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only remedy for minor contract violations.
Section 3 of the attached bill will accomplish this.

The comnittec wishes to note that in the course of public testimony it was ap
parent that Division of Aviation lessees had significant problems with their
current leases. This subject was not within the scope of the committees de—
liberations and, therefore, not addressed.

The committee wishes to emphasise that this is an interim report and will be
followed by additional recommendations not necessarily involving legislative
actions.

THEODORE C. SMITH
e Co-chairman

Committee Members:

Hugh Cellert, Co-chairman
William Mack

John Norman

Lidia Sc.lkregg

Jamie Love

Carl Marrs

Clark Cruening

Mike Colletta

Herb Lang

David McCabe



IN THE BY RULES COMMITTEE BY REQUEST
OF THE GOVERNOR

BILL NO.

IN THE LEGISLATURE OF THE STATE OF ALASKA

* TENTH LEGISLATURE - FIRST SESSION

A BILL

For an Act entitled: "An Act relating to state lands and providing for

an effective date."

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

* Section 1. AS 38.05.030 is amended by adding a new subsection to read:

Section 38.05.030 (f). Notwithstanding the provisions of (a) and (e)

above and 38.05.035 (a)(13), the trustees of state trust lands may manage or

contract with any agency, pullic or private, for the management of trust

lands pursuant to the provisions of this chapter. Costs ,f such management

shall be bo.ne by the respective trusts.

* Section 2. AS 38.05.055 is amended to read:

Section 38.05.055. SALE PROCEDURES. Exceptas provideu in Section

315(d) of this chapter, the sale shall be made at public auction to the

highest qualified bidder as determined by the director. An aggrieved bidder

may appeal to the commissioner within five days after the sale for a review

of the director's determination. The sale shall be conducted by the director

or his representative, and at the time of sale the successful bidder shall

deposit an amount determined by the director but not less than 5% (EQUAL TO

ONE-TENTH) of the purchase price. The director or his representative shall

immediatley issue a receipt containing a description of the land or property

purchased, the price bid, and the terms of slae, which receipt shal’ be
acknowledged in writing by the bidder. A contract of sale on a form approved
by the attorney general shall be signed by the purchaser and, after approval of
the commissioner, the contract shall also be signed by the director on

behalf of the state.

* Section 3. AS 38.05.065 is amended to read:

Section 38.05.065. TERMS OF CONTRACT OF SALE. The contract of sale

shall require the remainder of the purchase price to be paid over a period



of not more than 20 years, which sha be set for each sale by the director.

Installment payments plus interest will be set on the level payment basis

over the payment period. The interest rate charged on installment payments

shall be the prevailing rate on similar land transactions at the time the contract
is signed, as detsrmined by the director, but in no case shall it be below

5% per year or above the current usury rate as set by AS 45.45.010(b) and (d).

(IN ANNUAL INSTALLMENTS OF NOT LESS THAN 10 PER CENT OF THE PURCHASE PRICE,

WITH INTEREST AT THE RATE OF NOT LESS THAN FIVE PER CENT A YEAR.) The

director, with the consent of the commissioner, may also impose conditions,

limitations, and terms which he considers necessary and proper to protect

the interest of the state. Violations of any provision of this chapter or

the terms of the contract of sole subject the purchaser to appropriate

administrative and legal action, including but not limited to specific

performance, foreclosure, ejectment, or other legal remedies in accordance

with applicable state law. (LEGAL ACTION, INCLUDING A FORECLOSURE ACTION

IN ACCORDANCE WITH APPLICABLE STATE LAW.)

* Section 4. AS 33.05.067(b) is amended to read:

Section 38.05.067(b). The director shall not sell the lands under this

section at less than their fair (APPRAISED) market value. The director shall

make regulations necessary to ensure that lands sold under this section are

for bona fide residential use and not for speculation.

* Section 5. AS 38.05.068(a) is amended to read:

Section 38.05.068¢(a). FOREST SERVICE PERMITTEES' SALES PREFERENCE.

Before offering to the public any land which is subject to a valid existing

United States Forest Service permit in effect in a state-selected area at

the time the area was patented to the state, or which is subject to a lease

issued under Section 87 of this chapter, the director shall offer the land

for sale to the permittee or his su cessor in title, if he can be found, at

not less than its fair (APPRAISED) market value before offering to the

general public.

* Section 6. AS 38.05.070(c) is amended to read:

Section 38.05.070(c). A lease may be issued for a period of up to 55

years, if it appears to be in the best interest of the state and if the

commissioner approves. A lease for a period in excess of 25 years shall grant

the lessee an option entitling himto extend the term of thelease for upto

3 consecutive five year periods in addition to the original term. If the Commissioner

determines that the land or a part of it which is the subject of a grazing



lease is not being used for the purpose issued, the lease may be declared void.

(HOWEVER, A NONRENEWABLE LEASE FOR SCHOOL LANDS MAY BE ISSUED FOR A PERIOD NOT
TO EXCEED 99 YEARS.)

* Section 7. AS 38.05.087(a) is amended to read:

Section 38.05.087(a). FOREST SERVICE PERMITTEES' LEASING PREFERENCE.
Before offering to the public any land for lease which is subject to a valid
existing United States Forest Service permit in effect in a state-selected
area at the time the area was patented to the state, the director shall
offer the land for leasing to the permittee at not less than its fair
(APPRAISED) market value before offering it to the general public.

* Section 8. AS 33.05.105 is amended to read:

Section 38.05.105. Each lease shall stipulate that the annual rental
payment is subject to adjustment at five year intervals and shall be based
(PRIMARILY) on a reappraised annual rentalevalue. Any increase due to

reappraisal may not exceed 100" of the annual rental for the preceding

5 year period. However, if the director of the division of lands determines
that residential development is the best use for the land, the reappraisal
period may be lengthened or the readjustment waived in accordance with
regulations adopted by the commissioner. Before a waiver of rental readjust-
ment is issued, the land shall have a current reappraisal. A waiver is valid

only if residential development actually occurs, and only if it is necessary

fo obtaining primary long-term financing. The regulations adopted under
this section shall ensure that the state receives a fal!r return from the
land.

* Section 9. AS 38.05 is amended by adding a new paragraph to read:
Section 38.05.106. CONVERSION OF LEASES, (a) Any person holding a
valid lease as lessee of lands from the State under provisions of AS 33.05.070

.105, or as an approved assignee of such lessee under the terms of such
lease, may, at his option, convert his lease so as to obtain certain benefits,

enumerated in subparagraph (b) below, which were not available to him at

the date his lease v/as originally entered, if the lessee at the time of conversion

makes all payments due under the conversion rate and is not in violation
of any other lease provision.
(b) Those lease benefits which shall be made available to a lessee
qualifying under subsection (a) of this section shall be all of those
lease provisions authorized or made applicable by this act to new leases

entered into by the State after the effective date of such statdtes.



(c) The effective annual rental value at conversion shall be based on
the most recent reappraisal provided that such reappraisal was within 2 years
of the effective date of this act. In all other cases, the conversion shall

be based on the next reappraisal.

(d) Any conversion as to trust lands shall be effective only if approved
by the appropriate board of trustees.

(e) Applications for conversion must be made within 3 years of the
effective date of this act.

* Section 10. AS 38.05.310 is amended to read:

Section 38.05.310 (NOTICE AND) APPRAISAL, (a) Mo land may be sold or
leased, or a renewal lease issued (WITHOUT PUBLIC NOTICE) except in the
case of an oil or gas or mineral lease, unless it has been appraised within
120 (90) days before the date of (FIXED FOR THE) sale or lease. (WHEN LAND
IS OFFERED AT PUBLIC SALE BUT IS NOT SOLD AND IS AVAILABLE)For over the
counter sale (AT THE PRIVATE SALE, NO) an (RE)appraisal is required unless

the director finds (CONSIDERS) that a change in value of the lands has not

(HAY HAVE) occurred. A grazing lease may be granted to a lessee of federal
grazing lands without prior appraisal, if his federal lease was cancelled
to allow the state to select the lands under lease. No land may be sold or

leased for less than fair (THE APPROVED, APPRAISED) market value, except
as provided in .315 and .320 of this chapter and .75 - .85 of this chapter.
No land or interest in land may be sold, leased, or otherwise disposed of
without public notice.

(b) When land is offered at public sale but is not sold, it may be

available for sale over the counter. The director shall review the list

«'r



of lands available on a quarterly basis and shall certify thatthere has -

been no change in value since the last reappraisal. If an increase in value

occurs in any parcel, the director shall withdraw that parcel from sale over

the counter.

* Section 11. AS 38.05.345(a) is amended to read:

Section 38.05.345(a). Public notice of an auction sale (LEASE OR OTHER

DISPOSAL) of land or interest in it shall be substantially as follows.

* Section 12. AS 33.05.345(e) is amended by adding a new subparagraph to read:

Section 38.05.345(e) Public notice of an action other than as specified

in paragraph (a) above shall conform to the requirements of AS38.05.305

and this paragraph. Such notice shall, when given pursuant to AS 38.05.305(c),

be published at least once in a newspaper of general circulation in the

vicinity in which the land affected by the proposed activities is located.

* Section 13. AS 38.05.355 is amended by adding a new subparagraphto read:

Section 38.05.355. "Market Value" or "Fair Market Value" means the

highest prices, estimated in terms of money, which the property would bring

if exposed for a sale for a reasonable time 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 purH ses for which the property is

adapted or could be used.

* Section 14. AS 38.05 is amended by adding a new paragraph to read:

Section 38.05.380. STATE BOARD OF LAND APPEALS, (a) The State Board

of Land Appeals shall consist of five members, one of whom shall be the

Commissioner of Natural Resources or his designated representative. The

other members of the board shall be appointed by the governor from the general

public, with due regard for the de-irability of prior legal, natural resource

or real estate training and experience as criteria for selection of public

members. All board members are subject to or tion by a majority of the

members of the legislature in joint session.

(b) The director of the division of lands shall provide administrative

support for the board.

(c) The governor shall appoint the public members of the board for

(terms of three years each, except that the initial terms of one of the

members first appointed under this chapter shall be for one year and one

member for two years. The public members are entitled to compensation

best



in the amount of $50.00 per day for each day or portion of a day spent

in actual meeting or on authorized official business incident to their duties
and to all other transportation and per diem expenses as provided by law.
(d) Jurisdiction of the boardshall extend to all matters arising under

the Alaska Land Act (AS 33.05) and the Water Act (AS 46.15) from which an
appeal may be taken under statute or regulation to the commissioner from
a decision of the director, division of lands. The board in all appeals
filed after the effective date of this chapter, shall have the appellate
authority formally vested in the commissioner by provisions of the Alaska
Land Act. An appeal from a decision of the board, if taken, shall be to the

Superior Court.

of a quorum shall be able to render a decision. The board shall adopt
regulations governing its procedures, and may adopt other regulations which

may be necessary or convenient in carrying out the purposes of this chapter.

%



TO: Senator Croft

FR: Jamie Love

RE: SB 159
2/22/77

As promised, I am providing you with comments on SB 159,
which would change the state®"s leasing policies with regard

to the methods of determining annual rents. As you are
surely aware, rental readjustments on state leased lands
have become quite a controversial subject. This first

manifested itself in highly publicized transactions such

as the Teamster®s Mall lease and the Penney lease near
Merrill field. In both cases leaseholders had obtained
choice properties at rents substantially below market prices.
One key provision of both leases was the statels waiver

of rental increases for a period of forty years.

In response to these and other transactions, the legislature
amended Title 38 last year to restrict the discretion of the
Department of Natural Resources to give such v/aivers, except
on properties developed for residential purposes. Also
enacted was legislation which established a formal trust for
all school lands, and gave the State Board of Education inde—
pendent authority over the Division of Lands to insure that
leasing policies protected the interests of the School Trust
Fund. The State Board of Education and its chairwoman, Katie
Hurley, have taken their nev; responsibilities very seriously
and have educated themselves about the land leasing business
thoroughly.

At the same time the Teamster and Penney leases were being
addressed, it became clear that the state"s entire leasing
program was in serious trouble. Not only were those two
transactions providing less than adequate rents to the state,
but the Division of Lands was discovered to have been routinely
under-appraising its properties and using out-of-date percentages
on its rental readjustments. In 1975, the Division of Lands
was leasing lands for a readjusted rental figure of six percent
of the appraised value of the land, while most leases in the
private market had been using eight percent and higher for some
time. When asked to account for the six percent figure,
Division of Lands officials could not explain why it was being
used. Most thaought that six percent was called for either 1in
the lease or the regulations, but it appeared neither there nor
anywhere else. The combination of the six percent figure and
tue underappraisal for old and new leases alike resulted in
returns vastly below market values.

Because the rents were so low, potential leaseholders were
willing to pay substantial bonuses to take over leases fronm
previous leaseholders. In one transaction, a party paid the
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old leaseholder more than $250,000. for an assignment of a

20 acre tract of school land near downtown Anchorage. Bonus
payments of this type were not uncommon, since the ADL practice
of collecting low rents was well established under the

Kennan administration.

After the Hammond administration cancelled the Teamster lease,
and renegotiated the Penney lease, it undertook an overhaul of
rent readjustment practices. Lease properties were appraised
at market value and rents were adjusted to eight percent of the
appraised value of the land. At that point in time land values
all over Alaska were skyrocketing. Properties in Kenai, Wassila
and Anchorage were appreciating anywhere from 300%-1000% during
the period 1971-1976. Consequently, the combination of raising
rental rates from six to eight percent, which represented a 33%
increase, and more realistic appraisals, which increased the
basis on which the eight percent was applied, resulted in

rental increases of 400%-1000% for some leaseholders.

Such a dramatic change in the lease rents brought cries of
outrage from the leaseholders, who had analyzed the viability

of the state®"s leasing program more in terms of its past history
than in terms of tne leases themselves. Despite the hardships
and problems that the sudden increase in rents caused, ADL
maintained that the division was without legal authority to
offer relief since the higher rents were just the result of the
ADL staff applying the actual terms of the leases and obeying
state statutes.

Many of the problems cited by the leaseholders were valid.
Thinking that the state would continue as it had in the past,
many leaseholders found the investments they made 1in buying

old leases effectively wiped out, since the bonus represented
the discounted cash value of below market rents. Other
leaseholders had not developed their properties to the extent
necessary to pay the new rents in anticipation of further
subsidies by the state. Leaseholders found that financial
institutions were leery of bankrolling projects on state leased
lands in light of the large increases, which the bankers perceived
as an indication of instability in the management of the leasing
program. This "hands off" policy by bankers made it doubly hard
for leaseholders to develop their properties to higher uses
which v/ould support the new rents.

As a result of these developments, the leaseholders began petitioning
the ADL and the legislature for some relief. For several months

ADL did not deal with the problem, which only added to the outrage
felt by the leaseholders. The angier they got, the more extreme
their "reform" proposals became, including some suggestions for
blanket level term rents for all existing leaseholders and

other major changes in leaseholder®"s obligations.
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In the fall of 1976, the Hammond administration responded to
the growing crisis by appointing an Ad Hoc task force for

land disposition practices. Appointed to this committe were
various representatives from the business, banking and professional
communities, a representative from the leaseholders, and a
public interest representative (myself). Meeting weekly for
five months, the Ad Hoc committee heard countless hours of
testimony from the leaseholders, the ADL staff, professional
appraisers and the public at large. At this time, the commit—
tee is nearing its goal of recommending to the legislature and
the Division of Lands proposed changes 1in its leasing policies,
with provisions for relief for existing leaseholders.

In doing its work, the Ad Hoc committee sought to:

1) recommend leasing terms as closely parallel to
the private leasing market as possible;

2) determine if the state had a moral responsibility
to negotiate new terms for old leaseholders; and

3) to protect the interests of the state®"s taxpayers.

On the first goal, the committe reviewed the terms of approxi—
mately fifteen private leases currently let in the Anchorage
area. The committee analyzed not only the rent readjustment
periods and percentages, but also looked at right of way and
condemnation clauses, subordination and security assignment

and many other elements of both private and state lease
instruments.

In the process of its work, it became apparent to the committee
that different types of land use dictated different lease

terms. For example, where it is common for a commercial or
industrial lease to provide for five year reappraisal periods,
residential properties are often leased for flat terms. Also,

recreational and agricultural properties seemed to call for
different treatment than commercial/industrial properties.

To deal v/ith this problem, the committe recommends four different
lease forms, one for each different use. Since the commercial/
industrial leases seemed to present the most pressing problems,
the committee addressed that area first, and has finalized a
recommended leasing form.

The major changes which the committee recommends, insofar as

your legislation is concerned, is the establishment of fixed

rent readjustment percentages in the lease document, and limi—
tations on rent increases Looking at the first issue, the
committe®"found that leases 1in the private®ma. "et use the figure
of eight percent for properties leased recently. But the leases
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do not say eight percent today and whatever the going rate 1is

in five years. In other words, although eight may be the mar —
ket today, and ten could be the market tomorrow, the lease would
still charge only eight percent for the entire term of the lease.
This 1is an important difference from the state lease form, which
allows the percentage to be varied at each reappraisal period.
The committee could find no examples of leases in the private
market which used the states system. Hence, the committee
recommendation is for a fixed percent in the lease document
itself.

