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T r u s t  l a n d s
p a y m e n t  f o r  m a n a g e m e n t

N o n e P a y  n e g o t i a t e d  a m o u n t  
(Sec. 1)

N o  c h a n g e R e c o m m e n d  d e l e t i o n  

o f  Sec. 1

S a l e  t e r m  m a x i m u m Ma x .  10 y e a r s M a x .  20 y e a r s  

(Sec. 2 & 3)
N o  c h a n g e

I n t e r e s t  r a t e  on 
s a l e s N o t  l e s s  t h a n  

5%
N o t  l e s s  t h a n  
5% o r  a b o v e  
u s u r y  r a t e

N o  c h a n g e

D e f a u l t  o f  C o n t r a c t L e g a l  a c t i o n L e g a l  a n d  a d m i n i s­
t r a t i v e  r e m e d i e s

N o  c h a n g e

U n i f o r m  d e f i n i t i o n  of 
m a r k e t  v a l u e

V a r i e s  b y  
S e c t i o n

R e n d e r s  u n i f o r m  

Sec. 4, 5, 10 & 13
N o  c h a n g e

O p t i o n  to e x t e n d N o n e T h r e e  5 - y e a r  
e x t e n s i o n s  a t  l e s s e e  
o p t i o n

N o  c h a n g e

S c h o o l  la n d  m a x .  
l e a s e  p e r i o d 99 yr. 55 yrs. a n d  o p t i o n s N o  c h a n g e i

I n i t i a l  l e v e l  t e r m  
p e r i o d

5 y e a r s 5 y e a r s 25 y e a r s •

R e a p p r a i s a l  p e r i o d 5 y e a r s 5 y e a r s 10 y e a r s

R e n t a l  r a t e A p p r a i s a l A p p r a i s a l lCfe m a x . N o w  l e a s e  f o r m  
p r o v i d e s  f i r m  r a t e  

_____  for r>f



(6) D i f f e r  
f o r  di 
u s e s

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

P r o c e d u r e s  A c t

A p p e a l s  B o a r d  f o r  
l e a s e  d i s p u t e s

i

A p p r a i s a l  b y  M A I  b y  
e a c h  p a r t y  a n d  3 r d  t o  
s e t t l e  (Not a p p e a l  
p r o c e s s - r e q u i r e d  o n  
e a c h  lease)

R e c o m m e n d  
o f  b o a r d  z 
v i s i o n  of 
e r s  (n o t  b 
i n  c a s e  of 
o v e r  a p p r c  
o f  l a n d .

D u r a t i o n  o f  a p p r a i s a l 90 d a y s • 1 2 0  d a y s ............ N o  c h a n g e

P r i c e  o v e r  the 
c o u n t e r

N o  a p p r a i s a l  u n l e s s  

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

Q u a r t e r l y  r e v i e w  to  
d e t e r m i n e  c h a n g e

N o  c h a n g e

P u b l i c  N o t i c e A c t i o n  n o t  s o o n e r  
t h a n  30 d a y s  n o r  
m o r e  t h a n  8 w e e k s  
f r o m  n o t i c e

E x c e p t  f o r  a u c t i o n  
s a l e s ,  n o  d e a d l i n e  
f o r  f i n a l  a c t i o n  a f t e r  
n o t i c e

N o  c h a n g e

D e f a u l t  n o t i c e S i l e n t N o  c h a n g e W r i t t e n  n o t i c e  b y  
r e g i s t e r e d  m a i l  to 
l e s s e e  a n d  s e c u r i t y  

• h o l d e r

N e w  l e a s e  
p r o v i d e s  i

R e m e d y  of d e f a u l t  b y  
s e c u r i t y  h o l d e r

S i l e n t N o  c h a n g e H o l d e r  o f  s e c u r i t y  
i n t e r e s t  m a y  r e m e d y  
d e f a u l t  b y  p a y m e n t  
o r  p e r f o r m a n c e

N e w  l e a s e  
p r o v i d e s  2 
b y  securii 
h o l d e r
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M a x i m u m  i n c r e a s e  
@ r e a p p r a i s a l N o n e 1 0 0 % 5 0 %  b u t  n o t  t o

e x c e e d  1 0 %  o f  a p p r a i s e d
v a l u e

• C o n v e r s i o n  o f  e x i s t i n g  

l e a s e s

N o t  p o s s i b l e C o n v e r t  t o  n e w  f o r m  
@ m o s t  r e c e n t  a p p r a i s a l  
i f  w i t h i n  2 y e a r s .  
S u b j e c t  t o  t r u s t e e  a p ­
p r o v a l .  D i r e c t o r  m a y  

r e d u c e  r a t e  t o  n o t  l e s s  
t h a n  6% i n  c a s e  o f  
h a r d s h i p

R e d u c e  t o  r e n t a l  A m e n d  38 . 0 5 .

b a s e d  (c) t o  r e a d :
o n  l a s t  r e a p p r a i s a l  L e a s e s  m a y  b 
p r i o r  t o  J a n ,  1, 1 9 75. c o n v e r t e d  at 
E x t e n d  l e a s e  b y  a m o u n t  r e n t a l  e s t a b  
e q u a l  t o  a m o u n t  e x -  e d  b y  t h e i r  
p i r e d .  r e c e n t  r e a p p

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

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

a t  t h e  r a t e  e 
t a b l i s h e d  b y  
a p p r a i s a l  at  
t h e i r  n e x t  re 
l a r l y  s c h e d u l  
r e a p p r a i s a l s .

O t h e r  l e s s e e  b e n e f i t s N o n e A l l  p r o v i d e d  b y  A c t R a t e  o n l y N e w

(1)
(2)

(3)

(4)

(5)

f o r m  p r o v i d e  
F i x e d  r a t e  
P e r m i t t e d  us 
d e f i n e d  
E l i m i n a t i o n  
f l o a t i n g  cas 
m e n t
S p e c i f i c  con 

d a m n a t i o n  pr 
v i s i o n

Notification! 
M o r t g a g o r  an 

r e m e d y  the
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I n  1 9 7 6  t h e  D i v i s i o n  o f  L a n d s  r a i s e d  r e n t a l s  t o  w h a t  w a s  
c o n s i d e r e d  a n  o n e r o u s  l e v e l .  T h i s  l e v e l  is s u c h  t h a t  t h e r e  
is s e r i o u s  d o u b t  o f  t h e  p r a c t i b i l i t y  o f  c o n t i n u i n g  t h e  p r e s e n t  
u s e  o f  t h e  land.

B e c a u s e  o f  t h e  u n c e r t a i n i t y  o c c a s i o n e d  b y  t h e  a c t i o n s  of 
t h e  D i v i s i o n  o f  L a n d s ,  b o t h  c o m m e r c i a l  a n d  r e s i d e n t i a l  
d e v e l o p m e n t  o f  t h e  l e a s e s  b e c a m e  " n o n - b a n k a b l e "  i n  t e r m s  
o f  l o a n s  b e c a u s e  o f  n o  f e a s i b l e  u p p e r  l i m i t  o f  r e n t  c o u l d  
b e  d e t e r m i n e d .

T h e  p r o p o s e d  b i l l  c o r r e c t s  t h i s  s i t u a t i o n  by:

a. E x t e n d i n g  t h e  i n i t i a l  p e r i o d  t o  25 y e a r s  
t o  provicle . s t a b i l i t y i n  t h e  d e v e l o p m e n t  
s t a g e ,  a n d  p r o v i d i n g  f o r  t h r e e  a d d i t i o n a l  
r e a p p r a i s a l s  i n s t e a d  o f  a b o u t  e i g h t .

b. a l l o w s  t h e  m o r t a g o r  t o  a s s u m e  t h e  p a y m e n t s  
'in t h e  e v e n t  o f  a l a t e  p a y m e n t  o r  d e f a u l t

, b y  t h e  l e s s e e .

c. P r o t e c t s  t h e  s t a t e ' s  i n t e r e s t  b y  i n c r e a s i n g  
t h e  p r e c e n t  o f  t h e  r e n t a l  f e e  t o  10%. T h e  
o r i g i n a l  a p p r a i s a l  w i l l  h a v e  t o  b e  c o r r e c t l y  
d o n e .

d. R e s u l t s  i n  a d e f i n a b l e  u p p e r  l i m i t  o f  t h e  s u m
o f  the r e n t a l  p a y m e n t s  o v e r  t h e  l i f e  o f  t h e  l e s see. 
T h i s  a m o u n t  i n  9 1/2 t i m e s  t h e  o r i g i n a l  a p p r a i s a l .
F o r  e x a m p l e ,  f o r  e a c h  $ 1 , 0 0 0  o f  t h e  o r i g i n a l  a p p r a i s a l  
v a l u e ,  t h e  l e s s e e  w i l l  p a y  $ 9 , 5 0 0  i n  r e n t  o v e r  a 
55 y e a r  p e r i o d .

A  w o r d  on t h e  f i s c a l  n o t e  p r e p a r e d  b y  t h e  D i v i s i o n  o f  L a n d s
a n d  w h i c h  s t a t e s  t h a t  p a s s a g e  o f  t h e  B i l l  w i l l  r e s u l t  i n  a
" s u b s t a n t i a l  l e s s  i n  r e v e n u e " .  A t  b e s t ,  t h i s  is h a l f  
t r u t h ,  s i n c e  t h e  r e s u l t  is s u b j e c t  t o  m a n i p u l a t i o n .  U n d e r  
t h e  a r g u m e n t  g i v e n ,  i f  t h e  D i v i s i o n  s h o u l d  d e c i d e  t o  r a i s e  
t h e  r e n t a l s  t o  a n  e v e n  h i g h e r  r a t e ,  t h e  " s u b s t a n t i a l  l ess" 
w o u l d  b e  h i g h e r .  A c c u m u l a t i o n  o f  r e v e n u e  is n o t  t h e  c h i e f  
f u n c t i o n  o f  a s t a t e  a g e n c y .  . B a l a n c e d .d e v e l o p m e n t  is a 
v a l i d  f u n c t i o n .  T o  f o l l o w  the u n m o d i f i e d  p o l i c y  o f  the 
D i v i s i o n  o f  L a n d s  i n  t h i s  m a t t e r  is to  b e  c o u n t e r  p r o d u c t i v e .



T h e  m a j o r  c h a n g e s  w h i c h  t h «  c o m m i t S e e  - “ a s ^ i n s o f a ^ a s

3 S S  3 S d j ! S t ” e“ e S £ « >  t h e  l e a s e  d o c u m e n t ,  a n d  l i m a -  

t-ations o n  r e n t  i n c r e a s e s .  • L o o k i n g  a t  t h e  f i r s t  is s u e ,  t h e  
c o m m i t t e ' f o u n d  t h a t  l e a s e s  in t h e  p r i v a t e  m a r k e t  u s e  t h e  f r g u _  

o f  e i g h t  p e r c e n t  f o r  p r o p e r t i e s  l e a s e d  r e c e n t l y .  B u t  t h e  l e a s e s

\ im m i

d o  n o t  s a y  e i g h t  p e r c e n t  t o d a y  a n d  w h a t e v e r  t h e  g o i n g  r a t e  is 
i n  f i v e  y e a r s .  I n  o t h e r  w o r d s ,  a l t h o u g h  e i g h t  m a y  b e  t h e  m a r ­
k e t  t o d a y ,  a n d  t e n  c o u l d  b e  t h e  m a r k e t  t o m o r r o w ,  t h e  l e a s e  w o u l d  
s t i l l  c h a r g e  o n l y  e i g h t  p e r c e n t  f o r  t h e  e n t i r e  t e r m  o f  t h e  lease, 
T h i s  i s  a n  i m p o r t a n t  d i f f e r e n c e  f r o m  t h e  s t a t e  l e a s e  form, w h i c h  
a l l o w s  t h e  p e r c e n t a g e  to b e  v a r i e d  a t  e a c h  r e a p p r a i s a l  p e r i o d .  
T h e  c o m m i t t e e  c o u l d  f i n d  n o  e x a m p l e s  o f  l e a s e s  i n  the- p r i v a t e  
m a r k e t  w h i c h  u s e d  t h e  s t a t e s  s y s t e m .  H e n c e ,  t h e  c o m m i t t e e  
r e c o m m e n d a t i o n  i s  f o r  a f i x e d  p e r c e n t  i n  t h e  l e a s e  d o c u m e n t  
i t s e l f .

T o  p u t  it s i m p l y ,  t h e  c o m m i t t e e  w i l l  r e c o m m e n d  t h is: A l l
c u r r e n t  l e a s e h o l d e r s  w i l l  b e  g i v e  a  p e r i o d  o f  t i m e  t o  s w a p  
t h e i r  o l d  l e a s e s  f o r  t h e  n e w  o n e s .  As a c o n d i t i o n  o f  t h e  e x ­
c h a n g e ,  t h e  l e a s e h o l d e r s  w o u l d  h a v e  t h e i r  p r o p e r t i e s  r e a p p r a i s e d ,  
e x c e p t  f o r  l e a s e s  w h i c h  h a d  b e e n  r e a p p r a i s e d  w i t h i n  t h e  , a s t  
t w o  y e a r s .  T h e  p e r c e n t a g e  o f  t h e  a p p r a i s e d  v a l u e  o f  t h e  l e a s e  
w o u l d  b e  t h e  p e r c e n t  w h i c h  r e p r e s e n t e d  t h e  m a r k e t  at 
t h e  t i m e  t h e  l e a s e  w a s  e n t e r e d  i n to. F o r  e x a m p l e ,  a l e a s e  
e n t e r e d  i n t o  a r o u n d  1 9 6 5  m i g h t  h a v e  t h e  r e n t  r e a d j u s t e d  to 
s i x  p e r c e n t  o f  t h e  a p p r a i s e d  v a l u e  o f  t h e  l a n d ,  w h i l e  a l e a s e  
e n t e r e d  i n t o  i n  1 9 7 4  m i g h t  u s e  t h e  e i g h t  p e r c e n t  f i g u r e .
W h i c h e v e r  f i g u r e  w a s  u s e d  w o u l d  t h e n  b e  w r i t t e n  i n t o  t h e  
l e a s e .  A s  m e n t i o n e d  e a r l i e r ,  l e a s e s  w o u l d  h a v e  c e i l i n g s  o n  
p r o s p e c t i v e  r e n t  i n c r e a s e s  o f  n o  m o r e  t h a n  1 0 0  p e r c e n t  e v e r y  
f i v e  y e a r s  d u r i n g  t h e  l e a s e  term.

A  s u g g e s t i o n  w a s  m a d e  to g o  b a c k  to t h e  o r i g i n a l  b e g i n n i n g  
o f  e a c h  l e a s e  a n d  a p p l y  t h e  l i m i t s  f o r w a r d  to c u r r e n t  r e n t s ,  
b u t  t h i s  w a s  r e j e c t e d  b y  t h e  c o m m i t t e e .  F i r s t  o f  all, t h e r e  
w a s  n o  e v i d e n c e  t h a t  c u r r e n t  a p p r a i s e d  v a l u e s  *To u l d  c r e a t e  
u n f a i r  h a r d s h i p s ,  i f  t h e  f i x e d  p e r c e n t a g e s  a n d  c e i l i n g s  w e r e  
a p p l i e d  as  e x p l a i n e d  a b o v e .  Second,, a n d  m o r e  i m p o r t a n t ,  t h e  
c o m m i t t e e  f o u n d  p e r s u a s i v e  e v i d e n c e  t h a t  i t  w o u l d  b e  g r o s s l y  
u n f a i r  to t h e  s t a t e ' s  t a x p a y e r s  if  t h e  c e i l i n g s  w e r e  a p p l i e d  

r e t r o a c t i v e l y .

•SB 1 5 9  is s i m i l i a r  ito .the" A d ' H o >. C o m m i t t e e ’ s ' a p p r o a c h  .in ' ■ 
m a n y  w a y s ,  b u t  t h e r e  a r e  a f e w  a r e a s  t h a t  s h o u l d  b e  e x ­
a m i n e d .  T h e  b i l l  e s t a b l i s h e s  a f i g u r e  o f  8 p e r  c e n t ,  a s  the 
m a x i u m  r a t e  f o r  r e a d j u s t i n g  r e n t s .  F i r s t  o f  all, as  p r e ­
v i o u s l y  s t a t e d ,  t h e  t e r m s  o f  c o m m e r i c a l  a n d  i n d u s t r i a l  
l e a s e s  m i g h t  b e  s u b s t a n t i a l l y  d i f f e r e n t  t h a n  t h e  t e r n s  o f  
r e s i d e n t i a l  o r  a g r i c u l t u r a l  l e a s e s .  B u t  m o r e  i m p o r t a n t ,  b y  
u s i n g  a  f i g u r e  w h i c h  r e p r e s e n t s  t o d a y s  m a r k e t  o f  8 p e r  c e n t  
f o r  m o s t  c o m m e r c i a l  l e a s e s ,  t h e  a c t  w o u l d  l o c k  t h e  s t a t e  
i n t o  a n  i n f l e x a b l e  s y s t e m .  8 p e r  c e n t  m a y  b e  a l r i g h t  today, 
b u t  it m i g h t  b e  c o n s i d e r a b l y  o u t  o f  t o u c h  w i t h  m a r k e t  \ a l u e s  
i n  t h e  f u t u r e .  L i k e w i s e ,  a'llthough 8 p e r  c e n t  m a y  r e p r e s e n t  
a m a r k e t  f i g u r e  f o r  A n c h o r a g e  o r  F a i r b a n k s , o r  o t h e r  a r e a s  
o f  l o n g  t e r m  s u s t a i n e d  g r o w t h ,  t h e  s t a t e  m i g h t  b e  b e t t e r  o f f  
u s i n g  a f i g u r e  o f  1 0  to 1 4  p e r  c e n t  f o r  l e a s e s  i n  s o m e  a r e a  
u n d e r g o i n g  a s h o r t  t e r m  b o o m .  T h e  h i g h e r  r a t e  m i g h t  r e p r e s e n t  
t h e  m a r k e t  i n  a n  a r e a  t h a t  o f f e r s  a s h o r t  t e r m  e c o n o m i c  l i f e  
f o r  t h e  1 ease. U n d e r  t h e  C o m m i t t e e ' s  p r o p o s a l ,  t h e  r a t e  
w o u l d  b e  f i x e d  i n  t h e  l e a s e  f o r m  i t s e l f ,  a t  t h e  r a t e  t h e  
m a r k e t  w o u l d  b e a r  a t  t h e  t i m e  t h e  l e a s e  w a s  e n t e r e d  into.
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R e a l  E s t a t e  S e r v i c e s  C o r p o r a t i o n

Appraisers, Counselors, Investment Analysts
K E N N E T H  J A Y  G A I N ,  M . A . I . ,  S . R . P . A . ,  C . R . E . C .  S T A T E W I D E  S E R V I C E

P R E S I D E N T

- R A N K L I N  M .  K I N G ,  J R . .  M . A . I .

E X E C U T I V E  V I C E - P R E S I D E N T

G A R R E T T  W .  W A L D N E R ,  R . M . ,  S . R . A .

S E C R E T  A  R Y - T R E A S U R E R

April 8, 1977

Senator Joseph Orsini 

Alaska State Senate 

Pouch V

Juneau, Alaska 99811

RE: Committee Substitute for Senate bill //159

Dear Senator Orsini:

I have reviewed a copy of the above- referenced bill which you sent to me. 

Basically, I consider it an improvement over the present leasing policy.

It would appear that it will be earlier to finance improvements on leases 

due to the fact that rents will be fixed with 10-year periods and that 

there will be less likelihood for small businessmen and homeowners leasing 

State land to be forced to abandrn or sell their leases because of the 

ravages cf inflation. Likewise, during periods in which cumulative inflation 

is less than 70% during any 10-} ear period, the State wLll be able to adjust 

the rents to Fair Market Values at the end of each lease period.

However, because of the longer periods between rental adjustments and the 

fact that maximum rental adjustments are provided for, in periods in which 

there is rapid inflation or rapid increases in land value, a Lessee could 

accumulate a sizeable leasehold interest which could be sold at a sub­
stantial profit. Since I air. certain that it is your desire to ma k e  State 

land readily available to t’.te citizens of the State of Alaska, but not 

allow them to speculate at the expense of other taxpayers, I would suggest 

that.the following change be made to the bill: "in the event that a leaseholder 

sells or assigns his lease to another party, a re-determination of the annual 

rental shall be made pursuant to Paragraph 4K and the purchaser or assignee 

shall be obligated to pa;' that rental until the next rental adjustment period."

I feel this amendment will allow the Lessee to have the advantages and p r o­

tection provided for in this bill without allowing him to receive a windfall 

profit at the expense of the State and its other taxpayers.

In sub-paragraph J, where the term M AI Appraiser is used, a more proper 

definition would be " m i appraiser who is a member of the American Ins'itute 

of Real Estate Appraisers holding the MAI designation" Since there are now 

a number of Alaskan .-.ppraiscrs who have the MAT designation, it might be 

advisable to require that, in addition to holding the MAI designation, the 

appraiser also be a resident of and doing business in the State of Alaska.

5 0 7  W .  N O R T H E R N  L I G H T S  B L V D .  
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It is m y  opinion that resident appraisers will be able to do a better 

appraisal at less cost. If this provision is not included in the bill, 

in some cases, Lessees may bring in non-resident appraisers (I am 

assuming that the State will uphold it's philosophy of local hire) who, 

because of their lack of familiarity with Alaskan conditions, will require 

a greater time to complete an accurate appraisal. Since the State will 
be paying half of the cost of such appraisals, I see no justification for 
the taxpayers of Alaska to pay the cost of travel and lodging for n o n­

residents, plus the additional fee that will be required for a non-resident 

to familiarize himself wit h  Alaskan conditions.

While I am sure that no bill can be written that wil l  be 100% satisfactory 

to everyone, I feel that wit h  the above-referenced changes, this bill will 

be a marked improvement over the present law. If I can provide you with 

any additional information, please feel free to call on me.

KJG/kaj

Real Estate Services Corporation
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S t a t e  of  A l a s k a  
S t a t e  L e g i s l a t u r e  
J u n e a u ,  A K  9 9 8 0 1

A t t e n t i o n :  F i n a n c e  C o m m i t t e e

Re: S e n a t e  B i l l  No. 159

G e n t l e m e n :

W h y  d o e s  t h e  l e g i s l a t u r e  w a n t  to m a k e  S t a t e  l e a s e h o l d e r s  a 
f a v o r e d  c l a s s  of c i t i z e n s ?  S t a t e  l a n d s  s h o u l d  be m a n a g e d  
f o r  the b e n e f i t  of a l l  t a x p a y e r s .

