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MEMO

TO: Representative A1 Osterback

FROM: Representative Bill Miles

DATE: April 4, 1977

RE: HB 387

k rfff

Attached, for your information, is a telegram and my response cor- 
c e m i n g  the above referenced memo.
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April 4, 1977

Mr. Robert H. Etulceok 
Alaska Native Brotherhood 
134 West 14th Avenue 
Anchorage, Alaska 99501

Dear Mr. Etukeok:

Thank you for the telegram in support of HB 337, an act relating to 
the leasing of state lands.

As prime sponsor, I certainly will support the bill, although, I ex­
pect it to go through serious study in the Rouse Resources Comnittee 
before being passed out.

If you have specific conments and suggestions on how the bill may be 
improved, I would appreciate them.

Again, thank you for taking the time to telegram your feelings. 

Sincerely yours,

Bill Miles 

BM:jad

cc: A1 Osterback, Chairman
House Resources Conmittee
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T H I S  I S  TO A D V I S E  YOU THA T  THE A LASKA  NA T I V E  BROTHERHOOD 

ANCHORAGE CAMP 33 STRONGLY  ENDORSES  HB337 A N A CT R E L A T I N G  TO 

THE  L E A S I N G  OF S TATE  L A N D S .  WE ASK YOUR SUPPORT OF  T H I S  B I L L .  

ROBERT H ETUKEOK

ALASKA  N AT I V E  BROTHERHOOD CAMP 33 

265-524 1 OR 2 79-  7707
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H O U S E  R E S O U R C E S  C O M M I T T E E

A l v i n  O s C e r b a c k ,  C h a i r m a n P o u c h  V, S t a t e  C a p i t o l  

J u n e a u ,  A l a s k a  9 9 8 1 1  

( 9 0 7 )  4 6 5 - 3 7 1 5
23 M a r c h  1977

T e d  Sm it h , D i r e c t o r
D i v i s i o n  o f L a n d  & W a t e r  M a n a g e m e n t  
323 E a s t  4th
A n c h o r a g e ,  A l a s k a  9 9 5 0 1  

D e a r  Mr. Smith,

T h e  H o u s e  R e s o u r c e s  C o m m i t t e e  w i l l  b e  r e v i e w i n g  HB 383 
r e l a t i n g  to S t a t e  L a n d  L e a s i n g  a n d  HB  387 an  A c t  r e l a t i n g  
to t h e  L e a s i n g  of S t a t e  L a n d  o t h e r  t h a n  for t h e e x t r a c t i o n  
of N a t u r a l  R e s o u r c e s ;  an d p r o / i d i n g  fo r an  e f f e c t i v e  
d a t e  on  M o n d a y  M a r c h  28, 1977 at  1: 1 5 p.m. in r o o m  118 
of  the. C a p i t o l  B u i l d i n g .

P l e a s e  s u p p l y  us w i t h  p o s i t i o n  p a p e r s  o r m a t e r i a l  y o u  
h a v e  on  t h e s e  b i l l s  by the time of th e  m e e t i n g .  If you 
h a v e  a n y  i n f o r m a t i o n  p e r t i n e n t  to t h e s e  topi cs , the 
C o m m i t t e e  w o u l d  a p p r e c i a t e  r e c e i v i n g  that, too. If 
y o u  k n o w  of o t h e r  i n t e r e s t e d  gr o u p s ,  p l e a s e  c o n t a c t  them.

If y o u  h a v e  s u g g e s t e d  a m e n d m e n t s ,  p l e a s e  s u p p l y  the 
s t a f f  w i t h  c o p i e s  of th at  p r i o r  to th e m e e t i n g .

If t h e r e  a r e  fi s c a l  i m p l i c a t i o n s  a n d  n o t e s  a r e  n e c e s s a r y ,  
p l e a s e  p r e p a r e  t h e m  an d  s u b m i t  t h e m  to the  C o m m i t t e e  —  
p r e f e r a b l y  p r i o r  to the m e e t i n g .

T h a n k  y o u  for y o u r  c o o p e r a t i o n .

Sincerely.

Al O s t e r b a c k ,  C h a i r m a n  
H o u s e  R e s o u r c e s  C o m m i t t e e

cc: F r a n  U l m e r

AO: tS
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H O U S E  R E S O U R C E S  C O M M I T T E E

A l v i n  O s t e r b a c k ,  C h a i r m a n P o u c h  V ,  S t a t e  C a p i t o l  

J u n e a u ,  A l a s k a  9 9 8 1 1  

( 9 0 7 )  4 6 5 - 3 7 1 5

23 M a r c h  1977

G u y  R. M a r t i n .  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  
P o u c h  M
J u n e a u ,  A l a s k a  S9 811  

D e a r  C o m m i s s i o n e r ,

T h e  H o u s e  R e s o u r c e s  C o m m i t t e e  w i l l  be  r e v i e w i n g  HD  383 
r e l a t i n g  to S t a t e  L a n d  L e a s i n g  an d  HD 387 an A c t  r e l a t i n g  
to th e L e a s i n g  o f  S t a t e  L a n d  o t h e r  than  for the e x t r a c t i o n  
of N a t u r a l  R e s o u r c e s ;  a n d  p r o v i d i n g  for an e f f e c t i v e  
d a t e  on  M o n d a y  M a r c h  28, 1977 at 1:15 p.m.  in r o o m  113 
of t h e  C a p i t o l  B u i l d i n g .

P l e a s e  s u p p l y  us w i t h  p o s i t i o n  p a p e r s  or  m a t e r i a l  y o u 
h a v e  o n  t h e s e  b i l l s  by  the time of the m e e t i n g .  If y o u  
h a v e  a n y  i n f o r m a t i o n  p e r t i n e n t  to t he se  topics, the 
C o m m i t t e e  w o u l d  a p p r e c i a t e  r e c e i v i n g  that, too. If 
y o u  k n o w  of o t h e r  i n t e r e s t e d  gr ou ps , p l e a s e  c o n t a c t  them.

If y o u  h a v e  s u g g e s t e d  a m e n d m e n t s ,  p l e a s e  s u p p l y  the 
s t a f f  w i t h  c o p i e s  of th a t p r i o r  to the m e e t i n g .

If t h e r e  a r e  f i s c a l  i m p l i c a t i o n s  a n d  n o t e s  a r e  n e c e s s a r y ,  
p l e a s e  p r e p a r e  t h e m  a n d  s u b m i t  t h e m  to the C o m m i t t e e  -- 
p r e f e r a b l y  p r i o r  to t h e  m e e ti ng .

T h a n k  y o u  for y o u r  c o o p e r a t i o n .

S i n c e r e l y

Al O s t e r b a c k ,  C h a i r m a n  
H o u s e  R e s o u r c e s  C o m m i t t e e

cc: F r a n  U l m e r

AO :  t s

)AGO 935792
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T H I S  I S  TO A D V I S E  YOU THAT  THE ALASKA  NAT I VE  BROTHERHOOD g

ANCHORAGE CAMP 33 5.TR 0 NGL Y E W O R S E S  HB387 A N  ACT  R E L A T I N G  TO *

THE L E A S I N G  OF S TATE  LA  I'D S .  WE ASK YOUR SUPPORT OF  T H I S  B I L L . o
ROBERT H ETUKEOK W

ALASKA NAT I VE  BROTHERHOOD CAMP 33 Cl
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SB 159 -  HB 387

2.

3.

4.

In 197 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  to w h a t  w a s 
c o n s i  lered an  o n e r o u s  level. 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  of  the  p r a c t i b i l i t y  o f c o n t i n u i n g  th e  p r e s e n t  
u s e  of 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  of 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  of 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 "  in t e rm s 
of l o a n s  b e c a u s e  of 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  to  25 y e a r s  
to p r o v i d e  s t a b i l i t y  in the d e v e l o p m e n t  
s tage, a n d  p r o v i d i n g  for 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  of a b o u t  ei g ht .

b. A l l o w s  t h e  m o r t a g o r  to a s s u m e  the  p a y m e n t s
in the e v e n t  of a lat e p a y m e n t  o r d e f a u l t  
b y  the  le ss ee .

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
th e p r e c e n t  of  the r e n t a l  fee to  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  to b e  c o r r e c t l y  
done.

d. R e s u l t s  in a d e f i n a b l e  u p p e r  li mit  of the s u m
o f  th e r e n t a l  p a y m e n t s  o v e r  the l i f e  of the  lessee. 
T h i s  a m o u n t  in 9 1/2 t im e s the 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 ,  for e a c h  $ 1 , 0 0 0  of the  o r i g i n a l  a p p r a i s a l  
v a l u e ,  th e  l e s s e e  wi ll  p a y  $ 9 , 5 0 0  in r e n t  o v e r  a 
55 y e a r  pe ri od .

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  the D i v i s i o n  of 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  of the B i l l  w i l l  r e s u l t  in a 
" s u b s t a n t i a l  less in r e v e n u e " .  At  best, t hi s is h a l f  
truth, s i n c e  t h e  r e s u l t  is s u b j e c t  to m a n i p u l a t i o n .  U n d e r  
the  a r g u m e n t  gi ve n,  if the D i v i s i o n  s h o u l d  d e c i d e  to r a i s e  
the r e n t a l s  to an e v e n  h i g h e r  rate, the " s u b s t a n t i a l  less" 
w o u l d  be  h ig he r.  A c c u m u l a t i o n  of r e v e n u e  is n o t  th e c h i e f  
f u n c t i o n  of a s t a t e  ag 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  of Lhe 
D i v i s i o n  o f L a n d s  in th is  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 .

AGO 935 79*



R E N T  A D J U S T M E N T S  F O R

STATE LEASED LANDS ^

A D L  
N o .

O l d
R e n t a l

1 5 7 5  ®  
Cl

N e w   ̂
R e n t a l

P e r  c e n t  
I n c r e a s e  

( 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 0 900
0 2 5 3 4 6 0 3 . 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 0 230
2 5 0 6 8 1 0 0 . 0 0 3 8 0 . 0 0 280
3 8 8 9 5 1 8 0 . 0 0 1 , 4 0 4 . 0 0 680

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 0 890

5 2 2 0 9 1 9 5 . 0 0 2 , 0 4 0 . 0 0 94 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 3 0 . 0 0 277
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 30

5 1 2 3 8 1 4 5 . 0 0 1 , 6 8 0 . 0 0 1 ,0 59

5 1 5 1 5 1 6 0 . 0 0 1 , 6 8 0 . 0 0 95 0

51.62.1 1 8 0 . 0 0 1 , 4 1 0 . 0 0 683

5 1 4 2 8 2 2 0 . 0 0 1 , 7 / 0 . 0 0 704

509  38 1 9 0 . 0 0 1 , 9 4 0 . 0 0 921

5 L 0 6 5 21.0.00 1 , 7 0 0 . 0 0 709

4 6 4 7 3 6 0 , 0 0 2 6 0 . 0 0 333

4 6 4 7 4 6 0 . 0 0 2 6 0 . 0 0 333

5 2 1 / 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 4 5 . 0 0 2 6 5 . 0 0 489

52 185 3 0 0 . 0 0 3 2 0 . 0 0 /

5 1 1 4 7 4 0 . 0 0 1 / 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 / 0 . 0 0 325

5 2 1 8 / 7 5 . 0 0 1 / 5 . 0 0 133

5 2 1 8 6 7 5 .0 0 1 / 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 0 530

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

AGO 935795



W M L  MUJllJLl. HLl im I U L  '

to to L e a s e d  L an d s ,  1 9 V 5

A D L O l d

No. R e n t a l

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

2 6 6 5 4 2 3 5 . 0 0

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

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

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

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

5 0 5 8 7 1 5 0 . 0 0
5 0 5 8 8 1 4 5 . 0 0

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

4 0 0 1 4 2 2 0 . 0 0

4 5 5 8 6 8 0 . 0 0
4 5 5 8 5 4 6 0 . 0 0

2 6 5 1 1 1 , 0 0 0 . 0 0

4 6 6 2 8 1 4 0 . 0 0
4 6 6 2 0 1 6 0 . 0 0

4 6 3 8 3 1 1 0 . 0 0

4 9 7 5 5 1 2 5 . 0 0

2 5 9 5 6 1 2 5 . 0 0

4 7 4 1 4 1 50 . 0 0
4 9 0 6 0 2 5 0 . 0 0
22348 2 6 0 . 0 0

2 4 0 9 9 2.15.00

3 6 0 1 5 L 8 0. 0 0
2 1 9 2 8 L , 2 6 0 .0 0
01.380 .1 , 190. 00

5 1 3 9 5 8 2 0 . 0 0

0 0 8 8 9 2 , 6 0 0 . 0 0

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

4 9 / 9 5 1 7 5 . 0 0
2 5 9 8 8 2 4 0 . 0 0
2 6 2 6 9 1 6 5 . 0 0

N e w
R e n t a l

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

(D e c r e a s e )

2 2 0 . 0 0 340
1 0 0 . 0 0 (50)
2 3 5 . 0 0 (6)
7 5 5 . 0 0 387
1 7 5 . 0 0 133
1 3 5 . 0 0 145
4 7 0 . 0 0 100
4 7 0 . 0 0 100
4 7 0 . 0 0 100
5 4 5 . 0 0 110

5 7 5 . 0 0 77
2 4 5 . 0 0 96
2 4 5 . 0 0 96
3 2 5 . 0 0 3
2 9 5 . 0 0 97
2 9 5 . 0 0 97
2 9 5 . 0 0 (7)
3 2 5 . 0 0 103
3 8 5 . 0 0 157
3 2 5 . 0 0 124

1 0 0 . 0 0 150
2 , 4 0 0 . 0 0 3 , 5 9 2
2 , 4 3 0 . 0 0 1 , 0 0 5

1 5 0 . 0 0 88
6 7 5 . 0 0 47

5 , 5 2 5 . 0 0 45 2

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

6 0 0 . 0 0 445
3 9 0 . 0 0 212

3 9 0 . 0 0 212

8 3 4 . 0 0 456
702 00 181
3 9 0 . 0 0 50
4 2 0 . 0 0 95
2 5 0 . 0 0 39

1 0 ,9 2 0 . 0 0 767
3 , 5 5 2 . 0 0 198
3 , 0 5 4 . 0 0 272
5 , 9 / 6 . 0 0 130

1 0 , 0 1 4 . 0 0 40
1 , 7 6 0 . 0 0 769
1 , 5 0 0 . 0 0 75 7

2.75.00 15
1 9 0 . 0 0 15

-2-
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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  

1 9 7 6

P e r  C e n t
A D L O l d N e w I n c r c a
No. R e n t a l R e n t a l (D e c r e a

7 1 3 2 6 3 , 5 0 0 . 0 0
2 2 5 2 6 3 6 0 . 0 0 2 , 1 5 0 . 0 0 49 7
2 2 5 2 5 1 7 5 . 0 0 3 , 3 6 0 . 0 0 1 , 8 2 0
2 2 6 5 4 9 5 . 0 0 1 , 1 9 2 . 0 0 1 ,1 55
5 0 6 0 3 8 5 . 0 0 8 4 0 . 0 0 888
2 2 6 5 2 1 5 5 . 0 0 4 , 3 5 0 . 0 0 2 , 7 0 6
4 4 3 5 1 1 0 0 . 0 0 4 3 8 . 0 0 338
4 4 3 5 0 8 0 . 0 0 7 4 4 . 0 0 330
4 6 4 8 3 1 1 0 . 0 0 7 5 0 . 0 0 582
0 2 3 8 0 8 8 0 . 0 0 6 , 5 4 0 . 0 0 643

3 9 8 7 7 1 , 0 0 0 . 0 0 2 , 2 8 0 . 0 0 128
3 0 4 8 9 2 4 0 . 0 0 2 , 3 5 0 . 0 0 879
2 6 6 3 2 1 , 8 3 5 . 0 0 6 , 9 0 0 . 0 0 276
3 2 9 1 9 1 , 0 2 0 . 0 0 2 , 7 6 0 . 0 0 171
3 1 3 2 8 1 2 0 . 0 0 8 4 0 . 0 0 600
5 4 3 2 6 1 7 5 . 0 0 9 1 0 . 0 0 42 0
5 4 3 3 1 1 6 5 . 0 0 9 1 0 . 0 0 452
5 4 3 6 5 2 0 5 . 0 0 9 5 0 . 0 0 363
5 4 3 3 2 2 2 5 . 0 0 9 5 0 . 0 0 322
4 0 8 0 6 3 5 5 . 0 0 6 9 0 . 0 0 9 4

5 4 3 4 5 7.00.00 5 5 0 . 0 0 175
5 4 3 4 6 1 7 5 . 0 0 5 5 0 . 0 0 2 1 4
5 4 3 4 7 2 1 0 . 0 0 5 5 0 . 0 0 162

5 4 3 4 9 1 9 0 . 0 0 5 7 5 . 0 0 203
5 4 3 3 3 2 6 0 : 0 0 6 6 5 . 0 0 156
5 4 3 3 4 2 5 0 . 0 0 6 9 0 . 0 0 176
5 4 3 3 5 1 0 5 . 0 0 6 0 5 . 0 0 47 6
5 ^ 3 3 6 1 2 0 . 0 0 6 0 5 . 0 0 4 0 4
5 4 3 3 7 1 1 0 . 0 0 6 2 5 . 0 0 46 8
5 4 3 3 8 1 4 5 . 0 0 6 9 0 . 0 0 3 76

5 4 3 3 9 2 1 0 . 0 0 6 9 0 . 0 0 228
5 4 3 4 0 2 0 0 . 0 0 6 9 0 . 0 0 245

5 4 3 4 1 2 8 0 . 0 0 6 9 0 . 0 0 146
5 4 3 4 2 2 7 0 . 0 0 6 9 0 . 0 0 156

3 2 1 2 8 1 1 5 . 0 0 6 9 0 . 0 0 500

3 2 0 6 5 1 1 5 . 0 0 6 6 5 . 0 0 47 8

5 4 3 4 4 1 6 0 . 0 0 6 3 5 . 0 0 297
5 4 3 5 1 4 8 0 . 0 0 8 7 0 . 0 0 102

0 3 0 4 5 3 , 9 8 5 . 0 0 3 2 , 8 0 0 . 0 0 723
0 8 0 4 2 2 , 9 2 5 . 0 0 2 2 , 3 6 0 . 0 0 6 6 4

AGO 935797



iUinL Ailjustmenbs Cor
. fitaLc L e a s e d  Lands, 1 9 7 6

A D L O l d N e w P e r  C e n t
No. 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 5 0 . 0 0 5 6 2

030-51 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 78 0
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 3 2 6 8 0 . 0 0 5 . 0 0 0 . 0 0 63 5
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 0 737
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 8 7 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 8 7 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 5 9 8

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

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 62 2

0 3 0 6 5 3 , 6 7 0 . 0 0 2 6 , 4 8 0 . 0 0 62 2

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 64 6

3 0 74 6 9 1 5 . 0 0 6 , 8 8 0 . 0 0 6 5 2

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

oocc.—
i 8 6 3

4 9 4  JO 175 .0 0 1 , 4 0 0 . 0 0 700

4 / 8 0 9 1 / 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 / 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

-2-
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R e n t  A d j u s t m e n t s  for
S t a t e  L e a n e d  Lan d s ,  1 9 7 G

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. R e n t a l R e n t a l ( D e c r e a s e )

2 7 8 9 4 1 3 5 . 0 0 1 5 5 . 0 0 If:

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

5 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 1.00.00 150

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 65 0

-3- AGO 935799



k M O R A N D U M  ' S t a t e  o f  A l a s k a

*7 h o  .'ior.am'ilc G u y  P.. >!artln DAT6: J u n o  J), 1 9 7 &
Cor.::! L s s L a n o r
P n o n r t r e a t  o f  N a t u r a l  Jlcsourctrs F!-~ r;0

* • < ,

TELEPHONE NO:

Avr/Jl! K . GROSS sioject: v & i v s r  o r  r e a p p r a is a l  and
ATTOPJiTTZ GENERAL • . . a d ju s tc e n t  o f  r e n t

Rodger 17. Peguets
AnnInbant Attorney General

* * i*r ■? • . ••s** *•*

, ... x h l s  i n  f u r t h e r  t o  the o p i n i o n  o f  J u n e  1 ,  1 2 7 3 ?

by Assistant Attorney General Peeves on this subject.

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

u n d e r ,  t h e n  e r i c  t i n y  la?/ 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

rental increases exceeding 100 percent which was requested

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 n  w r i t t a n ,  n e w  l e g i s l a t i o n  w o n  a d o p t e d  w 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 .  P C  C L  LCSIT3  139-

A S  33.05.lOy 3 n c  b e e n  acrended to d e l e t e  t h e

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

’'when d o y e l o p  r a n t  o f  the l a n d  I s  not o t h e r w i s e  p o s s i b l e  due

t o  s p e c i a l  c o n d i t i o n s 0 a n d  to p r o v i d e  f o r  an e x b e’ s i o n  o r
1.

w a i v e r  "or.ly If 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  It Is n e c e s s a r y  f o r  obtaining: p r i m a r y  l o n g - t e r m  

f i n a n c i n g .” As a r e s u l t  o f  t h e  nr.endnrent, t h e  .hirer.tor o f
% 1

t h e  lit v i s  lop. 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

AGO 935800



' • 4 4 6  5 ? 4 7  ’

A L A S K A  L A M ) A N D  LEASE OW N K IIS  A S S O C IA T IO N

A num ber o f Alaskans have leased S ta te  land Loin the Alaska Division o f Lands. Most 

leases were w ritten  for a period o f fifty -five  years w ith  renewal rights, subject to appropriate 

application anil approval.

D uring the past year, A D L has reviewed the rental rates on a number o f lots and parcels and, 

in some cases, has raised them  over 1000% . others at a lesser rate but most increases seem 

excessive. M uch o f this land is in the Matanuska Susitna Borough.

W e recognize that there has been a great deal o f speculation on fee simple land in the

Borough because o f the publicity  attendant to the Capitol relocation. These speculative

values, however, do not necessarily apply to lease lands. However, we have been informed 

by A D L personnel that the new rental rates have been arrived at by appraising a lim ited 

num ber o f fee simple parcels (n o t leased parcels), estimating their sales value and taking 

6% o f that figure as the annual rent.

A .S . 3 8 .0 5 .10 3  says “ rental paym ent is subject to adjustm ent at five-year intervals and 

charges or adjustments shall lie based primarily on a reappraised annual rental value" i.e. 

no t sale value.

t here is no direct relation between the value o f a title and the value o f a lease, particularly 

when most rural land in Alaska is undeveloped. Th e  situation differs w ith apartment rentals 

whereby when the supply is short and demand great rental value increases, but even there 

fJuvcrnor H am m ond has set up rent control hoards to lim it rent increases to a reasonable 

am ount.

T h ere  are many reasons why a State leasehold cannot be equated to a title . Let me cite a few :

1. Bank financing is virtually unobtainable on lease land because of the 

uncertainties associated w ith  the “ live year a d ju s tm en t" clause.

2 . Renewal o f lease is not assured at end o f a 5 5  year period.

3. Use o f land may lu: lim ited  at A D L ’:. discretion.

4 . No equity aecruses in the properly.

In  regard to point N o. 4 , most rural fee simple property could be purchased in a ten to 

tw enty  year period outright at or close to many o f the new Stale rental fees and, most 

im po rtan t, a great deal o f rural land is available for fee simple purchase from individual 

owners, reducing the relative value o f State Lease Lands, in view o f the long term 

unpredictability o f Stale Lease paym ent levels anil absence o f ally accrued equity after long 

term lease.

AGO 935801



Wc feci that A D L ’s m clhod for adjusting lease rcnt.ds is ro t a fair or a correct procedure 

and, in fac t, is in violation o f Stale Statutes. We also feel that the procedures being used, 

particularly the “ five year clause”  deny m uch needed tax revenue to local governments. 

Putting the problem on a personal basis, many Alaskans will he forced to terminate their 

S tate leases, give up h o p es  for planned developm ent, and sacrifice valuable improvements 

i f  the present policies and reappraisal m ethods are not improved.

We recom m end several possible solutions:

1. hands could be sold outright rather than leased.

2 . Lands could be leased w ith  an option to purchase at end o f five years.

3 . Rental could be:

a. F ixed  for the fifty-five year lease period w ith leasee charged a percentage 

o f any gain realized.

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

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

Price In d ex .

p«
T h e  m em bers o f theAlaska Land and Lease Owners Association will appreciate and remember 

any positive action that can be taken on behalf o f all Stale Land Leaseholders.

We appreciate you already having taken tim e to hear our views.

Respectfully .Subm itted :

W illiam M . Mack

C.haiiman, Hoard o f Directors

Alaska Land and Lease Owners Association

AGO 935802
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M E M O R A N D U M  S e p t e m b e r  14, 1976

S UB J E C T:  S u r f a c e  L e a s i n g  P o l i c y  o f  S t a t e  O w ne d  L and s

TO: T h e  H o n o r a b l e  Kay Po l a nd

FROM: E l k e  K a ll a b

R e s e a r c h  A n a l y s t

T hi s  m e m o r a n d u m  a d d r e s se s  v ar io u s  issues w h i c h  have been r ais ed  in 

c o n j u n c t i o n  w i t h  r e c e n t  re n t  i n c r ea se s  on s ta te  leased lands and, as you 

r e q u e s t e d ,  c o m m e n t s  on p oi n t s  b r o u g h t  up by l e a s e h o l d e r s  p r o t e s t i n g  the 

r e a d j u s t m e n t  of  their rents on a v a r i e t y  of gro u n ds . O n l y  the area of 

s u r f a c e  l e a s i n g  of s t a t e  o wne d lands has been i nve sti gat ed.