Based upon the committee®s analysis of actual lease documents

in the private market, and in particular recent leases which

may be more sophisticated, the committee recommends limitations
on rent increases of 100 percent every five years. This, the
committee felt, was the closest parallel to the terms of priv—
ate market leases, and, 1in the opinion of the committee, provided
enough certainty to allow for longterm financing on leasehold
properties.

The committee also decided that the state did have a moral obli—
gation to offer the existing leaseholders the opportunity to
exchange existing leases for the new one. The committee felt
this could be justified on the basis of the hardships created

for leaseholders by the vague and outdated language of the

old forms (unchanged since statehood), and by virture of the
benefits which would accrue to the state through renewed
confidence in the state®"s leasing progranm.

To put it simply, the committee will recommend this: All
current leaseholders will be give a period of time to swap
their old leases for the new ones. As a condition of the ex—

change, the leaseholders would have their properties reappraised,
except for leases which had been reappraised within the past

two years. The percentage of the appraised value of the lease
would be the percent which represented the market at
the time the lease was entered into. For example, a lease

entered into around 1965 might have the rent readjusted to
six percent of the appraised value of the land, while a lease
entered into in 1974 might use the eight percent figure.
Whichever figure was used would then be written into the
lease. As mentioned earlier, leases would have ceilings on
prospective rent increases of no more than 100 percent every
five years during the lease term.

A suggestion was made to go back to the original beginning
of each lease and apply the limits forward to current rents,
but this was rejected by the committee. First of all, there
was no evidence that current appraised values would create
unfair hardships, if the fixed percentages and ceilings were
applied as explained above. Second, and more 1important, the
committee found persuasive evidence that it would be grossly
unfair to the state"s taxpayers if the ceilings were applied

retroactively.
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The reason such a practice would be unfair is the state"e
historic failure to charge realistic rents on its lands,
leasing decisions which placed land on the market before

it had more than a nominal value, and mismanagement by
previous administrations. For example, 1in 1974, the same
month as the capitol move vote, ADL leased 2400 acres of

land five miles from the proposed site of the new capitol,

at rents established in a 1971 appraisal. The old appraisal
had set the rents at $6-$14 per year, per acre. To retro—
actively apply rent ceilings would be tantamount to just
giving away 2400 acres of University trust lands. This is
only one of many examples of gross mismanagement by the state
which has provided windfalls in the past. To retroactively
apply the rent ceilings would be to indiscriminately give
away legitimate state interests in thousands of acres of
university, school and mental health trust lands.

SB 159 1is similiar.ito ;.the"Ad"Hoc Committee"s "approach-.In"
many ways, but there are a few areas that should be ex—
amined. The bill establishes a figure of 8 per cent, as the
maxium rate for readjusting rents. First of all, as pre—
viously stated, the terms of coramerical and industrial
leases might be substantially different than the terms of
residential or agricultural Ileases. But more important, by
using a figure which represents todays market of 8 per cent
for most commercial leases, the act would lock the state
into an inflexable system. 8 per cent may be alright today,
but it might be considerably out of touch with market values
in the future. Likewise, allthough 8 per cent may represent
a market figure for Anchorage or Fairbanks, or other areas
of long term sustained growth, the state might be better off
using a figure of 10 to 14 per cent for leases in some area

undergoing a short term boom. The higher rate might represent
the market in an area that offers a short term economic life
for the lease. Under the Committee ™ proposal, the rate

would be fixed in the lease form itself, at the rate the
market would bear at the time the lease was entered into.

The simplist approach would be to exaimine the recomen-
dations of the Ad Hoc Committee, and if satisfactory, enact
legislation which would permit ADL to offer an election to
leaseholders, to enter into the new lease forms, similiar to
the mechanism established in Sec. 4 of SB 159, except
providing that all apprasials should be current within two
years, and in the absence of a current appraisal, the
election could be made at the next reapnraisal period.



<MKS. HAMMOND, GOVERNOR
\ Y i Lr £, iy /.ni

e A D\\

HWBABS*OFID"IVir Oi- NATI"ISAI, KKSOUKC*KS

Off7TEE CFTHEGOMMISSIONEH  11THFLOOR, STATE OFFICEBLOG.

The Honorable Kay Poland

Chairperson, Senate Resources
Committee

Alaska State Legislature

Pouch V

Juneau, Alaska 99811

Dear Senator Poland:

As you are aware, there has been a great deal of concern lately
over State land disposal policies and procedures. This 1s occa—
sioned particularly by the recent problems in reappraisal of
certain leases 1in the Anchorage area.

Responding to this concern, the Governor 1in October of last year
appointed an Ad Hoc Committee on State Land Practices and Proce—
dures which has been meeting since, 1in an effort to bring together
expertise on this continuing problem. Members of that committee
include Bill Mack, Chairman of the Alaska Land and Leaseholders
Association; John Norman, an attorney with the firm of Cole, Hartig,
Rhodes & Norman; Hugh Gellert, President of Bear Fritz, Inc., (a
land development company with interests in Anchorage and the Kenai
Peninsula); Lidia Selkregg, Anchorage Assemblywoman and Professor
of Regional Planning at the Arctic Environmental Information and
Data Center; Jamie Love, Director of the Alaska Public Interest
Research Group; Grant Geisler, Vice President of Aid ~>ka Mutual
Savings Bank; Carl Marrs, land manager for Cook Inlet Region, Inc.;
David McCabe, professional appraiser representing the Real Estate
Appraisers®”™ Association; and llerb Lang, former Anchorage Assembly—
man and President of Alaska Sand and Gravel Company. Legislative
members appointed to the committee were Senator Mike Colletta

and Representative Ted Smith. Upon Representative Smith"s resig-—
nation he was replaced by Representative Clark Gruening.

This committee has held meetings on a weekly basis since its incep—
tion in October and has also convened one evening meeting for the
purpose of taking public testimony. Mc presently anticipate thcit
their deliberations will be complete by the end of February and

that they will at that time have a report prepared for delivery

to the Governor. We expect this report to include several changes
in law, numerous changes 1in regulatory authority of the Department
and a number of policy changes in how those lav/s and regulations
dire executed.
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We are also proposing that the committee meet with Legislators
and other interested parties in Juneau prior to finalizing its
report. We look forward to setting a time for that meeting.

We want to assure you that we share your concern over proper
administration of the State"s resources and look forward to an
opportunity to discuss the land disposal policy in detail in
the near future.

Commissioner
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Gctober 22,'1976

Mr. Milt Barker

Legislative Finance Division
Pouch V/F-State Capitol
Juneau, Alaska 99801

Re: Data Request. Land Lease-Reappr'alsa| Costs.
Dear Mr. Barker:

This Is in reply to your telephone request of October 20, 1976 for data
regarding costs of appraising 5taJe leases during the last year.

Our records Indicate a total number of 661 parcels have been appraised
during the last 12 month period, roughly from October, 1975 to October,
1976. Of these 661 units 176 tracts have been reappraisals of leased
properties. Considering the percentage of staff time spent on these
leases, including salary, per diem, travel expense, appraisal review,
and secretarial help, It is calculated that approximately $31,900.00,
or roughly $100.00 per parcel, was expended In reappraising these prop-
erties.

| hope this data Is adequate for your needs. Should you require further
Information feel free to call on us.

Sinceroly

W. Bruce Atkinson
Chief, Contracts Administration
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KENT ADJUSTMENTS FOR

STATE LEASED LANDS

1375

Per cent

ADL old New Increase

No. Rental Rental (Decrease)
01227 112.50 1,575.00 1,300
51107 110.00 1,100.00 900
02534 608.50 25,500.00 4,090
01302 75.00 248 .00 230
25068 100.00 380.00 280
38895 180.00 1,404.00 680
25305 1,425.00 2,886.00 103
52370 6,075.00 13,032.00 115
00273 6,780.00 14,400.00 112
52167 970.00 9,600.00 890
52209 195.00 2,040.00 946
52168 830.00 8,500.00 924
50738 1,400.00 5,280.00 277
44569 175.00 350.00 100
49723 150.00 605.00 303
41417 225.00 670.00 198
50598 50.00 630.00 1,160
00775 1,000.00 24,960.00 2,396
17103 1,000.00 18,800.00 1,780
51238 145.00 1,680.00 1,059
51515 160.00 1,680.00 950
51621 180.00 1,410.00 683
51428 220.00 1,770.00 704
50938 190.00 1,940.00 921
51065 210.00 1,700.00 709
46473 60.00 260.00 333
46474 60.00 260.00 333
52177 150.00 180.00 20
52182 250.00 285.00 14
21477 45.00 2.65.00 489
52185 300.00 320.00 7
51147 40.00 170.00 325
52422 40.00 170.00 325
52421 40.00 170.00 325
52187 75.00 175.00 133
52186 75.00 175.00 133
52190 40.00 100.00 150
52191 100.00 680.00 580
52714 40.00 165.00 312

52208 80.00 100.00 25



Rent Adjustments
"State Leased Lands,

ADL
No.

52205
52194
52192
50172
50688
52199
26653
26654
52L79
52180

52170
52365
52430
52213
52171
52172
52213
52174
50587
50588

52703
45008
40014
45586
45585
26511
46628
46620
46383
49755

25956
47414
49060
22348
24099
36015
21928
01380
51395
00889

01308
49685
49795
25988
26269

for

old

1975

Rental

11
11

2,

7,

50

150.
250.
155.

75.

55.
235.
235.
235.
250.

325.
125.
125.
315.
150.
150.
315.
160.
150.
145.

40.

65.
220.

80.
460.
000.
140.
160.
110.
125.

125.
150.
250.
260.
215.
180.
260.
190.
820.
600.

170.
145.
175.
240.
165.

.00
00
00
00
00
00
00
00
00
00

00
00
00
00
00
00
00
00
00
00

00
00
00
00
00
00
00
00
00
00

00
00
00
00
00
00
00
00
00
00

00
00
00
00
00

New
Rental

220.

100.
235.
755.
175.
135.

470.
470.
470.
545.

575.
245.

.245.

325.
295.
295.
295.
325.
385.
325.

100.

2,400.
2,430.
150.
675.
5,525.
1,680.
1,620.
600.
390.

390.
834.
702.
390.
420.
250.
10,920.
3,552.
3,054.
5,976.

10,014.
1,260.
1,500.

275.
190.

00
00
00
00
00
00
00
00
00
00

00
00
00
00
00
00
00
00
00
00

0C
00
00
00
00
00
00
00
00
00

00
00
00
00
00
00
00
00
00
00

00
00
00
00
00

Per Cent
Increa
(Decree

31
11

340

(50)

(6)
387
133
145
100
100
100
110

77
96
96

3
97
97

Q)

103

157

124

150
592
005

88

47
452
100
912
445
212

212
456
181

50

95

39
767
198
272
130

40
769
757

15

15



RENT ADJUSTMENTS FOR

STATE LEASED LANDS

1976
Per Cent
ADL old New Increase
No. Rental Rental (Decrease
71326 3,500.00
22526 360.00 2,150.00 497
22525 175.00 3,360.00 1,820
22654 95.00 1,192.00 1,155
50603 85.00 840.00 888
22652 155.00 4,350.00 2,706
44351 100.00 438.00 338
44350 80.00 744 .00 830
46483 110.00 750.00 582
02380 880.00 6,540.00 643
39877 1,000.00 2,280.00 128
30489 240.00 2,350.00 879
26632 1,835.00 6,900.00 276
32919 1,020.00 2,760.00 171
31328 120.00 840.00 600
54326 175.00 910.00 420
54331 165.00 910.00 452
54365 205.00 950.00 363
54332 225.00 950.00 322
40806 355.00 690.00 94
54345 200.00 550.00 175
54346 175.00 550.00 214
54347 210.00 550.00 162
54349 190.00 575.00 203
54333 260.00 665.00 156
54334 250.00 690.00 176
54335 105.00 605.00 476
54336 120.00 605.00 404
54337 110.00 625.00 468
54338 145.00 690.00 376
54339 210.00 690.00 228
54340 200.00 690.00 245
54341 280.00 690.00 146
54342 270.00 690.00 156
32128 115.00 690.00 500
32065 115.00 665.00 478
54344 160.00 635.00 297
54351 430.00 870.00 102
03045 3,985.00 32,800.00 723

03042 2,925.00 22,360.00 664



Rent Adjustments for
State Leased Lands,

ADL
No.

03050
53595
03041
03049
51395
03040
03059
03070
47382
03058

03067
03044
47378
47598
03051
03062
03071
03069
03066
03063

03048
03068
03073
03039
03052
03102
03064
03104
49686
57237

03065
03057
03053
30746
03043
47983
49430
47809
49172
46499
53444

old
Rent

990.
1,775.
1,340.

700.

820.

820.

820.

950.

680.
1,010.

700.
8,495.
1,720.
3,260.
1,410.
1,635.
1,410.

800.
1,745.

945.

945.
945.
945.
1,425.
2,490.
3,955.
1,305.
930.
1,835.
1,835.

3,670.
3,665.
890.
915.
910.
135.
175.
175.
120.
270.
140.

1976

al

00
00
00
00
00
00
00
00
00
00

00
00
00
00
00
00
00
00
00
00

00
00
00
00
00
00
00
00
00
00

00
00
00
00
00
00
00
00
00
00
00

New
Renta

7,400
11,760
9,360
6,160
6,160
6,160
6,160
7,000
5,000
6,680

5,160

75,440.
14,400.
27,360.
13,680.
13,680.
13,680.

6,000.
11,600.

6,600.

6,600.
6,600.
6,600.
10,280.
18,400.
28,640.
9,120.
6,520.
13,240.
13,240.

26,480.
27,040.
6,640.
6,880.
6,680.
1,300.
1,400.
1,450.
1,300.
1,650.
1,200.

.00
.00
.00
.00
.00
.00
.00
.00
.00
.00

.00°"
00
00
00
00
00
00
00
00
00

00
00
00
00
00
00
00
00
00
00

00
00
00
00
00
00
00
00
00
00
00

Per Cen
Increas

647
562
598
780
651
651
651
637
635
561

637
788
737
739
870
737
870
650
565
598

598
598
598
621
639
624
599
601
622
622

622
638
646
652
634
863
700
728
983
511
757



*Rent Adjustments
State Leased Lan

ADL
No.

27894
27948
50816
50669
47776
36315
47777
47778
35199
47775

41843
46609
47151
00037

for
ds,

old

1976

Rental

135.

200

40.
40.
42 .
40.
40.
40.
40.
42 .

40.

72

90.

700

00

.00
00
00
00
00
00
00
00
00

00
.00
00
.00

New
Rental

155.00

230.
180.
120.
100.
100.
100.
100.
100.
100.

100.
100.
100.
5,250.

00
00
00
00
00
00
00
00
00

00
00
00
00

Per Cent
Increase
(Decrease)

- 15
15
350
200
138
150
150
150
150
138

150
39
11

650



EMORANDUM eState of A laska

'I'ne Honorable Guy ?lartin DA7-:  Juno- hs 197&
Commissioner
Department of natural Resources FELErQ

TELEPHONE KO:

SCM\TA 4> GROSS SBECT: y/aiver of reappraise
ATTORMSZ GEIISJtAL . adjustment of rent

Rodger V. Pegues
Assistant Attorney General

T Ve VT I L ) * . - .
« [* S VAVEARS 4 oo ** . ;
iV .. This is further to the opinion of Juna |, 197¢c,

by Assistant Attorney General Peeves on this subject,

2n that opinion” rs advised that you were without .authority
under, then existing law to grant a blanket waiver of all
rental increases exceeding 100 percent which, was requested
by the Alaska Land & Lease Owner’s Association, Since that
opinion was written;, new legislation wan adopted vrhich furth

restricts your authority to grant a waiver,PCCS SCSH3 139.

AS 33,05,105 has been aTrended to delete the t
language authorising a waiver or extension of reappraisal
"when development of the land is not otherwise possible due
to special conditions” and to provide for an extension or

- * - 1. -
waiver' "only if residential development actu?.lly occurs 3
and only if it is necessary for obtaining primary long-term

financing,” A3 amresult"of the amendment., the Director cf

the Division of Lands may now grant a waiver or lengthen



/=/</

LA21 0903 11.24 JA01 0009 11.24 02/22/77

TO: CINDY, JMu
FROM: APRIL, FAX

FOLLOWING MESSAGE TO SENATORS BUTROVICH
AND HUBER:

(MESSAGE: JUST RECIEVEO A COPY OF SB 159 RE: LEASING OF

STATE LAND. TRUST LANDS ARE NOT SPECIFICALLY MENTIONED BUT

MUST ASSUME THE BILL APPLIES TO THEM. THE STATE BOARD OF

EDUCATION, AS"THE TRUSTEE OF SCHOOL TRUST LANDS, HAS SOME CONCERNS
ABOUT CURRENT LEASING POLICIES AND WOULD LIKE TOREACT TO AMY

BILLS DEALINGWITH LEASING OF STATE LANDS, ESPECIALLY THE SCHOOL TRUST
LANDS. WE wiLL COMMENT ON SB 159 IN THE NEAR FUTURE.

