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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
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SENATE BILL NO. 150

%) -B.Ron Lind, Director DA.  February 2, 1977

\Budgctand Management

Offi"ooof the Governor fiNe.
ALEFHONEND, - ’
M, Nat Cole, Deputy Commissioner Sugret, FY-77 Supplemental
Department of Education

1. Foundation Program - Regular

FY-77.. Appropriation $123,657.1
let Quarter Revised 125,657.1
(2,000.0)

Based on revised estimates received from the school districts.

Appropriation figures include the increase from 93% to 95% floor

for foundation support.
e

'e o o ._*_ *

11. Foundation Program - REAA"s -
@ FY-77 Appropriation 40,422.5
Ist Quarter Revised Est. 43,060.5 m>]1
(2.636.0)

Increase due to increased number of local secondary programs and
assumption of formerly BlA-opcratcd schools.



Februar)\/]ll, 1977 «HM - e

@®) P.L. 874 Sorthall . (5,000.0)
. (7,038,000)

J .
Due t afederal ruling, the P.L. 874 funds which were projected in the
FY-77 budget will now go directly TOREAA"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. Inorder to relieve this problem, the Department is proposing
-that foundattion payments be continued t REAA™s.- Tliiswould require an
estimated $5,000,000 increase in state funding for FY-77 since our current
projected 874 receipts arc $17,300.0 and we have budgeted $26,300.0.

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

«D. Pupil Transportation - Regular

FY-77 Appropriation 11,205.6
"Revised Estimate 13,368.7
Supplemental Needed ,163.D)

The estimated transportation aost for FY-77 will be $13,368.7, The
FY-77 appropriation was $11,205.6 which produced a $ 2,163.1 *

ecdoxrtfall. . . ...
® * <

-1 Local Formula - REAA"s =

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 folloas:

City and Boroughappropriations $31,597,862

-, City and-Borough In-kind Support 715,187
Mini 874 Revenue 3,353,813

" fPL 874 Revenue 5,591,219

Tuition " 2,313,124

Total 43,571,205

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

43,571,205 + 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
1o the school.  As you arc aware, the state coniract with AVEC provides for
a fixed foo regardless of the amount of power used plus a cost of flel
escalation clause.  Regardless of how much power the school uses, tho
amount of payment tOAVEC 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 berefit 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 tobclioolh antd villages.
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Based on projected actual usage, the schools would pay an estimated
$573,619, whereas the slate subsidy of community service v/ould be
$614,804. The proposed formula endorsed by the intergovermmental
task group has been the method used in determining the amount of
subsidy. The formula would require the REAA topay 17? per KWH (the
average statewide rate AVEC charges) plus the area differential in the
state funding program. - ”- -

Safe Water $1QP,000

Safe water fecilities arc being subsidized by ADEC. However, the
subsidy varies from site tosite. Three sites, Selawick, Alakanuk,
Nullato, with identical plants and similar costs, receive different
ADEC subsidy, while the school districts are charged unlike rates/
Whereas Selawick districtpays 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 $103,000
ASOSS FY 76 Negative Balance

When SOS (Dept. 19) was abolished on 6/30/75, therewere state pur-
chase orders for military base schools in process in the amount of
,5303,900. Rather than cancel the orders for needed equipment and
supplies, funds appropriated to the Department of Education for base
schools were transferred toa FY 76 account for AUBSD™s use in
encumbering and paying for the state purchase orders for base
schools.

When Department 19was terminated on 6/30/75, no provisions were

made tofund FY 75 termination pay, gently pay and rctro-salnry 9 e ¢
increases so the Department of Administration thnrged these FY 75 AN
payroll oosts against the FY 76 account for base school supplies and 7 0

The Department of Education made every effort 1o 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 1o the Department of Education
account, .

11,
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Audit Exception - Vocational Education

On September 24, 1977, the ALska Department of Adninistration,
Intermal Audit, completed a review on Vocational Education Memor -
andum of Agreements with Alaska Methodist University (Nos. 3810-76
and 3805-76) inwhich ireligible reimbursement project costs under
federal guidelines w ere found amounting t $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 faithi”
under the direction of the DOE grant supervisor, and therefore, the
ireligible federal funds withheld by the DOE from firal payment to
AMU was not justified.

Supplemental state funds requested in the amount of $15,838,70 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 disalloned by federal rules and regulations.
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i0: ¥ William D. Thomson, Director
Management, Law & Finance

date t February 2, 1977

from: Richard J* Penrod SUBJECT: 1976 REAA In-Lieu-of
School Finance Specialist Local Support Rate

This memorandum supersedes my 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 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
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 ¥ 71,268 = $611,37 or $611.00

Presently, the supplemental requested of $529,800 will only fund the estimated
rate of $575.00. 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).

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 $48,643,800
Est. City and Borough In-kind Support 800,000
Est. PL 874 Revenue 5.600.000
Est. Tuition 2.400.000
Mini 874 -0-

Total $57,443,800

First Quarter FY 77 ADM = 72,364
$57,443,800 r 72,364 = 793.82



William D. Thomson -2- Pcbruary 2, 1

Itwould 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: e 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 1l 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/ 1is esti—
mated at $710,930. I,, certain locations, because of higher power require nts
those with new sop.u.ite secondary schools are charged two units umicr the /Vic
contract. School mijcials 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 unsuitably or pay a higher rate than other consumers. (V-c
Column 4, Exhibit 1, which shows the actual cost per KI."M). In effect the*™*"

are paying a subsidy to AVEC for the benefit of other consumers; thiVis d*e
community service rather than an educational expense.

To remove the expense of this communityservice from the educational dollar,
attached find a proposed formula, Exhibit 1, 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 basiw assumptions for the formula are as follows:

Charge the schools at the same rate as other- consumers. Cased on Exhibit 11,
attached, provided b\ AVEC for calendar year "75, the cost to other consumers
is 176 per kilowatt, however, the AVEC 1is 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 reflect 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:-.0Onal isolation factor of 5% for those locations not con—
nected by ferry, r.\il~-0ad or highway toAnchorage, Fairbanks or Ketchikan.

The difference in r-.0 amount of subsidy has been computed atthe different
rate. From that in-"e-"motion, we can determine that the amount the State would
have to subsidize far 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 ivr kilowatt rate).

The formula as proper would:

a) provide the R; Ms 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 seecc Is and villages. -

If the REAA does no: -isa toenter intoan 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.
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Mr* Loyd M. Hodson *.3 . July 19, 197G
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CERTTIIED na71 RETUPU RECEIPT REQUESTED

June. H, 7976

Hi. Sue. S. G/icaxc.

Spe.cl.at Assistant. to G veJenoh Hammond
Pouch A - sfafe. cap.(v.of

Juneau, ACaska 99£)/

peuA Hi. Gheene:;"

This lc.ti.ell will Sclive to document ceditain undehslandings cut hcctiit
me.eJj.ncjo between State. and EIA O{émals ancl Loyd wm. llodson, Gc.neAal
lianageJt, Alaska Village. Electric. Cooperative., Inc., ¢aiecy, and John
Shaw, A.V.E.C. Attorney on June 2.1st and June. 22nd, 1976, in Juneau,
Alaska. The puhpose. oé_these meetings was to discuss the se.veke pkoblems
that AVEC would Immediately {ace i{ theJiS. -ii not a ke,6oluti.on c{ difficulties
.associated with the tJians{eJi o{ Powek Pahchase ContAacts (kom the State

to R.E.A A akeas and the kesuliing Impact on the ability to fitnance,
inmediate and “uiukc constiuctd.cn cf jraanLcs using Rukal EIe_ctTlfleauon
Adminrsthaticn (r.e.a.) loan money. The pkoblem wegjlc well outlined in

a letxeJi o{ may 11, 1976 to l.este'’c (Hide, Pkcsi.dent ofi the. AVEC Board
friou the Rukal Elccthif{ication Administration pke.viously submitted.
Aétem a consi.deA.able discussion and kevie.to on AVEC ke.qudJtements, we welie
advised {ok th.e”comln% {iscat yean, standing July 1, 1976, AVEC would
scontinue, to b iii the. State, o{ Alaska {oh ele.ctJiic seJtvicc undcA the
Contkact, as it CIUUIen_'[|¥_ exists. The Slate o{ Alaska, in turn, then
would make suitable cuvialigejncnts with the R.E.A.A. s -t kegakd to {iscal
tkans{eks ok supxlemental appropriations on Ghauts as may be apphop'Uate.
This will, allow A.V.E.C. to kemain {lea5|ble du-Ung this fime and AVdC
ac.cohdingly w ill continue with the 1976 construction pkogkam, unless
Otherwise odv.ised by R.E.A., including such impohtant phhc;IJe.us as initial
Sekvice. to the vittage. 0{ Amhiek and kc.buiiding the St. Mchaels and
Uookvih powsk plants pke.viously destroyed by {ike, among scones of

.otheJi hequiked construction projects underway in a numbek of villages.

The AV.E.C. binrings starting July, 1976, L(’_Clewin%ethe Unohgan.iv.cd
Bohough School District phaseout, will, accohdingl.y be {ohwvided to .(he.
Vep.Viime.ni o{ Education. *
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W 999 TUDOR RD., ANCHORAGE, ALASKA 90503
I>m TELI-1TTIONI- 279-35-1S

wu. Sue S. Gheene
June 21, 1976
Page Two

A.V.E.C. -must ap&ly Anho.'lly (on a substantial new loan (hom the Ruhal
El.cctrX.(Ic.a-tioll Admaiis.Viaiion In crdeJi to meet con.struc.tion hequlheme.nts
which have been committed to (oh the balance ofi 1976 and throughout 1977
and 197S. The latext time to order diesel eleethie. sets to meet 1977
thglng schedule hequicementx is no lateA than September 20, 1976.
A.V.E.C. cannot commit jwe any additional new majoh equipment .items
vuntil Mich time at we ahe MUie that, the necexsary suppoht It available
*(,o1 obtaining a new r.e.A. loan., This would include tome assuhand.es
that the R.E.ALA's will enter Into long team power purchase. Con.traeis

- with AV.E.C. In ohdeJi to achieve thix objective, con.slde'Un? cuvient

--timing o the Legislature, the eed (oh ade.quate phgeuhement lead -time,
and loan phocexsing time, the (allowing Atepi wexe Indicated: '

7, Legidlotion Teh REAA funding Pah Uiilltl.ex

Ab . . . . <Af~ rt-2k
0. />'.Ai'.y-16‘q>A Phoposexl Legixl.ati.ve Bid, to be Auppohtex by the Adminixtratlon, *
1A A warid.~cOm  up
04 LL&dIIt) COA
Pud and provide phovi o
and yet have cchtaln hex.Via.intx in regard to total costs based upon ¢ j~ca
i/ . historical data, oh oXliga Aultable cJutejila. Thix Le.glsla.tion development

to
filyii ~ mid Senate Bill ems and yet ove)icome ihexe problems. The. basic problem
y ¥ YA with 6fCT'delng overall cost and pexhaps aowe complexity in administrate
~C johciLcas the problem with 671 would be to include a Aultable and (aor
‘I 1jy(jVuppoh lim it (oh Aexvl.ce costs as examplex o( the. el.eme.ntx which need to
1vt jj/-' o addressed. Thclic needs to ke continwing hecoggution by the State in
unding Ama |l school diAthlctx that cost o uiil.lly acAvic.ex Is ﬁah
hlghCAthan provided (oh-with general adjustment (actohX currently
(o/omalatc.d (oh hemote aheaA. While they may adequately compensate (oh
inchcased direct salany costs, oh c.extain other budged: items in lhexe.
ahe.as, they certainly do not account (oh the tehl.((ic. incheased costs of
U tility aehvieex in small commuuiticx. Costs o( u tility service,
[pahhcutahIY electric. setvice, may him at least six (6) times Anchorage
ahca costs In small Alaska communities. See Attachment "A* (oh some 0
the reasons cle.e.VUc hatex ahe high in small Isolated Alaska commuuiticx.
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999 TUDOR RD., ANCHORAGE, ALASKA 995C
TELEPHONE 279-35-F

: // ,ur 7
Iti: Sue s. Greene

June. U, 7976 {E . crtaUT*) 1S)
Page Three mr=* i6- 2 AA

Time. is important in drawing up Suilnble pro?osed lo.CjiAla.tion anc! obtaining
comple.te admi.njUiAa.tion Sugport, ofi alt involved department.!*. This is
due. to the need to order. 1977 long lead .time. AVEC equipment toilltin the
next three ¢» months. Thu proposed legislalion could then be submitted
to the R.E.A.A''s, providing them some assurance they w ill have more
e.quitable treatment in regard to the substantial Increased percentage, ofi
their budgets required fior utility services as compared to ar%e metropolitan
areas. Imﬂortant _thmgs that should be taken into account in this are

e Regional adjustment, but also adjusted fior Community size.
The cost ofi electric service, will begin to move up_rapldly In_certain
areas more related to shipping distance fircm certain trans-shipping _
Pomts, Such as Bethel, dome and Kotzebue, with the. smaller the Community,
he highest the cost pwr consumer (or student]. Other wide variables
fiac.iti.ties pier

using more, power due to size and increased fiunctional. loads], and size
°6 teachers' qualite.A.

