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and, u p o n  the T e r m i n a t i o n  Date, shall b e c o m e  t he sol e  and 
e x c l u s i v e  p r o p e r t y  of State, free of a ny a n d  all c l a i m s  of Lecs e e  
or a n y  p e r s o n  o r  e n t i t y  c l a i m i n g  by or  t h r o u g h  t h e  Lessee. In 
tha e v e n t  L e s s e e  or s u b l e s s e e s  do r.ot remo v e  t h e i r  p e r s o n a l  
p r o p e r t y  an d  t r a d e  fixtures w h ich t h e y  a r e  p e r m i t t e d  by  this
S e c t i o n  6.2 to r e m o v e  from the P r o ject w i t h i n  f o r t y - f i v e  (45)
day s  f o l l o w i n g  the T e r m i n a t i o n  Date, S t a t e  m ay t r e a t  s aid
p e r s o n a l  p r o p e r t y  a n d  trade fixtures as a b a n d o n e d  a n d  (i) r e tain 
the p e r s o n a l  p r o p e r t y  and t r e a t  the t r ade f i x t u r e s  as p a r t  of the 
Property, or (ii) have the personal p r o p e r t y  and t r a d e  f i x tures 
r e m o v e d  an d  s t o r e d  at L e s s e e ' s  expense. L e s s e e  s h all p r o m p t l y  
r e i m b u r s e  S t a t e  for a ny d a m a g e  caused to the P r o p e r t y  by the 
r e m o v a l  of p e r s o n a l  p r o p e r t y  and trade f i x t u r e s  w h e t h e r  r e m oval 
is by L e s s e e  o r  State.

6.3 M e c h a n i c s  a nd Labor Liens.

(a) Lessee agrees t h a t  it wil l  n ot p e r m i t  a n y  
c l a i m  o f  lien m a d e  by a n y  mechanic, m a t e r i a l m a n ,  laborer, or 
o t h e r  s i m i l a r  l i e n s  to stand a g a i n s t  th e  P r o p e r t y  for work, or  
m a t e r i a l s  f u r n i s h e d  to Less e e  or its s’'-'essees in c o n n e c t i o n  
w i t h  a n y  c o n s t r u c t i o n ,  i m p r o v e m e n t s  o' % /\tenance or r e p a i r
t h e r e o f  m a d e  by L e s s e e  o r  its agen s u b l e s s e e s  u p o n  t he
Pr o p erty. Less e e  s h all c a u s e  any such c l a m ,  of l ien to be f u lly 
d i s c h a r g e d  w i t h i n  t h i r t y  (30) days a f t e r  t he d a t e  of filing 
t h e reof; p r o v ided, however, t hat in t he e v e n t  Lessee, in g o o d  
faith, d i s p u t e s  t h e  v a l i d i t y  or a m o u n t  of a ny s u c h  c l a i m  of 
lien, a n d  if L e s s e e  shall g i v e  to S t a t e  s u c h  s e c u r i t y  as S t a t e  
may r e a s o n a b l y  r e q u i r e  to i n sure p a y ment t h e r e o f  ana p r e v e n t  any 
sale, f o r e c l o s u r e ,  or  f o r f e i t u r e  of the P r o p e r t y  or  a ny p o r t i o n  
t h e r e o f  b y  r e a s o n  of such n o n p a yment, L e s s e e  shall n ot be  d e e m e d  
to be  in b r e a c h  of this S e c t i o n  6.3 so  long as L e ssee is 
d i l i g e n t l y  p u r s u i n g  a r e s o l u t i o n  of s u c h  d i s p u t e  w i t h  c o n t i n u i t y  
and, u p o n  e n t r y  o f  final j u d gment r e s o l v i n g  the d i s pute, if 
l i t i g a t i o n  or  a r b i t r a t i o n  r e s u l t s  t h e r e f r o m ,  d i s c h a r g e s  s a i d  lie n  
w i t h i n  t he t ime l i m i t s  s p e c i f i e d  above.

(b) Lessee shall p r o v i d e  s e c u r i t y  for 
the c o m p l e t i o n  of t h e  Project, and all c h a n g e s  o r  a l t e r a t i o n s  
thereto, and for t h e  p a yment in full of c l a i m s  of all p e r s o n s  for 
w o r k  p e r f o r m e d  in or  m a t e r i a l s  f u r n i s h e d  for c o n s t r u c t i o n  by  
e i t h e r  of t h e  f o l l o w i n g  methods:

(i) Posting a s u r e t y  b o n d  i s s u e d  b y  a 
c o r p o r a t e  s u r e t y  a c c e p t a b l e  to State in an  a m o u n t  e q ual to t he 
cost of e a c h  i m p r o vement, s a i d  bond to b e  d e p o s i t e d  w i t h  S t a t e  
and to r e m a i n  in e f fect u n t i l  the P r o j e c t  s h a l l  h a v e  b e a n  
c o n s t r u c t e d  and i n s u r e d  as p r o v i d e d  in t h i s  Lease, a n d  t he e n t i r e  
c ost of t he Project, or any alt e r a t i o n s  t h e r e t o ,  s h a l l  h a v e  b e e n  
paid in full, free from all liens and c l a i m s  of c o n t r a c t o r s ,  
s u b c o n t r a c t o r s ,  me c h a n i c s ,  l a b o r e r s  and m a t e r i a l m e n .  S a i d  b o n d  
shall b e  c o n d i t i o n e d  upon the faithful p e r f o r m a n c e  of the 
p r o v i s i o n s  of t h i s  L e ase by Lessee, and s h a l l  g i v e  al l  c l a i m a n t s  
the r i g h t  t o  a c t i o n  to r e c o v e r  upo n  such bond.

(ii) A n y  o t her m e t h o d  first a p p r o v e d  in
w r i t i n g  b y  State.

6.4 D e v e l o p m e n t  Rights. L e s s e e  s h all n o t  u n d e r t a k e  
d e v e l o p m e n t  of t h e  P r o perty o t h e r  than to  c o n s t r u c t  t he P r o j e c t  
and t h e  c h a n g e s  a n d  a l t e r a t i o n s  t h e r e t o  a p p r o v e d  b y  S t a t e  in 
a c c o r d a n c e  w i t h  S e c t i o n  6.1 above. Lessee shall n o t  r e p r e s e n t  to  
any p e r s o n ,  g o v e r n m e n t a l  b o d y  or  other e n t i t y  that L e s s e e  is t he 
fee o w n e r  of  the Property, L e s s e e  shall n o t  s u b j e c t  t h e  Property, 
or  a ny p o r t i o n  thereof, to tne p r o v i s i o n s  of the H o r i z o n t a l  
P r o p e r t y  R e g i m e s  Act, nor shall Lessee e x e c u t e  a n y  petition, 
a p p l i c a t i o n ,  permit, pla t  or o t h e r  d o c u m e n t  on  b e h a l f  of State, 
w i t h o u t  S t a t e ' s  e x p r e s s  p r i o r  w r i tten c o n sent, w h i c h  m a y  be



w i th h e ld  f o r  any re a son  wha t s o ev e r .  Lessee  s h a l l  n o t i f y  S t a t e  In 
w r i t i n g  o f  any p roposed  o r  pending g o v e r nm en t a l  a c t i o n  o f  which 
Lessee becomes aware which a f f e c t s  t h e  P r o p e r t y ,  i t s  zo - ' ing  o r  
the r i g h t  t o  d e v e l o p  the P r o p e r t y  f o r  any f u t u r e  u s e .

6 . 5  Hold Ha rm le s s .  Lessee  s h a l l  i n d e m n i f y ,  p r o t e c t
and h o l d  h a rm le s s  S t a t e  and the P r o p e r t y  f r om and a g a i n s t  a i r  
c l a im s  and l i a b i l i t i e s  a r i s i n g  by v i r t u e  o f  o r  r e l a t i n g  t o  
c o n s t r u c t i o n  o f  th a  P r o j e c t  o r  r e p a i r s  made a t  any t im e  t o  the 
P r o j e c t  ( i n c l u d i n g  r e p a i r s ,  r e s t o r a t i o n  and r e b u i l d i n g ) .  Lessee 
s h a l l  r e g u l a r l y  and t im e l y  pay any and a l l  amounts p r o p e r l y
p ayab le  t o  t h i r d  p a r t i e s  w i th  r e s p e c t  t o  such wo rk  and w i l l  
m a in t a in  i t s  books and r e c o r d s  in  the  S t a t e  o f  Wash ing t on ,  w i th  
r e s p e c t  t o  a l l  a s p e c t s  o f  such work and m a t e r i a l s  t h e r e f o r e ,  and 
w i l l  make them a v a i l a b l e  f o r  i n s p e c t i o n  by S t a t e  o r  i t s
r e p r e s e n t a t i v e s  as r e q u e s t e d .

6 . 6  P e rm i t s ,  Compl iance w i t h  Codes .  A l l  b u i l d i n g
p e rm i t s  and o t h e r  p e rm i t s ,  l i c e n s e s ,  p e rm i s s i o n s ,  c o n s e n t s  and 
a p p r o v a l s  r e q u i r e d  t o  be o b t a i n e d  f r om g o v e r nm en t a l  a g e n c i e s  o r  
t h i r d  p a r t i e s  in c o nne c t i o n  w i th  c o n s t r u c t i o n  o f  t h e  P r o j e c t  and 
any subsequent improvements ,  r e p a i r s ,  r e p l a c em en t s  o r  r e n ew a l s  t o  
the P r o p e r t y  o r  P r o j e c t  s h a l l  be a c q u i r e d  a s  r e q u i r e d  by 
a p p l i c a b l e  l aws ,  o r d i n a n c e s  o r  r e g u l a t i o n s  by and a t  t h e  s o l e
r e s t  and expense o f  L e s se e .  Lessee s h a l l  c au se  a l l  work on the
P r o p e r t y  du r i n g  t h e  Term t o  be pe r f o rmed  i n  a c c o r d a n c e  w i th  a l l  
a p p l i c a b l e  laws and a l l  d i r e c t i o n s  and r e g u l a t i o n s  o f  a l l  
gove rnmen ta l  a g en c i e s  and the  r e p r e s e n t a t i v e s  o f  such  ag enc ie s  
hav ing j u r i s d i c t i o n .

6 . 7  Ownership o f  Improvements .  D u r i n g  t h e  Term o f  
t h i s  Lease ,  th e  P r o j e c t  and a l l  o t h e r  imp rovemen ts  c o n s t r u c t e d  
by Lessee ,  i n c l u d i n g  w i t h o u t  l i m i t a t i o n  a l l  a d d i t i o n s ,  
a l t e r a t i o n s  and improvements t h e r e t o  o r  r e p l a c em e n t s  t h e r e o f  and 
a l l  ap pu r t e n an t  f i x t u r e s ,  machine ry  and equ ipmen t  i n s t a l l e d  
t h e r e i n ,  s h a l l  be the  p r o p e r t y  o f  L e s s e e .  At t h e  e x p i r a t i o n  o r  
e a r l i e r  t e rm i n a t i o n  o ’  t h i s  Lease ,  t h e  P r o j e c t  and a l l  
improvements and a l l  a d d i t i o n s ,  a l t e r a t i o n s  and improvements 
t h e r e t o  o r  r e p l a c emen t s  t h e r e o f  and a l l  a p p u r t e n a n t  f i x t u r e s ,  
machinery and equipment i n s t a l l e d  t h e r e i n  s h a l l  become th e
p r o p e r t y  o f  S t a t e .  Th roughou t th e  o f  t h i s  L e a s e ,  any l i e n s ,
encumbrances o r  c l a im s  o f  t h i r d  p a r t i e s  w i t h  r e s p e c t  t o  any o f  
the  f o r e g o i n g ,  i n c l u d i n g  any p a r t  o f  t h e  P r o j e c t ' s  m echan ic a l  o r  
e l e c t r i c a l  systems o r  t h e  P r o j e c t ' s  e l e v a t o r s ,  s h a l l  Le e x p r e s s l y
s u b o r d i n a t e  and s u b j e c t  t o  th e  r i g h t s  o f  S t a t e  unde r  t h i s
s e n t e n c e .

6 . 8  C o n t r o l  a. .d I n d e m n i f i c a t i o n .  D u r i n g  th e  1 a 
o f  t h i s  L e a s e ,  L e s s e e  s h a l l  have e x c l u s i v e  c o n t r o l  and 
p o s s e s s i o n  o f  t h e  P r o p e r t y ,  and S t a t e  s h a l l  have  no l i a b i l i t i e s ,  
o b l i g a t i o n s  o r  r e s p o n s i b i l i t i e s  wha t s o e v e r  w i t h  r e s p e c t  t h e r e t o  
o r  w i th  r e s p e c t  t o  any p l a n s  o r  s p e c i f i c a t i o n s  s u bm i t t e d  t o
S t a t e  pu r su an t  t o  t h i s  Lease .  S t a t e ' s  r e v i ew  o f  any p l a n s  o r  
s p e c i f i c a t i o n s  i s  s o l e l y  f o r  i t s  own p u r p o s e s ,  and S t a t e  does no t  
make any w a r r a n t y  c once rn ing  the  a p p r o p r i a t e n e s s  o f  any such 
p l a n s  o r  s p e c i f i c a t i o n s  f o r  any o t h e r  p u r p o s e .  S t a t e ' s  a p p r o v a l  
o f  ( o r  f a i l u r e  t o  d i s a p p r o v e )  any such p l a n s  and s p e c i f i c a t i o n s  
s h a l l  n o t  r e n d e r  S t a t e  l i a b l e  t h e r e f o r e ,  and L e s s e e  he reby  
covenan ts  and a g r e e s  t o  i n dem n i f y ,  de fend  and h o l d  S t a t e  h a rm le s s  
f rom and a g a i n s t  any and a l l  c l a im s  a r i s i n g  o u t  o f  o r  f r om the  
use o f  such p l a n s  and s p e c i f i c a t i o n s .

7 .  LEASEHOLD MORTGAGES
7 . 1  Le a seho ld  Mortgage A u t h o r i z e d .  S t a t e  c onsen t s  

t o  Lessee r e c e i v i n g  a Pu rchase  Money L e a s e h o l d  Mortgage upon a 
s a l e  and as s ignmen t o f  t h e  l e a s e h o l d  e s t a t e  c r e a t e d  by t h i s

10.



L« a s « , s u b j e c t  t o  compl iance by Lessee  w i t h  t h i s  S e c t i o n  7 ,  i f  
L e s s e e  has o b t a i n e d  tha p r i o r  w r i t t e n  c o n s e n t  by S t a t e  t o  th a  
s a l e  and a s s ignmen t  o f  tha l e a s e h o l d  e a t a t a  p u r s u a n t  t o  tha  
p r o v i s i o n s  o f  S e c t i o n  13 ba low.  S t a t e  c o n s e n t s  t o  Lessee 
m o r tg ag ing  o r  o t h e rw is e  encumber ing Le s s e e ' s  l e a s e h o l d  e s t a t e  t o  
on I n s t i t u t i o n a l  I n v e s t o r  ( a s  h e r e i n a f t e r  d f i n e d )  u n d e r  one o r  
more L e a s e h o l d  Mortgages ,  s u b j e c t  t o  c om p l i a n c e  by Le s see  w i th  
t h i s  S e c t i o n  ? .  Th is  Lease may ba a s s i g n e d  as  s e c u r i t y  f o r  such 
Pu rch a se  Money Leaseho ld  Mo r tgage ( s )  o r  I n s t i t u t i o n a l  I n v e s t o r  
M o r t g a g e ( s ) .  Except as p p e c i f i c a l l y  a u t h o r i z e d  i n  t h i s  S e c t i o n  7 
w i t h  r e s p e c t  t o  Purchase Money L e a s e h o l d  M o r t g a g e ( s )  and 
I n s t i t u t i o n a l  I n v e s t o r  M o r t g ag e ( s ) ,  L e ssee  s h a l l  n o t  have  th e  
r i g h t  t o  a s s i g n ,  hypo theca te ,  mortgage o r  o t h e r w i s e  p l e d g e  th e  
l e a s e h o l d  e s t a t e  c r e a t ed  he reby w i t h o u t  S t a t e ' s  e x p r e s s  p r i o r  
w r i t t e n  c o n s e n t ,  as p rov ided  in  S e c t i o n  13 b e l ow .

7 . 2  No t ice  t o  S t a t e .
(a )  ( i )  I f  upon s a l e  and a s s i g nm en t  o f  th e

l e a s e h o l d  e s t a t e ,  Lessee s h a l l ,  on one o r  more o c c a s i o n s ,  t a k e  
back  a P u rch a s e  Money Leaseho ld  Mor tgage f o r  a t e rm  n o t  beyond 
t h e  T e rm i n a t i o n  Date ,  Lessee s h a l l  p r o v i d e  S t a t e  n o t i c e  o f  such 
Pu rch a s e  Money Leaseho ld  Mortgage t o g e t h e r  w i t h  a t r u e  copy 
t h e r e o f .  Any Pu rchase  Money Leaseho ld  Mortgage s h a l l  c o n t a i n  a 
s t a t e m e n t  which d i s c l a im s  any i n t e r e s t  o r  l i e n  a g a i n s t  S t a t e ' s  
f e e  i n t e r e s t  i n  t h e  P r o p e r t y  and which p r o v i d e s  t h a t  S t a t e  s h a l l  
have  no l i a b i l i t y  whatsoever  in  c o n n e c t i o n  w i t h  s a i d  Mortgage o r  
t h e  i n s t r um e n t s  and o b l i g a t i o n s  se cu red  t h e r e b y .

( i i )  Upon r e c e i p t  o f  s u ch  n o t i c e ,  S t a t e  
s h a l l  p r om p t l y  acknowledge by an i n s t r um en t  i n  r e c o r d a b l e  fo rm 
t h a t  S t a t e  c o n s e n t s  t o  such Pu rchase Money L e a s e h o l d  Mortgage f o r  
s o  l o n g  as  L e s s e e  ho ld s  such i n s t r um en t ,  o r  s h a l l  p r o m p t l y  n o t i f y  
L e s s e e  t h a t  S t a t e  does no t  c o n sen t  t o  such Mo r tgage  as  n o t  
c o n f o rm in g  t o  t h e  requ i rements  o f  S e c t i o n  7 . 2 ( a )  ( i )  a b o v e ,  and 
s h a l l  s p e c i f y  t h e  s p e c i f i c  b a s i s  o f  such n o n c o n f o rm i t y .

(b )  ( i )  I f  L e s see  s h a l l  mor tgage
L e s s e e ' s  l e a s e h o l d  e s t a t e  t o  an I n s t i t u t i o n a l  I n v e s t o r  f o r  a 
t e rm  no t  beyond th e  Te rm ina t ion  Date ,  and i f  t h e  h o l d e r  o f  such 
l e a s e h o l d  Mortgage s h a l l  p r o v i d e  S t a t e  w i th  n o t i c e  o f  such 
L e a s e h o l d  Mortgage t o g e t h e r  w i th  a t r u e  copy o f  such  L e a s eh o ld  
Mortgage and t h e  name and add re ss  o f  t h e  M o r t g ag ee ,  S t a t e  and 
Le s se e  a g r e e  t h a t ,  f o l l ow i n g  r e c e i p t  o f  such n o t i c e  by S t a t e ,  th e  
p r o v i s i o n s  o f  t h i s  S e c t i on  7 s h a l l  a p p l y  in  r e s p e c t  t o  each such 
L e a s e h o l d  Mortgage he ld  by an I n s t i t u t i o n a l  I n v e s t o r .  I n  
a d d i t i o n  t o  t h e  f o r e g o i n g  r e qu i r em en t s ,  an I n s t i t u t i o n a l  I n v e s t o r  
L e a s e h o l d  Mor tgage s h a l l  c o n t a i n  a s t a t em en t  wh ich  d i s c l a im s  any 
i n t e r e s t  o r  l i e n  a g a i n s t  S t a t e ' s  f e e  i n t e r e s t  i n  t h e  P r o p e r t y  and 
which p r o v i d e s  t h a t  S t a t e  s h a l l  have no l i a b i l i t y  w h a t s o e v e r  i n  
c o n n e c t i o n  w i t h  s a i d  Mortgage o r  t h e  i n s t r u m e n t s  and o b l i g a t i o n s  
s e c u r e d  t h e r e b y .

( i i )  I n  the  e v en t  o f  any a s s ig nmen t  o f  
a L e a s e h o l d  Mortgage o r  i n  th e  even t  o f  a change o f  a d d r e s s  o f  a 
L e a s e h o l d  Mortgagee o r  o f  an a s s ig nee  o f  such L e a s e h o l d  Mor tgage ,  
n o t i c e  o f  t h e  new name and add re ss  s h a l l  be p r o v i d e d  t o  S t a t e ;  
p r o v i d e d ,  howeve r ,  any such a s s ig nee  s h a l l  be an I n s t i t u t i o n a l  
I n v e s t o r  as  d e f i n e d  h e r e i n .

( c )  P rompt ly  upon r e c e i p t  o f  a communica t i on  
p u r p o r t i n g  t o  c o n s t i t u t e  the n o t i c e  p r o v i d e d  f o r  by  S e c t i o n  7 . 2
( b ) ( i )  above ,  S t a t e  s h a l l  acknowledge by an i n s t r um e n t  in  
r e c o r d a b l e  f o rm  r e c e i p t  o f  such communica t ion as  c o n s t i t u t i n g  the  
n o t i c e  p r o v i d e d  by S e c t i o n  7 . 2 ( b ) ( i )  above  o r ,  i n  t h e  
a l t e r n a t i v e ,  n o t i f y  Lessee and the L e a s e h o l d  Mo r tgagee  o f  t h e  
r e j e c t i o n  o f  such communication as  n o t  c o n f o rm in g  w i t h  th e  
p r o v i s i o n s  o f  S e c t i o n  7 . 2 ( b ) ( i )  above ,  and s p e c i f y  t h e  s p e c i f i c  
b a s i s  o f  such n o n c o n f o rm i t y .
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( d )  A f t o r  S t a t *  has r o c o i v s d  t h a  n o t i c e
p r o v i d e d  f o r  by S e c t i o n  7 . 2 ( a ) ( 1 )  o r  S a c t i o n  7 . 2 ( b ) ( 1 )  above ,  
Laaaaa s h a l l  w i th  r e a s o n a b l e  p romptness  p r o v i d e  S t a t a  w i t h  c o p i e s  
o f  th e  n o t e  o r  o t h e r  o b l i g a t i o n  se cu red  by such  P u r c h a s e  Honey 
Leaseho ld  Mortgage o r  Leaseho ld  Ho r tgago and o f  any  o t h e r  
documents p e r t i n e n t  t o  the Pu rchase  Honey L e a s e h o l d  Mo r tgage  o r  
Le a seho ld  Mor tgage as s p e c i f i e d  by S t a t e .  L e s s e e  s h a l l  
t h e r e a f t e r  a l s o  p r o v i d e  S t a t e  f rom t ime t o  t im e  w i t h  a copy o f  
each amendment o r  o t h e r  m o d i f i c a t i o n  o r  s u pp l emen t  t o  such 
i n s t r um en t s .  A l l  r e c o r d e d  documents s h a l l  be accompan ied  by tha 
a p p r o p r i a t e  c e r t i f i c a t i o n  o f  t h e  a p p r o p r i a t e  o f f i c i a l  o f  th e  
r e c o r d i n g  o f f i c e  as  t o  t h e i r  a u t h e n t i c i t y  as  t r u e  and c o r r e c t  
c o p i e s  o f  o f f i c i a l  r e c o r d s .  A l l  n on r e c o rd ed  documents s h a l l  ba 
accompanied by a c e r t i f i c a t i o n  by Lessee t h a t  su ch  documents a r e  
t r u e  and c o r r e c t  c o p i e s  o f  th e  o r i g i n a l s .  From t ime  t o  t im e  upon 
be ing r e q u e s t e d  t o  do so  by S t a t e ,  Lessee s h a l l  a l s o  n o t i f y  S t a t e  
o f  th e  d a t e  and p l a c e  o f  r e c o r d i n g  and o t h e r  p e r t i n e n t  r e c o r d i n g  
da ta  w i th  r e s p e c t  t o  such i n s t r um en t s  as have been r e c o r d e d .

7 . 3  D e f i n i t i o n s .
( a )  The terra " I n s t i t u t i o n a l  I n v e s t o r "  a s  used 

in  t h i s  S e c t i o n  7 s h a l l  r e f e r  t o  any r e p u t a b l e  and s o l v e n t  ( i )  
s a v in g s  bank,  ( i i )  s a v i n g s  and l o a n  a s s o c i a t i o n ,  ( i i i )  c ommerc ia l  
bank,  ( i v )  t r u s t  company,  ( v )  c r e d i t  u n i o n ,  ( v i )  i n s u r a n c e  
company, ( v i i )  c o l l e g e ,  ( v i i i )  u n i v e r s i t y ,  ( i x )  r e a l  e s t a t e  
inve s tmen t  t r u s t  o r  ( x )  pens i on  fund .  The t e rm  " I n s t i t u t i o n a l  
I n v e s t o r "  s h a l l  a l s o  i n c l u d e  o t h e i  r e p u t a b l e  and s o l v e n t  l e n d e r s  
o f  s u b s t a n c e  which p e r f o rm  f u n c t i o n s  s i m i l a r  t o  any o f  th e  
f o r e q o i n g ,  and wnich have a s s e t s  i n  e x ce s s  o f  F i f t y  M i l l i o n  
D o l l a r s  ( § 5 0 , 0 0 0 , 0 0 0 )  a t  th e  t ime th e  L e a s e h o l d  Mortgage l o a n  i s  
made.

(b )  The te rm " L e a s eh o l d  Mo r tgage "  a s  used  i n  
t h i s  S e c t i o n  7 s h a l l  i n c l u d e  a mor tgage ,  a deed o f  t r u s t ,  a deed 
t o  s e c u r e  d e b t ,  o r  o t h e r  s e c u r i t y  i n s t r um en t  by  which L e s s e e ' s  
l e a s e h o l d  e s t a t e  i s  mor tgaged ,  conveyed ,  a s s i g n e d ,  o r  o t h e rw i s e  
t r a n s f e r r e d ,  t o  s e c u r e  a d eb t  o r  o t h e r  o b l i g a t i o n  which i s  h e l d  
by an I n s t i t u t i o n a l  I n v e s t o r .

( c )  The te rm " L e a s eh o l d  Mo r tgagee "  as  used  i n
t h i s  S e c t i o n  7 s h a l l  r e f e r  t o  th e  I n s t i t u t i o n a l  I n v e s t o r  which i s
the  h o l d e r  o f  a L e a s e h o ld  Mortgage i n  r e s p e c t  t o  which t h e  n o t i c e  
p r o v id ed  f o r  by S e c t i o n  7 . 2  above ,  has been g i v e n  and r e c e i v e d  
and as t o  which t h e  p r o v i s i o n s  o f  t h i s  S e c t i o n  7 a r e  a p p l i c a b l e .

7 . 4  Consen t  o f  L e a s eh o ld  Mo r tgagee  R e q u i r e d .  Ho
c a n c e l l a t i o n ,  s u r r e n d e r  o r  m o d i f i c a t i o n  o f  t h i s  Lease s h a l l  be
e f f e c t i v e  as  t o  any L e a s e h o ld  Mor tgagee u n l e s s  c o n s e n t e d  t o  i n
w r i t i n g  by such L e a s e h o ld  Mor tgagee ;  p r o v i d e d ,  howeve r ,  t h a t  
no th ing  in  t h i s  S e c t i o n  7 . 4  s h a l l  l i m i t  o r  d e r o g a t e  f r om S t a t e ' s  
r i g h t s  t o  t e rm i n a t e  t h i s  Lease in  a c co rdan ce  w i t h  t h e  p r o v i s i o n s  
o f  t h i s  S e c t i o n  7 .

7 . 5  D e f a u l t  N o t i c e .  S t a t e ,  upon p r o v i d i n g  Lessee  
any n o t i c e  o f :  ( i )  d e f a u l t  unde r  t h i s  L e a s e ,  o r  ( i i )  an
i n t e n t i o n  t o  t e rm i n a t e  t h i s  Lease ,  o r  ( i i i )  demand t o  remedy a 
c l a imed  d e f a u l t ,  s h a l l  c on t empo r an eou s l y  p r o v i d e  a copy  o f  such 
n o t i c e  t o  e v e r y  L e a s eh o ld  Mortgagee .  From and a f t e r  such n o t i c e  
has been g i v e n  t o  a L e a s e h o ld  Mortgagee ,  such L e a s e h o l d  Mor tgagee 
s h a l l  have t h e  same p e r i o d ,  a f t e r  t h e  g i v i n g  o f  such  n o t i c e  upon 
i t ,  f o r  remedy ing any d e f a u l t  o r  c a u s i n g  t h e  same t o  be remed ied ,  
as i s  g i v e n  Lessee  a f t e r  th e  g i v i n g  o f  such n o t i c e  t o  L e s s e e ,  
p l u s  i n  each i n s t a n c e ,  t h e  a d d i t i o n a l  p e r i o d s  o f  t ime s p e c i f i e d  
in S e c t i o n s  7 . 6  and 7 . 7  b e l o w , t o  remedy,  commence remedy ing  o r  
cause t o  be remed ied t h e  d e f a u l t s  s p e c i f i e d  i n  any such n o t i c e .  
S t a t e  s h a l l  a c cep t  such p e r f o rmance  by o r  a t  t h e  i n s t i g a t i o n  o f  
such L e a s e h o ld  Mor tgagee  a s  i f  th e  same had been done by L e s se e .
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Lassae a u t h o r i z e s  each L e a s e h o ld  Mortgagee t o  t a k a  any such 
a c t i o n  a t  ouch L e a s e h o l d  Mo r tgagee '^  o p t i o n  and doas  he reby  
a u t h o r i z e  e n t r y  upon th a  P r o p e r t y  by th a  L e a seho ld  Mortgagee Cor 
such p u rp o s e .

7 . 6  N o t i c e  t o  L e a s e h o l d  Ho r tgagee .
( a )  a n y t h i n g  c o n t a i n e d  in  t h i a  Lease t o  t h e  

c o n t r a r y  n o tw i t h s t a n d i n g ,  i f  any d e f a u l t  s h a l l  o c c u r  which 
e n t i t l e s  S t a t e  t o  t e rm i n a t e  t h i s  Le a se ,  S t a t e  s h a l l  have  no r i g h t  
t o  t e rm i n a t e  t h i s  Lease u n l e s s  S t a t e  s h a l l  n o t i f y  by a 
T e rm ina t ion  N o t i c e  e v e r y  L e a s e h o ld  Mortgagee o f  wh ich S t a t e  has 
been n o t i f i e d  p u r s u a n t  t o  S e c t i o n  7 . 2 ( b ) ( i )  ab ove ,  o f  L e s s o r ' s  
i n t e n t  t o  so  t e rm i n a t e  a t  l e a s t  t h i r t y  ( 3 0 )  days  i n  advance o f  
the p r opo sed  e f f e c t i v e  d a t e  o f  such  t e rm i n a t i o n ,  i f  such d e f a u l t  
i s  c apab le  o f  b e in g  cu red  by th e  payment o f  money, and a t  l e a s t  
f o r t y - f i v e  ( 4 5 )  days  i n  advance o f  t h e  p roposed e f f e c t i v e  d a t e  o f  
such t e rm i n a t i o n ,  i f  such d e f a u l t  i s  n o t  c a pab l e  o f  b e in g  c u r e d  
by the payment o f  money.  The p r o v i s i o n s  o f  S e c t i o n  7 . 7  be low 
s h a l l  a p p l y  i f ,  d u r i n g  such t h i r t y  ( 3 0 )  o r  f o r t y - f i v e  ( 4 5 )  day 
Te rm ina t i o n  N o t i c e  P e r i o d ,  any L e a s e h o l d  Mortgagee s h a l l :

( i )  N o t i f y  S t a t e  o f  such  L e a s e h o ld  
Mortgagee 's  d e s i r e  t o  n u l l i f y  such n o t :  ; and

( i i )  Pay o r  cause t o  be p a i d  t h e  R en t ,  
a d d i t i o n a l  r e n t , i f  a n y ,  and o t h e r  moneta ry  o b l i g a t i o n s  then  due 
and in  a r r e a r s  as  s p e c i f i e d  i n  t h e  T e rm in a t i o n  N o t i c e  t o  such 
Leaseho ld  Mor tgagee  and which may become due d u r i n g  such t h i r t y  
(30 )  o r  f o r t y - f i v e  ( 4 5 )  day p e r i o d ;  and

( i i i )  Comply w i th  a l l  n on -mone ta r y  
r equ i r emen t s  o f  t h i s  Lease  then  i n  d e f a u l t  and,  a s  d e t e rm in ed  by 
S t a t e ,  r e a s o n a b l y  s u s c e p t i b l e  o f  b e ing  comp l ied  w i t h  by such 
Leaseho ld Mor tgagee  ( l a c k  o f  o r  f a i l u r e  t o  expend fund s  no t  t o  
a d v e r s e l y  a f f e c t  t h e  s u s c e p t i b i l i t y  o l  c u r e ) , and p r oce ed  t o  
comply w i th  r e a s o n a b l e  d i l i g e n c e  and c o n t i n u i t y  w i th  such 
requ i remen ts  n o t  r e a s o n a b l y  s u s c e p t i b l e  c f  be ing  c om p l i e d  w i th  by 
such Le a seho ld  Mortgagee  w i t h i n  t h e  n o t i c e  p e r i o d ;  p r o v i d e d ,  
however, t h a t  such L e a s e h o ld  Mortgagee s h a l l  n o t  be r e q u i r e d  
dur ing such f o r t y - f i v e  ( 4 5 )  day p e r i o d  t o  cu re  o r  commence t o  
cure any d e f a u l t  c o n s i s t i n g  o f  L e s s e e ' s  f a i l u r e  t o  s a t i s f y  and 
d i scha rge  any l i e n ,  c h a rg e  o r  encumbrance a g a i n s t  t h e  L e s s e e ' s  
i n t e r e s t  i n  t h i s  Lease  o r  t h e  P r o p e r t y  j u n i o r  i n  p r i o r i t y  t o  t h e  
l i e n  o f  t h e  L e a s e h o l d  Mor tgage h e l d  by such L e a s e h o ld  Mortgagee .

(b )  Any n o t i c e  t o  be g i ven  by  S t a t e  t o  a
Leaseho ld Mor tgagee p u r s u a n t  t o  any p r o v i s i o n  o f  t h i s  S e c t i o n  7
s h a l l  be deemed p r o p e r l y  a d d r e s s e d  i f  s e n t  t o  t h e  L e a s eh o ld
Mortgagee who s e r v e d  t h e  n o t i c e  r e f e r r e d  t o  i n  S e c t i o n  7 . 2 ( b ) ( i )  
above,  u n l e s s  n o t i f i e d  o f  a change o f  L e a s e h o l d  Mortgage 
ownership has been g i v e n  t o  S t a t e  p u r s u an t  t o  S e c t i o n  7 . 2 ( b )  ( i )  
above.

7 . 7  P r o c e d u r e  on D e f a u l t .
( a )  I f  S t a t e  s h a l l  e l e c t  t o  t e rm i n a t e  t h i s

Lease by r e a s o n  o f  any d e f a u l t  o f  Le ssee ,  and a L e a s eh o ld
Mortgagee s h a l l  have  p r oceeded  i n  th e  manner p r o v i d e d  f o r  by 
Sec t ion  7 . 6  above ,  t h e  s p e c i f i e d  d a t e  f o r  t h e  t e rm i n a t i o n  o f  t h i s  
Lease as  f i x e d  by S t a t e  i n  i t s  T e rm in a t i o n  N o t i c e  s h a l l  be
extended f o r  a p e r i o d  o f  s i x  ( 6 )  months ,  p r o v i d e d  t h a t  such 
Leasehold Mor tgagee s h a l l  d u r i n g  such s i x  (6 )  month p e r i o d :

( i )  Pay o r  cause t o  be p a i d  t h e  R en t ,  
a d d i t i o n a l  r e n t ,  i f  a n y ,  and o t h e r  mone ta ry  o b l i g a t i o n s  o f  Lessee  
under t h i s  Lease  as  t h e  same become due ,  and c o n t i n u e  t o  p e r f o rm  
a l l  o f  L e s s e e ' s  o t h e r  o b l i g a t i o n s  u n d e r  t h i s  Lease ,  e x c e p t i n g  ( a )



o b l i g a t i o n s  o f  Le soo s  t o  s a t i s f y  o r  o t h e rw i s e  d i s c h a r g e  any l i e n ,  
cha rge  o r  encumbrance a g a i n s t  L e s s e e ' s  i n t e r e s t  i n  t h i s  Lease o r  
the  P r o p e r t y  j u n i o r  i n  p r i o r i t y  t o  th e  l i e n  o f  t h e  Leaseho ld  
Mor tgage h e l d  by such L ea seho ld  Mortgagee ,  and (b )  p a s t  non­
moneta ry  o b l i g a t i o n s  then in d e f a u l t  and n o t  r e a s o n a b l y  
s u s c e p t i b l e  o f  b e in g  cu red  by such L e a s e h o ld  Mor tgagee ( l a c k  o f  
o r  f a i l u r e  t o  expend funds n o t  t o  a d v e r s e l y  a f f e c t  the
s u s c e p t i b i l i t y  o f  c u r e ) ;  and

( i i )  I f  n o t  e n j o i n e d  o r  s t a y e d ,  ta ke  
s t e p s  t o  a c q u i r e  o r  s e l i  L e s s e e ' s  i n t e r e s t  i n  t h i s  Lease by 
f o r e c l o s u r e  o f  t h e  L e a s eh o ld  Mortgage o r  o t h e r  a p p r o p r i a t e  mean3 
and p r o s e c u t e  tha  same t o  c om p l e t i o n  w i t h  r e a s o n a b l e  d i l i g e n c e  
and c o n t i n u i t y .  I f  such L e a seho ld  Mo r tgagee  i s  e n j o i n e d  o r  
s t a yed  f r om t a k i n g  such s t e p s ,  t h e  L e a seho ld  Mortgagee s h a l l  use
i t s  b e s t  e f f o r t s  t o  s e e k  r e l i e f  f r om such i n j u n c t i o n  o r  s t a y .

(b )  I f  a t  t h e  end o f  such s i x  ( 6 )  month
p e r i o d  such  L e a s e h o l d  Mortgagee i s  comp ly ing  w i t h  S e c t i o n  7 . 7 ( a )  
above ,  t h i s  Lease s h a l l  no t  th en  t e rm i n a t e ,  and th e  t ime f o r  
c om p l e t i o n  by such L e a s e h o ld  Mortgagee o f  such  p r o c e e d in g s  s h a l l  
c o n t i n u e  s o  l o n g  as  such Le a seho ld  Mor tgagee  c o n t i n u e s  t o  comply 
w i th  th e  p r o v i s i o n s  o f  S e c t i o n  7 . 7 ( a )  ab ove  and,  i s  e n j o in e d  
o r  s t a y e d  and t h e r e a f t e r  f o r  so  l o n g  as such  L e a s e h o l d  Mortgagee 
p r oceed s  t o  c omp le t e  s t e p s  t o  a c q u i r e  o r  s e l l  L e s s e e ' s  i n t e r e s t  
i n  t h i s  Lease by f o r e c l o s u r e  o f  th e  L e a s e h o l d  Mor tgage o r  by 
o t h e r  a p p r o p r i a t e  means w i th  r e a s o n a b l e  d i l i g e n c e  and c o n t i n u i t y .  
No th ing i n  t h i s  S e c t i o n  7 . 7 ,  however ,  s h a l l  be c o n s t r u e d  t o  
ex tend  t h i s  Lease beyond the  o r i g i n a l  t e rm ,  n o r  t o  r e q u i r e  a 
L e a s e h o ld  Mor tgagee t o  c o n t i n u e  such f o r e c l o s u r e  p r oceed ing s  
a f t e r  t h e  d e f a u l t  has been c u r e d .  I f  t h e  d e f a u l t  s h a l l  be cured 
and the  L e a s e h o l d  Mortgagee  s h a l l  d i s c o n t i n u e  such f o r e c l o s i n g  
p r o c e e d i n g s ,  t h i s  Lease  s h a l l  c o n t i n u e  i n  f u l l  f o r c e  and e f f e c t  
a s  i f  L e s s e e  had n o t  d e f a u l t e d  unde r  t h i s  L e a s e .