DARWIN HEINE

VICE CHRMAN, STATE BD OF EDUCATION
1506 DENALI WAY, FBX 99701
PH: 456-5722

PLEASE ACK WHEN MESSAGE DELIVERED. THANKS . /A7 EOM



Introduced: 2/15/77

Referred: Resources and Finance
1 IN THE SENATE BY POLAND, CROFT AND HUBER
2 SENATE BILL NO. 159
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
4 TENTH LEGISLATURE - FIRST SESSION
5 A BILL
6 For an Act entitled: "An Act relating to the leasing of state land other
7 than for the extraction of natural resources; and pro—
8 viding for an effective date.”

BE IT ENACTEDBY THE LEGISLATURE OF THE STATE OF ALASKA:

©

10 * Section 1. AS 38.05.085 is repealedand re-enacted toread:

n Sec. 38.05.085. TERM OF LEASE. (&) The lease shall provide that
12 (1) for the initial 10-year period of the lease, the lessee

13 shall pay the state a fixed base annual rental to be agreed upon by the
14 parties in compliance with the provisions of this chapter; however, this
15 annual rental may not exceed eight per cent of the fair market value of
16 the property as determined in (b) of this section;

17 (2) the fixed base annual rental to be paid by thelessee

18 shall be readjusted when the initial 10-year period of the lease has

19 expired and, thereafter, every five years; and

20 (3) the readjusted annual rental shall not exceed eight per
2 cent of the fair market value of the property as determined in (b) of

2 this section or 50 per cent more than the amount paid each year during
23 the initial period or the preceding five-year period, whichever is

24

25 (b) When it becomes necessary to determine the fair market value
26 of property as required by (a) of this section, the lessee shall appoint
27 an M.A_l1. appraiser and the state shall appoint an M.A.l. appraiser.

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

-1- SB 159



question. If the two appraisers agree upon the fair market value, the
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_l1. 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 marketvalue of the matter “nquestion and absolutely binding on
the parties. All 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 lesseeof grazing or forest land may follow
the payment schedule established inhis 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
provxsion of a lease subjects the lessee to appropriate legal action,
including, but not limited to, a forfeiture of the lease.

Sec. 2. AS 38.05 is amended by adding a new section to read:

Sec. 38.05.103. RIGHTS OF HOLDER OF SECURITY INTEREST. @ If
there is a breach or default ofa termof 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



16
17

18

19

[

23

24

25

26
27

28

23-

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, con/enants, 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. (&) Each lease
shall stipulate that at the conclusion of the initial 10-year period of
the lease and at intervals of five years thereafter the annual rental
payment is subject to adjustment. Charges or adjustments shall be based
primarily on a reappraised annual rental value. However, if the director
of the division of lands determines that 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 depart—
ment. Before a waiver of rental adjustment is issued, the land shall
have a current reappraisal. A waiver is valid only if residential
development actually occurs, and only if necessary for obtaining primary
long-term financing. The regulations adopted under this section shall

ensure that the state receives a fair return from the land.

-3- SB 159



)

The provisions of sec. 85(b) of this chapter are applicable 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 this Act if a lessee

under a lease elects, 1in 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

original

lease which

lessee for a term equal to the full period of the

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

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

1?

13

exceed the fair market value as

1975, or,

f the lease was entered

it was last appraised on or before January 1,-

into after January 1, 1975, on the basis

1A of the fair market value at the time the lease was entered into.

15
16
17
18

19

R

23

24

25

26

27

28

* Sec.

070(c).

SB 159

5.

This Act takes effect

immediately in accordance with AS 01.10.



STATE OF ALASKA - DEPARTMENT OF NATURAL RESOURCES
DIVISION OF LANDS -344 6th Ave. ANCHORAGE \V

Volume Il Nc. 4 April. 1961

"MESSAGE FROM THE DIRECTOR

This issue marks the first anrivers3ty of the publication of the laska Land
Lines" aa the official information channel of the Alaska Division of Lands, This
1SG beer, a busy, full or.d eventful year for the Division, Since Statehood much of
the groundwork.of the Statc-."a resource management program has been laid, which in-
;luded the drafting and adoption of the following seven sets of regulations, with
Cull participation by the public in many public hearings? -

Classification. Leasing of Lands

.Tide.ar.d Submerged Lunds D.i.aposal.of Timber and Matevia la .
Hor.ostead Entries Mineral Lu-ising including O il and
Sale of Lands Goo and Coal w \Y

ROSCOIft E Directo



(

- INDUSTRIAL SUBDIVISION AUCTION SCHEDULED

The Division of Lunds has sec May 2, 1961 us the date for the public auction
;t which 72 lots in the Alaska Industrial Subdivision and the First Addition <
thereto will be put up for lease. The auction will take place at 1:30 p.m. at
the office of the Division of Lands, 344 Sixth Avenue, Anchorage.

The property lies®within the city limits of Anchorage, in the Merrill Field
area, and is subject to applicable city ordinances and zoning restrictions. ,
Specifically, the area is located between Third and Fifth Avenues, in Section 16~
(school section), T13N, R3W, SM. , .

The State®"6 appraisal of the fair market value of each lot will serve as the
minimum acceptable bid for the annual rental on the same, and no bids will be
accepted for less. The lots range in size from 11,652 sq. ft. to 77,683 sq. ft.;
minimum annual rentals range from $174 to $1080. Leases on all lots, save 12, "
will be for 55 years; the 12 excepted are for a period not in excess of 10 years
ar.d shall be subject to a 90-day revckable clause. "y

The successful bidder shall deposit at the time of the award the sum of not
".ess than 254 of the high bid, plus $20.00 to cover appraisal and advertising -e
costs, in cash, and/or certified check, and/or cashier®s check, and/or money
order, or combination thereof.

Detailed information and plats coveriitg the area arc available at the DivisioA

L A=Q\TeN (GO Wt Ty
.ﬁ.URVEY. CONTRACT? LET A~

N -
A contract was entered into with F. M. e"Lindsey orkAnchorage to survey the
->ro-:csed Cheri Lake Subdivision, which lies in Section 36, T10N, R3W, SM.-<1

C-4*

t— rrnrN C i. .

r
DISPOSAL OF TOO ANC TGRACE TRACTS CONSIDERED ,

Two tracts in the Anchorage area are presently under consideration for dio-

./obal by the"Division. One 12 acre portion lies facing Turnagain Arm approxiraate-

.y four milesvwest of Seward Highway on Sand Lake Road, in Section 16, TI2N,.

RAW, SM. The.second is '& 100 acre-tract in Section 36, T13N, R4W, SM, and is ,

ggally-jldocribed as the EJNEVjNSV, the SWAME~AWE~, the SEMHEi; and that portion of
S-ISNE-V lying along the north side of International Airport road, east of the.

(/‘ "Alaska Railroad right-of- way"p- "Anyone interested in developing these tracts, o

v

%

emp would like to comment ©n their disposal, or offer suggestions, should contact
«? Divis-ton.” Further information will be furnished upon request.
itlit
FIRST COMPETITIVE TIDBLAKD LEASE LET
V.
"TIr. Donald King of Ketchikan was the successful bidder in the State 3

competitive tideland lease sale. A 1.2 acre tract several miles outside of
Ketchikan went for $150.00 r..mivu:i annual rental.

* it A
NOTICE: The Delta Junction maps mentioned on the page >2 last month"s issue

-f the Land Lines are being revised and will not be available for purchase until
mTvrthar notice.

- * Kk x

(u

VitK{= o
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Revised July, 1960 STATE OF ALASKA /" d 1.1 < *
DEPARTMENT OF NATURAL RESOURCES * \ n< f \
"i DIVISION OF LANDS D> V. \ - Ji
344 Sixth Avenue 0"\ w ~ f-»
»]J) N . Anchorage, Alaska W v
VA, - . -
* Lease No. ADL 03066
m

LEASE AGREEMENT

THIS INDENTURE made and entered into this 2nd day of Mny
19 61 by and between the STATE OF ALASKA, through the Director of the Division of
Lands, with the consent and approval cf the Commissioner of the Department of Natural
Resources, acting for and on its behalf under and pursuant to Chapter 169, SLA 1959, as
amended, and the regulations promulgated thereunder, as amended or hereafter amended,
hereinafter referred to as the LESSOR; and James E. Rigsbee, Jr.

of 2005 - 20th Avenue, Anchorage, Alaska.
hereinafter referred to as the LESSEE:

WITNESSETH, that whereas the Lessor hasclassified the lands herein demised
as: Commercial - Industrial lands on April 24, 19 61 ,
pursuant to Chapter 169, SLA 1959, as amended; and

WHEREAS, the Lessor has caused the lands herein demised to be appraised an
such appraisal was made and approved on or after February 23 , 19j51 ; and

WHEREAS, the Lessor has caused a notice of intent to lease the lands herein
demised to be published as required by law or caused notices of intent to lease to be
posted as required by law; and

WHEREAS, an auction of the within demised property was held atthe time and
placedesignated by notice and said sale was approved by the Director of the Division
of Lands, Department of Natural Resources, State of Alaska:

NOW THEREFOR, the Lessor has agreed to let and doeshereby let and demise to

the Lessee, and the Lessee has agreed to take anddoes hereby take from the Lesser all

that lot, piece, or parcel of land more particularly bounded and described, as follows:
Lots One (1), and Two (2), Rlock Ten (10), First Addition to the Alaska Industrial Sub-
division, within the Northeast Quarter of Section Sixteen. Township Thirteen North, rc.myp
Ihree West, Seward Meridian, containing 0.61 acres, more or less, according m i-r
plat thereof, on file and of record with the Recorder of Deeds, Anchorage Recording Prprdnrt,
Anchorage, Alaska.

TO HAVE AND TO HOLD the said demised premises for a term of  fifty-five

(55 ) years commencing cn the 2nd day of_May , 1961  and ending
at 12 o"clock midnight on the 1st day of May , 2016 , unless
sooner terminated as hereinafter provided.
The Lessee shall pay to the Lessor rental as follows: Equal quarterly
payments, in advance, on or before the 2nd day of August, November. February
and May of every year during said term at the rate of Tun Hundred

and Fifty-five and NQ/100 Dollars (? 255.00 ) per__quarter



such payments to be subject to adjustment at each five year interval from the effective
date hereof, if the lease term hereof exceeds five years, such adjustment to be based
primarily upon a reappraised annual rental value of land in a state of improvement
similar to that of the land described herein at the time this lease was |-nferecT into.

It i8 hereby mutually covenanted and agreed that this indenture is made
upon the foregoing, and upon the following agreements, conditions, covenants, and

terms, VIZ:

1. The word "Lessor" as and wherever used in the lease, shall be construed
to include, and shall include, bind and inure to the benefit of, the State of Alaska,
its successor and assigns, at any time during the term of thislease or any renewal
thereof;, and the word "Lessee" as and wherever used in this lease shall be construed
to include and shall include and bind and inure to the benefit of the Lessee, his

successors and assigns.

2. It shall be the responsihility of the Lessee to properly locate himself
and his improvements within the confines of the property leased herein.

3. The Lessor, Alaska, hereby expressly 3aves, excepts and reserves out of

the grant hereby made unto itself, its lessees, successors, and assigns forever, all
oils, gases, coal, ores, minerals, fissionable materials, and fossils of every name,

kind or description, and which may be in or upon said lands above described, or any part
thereof, and the right to explore the same for such oils, gases, coal, ores, minerals,
fissionable materials, and fossils, and it also hereby expressly saves and reserves out
of the grant hereby made, unto itself, its lessees, successors, and assigns forever, the
right to enter by itself, its or their agents, attorneys, and servants upon said lands,
gny part or parts thereof, at any and all times, for the purpose of opening, developing,
drilling and working mines or wells on these or other lands and taking out and removing
dherefrom all such oils, gases, coal, ores, minerals, fissionable materials and .fossils,
and to that end it further expressly reserves out of the granthereby made, unto itself,
its lesseeo, successors, and assigns forever, the right by itsor their agents, servants
and attorneys at any and all times to erect, construct, maintain, and use all ouch
buildings, machinery, roads, pipelines, powerllnes, wund railroads, sink such shafts,
drill such wells, remove such soil, and to remain on said lands or any part thereof for
the foregoing purposes and to occupy as much of said lands as may be necessary or
convenient for such purposes hereby expressly reserving to itself, its lessees,
successors, and assigns, as aforesaid, generally all rights and power in, to and over

said land, whether herein expressed or not, reasonably necessary or convenient
to render beneficial and efficient the complete enjoyment of the property and rights
hereby expressly reserved.

Provided, however, no rights shallbe exercised by Alaska, its lessees,

successors or assigns, until provision has been made by Alaska, its lessees, successors
or assigns, to pay to the owner of the fland, upon which the rights herein reserved to
Alaska, its lessees, successors, or assigns are sought to be exercised, full payment for
all damages sustained by said owner, by rc"son of entering upon said land; provided,
that if said owner for any cause whatever refuses or neglec-3 to settle said damages,
Alaska, its lessees, successors or assigns or any applicant for a lease or contract from
Alaska for the purpose of prospecting for valuable minerals, or option contract or lease
for mining coal or lease for extracting petroleum or natural gas, shull have the right,

after posting a surety bond with the Director in a company qualified to do business in
Alaska or in a form 33 determined by the Director, after due notice and opportunity to



be heard, to be sufficient in amount and security to secure the said owner full

payment for all such damages, to enter upon the land in the exercise of said reserved
rights, and shall have the right to institute such legal proceedings in a court of
competent jurisdiction wherein the land is situated,, as may be necessary to determine the

damages which the surface lessee of such lands may suffer.

4. The lands leased herein have been classified as shown on page 1 of this
agreement and in accordance with the Classification Regulations, Title I, Division 1,
Chapter 1, Subchapter 1, and any use thereof which shall be in material conflict with
said classification shall, if nolL remedied after due notice thereof has been served on the
Lessee, constitute a breach of this lease and the Lessor may thereupon terminate same in
accordance with provisions herein contained. The Lessor does noc warrant that by

such classification the land Is ideally suited for the use authorized thereunder and
the Lessor gives no guaranty, actual or implied,, that the utilization under said
classification will be profitable.

5. All coal, oil, gas and other minerals and all deposit* of stone or
gravel valuable for extraction and utilization and all materiel? subject to Title 11,
Division 1, Chapters Four (4), Five (5), and Six \6), Alaska Administrative Code,
as amended or as shall hereafter be amended are excepted from the operation of this
lease. Viz: The Lessee shall not sell or remove for use elsewhere ar.y timber, stone,
gravel, peatmoss, or any other material valuable for building or commercial purposes;
provided, however, that material required in the enjoyment of this lease may be used
after a written permit therefor has been obtained from the lessor.

6. The Lessor expressly reserves the right to grant easements or rights-of-
way across the land herein leased if It is determined to be in the best interests of
the State to do so; provided, however, that the Lessee shall be entitled to compensation
for all improvements or crops which are damaged or destroyed as e direct result of such

easement or right-of-way.

1. The Lessee shall not commit, waste or injury wupon the lands leased herein.
Any violation of this agreement shall not only subject the offender to civil liability,
but upon conviction thereof he may be fined in any sum not exechoing $1000,00,

8. If the lands leased herein are classified ar.d leased a* grazing or
agricultural Jlands the Lessee shall not prevent or deny the lawful pursuit or the
hunting of game or the taking of fish; provided, however, the Director, upon request
in writing, may allow the ‘'lands leased herein, or portions thereof, to be posted to
prohibit hunting and fishing when it appears necessary in otd=z to properly protect
the Lessee and his property.

9. Should the lands herein leased lie within the jurisdiction of any
authorized building or zoning authority they .shall be utilized in accordance with
the rules and regulations promulgated by said authoricy.

10. The Lessee shall take all reasonable precaution to prevent, and cake
all reasonable action to suppress grass, brush and forfeit fires on the land herein
leased.

11. The Lessee shall allow the Lessor,, through its duly authorized repre-

sentative, to enter upon the leased promises, at any reasonable time, for rhe purpose
of an inspection thereof.



12, When the Lessee shall use the lunds leased herein to construct any form

of hydraulic project or employ any equipment or engage in any activity which will use,
divert, obstruct, pollute or change the natural flow or bed of any river, lake or
stream or thatwill utilize any of the waters of the State or materials from any
river, lake or stream beds, the Lessee shall, prior to the commencement of any such
operations, procure the approval of the Commissioner of the Department of Fish and
Came and the original or an image copy thereof shall be filed with the Lessor prior

to the commencement of such activity.