7T.  reaa Power Purchase. Contracts -

Tn order to have, the necessa_m{ evidence to present to the Rural Electliifiica-
tion Adminis-tuition, AVEC w ill require some agreement firom we R.E.A.A.'S

in areas served to enter into long tcfun power purchase"contracts in

ordefi to support, loan fie.asibillty fior continued investment in the communities.
AV.E.C. in the same time firame W ill review the concept ofi the. unifiorm

minimum fior all. types ofi schools with the thought ofi developing a

schedule, Which wirn more nearly re.filect such fiact.ors as the Cocpe.ra.tive.
investment IN the Communities, prior energy consumption history ofi #me

School fiacility, or similar fiac.ilit.ies, peak demand loading the school

has plae.cd onthe A.V.E.C. system, and progected_addnmnal capital

expenditures in the commumty over the fiorth-earning ten [10Leyear fiorecast:
period. While, the overall total guarantee dollars will not ke lower, but

would be more, rationale in distribution, with some ofi the smaller schools Ac,
having a lower, minimum whereas the larger new high schools would have, a

‘higher minimum. This teas not: a particular problem when the entire \Y;
Contracts were under State, and s.7.a. since, c.fifieclively things averaged

out across the. system. With the individual. R.E.A.A.'s; some areas have

more modern high” schools than others, and some having small, schools, it

will, be necessary 0. come up With something wat, more nearly refiCecls

the. true situation as fiar as investment Security and school use in the

fM tievtM commit,j. (ISXAGZ&T £x..
" y-c*/ "0
61 A c-V//? X q CX . <—ei o
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999 TUDOR RD., ANCHORAGE . ALASKA 9950.
THILEFIWIONII 279-35K"

|.li. Sue S. Gneene
June. U, 7976
Vage Tal

y r.  A.ILE.c. Dnoposes to have, the afionmentioned set ofi ﬁroposed ae.vised
minimum and fiacility changes fiox each one. of, the. schools .involved In
J the wstablishmeni ofi the Runal Educa.ticn Attendance anc.as schools available,
by Septemben 1, 1970, with proposed xev.se.d Contxacts. These pnoposed
xevised Contliacts w ill be submitted to the R.E.A.A.’a fioa ob&utting
J 'SS*'é approval.  They coulc! make thcix, apProvaI loa the longee te/fim aubje.et to
[ o=/ afii the'ppoppsssdl legislation tto suppondt tthe flundingy. WAk are
§3-C- mthat the Admuiisixation can ciheaw wp & Billl, Im tthe mettivo
months, which w ill provide adequate fiunding so that the R.E.A.A.'s u til
make the commitment to eniex Into these long team powtsi pcWicha.se ConViacts

-kl reriu-recs fioa the. R.E.A. loan. * ¢ r~ cj-tdJL cror - | Atzc
Til, Rale Revision

t1 B> ( In addition, AV.E.C. ulll. be filling fioti a basle change In theJjc. tfJil.fif

Ja= o'W iih the Alaska Public U tilities Commission (A.P.Il.C.J, which H | _
eliminate the cne'lgj blocks which a‘ce noto below the cost ofi powea production.
A combination ofi a justmgi1 the minimums to somewhat l.owc.a levels fioa

r J - smallest schools, and h|_?_ eafioa laagea schools, plus filling a aevlsed

* t \  Tadiffifi will have, the efifiect o bringing fiuiuae avoJcage eneagy e.ha'iges

P much closet to%emejc. fioa the wvojUcus ccnsmex classes. "When we take
% . Iinto account the. peak demandsthe schools genesally Impose on the system,
I

y which ofi counse Is ait clementIn genediaticn Investment, 1 think tee will.
hi/l fix.» “have, a much mo'ic acceptablesate. sVcuciiUic fiacm the standpoint ofi the . o

"‘fenN'schools. /"é j /JL
S '

This will, add'CSs the concerns ofi the R.E.A.A.'s In this 'tegand. We
would still, pnobably end up with a small, dlfific.tentin I, hwcvcjl, it will,

be much uannowedi than at p'icscnt.  The. afioncmentioiied demand cirement in
costs, plus fiaetons mentioned in negand t0 investment In ovcxatl development
ofi the outlying aneas at this vexy canty stage in the histony ofi economic,
pnogness In these, aneas can vexy well justifiy small dlfifienentials.

The Aale. adjustment steps that A.V.E.C. needs to take, in ondex to mono,
ne.anly equate Clectxic nates In ondclL to obtain the school ContAacts to
contiriue the fic.asibiCit.y ofi the. p-iognam, will not. wonk iirtlic d-Uiccdou



Mi. SUe. S. Gtoire.
June N, 1976
PasiC. 1VE

of Stimulating economic, development but it. is cehtainly something that,
should not be overlooked in overall. State, planning.

L. REA. Lo

A.cc.p.o. toill then attempt to get R.E.A. to process the. loan bated uPon
the Contracts, subject as acquired to passage, of the legislation In the
197/ tertian of the Legislature. ['Jiih strong SupPo_rt clthe Administration,
the REAA.'s, AV.E.C. and other interested utilities,Hut can be
~ ~achieved.  we hope that R.E.A. w ill proceed with the loan and indicate
fjsj approval ona conditional basis subject to removal, ofi any long term
[tf&\ " '/ purchase restrictions in the school Contracts hollering Legislative
. ,J action. 0% course, this concept would be based upon a'll ofi .the R.E.A.A.'s
joy W siha.t currently receive AV.E.C. power entering into long term purchase
-rfiy ~ Contracts. Tf any of them weald not, then of course.; weloose feasibility
for that particular group of villages and of coarse, this would move, us
{7~ back into the question of facility charges and other non-progressive
/

directions.

, would like to thank you for your beautiful coordir.aii.cn job in
] 1 assembling such a wide fepresentation of the various Hate, and other

[y interested agencies available, for the meeting so that they could hear of
CjuTp Some of the. problems that A.\V.E.C. faces in attempting to” keep tlUs
\ro e pioneering program going. While it is an independent, member owned, non

profit. Cooperative, it 1s s till dependent upon a nttuber of Eederal
programs and indirect State support, for continuation. Removal of any
one of the key etrements; R.E.A. loan funds, or power purchased by major
"consumers, |mmed|ateI% eliminates feasibility. Electric rales, without
these schools, would be prohibitively expensive for the. remaininn

consumers.

by copy of this letter, toe similarly wish to thank commiissioner Lind
and Iks staff fur their generous consideration of ctu problems, attempting



tfioe¢

mcAlaskg cVillage E€hcMc Go-opeté&tive, ix.

%UDOR RD., ANCHORAGE, ALASKA 99<
TELEPHONE 279-35-;

M

-1"4
Hs. Sue S. Greene

June. 28, 1976
» Page. SIX.

to work for a notation, and for providing the. opportunity to talk to the.
reat. _mag]o-'nty of the R.E.A.A. Supc/unle.ndents andBound™ Presidents and
embedis that would ke involved in some, of, theimportsuitdecisions

relat.ed to electric sedivice in Hicall anea.

Vojlij tnuly yours,

ALASKA VILLAGE ELecTrIC
coomi/aivt, tvc.

" S . .

M.oyd ~£ Hudson
General llanagyvi

miljay ''m . . .-
= Enclosu/Lc:  Attachment "A"

« [i Hanshall L. Lind, CommissionetL of Education

(@ Lee HcAiwiney, Commissions, Commur;ity f. Regional Affaiius
(@ Donald Hannis, Commissioner, Public Works

cc: Lowell Jensen, Executive Director, Alaska Public U tilities Commission
cc: Chanels W Yilcli* Director, Western Anea Electric, r.e.A.

(@ Halcolm Cheek, Alaska Yield Operations Re.prese.ntrLlive, R.E.A'

@ Lester Wilde, President, A.V.E.C. Board of Director

(@ John Shaw, Esq., A.V.E.C. Attonney

All cc's sent with Attachment "A" ,
All . s sent Certified Hail - Return Receipt Requested
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Why arc. electric hates high Irsmat.. Alaska communities? The p'uneipal

reason's cole: n -
1. High cost of diesel fuel delivered to remote locations. 1976 estimates
64 to 66 cents per gallon delivered. * .

2. Thermal efficiencies averaging only one-half as high as laJiger se.al.e
facilities carrying a high average yen around load. This means facilities
on a yearly average Lise twice, as much of the high cost fuel, for generating
a given amount of powoti,

3. High east of installed tankage and inventory of fuel, for a full
yeali, This includes tank painting and plumbing maintenance, depreciation,
environmental protection, and interest on average, inventory balance.

AVEC. has mwveli 476 tanks at present.

4. Wore catastrophic failures of equipment or shortened time between
mayor, overhauls due to improper maintenance or servicing by vHIa_Pe
o_Pe5|ators, such as instane.es of failing to change lubrication o il or

filt.esu, at recommended intervals, low oil or water levels, overloading,.

e.tc . *

6. High cost repalu .in_volvi_n([; aiji transport of men, parts, tools and
matedJiials over substantial distances, to many locations.

6. A highest percentage of collection costs.

7. Loss in efficiency due to extreme weather, limited transportation,
and inadequate communications systems.

> Absence of local supporting facilities typical in hurger communities.
This reduces both construction and maintenance efficiency.

. o m S .
o. Everything multiplied by 46 to perform small, sc.de operations, suc.li
as 46 operators, 46 sets of service manuals, 46 sets of tools, 46 first
aid luts, 46 battery chastgesus, etc.

10. This expiries ovoi to 46 overhauls at 46 locations e.vesiy few thousand
hailis of operation, whesteasa Ias,u]yes,ystem hasoverhauls  on "aunit whic.h
has thecapacity in asingle unitlasiger thanthe entire A.V.E.C.stated

capacity in 46 ge.nestaiion locations. m )
11. Depreciation rates oslc highest on the smaller, relatively lightest
duty %eneratmn equipment. istsUbuU'on systems similarly” suffer
highest costly degradation due to the scveslc environment.

12.  High costs of insurance due to the multitude of risks, absence of
fiste departments, hazardous shipping conditions, high workmen's compensation
exposure, etc. . *

\ *
13, ScveSie. competition and resultant, high labor costs, for well, trained
diesel- cl.cetsuc. mechanics WI“IﬂP to fity thousands of miles a year in
SmeCC. planes under mang marginal weathest silualions anti not. have, average,
standards of room and boastd available on frequent occasions.



wre''s,

t?-:" 'A-oH
20%-.00« 2«/ mM

rcv* »/.