I f  y o u  a d o p t  a t e n  y e a r  i n i t i a l  p e r i o d  a n d  l i m i t  r e n t  i n c r e a s e s  
• to  50 p e r c e n t ,  y o u  a r e  l o c k i n g  the S t a t e  i n t o  a d i s a d v a n t a g e o u s  

p o s i t i o n .

A s s u m e  t h a t  l a n d  v a l u e s  go  up o n l y  ten p e r c e n t  p e r  year.
T h i s  is m u c h  l e s s  t h a n  v a l u e s  h a v e  t y p i c a l l y  i n c r e a s e d  
d u r i n g  t h e  l a s t  t e n  y e a r s  in a l l  a r e a s  o f  A l a s k a .

A s s u m i n g  the v a l u e  at the b e g i n n i n g  is $ 1 . 0 0  p e r  s q u a r e  foot, 
t h e n  i n c r e a s e s  a r e  c o m p o u n d e d  as f o l l o w s :

Y e a r  1 - $1. 00 p e r  s q u a r e f o o t
ii 2 - 1. 00 x 1.10 = $ 1 . 1 0
ii 3 - l'.io x 1.10 z 1. 21
it 4 - 1. 21 x 1.10 z 1. 33
tt 5 - 1. 33 x 1. 1 0 z 1. 4 6
ii 6 - 1.46 x 1. 1 0 = 1. 61
ti 7 - 1.61 x 1.10 z 1.77
n 8 - 1. 77 x 1.10 z 1.95
ii 9 - 1.95 x 1.10 z 2.14
ti 10 - 2.14 x 1. 1 0 z 2. 36

R e v i e w  Y r . l l - 2.36 x 1.10 z 2. 59

H o w e v e r ,  r e n t  c o u l d  o n l y  be i n c r e a s e d  to $ 1 . 5 0  p e r  s q u a r e  
foot. T h e  l e s s e e  h a s  a l e a s e h o l d  i n t e r e s t  o f  $ 1 . 0 9  p e r  
s q u a r e  foot. A s s u m i n g  l a n d  v a l u e s  c o n t i n u e  to i n c r e a s e  at 
t e n  p e r c e n t  p e r  year, the v a l u e  at y e a r  16, w h e n  the n e x t  
r e v i e w  t a k e s  pl a c e ,  is as f o l l o w s .
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Y e a r  11 - $2. 59
ti 12 - 2.59 x 1.10 = $ 2 . 8 5
" 13 - 2.8 5 x 1.10 = 3.14
« m - 3.14 x 1. 1 0  = 3.45
" 15 - 3.45 x 1.10 = 3.80

R e v i e w  " 16 - 3.80 x 1. 1 0  = 4.18

H o w e v e r ,  the r e n t c a n o n l y  be r a i s e d  to $ 2 .25
f o o t  ($1.50 + .75). T h e  l e a s e h o l d  i n t e r e s t  h a s  i n c r e a s e d  to 
$ 1 . 9 3  p e r  s q u a r e  foot.

F o r  s u c c e e d i n g  y e a r s ,  the l e a s e h o l d  i n t e r e s t  i n c r e a s e  is as 
f o l l o w s :

Y e a r  V a l u e Re n t L e a s e h o l d  I n t e r e s t

21 $ 6.73 $ 3.38 $ 3.35
26 1 0 . 8 3 5. 06 5. 77
31 1 7 . 4 5 7. 59 9. 86
36 2 8 . 1 0 1 1 . 3 9 16. 71
41 45. 26 17 . 09 2 8.17
46 7 2 . 8 9 25.63 47. 26
51 1 1 7 . 3 9 38.44 78. 95
55 L e a s e  E n d s

T h e  o n l y w a y  t h a t  the t a x p a y e r  w i l l  get a f a i r  r e t u r n  o n  hi
l a n d s  is if t h e  r e n t  r e v i e w s a r e  b a s e d o n  F a i r  M a r k e t  V a l u e
o r  F a i r  M a r k e t  R e n t a l  w i t h o u t  a l i m i t a t i o n  o n  r e n t  i n c r e a s e .

S i n c e r e l y ,

P

P a u l  P. D i r k s e n ,  S . R . P . A . ,  R.M. 

PPD/sin
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25 M a r c h  1977

TO: Sen. O r s i n i

F ROM: M a r y  S l e m m o n s  for 
Rep. C o w p e r  
H o u s e  F i n a n c e

T h i s  is the b a c k - u p  m a t e r i a l  o n  SB 159 t h a t  

r e f e r r e d  to on  the phone. I h a v e  g i v e n  y o u  

the o r i g i n a l s  and h o p e  t h a t  y o u  w i l l  r e t u r n  

o r  a c o p y  of it in the e v e n t  t h a t  it p a s s e s  

t he Senate.



T E S T I M O N Y  O N  S E N A T E  B I L L  # 1 5 9  

B y  J o e  W i l h o u r

L a d i e s  a n d  G e n t l e m e n :

F i r s t ,  I w o u l d  l i k e  t o  t h a n k  y o u  f o r  y o u r  t i m e  a n d  e f f o r t s  i n  
c o n s i d e r a t i o n  o f  o u r  " h e a d a c h e " ;  a n d  s e c o n d ,  I w o u l d  l i k e  t o  r e q u e s t  

you* " h a n g  i n  t h e r e "  —  w e ' r e  i m p r o v e d ,  b u t  n o t  c u r e d .

O n  m y  l o t  7 - A ,  B l o c k  2, A l a s k a  I n d u s t r i a l  S u b d i v i s i o n ,  t h e  p r o p o s e d  

l e a s e  p a y m e n t s  o f  B i l l  1 5 9  w o u l d  t o t a l  o v e r  t h r e e  m i l l i o n  d o l l a r s .  

T h a t ' s  4 5  t i m e s  t h e  1 9 7 5  v a l u a t i o n ,  o r  a p p r o x i m a t e l y  6 0 0  t i m e s  t h e  

a p p r a i s e d  v a l u e  w h e n  f i r s t  l e a s e d  i n  1 9 5 8 .

I c o n t e n d  t h a t  t h i s  i s  n o t  a  f a i r  l e a s e .  N o t  t o  m e ,  n e t  t o  f u t u r e  

l e a s e h o l d e r s ,  a n d  n o t  t o  t h e  S t a t e  o f  A l a s k a .  I t  w i l l  n o t  e n c o u r a g e  

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

u n t o  o t h e r s  a s  t h e  S t a t e  o f  A l a s k a  h a s  d o n e  u n t o  t h e m ;  i n c r e a s e  o u r  

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

e x t e n t  t h e y  a r e  n o t  c o m p e t i t i v e ,  t h e r e b y  f o r c i n g  u s  o u t  o f  b u s i n e s s  

a n d  t o  a b a n d o n  o u r  S t a t e  l e a s e s .  W i t h i n  1 0  t o  15 y e a r s ,  S e c t i o n  16 

c o u l d  e a s i l y  b e  m i s t a k e n  f o r  a s l u m  a r e a .

I b u i l t  a 1 2 , 5 0 0  f o o t  w a r e h o u s e  f o r  o v e r  $ 2 0 0 , 0 0 0 . 0 0 ,  a n d  h a v e  i t  

l e a s e d  t o  M a m m o t h  T r u c k i n g  f o r  3 5  c e n t s  p e r  f o o t ,  w h i c h  i s  a f a i r  

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

$ 5 2 , 5 0 0 . 0 0 .  W i t h  a n n u a l  e x p e n s e s  a s  f o l l o w s :

T h i s  p r o d u c e s  a n e t  p r o f i t ,  b e f o r e  t a x e s ,  d e p r e c i a t i o n ,  i n f l a t i o n ,  

v a c a n c i e s ,  e t c .  o f  $ 1 1 , 5 7 3 . 6 3 .  S e n a t e  B i l l  # 1 5 9  w o u l d  a l l o w  m e  t o  

h o l d  t h e  p r o p e r t y  f o r  a p p r o x i m a t e l y  1 0  y e a r s ,  w h i c h  w o u l d  r e l i e v e  

m y  p r e s e n t  s i t u a t i o n  a n d  a l l o w  t h e  l e a s e h o l d e r s  t i m e  t o  s e e k  a d d i t i o n a l  

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

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

L o o k  a t  t h e  s t a t i s t i c s :

B a n k  p a y m e n t s  

U t i l i t i e s  
T a x e s ,  I n s u r a n c e  

M a i n t e n a n c e ,  M i s c  

L a n d  L e a s e  

T o t a l :

$ 2 1 , 0 0 0 . 0 0
4 , 2 7 4 . 5 9  
6 , 3 1 1 . 1 4  

5 , 4 0 0 . 6 4  

3 , 9 4 0 . 0 0
$40;'926737



E F F E C T  OF S E N A T E  B I L L  #159 O N  M Y  PROPERTY L O C A T E D  B L O C K  3, L O T  7A, AL A S K A  
I N D U S T R I A L  S U B D I V I S I O N .  LOT S I Z E  A P P R O X I M A T E L Y  6 4 , COO SO. FT. A P P R A I S E D  

A T  5 6 5 , 6 4 0 . 0 0  T O  BE R E A P P R A I S E D  1978.

% INC % ORIG N E W  APPRA ISED  L E A S E  A C C U M U L A T E D  CO S T

A L A S K A  I N D U S T R I A L  S U B D I V I S I O N  L E A S E H O L D E R S  A S S O C I A T I O N

T E R M  T E R M V A L U E V A L U E P A Y M E N T S T O  L E A S E E

1- 1 0 0% 100% $ 6 5 , 6 4 0 . 0 0 $ 5 2 , 5 1 2 . 0 0 $ 5 2 , 5 1 2 . 0 0

1 0 - 1 5 50% 150% 9 8 , 4 6 0 . 0 0 3 9 , 3 8 4 . 0 0 9 1 , 8 9 6 . 0 0

1 5 - 2 0 50% 2 25% 147 ,690.00 5 9 , 0 7 6 . 0 0
a

1 5 0 , 9 7 2 . 0 0

20-25 50% 3 37. 5%. 2 2 1 , 5 3 5 . 0 0 8 8 , 6 1 4 . 0 0 239,-586.00

25-30 50% 5 0 6 . 2 5 % 3 3 2 , 3 0 2 . 0 0 1 3 2 , 9 2 0 . 8 0 3 7 2 , 5 0 6 . 8 0

30-35 50% 7 5 9 . 3 8 % 4 9 8 , 4 5 4 . 0 0 1 9 9 , 3 8 1 . 6 0 5 7 1 , 8 8 8 . 4 0

35-40 50% 1 , 1 3 9 . 0 7 % 7 4 7 , 6 8 6 . 0 0 2 9 9 . 0 7 4 . 4 0 8 7 0 , 9 6 2 . 8 0

40-45 50% 1 , 7 0 8 . 6 1 % ' 1 , 1 2 1 , 5 3 1 . 0 0 4 4 8 , 6 1 2 . 6 4 1 , 3 1 9 , 5 7 5 . 4 4

45-50 50% 2 , 5 6 2 . 9 2 % 1 , 6 8 2 , 3 0 1 . 0 0 6 7 2 , 0 2 0 . 2 8 1 , 9 9 2 , 4 9 5 . 7 2

50-55 50% 3 , 8 4 4 . 3 8 % 2 , 5 2 3 , 4 5 1 . 0 0 1 ,009 , 380. 40 3 , 0 0 1 , 8 7 6 . 1 2

1. A b o v e is M I N I M U M

2. R ates are co m o o u n d o d

3. W h e n le ase fini s h e d , Leasee will have p a i d  4 5 .73 tines v a l u e

(3, 0 0 1 , 8 7 6  v 65,640)



W h a t  a m o u n t  w o u l d  I, or  a n y o n e ,  h a v e  to  i n v e s t  to m a k e  t h i s  l a n d  
s u p p o r t  a S t a t e  l e a s e  u n d e r  S B # 1 5 9 ?  A n d  w h e r e  a n d  h o w  c o u l d  i t  be 
f i n a n c e d ?

R e g a r d l e s s  of  the f o r m u l a  u s e d ,  as I sa i d  b e f o r e ,  w h e t h e r  it b e  a 
p e r c e n t a g e  o f  the r e a p p r a i s e d  v a l u e  e v e r y  f i v e  y e a r s ,  a c o m p a r i s o n  
t o  p r i v a t e  l e a s e s ,  t h e  n u m b e r  of q u i l l s  on  a p o r c u p i n e  d i v i d e d  „>y 
pi, or t h e  n u m b e r  of m o o s e  in t h e  M a t - S u  V a l l e y  t i m e s  the s q u a r e  
r o o t ,  if t h e  t o t a l  m o n e t a r y  f i g u r e  e x c e e d s  s i x  t i m e s  t h e  a p p r a i s e d  
v a l u e  o f  t h e  la n d  at the time o f  lease, it w i l l  n o t  be  a f a i r  r e n t a l  
t h a t  w i l l  e n h a n c e  d e v e l o p m e n t  a n d  be  a c c e p t a b l e  to f u t u r e  l easees.

*
T h i s  is b u t  o n e  e x a m p l e  of m a n y ,  so a g a i n  I r e q u e s t  y o u r  c o o p e r a t i o n .  
Put y o u r  f e e t  in m y  b o o t s  and w a l k  a m ile, a n d  I ' m  c o n f i d e n t  w e  c a n  
p a s s  a b e t t e r  law t h a t  w i l l  be f a i r  to p r e s e n t  l e a s e h o l d e r s ,  m o r e  
d e s i r a b l e  to all f u t u r e  l e a s e h o l d e r s  and n o n - l e a s e h o l d e r s ,  and 
b e n e f i c i a l  t o  o u r  S t a t e  G o v e r n m e n t  b o t h  now, and i n  t h e  future.



THE FIRST NATIONAL BANK OF ANCHORAGE

February 22, 1°77

M r s .  K a y  P o l a n d  
R e s o u r c e  & F i n a n c e  
L e g i s l a t u r e  o f  A l a s k a  
J u n e a u ,  A l a s k a

D e a r  M r s .  P o l a n d :

T h i s  c o n c e r n s  o u r  b a n k ' s  a t t i t u d e  i n  p r o v i d i n g  f u n d s  f o r  t h e  
p u r p o s e  o f  f i n a n c i n g  l e a s e h o l d  i m p r o v e m e n t s  o n  l a n d  l e a s e d  f r o m  t h e  
S t a t e  o f  A l a s k a .

O u r  l o a n s  o n  i m p r o v e d  r e a l  e s t a t e  a r e  g o v e r n e d  b y  c e r t a i n  
r e g u l a t i o n s  m a d e  b y  t h e  C o m p t r o l l e r  o f  t h e  C u r r e n c y ,  U n i t e d  S t a t e s  
T r e a s u r y  D e p a r t m e n t .  A n y  l e a s e h o l d ,  a g a i n s t  w h i c h  w e  a r e  l e n d i n g  
m o n e y ,  m u s t  h a v e  a  f i r m  l e a s e  e x t e n d i n g  a t  l e a s t  t e n  (10' >  y e a r s  
b e y o n d  t h e  t e r m  o f  o u r  l o a n .  I n  c a l c u l a t i n g  t h e  a m o u n t  o f  t h e  l o a n  
a g a i n s t  a  l e a s e h o l d ,  w e  m u s t  p r o j e c t  t h e  e x p e n s e s  i n c i d e n t  t o  t h e  
o p e r a t i o n  o f  t h e  p r o p e r t y .  T h i s  i n c l u d e s  l e a s e  p a y m e n t s  t h a t  a r e  
s u b j e c t  t o  i n c r e a s e s  o f  a n  u n k n o w n  a m o u n t .  W e  a r e  u n d e r s t a n d a b l y  
r e l u c t a n t  t o  m a k e  s u c h  l o a n s .

O u r  b a n k ' s  p o l i c y  i s  t o  l o a n  a g a i n  ’ e a s e h o l d s  f o r  a  t e r m  i n  
w h i c h  w e  a r e  a s s u r e d  o f  a  r e a s o n a b l e  f i > . . .  p a y m e n t .  W e  w i l l  n o t  m a k e  
l o a n s  w h e n  w e  a r e  r i o t  a b l e  t o  a c c u r a t e l y  f o r e c a s t  t h e  l e a s e  p a y m e n t s  
d u r i n g  t h e  t e r m  o f  o u r  l o a n .

S  i n e e r e l y ,

V i c e  P r e s i d e n t

DCF/er



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

I n  s u p p o r t  o f  t h e  6 %  a n n u a l  r e n t a l  r a t e ,  I w o u l d  l i k e  t o  r e q u e s t  y o u  

r e - r e a d  t h e  H e a r i n g  P a n e l  P r o p o s e d  D e c i s i o n  a n d  R e c o m m e n d a t i o n ? ,  p a g e  

1 2 ,  1|4, w h i c h  q u i t e  c l e a r l y  d e f i n e s  o u r  p o s i t i o n .

T h e  t o t a l  l e a s e  r e n t a l  f o r  t h e  5 5  y e a r  p e r i o d  p r o p o s e d  i n  o u r  b i l l  
w o u l d  a m o u n t  t o  $ 3 7 9 , 4 1 1 . 0 0 .  T h i s  i s  5 . 7 8  t i m e s  t h e  1 9 7 5  a p p r a i s e d  

v a l u e ,  o r  7 5 . 8 8  t i m e s  t h e  1 9 5 8  a p p r a i s e d  v a l u e .  U n d e r  S B # 1 5 9 ,  t h e  

t o t a l  l e a s e  r e n t a l  f o r  t h e  55 y r .  p e r i o d  w o u l d  a m o u n t  t o  o v e r  

t h r e e  m i l l i o n  d o l l a r s .  T h i s  i s  4 5  t i m e s  t h e  1 9 7 5  a p p r a i s e d  v a l u e ,

' o r  a p p r o x i m a t e l y  6 0 0  t i m e s  t h e  1 9 5 8  a p p r a i s e d  v a l u e .

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

t o  a l l  c o n c e r n e d ;  a n  e x c e l l e n t  r e t u r n  t o  t h e  S t a t e ,  a f a i r  s e t t l e m e n t  

t o  t h e  e x i s t i n g  S t a t e  l e a s e h o l d e r s ,  a  f a i r  o p p o r t u n i t y  f o r  f u t u r e  

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

d e v e l o p m e n t  a n d  b a n k  f i n a n c i n g .  W h e r e a s  S B # 1 5 9  i s  n o t  b e n e f i c i a l  t o  

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

l e a s e h o l d e r s  w i t h  e x i s t i n g  i m p r o v e m e n t s ,  f r o m  1 0  t o  m a y b e  1 5  y e a r s  

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

t o  f u t u r e  l e a s e * . " > l d e r s , i t  w i l l  n o t  e n c o u r a g e  d e v e l o p m e n t ,  a n d  i t  is 

n o t  a c c e p t a b l e  t o  t h e  b a n k s  f o r  f i n a n c i n g .

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

a d d e d  t o  S B # 1 5 9 ,  a s  r e c o m m e n d e d  b y  t h e  H e a r i n g  P a n e l  o n  p a g e  1 9 ,  1[5 

o f  t h e i r  r e p o r t .

J o e  W i l h o u r



E F F E C T  O F  A L A S K A  L E A S E H O L D E R S  A S S O C I A T I O N  P R O P O S E D  B I L L  O N  M Y  P R O P E R T Y  

L O C A T E D  B L O C K  3, L O T  7 A ,  A L A S K A  I N D U S T R I A L  S U B D I V I S I O N .  L O T  
A P P R O X I M A T E L Y  6 4 , 0 0 0  S . .  F T .  A P P R A I S E D  A T  5 6 5 , 6 4 0 . 0 0  i O  B E  R..A- P R A I  E D
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T E R M  '

% I N C  

T E R M

% O R I G  

V A L U E

1 - 2 5 o.% 1 0 0 %

2 5 - 3 5 5 0 % 1 5 0 %

3 5 - 4 5 5 0 % 2 2 5 %

4 5 - 5 5 50 % 3 3 7 . 5 %

N E W  A P P R A I S E D  

V A L U E ____________

$ 6 5 , 6 4 0 . 0 0

9 8 , 6 6 0 . 0 0

1 4 7 , 9 9 0 . 0 0

221.. 5 3 5 .  00

TiF.ASE

P A Y M E N T S

? 1 9 , 7 0 0 .

5 9 , 1 9 6 .

8 8 , 7 9 4 .

1 3 2 , 9 2 1 .

A C C U M U L A T E D  C O S T  

T O  L E A  S E E  _

$ 9 8 , 5 0 0 . 0 0

1 5 7 . 6 9 6 . 0 0

2 4 6 . 4 9 0 . 0 0  

3 7 9  ,411.-00

1. A b o v e  is M A X I M U M

2. R a t e s  a r e  c o m p o u n d e d

3. W h e n  l e a s e  f i n i s h e d ,  l e a s e e  w i l l  h a v e  p a i d  5 . 7 8  t i m e s  v a l u e  

( 3 7 9 , 4 1 1  + 6 5 , 6 4 0 )
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T h e  f o l l o w i n g  c o m m e n t s ,  i p i n i o n s ,  a n d  r e c o m m e n d a t i o n s  r e g a r d i n g  

S t a t e  l a n d  l e a s i n g  a r e  o f f e r e d  t o  f u r t h e r  a c q u a i n t  y o u  w i t h  t h e  

b i l l  w e  a r e  s u b m i t t i n g  t h i s  s e s s i o n .

I f i r s t  l e a s e d  p r o p e r t y  i n  S e c t i o n  1 6  i n  1 9 5 8  i n  a n  a d v e r t i s e d  

c o m p e t i t i v e  b i d  s a l e .  M r .  C h i p p e r f i e l d , T e r r i t o r i a l  D i r e c t o r  o f  

L a n d s  a t  t h e  t i m e ,  t o l d  t h e  g r o u p  t h a t  w e  w o u l d  p a y  n o  t a x e s  o n  
the. l a n d  b e c a u s e  w e  d i d n ' t  o w n  it. T h i s  i s  n o t  t r u e  - t h e  c i t y  

o f  A n c h o r a g e  c a m e  u p  w i t h  w h a t  t h e y  c a l l  l e a s e - h o l d - i n t e r e s t , arid 

w e  h a v e  p a i d  t a x e s  e v e r y  y e a r .  A l s o ,  w e  w e r e  t o l d  t h a t  o v e r  t h e  

5 5  y e a r  p e r i o d  w e  w o u l d  b e  p a y i n g  m o r e  t h a n  t h e  l a n d  c o u l d  s e l l  

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

M a n y  o f  t h e  p r e s e n t  l e a s e h o l d e r s  a c q u i r e d  t h e i r  l a n d  a t  t h e  

o r i g i n a l  s a l e  a n d  w e r e  t o l d  t h a t  t h e  S t a t e  w a n t e d  t o  d e v e l o p  a 

t a x  b a s e ,  a n d  d e v e l o p  t h e  l a n d .