13. The Lessee may assign the lands, or portion thereof, herein demised,
provided, he first makes application to the Lessor for o permit and the Lessor, in
his discretion, may issue such permit if he finds it to be in the best interest of
Alaska, Upon an assignment being granted, the assignee thereunder shall become

subject to and be governed by the provisions of this Jlease in the same manner as though
he were the original Lessee.

IA. This lease may not be modified orally or inany manner other than by an
agreement in writing signedby 211 parties hereto or theirrespective successors in
interest.

13. This lease may be cancelled, in whole or in part, under one or more of
the following conditions:

A While in good standing by the imituei. agreement in writing of the
erespective parties hereto.

B. I'f issued in error with respect to material facts.

C. If the leased premises are I>eing jscd for an unlawful purpose.

Hi. if the Lessee should default Ll.the perfotmance of any of the terms,
covenants stipulations herein contained Ol .1 the regulations promulgated pursuant
toChapter 169, SLA 1959, as amended, and said del. 11t shall not be remedied within
3] da>a n i.el written notice of such defaull has |. m served upon the Lessee by the
Lessor, the Lessee rdiall be subj'ecied to such leg”i action as the Lessor shall deem
appropriate, including but not Ilimited to, the forfeiture of this lease. No ‘
improvements may be removed by the Lessee during any period in which this lease is in
default. In the event that this lease shall be terminated because of a breach of any
of the term:., covenants, or stipulations contained herein ti»e annual rental payment
last made by the Lessee shall be retained by the Lessor as iquidated damages.

17. Any notice or demand which must, be given or made by the parties hereto
shall be in writing, and shall be complete by .'.ending fiurh iiOli.cc or demand by Unitad
St; cos regiprai ed or certified mail to the address shown on the lease or to such ol.her
address L Ib." parties shall designate in. writing from time to rime. A copy of >
such noei. shall be forwarded by the Lesser Ilu any lienholder who has properly recorded

his miletesc in the lease with the Lessor.

18. In the event that this. lease i tlaminated as herein provided, by summary
proceedings or otherwise, or in the event that the demised lands, or any part thereof,
should be abandoned by the Lessee during the term of this lease, the Lessor may
imnedl?tfcly, ur at any time thereafter, enter or re-enter and take possession of said
lands, or any part thereof, and without i i.ility for i..y damage therefor, rtmuve all



pcrGono nnd property therefrom cither by stien«lry proceed ingo or by o aulVv.l ia
or proceeding at law; provided, however, that (he voids "entry" snd "ru->/. ¢ " <* vitv.d

herein, are not reatricted to their tv.n.r.ii:im legal meaning. Any erttry or. 1 -av-fiy
poosesolon, repossession, dispossess, un.l/oi wuispoi.seusiou hy the Lcaacr, oo\ Viiw

or tnkcn by summary proceedings, or otherwise, shall not be deemed to rrj&oivc, rali «v<o,
releaae or discharge the Lessee, either in whole or in pari, from any [i o%l2; intrMinder,

19. Upon the expiration, termination or cancellation of thiB IuW/.Jin c.itiaip
the aome has been renewed, the Leaser: sLu:l quietly and peaceably leave, sioca<*.aja\* "end
yield up unto the Lessor all of the leased I:i:,d on the laui. day of the texm 0": c.he lcuaa.

20. The receipt of rent hy the Lessor, with or without knowledge uny
breach of tho lease by the Lessee or of any default ot a: part of the Laastji in
observance or performance of any of the conditions ov vec.uuts of this Llel.vi.. shr-Il
not bo deemed to be a waiver of any pvrovi<-ion of this leuse. Wo failure o: Ir\IIpart
of the Lessor to enforce any covenant or prevision heVLiu contained, tickets?
of any right hereunder by the Lessor, uubv;:; m writing, shall discharge ov vv.vulvdata
such termo or covenants or affect the right'i. | the Lessor to enforce th». i -.vi tile
event of any subsequent breach c.r default... “Thu receipt by the Lessor o:: r i or say
other sum of money or the termination, in an/ manner, ot the term theraiw 'J'aucnaa,
or after giving by the Lessor of any wjlice hereunder to affect such ienc, -"i'Vitori,
shall notreinstate, continue, or extendthew-sullnnt r.eru. herein daaisva. ic d-urrov.
or in any manner impair the efficacy ofany such notice of termination nv o.- h..v.i
given hereunder by the Lessor to the j.esaee prior vo |l..u receipt of ttV/ | ti'tvi a- money
or other consideration, unless expi esua.i in writing :..( signed >y the bus.K-v.

21. The Lessee, after i/nLi?n ia,aout tuuroi./i. r.us burn f1l1.x wiix. fcne Lusscr
nnd prior €O the commencement of  suon nay iv.iini credit caw.v/.e .-".icr.cv or
future rentals, provided the coat iwfJl.;"ui i» a. he-i ¢owwnnn 0 ff tihj rriea
leased herein, in the discretion or ilie i ch <Lv «.e it in dincr.a..taiuti.i,oi*i
to other State owned lands. Tne Li'SCi.. , L o dlv., Lo |- |eweeed "Jfr.h to.: worx ror
rental credit, if granted, shall utipi.l ir.l t.n- typ " wuid u/Zdmil: of ¥ iioviv.inta,
ntundarda of construction to he follow..! n the mo. ivou.d ailo.vable rencr.' credit
therefor; provided further that no :.ai:ai > .-.0i. U.Q.0] i ;o e d.-s Lodx.3
work has been completed and the [Ir.i'i'<c L *x Ao F oML L ve-Cu> i Ci--... . * 1.0 ill

the provisions of said author LiratLou.

22. If, upon the expiration of this Lea?.", the Leasee deal/is a re.rood \
lease on the lands, properties or interests covered herein, he ahull within 30 Jc/ii \
hefore the expiration of this lease, make application to tin: Lessor on For/. iir,--74> \
entitled "Application for Renewal of Lease,l in which he must certify order a-vth ne to ‘
the character and value of all the improveme-its existing wupon the land, thv pur/.-vux for
which he desires a renewal and such oti.n*: infc.nnatJon us the Director of trie D>v»-,iinn of
Lands may require. Along with the npp5j.ccrio< the applicant shall deposit a un-j
to 50X of the current annual rental, nr. pir.vided herein, but in no event to exceed the
sum of $50.00, The Lessor may thereupon I.va»e said lands in compilunce with the pro-
vioiono herein enumerated, Chapter 16'/. SLLA. 1959, wus iiincvidcd, and the rules arid

regulations promulgated thereunder, mlowing a preference right lo the Leasee f.Aroiu.

23. The Lessee hereunder shall, upon the expiration of thiu lc'sn or theprior
termination thereof by mutual agreement., Lr. ;1lowed .I prefereuco fight to ra-itaa®the
lando leased herein if all other pertinent iVk.Lovs are iVubel.antinlly equivalent. I'f the
renewal lease does not require public auction the preference rightholder ahull cctcrrcite

his right within 30 days before the o.plcurion of this lease by \/riCLt;» r.ctlca d.irfr.tid



to the Leofior nnd failure to do so shall result In forfeiture and cancellation of ouch

preference right. In the event that iho.leuse la subject to nnd la offered at public
auction the preference rightholder shall, at the close of bidding, Indicate hi3 desire
to exercise hla preference right and meet the highest bid. In the event the preference
right holder doen not elect to exercise his right and fails to do so at this time his
preference right shall bo forfeited and forever lost.

24, Improvements owned by a Lessee on Alaska Innds shall within 60 days

after the termination of the lease be removed by him; provided, such removal wil
not cause injury or damage to the lands; und further provided, that the Lessor may
extend the time for removing such improvements in cases where hardship is proven
The retiring Lessee or permittee may, with the consent of the Lessor, sell his im-
provements to the succeeding lessee or permittee

[f any improvements and/or chattels having an appraised value in excess
of $10,000,00 as determined by the Lessor are not removed within the time allowed,

such improvements and/or chattels shall upon due notice to the Lessee, be sold at public
sale under the direction of the Lessor. The proceeds of sale shall inure to the

Lessee who placed such improvements and/or chattels on the lands after paying to

Alaska all rents due and owing and expenses incurred in making such sale. In case

there are no other bidders at any such sales, the Lessor is authorized to bid, in the
name of Alaska, on such improvements and/or chuttels. The bid money shall be taken

from the fund to which said lands belong andthe said fund shall receive all monies

or other value subsequently derived from the 3ale or leasing of such improvements

and/or chattels. Alaska shall acquire all the rights, both legal nnd equitable, that

any other purchaser could acquire by reason of said purchase.

If any improvements and/or chattels having an appraised value of $10,000.00
or less, as determined by the Lessor, are not removed within the time allowed, such

improvements and/or chattels shall revert to and absolute title shall vest in Alaska

25. If any clause, or provision, herein contained, shall be adjudged to
be invalid, it shall not affect the validity of any other clause or provision, of
this lease or constitute a.v of action in favor of either party as againat the
other.

It is agreed that the covenants, terms and agreements herein contained shall
be binding upon the successors and assigns of the respective parties hereto

IN WITNESS WHEREOF, the State of Alaska, Lessor, acting through the Director
of the Division of Lands of the Department of Natural Resources, lawfully authorized
thereunto, has caused those presents to be executed at Anchorage, Alaska, in duplicate
und the said Leasee ha- hereunto set his hand, agreeing to keep, observe and perform the
ruloo and regulations promulgated under Chapter 169, SLA 1959, as amended, the terms,
conditions and provisionn herein contained, on the Lessee's part to be kept, observed

and performed; nnd executed said instrument, in duplicate on the 15th day of
, 19 61 . r
API1 ROVEI!: / -
Dir5\J)or, Division of Lands
. / & sly
COMMISSIONER, DEPARTMENT OF NATURAL RESOURCES v "

STATE OF ALASKA

_6- LESSEE(S)
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«|1"?7ED STATES OF AMERICA

State of Alaska 35

a -i o'Afls [3:1,.:, / f
BHHES # TO CERTIFY that on Che _mm-am . wmm 028y Of Y omle S 7 1941 /-

hefore me, the undersigned Notary Public, personally appeared -V >e N>

known to me and known by me to be the Director of the Division of Lands ;¢ the Department
of Natural Resources, and acknowledged to me that he executed the foregoing lease for and
on behalf of said State, freely and voluntarily and for the use and purposes therein set
forth.

IN TESTIMONY WHEREOF, | have hereunto set my hand and affixed my official seal,
the day and year in this certificate first above written.

Notary Public in and forxtlje State of_ _Alasi<a

My commission expiress s /s (27,

UNITED STATES OF AMERICA
State of Alaska 5S

THIS IS TO CERTIFY that on this >3/1-*/ day of K i 19 6/
before me, the undersigned, rfyNctary Publiti'Tp and for Alttske dfrly commissioned and
sworn, personally appeared ( A N oLis to me personally knoim to
be ons..-odn the person”,/described in and whojexecuted th”AVithin instrument and the
said f c> (¥ / ae acknowledged to me that he signed and

executed "the same freely add voluntarily/'Tor the uses and purposes therein mentioned.

IN TESTIMONY WHEREOF, | have hereunto set my hand and affixed my official
seal, the day and year in this certificate first above written.

Notary Public in and for the State of Alaska
My commission expires .7, 6

Approved as to Form:

Ralph E. Moody
Attorney Gt.neial

By jL

Title Aooiatont Attorney General
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#"a  ALASKA LAND & LEASE OWNERS ASSOCIATION
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*The Chairperson’s Report Number 3 To The Members

* '.£

During the ;&(several months, the Alaska Division of Lands has reappraised a number of leases,
In many cases the leaseN’ees have heen set at ouch ridiculously hllgih.rates, that many Alaskans will have to
give up their leases and, insome instances, sacrifice substantial investments that have been made in
Improvements. For example, some of the leased property reappraised in 1975 has had the lease payments
increased over one thousand percent (Yes, 1,000 %). We, of course, have no way of k_nqwm% what future
increases other leasees may face, when additional leases reach the five year mark. Sufficient to say, only a
few Alaska State leases have incorporated a clause limiting the increase in lease payments every five years.

Because of this situation, and other inequities, which effect investments in land purchased or
leased from the State of Alaska, the A.L.A.L.0.A. was formed to present the case of all Alaska land and
It%aseL ownle{s to the Alaska Division of Lands, the Commissioner of Natural Resources, the Governor and

e Legislature.

Our specific goals are to;

1. Obtain from the Division of Lands, a moratorium and subsequent reduction in Payments on those
Iea}schollcdtlﬂgsi which have been reappraised and now require increased payments far beyond the fair
value of thé lease.

2. Establish a-vehicle whereby the Alaska Land & Lease Owners Association is able to assist the State
of Alaska in obtaining better use of State of Alaska lands for all Alaskans.

3. Encourage distribution of Alaska State Lands thru a planned program of sale and lease of
additional parcels of land, to both present and future Alaskans.

4. Bring about more equitable formulas for taxation of Alaska fee lands and leaseholds.
5. Encourage the multiple use of Alaska land.

We are pleased to report that some progress has been made toward our first goal, the reevaluation
of leasehold land proggrar_ns and that our fourth’goal, equitable formulas for taxation of Alaska fee lands
and leaseholds has met with limited sucess.

No matter what, we do need your continued support if we are to form chapters is other parts of
Alaska and if we are to continue these,pro?rams. Wo urge you to make ever effort to seek new members,
who will join their voice to ours in helping to make Alaska a‘fine home for all of us to enjoy.

Ask one friend today. If you have not already done so, fill out the attached membership form,
enclose your check for $25.00 and pass to our treasurerf. Please join now,

Respectfully”

| William M. Mack, Chairperson
WMM:ih

STAIl KOUTJ-: 110X 27bl - WASH.I.A, Al.ASKA UIHAT mTKUCPHONIS: 1)07-H'-9.i2f.0 - TKI.KX: 0!»0-2f.-t32
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July 1% 1976

pfchaol C.T. cSmith, Eiraetoi™............
Llvlaion of Uwio n

523 itofii I»th hvonus e . .
siachoY&Uf M 99701 < =* -ArfLAL

fcubjcctj Land Lease 2-C03C66-5® Lots 1 und 2e iJ3.ooL 10;, Kirat Addition to
AlaaJta Industrial dubdiviaiosq, Anchor”#), vduslLa

Dear dir8 rs

I ariJusrawlth appealing tho sacorbitmvfc increaso of ry leasehold <r<mt= frcrai 1,71%5* """
per7ear to v11*600*002 I er, protecting this for tho following sro«daaft*«

la T think it lo not Ic;ml or,d very unfair® Our luooo clowly atat02 (and this wfco
the ,ir.pré3si«i £i 70.n uo at tir:o of tho auction ealoj that tho method of rtmpirrtialcg”
will_,by ca\periBcn to other rantnl values cf lantin in a like «ivis\ und stw>e ototo
of 1i«prcvsr:e;:t euro w«o wt tho tiiso of original quota- ®

Jouuh pé&yasnta to bo aub/jeat to wdjust™oxit at each fFive -jvey iuborwé&lfroathe

effective date hereof* if the ie-sua tcra hereof eaoeedo five ycpyaa ouoi; ad/IN3tDf«nt

to co baaed primarily upon u rcapcré&land annual rental vslu« oC land ft «tat™ of.
\  ir7viiCivi £:D13*E. to that of the land deeericfed ncu®ciK™TsT"ti.j TuiT.j "w."lo™louse ju*3
/ weQ-7 ~ T "o »» “SM W3SX *~ *

<twai tfcouo .Isnda wore auctioned mod !</;*««dt they »«ro in heavy growth of birch* sprues
duoi uii"iorcmuh emd had to bu clourod, love.led, ton soil rejMJHotl and gravel backfill;,:]*!
renda and tfcilitiec brought Ana v* ovtu Jul ovr oic* ouivorta put irtalnng the roadway*

;nu uva.In/: such ft rr;i 1&nd boain for -ciur ttvpre.Incl?

2* it npuco.ro to bn a pror.crtitatod "1&nd to trtdto thr> loaae? beck* cinoo you
a.-iviiw> in o»Av«rco that tho EAvlolo;; or unda ia".rouibited””frci.i ~rui.tir.j tay
e*tone land (which r.As been cicne in v.ho poet) end you are r«ioixt® Ul0 rent too
hij;.h for voopio to ntuy in mjgjn.oa;io
*1“it t*itho3 »n "Vnt of Ced" to otbisml the ront due* | ahculti thinl: you v/culd t.oxl
(Godsfi y2rein.3Bion for yea to isalco auch on ur.r-oul ruiao In roxito

3« tojvrev-cd lend r.ithUiiliiiea ir., ready for u building rente for 10/ per aq, ft,, por
your, 1in u ”~ood location* Vow .try trying tc nrw//, no l.y/ after n-.tw etude nil

ti;o la»;;revor.«rttu. pl000000 a south wouiu rent a ,jent sh»pa itic2wiizid utillitio«*«
how eon we pay that for I”nd cuily7

L* 1 ccnaalted your upprniaer and | fool that th* forr.ulu u«od ard th« "fyyfT ovftrjriood
projjeraiaa h« uaud os ft coapriaon. (*ilreu.ly davol;v].cd) cr-: neither ff-ir nor Ilejf.ol,
> I alne vaff, nrjviaod by hi,n bhr.t the in tho bucinoan to r.«le« «0
much profit qo 3ouaiblo**««n<i if wo »u<)« or.y profit it would novo to frca build Uip.o*
e7.000;“or mmorua te tr.at effect* ;.t the re/.t you are tr>inf$ to orAr>"0o«*wha could
build or Mflko ur.y profit* feoplo cun only tcy 00 uuch* there 1ia n liinli.oefisu <f

this rent rata, tho Iwid ia nob oven ouivublo, i.0 ¢/.o A Ms ri/ht Mr.d would purchftao
cur loftso kiicniirid x0 could nev¥jx- ixav-a u doetiod titlo und looisin.;".Cor#/i>rd to n future

OP



2, AlI'frcalj - Jones S. higabao, Jr.