Totll

To*d»

Tout

Tut*!

co. i Col. 2
‘n.?s
5 PI/9
'40.9%0
9J*1
10,
o= 5 M.
S 2:.4C0
n?.0
za &3
S 4y
irsrs
S *L
3 -
S 1. \i
» *1/50
Mi.;s
L)
1/ M

Co. i

4

570

iu\o:0
o

10413
Iccl.)

s:?20/m

1C3/C)
5 103.CC)

B

S g}3:25

$i22csi

80
14)t-
Si.l.

J*

v/ VW IC | R *

Col. 5

rr.‘!‘t%#i et

5.0 5 )s.'/?

r*. *y

Cot. 4
M Goit

12J.C7
67.90/

071 5 17/..221

-0
14.M3
15.437

S 60.411

72.030
?:.c:C
10,161
22.Cr3

9,310

5.8 s 97,071

73/30
S4 $ 73.03%

32,000
& 20.-.7:
s 61,6/3

s 1637.1
LI&U3

S .54 5 20.332

5 48

5/» i)
$11)

Col. 6

. o
el i DIF. A 1R pit

s 4L1A?
41/2*2

w

195.2.33

A
<0/::

11
1.?2:;

©

60/-4

26.033

29.v*?
?5.c:0
ILi'2

105.723

3,1

75/23 =
26.C3)

w

37.«:j
32.50)

S :cC3

S 17.2:?
IS.I8

22 54?

w

DI¥
5 Te/4
: ft?i/o

Col. 7

S cc.??:
CC.roo
30.03
?1.c-»0

IK.CSS

s ref.23:

-3
57/00

<X
24.125
17.109

s SC,334

37.003
37,00
797716
37.0C
1674)

s 155.153

37..C20
s 37,63

54.003
45.6"9

s ic:.$23

w»

73.0°S
27113
5 42204

L~
Lo

27.::?
5 77740
5 %67

A Cal. 8

SR

5 43.550
43 5VA
*7.#25
27,113
14.3"S

s 247.CIS

-0
46.;co

e
V.231
29.443

$ 133.479

17/00
17.5V3
72.i19
17.510
s?/:0

5 137.573

17,«9£
5 17.0-0

©»
o
=
~
o
S

5 103.035

279
5 27
S' M/e:

131.74?

[3,)

G
M6KX)
24.219
29 057
SO.736

3,1

14,900
4/
re.4
XOi'O0
0.7

S 95.167

2irli2
] 149C0
444cC
G237
$ 52557

22.742
76.575

s 43.2:?

o

19.23?
11.C?

13/-07
££0."115
s 54.%.

e
s re-"?
1 BV

CTiis!T |

S 65/

24.253
i0.:::
2311

5 CS/'!

2.203
3.302
11.705
31-22
ILiil
S 43.74

3/2?
S 37.05

27.550
I S»40J

5 27.053

5 15.055
»2.5M

S 22/(6

(t4
£

?7:.CW

Mire *0-

4 0



jrri Cnf3u=ptign ai Silting -

wl>

o

State SehcoH Served in AVEC Vtliar.ca for CaXcnilarfcgf 1975

V. 4 o mi av.iwu
We - %% ITot.il KVH*.Té)taI g‘l‘ i”74 1 . KV Ijl\zrco nf ) |
j Tl water £ i «o@ZUmt Hi (té),;/ o
; : 2cnoo* Inc. billed (v Jipriwll nz Minto *
| AU R S S0P A Pl G 2N
------------------ L:rm_JJc’\D r"'r]Jr ||\ 1 - |II LIV ¢« ovr e JiE0ANIT
i/Ani«2 Lititii: 140 L?0aL. 1i- || -1 il jv*?z* ‘35 -"/i-51 i'Ler7 j?23 1'p7-521_I1p.47..1 LL-4
N LiJ*?*25 L p j.LI 50.21vJ.J.j.j;62j?. jj{<; 03. j jBI. |f|6(13 . rB370; 530/2|7n%.1j.jis0 .i.jR.USI.AS* i. . % E
, Jrcrt-ra Lelge
't Cro«\___
1y-Mz
e /41-tra . . . . -
i/ JvaUs* WI*C8p_ Wm __L'1-j3.3.4_: -0 JfljiLNisa (s * o) TJIT 3% Sofvie| I 5LS0AJ 1637 iS'.ScrW
yrr-h *]st.oa-jmi:] X' MiI.'_J£ ._nnU/.\ll;iA\ ’ } o 76010t 4 ’{5‘] ! /mb I"17*4'44 12871, 45.53 Jr
« * . i L i Si... ' ‘HYx A ] Te ]l o
: G eV 03, i1.74s.831.t-")
1|’R:”‘9{ ’ﬂg “ § b i T Row it 7ms s 3590 |
C.Li2b iLjVime.co-Iiniij. coLs. v, |/| oaIJIL"llL —)J8S.s'0.0s__
24.) u. 1ho)y~_
72).. ¢ 41364 1 ;42
H F&R-7r ous,
793 .Iijog
3-L ;‘J 1167, . 7.7 04.757.57; Li e 2 45.2/).:5. Lili.ii .i7.2-47- '
4 1hs3.
. -
i?li ij° '['i1:31'i
JANE T

i i| s oy [IERIERN

Li 11

Seli0an

L.UL

;!.JJ p.J

3»Jivol* Hfl-r Bumirueston :0 beerccclvtn; yIcI| oi:lJcIniial.nli-ctrl mDry pcu' Akl n n » , i i i, tv.AV'C|.5«rviec. leur net.S.ijr: InJ 1974_

/MCC 5*rviro n v74 "}t wnyer o7z AVSC Xigigiua rate” : § Ji, _-. || PfeT Y e BByl 20N« Bsr oAl ) L FiusNLE W
I/_ AV, o<lillh Stl.nol__ || N ...-“._ i til Ui jJ =|Li BAE
2) c.l-irll lel..nl 2), |rnIy Cr03| oJi J)_

Y, r.-c.i- n 1 1. )

) tivjiis.i HitjS icr.00l L::™ L . o). « NW stviyntoVil = L i F“-.- gl [oireln 5 1l f(e;e o \:e fe

}) . $-vc.-ci hijs sci-n,! Wil Lol L) vuaek o o o delis-J-. i LE r svml R A R Listy 1L 2T J-ypri:
« R 103 To's SRR .'7"||y'1 — "5|||| \il*ir 9]||.|1] i {1 T B e S L
< Hit oyl s o Cale i b L.(\I i b . o LuUA\N-—m jL .0 —

S Tojl-i ILiil.nol L { ' MIRE :,]fl i %} Pl vl INien m e il Gl 0S4
77 rovsssv Y SeSnoi. LT, 1L, °|,. sel:%0ez e 3 e’ ;_ f x>

........................... LtL -MM L i i il e .&..;i'” DR
ur Sebeoi a”d'tlont oy Innncd Mrde'r! CS-jssSfif/sits oo .1 L . . - '
) woir 7. Jay.x -l D), **2>>V»»rw|t««l F'>' lig>.. smuu.ltc'juic.* — i) shastivic}'s .~ =31 po!
. . I 0 1.1 Ve e T e 1 o 0
* s> Cray! my. | .. U {11]] LV ffii-'to 2e1:0 . om.:nrt>pr 9 76).
VL0 . ,,:“)a I L-mjm e .x.mntr]In _\_ﬂili>)‘,< {x12De Idan jprUlon. =i i i 27)" SOV *. G kg “wedAS Tt [
e r\e Kjls'.ap *m I I 1 10) |MSiuyniigk ny 1« 2?) QibSirv< *m |1 & o o*P) Tanundk-* ot 0o el i-, j
e 11t IEE s si. inicici | o

el

m ' am



o DAT(
Hr. Bill Thompson
Department of Education run wo

TULNPIIOME WO

School VSW Fees

SUBJECT:

a quickly gathered summary of the financial relationship
this Department and the villages where we have

'VSW facilities serving schools. Some of the figures are only

rough estimates, and we have no operating experience yet at Koyukuk,
Kongiganak and Beaver.

Here is
among schools,

*(1). (2) (3) (4) (5)

llocation Annual 0<M Tech. & Admin. School ADEC
Budget Assist from ADEC Fee (Ann.) Subs i dy
Selawi k $115,000 $15,000 $20,500 $86 500
Alakanuk $100,500 $15,000 $72,000 $ 8,500
/
Nulato $113,000 $15,000 $72,000 $35,000
Pi tkas
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 $25,000
(I'n kind-
BIA will
operate the

water supply

and waste dis-

posal systems)
in addition to column currently
and (5).

Column (3) s (2). ADEC.is

providing columns (3)



. 100 I' Memorandum to File

FROM:

date i Novemhber 17> 1975

William D Thomson, Director Sua\]CCT:! 76 ASOSS Appropriation

Mgm., Law ft Finance
Department of- Education

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 retro-salary increases for FY 75. Although
the Department did use all unencumbered balances in the SOS appropriation

to erase that deficit, funds appropriated were insufficient in the amount
of $15,866.22.

cc: Bill Gillespie - Finance
Gary Peska - Leg. Budget ft Audit
Pon Lind - Of. of Budget ft Mgm



February 11, 1977

The Honorable John L. Rader
President of the Senate
Alaska State Legislature
Juneau, Alaska 99011

Dear Hr. President;

Under the authority of art. 111, sec. 18 of the Alaska «
Constitution, and in accordance with AS 24.30.0G0(b)
and the Uniform Rules of the Alaska State Legislature,

I am transmitting a bill for a supplemental appropri-
ation of $13,768,325 to the Department of Education.

Sincerely,

Jay S. Hammond
Governor



13
i
15
16
iy
18
19

R

23
2
25
26
21
28
29

Introduced: 2/11/77
Referred: Health, Education,
Social Services and Finance

BY THE RULES COMMITTEE BY
THE SENATE REQUEST OF THE GOVERNOR

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 effec-
tive date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. The sum of $13,768,325 is appropriated from the general

fund to the Department of Education for Fiscal Year 1977, allocated as

follows:
Foundation Program - Regular $2,000,000
Foundation Program - REAA's 7,638,000
Pupil Transportation - Regular 2,163,100
Local Formula - REAA's 1,217,470
AVEC and other 615,000
Safe Water 103,000
ASOSS FY 76 Negative Balance 15,866

Audit Exception - Vocational
Education 15,889

* Sec. 2. This Act takes effect immediately in accordance with AS 01.-

10.070(c).

SB 150



[, 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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26
2

N THE SENATE

Introduced: 2/14777
Referred: Community & Regional

SENATE BILL NO. 152

Affairs and Finance

BY CROFT

IN THE LEGISLATURE OF THE STATE OF ALASKA

TENTH LEGISLATURE - FIRST SE
A BILL
'or an Act entitled: "An Act making a special

pality of Anchorage for

Chugach Park Road;

SSION

appropriation to the munici-

acquisition of property for

and providing for an effective date."

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

* Section 1. The sum of $40,000

is appropri

ated from the general fund to

he municipality of Anchorage to provide matching funds for the acquisition

y condemnation of property for

len Alps.
* Sec.

70(c)

2.

This Act takes effect

immediately

the Chugach Park Road to provide access to

in accordance with AS 01.10.-

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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COMMITTEE REPORT

3/8/77 SENATE

ivi: * < Date

Mr. President:

The Committee on 2 hag had hi 139
leasing of state land other than <for the extraction of natural resources
under consideration. A majority of the members of the Committee

I |  recommends it do pass
/~7 recommends it do not pass

/~7 recommends it do pass withattachedamendment(s)

/~7 recommends it bereplaced withCS for [ . . and that
cs for /i'/ j?' . =M. dopass .-
/ / (and) recommends it be referred to the
committee
/—~7 reports it back without recommendation
/—7 AND attaches a report of its intent
/ / (other)
MEMBERS SIGNING THE MAIJORITY REPngT: S i
b < VAVAV AV
It o 3 T e v .
| ALENAATT 24 i 2 8
Y e L
MEMBERS NOT CONCURRING IN THE MAJORITY REPORT:
recommends:
recommends:
recommends:
3/, e/ . m
m , N
Chairman

S 60 / M o



Original sponsors: Poland, Croft,

and Huber
1 IN THE SENATE BY THE FINANCE COMMITTEE
2 CS FOR SENATE BILL NO. 159 (Finance)
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
4 TENTH LEGISLATURE - FIRST SESSION
5 A BILL
C For an Act entitled: "An Act relating to the leasing ofstate land other
7 than for the extraction of naturalresources; and pro-

viding for an effective date."”