I w a s  i n  m y  t h i r t i e s  i n  1 9 5 8 ,  s o  a 55 y e a r  l e a s e  r e p r e s e n t e d  m y  

.life s p a n .  E i t h e r  t h r o u g h  s t u p i d i t y  o r  u n w a r r a n t e d  f a i t h  i n  t h e  

i n t e g r i t y  o f  t h e  S t a t e ,  I h a v e  s p e n t  m o s t  o f  m y ,  a n d  m y  w i f e s ,  

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

g r o w i n g  f a m i l y ,  o n  t h e  d e v e l o p m e n t  o f  t h e s e  l e a s e s .  A  l o t  o f  t h i s  

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

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

I n o w  l e a s e  t h e s e  i m p r o v e m e n t s  b a c k  f r o m  t h e  S t a t e .

U n t i l  r e c e n t l y  t h e  S t a t e  h a s  a d j u s t e d  o u r  r e n t  e v e r y  f i v e  y e a r s  

f r o m  a p p r o x i m a t e l y  4 0  t o  1 0 0  p e r c e n t ,  w h i c h  i s  h i g h ,  b u t  w o r k a b l e .  
N o w  t h a t  t h e  l a n d  h a s  b e e n  d e v e l o p e d  a n d  p u t  t o  g o o d  u s e ,  f o r m i n g  

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

e m p l o y m e n t  f o r  o v e r  a t h o u s a n d  p e o p l e ,  t h e  S t a t e  h a s  a d j u s t e d  o u r  
r e n t  8 5 0  p e r c e n t  t o  o v e r  1 0 0 0  p e r c e n t .

A r e  w e  r e v e r t i n g  b a c k  t o  a f e u d a l  s y s t e m ?  O r  S t a t e  L a n d  B a r o n

v s  s h a r e c r o p p e r  l e a s e e s ?  O r  a  c o n - g a m e ?  O n e  w o n d e r s ,  b u t  w i t h

l e a s e  p a y m e n t s  s o  h i g h  i t ' s  t h e  e q u i v a l e n t  o f  t h e  S t a t e  c o n d o n i n g

t h e  l a n d !  T h r o u g h  t h e i r  r e a p p r a i s a l ,  t h e  S t a t e  h a s ,  in e f f e c t ,  

c o n d e m e d  t h e  l e a s e s .

U n d e r  t h e  c u r r e n t  p o l i c y  t h e  S t a t e  h a s  t u r n e d  a 55 y e a r  l e a s e  i n t o  

a 5 y e a r  l e < s e .  T h i s  y e a r  t h e r e  h a s  b e e n  .less d e v e l o p m e n t  in 

S e c t i o n  16 t h a n  i n  a n y  o t h e r  p a r t  o f  t o w n .  I t  i s  i m p o s s i b l e  f o r  

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

S e e  p a p e r  froiu t h e  F i r s t  N a t i o n a l  B a n k  o f  A n c h o r a g e  a t t a c h e d .  O n e

q u e s t i o n s  w h e t h e r  i t  is a d v i s a b l e  t o  r e p a i r  a l e a k y  r o o f .

M y  p o s i t i o n  is i m p o s s i b l e .  M v  a n n u a l  r e n t  i n c r e a s e d  f r o m  $ 3 , 9 4 0 . 0 0  

t o  $ 3 2 , 8 0 0 . 0 0 .  1 c a n n o t  i n c r e a s e  m y  i n v e s t m e n t  b e c a u s e  t h e

f i n a n c i n g  h a s  b e e n  m a d e  i m p o s s i b l e .  I c a n n o t  r a i s e  m y  t e n a n t s  
r e n t  a n d  c o m p e t e  w i t h  f e e - s i m p l e  l a n d  r e n t s .  T o  r a i s e  m v  r e n t s  

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

m a k i n g  l e a s e  p a y m e n t s  i f  a n d  w h e n  t h e  S t a t e  d o e s  c o m e  u p  w i t h  a

f a i r  r e n t a l .  A n d  I c a n n o t  a f f o r d  t o  j u s t  w a l k  a w a y  f r o m  m y  2 0  y e a r s

i n v e s t m e n t  o f  t i m e  a n d  m o n e y ,  w i t h  o n l y  p a r t  o f  t h e  m o n e y  r e p a i d  t o  
t h e  b a n k .
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A t  t h e  1975 r a t e  o f  $ 3 9 4 0 . 0 0  n e r  year, I w o u l d  p a y  the State, for 
m y  l e s s  t h a n  2 ac r e s ,  a l e a s e  r e n t a l  for m y  r e m a i n i n g  37 years, 
$ 1 4 5 , 7 8 0 . 0 0  - n e a r l y  15 t i m e s  t h e  o r i g i n a l  a p p r a i s e d  va l u e ,  plus 
w h a t ' s  a l r e a d y  b e e n  p a i d  t h e  p a s t  18 years.

A t  t h e  c u r r e n t  r a t e  of $ 2 , 8 0 0 . 0 0  p e r  year, and w i t h  n o  a d d i t i o n a l  
r e a p p r a i s a l s  b u t  p r e c a r i o u s l y  a s s u m i n q  I c o u l d  ho l d  o n t o  the p r o p e r t y ,  
I w o u l d  p a y  t h e  S t a t e  for m y  le s s  t h a n  2 acres, a l ease r e n t a l  for 
m y  r e m a i n i n g  37 y e a r s ,  $ 1 , 2 1 3 , 6 0 0 . 0 0 ,  p l u s  w h a t ' s  a l r e a d y  b e e n  p a i d  
the p a s t  18 yea r s .

If t h e  S t a t e  r a i s e s  m y  re n t  the s a m e  850 p e r c e n t  e v e r y  5 years, I 
w o u l d  p a y  the S t a t e  a l e a s e  re n t a l  o f  m v  loss th a n  2 acres, for 
iuy r e m a i n i n g  37 y e a r s ,  $272, 1.51,090,464.00, p l u s  w h a t ' s  a l r e a d y  
b e e n  p a i d  the p a s t  18 years. F a n t a s t i c ;

It a p p e a r s  the S t a t e  n o t  o n l y  w a n t s  t h e i r  land hack, b u t  a l s o  m y  
i m p r o v e m e n t s !  W h o  p a y s  the b a n k ?  W h a t  a m o u n t  w o u l d  I h a v e  to i n v e s t  
to m a k e  it s u p p o r t  a S t a t e  le a s e ?  Few, if a n y  of us, w o u l d  not 
g i v e  up o u r  l e a s e s  if w e  c o u l d  r e c o v e r  o u r  i n v e s t m e n t s .

In c o m p a r i s o n  to the F i s h i n g  l a n d  l e a s e s ,  the l e ase for s e t - n e t  
f i shing, not to e x c e e d  .10 y e a r s ,  q u o t e ,  "The D i r e c t o r  s h a l l  e s t a b l i s h  
a r e a s o n a b l e  r e n t a l  for the lease, e q u a l  to the A d m i n i s t r a t i o n  c o s t s  
i n v o l v e d  in p r o c e s s i n g  the l e a s e h o l d  a p p l i c a t i o n . "  T h e s e  leases, 
h o w e v e r ,  m a y  p r o d u c e  l a r g e  p r o f i t s  for the le a s e e  w i t h  small, 
c o m p a r a b l e  i n v e s t m e n t ,  a n d  co s t  less than $ 5 0 . 0 0  a year.

In c o m p a r i s o n  of i n d i v i d u a l  t r a c t s  of land, B o b  P e n n e y  and the 
T e a m s t e r s  U n i o n  a r e  l e a s i n g  l a r g e r  tracts, of g r e a t e r  value, for 
p e n n i e s  w h e r e  m a n y  a r e  p a y i n q  d o l l a r s .  Mr. P e n n o v  a v e r a q e s  a b o u t  
$ 7 5 0 . 0 0  p e r  acre. T h e  T e a m s t e r s  U n i o n  a v e r a g e s  a b o u t  $ 3 , 5 0 0 . 0 0  
per a c r e  - w i t h  no r e a p p r a i s a l .  My l e a s e  a v e r a g e s  of $ 1 9 , 0 0 0 . 0 0  
per acre! Tf T, .and m y  b a n ker, had c h o s e n  to be d i s h o n e s t  we c o u l d  
h a v e  a r r a n g e d  a s i m i l i a r  s i t u a t i o n ,  but that is not j u s t i f i c a t i o n  
for b i a s  on the S t a t e s  behalf.

In c o m p a r i s o n  to h o u s i n g ,  the S t a t e  has p a s s e d  a lav; of rent c o n t r o l  
w h e r e b y  the l o a u o r  m u s t  j u s t i f y  any h o u s i n g  rent incre a s e .  No law 
e x i s t s  for S t a t e  l e a s e h o l d e r s  and r e n t s  may bo u n j u s t l y  raised. N o  
law s t a t e s  we  c a n n o t  just p a s s  this i n c r e a s e  on to o u r  tenants, but 
t h e r e  is no w a y  w e  c o u l d  s t ill c o m p e t e  w i t h  f e e - s i m p l e  la n d  r e n t s  
so w e  w i l l  o n l y  c r e a t e  v a c a n t  land and b u i l d i n g s .  Bec a u s e ,  h o w e v e r ,  
a d d i t i o n a l  e x p e n s e s  m u s t  be c o m m e n s u r a t e  w i t h  a d d i t i o n a l  in c o m e  
if w e  a r e  to s u r v i v e  f i n a n c i a l l y ,  a l a r g e  m e a s u r e ,  or all, of 
s u c h  a d d i t i o n a l  e x p e n s e  m u s t  be p a s s e d  on  to our t e nants, or 
a d d e d  to the co s t  of our p r o d u c t  or servi c e s .  T h e  S t a t e  s h o u l d  not 
be t h e  l e a d e r  i n c r e a s i n g  such i n f l a t i o n ,  but s h o u l d  t a k e  e v e r y  a c t i o n  
p o s s i b l e  to h o l d  it down.

In c o m p a r i s o n  to o t h e r  land l e a s e  p o l i c i e s ,  the M a t - S u  B o r o u g h  
p a m p h l e t  of J u n e  26th s t a t e s  the l e a s e  a m o u n t  is not s u b j e c t  to 
r e a p p r a i s a l .  T h e  h i g h e s t  bid e s t a b l i s h e s  the a n n u a l  r e n t a l  for the 
55 y e a r  te r m  of the lease. W i t h  the c a p i t a l  m o v e  to Wi.1 low, h o w  w i l l  

the S t a t e  l e a s e  l a n d  in the W i l l o w  a r e a ?
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S o m e  p o s s i b l e  r e c o m m e n d a t i o n s :

1. L e v e l  p a y m e n t s ,  s i m i l a r  t o  t h e  r e c e n t  M a t - S u  B o r o u g h  a u c t i o n ,  

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

t h e  S t a t e  " o p e n - e n d "  p o l i c y .  A  s t a b l e  l e a s e  e n a b l e s  t h e  l e a s e e  

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

i n  t h e  f u t u r e .
2. S o m e  a r r a n g e m e n t  s h o u l d  b e  m a d e  w h e r e b v  a l e a s e  is b a n k a b l e .

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

a t  i m e  o f  l e a s e ,  w i t h  f e e - s i m p l e  s a l e s .

3. T a x e s ,  i f  a n y ,  o n  t h e  l a n d  i t s e l f ,  s h o u l d  b e  a t  a p e r c e n t a g e

rate', c n  a l l  s t a t e - o w n e d  l e a s e  l a n d .
4. C o n s i d e r a t i o n  a n d  l o w e r i n g  l e a s e  r a t e  s c a l e  f o r  v a l u e  o f  i m p r o v e m e n t s  

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

i n d u s t r y ,  a n d  p r o t e c t  h u m a n  r i g h t s .
5. S o m e  m e t h o d  t o  r e n e w  a l e a s e  15 t o  2 0  y e a r s  p r i o r  t o  i t s  c u r r e n t

e x p i r a t i o n  d a t e ,  i n  o r d e r  t o  s e c u r e  f i n a n c i n g  a n d  c o n t i n u e  t o

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

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

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

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

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

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

a d d i t i o n a l  l a n d s ,  w i l l  s u r e l y  n o t  b e n e f i t  t h e  S t a t e ,  a n d  j u s t  

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

l e a s e s  n o t  o n l y  b e c a u s e  i t  i s  n o t  b a n k a b l e ,  b a t  a l s o  b e c a u s e  

i f  e x e r c i s e d ,  i t * w o u l d  t a k e  a l l  v a l u e  o u t  o f  t h e  l e a s e h o l d  

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

p e n s a t i o n  .

A s  I s e e  it, t h e  r e c o m m e n d a t i o n s  s h o u l d  r e s u l t  in a l e a s e  p o l i c y  t h a t  
m a k e  l e a s e s  d e s i r a b l e  t o  y o u  a s  i n d i v i d u a l s ,  a n d  a l l  r e s i d e n t s  o f  t h e  

S t a t e .  T h e y  s h o u l d n ' t  c h a n g e  e v e r y  5 y e a r s .  T h e y  s h o u l d  b e  b a n k a b l e  

a n d  h a v e  a v a l u e ,  e s p e c i a l l y  a f t e r  p a v m e n t s  h a v e  b e e n  m a d e  f o r  s o m e  
20 y e a r s  o r  m o r e .  T h e y  s h o u l d ,  a s  t h e  C o n s t i t u t i o n  s t a t e s ,  " e n h a n c e  

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

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

o f  s u r p l u s  l a n d s .  R e a p p r a i s a l  a n d  a n v  a d j u s t m e n t  o f  i n c r e a s e d  v a l u e s  

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

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

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

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

T h e  S t a t e  g e t s  t h r e e  s h o t s  a t  i t s  l e a s e h o l d e r s ;  (a) l a n d  l e a s e  r e n t a l  

p a y m e n t s ,  (b) t a x e s  o n  i m p r o v e m e n t s  a n d  (c) i n c o m e  t a x .  ..v t a k i n g  ar 

u n f a i r  a d v a n t a g e  o f  t h e  l e a s e  r e n t a l  n a v m o n t s ,  the* S t a t e  w i l l ,  o r  
p o s s i b l y  h a s  a l r e a d y ,  e l i m i n a t e d  a l l  t h r e e .

O n  T h u r s d a y  m o r n i n g ,  D e c .  1 6 t h ,  I a t t e n d e d  t h e  G o v e r n o r s  A d v i s o r y  

C o m m i t t e e  m e e t i n g  v/her t w o  r e p r e s e n t a t i v e s  o f  F . H . A .  t e s t i f i e d  
t h a t  t h e  a p p r a i s a l  c l a u s e  a n d  o t h e r  p a r t s  o f  t h e  S t a t e  l e a s e s  

w o u l d  n o t  b e  a c c e p t a b l e  f o r  F . H . A .  c o m m e r c i a l  o r  r e s i d e n t i a l  l o a n s .

Mr .  P a u l  T r o c h ,  ( 3 4 4 - 4 6 6 5 )  a c o n s t i t u t i o n a l  l a w y e r  a n d  t e a c h i n g  

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

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

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

T h u r s d a y  a f t e r n o o n  I s a w  M r .  R i c h a r d  U l l r i c h ,  L o a n  E x a m i n e r  o f  t h e  

S t a t e  V e t e r a n s  A f f a i r s .  A f t e r  e x p l a i n i n g  t h e  t e r m s  o f  o u r  S t a t e  

l e a s e s ,  h e  s a i d  t h e  S t a t e  V e t e r a n s  w o u l d  n o t ,  o r  c o u l d  n o t ,  m a k e  

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

A l s o ,  T h u r s d a y ,  I v i s i t e d  t h e  A l a s k a  S t a t e  B a n k  w h e r e  I c o u l d n ' t  
h e l p  b u t  n o t i c e  t h e  p i c t u r e s  o f  A n c h o r a g e ,  t a k e n  a b o u t  1 9 1 5 ,  o n  t h e  

w a l l s .  A n d  c o m p a r e  t h e  A n c h o r a g e  o f  t o d a y  t h r o u g h  t h e  w i n d o w s .

I w o n d e r e d  w h a t  A n c h o r a g e  w o u l d  l o o k  l i k e  n o w  i f  t h e  T e r r i t o r y ,  o r  

F e d e r a l  G o v e r n m e n t ,  h a d  u s e d  t h e  p r e s e n t  s t a t e  l a n d  p o l i c y  t o  d e v e l o p  

t h e  a r e a .

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

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

t h e  i n c r e a s e d  r e n t a l s  w h i c h  t h e  S t a t e  D i v i s i o n  o f  L a n d s  c l a i m s  a r e  

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

a n d  F e d e r a l  r e g u l a t i o n s ,  s u c h  a s  t h e  t r u c k i n g  i n d u s t r y  w h o  m u s t  a b i d e  

b y  I C C  r e g u l a t i o n s ,  e l i m i n a t e  t h e  p o s s i b i l i t y .  O t h e r  b u s i n e s s e s  i n  

t o w n ,  g r o c e r y  s t o r e s ,  d e p a r t m e n t  s t o r e s ,  b a n k s ,  e t c .  d o  n o t  r a i s e  

t h e  p r i c e  o f  t h e i r  p r o d u c t s  a n d  s e r v i c e s  b e c a u s e  o f  t h e  a p p r e c i a t i o n  

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

I t  w o u l d  s e e m  t h e  S t a t e  i s  i n  t h e  s a m e  p o s i t i o n  w i t h  t h e i r  e x c e s s  

l a n d s  a s  t h e  b a n k s  a r e  w i t h  t h e i r  m o n e y .  B o t h  n e e d  p e o p l e  t o  m a n a g e  

i t .  T h e  b a n k s ,  t h a n k s  t o  c o m p e t i t i o n  a n d  r e g u l a t i o n s ,  d o  n o t  c h a n g e  

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

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

t o  t a k e  a d v a n t a g e  o f  t h e i r  m o n o p l v  o f  S t a t e  l a n d ,  o r  t h e  f e w  d u m b  

t e n a n t s  t h e y  h a v e  t r a p p e d .

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

v a l u e  o f  t h e  l a n d  f o r  5 5  y e a r s  w o u l d  b e  a f a i r  r e n t a l  w h i c h  w o u l d  

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

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

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

l i t i g a t i o n  c o s t s ,  p l u s  t h e  r e t u r n  o f  t h e  l a n d  t o  l e a s e  ..gain o r  

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

a c c e p t a b l e  t o  t h e  c i t i z e n s  o f  t h e  S t a t e ,  b e  t h e v  p r e s e n t  o f  
p r o s p e c t i v e  l e a s e h o l d e r s ,  o r  n o n - l e a s e h o l d e r s  w h o  n o n e - t h e - l e s s  

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

T h e  p r o b l e m  a s  I s e e  i t ,  i s  n o t  t h e  f e w  l e a s e e s  w h o  n o w  h o l d  S t a t e  

l e a s e s .  T h e y  a r e  i n s i g n i f i c a n t .  It i s  r e s t o r i n g  t h e  c r e d i b i l i t y  

o f  t h e  S t a t e  a s  a m o n o p o l i s t i c  l a n d l o r d ,  a n d  c r e a t i n g  a w o r k a b l e  

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

t h i s  S t a t e  c a n n o t  a f f o r d ,  a n d  w i l l  n o t  a l l o w  t h i s ,  o r  a n y  o t h e r  

a d m i n i s t r a t i o n ,  t o  l o c k  u p  t h e i r  1 0 0  m i l l i o n  a c r e s  o f  l a n d  i n  a 

n o n - p r o d u c t i v e  p o l i c y .  A  p e r c e n t a g e  o f  i t  m u s t  b e  m a d e  p r o d u c t i v e  

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

a n d  s o  f o r t h .

S e n a t o r  S t e v e n s  n e w s l e t t e r  i s  a t t a c h e d ,  i n f o r m i n g  u s  o f  a n  a m e n d m e n t
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s i g n e d  b y  P r e s i d e n t  F o r d  w i t h  r e g a r d  t o  F e d e r a l  l e a s i n g  i n  A l a s k a .

T h e  l a w  w i l l  a l l o w  i n d i v i d u a l s  t o  g a i n  a r i g h t  t o  a n d  a n  i n t e r e s t  

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

p r o d u c t i v e l y .  I i n t e n d  t o  f i n d  o u t  w h a t  t h e i r  l e a s e  p o l i c y  is.

T h e  l a n d  p o l i c y  o f  t h e  S t a t e ,  i f  n o t  c h a n g e d  o r  a l t e r e d ,  h a s  b e e n  

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

t h a n  t h e  1 9 6 4  e a r t h q u a k e .  H i g h  p r i c e s  a r e  c a u s e d  b y  t h e  s c a r c i t y  o f  

l a n d ,  w h i c h  i s  c a u s e d  b y  t h e  S t a t e .

I w o u l d  l i k e  t o  p r e s e n t  t h e  p a p e r  I g a v e  t o  C o m m i s s i o n e r  M a r t i n  

s h o w i n g  t h e  e f f e c t s  o f  a 5 %  a n n u a l  i n c r e a s e  i n  a p p r a i s e d  v a l u e .  I t  

s h o w s  t h e  S t a t e  w o u l d  c o l l e c t  o v e r  1 3  t i m e s  t h e  v a l u e  o f  t h e  p r o p e r t y  

i n  55 y e a r s ,  p l u s  t h e  r e t u r n  o f  t h e  l a n d .  T h e  S t a t e  w o u l d  c o l l e c t  

$ 1 3 1 , 9 6 7 . 0 0  f o r  p r o p e r t y  v a l u e d  a t  $ 1 0 , 0 0 0 . 0 0 .  C o m m i s s i o n e r  M a r t i n  

s a i d  t h i s  w a s  m u c h  t o o  h i g h  a n d  o v e r v a l u e d .  I t h e n  a s k e d  h i m  t o  

v i s u a l i z e  a n d  c a l c u l a t e  r a i s e s  o f  4 0 3 ,  1 0 0 3 ,  a n d  8 5 0 % ,  t h e  r a i s e s  

w e  h a v e  b e e n  a c c e s s e d ,  i n  l i e u  o f  t h e  2 5 %  a s  s h o w n  o n  t h e  f i r s t  

t h r e e  r e - a p p r a i s a l s .

T h  C o m m i s s i o n e r  s a i d  t h e  S t a t e  d i d  n o t  w a n t  o u r  l a n d  b a c k ,  b u t  h e

d i d  n o t  e x p l a i n  t h e  r i d i c u l o u r  i n c r e a a s e  i n  o u r  r e n t a l s .