(continued)

of jnocourity ard ooutlnuni five your haasloa.

Vio understood at tho tiwa of purohaao that wo oould not own thuoo lands, that
during tho ilfofcino of tlio I<saoa wWo woulld probably pay ua ssuoh rent os it would
coat to purchase it. howovor. wo did not cxfoot ta have to pay tho purchnso
price over i>id over during tho tor*?, of auVImuu. "

Koot of the leaseholdera &ro lone tir.o Alaskan cltiBtino who love thair state and have
helped pioneer one settle and develop this country*

bo havo worked hard for tho good of Aloaka and *t tho tine re leased thoso Innda, wo

hart good faith that cur bovoraaont would foogp 1t’s word— ad. oould bo trusted— but things
like this g0 beginning to nako uo doubtful. \Wo aro boooeaaing vory discouraged aa woll
aa older— trying to kcop up with all tho soning ordinai:coa# ruloo nnd restrictions and
ocsfc of livings otOa0 and oopoolftllythis now method of interpreting tho land laws to
suit your favor.

Orasdineoa ia driving away exan of tho big investors, aro you new starting on tho asr.aH
cnco ?

Ho as® rooenoidor thoflo appraieala und get back to a fuacjblo and workable plan no
before. Than): yt>u0

oincoroly.

Anchorage, M:6 WjO}

HnN Jay n, fwhond,  vomer

CXj Cffioa of the wovoraor, Juneau
Cosrtloioi.er, i.a;.ert:v>nt of hatural hoecurcos
iycoholders Aaaoci&tion



ALASKA LAM) AND LEASE OWNERS ASSOCIATION

A number of Alaskans have leased State land from the Alaska Division of Lands. Most
leases were written for a period of fifty-five years with renewal rights, subject to appropriate
application and approval.

During the past year, ADL has renewed the rental rates on a number of lots and parcels and,
in some cases, has raised them over 1000%. others at a lesser rate but most increases seem
excessive. Much of this land is in the Matanuska-Susitna Borough.

Werecognize that there has been a great deal of speculation on fee simple land in the
Borough because of the publicity attendant to the Capitol relocation. Thesespeculative
values, however, do not necessarily apply to lease lands. However, we have been informed
by ADL personnel that the new rental rates have been arrived at by appraising a limited
number of fee simple parcels (not leased parcels), estimating their sales value and taking
6% of that figure as the annual rent.

A.S. 38.05.105 says “rental payment is subject to adjustment at five-year intervals and
charges or adjustments shall be based primarily on a reappraised annual rental value” i.e.
not sale value.

There is no direct relation between the value of a title and the value of a lease, particularly
when most rural land in Alaska is undeveloped. The situation differs with apartment rentals
whereby when the supply is short and demand great rental value increases, but even there
Governor Hammond has set up rent control boards to limit rent increases to a reasonable
amount.

There arc many reasons why a Stale leasehold cannot be equated lo a title. Let me cite a few:

1 Bank financing is virtually unobtainable on lease land because of the
uncertainties associated with the “ five year adjustment” clause.

2. Renewal of lease is not assured at end of a 55 year period.
3. Use of land may be limited at ADL’s discretion.
4. No equity aceruses in the properly.

In regard to point No. 4, most rural fee simple property could be purchased in a ten to
twenty year period outright at or close to many of the new State rental fees and, most
important, a great deal of rural land is available for fee simple purchase from individual
owners, reducing the relative value of Slate Lease Lands, in view of the long term
unpredictability of Stale Lease payment levels and absence of any accrued equity after long
term lease.
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W feci that ADL’s method for adjusting lease rentals is not a fair or a correct procedure
and, in fact, is in violation of State Statutes. Wc also feel that the procedures being used,
particularly the “five year clause” deny much needed tax revenue Lo local governments.
Putting the problem on a personal basis, many Alaskans will be forced to terminate their
State leases, give up hopes for planned development, and sacrifice valuable improvements
if the present policies and reappraisal methods are not improved.
We recommend several possible solutions:

1 Lands could be sold outright rather than leased.

2. Lands eould be leased with an option to purchase at end of five years.

3. Rental could be:

a. Fixed for the fifty-five year lease period with leasee charged a percentage
of any gain realized.

b. Increased annually at a fixed rale such as five percent.

c. Increased at the inflation or recession rate reflected in the Consumer
Price Index.

m
The members of thcAlaska Land and Lease Owners Association will appreciate and remember
any positive action that can be taken on behalf of all State Land Leaseholders.

We appreciate you already having taken time to hear our views,
Respectfully Submitted:
William M. Mack

Chairman, Board of Directors
Alaska Land and Lease Owners Association



Box 740
Waollla, Alaska 99607
Juno 19, 1976

Governor Joy Hammond
Juneau, Alaakn 99001

Dour Governor Hammondi :

I request on oppolntmont with you to dloouss my state land
luftno SADL 003045-3. i

At auction in 1956 | bid and won this lease - land which was
nrovioualy rented Cor 50 cents an aero - for about $1000.00
per year, with Cull realisation that ovory five years it
would be reappraised, as the loaoe 3tateo, "to reprocont the
true appraised rental value of the loaned area"™. Xt has
increased steadily? 1 paid $3,935,00 for tho year 1975.

About a vaek ago I received notice that the now lorbo appraisal
will bo $33,300.00 per year - approximately 350 par cent incrensej

I am on« of many. A group of!l leaseholders made an appointment

to di Scus3 this with Hr. Smith, the Director of tho Lands
Division, who would not see ua when wo arrived* Vie did talk to
eh*. Bruce Ackorson, the chief appraiser, who was very nice, and
er/mp.vthotic, and unablo to help. lie explained that duo to some—
one;; interpretation of the lev;, "Tair prico"” hao boon changed to

"fair mark«t price”’, thereby increasing tho annual rental 2% in
addition to a nev; market appraisal value.

In viewing tho States) aide, peruistanca of thin rental policy
will undoubtedly make re-lansing, or loaning other lands, very
negiigahlo. Alao, tho banks will be extremely hesitant to loan
monioM Cor building - eifchor or both of which will incur leso 1in
taxes. I notica tho Mat-8u Borough land auction Juno 26th ?Jtateo
the Xoftsje amount ia not subject to reappraisal. Tho highest bid
e.-"ittf.bliahes tho annual rental for the 53 year term of the lease.

In viewing my cido, I am an Alaskan since 1941, with continual
residency except my years in service from 1943 to 1946, Tho last
twenty years I1"ve worked to improvo this loosed land and now have
aeveral substantial buildings, tho I owo tha bank ovor $400,000.00.
I have worked and provided for JLncroaaco, ouch as tho Municipality
of Amhorage tax bill which in $20,000.00 this year? a modest

raise that is tolerable. But who of uo can afford 850 per cent
increases?

I fool quite ouro i1t ia not the infcont of tho State* to bankrupt
mo, ny leoaoholding neighbors, or my tonanto. X approached
several of my tonanto who wore outraged at tho amount X will have
to increase their ronto. With only ono exception, they informed



Governor Hammond Pago two
Juno 19, 1976

tne they will have to move on or go out of business.

Nor do I believe It is the intent of tho state to ohox" bias;
though wo aro awaro that just down tho street Bob Penney and
the Teamsters Union are lassoing larger tracts of land, of
greater valuo, for pennies, whore we are paying dollars. Bob
Ponneys averages about $750.00 per acre and the Teamsters have
a bettor deal yet. Mine averages over $19,000.00 per acre.
How can this bo justified?

We who have paid many times tho original valuo, held it, and
improved it should bo entitled to justice. Instead, for our
efforts, the Stato has seen fit to impose a highly inflationary
and unfair rental fee, thereby not oni.y taking back the property
but also our entire investment in the land and all it"s improve —
ments, and lejiving leaseholders of twenty plus years with
insurmountable debts.

It seems impossible that twenty year3 of work and investment

0:*n be wiped out with one stroke of a pen - in this eountryi
Particularly so, when it does not appear beneficial to the
State Government, or bar resident Alaskans. This may create

more damage than the 1964 earthquake, to those of us involved
i.;i both.

Please consider my request for an appointment to discuss this
with you. I will be anxiously awaiting your reply,

sinceroly,

Joe Wilhour
Box 740
Was!lla, Alaska 99607

Phone 376-6601
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STATE ALASKA DEPARTMENT OF NATURAL RESOURCES
of DIVISION OF IANDS

373 EAST 4TH AVENUE
ANCHORAGE. ALASKA 99501

o
<
FUVI*-1 M NOIIC.t O*
T ( DATE AOt Sl )ME* 0 SUBJECT bill 110
06-J0-76 2 00.3005-7 16 c0 / 1.A.41) C 1w iif 790242
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101 1 1
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¢ RETURN THIS COPY WITH YOUR REMITTANCE DIVISION OF LANDS
323 EAST 4TEI AVENUE
ANCHORAGE, ALASKA 99501

DO MOT ACCEPT mis COPY AS A RECEIPT
IHlj ISA HILL OR NOTICE DEPARTMENT OF REVENUE

CUSTOMER BILL
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July 13, 1976

The Honorable Guy R. Martin
Commissioner

Department of Natural Resources
Pouch M

Juneau, Alaska 99811

Re: My Clients: Don H. Clark, 3eth Clark, D. Craig Clark
and Bonnie Clark -
Subject Land Lease No. 022552-5
Customer 1.D. No. SO0759
Term of Lease: May 6, 1964 to May 5, 2019
Property Description: Unit L-12: Lots 1, 2, S 1/2
NE 1/4, SE 1/4 of Section 4, Township 24 Norah,
Range 4 West, Seward Meridian, containing 323.37
acres. Subject to right of way reservation 60 feet
in width as designated on the records of the Division
of Lands, State of Alaska.

Dear Mr. Martin:

Mr. Craig Clark and 1 conferred with w . Bruce atkin 300,
Chief Appraiser of Division of Lands «ci s/io_C cime cicjo Xo -ctre.i
the above-entitled lease and another lease also, 1 think

a brief recitation of the background on 1h].o ir.ci*ccsju inxejn~

be of assistance:

The lease was entered into on or about May 5, 1964, and the
original lease provided that the annual lease rata would

be $40.00 per annum. In or about 1969, the annual Ilease
rate was re-appraised and raised to $155.00 per annum.

In 1976 the Division rc-appraised the land and reassessed
the annual lease rental to the sum of $4350.00 per year.

The first quarterly installment of $1,037.50 due cn or about
May 10, 1976 has been paid.

The original agreement classified the lands as agricultural

on page 1 of the agreement. Also,.on page 1 of the lease
agreement there 1is the wording "note specialprovision or.
page eight of this agreement."” Page 3of the leaseagreement

“provides as follows:



The Honorable*. Guv Martin
July 1.3, 1976
Page 2

"lIt-is undo;/.::toOw and agreed ;u.cv.*v . ; -.TaisS
rental of _,»"*10.00 pnr a...

Xn s..roec rron tne aur.e ol trix; ~/.r , M. * 6,

196-1, for a five (5) year period, and *< U/

19 69. On or beore: i:ic Ul u-iv ©

Lessor shall re-aporniso the lands here:.:5 leased
and the annual rental, for tho balance of the lease
term, shall then be adjusted to reflect an annual
rental predicated upon the then current fair market
value of the lands herein leased.

It is the intent of this provision to permit the
Lessee during the five year period of reduced
rental, to clear the land and accomplish such
other prerequisites as shall be necessary to

bring the land, or portions thereof, 1into
cultivation and thereby make it economically
feasible for the Lessee to pay a rental predicated
upon che market value of agricultural lands in

the area."

This land was classified as University lands from the beginning
and the billings for several number of years, specifically
indicated that the lands were University lands and classifies

us agricultural. 11 AAC 53.120 entitled School Lands and
University Lands provides as follows:

"(@ School 1lands or university lands when
classified as agricultural .lands may be leased

at a rental of not less than $0.10 per acre for
the first five years of a lease awarded to the
highest bidder at piu>lic auction for a term of 55
years or less. At the expiration of the first
five year term the lauds so leased shall be
appraised and the lessee shall pay the chen
current fair market rental on the leased land for
the balance of the term. Such appraisal shall no:
.contemplate the improvements made by the lessee
during the five-year period.

() Th purpose of this provision is to make it
economically feasible for a lessee to develop
agricultural lands that are not available for
purchase. (Eff 7/1/60, Reg. 1;am 8/15/6*:-, Reg.
17;am 3/20/66, Reg. 22)"



The Honorable Guy R. Martin
July 13, 1976
Page 3

It appears that upon our review of the lease agree
and the supporting regulation, that it was the intone of t
Division to comply with this regulation when they granted

original lease. Since one re-appraisal period has gone by
is Mr. and Mrs. Clark"s position that no further.-re-apprai
are in order or in fact allowed by law. For these reasons

Mr. and Mrs. Clark will not make any additional payments a
our interpretation of the lease and regulation does not re
them to make such increased payments. In fact, the lease
payments are prepaid thru mid-year of 1932.

Based upon the foregoing we would request being advised oS
position of the Department of Natural Resources in order &
we might take appropriate legal action, if necessary. We
appreciate your response.

Sincerely,

/L -wo N U "
MarshalllKk~ Cortex!
Attorney for Don li. Clark
and Beth P. Clark and D. Craig Clark and Bonnie Clark

cc: Mr. & Mrs. Don H. Clark s'
2731 Valley Forge Circle
Anchorage, Alaska 99502

Mr. Bruce Atkinson
Chief Appraiser
.Division of Lands
Anchorage, Alaska 99501

Mr. James N. Reeves
Assistant Attorney General
360 "K" Street

Anchorage, Alaska 99501



United States Government?" Arst,!

let us realiz that corporations are cur—

rently only paying about 15% of dl
tax revenues and the National Dividend
Plan sponsors feel this program would
be instituted over a five year period
with phasing at 20% increase per year.
The results would boost personal income
tax sufficiently to cover the loss of the
corporate taxes. Of ocourse, this B
based upon no increase in federal
spending.

What are the berefits? According
N D P ,the following would occur:
D A big chunk of extra purchasing
power for every family in the nation.
2) The yearly dividends spent for goods
and serviees, or plunked into savings
acoounts, should incresse production,
create jas, and give workers a direct
stake in the success of American bus
iress; dl business, not simply a workers
own employer.

3) Thousands of families receiving $1500
or more a year would be lifted abowe!
the poverty lire. \lelfare roliswould be!
reduced, thereby lessening government!
spending at a federal, "state, and local
leels. The goal of the programn B

reduce government spending. Individuals!
needing special help sill would get it

according to N P D sponsors, but need
would diminish as family incomes grew
through the Dividend Plan.

Home hbuilders, would this type
of program be worthwhile to sponsor?
In my opinion, itwould be a step in the
right direction because itwould encour®
age support of the free enterprise system
throughout this country. Further, it
would give each and every registered
wter in the United States additional
tax-free disposable income with which
t inest, or increese his standard of
Ivig.  More particularly it would aid
in getting velfare reciprietts off the
rolls. Could we, & an organization,
not support such a program? It seems
1o me that this i an adequate challenge
1o change our tax structures.

ANOTHER WAY. LEASED LAND
by William Schlegel, Broker

For saveral years, Anchorage has
experienced a large annual increase in
housing assts. While a good portion of
these oosts have come from inflation
in the labor field and in material oost,
the largest sirgle contribution has been
the increeses in the cost of land and
itsdevelopment.

In the lest five years the land
cost has increased about 20% per
year. In 1970, good huilder lots re—
tailed for $10,000. Today, the same
quality lot, ifyou can find it, goes for
$20,000 t $22,000. The land devel—
oper who converts raw land into usable
city size lots (ie 9000 ft2) invests
approximately $13,500 to provide
water, sewer, paving and fire hydrant
1 each lot. These oosts do not include
such niceties as street lighting, electri—
city or telephone service.

The obvious solution to these
spiraling costs is to reduce the building
size and or reduce the lot size to dbtain
more density. As an altermate innova—
tive, realtordilder teams have been
endeavoring to provide better livig
and cost control by more imeginative
use of the land through town house
and condominium developments under
the Municipality planned unit devel—
opment.