( c )  I f  a L e a s eh o ld  Mor tgagee  i s  comp ly ing  with 
S e c t i o n  7 . 7 ( a )  a b ove ,  upon ( i )  t h e  a c q u i s i t i o n  o f  L e s s e e ' s  e s t a t e  
h e r e i n  by such L e a s e h o l d  Mor tgagee  o r  any o t h e r  p u r c h a s e r  a t  a 
f o r e c l o s u r e  s a l e  o r  o t h e rw i s e  and ( i i )  t h e  d i s c h a r g e  o f  any l i e n ,  
cha rge  o r  encumbrance a g a i n s t  t h e  L e s s e e ' s  i n t e r e s t  i n  t h i s  Lease 
o r  t h e  P r o p e r t y  which i s  j u n i o r  i n  p r i o r i t y  t o  t h e  l i e n  o f  the 
L ea seho ld  Mor tgage h e l d  by such L ea seho ld  Mo r tgagee  and which the 
Lessee  i s  o b l i g a t e d  t o  s a t i s f y  and d i s c h a r g e  by r e a s o n  o f  th e  
te rms o f  t h i s  L e a se ,  t h i s  Lease s h a l l  c o n t i n u e  i n  f u l l  f o r c e  and 
e f f e c t  a s  i f  L e s s e e  had n o t  d e f a u l t e d  unde r t h i s  L e a se ;  p r o v i d e d ,  
however ,  t h a t  such L e a s e h o ld  Mortgagee o r  i t s  d e s i g n e e  o r  any 
o t h e r  such p a r t y  a c q u i r i n g  the  L e s s e e ' s  l e a s e h o l d  e s t a t e  c r e a t e d  
he reby  s h a l l  a g r e e  i n  w r i t i n g  t o  assume a l l  o b l i g a t i o n s  o f  th e  
Lessee h e r e u n d e r ,  s u b j e c t  t o  t h e  p r o v i s i o n s  o f  t h i s  S e c t i o n  7 .

(d )  F o r  t h e  pu rposes  o f  t h i s  S e c t i o n  7 ,  the 
making o f  a L e a s e h o l d  Mortgage s h a l l  no t be deemed t o  c o n s t i t u t e  
a c omp le t e  a s s ig nm en t  o r  t r a n s f e r  o f  t h i s  Lease o r  o f  th e  
l e a s e h o l d  e s t a t e  h e r eb y  c r e a t e d ,  no r  s h a l l  any Leaseho ld  
Mor tgagee ,  a s  such ,  be deemed t o  be an a s s i g n e e  o r  t r a n s f e r e e  o f  
t h i s  Lease o r  o f  t h e  l e a s e h o l d  e s t a t e  h e r e b y  c r e a t e d .  The 
Le a seho ld  Mo r tgagee ,  p r i o r  t o  f o r e c l o s u r e  o f  t h e  Leaseho ld  
Mortgage o r  o t h e r  e n t r y  i n t o  p o s s e s s i o n  o f  t h e  l e a s e h o l d  e s t a t e ,  
s h a l l  n o t  be o b l i g a t e d  t o  assume th e  p e r f o rm an c e  o f  any o f  the  
t e rm s ,  c o v en an t s  o r  c o n d i t i o n s  on th e  p a r t  o f  Lessee  t o  be 
p e r f o rmed  h e r e u n d e r .  The p u r c h a s e r  ( i n c l u d i n g  any Leaseho ld  
Mortgagee )  a t  any s a l e  o f  t h i s  Lease and o f  t h e  l e a s e h o l d  e s t a t e  
he reby  c r e a t e d  i n  any p r o c e ed in g s  f o r  t h e  f o r e c l o s u r e  o f  any 
Le a seho ld  Mo r tgage ,  o r  t h e  a s s i g n e e  o r  t r a n s f e r e e  i n  l i e u  o f  th e

14.



f o r e c l o s u r e  o f  any Le a seho ld  Mortgage s h a l l  b<* deemed t o  be an 
a s s i g n e e  o r  t r a n s f e r e e  w i t h i n  th a  meaning o f  t h i s  S e c t i o n  7 ,  and 
s h a l l  ba deemed t o  have ag reed t o  p e r f o rm  a l l  o f  t h e  t a n a ,  
c o v en an t s  and c o n d i t i o n s  on the p a r t  o f  L e s s e e  t o  b« p e r f o n e d  
h e r e u n d e r  f rom and a f t e r  tha da te o f  such  pu r c h a s e  and 
a s s ignmen t .

(e )  Any Leaseho ld  H o r t g ag e e  o f  t h e  l e a s e h o l d  
e s t a t e  o f  Lessee  pu r s u an t  t o  f o r e c l o s u r e ,  a s s ig nm en t  i n  l i e u  o f  
f o r e c l o s u r e  o r  o t h e r  p r o c e ed ing s  may, upon a c q u i r i n g  L e s s e e ' s  
l e a s e h o l d  e s t a t e ,  w i t h o u t  f u r t h e r  c o n sen t  o f  S t a t e ,  s e l l  and 
a s s i g n  th e  l e a s e h o l d  e s t a t e  on such te rms and t o  such p e r s o n s  and 
o r g a n i z a t i o n s  as a r e  a c c e p t a b l e  t o  such M o r t g ag e e ;  p r o v i d e d  t h a t  
such a s s i g n e e  has d e l i v e r e d  t o  S t a t e  i t s  w r i t t e n  ag reemen t  t o  be 
bound by a l l  o f  th e  p r o v i s i o n s  o f  t h i s  Lease and t h e  a s s i g n e e  has 
p r e v i o u s l y  been app roved  i n  w r i t i n g  by S t a t e ,  wh ich a p p r o v a l  
s h a l l  n o t  be u n re a s o n a b l y  w i t h h e l d .

( f )  No tw i th s tand ing  any o t h e r  p r o v i s i o n s  o f  
t h i s  Lease ,  any s a l e  o f  t h i s  Lease and o f  t h e  l e a s e h o l d  e s t a t e  
he reb y  c r e a t e d  in  any p r o c e ed in g s  f o r  t h e  f o r e c l o s u r e  o f  any 
L ea seho ld  Mor tgage,  o r  t h e  as s ignmen t o r  t r a n s f e r  o f  t h i s  Lease 
and o f  th e  l e a s e h o l d  e s t a t e  he reby c r e a t e d  i n  l i e u  o f  the
f o r e c l o s u r e  o f  any L e a s e h o ld  Mortgage s h a l l  be deemed t o  be a 
p e rm i t t e d  s a l e ,  t r a n s f e r  o r  as s ignment o f  t h i s  Lease  and o f  th e  
l e a s e h o l d  e s t a t e  he reby c r e a t e d .

(g )  Lessee  s h a l l  n o t  t r a n s f e r ,  s e l l  o r  a s s ig n  
any re demp t i on  r i g h t s  f r om any f o r e c l o s u r e  s a l e  t o  any pe rson  
which i s  no t  approved by S t a t e  in  acco rdance  w i t h  the  p r o v i s i o n s  
o f  S e c t i o n  13 be low.

7 . 8  New Lea se .  The p r o v i s i o n s  o f  t h i s  S e c t i o n  7 . 8  
s h a l l  a p p l y  i n  th e  e v en t  o f  t h e  t e rm i n a t i o n  o f  t h i s  Lease  a f t e r  
d e f a u l t  by Lessee r e s u l t i n g  f rom f a i l u r e  o f  a t r u s t e e  in
bank rup tc y  t o  assume th e  e x e c u t o r y  p o r t i o n  o f  t h e  t e rm  o f  t h i s  
L e a se .  I f  a Leaseho ld  Mortgagee  s h a l l  have wa ived  i n  w r i t i n g  i t s
r i g h t s  unde r S e c t i o n s  7 . 6  and 7 . 7  above w i t h i n  t h i r t y  ( 3 0 )  days
a f t e r  such Lea seho ld  Mo r t g ag ee ' s  r e c e i p t  o f  n o t i c e  r e q u i r e d  by 
S e c t i o n  7 . 6  above ,  S t a t e  s h a l l  p r o v i d e  each  L e a s e h o l d  Mor tgagee 
w i t h  w r i t t e n  n o t i c e  t h a t  t h i s  Lease has been t e rm i n a t e d  ( "N o t i c e  
o f  T e rm i n a t i o n " ) ,  t o g e t h e r  w i th  a s t a t em en t  o f  a l l  sums which 
wou ld a t  t h a t  t ime be due unde r  t h i s  Lease f o r  such t e rm i n a t i o n ,  
and o f  a l l  o t h e r  d e f a u l t s ,  i f  any ,  then known t o  S t a t e .  S t a t e  
a g r e e s  t o  e n t e r  i n t o  a new l e a s e  ("New L e a s e " )  o f  t h e  P r o p e r t y  
w i t h  such Lea seho ld  Mor tgagee  f o r  th e  r em a i n d e r  o f  t h e  te rm o f  
t h i s  Lease ,  e f f e c t i v e  as  o f  th e  da t e  o f  t e r m i n a t i o n ,  a t  t h e  Ren t  
and a d d i t i o n a l  r e n t ,  i f  any ,  and upon t h e  t e rm s ,  c o v en an t s  and 
c o n d i t i o n s  ( i n c l u d i n g  a l l  e s c a l a t i o n s  o f  R e n t ,  bu t  e x c l u d i n g  
re qu i r em en t s  which a r e  n o t  a p p l i c a b l e  o r  which have  a l r a a d y  been 
f u l f i l l e d )  o f  t h i s  Lease ,  p r o v i d e d :

( a )  Such Leaseho ld  Mo r tgagee  s h a l l  make 
w r i t t a n  r e q u e s t  upon S t a t e  f o r  such New Lease  w i t h i n  s i x t y  ( 6 0 )  
days  a f t e r  t h e  da t e  such Leaseho ld  Mor tgagee r e c e i v e s  S t a t e ' s  
N o t i c e  o f  T e rm in a t i o n  o f  t h i s  Lease g i v e n  p u r s u a n t  t o  t h i s  
S e c t i o n  7 . 8 .

(b)  Such Leaseho ld  Mo r tgagee  s h a l l  pay o r  
cause  t o  be pa id  t o  S t a t e  a t  th e  t ime o f  t h e  e x e c u t i o n  and 
d e l i v e r y  o f  such New Lease any and a l l  sums wh ich would a t  the 
t ime  o f  e x e c u t i o n  and d e l i v e r y  t h e r e o f  be due p u r s u a n t  t o  t h i s  
Lease  bu t f o r  such t e rm i n a t i o n  and,  i n  a d d i t i o n  t h e r e t o ,  a l l  
r e a s o n a b l e  expenses  which S t a t e  s h a l l  have i n c u r r e d  by r e a s o n  o f  
such  t e rm i n a t i o n  and t h e  e x e c u t i o n  and d e l i v e r y  o f  t h e  New Lease 
and which have no t  o t h e rw i s e  been r e c e i v e d  by S t a t e  f r om  Lessee 
o r  o t h e r  p a r t y  i n  i n t e r e s t  unde r  Le ssee .  Upon e x e c u t i o n  o f  such 
New Lease ,  S t a t e  s h a l l  a l l o w  t o  the  Lessee  named t h e r e i n  as  an
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o f f a s t  a g a i n s t  t h a  sums o t h a rw i s a  dua unda r  t h i s  S e c t i o n  7 . S  o r  
unde r  t h e  New Lease ,  an amount equa l  t o  t h a  n a t  income d e r i v e d  by 
S t a t e  f r om th e  P r o p e r t y  du r ing  the p e r i o d  f r om t h e  d a t e  o f
t e rm i n a t i o n  o f  t h i s  Laasa t o  the da ta  o f  t h e  b e g i n n i n g  o f  the 
l e a s e  t e rm  o f  such New Lease .  In tha e v en t  o f  a c o n t r o v e r s y  as 
t o  the  amount t o  be p a id  t o  S t a t e  pu r su an t  t o  t h i s  S e c t i o n  7 . 8 ,  
th a  payment o b l i g a t i o n  B h a l l  be s a t i s f i e d  i f  S t a t e  s h a l l  be pa id  
the amount n o t  in  c o n t r o v e r s y ,  and tha L e a seho ld  Mo r tgagee  o r  i t s  
d e s i g n e e  s h a l l  a g r e e  t o  pay any a d d i t i o n a l  sum u l t i m a t e l y  
d e t e rm in ed  t o  be due pu r su an t  t o  a r b i t r a t i o n  as  p r o v i d e d  in  
S e c t i o n  14 be l ow ,  p l u s  i n t e r e s t  as a l l ow e d  by l aw ,  and such
o b l i g a t i o n  s h a l l  be a d e q u a t e l y  secu red .

( c )  Such Leaseho ld  Mor tgagee o r  i t s  de s ignee  
s h a l l  a g r e e  t o  remedy any o f  L e s se e ' s  d e f a u l t s  o f  which s a id  
L e a s eh o ld  Mor tgagee  was n o t i f i e d  by S t a t e ' s  N o t i c e  o f  T e rm i n a t i o n  
and wh ich ,  as  d e t e rm in ed  by S t a t e ,  a r e  r e a s o n a b l y  s u s c e p t i b l e  o f  
be ing  so  cu r ed  by L e a s e h o ld  Mortgagee o r  i t s  d e s i g n e e  ( l a c k  o f  o r  
f a i l u r e  t o  e x p end  f u n d s  n o t  t o  a d v e r s e l y  a f f e c t  t h e  
s u s c e p t i b i l i t y  o f  c u r e ) .

7 . 9  New Lease P r i o r i t i e s .  I f  more th an  one
L e a s e h o ld  Mortgagee s h a l l  r e q u e s t  a Hew Lease  p u r s u a n t  t o  S e c t i o n
7 . 8  ab ove ,  S t a t e  s h a l l  e n t e r  i n t o  such New Lease  w i th  the
L e a s eh o ld  Mor tgagee  whose mortgage i s  p r i o r  i n  l i e n ,  o r  w i th  th e
de s i g n e e  o f  such L e a s eh o ld  Mortgagee.  S t a t e ,  w i t h o u t  l i a b i l i t y  
t o  L e s s e e  o r  any Le a seho ld  Mortgagee w i th  an a d v e r s e  c l a im ,  may 
r e l y  upon a m o r t g a g e e ' s  t i t l e  -n su rance p o l i c y  o r  p r e l im i n a r y  
commitment t h e r e f o r e ,  i s sued  by a r e s p o n s i b l e  t i t l e  in su ran ce  
company d o in g  b u s i n e s s  w i t h i n  the S t a t e  o f  Wash ing t on ,  as  the 
b a s i s  f o r  d e t e rm in in g  th e  a p p r o p r i a t e  L e a s eh o ld  Mo r tgagee  who i s  
e n t i t l e d  t o  such New Lease .

7 . 1 0  L e a s eh o ld  Mortgagee Need Not Cu re  S p e c i f i e d  
D e f a u l t .  No th ing  h e r e i n  c on ta in ed  s h a l l  r e q u i r e  any Le a seho ld  
Mor tgagee o r  i t s  d e s i g n e e  as  a c o n d i t i o n  t o  i t s  e x e r c i s e  o f  r i g h t  
h e r e u n d e r  t o  c u r e  any d e f a u l t  o f  Lessee de t e rm in ed  by S t a t e  no t  
t o  r e a s o n a b l y  be s u s c e p t i b l e  o f  be ing cu red  by such Lea seho ld  
Mortgagee  o r  i t s  d e s i g n e e  ( l a c k  o f  o r  f a i l u r e  t o  expend funds  n o t  
t o  a d v e r s e l y  a f f e c t  t h e  s u s c e p t i b i l i t y  o f  c u r e ) , i n c l u d i n g  bu t 
no t  l i m i t e d  t o  t h e  d e f a u l t  r e f e r r e d  t o  i n  S e c t i o n  15 be l ow ,  in  
o r d e r  t o  comp ly  w i t h  th e  p r o v i s i o n s  o f  S e c t i o n s  7 . 6  o r  7 . 7  
above ,  o r  as  a c o n d i t i o n  o f  e n t e r i n g  i n t o  a New Lea se  p r o v i d e d  
f o r  by S e c t i o n  7 . 8  above .

7 . 1 1  Eminent Domain. L e s s e e ' s  s h a r e ,  a s  p r o v i d e d  by 
S e c t i o n  11 o f  t h i s  Lease ,  o f  th e  p r o ce ed s  a r i s i n g  f r om an 
e x e r c i s e  o f  t h e  power  o f  Eminent Domain s h a l l ,  s u b j e c t  t o  th e  
p r o v i s i o n s  o f  S e c t i o n  11 be low ,  be d i sp o sed  o f  a s  p r o v i d e d  f o r  by 
any L e a s e h o l d  Mor tgage .

7 . 1 2  C a s u a l t y  Loss .  A s t a n d a rd  mo r tgagee  c l a u s e  
naming each  L e a s e h o ld  Mortgagee may be added t o  any and a l l  
i n s u r a n c e  p o l i c i e s  r e q u i r e d  t o  be c a r r i e d  by Le s see  h e r e u nd e r  on 
c o n d i t i o n  t h a t  t h e  i n s u r a n c e  proceeds a r e  t o  ba a p p l i e d  i n  the 
manner s p e c i f i e d  i n  t h i s  Lease ,  and the L e a s eh o ld  Mor tgage  s h a l l  
s o  p r o v i d e ;  e x c ep t  t h a t  t h e  Leaseho ld  Mortgage may p r o v i d e  a 
manner f o r  th e  d i s p o s i t i o n  o f  such p r oce ed s ,  i f  an y ,  o t h e rw i s e  
p a y ab l e  d i r e c t l y  t o  Lessee  (but no t such p r o c e e d s ,  i f  any ,  
p a y ab l e  j o i n t l y  t o  S t a t e  and Lessee o r  p a y a b l e  t o  t h e  T r u s t e e  o f  
I n s u r a n c e  as  p r o v i d e d  in  Se c t i o n  8 . 8  be low )  p u r s u a n t  t o  th e  
p r o v i s i o n s  o f  t h i s  Le a se .

7 . 1 3  A r b i t r a t i o n / L e g a l  P r o c e ed in g s .  S t a t e  s h a l l  
g i v e  each L e a s e h o ld  Mor tgagee  prompt n o t i c e  o f  any a r b i t r a t i o n  o r  
l e g a l  p r o c e e d in g s  between S t a t e  and Lessee i n v o l v i n g  o b l i g a t i o n s  
unde r t h i s  Le a se .  Each Leaseho ld  Mortgagee s h a l l  have  t h e  r i g h t  
t o  i n t e r v e n e  i n  any such p roceed ing s  and be made a p a r t y  t o  such
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p r o c e e d i n g s ,  and  t h a  p a r t i a l  h a r a t o  do c o n a a n t  t o  such 
i n t e r v e n e i o n .  I n  t h a  avan t  t h a t  any L e a seho ld  M o r t g a g e *  s h a l l  
no t  e l a c t  t o  i n t e r v e n e  o r  bacona a p a r t y  t o  any  auch 
p r o c e e d i n g ! ,  S t a t a  s h a l l  g i v a  tha  Leaaeho ld  Mortgage# n o t i c a  o f ,  
and a copy  o f  any award o r  d a c i s i o n  mad# in  any auch p r o c e e d i n g s ,  
which s h a l l  ba b i n d in g  on a l l  L e a s eho ld  M o r t g a g e e s  n o t  
i n t e r v e n i n g  a l t a r  r e c e i p t  o f  n o t i c a  o f  a r b i t r a t i o n .  "n  t h e  e v en t  
Leasee s h a l l  f a i l  t o  a p p o i n t  an a r b i t r a t o r  a t t a r  n o t i c a  f r o #  
S t a t e ,  a s  p r o v i d e d  i n  S e c t i o n  14 be low ,  a L e a seho ld  M o r t g ag ee  ( i n  
o r d e r  o f  s e n i o r i t y  i f  t h e r e  ba no re  th an  one)  s h a l l  have  an 
a d d i t i o n a l  p e r i o d  o f  t h i r t y  ( 3 0 )  days  a f t e r  n o t i c e  by S t a t e  t h a t  
Leasee has f a i l e d  t o  a p p o i n t  such a r b i t r a t o r  t o  make such 
appo in tmen t ,  and t h e  a r b i t r a t o r  so  a ppo in t ed  s h a l l  t h e r e u p o n  ba 
r e c ogn i z ed  in  a l l  r e s p e c t s  as i f  t h e  a r b i t r a t o r  had been 
appo in t ed  by L e s s e e .  I n  th e  even t a L e a s e h o l d  Mor tgagee
commences any j u d i c i a l  o r  n o n - j u d i c i a l  a c t i o n  t o  f o r e c l o s e  i t s
Le a seho ld  Mortgage o r  o t h e rw i s e  r e a l i z e  upon i t s  s e c u r i t y  g r a n t e d  
t h e r e i n ,  w r i t t e n  n o t i c e  o f  such p r o ce ed ing s  s h a l l  be p r o v i d e d  t o  
S t a t e  a t  th e  same t ime  n o t i c e  t h e r e o f  i s  g i v e n  L e s s e e .

7 . 1 4  No Merge r .  So l o n g  as any L e a s e h o l d  Mor tgage  
i s  i n  e x i s t e n c e ,  u n l e s s  a l l  L e a s e h o ld  Mor tgagees s h a l l  o t h e rw i s e  
e x p r e s s l y  c o n sen t  i n  w r i t i n g ,  t h e  f e e  t i t l e  t o  t h e  P r o p e r t y  and 
the  l e a s e h o l d  e s t a t e  o f  Le ssee  t h e r e i n  c r e a t e d  by t h i s  Lease  
s h a l l  n o t  merge but s h a l l  remain s e p a r a t e  and d i s t i n c t ,
n o tw i t h s t a n d i n g  t h e  a c q u i s i t i o n  o f  s a i d  f e e  t i t l e  and s a i d
l e a s e h o l d  e s t a t e  by S t a t e  o r  by Lessee  o r  by a t h i r d  p a r t y ,  by
pu rchase  o r  o t h e rw i s e .  The f o r e g o i n g  s h a l l  n o t  a p p l y  i n  th e
even t  o f  t e rm i n a t i o n  o f  t h i s  Lease a f t e r  d e f a u l t  by  L e s s e e ;  
p r o v id ed  t h a t  no Le a seho ld  Mor tgagee s h a l l  have r e q u e s t e d  and 
been g r a n t e d  a New Lease p u r s u an t  t o  the  p r o v i s i o n s  o f  S e c t i o n
7 . 8  above .

7 . 1 5  E s t o p p e l  C e r t i f i c a t e .  S t a t e  s h a l l ,  w i t h o u t  
cha rg e ,  any t ime and f rom t ime  t o  t ime h e r e a f t e r ,  b u t  n o t  more 
f r e q u e n t l y  than tw ic e  i n  any o n e - y e a r  p e r i o d  ( o r  more f r e q u e n t l y  
i f  such r e q u e s t  i s  made i n  c o n n e c t i o n  w i th  any s a l e  o r  m o r tg ag ing  
o f  L e s s e e ' s  l e a s e h o l d  i n t e r e s t  o r  p e rm i t t e d  s u b l e t t i n g  by 
L e s s e e ) ,  w i t h i n  t e n  ( 1 0 )  days a f t e r  w r i t t e n  r e q u e s t  o f  L e s s e e  t o  
do s o ,  c e r t i f y  by  w r i t t e n  i n s t rumen t  d u l y  e x e c u t e d  and 
acknowledged t o  any Le a seho ld  Mortgagee o r  p u r c h a s e r ,  o r  p r o p o s ed  
Leaseho ld  Mor tgagee o r  p r opo sed  p u r c h a s e r ,  o r  any o t h e r  p e r s o n ,  
f i rm  o r  c o r p o r a t i o n  s p e c i f i e d  i n  such r e q u e s t :  ( a )  a s  t o  whe th e r
t h i s  Lease has been supp lemented  o r  amended, and i f  s o ,  t h e  
subs tance  and manner o f  such supp lement  o r  amendment;  ( b )  a s  t o
whether t h i s  Lease  remains  i n  f u l l  f o r c e  and e f f e c t ;  ( c )  a s  t o
the  e x i s t e n c e  o f  any d e f a u l t  h e r eund e r ;  (d)  as t o  t h e  e x i s t e n c e  
o f  any o f f s e t s ,  c o u n t e r c l a im s  o r  d e f e n se s  h e r e t o  on  t h e  p a r t  o f  
Le ssee ;  and (e )  a s  t o  th e  commencement and e x p i r a t i o n  d a t e s  o f  
th e  Term o f  t h i s  Lease .  Any Leaseho ld  Mortgagee and any o t h e r  
h o l d e r  o f  any i ndeb te dne s s  s e cu r e d  by L e s s e e ' s  l e a s e h o l d  e s t a t e  
s h a l l  p r o v i d e  S t a t e ,  upon S t a t e ' s  w r i t t e n  r e q u e s t ,  a s t a t e m e n t  a s  
t o  ( i )  t h e  c u r r e n t  amount s e cu r ed  by the L e a seho ld  M o r t g ag e  h e l d  
by such Le a seho ld  Mortgagee ,  ( i i )  whether  any d e f a u l t  e x i s t s  
under s a i d  Le a seho ld  Mor tgage,  ( o r  whether any e v e n t  h a s  o c c u r r e d  
which,  w i th  n o t i c e  o r  l a p s e  o f  t im e ,  o r  b o th ,  would c o n s t i t u t e  a 
d e f a u l t ) ,  and ( i i i )  whether  t h e r e  e x i s t  any o f f s e t s ,  c l a im s  o r  
d i s p u t e s  w i th  r e s p e c t  t o  s a i d  Leaseho ld  Mo r tgage  and t h e  
in s t r um en t s  s e cu r ed  t h e r e b y .

7 . 1 6  N o t i c e s .  N o t i c e s  f r c n  S t a t e  t o  t h e  L e a s e h o l d  
Mortgagee s h a l l  be m a i l e d  t o  t h e  add re ss  f u r n i s h e d  S t a t e  p u r s u a n t  
t o  S e c t i o n  7 . 2  above  and, t h o s e  f r om the  Le a seho ld  Mo r tgagee  t o  
S t a t e  s h a l l  be m a i l e d  t o  th e  a d d r e s s  d e s igna t ed  p u r s u a n t  t o  the  
p r o v i s i o n s  o f  S e c t i o n  19 b e l ow .  Such n o t i c e s ,  demands and 
r e q u e s t s  s h a l l  be g i v e n  i n  t h e  manner d e s c r i b e d  i n  S e c t i o n  19 
be low and,  s h a l l  i n  a l l  r e s p e c t s  be gove rned by t h e  p r o v i s i o n s  o f  
t h a t  s e c t i o n .
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7 . 1 7  E r roneoua  Payment* .  Ho payment mad* t o  S t a t a  
by a L a a i a h o ld  Mortgage# s h a l l  c o n s t i t u t a  aq reaman t  t h a t  auch 
payment was, in  f a c t ,  dua unda r  th a  t a r n s  o f  t h i s  Le a sa ;  and a 
Leaseho ld  Mortgagaa having  mada any payment t o  S t a t a  p u r s u an t  t o  
S t a t e ' s  w r o n g fu l ,  imprope r o r  m i s t a k en  n o t i c a  o r  demand s h a l l  ba 
e n t i t l e d  t o  the  r e t u r n  o f  any such payment o r  p o r t i o n  t h e r e o f  
p r o v i d e d  th e  Le a seho ld  Mor tgagee  s h a l l  have made demand t h e r e f o r e  
n o t  l a t e r  than one y e a r  a f t e r  th e  d a t e  o f  i t s  payment .

8 .  LESSEE'S INDEHNITY; LIAB IL ITY AMD CASUALTY INSURANCE
8 . 1  Indemn i ty .  S t a t e  s h a l l  h a v e  no r e s p o n s i b i l i t y  

o r  c o n t r o l  w i th  r e s p e c t  t o  any a s p e c t  o f  t h e  P r o p e r t y  o r  any 
a c t i v i t y  conducted t h e r e on  f rom and a f t e r  t h e  Commencement Date .  
Lessee  s h a l l  i ndemni fy  and sa ve  h a rm l e s s  S t a t e  f r om  any and a l l  
l i a b i l i t y ,  damage, expense ,  cause  o f  a c t i o n ,  s u i t s ,  c l a im s  o r
judgments by any re a son  wha t s o e v e r  cau sed ,  a r i s i n g  ou t  o f  th e  
use ,  o c c up a t i o n ,  and c o n t r o l  o f  t h e  P r o p e r t y  by L e s se e ,  i t s  
s u b l e s s e e s ,  i n v i t e e s ,  a g en t s ,  emp lo yees ,  l i c e n s e e s  o r  p e rm i t t e e s  
e x cep t  as  may a r i s e  s o l e l y  o u t  o f  t h e  w i l l f u l  o r  g r o s s l y
n e g l i g e n t  a c t  o f  S t a t e  o r  S t a t e ' s  a g en t s  o r  emp lo y e e s .  To the
e x t e n t  t h a t  R .C.W.  4 . 2 4 . 1 1 5  i s  a p p l i c a b l e  t o  any i n d e m n i f i c a t i o n  
p r o v i s i o n  o f  t h i s  Lease ,  S t a t e  and Le s see  a g r e e  t h a t  p r o v i s i o n  
s h a l l  no t r e q u i r e  Lessee t o  i ndemn i fy  and s a ve  S t a t e  h a rm le s s  
f rom S t a t e ' s  s o l e  o r  c o n c u r r e n t  n e g l i g e n c e ,  i f  an y .

8 . 2  A c q u i s i t i o n  o f  I n s u r a n c e  P o l i c i e s .  Le ssee
s h a l l ,  a t  i t s  s o l e  c o s t  and expense ,  p r o c u r e  and m a i n t a i n ,  o r  
cause t o  be p r o cu red  and ma in t a in ed  d u r i n g  t h e  e n t i r e  Term, the 
i n su ran ce  d e s c r i b e d  i n  t h i s  S e c t i o n  8 ( o r  i f  n o t  a v a i l a b l e ,  then 
i t s  a v a i l a b l e  e q u i v a l e n t ) ,  i s s u e d  by an i n s u r a n c e  company o r
companies l i c e n s e d  t o  do b u s i n e s s  i n  t h e  S t a t e  o f  Washington 
s a t i s f a c t o r y  t o  S t a t e  r e a s o n a b l y  c o v e r i n g  and p r o t e c t i n g  Le s see .

8 . 3  Types o f  R equ i r ed  I n s u r a n c e .  Lessee  s h a l l
p r o cu re  and m a in t a in  the  f o l l o w i n g :

(a )  Comprehens ive G e n e r a l  L i a b i l i t y  I n s u r a n c e .  
Comprehensive g e n e r a l  l i a b i l i t y  i n s u r a n c e  c o v e r i n g  a l l  c l a im s  
w i th  r e s p e c t  t o  i n j u r i e s  o r  damages t o  p e r s o n s  o r  p r o p e r t y
s u s t a i n e d  i n ,  o r  abou t t h e  P r o p e r t y  and t h e  P r o j e c t ,  and th e  
appu r tenances  t h e r e t o ,  i n c l u d i n g  th e  s i d e w a l k s  and a l l e yw a y s  
a d j a c e n t  t h e r e t o ,  w i th  l i m i t s  o f  l i a b i l i t y  (wh ich  l i m i t s  s h a l l  be 
a d j u s t e d  as p r o v id ed  i n  S e c t i o n  2 2 . 9  be l ow )  no l e s s  th an  the 
f o l l o w i n g :

B o d i l y  I n j u r y  and P r o p e r t y  Damage L i a b i l i t y  —  __________
M i l l i o n  D o l l a r s  ( 5 _____________________ ) each o c c u r r e n c e ,  _______________
M i l l i o n  D o l l a r s  ( $ _____________________ ) a g g r e g a t e .
Such l i m i t s  may be a ch i e v ed  th r ough  t h e  use  o f  um b re l l a
l i a b i l i t y  i n su r an ce  s u f f i c i e n t  t o  meet t h e  r e q u i r e m en t s  o f  t h i s  
S e c t i o n  8 f o r  t h e  P r o p e r t y  and P r o j e c t .

(b)  P h y s i c a l  P r o p e r t y  Damage I n s u r a n c e .
P h y s i c a l  damage in su rance  c o v e r i n g  a l l  r e a l  and p e r s o n a l  
p r o p e r t y ,  o t h e r  than the  p e r s o n a l  p r o p e r t y  o f  s u b t e n a n t s ,  l o c a t e d  
on o r  i n ,  o r  c o n s t i t u t i n g  a p a r t  o f ,  t h e  P r o p e r t y  ( i n c l u d i n g  bu t  
n o t  l im i t e d  t o  the  P r o j e c t )  i n  an amount e q u a l  t o  a t  l e a s t  one 
hundred p e r c e n t  (loot) o f  r e p l a c em en t  v a l u e  o f  a l l  such p r o p e r t y .  
Such i n su ran ce  s h a l l  a f f o r d  c o v e r ag e  f o r  damages r e s u l t i n g  f rom
( i )  f i r e ,  ( i i )  p e r i l s  c o ve r ed  by ex tended  c o v e r a g e  i n su ran ce  as 
embraced i n  t h e  S t anda rd  Bureau fo rm  used  i n  t h e  S t a t e  o f
Wash ington ,  ( i i i )  e x p l o s i o n  o f  s team and p r e s s u r e  b o i l e r s  and 
s i m i l a r  a p p a r a tu s  l o c a t e d  i n  t h e  P r o j e c t ,  ( i v )  e a r t h qu a k e  o r  th e  
s h i f t i n g  o r  moving o f  t h e  e a r t h ,  and ( v )  f l o o d  damage i f  th e  
P r o p e r t y  i s  l o c a t e d  w i t h i n  a f l o o d  p l a i n .  L e s s e e  s h a l l  n o t  be 
r e q u i r e d  t o  m a in t a in  i n su r an ce  f o r  war r i s k s ;  p r o v i d e d ,  however ,
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if L o « s e a  s h all o b t a i n  a n y  such coverage, then, for as  long as 
s u c h  i n s u r a n c a  is m a i n t a i n e d  by Lessee, S t a t a  s h a l l  b a  a n t i t l a d  
to  tha b e n e f i t s  of: (i) tha first s a n t e n c e  of  S a c t i o n  8.4 balovj 
a n d  (ii) S e c t i o n  8.4(c) balow.

( c )  B u i l d e r ' s  R i s k  I n s u r a n c e .  C on t in g en t  
l i a b i l i t y  and b u i l d e r ' s  a l l  r i s k  i n s u r a n c a  i n  an amount 
r e a s o n a b l y  s a t i s f a c t o r y  t o  S t a t a  d u r i n g  c o n s t r u c t i o n  o f  the 
P r o j e c t  and d u r i n g  any subsequen t  r e s t o r a t i o n s ,  a l t e r a t i o n s  o r  
changes  in  the  P r o j e c t  t h a t  may be made by L e s s e e  a t  a c o s t  in 
e x c e s s  o f  F i f t y  Thousand D o l l a r s  ( $ 5 0 , 0 0 0 )  p e r  j o b  ( a d j u s t e d  
e v e r y  f i f t h  A n n i v e r s a r y  Date du r i n g  the Term a s  p r o v i d e d  in 
S e c t i o n  2 2 . 9  b e l ow ) .

( d )  Wo rkmen 's  C o m p e n s a t i o n  I n s u r a n c e .
Workmen's compensa t ion  and em p lo y e r ' s  l i a b i l i t y  i n s u r a n c e  wi th  
r e s p e c t  t o  any work by emp loyees  o f  Le s s e e  on o r  abou t  th e  
P r o p e r t y .

8 . 4  Terms o f  I n s u r a n c e .  The p o l i c i e s  r e q u i r e d  unde r 
S e c t i o n  8 . 3  above ,  s h a l l  name S t a t e  as  a d d i t i o n a l  i n s u r e d  and 
Le s see  s h a l l  p r o v i d e  p r om p t l y  t o  S t a t e  c e r t i f i c a t e s  o f  i n su rance  
and c o p i e s  o f  p o l i c i e s  o b t a i n e d  by Lessee  h e r e u n d e r .  F u r t h e r ,  
a l l  p o l i c i e s  o f  i n s u r a n c e  d e s c r i b e d  in S e c t i o n  8 . 3  ab o v e ,  s h a l l :

( a )  Be w r i t t e n  as p r im a r y  p o l i c i e s  no t  
c o n t r i b u t i n g  w i th  and n o t  i n  exces s  o f  c o v e r a g e  t h a t  S t a t e  may 
c a r r y .

(b )  C on t a i n  an endor sement p r o v i d i n g  t h a t  such 
i n s u r a n c e  may n o t  be m a t e r i a l l y  changed,  amended o r  c a n c e l e d  with  
r e s p e c t  t o  S t a t e  o r  t h e  T r u s t e e  o f  I n s u r a n c e  e x c e p t  a f t e r  t h i r t y  
( 3 0 )  days  p r i o r  w r i t t e n  n o t i c e  f rom i n s u r a n c e  company t o  S t a t e .

( c )  C on t a in  an endo rsement c o n t a i n i n g  e x p re s s  
w a i v e r  o f  any r i g h t  o f  s u b r o g a t i o n  by t h e  i n s u r a n c e  company 
a g a i n s t  S t a t e ' s  e l e c t e d  o f f i c i a l s ,  agen t s  and em p lo y e e s .

(d)  P r o v i d e  t h a t  t h e  i n s u r a n c e  p r oce ed s  o f  
any l o s s  w i l l  be p a y ab l e  n o tw i t h s t a n d in g  any a c t  o r  n e g l i g e n c e  o f  
Le s s e e  which might o t h e rw i s e  r e s u l t  i n  a f o r f e i t u r e  o f  s a i d  
i n s u r a n c e .

( e )  E x p r e s s l y  p r o v i d e  t h a t  S t a t e  s h a l l  n o t  be 
r e q u i r e d  t o  g i v e  n o t i c e  o f  a c c i d e n t s  o r  c l a im s  and t h a t  S t a t e  
s h a l l  have no l i a b i l i t y  f o r  premiums.

( f )  P r o v i d e  t h a t  a l l  p r o c e e d s  s h a l l  be pa id
j o i n t l y  t o  S t a t e  and L e s s e e ,  o r  t o  the T r u s t e e  o f  I n s u r a n c e .

8 . 5  S t a t e ' s  A c q u i s i t i o n  o f  I n s u r a n c e .  I f  Le ssee  a t  
any t ime  d u r i n g  t h e  Term f a i l s  t o  p r o c u r e  o r  m a i n t a i n  such 
i n s u r a n c e  o r  t o  pay t h e  premiums t h e r e f o r e ,  S t a t e  s h a l l  have the 
r i g h t  t o  p r o c u r e  such s u b s t i t u t e  i n s u r a n c e  a s  S t a t e  deems 
a p p r o p r i a t e  ( bu t  s h a l l  be unde r no o b l i g a t i o n  t o  do so )  and t o  
pay  any and a l l  premiums t h e r e o n ,  and Lessee  s h a l l  pay t o  S t a t e  
upon demand th e  f u l l  amount so  pa id  and expended  by S t a t e ,
t o g e t h e r  w i th  i n t e r e s t  t h e r e o n  a t  th e  r a t e  p r o v i d e d  i n  S e c t i o n
2 2 . 7  b e l ow ,  f rom th e  d a t e  o f  such e x p e n d i t u r e  by S t a t e  u n t i l
r epayment t h e r e o f  by L e s s e e .  Any p o l i c i e s  o f  i n s u r a n c e  ob ta in e d  
by S t a t e  c o v e r i n g  p h y s i c a l  damage t o  th e  P r o p e r t y  o r  P r o j e c t  
s h a l l  c o n t a i n  a w a i v e r  o f  s u b r o g a t i o n  a g a i n s t  L e s s e e  i f  and t o  
t h e  e x t e n t  such w a iv e r  i s  o b t a i n a b l e  and i f  L e s s e e  pays  t o  S t a t e  
on demand the  a d d i t i o n a l  c o s t s ,  i f  any ,  i n c u r r e d  i n  o b t a i n i n g  
such w a i v e r .
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8 . 6  P r o c s sd s  and O th e r  Fund* H a ld  i n  T r u s t .  A i l  
p r o c e e d s  s h a l l  bo r o c o i v o d  by tho  T r u i t o o  o f  I n s u r a n c a ,  s h a l l  bo 
h e l d  i n  t r u s t ,  and,  excep t  aa p r o v i d e d  o t h e rw i s e  i n  S e c t i o n  8 . 7  
b e l ow ,  s h a l l  be a p p l i e d  in acco rdance  w i t h  t h e  p r o v i s i o n  o f  
S e c t i o n  11 b e l ow .

8 . 7  A p p l i c a t i o n  o f  P r o c e ed s  o f  P h y s i c a l  Damage 
I n s u r a n c e .  W i th  r e s p e c t  t o  any i n s u r a n c e  p o l i c i e s  a s  d e s c r i b e d  
in  S e c t i o n  8 . 3 ( b )  ( P h y s i c a l  P r o p e r t y  Damage I n s u r a n c e )  above ,  the 
a p p l i c a t i o n  o f  i n su r an ce  p roceeds  f r om damage o r  l o s s  t o  p r o p e r t y  
s h a l l  be d e t e rm in ed  in  acco rdance w i t h  S e c t i o n  11 be l ow  and,  in 
the  e v e n t  o f  any r e p a i r ,  r e p l a c emen t ,  r e s t o r a t i o n  o r  r e b u i l d i n g ,  
th e  T r u s t e e  o f  I n su r an ce  s h a l l  a p p l y  t h e  p r o c e e d s  o f  the 
i n s u r a n c e  c o l l e c t e d  t o  th e  c o s t  o f  such work upon c e r t i f i c a t e  o f  
p r o g r e s s  a n d / o r  c om p le t i o n  in  form s a t i s f a c t o r y  t o  s a i d  T ru s t e e  
by t h e  l i c e n s e d  a r c h i t e c t  o r  e n g in e e r  i n  ch a rg e  o f  t h e  wo rk .  Any 
amounts p a y a b l e  t o  Lessee o r  any a f f i l i a t e  o f  L e s s e e  f o r  work o r  
s e r v i c e s  p e r f o rm ed  o r  m a t e r i a l s  p r o v i d e d  as p a r t  o f  any such 
r e p a i r ,  r e p l a c em en t ,  r e s t o r a t i o n  o r  r e b u i l d i n g  s h a l l  no t  exceed 
c o m p e t i t i v e  r a t e s  f o r  such s e r v i c e s  o r  m a t e r i a l s  and Le s see  s h a l l  
upon r e q u e s t  o f  S t a t e ,  make a v a i l a b l e  t o  S t a t e  and i t s  
r e p r e s e n t a t i v e s  a t  S t a t e ' s  o f f i c e s  a l l  books  and r e c o r d s  o f  
L e s s e e  r e l a t i n g  t o  such work ,  s e r v i c e s  and m a t e r i a l s .