I s a w  M r .  W h i t e h e a d ,  o n e  o f  t h e  G o v e r n o r s  A i d s ,  w h o  a m o n g  o t h e r s ,  

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

l a n d ,  t h o u g h  h e  d i d n ' t  n a m e  a n y ,  a n d  I h a v e  n o t  n e t  a n y  w h o  h a v e

a d m i t t e d  t h i s  b e l i e f .  H e  s a i d  I w a s  o n  t h e  d e f e n s i v e -  t h i s  I w i l l

a d m i t .  I a s k e d  h i m  w h a t  o t h e r  p o s i t i o n  I c o u l d  t a k e  c o n s i d e r i n g  

o u r  p a s t  e x p e r i e n c e  w i t h  t h e  D i v i s i o n  o f  L a n d s .  E x c e p t  f o r  a f e w  

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

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

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

h a d  m a n y  o p p o r t u n i t i e s .

P o s s i b l y  i f  w e  c o u l d  h a v e  s e e n  t h e  G o v e r n o r  f i r s t ,  a b o u t  s i x  m o n t h s  

a g o  l i k e  w e  r e q u e s t e d ,  w e  w o u l d  h a v e  h a d  a s o l u t i o n  l o n g  a g o .  I 

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

g e t  o u r  i n f o r m a t i o n  f i r s t  h a n d .

I n  s u p p o r t  o f  o u r  b i l l  - f i r s t  t h e  p r o p o s e d  d e c i s i o n s  a n d  r e c o m m e n d a t i o n s  

o f , t h e  h e a r i n g  w e  h a d  w i t h  t h e  D i v i s i o n  o f  L a n d s .  I t  a p p e a r s  t h a t  

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

f e e l  t h e y  a d d r e s s e d  t h e  f i v e  y e a r  r e a p p r a i s a l  f u l l y .  M a n y  o f  t h e  

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

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

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

l a n d  f o r  a l o n g  p e r i o d  o f  t i m e .  T h i s  w o u l d  r e t u r n  t o  t h e  S t a t e  1 0 0 %  

o f  i t s  v a l u e ,  b u t  n o  r e t u r n  o f  t h e  l a n d .

O t h e r s  s a i d  w e  s h o u l d  h a v e  a  l e a s e  w i t h  1 .vel p a y m e n t s  o f  6 %  o f  t h e  

v a l u e  f o r  5 5  y e a r s ,  w h i c h  w o u l d  r e t u r n  t o  t h e  S t a t e  3 6 0 %  o f  t h e  v a l u e  

p l u s  r e t u r n  o f  t h e  l a n d .

S t i l l  o t h e r s  s a i d  t h e y  s h o u l d  u s e  8 %  w i t h  t h e  a b o v e  f o r m u l a ,  w h i c h  
w o u l d  r e t u r n  t o  t h e  S t a t e  4 8 0 %  o f  t h e  v a l u e ,  p l u s  t h e  r e t u r n  o f  t h e  l a n d .
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T h e s e  p r o p o s a l s  w e r e  n o t  s u b m i t t e d  - n o t  b e c a u s e  w e  t h o u g h t  t h e y  

w e r e  u n f a i r  t o  t h e  S t a t e m  o r  t h e  l e a s e h o l d e r s ,  b u t  b e c a u s e  w e  d i d  

n o t  t h i n k  t h e y  w o u l d  p a s s  t h e  L e g i s l a t u r e  a n d  t h e  G o v e r n o r .

O u r  b i l l  w i l l  r e t u r n  t o  t h e  S t a t e  a l m o s t  6 0 0 %  o f  t h e  v a l u e ,  p l u s

t h e  r e t u r n  o f  t h e  l a n d .  I n  o u r  c o n f e r e n c e  w i t h  J o h n  R a d a r ,  h e  a s k e d

u s  if w e  o w n e d  t h e  l a n d ,  w o u l d  w e  l e a s e  it u n d e r  t h e  t e r m s  o f  o u r  

b i l l ?  I a n s w e r e d  D e f i n i t e l y  Y e s !  If 1 c o u l d  c o l l e c t  a b o u t  s i x  t i m e s  

t h e . v a l u e  o f  t h e  l a n d  o v e r  a 55 y e a r  p e r i o d  a n d  s t i l l  r e t a i n  t h e  

t i t l e  w i t h  n o  t a x e s ,  or e x p e n s e s ,  a n d  t h e n  p a s s  i t  o n  t o  m y  c h i l d r e n

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

d e a l !

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

t h e  S t a t e s  b e h a l f ,  e x c e p t  t h a t  I a m  n o t  s u r e  i t  w o u l d  b e  a c c e p t a b l e  

a n d  m a r k e t a b l e  t o  f u t u r e  p o t e n t i a l  l e a s e e s .  C e r t a i n l y  i t  s h o u l d  b e  

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

t h e  S t a t e  a  m u c h  g r e a t e r  a m o u n t  o f  m o n e v .

M r .  R a d a r  s a i d  w e  a r e  d e a l i n g  i n  f u t u r e  m o n e y  w i t h  p r o b a b l e  l e s s  

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

T h e  S t a t e  s h o u l d  b e  s a t i s f i e d  w i t h  f u t u r e  m o n e y  in o r d e r  t o  g e t  

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

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

L e a s e  v a l u e  i s  d e t e r m i n e d  b y  t h e  t e r m s  o f  t h e  l e a s e .  Su/.ely 

s o p h i s t i c a t e d  b i d d e r s ' w i l l  b i d  u p  t h e  p r i c e  t o  w h e r e  t h e  S t a t e  w i l l  

g e t  t h e i r  m a x i m u m  v a l u e .  T h e  S t a t e  c a n  s e t  t h o  m i n i m u m  p r i c e ,  s e e  

i f  t h e  l e a s e s  w i l l  s e l l  a n d  a d j u s t  t h e  p r i c e  i n  f u t u r e  s a l e s ,  u p  o r  
down., a c c o r d i n g  t o  t h e  r e s p o n s e  o f  t h e  b u y e r s .  B u t  t h e v  s h o u l d  n o t  

w a i t  u n t i l  t h e i r  l e a s e h o l d e r s  h a v e  d e v o t e d  20 y e a r s  o f  t h e i r  l i v e s  

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

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

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

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

o f  o u r  l e a s e s  a n d  i m p r o v e m e n t s  t o  a l n o s t  z e r o .  T e r m s  o f  t h e  l e a s e  

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

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

O n e  S t a t e  S e n a t o r  s t a t e d  h e  t h o u g h t  t h e  S t a t e  h a s  d e s t r o y e d  t h e i r  

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

o f  t h e i r  f u t u r e  p o l i c y .

T h e  S t a t e  c l a i m s  o u r  l e a s e s  a r e  u n d e r v a l u e d .  1 w o u l d  s n v  t h e y  a r e  

w r o n g .  I a n d  o t h e r s  h a v e  p a i d  in t h e  p a s t  s e v e n t e e n  y e a r s  s e v e r a l  

t i m e s  t h e  v a l u e  o f  o u r  l e a s e s ,  a n d  w i l l  i n  t h e  n e x t  38 y e a r s  p a y  
f o r  i t  17 t i m e s  m o r e  if o u r  p r o p o s e d  b i l l  is p a s s e d .  I s  t h a t  a n  

u n d e r v a I  n o d  1 e a s e ?

I n  c l o s i n g ,  I w o u l d  l i k e  t o  s t a t e  t h a t  I h a v e  b e e n  a n  A l a s k a n  s i n c e  

1 9 4 1  w i t h  c o n t i n u a l  r e s i d e n c e  e x c e p t  f o r  m v  y e a r s  i n  s e r v i c e  f r o m  

.1943 t o  1 9 4 6 .  T h e  l a s t  2 0  y e a r s  I ' v e  w o r k e d  t o  i m p r o v e  t h i s  l e a s e d  
l a n d  a n d  n o w  h a v e  s e v e r a l  s u b s t a n t i a l  b u i l d i n g s ,  t h o  I o w e  t h e  b a n k  

o v e r  $ 4 0 6 , 0 0 0 . 0 0  i n  p e r s o n a l  g u a r a n t e e d  l o a n s .  I ' v e  v/orked h a r d .  I ' v e  

p r o v i d e d  f o r  i n c r e a s s s  s u c h  a s  i n f l a t i o n  a n d  t a x e s ,  b u t  w h o  o f  u s  c a n
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a f f o r d  8 5 0  p e r c e n t  i n c r e a s e s ?  W e  w h o  h a v e  p a i d  m a n y  t i m e s  t h e  

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

j u s t i c e .  I t  s e e m s  i m p o s s i b l e  t h a t  2 0  y e a r s  o f  w o r k  a n d  i n v e s t m e n t  

c a n  b e  w i p e d  o u t  w i t h  o n e  s t r o k e  o f  a p e n  - i n  t h i s  c o u n t r y !  

P a r t i c u l a r l y  so, w h e n  i t  d o e s  n o t  a p p e a r  b e n e f i c i a l  t o  t h e  S t a t e  

G o v e r n m e n t ,  o r  h e r  r e s i d e n t  A l a s k a n s .

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

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

t i m e .

J o e  W i l h o u r  

3 7 6 - 5 6 0 1
B o x  7 4 0 ,  W a s i l l a ,  A l a s k a  9 0 6 8 7



THE FIRST NRTIONRL BANK OF RNCHORRGE
June 18, 1976

Mr. Joe Wilhour 

Anchorage, Alaska

Dear Mr. Wilhour:

W e  have reviewed your informal request to consider financing a n e w  building 

o n  Commercial Ro w ,  the loan to be secured by an assignment of the State land 

lease and the building placed on the lease.

At this time it is impossible for us to give you a commitment for construction 

until w e  can confirm w h a t  the future rental on the building will be. W e  have 

reviewed the other financing that w e  have done for you on your property and 

find that the quarterly rent has been raised from $996.00 to $8,200.00, an 

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

it can be similarly raised.

Under these circumstances, it Is impossible for us to guess what the future 

land rentals will be, and therefore, un'ess you are able to secure a lease of 

an equal term to the mortgage wherein the tenant agrees to pay the increased 

land rental, it will be Impossible for us to advance the credit requested.

D H C r m h

U D D Y  

President

The firs t N ational Bank of Anchorage » I* O Box 7?0 •  Anchorage Alaska 9VS10



T H E  F O L L O W I N G  D O C U M E N T ( S )  M A Y  N O T  F I L M  

L E G I B L Y  B E C A U S E  O F  P O O R  Q U A L I T Y  OF T H E  

O R I G I N A L ,
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At the end of a typical 5f» vear lease using a reasonable Vr/vcar increase in appraised value, 

the State of Alaska collects $l.'tl.W(>7'Tv fur a parcel that cost $10,000.00 originally • "Iill 

the land, and least* holder has no accrued opiilv. to compare this to fee simple title 

appraisal is wrong and not gmfd business oh the.parl of the stale.-

* ■' ' * ’.. 
the parcel changes hands during a .‘m  vear lease the -late could place a reasonable lax

on a m  net lease holder gain, for example .77. this would leave ineenlive for investors.

«le\eh*|K*r< and not unfairlv penalize individual lease holder- who waul to live on stale lease

land.

In view of the example above how can reapprai-al- amounting to increases of from several 

hundred to over one thousand percent in a ."> v ear period be ju-lified?

t •
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T H E  P R E C E D I N G  D O C U M E N T ( S )  M A Y  N O T  F I L M  

L E G I B L Y  B E C A U S E  O F  P O O R  Q U A L I T Y  O F  T H E  

ORIGI N A L .



S  -+/\/ TIONAL PARK - Claudia Louis, 
y  4 d rncmber of the Washington, 

/ ^ /C ^ ta f f ,  presents the cere- 
mom^l pen used by President 
Ford to sign S. 98, the Klondike 
Park bill, into law to Mayor John 
Edwards (right) of Skagway and 
Weird A. Hisman (left), Superin­
tendent of the White Pass & 
Yukon Route Railway.

bill which will allow Alaskans to 
continue to use public lands to 
build homes, farms, or trade or 
manufacturing concerns, under 
provisions added to the bill in 
the Senate by Senator Stevens.

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

The National Resource 
Lands Management Act, S. 607, 
also known a:, the IUM Organic 
Act, repeals homesteading in 10 
years and this amendment was 
needed to enable individuals to 
continue to use and develop pub 
lie lands, despite the repeal of 
homesteading laws.

Tin; authority ol the new 
law - designed to provide for the 
management, protection and de­
velopment id public domain lands 
not committed to other uses - 
extends to the unreserved federal 
land in Alaska remaining after 
Alaska Native Claims Settlement 
Act and Statehood Act w ith­
drawals arc made.

It w.is pointed out that the 
passage of this law with this 
amendment will provide some 
type of incentive foi people to 
come in and carve a livelihood 
out of the wilderness. The law 
will allow individuals to gain a 
right to and an interest in federal 
kinds by actively working to rle 
velop and use the land produc 
lively.

The leases could be used to 
build new communities, farms, 
small sawmills and small manu 
facturing plants needed in iso 
iated rural areas.

M i d - D e c a d e  

C e n s u s  L a w
A bill which could mean 

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

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

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

.s' t*Jo H&g*  jOoJicy- i S  ?



T H E  F O L L O W I N G  P A G E S  W E R E  T R E A T E D  A S  

A  U N I T  IN T H E  O R I G I N A L  FILE.



J \ 1  n s k n  j i t a t e  ^(legislature

JUNEAU. ALASKA M e m o r a n d u m

TO: The Honorable Joe Orsini D A TE: March 18, 1977

R E : Senate Bill 159, which would 
change the State's leasing 
policies with regard to the 
methods of determining annual rents.

F R O M : Vicki Cunningham

This memorandum addresses various issues which have been r«aised in conjunction with 
recent rent increases on state leased lands and, as you requested, comments on points 
brought up by leaseholders protesting the readjustment of their rents on a variety 
of grounds. Only the area of surface leasing of state owned lands has been investigated.

In summary, it was found that the rent increases appear to be in compliance of current, 
applicable statutes. However, it was discovered that numerous irregularities and in­
consistencies in the regulations which govern surface leasing of state lands. The 
various shortcomings and ambiguities of the regulations have contributed significantly
to the leaseholder's perceptions that the increases are illegal or arbitrary.

Various sections of Title 38 direct that state lands shall be selected, sold, or 
leased to provide the maximum benefits to the people of the state. It's therefore 
difficult to find fault with the Division of Lands, in the absence of some other 
slatutory definition, for attempting to maximize the monetary returns on state 
leased lands.

The Division of Lands admits that in the past the Appraising Section in the Division 
of Lands was viewed as a "poor relation", which accounts for the continuing low rents 
over the years in violation of the law which provides that "... no land may be sold 
or leased for less than the approved, appraised market value..." (38.05.310). Ihe 
Division is now applying the law, thereby correcting past neglect which resulted in 

L low rental rates on state leased lands, benefitting the individual leaseholders, but
not necessarily the people of Alaska in general.

The statues provide that the initial rent shall be determined based on the "approved, 
appraised market value" (38.05.310), and that subsequent readjustments of the rents 
be based on a "reappraised annual rental value" (38.05.105)

Much controversy has arisen over the term "annual rental value". Protesting leaseholders 
claim that rental value cannot be pegged to the market value, that it is something less.

From the above it appears that rental value is established by market conditions. The 
problem which has and continues to exist in Alaska, though, is that in most instances 
the state (Division of Laneds) makes its own market. There is no private market to
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speak of for agricultural, grazing, recreational and other classified lands.
Therefore, the state historically has used a percentage rate of the fair market 
value instead of rental value to determine rents on leased lands. As mentioned 
earlier, where a private market exists the Division is charging market rental 
value.

Until 1968 this rate was five percait. There is nothing in writing which explains 
why the rate was set at five percent, but the five percent figure was a m i n i m m  
amount derived from the Public and Charitable Use statute of the Alaska Land Act 
which stipulates that the rental shall be not less than five percent of the fair 
market value on school, university and mental health, or acquired lands (33.05.315(d)). 
Also, the rate of interest on the unpaid balance of contract sales of state lands 
was five percent at that time, and the reasoning, according to Division personnel, 
was to standardize the contract sale and contract rent rates. In 1968, then 
Commissioner of Natural Resources, Tom Kelly, raised the rate to six percent because 
he felt five percent was too low. Again, there is noting in writing which would 
substantiate this. The Division of Lands now charges six percent of the fai.r market 
value when there is no private lease market and the lease is of a non-revenue pro­
ducing nature. The Division charges up to eight and one-half percent (8 1/2%), or 
the market rental rate, when a private lease market exists and when the land is a 
potential revenue producer; i.e., land which is classified and/or zoned conmercia1 , 
industrial, or residential.

The raising of the lease rental percentage rates, in some instances (such as the 
Alaska Industrial Subdivision), together with reqppraising the leases based on fair 

| market value have been responsible for the steep increases. The Division of Lands 
is quite cognizant of the potential hardships such a policy creates for certain 
leaseholders, particularly for those individuals who hold non-income producing 
leases.

Much of the bad feeling tliat was generated over the rent increases probably could 
have been avoided if the Division of Lands had been more approachable and open in 
what it was doing. By not being advised of significant changes in policy, even 
when they are jus? ifiable and defensible, and by being confused by or ignorant of 
appraisal terminology as used by the Division of Lands, it is not surprising that 
leaseholders feel that the Division lias been acting arbitrarily and capriciously.

The charge has been made by several leaseholders in the Alaska Industrial Subdivision 
that their land has been reappraised improperly because improvements to the land have 
been taken into consideration, even though the lease states quite clearly that the 
land is to be reappraised in a state of improvement similar to that of the land 
described in the lease at the time the lease was issued.

("... in a state of improvement similar to that of the land described herein at the 
time this lease was entered into.").

The Division of Lands maintains that while leaseholders cannot be and, for that 
matter, have never been penalized for the improvements made to their leased lands, 
improvements which were made at public expense and which as a consequence raised the 
value of the area or the lands under lease should be reflected in the reappraisal.
We are told that this practice is consistent and standard procedure in the reappraising 

1 business.
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Investigations indicate that substantive and/or long term relief to the 
leaseholders regarding that periodic rent adjustment of their leaseholdings 
is probably not possible under the existing statutes. If it is believed 
that increases of rents should be limited in some way, or that rents be 
readjusted on a different basis than percentage of fair market value or 
fair market rental value as is the practice now, it will be necessary to 
legislate to that effect.

No new legislation will be necessary to require the Department of Natural 
Resources (Division of Lands) to bring their regulations into compliance 
with existing, applicable statues or to "clean them up" so that the ambiguities 
regarding meaning and the inconsistencies of the language and definitions used 
in the regulations are eliminated. While no new legislation is necessary for 
the revision and up-dating of the regulations, it is recommended that the 
applicable, authorizing statutes be revised as necessary to be consistent and 
clear throughout. They are not now, in some instances.

Several possible solutions have been recommended by t^e Alaska Land and Lease 
Owners Association. They are so follows:

1. Lands could be sold outright rather than leased.

2. Lands could 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 per­
centage of any gain realized.

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

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

Because the rents were so low, potential leaseholders were willing to pay 
substantial bonuses to take over leases from previous leaseholders.
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R U N T  A D J U S T M E N T S  F O R  

S T A T E  L E A S E D  L A N D S  

1975

P e r  c e n t
A D L O l d N e w I n c r e a s e
No. Renl:al R e n t a l ( D e c r e a s e )

0 1 2 2 7 1 1 2 . 5 0 1 , 5 7 5 . 0 0 1 , 3 0 0
5 1 1 0 7 1 1 0 . 0 0 1 , 1 0 0 . 0 0 9 0 0

0 2 5 3 4 6 0 8 . 5 0 2 5 , 5 0 0 . 0 0 4 , 0 9 0
0 1 3 0 2 7 5 . 0 0 2 4 3 . 0 0 2 3 0
2 5 0 6 8 1 0 0 . 0 0 3 8 0 . 0 0 2 8 0
3 8 8 9 5 1 8 0 . 0 0 1 , 4 0 4 . 0 0 68 0

2 5 3 0 5 1 , 4 2 5 . 0 0 2 , 8 8 6 . 0 0 103
5 2 3 7 0 6 , 0 7 5 . 0 0 1 3 , 0 3 2 . 0 0 115
0 0 2 7 3 6 , 7 8 0 . 0 0 1 4 , 4 0 0 . 0 0 112

5 2 1 6 7 9 7 0 . 0 0 9 , 6 0 0 . 0 0 8 9 0

5 2 2 0 9 1 9 5 . 0 0 2 , 0 4 0 . 0 0 9 4 6

5 2 1 6 8 8 3 0 . 0 0 8 , 5 0 0 . 0 0 9 2 4
5 0 7 3 3 1 , 4 0 0 . 0 0 5 , 2 8 0 . 0 0 2 7 7

4 4 5 6 9 1 7 5 . 0 0 3 5 0 . 0 0 100

4 9 7 2 3 1 5 0 . 0 0 6 0 5 . 0 0 303

4 1 4 1 7 2 2 5 . 0 0 6 7 0 . 0 0 198

5 0 5 9 8 50. 00 6 3 0 . 0 0 1 , 1 6 0

0 0 7 7 5 1 , 0 0 0 . 0 0 2 4 , 9 6 0 . 0 0 2 , 3 9 6

1 7 1 0 3 1 , 0 0 0 . 0 0 1 8 , 8 0 0 . 0 0 1 , 7 8 0

5 1 2 3 8 1 4 5 . 0 0 1 , 6 3 0 . 0 0 1 , 0 5 9

5 1 5 1 5 1 6 0 . 0 0 1 , 6 8 0 . 0 0 9 5 0
5 1 6 2 1 1 8 0 . 0 0 1 , 4 1 0 . 0 0 6 3 3
5 1 4 2 8 22.0.00 1 , 7 7 0 . 0 0 7 0 4
5 0 9 3 8 1 9 0 . 0 0 1 , 9 4 0 . 0 0 9 2 1

5 1 0 6 5 2 1 0 . 0 0 1 , 7 0 0 . 0 0 709
4 6 4 7 3 6 0 , 0 0 2.60.00 3 33
4 6 4 7 4 6 0 . 0 0 2 6 0 . 0 0 333

5 2 1 7 7 1 5 0 . 0 0 1 8 0 . 0 0 20
5 2 1 8 2 2 5 0 . 0 0 2 8 5 . 0 0 14
2 1 4 7 7 4 5 . 0 0 2 6 5 . 0 0 4 8 9

5 2 1 8 5 3 0 0 . 0 0 3 2 0 . 0 0 7

5 1 1 4 7 4 0 . 0 0 1 7 0 . 0 0 325
5 2 4 2 2 4 0 . 0 0 1 7 0 . 0 0 325
5 2 4 2 1 4 0 . 0 0 1 7 0 . 0 0 325