In s u m m a r y  we f ound  that the re n t  i n c r e as es  a p p e a r  to be in c o m p l i a n c e  

of c u r r e n t ,  a p p l i c a b l e  stat ute s. H owe ve r,  we  did d i s c o v e r  nu mer ous  

i r r e g u l a r i t i e s  and i n c o n s i s t e n c i e s  in the r e g u l a t i o n s  w h i c h  g o v e r n  

s u r f a c e  l e a s i n g  of s ta t e  lands. W e  b e l i e v e  tha t the v ar iou s s h o r t­

co m i n g s  and a m b i g u i t i e s  of the r e g u l a t i o n s  have c o n t r i b u t e d  s i g n i f i c a n t l y  

to the le as eh o l d e rs ' p e r c e p t i o n s  that the incr eas es are illegal or 

a r b i t r a r y .  T he  i n f o r m a t i o n  and dat a p e r t a i n i n g  to s u r f a c e  leas ing  

r e g u l a t i o n s  hav e been  s u b m i t t e d  to the c h a i r m a n  of the A d m i n i s t r a t i v e  

R e g u l a t i o n  R e v i e w  C om mi t t e e ,  as is a c o p y  of this m e mo r a n d u m .

* * -At * * * * * *  * * * *

I . R e n t  Increases

Su bs ta n t i a l  in c r ea se s of rents in the p roc ess  of r ea ppr ais al did 

no t b e g i n  this year. A t t a c h e d  to this r e p o r t are  two lists w h i c h  

s h o w  the old and c u r r e n t  rental rates on e ve r y  s tat e lease w h i c h  

c a m e  up for r e a pp rai sal  in 1975 and 1976 as s u p p l i e d  to us by the 

D i v i s i o n  o f Lands. As ca n be seen, some of the s t e ep er  i n c re as e s  

o c c u r r e d  in 1975.
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The Honorable Kay Poland -2- September 14, 1976

R e c o r d s  s h o w  that the D i v i s i o n  of Lands a d o p t e d  the p o li c y  to us e 

" m a r k e t  rental ra te s"  for a p p r a i s a l s  and r e a p p r a i s a l s  of state 

lands, w h e n  and w h e r e  a c o m p a r a b l e  p r i v a t e  rental m a r k e t  e xis ted , 

as e a r l y  as. M a r c h  10, 1975. T hi s d e c i s i o n  w as m a d e  b e c a u s e  the 

D i v i s i o n  o f ' L a n d s  b e l i e v e d  tha t e n o u g h  p r i v a te  leases e x i s t e d  by 

th e n  w h i c h  w e r e  c o m p a r a b l e  to c e r t a i n  types of s t a t e leases to 

i n s t i t u t e  m a r k e t  rental rates r a t h e r  than c h a r g i n g  c o n t r a c t  rents 

at the ra te  o f  six p e r c e n t  of the f a i r  m a r k e t  v a l u e  of the p r o p e rt y  

as w a s  and c o n t i n ue s  to be the ca s e  w h e n  no m a r k e t  exists. So far, 

this p o l i c y  has be en  l im it e d  in a p p l i c a t i o n  p r i m a r i l y  to industrial 

and c om m e r c i a l  lea se s in the A n c h o r a g e  area, s in c e  a p r i v a t e  m a r k e t  

f o r  o t h e r  types of le ase s does not e x i s t  at this time. Ho wev er,  a 

s u b d i v i s i o n  is p r e s e n t l y  be ing  b u i l t  in A n c h o r a g e  in w h ic h  the lots 

a re  b e i n g  leased r a t h e r  than b eing  sold. T h e re f o r e ,  state leased 

lands in A n c h o r a g e  w h i c h  are c l a s s i f i e d  as r e s i d en ti al  m a y  so on  be 

( r e ) a p p r a i s e d  on the b asi s of e c o n o m i c  r a t h e r  th a n  c o n t r a c t  rental 

r a t es  as e s t a b l i s h e d  by the D i v i s i o n  of Lands.

C u r r e n t  p r i v a t e  m a r k e t  rates in A n c h o r a g e  are  c o m p a r a b l e  to those 

c h a r g e d  l e a s e h o l d e r s  in the A n c h o r a g e  Industr ial  S u b d i v i s i o n  a c c o r d­

ing to the D i v i s i o n  of Lands. (The A l a s k a  In dustrial S u b d i v i s i o n  

is l oc a t e d  on Sec. 16 school land in d o w n t o w n  A n c h o r a g e . )  For 

in sta nce , we  h av e  b e en  a d v i s e d  by the D i v i s i o n  o f  L an ds that A l a s k a  

I ndus tri al Park, a p r i v a t e  indus tri al s u b d i v i s i o n  on the s o ut h w e s t  

c o r n e r  of C and 44t h S t r e e t s  c h a r g e s  an annual rental of e i g h t  

p e r c e n t  o f  the " a p p r a i s e d  fai r m a r k e t  value," w i t h  a p e r i o d i c  f iv e  

y e a r  r e n t  a d j u s t m e n t  p r o v i s i o n  p a r t  of the lease. Cal a i s  C om pa n y  

an d C a r r - G o t t s t e i n  P r o p e r t i e s  lease their indus tri al lands at a 

r a t e  of s e v e n  percent. H ow e v e r ,  u n l i k e  A l a s k a  Industrial Park, 

th e y  will not s u b o r d i n a t e  t h e i r  lands; i.e., take a "back seat" to 

the i m p r o v e m e n t s  on the land w h i c h  ha v e  b e e n  f i n a n c e d  by a third 

party.

L e a s e h o l d e r s  h av e  c h a r g e d  that the D i v i s i o n  of L ands  has no t used 

c o m p a r a b l e  p ar c e l s  or p r o p e r  app ra is a l  m e t h o d s  v/hen it r e a p p r a i s e d  

c e r t a i n  leases in the A l a s k a  Indus tri al S u b d i v i s i o n  in A n c h o r a g e  

and a u t i l i t y  lease in the M a t a n u s k a  Valley. How e v e r,  all a tt e m p t s 

to ha v e  these c h a r g e s  s u b s t a n t i a t e d  by the l e a s e h o l d e r s  w i t h  s u p p o r t­

ing da t a  h a v e  bee n u n s u c c e s s f u l  to date. W e  h ave looked at a 

r a n d o m l y  s e l e c t e d  a p p r ai sa l  d o n e  by the D i v i s i o n  of Lands to 

f a m i l i a r i z e  o u r s e l v e s  w i t h  a p p r a i s i n g  m e t h o d s  e m p l o y e d  by the 

D i v i s i o n  of  Lands. A l t h o u g h  w e  c l a i m  no spec ial  e x p e r t i s e  in this 

h e l d ,  the appr ais al a p p e a r e d  to he thorough, e x t e n s i v e  and im­

partia l.

T h e  C o n s t i t u t i o n  ( A r t i c l e  VIII, S e c . 2) and v a r i o u s  s ec ti o n s  of 

T i t l e  38 d i r e c t  that s t a t e  ands  shall be se le c t e d , sold or leased 

to p r o v i d e  the m a x i m u m  b e n e ' i t s  to the p e o p l e  of the state. I t is 

t h e r e f o r e  d i f f i c u l t  to find f a u l t  w i t h  the Di v i s io n,  in the a b s e n c e  

of  s o m e  o t h e r  s t a t u t o r y  d e f i n i t i o n ,  for a t t e m p t i n g  to m a x i m i z e  the 

m o n e t a r y  r e t u r n s  on s t a t e  leased lands. H ow  they set a bo ut  d oin g 

it, how ev e r ,  is a n o t h e r  subject.
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The Honorable Kay Poland -3- September 14, 1976

T h e  d e c i s i o n  to u s e  niurket rental r a tes  w a s  f u r t h e r  r e fin ed and 

d e l i n e a t e d  w h e n  the  B o a r d  o f  Educu 'on i n s t r u c t e d  the D i v i s i o n  of 

L a n d s  a t  its A u g u s t  28, 1975 m e e t i n g  in K o d i a k t h a t  h e n c e f o r t h  the 

D i v i s i o n  w a s  to o b t a i n  " fa i r  m a r k e t  r e n ta l"  ] /  on all leaded school 

lands. S i n c e  Sec. 16 and 36 lands w e r e  c o n v e y e d  to the s t a t e  to 

g e n e r a t e  school r e v e n u e s ,  it is o n l y  r e a s o n a b l e  to e x p e c t  that 

r e n t s  s h ou l d  r e f l e c t  thi s w h e n  th ey  c o m e  up for  p e r i o d i c  a d j u s t­

men t ,  p a r t i c u l a r l y  in l i g ht  of  the d i r e c t i v e  i s s u e d  by the Boa rd o f  

E d u c a t i o n  to c h a r g e  m a r k e t  rental value.

T h e  D i v i s i o n  of L a n d s  is q u i t e  w i l l i n g  to a d m i t  th a t  in the past  

the A p p r a i s i n g  S e c t i o n  in the D i v i s i o n  of L^ids w a s  vi e w e d  as a 

" po o r  r el at i o n " , w h i c h  a c c o u n t s  f o r  th e c o n t i n u i n g  low r ents ov er  

the y e a r s  in v i o l a t i o n  of the l a w  w h i c h  p r o v i d e s  that  "... no land 

m a y  be sold or l e a s e d  for less t ha n the a p p r o v e d , a p p r a is ed  m a r k e t  

v a l u e . . . "  ( 38 .0 5. 3 1 0 ).  T h e  D i v i s i o n  is n o w  a p p l y i n g  the law, 

t h e r e b y  c o r r e c t i n g  p a s t  n e g l e c t  w h i c h  r e s u l t e d  in low rental rates 

on  s t a t e  leased lands, b e n e f i t t i n g  the i n div idu al l eas eh ol d e r s,  but 

n ot  n e c e s s a r i l y  the p e o p l e  o f  A l a s k a  in general.

A  legal o p i n i o n  (co py a t t a c h e d )  f r o m  the A t t o r n e y  G e n e r a l 's  o f f i c e  

to C o m m i s s i o n e r  M a r t i n  p r e v e n t s  the C o m m i s s i o n e r  fro m w a i v i n g  or 

l o w e r i n g  the incre ase s.

1 1 . R a t e  of C o n t r a c t  R en ts

T h e  s t a t u t e s  p r o v i d e  that the initial rent shall be d e t e r m i n e d  

base d on th e " a p p r o v e d ,  a p p r a i s e d  m a r k e t  valu e" ( 3 8 . 05. 310 ), and 

t h a t  s u b s e q u e n t  r e a d j u s t m e n t s  of the r ent s be b ase d on a " r e a p­

pr a i se d  annual rental valu e" ( 3 8 .0 5.1 05)

Mu c h  c o n t r o v e r s y  has a r i s e n  o ver the term "annual rental value". 

P r o t e s t i n g  l e a s e h o l d e r s  c l a i m  t h at  rental v al u e  c a n n o t  be pegged to 

the m a r k e t  value, t h a t  it ■>'s s o m e t h i n g  less. T h e  sourc es w e  have 

c h e c k e d  for a d e f i n i t i o n  of rental v a l u e  s l a t e  that rental value 

is--

" ( T) h e  m o n e t a r y  a m o u n t  r e a s o n a b l y  e x p e c t a b l e

for the r i g h t  to the a g r e e d  us e of real e sta te. ...

Usua ll y,  it is e s t a b l i s h e d  by c o m p e t i t i v e

c o n d i t i o n s . "  2/

i
1/ M e m o  from W. B r u c e  A t k i n s on ,  ADL, to file, d at ed  N o v e m b e r  17, 1975.

2/ Real E s t a t e  A p pr ai sa l P r i n c i p l e s  and T e r m i n o l o g y ,  S o ciet y o f  Real 

E s t at e  A p p r a i s e r s ,  p. 164; and Real E s t a t e  A p p r a i s al  M a n u a l , J e r o m e  

Kn owl es,  Jr. and A s s o c i a t e s ,  p. 286.
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F r o m  the a b o v e  it a p p e a r s  th a t  rental v a l u e  is e s t a b l i s h e d  by 

m a r k e t  c o n di t i o n s.  T h e  p r o b l e m  w h i c h  has and c o n t i n ue s  to e x i s t  in 

A l a s k a ,  though, is t h a t  in m o s t  i n s t a n c e s  the s ta t e  (Div isi on of 

La nds ) m a k e s  its o w n  m a r k e t .  T h e r e  is o r i v a t e  m a r k e t  to speak 

o f  for a g r i c u l t u r a l ,  g r a z i n g ,  recreation..! an d o t h e r  c l a s s i f i e d  

lands. T h e r e f o r e ,  the s t a t e h i s t o r i c a l l y  has used a p e r c e n t a g e  

r a t e  o f  the f a i r  m a r , e t  v a l u e  i n s te ad  of rental v a l u e  to d e te r m i n e  

r en ts o n  lea se d lands. As m e n t i o n e d  ea rli er ,  w h e r e  a p r i v a t e  

m a r k e t  e x i s t s  the D i v i s i o n  is c h a r g i n g  m a r k e t  rental value.

Until 1 9 6 8  this r a t e  w a s  fiv e percent. T h e r e  is n ot h i n g  in w ri t i n g  

w h i c h  e x p l a i n s  w h y  the ra t e  w a s  s et  at f i v e  p erc e n t , bu t we  h ave 

b ee n told t ha t the f i v e  p e r c e n t  f i g u r e  w a s  a m i n i m i m  a m o u n t  d e r iv ed  

f r o m  the  P u b l i c  and C h a r i t a b l e  Use s t a t u t e  of the A l a s k a  Land A ct  

w h i c h  s t i p u l a t e s  that the rental shall be not less than five 

p e r c e n t  of the f a i r  m a r k e t  v a l u e  on  school, u n i v e r s i t y  and mental 

h e a l t h , or a c q u i r e d  lands ( 38 .0 5 . 3 1 5 ( d ) ) .  A lso,  the ra t e  of 

i n t e r e s t  on the u n p a i d  b a l a n c e  of c o n t r a c t  sa les  of s ta t e  lands was 

fiver p e r c e n t  at  t h a t  time, and the r e as o n i n g ,  a c c o r d i n g  to Div i s io n 

p e r s o n n e l ,  w a s  to s t a n d a r d i z e  the c o n t r a c t  sale  and c on t r a c t  rent 

rates. In 1968, then  C o m m i s s i o n e r  of Natural R e sou rce s, T o m  Kelly, 

r a i s e d  the r a t e  to six p e r c e n t  b e c a u s e  he felt five p e r c e n t  w a s  toe 

low. Aga in , there is n o t h i n g  in w r i t i n g  w h i c h  w ou l d  s u b s t a n t i a t e  

this. T h e  D i v i s i o n  o f  L a n d s n o w  c h a r ge s  six p e r c e n t  of the fair 

m a r k e t  v al ue  w h e n  there is no p r i v a t e  lease m a r k e t  and the lease is 

u f  a n o n - r e v e n u e  p r o d u c i n g  nature. The D i v i s i o n  ch ar ge s up to 

e i g h t  an d o n e - h a l f  p e r c e n t  (8 1 / 2 2 ) , or the m a r k e t  rental rate, when 

a p r i v a t e  l ease  m a r k e t  e x i s t s  and w h e n  the land is a potential 

r e v e n u e  pro duc er;  i.e., land w h i c h  is c l a s s i f i e d  a n d / o r  zoned 

c o m m e r c i a l ,  ind us tr i a l ,  o r  r e s i d e n t i a l .

T h e  r a i s i n g  of  the l ea se rental p e r c e n t a g e  rates, in so me  instances 

( su ch as liie A l a s k a  I nd ust ria l S u b d i v i s i o n ) ,  tog eth er w i t h  r e a p p r a i s i n g  

the leases b as ed  on rair m a r k e t  v a l u e  h a v e  be e n  r e s p o n s i b l e  for the 

s t e e p  increases. T h e  D i v i s i o n  of L ands is q u i t e  c o g n i z a n t  of the 

p o t e n t i a l  h a r d s h i p s  suc h a p o l i c y  c r e a t e s  for c e r t a i n  l e a s e hold ers , 

p a r t i c u l a r l y  for those individu als  wh o hold n o n - i n c o m e  p ro d u c i n g  

leases. 3/

M u c h  of the bad f e e l i n g  that w a s  g e n e r a t e d  o v e r  the rent increases 

p r o b a b l y  c o u l d  h a v e  b een a v o i d e d  if the D i v i s i o n  o f  Lands had been 

m o r e  a p p r o a c h a b l e  and  o pe n  in w h a t  it was doing. By not being 

a d v i s e d  of s i g n i f i c a n t  c ha n g e s  in policy , e v e n  w h e n  they are 

j u s t i f i a b l e  a nd d e f e n s i b l e ,  a n d  by being c o n f u s e d  by or ignorant of 

a p p r a i s a l  t e r m i n o l o g y  as u se d  by trie D i v i s i o n  of Lands, it is not 

s u r p r i s i n g  that le ase h o l d er s feel that; the D i v i s i o n  has been ac ti ng  

a r b i t r a r i l y  and  c a p r i c i o u s l y .

3/ M e m o  fro m W. B r u c e  A t k i n s o n ,  ADL, to Michael C. T. Smith, ADL, dated 

N o v e m b e r  4, 1975.
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III.

IV .

S p eci al P r o v i s i o n s  on C e r t a i n  L e as es  L i m i t i n g  R ea pp rai sal  to One  

T i m e

A c c o r d i n g  to the D i v i s i o n  of  Lands, f o u r  leases e x i s t  w hi c h  hav e a 

speci al p r o v i s i o n  on the b a ck  s i d e  of  the last p a g e  w h i ch  i n d i cat es 

tliat the l e a s e will be r e a p p r a i s e d  but on c e  f i v e  y e a r s  a f t e r iss uan ce 

of t he initial lease. T h e s e  lea ses  h av e been r e a p p r a i s e d  now for a 

s e c o n d  time, and the f o u r  l e a s e h o l d e r s  arc p r o t e s t i n g  the rea ppr ais als .

A legal o p i n i o n  issu ed by the A t t o r n e y  G e n e r a l ' s  office, dateJ 

O c t G b e r  3, 1975, holds t h a t  the D i v i s i o n  of  L a nds  e xc ee d e d  its 

a u t h o r i t y  g r a n t i n g  the s pec ial  p r o v i s i o n s  on several grounds.

A. No s t a t u t o r y  a u t h o r i t y  e x i s t e d  to g r an t  the e x e m p t i o n  from 

fiv e y e a r  re nt  a d j u s t m e n t s .  A p p a r e n t l y  all fo u r  leases w e r e  

i s s u e d  p r i o r  to p a s s a g e  of a 1964 bill w h i c h  a me nd e d  3 8 . 0 5 . 1 0 5 

p r o v i d i n g  for w a i v e r s  d u e  to special c on di t i o n s .

B. H o w e v e r ,  ev e n  if they had b ee n issued a f t e r  this a m e n d m e n t  

b e c a m e  law, the special p r o v i s i o n  w o u l d  still be invalid since 

3 8 . 0 5 . 0 7 5  s t i p u l a t e s  that a lease has to be on a form ap pro ve d 

by the a t t o r n e y  ge ner al.  C l e a r l y ,  these lea ses  w e r e  not on an 

a p p r o v e d  form.

C. F i n a l l y,  the special p r o v i s i o n s  a re  invalid b ec a us e  the leases 

w e r e  o f f e r e d  at pub li c a u c t i o n  w i t h o u t  the special p r o v i si on  

b e i n g  p a r t  of the terms of the lease.

As a r e s u l t  of the a b o v e  legal o p i n i o n , pa rts  of r e g u l a t i o n  II AAC 

5 8 . 1 2 0 , w h i c h  a ll o w s  Tor the special p r o v i s i o n  on u n i v e r s i t y  and 

school lands, sh oul d be c h a n g e d  immediately.

W h i l e  c h e c k i n g  into the a b o v e  m a t t e r ,  we  found that the D i v i s i o n  of 

L a n d s  is a p p a r e n t l y  in v i o l a t i o n  of 3 8 . 0 5 . 0 7 5  - L e a s i n g  Pro cedures.

T hi s s e c t i o n  st a t e s that " ( r ) h e  d i r e c t o r  or his r e p r e s e n t a t i v e  

shall i m m e d i a t e l y  issue a r e c e i p t  c o n t a i n i n g  a d e s c r i p t i o n  of the 

land  or i n t e r e s t  leased, the p ri ce  bid, arid the t e r m s of the lease." 

A c c o r d i n g  to D i v i s i o n  of L a n ds  p er son nel  this has n ev er  been done.

If w o u l d  a p p e a r  that, e i t h e r  the D i v i s i o n  of L a nd s sh ou l d  p r o v i d e  

t he  b i d d e r  the "term s of the D .so" at th e time it issues the 

r ec e i pt , o r  the r e f e r e n c e  to U, " l ea se  terms" s h ou ld  be remove d 

fr o m  38. 05 .0 / 5 .

Im p r o v e m e n t to [.eased P r o p e r t i e s

T h e  c h a r g e  has been m a d e  by several l e as e h o l d e r s  in the Alas ka 

In dus tr ia l  S u b d i v i s i o n  tha t their land has b e e n r e a p p r a i s e d  i m­

pr o p e r l y  b e c a u s e  'improvements to the land ha ve  be e n  Laken into 

c o n s i d e r a t i o n ,  ev en  though the l ea se s t a t e s juite c l e a r l y  that the 

land is to be r e a p p r a i s e d  in a s t a t e  of i m p r o v e m e n t  s i m i l a r  to that 

of the land d e s c r i bed m  the le a s e  at the time the lease was issued.
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("... in a s t a t e  of i m p r o v e m e n t  s i m i la r  to t ha t  of the land d e s c r i b e d  

h e r e i n  at the t im e this l eas e w as  e n t e r e d  into.").

T h e  D i v i s i o n  o f  Lands m a i n t a i n s  tha t w h i l e  l e a s e h o l d e r s  c a n n o t  be 

and, fo r that m a t t er ,  have n e v e r  been  p e n a l i z e d  for the i m p r o v e m e n t s  

m a d e  to t he ir  lease d lands, i m p r o v e m e n t s  w h i c h  w e r e  m a d e  at p u b l i c  

e x p e n s e  and  w h i c h  as a c o n s e q u e n c e  r ai s e d  the v a l u e  of  the a re a o r 

the l an ds u n d e r  l e a se  s hou ld  be r e f l e c t e d  in the r ea pp r a i sa l.  W e  

a re  tol d that this p r a c t i c e  is c o n s i s t e n t  and s t a n d a r d  p r o c e d u r e  in 

the r e a p p r a i s i n g  bu siness. W h i l e  w e  ar e n ot a p p ra is er s ,  the 

r e a s o n i n g  s ee ms to m a k e  sense.

S h o r t  of  b ein g p r o v i d e d  w i t h  d a t a  by the 1e a s e h o l d e r s  (which we 

h a v e  a s k e d  for b u t  n ot re ce i v e d ) w h i c h  w o u l d  be a r  ou t their c h a r g e  

that i m p r o v e m e n t s  they h ave m a d e  to t he ir  p r o p e r t i e s  w e r e  bei ng 

i n c l u d e d  in the r e a p p ra is a l ,  w e  c a n n o t  a s s u m e  that the D i v i s i o n  is 

not r e a p p r a i s i n g  the p r o p e r t i e s  e x c l u s i v e  of i m p r ov e m e n t s o w n e d  by 

the i ndi v i d ua l l e as eh o l d e r s,  or that they are  not a p p l y i n g  p r o f e s­

sional s t a n d a r d s  w h e n  a p p r a i s i n g  lands.

* * * * * * * * * *

C o n c l u s i o n s

Our i n v e s t i g a t i o n s  i n d i c a t e  that s u b s t a n t i v e  a n d / o r  long term r e l i ef  to 

the l e a s e h o l d e r s  r e g a r d i n g  the p e r i o d i c  r e n t  a d j u s t m e n t  of their lea se-  

h ol d i n g s  is p r o b a b l y  not p o s s i b l e  u n d e r  the e x i s t i n g  statutes. If it is 

b e l i e v e d  t h a t  i n c r e a s e s  o f  r en ts sho ul d be l imi ted  in some w ay  , or that 

rents be r e a d j u s t e d  on a d i f f e r e n t  b as is than p e r c e n t a g e  of fair m a r k e t  

v a l u e  or fai r m a r k e t  rental v a l u e  as is the p r a c t i c e  now, it will be 

n e c e s s a r y  to l e g i s l a t e  to that effect.

lin n e w  l e g i s l a t i o n  will be n e c e s s a r y  to r e q u i r e  the D e pa r t m e n t  of 

natural R e s o u r c e s  ( D i v i s i o n  of Lands) to b rin g their r e g u l a t i o n s  into 

c o m p l i a n c e  w it h  e x i s t i n g -, a p p l i c a b l e  s ta tu t e s  or  to "cl e a n  them up" so 

that the a m b i g u i t i e s  r e g a r d i n g  m e a n i n g  and the i n c o n s i s t e n c i e s  of the 

language a n d  d e f i n i t i o n s  us ed  in the r e g u l a t i o n s  are e liminated. W h i l e  

no n e w  l e g i s l a t i o n  is n e c e s s a r y  for the r e v i s i o n  and u p- d a t i n g  or the 

r e g u l a t i o n s ,  it is r e c o m m e n d e d  that the a p p l i c a b l e ,  a u t h o r i z i n g  s t a t ut es  

be r e v i s e d  as n e c e s s a r y  t.o be c o n s i s t e n t  and c l e a r  throughout. T h e y  a re  

not now, ir. some instances.

L'K: j m

A t t a c h m e n t s

cc: T h e  H o n o r a b l e  J a l m a r  K e rt tu la
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'«.-37 „  ’ )( " A  ' .! ,
R e v i s e d  J u l y ,  1 9 6 0  S T A T E  O F  A L A S K A  /■* ,d 1 I J  . .