8 . 8  Powers and Du t i e s  o f  t h e  T r u s t e e  o f  I n s u r a n c e .
( a )  T r u s t e e .  The T r u s t e e  o f  I n s u r a n c e  s h a l l  

be an I n s t i t u t i o n a l  I n v e s t o r  d o ing  b u s i n e s s  i n  t h e  S t a t e  o f  
Wash ing ton  w i t h  a u t h o r i t y  t o  h o ld  escrow funds  and a c c e p t a b l e  t o  
S t a t e  and L e s s e e .  The T ru s t e e  s h a l l  r o t  be  a Leaseho ld  
M o r tgagee .  The T ru s t e e  s h a l l  r e t a i n  i n  t r u s t  a l l  p o l i c i e s  o f  
i n s u r a n c e  o r  c e r t i f i c a t e s  t h e r e o f  d e l i v e r e d  t o  i t  as h e r e i n  
p r o v i d e d  and s h a l l  no t p e rm i t  t h e  w i t h d r a w a l ,  t e rm i n a t i o n  o r  
d i s c o n t i n u a n c e  o f  any such p o l i c y  w i t h o u t  S t a t e ' s  c o n s e n t ^ a n d ,  
upon r e q u e s t ,  s h a l l  e x h i b i t  such p o l i c i e s  o r  c e r ^ f l H H j H k  t o  
S t a t e  o r  Lessee  o r  any a u t h o r i z e d  r e p r e s e n t a t i v e  o r
L e s s e e .  S a id  T r u s t e e  o f  I n su rance  s h a l l  r e c e i v e  i m ^ M ^ ^ H i n l y  
t h e  p r o c e e d s  o f  i n su ran ce  s p e c i f i c a l l y  r e l a t e d  t o  T C N P jH ^ & a l  
P r o p e r t y  Damage In su r an ce  d e s c r i b e d  i n  S e c t i o n  8 . 3  above and 
s h a l l  make d i s b u r s em en t s  t h e r e o f  a s  p r o v i d e d  i n  S e c t i o n  8 . 7  above 
and S e c t i o n  11 be low as d e t e rm in ed ,  when a p p l i c a b l e ,  in  
a c c o rd an ce  w i t h  S e c t i o n  8 . 7  above .  The T r u s t e e  o f  In su r an ce  
s h a l l  r e c o g n i z e  t h a t  one o f  the  p r im a r y  o b j e c t i v e s  o f  t h e  p a r t i e s  
i s  t o  i n s u r e  t h a t  d i sbu rsemen ts  o f  fund s  h e l d  by t h e  T r u s t e e  w i l l  
be p a i d  i n  a manner which w i l l  m i t i g a t e  t h e  i m p o s i t i o n  o f  l i e n s  
o r  encumbrances upon th e  P r o p e r t y  o r  t h e  P r o j e c t .  R e c e i p t  and 
d i s b u r s em en t  o f  o t h e r  t y p e s  o f  i n s u r a n c e  p r o c e e d s  may be 
u n d e r t a k e n  by t h e  T ru s t e e  upon w r i t t e n  ag reement  w i t h  S t a t e  and 
L e s s e e .

(b)  T r u s t e e ' s  L i a b i l i t y .  N e i t h e r  S t a t e  no r  
Lessee  s h a l l  h o l d  s a i d  T r u s t e e  l i a b l e  f o r  any m i s t a k e  o r  e r r o r  in  
judgment i n  t h e  d i s c h a r g e  o f  i t s  d u t i e s ,  bu t  t h e  T r u s t e e  s h a l l  be 
l i a b l e  o n l y  f o r  w i l l f u l  n e g l e c t  o r  b r e a c h  o f  d u t y ;  and s a i d  
T r u s t e e  s h a l l  n o t  be l i a b l e  o r  r e s p o n s i b l e  f o r  t h e  c o l l e c t i o n  o f  
any mon ie s o r  t h e  f a i l u r e  o r  r e f u s a l  o f  any i n s u r a n c e  company o r  
t h i r d  p e r s o n  o r  c o r p o r a t i o n  f rom whom money may be  due t o  a p p l y  
the  same, buc i t  s h a l l  be th e  d u ty  o f  such T r u s t e e ,  i n  case  o f  
f a i l u r e  o r  r e f u s a l  o f  any in su rance  company o r  t h i r d  pe r son  o r  
c o r p o r a t i o n  t o  pay any p o l i c i e s  o r  money due,  t o  u s e  a l l  p r o p e r  
and l e g a l  means in  c o n j u n c t i o n  and c o o p e r a t i o n  w i t h  S t a t e  and 
Le s see  t o  r e c o v e r  t h e  same hut a t  th e  expense o f  L e s s e e .

(c )  T r u s t e e ' s  Fees .  A l l  f e e s  and cha rges  o f  
such T r u s t e e  o f  I n s u ran ce  s h a l l  be p a i d  by L e s s e e .  T r u s t e e ' s  
f e e s  s h a l l  be based on i t s  then c u r r e n t  annua l  minimum f e e  p l u s  
o u t - o f - p o c k e t  expenses .  A d m in i s t r a t i v e  t im e  i s  t o  be charged a t  
t h e  t h e n  p r e v a i l i n g  h o u r l y  r a t e  f o r  such s e r v i c e .

20.



(d )  T r u s t e e ' *  H e rg o r .  I f  t h a  T r u a t a a  o f  
I n s u r a n c a  s h o u l d  marga i n t o  any o t h a r  I n s t i t u t i o n a l  I n v e s t o r  o r  
change i t s  c o r p o r a t e  name c r  shou ld  t r a n s f e r  i t s  t r u s t  b u s i n e s s  
t o  any o t h a r  I n s t i t u t i o n a l  I n v e s t o r ,  such s u c c e s s o r  i n s t i t u t i o n  
s h a l l  uuccaad t o  a l l  th e  powars ,  d u t i e s  and a u t h o r i t y  g i v e n  t o  
the  T r u s t e e  o f  I n s u r a n c e  h e r eu nd e r .

( a )  T r u s t e e ' s  S u c c e s s o r s .  The T r u s t e e  o f  
I n s u r a n c e  may r e s i g n  upon g i v i n g  t h i r t y  ( 3 0 )  days  n o t i c e  in  
w r i t i n g  t o  S t a t e  and Lessee o f  i t s  d e s i r e  t o  r e s i g n .  Upon 
r e c e i p t  o f  such w r i t t e n  n o t i c e ,  o r  i f  t h e  T r u s t e e  o f  I t . j u r a n c e  
named h e r e i n  r e f u s e s  t o  s e r v e ,  S t a t e  and Lessee  s h a l l  p r om p t l y  
m u t u a l l y  a g r e e  upon a s u c c e s s o r  o r  a l t e r n a t e  t r u s t e e  and ,  i n  th e  
e v en t  *:hey a r e  u n a b l e  t o  ag ree  upon a s u c c e s s o r  o r  a l t e r n a t e  
t r u s t e e  d u r i n q  t h e  s a i d  t h i r t y  ( 3 0 )  days ,  e i t h e r  S t a t e  o r  Lessee 
may a p p l y  t o  t h e  P r e s i d i n g  Judge o f  t h e  S u p e r i o r  C o u r t  o f  the 
S t a t e  o f  Wash ing ton  f o r  T hu r s t o n  County ,  t o  name a s u c c e s s o r  o r  
a l t e r n a t e  t r u s t e e  who s h a l l  be an I n s t i t u t i o n a l  I n v e s t o r  as 
d e f i n e d  i n  S e c t i o n  7 . 3  above .  The appo in tment  o f  such s u c c e s s o r  
o r  a l t e r n a t e  t r u s t e e  by s a i d  Judge in  a c co rd an ce  h e r e w i t h  s h a l l  
be b i n d i n g  upon b o th  S t a t e  and Lessee ,  and such s u c c e s s o r  o r  
a l t e r n a t e  t r u s t e e  s h a l l  be e n t i t l e d  t o  r e c e i v e  f r om th e  f o rm e r  
T r u s t e e  a l l  s e c u r i t i e s  o r  monies o r  p o l i c i e s  h e l d  by i t  and s h a l l  
be v e s t e d  w i t h  a l l  t h e  r i g h t s  and powers h e r e i n  c o n f e r r e d  upon 
the  T r u s t e e  h e r e i n  o r i g i n a l l y  a ppo in t ed .

( f )  I n ve s tm en t  o f  P r o c e e d s .  The T r u s t e e  o f  
I n s u r a n c e  s h a l l  i n v e s t  any i n su rance  p r o c e ed s  r e c e i v e d  as 
d i r e c t e d  i n  w r i t i n g  j o i n t l y  by s t a t e  and L e s s e e ;  p r o v i d e d ,  
however ,  i f  S t a t e  and Lessee  canno t  ag ree  t o  t h e  i n v e s tm e n t s  t o  
be made, t h e  T r u s t e e  o f  I n s u r a n c e  may i n v e s t  such fund s  i n  one o r  
more o f  t h e  f o l l o w i n g  t y p e s  o f  bonds and s e c u r i t i e s :

( i )  B i l l s ,  c e r t i f i c a t e s ,  n o t e s  o r  bonds
o f  t h e  U n i t e d  S t a t e s ;

( i i )  O th e r  o b l i g a t i o n s  o f  t h e  Un i t ed  
S t a t e s  o r  i t s  a g e n c i e s ;

( i i i )  O b l i g a t i o n s  o f  any c o r p o r a t i o n  w h o l l y  
owned by t h e  gove rnmen t o f  t h e  Un i t ed  S t a t e s ;

( i v )  I ndeb tednes s  o f  t h e  F e d e r a l  N a t i o n a l  
Mortgage A s s o c i a t i o n ;  and

( v )  Time d e p o s i t s  f u l l y  i n s u r e d  by the 
F e d e r a l  D e p o s i t  I n s u r a n c e  C o r p o r a t i o n  i n  commerc ia l  b ank s .
I n  making i n v e s tm en t s  i n  one o r  more o f  t h e  s a i d  t y p e s  o f  bonds 
and s e c u r i t i e s ,  t h e  T r u s t e e  o f  I n su r an ce  s h a l l  be m i n d f u l  o f  th e  
p r o b a b l e  n e c e s s i t y  o f  payments f rom t ime t o  t ime  o f  p o r t i o n s  o f  
t h e  i n s u r a n c e  p r o c e ed s  and s h a l l  s e l e c t  i n v e s tm en t s  w i th
a p p r o p r i a t e  m a t u r i t i e s .  Income f rom th e  i n v e s tm en t s  s h a l l  be 
t r e a t e d  a s  p a r t  o f  t h e  i n s u r a n c e  p roceeds  h e l d  by t h e  T r u s t e e  
o f  I n s u r a n c e .

8 . 9  I n s u r a n c e  S u r v e y o r .  The d e t e rm i n a t i o n s  r e q u i r e d
unde r  S e c t i o n  11 be low and t h i s  S e c t i o n  8 ,  s h a l l  be made by an 
i ndependen t  q u a l i f i e d  i n su r a n c e  s u r v e y o r  s e l e c t e d  by t h e  p a r t i e s ,  
whose d e c i s i o n  s h a l l  n o t  be s u b j e c t  t o  a r b i t r a t i o n .  I f  t h e  
p a r t i e s  c a n n o t  a g r e e  on t h e  i n s u r a n c e  s u r v e y o r  w i t h i n  t h i r t y  ( 3 0 )  
days  a f t e r  t h e  d a t e  o f  such damage o r  d e s t r u c t i o n ,  t h e n  t h e  same 
s h a l l  be a p p o i n t e d  by t h e  P r e s i d i n g  Judge o f  t h e  S u p e r i o r  Cou r t  
o f  T h u r s t o n  Coun ty ,  Wash ington  upon the a p p l i c a t i o n  o f  e i t h e r  
p a r t y .



9 . REPAIRS

9 . 1  A c c e p t a n c e  o f  P r o p e r t y .  L e s s e e  a c c e p t s  t h a
P r o p e r t y  a n d  a n y  i m p r o v e m e n t s  t h e r e o n  i n  t h e  c o n d i t i o n  t h e y  a r e  
I n  o n  t h e  d a t e  t h i s  L e a s e  i s  e x e c u t e d  w i t h o u t  t h a  o b l i g a t i o n  o f  
s t a t e  t o  m ake a n y  r e p a i r s ,  a d d i t i o n s  o r  i m p r o v e m e n t s  t h e r e t o .

9 . 2  S t a t e ' s  R e p a i r s .  S t a t a  s h a l l  n o t  b e  r e q u i r e d  o r  
o b l i g a t e d  t o  make a n y  c h a n g e s ,  a l t e r a t i o n s ,  a d d i t i o n s ,
i m p r o v e m e n t s ,  o r  r e p a i r s  i n ,  o n ,  o r  a b o u t  t h e  P r o p e r t y ,  o r  a n y  
p a r t  t h e r e o f ,  d u r i n g  t h e  T e rm  o f  t h i s  L e a s e  o r  a n y  e x t e n s i o n
t h e r e o f .

9 . 3  L e s s e o ' s  R e p a i r s  i  u  O p e r a t i o n .  A t  a l l  t i m e s

d u r i n g  t h e  T e r m  o f  t h i s  L e a s e  o r  a n y  e x t e r n '  in t h e r e o f ,  L e s s e e  
s h a l l  n e i t h e r  c o m m i t  n o r  s u f f e r  a n y  w a s t e  t o  t h e  P r o p e r t y  a n d  
s h a l l ,  a t  i t s  s o l e  c o s t  a n d  e x p e n s e ,  k e e p  a n d  m a i n t a i n  t h o
P r o p e r t y  a n d  a l l  i m p r o v e m e n t s  t h e r e o n  ( i n c l u d i n g  t h e  P r o j e c t )  
a n d  a l l  f a c i l i t i e s  a p p u r t e n a n t  t h e r e t o  i n  g o o d  o r d e r  a n d  r c - p a i r  
a n d  s a f e  c o n d i t i o n ,  a n d  t h e  w h o l e  o f  t h e  P r o p e r t y ,  i n c l u d i n g  a l l  
i m p r o v e m e n t s  ( i n c l u d i n g  t h e  P r o j e c t )  a n d  l a n d s c a p i n g ,  i n  a c l e a n ,  
s a n i t a r y  a n d  a t t r a c t i v e  c o n d i t i o n .  L e s s e e  s h a l l  m a k e  a n y  a n d  a l l  
a d d i t i o n s  t o  o r  a l t e r a t i o n s  o r  r e p a i r s  i n  a n d  a b o u t  t h e  P r o p e r t y  
w h i c h  m ay b e  r e q u i r e d  b y ,  a n d  s h a l l  o t h e r w i s e  o b s e r v e  a n d  c o m p l y  
w i t h ,  a l l  p u b l i c  l a w s ,  o r d i n a n c e s  a n d  r e g u l a t i o n s  w h i c h  f r o m  t i m e  
t o  t i m e  a r e  a p p l i c a b l e  t o  t h e  P r o p e r t y  a n d / o r  t h e  P r o j e c t .  A l l  
b u s i n e s s  o p e r a t i o n s  c o n d u c t e d  u p o n  t h e  P r o p e r t y  s h a l l  c o m p l y  w i t h  
a l l  a p p l i c a b l e  l a w s ,  s t a t u t e s  a n d  o r d i n a n c e s .  I n  n o  e v e n t  s h a l l  
L e s s e e  u n d e r t a k e  o r  s u f f e r  a n y  a c t i v i t y  t o  b e  c o n d u c t e d  u p o n  t h e  
P r o p e r t y  o r  w i t h i n  t h e  P r o j e c t  w h i c h  c o n s t i t u t e s  a n u i s a n c e ,  
w h i c h  i s  i m m o r a l  o r  o b s c e n e ,  o r  w h i c h  i s  a  t h r e a t  t o  t h e  w e l f a r e  
o f  t h e  g e n e r a l  p u b l i c .

9 . 4  C o n d i t i o n  a t  E n d  o f  L e a s e .  U p o n  v a c a t i n g  t h e
P r o p e r t y  o n  t h e  t e r m i n a t i o n  d a t e ,  L e s s a e  s h a l l  l e a v e  t n e  P r o p e r t y
a n d  a l l  i m p r o v e m e n t s  t h e r e o n  ( i n c l u d i n g  t h e  P r o j e c t )  i n  t h e  s t a t e  
o f  r e p a i r  a n d  c l e a n l i n e s s  r e q u i r e d  t o  b e  m a i n t a i n e d  b y  L e s s e e  
d u r i n g  t h e  T e r m  o f  t h i s  L e a s e  a n d  s h a l l  p e a c e a b l y  s u r r e n d e r  t h e  
sam e t o  S t a t e .  A t  t h e  o p t i o n  o f  S t a t e ,  L e s s e e  s h a l l  a t  i t s  s o l e
e x p e n s e  r e m o v e  a l l  i m p r o v e m e n t s  c o n s t r u c t e d  b y  L e s s e e  u p o n  t h e
P r o p e r t y  ( i n c l u d i n g  t h e  P r o j e c t )  a n d  r e t u r n  t h e  P r o p e r t y  t o  g r a d e  
l e v e l  f r e e  o f  a l l  d e b r i s .

1 0 .  Q U IE T  PO S S E S S IO N

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

1 1 .  DAMAGE OR DESTRUCTION

1 1 . 1  E f f e c t  o f  Dam age o r  D e s t r u c t i o n .

( a )  I n  t h e  e v e n t  o f  a n y  d a m a g e  t o  o r  
d e s t r u c t i o n  o f  t h e  P r o p e r t y  o r  a n y  i m p r o v e m e n t s  t h e r .  o n  f r o m  a n y  

c a u s e s  w h a t e v e r ,  L e s s e e  s h a l l  p r o m p t l y  g i v e  w r i t t e n  n o t i c e  
t h e r e o f  t o  S t a t e .  L e s s e e  s h a l l  p r o m p t l y  r e p a i r  o r  r e s t o r e  t h e  
P r o p e r t y  a s  n e a r l y  a s  p o s s i b l e  t o  i t s  c o n d i t i o n  i m m e d i a t e l y  p r i o r  
t o  s u c h  d a m a g e  o r  d e s t r u c t i o n  u n l e s s  S t a t e  a n d  L e s s e e  m u t u a l l y  
a g r e e  i n  w r i t i n g  t h a t  s u c h  r e p a i r  a n d  r e s t o r a t i o n  i s  n o t  
f e a s i b l e ,  i n  w h i c h  e v e n t  t h i s  L e a s e  s h a l l  t h e r e u p o n  t e r m i n a t e .  
A l l  s u c h  r e p a i r  a n d  r e s t o r a t i o n  s h a l l  b e  p e r f o r m e d  i n  a c c o r d a n c e  
w i t h  t h e  r e q u i r e m e n t s  o f  S e c t i o n  6 a b o v e .  L e s s e e ' s  d u t y  t o  
r e p a i r  a n y  d a m a g e  o r  d e s t r u c t i o n  o f  t h e  P r o p e r t y  o r  a n y
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I m p r o v e m e n t s  t h e r e o n  s h a l l  n o t  b e  c o n d i t i o n e d  u p o n  t h e  
a v a i l a b i l i t y  o f  a n y  i n e u r a n c e  p r o c e e d s  t o  L e s s e e  f r o m  w h i c h  t h e  
c o s t  o f  r e p a i r s  m ay b e  p a i d .  U n l e e e  t h i s  L e a s e  I s  s o  t e r m i n a t e d  
b y  m u t u a l  a g r e e m e n t ,  t h e r e  s h a l l  b e  n o  a b a t e m e n t  o r  r e d u c t i o n  i n  
R e n t  d u r i n g  s u c h  r e p a i r  a n d  r e s t o r a t i o n .  A n y  I n s u r a n c e  p r o c e e d s  
p a y a b l e  b y  r e a u o n  o f  s u c h  d a m a g e  o r  d e s t r u c t i o n  s n a i l  b e  m ad e
a v a i l a b l e  b y  t h e  T r u s t e e  o f  I n s u r a n c a  t o  p a y  t h e  c o s t  o f  s u c h
r e c o n s t r u c t i o n ?  p r o v i d e d ,  h o w e v e r ,  i n  t h e  e v e n t  L e s s e e  i s  i n  
d e f a u l t  u n d e r  t h e  t e r m s  o f  t h i s  L e a s e  a t  t h e  t i r e  a u c h  d a m a g e  o r  
d e s t r u c t i o n  o c c u r s ,  S t a t e  m ay e l e c t  t o  t e r m i n a t e  t h i s  L e a s e  a n d  
S t a t e  s h a l l  t h e r e a f t e r  h a v e  t h e  r i g h t  t o  r e t a i n  a l l  i n s u r a n c e  

p r o c e e d s  p a y a b l e  a s  a r e s u l t  o f  s u c h  d a m a g e  o r  d e s t r u c t i o n .  
F u n d s  h e l d  b y  t h e  T r u s t e e  o f  I n s u r a n c e  i n  e x c e s s  o f  t h a  c o s t  o f  
s u c h  r e c o n s t r u c t i o n  s h a l l  b e  p a i d  t o  S t a t e  a n d  L e s s e e  p r o - r a t a  
b a s e d  u p o n  t h e  u n e x p i r e c i  t e r m  o f  t h i s  L e a s e ,  w i t h  L e s s e e  
r e c e i v i n g  t h e  f r a c t i o n  t h e r e o f  w h i c h  i s  e q u a l  t o  t h e  t h e n  
r e m a i n i n g  t e r m  d i v i d e d  b y  t h e  o r i g i n a l  t e r m  o f  t h i s  L e a s e ,  a n d  
S t a t e  r e c e i v i n g  t h e  r e m a i n d e r ;  p r o v i d e d ,  h o w e v e r ,  S t a t e  s h a l l  
h a v e  a l i e n  o n  L e s s e e ' s  s h a r e  o f  s u c h  p r o c e e d s  t o  t h e  e x t e n t  
L e s s e e  h a s  f a i l e d  t o  p a y  a n y  m o n i e s  t o  S t a t e  u n d e r  t h e  t e r m s  o f  
t h i s  L e a s e .

( b )  I n  t h e  e v e n t  s u c h  d a m a g e  o r  d e s t r u c t i o n
o c c u r s  w i t h i n  t h e  l a s t  t e n  ( 1 0 )  y e a r s  o f  t h e  t e r m  o f  t h i s  I . e a s e ,
a n d  i f  s u c h  d a m a g e  o r  d e s t r u c t i o n  c a n n o t  h e  s u b s t a n t i a l l y  
r e p a i r e d  w i t h i n  o n e  h u n d r e d  e i g h t y  ( 1 8 0 )  d a y s ,  e i t h e r  S t a t e  o r  
L e s s e e  m ay e l e c t  b y  w r i t t e n  n o t i c e  t o  t h e  o t h e r ,  w i t h i n  n i n e t y  
( 9 0 )  d a y s  a f t e r  t h e  d a t e  o f  s u c h  d a m a g e  o r  d e s t r u c t i o n ,  t o  
t e r m i n a t e  t h i s  L e a s e .  I f  n e i t h e r  S t a t e  n o r  L e s s e e  e l e c t  t o  

t e r m i n a t e  t h i s  L e a s e ,  L e s s e e  s h a l l  r e p a i r  o r  r e s t o r e  t h e  P r o p e r t y  
a s  n e a r l y  a s  p o s s i b l e  t o  i t s  c o n d i t i o n  i m m e d i a t e l y  p r i o r  t o  s u c h  
d a m a g e  o r  d e s t r u c t i o n  o r  c o n s t r u c t  t h e r e o n  s u c h  o t h e r  
i m p r o v e m e n t s  a s  m ay b e a p p r o v e d  b y  S t a t e  s u b j e c t  t o  t h e  
p r e v i s i o n s  o f  S e c t i o n  1 1 . 1 ( a )  a b o v e .  I n  t h e  e v e n t  S t a t e  o r
L e s s e e  e l e c t s  t o  t e r m i n a t e  t h i s  L e a s e ,  t h e  T e r m  o f  t h i s  L e a s e  
s h a l l  t e r m i n a t e  o n e  h u n d r e d  t w e n t y  ( 1 2 0 )  d a y s  a f t e r  t h e  d a t e  o f  
s u c h  d a m a g e  o r  d e s t r u c t i o n .  A n y  i n s u r a n c e  p r o c e e d s  p a y a b l e  s h a l l  
b e  a l l o c a t e d  b e t w e e n  S t a t e  a n d  L e s s e e  p r o - r a t a  b a s e d  u p o n  t h e  

u n e x p i r e d  t e r m  o f  t h i s  L e a s e  a s  s p e c i f i e d  i n  S e c t i o n  1 1 . 1  (a*,
a b o v e  a n d ,  s u b j e c t  t o  S t a t e ' s  c l a i m  a g a i n s t  L e s s e e ' s  s h a r e  o f  
s u c h  p r o c e e d s  i n  a n  a m o u n t  e q u a l  t o  s u m s  d u e  f r o m  L e s s e e  
h e r e u n d e r .  I n  t h e  e v e n t  L e s s e e  e l e c t s  t o  r e s t o r e  t h e  P r o p e r t y ,  
a n d  S t a t e  d o e s  n o t  t e r m i n a t e  t h i s  L e a s e ,  a n y  i n s u r a n c e  p r o c e e d s  
p a y a b l e  b y  r e a s o n  o f  s u c h  d a m a g e  o r  d e s t r u c t i o n  s h a l l  b e  m a d e  
a v a i l a b l e  t o  L e s s e e  t o  p a y  t h e  c o s t s  o f  s u c h  r e c o n s t r u c t i o n  a n d  
a n y  f u n d s  r e m a i n i n g  s h a l l  b e  a l l o c a t e d  b e t w e e n  S t a t e  a n d  L e s s e e
a s  s t a t e d  i n  S e c t i o n  1 1 . 1 ( a )  a b o v e .

1 2 .  CONDEMNATION

1 2 . 1  D e f i n i t i o n s .

( a )  T o t a l  T a k i n g .  T h e  t e r m  " t o t a l  t a k i n g , "
a s  u s e d  i n  t h i s  L e a s e ,  m e a n s  t h e  t a k i n g  o f  t h e  e n t i r e  P r o p e r t y
a n d  a n y  i m p r o v e m e n t s  t h e r e o n  u n d e r  t h e  p o w e r  o f  E m i n e n t  D o m a in
e i t h e r  b y  j u d g m e n t  o r  s e t t l e m e n t  i n  l i e u  o f  j u d g m e n t ,  o r  t h e  
t a k i n g  o f  s o  m uch o f  t h e  P r o p e r t y  a n d  i m p r o v e m e n t s  a s  t o  p r e v e n t  
t h e  u s e  t h e r e o f  b y  L e s s e e  o r  r e n d e r  t h e  P r o p e r t y  c o m m e r c i a l l y  
i m p o s s i b l e  t o  o p e r a t e  f o r  t h e  u s e s  a n d  p u r p o s e s  h e r e i n a b o v e  
p r o v i d e d .  I n  t h e  e v e n t  o f  a d i s p u t e  b e t w e e n  S t a t e  a n d  L e s s e e  a s  
t o  w h e t h e r  s o  much o f  t h e  P r o p e r t y  a n d  i m p r o v e m e n t s  t h e r e o n  h a v e  
b e e n  t a k e n  a s  t o  p r e v e n t  t h e  u s e  o r  r e n d e r  i m p o s s i b l e  t h e  
c o m m e r c i a l  o p e r a t i o n  t h e r e o f  b y  L e s s e e ,  S t a t e  a n d  L e s s e e  a g r e e  
t h a t  t h e  i s s u e  s h a l l  b e  s u b m i t t e d  t o  D i n d i n g  a r b i t r a t i o n  a s  
p r o v i d e d  i n  S e c t i o n  14 b e l o w .



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

( c l  V o l u n t e e r  C o n v e y a n c - a .  T h e  t e r m a  " ' t o t a l  
t a k i n g "  a n d  " p a r t i a l  t a k i n g "  s h a l l  i n c l u d e  a v o l u n t a r y  c o n v e y a n c e  
t o  a n y  a g e n c y ,  a u t h o r i t y ,  p u b l i c  u t i l i t y ,  p e r s o n  o r  c o r p o r a t e  
e n t i t y  e m p o w e r e d  t o  c o n d e m n  p r o p e r t y  i n  l i e u  o f  f o r m a l  c o u r t  
p r o c e e d i n g s .

( d )  D a t e  o f  T a k i n g .  T h e  t e r m  " d a t e  o r
t a k i n g "  s h a l l  m e a n  t h e  d a t e  u p o n  w h i c h  t i t l e  t o  t h e  P r o p e r t y  o r  
a p o r t i o n  t h e r e o f  p a s s e s  t o  a n d  v e s t s  i n  t h u  c o n d e m n o r  o r  t h e  
e f f e c t i v e  d a t e  o f  a n y  o r d e r  f o r  p o s s e s s i o n  i f  i s s u e d  p r i o r  t o  t h e  
d a t e  t i t l e  v e s t s  i n  t h e  c o n d e m n o r .

1 2 . 2  E f f e c t  o f  T a k i n g .  I f  d u r i n g  t h e  T e r m  h e r e o f  
t h e r e  s h a l l  b o  a t o t a l  t a k i n g  u n d e r  t h e  p o w e r  o f  E m i n e n t  D o m a i n ,  
t h e n  t h e  l e a s e h o l d  e s t a t e  o f  l e s s e e  i n  a n d  t o  t h e  P r o p e r t y  s h a l l  
c e a s e  a n d  t e r m i n a t e  a s  o f  t h e  d a t e  o f  t a k i n g .  I I  t h i s  L e a s e  i s  
s o  t e r m i n a t e d ,  a l l  r e n t a l s  a n d  o t h e r  c h a r g e s  p a y a b l e  b y  L e s s e e  t o  
S t a t e  h e r e u n d e r  s h a l l  b e  p a i d  b y  L e s s e e  u p  t o  t h e  d a t e  o f  t a k i n g  
b y  t h e  c o n d e m n o r ,  a n d  t h e  p a r t i e s  t h e r e u p o n  s h a l l  b e  r e l e a s e d  
f r o m  a l l  f u r t h e r  l i a b i l i t y  i n  r e l a t i o n  t h e r e t o .

1 2 . 3  A l l o c a t i o n  o f  A w a r d .  A n y  a w a r d  o r  p a y m e n t  m ad e 
i n  r e s p e c t  t o  a  t o t a l  t a k i n g  s h a l l  b e  a l l o c a t e d  b e t w e e n  S t a t e  
a n d  L e s s e e  a s  f o l l o w s :

( a )  T o t a l  T a k i n g .

( i )  L e s s e e  s h a l l  r e c e i v e  t h a t  p o r t i o n  o f
t h e  a w a r d  w h i c h  i s  e q u a l  t o  a i l  s u m s  s o  p a i d  a t t r i b u t a b l e  t o  t h e
t a k i n g  o f  t h e  i m p r o v e m e n t s  m ade b y  L e s s e e  u p o n  t h e  P r o p e r t y  a s  
d e s c r i b e d  i n  S e c t i o n  1 2 . 3 ( b )  b e l o w ,  m u l t i p l i e d  b y  a f r a c t i o n ,

t h e  n u m e r a t o r  o f  w h i c h  i s  t h e  n u m b e r  o f  y e a r s  r e m a i n i n g ,  a s  o f  
t h e  d a t e  o f  t h e  t a k i n g ,  i n  t h e  o r i g i n a l  t e r m  o f  t h i s  L e a s e ,  a n d  
t h e  d e n o m i n a t o r  o f  w h i c h  i s  t h e  n u m b e r  o f  t h e  y e a r s  r e m a i n i n g  a s  
o f  t h e  d a t e  o f  c o m p l e t i o n  o f  s u c h  i m p r o v e m e n t s  i n  t h e  o r i g i n a l  
T e r m  o f  t h i s  L e a s e .  I n  t h e  e v e n t  t h a t  t h e  i m p r o v e m e n t s  s h a l l  
h a v e  b e e n  c o m p l e t e d  i n  m o r e  t h a n  o n e  ( 1 )  y e a r ,  t h e  a m o u n t  o f  
L e s s e e ' s  a w a r d  s h a l l  b e  c o m p u t e d  s e p a r a t e l y  w i t h  r e s p e c t  t o  e a c h  
s u c h  w o r k  o f  i m p r o v e m e n t .

( i i )  I f  t h e  p o r t i o n  o f  t h e  a w a r d
a t t r i b u t a b l e  t o  t h e  t a k i n g  o f  t h e  i m p r o v e m e n t s  i s  n o t  d e t e r m i n e d  
a t  t h e  t i m e  t h e  p a y m e n t  o r  a w a r d  i s  m a d e ,  t h e  p o r t i o n  o f  t h e  
a w a r d  a t t r i b u t a b l e  t o  t h e  t a k i n g  c f  t h e  i m p r o v e m e n t s  s h a l l  b e  
t h a t  p o r t i o n  o f  t h e  a w a r d  a s  t h e  v a l u e  o f  t h e  i m p r o v e m e n t s  made 
u p o n  t h e  P r o p e r t y  b e a r  t o  t h e  t o t a l  v a l u e  o f  t h e  P r o p e r t y  a s  
i m p r o v e d  w h i c h  h a s  b e e n  t a k e n .  T h e s e  a m o u n t s  s h a l l  b e  d e t e r m i n e d  
b y  a q u a l i f i e d  r e a l  e s t a t e  a p p r a i s e r  ( a s  d e f i n e d  i n  S e c t i o n  14
b e l o w )  m u t u a l l y  s e l e c t e d  b y  S t a t e  a n d  L e s s e e .

( i i i )  T h e  b a l a n c e  o f  t h e  a w a r d  o r  p a y m e n t  
a f t e r  d e d u c t i n g  t h e  a b o v e  s um s  s h a l l  b e  p a i d  t o  S t a t e .

( o )  P a r t i a l  T a k i n g .

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



13. ASSIGNMENT

1 3 . 1  A * « l g n n « n t .  E x c e p t  a s  p r o v i d e d  I n  S e c t i o n  7 
a b o v e , L e a a e e  s h a l l  n c c  h y p o t h t c a t e ,  m o r t g a g e ,  a a a l g n ,  t r a n e f e r  
o r  o t h a r v l a a  a l l o n a t a  t h i s  L a a a a ,  o r  a n y  i n t e r e s t  t h a r a i n  o r  
s u b l a t  a l l  o r  s u b s t a n t i a l l y  a l l  t h a  P r o p a r t y  o r  s p a c a  w i t h i n  t h a  
i m p r o v e m e n t s  c o n a t r u c t a d  t h a r e o n  t o  a a i n o l a  a u b l e s a c a ,  w i t h o u t  

t h a  p r i o r  w r i t t e n  c o n s e n t  o f  S t a t a .  I n  g r a n t i n g  s u c h  c o n s e n t ,  
S t a t e  s n a i l  b a  e n t i t l e d  t o  c o n s i d e r ,  a m o n g  o t h a r  i t a m n ,  t h e  
p r o p o s e d  a s s i g n e e ' s  f i n a n c i a l  c o n d i t i o n ,  b u s i n e s s  r e p u t a t i o n ,  
n a t u r e  o f  t h e  p r o p o s e d  a s s i g n e e ' s  b u s i n e s s  a n d  s u c h  o t h a r  f a c t o r s  
a s  m ay r e a s o n a b l y  b e a r  u p o n  t h a  s u i t a b i l i t y  o f  t h e  a s s i g n e e  a s  a 
l e s s e e  o f  t h e  P r o p e r t y ,  I f  L e s s e e  i s  a c o r p o r a t i o n ,  p a r t n e r s h i p  
o r  o t h e r  a s s o c i a t i o n ,  ( i )  t h e  t r a n s f e r  o f  m o r e  t h a n  f i f t y  p e r c e n t  
(5 0 % )  o f  t h e  o w n e r s h i p  i n t e r e s t  i n  s u c h  e n t i t y ,  o r  ( i i )  t h e  s a l e  
o f  a l l  o r  s u b s t a n t i a l l y  a l l  o f  t h e  a s s e t s  o f  s u c h  L e s s e e  s h a l l  b a  
d e e m e d  t o  c o n s t i t u t e  a n  " a s s i g n m e n t "  o f  t h i s  L e a s e  w h i c h  
r e q u i r e s  a p p r o v a l  o f  S t a t e .  T h e  c o n s e n t  o f  S t a t e  t o  a n y  o n e  
a s s i g n m e n t  s h a l l  n o t  c o n s t i t u t e  a w a i v e r  o f  S t a t e ' s  r i g h t  t o  
a p p r o v e  s u b s e q u e n t  a s s i g n m e n t s ,  n o r  s h a l l  c o n s e n t  o f  s t a t e  t o  a n y  
o n e  a s s i g n m e n t  r e l i e v e  a n y  p a r t y  p r e v i o u s l y  l i a b l e  a s  L e s s e e  f r o m  
a n y  o b l i g a t i o n s  u n d e r  t h i s  L e a s e .  T h e  a c c e p t a n c e  b y  S t a t e  o f  t h e  
p a y m e n t  o f  R e n t  f o l l o w i n g  a n  a s s i g n m e n t  s h a l l  n o t  c o n s t i t u t e  
c o n s e n t  t o  a n y  a s s i g n m e n t ,  a n d  S t a t e ' s  c o n s e n t  s h a l l  b e  e v i d e n c e d  
o n l y  i n  w r i t i n g .

1 3 . 2  R i g h t  t o  S u b l e t .  E x c e p t  a s  p r o v i d e d  i n  S e c t i o n
1 3 . 1  a b o v e ,  L e s s e e  s h a l l  h a v e  t h e  r i g h t  t o  s u b l e t  a n y  p a r t  o r  
p a r t s  o f  t h e  P r o p e r t y  o r  P r o j e c t ,  o r  b o t h ,  a n d  t o  a s s i g n ,  
e n c u m b e r  o r  r e n e w  a n y  s u b l e a s e  s o  l o n g  a s :

( a )  E a c h  s u b l e a s e  s h a l l  c o n t a i n  a p r o v i s i o n
s a t i s f a c t o r y  t o  S t a t e  a n d  t o  e a c h  L e a s e h o l d  M o r t g a g e e  h a v i n g  a n  
i n t e r e s t  a t  t h e  t i m e  t h e  s u b l e a s e  i s  e x e c u t e d ,  r e q u i r i n g  t h e  
s u b l e s s e e  t o  a t t o r n  t o  S t a t e ,  o r  i n  t h e  e v e n t  o f  a n y  p r o c e e d i n g  
t o  f o r e c l o s e  a n y  L e a s e h o l d  M o r t g a g e ,  t o  t h e  L e a s e h o l d  M o r t g a g e e ,  

o r  a n y  p e r s o n  d e s i g n a t e d  i n  a n o t i c e  f r o m  t h e  L e a s e h o l d
M o r t g a g e e ,  i f  L e s s e e  d e f a u l t s  u n d e r  t h i s  L e a s e  a n d  i f  t h e  
s u b l e s s e e  i s  n o t i f i e d  o f  L e s s e e ' s  d e f a u l t  a n d  i n s t r u c t e d  t o  m a k e  
s u b l e s s e e ' s  r e n t a l  p a y m e n t s  t o  S t a t e  o r  L e a s e h o l d  M o r t g a g e e  o r  
d e s i g n a t e d  p e r s o n  a s  p r o v i d e d  i n  t h i s  S e c t i o n  1 3 . 2 ( a ) .

( b )  L e s s e e  s h a l l  p r o m p t l y  a f t e r  e x e c u t i o n  o f  
e a c h  s u b l e a s e ,  f u r n i s h  S t a t e  a t r u e  c o p y  t h e r e o f .

( c )  L e s s e e  s h a l l  n o t  a c c e p t  d i r e c t l y  o r  
i n d i r e c t l y  m o r e  t h a n  t h r e e  ( 3 )  m o n t h s '  p r e p a i d  r e n t  f r o m  a n y  
s u b l e s s e e .