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

10 * Section 1. AS 38.05.085 is repealed and re-enacted to read:

1 Sec. 38.05.085. TERM OF LEASE, (a) The lease shall provide that
12 (1) for the initial 25-year period of the lease, the lessee
13 shall pay the state a fixed base annual rent to be agreed upon by the

14 parties in compliance with the provisions of this chapter; however, this
ID annual rent may not exceed 10 per cent of the fair market value of the
16 property as determined in (b) of this section;

i (2) the fixed base annual rent to be paid by the lessee shall
10 be readjusted when the initial 25-year period of the lease has expired
19 and, thereafter, every 10 years; and

2 (3) the readjusted annual rent may not exceed 10 per cent of
pil the value of the property as determined in (b) of this section or 50 per
2 cent more than the amount paid each year during the initial period or

23 the preceding 10-year period, whichever is lower.

24 (b) When it becomes necessary to determine the fair market val
D of property as required by (a) of this section, the lessee shall appoint
G an M.A.l. appraiser and the state shall appoint an M.A.l. appraiser.

2 The two appraisers so appointed shall, within a specified period of time
28 agreed upon by the parties, make their appraisals of the property in

o guestion. If the two appraisers agree upon the fair market value, the
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determination is absolutely binding on the parties. In the event the
two appraisers are unable to agree, they shall together appoint a third
M.A.l. appraiser who shall then make his appraisal of the property in
guestion. When the third appraisal is completed, the two of the three
appraisals which are nearest each other in their determination of the
fair market value shall be averaged and the resultant sum shall be the
fair market value of the matter in question and absolutely binding on
the parties. Al costs incurred in making the appraisals provided for
in this subsection shall be borne by the state and the lessee equally.

(c) The lessee shall make advance payments of the annual rent or
portion of it as the director, with the approval of the commissioner,
may require.

(d) A preference right lessee of grazing or forest land may follow
the payment schedule established in his cancelled federal lease or
grazing permit if he so desires.

(e) Notice of all actions by the department affecting the rights
of a lease or lessee shall be given to the lessee.

() A violation of a provision of this chapter or of a term or
provision of a lease subjects the lessee to appropriate legal action,
including, but not limited to, a forfeiture of the lease.

() In this section,

(1) "annual rent" means the amount of rent paid annually
determined by multiplying the fair market value by the rental rate com-
puted at the time of the initial 25-year period of the lease or of each
subsequent 10-year period of the lease;

(2) "rental rate" means the rate, expressed as a percentage

of fair market value, which a comparable class of privately owned pro-
perty would bring in the open market with the same conditions of lease

as offered by the state.

CSSB 159(Finance) -2-
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Sec. 2. AS 38.05 is amended by adding a new section to read:

Sec. 38.05.103. RIGHTS OF HOLDER OF SECURITY INTEREST. (a) | f
there is a breach or default ofa term of a lease or of the provisions
of this chapter relating to a lease, the division shall provide written
notice of the breach or default by personal service or by registered or
certified mail to the lessee and to any holder of record having a
security interest in the leased property. The notice shall also make
demand upon che lessee to cure or remedy the breach or default within 60
days from the date ofreceipt of the notice and demand. |If alessee
fails to cure or remedy the breach or default within 60 days,or within
the additional time which the division may allow for good cause, the
state may, subject to (b) of this section, exercise any right which it
may have at lav; or asset out in the lease.

(b) If a lessee fails to cure or Il'emedy a breach or default within
the time allowed in (a) of this section, a holder of a security interest
who has received notice under (a) of this section may cure or remedy the
breach or default if the breach or default can be cured by the payment
of money or, if this cannot be done, by performing or undertaking in
writing to perform the terms, convenants, restrictions and conditions of
the lease capable of performance by the holder. The holder shall act
within 60 days from the date of receipt of notice under (a) of this
section, or within an additional period as the director may allow for
good cause.

Sec. 3. AS 38.05.105 is repealed and re-enacted to read:

Sec. 38.05.105. PERIODIC RENT ADJUSTMENTS. (a) Each lease shall
stipulate that at the conclusion of the initial 25-year period of the
lease and at intervals of 10 years thereafter the annual rent payment
is subject to adjustment. Charges or adjustments shall be based pri-

marily on an adjusted fair market value. However, if the director of

-3- CSSB 159(Finance)



the division of lands determines that single-family residential develop-
ment is the best use of the land, the reappraisal period may be length-
ened or the readjustment waived in accordance with regulations adopted
by the department. Before a waiver of rent adjustment is issued, the
land shall have a current reappraisal. A waiver is valid only if
single-family residential development actually occurs. The regulations
adopted under this section shall ensure that the state receives a fair
return from the land.

(b) The provisions of sec. 85(b) of this chapter are applicable to
reappraisals of leases required by this section, except that, in deter-
mining an adjusted market value

(1) changes in property value due to governmental actions,
including zoning reclassifications, shall be included; and

(2) <changes in property value due to private improvements
made to the property or other privately owned or leased property since
originally entering into the lease shall be excluded.

* Sec. A. The provisions of this Act are applicable to state leases whicl
are in existence on or before the effective date of this Act if a lessee
under a lease elects, in writing, to bebound by this Act. When a lessee
elects to be bound by the provisions ofthis Act, the state shall enter into
a new lease with the lessee for a term equal to the remaining period of the
original lease which is being terminated that is consistent with the pro-
visions of this Act. However, for purposes of determining the annual rent b
the state, the fair market value of the property which is used to establish
the fixed base annual rent for the initial period of the lease may not
e>\<ceed the fair market value as it was last appraised on or before January 1
1975, brought forwardto January 1, 1976, at the rate of 10 per cent per

year, or, if the lease was entered into after January 1, 1975, on the basis

of the fair market value at the time the lease was entered into.

CSSB 159 (Finance) -A-
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the division of lands determines that single-family residential develop-
ment is the best use of the land, the reappraisal period may be length-
ened or the readjustment waived in accordance with regulations adopted
by the department. Before a waiver of rent adjustment is issued, the
land shall have a current reappraisal. A waiver is valid only if
single-family residential development actually occurs. The regulations
adopted under this section shall ensure that the state receives a fair
return from the land.

(b) The provisions of sec. 85(b) of this chapter are applicable to
reappraisals of leases required by this section, except that, in deter-
mining an adjusted market value

(1) changes in property value due to governmental actions,
including zoning reclassifications, shall be included; and

(2) changes in property value due to private improvements
made to the property or other privately owned or leased property since
originally entering into the lease shall be excluded.

* Sec. 4. The provisions of this Act are applicable to state leases which
are in existence on or before the effective date of this Act if a lessee
under a lease elects, in writing, to be bound by this Act. When a lessee
elects to be bound by the provisions of this Act, the state shall enter into
a new lease with the lessee for a term equal to the i*emaining period of the
original lease which is being terminated that is consistent with the pro-
visions of this Act. However, for purposes of determining the annual rent by
the state, the fair market value of the property which is used to establish
the fixed base annual rent for the initial period of the lease may not
e§ceed the fair market value as it was last appraised on or before January 1,

1975, brought forward to January 1, 1976, at the rate of 10 per cent per
year, or, if the lease was entered into after January 1, 1975, on the basis

of the fair market value at the time the lease was entered into.

CSSB 159 (Finance) -4-






Original sponsors: Poland, Croft,
and Huber

IN THE SENATE BY THE FINANCE COMMITTEE
CS FOR SENATE BILL NO. 159 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the leasing of state land other
than for the extraction of natural resources; and pro-
viding for an effective date."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 38,05.085 is repealed and re-enacted to read:

Sec. 38.05.085. TERM OF LEASE. (a) The lease shall provide that

(1) for the initial 25-year period of the lease, the lessee
shall pay the state a fixed base annual rent to be agreed upon by the
parties in compliance with the provisions of this chapter; however, this
annual rent may not exceed 10 per cent of the fair market value of the
property as determined in (b) of this section;

(2) the fixed base annual rent to be paid by the lessee shall
be readjusted when the initial 25-year period of the lease has expired
and, thereafter, every 10 years; and

(3) the readjusted annual rent may not exceed 10 per cent of
the value of the property as determined in (b) of this section or 50 per
cent more than the amount paid each year during the initial period or
the preceding 10-year period, whichever is lower.

(b) When it becomes necessary to determine the fair market vall
of property as required by (a) of this section, the lessee shall appoint
an M.A.l. appraiser and the state shall appoint an M.A.l. appraiser.

The two appraisers so appointed shall, within a specified period of time
agreed upon by the parties, make their appraisals of "he property in
question. If the two appraisers agree upon the fair iiarket value, the

-1- CSSB 159(Finance)
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determination is absolutely binding on the parties. In the event the
two appraisers are unable to agree, they shall together appoint a third
M.A.l. appraiser who shall then make his appraisal of the property in
question. When the third appraisal is completed, the two of the three
appraisals which are nearest each other in their determination of the
fair market value shall be averaged and the resultant sum shall be the
fair market value of the matter in question and absolutely binding on
the parties. AIll costs incurred in making the appraisals provided for
in this subsection shall be borne by the state and the lessee equally.

(c) The lessee shall make advance payments of the annual rent or
portion of it as the director, with the approval of the commissioner,
may require.

(d) A preference right lessee of grazing or forest land may follow
the payment schedule established in his cancelled federal lease cr
grazing permit if he so desires.

(e) Notice of all actions by the department affecting the rights
of a lease or lessee shall be given to the lessee.

(f) A violation of a provision of this chapter or of a term or
provision of a lease subjects the lessee to appropriate legal action,
including, but not limited to, a forfeiture of the lease.

(g) In this section,

(1) "annual rent" means the amount of rent paid annually
determined by multiplying the fair market ~'alue by the rental rate com-
puted at the time of the initial 25-year period of the lease or of each
subsequent 10-year period of the lease;

(2) "rental rate" means the rate, expressed aS a percentage
of fair market value, which a comparable class of privately owned pro-

perty would bring in the open market with the same conditions of lease

as offered by the state. ¢

DSSB 159 (Finance) -2-
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Sec. 2. AS 38.05 is amendedby adding a nev; section to read:

Sec. 38.05.103. RIGHTSOFHOLDER OF SECURITY INTEREST. (a) | f
there is a breach or defaultofa term of a lease or of the provisions
of this chapter relating to a lease, the division shall provide written
notice of the breach or default by personal service or by registered or
certified mail to the lessee and to any holder of record having a
security interest in the leased property. The notice shall also make
demand upon the lessee to cure or remedy the breach or default within 60
days from the date of receipt of the notice and demand. |If a lessee
fails to cure or remedy the breach or default within 60 days, or within
the additional time which the division may allow for good cause, the
state may, subject to (b) of this section, exercise any right which it
may have at law or as set out in the lease.

(b) If a lessee fails to cure or remedy a breach or default within
the time allowed in (a) of this section, a holder of a security interest
who has received notice under (a) of this section may cure or remedy the
breach or default if the breach or default can be cured by the payment
of money or, if this cannot be done, by performing or undertaking in
writing to perform the terms, convenants, restrictions and conditions of
the lease capable of performance by the holder. The holder shall act
within 60 days from the date of receipt of notice under (a) of this
section, or within an additional period as the director may allow for
good cause.