A third attraction on reducing
sales price has been the leased land
concept that was pioneered in Hawaii

gjtofe® 000
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(continued from Page 4)

which has proven to be so useful there.
Probably the most successful project
of this type has been James Wong"s
144 unit Mt. Vernon Commons Con—
dominium project in Anchorage. Mt.
Vernon Commons combined imagin—
ative land use, the saving in construction
inherent In condominium common
wall construction concepts, and the
reduction in land cost through lessing
and the "near fee ownership™ created
by this 75 year lesse.

The cost advantages of leased land
are that you sbstattially reduce
your monthly payment yet you enjoy
the same besic land use that you would
experience if you own the land out—
right (e in fee sinple). In most aspects
a 75 year leee s tandamont to fee
ownership because you control the land
for over two gererations. When ycu
remember that our country sonly 200
years old, 75 years represents over
a third of the lifetire of our country.

When an owner buys a home,
you pay for itout of his home loan at
current market rate. Ifyou have a9/:%
loen, and your lot costs you $20,000,
you would pay $168.00 per month.
If you leased the same property at the
typical besic 8% leese, your monthly
cost would be $133.00, a $35.00 per
month swing. In addition o this,
your purchase price should be reduced
by $20,000 thereby reducing your
down payment by $2,000.00. Many
times these costs reductions make the.

msSQIli

FIREPLACES
STEAMBATHS - SAUNAS

LIGHTWEIGHT
FACING MATERIALS

HEARTH MATERIALS

LOG LIGHTERS
B

difference in qualifying for a loan.

As the buying public becomes
more knowledgeable about leasing con—
cepts ,we can expect to see more soph—
isticated uses of lessing. For the first
time we now see the lessed land
concepts used on sigle family-
One hbuilder offering this type of pur—
chase option & Foremost Homes.
Their Crestwood project offers 17
acre heavily treed estate sized trects
off Birch Road. Because of the tract
siz, dl homes are hidden from each
other and offer an unusual park-like
setting for rural livirg within fiften
minutes from tow/h and with a sub—
staitial reduction in purchase price. |

Buyers; you owe it to yourself
to become familiar with The leese
concept because of the finacial bene—
fits of such purchases.
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_ordinance outlining the ground
rides for initiative and referendum
petitions' has been amended and
approved by tbe Anchorage Assem-

.The. Ordlna)f]ce sets down™ the
acceptable procedure for the
petitions'which "areThe first steP
citizen-repeal .-or enactment of
ordinances..ilL:- o »
-UNDER THE'REVISED ordinan-

indi.viduals have 90 days from the
date when,the petition was first'cir-
culated to procure the number of sig-

ha

Mountain’ View .leaseholders who
~ upset by-'substantial rent
increases will” have a chance to
appeal at a hearing probably in
mid-October, Mike Smith, .director
of the State Division of Lands, said
Tuesday.'set o _ _

The Lands. Division will send its

n anie an

awiG sill

JUNEAU (AP) — A new sawmill
with a projected cost of 520 million
has heen proposed for a 60-acre site
cn the Gastineuu Channel here.

The two-plant mill planned b?é
Alaska Timber Corp, of Klawoc
would represent an initial invcst-
Imeat of near|¥ $-1 million. Alaska
Timber has established the Alaska -
Juneau Forest Products, Inc., to
build and oAperate the proposed mill.

F.D HAD, president of the
southeastern firm, said Friday the
f;rstrplant will mill rough timber nnd
tips for export to Japan. The second
mill, equipped with Dinners anri

.the number of voters cas inq

natures' needed. Under the
munjcipal, charter, a petition must
be signed by at least 10 erce(it of

ballots
at the last regular mayoral election:
~ Some individuals have been vocal
in their criticism of the new time

for mlimit, claiming it makes petition

requirements more-difficult torqeet,. :

Po_ent_ially-limiting citizen par-
icipation:

However, at Tuesday's assembl '

meeting, municipal clerk Mary Co
fey noted that the ordinance does not

N

standard warning letters' soon to
some 30 leaseholders on industrial
tracts in Mountain View who paid
their rent last month at old rates in
protest of the increases.

THE WARNING LETTERS also
notify leaseholders of the right to
apPeaI, and Smith said a hearing
will be set up after responses from
the warning letters indicate how
many peoplé intend to appeal.

Leaseholders. in the Alaska
Industrial Subdivision, a state lease
area between Commercial Drive
and Mountain View Drive, were met
with rental increases of 800 per cent
and, more when the state reap-
praised the tracts and sent out bills
dueinearly August.

The leases are for 55 years, and
the state reappraises them every
five years, This year, rent-on those
leases up for reappraisal rose more
dramatically than ever before.

=d a

eset a time limit .'on ‘starting
it technically -allowing-*'
individuals to repeatedly.-attempt o *

petition

gather the''necessary; signatures-
within any given 90-day tfme frame.--*
"] think--90 dayS".is-a
medium,'l. Coffey, saidf.” I'f;the%
{_eferendum is not valid, thereisao '
ime

. 'ASSEMBLYMAN Ben'
agreed, saying. "If seems that onl
3per c;ntor voters %o-to the.pglls. It
you can't get those-10 per cent'in 90
da}/,s, then-it's not a very good
petition.I - "’ - :-y\K
Another amendment, to 'the
referendum procedure removes }ha-
assembly’s jurisdiction over
whether & petition is acceptable.
Under the orur]mal Ordinance,
individuals coufd appeal' to; the
assembly ~ the municipal clerk’
reﬁcted their petition- r* Vv I'
owever the assembly-
amended that provision-.to send the

limit- og -starting another"*
- petition for a referendum.”

apxeal directly to the superior court!: m

SSEMBLY PRESIDENT Dave™
P-ose introduced the amendment,
sayln% petitions ; — which
P_roba_l started out of .
jon with some assembly action
should be kept clear of the political
process.’ - _ »

The other major amendment in.*
the ordinance removed

the'

requirement that petitions embrace. **:»

‘only a single comprehensive

je-ct. -
Although Coffey told the nssembly;

the passage Wwas intended .fo
encourage conciseness in petitions,’
assembly member Tony Knowles
questioned how a subject could be'
both singular nnd comprehensive.
"Would that we could by ordinan-
ce give the entire community clar|t¥
by Virtue of ordinance," ho’said. "
would endorse it wholeheartedly."

3rd Annwal SJ.odmoMers.fileeJjijg - 5
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LEGISLATIVE AFFAIRS AGENCY

September 10, 1976

The Honorable Jalmar M. Kerttula *

Box Z
Palmer, Alaska 99645

Dear Senator Kerttula:

Attached please find a draft letter to Commissioner Martin which we have
prepared for your signature.

We hope this covers the subject matter adequately. However, should you
wish to be more detailed and explicit regarding the surface leasing
regulations, or if you want to have the matter handled differently,

please advise us.

We ore also enclosing certain back-up data and working notes which we
utilized to come to grips with the sometimes conflicting and/or con-
fusing regulations. We thought they might be helpful to you. )

If there is anything further we can do, please let us knew.

Sincerely,

Elke Kallab
Research Analyst

EK: ym
Enclosures



DRAFT: Elke Kallab
9/10/76

Dear Commissioner Martin:

While investigating protests of leaseholders regarding recent rent
increases, it has come to my attention that the regulations governing
surface leasing policy of the state are frequently not only confusing

£ ./
and outdated, but also contradictory and inconsistent.

As chairman of the Administrative Regulation Review Committee 1 am
writing to you to determine what the Department of Natural Resources
plans to do to revise its regulations to bring them into compliance with
existing statutory authorities and to standardize them so theyare

consistent and can be more readily understood.

Following is a listing of some of the areas which appear to be in need
of attention, particularly as they apply to surface leasing of state

lands.

1. The variety of expressions and phrases used throughout Chap-
ter 53 to establish the rental price ofstate leasedlands is,

to say the least, confusing and open toerroneous interpretation.

Mere is a sampling:

fair market value

appraised pr.ice determined hy the division



current fair market rental

. appraised value
approved appraised annual rental
change in value

(Re)Appraisal annual rental value

Only fair market value is defined. It is not surprising that
leaseholders should be in disagreement with the Division of
Lands over what certain wording means. There is no reason why
the language cannot"be uniform and consistent throughout, just
as there is no reason why significant and special words or
phrases cannot be defined in order to prevent misunderstandings

and arguments over what means what.

Related to the above are the differences of definitions for
various classified lands. For instance, definitions of
grazing, material, mineral, private recreation, public recrea-
tion and timber lands in Chapter 52 are not the same as in

Chapter 58. Why should the same lands be defined differently

in different chapters?

Along the same lines, classified lands available for leasing,
such as industrial, utility, and watershed lands, are not even
defined in Chapter 58, although Chapter 52 states that they

may be leased "in accordance with regulations issued as

Chapter 58..."



Another efficiency which applies to several regulations is
that the authorities cited are general instead of specific.
Sec. 44.62.040(b) states that "...citation of specific
statutory sections being implemented, interpreted or made

clear, shall follow the text of each regulation submitted...’

By not referring to the specific statutory authority it is
most difficult to determine .where the specific authority for

the regulations derives from.

An excellent example of the above problem can be found in

11 AAC 5S.520 which cites as authorities:

38.05.020 - authorities and duties of the commissioner

of the Department of Natural Resources.
38.05.035 - authorities and duties of the director of
%

the Division of Lands

38.05.075 - leasing procedure

However, the above regulation deals with the periodic rental
adjustment of leased lands for which a specific statutory
authority exists, namely 3(3.05.105-periodic rental adjust-

ments .

Regulation 11 AAC 58.370 is another example where the specific

authority should be cited. (AS 38.05.135)



ities be cited with each rayulaticn, along with the general

authorities provided for in Sec. 44.62.0-"0(Pb).

4. It seems to me that regulation 11 AAC 53.120 clearly needs to
be revised. As the regulation presently reads, four lease-
holders who show lease agreements with special provisions
regarding the times their leases can be reappraised have a
quite reasonable case against the Division of Lands. Since
there is no specific statutory authority for regulation
11 AAC 58.120, 1it"appears that at the time the four leases
were issued the intent of the Department of Natural Resources
(Division of Lands) was to grant these leaseholders special
privileges. Otherwise, why write a separate regulation to
make 1t possible? If the provision iIn the regulation is
illegal as has been ruled by the attorney general"s office, it

should be revised at the earliest opportunity.
v

W

The above examples are but a few of the areas which appear to be in need

of attention. I suspect that revisions and up-dating for all of Title 11

is In order.

I would appreciate being advised as soon as possible how soon and how

extensively you intend to pursue the matter.

Sincerely,

day Kerttula

ONWImBmmmmuua



11 AAC 58

(The intent of the surface leasing regulation is
"to insure the equitable leasing of AK land i
a manner that will encourage development for
its highest and best use™.)

Regulation 11 AAC 53.040 (b) - Preference Right Grazing Lease
and Forest Service Permittee Lease - states that 'the director
shall offer the land for leasing to the permittee for not less

than i1ts fair market value .. ."

Regulation 11 AAC 53.660 (b) - Preference Rights - talks about
how land under preference rights is to be leased '"at an appraised

price determined hv the division™. >

Regulation 11 AAC 58.660 (c¢) (3) - Preference Rights -states
that lands (leased under preference rights for the unexpired
term of the lease) is to be leased '"at an annual rental to be
predicated on the fair market value of (said) lands”. This is
on lands which have been classified agricultural.

Regulation 11 AAC 53.120 - School Lands & University Lands -
refers to "current fair market rental . . ."

Regulation 11 AAC 53.370 - Public and Charitable Use -states
that state lands may be leased "for less than appraised value"
as determined by director and approved by commissioner to any
state, federal or political subdivisions, or public service or
function providing agency (utility); also charitable and non-
profit organizations— all organizations exempt from fTederal

income tax.

The director may decide, at his discretion, the annual rent
considering the financial resources of the applicant for \the
lease, but such rental may be 'no less than one percent of
fair market value™ on lands primarily acquired for develop-
ment, or ""no less than 5r of the fair market value on school,
university, mental health or acquired lands™.

Regulation 11 AAC 58.390 - Appraisal - states that no lands
shall be leased or renewed unless the land has been ™"aonraised"
within 90 days prior to date fixed for leasing. If lands have
been offered at public leasing but were not leased, then the
land Will be available by negotiation "at no less than the

approved appra1§ﬁq@annuajrFﬁptal"- "Ho reappraisal



is fiNpil*t/ ' unless Ih.; JFi.-VjCor b_rlioWS 'Y 0 r\ Vv o;m--t
Of tho 1 -l has OTCU.-T..

Mogula! ic:i 11 AAC_‘itI.M(I- Annual Rental « shater. that "ennual
jainiw:;;; rental s'YIiYIl "bY computed frcr’ the anwed g-.v.g :vd

market vilue'.

Regulationt 11 _AA?_13A 2P ™" Adjustment o;r r-;1 1 - state:, that
Jai Tl eases sliall scip flate that the annual rental payment,
(which 1is pegged to the approved appraised market value) shall
be subject to adjustment by the director at 5 year intervals
and any changes or adjustments shall be based primarily upon
the reappraised annual rental value.™

When reappraising the annual rental value, the director shall
take into consideration the following factors:

- Value of comparable lands in the same or similar
areas, exclusive of improvements provided by lessee.

The commissioner may waive rental adjustments or lengthen
reappraisal periods when lessee (who is improving the leased
property) can show ha needs this "special treatment™ to obtain
financing or loan insurance for development of the leased

land.

Regulation 11 AAC 58.740 - Rights-of-Way - states that damages
sustained hy the lessee as a result of the state granting a
right-of-way across the leased land 'she"ll be determined by

fair market value™.



Agriculturol Lands

Commercial Lands

Grazing Lands

Industrial Lands

Material Lands

Mineral Lands

Y TV

Definitlons

1) MC 52.220

Those lands which, because of location, adjaefdnt
development, physical and climatic features, arc
or may be made Suitable for the production of
agricultural crops.

Those lands which, because of location, physical
features or adjacent developments, may best be
utilized for non-industrial business purposes.

Those lands which have the physical and climatic
features that make them primarily useful for the
pasturing of domestic livestock.

Those landswhich, because of location, Bhysical
features, or adjacent developments, may be best
utilized for industrial purposes.

Those lands that arc chiefly valuable for materials,
including, but not limited,” to the common varieties
of sand, gravel, stone, pumice, Fumlmte, cinders
and clay and where the removal of the material would
seriously interfere with the surface utilization.

Those lands that arc chiefly valuable for minerals,
inc'uding, but not limited to coal, phosphate, oil
shale, sodium, sulphur and potash and where the
removal of the material would seriously interfere
with surface utilization.

Those lands which, because of location, physical
features or adjacent developments, are chiefly

11 AAC 53.910

Those lands which, because of location, adjacent
development, physical and climatic features, ere
or may be made Suitable for the production of
agricultural crops.

Those lands which, because of iocalion, physical
features or adjacent developments \r/ Dest be
utilized for non-industrial business ourooses.

Those lands which in their natural state have the
climatic features that make them primarily ~se-
ful for the pasturm% of domestic ‘ivestor.k.
SFora%e crops allowed for lessee's o use oV.v -
1 AAC 58.030).

None

Those lands that ore chiefly valuable for
materials, including, but not limited to, the
common varieties of the following: sand, grave!,
stone, pumic , pumicite, cinders” .nd ciay.

(May be leased for purpose other than removal

of materials, so long as it is _consistent with
primary classification - 1! AAC jd.GSC).

Those lands that are chiefly value:la fe*
mi..erals, |nc_|ud|n(_1, but not '«"'tee to coal
phosphate, oil shale, scdiu" solan.:, aato.-sl.t,
wherever it appears probable that the surface
use for the extraction of such minerals wojld
preclude other utilization.

thosc lands whic.n, oeeo~.su e N,
physical features or aojncvn: Lo LV



W jic wecrention Lends

Residential Lands

Timber lands

Utility Lands

Watershed Lands

11 AAC 52.220

valuable as outdoor rural areas and may best be
utilized by private non-commercial development.

Those lands which, because of location, physi-
cal features or adjacent development, may best
be utilized by the public for, but not limited
tQ, na_tur?l and developed recreational and
historical areas.

Those lands which, because of location, physical
features or adjacent development, may best be
utilized for single or multiple unit dwellings.

Those lands which, hecause oF physical, climatic
and vegetative conditions, are presently or
potentially chiefly valuable for the production
of timber and other forest products.

Those lands which, because of size of tracts,
Physycal features, adjacent developments or
ocation, may be suitable for a variety of
uses or which do not lend themselves to
classification émder the other designations
herein contained.

A drainage area which may best be utilized
as a public water source:

..0'Stc-cy between various chapters.

11 AAC 53.910

chiefly valuable as outdoor recreational areas
and mar best be utilized by private non-com-
mercial development, ne residence per lo

devel t.. {0 d lot
leased - 11 AAC 58.070).