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  , * ( /  \
V  rf  D I V I S I O N  O F  L A N D S  , ; A. \  . •*

fa] 344  S i x t h  A v e n u e  0'\ 1 '  A f \
0/ ^  * A n c h o r a g e ,  A l a s k a  *  y i 'i' V

/ f4 >
• .? ‘ L e a s e  No. A D L  0 3 0 6 6 __________

/)? *
•\

\ '
L E A S E  A G R E E M E N T

T H I S  I N D E N T U R E  m a d e  a n d  e n t e r e d  i n t o  this  2ni____________da y of K,ny___________

19 61 , b y a nd  b e t w e e n  the S T A T E  OF  A L A S K A ,  t h r o u g h  the D i r e c t o r  o f  the D i v i s i o n  of

L a n d s ,  w i t h  the c o n s e n t  a nd  a p p r o v a l  c f  the C o m m i s s i o n e r  of the D e p a r t m e n t  of  N a t u r a l  

R e s o u r c e s ,  a c t i n g  for an d o n  its b e h a l f  u n d e r  and p u r s u a n t  to C h a p t e r  169, S L A  1959, as 

a m e n d e d ,  a n d  the  r e g u l a t i o n s  p r o m u l g a t e d  t h e r e u n d e r ,  as a m e n d e d  or h e r e a f t e r  am end ed,  

h e r e i n a f t e r  r e f e r r e d  to as the L ES SO R ;  and __________ Ja me s E. R l g s b e e , Jr.

of 2005 - 20 t h  A v e n u e .  A n cho rag e. Alaska.

h e r e i n a f t e r  r e f e r r e d  to as the LE SS E E :

W I T N E S S E T H ,  that w h e r e a s  the L e s s o r  h as  c l a s s i f i e d  the lunds h e r e i n  d e m L s e d

£ 3 : _________________ C o m m e r c i a l  - Indian rial________________ lands on A p r i l  24. 19 61

p u r s u a n t  to C h a p t e r  169, S L A  19 5Q, as a m e n d e d ; a n d

W H E R E A S ,  the L e s s o r  h as  c a u s e d  the l ands h e r e i n  d e m i s e d  to be a p p r a i s e d  and 

su c h  a p p r a i s a l  w a s  m a d e  a nd  a p p r o v e d  on or  a f t e r  F e b r u a r y  23_________ , 196j____________ ; and

W H E R E A S ,  the L e s s o r  has c a u s e d  a n o t i c e  of in ten t to l ease the l ands h e r e i n  

d e m i s e d  t:o b e  p u b l i s h e d  as r e q u i r e d  by  law or c a u s e d  n o t i c e s  of in te nt  to lease to be 

p o s t e d  as r e q u i r e d  b y  law; an d

W H E R E A S ,  an a u c t i o n  o f  the w i t h i n  d e m i s e d  p r o p e r t y  w a s  h e l d  at the time an d

pl ac e d e s i g n a t e d  by . ,'ce a nd  said  sal e w a s  a p p r o v e d  by  the D i r e c t o r  o f  the D iv i si o n

of L a n ds ,  D e p a r t m e n t  o f  N a t u r a l  R e so u r c e s ,  S t a t e  o f  A l a s ka :

N O W  T H E R E F O R ,  the L e s s o r  ha s s g r e ^ u  to let an d does h e r e b y  lrt a nd  de mis e to

the L e s s e e ,  a n d  the L e s s e e  h as a g r e e d  to t a k e  a n d  does  h e r e b y  tak e fro m the L e s s e r  all 

that lot, p i e c e,  or  p a r c e l  o f  l and m o r e  p a r t i c u l a r l y  b o u n d e d  and d e s c r i b e d ,  as follows: 

Lots O n e  (1), a n d  T w o  (2), b l o c k  T e n  ( 1 0 ) , F ir s t  A d d i t i o n  to t h e A l a s k a Industrial SuL- 

_  d i v i s i o n ,  w i t h i n the N o r t h e a s t  Qu ar t e r of Sect: ion S ix  t e en. T o wn  s hin T h i r t e en Ntirtli, !>.anor»

T h r e e  W es t ,  S e w a r d  M e r i d i a n ,  c o nt a i n i n g . 0 . 61 acres, m or e or less, a oc o D i m ; ;  to th e  o f!: t rial 

plat th ere of,  o n  file  and of  r ec o r d  w i t h  th e R e c o r d e r  of D e e d s, A n c h o r a ge  RecordJ_ng-Hrac.iuci^ 

A n c h o r a g e ,  A l a s k a .   ___________________________________________________

TO  H A V E  A N D  TO H O L D  t h e  sa i d  d e m i s e d  p r e m i s e s  for a ter m o f  f i f t y - f i v e___________

(55 ) y e a r s  c o m m e n c i n g  on the 2nd day of__ M a y _____________________ , 19_6l______  a n d  e n d i n g

at 12 o ' c l o c k  m i d n i g h t  on the 1st___________ d ay  of__ M ay _____________________ , 2016 , u n l e s s

s o o n e r  t e r m i n a t e d  a 3 h e r e i n a f t e r  provided.

T h e  L e s s e e  s h all  pa y to the L e s s o r  rental as follows: E qual q u a r t e r l y________

p a y m e n t s ,  in a d v a n c e ,  o n o r  b e f o r e  the  2nd__________  day of A u g u s t, N o v e m b e r. F e b r u a r y ____

and M a y    of  e v e r y  y e a r  d u r i n g  aaLd  term  at the rale of j j q q H t m dr ed

~ a n d  F i ft y - f i v e  and 1)0/100............................... ___Do liars (? 255.0 Q ..........) per__q a iLLC£-
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such p a y m e n t s  to b e  G u bje ct Co a d j u s t m e n t  at each five year I nte rv al  fro m the e f f e c t i v e  

d a t e  h er eo f ,  If the  l e a se  ter m h e r e o f  e x c e e d s  five years, such a d j u s t m e n t  to be b ased  

p r i m a r i l y  u p o n  a r e a p p r a i s e d  annu al renta l v a l u e  o f land in a s t a te of I m p r ovem ent  

s i m i l ar  to that o f the land d e s c r i b e d  h e r e i n  nt^ the t ime this leaslTwas^'enrerecTTnto.

It ia h e r e b y  m u t u a l l y  c o v e n a n t e d  and a g r e e d  that this i n d e n t ur e  is m a d e  

u p o n  the f o r e g o i n g ,  an d u p o n  the f o l l o w i n g  a gr e e m e n t s ,  c on di t i o n s ,  covenants, and 

terms, VIZ:

1. T h e  w o r d  " L e a s o r "  as and w h e r e v e r  u s e d  in the lease, shall be c o n s t r u e d  

to include, and shall inc lud e, b i n d  and i nu r e  to the b e n e f i t  of, the S t a t e  of Alas ka,  

its s u c c e s s o r  an d a ssi gn s,  at any time d u r i n g  the t e r m  of this l ease or any r e new al 

thereof; a n d  the w o r d  " L e s s e e "  as and w h e r e v e r  u s e d  in this lease shall be c o n s t r u e d  

to i n c l u d e  a n d  shall i n c l u d e  and b i n d  a n d  i nur e to the b e n e fi t of the Lessee, his 

s u c c e s s o r s  and ass i g n s .

2. It shall be the r e s p o n s i b i l i t y  of the L e s s e e  to p r o p e rl y  locat e h i m s e l f  

a n d  h is i m p r o v e m e n t s  w i t h i n  the c o n f i n e s  of the p r o p e r t y  le ase d here in.

3. T h e  L e sso r, Alas ka,  h e r e b y  e x p r e s s l y  saves, e xc ep t s  and r e s e r v e s  out of 

th e g r an t h e r e b y  m a d e  u n t o  itself, its lessees, s u c c esso rs,  and a s s ig ns  forever, all 

oils, gas es,  c o a l ; ores, m i n e r a l s ,  f i s s i o n a b l e  m a t e r i a l s ,  an d fossils of every none, 

k i n d  or d e s c r i p t i o n ,  a nd  w h i c h  m a y  be in or u p o n  said lands a bov e descri bed , c. a n y  part 

t he reo f, a n d  the ri ght  to e x p l o r e  the sam e fur such oils, gases, coal, ores, m i n er al s,  

f i s s i o n a b l e  m a t e r i a l s ,  and fossils, and it als o h e r e b y  e x p r e s s l y  uave3 and r e s e r v e s  out 

of the. g r a n t  h e r e b y  m ad e ,  u n t o  itself, its lessees, s uc c ess ors , and assi gns  forever, the 

r i g h t  to e nte r by itself, its or their agents, a tto r n ey s,  and ser v a n ts  u po n said lands, 

qny part o r  p a r t s  thereof, nt any  and all times, for the p u r p o s e  of opening , d e v el op in g ,  

d r i l l i n g  a nd  w o r k i n g  m i n e s  or w e l l s  on  t hes e or o t h e r  lands und taking out and r e m o v i n g  

d h e r e f r o m  all su ch  o ils , gases, coal, ores, m i n e r a l s ,  f i s s i o n a b l e  m a t e r i a l s  and fossils, 

and to that end it f u r t h er  e x p r e s s l y  r e s e r v e s  out of (he gi .nt h e r eb y made, unto itself, 

its le oseen, s u c c e s s o r s ,  and  a s s i g n s  forever, the right by its or their agents, s e r v a n t s  

and a t t o r n e y s  at any and all t imes  to erect, c o n s t r u c t ,  m ai n t a i n ,  and u s e  all ouch 

b ui ld i ng s ,  m a c h i n e r y ,  roads, p i p e l i n e s ,  p o w e r l i n e s ,  and r aiL roa ds,  sink ouch shafts, 

drill su c h  wel ls , r e m o v e  such soil, and  to r e m a i n  on said lands or any part t h ereo f for 

‘-he f o r e g o i n g  p u r p o s e s  and to o c c u p y  as m u c h  or said lands as m a y  be n e c e s s a r y  or 

c o n v e n i e n t  for suc h p u r p o s e s  h e r e b y  e x p r e s s l y  r e s e r v i n g  to itself, its lessees, 

s uc ce s so r s ,  and a s s i g n s ,  as a for esa id,  g e n e r a l l y  all righ ts and power in, to and o ve r  

sa i d  land, w h e t h e r  h e r e i n  e x p r e s s e d  or not, r e a s o n a b l y  n e c e s s a r y  or c o n v e n i e n t

to r en d e r  b e n e f i c i a l  and e f f i c i e n t  the c o m p l e t e  en j o y m e nt  of the p r o p e r t y  and rig ht s 

h e r e b y  e x p r e s s l y  re served.

P r o v i d e d ,  h o we ve r,  no r i gh ts  s h a l 1 he e x e r c i s e d  by Alaska , its leasees, 

s u c c e s s o r s  or a s s i g n s ,  u nt i l  p r o v i s i o n  has be en  m a d e  by Alaska, its lessees, s u c c e s s o r s  

or a s s ig ns , to p ay  to the o wne r of  the land, u p o n  w h i c h  the rig h t s  h e r e i n  r es e r v e d  to 

A la s k a ,  its lessees, su c c es so r s ,  or a s s i g n s  are sought to be exercised, full p a y m e n t  for 

all d a m a g e s  s u s t a i n e d  by said ow ner , by r e a s o n  of e n t e r i n g  up o n  said land; p r o v i d e d,  

that if s a i d  o wn er  for any c a u s e  w h a t e v e r  r ef u s e s  or n e g l e c t s  to set tle  said damages, 

A ln s k u ,  its le sse es,  s u c c e s s o r s  or a s s i g n s  or any a p p l i c a n t for a lease or c o n t ra ct  fr o m  

A l a s k a  for the p u r p o s e  of p r o s p e c t i n g  for v a l u a b l e  m i n e r a l s ,  or o p t io n  c ont rac t or lease 

for m i n i n g  coa l or l ease  for e x t r a c t i n g  p e t r o l e u m  or n a tur al gas, shall hav e the right, 

a f t e r  p o s t i n g  a s u r e t y  bo.id w i t h  the D i r e c t o r  in a c om pa n y  q u a l i f i e d  to do b u s i n e s s  in 

A l a s k a  or in a fo r m  as d e t e r m i n e d  by the D i r e c t o r ,  after d u e  n o t i c e  and o p p o r t u n i t y  to
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b e  h e a r d ,  to be s u f f i c i e n t  in a m o u n t  a n d  s e c u r i t y  to s e cu re  th e said o w n e r  full 

p a y m e n t  fo r all s u c h  d a m a g es ,  to e n t e r  u p o n  the land in th e e x e r c i s e  of s ai d  r e se r v e d  

r i g h t s ,  a nd  s ha l l  h a v e  the r ig h t  to i n s t i t u t e  s u c h  legal p r o c e e d i n g s  in a c our t of 

c o m p e t e n t  j u r i s d i c t i o n  w h e r e i n  the  l and is s i c u a t s d ,  as m a y  be n e c e s s a r y  to d e t e r m i n e  the 

d a m a g e s  w h i c h  the s u r f a c e  l e s s e e  of s u c h  lands m a y  suffer.

4. T h e  l ands  l e a s e d  h e r e i n  h a v e  b e e n  c l a s s i f i e d  as sh own  o u  p a g e  1 of this 

a g r e e m e n t  a n d  in a c c o r d a n c e  w i t h  the C l a s s i f i c a t i o n  R e g u l a t i o n s ,  T it l e  11, D i v i s i o n  1, 

C h a p t e r  1, S u b c h a p t e r  1, and any u se t h e r e o f  w h i c h  s hal l be in m a t e r i a l  c o n f l i c t  w i t h  

r a i d  c l a s s i f i c a t i o n  sh al l ,  if no t r e m e d i e d  a ft er due n o t i c e  t h er e o f  has  b e e n  se r v ed  on ch 

L e s s e e ,  c o n s t i t u t e  a b r e a c h  o f this l e a se  and  the L e s s o r  m a y  t h e r e u p o n  t e rm i n a t e same  in 

a c c o r d a n c e  w i t h  p r o v i s i o n s  h e r e i n  c o n t a i n e d .  The  L e s s o r  does n o t  w a r r a n t  that by

s u c h  c l a s s i f i c a t i o n  the lan d is i d e a l l y  s u i t e d  for the use ujr.p.urlzad t h e r e u n d e r  and 

t h e  L e s s o r  g i v e s  n o  g u a r a n t y ,  a c tu al  or imp l i e d , that the u t i l i z a t i o n  u n d e r  said  

c l a s s i f i c a t i o n  w i l l  be  p r o f i t a b l e .

5. A l l  c oa l, oil, g as an d o t h e r  m i n e r a l s  and  all d e p o s i t #  of  s cone  or 

g r a v e l  v a l u a b l e  for e x t r a c t i o n  and  u t i l i z a t i o n  a n d  all m a t e r i a l s  s u b j e c t  to Title 1 1 , 

D i v i s i o n  1, C h a p t e r s  F o u r  (4), F i v e  (5), a nd  Six \6 ), A l a s k a  A d m i n i s t r a t i v e  Code,

as a m e n d e d  or  as shall h e r e a f t e r  be a m e n d e d  a r e  e x c e p t e d  fro m the o p e r a t i o n  o f  this 

lease. Viz: T h e  L e s s e e  s h a l l n o t  s ell or  r e m o v e  for u s e  e l s e w h e r e  an y timber, stone,

g r a v e l ,  p e a t m o s s ,  or an y o t h e r  m a t e r i a l  v a l u a b l e  for b u i l d i n g  or c o m m e r c i a l  purposes; 

p r o v i d e d ,  h o w e v e r ,  that m a t e r i a l  r e q u i r e d  in the e n j o y m e n t  of this lease m a y  be used 

a f t e r  a w r i t t e n  p e r m i t  t h e r e f o r  has b e e n  o b t a i n e d  f ro m  the l e sso r.

6 . T h e  L e s s o r  e x p r e s s l y  r e s e r v e s  the rig ht t:o g r a n t  e a s e m e n t s  or r igh t s - o f-  

w a y  a c r o s s  the land h e r e i n  le as e d  if it is d e t e r m i n e d  to be  in the b e s t  I n te res ts of 

the S t a t e  to do so; p r o v i d e d ,  h o w e v e r ,  that the L;:-see shall be  e n ti t l e d  to c c m p i n ? s c i o n  

for all i m p r o v e m e n t s  or c r o p s  w h i c h  ar a d a m a g e d  or d e s t r o y e d  as a dir ec t result cf s u c h  

e a s e m e n t  o r  r i g h t - o f - w a y .

7. T he  L e s s e e  s h a l l  not c o m m i t  w a s t e  o r  in jur y u p o n  the Linde lea se d herein. 

A n y  v i o l a t i o n  o f  this a g r e e m e n t  shall not  o n i y  s u b j e c t  the o f f e n d e r  to c i v i l  liabil ity , 

b u t  u p o n  c o n v i c t i o n  t h e r e o f  he m a y  b e  fined In j n y  s u m  r.ot e x n e  :div.g ^ 1 0 U 0 .0 0 .

8 . I f the lands l e a s e d  h e r e i n  a re  c l a s s i f i e d  a nd l e v i e d  us g r a z i n g  or

a g r i c u l t u r a l  lands t he L e s s e e  s ha ll  not p r e v e n t  or d e n y  the lawful p u r . u l t  or the

h u n t i n g  of g a m e  o r  the t a k i n g  o f  fish; p r o v i d e d ,  h o w e v e r ,  the D i re c t o r ,  u p o n  r eq u e s t  

in w r i t i n g ,  m a y  a l l o w  the l an ds le a s e d  h er e i n ,  or  p o r t i o n s  th ere of,  to be p o s t ed  to 

p c o h i b i t  h u n t i n g  a n d  f i s h i n g  w h e n  it a p p e a r s  n e c e s s a r y  in o rd ?r  to p ro p e r l y  protect 

Che L e s s e e  and his p r op er ty .

9. S h o u l d  the la nds  h e r e i n  l e a s e d  lie w i t h i n  the j u r i s d i c t i o n  of any

a u t h o r i z e d  b u i l d i n g  or z o n i n g  a u t h o r i t y  th e y  .shall b e  u t i l i z e d  ;n a c c or d a n c e  w i t h

the r ul es  and r e g u l a t i o n s  p r o m u l g a t e d  b y  ;hid a u t h o r i t y .

10. T h e  L e s s e e  shall take  all r e a s o n a b l e  p r e c a u t i o n  to p re v e n t , and take 

all r e a s o n a b l e  a c t i o n  to s u p p r e s s  g r a ss , b r u s h  a nd  forest fire? on the land h e r e i n  

leased,

11. T h e  L e s s e e  s hal l a l l o w  the Lessor, th ro jg h its d u l y  a u t h o r i z e d  r e p r e­

se n t a t i v e ,  to e n t e r  u p o n  the l e a s e d  p r e m i s e s ,  At any r e a s o n a b l e  time, for rht purpos e 

o f  an  i n s p e c t i o n  thereof.

- 1 -
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12. W h e n  the L e s s e e  shall u se  the lands l ea s e d  h e r e i n  to c o n s t r u c t  any fora 

of h y d r a u l i c  p r o j e c t  or e m p l o y any e q u i p m e nt  or e n ga g e  in any a c t i v i t y  w h i c h  wi ll  use, 

d i v e rt ,  o b s t r u c t ,  p o l l u t e  or c h a n g e  the n a t u r a l  flow or be d o f  any river, lake or 

s t r e a m  or  that w i l l  u t i l i z e  any o f  the w a t e r s  of the S t a t e  or m a t e r i a l s  f rom any

river , l a k e  o r  s t r e a m  beds, the L e s s e e  shall, p r i o r  to the cotnnencement o f  any su c h

o p e r a t i o n s ,  p r o c u r e  the a pp ro v a l  of the C o m m i s s i o n e r  of che D e p a r t m e n t  of  F i s h  and 

C a m e  a n d  the o r i g i n a l  or an i m a g e  c o p y  t h e r e o f  shall be filed w i t h  the L e s s o r  p r i o r

to  t h e  commencement of  3uch a c t i v i t y .

13. T h e  L e s s e e  m a y  a s si gn  the lands, or p o r t i o n  thereof, h e r e i n  de min ed,  

p r o v i d e d ,  h e  first m a k e s  a p p l i c a t i o n  to the Le s s o r lor n p e r mi t  and the Lesso r, In 

h i s  d i s c r e t i o n ,  m a y  i s s u e  such p erm it  if h e  f ind s it to be in the best i n t e r e s t  of 

A l a s k a .  U p o n  an a s s i g n m e n t  b e i n g  g ran te d,  the a s s i g n e e  t h e r e u n d e r  shall b e c o m e  

s u b j e c t  to and be g o v e r n e d  by the p r o v i s i o n s  of  this lease in the s am e  m a n n e r  as though 

he  w e r e  the o r i g i n a l  Lessee.

16. T h i s  l ea se m ay  not be m o d i f i e d  o r a l l y  or in any m a n n e r  o t h e r  than by an

a g r e e m e n t  in w r i t i n g  s i gn ed  by all p a r t i e s  h er et o  or their r e s p e c t i v e  s u c c e s s o r s  in

i n t er es t.

13. ihis l ea se m a y  b e  c an ce l l e d ,  in w h o l e  or in part, u n d e r  o n e  or m o r e  o f  

the f o l l o w i n g  c on d i t i o n s ;

A. W h i l e  in g o o d  s t a n d i n g  by the tmiLu../, a g r e e m en t In w r i t i n g  of  the 

r e s p e c t i v e  p a r t i e s  hereto.

B. If i s s u e d  in error w i t h  r e s p e c t  to m a t e r i a l  facts.

C. If the leas ed p r e m i s e s  ar e b e i n g  use d for <;:i u n l a w f u l  pu rpo se.

lb, If the L e s s e e  s ho u l d  d e f i u l t  in the pevforc.ance of any of  the terms, 

c o v e n a n t s  or s t i p u l a t i o n s  h e r e i n  c o n t a i n e d  oi . 1  the r e g u l a t i o n s  p r o m u l g a t e d  p u r s u a n t  

to C h a p t e r  169, S LA  1959, as a men ded , and s. id def .nl I shall not be  r e m e d i e d  w i t h i n  

3'J d a > s  ;io.t: w r i t t e n  n o t i c e  of such  d efa ult  has  I urn sat /e d u p o n  die L e s se e  by the 

Lessor, the L e s s e e  shall be subj'ected to such legal a ct io n  as the L es s o r  shall c!o«n 

A p p r o p r i a t e ,  i n c l u d i n g  but not limited to, the f or fe i t u r e  of this lease. No 

i mp ro v em e n t  r. m ay  b e  r e m o v e d  by the L e s s e e  d u r i n g  any p e r i o d  in w h i c h  this lease is in 

dcffiult. In the event that this lease shall be t e r m i n a t e d  b e c a u s e  of  a b r e a c h  of any 

«;£ the renst., c o v e n a n t s ,  or s t i p u l a t i o n s  c o n t a i n e d  h e r e i n  the annual rental p ay m en t  

last m a d e  by the L e s s e e  shall be r e ta in e d  by t In Lessor as tqiu.Lited dam ages.

If:

17. Any n o t i c e  or d e m a n d  w h i c h  must be g i v en  or m a d e  by the p a r t i e s  h e r e t o  

shall b e  in w r i t i n g ,  and shall be c o m p l e t e  by s en d i n g  su< It n o t i c e  or d e m a n d  by U n i t e d  

St* cos rtq.:n o t  ed or c e r t i f i e d  mail to the a d d r e s s  shown on the lease or to s u c h  il.her 

a d d r e s s  t. Ilia p a r t i e s  shall d e s i g n a t e  in w r i t i n g  ftcta tim e to rime. A co py  c t  v . . 

su c h  notj. nl.al 1 he f o rw ar de d  by the Lossci tu any l ie nh ol d e r  who h as  p r o p e r l y  r ec or de d  

hi s intot est in the lease with the Lessor.

18. In the event that this lease i ?. t e r m i n a t e d  as h e r e i n  p r o v i de d,  by s u m mar y 

p r o c u c d i n g s  or o t h e r w i s e ,  or in the event that the d e m i s e d  lands, or any purt thereof, 

s h o u l d  be  ah .ndotud by the L e s s e e  d u r i n g  the t erm ot this lease, the L e ss or  m a y

i m n e d t ? t e l y , or at any time therea fte r, ent er or r e - e nt er  and take  p o s s e s s i o n  o f  3flid 

lands, or any part thereof, and without 1 ) t.ility for i.ny d a m a g e  therefor, rtroove all
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p e r G o n s  e n d  p r o p e r t y  t h e r e f r o m  e it he r  by  awium.t y p r o c e e d  Jr.go o r  b y  a e u i u l  • .. o

or p r o c e e d i n g  at law; p r o v i d e d ,  h owe ve r,  the* ihe void.; " e n t r y 11 end *'ra-c. • : • .* v..-,»d

h e r e i n ,  a r a  no t r e s t r i c t e d  to t he ir tf.i-i.r.ievi legal men u i n g.  A n y  e nt ry  o* r i. Viy 

p o s s e s s i o n ,  r e p o s s e s s i o n ,  d i s p o s s e s s ,  ou.i/'ni wi spot.session hy  t h e  Lessor, I. : . 1
or t a k e n  b y  s u m m a r y  p r o c e e d i n g s ,  o r  otherwise?, shall not be d e e m e d  to rr. s ol ve  tut love, 

r e l e a s e  o r  d i s c h a r g e  the Le ss e e ,  ei the r in w h o l e  or in part, i'rem any 11 .viil :sy her nmdiftr.

19. U p o n  t h e  e x p i r a t i o n ,  t crrjln.it i on or c a n c e l l a t i o n  of  this  ..asu uni-itt’ 

t he  s a m e  h a s  b e e n  r e n e w e d ,  the L e s s e n  shtiil q u i e t l y  an d poe..;esbiy leave, w i . . «*.:/&;• x id 

y i e l d  u p  u n t o  t he  L e s s o r  all of  the l e a s e d  lsi;.P o n the la»t d w y  of the tv*:.: c \  t.'c leaaa.