Sec. 3. AS 38.05.105 is repealed and re-enacted to read:

Sec. 38.05.105. PERIODIC RENT ADJUSTMENTS. (a) Each lease shall
stipulate that at the conclusion of the initial 25-year period of the
lease and at intervals of 10 years thereafter the annual rent payment
is subject to adjustment. Charges or adjustments shall be based pri-
marily on an adjusted fair market value. However, if the director of

-3- CSSB 159(Finance)
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the division of lands determines that single-family residential develop-
ment is the best use of the land, the reappraisal period may be length-
ened or the readjustment waived in accordance with regulations adopted
by the department. Before a waiver of rent adjustment is issued, the
land shall have a current reappraisal. A waiver is valid only if
single-family residential development actually occurs. The regulations
adopted under this section shall ensure that the state receives a fair
return from the land.

(b) The provisions of sec. 85(b) of this chapter are applicable to
reappraisals of leases required by this section, except that, in deter-
mining an adjusted market value

(1) changes in property value due to governmental actions,
including zoning reclassifi'.ations, shall be included; and

(2) changes in property value due to private improvements
made to the property or other privately owned or leased property since
originally entering into the lease shall be excluded.

Sec. 4. The provisions of this Act are applicable to state leases which

are in existence on or before the effective date of this Act if a lessee

under a lease elects, in writing, to be bound by this Act. When a lessee

elects to be bound by the provisions of this Act, the state shall enter int

a new lease with the lessee for a term equal to the remaining period of the

original lease which is being terminated that is consistent with the pro-

visions of this Act. However, for purposes of determining the annual rent by

the state, the fair market value of the property which is used to establish

the fixed base annual rent for the initial period of the lease may not

exceed the fair

1975,

year,

brought forward to January 1, 1976, at the rate of 10 per cent per

or, if the lease was entered into after January 1, 1975, on the basis

of the fair market value at the time the lease was entered into.

CSSB

159(Finance) -4 -

market value as it was last appraised on or before Januaryl



* Sec. 5. The provisions of sec. 4 of this Act expire on January 1, 1979.

* Sec. 6. This Act takes effect immediately in accordance with AS 01.10.-
070(c).
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Original sponsors: Poland, Croft, Offered: 3/8/77

and Huber Referred: Finance

IN THE SENATE FINANCE COMMITTEE

CS FOR SENATE BILL NO. 159
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - FIRST SESSION

A BILL

For an Act entitled: "An Act relating to theleasing of state land other

than for the extraction of natural resources; and pro-
viding for an effective date."
IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 38.05.085 is repealed andre-enacted to read:
Sec. 38.05.085. TERM OF LEASE. (a) The lease shall provide that
(1) for the [initial 10-year periodyof the lease, the lessee
shall pay the state a fixed base annual rental as determined under (b)
of this section; however, this annual rental may not exceed ten per cent
of the fair market value of the property as determined in (c¢) of this
section;

(2) for each of two additional ten year periods the fixed base
annual rental to be paid by the lessee shall be readjusted when the
preyieu”™ ten year period of the lease has expired;

(3) the readjusted annual rental shall be as determined under (e)
of this section, but may not exceed ten per cent of the fair market
value of the property as determined in (¢) of thid section or 170 per i

cent more than the amount paid each year during the preceding ten
year period, whichever is lower; and

(4) for eadj subsequent five year period the fixed base annual

rental shall be as determined under (e¢) of this section.

(b) The annual rental shall be the annual rental rate times the

current fair market value.



(c)For the purposes of leasing under this section, "market value" or "fair
market value" means the price, estimated in terms of money, which the
property, in its original condition at the time of first entering into
the lease, would bring if exposed for a sale for a reasonable tine in
the open market, with a seller, willing but not forced to sell, and a
buyer, willing but not forced to buy, both being fully informed of all
the purposes for which the property is best adapted or could be used.
(d)For the purposes of this section, "annual rental rate" means

that rate, expressed as a percentage of fair market value, which a

comparable class of privately owned property would bring on the open

market with the same lease conditions as offered by the state. \
(e)The-annual--rental shall-be the annual rental, rate times.the current-"yC \ -

ot od i
fair market value -of-the property”™ Changes in property value, due to off property

improvements, including zoning reclassifications, shall be included in
determining the current fair market value for leasing purposes. Changes
in valuation due to improvements made to the property since originally
entering into the lease shall not be considered in determining the current
fair market value for leasing purposes. )

(f).i The lessee shall make advance payments of the annual rent or
portion of it as the director, with the approval of the commissioner,
may require.

(9) A preference right lessee of grazing or forest land may follow
the payment schedule established in his cancelled federal lease or
grazing permit if he so desires.

(h) Notice of all actions by the department affecting the rights
of a lease or lessee shall be given to the lessee.

(i) A violation of a provision of this chapter or of a term or
CSSB 159



provision of a lease subjects the lessee to appropriate legal action,
including, but not limited to, a forfeiture of the lease.

(j) In the event of a dispute over the annual rental rate or the
fair market value of property as required by (a) of this section, the
lessee shall appoint an M.A.l. appraiser and the state shall appoint
an M.A.l. appraiser. The two appraisers so appointed shall, within
a specified period of time agreed upon by the parties, their determina-
tion of annual rental rate or their appraisals of the property in
guestion. |If the two appraisers agree upon the annual rental rate or
the fair market value, the determiniation is absolutely binding on the
parties. In the event the two appraisers are unable to agree, they
shall together appoint a third M.A. 1. appraiser who shall then make
his determination of annual rental rate or his appraisal of the pro-
perty in question. When the third determination or appraisal is
completed, the two of the three determinations or appraisals which
are nearest each other in their determination of annual rental rate
or appraisal of the fair market value shall be averaged and the re-
sultant sum shall be the annual rental rate or fair market value of
the matter in questions and absolutely binding on the parties. All
costs incurred in making the determinations or appraisals provided

for in this subsection shall be borne by the state and the lessee equally.
* Sec. 2. AS 38.05 is amended by adding a new section to read:

Sec. 38.05.103. RIGHTS OF HOLDER OF SECURITY INTEREST. (a) If
there is a breach or default of a term of a lease or of the provisions
of this chapter relating to a lease, the division shall provide written
notice of the breach or default by personal service or by registered or
certified mail to the lessee and to any holder of record having a

security interest in the leased property. The notice shall also make

demand upon the lessee to cure or remedy the breach or default within 60

days from the date of receipt of the notice and demand. |If a lessee
fails to cure or remedy the breach or default within 60 days, or within

the additional time which the division may allow for good cause, the
state may, subject to (b) of this section, exercise any right which it

-3- CSSB isy



may have at law or as set out in the lease.

(b) If a lessee fails to cure or remedy a breach or default within

the time allowed in (a) of this section, a holder of a security interest

who has received notice under (a) of this section may cure or remedy the
breach or default if the breach or default can be cured by the payment

of money or, if this cannot be done, by performing or undertaking in

writing to perform the terms, convenants, restrictions and conditions of

the lease capable of performance by the holder. The holder shall act

within 60 days from the date of receipt of notice under (a) of this

section, or within an additional period as the director may allow for

good cause.
* Sec.3 AS 38.05.105 is repealed and re-enacted to read:

Sec. 38.05.105. PERIODIC RENTAL ADJUSTMENTS, (a) Each lease
shall stipulate that at the conclusion of each of the -tO~year
periods of the lease and at intervals of years thereafter
the annual rental payment is subject to adjustment. Charges or
adjustments shall be based on a reappraised annual rental value.
However, if the director of the division of lands determines that
a single family residential development is the best use of the
land, the reappraisal period may be lengthened or the readjustment
waived in accordance with regulations adopted by the department.

Before a waiver of rental adjustment is issued, the land shall

have a current reappraisal. A waiver is valid only if a single
* [7|| ~
family residential development actually occurs ,.and only if

Al
necessary for obtaining primary long-term financing. The regu-

lations adopted under this section shall ensure that the state
receives a fair return from the land.

(b) The provisions of sec.85 (%) or this chapter are applicablei
to reappraisals of leases required by this section. !

* Sec. 4. The provisions of this Act are applicable to state

leases which are in existence on or before the effective date of

. . . -9 - CSSB 159
this Act if a lessee ] )
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I ndar a lease elects, in writing, to be bound by this Act. When a lessee
2 leccs to be bound by the provisions of this Act, the state shall enter into
3 new lease with the lessee for a term equal to the remaining period of the
4 riginal lease which is being terminated that is consistent with the pro- *
isions of this Act. However, for purposes of determining the annual rent by
6 he state, the fair market value of the property which is used to establish

he fixed base annual rental for the initial period of the lease may not

6 xceed the fair market value as, it was,last appraised on or before January 1, -
9 1975, brought forward to January 1,1976 at the rate of ten per cent

10 per year or, if the lease was entered into after January 1, 1975, on the
basis of the fair market value at the time the lease was entered into.

jp, * Sec. 5. The provisions of Sec. 4 expire on January 1,1979.
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ThisAat takes effect immediately in accordance with AS 01.10.-
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THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE

FISCAL NOTE

REQUEST
Bill/Resolution No. SB 15 9
Title Leasing of State land other than for ex

Requested by D;ite_

1. FISCAL DETAIL

Agency Affected Natural_Resources
Program Category Affected NRMEC
Budget Request Unit(s) Affected Land and Water Management

EXPENDITURES (Thousands of Dollars)

FY 77 FY 78 FY 79 FY 80 FY 81

100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL

COMMODITIES
500 F.OUIPMENT
Cco0 LAND * STRUCTURES
700 GRANTS. CLAIMS. ETC.

10TAL -0- -0-  -0- -0- -0-

EUNDING (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS

OTHER (Snecifv)

POSITIONS

FULL TIME
PART TIME
IE.MPOKARY

1. ANALYSIS (See Fiscal Note Preparation Instructions, Section IlI)

There would be no change in cost of administration due to
this bill. -

Revenues would be reduced substantially, especially trust
fund revenues (see attached).

IV. DATE February 23, 1977 prepared BY Tcid._Smi.th
AGENCY Land and-Matex-Manageroen-t
Original: Legislative Finance PHONE 279- .
cc: Budget and Management » m !
Prime Sponsor (First Legislator Named)

33-001 (Rev. 1¥0)

FY 82



Rent Per Present Law and State Appraisal

Rent Per Lessess Appraisa

Rent Per Ad Hoc Committee

Rent Per S.B. 159

Lease Commencement

lease Term

Location

Size

LEASE METHOD COMPARISONS

LEASE

€y

(a)$5,691

(b)$4,552

aorb

'$ 930

1961

55 yrs

Anchorage

14,782 S.F.

LEASE

2

$5,232

$4,160

aorb

$ 800

1961

55 yrs.

Anchorage

18,012 S.F.

LEASE

©)

$1,300

N/A

$1,300

$ 120

1969

55 yrs.

Susitna
Valley

40 Ac.

LEASE

4)

$1,650

N/A

$1,650

$ 270

1969

55 yrs.

Susitna
Valley

80 Ac.



Term

76-81

81-86

86-91

91-96

96-2001

Assume:

Column:

€
@

(@)
()
©

(@
©

LEASE NO. 1

€Y (b) (©)
Rent Economic Rent
By S.B. 159 Rent Per Savings
Lessee's (Per Period)
Appraisal
$ 930 $4,552 $18,110
930 4,552 18,110
1,395 4,552 15,785
2,092 4,552 12,300
3,138 4,552 7,070

I-and value does not rise beyond present value
Economic lease rate does not rise

Annual rent for each year under S.B. 159

@
Economic
Rent Per

State's
Appraisal

$5,691

5,691

5,691

5,691

5,691

Present economic rent as determined by lessees appraisers
Period rent savings under S.B. 159 (difference between column (a)

and column (b)).