( d )  E a c h  s u b l e a s e  i s  e x p r e s s l y  s u b o r d i n a t e  t o
t h e  i n t e r e s t s  a n d  r i g h t s  o f  S t a t e  i n  t h e  P r o p e r t y  a n d  u n d e r  t h i s

L e a s e ,  a n d  r e q u i r e s  t h e  s u b l e s s e e  t o  t a k e  n o  a c t i o n  i n  
c o n t r a v e n t i o n  o f  t h e  t e r m s  o f  t h i s  L e a s e .

( e )  E a c h  s u b l e a s e  i s  o f  a d u r a t i o n  l e s s  t h a n  
t h e  T e r m  o f  t h i s  L e a s e .

( f )  S u b j e c t  t o  t h e  r i g h t s  o f  a n y  L e a s e h o l d  
M o r t g a g e e ,  a s  a d d i t i o n a l  s e c u r i t y  f o r  t h e  p e r f o r m a n c e  o f  L e s s e e ' s  
o b l i g a t i o n s  h e r e u n d e r ,  L e s s e e  h e r e b y  g r a n t s  t o  S t a t e  a s e c u r i t y  
i n t e r e s t  i n  a n d  t o  a i l  o f  L e s s e e ' s  r i g h t  t o  r e c e i v e  a n y  r e n t a l s  

o r  o t h e r  p a y m e n t s  u n d e r  s u c h  s u b l e a s e s  a n d  t h i s  L e a s e  s h a l l  
c o n s t i t u t e  a s e c u r i t y  a g r e e m e n t  f o r  s u c h  p u r p o s e s  u n d e r  l a w s  o f  
t h e  S t a t e  o f  W a s h i n g t o n .  L e s s e e  s h a l l  e x e c u t e  s u c h  f i n a n c i n g  
s t a t e m e n t s  a s  m a y  b e  r e a s o n a b l y  r e q u i r e d  t o  p e r f e c t  s u c h  s e c u r i t y  
i n t e r e s t .



14. ARBITRATION

1 4 . 1  I s e u e e  S u b j e c t  t o  A r b i t r a t i o n .  A n y  c o n t r o v e r e y  
w h i c h  s h a l l  a r i s e  b e t w e e n  S t a t e  a n d  L e s s e e  r e g a r d i n g  t h e  
p r o v i s i o n s  h e r e o f  r e l a t i n g  t o  t h e  a m o u n t  o f  I n s u r a n c a  t o  be 
m a i n t a i n e d  b y  L e s s e e ,  t h e  a l l o c a t i o n  o f  a n y  c o n d e m n a t i o n  a w a r d ,
t h e  d e g r e e  o f  d a m a g e  o r  d e s t r u c t i o n  s u f f e r e d  b y  t h e  P r o j e c t  o r
a n y  m a t t e r  s p e c i f i c a l l y  m ade s u b j e c t  t o  a r b i t r a t i o n  i n  t h i s  L e a s e  
s h a l l  b e  s e t t l e d  b y  a r b i t r a t i o n .

1 4 . 2  A p p o i n t m e n t  o f  A r b i t r a t o r s .  S u c h  a r b i t r a t i o n  
s h a l l  b e  b e f o r e  o n e  ( 1 )  d i s i n t e r e s t e d  q u a l i f i e d  a r b i t r a t o r  i f  o n e  
c a n  b e  a g r e e d  u p o n ,  o t h e r w i s e  b e f o r e  t h r e e  ( 3 )  d i s i n t e r e s t e d  
q u a l i f i e d  a r b i t r a t o r s ,  o n e  n a m e d  b y  S t a t e ,  o n e  n a m e d  b y  L e s s e e ,  
a n d  c n e  b y  t h e  t w o  t h u s  c h o s e n ;  p r o v i d e d ,  t h a t  i f  s a i d  t w o  
a r b i t r a t o r s  c a n n o t  a g r e e  u p o n  a t h i r d  a r b i t r a t o r  w i t h i n  f i f t e e n  
( 1 5 )  d a y s ,  t h e n  s a i d  t h i r d  a r b i t r a t o r  s h a l l  b e  a p p o i n t e d  b y  t h e  
P r e s i d i n g  J u d g e  o f  T h u r s t o n  C o u n t y  S u p e r i o r  C o u r t  u p o n  m o t i o n  o f  
e i t h e r  S t a t e  o r  L e s s e e .  T h e  a p p o i n t m e n t  o f  a r b i t r a t o r s  s h a l l  b e
s i g n i f i e d  i n  w r i t i n g  b y  e a c h  p a r t y  t o  t h e  o t h e r .  I f  S t a t e  o r
L e s s e e  s h a l l  f a i l  t o  s o  a p p o i n t  a n  a r b i t r a t o r  f o r  a p e r i o d  o f  
t w e n t y - f i v e  ( 2 5 )  d a y s  a f t e r  w r i t t e n  n o t i c e  f r o m  t h e  o t h e r  p a r t y  
t o  m a k e  s u c h  a p p o i n t m e n t ,  t h e n  t h e  a r b i t r a t o r  a p p o i n t e d  b y  t h e  
p a r t y  n o t  i n  d e f a u l t  h e r e u n d e r  s h a l l  a p p o i n t  a s e c o n d  a r b i t r a t o r  
a n d  t h e  t w o  s o  a p p o i n t e d  s h a l l  a p p o i n t  a t h i r d  a r b i t r a t o r .  A 
" d i s i n t e r e s t e d  a r b i t r a t o r "  s h a l l  b e  a p e r s o n  w h o  s h a l l  n o t  h a v e  
d i r e c t  o r  i n d i r e c t  f i n a n c i a l  o r  o t h e r  i n t e r e s t  i n  t h e  d e c i s i o n s  
t o  b e  m a d e  b y  t h e  a r b i t r a t o r ( s )  a n d  w ho  s h a l l  n o t  b e  a n  o f f i c e r ,  
d i r e c t o r ,  e m p l o y e e ,  o r  a g e n t  o f  S t a t e  o r  L e s s e e .  I n  t h e  c a s e  o f  
a r b i t r a t i o n s  r e l a t i n g  t o  t h e  d e t e r m i n a t i o n  o f  v a l u e s  o f  r e a l  
p r o p e r t y ,  a q u a l i f i e d  a r b i t r a t o r  s h a l l  m e a n  a  r e a l  e s t a t e  
a p p r a i s e r  w h o  h a s  a  p r o f e s s i o n a l  d e s i g n a t i o n  a s  a n  " M A I "  o r  
" S R E A , "  o r  a  m e m b e r  o f  a s i m i l a r l y  r e c o g n i z e d  p r o f e s s i o n a l  
o r g a n i z a t i o n .  O t h e r w i s e ,  a q u a l i f i e d  a r b i t r a t o r  s h a l l  m e a n  a 
p e r s o n  g e n e r a l l y  f a m i l i a r  w i t h  t h e  s u b j e c t  m a t t e r  o f  t h e  
c o n t r o v e r s y .

1 4 . 3  A r b i t r a t i o n  P r o c e d u r e .  T h e  a r b i t r a t o r  o r  
a r b i t r a t o r s  s h a l l  d e t e r m i n e  t h e  c o n t r o v e r s y  i n  a c c o r d a n c e  w i t h  
t h e  l a w s  o f  t h e  S t a t e  o f  W a s h i n g t o n  a s  a p p l i e d  t o  t h e  f a c t s  f o u n d  
b y  a r b i t r a t o r ( s )  a n d  i n  a c c o r d a n c e  w i t h  t h e  r u l e s  o f  t h e  U n i f o r m  
A r b i t r a t i o n  A c t  a n d  t h e  A m e r i c a n  A r b i t r a t i o n  A s s o c i a t i o n .  T h e  
a r b i t r a t o r  o r  a r b i t r a t o r s  s h a l l  m a k e  a w a r d s  i n  s t r i c t  c o n f o r m i t y  
w i t h  s u c h  r u l e s  a n d  s h a l l  h a v e  n o  p o w e r  t o  d e p a r t  f r o m  o r  c h a n g e  

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

( 3 0 )  d a y s  a f t e r  a p p o i n t m e n t ,  a n d  s u c h  d e c i s i o n  s h a l l  b e  i n  
w r i t i n g  a n d  i n  d u p l i c a t e ,  o n e  c o u n t e r p a r t  t h e r e o f  t o  b e  d e l i v e r e d  
t o  e a c h  o f  t h e  p a r t i e s  h e r e t o .  T h e  a w a r d  o f  t h e  a r b i t r a t o r  o r  
a r b i t r a t o r s  s h a l l  b e  b i n d i n g ,  f i n a l  a n d  c o n c l u s i v e  o n  t h e  
p a r t i e s ,  a n d  j u d g m e n t  o n  s u c h  a w a r d  r e n d e r e d  m a y  b e  e n t e r e d  i n  
a n y  c o u r t  h a v i n g  j u r i s d i c t i o n  t h e r e o f .  F e e s  o f  t h e  a r b i t r a t o r  o r  
a r b i t r a t o r s  a n d  t h e  e x p a n s e s  i n c i d e n t  t o  t h e  p r o c e e d i n g s  s h a l l  b e  
b o r n e  e q u a l l y  b e t w e e n  s c a t e  a n d  L e s s e e .  F e e s  o f  t h e  r e s p e c t i v e  
c o u n s e l  e n g a g e d  b y  t h e  p a r t i e s ,  a n d  f e e s  o f  e x p e r t  w i t n e s s e s  o r  

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



15. INSOLVENCY

I f  a r e c e i v e r  o r  t r u s t e e  l a  a p p o i n t a d  t o  t a k a  p o a s a a a l o n  o f  a l l  
o r  a u b a t a n t l a l l y  a l l  o f  t h a  a a a a t a  o f  L e s s e e ;  o r  i f  a n y  a c t i o n  l a  
t a k e n  o r  s u f f e r e d  b y  L e s s e e  p u r s u a n t  t o  a n  i n s o l v e n c y ,  b a n k r u p t c y  
o r  r e o r g a n i z a t i o n  a c t ;  o r  i f  L e a s e e  m a k a B  a g e n e r a l  a s s i g n m e n t  
f o r  t h a  b e n e f i t  o f  i t s  c r e d i t o r s :  a n d  i f  s u c h  a p p o i n t m e n t ,  a c t i o n  
o r  a s s i g n m e n t  c o n t i n u e a  f o r  a p e r i o d  o f  t h i r t y  ( 3 0 )  d a y s ,  i t  
s h a l l ,  a t  S t a t e ' s  o p t i o n ,  c o n s t i t u t e  a d e f a u l t  b y  L e s s e e  a n d  
S t a t e  s h a l l  b e  e n t i t l e d  t o  t h e  r e m e d i e s  s e t  f o r t h  i n  S e c t i o n  16 
b e l o w ,  w h i c h  m ay b e  e x e r c i s e d  b y  S t a t e  w i t h o u t  p r i o r  n o t i c e  o r  
d e m a n d  u p o n  L e s s e e .

1 6 .  BREACH BY L E S S E E

1 6 . 1  B r e a c h  a n d  D e f a u l t .  I n  t h e  e v e n t  o f  a n y  b r e a c h  
o f  a n y  p r o v i s i o n  o f  t h i s  L e a s e  b y  L e s s e e ,  t h e  b r e a c h  s h a l l  b e  
d e e m e d  a d e f a u l t  e n t i t l i n g  S t a t e  t o  t h e  r e m e d i e s  s e t  f o r t h  i n  
t h i s  L e a s e  o r  o t h e r w i s e  a v a i l a b l e  a t  l a w ,  a f t e r  S t a t e  h a s  
d e l i v e r e d  t o  L e s s e e  n o t i c e  o f  t h e  a l l e g e d  b r e a c h  a n d  a d e m a n d  
t h a t  t h e  s a m e  b e  r e m e d i e d  i m m e d i a t e l y ;  p r o v i d e d  t h a t ,  i f  t h e  
b r e a c h  p e r t a i n s  t o  a m a t t e r  o t h e r  t h a n  t h e  p a y m e n t  o f  r e n t ,  
L e s s e e  s h a l l  n o t  b e  i n  d e f a u l t  a f t e r  r e c e i p t  o f  t h e  n o t i c e  i f  
L e s s e e  s h a l l  p r o m p t l y  c o m m e nc e  t o  c u r e  t h e  d e f a u l t  a n d  s h a l l  c u r e  
t h e  d e f a u l t  w i t h i n  f o r t y - f i v e  ( 4 5 )  d a y s  a f t e r  r e c e i p t  o f  t h e  
n o t i c e ,  o r  i f  t h e  b r e a c h  p e r t a i n s  t o  t h e  p a y m e n t  o f  r e n t  L e s s e e  
s h a l l  h a v e  f i f t e e n  ( 1 5 )  d a y s  a f t e r  r e c e i p t  o f  t h e  n o t i c e  t o  c u r e  
t h e  b r e a c h ;  p r o v i d e d ,  h o w e v e r ,  i f  s u c h  d e f a u l t  i s  n o n - m o n e t a r y  i n  
n a t u r e ,  a n d  a s  d e t e r m i n e d  b y  S t a t e ,  i s  n o t  r e a s o n a b l y  

s u s c e p t i b l e  o f  b e i n g  c u r e d  i n  s a i d  f o r t y - f i v e  ( 1 5 )  d a y s  ( l a c k  o f  
o r  f a i l u r e  t o  e x p e n d  f u n d s  n o t  t o  a d v e r s e l y  a f f e c t  t h e  
s u s c e p t i b i l i t y  o f  c u r e ) , L e s s e e  s h a l l  c o m m e n c e  t o  c u r e  s u c h  
d e f a u l t  w i t h i n  s a i d  p e r i o d  a n d  d i l i g e n t l y  p u r s u e  s u c h  a c t i o n  w i t h  
c o n t i n u i t y  t o  c o m p l e t i o n .  I f  a b r e a c h  h a s  b e e n  c u r e d  w i t h i n  t h e  
g r a c e  p e r i o d s  p e r m i t t e d  b y  t h i s  S e c t i o n  1 6 . 1 ,  i t  s h a l l  n o  l o n g e r  
c o n s t i t u t e  a d e f a u l t .

1 6 . 2  R i g h t  o f  R e - e n t r y .  I n  t h e  e v e n t  o f  a d e f a u l t ,  
S t a t e ,  i n  a d d i t i o n  t o  a n y  o t h e r  r i g h t s  o r  r e m e d i e s  t h a t  i t  m a y  
h a v e ,  s h a l l  h a v e  t h e  i m m e d i a t e  r i g h t  o f  r e - e n t r y .  S h o u l d  S t a t e  
e l e c t  t o  r e - e n t e r  o r  t a k e  p o s s e s s i o n  o f  t h e  P r o p e r t y ,  i t  m a y  
e i t h e r  t e r m i n a t e  t h i s  L e a s e ,  o r  f r o m  t i m e  t o  t i m e ,  w i t h o u t  
t e r m i n a t i n g  t h i s  L e a s e ,  r e l e t  t h e  P r o p e r t y ,  o r  a n y  p a r t  t h e r e o f  
f o r  t h e  a c c o u n t  a n d  i n  t h e  n am e o f  L e s s e e  o r  o t h e r w i s e ,  f o r  a n y  
s u c h  t e r m  o r  t e r m s  a n d  c o n d i t i o n s  a s  S t a t e  i n  i t s  s o l e  d i s c r e t i o n  
m a y  d e e m  a d v i s a b l e  w i t h  t h e  r i g h t  t o  c o m p l e t e  c o n s t r u c t i o n  o f  o r  
m a k e  a l t e r a t i o n s  a n d  r e p a i r s  t o  t h e  i m p r o v e m e n t s .  L e s s e e  s h a l l  
p a y  t o  S t a t e ,  a s  s o o n  a s  a s c e r t a i n e d ,  t h e  c o s t  a n d  e x p e n s e s
i n c u r r e d  i n  s u c h  r e l e t t i n g ,  c o m p l e t i o n  o f  c o n s t r u c t i o n ,  o r  i n  
m a k i n g  s u c h  a l t e r a t i o n s  a n d  r e p a i r s .  R e n t a l s  r e c e i v e d  b y  S t a t e  
f r o m  s u c h  r e l e t t i n g  s h a l l  b e  a p p l i e d :  F i r s t ,  t o  t h e  p a y m e n t  o f
a n y  i n d e b t e d n e s s ,  o t h e r  t h a n  R e n t ,  d u e  h e r e u n d e r  f r o m  L e s s e e  t o  

S t a t e ;  S e c o n d ,  t o  t h e  p a y m e n t  o f  R e n t  d u e  a n d  u n p a i d  h e r e u n d e r
a n d  t o  a n y  o t h e r  p a y m e n t s  r e q u i r e d  t o  b e  m ad e b y  t h e  L e s s e e
h e r e u n d e r  a n d  t h e  r e s i d u e ,  i f  a n y ,  s h a l l  b e  h e l d  b y  S t a t e  a n d  

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

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

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

p a i d  m o n t h l y .  A t  a n y  t i m e  a f t e r  s u c h  r e - e n t r y ,  w h e t h e r  o r  n o t  
S t a t e  s h a l l  h a v e  c o l l e c t e d  a n y  m o n t h l y  d e f i c i e n c i e s  a s  a f o r e s a i d ,  
S t a t e  s h a l l  b e  e n t i t l e d  t o  r e c o v e r  f r o m  L e s s e e  a n d  L e s s e e  s h a l l  
p a y  t o  S t a t e ,  o n  d e m a n d ,  a s  a n d  f o r  l i q u i d a t e d  a n d  a g r e e d  f i n a l  
d a m a g e s  f o r  L e s s e e ' s  d e f a u l t ,  a n  a m o u n t  e q u a l  t o  t h e  d i f f e r e n c e
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b e t w e e n  t h e  R e n t  a n d  a l l  a d d i t i o n a l  r e n t  r e s e r v e d  h e r e u n d e r ,  I f  
a n y ,  f o r  t h e  p e r i o d  t o  t h e  d a t e  u p o n  w h i c h  t h e  T e r n  w o u l d  h a v e  

e n d e d  b u t  f o r  t h e  d e f a u l t  o f  L e a s e e  a n d  t h e  t h e n  f a i r  a n d  
r e a s o n a b l e  r e n t a l  v a l u e  o f  t h e  P r o p e r t y  f o r  t h e  s a n e  p e r i o d .  
N o t h i n g  c o n t a i n e d  h e r e i n  s h a l l  l i n i t  o r  p r e j u d i c e  t h e  r i g h t  o f  
S t a t *  t o  p r o v e  f o r  a n d  o b t a i n  as  l i q u i d a t e d  d a m a g e s  b y  r e a s o n  o f  
s u c h  d e f a u l t  i n  a n  a m o u n t  e q u a l  t o  t h e  m a x im u m  a l l o w e d  b y  a n y  

s t a t u t e  o r  r u l e  o f  l a w  i n  e f f e c t  a t  t h e  t i m e  w h e n ,  a n d  g o v e r n i n g  
t h e  p r o c e e d s  i n  w h i c h ,  s u c h  dam ages a r e  t o  b e  p r o v e d ,  w h e t h e r  o r  
n o t  s u c h  a m o u n t  b e  g r e a t e r ,  e q u a l  t o  o r  l e s s  t h a n  t h e  a m o u n t  o f  
t h e  d i f f e r e n c e  r e f e r r e d  t o  i n  t h i s  S e c t i o n  1 6 .

1 6 . 3  R e l e t t i n g .  No s u c h  r e l e t t i n g  o f  t h e  P r o p e r t y  
b y  S t a t e  s h a l l  b e  c o n s t r u e d  as a n  e l e c t i o n  o n  i t s  p a r t  t o  
t e r m i n a t e  t h i s  L e a s e  u n l e s s  a n o t i c e  o f  s u c h  i n t e n t i o n  be g i v e n  
t o  L e s s e e  o r  u n l e s s  t h e  t e r m i n a t i o n  t h e r e o f  b e  d e c r e e d  b y  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 .  N o t w i t h s t a n d i n g  a n y  s u c h  r e l e t t i n g  
w i t h o u t  t e r m i n a t i o n ,  S t a t e  may a t  a n y  t i m e  t h e r e a f t e r  e l e c t  t o  
t e r m i n a t e  t h i s  L e a s e  f o r  s u c h  p r e v i o u s  b r e a c h ,  p r o v i d e d  t h a t  i t  
h a s  n o t  b e e n  c u r e d .  S h o u l d  S t a t e  a t  a n y  t i m e  t e r m i n a t e  t h i s  

L e a s e  f o r  a n y  b r e a c h ,  i n  a d d i t i o n  t o  a n y  o t h e r  r e m e d y  i t  m ay 
h a v e ,  i t  m ay r e c o v e r  f r o m  Lessee a l l  d a m a g e s  i t  m a y  i n c u r  b y  
r e a s o n  o f  s u c h  b r e a c h .

1 7 .  S T A T E  MAY IN S P E C T  THE PROPERTY

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

1 8 .  H O L D IN G  OVER

T h i s  L e a s e  s h a l l  t e r m i n a t e  w i t h o u t  f u r t h e r  n o t i c e  a t  t h e  
e x p i r a t i o n  o f  t h e  T e r m .  A n y  h o l d i n g  o v e r  b y  L e s s e e  w i t h o u t  t h e  
e x p r e s s  w r i t t e n  c o n s e n t  o f  S t a t e  s h a l l  n o t  c o n s t i t u t e  a r e n e w a l  
o r  e x t e n s i o n  o f  t h i s  L e a s e  o r  g i v e  L e s s e e  a n y  r i g h t s  i n  o r  t o  t h e  
P r o p e r t y ,  a n d  s u c h  o c c u p a n c y  s h a l l  b e  c o n s t r u e d  t o  b e  a t e n a n c y  
f r o m  m o n t h - t o - m o n t h  o n  a l l  t h e  same t e r m s  a n d  c o n d i t i o n s  a s  s e t  
f o r t h  h e r e i n ,  i n s o f a r  a s  t h e y  a r e  a p p l i c a b l e  t o  a m o n t h - t o - m o n t h  
t e n a n c y ,  e x c e p t  t h a t  t h e  r e n t  s h a l l  i n c r e a s e  t o  a n  a m o u n t  e q u a l  
t o  T w o  H u n d r e d  P e r c e n t  (2 0 0 % )  o f  t h e  a m o u n t  o f  R e n t  d u e  f o r  t h e  
l a s t  m o n t h  o f  t h e  t e r m  o f  t h i s  L e a s e .

1 9 .  N O T IC E S

A n y  n o t i c e  r e q u i r e d  o r  d e s i r e d  t o  be g i v e n  u n d e r  t h i s  L e a s e  s h a l l  
b e  i n  w r i t i n g  w i t h  c o p i e s  d i r e c t e d  a s  i n d i c a t e d  h e r e i n  a n d  s h a l l  
b e  p e r s o n a l l y  s e r v e d  o r  g i v e n  b y  m a i l .  A n y  n o t i c e  g i v e n  b y  m a i l  
s h a l l  b e  d e e m e d  t o  h a v e  b e e n  g i v e n  w he n  s e v e n t y - t w o  ( 7 2 )  h o u r s  
h a v e  e l a p s e d  f r o m  t h e  t i m e  w h e n  s u c h  n o t i c e  w a s  d e p o s i t e d  i n  t h e  
U n i t e d  S t a t e s  m a i l s ,  c e r t i f i e d  a n d  p o s t a g e  p r e p a i d ,  a d d r e s s e d  t o  

t h e  p a r t y  t o  b e  s e r v e d  a t  t h e  l a s t  a d d r e s s  g i v e n  b y  t h a t  p a r t y  t o  
t h e  o t h e r  p a r t y  u n d e r  t h e  p r o v i s i o n s  o f  t h i s  S e c t i o n  1 9 .  A n y  
c h a n g e  i n  a d d r e s s  s h a l l  b e  p r o m p t l y  g i v e n  i n  w r i t i n g  t o  t h e  o t h e r  
p a r t y .  A t  t h e  d a t e  o f  t h e  e x e c u t i o n  o f  t h i s  L e a s e ,  t h e  a d d r e s s  

o f  S t a t e  i 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  

R e a l  E s t a t e  D i v i s i o n  

1 4 5 0  M e t r o p o l i t a n  P a r k  B u i l d i n g  
1 1 0 0  O l i v e  Way 
S e a t t l e ,  WA 9 8 1 0 1



and the address of Lessee is:

2 0 .  SUCCESSORS

T h e  c o v e n a n t s  a n d  a g r e e m e n t s  c o n t a i n e d  i n  t h i s  L e a s e  s h a l l  b e  
b i n d i n g  o n  t h e  p a r t i e s  h e r e t o  an d  o n  t h e i r  r e s p e c t i v e  s u c c e s s o r s  
a n d  a s s i g n s ,  t o  t h e  e x t e n t  t h e  L e a s e  i s  a s s i g n a b l e ,  a n d  u p o n  a n y  
p e r s o n ,  f i r m ,  o r  c o r p o r a t i o n  c o m in g  i n t o  o w n e r s h < „  o r  p o s s e s s i o n  
o f  a n y  i n t e r e s t s  i n  t h e  P r o p e r t y  b y  o p e r a t i o n  o f  l a w  o r  
o t h e r w i s e ,  a n d  s h a l l  b e  c o n s t r u e d  a s  c o v e n a n t s  r u n n i n g  w i t h  t h e  
l a n d .

2 1 .  T E R M I N A T IO N

U p o n  t h e  t e r m i n a t i o n  o f  t h i s  L e a s e  b y  e x p i r a t i o n  o f  t i m e  o r  
o t h e r w i s e ,  t h e  r i g h t s  o f  L e s s e e  a n d  o f  a l l  p e r s o n s ,  f i r m s ,  
c o r p o r a t i o n s  a n d  e n t i t i e s  c l a i m i n g  u n d e r  L e s s e e  i n  a n d  t o  t h e  
P r o p e r t y  ( a n d  a l l  i m p r o v e m e n t s  t h e r e o n ,  u n l e s s  s p e c i f i e d  
o t h e r w i s e  i n  S e c t i o n  6 . 2  a b o v e )  s h a l l  c e a s e .

2 2 .  M IS C E L L A N E O U S

2 2 . 1  S e c t i o n  H e a d i n g s .  T h e  s e c t i o n  h e a d i n g s  u s e d  i n  
t h i s  L e a s e  a r e  f o r  c o n v e n i e n c e  o n l y .  T h e y  s h a l l  n o t  b e  c o n s t r u e d  
t o  l i m i t  o r  t o  e x t e n d  t h e  m e a n i n g  o f  a n y  p a r t  o f  t h i s  L e a s e .

2 2 . 2  A m e n d m e n t s .  A n y  a m e n d m e n t s  o r  a d d i t i o n s  t o  
t h i s  L e a s e  s h a l l  b e  m ade i n  w r i t i n g  e x e c u t e d  b y  t h e  p a r t i e s  
h e r e t o ,  a n d  n e i t h e r  S t a t e  n o r  L e s s e e  s h a l l  b e  b o u n d  b y  v e r b a l  o r  
i m p l i e d  a g r e e m e n t s .

2 2 . 3  W a i v e r .  T h e  w a i v e r  b y  S t a t e  o f  a n y  b r e a c h  o f  
a n y  t e r m ,  c o v e n a n t  o r  c o n d i t i o n  h e r e i n  c o n t a i n e d  s h a l l  n o t  b e  
d e e m e d  t o  b e  a w a i v e r  o f  s u c h  t e r m ,  c o v e n a n t  o r  c o n d i t i o n  o r  a n y  
s u b s e q u e n t  b r e a c h  o f  t h e  sam e o r  a n y  o t h e r  t e r m ,  c o v e n a n t  o r  
c o n d i t i o n  h e r e i n  c o n t a i n e d .  T h e  a c c e p t a n c e  o f  R e n t  b y  S t a t e  
f o l l o w i n g  a b r e a c h  b y  L e s s e e  o f  a n y  p r o v i s i o n  o f  t h i s  L e a s e  s h a l l  
n o t  c o n s t i t u t e  a w a i v e r  o f  a n y  r i g h t  o f  S t a t e  w i t h  r e s p e c t  t o  
s u c h  b r e a c h .  S t a t e  j h a l l  b e  deemed t o  h a v e  w a i v e d  a n y  r i g h t  
h e r e u n d e r  o n l y  i f  S t a t e  s h a l l  e x p r e s s l y  d o  s o  i n  w r i t i n g .

2 2 . 4  C u m u l a t i v e  R e m e d i e s .  E a c h  r i g h t ,  p o w e r  a n d  
r e m e d y  o f  S t a t e  p r o v i d e d  f o r  i n  t h i s  L e a s e  o r  now  o r  h e r e a f t e r  
e x i s t i n g  a t  l a w  o r  i n  e q u i t y  o r  b y  s t a t u t e  o r  o t h e r w i s e  s h a l l  * a 
c u m u l a t i v e  a n d  c o n c u r r e n t  a n d  s h a l l  b e  i n  a d d i t i o n  t o  e v e r y  o t h e r  

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

2 2 . 5  C o n s e n t .  I n  d e t e r m i n i n g  t h e  r e a s o n a b l e n e s s  o f  
a n y  c o n s e n t ,  a p p r o v a l  o r  a c t i o n  b y  S t a t e  h e r e u n d e r ,  L e s s e e  
a c k n o w l e d g e s  t h a t  S t a t e  i s  a c t i n g  a s  a t r u s t e e  o f  p u b l i c  l a n d s  
a n d  m u s t  o b s e r v e  a  f i d u c i a r y  d u t y  i n  m a n a g i n g  t h e  P r o p e r t y  i n  a 
m a n n e r  w h i c h  m a x i m i z e s  t h e  b e n e f i t  d e r i v e d  t h e r e f r o m  a n d  w h i c h  
m i n i m i z e s  t h e  r i s k  i n c u r r e d  i n  c o n n e c t i o n  t h e r e w i t h .
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2 2 . 6  T i n *  o f  E s s e n c e .  T i n a  I s  e x p r e s s l y  d e c l a r e d  t o  

b a  o f  t h e  a s o a n c *  o f  t h i s  L a a s a  and e a c h  a n d  e v e r y  c o v e n a n t  o f  
L e s s e e  h e r e u n d e r .

2 2 . 7  L a t e  C h a r g e  a n d  I n t e r e s t .  I n  t h e  e v e n t  L e a s e s  

f a i l s  t o  make a n y  p a y m e n t  o f  R e n t  d u a  h e r e u n d e r  u p o n  t h a  d a t a  
d u e ,  S t a t s  s h a l l  b a  e n t i t l e d  t o  c o l l e c t  f r o m  L e s s e e  a l a t e  c h a r g e  

e q u a l  t o  s i x  p e r c e n t  ( 6 * )  o f  t h a  a m o u n t  o f  t h e  d e l i n q u e n t
p a y m e n t .  I n  t h e  e v e n t  S t a t a  p a y s  a n y  s u n  o r  i n c u r s  a n y  e x p e n s e  
w h i c h  L e s s e e  i s  o b l i g a t e d  t o  p a y  h e r e u n d e r ,  o r  w h i c h  i s  m a d e  o n  
b e h a l f  o f  L e s s e e ,  S t a t e  s h a l l  b e  e n t i t l e d  t o  r e c e i v e
r e i m b u r s e m e n t  t h e r e o f  f r o m  L e s s e e  u p o n  d e m a n d ,  t o g e t h e r  w i t h  
i n t e r e s t  t h e r e j n  f r o m  t h a  d a t e  o f  e x p e n d i t u r e  a t  t w i c e  t h e
m a x im u m  r a r e  a l l o w e d  b y  R . C . W .  1 9 . S 2 . 0 2 0 .

2 2 . 8  E n t i r e  A g r e e m e n t .  T h i s  L e a s e  c o n t a i n s  t h e  
e n t i r e  a g r e e m e n t  o f  t h e  p a r t i e s  h e r e t o  w i t h  r e s p e c t  t o  t h e  
m a t t e r s  c o v e r e d  h e r e b y ,  a n d  n o  o t h e r  a g r e e m e n t ,  s t a t e m e n t  o r  
p r o m i s e  m ade b y  a n y  p a r t y  h e r e t o ,  o r  t o  a n y  e m p l o y e e ,  o f f i c e r  o r  
a g e n t  o f  a n y  p a r t y  h e r e t o ,  w h i c h  i s  n o t  c o n t a i n e d  h e r e i n ,  s h a l l
b e  b i n d i n g  o r  v a l i d .

2 2 . 9  E s c a l a t i o n .

( a )  S t a n d a r d  o f  M e a s u r e m e n t .  T h e  d o l l a r  
a m o u n t  s t a t e d  i n  S e c t i o n s  6 ,  7 a n d  8 a b o v e ,  s h a l l  b e  a d j u s t e d  
o n  t h e  f i f t h  a n n i v e r s a r y  f o l l o w i n g  t h e  C o m m e n c e m e n t  D a t e  and 
e v e r y  f i f t h  a n n i v e r s a r y  d a t e  t h e r e a f t e r  ( " A n n i v e r s a r y  D a t e " )  
d u r i n g  t h e  T e r m  o f  t h i s  L e a s e  t o  a d o l l a r  a m o u n t  w h i c h  b e a r s  t h e  
s a m e  r a t i o  t o  t h e  o r i g i n a l  d o l l a r  a m o u n t  s e t  f o r t h  h e r e i n  a s  
t h e  f o l l o w i n g  d e s c r i b e d  i n d e x  f i g u r e  p u b l i s h e d  f o r  t h e  l a t e s t  
d a t e  p r i o r  t o  t h e  d a t e  s u c h  a d j u s t m e n t  i s  t o  b e  e f f e c t i v e  
b e a r s  t o  s u c h  i n d e x  f i g u r e  p u b l i s h e d  f o r  t h e  l a t e s t  m o n t h  
p r i o r  t o  t h e  d a t e  h e r e o f .  T h e  i n d e x  f i g u r e  t o  b e  u t i l i z e d  i n  
c a l c u l a t i n g  s u c h  a d j u s t m e n t  s h a l l  b e  t h e  R e v i s e d  C o n s u m e r  P r i c e  
I n d e x  f o r  U r b a n  Wage E a r n e r s  a n d  C l e r i c a l  W ' r k e r s  ( A l l  

I t e m s )  f o r  t h e  S e a t t l e - E v e r e t t ,  W a s h i n g t o n  M e t r o p o l i t a n  A r e a  
( 1 9 6 7 = 1 0 0 )  ( t h e  " I n d e x " ) ,  p r e s e n t l y  p u b l i s h e d  b y  t h e  U n i t e d  
S t a t e s  D e p a r t m e n t  o f  L a b o r .  I n  t h e  e v e n t  t h e  I n d e x  s h a l l  
h e r e a f t e r  b e  c o n v e r t e d  t o  a  d i f f e r e n t  s t a n d a r d  r e f e r e n c e  b a s e  
o r  o t h e r w i s e  r e v i s e d ,  t h e  d e t e r m i n a t i o n  o f  t h e  p e r c e n t a g e  

i n c r e a s e  s h a l l  b e  made w i t h  t h e  u s e  o f  s u c h  c o n v e r s i o n  f a c t o r ,  
f o r m u l a  o r  t a b l e  f o r  c o n v e r t i n g  t h e  I n d e x  a s  m a y  b e  p u b l i s h e d  
b y  t h e  B u r e a u  o f  L a b o r  S t a t i s t i c s  o r ,  i f  s a i d  B u r e a u  s h a l l  n o t  
p u b l i s h  t h e  s a m e ,  t h e n  w i t h  t h e  u s e  o f  s u c h  c o n v e r s i o n  f a c t o r ,  
f o r m u l a  o r  t a b l e  a s  m a y  b e  p u b l i s h e d  b y  P r e n t i c e  H a l l ,  

I n c .  , o r ,  f a i l i n g  s u c h  p u b l i c a t i o n ,  b y  a n y  o t h e r  n a t i o n a l l y  
r e c o g n i z e d  p u b l i s h e r  o f  s i m i l a r  s t a t i s t i c a l  i n f o r m a t i o n .  
I n  t h e  e v e n t  t h e  I n d e x  s h a l l  c e a s e  t o  b e  p u b l i s h e d ,  
t h e n ,  f o r  t h e  p u r p o s e s  o f  t h i s  L e a s e ,  t h e r e  s h a l l  b e  
s u b s t i t u t e d  f o r  t h e  I n d e x  s u c h  o t h e r  i n d e x  a s  S t a t e  a n d  L e s s e e  
s h a l l  a g r e e  u p o n ,  a n d  i f  t h e y  a r e  u n a b l e  t o  a g r e e  w i t h i n  n i n e t y  

( 9 0 )  d a y s  a f t e r  t h e  I n d e x  c e a s e s  t o  b e  p u b l i s h e d ,  s u c h  m a t t e r  
s h a l l  b e  d e t e r m i n e d  b y  a r b i t r a t i o n  i n  a c c o r d a n c e  w i t h  S e c t i o n  14 
o f  t h i s  L e a s e .

( b )  A n y  p r o v i s i o n  i n  S e c t i o n  2 2 . 9 ( a )  a b o v e

n o t w i t h s t a n d i n g ,  u n d e r  no c i r c u m s t a n c e s  s h a l l  t h e  d o l l a r  a m o u n t s
i d e n t i f i e d  i n  S e c t i o n  2 2 . 9 ( a )  a b o v e ,  b e  l e s s  t h a n  s t a t e d  i n  
t h e  s e c t i o n s  r e f e r e n c e d  t h e r e i n .

2 2 . 1 0  L a n g u a g e .  T h e  w o r d  " L e s s e e "  w h e n  u s e d  h e r e i n ,  
s h a l l  b e  a p p l i c a b l e  t o  o n e  ( 1 )  o r  m ore  p e r s o n s ,  a s  t h e  c a s e  may

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

s h a l l  i n c l u d e  t h e  m a s c u l i n e  a n d  f e m i n i n e ,  a n d  i f  t h e r e  b e  m o r e  
t h a n  o n e  ( 1 ) ,  t h e  o b l i g a t i o n s  h e r e o f  s h a l l  b e  j o i n t  a n d  s e v e r a l .  
T h e  w o r d s  " p e r s o n s "  w h e n e v e r  u s e d  s h a l l  i n c l u d e  i n d i v i d u a l s ,  
f i r m s ,  a s s o c i a t i o n s  a n d  c o r p o r a t i o n s .  T h i s  L e a s e ,  a n d  i t s  t e r m s ,
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h a v e  b e e n  f r e e l y  n e g o t i a t e d  b y  S t a t e  a n d  L e e e e e .  T h e  l a n g u a g e  
I n  a l l  p a r t s  o f  t h i s  L e a s e  s h a l l  i n  a l l  c a s e s  b e  c o n s t r u e d  a s  a 
w h o l e  a n d  i n  a c c o r d a n c e  w i t h  i t s  f a i r  m e a n i n g ,  a n d  s h a l l  n o t  b e  
c o n s t r u e d  s t r i c t l y  f o r  o r  a g a i n s t  S t a t e  o r  L e s s e e .

2 2 . 1 1  I n v a l i d i t y .  I f  a n y  p r o v i s i o n  o f  t h i s  L e a s e  
s h a l l  p r o v e  t o  b e  i n v a l i d ,  v o i J  o r  i l l e g a l ,  i t  s h a l l  i n  n o  w a y  
a f f e c t ,  i m p a i r  o r  i n v a l i d a t e  a n y  o t h e r  p r o v i s i o n  h e r e o f .

2 2 . 1 2  A p p l i c a b l e  L a w . T h i s  L e a s e  s h a l l  b e

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

2 2 . 1 3  P r o v i s i o n s  I n d e p e n d e n t .  U n l e s s  o t h e r w i s e
s p e c i f i c a l l y  i n d i c a t e d ,  a l l  p r o v i s i o n s  s e t  f o r t h  i n  t h i s  L e a s e
a r e  i n d e p e n d e n t  o f  o n e  a n o t h e r ,  a n d  t h e  o b l i g a t i o n s  o r  d u t y  o f
e i t h e r  p a r t y  h e r e t o  u n d e r  a n y  o n e  p r o v i s i o n  i s  n o t  d e p e n d e n t  u p o n  
e i t h e r  p a r t y  p e r f o r m i n g  u n d e r  t h e  t e r m s  o f  a n y  o t h e r  p r o v i s i o n .

2 2 . 1 4  D a t e  o f  E x e c u t i o n .  T h e  d a t e  t h i s  L e a s e  i s
e x e c u t e d  s h a l l  b e  d e e m e d  t o  b e  t h e  d a y  a n d  y e a r  f i r s t  w r i t t e n  
a b o v e .

2 2 . 1 5  S u r v i v a l .  A l l  o b l i g a t i o n s  o f  L e s s e e  t o  b e
p e r f o r m e d  a f t e r  t h e  T e r m i n a t i o n  D a t e  s h a l l  n o t  c e a s e  u p o n  t h e
t e r m i n a t i o n  o f  t h i s  L e a s e ,  a n d  b u t  s h a l l  c o n t i n u e  a s  o b l i g a t i o n s  
u n t i l  f u l l y  p e r f o r m e d .