20. T h e  r e c e i p t  o f  re n t  b y  the L e s s o r,  w i t h  o r  w i t h o u t  k n o w l e d g e  .>£ i»ny 

b r e a c h  o f  t h e  l e a s e  by the L e s s e e  or of a n y  d e f a u l t  ut .iC p a r t  of  the L s s c v *  in 

o b s e r v a n c e  o r  p e r f o r m a n c e  of a n y  of  the conditio;;:; ir : .wt.sr.ts of this le-w.i,. .vhr.ll

n o t  ba d e e m e d  to be a w a i v e r  o f  a ny  p r o v i s i o n  i f this lar.si. N o  r a i l u r *  o; :‘ \ r . pax: 
of  t h e  L e s s o r  to e n f o r c e  a n y  c o v e n a n t  o r  [.r e v i s i o n  h e r o i n  c on ta i n e d,  ra.x »•*.;, O d l v & r

o f  a n y  r i g h t  h e r e u n d e r  by the Lesso r, uni.-.;:; ;a w: i t i r.g, s h a l l  d i a c h a r g i  o v w . v a i i d a t a  

su c h  t e r m s  or c o v e n a n t s  or a f f e c t  the r ight ol (he L e ss o r  to e n f o r c e  thv. » i.» the

ev en t of  any  s u b s e q u e n t  b r e a c h  c.r default.. 'Jhu rece ipt  by the L e s s o r  o:. r •.*..?» ax t u y  

o t h e r  s u m  o f  m o n e y  o r  the t e r m i n a t i o n ,  in a ny mariner, ot die t e r a  t h e r a m  

or a f t e r  g i v i n g  by the L e s s o r  of  any i.atj.cn h e r e u n d e r  to a f f e c t  such ! « i t i > t o n ,  

shall not r e i n s t a t e ,  continue, or ext stud r’i.o r e s u l t a n t  term h e r e i n  d&iavs.a. ?: d eoc v o v .

or in a ny  m a n n e r  i m p a i r  the e f f i c a c y  o i  any  such n o t i c e  of tovuunuLlc.'i ..tv h i v e  be an

g i v e n  h e r e u n d e r  by the L e s s o r  to the ) .•s';.1:: p r i o r  vo toe r ..-r.el.pt: of any r.._i o f  t u n e y

or o t h e r  c o n s i d e r a t i o n ,  u n l e s s  exp: cs.i.'.l i n  w r i t i n g  m.j. mid l>y the L j m o a .

21. T h e  Le ss e e ,  a f t e r  m i L i m ;  i .i l. l'i .h  was bo on  r'll.vt d ie  Laasoc

and p r i o r  to the c o m m e n c e m e n t  o f  su'.ii »„«.'!■ rw.y J n  niv.'iu: :.v or

f u tu r e  r e n t a l s ,  p r o v i d e d  the conti/.pl-.f t.d ........ to n. ... . ...pi: .hc.J ; o f t  l.h?. ,.rua

l e a s e d  h e r e i n ,  i n  t h e  d i s c r e t i o n  o » l w i c h . I t  i n . . I t  i . <  m e  r .  a •...;••! . ^ t u a . , . n n
to o t h e r  S t a t e  o w n e d  lands. T h e  Lc:;.;..^ .u,. ...r I i... i. u i p r n u c e J  width ct.u .a  .ex -or

r e n t a l  c re d i t ,  if g r a n t e d ,  shall ntlpul .it .• i.w t yp • i.i.l uaI •••ni. of i >i oVtv. m t  i,

n t u n d a r d a  of  c o n s t r u c t i o n  to he  follow.-.I u d  .:,e lam .i ;.I iow.ibl e u M O i '  t-'iVsi.

th e r e fo r;  p r o v i d e d  f ur th e r  that n o  «.i .tt > i it: » l.A.to ; n .lie h.ainit ..,.t

w o r k  h a s  b e e n  c o m p l e t e d  and the I.e..tea 1 . > :..pi . . .• J :; ..i c . ..- .. ;n

the p r o v i s i o n s  o f  said a u t h o r  1/..at: ion.

22. If, u p o n  th e e x p i r a t i o n  ol: this lean:, the L e s s e e  deal.- s a r a x e . i - l  
l e a s e  o n  the lands, p r o p e r t i e s  or i n te r e s t s  c o v e r e d  herei n, he  shall wi thi n 3;) Jr./:; \

b e f o r e  the e x p i r a t i o n  o f this lease, main: r«pp 1 I eat I mi (o tin: l.car.or o n  F o r *  :»i.-7A \
e n t i t l e d  " A p p l i c a t i o n  for R e n e w al  o f  l.e.tar," in w h i c h  he  m i u r  c e r t i f y  u p d j r  •nth to \

the c h a r a c t e r  a nd  v a l u e  o f  all the i m p r o c . . c it m exist lug n.mn in** l a n d ,  tlu pur,:*'. j *j for 1
w h i c h  h e  d e s i r e s  a r e n e w a l  a nd such wvi.o- .nf< riivic ion c. the i)(rector of c;i* »• o t
I a m d s  m a y  r equ ire . A l c n g  viif.h the . p p i i c . i i  .. the nppl I uunt shit 11 d epos it a i.n ; c.jaul

to 5UX o f  the c u r r e n t  a n n u a l  rental, ir pn.vitbid herein, hut In no event to ex.-.cud the 

sura o f  $5 0. 0 0 .  T h e  L e s s o r  m a y  r he ru upo r l.-aw: said lands In c o m p l i a n c e  v i » h  live p r o­

v i s i o n s  h e r e i n  e nu me r at e d ,  C h a p t e r  169, M P .  1959, as am.-nlcd, a n d  the rule* and 

r e g u l a t i o n s  p r o m u l g a t e d  t he r e u n d e r ,  al la,/!•»,-, a p ro f  cv.n ee right to the  Lea ae e h.'rulu.

23. T h e  L e s s e e  h e r e u n d e r  s h a l l ,  u po n  the e x p i r a t i o n  o f  this le^sit o t  tite prior 

t e r m i n a t i o n  t h er e o f  by m u t u a l  agroimen.., I - ■ 1 lowed a p r e f e r e n c e  right to re-ltiWio the 

l an ds  l e a s e d  h e r e i n  If all o t h e r  p e r t i n e n t  in.lorj, are swbfctontlnlly equivalfcut. If the 

r e n e w a l  l e a s e  does not r e q u i r e  p u b l i c  aucr.iuu the p r e f e r e n c e  r i g h t h o l d e r  shall ur.crci l~  
h i s  r i g h t  w i t h i n  30 d a y s  b e f o r e  the exp 1 car Ion nl this least: b y  w r i t t e n  r.ctlca d l rer.trd
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to  th o L e s s o r  and f a i l u r e  to  do bo s ha ll r e su l t  In f o r f e i t u r e  and c a n c e l l a t i o n  of such 

p r e f e r e n c e  right. In the event that t h o , l e a s e  is s ubj ect  to and is o f f e r e d  at pu bli c 

a u c t i o n  the p r e f e r e n c e  r i g h t h o l d e r  shall, at the c l o s e  of b idd ing , i n d i c a t e  his de si re  

to e x e r c i s e  hi:t p r e f e r e n c e  ri ght  and m e e t  the h i g h e s t  bid. In the e v ent  the p r e f e r e n c e  

r i g h t  h o l d e r  doe s not e lect  to e x e r c i s e  bln  righc and fails to do oo at this tiae h i 3 
p r e f e r e n c e  r i g h t  shall be f r f a i t e d  and fo re ve r  l o 3 t .

24. I m p r o v e m e n t s  o w n e d  by a L e s s e e  On A l a s k a  lands shall w i t h i n  60 days 

a f t e r  t he  terminal:ion of the l e a s e  b e  r e m o v e d  b y him; p ro v i d e d,  such r e m ova l w i l l  

not c a u s e  i n j u r y  or d a m a g e  to the lands; and furt her  pr ov id ed ,  that the L e s s o r  m a y  

e x t e n d  th e time for r e m o v i n g  s uc h  i m p r o v e m e n t s  in cases w h e r e  h a r d s h i p  16 proven.

T h e  r e t i r i n g  Lenrfee o r  p e r m i t t e e  may, w i t h  the c on s e n c  of the Lessor, sell h i s  i m­

p r o v e m e n t s  to th e s u c c e e d i n g  l e s s e e  or p er mi tt e e .

If a ny i m p r o v e m e n t s  a n d / o r  c h a t t e l s  h a v i n g  an a p p r a i s e d  v a l u e  In ex ce ss  

o f  $10,000,00 os d e t e r m i n e d  by the L e s s o r  a r e  not r em o v e d  w i t h i n  the time all owed, 

such i m p r o v e m e n t s  a n d / o r  c h a t t e l s  s ha ll u p o n  due  n o t i c e  to the Lessee, be so ld  at pu bli c 

sa le  u n d e r  the d i r e c t i o n  o f  the  Lessor. T h e  p r o c e e d s  of sale  shall i n u r e to the 

L e s s e e  w h o  p l a c e d  suc h improvement; a n d / o r  c h a t t e l s  on the lands af ter  p a y i n g  to 

A l a s k a  all r e n t s  d u e  and  o w i n g  an d e x p e n s e s  i ncu rre d In m a k i n g  such sale. In cas e 

t h e r e  a r e  no o t h e r  b i d d e r s  at a n y  su c h  sales, the L e s so r  is a u t h o r i z e d  to bid, in the 

n am e  o f  A l a s k a ,  o n  s u c h  i m p r o v e m e n t s  a nd / o r  chat tel s. T h e  hid m o n e y  shall be taken 

from t he  fu nd  to w h i c h  3aid lands b e l o n g  and u* said fund shall r e c e i v e  all m o n i e s  

o r o t h e r  v a l u e  s u b s e q u e n t l y  d e r i v e d  from the le or l e a s i n g  of such i m p r o v e m e n t s

a n d/ o r  c h a t t e l s .  A l a s k a  shall u r q u i r e  all the rights, both legal and e qu ita ble , Uiut 

any o t h e r  p u r c h a s e r  c o u l d  a c q u i r e  by r e a s o n  of said purc has e.

If an y i m p r o v e m e n t s  a n d / o r  c h a t t e l s  h a v i n g  an a p p r a i s e d  v a l u e  of $ 1 0 , 0 0 0 . 0 0  

or less, as d e t e r m i n e d  by the L e s s o r , a r e  not r e m o v e d  w i t h i n  the time al lowed, anch 

Improvement:n a n d / or  c h a t t e l s  s ha ll  re ver t to and a b s o l ut e  t itle shall vest in Alaska,

25. If any c lau se,  or p r o v i s i o n ,  h " r c t n  c o n t ai n e d ,  shall be a d j u d g e d  to 

be  Inv al i d ,  it shall no t a f f e c t  the v a l i d i t y  of any o t h e r  c l a u s e  or p ro vi s i o n ,  ot 

this l e a s e  or c o n s t i t u t e  t>.,; v««uc,e of a c t i o n  in favor of ei th er  p a r t y  as u g a l n a t  tUti 

other.

It la a g r e e d  that the c o v e n a n t s ,  t erms  and a g r e e m e n t s  h e r e i n  c o n t a i n e d  shall 

be  b i n d i n g  u p o n  th e s u c c e s s o r s  a n d  a s s i g n s  of  the r e s p e c t i v e  p a r t i es  hereto .

IN W I T N E S S  W H E R E O F ,  the S t a t e  of A la ska , Lessor, a c t i n g  t h ro u g h  the D i r e c t o r  

o f the D i v i s i o n  of L a n d s  of the D e p a r t m e n t  o f  Na tu ra l  R es ou r c e s ,  l a w f u l l y  a u t h o r i z e d  

t h er e u n t o ,  ha s c a u s e d  these p r e s e n t s  to be e x e c u t e d  at A n ch o r a g e ,  A l a sk a,  in d u p l i c a t e  

and th e s a i d  L e s s e e  h as  h e r e u n t o  net his hand, a g r e e i n g  to keep, o b s e r v e  and p e r f o r m  the 

rule s and r e g u l a t i o n s  p r o m u l g a t e d  u n de r C h a p t e r  160, :-.|,A 1 0 ')'), as amended, the terms,

c o n d i t i o  m and p r o v i s i o n s  h e r e i n  c o n t a i ne d,  on the L ea s e r ' s  part to h e kept, o b s e r v e d

ond p e r f o r m e d ;  and e x e c u t e d  said I ns tr u m e n t ,  in d u p l i c a t e  on the 1 5 t h _d a y  of

'__________ M a y _________________________, 1 9 61

A P P R O V E D :

_____________________________________________________________ f ' < \ l y

C O M M I S S I O N E R ,  D E P A R T M E N T  OF  N A T U R A L  R E S O U R C E S  ^  T ‘  J  J ?
S T A T E  O F  A L A S K A

-6-
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ss.
*■ i f •*. Eu .bu A 1 lib tu* A n t K i u a  )

•S tate «o£ A l aska  y

^  JV* ~ *
T H I S  IS T O  C E R T I F Y  that on the <-,rt.________ da y o f  t 19 * / ,

b e f o r e  me, the u n d e r s i g n e d  N o t a r y  P u b l i c ,  p e r s o n a l l y  a p p e a r e d  //. > - 1 , V  . J v  /«'■»<■- -- • ■. ’
k n o w n  to m e  and k n o w n  by m e  to be the D i r e c t o r  o f  the D i v i s i o n  of L a n d s  of the 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 ,  and a c k n o w l e d g e d  to m e  that h e  e x e c u t e d  the f o r e g o i n g  lease for and

on b e h a l f  o f  sai d St ate , fre el y and v o l u n t a r i l y  and  for the u s e  and p u r p o s e s  t he rei n set

forth

IN T E S T I M O N Y  W H E R E O F ,  I h a v e  h e r e u n t o  oet m y  h a n d  and a f f i x e d  my  o f f i c i a l  seal, 

the d a y  and y e & r  in this c e r t i f i c a t e  first a b o v e  wri tte n.

N o t a r y  P u b l i c  in and f o r ^ t h e  S t a t e  of_j\lasj<a 

M y  c o m m i s s i o n  e x p i r e 3  / f /  &  /

U N I T E D  S T A T E S  O F  A M E R I C A  ) 

S t a t e  o f  A l a s k a  )
cs.

T H I S  IS T O  C E R T I F Y  that on this t % y 3 _ A V ■ 0day o r v /((. 19 C  /
b e f o r e  me, the u n d e r s i g n e d ,  fl'^Jotary rublicT,i)t and for A t n s k a  dtlly c o m m i s s i o n e d  and 

swori., p e r s o n a l l y  a p p e a r e d  ( i to m e  p e r s o n a l l y  k n o s m  to 

be o n e , 0 0  the p e rs on s, /de scr ibe d in an d w h o ^ e x e c u t e d  t h&  V i t h i n  i nst r u me nt  and the

s a >{l ( d .  (  ( A . , _________  a c k n o w l e d g e d  to m e  that he sign ed and

execut/ 5d*'the same fr e e l y  and voluntarily-^for the us es  and p u r p o s e s  t h e rei n m e n t i o n e d .

IN T E S T I M O N Y  WHERF.OF, I h a v e  h e r e u n t o  set m y  h a n d  and a f f i x e d  m y  o f f i c i a l  

seal, the d ay and year in this c e r t i f i c a t e  flrot a b o v e  wr itt en.

J

N o t a r y  P ub l i c  in and for the S t a t e  of A l a s k a  

M y  coiranission ex pi re s  XV'/' < r J - j ?  / ?  6  ^

A p p r o v e d  as to Form:

R al ph E. M o o d y  

A t t o r n e y  Gt.neial

By . £ ^ u 3 L 3 k i
T i t l e  A H n l o t a n t  A t t o r n e y  G e n e r a l
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t  •

R en t  P e r  P r e s e n t  L a w

R e n t  P e r  CS SB  159

L e a s t  'or.miencernent

L e a s e  T e r m

L o c a t i o n

S i z e

L L AS E  M E T H O D  C O M P A R I S O N S

L EA SE

(1)
LEASE

(2)
LEASE

(3)

L E A S E

('I)

and S t a t e  A p p r a i s a l  55 ,59 1 $ 5 , 2 3 2  $ 1 , 3 0 0  $ 1 , 6 5 0

$ 9 3 0 $ 8 0 0  $ 120 $ 2 70

1961 1961 1969 1969

5 5  yrs . 5 5  y r s .  5 5 y r s .  55 yrs.

A n c h o r a g e  A n c h o r a g e S u s i t n a  

V a 11ey
S u s i t n a  

V a l l e y

1 4 , 7 8 2  S.F. 1 8 , 0 1 2  S.F. 40 Ac. 8 0  Ac.



LEASE riO. 1

(a) (b) (c )

R e n t  R e n t  Pe r S t a t e  Loss

B y  C S S B  159 S t a t e ' s  * in R e v e n u e

Terni A p p r a i s a l  ( Pe r P e r i od )

76-2001 $ 9 3 0 $5,691 $ 1 1 9 , 0 2 5

2001-2011 1,395 5,691 4 2 , 9 6 0

2011-2021 2 , 0 2 9 5,691 3 6 , 6 2 0

2 0 2 1- 20 3 1 3 , 1 3 8 5,691 2 5 , 5 3 0

Assu me:

(1) L a n d  v a l u e  doe s n ot  ris e b e y o n d  p r e s e n t  v alu e

(2) L e a s e  r a t e  does r.ot rise

Column:

(a) A nn u a l  r e n t  f or  e a c h  y e a r  u n d e r  C S S B  1 5 9

(!>) P r e s e n t  r e n t  as d e t e r m i n e d  by s t a te 's  a p p r a i s e r

(c) S t a t e  loss in r e v e n u e  u n d e r  CS SB  159 ( d i f f e r e n c e  b e t w e e n

c o l u m n  (a) and c o l u m n  (b) times n u m b e r  of y e a r s  in the
period)
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LEASE ISO. 3

(a) (b)

R e n t  R e n t  Pe r

By  C S S B  159 S t a t e ' s

T e r m  A p p r a i s a l

7 6 - 2 0 0 1  $ 1 2 0  S i , 300

2 0 0 1 - 2 0 1 1  180 1 ,300

2 0 1 1 - 2 0 2 1  2 7 0  1 ,30 0

2 0 2 1- 2 0 3 1  4 0 5  1 ,300

A s s u m e :

(1) La n d  v a l u e  does not rise  b e y o n d  p r e s e n t  value

(2) E c o n o m i c  l e a se  r a t e  d oes not  rise

C ol u m n :

(a) A n nu a l  r e n t  f o r  e a c h  y e a r  u n d e r  CS SB  159

(b) P r e s e n t  r en t  as d e t e r m i n e d  by s ta t e ' s  ap pra isa l

(c) S t a t e  loss in r e v e n u e  u n d e r  C S S B  159

(c) 

S t a t e  Loss 

ir. R e v e n u e  

(Per P e r i o d )

$ 2 9 , 5 0 0

1 1 , 2 0 0

1 0 , 3 0 0

8 , 9 5 0
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D r a f t  3 / 2 3 / 7 7

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

A p r i l ,  1977

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

T A B L E  O F  C O N T E N T S

I. S u m m a r y  of  the  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 

Ac c o m p 1 i shrne nts

m

II. I n d i v i d u a l s  o n  the C o m m i t t e e

III. C o m m i t t e e  W o r k  P r o c e s s

IV. F i n d i n g s  a n d  R e c o m m e n d a t i o n s  of the C o m m i t t e e

V. A p p e n d i x

A. L i s t  o f  P e o p l e  G i v i n g  P u b l i c  C o m m e n t s

B. R e c o m m e n d e d  B i l l  P r e s e n t e d  to the L e g i s l a t u r e

C. R e c o m m e n d e d  S t a n d a r d  L e a s e  F o r m  w i t h  A t t a c h m e n t s

AGO 935319



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, 19 7 6 the 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  for the  f i r s t  

ti me. 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  by  G u y  M a r t i n ,  

C o m m i s s i o n e r  o f  th 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 .  He 

s a i d  t h a t  the  G o v e r n o r  d e s i r e d  a sma ll , p r e c i s e ,  a n d  e f f i c i e n t  

p a n e l  to f i n d  n e w  w a y s  to i m p r o v e  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 ,  n o t  to se t p o l i c y  b u t  to a d d r e s s  the 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

ship s .  J u d g m e n t s ,  c r i t i c i s m s ,  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  

to be  e f f e c t e d .  M i c h a e l  C. T. Sm i t h,  D i r e c t o r  of the 

D i v i s i o n  o f  Lands, c l a r i f i e d  the 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  the  c o m m i t t e e  s ho ul 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 ,  as o p p o s e d

to s o c i a l  benefi.ts, in its a n a l y s i s ;

2) m a k e  no a s s u m p t i o n s  as to s t a t e  p o l i c y  r e g a r d i n g

the n u m b e r ,  size, a n d  l o c a t i o n  o f  land  s a l e s  or

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  to an y  

l i k e l y  s t a t e  la n d p o l i c y .

I. S U M M A R Y  O F  T H E  C O M M I T T E E ' S  F O R M A T I O N ,
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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  to a c c o m p l i s h  its 

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

tio 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  in l i g h t  of  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  to t h i s  end. 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  is 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  th e  g r e a t e s t  s u c c e s s  of th 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  the  e x a c t  n a t u r e  of  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  them. 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  on 

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  for 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 ,  an 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 se  f o r m  u s e d  by  the 

S t a t e  w a s  r e v i s e d  to i n c l u d e  t e r m s  a n d  condi.tions that w o u l d  

o f f e r  b e n e f i t s  to b o t h  the S t a t e  an d  the l e ss ee . Th e  r e c o m­

m e n d a t i o n s  o f  the c o m m i t t e e  in g e n e r a l  g i v e  the S t a t e  m o r e  

f l e x i b i l i t y  to r e s p o n d  to c l i e n t  ne e d s .  B o t h  c l i e n t  a n d  

S t a t e  w i l l  b e n e f i t  g r e a t l y  if the 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  out. T h e  m i s s i o n  of  the  c o m m i t t e e  ha 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  in th is  r eg ar 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  o f 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  th at  th is  r e p o r t  is no t 

m e a n t ,  by a n y  me a n s ,  to be a l l - i n c l u s i v e .
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II. T H E  I N D I V I D U A L S  O N  T H E  C O M M I T T E E

*

T h e  i n d i v i d u a l s  w h o  s e r v e d  o n  the 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  ti me  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  on 

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 p r e s e n t  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 ,  Inc., 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  i n t e r e s t s  in A n c h o r a g e  

a n d  the K e n a i  P e n i n s u l a .

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  .Sand a n d  G r a v e l .

J a m i e  L o v e  - D i r e c t o r  o f  the 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 .

W i l l i a m  M a c k  - C h a i r m a n  o f  the 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  - L a n d  M a n a g e r  for  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  in the a r e a  of 

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  law.
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L i d i a  S e l k r e 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  a t  the 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  in 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  of  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 .
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III. C O M M I T T E E  W O R K  P R O C E S S

T h e  c o m m i t t e e  w o r k e d  in a s e r i e s  o f  s e s s i o n s  w h i c h  w e r e  a l l  

o p e n  to 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  to M a r c h  30, 19 77  w i t h  th e e x c e p t i o n  o f  1 2 / 1 7 / 7 6  - 

1 / 5 / 7 7 ,  w h e n  the  c o m m i t t e e  r e c e s s e d  for  th 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 e r e  h e ld ,  a n d  tw o  e v e n i n g  

m e e t i n g s  to 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 6  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  to a c c o m o d a t e  

t h o s e  a t t e n d i n g  a n d  to p r o v i d e  t i m e  for  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 e  the a r e a  o f  s a l e s  in its 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  to the a r e a  o f  l e a s e s  in the 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

ize 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  by  the S t a t e  

D i v i s i o n  o f  L a n d s  a n d  the D e p a r t m e n t  of  Lav/. C o n s i d e r a b l e  

t i m e  v/as s p e n t  in 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  

v/as 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  on  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  v/as 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  an d  a r e  w e l l  

s u p p o r t e d  by  the 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  in the 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  by m a j o r i t y  v o t e  at the 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  as 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 .
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M a n y  m e e t i n g s ,  i n c l u d i n g  the t w 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  in two 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  a v a i l a b l e  at a l l  s e s s i o n s .  Th 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  to c o n t a c t  th e  D i v i s i o n  of 

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  the  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  the 

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  e.nd d r a f t  b i l l  to the 

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 e r e  ta pe  r e c o r d e d  m  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  to th e taper, to 

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  is w e l c o m e  to l i s t e n  to or  

m a k e  c o p i e s  o f  t h e s e  t a p e s  by  c o n t a c t i n g  the L i v i s i c n  of 

L a n d s .

- 7 -
AGO 935825



IV. F I N D I N G S  A N D  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

T h e  f i n d i n g s  o f  the c o m m i t t e e  w e r e  n u m e r o u s  b u t  c a n  be 

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  th 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  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 v  l e s s e e s  t e s t i­

fi 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  in s e 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  in line  

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  

in it.

4) S o m e  s t a t e  s t a t u t e s  in T i t l e  3 8 . 05  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  for s t a t e  s a l e s  c o n t r a c t s  do  no t  

m a t c h  t h o s e  u s e d  in the p r i v a t e  sector, 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 .
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T h e s e  f i n d i n g s  o u t l i n e  the b a s i s  for the  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 ll ow .

T h e  r e c o m m e n d a t i o n s  o f  the 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  be 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  t h r e e  i t e m s  a r e  of  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  of  

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  o f 

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 ea ses . T h i s  s u b j e c t  v/as n o t  w i t h i n  the s c o p e  

o f  the c o m m i t t e e ' s  d e l i b e r a t i o n s  and, t h e r e f o r e ,  n o t  

a d d r e s s e d .