Present economic rent as determined by states appraiser

Period rent savings under S.B. 159 (difference between column

(@ and column (d)

®
Rent o
Savings

(Per Period)

$23,805

23,805

21,480

17,995

1.2,765



Term

76-81

81-86

86-91

91-96

96-2001

2001-2006

2006-2011

Assume:

Column:

(a)
Rent

By S.B.

$120

120

180

270

405

607

911

159

LEASE NO. 3

(9)
Economic
Pent Per

Statels
Appraisal

$1,300

1.300

1.300

1.300

1.300

1.300

1.300

(1) Ixind value does not rise beyond present value
(2) Economic lease rate does not rise

(@ Annual rent for each year under S.B. 159
(b) Present economic rent as determined by states appraisal
(c) Period rent savings under S.B. 159

(¢)
Rent
Savings
(Per Period)

$5,900

5,900

5,600

5,150

4,475

3,465

1,945
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TESTIMONY ON

By Joe Wilho

Ladies and Gentlemen:

First, | would like to thank you for your time and efforts in
consideration of our "headache"; and second, | would like to request
youVhang in there"™ — we're improved, but not cured.

On my lot 7-A, Block 3, Alaska Industrial Subdivision, the proposed
lease payments of Bill 159 would total over three million dollars.
That's 45 times the 1975 valuation, or approximately 600 times the
appraised value when first leased in 1958.

I contend that this is not a fair lease. Not to me, not to future
leaseholders, and not to the State of Alaska. It will not encourage
development; in all probability it will force the leaseholders to do
unto others as the State of Alaska has done unto them; increase our
tenants”"rent, increase the price of our products and services to the
extent they are not competitive, thereby forcing us out of business
and to abandon our State leases. Within 10 to 15 years, Section 16
could easily be mistaken for a slum area.

I built a 12,500 foot warehouse for over $200,000.00, and have it
leased to Mammoth Trucking for 35 cents per foot, which is a fair
market value for the location. This is a gross annual income of
$52,500.00. With annual expenses as follows:

Bank payments $21,000.00
Utilities 4,274.59
Taxes, Insurance 6,311.14
Maintenance, Misc. 5,400.64
Land Lease 3,940.00
Total: $40,926.37

This produces a net profit, before taxes, depreciation, inflation,
vacancies, etc. of $11,573.63. Senate Bill #159 would allow me to
hold the property for approximately 10 years, which would relieve

my present situation and allow the leaseholders time to seek additional
corrective legislation, but both my inability to obtain bank financing
and my common sense would prohibit improvements or further development.
Look at the statistics:



ALASKA

EFFECT OF SENATE BILL #159 ON MY PROPERTY LOCATED BLOCK 1,
LOT SIZE APPROXIMATELY 64,C00 SQ.

INDUSTRIAL SUBDIVISION.
AT 565,640.00 TO BE REAPPRAISED 1978.

TERM

1-10

10-15

15-20

20-25

25-30

30-35

35-40

°_35

45-50

50-55

1. Above

% INC
TERM

% ORIG
VALUE
0% 100%
50% 150%
50% 22%%
50% 337.5%
50% 506.25%
50% 759.38%
50% 1,139.07%
5° % 1,708.61%
50% 2,562.92%
50% 3,844.38%
is MINIMUM

2. Ratos are compounded

3. When

lease finished,
(3,001,876 t 65,640)

NEW APPRAISED

$

VALUE

65,640.00
93,460.00
147,690.00
221,535.00
332,302.00
498,454.00

747,686.00

«1,121,531.00

leasee will

1,682,301.00

2,523,451.00

INDUSTRIAL SUBDIVISION LEASEHOLDERS ASSOCIATION

LEASE
PAYMENTS

52,512.00
39,384.00
59,076.00
88,614.00
132,920.80
199,381.60
299.074.40
448,612.64

672,920.28

1,009,380.40

LOT 7A, ALASK
FT. APPRAISED

ACCUMULATED COST
TO LEASEE

$ 52,512.00
91,396.00
150,972.00
239/586.00
372,506.80
571,888.40
870,962.80
1,319,575.44
1,992,495.72

3,001,876.12

have paid 45.73 times value



What amount would I, or anyone, have to invest to make this land
support a State lease under SB#159? And where and how could it be
financed?

Regardless of the formula used, as | said before, whether it be a
percentage of the reappraised value every five years, a comparison
to private leases, the number of quills on a porcupine divided by
pi, or the number of moose in the Mat-Su Valley times the square
root, if the total monetary figure exceeds six times the appraised
value of the land at the time of lease, it will not be a fair rental
that will enhance development and be acceptable to future leasees.

This is but one example of many, so again | request your cooperation.
Put your feet in my boots and walk a mile and I'm confident we can
pass a better law that will be fair to present leaseholders, more
desirable to all future leaseholders and non-leaseholders, and
beneficial to our State Government both now, and in the future.



February 22,

1977

Mrs. Kay Poland
Resource & Finance

Legislature of Alaska
Juneau, Alaska

Dear Mrs. Poland:

THE AR \RIOR. B O RNHRGC

This concerns our bank's attitude in providing funds for tlie
purpose of financing leasehold improvements on land leased from the

State of Alaska.

Our loans on

improved real estate are governed by certain

regulations made by the Comptroller of the Currency, United States
Treasury Department. Any leasehold, against which we are lending
money, must have a firm lease extending at least ten (10) years
beyond the term of our loan. In calculating the amount of the loan
against a leasehold, we must project the expenses incident to the
operation of the property. This includes lease payments that are

subject to

increases of an unknown amount. We are understandably

reluctant to make such loans.

Our bank's policy is to loan against leaseholds for a term in
whicli we are assured of a reasonable fixed payment. We will not make
loans when we are not able to accurately forecast the lease payments
during the term of our loan.

DCF/er

Sincerely,

/5" /

Vice President



IN SUPPORT OF THE LEASEHOLDERS BILL

In support of the 6% annual rental rate, | would like to request you
re-read the Hearing Panel Proposed Decision and Recommendation?, page

12, ™4, which quite clearly defines our position.

The total lease rental for the 55 year period proposed in our bill
would amount to $379,411.00. This is 5.78 times the 1975 appraised
value, or 75.88 times the 1958 appraised value. Under SB#159, the
total lease rental for the 55 yr. period would amount to over
three million dollars. This is 45 times the 1975 appraised value,
or approximately 600 times the 1958 appraised value.

In my opinion, our bill provides the maximum rental to be beneficial
to all concerned; an excellent return to the State, a fair settlement
to the existing State leaseholders, a fair opportunity for future
leaseholders, as well as the maximum rental allowable to encourage
development and bank financing. Whereas SB#159 is not beneficial to
all concerned. It is a maximum return to the State from current
leaseholders with existing improvements, from 10 to maybe 15 years
when they will be forced to give up their leases, it is not a fair
settlement to the existing leaseholders, it is not a fair opportunity
to future leaseholders, it will not encourage development, and it is
not acceptable to the banks for financing.

I would also suggest the elimination of the floating easement be
added to SB#159, as recommended by the Hearing Panel on page 19, 115
of their report.

Joe Wilhour



ALASKA INDUSTRIAL SUBDIVISION LEASEHOLDERS ASSOCIATION

EFFECT OF ALASKA LEASEHOLDERS ASSOCIATION PROPOSED BILL ON MY PROPERTY
LOCATED BLOCK 3, LOT 7A, ALASKA INDUSTRIAL SUBDIVISION. LOT SIZE
APPROXIMATELY 64,000 S.. FT. APPRAISED AT $65,640.00 TO BE REAPPRAISED

1978.

% INC % ORTG NEW APPRAISED LEASE ACCUMULATED
TERM ' TERM VALUE VALUE PAYMENTS TO LEASEE
1-25 01 100% 5 60,640.00 $ 19,700. $ 98,500.00
25-35 50% 150% 98,660.00 59,196. 157,696.00
35-45 50% 22 5% 147 ,990.00 38,794. 246,490.00
45-55 50% 337.5% 221,535.00 132,921. 379,411.-00

1. Above is MAXIMUM
2. Rates are compounded

3. When lease finished, leasee will have paid 5.78 times value
(379 ,411 4 65,640)



Subject: State land Leases

The following comments, ipinions, and recommendations regarding
State land leasing are offered to further acquaint you with the
bill we are submitting this session.

I first leased property in Section 16 in 1958 infan advertised
competitive bid sale. Mr. Chippcrfield, Territorial Director of
Lands at the time, told the group that we would pay no taxes on
the land because we didn't own it. This is not true - the city
of Anchorage came up with what they call lease-hold-interest, and
we have paid taxes every year. Also, we were told that over the
55 year period we would be paying more than the land could sell
for, but not having to pay taxes, it would be very little more.
Many of the present leaseholders acquired their land at the
original sale and wore Lold ihai iho Stale wanted to develop a
tax base, and develop the land.

I was in my thirties in 1958, so a 55 year lease represented my
life span. Either through stupidity or unwarranted faith in the
integrity of the State, | have spent most of my, and my wifes,
available time and money that was not absolutely necessary for a
growing family, on the development of these leases. A lot of this
time and money was spent improving the land itself; stripping the
trees and tip soil, filling a large gully which ran from the road
through the property and along the south side and adding gravel.

I now lease these improvements back from the State.

Until recently the State has adjusted our rent every five years
from approximately 41 to 100 percent, which is high, but workable.
Now that the land has been developed and put to good use, forming
a tax base by the investment of millions of dollars, and creating
employment for over a thousand people, the State has adjusted our
rent 850 percent to over 1000 percent.

Arc wo reverting back to a feudal system? Or State l.and Baron
vs sharecropper leasees? Or a con-game? One wonders, but with
lease payments so high it's the equivalent of the State condeming
the land! Through their reappraisal, the State has, in effect,
condemed the leases.

Under the current policy the State has turned a 55 year lease into
a 5 year lease. This year there has been less development in
Section 16 than in any other part of town. It is impossible for
the leaseholders to get financing, v/hich has stopped development.
See paper from the First National Rank of Anchorage attached. One
guestions whether it is advisable to repair a leaky roof.

My position is impossible. Mv annual rent increased from $1,940.00
to $32,800.00. I cannot increase my investment because the
financing has been made impossible. I cannot raise my tenants

rent and compete with fee-simple land rents. To raise mv rents
accordingly will only create vacancies and undermine mv chances of
making lease payments if and when the State does come up with a
fair rental. And | cannot afford to just walk away from mv 20 years
investment of time and monev, with only part of the money repaid to
the bank.
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At tne 1975 rate of $3940.00 per year, | would pay the State, for
my less than 2 acres, a lease rental for my remaining 37 years,
$145,780.00 - nearly 15 times the original appraised value, plus
what's already been paid the past 18 years.

At the current rate of $32,800.00 per year, and withno additional
reappraisals but precariously assuming | could hold onto the property,
I would pay the State for my less than 2 acres, a lease rental for

my remaining 37 years, $1,213,600.00, plus what's already been paid
the past 18 years.

If the State raises my rent the same 850 percent every 5 vears, |
would pay the State a lease rental of my less than 2acres, for
my remaining 37 vears, $272,151,090,464.00, plus what's already
been paid the past 18 years. Fantasticl

It appears the State not only wants their land back, but also my
improvements! Who pays the bank? What amount would | have to invest
to make it support a State lease? Few, if any of us, would not

give up our leases if we could recover our investments.

In comparison to the Fishing land leases, the lease for set-net
fishing, not to exceed 10 years, quote, "The Director shall establish
a reasonable rental for the lease, equal to the Administration costs
involved in processing the leasehold application.” These leases,
however, may produce large profits for the leasee with small,
comparable investment, and cost less than $50.00 a year.

In comparison of individual tracts of land, Bob Penney and the
Teamsters Union ctre leasing larger tracts, of greater value, for
pennies where many are paying dollars. Mr. Penney averages about
$750.00 per acre. The Teamsters Union averages about $3,500.00
per acre - with no reappraisal. Mv lease averages of $19,000.00
per acre! If I, and my banker, had chosen to bo dishonest we could
have arranged a similiar situation, but that is not justification
for bias on the States behalf.