Those lands which, because of iocation, physi-
cal features or adjacent development, may best
be utilized by the public for, but not limited
to, parks, scenic overlooks, campgrounds,
historical sitas, and fishing-hunting access
sites. (Kay be leased For other purposes than
recreation S0 long as it is consistent with
primary classification - 11 AAC 55.110).

Those lands which, because of location, physi-

cal features or adjacent development, may
Best be utilized for single or multiple unit
wellings. .

Those lands v/hich arc primarily useful for pro-
gcCHSH of forest products or watershed pro-

None

None



iiWM pb.bimbJ 11 AAC 52.220(5) ¢

Classification The systematic designation of lands according The designation of lands a
to their highest and best use. parent best use.
Fair Market Value Means the highest price, estimated in terms of money, which the property v.cuici a

exposed for sale for a reasonable time in the open market, with a seller, willin
forced to sell, and a buyer, willing but not forced to buy, both being fully irf
all the purposes for which the property is best adapted or could be used. “(11 A

Inconsistency between various chapters.



lras.. u > viil*L-.

f i lie litil".~I I'i jimpu.-eiv.;":j
m| + !n.eand laud olairitic.iriiw!. Utik/.it:.m
o th>: sl for other than ill- aliowed (exes
.+ dilute a violation o' the le>e. /
plan m.sy I»s required on nil! lease-*
o 429 I>(J acres u: more. Failure to make

nm  of the land, consistent v.ith the
d-evel-!, .v.eut plan, vliliiin five years, shall, ia the
clirccto.'n discretion, constitute grounds for
cancel: .lion. (tht'. 7/1/60,2F2€eg. 1: are. S/15/64,

Re;. 17;3/22/66, Reg. 22)
Authority: AS 35.05.020
AS 35.05.035
AS 35.05.075

11 AAC55.520. ADJUSTMENT OF RENTAL.
AT* leescs .-diaii stipulate that the annual rental
payment shall be subject to ad&ustment by the
director at five-year intervals an an?/ changes cr
a.lju-t.r-nts shall be based primarily upon the
reappraised annual rental value. The director
s'tail tchc into' consideration the foliowing
facto-... s reapprasir.g the annual rental value:
tks value of comparable lands in the same or
simitar  aas, exclusive of buildings, structures,
appur(}.c e s, equipment, land fill, clearing,
Iv-e'i;?, ur roads owned by the lessee. The
comml.v-ioner may waive one or more of the
period:e rental adjustments or lengthen the
roapp-ai-al period,  when a lessee "who has
acquired a tract of land for niultip'e unit.
housing. commercial, or industrial developmeid
can demonstrate to the satisfaction of the
comn’'lv.iar.er that such action is essential in
order to obtain the primary long term flnancmgi
or lona insurance required for development o
the le .sad laud. In order to qualify, applicants
iaus’, furnish written evidence that, In requiring
a wane; of rental adjustment, the lending or
msunng agency is applying a generally applicable
rule. VI-livers shall ‘remain in effect only durin
the Arm of the loan but shall not exceed 4
wars ('iff. 7/1/60, Reg. 1, am 3/15/64, Reg.
‘«T;... m/'0/66, Reg. 22? _

Authority: AS 38.05.020

AS 38.05.035
, AS 38.05 075
e

A _L°C
_r?\ >307 S'Jitl.I ASINC:Vany Iv"Cf
i. 4 wec thv Lat-t tn portiu>. thereof upon
J o lehr Ll p-ovided, thit belore a_n?;
ie- p.-iiihte-| to s'ili-« an* of cic
p. i il-erctd. lie delll i

_ k- d epel;

o-to t | oerm ] (m if ol e
e 'l rte'eil » *I''h'. lee-es

irtpro -e. e't. th.ieee 00 Pe o
Sub!.:d..:S! in-.dlowe.l of :
thereof t'vd have improve-;m--. there,-f. >.v

in til-- f. revtor's oginir.g, ti.e improve- [
sud-sf.uit..!t-" t-e reave1 far the sub!.-:'-log.
Sublessees shall mt he allowed to Rather
sublease their interest. All subleases shall be in
writing. SEff. 1/1/60, Reg. L; an* 3/15/64. Reg.

17:am 3/20/66, Reg. 22)
Authority: AS 35.05.020

AS 35.05.035
AS 38.05.075

11 AAC 55.540. ASSIGNMENTS. Arty lessee
may assign the lands or portion thereof upon
which he has a lease; provided, that before an?;
lessee shall be permitted to assign any of suc
lands or Portlon _thereof, he shall make
application to the director for a permit arid tits
director may issue such permit if he finds it in
the best interest of Alaska. Applications for
assignment shall he made it writing to the
director.on form DL-50 “ Assignment of Lease”
or an image copy thereof. The assignee shall be
subject to and g?ov_erned by the provisions of the
lease and regulations aﬂ)llcable thereto, faff.
7/1/60, Reg. L. am 8/15/64. Reg. 17; am

3/20/66, Reg. 22) _
Authority: AS 38.05.020

AS 33.05.035
AS 33.05.075

11 AAC 55.550. MODIFICATION.*A lease
may not be modified orally or in any manner
other than hy an agreement in writing signed by
all parties thereto or their respective successors
In interest. gEIf. 7/1/50, Reg. 1. am 8/15/64,

Keg. 17, am 3/20/66, Reg. 22)
Authority: AS 35.05.020
AS 35.05.035
AS 35.05.075

Il AAC5S.560. CANCELLATION -
FORFEITURE, fa% leaves iri good standing may
he cancelled i'l whole (>r in part, at any time,
I-pOu_mutual written agreement by the lessee
and tii. .‘ire.toi.

fI>) A leave i. svhpvt tu cancellation iny.
nroinoput i hipip. Ty i--uiel i-n.svli



. mtm- i .1 580 of this chapter. rut
Lo v mtiour cljj.vnt ttto i incorporated
ip.urir or%anlzed community may

be J-*..- or i renewal lease issued -until the
prop.use of ilie land h.:s been studied and
re- 1. d Jom.tly_ by the director end the local
authorized pljnning agencies. &Kl'f. 111160, Key.
1:am S/15/64, Reg. 17; am 3/20/66, Reg. 22)
Authority: AS 38.05.020

AS35.05.035

AS 35.05.075

11 AAC 53.370. PUBLIC AND CHARITABLE
USE. (al) | lie lease, sale or other disposal of any
Alaska lands or resources maY, be made to any
Aia-ku or federal agency or political subdivision,
or rhe lease, sale or other disposal for less than
th*rn .n , V,U.asm? iedetermined by the
director -ud approved by the commissioner to
be fair and proner and in the best interests of
the public, with due consideration being given to
the n.'tnrc of tiie public sendees or function
rendered hy the said agency, subdivision or
utility m,king application” thcrofcr, and of the
terms of tiie grant under which the land was
scui i.eu by Alaska.

(b]_ The director upon application Tiled hy an
applicant eligible under this subsection may, by
negotiation and without public auction in the
manner prescribed in this subsection, lease ang/
lands c.f the state for a term not in excess of 5

Year-; Before leasing, the iliree’|or shall prepare a
and <> plan and a land classification to Insure
that tin. proposed uvj is compatible with area
utilisation. Before the land may he leased under
this subsection, it must be shown to the
satisfaction of the director that the land is to he
used for an established ordefinitely proposed
Rrowpt, and that the eligible applicant, as
- VLiit::Tier described, has the financial ability to

carrg_out_me project. The commissioner may
establish limitation on the acreage winch may be
| +ehed Pursuant to this subsection to “any
applicant.
E)y i appl'vu!l  mlr :Li> -cci >n shall
Clviiel to liuprolll - o.vpiiv.-dions
i -4 dubs, or svi-lie g and
mval ' | emmivelv ! mmcharil.dm i bviis
mtt |0 eiiivati %! purpose-, <i tu the

o ' |0 secvl vicilu-e d the pini t lor
Ve 10 dsd ) videtiinit i>th'i-c
w ofj, L oisii, c. - tin pa i md!

Il A\C5S35U

submit evidence th-r it is exempt from payment
of federal income tax.

_M_L Tiie director may tease such land to an
eligible applicant at a reasonable annual rental,
tal->"g into consideration the purposes for which
the lands are to be used and the financial
resources of the apPhcant, but in no case may
such rental be less than one percent of the fair
market value on lands acquired primarily for
develoPment, or less than five percent of the fair
market value on school, university, mental
health or acquired lands. Renewal leases may be
issued at the discretion of the director upon the
expiration of any primary or renewal term. Each
lease shall contain a provision for its termination
as to all or part of the lands upon a finding by
the director that the land or any part of it has
not been used by the lessee for the purpose
specified in the lease for a period of two years,
No lease may be assigned or subleased, except
with the consent of the director, and in an?{ case
may only be transferred to an applicant eligible
under this subsection. A lessee u. y not change,
the use sPecn‘led in the lease to another or
additional use except with the consent of the
director. If, at any time after the lands are
leased, the lessee attempts to assign the lease or
transfer control over these lands to another, cr if
the lands are devoted to a use other than that
for which the lands were leased without the
consent of the director, the lease automatically
terminates. (HIT. 7/1/60, Reg. I; am 8/15/64,
Reg. 17, am 3/20/66, Reg. 27)
Authority: AS 38.05.020
AS 33.05.035
_ r A838.05.075
4 (1 N3/
11 AAC 58.380. TERM OF LEASE. Lease may
be issued for a period up to 55 year: if it
aPpears to be in the best interests of Alaska and
If "approved Dby the commissioner; provided,
however, if (lie intial annual rental of a lease
does not exceed SI000. the approval of the
commissioner is not required. IETf, 7/ 1,*w. Res.
L am 8/15/64. Reg 17::-ri dfaOf'v'. 1 22
Audiori-v: AS 5,r1i|
AS m.'ls 035
AS 3S.tis11/5

N N U

1i AM" Sh.VHii. APi-RAAWt.. v, shall
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Iv) 'il.e lessee. may duel to nbam'oii iiie riJts
ire clie cancelled federal lea-g. s lier-ii
PM'oned. liistl make applied inn t Ilie diicclor
.. Istale lease fora term up to 55 years. IT llie
le-wo shoul] elect, lie shall he atlorded the same
preference nght_as an expiring lessee as provided
In see, 660 of lliis chapter. (Eff. 7/1/60, Ret.. I,

am S/i5/64. Key. 17, am 3/20/66, Re-. 22)
Authority: AS 35.05.020

AS 35.05.035
AS 35.05.075

Il AAC 5S.050, MATERIAL LANDS. Land
clarified as material lands shall be available for
lease under this chapter. Material lands may be
ieased for purpuses other than the removal of
materials, provided such proposed use is
lo.isisient with the primary classification. (Eff.
6/30/60. Reg. I, am 8/15/64, Rea. 17, am

mz22/c7, Reg. 28) _
Authority: AS 35.05.020
AS 35.05.070

li AAC 58.060. MINERAL LANDS. Land
cia-sified as mineral lands shall be available for
lease under this chapter. Mineral lands may he
leased for purposes other than the removal of
mi'-emls, provided such proposed use is
oomhtent with the primary classification, (Eff.
65'!Y|O. Reg. I, am 8/15/64, Reg. 17, am

3 22/64. ReS. 28) _
Authority: AS 38.05.020
AS 35.05.070

Il AAC 58.070. PUBLIC RECREATION
LANDS. Larat classified as public recreation
imi\ «iu! be available for lease. Public
recreation lands may be leased for purposes
otver titan public recreation, provided such
proposed use is_consistent with the primary
ci.-"Mlection. (ZEtf. 6/30/60, Keg. I} am

v 151i.4. Reg. 17;am 3/22/69. Reg. 28)
Authority: AS 38,05.020
AS 38.05.070
3 w30 PIUVAIL R:t It:-A HONAI
s, luvls cl- tied as private I egicaiiotial
“ ica--d for ilial ume  st.dl be used

¢ 'scvittirieiciel rccic;:lii->,i| purposes. No
es0j tic icsiilcn, e vhaM i t >e'Im omon
Lo Jesv-tl I'mow.vi, ilv % om=<a may. if
[ Ti-.0 We, m 0. 0
ey o v it T
I3 e v il < .- ke

NMIiKAI KES(>L'IICI-S

|1 AAC 58.040

Il AAC 58 1.70

[])roper notice, cancel the existinﬂ lease._ (Eff.

I1160. Reg. I: am 8/15/64. Reg. 17, am
3/20/66. Reg. 22

Authority: AS 3-5.05.020

AS 38.05.035

AS 38.05.075"

11 AAC 58.090. RESIDENTIAL LANDS -
Lands classified as residential lands and leased
for that purPose shall be used for residential
purposes only and in accordance with any
agpllcable building and zoning codes. In the
absence of such codes the lessee, shall, at least
30 calendar days_prior to_commencement of

. construction or utilization, file with the director

a plot plan and a genera! description of
contemplated construction. Tiie director snail
reject said plan within 30 calendar days after
receipt thereof if lie deems such utilization or
construction ~ contrary  to  the orde_rlz
development of the area cr_incompatible wit

eX|st|n% development. $Eff. 71/1/60. Reg. I-am
8/15/64, Reg. 17, am 3/20/66, Reg. 223

Authority: “AS 38.05.020

AS 38.05.035

AS 38.05.075

[l AAC 58.100. RESERVED USE LANDS.
Reserved use lands are available for leasing and
may be utilized under an Inter-agency Land
Management Transfer. Lands transferred to a
qualified agency may be utilized bY.Csubllease. or
any other manner,” provided suefi utilization
shall lie consistent with the function assigned
said agency and the provisions of the Land Act
and tiiese regulanons unless  otherwise
exempted. (Eff. 6/30/60, Reg. L1 am S/15/64
Reg. 17, am 3/22/69, Reg. 28)

Authority: AS 38.05.020
AS 38.05.070

Il AAC 58.110. TIMBER _LANDS. Timber
lauds are available for lease. Timber lands may
be leased Ior_Jv.,r|K>sos other ihan the i'inoval of
timber. provided see!) proposed use is consistent
e.djl: tho prini.ny classification. (I.1f. 6/30/60.
5€8ei/ I am S/I5/04. Rel'. 17, am 3/22/69, Re-

Authority" AS 3:5.05.020

AS Ls.ol.0/0

il AM' 5Ci H Mrtfi'U. ! Wlr; AND
17r . LAWBRS. fES, b i -l
vt locet D a qdlte il
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o> tal o F« b i_m;”y. thm
] ave for libA(s; fle y>i,, of e l-g,
no.arde’! > the highest bidvler a! puh‘iie
in atciieoi 55 year; or IcSAt the cxjsir.tii >
vl the [irs: li,c year term the Kinds so leased
“".ul be nppre.ised nnd the stull pay tiie
then current fair market rente.! or. *ic _
laid for the balance of the term. Such apprul'i!
shall_not contemplate the improvements marla
vy tiie lessee during the five-year period.

(h) The purpose of this prevision is to make it

economically feasible for a lessee to develop

agricultural "lands that are not available for

purchase. (Eff. 7/1/60, Reg. l;am S/15/64, Reg.
17, am 3/20/66, Reg. 22) =~

Authority: AS 38.05.020

AS 35.05.035

AS 35.05.075

| 1 AAC 5C.i30. RESOURCE MANAGEMENT
LANDS. Resource management lands are
available for lease under the terms ard
provisions of this chapter. (Eff. 3/22/69, Reg.

2
d Authority: AS 35.05.020
AS 35.05.300

[l AAC 58.140. OPEN-TO-ENTRY LANDS.
Opan-to-er.try lands are available for lease
sub£ect to the provisions of AS 38.05.077. (Eff.

3122169, Keg. 28) _
Authority: AS 35.05.020
AS 35.05.077

ARTICLE2. PERMITS

ction

0. Right-uf-way or easement permit
0. Special land use permit

0. Roads tosubdivided state lands

[l AAC 5S5.200. RIGHT-OF-WAY OR
EASEMENT PERMIT, (a) The director, without
the prior appioval of tile commissioner, may
Issue permits for roads, trails, ditches, pipelines
driii * sites, log  storjge, telephone” and
transmission lines or.~ similar  uses  or
I .proven'.ent<._ Application shall he made on
iil'm DL-75 cili.ipietci! in In!f or a:i image copy
thenn.if and include therewith the repaired plats

application fee.

Se
20
21
22

11

sf iy Il a )
[l A\f il
"{_ la fire > :.tleg . any tieru:' or v .sice:*,
atltr I'lauds, the up!:ti 1
*mha*- |1, ju't pr-etiTnvee to ~ c.se sl
V! which I contig'i*.i'.s am.' a:\l ot Ic
iniproperty of sue!; upland ov.:er ard
vhidi is needed |

v such _uh)’a.i.i tvn.-r for any
if the Purposes ar which (in; perm*! or an

ca.ieuivnt may be granted..