5 2 1 8 7 7 5 . 0 0 1 7 5 . 0 0 133
5 2 1 8 6 75.00 1 7 5 . 0 0 133
5 2 1 9 0 4 0 . 0 0 1 0 0 . 0 0 150

5 2 1 9 1 1 0 0 . 0 0 6 8 0 . 0 0 5 80
5 2 7 1 4 4 0 . 0 0 1 6 5 . 0 0 312
5 2 2 0 8 8 0 . 0 0 1 0 0 . 0 0 25



R e n t  A d ju s t m e n t s  f o r
S t a t e  L e a se d  L a n d s ,  1975

Pol* C e n t
A D L O l d N e w I n c r e a s e

No. R e n t a l R e n t a l (D e c r e a s e )

5 2 2 0 5 5 0 . 0 0 2 2 0 . 0 0 340

5 2 1 9 4 1 5 0 . 0 0 1 0 0 . 0 0 (50)

5 2 1 9 2 2 5 0 . 0 0 2 3 5 . 0 0 (6)

5 0 1 7 2 1 5 5 . 0 0 7 5 5 . 0 0 387

5 0 6 8 8 75. GO- 1 7 5 . 0 0 133

5 2 1 9 9 5 5 . 00 1 3 5 . 0 0 145

2 6 6 5 3 2 3 5 . 0 0 4 7 0 . 0 0 100

2 6 6 5 4 2 3 5 . 0 0 4 7 0 . 0 0 100

5 2 1 7 9 2 3 5 . 0 0 4 7 0 . 0 0 100

5 2 1 8 0 2 6 0 . 0 0 5 4 5 . 0 0 110

5 2 1 7 0 3 2 5 . 0 0 5 7 5 . 0 0 77
5 2 3 6 5 1 2 5 . 0 0 •245.00 96

5 2 4 3 0 1 2 5 . 0 0 2 4 5 . 0 0 96

5 2 2 1 3 3 1 5 . 0 0 3 2 5 . 0 0 3
5 2 1 7 1 1 5 0 . 0 0 2 9 5 . 0 0 97
5 2 1 7 2 1 5 0 . 0 0 2 9 5 . 0 0 97

5 2 2 1 3 3 1 5 . 0 0 2 9 5 . 0 0 (7)

5 2 1 7 4 1 6 0 . 0 0 3 2 5 . 0 0 103

5 0 5 8 7 1 5 0 . CJ 3 8 5 . 0 0 157
5 0 5 8 8 1 4 5 . U 0 3 2 5 . 0 0 124

5 2 7 0 3 4 0 . 0 0 1 0 0 . 0 0 150
4 5 0 0 8 6 5 . 0 0 2 , 4 0 0 . 0 0 3 , 5 9 2

4 0 0 1 4 2 2 0 . 0 0 2 , 4 3 0 . 0 0 1 , 0 0 5

4 5 5 8 6 8 0 . 0 0 1 5 0 . 0 0 88

4 5 5 8 5 4 6 0 . 0 0 6 7 5 . 0 0 47
2 6 5 1 1 1 , 0 0 0 . 0 0 5 , 5 2 5 . 0 0 4 52

4 6 6 2 8 1 4 0 . 0 0 1 , 6 8 0 . 0 0 1 , 1 0 0
4 6 6 2 0 1 6 0 . 0 0 1 , 6 2 0 . 0 0 9.12

4 6 3 8 3 1 1 0 . 0 0 6 0 0 . 0 0 4 45

4 9 7 5 5 1 2 5 . 0 0 3 9 0 . 0 0 212

2 5 9 5 6 1 2 5 . 0 0 3 9 0 . 0 0 212

4 7 4 1 4 1 5 0 . 0 0 8 3 4 . 0 0 456

4 9 0 6 0 2 5 0 . 0 0 7 0 2 . 0 0 181
2 2 3 4 8 2.60.00 3 9 0 . 0 0 50

2 4 0 9 9 2 1 5 . 0 0 4 2 0 . 0 0 95

3 6 0 1 5 1 8 0 . 0 0 2 5 0 . 0 0 39
2 1 9 2 8 1 , 2 6 0 . 0 0 1 0 , 9 2 0 . 0 0 767
0 1 3 8 0 1 , 1 9 0 . 0 0 3 , 5 5 2 . 0 0 198

5 1 3 9 5 8 2 0 . 0 0 3 , 0 5 4 . 0 0 272

0 0 8 8 9 2 , 6 0 0 . 0 0 5 , 9 7 6 . 0 0 130

0 1 3 0 8 7 , 1 7 0 . 0 0 1 0 , 0 1 4 . 0 0 40
4 9 6 8 5 1 4 5 . 0 0 1 , 2 6 0 . 0 0 769
4 9 7 9 5 1 7 5 . 0 0 1 , 5 0 0 . 0 0 757
2 5 9 8 8 2 4 0 . 0 0 2 7 5 . 0 0 15
2 6 2 6 9 1 6 5 . 0 0 1 9 0 . 0 0 15
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R E N T  A D J U S T M E N T S  F O R  

S T A T E  L E A S E D  L A N D S  

1976

A D L O l d
No. R e n t a l

7 1 3 2 6
2 2 5 2 6 3 6 0 . 0 0
2 2 5 2 5 1 7 5 . 0 0

2 2 6 5 4 9 5 . 0 0

5 0 6 0 3 8 5 . 0 0
2 2 6 5 2 1 5 5 . 0 0
4 4 3 5 1 1 0 0 . 0 0

4 4 3 5 0 8 0 . 0 0
4 6 4 8 3 11.0.00
0 2 3 8 0 8 8 0 . 0 0

3 9 8 7 7 1 , 0 0 0 . 0 0
3 0 4 8 9 2 4 0 . 0 0
2 6 6 3 2 1 , 8 3 5 . 0 0

3 2 9 1 9 1 , 0 2 0 . 0 0
3 1 3 2 8 1 2 0 . 0 0
5 4 3 2 6 1 7 5 . 0 0
5 4 3 3 1 1 6 5 . 0 0
5 4 3 6 5 2 0 5 . 0 0
5 4 3 3 2 2 2 5 . 0 0
4 0 8 0 6 3 5 5 . 0 0

5 4 3 4 5 2 0 0 . 0 0
5 4 3 4 6 1 7 5 . 0 0
5 4 3 4 7 2 1 0 . 0 0

5 4 3 4 9 1 9 0 . 0 0
5 4 3 3 3 260.-00
5 4 3 3 4 2 5 0 . 0 0

5 4 3 3 5 1 0 5 . 0 0
5 4 3 3 6 1 2 0 . 0 0
5 4 3 3 7 1 1 0 . 0 0
5 4 3 3 8 1 4 5 . 0 0

5 4 3 3 9 2 1 0 . 0 0
5 4 3 4 0 2 0 0 . 0 0
5 4 3 4 1 2 8 0 . 0 0
5 4 3 4 2 2 7 0 . 0 0
3 2 1 2 8 1 1 5 . 0 0
3 2 0 6 5 1 1 5 . 0 0
5 4 3 4 4 1 6 0 . 0 0
5 4 3 5 1 4 3 0 . 0 0
0 3 0 4 5 3 , 9 8 5 . 0 0
0 3 0 4 2 2 , 9 2 5 . 0 0

P e r  C e n t  
N e w  I n c r e a s e

R e n t a l  ( D e crease)

3 , 5 0 0 . 0 0
2 , 1 5 0 . 0 0 497
3 , 3 6 0 . 0 0 1 , 8 2 0
1 , 1 9 2 . 0 0 1 ,155

8 4 0 . 0 0 888
4 , 3 5 0 . 0 0 2 , 7 0 6

4 3 8 . 0 0 338
7 4 4 . 0 0 330
7 5 0 . 0 0 582

6 , 5 4 0 . 0 0 643

2 , 2 8 0 . 0 0 128
2 , 3 5 0 . 0 0 879
6 , 9 0 0 . 0 0 276
2 , 7 6 0 . 0 0 171

8 4 0 . 0 0 600
9 1 0 . 0 0 420
9 1 0 . 0 0 452

9 5 0 . 0 0 363
9 5 0 . 0 0 322
6 9 0 . 0 0 9 4

5 5 0 . 0 0 175
5 5 0 . 0 0 2 1 4
5 5 0 . 0 0 162

5 7 5 . 0 0 203
6 6 5 . 0 0 156
6 9 0 . 0 0 1 76
6 0 5 . 0 0 47 C
6 0 5 . 0 0 4 0 4
6 2 5 . 0 0 468
6 9 0 . 0 0 376

6 9 0 . 0 0 22,8
6 9 0 . 0 0 245
6 9 0 . 0 0 146
6 9 0 . 0 0 156
6 9 0 . 0 0 500
6 6 5 . 0 0 478
6 3 5 . 0 0 297
8 7 0 . 0 0 1.02

3 2 , 8 0 0 . 0 0 723
2 2 , 3 6 0 . 0 0 6 6 4



Kuril: A d ju s t m e n t s  Cor:
, J i t a lo  Leased  L a n d s ,  1976

A D L O l d N e w P e r  C e n t
N o . R e n t a l R e n t a l I n c r e a s e

0 3 0 5 0 9 9 0 . 0 0 7 , 4 0 0 . 0 0 6 4 7

5 3 5 9 5 1 , 7 7 5 . 0 0 1 1 , 7 6 0 . 0 0 56 2

0 3 0 4 1 1 , 3 4 0 . 0 0 9 , 3 6 0 . 0 0 5 9 8

0 3 0 4 9 7 0 0 . 0 0 6 , 1 6 0 . 0 0 780

5 1 3 9 5 8 2 0 . 0 0 6 , 1 6 0 . 0 0 6 5 1

0 3 0 4 0 8 2 0 . 0 0 6 , 1 6 0 . 0 0 6 5 1

0 3 0 5 9 8 2 0 . 0 0 6 , 1 6 0 . 0 0 6 5 1

0 3 0 7 0 9 5 0 . 0 0 7 , 0 0 0 . 0 0 6 3 7
4 7 3 8 2 6 8 0 . 0 0 5 , 0 0 0 . 0 0 635

0 3 0 5 8 1 , 0 1 0 . 0 0 6 , 6 8 0 . 0 0 5 6 1

0 3 0 6 7 7 0 0 . 0 0 5 , 1 6 0 . 0 0 6 3 7

0 3 0 4 4 8 , 4 9 5 . 0 0 7 5 , 4 4 0 . 0 0 788

4 7 3 7 8 1 , 7 2 0 . 0 0 1 4 , 4 0 0 . 0 0 7 3 7

4 7 5 9 8 3 , 2 6 0 . 0 0  . 2 7 , 3 6 0 . 0 0 739

0 3 0 5 1 1 , 4 1 0 . 0 0 1 3 , 6 8 0 . 0 0 87 0

0 3 0 6 2 1 , 6 3 5 . 0 0 1 3 , 6 8 0 . 0 0 737

0 3 0 7 1 1 , 4 1 0 . 0 0 1 3 , 6 8 0 . 0 0 87 0

0 3 0 6 9 8 0 0 . 0 0 6 , 0 0 0 . 0 0 6 5 0

0 3 0 6 6 1 , 7 4 5 . 0 0 1 1 , 6 0 0 . 0 0 565

0 3 0 6 3 9 4 5 . 0 0 6 , 6 0 0 . 0 0 5 9 8

0 3 0 4 8 9 4 5 . 0 0 6 , 6 0 0 . 0 0 59 8

0 3 0 6 8 9 4 5 . 0 0 6 , 6 0 0 . 0 0 59 8

0 3 0 7 3 9 4 5 . 0 0 6 , 6 0 0 . 0 0 5 9 8

0 3 0 3 9 1 , 4 2 5 . 0 0 1 0 , 2 8 0 . 0 0 6 2 1

0 3 0 5 2 2 , 4 9 0 . 0 0 1 8 , 4 0 0 . 0 0 639

0 3 1 0 2 3 , 9 5 5 . 0 0 2 8 , 6 4 0 . 0 0 6 2 4

0 3 0 6 4 1 , 3 0 5 . 0 0 9 , 1 2 0 . 0 0 599

0 3 1 0 4 9 3 0 . 0 0 6 , 5 2 0 . 0 0 6 0 1

4 9 6 8 6 1 , 8 3 5 . 0 0 1 3 , 2 4 0 . 0 0 6 2 2

5 7 2 3 7 1 , 8 3 5 . 0 0 1 3 , 2 4 0 . 0 0 622

0 3 0 6 5 3 , 6 7 0 . 0 0 2 6 , 4 8 0 . 0 0 622

0 3 0 5 7 3 , 6 6 5 . 0 0 2 7 , 0 4 0 . 0 0 6 3 8

0 3 0 5 3 8 9 0 . 0 0 6 , 6 4 0 . 0 0 646

30 74 6 9 1 5 . 0 0 6 , 8 8 0 . 0 0 652

0 3 0 4 3 9 1 0 . 0 0 6 , 6 8 0 . 0 0 6 3 4

4 7 9 8 3 1 3 5 . 0 0 1 , 3 0 0 . 0 0 8 6 3

4 9 4 3 0 1 7 5 . 0 0 1 , 4 0 0 . 0 0 700

4 7 8 0 9 1 7 5 . 0 0 1 , 4 5 0 . 0 0 728

4 9 1 7 2 1 2 0 . 0 0 1 , 3 0 0 . 0 0 9 8 3

4 6 4 9 9 2 7 0 . 0 0 1 , 6 5 0 . 0 0 511

5 3 4 4 4 1 4 0 . 0 0 1 , 2 0 0 . 0 0 757
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S t a t e  L e a se d  L a n d s ,  1976

P a r  C e n t
A D L O l d N e w l u c r e

No. R e n t a l R e n t a l (Deere,

2 7 8 9 4 1 3 5 . 0 0 1 5 5 . 0 0 15

2 7 9 4 8 2 0 0 . 0 0 2.30.00 15

3 0 8 1 6 4 0 . 0 0 1 8 0 . 0 0 350

5 0 6 6 9 4 0 . 0 0 1 2 0 . 0 0 200

4 7 7 7 6 4 2 . 0 0 1 0 0 . 0 0 138

3 6 3 1 5 4 0 . 0 0 1 0 0 . 0 0 150

4 7 7 7 7 4 0 . 0 0 1 0 0 . 0 0 150

4 7 7 7 8 4 0 . 0 0 1 0 0 . 0 0 150

3 5 1 9 9 4 0 . 0 0 1 0 0 . 0 0 150

4 7 7 7 5 4 2 . 0 0 1 0 0 . 0 0 138

4 1 8 4 3 4 0 . 0 0 1 0 0 . 0 0 150

4 6 6 0 9 7 2 . 0 0 1 0 0 . 0 0 39

4 7 1 5 1 9 0 . 0 0 1 0 0 . 0 0 11

0 0 0 3 7 7 0 0 . 0 0  • 5 , 2 5 0 . 0 0 650

- 3 -



•• v r a M O R A N D U M  S t a t e  o f  A l a s k a

1C; '.'.'ho H o n o r a b l e  G u y  P.* M a r t i n  DATE: J u n o  h , 1 9 7 6

C o m m i s s i o n e r

D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  1 :'-E N0:

TELEPHONE NO:

f r o m ; AVRU7-! It. GP.OSS s u b j e c t: V a i v e r  o f  r e a p p r a i s a l  and.

A T I O R N Z Z  G E N E R A L  . . .  a d j u s t m e n t  o f  r e n t

B E :  R o d g e r  W -  P e g u e s

A s s i s t a n t  A t t o r n e y  G e n e r a l

. S h i s  ±u f u r t h e r  t o  t h e  o p i n i o n  o f  J u n e  X ,  1 9 7 ^

b y  A s s i s t a n t  A t t o r n e y  G e n e r a l  R e e v e s  o n  t h i s  s u b j e c t -  - •

I n  t h a t  o p i n i o n 7 w e  a d v i s e d  t h a t  y o u  w e r e  w i t h o u t  . a u t h o r i t y  

incder. t h e n  e x i s t i n g  l a w  t o  g r a n t  a  b l a n k e t  w a i v e r  o f ’ a l l  

r e n t a l  i n c r e a s e s  e x c e e d i n g  1 0 0  p e r c e n t  w h i c h  w a s  r e q u e s t e d  

b y  t h e  A l a s k a  L a n d  A  L e a s e  O w n e r ’s  A s s o c i a t i o n .  S i n c e  t h a t  

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

r e s t r i c t s  y o u r  a u t h o r i t y  t o  g r a n t  a  w a i v e r .  I’C C S  S C S H 3  1 3 S -  

A S  3 3 . 0 5 - 1 0 5  h a s  b e e n  a m e n d e d  t o  d e l e t e  t h e  t 

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

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

t o  s p e c i a l  c o n d i t i o n s ” a n d  t o  p r o v i d e  f o r  a n  e x t e n s i o n  o r
• * \, . • * '

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

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

f i n a n c i n g . ” A s  a  r e s u l t  o f  t h e  a m e n d m e n t , t h e  D i r e c t o r  o f  

t h e  D i v i s i o n ,  o f  L a n d s  n a y  n o w  g r a n t  a  w a i v e r  o r  l e n g t h e n
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IN THE HOUSE \6 ° \

HOUSE BILL NO. 387

Introduced: 3/23/77
Referred: Resources

BY MILES,BEIRNE,BRADLEY, 
B R O W N ,C H A T T E R T O N ,C O T T E N , 
D A N K W O R T H ,F R E E M A N ,K E L L Y , 
M C K I N N O N ,O S E ,P H I L L I P S , 
SWANSON A N D  URION

n

12

13

IN THE LEGISLATURE OF THE STATE OF A L A S K A  

T E N T H  L E G I S LATURE - FIRST SESSION 

A  BILL

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

than for the extraction of natural resources; and p r o­

viding for an effective date."

BE IT ENACTED BY THE L EGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 38.05.085 is repealed and r e - e nacted to read:

Sec. 38.05.085. T E R M  OF LEASE. (a) The lease shall provide that

(1) for the initial 25-year period of the lease, the lessee 

shall pay the state a fixed base annual rental to be agreed upon by the

OuO

1G

17

IB

19

22

23

2<1

25

20

27

_2L

_in compliance w i t h  the provisions of this chapter; however, this 

ff annual rental may not exceed 10 per cent of the fair market value of the 

property as determined in (b) of this section;

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

shall be readjusted w h e n  the initial 25-year period of the lease has 

expired and, thereafter, every 10 years; and 

"\ fl\ A h D ̂  ^  ^  tlie re a d J U8ted annual rental shall not exceed 10 per

r 21 cent of the fair market value of the property as determined in (b) of

this s e c t i o n ^  50 per cent more than the amount paid eac h  year during 

the initial perioc^o): the preceding 10-year period, w h ichever is 

<4ower^)

\ ft-8 (b) When it becomes n e cessary to determine the fair market value

/ y  of property as required by (a) of this section, the lessee shall appoint 

y  an M.A.I. appraiser and the state shall appoint an M.A.I. appraiser.

The two appraisers so appointed shall, w i t h i n  a specified period of time 

agreed upon by the parties, make their appraisals of the property in

-1 -  ^  387
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question. If the two appraisers agree upon the fair market value, the 

determination is absolutely b i n ding on the p a r t i e s . In the event the 

two appraisers are u n a b l e  to agree, they shall together appoint a third 

M.A.I. appraiser who shall then mak e  his appraisal of the property in 

question. When the third a p praisal is completed, the two of the three 

appraisals w h i c h  are n e a r e s t  each other in their determination of the 

fair market value shall be avera g e d  and the resultant sum shall be the 

fair market value of the m a t t e r  in question and absolutely binding on 

the parties. All costs incurred in m a k i n g  the appraisals provided for 

in this subsection shall be borne by the state and the lessee equally.

(c) The lessee shall m a k e  advance payments of the annual rent or 

portion of it as the director, w i t h  the approval of the commissioner, 

may require.

(d) A  preference right lessee of grazing or forest land may follow 

the payment schedule established in his cancelled federal lease or 

grazing permit if he so desires.

(e) Notice of all actions by the department affecting the rights 

of a lease or lessee shall be given to the lessee.

(f) A viol a t i o n  of a p r o v i s i o n  of this chapter or of a term or 

provision of a lease subjects the lessee to appropriate legal action, 

including, but not limited to, a forfeiture of the lease.

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

Sec. 38.05.103. RIGHTS OF H O L D E R  OF SECURITY INTEREST. (a) If

there is a b reach or default of a term of a lease or of the provisions

of this chapter relating to a lease, the division shall provide w r i t t e n  

notice of the breach or default by personal service or by registered or 

certified mail to the lessee and to any holder of record h aving 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 )

HB 3 8 7  - 2 -



2

3

'1

r>
6

/

R

9

10

11

12 

13 

1-1 

Hi 

16 

1/ 

111

19

20 

21 

22 

23 

2-1 

29

20

27

28

1

_2SL

days from the date of receipt of the n otice and demand. If a lessee 

fails to cure or remedy the b reach or default w i t h i n  60 d a y s , or w i t h i n  

the additional time w h i c h  the division may allow for good cause, the 

state may, subject to (b) of this section, exercise any right w h i c h  it 

m ay have at law or as set out in the lease.

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

the time allowed in (a) of this section, a h o l d e r  of a security interest 

who has received notice under (a) of this section may cure or remedy the 

b reach or default if the breach or default can be cured by the payment 

of mo n e y  or, if this cannot be done, by performing or undertaking in 

w r i t i n g  to perform the terms, convenants, restrictions and conditions of 

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

w i thin 60 days from the date of receipt of n o t i c e  under (a) of this 

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

good cause.

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

Sec. 38.05.105. PERIODIC RENTAL ADJUSTMENTS. (a) Each lease

shall stipulate that at the conclusion of the initial 25-year p eriod of 

the lease and at intervals of 10 years thereafter the annual rental 

payment is subject to adjustment. C h a r ges or adjustments shall be based 

-prima-rLilyL_on a reappraised annual rental value. However, if the d i r e c­

tor of the division of lands determines that residential development is 

the best use of the land, the reappraisal p eriod may be lengthened or 

the readjustment waived in accordance with regulations adopted by the

department. Before a w aiver of rental adjustment is issued, che land 

3hall have a current reappraisal. A w aiver is valid only if residential 

d evelopment actually occurs, and only if nec e s s a r y  for obtaining p r i mary

long-term financing. The regulations adopted under this section shall

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

HB 387
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(b) 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, in writing, to be bound by this Act. Wh e n  a lessee 

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

a n e w  lease w i t h  the lessee for a term equal to the full period of the 

original lease w h i c h  is being terminated that is consistent w i t h  the pro­

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

the state, the fair market value of the property wh i c h  is used to establish 

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

exceed the fair market value as it was last appraised on or before January 1, 

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

of the fair m arket value at the time the lease was entered into. /  ^

Sec. 5. This Act takes effect immediately in accordance with AS 01.10.- 

070(c). OjxJ

HB 387 - 4 -
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I N B K M I T M K X T

/
JAY S. HAMMOND, GOVERNOR

DIVISION OF I. AN OS / 323 f. 4TH AVENUE- ANCHOR AGE S950I

April 19, 1977

Governor Jay S. Hammond 

Pouch A
Juneau, Alaska 99311 

Dear Governor Hammond:

The Governor's Ad Hoc Advisory Committee on State Land Practices and Procedures is 

pleased to present its final report and recommendations on state land practices and 

procedures. The Committee has met for 93 hours over a six-month period (including 
two evening work sessions and two evening public hearings), as well as spending a 

considerable amount of individual time in arriving at the material in this document. 