In comparison to housing, the State has passed a law of rent control
whereby the leaser must justify any housing rent increase. Mo law
exists for State leaseholders and rents may be unjustly raised. No
law states we cannot just pass this increase on to our tenants, but
there is no way we could still compete with fee-simple land rents
so we will only create vacant land and buildings. Because, however,
additional expenses must be commensurate with additional income

if we are ho survi \e financially, a large measure, or all, of

such additional expense must be passed on to our tenants, ox

added to the cost of our product or services. The State should not
be the leader increasing such inflation, but should take every action
possible to hold it down.

In comparison to other land lease policies, the Mat-Su Borough
pamphlet of June 26th states the lease amount is not subject to
reappraisal. The highest bid establishes the annual rental for the
55 year term of the lease, with the capital move to Willow, how will
the State lease land in the Willow area?
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Some possible recommendations:

1. Level payments, similar to the recent Mat-Su Borough auction,
not changed every time the administration is changed. Eliminate
the State "open-end"” policy. A stable lease enables the leasee
to plan ahead and this ridiculour predicament won't happen again
in the future.

2. Some arrangement should be made wherebv a.lease is bankable.

A long term lease should be comparable and competitive in price
at time of lease, .with fee-simple sales.

3. Taxes, if any, on the land itself, should be at a percentage
rate', on all state-owned lease land.

4. Consideration and lowering lease rate scale for value of improvements
made, due to additional taxes incurred and as incentive to develop
industry, and protect human rights.

5. Some method to renew a lease 15 to 20 years prior to its current
expiration date, in order to secure financing and continue to
develop the property.

6. Maximum return for State leased land should be a fair rental
encouraging leasing and development of additional State land,
and not exorbitant returns and the eventual forced voidance
of the approximately one percent of state land now leased.
Forced voidance of the present land leases, and continuance

of the existing policy so no one will be dumb enough to lease
additional lands, will surely not benefit the State, and just
as surely will not benefit her residents.

7. The present blanket easement should be eliminated from the
leases not only because it is not bankable, but also because
if exercised, it*would take all value out of the leasehold
interest, and could ruin the leasee business without any com-
pensation.

As | see it, the recommendations should result in a lease policy that
rake leases desirable to you as individuals, and all residents of the
State. They shouldn't change every 5 years. They should be bankable
and have a value, especially after payments have been made for some
20 years or more. They should, as the Constitution states, "enhance
development”. The State will get their maximum return by taxing the
development and its income, and by being able to lease their millions
of surplus lands. Reappraisal and any adjustment of increased values
due to inflation should come at the end of the lease period. If this
can't be done, the land should be sold, allowing credits for those who
have for a long time paid lease rentals, paid to improve the land itself,
and paid to develop the property into taxable use.

The State gets three shots at its leaseholders; (a) land lease rental
payments, (b) taxes on improvements and (c) income tax. Bv taking an
unfair advantage of the lease rental payments, the State will, or
possibly has already, eliminated all three.

On Thursday morning, Dec. 16th, | attended the Governors Advisory
Committee meeting wher two representatives of F.H.A. testified

that the appraisal clause and other parts of the State leases
would not be acceptable for F.H.A. commercial or residential loans.

Mr. Paul Troch, (344-4665) a constitutional lawyer and teaching
professor testified he has clients who are going to bring suit if
that is the only way to get the State to comply with the regulations
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provided in its charter, which reads the State must provide a way
to distribute its lands to the public for development.

Thursday afternoon | saw Mr. Richard Ullrich, Loan Examiner of the
State Veterans Affairs. After explaining the terms of our State
leases, he said the State Veterans would not, or could not, make
a loan under the terms of our leases. Expecially the reappraisal
clause which the State Division of Lands claims is a fair rental.

Also, Thursday, | visited the Alaska State Bank where | couldn't
help but notice the pictures of Anchorage, taken about 1915, on the
walls. And compare the Anchorage of today through the windows.

I wondered what Anchorage would look like now if the Territory, or
Federal Government, had used the present state land policy to develop

the area.

There is no way the leaseholders can unreasonably increase the price
of their rentals, products, or services, every five years to meet
the increased rentals which the State Division of Lands claims are
fair. Local competition in the town and the State, as well as State
and Federal regulations, such as the trucking industry who must abide
by ICC regulations, eliminate the possibility. Other businesses in
town, grocery stores, department stores, banks, etc. do not raise
the price of their products and services because of the appreciation
of the land their businesses are occupying. They must compete too.

It would seem the State is in the same position with their excess
lands as the banks are with their money. Both need people to manage
it. The banks, thanks to competition ana regulations, do not change
their interest rates every five 'ears on committed .loans. The State
should be forced by law to adopt the same policy and not be allowed
to take advantage of their monoply of State land, or the few dumb
tenants they have trapped.

I think that six percent annu;l rental of the original appraised
value of che land for 55 years would be a fair rental which would
enhance development. This would net the State over three hundred
percent more income than could be derived from the sale of the
lands, plus considerable savings in State administration and
litigation costs, plus the return of the land to lease again or
re-evaluation of the leases at their expiration, which would be
acceptable to the citizens of the State, be they present of
prospective leaseholders, or non-leaseholders who none-the-less
derive benefits from the money collected.

The problem as | see it, is not the few leasees who now hold State
leases. They are insignificant. It i.s restoring the credibility
of the State as a monopolistic landlord, and creating a workable
policy of developing and utilizing a portion of Alaskas millions
of acres of land, whether by leasing or selling. The people of
this State cannot afford, and will not allow this, or any other
administration, to lock up their 100 million acres of land in a
non-productive policy. A percentage of it must be made productive
to support the parks, animal habitats, scenic lands, wild rivers,
and so forth.

Senator Stevens newsletter is attached, informing us of an amendment
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sighed by President Ford with regard to Federal leasing in Alaska.

The law will allow individuals to gain a right to and an interest
in federal lands by actively working to develop and use the land
productively. I intend to find out what their lease policy is.

The land policy of the State, if not changed or altered, has been
and will be, more devastating to the State and its present leasees
than the 1964 earthquake. High prices are caused by the scarcity of
land, which is caused by the State.

I would like to present the paper | gave to Commissioner Martin
showing the effects of a 5% annual increase in appraised value. It
shows the State would collect over 13 times the value of the property
in 55 years, plus the return of the land. The State would collect
$131,967.00 for property valued at $10,000.00. Commissioner Martin
said this was much too high and overvalued. I then asked him to
visualize and calculate raises of 40%, 100%, and 850%, the raises

we have been accessed, in lieu of the 25% as shown on the first

three re-appraisals.

Th Commissioner said the State did not wantour land back, but he
did not explain the ridiculour increaase in our rentals.

I saw Mr. Whitehead, one of the Governors Aids, who among others,
said there were those who did not believe in individuals owning
land, though he didn't name any, and | have not net any whohave
admitted this belief. He said I was on the defensive- thisl will
admit. | asked him what other position | could take considering
our past experience with the Division of Lands. Except for a few
slips in our recent hearing, | have not heard of any evidence from
any person in the administration making any effort to resolve some
of the deficiencies in their land lease policy. Surely they have
had many opportunities.

Possibly if we could have seen the Governor first, cbout six months
ago like we requested, we would have had a solution long ago. I
would like to make the sugestion this committee recommend that we
see the Governor before he makes his final decision so that he can
get our information first hand.

In support of our bill - first the proposed decisions and recommendations
of .the hearing we had with the Division of Lands. It appears that
their decisions were almost entirely in our favor, though | don't

feel they addressed the five year reappraisal fully. Many of the
Legislators we contacted said the only solution would be for the
State to sell the land, giving preference and some credit to the
leaseholders who have paid rent, improved the land and developed the
land for a long period of time. This would return to the State 100%
of its value, but no return of the land.

Others said we should have a lease with level payments of 6% of the
value for 55 years, which would return to the State 360% of the value
plus return of the land.

Still others said they should use 8% with the above formula, which
would return to the State 480% of the value, plus the return of the land.
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These proposals were not submitted - not because we thought they
were unfair to the Statem or the leaseholders, but because we did
not think they would pass the Legislature and the Governor.

Our bill will return to the State almost 600% of the value, plus

the return of the land. In our conference with John Radar, he asked
us if we owned the land, would we lease it under the terms of our
bill? | answered Definitely Yes! If I could collect about six times
the.value of the land over a 55 year period and still retain the
title with no taxes, orexpenses, and then pass it on to mychildren
to release or sell at a newappraised value, it would be anexcellent
deal! %

| also told him that I would have no problem lobbying our bill in
the States behalf, except that | am not sure it would be acceptable
and marketable to future potential leasees. Certainly it should be
more acceptable than the States present lease policy, and return to
the State a much greater amount of monev.

Mr. Radar said we are dealing in future money with probable less

value. The banks are dealing with future money with probable less
value, and because of inflation also have a declining principal value.
The State should be satisfied with future money in order to get
present money. But in addition, they will get an accelerated principal
in the return of'their land. There is very little business anyone can
conduct without committing themselves to accept future money.

Lease value is determined by the terms of the lease. Surely

sophisticated bidders* will bid up the price to where the State will
get their maximum value. The State can set the minimum price, see
if the leases will sell and adjust the price in future sales, up or

down, according to the response of the buyers. But they should not
wait until their leaseholders have devoted 20 years of their lives
developing State leases, then raise lease rentals to the extent
that they make unsophisticated, negative state leaseholders out of
trusting leaseholders. I think our recent hearing proved that we
are negative leaseholders. The terms of the lease we now have are
negative. Negative to the degree that it has reduced both the value
of our leases and improvements to almost zero. Terms of the lease
determine the value. Future sales will be to the highest bidder and
should assure the State of maximum return for their land.

One State Senator stated he thought the State has destroyed their
leasing program and their creditability beyond repair, regardless
of their future policy.

The State, claims our leases are undervalued. I would say they are
wrong. | and others have paid in the past seventeen years several
times the value of our leases, and will in the next 38 years pay
for it 17 times more if our proposed bill is passed. Is that an
undervalued lease?

In closing, | would like to state that | have been an Alaskan since
1941 with continual residence except for my years in service from

1943 to 1946. The last 20 years I've worked to improve this leased
land and now have several substantial buildings, tho | owe the bank
over $400,000.00 in personal guaranteed loans. I've v/orked hard. I've

provided for increasas such as inflation and taxes, but who of us can
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afford 850 percent increases? We who have paid many times the
original value, held it, and improved it, should be entitled to
justice. It seems impossible that 20 years of work and investment
can be wiped out with one stroke of a pen - in this country!
Particularly so, when it does not appear beneficial to the State
Government, or her resident Alaskans.

I ask again for you to give our bill your most considered deliberation
and .wish you well in coming to a fair decision. Thank you for your
time.

Joe Wilhour

376-5601
Box 740, W asilla, Alaska 99687
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THE ARST NRIIONDL BANK - BNOORE
June 18, 1976

Mr. Joe Wilhour
Anchorage, Alaska e

Dear Mr, Wilhour:

We have reviewed vour informal request to consider fi_nancin% a new huilding
on Commercial Row, the loan to be secured by an assignment of the State land
lease and the building placed on the lease.

V. ¢ '

At this time it is impossible for us to give you a commitment for construction
until we can confirm what the future rental ‘on the building will be. We have
reviewed the other financing that we have done forgou on your groperty and
find that the guarterly rent has been raised from $996.00 t0 $8,200.00, an

increase of 850%. A'further review of the lease indicates that every five years

ft can be similarly raised.

Under these circumstances, it is impossible for us to guess what the future
land rentals will be, and therefore, unless you are able to secure a lease of
"an equal term to the mortgage wherein the tenant agrees to pay the increased
land rental, it will be impossible for us to advance the creditrequested.