2. T o  c o m p l y  w i t h  n e w  s t a t u t e s  the 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  of  L a n d s  r e g u l a t i o n s .  The  

c o m m : t t e e  has  f o u n d  m a n y  of the r e g u l a t i o n s  n o w  in 

e f f e c t  to be o u t d a t e d  a n d  s u p e r c e d e d  by s t a t u t e s .

3. T h e  c o m m i t t e e  r e c o m m e n d s  that the L e g i s l a t u r e  a p p l y  the 

p r o v i s i o n s  f o u n d  in T i t l e  38 to t h o s e  in 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  bo to m a k e  

J.and l a w s  u n i f o r m  a m o n g  the 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  of  H i g h w a y s ,  a n d  D i v i s i o n  of  La nd s .
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In o r d e r  to p r o v i d e  p r e d i c t a b i l i t y  in a p p r a i s a l s  an d  r e a p p r a i s a l s , 

for the b e n e f i t  o f  the S t a t e  a n d  the p u b l i c ,  the 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 :

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 .  To p r o v i d e  

fo r t h i s  r e l i e f  a n d  as a c u r a t i v e  for s u c h  f u t u r e  

i n c r e a s e s  the  s t a t u t o r y  p r o v i s i o n s  f o u n d  in s e c t i o n  

n i n e  of  the  a t t a c h e d  b i l l  ar e  r e c o m m e n d e d .  P r o v i s i o n  

fo 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  to o n e s  t h a t  

w i l l  p l a c e  a c e i l i n g  o f 10 0 % 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  the 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  be 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  for 

t h e  le ss e e.  (The 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  by p l a c i n g  

s o m e  c o n t r o l  o v e r  the s i z e  of  the 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  the s i z e  of  the 

i n c r e a s e  in r e n t a l  e v e r y  five ye ar s.)

S e c t i o n s  8 a n d  9 of the 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  

the  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  Land o f f e r e d  o v e r  the 

c o u n t e r  be r e v i e w e d  at 90 to 120 d a y  i n t e r v a l s  to d e ­

t e r m i n e  if an  i n c r e a s e  in v a l u e  h a s  o c c u r r e d .  T h i s
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r e v i e w  is d e s i r e d  so t h a t  p a r c e l s  a r e  n o t  u n d e r v a 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 the m a r k e t .

S e c t i o n  10 o f  the 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  this.

3. S i n c e  p u b l i c  n o t i c e  is c o v e r e d  in AS 3 8 . 0 5 . 3 4 5  the  

c h a n g e  to " p p r a i s a l "  for  AS  3 8 . 0 5 . 3 1 0  is 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 e  r e c o m m e n d s  t h a t  

l a n d  m a y  b e a p p r a i s e d  120 d a y s  in a d v a n c e  of a s a l e  o r  

l ea se . T h e  c h a n g e  f r o m  90 to 120 d a y s  w o u l d  b e  d e ­

s i r a b l e  in 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  

to t h e  p u b l i c  w e l l  in a d v a n c e  o f  the a c t u a l  s a l e  o r  

l e a s e  a u c t i o n .  In a d d i t i o n  11 A A C  5 4 . 1 4 0  s h o u l d  be 

r e p e a l e d .

S e c t i o n  10 o f  the 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  this.

4. In o r d e r  to p r o v i d e  a w o r k a b l e  s o l u t i o n  to the  p r o b l e m s  

o f  c o n f i d e n t i a l l y  of  a p p r a i s a l  d at a,  the c o m m i t t e e  

r e c o m m e n d s  t h a t  the D i r e c t o r  o f the D i v i s i o n  of  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  in a n y  

a p p r a i s a l  p r e p a r e d  for the D i v i s i o n  o f  L a n d s  use. Th e  

c o m m i t t e e  r e c o m m e n d s  a d o p t i o n  o f the f o l l o w i n g  p o l i c y  

s t a t e m e n t :
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T h e  d i r e c t o r  m a y  m a k e  c o n f i d e n t i a l  t h o s e  p o r t i o n s  

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

i n f o r m a t i o n  p r o v i d e d  th e a p p r a i s e r  in c o n f i d e n c e .  

S u c h  a p p r a i s a l s  s h a l l  be s u b j e c t  to r e v i e w  by  (he  

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

E s t a t e  A p p r a i s e r s  o r  the  S o c i e t y  o f  Re al  E s t a t e  

A p p r a i s e r s  to  d e t e r m i n e  if th e a p p r a i s a l  is a c c e p t­

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

li n e s  o f  the  r e v i e w i n g  o r g a n i z a t i o n .

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  the  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  to s o m e  l e s s e e s .  In o r d e r  

to t r e a t  al l l e s s e e s  f a i r l y  a nd  e q u i t a b l y  the  c o m m i t t e e  

r e c o m m e n d s  t h a t  the w o r d  " p r i m a r i l y "  be s t r i c k e n .  

D e l e t i n g  " p r i m a r i l y "  w o u l d  c l a r i f y  the b a s i s  for 

r e a p p r a i s a l .  (This w a s  a l s o  r e c o m m e n d e d  b y  the 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 an el .)

S e c t i o n  8 of  the 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  this.

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 , the 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  a l l s a l e s  c o n t r a c t s  o v e r  

$•100.00 p e r  y e a r  h a v e  the o p t i o n  o f p a y i n g  in 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 .  It is the 

c o m m i t t e e ' s  b e l i e f  t h a t  this  w o u l d  e a s e  t h e  f i n a n c i a l
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s t r a i n  on the 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 

the 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 .  To  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  in AS  3 8 . 0 5 . 0 6 5  w i t h  

the 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  the 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 its p l ac e .

S e c t i o n  3 o f  the  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  this.

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  a $ 1 0 . 0 0  fee 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  be 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 e c k s  t h a t  a r e  r e t u r n e d .

It is 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  to p r o v i d e  for s u c h  

c h a r g e s  a n d  is r e c o m m e n d e d  to p r o t e c t  th e  S t a t e ' s  

i n t e r e s t s .

3. T h e  c o m m i t t e e  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  

for l a t e  s a l e  o r  l e a s e  p a y m e n t s .  A  p r e s e n t ,  t h e r e  

e x i s t s  no p e n a l t y  a n d  m a n y  p a y m e n t s  a r e  late. T he  fo rm  

of  p e n a l t y  r e c o m m e n d e d  is n o t i f i c a t i o n  c h a r g e s  to al 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  to 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 ay s. T he  n o t i f i c a t i o n  c h a r g e  

w o u l d  be $ 5 . 0 0  for the f i r s t  n o t i c e ,  $ 2 0 . 0 0  for the 

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  the 

p a y m e n t .
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It is s u g g e s t e d  t h a t  the fee c h a r g e s  be a d o p t e d  as 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  AS 3 8 . 0 5 . 0 3 5  (4)(5) as 

f o l l o w s :

11 A A C  5 4. 36 5.  D e l i n q u e n t  P a y m e n t s .

In the 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 ,  the  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  for  p a y m e n t  w i t h  a c h e c k

t h a t  is r e t u r n e d .

2. A  $ 5 . 0 0  p e n a l t y  for 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  late.

3. A  $20 j0 p e n a l t y  for 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  th a n f i f t y  d a y s  late.

4. A p e n a l t y  o f  6 p e r c e n t  o f  th e r e n t a l  or  sale

p a y m e n t  for p a y m e n t s  d e l i n q u e n t  by  m o r e  th a n 

t h i r t y  d ay s.

( E f f .  __  R e g i s t e r _______ ) A u t h o r i t y  A S 3 8 . 0 5 . 0 3 5 .

In o r d e r  to a c h i e v e  m o r e  f l e x i b i l i t y  an d  s i m p l i c i t y  in 

h a n d l i n g  la n d d i s p o s a l  t r a n s a c t i o n s , the f o l l o w i n g  ar e 

r e c o m m e n d e d :
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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  the  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  in its 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  

rate, at  p r e s e n t  6%, is 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  at  s t a t e  l a n d  

sa les . By s e t t i n g  i n t e r e s t  r a t e s  at m a r k e t  l e v e l s ,  the 

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  at  

th 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  to t h e  S ta t e .  To 

p r o v i d e  fo r a m a r k e t  r a t e  o f  i n t e r e s t  in s a l e s  c o n­

tra cts , n o  c h a n g e  in A S  3 8 . 0 5 . 0 6 5  w o u l d  be 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 th is  

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  the  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  this.

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  the S t a t e  a d o p t  a s y s t e m  

of  l e v e l  p a y m e n t s  in p l a c e  of d e c l i n i n g  p a y m e n t s  in its 

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 ev el  p a y m e n t s  is in 

c o m m o n  us e  in the b u s i n e s s  w o r l d ,  a n d  the p a y m e n t  

f i g u r e s  a r e  e a s i l y  set  f o r t h  in 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  the p r e s e n t  m e t h o d  is t h a t  i n t e r e s t  m u s t  

be r e c a l c u l a t e d  e v e r y  y e a r  a n d  the p a y m e n t s  d e c r e a s e  

e a c h  year. F r o m  b o t h  the S t a t e ' s  a n d  the b u ye rs ' 

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

T h e  S t a t e  v/ould r e c e i v e  s l i g h t l y  m o r e  in i n t e r e s t  

p a y m e n t s  o v e r  the c o n t r a c t  t e r m s  an d  the b u y e r  w o u l d  

n o t  h a v e  to m a k e  as  h i g h  i n i t i a l  p a y m e n t s .  To  p r o v i d e
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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  in AS 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  the 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  in its p l a c e .

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 .

3. 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  in T i t l e  3 8 . 0 5  th e  t e r m  

" f a i r  m a r k e t  v a l u e "  be  u s e d  in 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  is fe lt  

to be th e s a m e  in 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 see o n e  s t a n d a r d  t e r m  u s e d  to a v o i d  c o n f u s i o n  an 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, 1, a n d  13 of  the 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  this.

4. T h e  c u r r e n t  p r o c e d u r e s  for i n f o r m i n g  the p u b l i c  of 

s t a t e  l a n d s  t r a n s a c t i o n s  a r e  c o v e r e d  in AS 3 8 . 0 5 . 3 0 5  

:tnd A S 38 .05 . 34 5 . T h e  tw o p r o c e d u r e s  d o  not  m e s h  in 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  the p r o­

c e d u r e s  be c l a r i f i e d  in a m a n n e r  that  w i l l  be f l e x i b l e  

e n o u g h  to i n f o r m  the p u b l i c  f u l l y  and  yet  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  for 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  11 o f  the 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  this.-
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T h e  c o m m i t t e e  r e c o m m e n d  t h a t  t h e  D i r e c t o r  be g i v e n  the 

a u t h o r i t y  to s e t  th e  p a y m e n t  p e r i o d  f r o m  o n e  to 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  th e S t a t e  

a n d  v 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 .  To p r o v i d e  

fo> s w o u l d  r e q u i r e  t h a t  the i n s t a l l m e n t  c l a u s e  in 

A S  065 b e  d e l e t e d  a n d  r e p l a c e d  by  the o n e  to

t w e n t y  r p r o v i s i o n .

S e c t i o n  3 o f  th 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  th is.

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  th 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  is 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  as the o n l y  

r e m e d y  for 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  the 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  this.

i n s t i t u t e  i m p r o v e m e n t s  in the l e a s i n g  s y s t e m , the f o l l o w i n g  

e r e c o m m e n d e d :

T o  i m p l e m e n t  the n o 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  by  

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

l e a s e s  w i l l  be r e q u i r e d .  It is the c o m m i t t e e ' s  r e c o m­

m e n d a t i o n  that  the 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  to 

c o m p l y  w i t h  the s t a t u t e s  a d o p t e d ,  a n d  th at  the n e w  

f o r m s  be r e v i e w e d  b y  t h i s  c o m m i t t e e .
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T h e  a t t a c h m e n t s  to the s t a n d a r d  l e a s e  in A p p e n d i x  C
m

a c c o m p l i s h  this. ,

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  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 gen ci es  be at  th 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 .

3. 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 .

i

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

4. T o  p r o v i d e  the l e s s e e  i n s u r a n c e  a g a i n s t  a land b o o m  or 

u n e x p e c t e d  i n c r e a s e  the c o m m i t t e e  r e c o m m e n d s  that  

r e n t a l  i n c r e a s e s  at the 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  100 p e r c e n t  o f  the 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  rate. T h i s  a c t i o n  w o u l d  i n c r e a s e  the p r e d i c t­

a b i l i t y  o f the l e s s e e ' s  p a y m e n t s .  T h e  s t a b i l i t y  th 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  for the 

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  the l e a s e d  g r o u n d .

S e c t i o n  8 o f  the 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  this.
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T h e  d u r a t i o n  o f  a l e a s e  a n d  the e c o n o m i c  l i f e  of  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  as 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 .  In o r d e r  to see  t h a t  s t a t e  l e a s e d  l a n d  

is u s e d  in 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  be  g i v e n  a r e n e w a l  o p t i o n  fo r u p  to 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  hi 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 f  h i s  le as e. It 

w o u l d  a l s o  i n c r e a s e  the 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  of  th 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  the i m p a c t  o f  t e r m i n a t i o n  o f  th e lease. S p e c i­

fi 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  to 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  the  

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  the 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  this.

T h e  c o m m i t t e e  a g r e e s  th a t a l e a s e  s h o u l d  be  c o n v e r t e d  

at  its p r e s e n t  c l a s s i f i c a t i o n ,  a n d  the  l e a s e h o l d e r  

s h o u l d  th en  h a v e  the o p t i o n  to 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  to D i v i s i o n  o f L a n d s  a p p r o v a l .

T h i s  r e f l e c t s  an  i m p l e m e n t a t i o n  r e c o m m e n d a t i o n  in the

3 1 3
e v e n t  t h a t  H o u s e  D i l l A p a s s e s .

A
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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  for  r e ­

c r e a t i o n a l  l e a s e s  n o t  be p r o v i d e d .

8. 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  in a c c o r d  w i t h  the p r o v i s i o n s  o f  the lea se , 

l e s s e e s  s h o u l d  be  e n c o u r a g e d  to r e c o r d  e x p e n s e s  i n­

c u r r e d  in s i t e  p r e p a r a t i o n  so t h a t  th 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  is 

h a n d l e d  in th 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 n a t  l e a s e  l a n g u a g e  s h o u l d  be c l a r i f i e d  to 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  11 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  Ad H oc  c o m m i t t e e  c o n c u r s .

10. 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 ne l r e c o m­

m e n d s  e l i m i n a t i n g  the 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  the r i g h t  o f  e m i n e n t  d o m a i n  to 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  in g r e a t e r  

c o m p e n s a t i o n  for d a m a g e s  to the l es se e,  e s p e c i a l l y  in 

v i e w  of the S u p r e m o  C o u r t  d e c i s i o n  in S t a t e  v. Ha mm er ,

-20- AGO 9 358 38
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550 P . 2d 830, thus the l e a s e  w o u l d  be  m o r e  a t t r a c t i v e  

to 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 ,  th e l a n g u a g e  in 

th e c u r r e n t  l e a s e  is a m b i g u o u s  as  to d a m a g e s  c o m p e n­

sab 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 oc  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  in the a t t a c h e d  l e a s e  form.

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  

that, if its 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 he  S t a t e  

w o u l d  be 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  in th e  l e a s e  

m a r k e t ,  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  the i n t e n t  o f  the 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  be e q u i t a b l e  to the l es se 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  the S t a t e  s h o u l d  be a b l e  to o b t a i n  

a g o o d  r e t u r n  o n its land. A c c o r d i n g l y ,  the r e n t a l  

r a t e  s h o u l d  be c h a n g e d  to r e f l e c t  the r e m o v a l  of  the 

u n d e s i r a b l e  a s p e c t s  of  the s t a t e  lease.

T h e  A d  Hoc 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  to i nc l ud e 

r a t e  as an  a p p r a i s a l  e l e m e n t  w i l l  a c c o m p l i s h  this 

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 a s e  

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

to 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  is h i g h l y  d e s i r a b l e  

a n d  n e e d e d  at  t h i s  time. A t  p r e s e n t  t h e r e  e x i s t s  no 

a r b i t r a t i o n  b o a 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  

a l l o w e d  by D i v i s i o n  of  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

is 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  o u t  o f 

D i v i s i o n  o f  L a n d s  t r a n s a c t i o n s  t h a t  a f f e c t  p r i v a t e  

p a r t i e s .  T h e  b o a r d  of  a p p e a l s  w o u l d  be f a s t e r  and less 

c o s t l y  to 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  be 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  to

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 vo r of  the D i v i s i o n  o f  Lan ds . The 

a p p e a l  b o a r d  w o u l d  s u b s t i t u t e  for the C o m m i s s i o n e r  in 

the p r e s e n t  a p p e a l  p r o c e s s .  (The 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  a l s o  r e c o m m e n d s  s u c h  an 

a p p e a l  p r o c e s s . )

S e c t i o n  ^ of  the 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  this.

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 r u s t  land 

m a n a g e m e n t :
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1. T h e  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  (school, 

m e n t a l  he 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  at low  i n t e n s i t y .  T h e s e  l a n d s  m a y  be r e t u r n i n g  

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

r e a l i s e d  by  a sm all , f u l l - t i m e  m a n a g e m e n t  sta ff.  T h e  

D i v i s i o n  m a n a g e s  t h e s e  l a n d s  a t  n o c h a r g e  to 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  no  r e i m b u r s e m e n t  for  its 

s e r v i c e s .  T h e r e f o r e ,  it 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  the 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  the a u t h o r i t y  to f r e e l y  c o n t r a c t  w 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  for  th e m a n a g e m e n t  o f  its la nds  

for r e v e n u e  p r o d u c t i o n  in a c c o r d a n c e  w i t h  th e S t a t e ' s  

l a n d  act.

2. In o r d e r  to p r o v i d e  a u n i f o r m  55 y e a r  l i m i t  for all 

l o n g - t e r m  l e a s e s  the 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  of  

th e 99 y e a r  p r o v i s i o n  f o u n d  in 3 3 . 0 5 . 0 7 0 ( c )  for sc h o o l  

1 1nd s .

S e c t i o n  6 o f  the 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  this.
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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 il o ts '
A s s o c i a t i o n )

j FO RD, 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 ss ee )

! R I C H A R D S O N ,  Phil ( T a l k e e t n a  les see )

BA 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 C N S ,  E r r o l  ( a p p r ai se r)

C U T L E R ,  D a l e  ( Ch 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 )

a

B R O W N ,  L e o n  (A&W D r i v e - I n ,  B r o w n ' s  E l e c t r i c a l - - A l a s k a  
I 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  by  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 )

j D E A M E R ,  Mr.

H O G A N ,  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  lease, R o c k y  La ke,  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

[j M a c N U T T ,  L o w e l l  (Alas ka  I n d u s t r i a l  S u b d i v i s i o n )

i  D A V I S ,  Ke n (A la sk a I n d u s t r i a l  S u b d i v i s i o n )

I P E N N E Y ,  B o b  ( P e n l a n d  S u b d i v i s i o n )
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H O G E ,  A n d r e w  (a t to rn ey )

B I E L A W S K I , 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 )

M A L O N E Y ,  D e n n i s

W I L H 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 R O E H , P a u l

V A N D E R M O L E N ,  J o h n  ( H U D / F H A — A n c h o r a g e  I n s u r i n g  O ff 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^ ate  B o a r d  o f  E d u c a t i o n )

H E I N E ,  D a r w i n  ( Sc ho ol  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  (Pastor, 1 s t  C h u r c h  o f  the  N a z a r e n e )

F L A V I N ,  F r a n k  (S tat 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 N ,  E m m e t t

B A I L Y , D o u g l a s  ( A t t o r n e y  for 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

A-J.
AGO 935843



8

9

10 

11

I?

13

I

15

16

i;

id

19

:u

?i

22

2)
2«1

25

26

27

28 

29

V. A P P E N D I X  B.

I n t r o d u c e d :  3 / 2 2 / 7 7

R e f e r r e d :  R e s o u r c e s

BY T H E  R U L E S  C O M M I T T E E  BY 
I N  T H E  H O U S E  R E Q U E S T  O F  T H E  G O V E R N O R

H O U S E  B I L L  NO. 383 

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A  B I L L

F o r  a n  A c t  e n t i t l e d :  "An  A c t  r e l a t i n g  to s t a t e  land; a n d  p r o v i d i n g  for  an

e f f e c t i v e  d a t e . "

BE IT  E N A C T E D  BY T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A ;

* S e c t i o n  1. AS 3 8 . 0 5 . 0 3 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to 

read:

(f) E a c h  c r u s t  fo r w h i c h  the d i r e c t o r  e x e r c i s e s  l a n d  m a n a g e m e n t  

f u n c t i o n s  s h a l l  be a s s e s s e d  the c os t  o f  c h a t  m a n a g e m e n t  w h i c h  s h a l l  be 

n e g o t i a t e d  a n n u a l l y  b e t w e e n  the d i v i s i o n  a n d  the r e s p e c t i v e  t rust 

b o a r d s .

* Sec. 2. AS 38.05.055 is a m e n d e d  to read:

Sec. 38.05.055. SALE PROCEDURES. E x c e p t  as p r o v i d e d  in sec. 

315(d) o f  this c h a p t e r ,  the sal e s ha ll  be m a d e  at p u b l i c  a u c t i o n  to 

the h i g h e s t  q u a l i f i e d  b i d d e r  as d e t e r m i n e d  b y  the d i r e c t o r .  An 

a g g r i e v e d  b i d d e r  m a y  a p p e a l  to the c o m m i s s i o n e r  w i t h i n  five da ys  a f t e r  

th e sal e for a r e v i e w  o f  the d i r e c t o r ' s  d e t e r m i n a t i o n . Th e sale shall 

be c o n d u c t e d  by the d i r e c t o r  or  his  r e p r e s e n t a t i v e ,  a n d  at the time of 

sa l e  the s u c c e s s f u l  b i d d e r  s ha ll  d e p o s i t  an  a m o u n t  d e t e r m i n e d  by the 

d i r e c t o r  but not less t h a n  five p er  ce nt  (EQUAL TO ONETENTH] o f  the 

p u r c h a s e  price. T h e  d i r e c t o r  o r  h is  r e p r e s e n t a t i v e  s ha ll  i m m e d i a t e l y  

i ssue  a r e c e i p t  c o n t a i n i n g  a d e s c r i p t i o n  of  the l a n d  o r p r o p e r t y  

p u r c h a s e d ,  the p r i c e  bid, a n d  the t erm s o f sale, w h i c h  r e c e i p t  shall 

be a c k n o w l e d g e d  in w r i t i n g  by  the b i d d e r .  A  c o n t r a c t  o f  s a l e  on a 

f o r m  a p p r o v e d  by the a t t o r n e y  g e n e r a l  3 h a l l be s i g n e d  by  the p u r c h a s e r  

and, a f t e r  a p p r o v a l  o f  the c o m m i s s i o n e r ,  the c o n t r a c t  s h al l a l 3 o be
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s i g n e d  by  the d i r e c t o r  o n  b e h a l f  o f  the state.

Sec. 3. A S  3 8 . 0 5 . 0 6 5  is a m e n d e d  to read:

Sec. 3 8 . 0 5 . 0 6 5 .  T E R M S  O F  C O N T R A C T  O F  SALE. T h e  c o n t r a c t  o f  sa le  

s h a l l  r e q u i r e  the r e m a i n d e r  o f  the p u r c h a s e  p r i c e  to be p a i d  o v e r  a 

p e r i o d  o f  n ot  m o r e  t h a n  2 0  year s, to be set for e a c h  s al e  by  the 

d i r e c t o r .  I n s t a l l m e n t  p a y m e n t s  pl u s  i n t e r e s t  m u s t  be set on the 

l e v e l - p a v m e n t  b as is .  T h e  i n t e r e s t  rat e to be c h a r g e d  o n  i n s t a l l m e n t  

p a y m e n t s  is the p r e v a i l i n g  r a t e  on s i m i l a r  l a n d  t r a n s a c t i o n s  at the 

t ime the c o n t r a c t  is s ig ne d ,  as d e t e r m i n e d  b v  the d i r e c t o r ,  b u t  in no 

c a s e  m a v  it be b e l o w  five p e r  c e n t  p e r  y e a r  o r  a b o v e  the c u r r e n t  u s u r y

r at e as set bv AS & c . 4 5 . 0 1 0 ( b )  and (d) (IN A N N U A L  I N S T A L L M E N T S  O F  N O T

LESS T H A N  10 P E R  C E N T  O F  'HIE P U R C H A S E  PRICE, W I T H  I N T E R E S T  A T  T H E  R A T E  

O F  N O T  L E S S  T H A N  F I V E  P E R  C E N T  A  YEA R],  T h e  d i r e c t o r ,  w i t h  the c o n­

sent o f  the c o m m i s s i o n e r ,  m a y  a l s o  i m p o s e  c o n d i t i o n s ,  l i m i t a t i o n s  a n d

t er m s  w h i c h  he c o n s i d e r s  n e c e s s a r y  a n d  p r o p e r  to p r o t e c t  the i n t e r e s t

o f  the state. V i o l a t i o n s  o f  a ny  p r o v i s i o n  o f this c h a p t e r  or  the 

t er m s  o f  the c o n t r a c t  o f  sa l e  s u b j e c t  the p u r c h a s e r  to a p p r o p r i a t e  

.idinln is trat ivo and  legal a c tion , i n c l u d i n g  but not lim it e d  to s p e c i f i c  

p e r f o r m a n c e  f o r e c l o s u r e  , oj ectmer.t, or o t h e r  legal r e m e d i e s  in a c c o r d  - 

a n c c  w i t h  nrp l i c n b l e  s t a t e  law f L E G A L  A C T I O N ,  I N C L U D I N G  A  F O R E C L O S U R E  

A C T I O N  IN A C C O R D A N C E  W I T H  A P P L I C A B L E  S T A T E  L A W ] .