Along with stating general concerns, the Committee has made recommendations to effect 

the following: extensive improvement in the leasing system, including a recommended
new lease form; provide predictability in appraisals and reappraisals; improve account­

ing and administrative procedures; provide flexibility and simplicity in disposal 

transactions; establish a system for land appeals/protests; and improve trust land 
management.

Perhaps the principal achievement of the Committee is the idea of a new leasing pro­
gram for the State. The attached lease form, recommended for adoption, and a majority 
of the recommendations and statute and regulation changes contained in this report, 

would be instrumental in implementing a new program beneficial to both State and 
lessee, and are directed to that end.

We, the undersigned, submit this report as being in the best interests of the State 

and its clients. This report represents a consensus of the majority of the panel. 

Qualifying statements from those individuals who differ with specific portions of 
this report are attached.

The Committee appreciated the opportunity to serve on this panel.

- V

Hubert J. Gellert

Theodore G. Smith

/
/

Herbert C. Lang





1211 WEST 27th AVENUE 
(907) 274-8638

P.O. BOX 4-N 
ANCHORAGE, ALASKA 99509

A p r i l  1 5 ,  1977

T h e  H o n o r a b l e  J a y  S. H a m m o n d  
G o v e r n o r ,  S t a t e  of  A l a s k a  
P o u c h  "A"
J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  G o v e r n o r :

A s  a m e m b e r  of  t h e  A d  H o c  A d v i s o r y  C o m m i t t e e  o n  S t a t e  L a n d  
P r a c t i c e s  a n d  P r o c e d u r e s ,  I w i s h  t o  m a k e  t h e  f o l l o w i n g  
c o m m e n t  o n  o u r  f i n a l  r e p o r t  o f  A p r i l  1977.

I do  a g r e e  w i t h  t h e  c o m m i t t e e ' s  r e p o r t  a n d  s t a n d  b e h i n d  it 
w i t h  o n e  r e s e r v a t i o n .  I do n o t  p r e t e n d  to h a v e  a n  a n s w e r  
b u t  o n l y  c o n c e r n .  I f e e l  t h a t  t h e  l e a s e  r e n t a l  i n c r e a s e s  
b e i n g  l e f t  o p e n  w i t h  a p o s s i b l e  i n c r e a s e  e v e r y  f i v e  y e a r s  to 
1 0 D p e r c e n t  is t o o  m u c h  o f  a h a r d s h i p  o n  a n  i n d i v i d u a l  
l e a s i n g  la n d s .  I w o u l d  t h i n k  b y  h a v i n g  a n  o p e n  e n d e d  i n ­
c r e a s e  it w o u l d  p u t  an e x t r a o r d i n a r y  h e a v y  b u r d e n  o n  t h e  
l e s s o r  for t h e  p u r p o s e  o f  f i n a n c i n g  a n y  o n e  p r o j e c t  f o r  the 
s i m p l e  r e a s o n  t h e  b a n k s  w o u l d  n e v e r  k n o w  v/hat t h e  l e s s o r  
w o u l d  u l t i m a t e l y  h a v e  to p a y  for the l e a s e .  A g a i n ,  I s t a t e  
to y o u  t h a t  I h a v e  no  a n s w e r  f o r  the b e s t  p o s s i b l e  s o l u t i o n ,  
b u t  o n l y  a g r e a t  c o n c e r n  t h a t  I h o p e  i s  g i v e n  m u c h  m o r e  
c o n s i d e r a t i o n  b e f o r e  a f i n a l  b i l l  is passed'■through t h e  
l e g i s l a t o r .

I a p p r e c i a t e  t h e  o p p o r t u n i t y  y o u  h a v e  g i v e n  m e  i n  s e r v i n g  
w i t h  t h i s  c o m m i t t e e .

S i n c e r e l y ,

n u n a  m a n a g e r  

c c :
R e p r e s e n t a t i v e  A l v i n  O s t e r b a c k  
H o u s e  R e s o u r c e s  C o m m i t t e e

T h e o d o r e  G. S m i t h ,  C o - C h a i r m a n



15 Apri1 1977

T h e  H o n  J a y  S  H a m m o n d  
G o v e r n o r ,  S t a t e  o f  A l a s k a  
J u n e a u ,  A l a s k a  9 9 8 0 1

D e a r  G o v e r n o r  H a m m o n d

I t  i s  w i t h  r e g r e t  t h a t  I a m  o b l i g e d  t o  f i l e  a  m i n o r i t y  r e p o r t  w h i c h  
s u b s t a n t i a l l y  d i s a g r e e s  w i t h  t h a t  o f  s o m e  m e m b e r s  o f  t h e  A d  H o c  A d v i s o r y  
C o m m i t t e e  o n  S t a t e  L a n d  P r a c t i c e s  t h a t  y o u  e s t a b l i s h e d  i n  O c t o b e r .

M y  h u m b l e  o p i n i o n  i s  t h a t  t h e  m o r e  v o c a l  m e m b e r s  o v e r l y  i n v o l v e d  
t h e m s e l v e s  w i t h  m i n u t e  a d m i n i s t r a t i v e  d e t a i l s  w h i l e  t r y i n g ,  a s  t h e y  s a i d ,  
t o  " m a x i m i z e  t h e  m o n e t a r y  r e t u r n "  t o  t h e  S t a t e .  A s  a  r e s u l t  t h e y  
c o m p l e t e l y  f a i l e d  t o  r e c o g n i z e  t h a t  u n i m p r o v e d  l a n d  b y  i t s e l f  w i l l  n e v e r  
p r o v i d e  t h e  S t a t e  w i t h  a  s u b s t a n t i a l  r e t u r n .  O n  t h e  o t h e r  h a n d ,  d e v e l o p ­
m e n t  o f  t h e  l a n d  i s  t h e  e s t a b l i s h e d  v e h i c l e  b y  w h i c h  j o b s  a r e  p r o v i d e d  
a n d  t a x  r e v e n u e  a c c r u e  t o  b o t h  t h e  S t a t e  a n d  l o c a l  g o v e r n m e n t s .  T h i s  i s  
w h y  t h e  S t a t e  i n i t i a l l y  e n t e r e d  t h e  l a n d  l e a s e  b u s i n e s s .

A s  p r o p o s e d  b y  t h e  C o m m i t t e e ,  t h e  l e a s e  p r o c e d u r e s  a r e  c u m b e r s o m e  a n d  t h e  
l e a s e  f o r m s  r e s t r i c t i v e .  T h e y  d o  n o t  r e f l e c t  l a n d  l e a s e  p r a c t i c e s  i n  t h e  
p r i v a t e  s e c t o r  i n  t h a t  t h ' / . y  a r e  p a t t e r n e d  a f t e r  l e a s e s  f o r  i m p r o v e d  
p r o p e r t y .  T h e  d i f f e r e n c e s ,  o f  c o u r s e ,  i s  t h a t  a n  i n d i v i d u a l  w h o  i m p r o v e s  
l a n d  c a n n o t  r e m o v e  h i s  w a r e h o u s e ,  r e s i d e n c e ,  c a b i n ,  o r  r o a d s  i f  t h e  l a n d  
l e a s e  r a t e s  a r e  i n c r e a s e d  e x c e s s i v e l y  a s  h a s  b e e n  d o n e .  O n  t h e  o t h e r  
h a n d ,  f u r n i t u r e  a n d  f i x t u r e s  b y  t h e m s e l v e s  c a n  b e  . e ' o c a t e d  w i t h  l i t t l e  
1 o s s .

1 b e l i e v e  t h a t  t h e  s t a t u t o r y  p r o v i s i o n s  p r o p o s e d  b y  t h e  a d m i n i s t r a t i o n  
a n d  b a s e d  o n  t h e  C o m m i t t e e ' s  i n t e r i m  ■e p o r t  w i l l  e f f e c t i v e l y  e n d  t h e  
S t a t e ' s  l e a s e  p r o g r a m  a s  f a r  a s  n e w  l e a s e s  a r e  c o n c e r n e d .  T h e  A c t  
d e f i n i t e l y  r u l e s  o u t  H . U . D .  f i n a n c i n g  a n d  m a k e s  c o n v e n t i o n a l  f i n a n c i n g  
q u e s t i o n a b l e  t o  i n d i v i d u a l s  w h o  c a n n o t  b a c k  u p  a  l o a n  w i t h  a  s u b s t a n t i a l  
b a l a n c e  s h e e t .

A  s e c o n d  p o i n t ,  a n d  m o s t  i m p o r t a n t ,  i s  t h e  f a c t  t h a t  t h e  c o m m i t t e e  h a s  
c o m p l e t e l y  f a i l e d  t o  o f f e r  y o u  m e t h o d s  w h e r e b y  y o u  c a n  o f f e r  r e l i e f  t o  
t h e  m a n y  l e a s e  h o l d e r s  w h o  h a v e  b e e n  s u b j e c t e d  t o  u n r e a s o n a b l y  h i g h  l a n d  
l e a s e  r a t e  i n c r e a s e s  d u r i n g ,  i n c i d e n t a l l y ,  a  p e r i o d  w h e n  m o s t  p r i v a t e  
l a n d l o r d s  w e r e  r e s t r i c t e d  b y  r e n t  c o n t r o l s .

P l e a s e  n o t e  S e c t i o n  3 8 . 0 5 . 1 0 6  o f  t h e  p r o p o s e d  a c t  ( H . B .  N o .  3 8 3 ) .  T h i s  
p r o v i d e s  f o r  a n  i n d i v i d u a l  t o  c o n v e r t  a n  e x i s t i n g  l e a s e  t o  t e r m s  i n  a  
n e w  d o c u m e n t  b u t  C a t c h  22  i s  i n  p a r a g r a p h  c .  T h i s  s a y s  " a n n a u l  r e n t a l  
v a l u e  a t  c o n v e r s i o n  s h a l l  b e  b a s e d  o n  t h e  m o s t  r e c e n t  r e a p p r a i s a l . "
T h i s ,  o f  c o u r s e ,  i f  a d o p t e e  w o u l d  m e a n  n o  r e l i e f  f r o m  t h e  1 0 0 0 $  p l u s



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

A D L  o f f i c i a l s  w i l l  t e l l  y o u  t h a t  t h e  p r o p o s e d  B o a r d  o f  L a n d  A p p e a l s  i s  
t h e  s o u r c e  o f  r e l i e f .  T h i s  m a y  o r  m a y  n o t  b e  t h e  c a s e .

G o v e r n o r  H a m m o n d ,  i t  i s  m y  h o p e  t h a t  y o u r  s c h e d u l e  w i l l  a l l o w  y o u  t o  
p e r s o n a l l y  l o o k  i n t o  t h i s  p r o b l e m  w h i c h  r e q u i r e s  a  s o l u t i o n  b e ' o r e  t h i s  
l e g i s l a t i v e  s e s s i o n  e n d s .

I urge you to withdraw the administration House Bill No. 383 and look 
toward other proposed legislation such as Senate Bill 159 for your 

solutions.

R e s p e c t f u l l y  s u b m i t t e d



/ JAY S. HAMM OHO, COVERHOH

D E K t l t T M E X T  O F  N A T U R A L  i t K S O U U C E S /
DIVISION OF LANDS 1 323 f. 4TH AVFNUF -  ANCHORABF 93501

April 19, 1977

Governor Jay S. Hammond 

Pouch A
Juneau, Alaska 99811 

Dear Governor Hammond:

I concur with the attached report with one exception. The 

cornin'ttee recommends on page 14 that the various trusts be 

free to contract with private individuals for management of 
trust lands. I do not helieve that such a fragmentation of 

land management responsibilities is desirable. I fear that 

rather than making the management more effective, it would 

merely become more costly.

I concur that improvements in the trust land management pro­
gram are needed and feel that the recommendations contained 

in the balance of this report will do a great deal to achieve 

such improvements.

Yours truly,

Theodore G. Smith, Director 

Land and Hater Management
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I. S U M M A R Y  0 ?  T H E  C O M M I T T E E ' S  F O R M A T I O N ,  
M I S S I O N ,  A N D  A C C O M P L I S H M E N T S

O n  O c t o b e r  8, .1976 t h e  G o v e r n o r ' s  A d  H o c  A d v i s o r y  C o m m i t t e e  

o n  S t a t e  L a n d  P r a c t i c e s  a n d  P r o c e d u r e s  m e t  f o r  t h e  f i r s t  

t i m e .  T h e  m i s s i o n  o f  t h e  c o m m i t t e e  w a s  o u t l i n e d  b y  G u y  M a r t i n ,  

C o m m i s s i o n e r  o f  t h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s .  H e  

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

p a n e l  t o  f i n d  n e w  w a y s  t o  i m p r o v e  s t a t e  .land p r a c t i c e s  a n d  

p r o c e d u r e s ,  n o t  t o  s e t  p o l i c y  b u t  t o  a d d r e s s  t h e  l e g a l  a n d  

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

s h i p s .  J u d g m e n t s ,  crit.ic.isms, a n d  n e w  r e c o m m e n d a t i o n s  w e r e  

t o  b e  e f f e c t e d .  M i c h a e l  C. T .  S m i t h ,  D i r e c t o r  o f  t h e  

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

t h a t  t h e  c o m m i t t e e  s h o u l d :

1) c o n s i d e r  p r i m a r i l y  r e v e n u e  p r o d u c t i o n ,  a s  o p p o s e d

t o  s o c i a l  b e n e f i t s ,  i n  i t s  a n a l y s i s ;

2 ) m a k e  n o  a s s u m p t i o n s  a s  t o  s t a t e  p o l i c y  r e g a r d i n g

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

o t h e r  d i s p o s a l s ;  a n d

3) r e c o m m e n d  c h a n g e s  t h a t  w i l l  b e  a p p l i c a b l e  t o  a n y  

’l i k e l y  s t a t e  l a n d  p o l i c y .

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

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

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

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

c o n s i d e r a b l e  t i m e  a n d  e f f o r t .  C o r r e c t  i d e n t i f i c a t i o n  o f  a 

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

s o l v i n g  it. P e r h a p s  t h e  g r e a t e s t  s u c c e s s  o f  t h e  c o m m i t t e e  

w a s  d i s c e r n i n g  f r o m  D i v i s i o n  o f  L a n d s  p e r s o n n e l  a n d  s t a t e  

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

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

p o l i c y  a n d  p r o c e d u r e s  f o r  l a n d  d i s p o s a l s  a n d  c o n t r a c t u a l ,  
r e l a t i o n s h i p s .  T h e  c o m m i t t e e  d i d  m a k e  s i g n i f i c a n t  r e c o m ­
m e n d a t i o n s  to e f f e c t  c h a n g e s  .in s t a t u t e s ,  r e g u l a t i o n s ,  a n d  
D i v i s i o n  p r o c e d u r e s  a n d  p o l i c y .  T h e  l e a s e  f o r m  u s e d  b y  the 
S t a t e  war; r e v i s e d ,  t o  i n c l u d e  t e r m s  a n d  c o n d i t i o n s  t h a t  w o u l d  
o f f e r  b e n e f i t s  t o  b o t h  t h e  S t a t e  a n d  t h e  l e s s e e .  T h e  r e c o m ­

m e n d a t i o n s  o f  t h e  c o m m i t t e e  .in g e n e r a l  g i v e  t h e  S t a t e  m o r e  

f l e x i b i l i t y  t o  r e s p o n d  t o  c l i e n t  n e e d s .  D o t h  c l i e n t  a n d  

S t a l e  w i l l  b e n e f i t  g r e a t l y  i f  t h e  c o m m i t t e e ' s  r e c o m m e n d a t i o n s  

a r e  c a r r i e d  o u t .  T h e  m i s s i o n  o f  t h e  c o m m i t t e e  h a s  b e e n  

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



S e l e c t e d  a r e a s  w e r e  c o v e r e d ,  s p e c i f i c a l l y  t h o s e  of s a l e s  and 
l e a s i n g .  T h e  c o m m i t t e e  s t a t e s  t h a t  t h i s  r e p o r t  is n o t  
m e a n t ,  by a n y  m e a n s ,  to be a l l - i n c l u s i v e .



I I .  T H E  I N D I V I D U A L S  ON  T H E  C O M M I T T E E

T h e  ind.ividua.la w h o  n e r v e d  o n  t h e  c o m m i t t e e  v o l u n t e e r e d  

c o n s i d e r a b l e  t i m e  a n d  e f f o r t .  E a c h  m e m b e r  w a s  s e l e c t e d  o n  

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

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

M i k e  C o l l e t t a  - S t a t e  S e n a t o r .

H u g h  G e l l e r t  - P r e s i d e n t  o f  B e a r  F r i t z ,  I n c . ,  a  l a n d  

d e v e l o p m e n t  c o m p a n y  w i t h  ..interests i n  A n c h o r a g e  
a n d  t h e  K e n a i  P e n i n s u l a .

G r a n t  G i e s l e r  -  V i c e  P r e s i d e n t  o f  A l a s k a  M u t u a l  S a v i n g s  

B a n k  ( r e s i g n e d  1 / 5 / 7 7 ) .

H e r b  L a n g  -  P r e s i d e n t  o f  A n c h o r a g e  S a n d  a n d  G r a v e l  

( j o i n e d  t h e  c o m m i t t e e  1 / 6 / 7 7 ) .

J a m i e  L o v e  - D i r e c t o r  o f  t h e  A l a s k a  P u b l i c  I n t e r e s t  

R e s e a r c h  G r o u p  ( A k P I R G ) .

D a v i d  M c C a b e  - P r i v a t e  A p p r a i s o r .

V7.ill.iam M a c k  - C h a i r m a n  of- t h e  A l a s k a  L a n d  a n d  L e a s e  
H o l d e r s  A s s o c i a t i o n .

C a r l  M a r r s  - I.and M a n a g e r  f o r  C o o k  I n l e t  R e g i o n ,  Inc .

J o h n  N o r m a n  - A t t o r n e y  s p e c i a l i z i n g  i n  t h e  a r e a  o f  

c o r p o r a t e  a n d  n a t u r a l  r e s o u r c e s  l a w .

L i d i a  S e l k r c g g  - A n c h o r a g e  A s s e m b l y w o m a n ;  P r o f e s s o r  

o f  R e g i o n a l  P l a n n i n g  at. t h e  A r c t i c  E n v i r o n m e n t a l  

I n f o r m a t i o n  a n d  D a t a  C e n t e r  i n  A n c h o r a g e .

T h e o d o r e  G. S m i t h  - F o r m e r  S t a t e  R e p r e s e n t a t i v e ;  

p r e s e n t  D i r e c t o r  o f  t h e  S t a t e  D i v i s i o n  o f  L a n d  
a n d  W a t e r  M a n a g e m e n t .



I I I .  COMMITTEE WORK PROCESS

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

w e r e  o p e n  t o  t h e  p u b l i c .  M e e t i n g s  w e r e  h e l d  w e e k l y  f r o m  

O c t o b e r  8, 1 9 7 6  t o  M a r c h  30, 1 9 7 7  w i t h  t h e  e x c e p t i o n  o f

1 2 / 1 7 / 7 6  - 1 / 9 / 7 7 ,  w h e n  t h e  c o m m i t t e e  r e c e s s e d  f o r  t h e  h o l i ­
d a y s .  T w o  a d d i t i o n a l  e v e n i n g  w o r k  s e s s i o n s  w o r e  h e l d ,  a n d  

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

. 1 2 / 1 / 7 0  a n d  3 / 3 / 7 7 .  T h e  m e e t i n g s  w e r e  l o o s e l y  s t r u c t u r e d  t o  
a c c o m m o d a t e  t h o s e  a t t e n d i n g  a n d  t o  p r o v i d e  t i m e  f o r  p u b l i c  

c o m m e n t .

T h e  c o m m i t t e e  a d d r e s s e d  t h e  a r e a  o f  s a l e s  i n  i t s  f i r s t  

s e s s i o n s  a n d  p r o c e e d e d  t o  t h e  a r e a  o f  l e a s e s  i n  t h e  l a t e r  

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

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

s p e c i a l i z e d  k n o w l e d g e  w e r e  i n v i t e d .  A  g r e a t  d e a l  o f  s u p p o r t  

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

S t a t e  D i v i s i o n  o f  L a n d s  a n d  t h e  D e p a r t m e n t  o f  Lav/. C o n ­

s i d e r a b l e  t i m e  w a s  s p e n t  i n  i n f o r m a t i o n  g a t h e r i n g .  T h e  
D i v i s i o n  o f t e n  w a s  r e q u e s t e d  to p r o v i d e  i n f o r m a t i o n  o n  

c u r r e n t  p r o c e d u r e s .  C o n s i d e r a b l e  i n f o r m a t i o n  o n  D i v i s i o n  

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

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

m o t i o n s  w h i c h  w e r e  v o t e d  o n  b y  m a j o r i t y  v o t e  a t  t h e  m e e t i n g s .  

R e c o m m e n d a t i o n s  w e r e  m a d e  f r e e l y  a s  e a c h  s u b j e c t  a r e a  w a s  

e x p l o r e d .

M a n y  m e e t i n g s ,  i n c l u d i n g  t h e  tv/o e v e n i n g  p u b l i c  c o m m e n t  

s e s s i o n s ,  w e r e  a d v e r t i s e d  i n  t w o  n e w s p a p e r s .  P r e s s  r e l e a s e s  

a n d  n e w s p a p e r  a r t i c l e s  a p p e a r e d  l o c a l l y .  M a s s  m a i l o u t s  

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

l i s t s  o f  m e e t i n g  d a t e s  w e r e  av.ilab.le a t  a l l  s e s s i o n s .  T h e  

, i n t e r e s t e d  p u b l i c  w a s  e n c o u r a g e d  t o  c o n t a c t  trie D i v i s i o n  o f

L a n d s  w i t h  a n y  v e r b a l  o r  w r i t t e n  q u e s t i o n s  a n d  c o m m e n t s .
C o p i e s  o f  m a t e r i a l s  u s e d  b y  t h e  c o m m i t t e e  w e r e  a v a i l a b l e  to 
t h e  p u b l i c  a n d  p u b l i c  c o m m e n t  w a s  s p e c i f i c a l l y  t a k e n  o n  t h e  

c o m m i t t e e ' s  i n t e r i m  r e c o m m e n d a t i o n s  a n d  d r a f t  b i l l  t o  t h e  

G o v e r n o r .