(c) In tiie event the use authorized under syid
permit is a hydraulic project, or uses any
eqmﬁment that will use, divert, obstruct, pollute
or change the natural flovy or bed of any river,
lake or ‘stream or that wiM utilize any “of the
waters of the state or materials from any_ river,
lake or stream bed, the applicant shall nofify the
Commissioner of the Department of Fish™ and
Game and shall obtain his approval prior to the
commencement of operations.

(d) In the event the use authorized under said
permit shall require n_aw?_able water or in any-

way interfere with navigation, permission of tile

Corps of Engineers, Department of Armﬁ, shall

be obtained Bnor to use. (ZEff. 711160, eg. 1;
am S/15/64, Reg. 17;am 3/20/66, Reg. 22)

Authority: AS3S.C5.020

AS 35.05.035

AS 38.05.0 /5

11 AAC 58.210. SPECIAL LAND USE
PERMIT. The director, without prior approval
of the commissioner, may issue special land use
permits on such terms and conditions as_he
deems to be in the best interests of Alaska. (Eff.
7/1/60, Reg. I am S/15/64,-Reg. 17; am

3/20/66, Rug. 22} . _
Authority: AS 35.05.020
AS 35.05.035
AS 35.05.075

| 1 AAC 55.220. ROADS TO .SUBDIVIDED

STATE LANDS, (a) It is the purpose of this
section 0. ﬁrowde access to subdivided state
lands  which are programmed for surface
disposal, and to provide access roads at the,
lowest possible cost.

(";o% The director of the Division of | and-, may
contract ~ with  private _ persons for  the
c.instruction of roads to anil cm subdivided state
l.m.h programmed lor surface disposal which are
r. X more than sit miles from existing roads or
i. ghv.yys.
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MO"1 James 1i. Uceves fa'tir sisjhct- Harry Cummings Lease " -e

A ssistant Attornegyr General ADL 21923

AGO - Anchorage

This is a 1953 lease of University lands classified -

as agricultural. Two independent legal problems have
arisen. Over the summer, | gave your o ffice inform al
these problems, but it was apparently lost and forgot

recently
advice on
ten.

On September 9, i-ir. Atkinson of your o ffice delivered
the entire file to me andrequested that |I handle the problems
j.t raises, stating that ha and Mr. Eallback regard them as
"legal."” Charles Tulin, attorney for Mr. Cummings, has since
contacted me at the suggestion of your o ffice regarding one of
the two problems. | feelthat it would be more appropriate
for your o ffice to handle this m atter on the basis of the
legal cidvic-e which follows, but | w ill do it myself if for
some reason your o ffice cannot.

This lease was sold at public auction in November,
1973. Cummings was the high bidder. Thereafter, between the

signing of Mr. Cummingsl conditional receipt
lease and the issuance of the lease agreement itse If,
"Special Provisions™"
Special Provisions, apparently unique to this lease,
to two illegal questions.

1. Is the Division foreclosed by
Provlisions from raisir.g che rent based wuvaon five year

oreappraisals?

The statute applicable when this lease was

the original unamended Section 105 of tiie Alaska Land

w hich then read:

A Il leases shall stipulate that the
annual rental payment shall be subiject
to adjustment at five-year intervals
and any charges for nc:justm-ents shall
be based prim arily on a reappraised
annual rental value.

were added to the lease agreement. These

and agreement to

certain

give rise

the Special

issued was
Act,

J

el

_t*



ecuuel C. T. Smith -2 - Or:Lober 3, 1975

‘‘ha sLandard lea~c for?, used in this transaction is consistent
vic!: that statute; it eprovides that rental payments w ill ba
'subject to adjustment at each five-year interval fret the
effective date" of tho lease.

One provision of the Special Provisions could be
intcrprettad as conflicting with that foregoing provision:

On or before the 19th of November 196C

[the five-year anniversary date] the

Lessor shall re-appraise the lands herein,
leased and the annual rental for the

balarTce of the lease terti, shall then be *
adjusted to reflect an annual rental
.predicated upon sii-: (6) percent of the o o
then current fair market value of the

lands herein leased.

The Special Provisions recite that this procedure was approved
in 1963 by the President of the University and by the
Commissioner of N atural Resources.

This is a fifty-five year lease with a statutory

right of renewal. The original annual rent of the 720 acre
parcel was set in 1963 at $300. In 1963, it was reappraised
pursuant to the above provisions of the lease and rent was
raised to $1,260 per year. In 1973, the Division notified
the lessee that it intended to reappraise and raise the rent
again. For some reason, reappraisal took 13 months; on

May 22, 1975, the Division notified the lessee that the
rent had been raised to $10,920 oar year.
v

The lessee and his attorney naturally take the vi
position that no readjustment of rent may occur for the
balance of the term. They base this argument upon the Special
lease which seems to waive the State's power
rent readjustm ents. Over the life of the lease,
could be worth hundreds of

Provision of the
'o make five-year
this question is obviously one which
thousands of dollars to the parties.

It is ray opinion that for at least two reasons' the
D ivision should continue to readjust rents at five-year
intervals based upon up-dated reappraisals.

In the first place, the statute under which the land
was leased required adjustments at five-year intervals.
i2 33.03.103 (Before 196¢ amendment) Therefore, the. Special
Provision which purports to waive readjustment con flicts with
the statute which required it. For that reason the. Director
eached in excess of statutory authority in attempting- to waive
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chue.l V. Br.ti

-roa:jju se.ant pro":sior. ir: 1253, Cure.mming::' attorney has
e n t:\' I iti.cn that AS 32.95.195 an if pror.ctkly mods !
| 3y authorize:; such a waiver; vliet he overloor fails

:n ncknov;'.cdga ir. that the wiiivsr authority now found in the

second sentence of thec statute was not. a part of the Lund
Act when this .lease was issued, but was added by an amenclr.ont
.in .1964. See, Chapter 44 SLi\ 1964. Certainly the 1954 statute

did. not authorise a waiver ir. 1963.

There is another, independent reason why the Special

Provision purporting to waive rental readjustment is unenforce-
statute, this lease was sold at public

able. As is required by

auction. But i~t appears that the lease was offered to the public
at auction without the Special Provision which purports to waive
the rental readjustment. Had the D ivision in 1963 possessed

statutory authority,” to offer a long term lease with a waiver

of rental readjustments, it would certainly have been obligated
to do so at public auction. Indeed, had this lease been offered
at public auction with the waiver, it would almost certainly

have brought substantially larger bids. For this reason, it -is

ry opinion that the waiver, even if otherwise authorised by law
in .1963, could not legally be engrafted to the transaction by
the Division after it had beer, offered at public auction without
that "bonus." Mr. Cummings bid on what was offered, and that

is all he got. 1/

2. Is the Special Provision purporting to authorize
chv commercial harvesting of timber from, the leased land valid?

This. 720 aero parcel apparently supports a commercially—
valuable stand of timber. The D ivision has ashed whether
Cummings nay be permitted to harvest that timber for economic
gain rather than personal use. It is my opinion that he may

not.

The Alaska Land Act authorizes the sale of timber on
State lands either by sealed bids or public auction- AS 33.05.

120. As | understand it, no timber sale has been held with
respect to this property; instead, tho State has leased the
Jdand.

i/ Because these two independent grounds so clearly establish

"uiie invalidity of the lease's purported waiver O rent
readjustm ents, | have not addressed the question of whether,
h.id AS 38.05.103 read in .1963 as it does today, the Director
could have leased these university lauds at public auction

w iih the rental readjustment waiver without violating some
fiduciary obligation imposed by 43 U .S.C. 354 or other lav/s.
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Again, 11" for::. Ir;::sa nyrejr.aat used by fun D ivision

this j .clcals specifically with hiigqusKtinn. raragman
:vo of tho lease srates that "the lessee shall not sell or
owv.ove for use elsewhere any timber, . . - pro/ifeel, howevar

that m aterial required in tha enjoyment of this lease may be.
used after a written perr.it therefor has beer, obtained Iron tha

lessor.” The lease also provides that "the lessee shall not
commit waste or injury upon tha lanes leased herein-" These
standard lease provisions are consistent with regulations on. the
same subiject. Although timber lands are leasable for other

purposes (11 AAC 5S-110), the timber itself may be sold for
commercial purposes only under the timber sale regulations,

11 AAC 76.005-.3S5. Leasing of'the surface with unrestricted
rights to remove ard sell the timber would circumvent the
specific statutory Ilim itations wupon the sale of tim ber-

This im plicit statutory prohibition of the sale or -«
lease of land as a device to avoid the timber sale provisions
of the Land Act is expressly reiterated in the D ivision's land
leasing regulations. 11 AAC 54.110 permits the lease of timber
lands, but only "for purposes other than the removal of timber.'*
ivhsn timbor lands or other lands chiefly valuable for the
m aterials occurring thereon are leased, the lessee of the
surface rights is not permitted to "sell or remove for use
elsewhere any timber, . . . or any other m aterial valuable
for building or commercial purposes [except insofar as that
m aterial may be] required for tha development of the lease-

hold." 11 AAC 5G.730.

In accord with these statutes anc! regulations, the
standard lease and sale contract forms used for more thar\la
decade by the Division all contain provisions unequivocally
prohibiting commercial harvesting of timber. The Cummings
lease is a good example. It specifically states that

the Lessee shall not sell or remove for

use elsewhere any timber, . . - or any

other m aterial valuable for building or
commercial purposes; provided, however,
that m aterial required in the enjoyment

02: this lease may be used after a written
permit therefore has been obtained from the

lessor.

|, i.'.eV/.LSCt, tile lease that wthe Lessee shall not commit
to or :illjury upan the lands leased herein.”
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milr.unlJorstnndi::; so.-earning Cunminy: ”ri.gkc. to
d. kh 1 i k - e th.it C s es>eem i."] ton La.l read jus hm.en';, springs
-1 Li-e i': :cue G :ry jl. Provisio:';-. aide:l to this lease. following
a lie:cj.c>r.. One of them reads as follow s:

Perm ission is hereby granted the Losses
to remove all or any portion of tho
timber now growing on the lands
included in this lease agreement and
to dispose of the timber so removed in
such manner as he shall sea .fib.

'or precisely the same reasons which compel the conclusion that
tho attempted waiver of the State's right to readjust rents is
void, the Special Provision concerning timber harvest is void
as w ell. The lav; applicable when.the sale was held forbade

the granting of rights to harvest.timber for ocher than
personal use as a part of a landlease. Furthermore, even if
such a grant were then permitted by lav/, the lease offered

to the public at auction did notcontain this valuable right,
and therefore it could not be engrafted upon the transaction

by negotiation or simple generosity.

I suppose that this opinion w ill generate problems
for the Division of Lanes, particularly with regard to the

timber problem - for the Division has vacillated on that issue

in connection with this lease and ultim ately advised Mr. Cummings
in 1973 that he was entitled to take the timber, having
reluctantly concluded that that advice was in error, | urge

that it €. countermanded ir-mec;late ly .
Perilcaps the personnel of the Division of Lands should

be reminded that they have no carte blanche authority to deal

with state lands. Their power derives entirely from the

legislature In some areas, the Clan~iicssionor has .by regulation

lim ited the D irector's ability to implement or use statutory

authority by voluntarily imposing additional conditions and

lim itations wupon the powers given him. by statute. The D ivision's

personnel must examine every proposed Division action*,to determine

whether the legislature has authorised it by statute and, if
so, whether D ivision regulations permit it. Unless both
guestions are answered in the affirm ative, the proposed action,

should not be taken.



S clieland hy 11 >re. o s any

claimg * o' party " iy cleml!that
> ai- o [ti-mmwner'hip ! the tv-eiil the state
~_dc.vi.e tills to it land isn-Jvr lease, (he
il lease shuli than have the same
~ Luce and ol'lIVcSa nun-conditional
lease issued under the regulations of this
chapter. fl.tr. 7/L/fi0. Reg. 1.am S/15/64. Reg.
|7, am 3/20/06, Reg. 22)
Authority: AS 35.05.020

AS 35.05.035
AS 3S5.05.077
ARTICLE 4. SHORT TITLE AND
DEFINITIONS
Section

900.  Short title "
910.  Definitions

| 1AAC 53.900. SHORT TITLE. Tiiis chapter
pertains to the leasing of lands of the State of
Alaska and to the jurisdiction of the Division of
Lands. Department of Natural Resources and
related matters. The intent of this chapter is to
insure the equitable leasing of Alaska laud in a
manner that will encouac.ee development for its
hlghest and best use”This chapter may be
referred to as Tie “Surface  Leasing
Eegu||a7t|ons.;/gEOf/f667/F1{/60,zgeeg. |: am 8/1 5/64.
eg. 17; am , Reg,

J Kkl As 38.05.020
AS 33.05.035
AS 38.05.07:

[l AAC 58.910. DEFINITIONS. In these
requlations the following terms shall have the
irveiling indicated unless the context clearly
requires a different meaning:

(1% “agricultural lands™ means those lands
which.  because ~ of location,  adjacent
development, physical nnd climatic features, are
o _maf/ > made suitable tor the production ot
agricultural crops;

(2) *T\cI" means tiie Alaska land Acl. AS
38.00;

13: “Albl.a" menu-. sot +mgka

id) * Ala+'a lands™ mean, all Imds including
lile an! subm .| litd«. or rvviiuev>

H'H

V1IN PLS HIKC TS

10 \.V" Ss.K.I)
ITA\f 58.9]
belonging ™ or here:ltor manner
acquired 1y Ala.*. %

toan]

(5) ‘classification” mcav.s rh: designation of
lands accCM-i:;:g lo their apparent best Usx; ®

(.A% “commercial lands” means those lands
which, because of location, physical features or
adjacent developments, may hest be utilized for
non-industrial business purposes;

(7) “commissioner” means the Commissioner
of the Department of Natural Resources;

(8) “department” means the Department of
Natural Resources;

(9) “director” means the Director of the
Division of Lands, Department of Natural
Resources;

(10) “division” means Division of Lands
witliin_the Department of Natural Resources.
Administrative .gowers and other delegated
duties as prescribed by law or regulations are
vested in the director:

(11) “fair market value” means the highest
price, estimated in terms of money, which the
propert% would b_rmq if exposed for sale for a
reasonable time 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
pioperty is best adapted or could be used;

~(12) “grazing lands” mealis those lands which
in " their “natural state have the physical and
climatic features that make them, primarily
useful for the pasturing of domestic livestock;

(13) "preference right grazing leas."" means a
grazing lease granted to a lessee whose federal
grazmq lease was cancelled to allow the land
under lease to be selected by the slate:

~(|4) “iand™ means all lands under the
jmi.-du.tior: oi the division;

{") *'lease™ means a surface leave i-y.ud cr
l.el.l pursuant to die Act and these rcgul.iilonv.

(1'd "meied.i! lands” ine.uo ih.-e [m.U dial
are chi.lly v.jl.i.for nu.Vii.d'. ioeEidiu; . but



Problems with Chapter 58

1) Definition of various classifications of lands vary from chapter to
chapter in the regulations. They should be consistent at all

times. See chapters 56 and 58, for instance.

2) Every chapter ought to have the same number of definitions; i.e.,
commercial lands should be defined, as should be industrial, not
just one or the other. For instance, Chapter 58 dealing with state
leases does not have a definition of industrial lands, yet a goodly

number of state leases are just that.

3) Commercial-Industrial classification (11 AAC 56.610) no longer

exists, yet it still is on the books.

4) a. Public recreation lands classification should be outdoor v
recreation areas (which include parks, scenic overlooks, camp-
grounds, etc., etc.); it should be removed from private recreation

lands because it conjures up the image of public use.

b. Some more descriptive term (such as cabin site or leisure or
recreational purposes) should be substituted for outdoor recreational
areas under private recreation lands.

5) Classification of lands 1is supposedly the systematic designation of
lands according to their highest and best use, according to 11 AAC 56.610;

yet Il AAC 58.910(5) says "apparent best use'"™, even though 11 AAC 58.900



Problems (continued) 2

states "highest and best use".

6) Authorizing statutes must be shown in the regulations. Someone
ought to check that in minute detail. We came across a couple of
omissions just checking on problems with state leases. (Omission
of AS 38.05.105 authorizing specifically half of 11 AAC 58.520.
Instead, they cite the very general and broad .020, .035 and .075.
The same thing is true of AS 38.05.135 which deals specifically
with public and charitable uses on leased land, but 11 AAC 58.370

just mentions the old standbys of .020, .035 and .075.)

7) What constitutes the annual rental rate? How it is to be arrived

at needs to be spelled out in the regulations.

8) Related to 7) above, annual rental value (which should not be
pegged to the fair market value, but in fact is determined by it
due to the non-existence of private leases comparable to tho"se
offered by the state) should be defined, which it is not now, in

the regulations.

9 Watershed Lands/Timber Lands-Classified. Defined separately in

Chapter 52; combined in Chapter 58. Must/should be consistent.

10) What is the difference between "may not be disposed by sale™ (52.060)
and "'shall not be sold" (52.080)7? If they should be identical,

make it one or the other.