Sec. 4. A S  3 8 . 0 5 . 0 6 7 ( b )  is a m e n d e d  to read:

( b‘ T h e  d i r e c t o r  s h a ll  n ot  sell the l a n d s  u n d e r  t his s e c t i o n  at 

!"•;.> t h a n  t h e i r  fair [ A P P R A I S E D ]  m a r k e t  val u e .  The d i r e c t o r  s h a l l  

m a k e  r e g u l a t i o n s  n e c e s s a r y  to e n s u r e  that l an ds  s ol d u n d e r  this s e c t i o n  

a r e  o r  b o n a  fide r e s i d e n t i a l  u se  a n d  not for s p e c u l a t i o n .

S ec  3. A S 3 8 . 0 5 . 0 6 3 ( a )  is a m e n d e d  to rend:

(a) B e f o r e  o f f e r i n g  to the p u b l i c  a n y  l a n d  w h i c h  is s u b j e c t  to a 

v. 1 ul e x i s t i n g  U n i t e d  S t a t e s  F o r e s t  S e r v i c e  p e r m i t  in e f f e c t  in a
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s t a t e - s e l e c t e d  a r e a  at the time the a r e a  w a s  p a t e n t e d  to the st ate , o r  

w h i c h  is s u b j e c t  to a l ea se  i s s u e d  u n d e r  sec. 87 o f  th is  c h a p t e r ,  th e 

d i r e c t o r  s ha ll  o f f e r  the l a n d  f or  sa l e  to the p e r m i t t e e  o r  h is  s u c­

c e s s o r  in title, if he c a n  be found, at n o t  l ess t h a n  its f a i r  [ A P P R A I S E  

m a r k e t  v a l u e  b e f o r e  o f f e r i n g  to the g e n e r a l  p u b l i c .

*  Sec. 6 . AS  3 8 . 0 5 . 0 7 0 ( c )  is a m e n d e d  to read:

(c) A  l e a s e  m a y  be i s s u e d  fo r a p e r i o d  up to 55 ye ar s,  if it

a p p e a r s  to be in the b e s t  i n t e r e s t  o f  th e s t a t e  a n d  if the c o m m i s­

s i o n e r  a p p r o v e s .  A  l ea se  for a p e r i o d  in e x c e s s  o f  25 y e a r s  m u s t  

g r a n t  the l e s s e e  an o p t i o n  e n t i t l i n g  h i m  to e x t e n d  the t e r m  o f  the 

l e a s e  for up to t h r e e  c o n s e c u t i v e  f i v e - y e a r  p e r i o d s  in a d d i t i o n  to the 

o r i g i n a l  term. If the c o m m i s s i o n e r  d e t e r m i n e s  th a t  the land o r  a par t 

o f  it w h i c h  is the s u b j e c t  o f  a g r a z i n g  l e a s e  is not b e i n g  u s e d  for

t he  p u r p o s e  issued, the l e a s e  m a y  be d e c l a r e d  void. [HOWEVER, A N O N ­

R E N E W A B L E  L E A S E  F C R  S C H O O L  L A N D S  M A Y  BE I S S U E D  F O R  A P E R I O D  N O T  TO 

E X C E E D  99 Y E ARS. ]

* Sec. 7. A S  3 8 . 0 5 . 0 8 7 ( a )  is a m e n d e d  to read:

(a) B e f o r e  o f f e r i n g  to the p u b l i c  a n y  la n d  for l ea se  w h i c h  is 

s u b j e c t  to a v a l i d  e x i s t i n g  U n i t e d  S t a t e s  F o r e s t  S e r v i c e  p e r m i t  in 

e f f e c t  in a s t a t e - s e l e c t e d  a r e a  at the time the a r e a  w as  p a t e n t e d  to 

t he  state, the d i r e c t o r  s ha ll  o f f e r  the l a n d  Cor l e a s i n g  to the p e r ­

m i t t e e  at not less the n its fair [A P P RA IS ED ]  m a r k e t  v a l u e  b e f o r e  

o f f e r i n g  it to the g e n e r a l  public .

* Sec. 8 . AS 3 8 . 0 5 . 1 0 5  is a m e n d e d  to read:

Sec. 38. 05 . 1 0 5 .  P E R I O D I C  R E N T A L  A D J U S T M E N T S . (a]_ E a c h  l e a s e

s h a l l  s t i p u l a t e  that the a n n u a l  r e n t a l  p a y m e n t  is s u b j e c t  to a d j u s t­

m e n t  at f i v e - y e a r  i n t e r v a l s  an d c h a n g e s  or  a d j u s t m e n t s  s hal l be b a s e d  

[ P R I M A R I L Y ]  on a r e a p p r a i s e d  a n n u a l  r e n t a l  v al u e .  A n y  I n cr e a s e  due to 

r e a p p r a i s a l  m ay  n ot  e x c e e d  1 0 0  p e r  c en t o f  the a n n u a l  r e n t a l  for the
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p r e c e d i n g  f i v e - y e a r  p e r i o d.  H o w e v e r ,  if Che d i r e c t o r  o f  Che d i v i s i o n  

o f  l ands d e t e r m i n e s  that  r e s i d e n t i a l  d e v e l o p m e n t  is the b e s t  u s e  for 

th e land, the r e a p p r a i s a l  p e r i o d  m a y  be l e n g t h e n e d  o r  the r e a d j u s t m e n t  

w a i v e d  in a c c o r d a n c e  w i t h  r e g u l a t i o n s  a d o p t e d  by the c o m m i s s i o n e r .

3 e f o r e  a w a i v e r  o f  r e n t a l  r e a d j u s t m e n t  is issued, the l a n d  s h a l l  h a v e  

a c u r r e n t  r e a p p r a i s a l .  A  w a i v e r  is v a l i d  o n l y  if 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 ccu rs,  a n d  o n l y  if it is n e c e s s a r y  for 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 .  T h e  r e g u l a t i o n s  a d o p t e d  u n d e r  this s e c t i o n  s h a l l  

e n s u r e  th at  the s t a t e  r e c e i v e s  a fair r e t u r n  f r o m  the land.

(b) T he  100 p e r  c en t  limit on I n c r e a s e s  in a n n u a l  r e n t a l  a p p l i e s  

o n l y  to lea se s e x e c u t e d  a f t e r  the e f f e c t i v e  d a t e  o f  this Act an d to 

l e as e s  c o n v e r t e d  u n d e r  sec. 106 o f  this c ha p t e r .

* Sec. 9. AS  38.05 is a m e n d e d  by a d d i n g  n e w  s e c t i o n s  to a r t i c l e  3 to 

r e a d :

Sec. 3 8.05.106. C O N V E R S I O N  O F  L E ASE S. (a) A n y  p e r s o n  h o l d i n g  a 

v a l i d  l ea s e  u n d e r  secs. 70 - 106 o f  this c h a p t e r ,  or w h o  is an a p p r o v e d  

a s s i g n e e  o f  s uc h a l e s s e e  u n d e r  the te rms  of the lease, ma y c o n v e r t  

hi s lease to o b t a i n  the b e n e f i t s  d e s c r i b e d  in (b) o f  this s e c t io n,  

w h i c h  w e r e  not a v a i l a b l e  to h i m  at the time h is  l e a s e  w a s  o r i g i n a l l y  

e n t e r ed ,  if ho m a k e s  a l l  p a y m e n t s  du e u n d e r  the l e a s e  as c o m p u t e d  

a c c o r d i n g  to this s e c t i o n  a n d  is n ot  in v i o l a t i o n  of  a ny  o t h e r  Lease 

p r o v i s i o n .

(b) T h o s e  l e a s e  b e n e f i t s  w h i c h  m u s t  be m a d e  a v a i l a b l e  to a 

l e s s ee  q u a l i f y i n g  u n d e r  (a) o f  this s e c t i o n  a r e  all o f  t ho se  lease 

p r o v i s i o n s  a u t h o r i z e d  to be i n c l u d e d  in n e w  l e a s e s  e x e c u t e d  by the 

s t a t e  a f t e r  the e f f e c t i v e  d a t e  o f  this Act.

(c) T h e  e f f e c t i v e  a n n u a l  r e n t a l  v a l u e  at c o n v e r s i o n  s h a l l  be 

b a s e d  on the m o s t  r e c e n t  r e a p p r a i s a l  if r e a p p r a i s a l  wa s w i t h i n  two 

y e a r s  a f t e r  the e f f e c t i v e  d a t e  o f  this  Act. In all o t h e r  case s, the
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a n n u a l  r e n t’al v a l u e  ac c o n v e r s i o n  s h a l l  be b a s e d  o n  the n e x t  r e a p p r a i s a l  

a f t e r  c o n v e r s i o n .

(d) The r a t e  w h i c h  is a p p l i e d  to the f a i r  m a r k e t  v a l u e  o f  l e a s e  

p r o p e r t y  to c o m p u t e  a n n u a l  r e n t a l  v a l u e  s h a l l  be the c u r r e n t  m a r k e t  

ra t e  e x c e p t  the d i r e c t o r  m a y  r e d u c e  it to n o t  less t h a n  s i x  p e r  cent.

(e) A n y  l e a s e  c o n v e r s i o n  as to t r u s t  l a n d s  is e f f e c t i v e  o n l y  if

a p p r o \ e d  b y  the a p p r o p r i a t e  b o a r d  o f  t r u s t e e s .

(f) A p p l i c a t i o n s  fo r  c o n v e r s i o n  m u s t  be m a d e  w i t h i n  t h r e e  y e a r s  

a f t e r  the e f f e c t i v e  d a t e  o f  this Act.

Sec. 3 3 . 0 5 . 1 0 8 .  S T A T E  B O A R D  O F  L A N D  A P P E A L S ;  R E G U L A T I O N S .  (a)

T h e r e  is c r e a t e d  in the d e p a r t m e n t  a B o a r d  o f  L a n d  L e a s e  A p p e a l s  o f

five m e m b e r s ,  o n e  o f  w h o m  is the c o m m i s s i o n e r  o r  h i s  d e s i g n a t e d  

r e p r e s e n t a t i v e .  T h e  o t h e r  m e m b e r s  o f  the b o a r d  a r e  to be a p p o i n t e d  by 

the g o v e r n o r  fr o m  t h e  g e n e r a l  p u b l i c ,  a f t e r  c o n s i d e r a t i o n  of the 

d e s i r a b i l i t y  o f  legal, n a t u r a l  r e s o u r c e ,  o r  r e a l  e s t a t e  t r a i n i n g  a n d  

e x p e r i e n c e  as c r i t e r i a .

(b) T h e  d i r e c t o r  s h a l l  p r o v i d e  a d m i n i s t r a t i v e  s u p p o r t  for the 

b o a r d .

(c) The t e r m s  o f  the p u b l i c  m e m b e r s  a r e  t h r o e  y e a r s  each, e x c e p t  

tha t the i n i t i a l  t e r m s  o f  o n e  o f  the m e m b e r s  f i r st  a p p o i n t e d  u n d e r  

this c h a p t e r  s h a l l  be for o n e  y e a r  a n d  o n e  m e m b e r  for two years. T h e  

p u b l i c  m e m b e r s  a r e  e n t i t l e d  to c o m p e n s a t i o n  in the a m o u n t  o f  $50 a da y  

for e a c h  d a y o r  p o r t i o n  o f  a d a y  s p e n t  in a c t u a l  m e e t i n g  o r  o n  a u t h o r i z e!  

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

an d  pe r  d i e m  a l l o w a n c e s  a u t h o r i z e d  by AS 39.20.1,80.

(d) J u r i s d i c t i o n  o f  the b o a r d  e x t e n d s  to m a t t e r s  a r i s i n g  u n d e r  

secs. 70 - 10b o f  t h i s  c h a p t e r  r e l a t e d  to the l e a s i n g  o f  s t a t e  land 

o t h e r  t han for the e x t r a c t i o n  o f  n a t u r a l  r e s o u r c e s  f r o m  w h i c h  an 

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

a f t e r  the e f f e c t i v e  d a t e  o f  this A c t  h a s  t h e  a u t h o r i t y  to h e a r  e v i d e n c e  

a n d  r e c o m m e n d  d e c i s i o n s  to the c o m m i s s i o n e r  w h e n  the d i r e c t o r ' s  d e c i s i o n  

is a p p e a l e d  to the c o m m i s s i o n e r .  The c o m m i s s i o n e r , ,  a f t e r  c o n s u l t a t i o n  

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

th e  b o a r d .

* Sec. 10. A S  3 8 . 0 5 . 3 1 0  is a m e n d e d  to read:

Sec. 3 3 . 0 5 . 3 1 0 .  N O T I C E  A N D  A P P R A I S A L .  ( a ^  No lan d  m a y  be s o l d  

o r  leased, o r  a r e n e w a l  l e a s e  i s s u e d  ( W I T H O U T  P U B L I C  N O T I C E , ]  e x c e p t  

in the c a s e  o f  a n  oi l  o r  g a s  o r  m i n e r a l  lease, u n l e s s  it h a s  b e e n  

a p p r a i s e d  w i t h i n  120 [90] d a y s  b e f o r e  the d a t e  o_f ( F I X E D  F O R  THE] s a l e  

o r  lease. Fo r  o v e r - t h e - c o u n t e r  s a l e  u n d e r  (b) o f  t h i s  s e c t i o n ,  an 

a p p r a i s a l  ( WHEN L A N D  IS O F F E R E D  A T  P U B L I C  S A L E  B U T  IS N O T  S O L D  A N D  IS 

A V A I L A B L E  A T  P R I V A T E  SALE, N O  R E A P P R A I S A L ]  is r e q u i r e d  u n l e s s  the 

d i r e c t o r  finds [ C O N S I D E R S ]  t h a t  a c h a n g e  in v a l u e  o f  the l a n d s lias no t 

(MA Y  HAVE] o c c u r r e d .  A g r a z i n g  l e a s e  m a y  be g r a n t e d  to a l e s s e e  o f  

f e d e r a l  g r a z i n g  lands w i t h o u t  p r i o r  a p p r a i s a l ,  if h is  f e d e r a l  l e a s e  

w a s  c a n c e l l e d  to a l l o w  the s t a t e  to s e l e c t  the l a n d s  u n d e r  lease. No 

land m a y  lie s o l d  o r  l e a s e d  for less t h a n  f a i r  (THE  A P P R O V E D ,  A P P R A I S E D ]  

m a r k e t  value, e x c e p t  as p r o v i d e d  in .secs, 315 a n d  320 o f  this c h a p t e r  

a n d  secs. 75 - 85 of this c h a p t e r .  N o  l a n d  o r  i n t e r e s t  in land m a y  be 

s o l d , lease d ,  o r  o t h e r w i s e  d i s p o s e d  o f  w i t h o u t  p u b l i c n o t i c e .

(b) W h e n  l a n d  is o f f e r e d  at p u b l i c  s a l e  bu t  is n ot sold, it m a y  

be a v a i l a b l e  for sale o v e r  the c o u n t e r .  T h e  d i r e c t o r  s h a l l  r e v i e w  the 

list o f  p a r c e I s  o f land a v a i l a b l e  on a q u a r t e r ly b a s i s  a n d  s h a l l  

c e r t i f y  that t h e r e  lias b e e n  no c h a n g e  in v a l u e  s i n c e  the last r e a p p r a i­

sal. If an i n c r e a s e  in v a l u e  o c c u r s  in any p a r c e l ,  the d i r e c t o r  s ha l l  

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

* Sec. 11. AS  3 8 . 0 5 . 3 A 5 (a) is a m e n d e d  to read:

HB 183 B - 6
AGO 93S8A9



I

2

3

4

5

6
7

8
9

10
11
12
13

1.1

15

1 6

I 7

18

19

20

21

22

2 J

24

26

7 6

27

28

29

(a) P u b l i c  n o t i c e  o f  a n  a u c t i o n  sale [, L E A S E  O R  O T H E R  D I S P O S A L ]  

o f  l a n d  o r  i n t e r e s t  in it s h a l l  b e  s u b s t a n t i a l l y  as f ol l o w s .

* Sec. 12. A S  3 8 . 0 5 . 3 4 5  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to read:

(e) P u b l i c  n o t i c e  o f  a sale, lease, o r  o t h e r  d i s p o s a l  o f  l a n d  or 

an  i n t e r e s t  in it o t h e r  t han b y  a u c t i o n ,  or n o t i c e  o f  a c l a s s i f i c a t i o n  

o r  o t h e r  a c t i o n  c o n c e r n i n g  land, s h a l l  c o n f o r m  to the r e q u i r e m e n t s  o f  

sec. 305 o f  t his c h a p t e r  a n d  o f  t his s u b s e c t i o n .  T h a t  n o t i c e  m u s t  

c o m p l y  w i t h  the p r o v i s i o n s  o f  (b) a n d  (d) o f  this s e c t i o n,  e x c e p t  tha t  

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

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

*  Sec. 13. AS  3 8 . 0 5 . 3 6 5  is a m e n d e d  b y  a d d i n g  a n e w  p a r a g r a p h  to read:

(24) " m a r k e t  v a l u e "  o r  " f a i r  m a r k e t  v a l u e "  m e a n s  the pr i c e ,  

e s t i m a t e d  in t e r m s  o f  mo n ey ,  w h i c h  the p r o p e r t y  w o u l d  b r i n g  if e x p o s e d  

for a s a l e  for a r e a s o n a b l e  t i m e  in the o p e n  m a r k e t ,  w i t h  a s e ll e r ,  

w i l l i n g  but n o t  f o r c e d  to sell, a n d  a bu y e r ,  w i l l i n g  b u t  not f o r c e d  to 

buy, b o t h  b e i n g  f u l l y  i n f o r m e d  o f  all the p u r p o s e s  for w h i c h  the 

p r o p e r t y  is b e s t  a d a p t e d  or c o u l d  be used.
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. ■ • V. A P P E N D  I X C

'•**' . 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

D I V I S I O N  O F  L A N D S

(
323 E a s t  F o u r t h  A v e n u e  

A n c h o r a g e ,  A l a s k a  9 9 5 0 1

A D L  N O . ________________

L E A S E  A G R E E M E N T

T H I S  L e a s e  a g r e e m e n t  m a d e  a n d  e n t e r e d  i n t o  t his __________ d a y  o f _______________________ ,

19____ , b y  a n d  b e t w e e n  the S t a t e  o f  A l a s k a ,  t h r o u g h  the D i r e c t o r  o f  the D i v i s i o n  o f  ..ands,

w i t h  the c o n s e n t  a n d  a p p r o v a l  of the C o m m i s s i o n e r  o f  the D e p a r t m e n t  of N a t u r a l  

R e s o u r c e s ,  a c t i n g  for a n d  o n  its b e h a l f  u n d e r  a n d  p u r s u a n t  to AS 38.05, as am e n d e d ,  

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

h e r e i n a f t e r  r e f e r r e d  to as the L E S S O R ;  a n d  ____________________________________________________

o f _____________________________________________ _________ h e r e i n a f t e r  r e f e r r e d  to as the L E S S E E :

W H E R E A S ,  the L e s s o r  h a s  c a u s e d  the l a n d s  h e r e i n  d e m i s e d  to be a p p r a i s e d  a n d

s u c h  a p p r a i s a l  w a s  m a d e  and a p p r o v e d  o n  or a f t e r ________________________________, 19 ;

and

W H E R E A S ,  the L e s s o r  has c a u s e d  a n o t i c e  o f  int e nt  to l e a s e  the l a n d s  h e r e i n

d e m i s e d  to be p u b l i s h e d  as r e q u i r e d  b y  l a w o r  c a u s e d  n o t i c e s  o f  in t e n t  to lease to

be p o s t e d  as r e q u i r e d  by law; and

W H E R E A S , an a u c t i o n  of the h e r e i n  d e m i s e d  p r o p e r t y  w a s  heId at the tine a n d  p l a c e

d e s i g n a t e d  by n o t i c e  a n d said s a l e  w a s  a p p r o v e d  by the D i r e c t o r  of the D i v i s i o n  of

La n d s ,  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 ,  S t a t e  o f  A l a s k a :
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N O W  T H E R E F O R ,  the L e s s o r  has a g r e e d  to let and d o e s  h e r e b y  let an d  d e m i s e  to the 

L e s s e e ,  a n d  the L e s s e e  ha s  a g r e e d  to tak e  an d  d o e s  h e r e b y  take from the L e s s o r  the 

s u r f a c e  e s t a t e  of a l l  that lot, piece, or p a r c e l  of land m o r e  p a r t i c u l a r l y  b o u n d e d  a n d  

d e s c r i b e d ,  as follows:

L o c a t e d  in t h e  R e c o r d i n g  D i s t r i c t ,  S t a t e  o f  A l a s k a .

T O  I L W E  AlfD T O  H O L D  the said d e m i s e d  p r e m i s e s  for a term of

( ) y e a r s  c o m m e n c i n g  on the  d a y  o f _____________________, 19

12 o ' c l o c k  m i d n i g h t  on t h e ____________ d a y  of  ________________

s o o n e r  t e r m i n a t e d  as h e r e i n a f t e r  p r o v i d e d .

T h e  L e s s e e  s h a l l  pay to the L e s s o r  r e n t a l  as  f o l l o w s :  E q u a l    p a y m e n t s ,

in a d v a n c e ,  on or b e f o r e  the    d a y  o f _________________________of e v e r y  yea r  d u r i n g

said terra at the r a t e  of

D o l l a r s  ($__________________) per __________________; su c h  p a y m e n t s  to be s u b j e c t  to a d j u s t m e n t

as h e r e i n a f t e r  r e q u i r e d  from the e f f e c t i v e  d a t e  he r e o f ,  a s  p r o v i d e d  herein.

It is a g r e e d  that eac h  of the c o v e n a n t s ,  t e r m s  a n d  a g r e e m e n t s  h e r e i n  c o n t a i n e d  

s h a l l  he b i n d i n g  u p o n  the p a r t i e s  and u p o n  their r e s p e c t i v e  s u c c e s s o r s  an d  a ss i g n s .

I. A p p u r t e n a n c e s ,  a n d En c u m b r a n c e s —  L e s s o r  l e a s e s  a n d  g r a n t s  to L e s s e e  a l l  e a s e­

me n t s .  p a r k i n g  an d  l o a d i n g  rights, r i g h t s  of i n g r e s s  a n d  eg r e s s ,  f i x t u r e s  a n d  

a p p u r t e n a n c e s  n o w  or h e r e a f t e r  b e l o n g i n g  or p e r t a i n i n g  to s aid p r e m i s e s.  T h e  d e s -
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c r i b e d  p r e m i s e s  are leased, s u b j e c t  to p a t e n t  r e s t r i c t i o n s ,  e a s e m e n t s ,  r i g h t s -  

of - w a y ,  if any, z o n i n g  3 nd b u i l d i n g  r e s t r i c t i o n s  and s t a t u t e s  and g o v e r n m e n t a l  

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

2. P a y m e n t  of T a x e s  a n d  A s s e s s m e n t s —  L e s s e e  a g r e e s  to p a y  to the p u b l i c  a u­

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

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

ch a r g e s ,  w h e t h e r  of a like or  d i f f e r e n t  n a t u r e ,  e x c e p t  f o r  g e n e r a l  a n d  s p e c i a l  

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

fix t u r e s,  i m p r o v e m e n t s  or l e a s e h o l d  i n t e r e s t  n o w  o r  h e r e a f t e r  l o c a t e d  thereon,

o r  a r i s i n g  in r e s p e c t  of the o c c u p a n c y ,  u s e  or p o s s e s s i o r  o f  the le a s e d  P r e m i s e s , 

and w h i c h  are  c h a r g e d  a g a i n s t  a n d  are, or m a y  b e c o m e ,  a lie n d u r i n g  the t erm o f  

this lease; a n d  L e s s e e  a g r e e s  to e x h i b i t  to L e s s o r ,  o n  d e m a n d  r e c e i p t s  e v i d e n c i n g  

p a y m e n t  o f  a l l  taxes, fees and o t h e r  s i m i l a r  p u b l i c  c h a r g e s  so p a y a b l e  b y  Lessee. 

L e s s e e  s h a l l  a l s o  pa y  a l l  c h a r g e s  of w a t e r ,  se w e r , gas, e l e c t r i c i t y ,  p ower or 

o t h e r  p u b l i c  u t i l i t y  s e r v i c e s  r e n d e r e d  o n  o r  to the P r e m i s e s  d u r i n g  the t erm o f  

this l e a s e  as s u c h  c h a r g e s  b e c o m e  due.

3. d o c u m e n t a t i o n of I m p r o v e m e n t s —  L e s s e e  m u s t  w i t h i n  90 d a y s  of c o m p l e t i o n  

of a n y  sit e  i m p r o v e m e n t s ,  i n c l u d i n g  bu t  not l i m i t e d  to c l e a r i n g ,  l eveling, e x­

cav a t i o n ,  a n d  b a c k f i l l ,  a n d  e x c l u s i v e  of a n y  s t r u c t u r e s ,  file w i t h  the lessor 

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

c o s t s  a n d  q u a n t i t i e s .  S u c h  d o c u m e n t a t i o n  is i n t e n d e d  to aid in f u t u r e  d e t e r m i n a t i o n s  

of the o r i g i n a l  c o n d i t i o n  of the P r e m i s e s .

A. N o t i f i c a t i o n and L ate P a y m e nt C h a r g e —  In the e v e n t  l e s s e e  b e c o m e s  30 d a y s  

d e l i n q u e n t  in p a y m e n t s  due, a Late p a y m e n t  c h a r g e  o f  6 7 . of sucli a m o u n t  due shall 

be le v i e d a g a i n s t  the lease. A d d i t i o n a l l y ,  a c h a r g e  for n o t i f i c a t i o n  for p a y m e n t s  

30 d a y s  iato s h a l l  be m a d e  at the r ate of $ 5 . 0 0  for the fi r s t  n o t i c e  and $ 2 0 . 0 0

AGO 935853
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for the s e c o n d  n o t i c e.