A l m o s t  a l l  s e s s i o n s  w o r e  t a p e  r e c o r d e d  in t h e i r  e n t i r e t y .  

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

m a k e  c o p i e s  o f  t h o s e  taper, b y  c o n t a c t i n g  t h e  D i v i s i o n  o f  

L a n d s .

!



XV. FINDINGS AND RECOMMENDATIONS OF THE COMMITTEE

T h e  f i n d i n g s  of: t h e  c o m m i t t e e  w o r e  n u m e r o u s  b u t  c a n  b e  

g r o u p e d  i n t o  m a j o r  c a t e g o r i e s :

1) S t a t e  l e s s e e s  a r e  d i s s a t i s f i e d  w i t h  t h e  s t a t e  

i n t e r p r e t a t i o n  o f  l e a s e  c o n t r a c t  t e r m s ,  e s p e c i a l l y  

t h o s e  r e l a t i n g  to a p p r a i s a l .  M a n y  l e s s e e s  t e s t i ­
f i e d  b e f o r e  t h e  c o m m i t t e e :  a s  to t h e i r  g r i e v a n c e s .

2) T h e  D i v i s i o n ' s  r e g u l a t i o n s  c o v e r i n g  s a l e s  a n d  

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

s t a t u t e s  i n  s o m e  c a s e s .

3) T h e  S t a t e ' s  l e a s e  c o n t r a c t  f o r m  is n o t  i n  l i n e  

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

i n  it.

4) S o m e  s t a t e  s t a t u t e s  i n  T i t l e  3 R . 0 5  a r e  v a g u e  a n d  

u n c l e a r .

5) P a y m e n t  m e t h o d s  f o r  s t a t e  s a l e s  c o n t r a c t s  d o  n o t  

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

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

T h e s e  f i n d i n g s  o u t l i n e  t h e  b a s i s  f o r  t h e  c o m m i t t e e ' s  r e c o m ­

m e n d a t i o n s  w h i c h  f o l l o w .

T h e  r e c o m m e n d a t i o n s  o f  t h e  c o m m i t t e e  c o n c e r n  s t a t u t e ,  p o l i c y ,  

a n d  r e g u l a t i o n  c h a n g e s ,  a n d  c a n  b e  g r o u p e d  b y  t o p i c .

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

1. T h e  c o m m i t t e e  w i s h e s  to n o t e  t h a t  in t h e  c o u r s e  o f  

p u b l i c  t e s t i m o n y  .it w a s  a p p a r e n t  t h a t  D i v i s i o n  of 
A v i a t i o n  l e s s e e s  h a d  s i g n i f i c a n t  p r o b l e m s  w i t h  t h e i r  

c u r r e n t  l e a s e s .  T h i s  s u b j e c t  w a s  n o t  w i t h i n  t h e  s c o p e  
o f  t h e  c o m m i t t e e ' s  d e l i b e r a t i o n s  a n d ,  t h e r e f o r e ,  n o t  
a d d r e u s e d .

2. T o  c o m p l y  w i t h  n o w  s t a t u t e s  t h e  c o m m i t t e e  r e c o m m e n d s  a 

m a j o r  o v e r h a u l  o f  D i v i s i o n  o f  L a n d s  r e g u l a t i o n s .  T h e  

c o m m i t t e e  h a s  f o u n d  m a n y  o f  t h e  r e g u l a t i o n s  n o w  in 
e f f e c t  t o  be o u t d a t e d  a n d  s u p e r s e d e d  b y  s t a t u t e s .



J. T h e  c o m m i t  t o e  r e c o m m e n d s  t h a t  t h e  L e g i s l a t u r e  a p p l y  t h e  

prov.is.ionc f o u n d  in T i t l e  38 t o  t h o s e  i n  T i t l e  3,

T i t l e  19, a n d  T i t l e  35. T h e  r a t i o n a l e  w o u l d  b e  to m a k e  

l a n d  .laws u n i f o r m  a m o n g  t h e  D i v i s i o n  o f  A v i a t i o n ,

D e p a r t m e n t  o f  H i g h w a y s ,  a n d  D i v i s i o n  o f  L a n d s .

•1. L o o k i n g  t o  t h e  f u t u r e ,  w h e n  t h e  D i v i s i o n  a p p r a i s a l

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

t h a t  a l l  ( or a.l.l s i g n i f i c a n t . )  a p p r a i s a l s  b e  d o n e  b y  

c o n t r a c t  a p p r a i s e r s ,  w i t h  t h e  D i v i s i o n  a p p r a i s e r s  
f u n c t i o n i n g  a s  r e v i e w  a p p r a i s e r s .

5. T h e  c o m m i t t e e  s t a n d s  o p p o s e d  t o  S e n a t e  B i l l  2 3 4 ,  s i n c e  

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

p r e s e n t  l e g i s l a t i o n ;  t h e  c o m m i t t e e  f i n d s  S B  2 3 4  n o t  in 

t h e  b e s t  i n t e r e s t s  o f  t h e  S t a t e  o r  t h e  l a n d  m a n a g e m e n t  
o f  t h e  S t a t e .

I n  o r d e r  t o  p r o v i d e  p r e d i c t a b i l i t y  i n  a p p r a i s a l s  a n d  r e a p p r a i s a l s

f o r  t h e  b e n e f i t  o f  t h e  S t a t e  .and t h e  p u b l i c ,  t h e  c o m m i t t e e

r e c o m m e n d s  t h e  f o l l o w i n g :

1. A t  p r e s e n t  m a n y  l e s s e e s  a r e  s u f f e r i n g  h a r d s h i p  d u e  to 

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

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

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

i;:nc> o f  t h e  a t t a c h e d  b i l l  a r e  r e c o m m e n d e d .  P r o v i s i o n  
f o r  o p t i o n a l  c o n v e r s i o n  o f  p r e s e n t  l e a s e s  t o  o n e s  t h a t  
w i l l  p l a c e  a c o i l i n g  o f  .1.00‘i o n  r e n t a l  i n c r e a s e s  e v e r y  

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

a n d  r e s o l v e  s a t i s f a c t o r i l y  t h e  p r e s e n t  c a s e s .  W i t h  a 
r e n t  c e i l i n g ,  l e a s e  r e n t a l  i n c r e a s e s  w i l l  b e  m o r e  

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

t h e  .lessee. ( T h e  A l a s k a  I n d u s t r i a l .  S u b d i v i s i o n  h e a r i n g  
p a n e l  r e c o m m e n d s  i n s u r i n g  p r e d i c t a b i l i t y  b y  p l a c i n g  

s o m e  c o n t r o l  o v e r  t h e  s i z e  o f  t h e  r e n t a l  i n c r e a s e  

t h r o u g h  u t i l i z a t i o n  o f  a c e i l i n g  o n  t h e  s i z e  o f  t he 
i n c r e a s e  i n  r e n t a l  e v e r y  f i v e  y e a r s . )

S e c t i o n s  8 a n d  9 o f  t h e  a t t a c h e d  b i l l  w i l l  a c c o m p l i s h  
t h e  a b o v e  r e c o m m e n d a t i o n s .

2. T h e  c o m m i t t e e  r e c o m m e n d s  t h a t  l a n d  o f f e r e d  o v e r  t he 
c o u n t e r  b e  r e v i e w e d  a t  9 0  to 1 2 0  d a y  i n t e r v a l s  t o  d e ­
t e r m i n e  i f  a n  . i n c r e a s e  i n  v a l u e  h a s  o c c u r r e d .  T h i s  

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

b y  p r o g r e s s i v e  c h a n g e s  in t h e  m a r k e t .

L e c t i o n  10 o f  t h e  a t t a c h e d  b i l l  w o u l d  a c c o m p l i s h  t h i s .



■

3. Since; p u b l i c  n o t i c e  is c o v e r e d  i n  A S  3 0 . 0 5 . 3 4 5  t h e  
c h a n g e  to " a p p r a i s a l "  f o r  A S  3 8 . 0 5 . 3 1 0  i s  w a r r a n t e d  b y  

i t s  p r e s e n t  c o n t e n t .  T h e  c o m m i t  t e c  r e c o n i m e n d s  t h a t  

l a n d  m a y  b e  a p p r o  i.sed H i 0 d a y s  i n  a d v a n c e  o f  a  s a l e  o r  

l e a s e .  T h e  c h a n g e  f r o m  9 0  t o  1 2 0  d a y s  w o u l d  b e  d e ­
s i r a b l e  i n  t h a t  m i n i m u m  b i d  i n f o r m a t i o n  c o u l d  b e  g i v e n  

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

l e a s e  a u c t i o n .  I n  a d d i t i o n  1.1 A A C  5 4 . 1 4 0  s h o u l d  b e  
r e p e a l e d .

S e c t i o n  1 0  o f  t h e  a t t a c h e d  b i l l  w i l l  a c c o m p l i s h  t h i s .

4. I n  o r d e r  t o  p r o v i d e  a  w o r k a b l e  s o l u t i o n  t o  t h e  p r o b l e m s  

o f  c o n f i d e n t i a l i t y  o f  a p p r a i s a l  d a t a ,  t h e  c o m m i t t e e  

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

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

5. T h e  c o m m i t t e e  b e l i e v e s  t h a t  t h e  w o r d  " p r i m a r i l y "  m a y  

i m p l y  s p e c i a l  c o n s i d e r a t i o n  t o  s o m e  l e s s e e s .  I n  o r d e r  

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

r e c o m m e n d s  t h a t  t h e  w o r d  " p r i m a r i l y "  b e  s t r i c k e n .  
D e l e t i n g  " p r i m a r i l y "  w o u l d  c l a r i f y  t h e  b a s i s  f o r  

r e a p p r a i s a l .  ( T h i s  w a s  a l s o  r e c o m m e n d e d  b y  t h e  A l a s k a  

I n d u s t r i a l  S u b d i v i s i o n  h e a r i n g  p a n e l . )
h i

S e c t i o n  9 o f  t h e  a t t a c h e d  b i l l  w i l l  a c c o m p l i s h  t h i s .

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

a n d  to protect: t h e  S t a t e ,  t h e  p u r c h a s e r  a n d  t h e  l e s s e e ,  t h e  

f o l l o w i n g  a r e  r e c o m m e n d e d :

.1. T h e  c o m m i t t e e  r e c o m m e n d s  t h a t  t h e  D i v i s i o n  o f  L a n d s

h a v e  t h e  o p t i o n  o f  r e q u i r i n g  a l l  s a l e s  c o n t r a c t s  o v e r

5 4 0 0 . 0 0  p e r  y e a r  to b e  p a i d  i n  q u a r t e r l y  i n s t a l l m e n t s  

i n s t e a d  o f  a n n u a l  i n s t a l l m e n t s .  I t  i s  t h e  c o m m i t t e e ' s  

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

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

w o u l d  r e q u i r e  a c h a n g e  i n  A S  3 8 . 0 5 . 0 G 5  w i t h  t h e  p r e s e n t  

a n n u a l  p a y m e n t s  d e l e t e d  a n d  t h e  q u a r t e r l y  p a y m e n t  

p r o v i s i o n  a d o p t e d  in i t s  p l a c e .

S e c t i o n  3 o f  t h e  a t t a c h e d  b i l l  w o u l d  a c c o m p l i s h  t h i s .

2. T h e  committee.' r e c o m m e n d s  t h a t  a  $ 1 0 . 0 0  f e e  c h a r g e  to 

c o v e r  a d m i n i s t r a t i v e  c o s t s  b e  g i v e n  to t h o s e  w h o  m a k e  

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

c h a r g e s  a n d  i s  r e c o m m e n d e d  t o  p r o t e c t  t h e  S t a t e ' s  

i n t e r e s t s .

..V.



T h e  coinm.i. 1:t:oci r e c o m m e n d s  . i n s t i t u t i n g  d e f a u l t  c h a r g e s  

f o r  l a t e  aa.le o r  .lease p a y m e n t s .  A t  p r e s e n t ,  t h e r e  

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

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

d e l i n q u e n t  p a y m e n t s  a n d  p e n a l t y  c h a r g e s  t o  p a y m e n t s  

d e l i n q u e n t  m o r e  t h a n  30 d a y s .  T h e  n o t i f i c a t i o n  c h a r g e  

w o u l d  b e  $ 5 . 0 0  f o r  t h e  f i r s t  n o t i c e ,  $ 2 0 . 0 0  f o r  t h e  

s e c o n d  n o t i c e  a n d  a  p e n a l t y  c h a r g e  o f  6 p e r c e n t  o f  t h e  

p a y m e n  t .

I t  i s  s u g g e s t e d  t h a t  t h e  f e e  c h a r g e s  b e  a d o p t e d  a s  a 

r e g u l a t i o n  u n d e r  a u t h o r i t y  o f  A S  3 8 . 0 5 . 0 3 5 ( 4 ) ( 5 )  a s  

f o l l o w s :

1 1  A A C  5 4 . 3 G 5 .  D e l i n q u e n t  P a y m e n t s .

I n  t h e  e v e n t  o f  a  d e l i n q u e n t  p a y m e n t ,  t h e  f o l l o w i n g  

c h a r g e s  w i l l  a p p l y :

1. A  $ 1 0 . 0 0  p e n a l t y  f o r  p a y m e n t  w i t h  a  c h e c k

t h a t  i s  r e t u r n e d .

2. A  $ 5 . 0 0  p e n a l t y  f o r  n o t i f i c a t i o n  o f  p a y m e n t s

o v e r  t h i r t y - f i v e  d a y s  l a t e .

.3. A  $ 2 0 . 0 0  p e n a l t y  f o r  a  s e c o n d  n o t i f i c a t i o n  o f

p a y m e n t s  m o r e  t h a n  f i f t y  d a y s  l a t e .

4. A  p e n a l t y  o f  6 p e r c e n t  o f  t h e  r e n t a l  o r  s a l e

p a y m e n t  f o r  p a y m e n t s  d e l i n q u e n t  b y  m o r e  t h a n  

t h i r t y  d a y s .

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

e n d  o f  1.1. A A C  5*1.190: U p o n  e x e c u t i o n  o f  t h e  c o n t r c ; c t
o f  s a l e  t.he d i r e c t o r  s h a l l  c a u s e  t h e  o r i g i n a l  c o p y  o f  

t h e  c o n t r a c t  to b e  r e c o r d e d  i n  t h e  r e c o r d i n g  d i s t r i c t  

w h e r e i n  t h e  p r o p e r t y  i s  l o c a t e d .

T h e  c o m m i t t e e  r e c o m m e n d s  that. 1.1 A A C  5 C . 4 9 0  h a v e  a  

s e c t i o n  . 4 9 5  a d d e d :  U p o n  e x e c u t i o n  o f  t h e  l e a s e  t h e
d i r e c t o r  s h a l l  c a u s e  t h e  o r i g i n a l  c o p y  o f  t h e  l e a s e  to 

h e  r e c o r d e d  in t h e  r e c o r d i n g  d i s t r i c t  w h e r e i n  t h e  

p r o p e r t y  i s  l o c a t e d .

The. c o m m i t t e e  r e c o m m e n d s  a d d i n g  i n  1.1 A A C  5 G . G 3 0  

l i e c o r d a t i o n  o f  A s s i g n m e n t s ,  M o d i f i c a t i o n s ,  C h a n g e s  in 

Hcml-a.l. o r  C a n c e l l a t i o n s :  U p o n  a n y  a s s i g n m e n t ,  m o d i ­
f i c a t i o n ,  c h a n g e  i n  r e n t a l  o r  c a n c e l l a t i o n ,  t h e  d i r e c t o r  

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

r e c i t e s  t h e  c h a n g e s  m a d e  in t h e  r e c o r d i n g  d i s t r i c t  i n  
w h i c h  t h e  p r o p e r t y  i s  l o c a t e d .



7. T h e  c o m m i t t e e  r e c o m m e n d s  t h a t  s o m e w h e r e  i n  11 A A C  58 a 

. s e c t i o n  b e  a d d e d :  F e e s  f o r  R e c o r d a t i o n .  T h e  D i v i s i o n
o f  L a n d s  s h a l l  a b s o r b  a n y  e x p e n s e  o f  r e c o r d i n g  a l l  

e x i s t i n g  c o n t r a c t s  o f  s a l e ,  l e a s e s ,  a s s i g n m e n t s ,  

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

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

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

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

8. T h e  c o m m i t t e e  r e c o m m e n d s  t h a t  t h e  A t t o r n e y  G e n e r a l  

d r a f t  f o r  i n t r o d u c t i o n  t o  t h e  n e x t  s e s s i o n  o f  t h e  

L e g i s l a t u r e  a  s t a t u t e  w h i c h  w i l l  r e q u i r e  a l l  s t a t e  
a g e n c i e s  d e a l i n g  i n  l a n d s  t o  r e c o r d  a n y  s u c h  t r a n s ­

a c t i o n  ( i n c l u d i n g  a n y  t r a n s a c t i o n  d e a l i n g  w i t h  p l a t s  

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

s o  r e c o r d  d o e s  n o t  i m p o s e  a n y  l i a b i l i t y  o n  t h e  S t a t e .

I n  o r d e r  t o  a c h i e v e  m o r e  f l e x i b i l i t y  a n d  s i y p l i c i t y  in 
h a n d l i n g  l a n d  d i s p o s a l  t r a n s a c t i o n s , t h e  f o  o w i n g  a r e  

r e c o m m e n d e d :

1. T h e  c o m m i t t e e  r e c o m m e n d s  t h a t  t h e  S t a t e  c h a r g e  a m a r k e t  
r a t e  o f  i n t e r e s t  i n  i t s  s a l e s  c o n t r a c t s .  T h e  i n t e r e s t  

r a t e ,  a t  p r e s e n t  61, i s  b e l o w  m a r k e t  l e v e l s  a n d  m a y  

h a v e  c o n t r i b u t e d  to i n f l a t e d  p r i c e s  a t  s t a t e  l a n d  
s a l e s .  B y  s e t t i n g  . i n t e r e s t  r a t e s  a t  m a r k e t  l e v e l s ,  t h e  

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

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

t r a c t s ,  n o  c h a n g e  i n  A S  3 8 . 0 5 . 0 6 5  w o u l d  b e  r e q u i r e d .

T h e  a d d i t i o n  o f  a  s t a t e m e n t  o f  m a r k e t  r a t e  in t h i s  

s t a t u t e  w o u l d  b e  d e s i r a b l e ,  h o w e v e r .

'
S e c t i o n  3 o f  t h e  a t t a c h e d  b i l l  w o u l d  a c c o m p l i s h  t h i s .

2 .  T h e  c o m m i t t e e  r e c o m m e n d s  t h a t  t h e  S t a t e  a d o p t  a s y s t e m  

o f  l e v e l  p a y m e n t s  in p l a c e  o f  d e c l i n i n g  p a y m e n t s  i n  i t s  

s a l e  c o n t r a c t s .  T h e  s y s t e m  o f  l e v e l  p a y m e n t s  is i n  

c o m m o n  u s e  .in t h e  b u s i n e s s  w o r l d ,  a n d  t h e  p a y m e n t  
f i g u r e s  a r e  e a s i l y  s e t  f o r t h  i n  a  c o n t r a c t .  T h e  d i s ­

a d v a n t a g e  o f  t h e  p r e s e n t  m e t h o d  i s  t h a t  i n t e r e s t  m u s t  

b e  r e c a l c u l a t e d  e v e r y  y e a r  a n d  t h e  p a y m e n t s  d e c r e a s e  
e a c h  y e a r .  F r o m  b o t h  t h e  S t a t e ' s  a n d  t h e  b u y e r s '  

v i e w p o i n t s ,  t h e  l e v e l  p a y m e n t  m e t h o d  w o u l d  b e  p r e f e r r e d .  

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

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

l e v e l  p a y m e n t s  w o u l d  r e q u i r e  a c h a n g e  i n  A S  3 8 . 0 5 . 0 6 5  
w i t h  t h e  p r e s e n t  s y s t e m  d e l e t e d  a n d  t h e  l e v e l  p a y m e n t  

s y s t e m  a d o p t e d  i n  i t s  p l a c e .
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S e c t i o n s  2 a n d  3 o f  t h e  a t t a c h e d  b i l l  w o u l d  a c c o m p l i s h  

t h i s .

T h e  c o m m i t t e e  r e c o m m e n d s  t h a t  i n  T i t l e  3 8 . 0 5  t h e  t e r m  
" f a i r  m a r k e t  v a l u e "  b o  u s e d  i n  p l a c e  o f  " f a i r  a p p r a i s e d  

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

to s e e  o n e  s t a n d a r d  t e r m  u s e d  t o  a v o i d  c o n f u s i o n  a n d  

m i s u n d e r s t a n d i n g .

S e c t i o n s  4, 5, 7, a n d  1 3  o f  t h e  a t t a c h e d  b i l l  w o u l d  

a c c o m p l i s h  t h i s .

T h e  c u r r e n t  p r o c e d u r e s  f o r  i n f o r m i n g  t h e  p u b l i c  o f  

s t a t e  l a n d s  t r a n s a c t i o n s  a r c  c o v e r e d  i n  A S  3 8 . 0 5 . 3 0 5  

a n d  A S  3 8 . 0 5 . 3 4 5 .  T h e  t w o  p r o c e d u r e s  d o  n o t  m e s h  i n  a 

c l e a r  m a n n e r .  T h e  c o m m i t t e e  r e c o m m e n d s  t h a t  t h e  p r o ­

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

e n o u g h  t o  . i n form t h e  p u b l i c  f u l l y  a n d  y e t  n o t  r e q u i r e  

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

S e c t i o n  1 1  o f  t h e  a t t a c h e d  b i l l  w i l l  a c c o m p l i s h  t h i s .

T h e  c o m m i t t e e  r e c o m m e n d s  t h a t  t h e  D i r e c t o r  b e  g i v e n  t h e  
a u t h o r i t y  t o  s e t  t h e  p a y m e n t  p e r i o d  f r o m  o n e  t o  t w e n t y  

y e a r s .  T h i s  t y p e  o f  f l e x i b i l i t y  w o u l d  a l l o w  t h e  S t a t e  

a n d  b u y e r s  g r e a t e r  m a r k e t  p o s s i b i l i t i e s .  T o  p r o v i d e  

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

A S  3 8 . 0 5 . 0 G 5  b e  d e l e t e d  a n d  r e p l a c e d  b y  t h e  o n e  t o  

t w e n t y  y e a r  p r o v i s i o n .