2 2 . 1 6  R e c o r d a t i o n .  T h i s  L e a s e  o r  a m e m o r a n d u m  t h e r e o f  
s h a l l  b e  p r o m p t l y  r e c o r d e d  b y  L e s s e e  i n  t h e  c o u n t y  i n  w h i c h  t h e  
P r o p e r t y  i s  l o c a t e d .  L e s s e e  s h a l l  p r o v i d e  S t a t e  w i t h  a t r u e  c o p y  
o f  t h e  r e c o r d e d  d o c u m e n t ,  s h o w i n g  t h e  d a t e  o f  r e c o r d a t i o n  a n d  
f i l e  n u m b e r .

2 2 . 1 7  C o n v e y a n c e  b y  S t a t e .  I n  t h e  e v e n t  S t a t e  o r  a n y  
s u c c e s s o r  l e s s o r  s h a l l  c o n v e y  o r  o t h e r w i s e  d i s p o s e  o f  t h e
P r o p e r t y ,  t h e n  t h a t  l e s s o r  s h a l l  t h e r e u p o n  b e  r e l e a s e d  f r o m  a l l
l i a b i l i t i e s  a n d  o b l i g a t i o n s  u n d e r  t h i s  L e a s e  ( e x c e p t  t h o s e  

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

2 2 . 1 8  N e t  L e a s e .

( a )  F u l l y  N e t  L e a s e .  T h i s  L e a s e  i s  i n t e n d e d ,  
a n d  i s  h e r e b y  d e c l a r e d  t o  b e ,  a  f u l l y  " n e t "  l e a s e ,  i t  b e i n g  t h e  
i n t e n t i o n  o f  t h e  p a r t i e s  h e r e t o  t h a t  S t a t e  s h a l l  h a v e  a n d  e n j o y  
t h e  r e n t  h e r e i n  r e s e r v e d  t o  i t  w i t h o u t  d e d u c t i o n  t h e r e f r o m  
f r e e  o f  a n y  e x p e n s e ,  c h a r g e  o r  o t h e r  d e d u c t i o n  w h a t s o e v e r ,  

w i t h  r e s p e c t  t o  t h e  P r o p e r t y  a n d  t h e  o w n e r s h i p ,  o p e r a t i o n ,
m a n a g e m e n t ,  m a i n t e n a n c e ,  r e p a i r ,  u s e  o r  o c c u p a t i o n  t h e r e o f
d u r i n g  t h e  T e r m .  N o t h i n g  h e r e i n  c o n t a i n e d  s h a l l  b e  
c o n s t r u e d ,  h o w e v e r ,  s o  a s  t o  r e q u i r e  L e s s e e  t o  p a y  o r  b e  l i a b l e  
f o r  a n y  g i f t ,  i n h e r i t a n c e ,  e s t a t e ,  f r a n c h i s e ,  i n c o m e ,  p r o f i t ,  
c a p i t a l  o r  s i m i l a r  t a x ,  o r  a n y  o t h e r  t a x  i n  l i e u  o f  a n y  o f  t h e
f o r e g o i n g ,  i m p o s e d  u p o n  S t a t e ,  o r  t h e  s u c c e s s o r s  o r  a s s i g n s  o f
S t a t e ,  u n l e s s  s u c h  t a x  s h a l l  b e  i m p o s e d  o r  l e v i e d  u p o n  o r  w i t h  
r e s p e c t  t o  r e n t s  p a y a b l e  t o  S t a t e  h e r e i n  i n  l i e u  o f  r e a l  e s t a t e  
t a x e s  u p o n  t h e  P r o p e r t y .

( b )  No R e d u c t i o n  o f  R e n t .  N o a b a t e m e n t ,  
d i m i n u t i o n  o r  r e d u c t i o n  o f  t h e  r e n t a l  o r  o t h e r  c h a r g e s  p a y a b l e  b y  
L e s s e e  u n d e r  t h i s  L e a s e  s h a l l  b e  c l a i m e d  b y  o r  a l l o w e d  t o  L e s s e e  
f o r  a n y  i n c o n v e n i e n c e ,  i n t e r r u p t i o n ,  c e s s a t i o n  o r  l o s s  o f  
b u s i n e s s  o r  o t h e r w i s e  c a u s e d  d i r e c t l y  o r  i n d i r e c t l y  b y  a n y  
p r e s e n t  o r  f u t u r e  l a w s ,  r u l e s ,  r e q u i r e m e n t s ,  o r d e r s ,  d i r e c t i v e s ,
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o r d i n a n c e *  o r  r e g u l a t i o n s  o f  t h s  U n i t e d  S t a t e s  o f  A m e r i c a  o r  o f  
t h e  S t a t a ,  C o u n t y  o r  C i t y  g o v e r n m e n t  o r  a n y  o t h e r  m u n i c i p a l ,  
g o v e r n m e n t  o r  l a w f u l  a u t h o r i t y  w h a t s o e v e r ,  b y  d a m a g e  t o  o r  

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

2 3 .  HAZARDOUS SU BS TAN C ES .

2 3 . 1  P r e s e n c e  a n d  U s e  o f  H a z a r d o u s  S u b s t a n c e s .  L e s s e e  
s h a l l  n o t ,  w i t h o u t  S t a t e ' s  p r i o r  w r i t t e n  c o n s e n t ,  k e e p  o n  o r  
a r o u n d  t h e  P r o p e r t y ,  f o r  u s e ,  d i s p o s a l ,  t r e a t m e n t ,  g e n e r a t i o n ,  
s t o r a g e  o r  s a l e ,  a n y  s u b s t a n c e  d e s i g n a t e d  a s ,  o r  c o n t a i n i n g  
c o m p o n e n t s  d e s i g n a t e d  a s  h a z a r d o u s ,  d a n g e r o u s ,  t o x i c  o r  h a r m f u l  
( c o l l e c t i v e l y  r e f e r r e d  t o  a s  " H a z a r d o u s  S u b s t a n c e s " ) ,  a n d / o r  i s  
s u b j e c t  t o  r e g u l a t i o n ,  b y  f e d e r a l ,  s t a t e ,  o r  l o c a l  l a w ,  
r e g u l a t i o n  s t a t u t e  o r  o r d i n a n c e .  w i t h  r e s p e c t  t o  a n y  s u c h  
H a z a r d o u s  S u b s t a n c e ,  L e s s e e  s h a l l :

( a )  C o m p l y  p r o m p t l y ,  t i m e l y ,  a n d  c o m p l e t e l y  w i t h
a l l  g o v e r n m e n t a l  r e q u i r e m e n t s  f o r  r e p o r t i n g ,  k e e p i n g  a n d  
s u b m i t t i n g  m a n i f e s t s ,  a n d  o b t a i n i n g  a n d  k e e p i n g  c u r r e n t  
i d e n t i f i c a t i o n  n u m b e r s ;

( b )  S u b m i t  t o  S t a t e  t r u e  a n d  c o r r e c t  c o p i e s  o f  
a l l  r e p o r t s ,  m a n i f e s t s ,  a n d  i d e n t i f i c a t i o n  n u m b e r s  a t  t h e  sam e 
t i m e  a s  t h e y  a r e  r e q u i r e d  t o  b e  a n d / o r  a r e  s u b m i t t e d  t o  t h e
a p p r o p r i a t e  g o v e r n m e n t a l  a u t h o r i t i e s ;

( c )  W i t h i n  f i v e  ( 5 )  d a y s  o f  S t a t e ' s  r e q u e s t ,  
s u b m i t  w r i t t e n  r e p o r t s  t o  S t a t e  r e g a r d i n g  L e s s e e ' s  u s e ,  s t o r a g e ,  
t r e a t m e n t ,  t r a n s p o r t a t i o n , ,  g e n e r a t i o n , ,  d i s p o s a l  o r  s a l e  o f  
H a z a r d o u s  S u b s t a n c e s  a n d  p r o v i d e  e v i d e n c e  s a t i s f a c t o r y  t o  S t a t e  
o f  L e s s e e ' s  c o m p l i a n c e  w i t h  t h e  a p p l i c a b l e  g o v e r n m e n t
r e g u l a t i o n s ;

( d )  A l l o w  S t a t e  o r  S t a t e ' s  a g e n t  o r
r e p r e s e n t a t i v e  t o  come o n  t h e  P r e m i s e s  a t  a l l  t i m e s  t o  c h e c k
L e s s e e ' s  c o m p l i a n c e  w i t h  a l l  a p p l i c a b l e  g o v e r n m e n t a l  r e g u l a t i o n s  
r e g a r d i n g  H a z a r d o u s  S u b s t a n c e s ;

( e )  C o m p l y  w i t h  m i n i m u m  l e v e l s ,  s t a n d a r d s  o r
o t h e r  p e r f o r m a n c e  s t a n d a r d s  o r  r e q u i r e m e n t s  w h i c h  m ay b e  s e t  
f o r t h  o r  e s t a b l i s h e d  f o r  c e r t a i n  H a z a r d o u s  S u b s t a n c e s  ( i f  m i n i m u m  
s t a n d a r d s  o r  l e v e l s  a r e  a p p l i c a b l e  t o  H a z a r d o u s  S u b s t a n c e s
p r e s e n t  o n  t h e  P r o p e r t y ,  s u c h  l e v e l s  o r  s t a n d a r d s  s h a l l  b e
e s t a b l i s h e d  b y  a n  o n - s i t e  i n s p e c t i o n  b y  t h e  a p p r o p r i a t e
g o v e r n m e n t a l  a u t h o r i t i e s  a n d  s h a l l  b e  s e t  f o r t h  i n  a n  a d d e n d u m
t o  t h i s  L e a s e ) ; a n d

( f )  C o m p l y  w i t h  a l l  a p p l i c a b l e  g o v e r n m e n t a l
r u l e s ,  r e g u l a t i o n s  a n d  r e q u i r e m e n t s  r e g a r d i n g  t h e  p r o p e r  a n d  
l a w f u l  u s e ,  s a l e ,  t r a n s p o r t a t i o n ,  g e n e r a t i o n ,  t r e a t m e n t ,  a n d  
d i s p o s a l  o f  H a z a r d o u s  S u b s t a n c e s .

A n y  a n d  a l l  c o s t s  i n c u r r e d  b y  S t a t e  a n d  a s s o c i a t e d  w i t h  S t a t e ' s  
i n s p e c t i o n  o f  t h e  P r o p e r t y  a n d  S t a t e ' s  m o n i t o r i n g  o f  S t a t e ' s  
c o m p l i a n c e  w i t h  t h i s  S e c t i o n  2 3 ,  i n c l u d i n g  S t a t e ' s  a t t o r n e y s ;
f e e s  a n d  c o s t s ,  s h a l l  b e  a d d i t i o n a l  r e n t  a n d  s h a l l  b e  d u e  a n d  
p a y a b l e  t o  S t a t e  i m m e d i a t e l y  u p o n  d e m a n d  b y  S t a t e .



( a )  L e s s e e  i h a l l  b e  f u l l y  a n d  c o m p l e t e l y  l i a b l e  
t o  S t a t e  f o r  a n y  a n d  a l l  c l e a n u p  c o s t s ,  a n d  a n y  a n d  a l l  o t h e r  
c h a r g e s , f o e s ,  p e n a l t i e s  ( c i v i l  a n d  c r i m i n a l )  i m p o s 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  w i t h  r e s p e c t  t o  L e s s e e ' s  u s e ,  d i s p o s a l ,  
t r a n s p o r t a t i o n ,  g e n e r a t i o n  a n d / o r  s a l e  o f  H a z a r d o u s  S u b s t a n c e s ,  
i n  o r  a b o u t  t h e  P r o p e r t y .

( b )  L e s s e e  s h a l l  i n d e m n i f y ,  d e f e n d  a n d  s a v e  
S t a t e  h a r m l e s s  f r o m  a n y  a n d  a l l  o f  t h e  c o s t s ,  f e e s ,  p e n a l t i e s  
a n d  c h a r g e s  a s s e s s e d  a g a i n s t  o r  i m p o s e d  u p o n  S t a t e  ( a s  w e l l  a s  
S t a t e ' s  a t t o r n e y s '  f e e s  a n d  c o s t s )  a s  a r e s u l t  o f  L e s s e e ' s  u s e ,  
d i s p o s a l ,  t r a n s p o r t a t i o n ,  g e n e r a t i o n  a n d / o r  s a l e  o f  H a z a r d o u s  
S u b s t a n c e s .

( c )  U p o n  L e s s e e ' s  d e f a u l t  u n d e r  t h i s  S e c t i o n  23 
i n  a d d i t i o n  t o  t h e  r i g h t s  a n d  r e m e d i e s  s e t  f o r t h  e l s e w h e r e  i n  
t h i s  L e a s e ,  S t a t e  s h a l l  b e  e n t i t l e d  t o  t h e  f o l l o w i n g  r i g h t s  and 
r e m e d i e s :

( i )  A t  S t a t e ' s  o p t i o n ,  t o  t e r m i n a t e  t h i s  
L e a s e  i m m e d i a t e l y ;  a n d / o r

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

23.2 Cleanup Coeti, Default and Indemnification.

I N  W IT N E S S  WHEREOF, t h i s  G r o u n d  L e a s e  i s  e x e c u t e d  a s  o f  t h e  d a y  
a n d  y e a r  f i r s t  a b o v e  w r i t t e n .

ST A TE  OF W ASH IN G TO N  
DEPARTMENT O F  N A T U R A L  RESOURCES 
BRIA N  J .  B O YLE

C O M M IS S IO N E R  OF P U B L I C  LANDS

By

I t s

( L e s s e e  N a m e )

By

I t s  ( T i t l e )

A p p r o v e d  a s  t o  f o r m

t h i s  _____________________________  d a y  o f

_________________________________________________, 198__________ ,

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

33.



Department of Natural Resources Acknowledgment

S T A T E  O F WASHINGTON )

) ss.
COUNTY O F __________________________ )

O n t h i s  _____________________  d a y  o f   , 1 9
_________ , b e f o r e  me p e r s o n a l l y  a p p e a r e d  ___________________________________
t o  me k n o w n  t o  b e  t h e  ________________________________________________

o f  t h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  o f  t h e  S t a t e  o f  
W a s h i n g t o n ,  t h e  D e p a r t m e n t  t h a t  e x e c u t e d  t h e  w i t h i n  a n d  f o r e g o i n g  
i n s t r u m e n t  o n  b e h a l f  o f  t h a  S t a t e  o f  W a s h i n g t o n ,  a n d  
a c k n o w l e d g e d  s a i d  i n s t r u m e n t  t o  b e  t h e  f r e e  a n d  v o l u n t a r y  a c t  
a n d  d e e d  o f  t h e  S t a t e  o f  W a s h i n g t o n  f o r  t h e  u s e s  a n d  p u r p o s e s  
t h e r e i n  m e n t i o n e d ,  a n d  o n  o a t h  s t a t e d  t h a t  h e / s h e  w a s  a u t h o r i z e d  
t o  e x e c u t e  s a i d  i n s t r u m e n t  a n d  t h a t  t h e  s e a l  a f f i x e d  i s  t h e  
o f f i c i a l  s e a l  o f  t h e  C o m m i s s i o n e r  o f  P u b l i c  L a n d s  f o r  t h e  S t a t e  
o f  W a s h i n g t o n .

I N  W IT N E S S  WHEREOF, I  h a v e  h e r e u n t o  s e t  my h a n d  a n d  a f f i x e d  my 
o f f i c i a l  s e a l  t h e  d a y  a n d  y e a r  f i r s t  a b o v e  w r i t t e n .

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

r e s i d i n g  a t __________________________________________•

M y c o m m i s s i o n  e x p i r e s ___________________________________ •



MOTHfTVIB'l'

P a r t n e r s h i p  A c k n o w l e d g e m e n t

STATE OF 

COUNTY OF
) ss.

On : h i s d a y  o f
b e f o r e  ire p e r s o n a l l y  a p p e a r e d

19

t o  me k n o w n  t o  b e  t h e
  a n d

G e n e r a l  
, t h eP a r t n e r s  o f  ______________________________________________________________________________

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

I N  W IT N E S S  WHEREOF, I  h a v e  h e r e u n t o  s e t  my h a n d  a n d  a f f i x e d  my 
o f f i c i a l  s e a l  t h e  d a y  a n d  y e a r  f i r s t  a b o v e  w r i t t e n .

N o t a r y  P u b l i c  i n  a n d  f o r  t h e  S t a t e  o f

r e s i d i n g  a t

My c o m m i s s i o n  e x p i r e s



Corporate Acknowledgment

S T A T E  OF ______________________________________)

) SB.
COUNTY OF ____________________________________ )

O n t h i s _____________________ d a y  o f    . 1 9 __________ ,
b e f o r e  me p e r s o n a l l y  a p p e a r e d  ________________ __________________________________________

t o  me k n o w n  t o  b e  t h e  __________________________________________________________________

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

I N  W IT N E S S  W H EREOF, I  h a v e  h e r e u n t o  s e t  my h a n d  a n d  a f f i x e d  my 
o f f i c i a l  s e a l  t h e  d a y  a n d  y e a r  f i r s t  a b o v e  w r i t t e n .

N o t a r y  P u b l i c  i n  a n d  f o r  t h e  S t a t e  o f

r e s i d i n g  a t  _______________

My c o m m i s s i o n  e x p i r e s



I n d i v i d u a l  A c k n o w l e d g m e n t

)
COUNTY OF _______________________________________ )

STATE OF ______________________ )

On t h i s  ______________  d a y  o f    , 1 9 ________ , b e f o r e
me p e r s o n a l l y  a p p e a r e d  _ _ ______________________________________________________________ t o

b e  t h e  i n d i v i d u a l ( s )  d e s c r i b e d  i n  a n d  w h o  e x e c u t e d  t h e  w i t h i n  and 
f o r e g o i n g  i n s t r u m e n t  a n d  a c k n o w l e d g e d  t h e  s a m e  a s  h i s / h e r / t h e i r  
f r e e  a n d  v o l u n t a r y  a c t  and  d e e d  f o r  t h e  u s e s  a n d  p u r p o s e s  t h e r e i n  
m e n t i o n e d .

I N  W IT N E S S  WHEREOF, I  h a v e  h e r e u n t o  s e t  my h a n d  a n d  a f f i x e d  my 
o f f i c i a l  s e a l  t h e  d a y  a n d  y e a r  f i r s t  a b o v e  w r i t t e n .

N o t a r y  P u b l i c  i n  a n d  f o r  t h e  S t a t e  o f

r e s i d i n g  a t  _______________

M y c o m m i s s i o n  e x p i r e s



EXHIBIT A

A d d r e s s

L e g a l  D e s c r i p t i o n



EXHIBIT B

1 . 1  D e f i n i t i o n s .  T h e s e  t e r n s ,  w h e n  u s e d  i n  t h i s
L e a s e ,  s h a l l  h a v e  t h e  f o l l o w i n g  m e a n i n g s :

( a )  " L e a s e  Y e a r "  s h a l l  m ean t h e  c a l e n d a r  y e a r  
a n d  " M o n t h "  s h a l l  m ean e a c h  c a l e n d a r  m o n t h .

( b )  " A f f i l i a t e "  o f  a n y  p e r s o n ,  e n t i t y  o r
p a r t y  s h a l l  m ean a n y  a f f i l i a t e  o f  t h a t  p e r s o n ,  e n t i t y  o r  p a r t y  a s  
t h a t  t e r m  i s  d e f i n e d  i n  t h e  U n i t e d  S t a t e s  S e c u r i t i e s  A c t  o f  1 9 3 3  
a n d  t h e  r u l e s  a n d  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 .

( c )  " G r o s s  R e v e n u e "  s h a l l  m e a n  a l l  r e v e n u e  
r e c e i v e d  b y  L e s s e e  o r  a n y  A f f i l i a t e  o f  L e s s e e  w i t h  r e s p e c t  t o  t h e  
o p e r a t i o n  o f  t h e  P r o p e r t y  o r  a n y  i m p r o v e m e n t  t h e r e o n ,  i n c l u d i n g
b u t  n o t  l i m i t e d  t o  s u b - l e s s e e  r e i m b u r s e m e n t  w i t h  r e s p e c t  t o
o p e r a t i o n  o f  t h e  P r o p e r t y ,  b u t  e x c l u d i n g :

( i )  I n s u r a n c e  a n d  o t h e r  r e c e i p t s  f r o m
c l a i m s  f o r  l o s s e s  o r  d a m a g e s  t o  p r o p e r t y  e x c e p t  f o r  p r o c e e d s  f r o m  
b u s i n e s s  i n t e r r u p t i o n  i n s u r a n c e ;

( i i )  P r o c e e d s  f r o m  c o n d e m n a t i o n  o r
s e t t l e m e n t s  i n  l i e u  t h e r e o f  e x c e p t  f o r  p r o c e e d s  a t t r i b u t a b l e  t o  a
t e m p o r a r y  t a k i n g  p u r s u a n t  t o  S e c t i o n  12 a b o v e ;

( i i i )  R e c e i p t s  f r o m  s u b - l e s s e e s  a s
r e i m b u r s e m e n t  o f  c o s t s  i n c u r r e d  f o r  s p e c i a l  c a p i t a l  i m p r o v e m e n t s  
f i n a n c e d  b y  L e s s e e  s e p a r a t e l y  f r o m  t h e  c o n s t r u c t i o n  f i n a n c i n g  f o r  

t h e  i m p r o v e m e n t s  c o n s t r u c t e d  u p o n  t h e  P r o p e r t y ;  a n d

( i v )  S u b - l e s s e e  d e p o s i t s  w h i c h ,  a n d  s o
l o n g  a s .  L e s s e e  i f  r e q u i r e d  t o ,  a n d  d o e s ,  m a i n t a i n  t h e m  i n  o n e  o r
m o r e  s e p a r a t e  c a s h  ( o r  e q u i v a l e n t )  a c c o u n t s .

Percentaqe Rent

( d )  " G r o s s  I n c o m e "  s h a l l  m ean G r o s s  R e v e n u e  
l e s s  " C o s t s  o f  O p e r a t i n g  t h e  P r o p e r t y . "  C o s t s  o f  O p e r a t i n g  t h e  
P r o p e r t y  s h a l l  c o n s i s t  o f :

( i )  O p e r a t i n g  E x p e n s e s  ( a s  d e f i n e d  i n
p a r a g r a p h  ( e )  b e l o w ) ;

( i i )  T h e  f o l l o w i n g  c o s t s  p a i d  b y  L e s s e e  
a s  a c o n s e q u e n c e  o f  r e - l e a s i n g  s p a c e  i n  t h e  i m p r o v e m e n t  a f t e r  t h e  
i n i t i a l  o c c u p a n c y  t h e r e o f  b y  a s u b - l e s s e e :

( 1 )  L e a s i n g  f e e s  n o t  e x c e e d i n g  
c o m p e t i t i v e  r a t e s  f o r  c o m p a r a b l e  s e r v i c e s  i n  t h e  c o m m u n i t y  i n  
w h i c h  t h e  P r o p e r t y  i s  l o c a t e d ;  a n d

( 2 )  C o s t s  i n c u r r e d  b y  L e s s e e  i n  
r e f u r b i s h i n g  a n d / o r  r e m o d e l i n g  s u c h  s p a c e  a n d  m a k i n g  a d d i t i o n a l  

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

( i i i )  T h e  d i r e c t  c o s t s  o f  c a p i t a l  
i m p r o v e m e n t s ,  e x c e p t  t h o s e  f o r  w h i c h  L e s s e e  i s  r e i m b u r s e d ,  made 
s u b s e q u e n t  t o  t h e  i n i t i a l  d e v e l o p m e n t  o f  t h e  P r o p e r t y ,  a m o r t i z e d  

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

t h e  I n t e r n a l  R e v e n u e  C o d e )  t o g e t h e r  w i t h  f i n a n c i n g  c o s t s ,  i f  a n y ,

B-l.



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

t h e n  i n  e f f e c t  o r  t h e  o r d e r  o f  a n y  l a w f u l  a u t h o r i t y  h a v i n g  
j u r i s d i c t i o n  o v e r  t h e  P r o p e r t y ;  o r  ( b )  p a r t  o f  a m a j o r  
r e h a b i l i t a t i o n  o r  r e f u r b i o h i n q  o f  t h e  P r o p e r t y ,  o r  a r e  o t h e r w i s e  

d e s i q n e d  w i t h  a r e a s o n a b l e  p r o b a b i l i t y  o f  i n c r e a s i n g  t h e  i n c o m e  
p r o d u c i n q  p o t e n t i a l  o f  t h e  P r o p e r t y ;  p r o v i d e d  s u c h  a m o r t i z a t i o n  
c o s t s  s h a l l  n o t  e x c e e d  t h e  r e a s o n a b l y  e x p e c t e d  i n c r e a s e d  i n c o m e  
r e s u l t i n g  f r o m  s u c h  e x p e n d i t u r e s ;  a n d

( i v )  R e a s o n a b l e  c a s h  ( o r  e q u i v a l e n t )
r e s e r v e s  e s t a b l i s h e d  b y  L e s s e e  t o  p a y  e x p e n s e s  d e s c r i b e d  i n  
p a r a g r a p h  ( i )  o r  ( i i )  o f  t h i s  p a r a g r a p h  ( d ) , u n d e r  t h e  f o l l o w i n g  
c i r c u m s t a n c e s :

( 1 )  S t a t e  i s  n o t i f i e d  t h e r e o f  i n
w r i t i n g  a t  o r  b e f o r e  t h e  t i m e  a n y  s u c h  r e s e r v e  i s  e s t a b l i s h e d ,
w h i c h  n o t i c e  s h a l l  s t a t e  t h e  a m o u n t ,  p u r p o s e  e n d  t i m i n g  o f
a n t i c i p a t e d  e x p e n d i t u r e s ,  t o g e t h e r  w i t h  s u c h  a d d i t i o n a l  
i n f o r m a t i o n  a s  may r e a s o n a b l y  be r e q u i r e d  t o  e s t a b l i s h  t h a t  s u c h  
r e s e r v e  i s  i n  c o m p l i a n c e  w i t h  t h e  t e r m s  o f  t h i s  L e a s e  a n d  L e s s e e  
s h a l l  g i v e  S t a t e  p r o m p t  n o t i c e  o f  a l l  c h a n g e s  t o  t h e  m a t t e r s
d e s c r i b e d  i n  s u c h  n o t i c e  a n d  t o  o t h e r  i n f o r m a t i o n  f u r n i s h e d  t o  
S t a t e  u n d e r  t h i s  p a r a g r a p n ;

( 2 )  S u c h  r e s e r v e  i s  d e s i g n e d  t o  
f u n d  r e a s o n a b l y  a n t i c i p a t e d  e x p e n s e s  d e s c r i b e d  h e r e i n ;

( 3 )  A n y  e a r n i n g s  o n  s u c h  r e s e r v e  
n o t  r e a s o n a b l y  r e q u i r e d  t o  be a d d e d  t o  s u c h  r e s e r v e  s h a l l  b e
i n c l u d e d  i n  G r o s s  R e v e n u e ;

( 4 )  C o s t s  r e s e r v e d  a g a i n s t  a n d
c o v e r e d  b y  a n y  s u c h  r e s e r v e  s h a l l  n o t  t h e r e a f t e r  b e  d e d u c t e d  f r o m  
G r o s s  R e v e n u e  p u r s u a n t  t o  e i t h e r  p a r a g r a p h s  ( d )  o r  ( e ) , o r  
o t h e r w i s e ;

( 5 )  A ny  a m o u n t  o r  a m o u n t s  i n  s u c h
r e s e r v e  w h i c h  a r e  n o t  r e a s o n a b l e  t o  b e  m a i n t a i n e d  t h e r e i n
( w h e t h e r  u p o n  c o m p l e t i o n  o f  a n d  p a y m e n t  f o r  t h e  c o s t s  t o  b e  
f u n d e d ,  o r  e a r l i e r )  s h a l l  b e  i n c l u d e d  i n  G r o s s  R e v e n u e ;

( 6 )  S u c h  r e s e r v e s  s h a l l  b e  
m a i n t a i n e d  i n  a s e p a r a t e ,  i d e n t i f i a b l e  a c c o u n t  o r  a c c o u n t s  a n d  

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

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

( 7 )  T o  U  '■  . n t  a n y  a m o u n t s
p l a c e d  i n  r e s e r v e  p u r s u a n t  h e r e t o  a r e  n o t  u t i l i z e d  a s  i n t e n d e d
w i t h i n  f i v e  ( 5 )  y e a r s  a f t e r  t h e y  a r e  s o  p l a c e d  i n  r e s e r v e ,  t h e y  
s h a l l  b e  d e e m e d  r e t u r n e d  t o  G r o s s  R e v e n u e  u p o n  t h e  e x p i r a t i o n  o f  
s u c h  p e r i o d  o f  f i v e  ( 5 )  y e a r s .

( v )  i t  i s  t h e  i n t e n t  o f  t h e  p a r t i e s  ' c h a t  
a n y  e x p e n s e  w h i c h  i s  a l l o w a b l e  a s  a n  e x c l u s i o n  f r o m  G r o s s  R e v e n u e  

u n d e r  p a r a g r a p h  ( c ) ,  o r  d e d u c t i b l e  i n  e s t a b l i s h i n g  G r o s s  I n c o m e  
u n d e r  p a r a g r a p h  ( d ) , i n c l u d i n g  i t e m s  a l l o w a b l e  a s  a n  O p e r a t i n g  
E x p e n s e  u n d e r  p a r a g r a p h  ( e )  s h a l l ,  u n d e r  a n y  o r  a l l  o f  s u c h  
s e c t i o n s ,  b e  c h a r g e d  a g a i n s t  G r o s s  R e v e n u e  o n l y  o n c e .

( v i )  P r i o r  t o  t h e  i n c u r r e n c e  o f  c o s t  o r  
t h e  e s t a b l i s h m e n t  o f  a n y  r e s e r v e s ,  L e s s e e  s h a l l  s u b m i t  t o  S t a t e  
f o r  S t a t e ' s  a p p r o v a l  a p l a n  f o r  t h e  i m p r o v e m e n t s  c o n t e m p l a t e d  

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



t h a  a m o u n t  o t  a m o r t i z a t i o n  o f  c o a t s  o r  t h a  a m o u n t  t o  b a  r e s e r v e d  
p u r s u a n t  t o  p a r a g r a p h s  ( d )  o r  ( a )  h e r e o f  t h a  d i s p u t e  s h a l l  b a
r e s o l v e d  b y  a r b i t r a t i o n  p u r s u a n t  t o  S e c t i o n  14 a b o v e .

( e )  " O p e r a t i n g  E x p e n s e s "  s h a l l  m e a n  a l l
e x p e n s e s  p a i d  b y  L e s s e e  ( e x c l u d i n q  s u c h  i t e m s  a s  d e p r e c i a t i o n ,
a m o r t i z a t i o n ,  i n t e r e s t ,  d e b t  s e r v i c e ,  f i n a n c i n g  f e e s  a n d  l o a n  
p a r t i c i p a t i o n  c o s t s )  i n  c o n n e c t i o n  w i t h  t h e  P r o p e r t y  ( e x c e p t  
M i n i m u m  a n d  P e r c e n t a g e  R e n t ,  a s  h e r e i n a f t e r  d e f i n e d ) ,  f o r  t h e
f o l l o w i n g :

( i )  U t i l i t i e s ,  i n c l u d i n g  a n y  s u r c h a r g e s

i m p o s e d  t h e r e o n :

( i i )  A l l  r e a s o n a b l e  e x p e n s e s  p a i d  o r
i n c u r r e d  b y  L e s s e e  f o r  m a i n t a i n i n g ,  o p e r a t i n g  a n d  r e p a i r i n g  t h e
P r o p e r t y  a n d  t h e  p e r s o n a l  p r o p e r t y  u s e d  i n  c o n j u n c t i o n  t h e r e w i t h ,
i n c l u d i n g  i n s u r a n c e  p r e m i u m s ,  l i c e n s e s ,  p e r m i t s  a n d  i n s p e c t i o n  
f e e s  ( e x c e p t  t h o s e  f o r  c o n s t r u c t i o n  o f  t h e  P r o j e c t  a n d  i n i t i a l  
o c c u p a n c y  t h e r e o f ) ,  c u s t o m a r y  m a n a g e m e n t  f e e s ,  l e g a l  a n d  
a c c o u n t i n g  e x p e n s e s  a n d  o t h e r  c o s t s ,  w h e t h e r  o r  n o t  h e r e i n a b o v e  
d e s c r i b e d ;  p r o v i d e d  t h a t  a l l  s u c h  c o s t s ,  i n  a c c o r d a n c e  w i t h  
g e n e r a l l y  a c c e p t e d  a c c o u n t i n g  a n d  m a n a g e m e n t  p r a c t i c e s ,  w o u l d  b e 
c o n s i d e r e d  a n  e x p e n s e  o f  m a i n t a i n i n g ,  o p e r a t i n g  o r  r e p a i r i n g  t h e  
P r o j e c t  a n d  n o t  a c o s t  o f  c o n s t r u c t i n g  t h e  P r o j e c t ;  a n d  f u r t h e r  
p r o v i d e d  t h a t  a n y  m a n a g e m e n t  f e e s  o r  c h a r g e s  s h a l l  n o t  e x c e e d  
c o m p e t i t i v e  r a t e s  f o r  c o m p a r a b l e  s e r v i c e s  c h a r g e d  i n  t h e  
c o m m u n i t y  i n  w h i c h  t h e  P r o p e r t y  i s  l o c a t e d .  D e p r e c i a t i o n ,  a s  
w e l l  a s  e x c e s s i v e ,  u n r e a s o n a b l e  o r  e x t r a o r d i n a r y  e x p e n s e s ,  s h a l l  
n o t  b e  i n c l u d e d  i n  t h e  C o s t  o f  O p e r a t i n g  t h e  P r o p e r t y ,  a n d  a n y  
d i s p u t e  a s  t o  t h e  r e a s o n a b l e n e s s  o f  a n  e x p e n d i t u r e  s h a l l  b e  
r e s o l v e d  b y  a r b i t r a t i o n  p u r s u a n t  t o  S e c t i o n  14 a b o v e ;

( i i i )  T h e  L e a s e h o l d  T a x  a s  d e f i n e d  i n
S e c t i o n  4 . 2  a b o v e ;

( f )  E x c e p t  a s  d e f i n e d  h e r e i n ,  n o  o t h e r  i t e m s  
s h a l l  b e  c o n s i d e r e d  O p e r a t i n g  E x p e n s e s .

1 . 2  R e n t .  L e s s e e  c o v e n a n t s  a n d  a g r e e s  t o  p a y  S t a t e  
t h e  f o l l o w i n g  r e n t :

( a )  M i n i m u m  R e n t .  L e s s e e  s h a l l  p a y  a s
m in im u m  r e n t  ( " M i n i m u m  R e n t " )  h e r e u n d e r  t h e  sum  o f  _______________________

 <$ )
p e r  y e a r  i n  e q u a l  q u a r t e r l y  i n s t a l l m e n t s  i n  a d v a n c e  o n  o r  b e f o r e  
t h e  f i r s t  ( 1 s t )  d a y  o f  e a c h  c a l e n d a r  q u a r t e r ,  c o m m e n c i n g  o n  t h e  
C om m e,.cem en t D a t e .

( b )  P e r c e n t a g e  R e n t .  C o m m e n c i n g  w i t h  t h e
C om m e n c e m e n t  D a t e ,  i n  a d d i t i o n  t o  t h e  M i n i m u m  R e n t  p r o v i d e d  f o r  
i n  P a r a g r a p h  ( a )  a b o v e ,  L e s s e e  s h a l l  p a y  t o  S t a t e  p e r c e n t a g e

r e n t  ( " P e r c e n t a g e  R e n t " )  i n  a n  a m o u n t  w i t h  r e s p e c t  t o  e a c h  L e a s e
Y e a r  e q u a l  t o  t h e  a m o u n t  b y  w h i c h  S t a t e ' s  p r o - r a t a  s h a r e  
( " P r o - R a t a  S h a r e " )  o f  G r o s s  I n c o m e  f o r  such? L e a s e  Y e a r  e x c e e d s  

M i n i m u m  R e n t  f o r  s u c h  L e a s e  Y e a r .  S t a t e ' s  P r o - R a t a  S h a r e  s h a l l  b e  
e q u a l  t o _____________________________________p e r c e n t  ( ______________________________%) .

( c )  C a l c u l a t i o n  o f  P e r c e n t a g e  R e n t .  
P e r c e n t a g e  R e n t  s h a l l  b e  c a l c u l a t e d  o n  a n  a n n u a l i z e d  
c a l e n d a r  y e a r  b a s i s ,  o r  p r o - r a t a  p o r t i o n  t h e r e o f ,  a n d  l o s s e s  
s h a l l  n o t  b e  c a r r i e d  f o r w a r d  f r o m  o n e  y e a r  t o  t h e  n e x t  i n  m a k i n g  

s u c h  c o m p u t a t i o n .  L e s s e e  s h a l l  p r o v i d e  S t a t e  b y  F e b r u a r y  1 o f  
e a c h  y e a r  a n  e s t i m a t e d  p r o  f o r m a  s t a t e m e n t  f o r  t h a t  L e a s e  Y e a r  

s h o w i n g  t h e  e x p e c t e d  G r o s s  R e v e n u e ,  G r o s s  I n c o m e ,  O p e r a t i n g  

E x p e n s e s ,  M i n i n m  R e n t ,  a n d  t h e  a m o u n t  o f  e x p e c t e d  P e r c e n t a g e  

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

B-3.



a v a i l a b l e  t o  L o s s e s .  W i t h i n  t h i r t y  ( 3 0 )  d a y s  f o l l o w i n g  t h s  e n d  
o f  e a c h  c a l e n d a r  q u a r t e r  d u r i n g  t h a  T a n n .  L e s s e e  s h a l l  f u r n i s h  t o  
S t a t e  a s t a t e m e n t  o f  o p e r a t i o n s  o f  t h s  P r o ) s c t  f o r  t h a  p r e c e d i n g  
c a l e n d a r  q u a r t e r ,  i n c l u d i n g  a l l  i t e m s  o f  r e v e n u e  a n d  e x p e n s e s  

r e q u i r e d  t o  d e t e r m i n e  P e r c e n t a g e  R e n t  p a y a b l e  h e r e u n d e r .

( d )  P a y m e n t  o f  P e r c e n t a g e  R e n t .  L e s s e e  s h a l l
p a y  t o  S t a t e  o n  o r  b e f o r e  t h e  3 0 t h  d a y  a f t e r  t h e  e n d  o f  e a c h  
c a l e n d a r  q u a r t e r  d u r i n g  t h o  T erm  a n  a m o u n t  e q u a l  t o  t h e  
P e r c e n t a g e  R e n t  f o r  s u c h  c a l e n d a r  q u a r t e r .

( e )  A n n u a l  A u d i t e d  S t a t e m e n t .  L e s s e e  3 h a l l
f u r n i s h  t o  S t a t e  n o t  l a t e r  t h a n  May l  o f  e a c h  y e a r  a n  a n n u a l  
a u d i t e d  s t a t e m e n t  ( " A n n u a l  A u d i t e d  S t a t e m e n t " )  p r e p a r e d  b y  a 
n a t i o n a l l y  r e c o g n i z e d  i n d e p e n d e n t  f i r m  o f  c e r t i f i e d  p u b l i c  
a c c o u n t a n t s  a p p r o v e d  i n  w r i t i n g  b y  S t a t e  s h o w i n g  a c c u r a t e l y  t h e  
G r o s s  I n c o m e  f o r  t h e  p r e c e d i n g  c a l e n d a r  y e a r ,  i n  s u c h  d e t a i l  a s  
r e a s o n a b l y  n e c e s s a r y  t o  e s t a b l i s h  t h e  c a l c u l a t i o n  o f  P e r c e n t a g e  
R e n t ,  i n c l u d i n g  t h e  a m o u n t s  o f  a n y  r e s e r v e s  e s t a b l i s h e d .  I n  t h e  
e v e n t  L e s s e e  h a s  p a i d  m o r e  t h a n  t h e  P e r c e n t a g e  R e n t  d u e  f o r  t h e  
p r e c e d i n g  y e a r ,  t h e  a m o u n t  o f  t h e  o v e r p a y m e n t  s h a l l  b e  d e d u c t e d  
b y  L e s s e e  f r o m  t h e  n e x t  s u c c e e d i n g  p a y m e n t  o r  p a y m e n t s  o f  
P e r c e n t a g e  R e n t  d u e  h e r e u n d e r .  I n  t h e  e v e n t  L e s s e e  h a s  p a i d  l e s s  
t h a n  t h e  P e r c e n t a g e  R e n t  f o r  t h e  p r e c e d i n g  y e a r ,  L e s s e e  s h a l l  p a y  
S t a t e  o n  o r  b e f o r e  t h e  t e n t h  ( 1 0 t h )  d a y  o f  t h e  f o l l o w i n g  m o n t h  
t h e  a m o u n t  o f  P e r c e n t a g e  R e n t  d u e  f o r  t h e  p r e c e d i n g  y e a r ,  p l u s  a n  
a m o u n t  e q u a l  t o  i n t e r e s t  t h e r e o n  f r o m  t h e  d a t e  p a y m e n t  t h e r e o f  
s h o u l d  h a v e  b e e n  made a t  t h e  r a t e  d e t e r m i n e d  i n  a c c o r d a n c e  w i t h  
S e c t i o n  2 2 . 7  a b o v e .