V %e %
y

DHCanh

*rd L 'm . m

The First National Bank of Anchorage « PO Box 720 < Anchorage. Alaska 99510
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EXAMPLE OK A LONG TERM LEASE APPRAISAL METHOD
..

*j)j$:-r m ASSUME ORIGINAL COST OF LEASE $10.000.00
LEASE PAY MENTS TQW - AL 75% OK APPRAISED VALLE X 6%/VIC

}'A-V

yovido 4 AGCLMI LATI

tprmgss % INC %INC %ORIG NEW APPRAISED LEASE COST TO

' HI TERM VALLE \ALI E PAYMENTS LEASEE
i’
& 0i "™ 2% 100.00% 10.000.00 2.250.00 12.250.00
L .

585 . 23jf. 125.00% 12.500.00 2.012.50 15.062.50
l . = © o? »e

<Hé) 5% 256 156.25% 15.625.00 3515.63 10.570.13
*

»

1015 5% 25% 1631 10.531.25 4.304.53 22.072.66

1529 3v 25% 24-1.14% 24.4 11.06 5.403.16 20.465.02

20-25 5% 25% 305.111% 30.51 7.50 6.066.44 35.332.20

251-3‘0 . =79 25% 301.40% 30.146.00 0.503.05 43.015.35

.. . I.

3035 = 25% 176.05% 17.603.73 10.720.0? 54,644.16

35-40v.'  y» 25% 506.06% 50.604.06 13.411.02 60.055.10

1] % 5

4045 5% 25/ 715.00% 71.505.03 16.+(.'3.71 04.010.05
i

45-50 Fh 25% 031.35% 03.132.20 20.051.71 105.773.66
I L4

50-55 o 25% 1.164.10% 116.415.36 26.103.30 131.067.05
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Vviv'i
W

ewsdf/ ¢ 0o o .

vi’T' ~ Al.the end of a typical 55 \car lease using a reasonable 5%/\car increase in appraised value.
the Stale of Alaska collects SI31.067.05 for a parcel that cost $10,000.00 originally  *lill
owns the land, and lease holder has iio accrued npiitv. lo compare this to fee simple title
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WILLIAM A. EGAN, Governor

BOARD OF EDUCATION / POUCH F — ALASKA OFFICE BUILDING
JUNEAU 99801

April 8, 1977

Honorable Alvin Osterback, Chairman
House Resources Committee

Alaska State Legislature

Pouch V

Juneau, Alaska 99811

Dear Chairman Osterback:

HB 383, relating to state land, was introduced at the request of the Governor on
March 22 and is, we hope, amc. ig those bills that he indicated he would not press
for passage this year.

In HB 383 we see areas of public concern that require review, record search and
fuller public discussion. We do not oppose the bill at this time, but we recommend
that action not be taken on it this year.

We believe MB 383 has certain drafting deficiencies and uncertainties,and wewc aid
hope those might be addressed between sessions. 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 reveals, we believe it inappropriate that some government agencies en-
joy 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 sub-
version of such lands' intended purpose; namely, to create income for staled public
programs. 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 necessaryanalysesand to
put them before this Legislature's second session.

We note that HB 387, introduced a day later, touches on at least one of the same
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subjects addressed by HB 383. Because of that, and because HB 387 is notin 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.

Sincerely,
yO e . o -1/ [
y o 'dAf-Xtd-i-,2).- Ty ]

Katherine T. Hurley, President
State Board of Education

cc: Jay S. Hammond, Governor
State of Alaska

John Sackctt, Chairman
Senate Finance Committee

Steve Cowpcr, Chairman
House Finance Committee

Kay Poland, Chairman.
Senate Resources Committee

Hugh Malone, Speaker
House of Representatives

John lj. Rader, President
Alaska Stale Senate

Theodore G. Smith, Director
Division of Land & Water Resources
Department of Natural Resources

Members, State Board of Education
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POUCH Y m8TATE CAPITOI
JUNEAU. ALASKA 99811

TGEL 907-465-3800

LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM March 9, 1977

SUBJECT: CSSB 159, relating to leasing of state lands

TO: Senator John Sackett, Chairman
Senate Finance Committee**-'

FROM: John B. Chenow”th
Legislative (Zoun

The above-referenced b ill has been referred to the Finance
Committee.

Should the committee concur in the changes to the original
bill made by the Resources Committee, please amend page 1,
line 23 to make reference to "the preceding ten-year period"
rather than the five-year period mentioned, to conform to
the alteration of the reappraisal period from five to ten
years.

JBC:hjd



February 22, 1977

Jay S. Hammond, Governor

Pouch A
Juneau, AK 99311

Dear Covernor Hammond:

The Ad Hoc Committee on land policies and procedures has met on a weekly schedule
since late October. We have addressed many problems dealing with the administration
of the state's land patrimony. Many of these problems need resolution through

the legislative process. Accordingly we are submitting these following recom-
mendations as an interim report of the Committee, in the hope that the legislature
may act during its current session.

Recommendation $1

The committee recommends that the State adopt a system of level payments in
place of declining payments in its sales contracts. The system of level
payments is in common use in the business world, and the payment figures are
easily set forth in a contract. The disadvantage of the present method is
that interest must be recalculated every year and the payments decrease each
year. From both the State’'s and the buyers' viewpoints, the level payment
method would be preferred. The State would receive slightly more in interest
payments over the contract terms and the buyer would not have to make as high
initial payments.

Section 2 & 3 of the attached draft bill would accomplish this.
Recommendation #2

The committee recommends that the State charge a market rate of interest in its
sales contracts. The interest rate, at present 673 is below market levels and
may have contributed to inflated prices at state land sales. By setting interest
rates at market levels, the State would help prevent inflated land prices and

at the same time return more income to the State. To provide for a market

rate of interest in sales contracts, no change in AS 38.05.065 would be re-
guired. The addition of a statement of market rate in this statute would be
desirable, however.

Section 3 of the attached draft bill would accomplish this.

Recommendation i?3

The Committee recommends that all sales contracts over $400.00 per year have

the option of paying in quarterly installments instead of annual installments.
It is the committee's belief that this would ease the financial strain on the

buyer and yet not add significantly to the State's administrative costs.

Section 3 of the attached draft bill would accomplish this.



Recommendatlon ft4

The committee recommends that the Director he given the authority to set the
payment period from one to twenty years. This type of flexibility would allow
the State and buyers greater market possibilities. (

Section 3 of the attached draft bill would accomplish this.

. # *
Recommendation I5

The committee believes that the word "primarily" may imply special consideration

to some lessees. In order to treat all lessees fairly and equitably the com-
mittee recommends that the word primarily be stricken. Deleting "primarily"
would clarify the basis for reappraisal. This recommendation is also made by th

hearing panel on the Alaska Industrial Subdivision leasing protest. :

Section 8 of the attached bill will accomplish this.

Recommendation if6

Since public notice is covered in AS 38.05.345 the change to "appraisal" for
AS 38.05.310 is warranted by its present content. The committee recommends
that land may be appraised 120 days in advance of a sale or lease. The change
from 90 to 120 days would be desirable in that minimum bid information could
be given to the public well in advance of the actual sale or lease auction.

Section 10 of the attached draft bill will accomplish this.
Recommendation ifl

The committee recommends that land offered over the counter be reviewed at

90 to 120 day intervals to determine if an increase in value has occurred. This
review is desired so that parcels are not undervalued by progressive changes

in the market.

Section 10 of the attached draft bill would accomplish this.
Recommendation if8

The committee recommends t. at in Title 38.05 of the statutes the terms "fair
market value" bo used in place of "fair appraised market value" and "market
value." The meaning is meant to be the same in all cases. The committee

would like to see one standard term used to avoid confusion and misunderstanding.

Sections 4, 5, 7, & 13 of the attached draft bill would accomplish this.
Recommendation if9

The duration of a lease and the. economic life, of substantial improvements, such
as stores or factories may not coincide. In order to see tint state leased land
is used in a rational economically productive manner the committee recommends
that lessees of long-term leases be given a renewal option for up to fifteen
years. This type of option would grant the lessee more flexibility in maximizing



hi.;? .investment returns, especially during the final years of his lease. It

vonld also increase the lessee's planning possibilities for use of the leased
ground. This action would also soften the impact of termination of the lease.
Snccifical.lv, this would permit a lessee to work substantial repairs to a building
when the remaining term of the lease would not otherwise Justify it.

Section 6 of the attached draft bill would accomplish this.

Recommendation #10

In order to provide a uniform 55 year limit for all long-term leases the committee
recommends deletion of the 99 year provision found in 33.05.070(c) for school
lands.

Section 6 of the attached b ill would accomplish this.
Recommendation #11

The committee believes that state trust lands (school, mental health, and
university) are now and have been managed at a low intensity. These lands

may be returning only a fraction of their potential value that could be re-
alized by a small full time management staff. The Division manages, these

lands at no charge to the various trust funds and receives no reimbursement

for its services. Therefore, it has traditionally placed low priority on
management of these lands. This committee recommends that the State

Legislature authorize each trust board the authority to freely contract with

any agency or private firm for the management of its lands for revenue production
in accordance with the state's land act.

Section 1 of the attached draft bill would accomplish this.
Recommendation //12

To provide the lessee insurance against a land boom or unexpected increase the
committee recommends that rental increases at the five-year reappraisal periods
not exceed 1002 of the prior existing annual rental rate. This action would
increase the predictability of the lessees payments. The stability thus created
would add significant borrowing power for the lessee to finance improvements on
the .leased ground. Mr. Mack of this committee does not concur and believes that
1002 is too high a ceiling.

Section 3 of the attached draft bill would accomplish this.
Re.commandation 413

The Division of Lands has had many protests from private parties over the past
few years leading the committee to believe that a hoard of appeals :Ls highly
desirable and needed, at this time. At present there exists no arbitration board
or board of appeals to handle appeals allowed by Division of Lands regulations.
The creation of a board of appeals would effect a responsive mechanism for solving

most problem cases arising out of Division of Lands transactions that affect private

parties. The board of appeals would be faster and loss costly to private parties
than legal recourse, which would still be available. The board is structured to
maintain adequate expertise while attempting to eliminate bias in favor of the



Division of Lands. The appeal board would substitute for the Commissioner in

the present appeal process.

Section 14 of the attached draft bill would accomplish this.

Recommendation i'*l4

The current procedures.for informing the public of state lands transactions are
covered in AS 33.05.305 and AS 3S.05.345. The two procedures do not mesh in a
clear manner. The committee recommends that the procedures be clarified in a
manner that w ill be flexible enough to inform the public fully and yet not
require multiple advertising for minor negotiated transactions.

Section 11 of the attached draft will accomplish this.

Recommendation #15

To implement the new lease provisions recommended by this committee new lease

forms for various types of leases will be required. It is the committee's recommendation
that the Division draft new lease forms to comply with the statues adopted, and

that the new forms be reviewed by this committee.

Recommendation [t16

At present many lessees are suffering hardship due to rent increases of several
hundred percent. To provide for this relief and as a curative for such future increases
the statutory provisions found in section nine are recommended. Provision

for optional conversion of present leases to ones tliat will place a ceiling of

100Z on rental increases every five years will largely prevent future hardship cases
and resolve satisfactorily the present cases. With a rent ceiling lease rental
increases w ill be more predictable resulting in more financial stability for the
lessee. Hr. Mack does not concur with the limitation of 100%.

Section 8 & 9 of the attached draft bill will accomplish the above recommendations.

Recommendation it17

The committee recommends that the Legislature apply the provisions found in Title
38 to those in Title 3 and Title 19. The rationale would be to make land laws
uniform between the Division of Aviation, Department of Highways and Division of
Lands.

Recommendation #18
To comply with new statues the committee recommends a major overhaul of Division
of Lands regulations. The committee has found many of the regulations now in

effect to be outdated and superseded by statutes.

Recommendation //19

The committee recommends that the State be given more flexibility to resolve
contract of sale violations. This is necessary to prevent foreclosure as the