5. P e r m i t t e d  U s e s —  (a) T h e  L e s s e e  s h a l l  u s e  the l e a s e d  P r e m i s e s  for u s e s  and 

p u r p o s e s  c o n s i s t e n t  w i t h  those c i t ed  in A t t a c h m e n t  1, a n d  in c o n f o r m a n c e  w i t h  

a p p l i c a b l e  l o c a l  z o n i n g  o r d i n a n c e s .  A t  a n y  t i m e  L e s s e e  m a y  r e q u e s t  a c h a n g e  in 

p e r m i t t e d  u s es ,  p r o v i d e d  that L e s s e e ' s  e x i s t i n g  o r  p r o p o s e d  us e  o f  the P r e m i s e s

is c o n s i s t e n t  w i t h  e x i s t i n g  zoning. If the L e s s o r  c o n c u r s  w i t h  s u c h  c h a n g e  o f  

p e r m i t t e d  use, then this lease s h a l l  term i n a t e,  and a n e w  lease, u p o n  a f o r m  a n d  

c o n t a i n i n g  terras, a p p r a i s a l  and r e n t a l  r a t e  a p p l i c a b l e  to the c h a n g e d  c l a s s i f i c a t i o n  

s h a l l  b e  e x e c u t e d  for the b a l a n c e  o f  the u n e x p i r e d  l e a s e  terra, o r  r e n e w a l  t e r m  if 

a p p l i c a b l e ,  t hen r e ma i n i n g .

b. L e s s e e  m a y  r e q u e s t  that part of the leased P r e m i s e s  be s e v e r e d  

f r o m  the P r e m i s e s  for p u r p o s e s  of c h a n g i n g  o f  that par t  for a use or u s e s  

no t  p e r m i t t e d  u n d e r  the then e x i s t i n g  p e r m i t t e d  u s e s  of  the P r e mises. If the 

L e s s o r  c o n c u r s ,  t h e n  this lease s h a l l  t e r m i n a t e  as to the p art so sever e d ,  and 

a n e w  lease, u p o n  a for m  and c o n t a i n i n g  terms, a p p r a i s a l  a n d  r e n t a l  rate a p p l i c a b l e  

to the c h a n g e d  p e r m i t t e d  uses; s lull be e x e c u t e d  for the b a l a n c e  of the u n c x p i r e d  

L e a s e term, o r  r e n e w a l  term if a p p l i c a b l e ,  then r e m a i n i n g .  The a n n u a 1 r e n t a l s  

a p p l i c a b l e  to the o r i g i n a l  leased P r e m i s e s  s hall be a d j u s t e d  to r e f l e c t  the e ff e c t  

o f  s e v e r a n c e  o f  rhu part p e r m i t t e d  by thLs p a r a g r a p h  for the b a l a n c e  o f  the o r L g i n a L  

l e a s e  term or the r e n e w a l  term, it' a p p l i c a b l e .  If s e v e r a n c e  of a p o r t i o n  of 

the P r e m i s e s  is p e r m i t t e d ,  L e s s e e  shall c o m p l y  w i t h  all s t a t e  and local laws 

and o r d i n a n c e s  r e g a r d i n g  the s u b d i v i s i o n  of roaL p r o p e r t y ,  a n d  s h a l l  b ea r  the 

e x p e n s e s  ami c o s t s  a t t r i b u t a b l e  to survey, r e c o r d i n g  and o t h e r  c o m p l i a n c e  w i t h  s a i d  

laws a n d  o r d i n a n c e s .

6 . C o m p l i a n c e  w i t h  Laws' O r d i n ance a nd R e g u l n t  Loin;—  L e s s e e  s h a l l  c o m p l y  w i t h  

all a p p l i c a b l e  laws, o r d i n a n c e s  and r e g u l a t i o n s  of d u l y  c o n s t i t u t e d  p u b l i c  au -
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t h o r i t i c s  n o w  o r  h e r e a f t e r  in e x i s t e n c e  w h i c h  in a n y  m a n n e r  a f f e c t  the l e a s e d

P r e m i s e s  or the s i d e w a l k s ,  a l l e y s ,  s t r e e t s ,  and W 3 vs a d j a c e n t  thereto, or a n y  

b u i l d i n g s ,  s t r u c t u r e s ,  f i x t u r e s  or  i m p r o v e m e n t s  o r  the u s e  thereof. L e s s e e  

f u r t h e r  a g r e e s  that it w i l l  n o t  p e r m i t  a n y  u n l a w f u l  o c c u p a t i o n ,  b u s i n e s s  or t r a d e  

to b e  c o n d u c t e d  o n  the P r e m i s e s ,  o r  a n y  u s e  to be m a d e  t h e r e o f  c o n t r a r y  to a n y  law, 

o r d i n a n c e  o r  r e g u l a t i o n  a p p l i c a b l e  thereto.

T h e  l e s s e e ,  at its o w n  cost a n d  e x p e n s e ,  s h a l l  keep the l e a s e d  P r e m i s e s  a n d  all 

i m p r o v e m e n t s  w h i c h  at a n y  time d u r i n g  the t e r n  of this l e a s e  m a y  b e  s i t u a t e d  t h e r e o n  

in g o o d  m a i n t e n a n c e ,  c o n d i t i o n  an d  r e p a i r  d u r i n g  he e n t i r e  t e r n  of this lease, and 

h e r e b y  e x p r e s s l y  w a i v e s  a n y  r i g h t  to m a k e  r e p a i r s  to the P r e m i s e s  at the e x p e n s e  of 

L e s s o r  w h i c h  m a y  b e  a l l o w e d  b y  a n y  s t a t u t e  o r  law  in e f f e c t  at the time o f  the 

e x e c u t i o n  of ihis l ea s e  o r  a n y  a m e n d m e n t  thereo f ,  or b y  a n y  o t h e r  s t a t u t e  o r  law 

w h i c h  m a y  be h e r e a f t e r  p a s s e d  d u r i n g  the t ern of this lease. T h e  L e s s e e’s r i g h t s  

u n d e r  this L e a s e  m a y  lie t e r m i n a t e d  b y  the D i r e c t o r ,  in w h o l e  o r  in part, if the 

L e a s e d  P r e m i s e s  a r e  u sed for a p u r p o s e  u n l a w f u l  u n d e r  F e d e r a l  or S t at e  l a w  or 

r e g u l a t i o n ,  o r  l o c a l  G o v e r n m e n t  o r d i n a n c e  an a p p l i c a b l e .

7. L e s s e e ' s  R i g hts of O c c u p a n c y  anti U s e —  L e s s e e ,  w h e n  no t in d e f a u l t  of 

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

d u r i n g  the t e n n  o f  this L e a s e ;  from tine to time and in s u c h  m a n n e r ,  and to s u c h  

e x t e n t ,  as  L e s s e e  m a y  in its s o l e  J u d g m e n t  d e e m  a d v i s a b l e ,  e x c e p t  w h e r e  any o f  

salt! r i g h t s  is c o n d i t i o n e d  u p o n  p r i o r  a p p r o v a l  of Lessor: (a) Th e  r i g h t  to d e m o l i s h

••emove o r  o t h e r w i s e  d i s p o s e  of a n y  i m p r o v e m e n t s  p r e s e n t l y  or s u b s e q u e n t l y  s i t u a t e d  

u p o n  the l e a s e d  P r e m i s e s ;  (l>) T h e  r ig h t  to erect, pla c e ,  o r  inst a l l  u p o n  the l e a s e d  

P r e m i s e s  b u i l d i n g s ,  s t r u c t u r e s ,  and i m p r o v e m e n t s  a s  from time to time it shall d e e m  

a d v i s a b l e ;  (c) The r i g h t  to m a k e  s u c h  a l t e r a t i o n s ,  a d d i t i o n s  and r e p a i r s  to the 

le a s e d  P r e m i s e s  as it m a y  desi r e .
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8 . D i s p o s i t i o n  of  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 —  (a) A l l  b u i l d i n g s ,  s t r u c t u r e s

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

a t t a c h e d  in o r  a b o u t  the l e a s e d  P r e m i s e s  b y  L e s s e e ,  s h a l l  r e m a i n  the p r o p e r t y  o f  

L e s s e e  at the e x p i r a t i o n  o r  t e r m i n a t i o n  of this lease, or of a n y  r e n e w a l  term 

t h e r eo f .  T h e  l e s s e e  s h a l l  w i t h i n  60 d ay s  a f t e r  t e r m i n a t i o n  or e x p i r a t i o n  of the 

l e a s e  r e m o v e  a l l  i m p r o v e m e n t s  l o c a t e d  o n  the l e a s e d  P r e m i s e s ,  p r o v i d e d  that s u c h  

r e m o v a l  w i l l  no t c a u s e  i n j u r y  o r  d a m a g e  to the l e a s e d  P r e m i s e s ;  a n d  f u r t h e r  p r o v i d e d  

tha t the L e s s o r  m a y  e x t e n d  the txme for r e m o v i n g  s u c h  i m p r o v e m e n t s  in a c a s e  w h e r e  

h a r d s h i p  is d e m o n s t r a t e d .  F o l l o w i n g  r e m o v a l  L e s s e e  s h a l l  l eave P r e m i s e s  in a s a f e  

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

s e l l  h i s  i m p r o v e m e n t s  to the s u c c e e d i n g  lessee.

(b) If a n y  i m p r o v e m e n t s  a n d / o r  c h a t t e l s  h a v i n g  a n  a p p r a i s e d  v a l u e  in e x c e s s  o f  

$ 1 0 , 0 0 0 . 0 0 ,  as d e t e r m i n e d  by the L e s s o r ,  are n o t  r e m o v e d  w i t h i n  the time a l l o w e d ,  

su c h  i m p r o v e m e n t s  a n d / o r  c h a t t e l s  shall, u p o n  d u e  n o t i c e  to the Less e e , be sold at 

p u b l i c  s a l e  u n d e r  the d i r e c t i o n  of the Less o r .  T h e  p r o c e e d s  of sal e  shall inure 

to the L e s s e e  w h o  p l a c e d  su c h  i m p r o v e m e n t s  a n d / o r  c h a t t e l s  o n  the lands a f t e r  

p a y m e n t  to the L e s s o r  of a l l  rents due and o w i n g  and e x p e n s e s  i n c u r re d  in h o l d i n g  

s u c h  sale. Cn c a s e  t h e r e  a r c  no o t h e r  b i d d e r s  at a n y  s u c h  sale, the L e s s o r  Is 

a u t h o r i z e d  to bid on s u c h  i m p r o v e m e n t s  a n d / o r  c h a t t e l s .  T h e  L e s s o r  s h a l l  a c q u i r e  

a l l  r i g ht s ,  b o t h  l egal a n d  e q u i t a b l e ,  that a n y  o t h e r  p u r c h a s e r  c o u l d  a c q u i r e  by 

r e a s o n  of s a i d  s a l e  a n d  p u rchase.

(c) If a n y  i m p r o v e m e n t s  a n d / o r  c h a t t e l s  h a v i n g  an a p p r i a s e d  v a l u e  of $ 1 0 ,0 0 0 . 0 0  o 

less, as  d e t e r m i n e d  bv the Lesso r ,  arc not r e m o v e d  w i t h i n  the time al l o w e d ,  such 

i m p r o v e m e n t s  a n d / o r  c h a t t e l s  s h a L l  r e v e r t  to, and a b s o l u t e  title s hall v e s t  in, the 

Lessor.

9. F r e e d o m  F r o m  L i e n s —  Le s s e e  w i l l  not p e r m i t  a n y  m e c h a n i c s ' ,  labor e r s ' , or

AGO 935856
C- 6



m a t e r i a l m e n s '  l i e n s  to s t a n d  a g a i n s t  the l e a s e d  P r e m i s e s  o r  i m p r o v e m e n t s  for a n y

l a b o r  o r  m a t e r i a l s  f u r n i s h e d  to L e s s e e ,  or c l a i m e d  to h a v e  b e e n  f u r n i s h e d  to L e s s e e  

o r  to L e s s e e ' s  a ge n t s ,  c o n t r a c t o r s ,  or s u b l e s s e e s ,  in c o n n e c t i o n  w i t h  w o r k  o f  any 

c h a r a c t e r  p e r f o r m e d  o n  s a i d  P r e m i s e s  or i m p r o v e m e n t s  b y  or a t  the d i r e c t i o n  o r  

s u f f e r a n c e  of  L e s s e e;  p r o v i d e d ,  h o we v e r ,  t h a t  L e s s e e  s h a l l  h a v e  the r i g h t  to 

c o n t e s t  the v a l i d i t y  or a m o u n t  of a n y  s u c h  l i e n  o r  c l a i m e d  lien. In the e v e n t  of 

s u c h  c o n t e s t ,  L e s s e e  s h a l l  g i v e  to L e s s o r  s u c h  r e a s o n a b l e  s e c u r i t y  as m a y  be 

d e m a n d e d  b y  L e s s o r  to i n s u r e  p a y m e n t  t h e r e o f  a n d  to p r e v e n t  a n y  p u r p o r t e d  sale, 

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

pa y m e n t .  S u c h  s e c u r i t y  n e e d  n o t  e x c e e d  o n e  a n d  o n e - h a l f  t i m e s  the a m o u n t  of s u c h  

l i e n  o r  s u c h  c l a i m  of lien. L e s s e e  s h a l l  r e c o r d  s u c h  b o n d  a s  c o n t e m p l a t e d  b y  

S e c t i o n  3 4 . 3 5 . 0 7 2 ,  A l a s k a  S t a t u t e s  u p o n  L e s s o r ' s  d e m a n d .  L e s s e e  s h a l l  i m m e d i a t e l y  

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

c o s t s  a n d  c h a r g e s ,  and s h a l l  h a v e  s u c h  l i e n  r e l e a s e d  o r  j u d g m e n t  s a t i s f i e d  at 

L e s s e e ' s  o v n  e x p e n s e .  T h e  S t a t e  m a y  file s u c h  n o t i c e s  o f  n o n - r e s p o n s i b i l i t y  as 

It m a y  d e e m  n e c e n s a r v ,  p u r s u a n t  to A.S. 34 . 3 5 . 0 6 5 .

10. L a w f u l Us e  o f  P r e m i s e s —  T h e  L e s s e e  m a y  u s e  a n d  o c c u p y  the l e as e d  P r e m i s e s  

for a n y  la w f u l  p u r p o s e  p r o v i d e d  s u c h  p u r p o s e  is a l l o w e d  u n d e r  A t t a c h m e n t  1 of 

t his Lease.

11. I n d e m n i t y  to L e s s o r —  L e s s e e  w i l l  i n d e m n i f y  a n d  h o l d  L e s s o r  h a r m l e s s  from 

and a g a i n s t  a l l  c l a i m s  a n d  d e m a n d s  fo : l o s s  or d a m a g e ,  i n c l u d i n g  p r o p e r t y  d a m a g e ,  

p e r s o n a l  i n j u r y  o r  w r o n g f u l  d e a t h ,  a r i s i n g  o u t  of o r  in c o n n e c t i o n  w i t h  the use o r  

o c c u p a n c y  o f  the P r e m i s e s  by L e s s e e  o r  an y  o t h e r  p e r s o n  tinder L e s s e e ,  a n d  fro m  a n y  

a c c i d e n t  or fire o n  the P r e m i s e s  an d  fro. a n y  n u i s a n c e  m a d e  or s u f f e r e d  thereon, 

a n d  f ro m  a n y  f a i l u r e  b y  L e s s e e  to k e e p  the P r e m i s e s  in a s a f e  c o n d i t i o n ,  a n d  L e s s e e  

w i l l  r e i m b u r s e  L e s s o r  for a l l  its c o s t s  a n d  e.-.peuses, i n c l u d i n g  r e a s o n a b l e  a t t o r n e y s '  

fees, i n c u r r e d  in the d e f e n s e  of a n y  suc h  c l ai m s ;  a n d  L e s s e e  w i l l  h o l d  all goods,
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m a t e r i a l s ,  f u r n i t u r e ,  f i x t u r e s  e q u i p m e n t ,  m a c h i n e r y  and o t h e r  p r o p e r t y  w h a t s o e v e r

on  the P r e m i s e s  at the s o l e  r i s k  o f  L e s s e e ,  a n d  w i l l  s a v e  L e s s o r  h a r m l e s s  f r o m  a n y  

c l a i m  o f  loss or d a m a g e  t h e r e t o  b y  a n y  c a u s e  w h a t s o e v e r .  If all o r  par t  of the 

i m p r o v e m e n t s  p l a c e d  by L e s s e e  o n  the d e m i s e d  p r e m i s e s  a r e  d e s t r o y e d  b y  fire, 

e a r t h q u a k e  o r  o t h e r  ca u s e , L e s s e e  s h a l l  r e m o v e  the d e b r i s  and c l e a n  u p  the a f f e c t e d

ft
a r e a  w i t h i n  60 d a y s  of t h e  o c c u r r e n c e  o f  s u c h  d e s t r u c t i o n ,  a n d  m a y  s u r r e n d e r  to 

L e s s o r  t h i s  lease, t o g e t h e r  w i t h  a n y  i n t e r e s t  of L e s s e e  a n d  o f  a n y  m o r t g a g e e  in 

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

o b l i g a t i o n  h e r e u n d e r .

12. D e f a u l t —  If L e s s e e  a t  a n y  time d u r i n g  the term or r e n e w a l  t e r m  o f  this l e a s e  

(and r e g a r d l e s s  of the p e n d e n c y  o f  a n y  b a n k r u p t c y ,  r e o r g a n i z a t i o n ,  r e c e i v e r s h i p ,  i n­

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

w h i c h  lias o r  m i g h t  h a v e  the e f f e c t  o f  p r e v e n t i n g  L e s s e e  f r o m  c o m p l y i n g  w i t h  the terms 

o f  this lease) (a) s hall fail to m a k e  p a y m e n t  of a n y  i n s t a l l m e n t - o f  rent or of any 

o t h e r  s u m  h e r e i n  s p e c i f i e d  to be p a i d  b y  L e s s e e ,  or (b) s h a l l  fail to o b s e r v e  or

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

a n y  s u c h  d e f a u l t  s h a l l  not be c u r e d  as to (a) w i t h i n  ten d a y s  a f t e r  L e s s o r  sh a l l  

h a v e  g i v e n  L e s s e e  w r i t t e n  n o t i c e  o f  s u c h  f a i l u r e  to m a k e  p a y m e n t ,  or as to (b) w i t h i n  

t h i r t y  (30) d a y s  a f t e r  L e s s o r  s h a l l  h a v e  g i v e n  to L e s s e e  w r i t t e n  n o t i c e  s p e c i f y i n g  

s u c h  d e f a u l t  o r  d e f a u l t s ,  L e s s e e  s h a l l  n o t  h a v e  c o m m e n c e d  d i l i g e n t l y  to cure s u c h  

d e f a u l t ;  o r  if L e s s e e  ha s  f i l e d  a v o l u n t a r y  p e t i t i o n  or h a s  b e c o m e  s u b j e c t  to an

i n v o l u n t a r y  p e t i t i o n  u n d e r  a n y  p r o v i s i o n  o f  the B a n k r u p t c y  A c t ,  11 U.S.C. 701 e: . seg;

or if L e s s e e  f i n a l l y  and w i t h o u t  f u r t h e r  p o s s i b i l i t y  of a p p e a l  o r  r e v i e w  is a d j u d­

ic a t e d  a b a n k r u p t  o r  i n s o l v e n t ;  o r  if L e s s e e  ha s  a r e c e i v e r  o r  a T r u s t e e  a p p o i n t e d  

for all o r  s u b s t a n t i a l l y  a l l  o f  its b u s i n e s s  o r  a s s e t s  o n  the g r o u n d  of L e s s e e ' s  

i n s o l v e n c y ;  o r  if L e s s e e  ha s  i t s e l f  a p p o i n t e d  as d e b t o r - i n - p o s s e s s i o n  in a p r o­

c e e d i n g  for a r e o r g a n i z a t i o n  o r  an a r r a n g e m e n t ;  or if L e s s e e  s h a l l  m a k e  an a s s i g n m e n t  

for the b e n e f i t  o f  its c r e d i t o r s ,  the n  in a n y  3 u c h  e v e n t  L e s s o r  s h a l l  h ave the right,
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* at its e l e c t i o n ,  the n  or at a n y  t ime t h e r e a f t e r ,  a n d  w h i l e  s u c h  d e f a u l t ,  d e f a u l t s  or

e v e n t s  s h a l l  c o n t i n u e ,  to g i v e  L e s s e e  w r i t t e n  n o t i c e  o f  L e s s o r ' s  i n t e n t i o n  to 

t e r m i n a t e  this l e a se  a n d  al l  of  L e s s e e ' s  r i g h t s  h e r e u n d e r ,  on the d a t e  s p e c i f i e d  in 

s u c h  n o t i c e ,  w h i c h  d a t e  s h a l l  not be less than t h i r t y  (30) d a y s  a f t e r  the d a t e  of 

g i v i n g  of s u c h  n o t i c e ;  a n d  o n  the d a t e  s p e c i f i e d  in s u c h  n o t i c e  this l e a s e  a n d  all 

r i g h t s  g r a n t e d  L e s s e e  h e r e u n d e r  s h a l l  t e r m i n a t e  a s  f u l l y  as if the l e as e  had then 

e x p i r e d  b y  its o w n  terms; an d  L e s s e e  h e r e b y  c o v e n a n t s  to p e a c e a b l y  a n d  q u i e t l y  

s u r r e n d e r  to L e s s o r  s aid l e a s e d  P r e m i s e s  and a l l  s t r u c t u r e s ,  b u i l d i n g s  i m p r o v e m e n t s  

a n d  e q u i p m e n t  l o c a t e d  t h e r e o n,  s u b j e c t  to p a r a g r a p h  7 (a) a b o v e  a n d  to e x e c u t e  and 

d e l i v e r  to L e s s o r  s u c h  i n s t r u m e n t  or i n s t r u m e n t s  w h i c h  m a y  be r e q u i r e d  b y  L e s s o r  

to p r o p e r l y  e v i d e n c e  t e r m i n a t i o n  o f  L e s s e e ' s  r i g h t s  a n d  i n t e r e s t  h e r e u n d e r .

In the e v e n t  of t e r m i n a t i o n  of this l e a s e  as p r o v i d e d  in this p a r a g r a p h  12,

L e s s o r  s h a l l  h a v e  the right to r e p o s s e s s  the l e a s e d  P r e m i s e s  an d  s u c h  s t r u c t u r e s ,  

b u i l d i n g s ,  i m p r o v e m e n t s  and e q u i p m e n t ,  t h e r e o n  and s u b j e c t  to p a r a g r a p h  5 a b o v e  

e i t h e r  w i t h  proce*ss of la w  or t h r o u g h  a n y  f orm of s u i t  or p r o c e e d i n g ,  as w e l l  as 

the r i g h t to s u e  for a n d  r e c o v e r  al l  r e n t s  a n d  o t h e r  sun s  a c c r u e d  up to the time 

of s u c h  t e r m i n a t i o n ,  a n d  d a m a g e s  a r i s i n g  o u t  of a n y  b r e a c h  on the part o f  Lessee, 

i n c l u d i n g  d a m a g e s  for rent for the b a l a n c e  o f  the l e a s e  term not then a c c rued. L e s s o r  

s h a l l  a l s o  h a v e  the right, w i t h o u t  t a k i n g  p o s s e s s i o n  o f  the p r e m i s e s  o r  t e r m i n a t i n g  

tliis lease, to su e  for and r e c o v e r  a l l  r e n t s  and o t h e r  suras, i n c l u d i n g  d a m a g e s ,  at 

a n y  time a n d  f r o m  time to time w h i c h  m a y  a c c r u e  h e r e u n d e r  as a r e s u l t  o f  a n y  d e f a u l t  

of  L e ss e e .