S e c t i o n  3 o f  t h e  a t t a c h e d  b i l l  w o u l d  a c c o m p l i s h  t h i s .

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

T h i s  i s  n e c e s s a r y  to p r e v e n t  f o r e c l o s u r e s  a s  t h e  o n l y  
r e m e d y  " o r  m i n o r  c o n t r a c t  v i o l a t i o n s .

S e c t i o n  3 o f  t h e  a t t a c h e d  b i l l  w o u l d  a c c o m p l i s h  t h i s .

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

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

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

l e a s e s  w i l l  b e  r e q u i r e d .  J.t i s  t h e  c o m m i t t e e ' s  r e c o m ­

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

f o r m s  b e  r e v i e w e d  b y  t h i s  c o m m i t t e e .



'i’lie r e c o m m e n d e d  l e a s e  f o r m  e n d  a t t a c h m e n t s  in A p p e n d i x  C  

a c c o m p l i s h  t h i s .

T h e  c o m m i t t e e  r e c o m m e n d s  t h a t  a l l  s t a t e  l e a s e s  to o t h e r  

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

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

T h e  c o m m i t t e e  r e c o m m e n d s  t h a t  s t a t e  g o v e r n m e n t  a g e n c i e s  

g e t  o u t  o f  r e s i d e n t i a l  l e a s i n g .

T h i s  r e f l e c t s  a p o l i c y  c h a n g e .

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

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

r e n t a l  i n c r e a s e s  a t  t h e  f i v e  y e a r  r e a p p r a i s a l  p e r i o d s  

n o t  e x c e e d  1 0 0  p e r c e n t  o f  t h e  p r i o r  e x i s t i n g  a n n u a l  
r e n t a l  r a t e .  T h i s  a c t i o n  w o u l d  i n c r e a s e  t h e  p r e d i c t ­
a b i l i t y  o f  t h e  l e s s e e ' s  p a y n e n t s .  T h e  s t a b i l i t y  t h u s  

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

S e c t i o n  8 o f  t h e  a t t a c h e d  b i l l  w o u l d  a c c o m p l i s h  t h i s .

T h e  d u r a t i o n  o f  ci l e a s e  a n d  t h e  e c o n o m i c  l i f e  o f  s u b ­

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

n o t  c o i n c i d e .  I n  o r d e r  t o  s e e  t h a t  s t a t e  l e a s e d  l a n d  

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

t h e  c o m m i t t e e  r e c o m m e n d s  t h a t  l e s s e e s  o f  l o n g - t e r m  

l e a s e s  b e  g i v e n  a  r e n e w a l  o p t i o n  f o r  u p  t o  f i f t e e n  

y e a r s .  T h i s  t y p e  o f  o p t i o n  w o u l d  g r a n t  t h e  l e s s e e  m o r e  
f l e x i b i l i t y  in m a x i m i z i n g  h i s  i n v e s t m e n t  r e t u r n s ,  

e s p e c i a l l y  d u r i n g  t h e  f i n a l  y e a r s  o r  h i s  l e a s e .  It 

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

s o f t e n  t h e  .impact o f  t e r m i n a t i o n  o f  t h e  l e a s e .  S p e c i ­

f i c a l l y ,  t h i s  w o u l d  p e r m i t  a l e s s e e  to m a k e  s u b s t a n t i a l  
r e p a i r s  t o  a b u i l d i n g  w h e n  t h e  r e m a i n i n g  t e r m  o f  t h e  
l e a s e  w o u l d  n o t  o t h e r w i s e  j u s t i f y  it.

S e c t i o n  6 o f  t h e  a t t a c h e d  b i l l  w o u l d  a c c o m p l i s h  t h i s .

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

a t  i t s  p r e s e n t  c l a s s i f i c a t i o n ,  a n d  t h e  l e a s e h o l d e r  
s h o u l d  t h e n  h a v e  t h e  o p t i o n  t o  c h a n g e  c l a s s i f i c a t i o n  
s u b j e c t  t o  D i v i s i o n  o f  L a n d s  a p p r o v a l .
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Tliis i s  m a d e  p c s u i b . l e  u n d e r  t h e  a t t a c h e d  l e a s e  d o c u m e n t  

s o  t h a t  u c o n v e r s i o n  ( a s s u m i n g  p a s s a g e  o f  H B  383) t o  a 

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

7. T h e  c o m m i t t e e  r e c o m m e n d s  t h a t  a l e v e l  t e r m  f o r  r e c ­

r e a t i o n a l  l e a s e s  n o t  b e  p r o v i d e d .

0. T h e  A l a s k a  I n d u s t r i a l  S u b d i v i s i o n  h e a r i n g  p a n e l  r e c o m ­

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

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

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

c o n d i t i o n "  c a n  b e  m o r e  a d e q u a t e l y  a s c e r t a i n e d .

T h e  A d  H o c  c o m m i t t e e  c o n c u r s .  T h i s  r e c o m m e n d a t i o n  i s

h a n d l e d  i n  t h e  a t t a c h e d  l e a s e  d o c u m e n t .

9. T h e  A l a s k a  I n d u s t r i a l  S u b d i v i s i o n  h e a r i n g  p a n e l  r e c o m ­

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

a n y  p o s s i b l e  I n c o n s i s t e n c i e s  w i t h  1 1  A A C  5 8 . 5 2 0  ( A d j u s t­

m e n t  o f  R e n t a l ) .

T h e  A d  H o c  c o m m i t t e e  c o n c u r s .

1 0 .  T h e  A l a s k a  I n d u s t r i a l  S u b d i v i s i o n  h e a r i n g  p a n e l  r e c o m -  . 

m e n d s ^  e l i m i n a t i n g  t h e  f l o a t i n g  e a s e m e n t .  T h e  S t a t e  

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

T h e  c o n d e m n a t i o n  w o u l d  p r o b a b l y  r e s u l t  i n  g r e a t e r  

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

v i e w  o f  t h e  S u p r e m e  C o u r t  d e c i s i o n  i n  S t a t e  v. H u m m er, 

5 5 0  P . 2 d  8 3 0 ,  t h u s  t h e  l e a s e  w o u l d  b e  m o r e  a t t r a c t i v e  

t o  t h e  l e a s i n g  m a r k e t .  A d d i t i o n a l l y ,  t h e  l a n g u a g e  i n  

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

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

T h e  A d  H o c  c o m m i t t e e  c o n c u r s .  T h i s  h a s  b e e n  a c c o m ­
p l i s h e d  i n  t h e  a t t a c h e d  l e a s e  f o r m .

11. T h e  A l a s k a  I n d u s t r i a l  S u b d i v i s i o n  h e a r i n g  p a n e l  s t a t e s  

t h a t ,  i f  i t s  r e c o m m e n d a t i o n s  a r e  a d o p t e d ,  t h e  S t a t e  

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

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

l e a s i n g  r e g u l a t i o n s  a n d  w o u l d  b e  e q u i t a b l e  t o  t h e  

l e s s e e .  T h e  h e a r i n g  p a n e l  a l s o  b e l i e v e s  t h e  S t a t e  

s h o u l d  be; a b l e  t o  o b t a i n  a  g o o d  r e t u r n  o n  i t s  l a n d .  
A c c o r d i n g l y ,  t h e  r e n t a l  r a t e  s h o u l d  b e  c h a n g e d  to 

r e f l e c t  t h e  r e m o v a l  o f  the; u n d e s i r a b l e  a s p e c t s  o f  t h e  

state; l e a s e .
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T h e  A d  Itoc c o m m i t t e e  c o n c u r s .  C o n t i n u i n g  c o  .inc l u d e

• r a t e  a s  a n  a p p r a i s a l  e l e m e n t  v;ill a c c o m p l i s h  t h i s

o b j e c t i v e .

T h i s  c h a n g e  is f o u n d  in the a t t a c h e d  l e ase form.

1 2. I n  o r d e r  t o  s e t  a  f i x e d  r e n t a l  r a t e  o n  a  l e a s e ,  t h e

c o m m i t t e e  r e c o m m e n d s  a n  a d d i t i o n  t o  A . S . 3 8 . 0 5 . 0 8 5 :

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

t o  p r o t e c t  t h e  i n t e r e s t s  o f  t h e  s t a t e .  T h e  l e a s e  

r e n t a l  r a t e  s h a l l  r e m a i n  f i x e d f o r  t h e  t e r m  o f  
t h e  .Lease a n d  a n y  p e r m i t t e d  c x t c ns.ion s t h e r e o f ,

un_]ess t h e  l e a s e d  p r e m i s e s  o r  a p o r t i o n  t h e r e o f  i s

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

c h a p t e r .  A  v i o l a t i o n  o f  a n y  p r o v i s i o n  o f  t h i s  

c h a p t e r  . . . ."

T o  p r o v i d e  a  v e h i c l e  f o r  a r b i t r a t i n g  p r o t e s t s  a n d  a p p e a l s

i n v o l v i n g  .'Land t r a n s a c t i o n s ,  t h e  f o l l o w i n g  i s  r e c o m m e n d e d :

1. T h e  D i v i s i o n  o f  L a n d s  h a s  h a d  m a n y  p r o t e s t s  f r o m  p r i v a t e  

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

t o  b e l i e v e  t h a t  a . b o a r d  o f  a p p e a l s  i s  h i g h l y  d e s i r a b l e  

a n d  n e e d e d  a t  t h i s  t i m e .  A t  p r e s e n t ,  t h e r e  e x i s t s  n o  

a r b i t r a t i o n  b o a r d  o r  b o a r d  o f  a p p e a l s  to h a n d l e  a p p e a l s

u . i l o w e d  b y  D i v i s i o n  o f  L a n d s  r e g u l a t i o n s .  T h e  c r e a t i o n  

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

i s m  f o r  s o l v i n g  m o s t  p r o b l e m  c a s e s  a r i s i n g  f r o m  D i v i s i o n  

o f  L a n d s  t r a n s a c t i o n s  t h a t  a f f e c t  p r i v a t e  p a r t i e s .  T h e

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

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

a d e q u a t e  e x p e r t i s e  w h i l e  a t t e m p t i n g  to e l i m i n a t e  b i a s  
.in f a v o r  o f  t h e  D i v i s i o n  o f  L a n d s .  T h i s  b i n d i n g  

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

t h e  p r e s e n t  a p p e a l  p r o c e s s .  ( T h e  A l a s k a  I n d u s t r i a l  

S u b d i v i s i o n  b e a r i n g  p a n e l  a l s o  r e c o m m e n d s  s u c h  a n  
a p p e  :i 1 p r o c a  s s .)

S e c t i o n  14 o f  t h e  a t t a c h e d  b i l l  w o u l d  a c c o m p l i s h  t h i s .

T h e  c o m m i t t e e  r e c o m m e n d s  the f o l l o w i n g  to i m p r o v e  t rust land
m n n u q o incn t :

1. 'J'ho c o m m i t t e e  b e l i e v e s  t h a t  s t a t e  t r u s t  l a n d s  ( s c h o o l ,  

m e n t a l  h e a l t h ,  a n d  u n i v e r s i t y )  a r e  n o w  a n d  h a v e  b e e n  
m a n a g e d  a t  l o w  i n t e n s i t y .  T h e s e  .lands m a y  b e  r e t u r n i n g  
o n l y  a f r a c t i o n  o f  t h e i r  p o t e n t i a l  v a l u e  t h a t  c o u l d  b e
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m

r e a l i z e d  b y  a s m a l l /  f u l . l - L i m e  m a n a g e m e n t  s t a f f .  T h e  

D i v i s i o n  m a n a g e s  t h o s e  .lands a t  n o  c h a r g e  t o  t h e  v a r i ­

o u s  t r u s t  f u n d s  a n d  r e c e i v e s  n o  r e i m b u r s e m e n t  f o r  i t s  

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

r e c o m m e n d s  t h a t  t h e  S t a t e  L e g i s l a t u r e  a u t h o r i z e  e a c h  

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

a g e n c y  o r  p r i v a t e  f i r m  f o r  t h e  m a n a g e m e n t  o f  i t s  .lands 

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

l a n d  a c t .

S e c t i o n  1 o f  t h e  a t t a c h e d  b i l l  w o u l d  a c c o m p l i s h  t h i s .

2. I n  o r d e r  t o  p r o v i d e  a u n i f o r m  55-yca.r l i m i t  f o r  a l l
l o n g - t e r m  l e a s e s  t h e  c o m m i t t e e  r e c o m m e n d s  d e l e t i o n  o f  

t h e  9 9 - y e a r  p r o v i s i o n  f o u n d  .ir. A . S . 38 . 05. 0 7 0  (c) f o r  

s c h o o l  Icinds.

S e c t i o n  6 o f  t h e  a t t a c h e d  b i l l  w o u l d  a c c o m p l i s h  t h i s .
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V .  A P P E N D I X  A 

L I S T  O F  P U B L I C  G I V I N G  C O M M E N T S  A T  A D  H O C  M E E T I N G S

G R A H A M ,  J o e

A K E R S ,  M e r l e  ( A n c h o r a g e  I n t e r n a t i o n a l  A i r p o r t  P i l o t s '  

A s s o c i a t i o n )

F O R D ,  R. G. ( A n c h o r a g e  C a m p e r  C e n t e r — A l a s k a  I n d u s t r i a l  

S u b d i v i s i o n )

D A V I S ,  K e n  ( A l a s k a  I n d u s t r i a l  S u b d i v i s i o n — s c h o o l  l a n d  

l e s s e e )

R I C H A R D S O N ,  P h i l  ( T a . l k e e t n a  l e s s e e )

B7\ER, P a u l  ( I n t e r n a t i o n a l  A i r p o r t  R o a d — l e s s e e / a t t o r n e y )

N O R E N E ,  L a r r y  ( a p p r a i s e r / b r o k e r )

S I M M O N S ,  E r r o l  ( a p p r a i s e r )

*“T» •
C U T L E R ,  D a l e  ( C h a i r m a n ,  A n c h o r a g e  I n t e r n a t i o n a l  A i r p o r t  

P i l o t s '  A s s o c i a t i o n )

B R O W N ,  L e o n  ( A M 7  D r i v e - I n ,  B r o v / n ' s E l e c t r i c a l — - A l a s k a  

I n d u s t r i a l  S u b d i v i s i o n )

F E R R A R A ,  F r e d  ( a p p r a i s e r ,  r e t a i n e d  b y  A l a s k a  I n d u s t r i a l  

S u b d i v i s i o n )

REAMER,  M r .

HOGAN, L. L.

C H R I S T O P H E R ,  J i m  ( A l a s k a  I n d u s t r i a l  S u b d i v i s i o n )

W E E K S ,  L l o y d  E.

L E D B E T T E R ,  C h a r l e s  ( r e c r e a t i o n a l  l e a s e ,  R o c k y  L a k e ,  M a t a n u s k a  

V a l l e y )

G R A Y ,  B r i a n  M a r k

M a c N U T T ,  L o w e l l  ( A l a s k a  I n d u s t r i a l  S u b d i v i s i o n )

D A V I S , K e n  ( A l a s k a  I n d u s t r i a l  S u b d i v i s i o n )

P E N N E Y ,  B o b  (Pen.land S u b d i v i s i o n )
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IIOGE, A n d r e w  ( a t t o r n e y )

B I H L A W S K I ,  Joe* ( A l a s k a  I n d u s t r i a l  S u b d i v i s i o n )

M A L O N E Y , D e n n i s

W I L I i O U R ,  J o e  ( A l a s k a  I n d u s t r i a l  S u b d i v i s i o n )

T K O E H  / P a u l  •

V A N D E R M O L E N ,  J o h n  ( I I U D / F H A — A n c h o r a g e  I n s u r i n g  O f f i c e )  

M E E K I N S ,  R u s s  ( A l a s k a  L a n d  & L e a s e h o l d e r s  A s s o c i a t i o n )  

H U R L E Y ,  K a t h e r i n e  ( S t a t e  B o a r d  o f  E d u c a t i o n )

IIEINE, D a r w i n  ( S c h o o l  T r u s t  L a n d s - F a i r b a n k s )

K E R N S ,  D i c k  ( D e p a r t m e n t  o f  H i g h w a y s )

G E O R G E ,  A l  ( U n i v e r s i t y  o f  A l a s k a — F a i r b a n k s )

D E N H A M ,  B o b  ( P a s t o r ,  1 s t  C h u r c h  o f  t h e  N a z a r e n e )

F L A V I N ,  F r a n k  ( S t a t e  O m b u d s m a n )

R I G S B E E ,  A l b e r t a  

R O E T M A M ,  E m m e t t

D A I L Y , D o u g l a s  ( A t t o r n e y  f o r  A l a s k a  I n d u s t r i a l  S u b d i v i s i o n )  

M O R R I S ,  L l o y d



in* hie BY HULL'S COMMITTEE BY INQUEST
or THE GOVERNOR

Ill THE LEGISLATURE OF THE STATE OF ALASKA 
TENTH LEGISLATURE - FIRST SESSIOfl 

A BILL

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

BE IT EHACTED 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, public or private, for the management of trust
lands pursuant to the provisions of this chapter. Costs of sych management 
shall be borne by the respective trusts. • *

* Section P. AS 38.05.055 is amended to read:
Section 38.05.055. SALE PROCEDURES. Except as provided 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. Tire 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 5X (EQUAL TO 
ONE-TENTH) of the purchase price. The director or his representative shall 
inmediatley issue a receipt containing a description of the land or property 
purchased, the price bid, and the terms of sale, which receipt shall 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 thi1 state.

* Section 3. AS 38.05.055 is amended to read:
Section 38.05.005. TERMS OF COM TRACT OF SALE, fhe contract of sale

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

BILL 110.



of not (pore than 20 years, which shnl 1 be sot for each silo 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
si win bo the prevailing rate on similar 1 and transactions at the time the contract
is sinned, as detcrmincd by the director, but in no case slial! it be below
!>'/ per year or above the current usury rate as sot by AS 05.45.010(b) and (d).
(IN ANNUAL INSTALLMENTS OF MOT LESS TIIAfl 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 or the contract of sale 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 38.05.067(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 lo the permittee or his successor in title,  if  ho 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 enti t l ing him to extend the term of the. V?ase for up_to 
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 Tor the purpose issued, the lease may be declared void. 
(IIOUFVER. A riOIIRENEUABLE LEASE FOR SCHOOL LANDS MAY [IF ISSUED FOR A PERIOD HOT 
.TO EXCEED 99 YEARS.)

* Section 1. AS 3ft.OS.087(a) is amended to read:
Section 30.05.Ofl7(n). 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 38.05.105 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 rental value. Any increase due to
reappraisal may not exceed 1007! 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 
for obtaining primary long-term financing. The regulations adopted under 
this section shall ensure that the state receives a fair return from the 
land.

* Section 9. AS 38.05 is amended by adding a new paragraph to read:
Section 33.05.106. CONVERSION OF LEASES, (a) Any person holding a

valid lease as lessee of lands from the State under provisions of AS 38.05.070 -
.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 was 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 he made available to a lessee 
giialifying under subsection (a) of this section shall be all of those 
lease provisions ai tharized or made applicable by this act to new leases 
entered into by the State after-tho effective date of such statutes.



(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) flo 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 SALF. BUT IS NOT SOLO AND IS AVAILABLE)j r̂_over_the 
£9unjLqrj*a!e (AT THE PRIVATE SALE, HO) an (RE)appraisal is required unless 
the director .finds (CONSIDERS) that a change in value of the lands has nojt 
(MAY HAVE) occurred. A grazing lease may be granted to a lessee of federal 
irazing 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 
lea.ed for less than fair (HIE APPROVED, APPRAISED) market value, except 
as provided in .315 and .320 of this chapter and .75 - .85 of this chapter.
Nn la n d  o r  in  fa: r e s t  .in. la n d  may t v  s o ld ,  le a se d , o r  o th e rw is e  d isposed o f  

w U ho  u k_J) u b j i c j io  t i  r e .

(b) When land is offered al: public sale but is noL sold, it may..be



oF lands available on a quarterly basis one! shall certify Hint there has
%been mo change in value since the Inst reappraisal . IT an increase in value 

occurs in any pared, the; director shall withdraw that parcel from sale over 
tl 10 co tin Lor.

* Section 11. AS 38.05.345(a) is amended to read:
Section 38.05.345(a). Public notice of an auctjoc soi e (LEASE 08 OTHER 

DISPOSAL) of land or interest in it shall be substantially as follows.
* Section 12. AS 38.05.345(e) is amended by adding a new subparagraph to read
Section 38.05.345(c) Public notice of an action other than as specified

in paragraph (a) above shall conform to the requirements of AS 38.05.305 
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 38.05.365 is amended by adding a new subparagraph to read:
Section 33.05.365. "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 purposes for which the property is best
adapted or could be used.

* Section 14. AS 33.05 is amended by adding a new paragraph tc 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 desirability of prior legal, natural resource 
or real estate training and experience as criteria for selection of public 
members. All board members are subject to confirmation 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 hoard.

(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



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 board shall extend to all matters arising under 
the Alaska Land Act (AS 30.05) and the Hater A>~t (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 hoard 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 he to the 
Superior Court.

(e) Three members of the hoard shall constitute a quorum. A majority 
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.
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v. APprriuix c

L E A S E  C O N T E N T S

P r e f a c e

A p p u r t e n a n c e s  a n d  E n c u m b r a n c e s  

P a y m e n t  o f  T a x e s  a n d  A s s e s s m e n t s  

D o c u m e n t a t i o n  o f  I m p r o v e m e n t s  

N o t i f i c a t i o n  o f  L a t e  P a y m e n t  C h a r g e  

P e r m i t t e d  U s e s

C o m p l i a n c e  w i t h  L a w s ,  O r d i n a n c e s  
a n d  R e g u l a t i o n s  

L e s s e e ' s  R i g h t s  o f  O c c u p a n c y  a n d  

U s e
D i s p o s i t i o n  o f  I m p r o v e m e n t s  U p o n  

T e r m i n a t i o n

F r e e d o m  f r o m  L i e n s  

L a w f u l  U s e  o f  P r e m i s e s  

I n d e m n i t y  t o  L e s s o r

D e f a u l t

C o n d e m n a t i o n

Q u i e t  E n j o y m e n t  

N o t i c e s

R i g h t s  or R e m e d i e s  •V/a .i ver or Foreboai ance
I n s p e c t i o n
S u c c e s s o r s  i n  I n t e r e s t  
A s s i g n m e n t  o r  S u b l e t t i n g  

S o i l  C o n d i t i o n s  a n d  W a t e r  D r a i n a g e  

M i n e r a l  R e s e r v a t i o n

M o r t g a g e  o f  L e a s e  H o l d  I n t e r e s t  

o f  T e n a n t

A r b i t r a t i o n

I n t e g r a t i o n  a n d  M o d i f i c a t i o n