( f )  A u d i t  b y  S t a t e .  L e s s e e  s h a l l ,  u p o n
r e a s o n a b l e  n o t i c e  f r o m  S t a t e ,  a l l o w  S t a t e  o r  S t a t e ' s  e m p l o y e e s ,  
a g e n t s  o r  a c c o u n t a n t s  t o  e x a m i n e  t h e  b o o k s  a n d  r e c o r d s  a n d  
r e v i e w  s y s t e m s  a n d  p r o c e d u r e s  o f  L e s s e e  f o r  t h e  p u r p o s e  o f  
v e r i f y i n g  s t a t e m e n t s  f u r n i s h e d  o r  t o  b e  f u r n i s h e d  p u r s u a n t  

h e r e t o .  T o  t h e  e x t e n t  e x p e n s e s  a r e  u n r e a s o n a b l e  u p o n  s u c h  a n  
a u d i t  t h e y  s h a l l  n o t  b e  d e d u c t e d  f r o m  t h e  G r o s s  R e v e n u e  t o  
d e t e r m i n e  G r o s s  I n c o m e ,  a n d  a n y  d i s p u t e  a s  t o  t h e  r e a s o n a b l e n e s s  
o f  a n  e x p e n s e  s h a l l  b e  r e s o l v e d  b y  a r b i t r a t i o n  i n  a c c o r d a n c e  
w i t h  S e c t i o n  14 a b o v e .  I n  t h e  e v e n t  S t a t e ' s  e x a m i n a t i o n  s h o w s  
t h a t  L e s s e e  h a s  u n d e r p a i d  t h e  P e r c e n t a g e  R e n t  d u r i n g  a n y  L e a s e  
Y e a r  b y  a n  a m o u n t  e q u a l  t o  t h e  g r e a t e r  o f  F i v e  T h o u s a n d  D o l l a r s
( $ 5 , 0 0 0 )  o r  t h r e e  p e r c e n t  ( 3 t )  o f  t h e  t o t a l '  P e r c e n t a g e  R e n t  
p a y a b l e  d u r i n g  s u c h  L e a s e  Y e a r ,  L e s s e e  s h a l l  p r o m p t l y  p a y  t o  
S t a t e  t h e  r e a s o n a b l e  e x p e n s e  i n c u r r e d  b y  s t a t e  i n  m a k i n g  s u c h  
r e v i e w .

( g )  A d j u s t m e n t  o f  P a y m e n t s .  I f  S t a t e ' s  a u d i t  
t h e r e o f  s h o w s  t h a c  t h e  P e r c e n t a g e  R e n t  p a i d  t o  S t a t e  w a s  l e s s  
t h a n  t h e  a m o u n t  d u e ,  t h e n  L e s s e e  s h a l l  p a y  s u c h  d e f i c i e n c y  t o  
S t a t e  w i t h i n  t h i r t y  ( 3 0 )  d a y s  a f t e r  t h e  d a t e  o f  s u c h  a u d i t  
t o g e t h e r  w i t h  a n  a m o u n t  e q u a l  t o  i n t e r e s t  t h e r e o n  f r o m  t h a  d a t e  
p a y m e n t  t h e r e o f  s h o u l d  h a v e  b e e n  made a t  t h e  r a t e  d e t e r m i n e d  i n  
a c c o r d a n c e  w i t h  S e c t i o n  2 2 . 7  a b o v e .  I f  p a y m e n t  o f  P e r c e n t a g e  

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

( h )  M a i n t e n a n c e  o f  B o o k s  a n d  R e c o r d s .  L e s s e e  
s h a l l  k e e p  c o m p l e t e  b o o k s  o f  a c c o u n t s  a n d  r e c o r d s  o f  a l l  
o p e r a t i o n s  i n  a n d  w i t h  r e s p e c t  t o  t h e  P r o p e r t y ,  i n c l u d i n g
s p e c i f i c a l l y  t h e  d e t a i l e d  r e c o r d s  n e c e s s a r y  t o  e s t a b l i s h  G r o s s  

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

a c c o u n t i n g  p r i n c i p l e s  c o n s i s t e n t l y  a p p l i e d .  A l l  o f  t h e  b o o k s  a n d
r e c o r d s  s h a l l  b e  r e t a i n e d  f o r  s e v e n  ( 7 )  y e a r s  a n d  s h a l l  b e
p h y s i c a l l y  l o c a t e d  i n  t h e  S t a t e  o f  W a s h i n g t o n .



EXHIBIT B

C P I  W i t h  No M a x im u m

F o r  t h a  p o r i o d  c o m m e n c i n g  o n __________________________________ , 1 9 _________,
t h r o u g h  ______________________________________ , 1 9  , t h e  a n n u a l  r e n t  s h a l l
b e  t h e  sum  c o m p u t e d  b y  i n c r e a s i n g  t h e  S_______________________________________p e r
y e a r  a n n u a l  r e n t  p a i d  d u r i n g  t h e  p r i o r _____________________________________ y e a r
p e r i o d  b y  t h e  p e r c e n t a g e  i n c r e a s e  i n  t h e  U n i t e d  S t a t e s  
D e p a r t m e n t  o f  L a b o r ,  B u r e a u  o f  L a b o r  S t a t i s t i c s ,  C o n s u m e r  P r i c e  
I n d e x  f o r  A l l  U r b a n  C o n s u m e r s  f o r  A l l  I t e m s  f o r  t h e  
S e a t t l e - E v e r e t t  M e t r o p o l i t a n  A r e a  ( " C P I " )  f r o m  t h e  l e v e l  o f  s a i d

C P I  a s  o f  ______________________________________________   t o  t h e  l e v e l  o f  t h e  C P I
a s  o f _________________________________________________ o r  i n  o t h e r  w o r d s :

R e n t  f o r  t h e  p e r i o d _________________t o __________________ e q u a l s

D a t e  D a t e

t i m e s  (C P I  a s  o f
( p r e v i o u s  r e n t )  ( c u r r e n t  d a t e )

d i v i d e d  b y  C P I  a s  o f

( p r e v i o u s  d a t e )

I n  t h e  e v e n t  t h e  c h a n g e  i n  t h e  C P I  f o r  s u c h  p e r i o d  i s  a n e g a t i v e  
v a l u e ,  t h e  a n n u a l  r e n t  s h a l l  i n  no e v e n t  b e  l e s s  t h a n  t h e  a n n u a l
r e n t  f o r  t h e  p r e c e d i n g  ( ___________________ ) y e a r  p e r i o d .  S u c h  a n n u a l
r e n t  f o r  t h e _________________________________________________  ( _______________ ) y e a r
p - - / i o d  s h a l l  c o n t i n u e  w i t h o u t  a d j u s t m e n t  t h r o u g h  _________________________ ,

( d a t e )
p a y a b l e  i n  f o u r  ( 4 i e q u a l  p a y m e n t s  o n  t h e  q u a r t e r l y  p a y m e n t  d a t e s
s p e c i f i e d  a b o v e .  A t  t h e  e n d  o f  e a c h  s u b s e q u e n t  ____________________________

( ___________________) y e a r  p e r i o d ,  a s i m i l a r  a d j u s t m e n t  i n  th e .  a n n u a l
r e n t  s h a l l  b e  m a d e ;  n a m e l y ,  t h a t  t h e  a n n u a l  r e n t  f o r  e a c h

________________________________________________________ ( __________________ ) y e a r  p e r i o d  s h a l l
b e  e q u a l  t o  t h e  a n n u a l  r e n t  a p p l i c a b l e  i n  t h e  p r e c e d i n g  ______________

___________________________  ( ______________________ ) y e a r  p e r i o d ,
i n c r e a s e d  b y  t h e  p e r c e n t a g e  i n c r e a s e  i n  t h e  C P I  d u r i n g  s u c h
p r e c e d i n g ____________________________________________   ( _) y e a r

p e r i o d ;  p r o v i d e d ,  h o w e v e r ,  t h a t  i n  t h e  e v e n t  t h e  c h a n g e  i n  t h e  
C P I  i s  a  n e g a t i v e  v a l u e ,  t h e  a n n u a l  r e n t  s h a l l - n o t  b e  l e s 3  t h a n  
t h e  a n n u a l  r e n t  a p p l i c a b l e  d u r i n g  t h e  i m m e d i a t e l y  p r e c e d i n g  
p e r i o d .  I n  t h e  e v e n t  s u c h  p r i c e  i n d e x  c e a s e s  t o  b e  p u b l i s h e d ,  
t h e  m o s t  n e a r l y  c o m p a r a b l e  p r i c e  i n d e x  t h e n  p u b l i s h e d  b y  t h e  
U n i t e d  S t a t e s  G o v e r n m e n t  s h a l l  b e  s u b s t i t u t e d  i n  i t s  p l a c e .  I f  
S t a t e  a n d  L e s s e e  c a n n o t  a g r e e  a s  t o  a s u b s t i t u t e  i n d e x ,  t h e n  a 

new  i n d e x  s h a l l  b e  d e t e r m i n e d  t h r o u g h  a r b i t r a t i o n  i n  a c c o r d a n c e  
w i t h  S e c t i o n  14 a b o v e .  F a i l u r e  o n  t h e  p a r t  o f  S t a t e  t o  e s t a b l i s h  
a n e w  a n n u a l  r e n t  o n  a n y  a n n i v e r s a r y  o f  t h e  C o m m e n c e m e n t  D a t e  o f  
t h i s  L e a s e  o n  w h i c h  s u c h  a d j u s t m e n t  i s  t o  b e  m a d e  s h a l l  n o t  
p r e c l u d e  S t a t e  f r o m  d o i n g  s o  a n y t i m e  t h e r e a f t e r .

I n  t h e  e v e n t  a c o m p u t a t i o n  o f  an a d j u s t m e n t  i n  t h e  a n n u a l  
r e n t  r e q u i r e s  t h e  u s e  o f  p u b l i s h e d  i n f o r m a t i o n  w h i c h  i s  n o t  
a v a i l a b l e  a s  o f  t h e  e f f e c t i v e  d a t e  o f  s u c h  r e n t a l  a d j u s t m e n t ,  t h e  
a d j u s t m e n t  s h a l l  b e  d e t e r m i n e d  a s  s o o n  a s  p r a c t i c a l  a f t e r  t h e  
a d j u s t m e n t  d a t e ,  a n d  L e s s e e  s h a l l  c o n t i n u e  t o  m a k e  p e r i o d i c  
r e n t a l  p a y m e n t s  e q u a l  t o  t h e  a n n u a l  r e n t  p r e v i o u s l y  a p p l i c a b l e .  
A n y  a d j u s t m e n t  i n  s u c h  p a y m e n t s  s h a l l  b e  p a i d  b y  L e s s e e  w i t h i n  
t h i r t y  ( 3 0 )  d a y s  a f t e r  a d e t e r m i n a t i o n  o f  t h e  p r o p e r  a d j u s t m e n t  
h a s  b e e n  m a d e .

B - l .



EXHIBIT C

A t  t h e  e n d  o f  t h e  _____________________________________________________________________
( __________________ ) y e a r  f o l l o w i n g  t h e  C o m m e n c e m e n t  O a t e ,  t h e
P r o p e r t y  s h a l l  be a p p r a i s e d  b y  S t a t e .  I f  L e s s e e  d o e s  n o t  a g r e e  
w i t h  t h e  f a i r  m a r k e t  v a l u e  o f  t h e  P r o p e r t y  d e t e r m i n e d  b y  s u c h  
a p p r a i s a l ,  t h e n  t h e  P r o p e r t y  s h a l l  b e  a p p r a i s e d  b y  t h r e e  ( 3 )  
r e a l  e s t a t e  a p p r a i s e r s  ( q u a l i f i e d  a s  d e f i n e d  i n  S e c t i o n  14
a b o v e ) .  O ne ( 1 )  s h a l l  b e  s e l e c t e d  b y  S t a t e ,  o n e  ( 1 )  s h a l l  be 
s e l e c t e d  b y  L e s s e e ,  a n d  t h e  t h i r d  a p p r a i s e r  s h a l l  b e  s e l e c t e d  
b y  t h e  t w o  a p p r a i s e r s  s o  s e l e c t e d .  S t a t e  a n d  L e s s e e  s h a l l  
e i t h e r  a g r e e  u p o n  t h e  f a i r  m a r k e t  v a l u e  o f  t h e  P r o p e r t y  o r  e a c h  
s e l e c t  t h e i r  s e p a r a t e  a p p r a i s e r s  b y  n o  l a t e r  t h a n  s i x  ( 6 )  m o n t h s
p r i o r  t o  t h e  (  ) a n n i v e r s a r y  o f
t h e  C o m m e n c e m e n t  D a t e .  T h e  a p p r a i s e r s  s o  s e l e c t e d  s h a l l  s u b m i t  
i n d i v i d u a l  a p p r a i s a l  r e p o r t s  t o  S t a t e  a n d  L e s s e e  i n  w r i t i n g  n o  
l a t e r  t h a n  s i x  ( 6 )  m o n t h s  p r i o r  t o  t h e  r e n t a l  a d j u s t m e n t  d a t e .  
I f  e i t h e r  S t a t e  o r  L e s s e e  f a i l s  t o  a p p o i n t  a n  a p p r a i s e r  w i t h i n  
t h e  t i m e  l i m i t  s p e c i f i e d  a b o v e ,  o r  i f  t h e  t w o  a p p r a i s e r s
a p p o i n t e d  f a i l  t o  a g r e e  u p o n  a t h i r d  a p p r a i s e r  w i t h i n  t h e  t i m e  
l i m i t  s p e c i f i e d  a b o v e ,  s u c h  a p p r a i s e r  s h a l l  b e  a p p o i n t e d  b y  t h e  
P r e s i d i n g  J u d g e  o f  t h e  T h u r s t o n  C o u n t y  S u p e r i o r  C o u r t ,  u p o n  
a p p l i c a t i o n  b y  e i t h e r  p a r t y  f o l l o w i n g  t e n  ( 1 0 )  d a y s  n o t i c e  t o  t h e  
o t h e r  p a r t y .  T h e  a p p r a i s e r s  s h a l l  d e t e r m i n e  t h e  f a i r  m a r k e t  
v a l u e  o f  t h e  P r o p e r t y  a t  i t s  h i g h e s t  a n d  b e s t  u s e ,  d i s r e g a r d i n g  
a n y  i m p r o v e m e n t s  c o n s t r u c t e d  t h e r e o n  b y  L e s s e e .  T h e  f a i r  m a r k e t  
v a l u e  d e t e r m i n e d  b y  s u c h  a p p r a i s e r s ,  o r  i n  t h e  e v e n t  t h e
a p p r a i s e r s  f a i l  t o  a g r e e  u p o n  s u c h  a v a l u e ,  t h e  m a j o r i t y  d e c i s i o n  
o f  t h e  a p p r a i s e r s  s h a l l  b e  b i n d i n g  a n d  c o n c l u s i v e  u p o n  S t a t e  a n d  
L e s s e e .  E a c h  p a r t y  s h a l l  b e a r  t h e  c o s t  o f  t h e  r e s p e c t i v e  

a p p r a i s e r s  s o  s e l e c t e d ,  a n d  t h e  c o s t  o f  t h e  t h i r d  a p p r a i s e r  s h a l l  
b e  d i v i d e d  e q u a l l y  b e t w e e n  S t a t e  a n d  L e s s e e .  F o r  t h e
______________________________________________________________ ( ___________________) y e a r  p e r i o d
c o m m e n c i n g ____________________________________________ , _________________________, t h e
a n n u a l  r e n t  s h a l l  b e  e q u a l  t o  ___________________________________________________
p e r c e n t  o f  t h e  f a i r  m a r k e t  v a l u e  o f  t h e  P r o p e r t y  s o  d e t e r m i n e d .
T h e r e a f t e r ,  d u r i n g  e a c h  s u c c e e d i n g  _________________________________________________
   (  _ )  y e a r  p e r i o d ,
t h e  a n n u a l  r e n t  s h a l l  b e  a d j u s t e d  a g a i n  a s  p r o v i d e d  i n  t h i s  
p a r a g r a p h .  N o t w i t h s t a n d i n g  s u b m i s s i o n  o f  t h e  e v a l u a t i o n  t o  t h e  
a p p r a i s e r s ,  L e s s e e  s h a l l  p a y  t h e  r e n t a l  a m o u n t  a s  p r o p o s e d  b y  
S t a t e  o n  t h e  d u e  d a t e s  a s  r e q u i r e d  i f  n o  d e c i s i o n  b y  t h e  p a n e l  o f  
a p p r a i s e r s  h a s  b e e n  made o r  i f  t h e  p a n e l  h a s  n o t  y e t  f o r m e d .

F a i l u r e  o n  t h e  p a r t  o f  S t a t e  t o  e s t a b l i s h  a n e w  r e n t a l  o n  a n y
a n n i v e r s a r y  o f  t h e  C o m m e n c e m e n t  D a t e  o f  t h i s  L e a s e  o n  w h i c h  s u c h  
a d j u s t m e n t  i s  t o  b e  made s h a l l  n o t  p r e c l u d e  S t a t e  f r o m  d o i n g  s o  
a n y t i m e  t h e r e a f t e r .

Appraisal Adjustment.



EXHIBIT C

A t  t h e  e n d  o f  t h e   ______________________
( __________________) y e a r  f o l l o w i n g  t h e  C o m m e n c e m e n t  D a t e ,  t h e
P r o p e r t y  s h a l l  b e  a p p r a i s e d  b y  S t a t e .  I f  L e s s e e  d o e s  n o t  a g r e e  
w i t h  t h e  f a i r  m a r k e t  v a l u e  o f  t h e  P r o p e r t y  d e t e r m i n e d  b y  s u c h  
a p p r a i s a l ,  t h e n  t h e  P r o p e r t y  s h a l l  b a  a p p r a i s e d  b y  t h r e e  ( 3 )  
r e a l  e s t a t e  a p p r a i s e r s  ( q u a l i f i e d  a s  d e f i n e d  i n  S e c t i o n  14
a b o v e ) .  O ne ( 1 )  s h a l l  b e  s e l e c t e d  b y  s t a t e ,  o n e  ( 1 )  s h a l l  b e  
s e l e c t e d  b y  L e s s e e ,  a n d  t h e  t h i r d  a p p r a i s e r  s h a l l  b e  s e l e c t e d  
b y  t h e  t w o  a p p r a i s e r s  s o  s e l e c t e d .  S t a t e  a n d  L e s s e e  s h a l l  
e i t h e r  a g r e e  u p o n  t h e  f a i r  m a r k e t  v a l u e  o f  t h e  P r o p e r t y  o r  e a c h  
s e l e c t  t h e i r  s e p a r a t e  a p p r a i s e r s  b y  n o  l a t e r  t h a n  s i x  ( 6 )  m o n t h s

p r i o r  t o  t h e  ( _____________________________________________________) a n n i v e r s a r y  o f
t h e  C o m m e n c e m e n t  D a t e .  T h e  a p p r a i s e r s  s o  s e l e c t e d  s h a l l  s u b m i t  
i n d i v i d u a l  a p p r a i s a l  r e p o r t s  t o  S t a t e  a n d  L e s s e e  i n  w r i t i n g  n o  
l a t e r  t h a n  s i x  ( 6 )  m o n t h s  p r i o r  t o  t h e  r e n t a l  a d j u s t m e n t  d a t e .  

I f  e i t h e r  S t a t e  o r  L e s s e e  f a i l s  t o  a p p o i n t  a n  a p p r a i s e r  w i t h i n  
t h e  t i m e  l i m i t  s p e c i f i e d  a b o v e ,  o r  i f  t h e  t w o  a p p r a i s e r s
a p p o i n t e d  f a i l  t o  a g r e e  u p o n  a t h i r d  a p p r a i s e r  w i t h i n  t h e  t i n e  
l i m i t  s p e c i f i e d  a b o v e ,  s u c h  a p p r a i s e r  s h a l l  b e  a p p o i n t e d  b y  t h e  
P r e s i d i n g  J u d g e  o f  t h e  T h u r s t o n  C o u n t y  S u p e r i o r  C o u r t ,  u p o n  
a p p l i c a t i o n  b y  e i t h e r  p a r t y  f o l l o w i n g  t e n  ( 1 0 )  d a y s  n o t i c e  t o  t h e
o t h e r  p a r t y .  T h e  a p p r a i s e r s  s h a l l  d e t e r m i n e  t h e  f a i r  m a r k e t

v a l u e  o f  t h e  P r o p e r t y  a t  i t s  h i g h e s t  a n d  b e s t  u s e ,  d i s r e g a r d i n g
a n y  i m p r o v e m e n t s  c o n s t r u c t e d  t h e r e o n  b y  L e s s e e .  T h e  f a i r  m a r k e t  
v a l u e  d e t e r m i n e d  b y  s u c h  a p p r a i s e r s ,  o r  i n  t h e  e v e n t  t h e
a p p r a i s e r s  f a i l  t o  a g r e e  u p o n  s u c h  a v a l u e ,  t h e  m a j o r i t y  d e c i s i o n  
o f  t h e  a p p r a i s e r s  s h a l l  b e  b i n d i n g  a n d  c o n c l u s i v e  u p o n  S t a t e  a n d  
L e s s e e .  E a c h  p a r t y  s h a l l  b e a r  t h e  c o s t  o f  t h e  r e s p e c t i v e  
a p p r a i s e r s  s o  s e l e c t e d ,  a n d  t h e  c o s t  o f  t h e  t h i r d  a p p r a i s e r  s h a l l  
b e  d i v i d e d  e q u a l l y  b e t w e e n  S t a t e  a n d  L e s s e e .  F o r  t h e

__________________________________________________________  ( __________________ J  y e a r  p e r i o d
c o m m e n c i n g   , _________ "______________ , t h e
a n n u a l  r e n t  s h a l l  be e q u a l  t o   ___________________________________________________

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

_____________________________________________________________ ( ___________ )  y e a r  p e r i o d ,
t h e  a n n u a l  r e n t  s h a l l  b e  a d j u s t e d  a g a i n  a s  p r o v i d e d  i n  t h i s  
p a r a g r a p h .  N o t w i t h s t a n d i n g  s u b m i s s i o n  o f  t h e  e v a l u a t i o n  t o  t h e  
a p p r a i s e r s ,  L e s s e e  s h a l l  p a y  t h e  r e n t a l  a m o u n t  a s  p r o p o s e d  b y  
S t a t e  o n  t h e  d u e  d a t e s  a s  r e q u i r e d  i f  n o  d e c i s i o n  b y  t h e  p a n e l  o f  
a p p r a i s e r s  h a s  b e e n  made o r  i f  t h e  p a n e l  h a s  n o t  y e t  f o r m e d .
F a i l u r e  o n  t h e  p a r t  o f  S t a t e  t o  e s t a b l i s h  a new r e n t a l  o n  a n y
a n n i v e r s a r y  o f  t h e  C om m e n c e m e n t D a t e  o f  t h i s  L e a s e  o n  w h i c h  s u c h  
a d j u s t m e n t  i s  t o  b e  made s h a l l  n o t  p r e c l u d e  S t a t e  f r o m  d o i n g  s o  
a n y t i m e  t h e r e a f t e r .

Appraisal Adjustment.



---------------------------

EXHIBIT B

S c h e d u l e d  R a n t

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

a c c o r d i n g  t o  t h a  f o l l o w i n g  s c h a d u l a ,  i n  e q u a l  q u a r t e r l y  
i n s t a l l m e n t s ,  i n  a d v a n c e ,  b e g i n n i n g  o n  t h a  C o m m e n c e m e n t  D a t a  o f  
t h i s  L e a s e  a n d  d u e  o n  t h e  sam e d a y  e v e r y  t h i r d  m o n t h  t h e r e a f t e r  
d u r i n g  t h e  T e r m .

C o m m e n c e m e n t  D a t e  t h r o u g h 19

($ q u a r t e r l y p a y m e n t )

19 t h r o u g h  $

19 ( $ q u a r t e r l y p a y m e n t )

19 t h r o u g h  §

19 (5 q u a r t e r l y p a y m e n t )

19 t h r o u g h  S

19 ($ q u a r t e r l y  p a y m e n t )

19 t h r o u g h  $

19 ($ q u a r t e r l y  p a y m e n t )

19 t h r o u g h  $

19 (5 q u a r t e r l y p a y m e n t )

19 t h r o u g h  $

19 ($ q u a r t e r l y p a y m e n t )

19 t h r o u g h  $

19 ($ q u a r t e r l y p a y m e n t )

19 t h r o u g h  $

19 ($ q u a r t e r l y  p a y m e n t )

19 t h r o u g h  $

19 (5 q u a r t e r l y p a y m e n t )

19 t h r o u g h  $

19 ( 5 q u a r t e r l y p a y m e n t )

1 9 ____ t h r o u g h  $



EXHIBIT B

C P I  W i t h  Ho M a x im u m

F o r  th m  p e r i o d  c o m m e n c i n g  o n  ___
t h r o u g h  ______________________________________ , 1 9

19
t h e  a n n u a l r e n t  s h a l l

__________  p e r
y e a r

be t h e  s u n  c o m p u t e d  b y  i n c r e a s i n g  t h a  5 ______________________________
y e a r  a n n u a l  r e n t  p a i d  d u r i n g  t h e  p r i o r  ______________________________
p e r i o d  b y  t h e  p e r c e n t a g e  i n c r e a s e  i n  t h e  U n i t e d  S t a t e s  

D e p a r t m e n t  o f  L a b o r ,  B u r e a u  o f  L a b o r  S t a t i s t i c s ,  C o n s u m e r  P r i c e  
I n d e x  C o r  A l l  U r b a n  C o n s u m e r s  C o r  A l l  I t e m s  C o r  t h a  
S e a t t l e - E v e r e t t  M e t r o p o l i t a n  A r e a  ( " C P I " )  Crom t h e  l e v e l  oC s a i d
C P I  a s  oC _______________________________________________  t o  t h e  l e v e l  o f  t h e  C P I
a s  o f

R e n t  f o r  t h e  p e r i o d

$______________
( p r e v i o u s  r e n t )

d i v i d e d  b y  C P I  a s  o f

o r  i n  o t h e r  w o r d s :

t o
D a t e D a t e

e q u a l s

t i m e s  ( C P I  a s  o f
( c u r r e n t  d a t e )

(p re v io u s  d a te )

I n  t h e  e v e n t  t h e  c h a n g e  i n  t h e  C P I  f o r  s u c h  p e r i o d  i s  a n e g a t i v e  
v a l u e ,  t h e  a n n u a l  r e n t  s h a l l  i n  n o  e v e n t  b e  l e s s  t h a n  t h e  a n n u a l

r e n t  f o r  t h e  p r e c e d i n g  ( ___________________ ) y e a r  p e r i o d .  S u c h  a n n u a l
r e n t  f o r  t h e  ______________________________________________________ ( _______________ ) y e a r

p e r i o d  s h a l l  c o n t i n u e  w i t h o u t  a d j u s t m e n t  t h r o u g h  _________________________ ,

( d a t e )
p a y a b l e  i n  f o u r  ( 4 )  e q u a l  p a y m e n t s  o n  t h e  q u a r t e r l y  p a y m e n t  d a t e s
s p e c i f i e d  a b o v e .  A t  t h e  e n d  o f  e a c h  s u b s e q u e n t  ____________________________

( __________________ ) y e a r  p e r i o d ,  a s i m i l a r  a d j u s t m e n t  i n  t h e  a n n u a l
r e n t  s h a l l  b e  m a d e ;  n a m e l y ,  t h a t  t h e  a n n u a l  r e n t  f o r  e a c h

   ( __________________) y e a r  p e r i o d  s h a l l
b e  e q u a l  t o  t h e  a n n u a l  r e n t  a p p l i c a b l e  i n  t h e  p r e c e d i n g  _______________

________________________     ( ______________________) y e a r  p e r i o d ,
i n c r e a s e d  my t h e  p e r c e n t a g e  i n c r e a s e  i n  t h e  C P I  d u r i n g  s u c h
p r e c e d i n g  ___________________________________________     ( _) y e a r

p e r i o d ;  p r o v i d e d ,  h o w e v e r ,  t h a t  i n  t h e  e v e n t  t h e  c h a n g e  i n  t h e  
C P I  i s  a n e g a t i v e  v a l u e ,  t h e  a n n u a l  r e n t  s h a l l  n o t  b e  l e s s  t h a n  
t h e  a n n u a l  r e n t  a p p l i c a b l e  d u r i n g  t h e  i m m e d i a t e l y  p r e c e d i n g  
p e r i o d .  I n  t h e  e v e n t  s u c h  p r i c e  i n d e x  c e a s e s  t o  b e  p u b l i s h e d ,  
t h e  m o s t  n e a r l y  c o m p a r a b l e  p r i c e  i n d e x  t h e n  p u b l i s h e d  b y  t h e  
U n i t e d  S t a t e s  G o v e r n m e n t  s h a l l  b e  s u b s t i t u t e d  i n  i t s  p l a c e .  I f  
S t a t e  a n d  L e s s e e  c a n n o t  a g r e e  a s  t o  a  s u b s t i t u t e  i n d e x ,  t h e n  a 

new  i n d e x  s h a l l  b e  d e t e r m i n e d  t h r o u g h  a r b i t r a t i o n  i n  a c c o r d a n c e  
w i t h  S e c t i o n  14 a b o v e .  F a i l u r e  o n  t h e  p a r t  o f  S t a t e  t o  e s t a b l i s h  
a new  a n n u a l  r e n t  o n  a n y  a n n i v e r s a r y  o f  t h e  C o m m e n c e m e n t  D a t e  o f  
t h i s  L e a s e  o n  w h i c h  s u c h  a d j u s t m e n t  i s  t o  b e  m a _*  s h a l l  n o t  
p r e c l u d e  S t a t e  f r o m  d o i n g  s o  a n y t i m e  t h e r e a f t e r .

I n  t h e  e v e n t  a c o m p u t a t i o n  o f  a n  a d j u s t m e n t  i n  t h e  a n n u a l  
r e n t  r e q u i r e s  t h e  u s e  o f  p u b l i s h e d  i n f o r m a t i o n  w h i c h  i s  n o t  
a v a i l a b l e  a s  o f  t h e  e f f e c t i v e  d a t e  o f  s u c h  r e n t a l  a d j u s t m e n t ,  t h e  
a d j u s t m e n t  s h a l l  b e  d e t e r m i n e d  a s  s o o n  a s  p r a c t i c a l  a f t e r  t h e  
a d j u s t m e n t  d a t e ,  a n d  L e s s e e  s h a l l  c o n t i n u e  t o  m a k e  p e r i o d i c  
r e n t a l  p a y m e n t s  e q u a l  t o  t h e  a n n u a l  r e n t  p r e v i o u s l y  a p p l i c a b l e .  
A n y  a d j u s t m e n t  i n  s u c h  p a y m e n t s  s h a l l  b e  p a i d  b y  L e s s e e  w i t h i n  
t h i r t y  ( 3 0 )  d a y s  a f t e r  a d e t e r m i n a t i o n  o f  t h e  p r o p e r  a d j u s t m e n t  
h a s  b e e n  m a d e .

B - l .



EXHIBIT C

O n __________________________________________________________________________ , 1 9 _______ , a n d
a t  i n t e r v a l s  o f  n o t  l e s s  t h a n  __________________________________________________________
( _________________ ) y e a r s  t h e r e a f t e r ,  a new  a n n u a l  r e n t a l  w i l l  b e
e s t a b l i s h e d .  T h e  new a n n u a l  r e n t a l  w i l l  b a  b a s e d  o n  t h e  f a i r  
m a r k e t  v a l u e  o f  t h e  P r o p e r t y  m u l t i p l i e d  b y  S t a t e ' s  t h e n  c u r r e n t  
c a p i t a l i z a t i o n  r a t e .  H o w e v e r ?  i n  n o  e v e n t  w i l l  t h e  a d j u s t e d  
a n n u a l  r e n t a l  b e  l e s s  t h a n  t h e  p r e v i o u s  a n n u a l  r e n t a l .  T h e  f a i r  
m a r k e t  v a l u e  w i l l  b e  d e t e r m i n e d ,  e x c l u s i v e  o f  L e s s e e ' s  
i m p r o v e m e n t s ,  b y  S t a t e ' s  a p p r a i s e r .  T h e  f a i r  m a r k e t  v a l u e  w i l l  
b e  e s t a b l i s h e d  a s  o f  t h e  b e g i n n i n g  o f  t h e  r e n t a l  a d j u s t m e n t  
p e r i o d .  I n  t h e  e v e n t  t h a t  a g r e e m e n t  c a n n o t  b e  r e a c h e d  b e t w e e n  
t h e  p a r t i e s  o n  t h e  f a i r  m a r k e t  v a l u e  o f  t h e  P r o p e r t y ,  s u c h  
v a l u a t i o n  s h a l l  b e  s u b m i t t e d  t o  a  p a n e l  o f  t h r e e  a p p r a i s e r s  
( q u a l i f i e d  a s  d e f i n e d  i n  S e c t i o n  14 a b o v e ) . O n e  a p p r a i s e r  s h a l l  
b e  s e l e c t e d  b y  L e s s e e  a n d  t h i s  e x p e n s e  s h a l l  b e  b o r n e  b y  L e s s e e ;  
o n e  a p p r a i s e r  s h a l l  b e  s e l e c t e d  b y  S t a t e  a n d  t h i s  e x p e n s e  s h a l l  
b e  b o r n e  b y  S t a t e ;  t h e s e  a p p r a i s e r s  s o  s e l e c t e d  s h a l l  m u t u a l l y  
s e l e c t  a t h i r d  a p p r a i s e r  a n d  s u c h  e x p e n s e s  s h a l l  b e  s h a r e d  
e q u a l l y  b y  L e s s e e  a n d  S t a t e .  T h e  m a j o r i t y  d e c i s i o n  o f  t h i s  p a n e l  
o f  a p p r a i s e r s  s h a l l  b e  b i n d i n g  a n d  c o n c l u s i v e  u p o n  S t a t e  a n d  
L e s s e e .  N o t w i t h s t a n d i n g  s u b m i s s i o n  o f  t h e  e v a l u a t i o n  t o  t h e  
a p p r a i s e r s ,  L e s s e e  s h a l l  p a y  t h e  r e n t a l  a m o u n t  a s  p r o p o s e d  b y
S t a t e  o n  t h e  d u e  d a t e s  a s  r e q u i r e d  i f  n o  d e c i s i o n  b y  t h e  p a n e l  o f
a p p r a i s e r s  h a s  b e e n  made o r  i f  t h e  p a n e l  h a s  n o t  y e t  b e e n  f o r m e d .
I f  a d d i t i o n a l  p a y m e n t s  o r  r e f u n d s  a r e  r e q u i r e d  a s  a r e s u l t  o f
t h i s  r e v i e w ,  s u c h  m o n i e s  s h a l l  b e  d u e  a n d  p a y a b l e  w i t h i n  t h i r t y  
( 3 0 )  d a y s  a f t e r  s u c h  d e c i s i o n .  F a i l u r e  o n  t h e  p a r t  o f  S t a t e  t o  
e s t a b l i s h  a new r e n t a l  o n  a n y  a n n i v e r s a r y  o f  t h e  C o m m e n c e m e n t  
D a t e  o f  t h i s  L e a s e  o n  w h i c h  a d j u s t m e n t  i s  t o  b e  m a d e  s h a l l  n o t  
p r e c l u d e  S t a t e  f r o m  d o i n g  s o  a n y t i m e  t h e r e a f t e r .

Periodic Reappraisal.



EXHIBIT C

A t  t h e  e n d  o f  t h e  ______________________________________________________________________
( __________________) y e a r  f o l l o w i n g  t h e  C o m m e n c e m e n t  D a t e ,  t h e
P r o p e r t y  s h a l l  b e  a p p r a i s e d  b y  S t a t e .  I f  L e s s e e  d o e s  n o t  a g r e e  
w i t h  t h e  f a i r  m a r k e t  v a l u e  o f  t h e  P r o p e r t y  d e t e r m i n e d  b y  s u c h  
a p p r a i s a l ,  t h e n  t h e  P r o p e r t y  s h a l l  b e  a p p r a i s e d  b y  t h r e e  ( 3 )  
r e a l  e s t a t e  a p p r a i s e r s  ( q u a l i f i e d  a s  d e f i n e d  i n  S e c t i o n  14
a b o v e ) .  O n e  ( 1 )  s h a l l  b e  s e l e c t e d  b y  s t a t e ,  o n e  ( 1 )  s h a l l  b e  
s e l e c t e d  b y  L e s s e e ,  a n d  t h e  t h i r d  a p p r a i s e r  s h a l l  b e  s e l e c t e d  
b y  t h e  t w o  a p p r a i s e r s  s o  s e l e c t e d .  S t a t e  a n d  L e s s e e  s h a l l  
e i t h e r  a g r e e  u p o n  t h e  f a i r  m a r k e t  v a l u e  o f  t h e  P r o p e r t y  o r  e a c h  
s e l e c t  t h e i r  s e p a r a t e  a p p r a i s e r s  b y  n o  l a t e r  t h a n  s i x  ( 6 )  m o n t h s

p r i o r  t o  t h e  (  ) a n n i v e r s a r y  o f
t h e  C o m m e n c e m e n t  D a t e .  T h e  a p p r a i s e r s  s o  s e l e c t e d  s h a l l  s u b m i t  
i n d i v i d u a l  a p p r a i s a l  r e p o r t s  t o  S t a t e  a n d  L e s s e e  i n  w r i t i n g  n o  
l a t e r  t h a n  s i x  ( 6 )  m o n t h s  p r i o r  t o  t h e  r e n t a l  a d j u s t m e n t  d a t e .  
I f  e i t h e r  S t a t e  o r  L e s s e e  f a i l s  t o  a p p o i n t  a n  a p p r a i s e r  w i t h i n  
t h e  t i m e  l i m i t  s p e c i f i e d  a b o v e ,  o r  i f  t h e  t w o  a p p r a i s e r s
a p p o i n t e d  f a i l  t o  a g r e e  u p o n  a t h i r d  a p p r a i s e r  w i t h i n  t h e  t i m e  
l i m i t  s p e c i f i e d  a b o v e ,  s u c h  a p p r a i s e r  s h a l l  b e  a p p o i n t e d  b y  t h e  
P r e s i d i n g  J u d g e  o f  t h e  T h u r s t o n  C o u n t y  S u p e r i o r  C o u r t ,  u p o n  
a p p l i c a t i o n  b y  e i t h e r  p a r t y  f o l l o w i n g  t e n  ( 1 0 )  d a y s  n o t i c e  t o  t h e  
o t h e r  p a r t y .  T h e  a p p r a i s e r s  s h a l l  d e t e r m i n e  t h e  f a i r  m a r k e t  
v a l u e  o f  t h e  P r o p e r t y  a t  i t s  h i g h e s t  a n d  b e s t  u s e ,  d i s r e g a r d i n g  
a n y  i m p r o v e m e n t s  c o n s t r u c t e d  t h e r e o n  b y  L e s s e e .  T h e  f a i r  m a r k e t  
v a l u e  d e t e r m i n e d  b y  s u c h  a p p r a i s e r s ,  o r  i n  t h e  e v e n t  t h e
a p p r a i s e r s  f a i l  t o  a g r e e  u p o n  s u c h  a v a l u e ,  t h e  m a j o r i t y  d e c i s i o n  
o f  t h e  a p p r a i s e r s  s h a l l  b e  b i n d i n g  a n d  c o n c l u s i v e  u p o n  S t a t e  a n d  
L e s s e e .  E a c h  p a r t y  s h a l l  b e a r  t h e  c o s t  o f  t h e  r e s p e c t i v e  
a p p r a i s e r s  s o  s e l e c t e d ,  a n d  t h e  c o s t  o f  t h e  t h i r d  a p p r a i s e r  s h a l l  
b e  d i v i d e d  e q u a l l y  b e t w e e n  S t a t e  a n d  L e s s e e .  F o r  t h e
___________________________________________________________ ( _______________________) y e a r  p e r i o d
c o m m e n c i n g     ,  , t h e
a n n u a l  r e n t  s h a l l  b e  e q u a l  t o  _____________________________________________________
p e r c e n t  o f  t h e  f a i r  m a r k e t  v a l u e  o f  t h e  P r o p e r t y  s o  d e t e r m i n e d .
T h e r e a f t e r ,  d u r i n g  e a c h  s u c c e e d i n g  __________________________________________________

_________________________________________________________________  (  ) y e a r  p e r i o d ,
t h e  a n n u a l  r e n t  s h a l l  b e  a d j u s t e d  a g a i n  a s  p r o v i d e d  i n  t h i s  

p a r a g r a p h .  N o t w i t h s t a n d i n g  s u b m i s s i o n  o f  t h e  e v a l u a t i o n  t o  t h o  
a p p r a i s e r s ,  L e s s e e  s h a l l  p a y  t h e  r e n t a l  a m o u n t  a s  p r o p o s e d  b y  
S t a t e  o n  t h e  d u e  d a t e s  a s  r e q u i r e d  i f  n o  d e c i s i o n  b y  t h e  p a n e l  o f  
a p p r a i s e r s  h a s  b e e n  m a d e  o r  i f  t h e  p a n e l  h a s  n o t  y e t  f o r m e d .
F a i l u r e  o n  t h e  p a r t  o f  S t a t u  t o  e s t a b l i s h  a  n e w  r e n t a l  o n  a n y
a n n i v e r s a r y  o f  t h e  C o m m e n c e m e n t  D a t e  o f  t h i s  L e a s e  o n  w h i c h  s u c h  
a d j u s t m e n t  i s  t o  b e  m a d e  s h a l l  n o t  p r e c l u d e  S t a t e  f r o m  d o i n g  s o  
a n y t i m e  t h e r e a f t e r .