13. C o n d e m n a t i o n —  ff the w h o l e  o r  a n y  part  o f  the d e m i s e d  p r e m i s e s  s h a l l  be  

t a k e n  for a n y  p u b l i c  or q u a s i - p u b l i c  use, u n d e r  a n y  s t a t u t e  o r  by r i g h t  o f  e m i n e n t  

d o m a i n  or p r i v a t e  p u r c h a s e  in l i e u  th e reof, b y  an y  p u b  Lie o r  q u a s i - p u b l i c  b o d y  

v e s t e d  w i t h  the p ower o f  e m i n e n t  d o m a i n ,  t hen w h e n  p o s s e s s i o n  s h a l l  be t a k e n  

t h e r e u n d e r  of the l e a s e d  P r e m i s e s ,  o r  a n y  p a r t  t h e r e o f , the f o l l o w i n g  p r o v i s i o n s
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shall control:

a. T a k i n g  of A l l  P r e m i s e s —  If a l l  o f  the P r e m i s e s  are taken b y  condemnatio: 

the terra of this l e a s e  and a l l  r i g h t s  of the L e s s e e  h e r e u n d e r  s h a l l  i m m e d i a t e l y  

c e r n i n a t e ,  and the ren t  s h a l l  b e  a d j u s t e d  as o f  the t ime o f  s u c h  t e r m i n a t i o n  so

that L e s s e e  s h a l l  h a v e  p aid r e n t  o n l y  up to the time o f  s u c h  taking. L e s s o r  s h a l l  

be e n t i t l e d  to the full  c o n d e m n a t i o n  p r o c e e d s ,  e x c e p t  that p o r t i o n  t h e r eo f  a t­

t r i b u t a b l e  to the v a l u e  of the b u i l d i n g s  o r  i m p r o v e m e n t s  p l a c e d  o n  the P r e m i s e s  

b y  Less e e .

b. T a k i n g  of S u b s t a n t i a l  P a r t  of P r e m i s e s —  If the t a k i n g  b y  c o n d e m n a t i o n  

r e d u c e s  the g r o u n d  a r e a  of the l e a s e d  P r e m i s e s  by at l e a s t  t h i r t y  p e r c e n t  (302), or 

m a t e r i a l l y  a f f e c t s  the use b e i n g  m a d e  b y  the L e s s e e  of the d e m i s e d  p r e m i s e s ,  L e s s e e  

s h a l l  h a v e  the right, b y  w r i t t e n  n o t i c e  to L e s s o r  m a d e  not later than one h u n d r e d  

e i g h t y  (LI30) d a y s  a f t e r  p o s s e s s i o n  s h a l l  be taken, to e l e c t  to t e r m i n a t e  o r  to not 

t e r m i n a t e  this Lease u n d e r  the p r o v i s i o n s  set f o r t h here i n .  If the e l e c t i o n  to 

t e r m i n a t e  Ls m a d e  the p r o v i s i o n s  of (a) of this p a r a g r a p h  r e l a t i n g  to the ta k i ng

of the w h o l e  P r e m i s e s  s h a l l  gove r n.  If the e l e c t i o n  no t  to t e r m i n a t e  is m a d e  the

Lease s h a l l  c o n t i n u e  a n d  L e s s o r  s h a l l  be e n t i t l e d  to the full c o n d e m n a t i o n  p r o c e e d s

e x c e p t  the p o r t i o n  t h e r e o f a t t r i b u t a b l e  to the v a l u e  of the b u i l d i n g s  or s t r u c t u r a l

i m p r o v e m e n t s  p l a c e d  on the P r e m i s e s  b y  L e s s e e ;  a n d  r ent at the e x i s t i n g  rite  and

a m o u n t  s h a l l  be a d j u s t e d  as o f  the d a t e  o f  the taking o f  p o s s e s s i o n ,  a n d  the r e n t

for the b a l a n c e  o f  the term, e x c e p t  as m o d L f i c d  from time to time u n d e r  p a r a g r a p h

1 o f  a t t a c h m e n t  1 here o f , s h al l  be r e d u c e d  so that the n e w  rent s hall be that part

o f  the for m e r  r e n t  (before c o n d e m n a t i o n )  w h i c h  the u n i m p r o v e d  v a l u e  of the ui.taken

P r e m i s e s  ( a p p r a i s e d  a f t e r  the taking) b e a r s  to the u n i m p r o v e d  v a l u e  o f  the e n t i r e

P r e m i s e s  i m m e d i a t e l y  b e f o r e  the taking. A n y  d i s p u t e ,  c o n t r o v e r s y  or c l a i m  a r i s i n g

o u t  of o r  r e l a t i n g  to the f i x i n g  o f  the n e w  rent s h a l l  be s e t t l e d  by a r b i t r a t i o n  

a s  p r o v i d e d  herein.
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c. T a k i n g  o f  I n s u b s t a n t i a l  Part P r e m i s e s —  If the t a k i n g  is o f  s u c h  a n

i n s u b s t a n t i a l  p o r t i o n  o f  the g r o u n d  a r e a  that the use b e i n g  m a d e  b y  L e s s e e  of the 

l e a s e d  p r e m i s e s  is not m a t e r i a l l y  a f f e c t e d ,  the p r o v i s i o n s  o f  this p a r a g r a p h  re­

g a r d i n g  L e s s e e ' s  e l e c t i o n  not to t e r m i n a t e  s h a l l  govern.

14. Q u i e t  E n j o y m e n t —  P r o v i d e d  L e s s e e  is n o t  in d e f a u l t  h e r e u n d e r ,  L e s s o r  

c o v e n a n t s  t hat L e s s e e  s h a l l  h a v e  p e a c e f u l  and q u i e t  e n j o y m e n t  o f  th e  l e a s e d  P r e m i s e s  

w i t h o u t  let o r  h i n d r a n c e  o n  the p a r t  o f  L e s so r ,  a n d  L e s s o r  w i l l  w a r r a n t  a n d  d e f e n d  

L e s s e e  in t h e  p e a c e f u l  a n d  q u i e t  e n j o y m e n t  o f  the le a s e d  P r e m i s e s .

15. N o t i c e s —  A l l  n o t i c e s  r e q u i r e d  or p e r m i t t e d  u n d e r  this a g r e e m e n t  s h a l l  be 

m a d e  b y  c e r t i f i e d  or r e g i s t e r e d  m a i l ,  p o s t a g e  p r e p a i d ,  to the p a r t i e s  at the 

f o l l o w i n g  a d d r e s s e s .

To T h e  Lessor:

To T h e  Lessee:

16. R i g h t s  or kerned tcs—  F.xcept a s  m a y  be I n c o n s i s t e n t  w i t h  or c o n t r a r y  to any  

p r o v i s i o n  of this lease, no r i g h t  o r  r e m e d y  h e r e i n  c o n f e r r e d  u p o n  or r e s e r v e d  to 

L e s s o r  s h a l l  be e x c l u s i v e  of a n y  o t h e r  right o r  remedy, a n d  e a c h  a n d  e v e r y  r ight 

o r  r e m e d y  s h a l l  be c u m u l a t i v e  a n d  in' a d d i t i o n  to a n y  o t h e r  right o r  r e m e d y  g i v e n  

h e r e u n d e r ,  or n o w  or h e r e a f t e r  e x i s t i n g  at l a w  o r  in e q u i t y  or b y  statute.

17* W a i v e r  or F o r e b e a r a n c o —  T h e  r e c e i p t  o f  r e n t  b y  the L e s s o r ,  w i t h  or w i t h o u t  

k n o w l e d g e  of a n y  b r e a c h  o f  the l e a s e  b y  the Less e e ,  or o f  a n y  d e f a u l t  o n  the part 

of the L e s s e e  in the o b s e r v a n c e  or p e r f o r m a n c e  o f  a n y  o f  the c o n d i t i o n s  or c o v e n a n t s  

ot tills lease, 3 h a l l  not be d e e m e d  to be a w a i v e r  o f  a n y  p r o v i s i o n  o f  this lease.

No l a i l u r n  o n  the pa r t  o f  the L e s s o r  to e n f o r c e  a n y  c o v e n a n t  o r  p r o v i s i o n  h e r e i n
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c o n t a i n e d ,  no r  a n y  w a i v e r  o f  a n y  r i g h t  h e r e u n d e r  b y  the L e s s o r ,  u n l e s s  in w r i t i n g ,

s h a l l  d i s c h a r g e  or i n v a l i d a t e  s u c h  terra o r  c o v e n a n t ;  n o r  s h a l l  an y  f o r e b e a r a n c e  or 

w r i t t e n  w a i v e r  a f f e c t  the r i g h t  o f  the L e s s o r  to e n f o r c e  a n y  terra or c o v e n a n t  in 

the e v e n t  of an y  s u b s e q u e n t  b r e a c h  o r  d e f a u l t .  T h e  r e c e i p t  b y  L e s s o r  o f  r e n t  or 

a n y  o t h e r  sura of m o ne y  o r  the t e r m i n a t i o n ,  in a n y  m a n n e r ,  o f  the lease term or the 

g i v i n g  b y  L e s s o r  of a n y  n o t i c e  h e r e u n d e r  to e f f e c t  s u c h  t e r m i n a t i o n ,  s h al l  not 

r e i n s t a t e ,  c o n t i n u e ,  or e x t e n d  a n y  t e r m  h e r e i n  l e a s ed ,  o r  d e s t r o y ,  or in a n y  m a n n e r  

i m p a i r  the v a l i d i t y  o f  an y s u c h  n o t i c e  o f  t e r m i n a t i o n  as m a y  h a v e  b e e n  g i v e n  h e r e­

u n d e r  by  the L e s s o r  to the L e s s e e  p r i o r  to the r e c e i p t  o f  a n y  s u c h  s u m  o f  m o n e y  or 

o t h e r  c o n s i d e r a t i o n ,  u n l e s s  the c o n t r a r y  e f f e c t  s h a l l  b e  e x p r e s s e d  in w r i t i n g  an d 

s i g n e d  b y  the Lessor.

18. I n s p e c t i o n —  L e s s o r  sh a l l , at a l l  r e a s o n a b l e  t i m e s  h a v e  a c c e s s  to the P r e m i s e s  

for the p u r p o s e  of inspec t i o n .

19. S u c c e s s o r s  in I n t e r e s t —  T h i s  L e a s e  s h a l l  be b i n d i n g  u p o n  and i n u r e  to the 

b e n e f i t  o f  the r e s p e c t i v e  he i rs ,  s u c c e s s o r s  in i n t e r e s t  a n d  a s s i g n s  o f  the p a r t i e s 

hereto.

2G. A s s i g n m e n t  o r  S u b l e t t i n g —  L e s s e e  s h a l l  no t  s u b l e t  or a s s i g n  the l e a s e d  

p r e m i s e s  or a n y  p art thereof, w i t h o u t  the p r i o r  w r i t t e n  c o n s e n t  of L e s s o r  to such 

s u b l e t t i n g  or a s s i g n m e n t ,  w h i c h  c o n s e n t  s h al l  n o t  be u n r e a s o n a b l y  w i t h h e l d ,  s u b j e c t  

to use p r o v i s i o n s  of this lease. H o w e v e r ,  L e s s e e ,  w i t h o u t  p r i o r  a u t h o r i z a t i o n  

m a y  a s s i g n  thi s  Lease, or  a n y  p a r t  t h e r e o f ,  to a d u l y  l i c e n s e d  a n d  a u t h o r i z e d  lend i n g  

i n s t i t u t i o n  for loan s e c u r i t y  p u r p o s e s ,  p r o v i d e d  that t his r i g h t  to a s s i g n  shall 

n ot o p e r a t e  as a s u b o r d i n a t i o n  o f  L e s s o r ' s  r i g h t s  h e r e u n d e r ,  n o r  a s u b o r d i n a t i o n  

o f  its fee. Le s so r  a g r e e s  that u p o n  r e c e i p t  of  a p p l i c a t i o n  for a s s i g n m e n t  by Lessee, 

it w i l l  c o n s e n t  to or d e n y  a p r o p o s e d  s u b l e t t i n g  o r  a s s i g n m e n t  b y  Lessee. Ho a s s i g n m e n t  

o r  s u b l e t t i n g  o f  the P r o m i s e s  or a n y  p o r t i o n  t h e r e o f  b y  L e s s e e  s ha l l  voi d L e s s e e ' s

AGO 935862

C- 12



.* o b l i g a t i o n  to p a y  the ren t  h e r e i n  r e s e r v e d  for the ful l  t e r m  of this s u b l e a s e  or
k *

, •
an y  e x t e n s i o n s  thereof. A n y t h i n g  c o n t r a r y  in the f o r e g o i n g  n o t w i t h s t a n d i n g ,  L e s s e e  

s h a l l  h a v e  the r i g h t  to s u b l e a s e  al l o r  a n y  p o r t i o n  o f  the e n c l o s e d  s p a c e  in a n y  

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

a p p r o v a l  o f  L e s s o r .

21. 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 —  L e s s o r  m a k e s  no w a r r a n t y  and 

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

l e a s e d  p r e m i s e s .

22. M i n e r a l  R e s e r v a t i o n —  T h e  L e s s o r  h e r e b y  e x p r e s s l y  saves, e x c e p t s

an d  r e s e r v e s  ou t  o f  the g r a n t  h e r e b y  m a d e ,  u n t o  itself, i t s  le s s e e s ,  s u c c e s s o r s ,  

a n d  a s s i g n s  f o r ever, a l l  oils, g a s e s ,  c oal, o r e s ,  m i n e r a l s ,  f i s s i o n a b l e  m a t e r i a l s ,  

a n d  f o s s i l s  of e v e r y  name, k i n d  o r  d e s c r i p t i o n ,  a n d  w h i c h  m a y  be in or up o n  

said l a n d s  a b o v e - d e s c r i b e d ,  or a n y  p a r t  t he r e o f ,  a n d  the r i g h t  to e x p l o r e  

the s a m e  for s u c h  oils, gases, coal, o r es ,  m i n e r a l s ,  f i s s i o n a b l e  m a t e r i a l s  and 

fossils. All coal, oil, g a s  and o t h e r  m i n e r a l s  and a l l  d e p o s i t s  o f  s t o n e  or 

g r a v e l  v a l u a b l e  for e x t r a c t i o n  o r  u t i l i z a t i o n ,  a r e  e x c e p t e d  from the o p e r a t i o n  

o f  a s u r f a c e  lease. S p e c i f i c a l l y ,  the l e s s e e  o f  the s u r f a c e  r i g h t s  s h a l l  not 

s e l l  o r  r e m o v e  for use e l s e w h e r e  a n y  timber, stone, g r a v e l ,  to p soil, or any o t h e r  

m a t e r i a l  v a l u a b l e  for b u i l d i n g  or c o m m e r c i a l  p u r p o s e s ;  p r o v i d e d ,  h o w e v e r ,  that 

m a t e r i a l  r e q uired for the d e v e l o p m e n t  o f  the l e a s e h o l d  m a y  be used. It als o 

h e r e b y  e x p r e s s l y  3 a v e s  and r e s e r v e s  o ut  of the g r a n t  h e r e b y  m a d e ,  u n t o  itself, 

i ts lessee, s u c c e s s o r s ,  and a s s i g n s  f o r ev e r ,  the right to e n t e r  by itself, its 

o r  t heir a g en t s ,  a t t o r n e y s ,  and  s e r v a n t s  u p o n  sai d  lands, o r  a n y  p art or p a r t s  

t h e r e o f ,  at an y a n d  all times, for the p u r p o s e  o f  o p e n i n g ,  d e v e l o p i n g ,  d r i l l i n g  

an d  w o r k i n g  m i n e s  or w e L l s  o n  these o r  o t h e r  l a n d s  a n d  t a k i n g  ou t  and r e m o v i n g  

t h e r e f r o m  al l  s u c h  o i l s ,  g as e s ,  c oal, o r e 3 ,  m i n e r a l s ,  f i s s i o n a b l e  m a t e r i a l s  a n d  

f o s s i l s ;  an d  to that end it f u r t h e r  e x p r e s s l y  r e s e r v e s  o u t  o f  the g r a n t  h e r e b y  

m a d e ,  u n t o  itself, its l e s sees, s u c c e s s o r s ,  a n d  a s s i g n s  fo r e v e r ,  the r i g h t  b y
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■its or t h e i r  a g e n t s ,  s e r v a n t s  a n d  a t t o r n e y s  a t  a n y  a n d  a l l  times to e r e c t ,  c o n s t r u c t ,

m a i n t a i n ,  an d  u s e  all s u c h  b u i l d i n g s ,  m a c h i n e r y ,  roads, p i p e l i n e s ,  p o w e r l i n e s ,  

a n d  r a i l r o a d s ,  s i n k  s u c h  s h a f t s ,  d r i l l  s u c h  x^ells, r e m o v e  s u c h  soil, a n d  to r e m a i n  

on said l a n d s  o r  a n y  part t h e r e o f  for the f o r e g o i n g  p u r p o s e s  a n d  to o c c u p y  as 

m u c h  of s a i d  lands as m a y  be n e c e s s a r y  or c o n v e n i e n t  for s u c h  p u r p o s e s ,  h e r e b y  

e x p r e s s l y  r e s e r v i n g  co i t s e l f ,  its l e s s e e s ,  s u c c e s s o r s ,  a n d  a s s i g n s ,  a s  a f o r e s a i d ,  

g e n e r a l l y  a l l  r i g h t s  and p o w e r  in, to a n d  o v e r  said land, w h e t h e r  h e r e i n  e x p r e s s e d  

o r  not, r e a s o n a b l y  n e c e s s a r y  o r  c o n v e n i e n t  to r e n d e r  b e n e f i c i a l  a n d  e f f i c i e n t  

th e  c o m p l e t e  e n j o y m e n t  o f  the p r o p e r t y  a n d  r i g h t s  h e r e b y  e x p r e s s l y  r e s e r v e d .

P r o v i d e d ,  h o w e v e r ,  n o  r i g h t s  s h a l l  be e x e r c i s e d  b y  the L e s s o r  or its m i n e r a l  

l e s s e e s ,  u n t i l  p r o v i s i o n  has b e e n  m a d e  b y  the L e s s o r  or its m i n e r a l  l e s s e e s  to p a y  

to the L e s s e e  of the land, u p o n  w h i c h  the r i g h t s  h e r e i n  r e s e r v e d  to the L e s s o r  or 

its m i n e r a l  l e s s e es ,  are s o u g h t  to be e x e r c i s e d ,  full p a y m e n t  for a l l  d a m a g e s  s u s t a i n e d  

b y  said L e s s e e ,  by r e a s o n  of  e n t e r i n g  u p o n  said land; a n d  p r o v i d e d  that if s aid 

L e s s e e  for a n y  cause w h a t e v e r  r e f u s e s  o r  n e g l e c t s  to s e t t l e  sai d  d a m a g e s ,  the L e s s o r  

or its m i n e r a l  l e s s e es ,  or a ny  a p p l i c a n t  for a m i n e r a l  l e a s e  or c o n t r a c t  f r o m  the 

L e s s o r  o r  its l e s s e e s  for the p u r p o s e  o f  p r o s p e c t i n g  for v a l u a b l e  m i n e r a l s ,  o r  o p t i o n  

c o n t r a c t  or  l e a se  for m i n i n g  c o a l  or l e a s e  for e x t r a c t i n g  p e t r o l e u m  or n a t u r a l  gas, 

s h a l l  h a v e  the ri g h t,  a f t e r  p o s t i n g  a s u r e t y  bond  w i t h  the D i r e c t o r  i s s u e d  b y  a 

c o r p o r a t i o n  q u a l i f i e d  to do b u s i n e s s  in A l a s k a  and L i c e n s e d  to s el l  i n s u r a n c e  in 

A l a s k a ,  o r  a b o n d  e x e c u t e d  by o n e  o r  m o r e  i n d i v i d u a l  s u r e t i e s  a p p r o v e d  b y  the D i r e c t o r ,  

a f t e r  du e  n o t i c e  an d  o p p o r t u n i t y  to be h e a r d ,  to be s u f f i c i e n t  in a m o u n t  and s e c u r i t y  

to s e c u r e  the s ai d  L e s s e e  full p a y m e n t  for a l l  s u c h  d a m a g e s ,  to e n t e r  u p o n  the land 

in the e x e r c i s e  of sai d  r e s e r v e d  r i g ht s ,  and s h a l l  h a v e  the r i g h t  to i n s t i t u t e  s u c h  

legal p r o c e e d i n g s  in a c o u r t  o f  c o m p e t e n t  j u r i s d i c t i o n  w h e r e i n  the land is s i t u a t e d ,  

as  m a y  be n e c e s s a r y  to d e t e r m i n e  the d a m a g e s  w h i c h  the s u r f a c e  l e ss e e  o f  s u c h  l ands 

m a y  suff e r .
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23. M o r t g a g e  of 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  l e a s e h o l d  m o r t g a g e e ,

a b e n e f i c i a r y  of a dee d  of trust, o r  a s e c u r i t y  a s s i g n e e  s h a l l  h a v e  a n d  be 

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

d e f a u l t  h e r e u n d e r  by Lessee. If the h o l d e r  o f  a n y  s u c h  m o r t g a g e ,  the b e n e f i c i a r y  

o f  a n y  s u c h  d e e d  of  trust, o r  the s e c u r i t y  a s s i g n e e  s h a l l  g ive L e s s o r ,  b e f o r e  

a n y  d e f a u l t  s h a l l  h a v e  o c c u r r e d  in the Le a s e ,  a w r i t t e n  n o t i c e  c o n t a i n i n g  the 

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

s u c h  h o l d e r  a c o p y  of e a c h  n o t i c e  o f  d e f a u l t  b y  L e s s e e  at the s am e  time as 

a n y  n o t i c e  o f  d e f a u l t  s h a l l  b e  g i v e n  b y  L e s s o r  to L e s s e e ;  and L e s s o r  w i l l  noc 

t h e r e a f t e r  e n t e r  into a n y  m o d i f i c a t i o n  o f  this L e a s e  w i t h o u t  the p r i o r  w r i t t e n  

c o n s e n t  o f  s u c h  m o r t g a g e e ,  b e n e f i c i a r y  o r  s e c u r i t y  a s s i g n e e.  If b y  r e a s o n  

of  a n y  d e f a u l t  o f  Less e e ,  e i t h e r  this L e a s e  o r  a n y  r e n e w a l  t h e r e o f  s h a l l  be 

t e r m i n a t e d  a t  the e l e c t i o n  o f  L e s s e r  p r i o r  to the s t a t e d  e x p i r a t i o n  thereof, 

L e s s o r  s h a l l  e n t e r  into a n e w  L e a s e  w i t h  the l e a s e h o l d  m o r t g a g e e ,  the b e n e f i c i a r y  

o f  a d e e d  of trust, or the s e c u r i t y  a s s i g n e e ,  for the u n e x p i r e d  p o r t i o n  of 

the lease term, e f f e c t i v e  as o f  the d a t e  o f  sucli t e r m i n a t i o n ,  a t  the ren t  and 

o n  the t e r m s  h e r e i n  c o n t a i n e d ,  s u b j e c t  to the f o l l o w i n g  c o n d i t i o n s .

M o r t g a g e e s ,  b e n e f i c i a r y  o r  s e c u r i t y  a s s i g n e e  s h a l l  do the f o l l o w i n g :

a. m a k e  w r i t t e n  r e q u e s t  to L e s s o r  for a  net/ l e a s e  w i t h i n  f o r t y  (40) d a y s  

a f t e r  the d a t e  o f  s u c h  t e r m i n a t i o n ;  a n d  s u c h  w r i t t e n  r e q u e s t  s h a l l  

be a c c o m p a n i e d  by p a y m e n t  to L e s s o r  of  al l  su m s  t h e n  due  L e s s o r  

u n d e r  this lease as if t e r m i n a t i o n  had no t  o c c u r r e d  b u t  w i t h  such 

c o s t s  a s  a r e  p e r m i t t e d  u n d e r  t his Lease.

h. p a y  to Lessor, at the time of  the e x e c u t i o n  an d  d e l i v e r y  of 3u c h  

n e w  Lea s e ,  a n y  a n d  a l l  s u m s  d u e  t h e r e u n d e r ,  in a d d i t i o n  to those 

w h i c h  w o u l d  at the time o f  the e x e c u t i o n  an d  d e l i v e r y  t h e r e o f  be
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d u e  u n d e r  this L e a s e  bu t  for s u c h  t e r m i n a t i o n ,  and in a d d i t i o n

t h e reto, any r e a s o n a b l e  e x p e n s e s ,  i n c l u d i n g  l e g a l  and at t o r n e ys ' -  

fees to w h i c h  L e s s o r  s h a l l  h a v e  b e e n  s u b j e c t e d  b y  r e a s o n  af su c h  

d e f a u l t .

c. o n  or b e f o r e  the e x e c u t i o n  and d e l i v e r y  o f  s u c h  n e w  Lease, p e r f o r m  

a l l  o t h e r  c o n d i t i o n s  r e q u i r e d  to b e  p e r f o r m e d  b y  L e s s e e ,  to tb x t e n t  

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

24. A r b i t r a t i o n —  A n y  d i s p u t e  b e t w e e n  the p a r t i e s  a r i s i n g  u n d e r  this 

l e a s e  o r  t h r o u g h  the p e r f o r m a n c e  o r  n o n - p e r f o r m a n c e  o f  a n y  t e r m  o f  t his l e a s e  

s h a l l  b e  first s u b j e c t  to r e s o l u t i o n  b y  a r b i t r a t i o n ,  u n d e r  the a u t h o r i t y  a n d  

p r o c e d u r e s  c o n t a i n e d  in A l a s k a  S t a t u t e s  09. 4 3.  A p p o i n t m e n t  of a n  a r b i t r a t o r  

s h a l l  be m a d e  by a g r e e m e n t  b e t w e e n  the p a r t i e s .  If no a g r e e m e n t  c a n  be reach ed ,  

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

a p p o i n t  a third a r b i t r a t o r .  If a n y  S t a t e  B o a r d  o f  L a n d  A p p e a l s  is l a t e r  c r e a t e d  

w h i c h  s h a l l  h a v e  j u r i s d i c t i o n  o v e r  d i s p u t e s  w h i c h  m a y  a r i s e  u n d e r  this lease, 

s u c h  B oard s h a l l  a s s u m e  j u r i s d i c t i o n  and no r e q u i r e m e n t  for a r b i t r a t i o n  shall 

t h e r e a f t e r  be i m p o s e d  d u r i n g  the p e n d e n c y  o f  s u c h  j u r i s d i c t i o n .

25. I n t e g r a t i o n  and M o d i f i c a t i o n —  T h i s  d o c u m e n t  i n c l u d i n g  a t t a c h m e n t s  w h i c h  

by r e f e r e n c e  a r e  m a d e  a p a r t  h e r e o f ,  c o n t a i n s  the e n t i r e  a g r e e m e n t  of the p a r t i e s  

h e r e t o .  A l l  n e g o t i a t i o n s ,  s t a t e m e n t s ,  r e p r e s e n t a t i o n s ,  w a r r a n t i e s ,  and a s s u r a n c e s ,  

w h e t h e r  o r a l  or w r i t t e n ,  w h i c h  a r e  in a n y  w a y  r e l a t e d  to the s u b j e c t  m a t t e r  of 

this lea s e ,  and the p e r f o r m a n c e  b y  e i t h e r  p a r t y  h e r e t o ,  ar e m e r g e d  an d  i n t e g r a t e d  

int o  the t e r m s  o f  this do c u m e n t .

Lhis L e a s e  m a y  not be m o d i f i e d  nor a m e n d e d  e x c e p t  b y  a w r i t i n g  s i g n e d  b y  

b o t h  p a r t i e s  h e r e t o ,  a n d  a n y  p u r p o r t e d  a m e n d m e n t  o r  m o d i f i c a t i o n  i 3 w i t h o u t

AGO 935866