Appraisal Adjustment.
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S B  227

S E N A T E  B I L L  NO. 227 b y  S e n a t o r  D u n c a n ,  e n t i t l e d :

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

w a s  r e a d  t h e  f i r s t  t i m e  a n d  r e f e r r e d  t o  t h e  R e s o u r c e s  
C o m m i t t e e .

A p r i l  10, 1989 S E N A T E  J O U R N A L  p. 1161

S B  227

S e n a t o r  F a h r e n k a m p ,  Chair, m o v e d  a n d  a s k e d  u n a n i m o u s  c o n s e n t  
t h a t  t h e  f i v e - d a y  n o t i c e  b e  w a i v e d  o n  S E N A T E  B I L L  NO. 227 
(An A c t  r e l a t i n g  t o  t h e  i n h e r i t a n c e  o f  h o m e s i t e  e n t r y  
p e r m i t s )  f o r  t h e  R e s o u r c e s  C o m m i t t e e  m e e t i n g  o n  A p r i l  11. 
W i t h o u t  o b j e c t i o n ,  it w a s  so o r d e r e d .

A p r i l  17, 19 8 9  S E N A T E  J O U R N A L  p. 1265

S B  227

T h e  R e s o u r c e s  C o m m i t t e e  c o n s i d e r e d  S E N A T E  B I L L  NO. 227 (An 
A c t  r e l a t i n g  t o  t h e  i n h e r i t a n c e  o f  h o m e s i t e  e n t r y  p e r m i t s )  
a n d  a m a j o r i t y  of  t h e  c o m m i t t e e  r e c o m m e n d e d  d o  p a s s .  T h e  
r e p o r t  w a s  s i g n e d  b y  S e n a t o r  S t u r g u l e w s k i ,  A c t i n g  C h a i r ,  a n d  
c o n c u r r e d  in  b y  S e n a t o r s  H a l f o r d ,  K e r t t u l a ,  Frank, E l i a s o n  
a n d  Z h a r o f f .

Z e r o  f i s c a l  n o t e  p u b l i s h e d  t o d a y  f r o m  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 E N A T E  B I L L  NO. 227 w a s  r e f e r r e d  t o  t h e  R u l e s  C o m m i t t e e .
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S e n a t o r  J i m  D u n c a n

P.O. Box V Juneau. Alaska 99811-3100

(907) 465-4766

COMMITTEES: 
Finance 

Vice C h a ir  -  

H e a lth  E d u c a tio n  
a  S o c ia l Services 

B u d g e t*  A u d it  

Banding *  

Econom ic 
D evelopm ent

M E M O R A N D U M

A p r i l  5, 1989

TO:

FROM:

S U B J E C T : t h e  i n h e r i t a n c e  of  h o m e s i t e

I w o u l d  a p p r e c i a t e  y o u r  s c h e d u l i n g  S B  227, a b i l l  c o n c e r n i n g  t h e  
i n h e r i t a n c e  o f  h o m e s i t e  e n t r y  p e r m i t s ,  f o r  a h e a r i n g  b e f o r e  t h e  
S e n a t e  R e s o u r c e s  C o m m i t t e e  at  y o u r  e a r l i e s t  c o n v e n i e n c e .

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

I h a v e  a t t a c h e d  s o m e  s u p p o r t i n g  
i n c l u d e  in t h e  C o m m i t t e e ' s  b i l l

I l o o k  f o r w a r d  t o  s e e i n g  S B  227

i n f o r m a t i o n  w h i c h  y o u  m a y  w i s h  t o  
files.

on y o u r  C o m m i t t e e  c a l e n d a r  soon.

S B  227, A n  \ c t  r e l a t i n g  t o  
e n t r y  p e r m i t s . "

F a h r e n k a m p ,  Chairpex'son 
C o m m i t t e e

D istrict C



B Y  S E N A T O R  D D N C A N

S e n a t e  B i l l  227

" A n  A c t  r e l a t i n g  to t h e  i n h e r i t a n c e  o f  h o m e s i t e  e n t r y  
p e r m i t s . "

S e c t i o n  1.

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

S e c t i o n  2.

A l l o w s  f o r  an  a p e r s o n  w h o  is h o l d i n g  a h o m e s i t e  p a t e n t  to 
a p p l y  f o r  a n d  h o l d  a h o m e s i t e  e n t r y  p e r m i t  b y  i n h e r i t a n c e  as 
p r o v i d e d  in s e c t i o n  1.



ATTORNEYS AT LAW

B A X T E R  M A R K S
PROFESSION!AL CORPORATION!

R O BOX 32819 
JUNEAU. ALASKA 99B03 
(907) 789-3 166 (Telephone) 
(907) 789-19 13 (Telecopier)

FRED | BAXTER 
STEVEN G. MARKS 
DANIIEL G. BRUCE 

CHRYSTAL SOMMERS BRAND

J u l y  26, 1988

Mr. D a l e  S t a l e y  
S e n a t o r  D u n c a n ' s  O f f i c e  
P. 0. B o x  V  
J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  Dale:

A  c l i e n t  of  m i n e  h a s  r e q u e s t e d  t h a t  I c o n t a c t  y o u r  o f f i c e  
r e q u e s t i n g  S e n a t o r  D u n c a n ' s  a s s i s t a n c e  in o b t a i n i n g  a s t a t u­
to r y  i n t e r p r e t a t i o n  as to  A S  3 8 . 0 8 . 0 5 0 ,  a n d  A S  3 8 . 0 8 . 0 6 0 .  O u r  
s p e c i f i c  c o n c e r n  has t o  d o  w i t h  A S  3 8 . 0 8 . 0 6 0 ( c ) .  T h i s  p r o v i­
s i o n  p r o v i d e s  t h a t  a p e r s o n  m a y  n o t  b e  i s s u e d  m o r e  t h a n  o n e  
p a t e n t  for a h o m e s i t e  d u r i n g  a l i f e t i m e ,  n o r  m a y  a n y  p e r s o n  
w h o  is a m e m b e r  of a p a t e n t  h o l d e r ' s  h o u s e h o l d  b e  i s s u e d  a 
p a t e n t  w h i l e  a m e m b e r  o f  the p a t e n t  h o l d e r ' s  h o u s e h o l d .

T h e  s i t u a t i o n  m y  c l i e n t  is c o n f r o n t e d  w i t h  is t h a t  w h i l e  
h e  c u r r e n t l y  i s  a p a t e n t - h o l d e r , A S  3 8 . 0 8 . 0 6 0  a p p e a r s  t o  
p r o h i b i t  h i m  f r o m  h a v i n g  i s s u e d  a n y  f u r t h e r  p a t e n t s  in h i s  
n a m e .  M y  c l i e n t  h a s  n o w  b e e n  b e q u e a t h e d  a n  i n t e r e s t  i n  a 
h o m e s i t e  e n t r y  p e r m i t  b y  his aunt. W h i l e  I c a n  u n d e r s t a n d  t h e  
i n t e n t  of t h e  L e g i s l a t u r e  p r o h i b i t i n g  an i n d i v i d u a l  a n d / o r  
f a m i l y  m e m b e r s  f r o m  m u l t i p l e  f i l i n g s ,  it s e e m s  r a t h e r  h a r s h  to  
p r o h i b i t  a p a t e n t  h o l d e r  o f  a h o m e s i t e  f r o m  r e c e i v i n g  a 
h o m e s i t e  e n t r y  p e r m i t  w h i c h  he w o u l d  t h e n  b e  e n t i t l e d  to p r o v e  
up on. If t h e  l a n g u a g e  of AS  3 8 . 0 8 . 0 6 0 ( c )  is t a k e n  at fa c e  
v a l u e ,  m y  c l i e n t  w o u l d  n o t  b e  a b l e  to r e c e i v e  a b e q u e s t  l e f t  
to him.

Of Ht f S LOCATFLD AT PMOff SSlONAl. PLA?A » C'.t AOf R MiriMWAY



B A X T E R  &«- M A R K S
professional corporation

Mr. D a l e  S t a l e y  
J u l y  26, 1988 
P A G E  2

I a m  r e q u e s t i n g  y o u r  a s s i s t a n c e  i n  c o n t a c t i n g  the
A t t o r n e y  G e n e r a l ' s  O f f i c e  in an  a t t e m p t  to  d e t e r m i n e  w h e t h e r  
i t  w a s  a c t u a l l y  t h e  l e g i s l a t i v e  i n t e n t  o f  t h i s  s t a t u t o r y  
s e c t i o n  to p r o h i b i t  an i n d i v i d u a l  f r o m  i n h e r i t i n g  a h o m e s i t e  
e n t r y  p e r m i t  w h e n  in f a c t  he h a s  a l r e a d y  b e e n  i s s u e d  a p a t e n t .  
The s t a t u t e  s p e c i f i c a l l y  p r o v i d e s  t h a t  a h o m e s i t e  e n t r y  p e r m i t  
m a y  b e  a s s i g n e d  b y  t e s t a t e  or i n t e s t a t e  s u c c e s s i o n .  A l l o w i n g
t h e  c o n v e y a n c e  b y  t e s t a t e  or i n t e s t a t e  s u c c e s s i o n  w i t h o u t  a
l i m i t a t i o n  set f o r t h  in AS  3 8 . 0 8 . 0 4 0 ,  s e e m s  to b e  c o n t r a d i c­
to r y  o f  the l a n g u a g e  in A S  3 8 . 0 8 . 0 6 0 ( c ) .

Y o u r  a s s i s t a n c e  in a t t e m p t i n g  to o b t a i n  a c l a r i f i c a t i o n  
o f  t h e  l e g i s l a t i v e  i n t e n t  in t h i s  r e g a r d  w o u l d  be  h e l p f u l .
S h o u l d  you d e s i r e  a d d i t i o n a l  i n f o r m a t i o n ,  p l e a s e  f e e l  free to 
c o n t a c t  me.

V e r y  t r u l y  y o u r s

B A X T E R  & M A R K S

F r e d  O'. B a x t e r

F J B / p c

WPS 1 .33
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S e n a t o r  J im  D u n c a n

COMMITTEES:
Finxnce

/  R esoI  RCES
• ''E - iT ' '  '  P  n  R n v  V  I i i n f a i ; A i  a s k a  9 9 8 1 1 Budget  xnd  A lP.O. Bo n V Ju n e a u . A laska 99811 budge t  xnd a u d i t

(907) 465-4766

A u g u s t  10, 1988

G r a c e  B e r g  S c h a i b l e  
A t t o r n e y  G e n e r a l  
S t a t e  o f  A l a s k a  
P.O. B o x  K  
J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  A t t o r n e y  G e n e r a l  S c h a i b l e :

I a m  r e q u e s t i n g  a f o r m a l  o p i n i o n  c o n c e r n i n g  t h e  p r o p e r  
i n t e r p r e t a t i o n  of  A S  3 8 . 0 8 . 0 4 0  t h r u  A S 3 8 . 0 8 . 0 6 0 (c) as  t h o s e  
s e c t i o n s  p e r t a i n  t o  a p a t e n t  h o l d e r  of  a h o m e s i t e  r e c e i v i n g  a 
b e q u e a t h  o f  a h o m e s i t e  e n t r y  p e r m i t .

M y  f i r s t  r e a d i n g  o f  t h e  s t a t u t e s  is t h a t  a p e r s o n  m a y  n o t
h o l d  m o r e  t h a n  o n e  h o m e s i t e  e n t r y  p e r m i t  o r  p a t e n t .  H o w e v e r ,  t h e  
s t a t u t e  d o e s  p r o v i d e  for t r a n s f e r  b y  t e s t a t e  o r  i n t e s t a t e  
s u c c e s s i o n .  T h i s  f o r m  o f  c o n v e y a n c e  w i t h o u t  s t a t u t o r y  l i m i t a t i o n  
s e e m s  t o  b e  c o n t r a d i c t o r y  t o  t h e  p r o v i s i o n s  o f  AS 3 8 . 0 8 . 0 6 0 ( c )  
t h a t  r e a d s  in part, "A p e r s o n  m a y  n o t  b e  i s s u e d  m o r e  t h a n  o n e  
p a t e n t  d u r i n g  a l i f e t i m e . . . "

I w o u l d  l i k e  to  k n o w  if t h i s  s t a t u t e  is c o n t r a d i c t o r y  or 
not. D o e s  it p r o h i b i t  an  i n d i v i d u a l  f r o m  i n h e r i t i n g  a h o m e s i t e
e n t r y  p e r m i t  w h e n  in fa c t  h e  h a s  a l r e a d y  b e e n  i s s u e d  a p a t e n t  o r
is t h a t  a m i s i n t e r p r e t a t i o n  of t h e  s t a t u t e ?

T h a n k  y o u  for y o u r  a s s i s t a n c e  in t h i s  m a t ter.

S i n c e r e l y ,

' J i m  D u n c a n  
S e n a t o r

 ----------------- D lM K IC  i C --------
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D E P A R T M E N T  O F  L A W

OFFICE OF THE ATTORNEY GENERAL

S e p t e m b e r  23, 1988

REPLY TO:

□  1031 W 4th AVENUE 
SUITE 200
ANCHORAGE. ALASKA 99501-1994 
PHONE: (907) 276-3550

□  1st NATIONAL CENTER 
100 CUSHMAN ST.
SUITE 400
FAIRBANKS. ALASKA 99701-4679

Q ^P.O . BOX K-STATE CAPITOL 
^  JUNEAU. ALASKA 99811-0300 

PHONE: (907) 465-3600

STEVE COWPER, GOVERNOR

T h e  H o n o r a b l e  J i m  D u n c a n  
A l a s k a  S t a t e  L e g i s l a t u r e  
P.O. B o x  V
J u n e a u , .A l a s k a  9 9 8 1 1

Re: H o m e s i t e  e n t r y  p e r m i t s
A G  F i l e  No. 6 6 3 - 8 9 - 0 0 7 1

D e a r  S e n a t o r  Duncan:

Th i s  is a b e l a t e d  r e s p o n s e  to y o u r  A u g u s t  10, 1988, i n­
q u i r y  r e g a r d i n g  the p r o p e r  i n t e r p r e t a t i o n  of  A S  3 8 . 0 8 . 0 4 0  —
3 8 . 0 8 . 0 6 0 ( c )  as t h o s e  s e c t i o n s  p e r t a i n  to a h o m e s i t e  p e r m i t t e e  or 
p a t e n t e e  r e c e i v i n g  a b e q u e s t  o f  a h o m e s i t e  e n t r y  p e r m i t .  A s  I 
e x p l a i n e d  to D a l e  S t a l e y  o f  y o u r  s t a f f  o n  S e p t e m b e r  16, 1988, I 
h a v e  b e e n  u n a b l e  to a d d r e s s  th i s  m a t t e r  b e f o r e  n o w  b e c a u s e  of the
p r e s s  o f  d e f e n s i v e  l i t i g a t i o n  -- i.e., d e f e n d i n g  t h e  s t a t e  in
a c t i o n s  b r o u g h t  b y  othe r s .  (These c a s e s  in c l u d e ,  a m o n g  others, 
U n i t e d  S t a t e s  v. A l a s k a , the " D i n k u m  S a n d s "  case; W e i s s  v. S t a t e , 
the m e n t a l  h e a l t h  t r u s t  l a n d  case; a n d  U S A G  v. S t a t e , a c h a l l e n g e  
to the s t a t e ' s  m a n a g e m e n t  o f  the S o u t h e a s t  A l a s k a  s e i n e  a n d  
g i l l n e t  f l e e t s  o n  the b a s i s  of  area, time, a n d  g e a r  r e s t r i c­
tions .)

I n o n e t h e l e s s  h a v e  b r i e f l y  l o o k e d  at A S  3 8 . 0 8 . 0 4 0  -- 
3 3 . 0 8 . 0 6 0 ( c ) ,  a n d  a g r e e  w i t h  y o u r  i n i t i a l  c o n c l u s i o n  th a t  the 
s t a t u t e s  are s o m e w h a t  i n c o n s i s t e n t .  A S  3 8 . 0 8 . 0 4 0 ( c )  p r o v i d e s  for 
the t r a n s f e r  of  a h o m e s i t e  p e r m i t  " b y  t e s t a t e  or i n t e s t a t e  s u c­
cess i o n ,  to a s p o u s e  d u r i n g  m a r r i a g e ,  b y  o r d e r  o f  a c o u r t  as p a r t  
of  a d i v o r c e  s e t t l e m e n t ,  or to e i t h e r  a m e m b e r  o f  the i m m e d i a t e  
f a m i l y  o r  a g r a n t e e  of the a p p l i c a n t  in the case o f  a n  e x t r e m e  
e m e r g e n c y  or i l l n e s s  that d i s a b l e s  the a p p l i c a n t . "  A t  the same 
time, A S  3 8 . 0 8 . 0 4 0 ( d )  p r o v i d e s  in p a r t  t h a t  "a p e r s o n  m a y  n o t  
s i m u l t a n e o u s l y  h o l d  m o r e  t h a n  o n e  h o m e s i t e  e n t r y  p e r m i t . "  In 
a d d i t i o n ,  A S  3 8 . 0 8 . 0 6 0 ( c )  p r o v i d e s  t h a t  a p e r s o n  m a y  n o t  b e  
i s s u e d  m o r e  than one h o m e s i t e  p a t e n t  in a lifet i m e .

F r o m  the s t a t u t e s ,  w e  c a n n o t  c o n c l u d e  w h i c h  p r o v i s i o n s  
w o u l d  c o n t r o l  if a h o m e s i t e  e n t r y  p e r m i t e e  or p a t e n t e e  a l s o
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r e c e i v e d  a t r a n s f e r  of a h o m e s i t e  e n t r y  p e r m i t  u n d e r  t h e  m e t h o d s  
a u t h o r i z e d  in AS 3 8 . 0 8 . 0 4 0 ( c ) .  T h e  t r a n s f e r  p r o v i s i o n s  o f  that 
s u b s e c t i o n  w o u l d  s e e m  to a u t h o r i z e  a t r a n s f e r ;  the p r o h i b i t i o n s  
in A S  3 8 . 0 8 . 0 4 0 ( d )  a n d  A S  3 8 . 0 8 . 0 6 0 ( c )  w o u l d  a p p e a r  to p r o h i b i t  
i t .

W e  h a v e  b e e n  u n a b l e  to f i n d  a n y  a d m i n i s t r a t i v e  r e g u l a­
ti o n  a d d r e s s i n g  t h i s  s i t u a t i o n ,  a n d  w e  are n o t  a w a r e  o f  a n y  
i n s t a n c e  in w h i c h  t h i s  s i t u a t i o n  h a s  b e e n  a d d r e s s e d  b y  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 . Y o u  m a y  w i s h  to c o n t a c t  that 
d e p a r t m e n t  d i r e c t l y  to d e t e r m i n e  w h e t h e r  s u c h  a s i t u a t i o n  h a s  
o c c u r r e d  in the p a s t  and, i f  so, h o w  t h e  d e p a r t m e n t  h a n d l e d  it 
a d m i n i s t r a t i v e l y .

In the m e a n t i m e ,  a n d  l o o k i n g  o n l y  at the s t a t u t e s ,  it 
w o u l d  a p p e a r  that a n  a m e n d m e n t  to c l a r i f y  the l e g i s l a t u r e ' s  i n­
tent in th i s  r e g a r d  m i g h t  b e  a p p r o p r i a t e .

If w e  can a n s w e r  f u r t h e r  q u e s t i o n s ,  p l e a s e  c o n t a c t  us 
at y o u r  c o n v e n i e n c e .

S i n c e r e l y ,

G R A C E  B E R G  S C H A I B L E
A T T O R N E Y  G E N E R A L

uj •
G. T h o m a s  K o e s t e r

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

G T K : d i m
cc: Hon. J u d i t h  M. B r a d 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
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DEPARTMENT OF NATURAL RESOURCES 
DIVISION OF LAND *< WATER MANAGEMENT 
POLICY i\ PROCEDURE COORDINATION 
SUBJECT• Attn. Larry 0 and Janet .B re SB 22?

1 see no bin problem with the bilL. thcunh it needs some fine-Tuninn. The 
sentence added to .040(c) in Section i at the bill is not strictly necessary 
and confuses the issue somewhat. Add inn the "except as provided'1 lannuane to 
. 040 (ci) a I. r e a cl v e n s u r e s t hat i n h e r i t i n :i a h o m e sTFe w o n ' t m a k e s o m e o n e
ineLinible to net another one. so it would be best to drop the .040(c)
addition. I1: not dropped, fix: permittees don't qualify under BOTH .060(a) and
(e); <e) is an alternative to (a). Just refer to AS 3S.0B.060 pLain vanilla.
A Iso. t h e s t r e s  s o n  “the i n cl i v i cl u a I “ (n e w L a n ci u a n e i n .040(c)) t h e n h a s t o b e
c c u m e r a c t e d  b v  the w o r d  inn b e  inn a d d e d  in trie n e w  .060(f): we r e a l l y  m e a n  to
count the o r i n i n a L  p e r m i t t e e ' s  e f f o r t s  too* 6 w h y  s h o u l d  th i s  o p p o r t u n i t y  be 
r e s t r i c t e d  to i n h e r i t a n c e  c a s e s ?  If a f a t h e r  f a l L s  n r a v e l y  ill and has to 
t r a n s f e r  h i s  p e r m i t  to h i s  son. s h o u l d n ' t  the f a t h e r ' s  c o n s t r u c t i o n  of a 
dwell inn and two years' o c c u p a n c y  o f  t h e  p e r m i t  s i t e  c o u n t  t o w a r d  the s o n ' s  
e v e n t u. a I p a t e n t ?

f n i s. w a s  d o n e  v e r y  h a s t i l y ;  I'll n i v e  it s o m e  m o r e  t h o u n h t  and cat I y o u  on 
Monday*

MARY KAYE HESSION 
762-2630 ......
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Mr. President:

R e s o u r c e s

FURTHER

DATE TURNED INTO OFFICE %-S- 01

Committee considered SB 241

a u t h o r i z i n g  the D e p a r t m e n t  of C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  to a c c e p t  
l a n d  c o n v e y e d  b y  a s t a t e  or f e d e r a l  a g e n c y  and to r e c e i v e  l a n d  f r o m  
d i s s o l v e d  m u n i c i p a l i t i e s

and recommended

[ ] replace with
] or adopt

same title 
)[] new title 
[] technical 
title change 
(HB only)

[ ] attached amendment(s) and

[ ] ____________________letter of intent adopted

do pass 

[ ] do not pass 

[ ] no recommendation 

[ ] individual recommendations

[ ] further referral to ______________________________

FISCAL NOTEfS) zero [ ] fiscal impact [ ] appropriation no FN
[ ] new [ ] updated [ ] previous
[ ] same as previous fiscal note(s) published __________________________

MEMBERS SIGNING DO PASS OTHER RECOMMENDATIONS

[ ] Committee Backup

- ~ t a u m c i p a i i t y  u n d e r  AS 2 9 . 0 6 . 4 5 0  - 2 9 . 0 6 . 5 3 0  

Sec. 2. A S  44.47. 150(d) is a m e n d e d  to read:

attached
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S E N A T E  C O M M I T T E E  R E P O R T
“  ' • ‘i  •*' ”  *’ * '• ' i \ .  ■ ,V "’ vi ;" V.r* •

FIRST COMMITTEE OF REFERRAL

;

Date of 5-DAY NOTICE 8'30- 
IN ACCORDANCE WITH UNIFORM RULE 23

FURTHER R E S

**FISCAL NOTE(S) MUST BE ATTACHED 
IN ACCORDANCE WITH AS 24.08.035

3 / 2 8 / 8 9  

Mr. President:

DATE TURNED INTO OFFICE 4-00- 0^

C & R A Committee considered
SB 241

a u t h o r i z i n g  the D e p a r t m e n t  of C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  to a c c e p t  
l a n d  c o n v e y e d  b y  a s t a t e  or f e d e r a l  a g e n c y  a n d  to r e c e i v e  land f r o m  
d i s s o l v e d  m u n i c i p a l i t i e s

and recommended:

[ t/f^eplace with CS ok  r ^ -

[ ] attached amendment(s) and

[] same title 
’[] new title

[ ] ____

do pass

letter of intent adopted

[ ] do not pass

[ ] no recommendation

[ ] individual recommendations

[ ] further referral to

FISCAL NOTE(S) attached [Y] zero [ ] fiscal impact
[ 3 appropriation no N attached [ ] Gov. FN introduced w/ bill

OTHER RECOMMENDATIONS .*■4■

A/4

Chair-' signature and recommendation
[ ] Committee backup attached
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O r i g i n a l  s p o n s o r :  A d a m s

1 I N  T H E  S E N A T E  B Y  T H E  R E S O U R C E S  C O M M I T T E E

2 CS F O R  S E N A T E  B I L L  NO. 241 ( R e s o u r c e s )

3 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

4 S I X T E 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

5 A  B I L L

6 F o r  an  A c t  e n t i t l e d :  "An A c t  a u t h o r i z i n g  the c o m m i s s i o n e r  of c o m m u n i t y  a n d

7 r e g i o n a l  a f f a i r s  t o  a c c e p t  la n d  c o n v e y e d  b y  a s t a t e

8 or f e d e r a l  a g e n c y  a n d  to r e c e i v e  l a n d  f r o m  d i s s o l v e d

9 m u n i c i p a l i t i e s ;  r e q u i r i n g  the c o m m i s s i o n e r  o f  c o m m u­

n i t y  a n d  r e g i o n a l  a f f a i r s  to t r a n s f e r  c e r t a i n  l a n d  to 

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

12 for an e f f e c t i v e  d a t e . "

13 B E  I T  E N A C T E D  B Y  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. A S  4 4 . 4 7 . 1 5 0 ( a )  is a m e n d e d  to read:

10

11

14

15 Sec. 4 4 . 4 7 . 1 5 0 .  [VILLAGE] L A N D  C O N V E Y E D  I N  TRUST. (a) T h e

15 c o m m i s s i o n e r

17 (1) s h a l l  [IS D E S I G N A T E D  TO] a c c e p t ,  a d m i n i s t e r ,  a n d  d i s -

18 p o s e  o f  l a n d  c o n v e y e d  to the s t a t e  in t r u s t  b y  v i l l a g e  c o r p o r a t i o n s

19 u n d e r  43 U . S . C .  161 3 ( c ) ( 3 )  (sec. 1 4 ( c ) (3) of the A l a s k a  N a t i v e  C l a i m s

20

21

22

23

24

25

26

29

S e t t l e m e n t  Act_)_ for the p u r p o s e s  s p e c i f i e d  in that s e c t i o n ^

(2) may, w i t h  the c o n c u r r e n c e  of  an a p p r o p r i a t e  v i l l a g e

t h e  a b s e n c e  o f an a p p r o p r i a t e  v i l l a g e e n t i t y , u n d e r  p r o c e d u r e s  p r e -

s c r i b e d  by  r e g u l a t i o n s  of  the c o m m i s s i o n e r ,  a c c e p t ,  a d m i n i s t e r ,  a n d

d i s p o s e  of  land c o n v e y e d  in t r u s t  b y  a s t a t e  or f e d e r a l  a g e n c y  a n d  b y

t h e  d i s s o l u t i o n o f  a m u n i c i p a l i t y  u n d e r  A S  2 9 . 0 6 .450 - 2 9 . 0 6 . 5 3 0 .

27 * Sec. 2. A S  4 4 . 4 7 . 1 5 0 ( d )  is a m e n d e d  to r e ad:

28 (d) S e p a r a t e  a c c o u n t s  s h a l l  be m a i n t a i n e d  in the n a m e  of e a c h

v i l l a g e  for the land, i n c l u d i n g  [THE] r e v e n u e s  g e n e r a t e d  f r o m  the

-1- C S S B  2 4 1 (Res)



land, a c q u i r e d  [ F R O M  E A C H  V I L L A G E  C O R P O R A T I O N ]  u n d e r  this s e c t i o n ,  a n d

2 w i t h i n  90 da y s  a f t e r  [OF] the c l o s e  o f  e a c h  s t a t e  f i s c a l  y e a r  a s t a t e -

3 m e n t  o f  the a c c o u n t  f o r  each v i l l a g e  [ M U N I C I P A L I T Y ]  s h a l l  b e  p r e p a r e d

4 b y  t h e  c o m m i s s i o n e r  and be m a d e  a v a i l a b l e  to the v i l l a g e  a n d  to the

5 p u b l i c  u p o n  r e q u e s t .

6 * Sec. 3.  A S  4 4 . 4 7 . 1 5 0 ( e )  is a m e n d e d  t o  r e ad:

7 (e) U p o n  the c o n v e y a n c e  o f  l a n d  to  a m u n i c i p a l i t y  u n d e r  this

8 s e c t i o n ,  the c o m m i s s i o n e r  s hall a c c o u n t  to t h e  m u n i c i p a l i t y  f o r  a l l

9 p r o f i t s  i n c l u d i n g  i n t e r e s t  g e n e r a t e d  f r o m  the l a n d . T h e  [, A N D  THE] 

m u n i c i p a l i t y  m a y  t h e n  r e q u e s t  [THAT] the g o v e r n o r  _to sub m i t  a r e q u e s t  

to the l e g i s l a t u r e  f o r  a n  a p p r o p r i a t i o n  f o r  t h e  a m o u n t  due t h e  m u n i c -

12 i p a l i t y  [ I T ] .

13 *  Sec. 4. A S  4 4 . 4 7 . 1 5 0 ( f )  is a m e n d e d  to r e a d :

(f) T i t l e  to [A TI T L E ]  or a n  i n t e r e s t  in l a n d  [TO LANDS] a c q u i r­

ed by  the d e p a r t m e n t  u n d e r  this s e c t i o n  m a y  n o t  b e  a c q u i r e d  b y  a d v e r s e

10

11

14

15

16 | p o s s e s s i o n  or p r e s c r i p t i o n .  N o t w i t h s t a n d i n g  (a) - (e) of t h i s  sec-

17

23

24

tion, o n  the d i s s o l u t i o n  of a m u n i c i p a l i t y  u n d e r  A S  2 9 . 0 6 . 4 5 0  - 29.-

18 ; 06.530, u n i m p r o v e d  l a n d  o w n e d  by  t h e  m u n i c i p a l i t y  t h a t  w a s  r e c e i v ed by

19 the m u n i c i p a l i t y  f r o m  the state u n d e r  a m u n i c i p a l  l a n d  g r a n t  entitle-

20 m e n t  p r o g r a m  s h a l l  b e  t r a n s f e r r e d  b y  the c o m m i s s i o n e r  to the c o m m i s -

21 s i o n e r  o f  n a t u r a l  r e s o u r c e s .  •—  ^  ̂  O  ^

22 * Sec. 5. AS 4 4 . 4 7 . 1 5 0 ( g )  is a m e n d e d  to read;

(g) F o r  t h e  p u r p o s e s  of t h i s  s e c t i o n ,  " m u n i c i p a l i t y "  [T H E  T E R M  

M U N I C I P A L I T Y ]  i n c l u d e s  o n l y  first a n d  s e c o n d  c l a s s  c i t i e s  i n c o r p o r a t e d

25 u n d e r  the laws o f  the state.

26 * Sec. 6. Th i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  u n d e r  AS  0 1 . 1 0 . 0 7 0 ( c ) .

27

28 

29
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O r i g i n a l  s p o n s o r :  A d a m s

IN T H E  S E N A T E  B Y  T H E  R E S O U R C E S  C O M M I T T E E

CS F O R  S E N A T E  B I L L  NO. 24 1 ( R e s o u r c e s )

IN T H E  L E G I S L A T U R E  OF  T H E  S T A T E  O F  A L A S K A  

S I X T E 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 :  " A n  A c t  a u t h o r i z i n g  the c o m m i s s i o n e r  of c o m m u n i t y  and

r e g i o n a l  a f f a i r s  to a c c e p t  l a n d  c o n v e y e d  b y  a s t ate 

o r  f e d e r a l  a g e n c y  and to r e c e i v e  la n d  f r o m  d i s s o l v e d  

m u n i c i p a l i t i e s ;  r e q u i r i n g  t h e  c o m m i s s i o n e r  of c o m m u­

n i t y  a n d  r e g i o n a l  a f f a i r s  to t r a n s f e r  c e r t a i n  la n d  to 

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

f o r  a n  e f f e c t i v e  d a t e . "

BE IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF T H E  S T A T E  OF  A L A S K A :

* S e c t i o n  1. A S  4 4 . 4 7 . 1 5 0 ( a )  is a m e n d e d  to read:

Sec. 4 4 . 4 7 . 1 5 0 .  [VILLAGE] L A N D  C O N V E Y E D  IN TR U S T .  (a) The 

c o m m i s s i o n e r

( 1) s h a l l  [IS D E S I G N A T E D  TO] a c c e p t ,  a d m i n i s t e r ,  a n d  d i s­

p o s e  of l a n d  c o n v e y e d  to the s t a t e  in t r u s t  b y  v i l l a g e  c o r p o r a t i o n s

u n d e r  43 U.S.C. 1 6 1 3 ( c ) ( 3 )  ( s e c . 14(c)(3)) o f  the A l a s k a  N a t i v e  C l a i m s

S e t t l e m e n t  Act_). f o r  the p u r p o s e s  s p e c i f i e d  in t h a t  s e c t i o n ^

(2) m a y ,  w i t h  the c o n c u r r e n c e  o f  an a p p r o p r i a t e  v i l l a g e

e n t i t y  r e c o g n i z e d  b y  the c o m m i s s i o n e r  u n d e r  (b) o f  this s e c t i o n  or, in 

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

s c r i b e d  b y  r e g u l a t i o n s  of the c o m m i s s i o n e r ,  a c c e p t ,  a d m i n i s t e r ,  and

d i s p o s e  o f  la n d  c o n v e y e d  in trust by a s t a t e  or  f e d e r a l  a g e n c y  a n d  by

the d i s s o l u t i o n  o f  a m u n i c i p a l i t y  u n d e r  A S  2 9 . 0 6 . 4 5 0  - 2 9 . 0 6 . 5 3 0 .

* Sec. 2. A S  4 4 . 4 7 . 1 5 0 ( d )  is a m e n d e d  to read:

(d) S e p a r a t e  a c c o u n t s  s h all be m a i n t a i n e d  m  the n a m e  of  e a c h  

v i l l a g e  f o r  the land, i n c l u d i n g  [THE] r e v e n u e s  g e n e r a t e d  f r o m  the

- 1 -  CSSB 241(R e s)
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land, a c q u i r e d  [ F R O M  E A C H  V I L L A G E  C O R P O R A T I O N ]  u n d e r  this s e c t i o n ,  and 

w i t h i n  90 d a y s  a f t e r  [OF] the c l o s e  o f  e a c h  s t ate f i s c a l  y e a r  a s t a t e­

m e n t  of the a c c o u n t  f o r  e a c h  v i l l a g e  [ M U N I C I P A L I T Y ]  s h a l l  be  p r e p a r e d  

b y  t h e  c o m m i s s i o n e r  a n d  be m a d e  a v a i l a b l e  to t h e  v i l l a g e  a n d  to the 

p u b l i c  u p o n  r e q u e s t .

* Sec. 3. A S  4 4 . 4 7 . 1 5 0 ( e )  is a m e n d e d  to read:

(e) U p o n  the c o n v e y a n c e  o f  l a n d  to a m u n i c i p a l i t y  u n d e r  this 

s e c t i o n ,  the c o m m i s s i o n e r  s h a l l  a c c o u n t  to the m u n i c i p a l i t y  for all 

p r o f i t s  i n c l u d i n g  i n t e r e s t  g e n e r a t e d  f r o m  the l a n d . T h e  [, A N D  THE] 

m u n i c i p a l i t y  m a y  t h e n  r e q u e s t  [THAT] the g o v e r n o r  to s u b m i t  a r e q u e s t  

to t h e  l e g i s l a t u r e  for a n  a p p r o p r i a t i o n  f o r  the a m o u n t  due the m u n i c ­

i p a l i t y  [IT].

* Sec. 4. A S  4 4 . 4 7 . 1 5 0 ( f )  is a m e n d e d  to read:

(f) T i t l e  to [A T I T L E ]  o r  an  i n t e r e s t  in l a n d  [TO L A N D S ]  a c q u i r­

e d  by  the d e p a r t m e n t  u n d e r  this s e c t i o n  m a y  not be  a c q u i r e d  b y  a d v e r s e  

p o s s e s s i o n  or p r e s c r i p t i o n .  N o t w i t h s t a n d i n g  (a) - (e) o f  this s e c­

tion, on the d i s s o l u t i o n  of  a m u n i c i p a l i t y  u n d e r  A S  2 9 . 0 6 . 4 5 0  - 29.- 

0 6 . 5 3 0 ,  u n i m p r o v e d  l a n d  that w a s  o w n e d  b y  the m u n i c i p a l i t y  o n  the d a t e  

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

u n d e r  a m u n i c i p a l  l a n d  g r a n t  e n t i t l e m e n t  p r o g r a m  is t r a n s f e r r e d  to the 

c o m m i s s i o n e r  of n a t u r a l  r e s o u r c e s .

* Sec. 5. AS 4 4 . 4 7 . 1 5 0 ( g )  is a m e n d e d  to read:

(g) F o r  the p u r p o s e s  o f  this s e c t i o n ,  ''municipality" [THE T E R M  

M U N I C I P A L I T Y ]  i n c l u d e s  o n l y  f i r s t  a n d  s e c o n d  class c i t i e s  i n c o r p o r a t e d  

u n d e r  the laws o f  the state.

* Sec. 6. T h i s  A c t  t a kes e f f e c t  i m m e d i a t e l y  u n d e r  AS 0 1 . 1 0 . 0 7 0 ( c ) .
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D e a r  S e n a t o r  Adams:

T h i s  l e t t e r  is in s u p p o r t  of S e n a t e  Bill No. 241 a n d  thus 
y o u r  e f f o r t s  to r e s o l v e  la n d  c o n v e y a n c e  p r o b l e m s  it 
a d d r e s s e s .  I ncluded in t hese c o m m e n t s  a r e  s u g g e s t e d  
a m e n d m e n t s  to the c o m m i t t e e  s u b s t i t u t e  th a t  e m e r g e d  f r o m  
S e n a t e  CRA.

T h e  p u r p o s e  of SB 241 is to b r o a d e n  D e p a r t m e n t  of C o m m u n i t y  
a n d  R e g i o n a l  A f f a i r s  (DCRA) aut h o r i t y ,  s p e c i f i c a l l y  that of 
the M u n i c i p a l  L a n d s  T r u s t  Program, to a c c e p t  and 
a d m i n i s t r a t o r  la n d  o t h e r  th a n  la n d  r e c o n v e y e d  u n d e r  
p r o v i s i o n s  of S e c t i o n  14(c)(3) of the A l a s k a  N a t i v e  C l a i m s  
S e t t l e m e n t  A c t  ( A N C S A ) .

S h o u l d  the b i l l  b e c o m e  l a w  as c u r r e n t l y  w r i t t e n ,  the 
M u n i c i p a l  L a n d s  T r u s t  (MLT) P r o g r a m  w i t h i n  D C R A  w o u l d  h a v e  
the s t a t u t o r y  a u t h o r i t y  to a c c e p t  a n d  a d m i n i s t e r  (manage) 
l a n d  c o n v e y e d  by  the S t a t e  of Alaska, F e d e r a l  G o v e r n m e n t  
(Federal T o w n s i t e  Program) and m u n i c i p a l  d i s s o l u t i o n ,  in 
a d d i t i o n  to its c u r r e n t  A N C S A  1 4 ( c ) (3) o b l i g a t i o n s .

A c c e p t a n c e  a n d  a d m i n i s t r a t i o n  o f  such l a n d  w o u l d  b e  s u b j e c t  
to e s t a b l i s h e d  p o l i c y  a n d  r e g u l a t i o n s  t h a t  g o v e r n  the M L T  
Program.

S e c t i o n  14(c)(3) of A N C S A  e s t a b l i s h e s  the M u n i c i p a l  L a n d s  
Trust. A l a s k a  S t a t u t e  4 4 . 4 7 . 1 5 0  a c c e p t s  the t r u s t  and 
d e f i n e s  its structure. 19 A A C  90 e s t a b l i s h e s  r e g u l a t i o n s  
u n d e r  \v'hich the trust p r o g r a m  is a d m i n i s t e r e d .

The i n t e n t  of the trust p r o g r a m  is to s e r v e  a s  t r u s t e e  for 
l a n d  r e c o n v e y e d  u n d e r  A N C S A  14(c)(3) for f u t u r e  
m u n i c i p a l i t i e s .  T r u s t  v i l l a g e s  are t h ose c o m m u n i t i e s  
c u r r e n t l y  u n i n c o r p o r a t e d  a n d  thus s u b j e c t  to f u t u r e  
i n c o r p o r a t i o n  as m u n i c i p a l i t i e s  u n d e r  s t a t e  law.

L a n d  c o n v e y e d  to the M L T  P r o g r a m  is a d m i n i s t e r e d  o r  m a n a g e d  
by D C R A  in c o n j u n c t i o n  w i t h  a local a d v i s o r y  e n t i t y  k n o w n  as 
an " A p p r o p r i a t e  V i l l a g e  E n t i t y  " ( A V E ) . R e g u l a t i o n s  r e q u i r e  
that such ar e n t i t y  be e s t a b l i s h e d  t h r o u g h  a local p e t i t i o n  
p r o c e s s .

Integrity • Pride in Heritage * Progress



C o m m u n i t i e s  not h a v i n g  a r e c o g n i z e d  A V E  m a y  p i o v i d e  input 

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

T h e  M L T  P r o g r a m  m a i n t a i n s  r e c o r d s  and a c c o u n t s  of all land 
t r a n s a c t i o n s .  U p o n  i n c o r p o r a t i o n  as a m u n i c i p a l i t y  all 
r e cords, accounts, r e v e n u e s  and l a n d  t i t l e  is t u r n e d  o v e r  to 
the n e w  c i t y  a n d  the trust r e s p o n s i b i l i t y  f o r  that 
p a r t i c u l a r  c o m m u n i t y  is r e m o v e d  f r o m  the State.

It is i m p o r t a n t  to n o t e  that e x t r a o r d i n a r y  r e l a t i o n s h i p s  ar.d 
p o l i c i e s  e xist w i t h  r e s p e c t  to c o m m u n i t y  l a n d  c o n v e y e d  to 
the S t a t e  in trust. Th i s  a r i s e s  f r o m  the l a n g u a g e  of 
S e c t i o n  14(c)(3) of A N C S A  e s t a b l i s h i n g  the trust, the 
a c c e p t a n c e  of the t r ust b y  the S t a t e  l e g i s l a t u r e  in AS  
4 4 . 4 7 , 1 5 0  a n d  the e x p e c t a t i o n s  of r u r a l  p e o p l e  a f f e c t e d  b y  
the l a n d  trust.

T h e  S t a t e  is e x p e c t e d  to a s s u m e  a n d  m a i n t a i n  a c o n s t r u c t i v e  
t r u s t  r o l e  b y  the Congress, t h e  l e g i s l a t u r e ,  a n d  a f f e c t e d  
r u ral p e o p l e .  T h e  C o m m i s s i o n e r  of DCRA, as t r ustee, a c c e p t s  
the a d o p t i o n  of l e gal t rust p r i n c i p l e s  as t h e  u n d e r l y i n g  
p o l i c y  o f  the M L T  Program. As trustee, t h e  S t a t e  d o e s  not 
a c q u i r e  t i t l e  to, n o r  a d m i n i s t e r ,  m u n i c i p a l  t r u s t  l a n d  for 
its o w n  s o v e r e i g n  u s e  and b e n e f i t .  R a t her, l a n d  is c o n v e y e d  
a n d  a d m i n i s t e r e d  "in trust" f o r  a n y  m u n i c i p a l  c o r p o r a t i o n  
e s t a b l i s h e d  in the N a t i v e  v i l l a g e  in the f u t u r e .

T h e  t r u s t  a d m i n i s t e r e d  t h r o u g h  the M L T  P r o g r a m  is q u i t e  
d i f f e r e n t  f r o m  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  (DNR) 
t r u s t  r o l e  ov e r  S t a t e  land. Tn D N R ' s  c a s e  t h e  S t a t e  is a 
s o v e r e i g n  a n d  i n t e r e s t s  to b e  p r o t e c t e d  e x t e n d  b e y o n d  
i n d i v i d u a l  c o m m u n i t y  interests.

S e n a t e  Ei l l  241 is i n t e n d e d  to a d d r e s s  t h r e e  l a n d  c o n v e y a n c e  
r e l a t e d  p r o b l e m s ,

T h e  f i r s t  p r o b l e m  r e l a t e s  to the c o n v e y a n c e  of l a n d  t itle 
w h e n  a m u n i c i p a l i t y  e l e c t s  to d i s s o l v e  its i n c o r p o r a t e d  
status.

C u r r e n t  l a w  (AS 29,06) d i r e c t s  that a s s e t s ,  i n c l u d i n g  land, 
a n d  l i a b i l i t i e s  of a d i s s o l v e d  m u n i c i p a l i t y  s u c c e e d  to  the 
S t a t e  o f  Alaska. T h e  DNR is the o n l y  S t a t e  l a n d  m a n a g i n g  
a g e n c y  w i t h  a u t h o r i t y  to a c c e p t  3 a n d  a s s e t s  in the c a s e  of 
m u n i c i p a l  d i s s o l u t i o n .

T h i s  p r e s e n t s  the p r o b l e m  of an  a g e n c y  (DNR) a c q u i r i n g  land 
th a t  a c o m m u n i t y  n e e d s  for p u b l i c  p u r p o s e s  w i t h o u t  a m a n d a t e  
o r  s t r u c t u r e  that a l l o w s  it to a c c o m m o d a t e  s a i d  c o m m u n i t y  
ne e d s .  T h e  D N R  is not s t r u c t u r e d  to a c c o m m o d a t e  land 
m a n a g e m e n t  w i t h  r e s p e c t  tc i n d i v i d u a l  c o m m u n i t y  i n t e r e s t s  
nor, I suspect, d o e s  it w a n t  that r e s p o n s i b i l i t y .



S i n c e  the MLT P r o gram is s p e c i f i c a l l y  d e s i g n e d  to 

a c c o m m o d a t e  such a role, ie a d m i n i s t r a t i v e  s t r u c t u r e  is ir. 
p l a c e  a n d  p o l i c i e s  and r e g u l a t i o n s  e s t a b l i s h e d ,  it is 
l o g i c a l  to c o n v e y  the land to  the M L T  Program. S e n a t e  B i l l  
241 p r o v i d e s  D C R A / M L T  the a u t h o r i t y  to a c c e p t  and a d m i n i s t e r  
l a n d  s u c c e e d i n g  to the S tate v i a  m u n i c i p a l  d i s s o l u t i o n .

The s e c o n d  p r o b l e m  S e n a t e  Bi l l  241 a d d r e s s e s  r e l a t e s  to the 
F e d e r a l  T o w n s i t e  Program.

U n d e r  1891 and 1926 Acts of C o n g r e s s ,  f e d e r a l  l a n d  in a n d  
a r o u n d  c e r t a i n  c o m m u n i t i e s  w a s  m a d e  a v a i l a b l e  for i n d i v i d u a l  
a n d  c o m m u n i t y  purposes. A m u n i c i p a l i t y  c o u l d  a c q u i r e  l a n d  
for a p u b l i c  purpose. I n d i v i d u a l s  c o u l d  " p r o v e - u p "  a n d  
c l a i m  a p a r c e l  for a r e s i d e n c e  a n d / o r  b u s i n e s s .

N i n e t y  n i n e  rural A l a s k a  c o m m u n i t i e s  a r e  a f f e c t e d  b y  t h e  
F e d e r a l  T o w n s i t e  Program. C o m m u n i t i e s  p e t i t i o n e d  t h e  B u r e a u  
of  L a n d  M a n a g e m e n t  (BLM) to b e  s u b d i v i d e d  o r  p l a t t e d  i n t o  
lots, r i g h t s  of ways, etc.. T h e  p l a t s  w e r e  r e c o r d e d  and 
t i t l e  p r o v i d e d  as a p p r o p r i a t e .

T h e  F e d e r a l  T o w n s i t e  P r o g r a m  w a s  r e p e a l e d  in 1976 b y  the 
F e d e r a l  L a n d  P o l i c y  and M a n a g e m e n t  A c t  (FLPMA), T h e  F L P M A  
r e q u i r e s  that the F e d e r a l  T o w n s i t e  P r o g r a m  b e  t e r m i n a t e d  as 
s o o n  a s  p o s s i b l e .

As p r e v i o u s l y  stated, the B u r e a u  of L a n d  M a n a g e m e n t  has the 
a u t h o r i t y  to c o n v e y  t o w n s i t e  l o t s  to i n d i v i d u a l s  and 
m u n i c i p a l i t i e s .  A n  o b s t a c l e  to t e r m i n a t i n g  the p r o g r a m  is 
th a t  t w e n t y  six u n i n c o r p o r a t e d  c o m m u n i t i e s  h a v e  
a p p r o x i m a t e l y  s e v e n  h u n d r e d  a n d  e i g h t y  t h r e e  v a c a n t  p a r c e l s  
r e m a i n i n g  w i t h i n  t h e i r  s e t t l e m e n t  a r e a s  a n d  B L M  l a c k s  the 
t o o l s  to t r a n s f e r  title to o t h e r  than i n c o r p o r a t e d  
m u n i c i p a l i t i e s .

S e n a t e  Bill 241, as written, a d d r e s s e s  this p r o b l e m  b y  

p r o v i d i n g  an o p t i o n  w h i c h  a l l o w s  D C R A / M L T  t o  a c c e p t  f e d e r a l  
t o w n s i t e  land, B L M  n e e d s  p a r a l l e l  l e g i s l a t i o n  at the 
f e d e r a l  level to a u t h o r i z e  the F e d e r a l  T o w n s i t e  T r u s t e e  to 
c o n v e y  la n d  to the State. S u c h  l e g i s l a t i o n  is b e i n g  
c o n s i d e r e d  b y  BLM.

Again, p r o v i d i n g  D C R A / M L T  the a u t h o r i t y  to a c c e p t  and 
a d m i n i s t e r  federal t o w n s i t e  l a n d  on  b e h a l f  of an 
u n i n c o r p o r a t e d  c o m m u n i t y  is log i c a l .  Of the r e m a i n i n g  
t w e n t y - s i x  u n i n c o r p o r a t e d  c o m m u n i t i e s  in the p r o g r a m ,  
n i n e t e e n  a r e  in the XLT P r o g r a m  and h a v e  e s t a b l i s h e d  ar. 
a p p r o p r i a t e  v i l l a g e  e n t i t y  to f o s t e r  l o c a l  c o n t r o l  o v e r  lar.d 
m a n a g e m e n t  dec i s i o n s .  O n e  cf the t w e n t y - s i x  c o m m u n i t i e s  is 
n o n - N a t i v e  and thus has no A N C S A  14(c)(3) r e c o n v e y a n c e  a n d  
no e n t r y  to the ML? p rcgrar.



T h e  t h i r d  problem. Sen a t e  Bill 241 a d d r e s s e s  r e l ates to 
s c a t t e r e d  p a r c e l s  of S tate l a n d  w i t h i n  u n i n c o r p o r a t e d  

c o m m u n i t i e s .

C a p i t o l  p r o j e c t s  f u n d e d  b y  S t a t e  a p p r o p r i a t i o n s  r e q u i r e  site 
c o n t r o l .  Site c o n t r o l  is a c h i e v e d  by a c q u i r i n g  an i n t e r e s t  
in the land cn w h i c h  the p r o j e c t  is to be  built. In a small 
n u m b e r  of past s i t u a t i o n s  (Stony River, E g e g i k  a n d  Il i a m n a )  
the D N R  h a s  a c q u r i e d  an i n t e r e s t  in l a n d  so as to f a c i l i t a t e  
t h e  c o n s t r u c t i o n  a n d  use of a c o m m u n i t y  f a c i l i t y  for a n  
u n i n c o r p o r a t e d  c o m m u n i t y .  T h i s  a c t i o n  was n e c e s s a r y  as 
D C R A / M L T  a u t h o r i t y  to a c c e p t  a n d  a d m i n i s t e r  la n d  d i d  not 
e x t e n d  b e y o n d  A N C S A  14(c) (3) r e c o n v e y a n c e s  a n d  the l a n d  in 
q u e s t i o n  w a s  not 14(c)(3) land.

If g i v e n  the a u t h o r i t y  as p r o p o s e d  in S e n a t e  Bill 241, D C R A  
w o u l d  b e  in a p o s i t i o n  to a c c e p t  a t r a n s f e r  of t h e s e  l a n d s  
f r o m  t h e  D N R  to the M L T  Program, thus r e s o l v i n g  the p r o b l e m  
of h a v i n g  c o m m u n i t y  la n d  in a n  a g e n c y  th a t  h a s  n e i t h e r  the 
m a n d a t e  n o r  a d m i n i s t r a t i v e  s t r u c t u r e  to p r o t e c t  c o m m u n i t y  
i n t e r e s t s  a s  do e s  DCRA.

As a f i n a l  note, it is m y  u n d e r s t a n d i n g  th a t  the D N R  is 
c o n c e r n e d  about the r e c o v e r y  of m u n i c i p a l  l a n d  e n t i t l e m e n t s  
w h e n  a m u n i c i p a l i t y  d i s s o l v e s  its c o r p o r a t e  status. T h i s  
c o n c e r n  a p p e a r s  r e a s o n a b l e  since, to so m e  extent, m u n i c i p a l  
l a n d  e n t i t l e m e n t s  are i n t e n d e d  as a n  i n c e n t i v e  to m u n i c i p a l  
i n c o r p o r a t i o n .  However, w h i l e  it a p p e a r s  r e a s o n a b l e  f o r  the 
S t a t e  to  r e c o v e r  la n d  e n t i t l e m e n t s  in t h e  c a s e  of m u n i c i p a l  
d i s s o l u t i o n ,  I s t r o n g l y  r e c o m m e n d  t h a t  such r e c o v e r y  b e  
l i m i t e d  to u n d e v e l o p e d  land.

T h e  i n c o r p o r a t e d  o r  u n i n c o r p o r a t e d  s t a t u s  of a c o m m u n i t y  
d o e s  n o t  e l i m i n a t e  the f a c t o r s  that c r e a t e  p h y s i c a l  g r o w t h  
a n d  th u s  the need for p u b l i c  a n d  p r i v a t e  land.
U n i n c o r p o r a t e d  c o m m u n i t i e s  w i l l  c o n t i n u e  to n e e d  a l a n d  b a s e  
for p u b l i c  s e r v i c e  facili t i e s .  If e n t i t l e m e n t  land, o r  a 
p o r t i o n  thereof, is d e v e l o p e d  f o r  p u b l i c  use it is l o g i c a l  
that it b e  e n t e r e d  in t o  the M L T  P r o g r a m  and thus 
a d m i n i s t e r e d  for the b e n e f i t  of the c o m m u n i t y .

T h e  i s s u e  of r e c o v e r y  of m u n i c i p a l  l a n d  e n t i t l e m e n t s  m a y  be  
of m i n o r  import a n c e .  M u n i c i p a l i t i e s  r e c e i v i n g  such 
e n t i t l e m e n t s  are l a r g e r  c o m m u n i t i e s  w h e r e  d i s s o l u t i o n  is 
v e r y  u n l i k e l y .  S m a l l e r  rural m u n i c i p a l i t i e s  that are 
c o n s i d e r i n g  d i s s o l u t i o n  do  not h a v e  e n t i t l e m e n t s  a n d  in 
a l m o s t  all c a ses the S t ate has no l a n d  o w n e r s h i p  p r e s e n c e  
in the area.



W i t h  r e g a r d  to a m e n d m e n t s  to the v e r s i o n  of S e n a t e  Bill 241 
w h i c h  p a s s e d  out of S e n a t e  CRA C o m m i t t e e ,  I o f f e r  the 
f o l l o w i n g  r e c o m m e n d a t i o n s  and e x p l a n a t i o n s .

1. S e c t i o n  1, (2) l i n e  23 - the t e r m  r e c o g n i z e d  v i l l a g e  
e n t i t y  s h o u l d  be c h a n g e d  tc " a p p r o p r i a t e 11 v i l l a g e  e n t i t y .  
T h i s  is c o n s i s t e n t  w i t h  the te r m  u s e d  t h r o u g h o u t  the M L T  
Program. R e t a i n i n g  t h e  te r m  " r e c o g n i z e d "  m a y  i m p l y  a d e s i r e  
to c r e a t e  an e n t i t y  o t h e r  than an AVE.

I b e l i e v e  the p r o b l e m  is a d r a f t i n g  o v e r s i g h t .

2. S e c t i o n  4, (f) l i n e s  16 t h r o u g h  21 - the C o m m i t t e e  
a m e n d m e n t  s h o u l d  b e  r e d r a f t e d  to r e a d  "not w i t h s t a n d i n g  a n y  
o t h e r  s e c t i o n  of this act, and In the c a s e  of m u n i c i p a l  
d i s s o l u t i o n ,  m u n i c i p a l  l a n d  a c q u i r e d  p u r s u a n t  to a m u n i c i p a l  
e n t i t l e m e n t  g r a n t  a n d  u n d e v e l o p e d  o n  the d a t e  of d i s s o l u t i o n  
shall s u c c e e d  d i r e c t l y  to the D e p a r t m e n t  of N a t u r a l  
Resources'?

T h e  i n t e n t  of this r e c o m m e n d e d  l a n g u a g e  is to c o n v e y  
o n l y  t h e  u n d e v e l o p e d  p o r t i o n  of an  e n t i t l e m e n t  g r a n t  to the 
D N R  w i t h  the p o r t i o n  d e v e l o p e d  f o r  p u b l i c  u s e  b e i n g  e n t e r e d  
into t h e  M L T  Program.

S e c o n d l y ,  land s u c c e e d i n g  to the D N R  w o u l d  do  so 
d i r e c t l y  to a v o i d  the a d m i n i s t r a t i v e  c o s t  o f  a n  a d d i t i o n a l  
t r a n s f e r  step, ie, f r o m  D C R A  to DNR.

B e s t  regards,

H . K i m b a l l , ■ 
L a n d  M a n a g e r
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T h e  H o n o r a b l e  B e t t y e  M. F a h r e n k a m p  
A l a s k a  S t a t e  L e g i s l a t u r e  
F. 0. B o x  V  
Juneau, A l a s k a  99811

D e a r  S e n a t o r  F a h r e n k a m p :

P l e a s e  a c c e p t  this l e t t e r  as w r i t t e n  t e s t i m o n y  o n  S e n a t e  
Bill 241 w h i c h  h a s  n o w  b e e n  r e f e r r e d  to the S e n a t e  R e s o u r c e s  
Com m i t t e e .

C o p i e s  of p r e v i o u s  c o r r e s p o n d e n c e  o n  t h e  bi l l  f r o m  the 
A l a s k a  F e d e r a t i o n  of N a t i v e s  to S e n a t o r  Adams, the s p o n s o r  
of the bill, w a s  f o r w a r d e d  to y o u r  o f f i c e  v i a  t e l e c o p y .  T h e  
c o r r e s p o n d e n c e  I r e f e r  to p r o v i d e s  b a c k g r o u n d  i n f o r m a t i o n  as 
to w h y  the l e g i s l a t i o n  is n e e d e d .

T h e  v e r s i o n  of S e n a t e  B i l l  241 w h i c h  p a s s e d  out of S e n a t e  
C R A  is, in m y  opinion, in n e e d  of two a m e n d m e n t s .  T h e  
r e c o m m e n d e d  a m e n d m e n t s  a r e  as f o l l o w s :

1. S e c t i o n  1, (2) l i n e  23 - the t e r m  " r e c o g n i z e d "  v i l l a g e  
e n t i t y  s h o u l d  b e  a m e n d e d  to r e a d  " a p p r o p r i a t e "  v i l l a g e  
entity. T h e  t e r m  a p p r o p r i a t e  v i l l a g e  e n t i t y  is c o n s i s t e n t  
w i t h  l a n g u a g e  u s e d  t h r o u g h o u t  the M u n i c i p a l  L a n d s  T r u s t  
P r o g r a m  (policy and r e g u l a t i o n s ) . R e t a i n i n g  the t e r m  
" r e c o g n i z e d "  m a y  i m p l y  th a t  a n  e n t i t y  o t h e r  t h a n  an 
a p p r o p r i a t e  v i l l a g e  e n t i t y  is b e i n g  c r e a t e d .

I b e l i e v e  the te r m  " r e c o g n i z e d "  is a d r a f t i n g  e r r o r  
g e n e r a t e d  f r o m  l e g i s l a t i v e  c o u n s e l .

2. S e c t i o n  4, (f) l i n e s  16 t h r o u g h  21 - the C o m m i t t e e  
a m e n d m e n t  s h o u l d  be r e d r a f t e d  to r e a d  "not w i t h s t a n d i n g  a n y  
o t h e r  s e c t i o n  of this act, a n d  in the c a s e  of m u n i c i p a l  
d i s s o l u t i o n ,  m u n i c i p a l  l a n d  a c q u i r e d  p u r s u a n t  to a m u n i c i p a l  
e n t i t l e m e n t  g r a n t  a n d  u n d e v e l o p e d  o n  t h e  d a t e  of d i s s o l u t i o n 
sha l l  s u c c e e d  d i r e c t l y  to 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 " .

T h e  i n t e n t  of this r e c o m m e n d e d  l a n g u a g e  is to c o n v e y  
o n l y  the u n d e v e l o p e d  p o r t i o n  o f  an e n t i t l e m e n t  g r a n t  to t h e  
DNR w i t h  the p o r t i o n  d e v e l o p e d  f o r  p u b l i c  u s e  b e i n g  c o n v e y e d  
d i r e c t l y  to the D C R A  a n d  e n t e r e d  i n t o  t h e  M u n i c i p a l  L a n d s  
T r u s t  Program.
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Se c o n d l y ,  land s u c c e e d i n g  to the D N R  w o u l d  d o  so 
di-.ectly to a v o i d  the a d m i n i s t r a t i v e  c o s t  of a n  a d d i t i o n a l  
t r a n s f e r  step, ie, from D C R A  to DNR.

(A c o p y  of  S e n a t e  Bill 241 w i t h  r e f e r e n c e  to lines of 
s u g g e s t e d  a m e n d m e n t s  is e n c l o s e d . )

I w o u l d  a p p r e c i a t e  y o u r  e n t e r i n g  t h e s e  c o m m e n t s  i n t o  the 
R e s o u r c e  C o m m i t t e e  record. I f u r t h e r  r e q u e s t  that y o u  
c o n s i d e r  s c h e d u l i n g  the b i l l  f o r  c o m m i t t e e  h e a r i n g s  this 
se s s i o n .  T h e r e  a r e  two r u r a l  m u n i c i p a l i t i e s  t h a t  h a v e  
i n i t i a t e d  p r o c e e d i n g  t o w a r d  d i s s o l u t i o n .  It w o u l d  be 
b e n e f i c i a l  to t h e s e  c o m m u n i t i e s  a n d  the S t a t e  if D C R A ' s  
a u t h o r i t y  to a c c e p t  and a d m i n i s t e r  the l a n d  a s s e t s  was in 
p l a c e  w h e n  d i s s o l u t i o n  o c c urs.

T h a n k  you.

J a n i e  L e a s k  
P r e s i d e n t

cc: T o m  H a w k i n s ,  D N R



STEVE COWPER, GOVERNOR
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P O S I T I O N  P A P E R

RE: S e n a t e  Bi l l  241

S P O N S O R :  S e n a t o r  A d a m s

D e p a r t m e n t a l  P o s i t i o n

T h e  d e p a r t m e n t  s t r o n g l y  s u p p o r t s  th i s  bill.

P r o g r a m  E f f e c t s  of Bill

T h i s  b i l l  w o u l d  e x p r e s s l y  a u t h o r i z e  the D e p a r t m e n t  of C o m m u n i t y  
and R e g i o n a l  A f f a i r s  to a c c ept, in tr u s t ,  land c o n v e y e d  by a 
s t a t e  or f e d e r a l  a g e n c y  o r  f r o m  d i s s o l u t i o n  of a m u n i c i p a l i t y .

T h e  S t a t e  c u r r e n t l y  a c t s  as t r u s t e e  for land c o n v e y e d  u n d e r  
s e c t i o n  1 4 ( c ) ( 3 )  of the A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  Act 
(ANCSA) in u n i n c o r p o r a t e d  c o m m u n i t i e s .  T h a t  s e c t i o n  o f  A N C S A  
r e q u i r e s  v i l l a g e  c o r p o r a t i o n s  to c o n v e y  c e r t a i n  l a n d  to 
m u n i c i p a l i t i e s  or to the s t a t e  in t rust for f u t u r e
m u n i c i p a l i t i e s .  In rural c o m m u n i t i e s  of the state, t h e r e  is 
o f t e n  a l o cal c o m m u n i t y  n e e d  for la n d  h e l d  by o t h e r  s t a t e  or 
f e d e r a l  a g e n c i e s .  H o w e v e r ,  w i t h o u t  a m u n i c i p a l i t y  t h e r e  is no 
r e c o g n i z e d  g o v e r n i n g  e n t i t y  to w h i c h  the land m a y  be
t r a n s f e r r e d  for c o m m u n i t y  p u r p o s e s .  U n d e r  this bill, a s t a t e
or f e d e r a l  a g e n c y  c o u l d  t r a n s f e r  land to the s t a t e  in t r u s t  to 
a d m i n i s t e r  for c o m m u n i t y  p u r p o s e s .

T h i s  l e g i s l a t i o n  al s o  i d e n t i f i e s  the d e p a r t m e n t  as a p o s s i b l e  
r e c i p i e n t  a n d  a d m i n i s t r a t o r  of l a n d  from a d i s s o l v e d
m u n i c i p a l i t y .  Su c h  l a n d s  g e n e r a l l y  a r e  s u b j e c t  to t h e  s a m e  
t ypes of a d m i n i s t r a t i v e  p r o g r a m  c o n c e r n s  as l a n d s  a l r e a d y  u n d e r  
the M u n i c i p a l  L a n d s  T r u s t e e  P r o g r a m .

T h e  d e p a r t m e n t  w o uld a d m i n i s t e r  land c o n v e y e d  u n d e r  t h i s  bi l l  
a l o n g  w i t h  s e c t i o n  1 4 ( c ) ( 3 )  la n d  r e c e i v e d  fr o m  v i l l a g e

c o r p o r a t i o n s  a n d  p l a c e d  u n d e r  the M u n i c i p a l  L a n d s  Trustee.
P r o g r a m .  T h e  d e p a r t m e n t  w o u l d  a c c e p t  la n d  o n l y  for A N C S A  
v i l l a g e s  that the d e p a r t m e n t  w o u l d  be w o r k i n g  w i t h  u n d e r  the 
c u r r e n t  p r o v i s i o n s  of law. T h e r e f o r e ,  t h e r e  s h o u l d  be  no
a d d i t i o n a l  c o s t s  or b u r d e n s  on f

C o m m e n t s

C o m m i s s i o n e r
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STEVE COWPER. GOVERNOR

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

OFFICE OF THE COMMISSIONER

400 WILLOUGHBY AYE. 
JUNEAU. ALASKA 99801-1796 
PHONE: 1907) 465-2400

A p r i l  6, 19 8 9

T h e  H o n o r a b l e  A 1  A d a m s  

Ch a i r ,  S e n a t e  C o m m u n i t y
a n d  R e g i o n a l  A f f a i r s  C o m m i t t e e  

P.O. B o x  V  
J u n e a u ,  A K  9 9 8 0 1

D e a r  S e n a t o r  A d a m s :

S u b j e c t :  SB 241, A n  Act a u t h o r i z i n g  the D e p a r t m e n t  of C o m m u n i t y

a n d  R e g i o n a l  A f f a i r s  (DCRA) t o  a c c e p t  l a n d  c o n v e y e d  by a S t a t e  or 

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

P o s i t i o n : D N R  s u p p o r t s  the c o n c e p t  o f  t h i s  b i l l  as a m e t h o d  t o

r e s o l v e  s p e c i f i c  p r o b l e m s  r e l a t e d  t o  v i l l a g e  e x p a n s i o n  that a r e  

d i f f i c u l t  t o  a d d r e s s  under c u r r e n t  s t a t u t e .  T h e  A N C S A  14(c) (3) 

M u n i c i p a l  T r u s t  p r o g r a m  w i t h i n  D C R A  is t h e  l o g i c a l  e n t i t y  t o  
a c c e p t  a n d  h o l d  t i t l e  for v i l l a g e s  f o r  l a n d  a n d  i m p r o v e m e n t s  f o r  

c o m m u n i t i e s  in n o n - i n c o r p o r a t e d  m u n i c i p a l i t i e s .  However, t h e  
d e p a r t m e n t  s u g g e s t s  changes t o  t h e  l a n g u a g e  in S e c t i o n  1,

A S  4 4 . 4 7 . 1 5 0  (a) (2) w h i c h  a p p l i e s  to t h e  d i s s o l u t i o n  of a m u n i c i ­
p a l i t y  u n d e r  A S  2 9 . 0 6 . 4 5 0  - 2 9 . 0 6 . 5 3 0 .

B a c k g r o u n d : In m o s t  cases D N R  is t h e  d e s i g n a t e d  l a n d o w n e r  f o r

a l l  s t a t e  land. In m a n y  c a s e s  a m u n i c i p a l i t y  a c q u i r e s  its l a n d  
v i a  m u n i c i p a l  e n t i t l e m e n t  a u t h o r i t y  as a d m i n i s t e r e d  by  D N R  a n d  if 

it d i s s o l v e s ,  t h e  l a n d  s h o u l d  r e v e r t  t o  D N R  as t h e  l a n d o w n e r .  If 
i m p r o v e m e n t s  a r e  involved, a d e t e r m i n a t i o n  is m a d e  b y  the 

D e p a r t m e n t  o f  A d m i n i s t r a t i o n  a s  t o  t h e i r  d i s p o s i t i o n .

T h i s  b i l l  w o u l d  a l t e r  the a r r a n g e m e n t  to a l l o w  D C R A  to a d m i n i s t e r  
l a n d  f o r  c o m m u n i t i e s  in the e v e n t  a m u n i c i p a l i t y  d i s s o l v e s .  I f  a 

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

a s  t h e  l a n d o w n e r  w i t h  a d e t e r m i n a t i o n  mr.de b y  the D e p a r t m e n t  o f  

A d m i n i s t r a t i o n  as t o  the p r o p e r  d i s p o s a l  of  i m p r o v e d  p r o p e r t i e s .

R e c o m m e n d a t i o n : W e  suggest t h e  f o l l o w i n g  c h a n g e  b e  ma d e  to t h e

b i l l  in Sec. 1, AS  4 4 . 4 7 . 1 5 0 ( a ) (2). A d d  at t h e  e n d  of the 

s u b s e c t i o n  " e x c e p t  th a t  land a c q u i r e d  t h r o u g h  t h e  m u n i c i p a l
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e n t i t l e m e n t  p r o g r a m  u n d e r  A S  2 9 . 6 5  r e v e r t s j g 0£&( t o  t h e  D e p a r t m e n t  

o f  N a t u r a l  R e s o u r c e s  as g e n e r a l  g r a n t  l a n d  to b e  m a n a g e d  u n d e r  

T i t l e  38."

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

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

S i n c e r e l y ,

( 3 ^
L e n n i e  G o r s u c h  
C o m m i s s i o n e r

E n c l o s u r e

cc: C o m m i t t e e  M e m b e r s

B i l l  S p o n s o r
D e n b y  Ll o y d ,  S p e c i a l  S t a f f  A s s i s t a n t  

O f f i c e  o f  t h e  G o v e r n o r  
B o b  Ev a n s ,  L e g i s l a t i v e  L i a i s o n  

O f f i c e  o f  the G o v e r n o r  
G a r y  G u s t a f s o n ,  D i r e c t o r

D i v i s i o n  of L a n d  a n d  W a t e r  M a n a g e m e n t  

J i m  P l a s m a n

D e p a r t m e n t  of C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s
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BRIEFING PAPER 
ALASKA UNINCORPORATED TOWNSITES

Originally Prepared for: Assistant Secretary Steve Griles
December 10, 1987

ISSUE: The Alaska BLM Townsite Trustee lacks title transfer tools to
satisfactorily address community development and expansion needs in 29 
unincorporated Alaska villages. The issues of technical trespass and 
disposal of residual lands are the principal problems. Proposed 
legislative solutions are complicated by a July 1987 Federal court ruling 
and the potential that sovereignty claims may be enhanced by the 
legislation.

DEPARTMENT OR ADMINISTRATION POSITION: The Department seeks to dispose of
lands in Alaska expeditiously where the law intends transfer from the 
Federal government to private Individuals or local communities. Solving 
community needs has been identified as a possible initiative for 
recommendation to the Domestic Council. Interaction with the Alaska 
publics has been high in developing possible solutions to the townsite 
issues. Limiting future litigation has also been an underlying premise of 
administration action. Moderating the Department position on favoring 
community over Federal control of land decisions has been a concern that 
the concept of Native sovereignty would be enhanced. The Department has 
appealed a District Court decision authorizing disposals of residual 
townsite land to the local Native governing body in unincorporated 
communities. Assistant Secretary Swimmer has been briefed on aspects of 
the townsite issue by Alaska BIA H a s o n  Officer. The Solicitor Office Is 
receiving briefings on this issue. The most recent to Tom Sansonetti on 
December 7, 1987.

POSITION OF MAJOR CONSTITUENCIES: The State of Alaska and Native 
organizations are supportive of the Bureau's efforts to resolve the Issues 
associated with unincorporated townsites in Alaska. Each constituent 
group has varying concerns about possible solutions. Tanana Chiefs 
Conference a non-profit organization representing central Alaska Natives 
communities has taken the lead on this issue. They have communicated 
frequently with Assistant Secretary Griles. The State of Alaska has 
pending legislation which would permit the State Municipal Land Trustee to 
receive title to former townsite land. Hearings on the legislation will 
Cake place in the next months. In October a draft of Federal legislation 
to resolve the townsite Issues was jointly developed by the State of 
Alaska and Tanana Chiefs Conference.

CONGRESSIONAL POSITION: Congressman Young has taken a pragmatic view of
resolving these issues and has been highly flexible in alternative 
solutions. Senator Stevens has taken a more cautious approach to the 
disposal of land to traditional councils or Indian Reorganization Act 
governments as a solution. Senator Murkowskl's office has not played an 
active role in the discussions. All members recognize this is a long 

standing problem and chat some solution needs to be determined.



Townsite Briefing Paper

ISSUE BACKGROUND: Existing townsite procedures call for transfers to
incorporated villages. There are 29 townsite communities which have not 
Incorporated under State law and may never ds so. Also, transfers of lots 
to Individuals can only be made if entry to the lot occurred before the 
date the survey plat for the townsite was approved or 1976 (d. te of repeal 
of the townsite laws by FLPMA) whichever date is earlier. At present the 
BLM Townsite Trustee can only dispose of lots through public auction under 
regulations found at 43 CFR 2565.5. This sale mechanism is strongly 
opposed by the communities and Is critically viewed by the State of 
Alaska. The villages In comments state that local control would be lost 
to land speculators outbidding local people of limited resources. The BLM 
Alaska State Office commenced an initiative in the summer of 1986 to 
determine the specific nature of title transfer problems that existed in 
the unincorporated communities of rural Alaska. A townsite action plan 
was prepared by the Alaska State Director on January 1, 1987. Based upon 
these recommendations, discussions started involving Alaska Natives and 
the State to develop a concensus legislative solution. In July a court 
decision In the Aleknagik appeal addressed unincorporated townsite 
communities. The court stated transfers to the local governmental bodies 
could take place. Future disposals by those bodies would be without 
regard to race or nationality. The Department has filed a protective 
appeal to the 9th Circuit ^nd a request for a continuance of the case for 
6 months In order to pursut legislation. Tanana Chiefs Conference has 
written Assistant Secretary Griles indicating a desire to pursue a 
legislative solution but also signaling that they would Intervene in the 
appeal. A November 4 meeting with Congressional and Departmental 
representatives discussed the concepts of the State-Native draft. An 
effort to identify alternative legislative concepts which calm sovereignty 
concerns Is to be developed.

PROGRAM CONTACT: Robert Faithful or David E. Wickstrom 
Alaska Programs Staff 343-6511
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Akiachak plans 
for dissolution 
of government
Novem ber election
by Steve P ilk ing ton
Tund ra  T im er rep o rte r , •

I f  next November’ s election goes as 
voters in Akiachak plan, their city 
government w ill dissolve after a five- 
year power struggle with the state, 
leaving the welfare and safety o f  
Akiachak entirely up lo its (ribal 
members.
v And according to state o ffic ia ls , fhe 

ftffH i mMmm * t ft jW liM ilI li in ii Tnii1 i
provoke five other Yukon-Kuskokwim 
Delta communities, which are serious­
ly considering dissolving their own ci­
ty governments, to fo llow  suit.

Moses Peter, a form er mayor o f  
Akiachak, said it is too difficult to run 
a traditional Native government 
together with the state government 

"W e  tried to put both governments 
together, but it didn’ t w o rk ,”  Peter 
said.

“ One o f  them has to go. We have 
’to go by what people want,”  he said.

W illie  Kasayulie, chairman o f  the 
Akiachak Indian Reorganization Act 
C ounc il, said the main reason

Photo by Chris Cushman

Game Board members Nicholas Jackson of Gakona, foreground, and Sidney Huntington of Galena listen to testimony given last week by Arnold Melchiemer of English Bay. Melchiemer was discussing a request for goat and moose sub­sistence season date changes in the Port Graham-English Bay area. The Game Board met in Anchorage last week at the William A. Egan Civic & Convention Center.
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(Continued from Page One)
residents want to dissolve the city 
government is to avoid state and tribal 
conflicts.

“ What we wanted to achieve was 
to have one responsible village 
g ove rnm en t instead o f  tw o , ’ ’ 
Kasayulie said.

But the process o f  getting the state 
to allow  the election has been long and 
difficu lt.

It began in 1985 when the Akiachak 
C ity  C ou n c il m embers jo in t ly  
resigned.

The village IRA  council tried to 
abolish the city government once 
before by a popular vote from  the 
residents, he said, but state law and 
the Local Boundary Commission on­
ly  allowed that in rare circumstances.

Before the 1988 session o f  the 
Legislature, cities could dissolve on­
ly i f  they had become ghost towns. I f  
a city grew out o f  the exploitation o f 
a resource which had dried up, the 
state and boundary commission would 
a llow  it to dissolve.

But last year, legislators passed a 
dissolution statute which says a city 
can be dissolved if:

•A  petition is signed by at least 50 
percent o f  the residents who voted in 
the last election.

•The city owes no debts.
The commissioner o f  the Depart­

ment o f  Community and Regional A f­
fairs must also believe that residents 
w ill be better o f f  before the city can 
be dissolved.

Marty Rutherford , director o f  the 
department's Municipal and Regional

Assistance D ivision, said the state sup­
ports the dissolution. The department 
is assisting the village , she said.

Akiachak has a lso met the first two 
parts ot the statute, and the Local 
Boundary Commission recently set the 
date fo r the election fo r Nov. 7.

“ I had hoped that the vote would 
take place in March or A p r i l,”  
Kasayulie said.

One o f  the conflicts which arises 
between the two forms o f  government 
is criminal procedures, Kasayulie said.

“ One o f  ou r concerns was that 
whenever one o f  ou r tribal members 
o r  community residents broke a law, 
they-were taken out o f  the village 
without the council o r anyone hearing 
about i t , "  he said.

Bart Garber, an attorney with the 
Native American Rights Fund, said the 
November election w ill definitely 
dissolve the city government.

“ Not a p rob lem ," he said.
The petition fo r  an election was 

signed by 99 residents. This equals 
72 8 percent o f  the number o f  votes 
cast in the last general election in the 
city — well over the statutory 50 per­
cent needed fo r the city to be 
dissolved.

According to the slate’ s schedule, 
the Department o f  Community and 
Regional A ffa irs w ill release its deci­
sion about the dissolution June 5 . The 
boundary commission w ill conduct a 
hearing in Akiachak June 26 .

Dan Bockhorst, supervisor o f  the 
boundary commission under the com ­
munity a ffa irs  department, said

‘What we wanted to achieve was 
to have one responsible village 
government instead of two. ’

— Willie Kasayulie

Akiachak’ s election may affect other 
villages on the Yukon-Kuskokw im  
Delta.

“ There are other communities that 
are potentially interested in dissolu­

t io n ,"  he said.
The five other communities seeking 

dissolution, according to the boundary 
commission, are Atmautluak, Chefor- 
nak, Kasig luk , Tununak and Newtok.

A T T E N T I O N

F o r m e r  F o o d  S t a m p  Recipients

Some Alaskans were not given enough food stamps during tho May 1985 
through July 1987 period if they received Alaska Native Claims Settlement Act 
(ANCSA) dividend payments or land from Native corporations. Households par­ticipating in the Food Stamp Program which received ANCSA dividends or land 
during this period may be eligible for restored food stamp benefits.
This advertisement seeks to find affected households which are no longer receiv­ing food stamps.
To be considered eligible for these food stamp benefits, you must send your 
name, Social Security Number, and current address no later than May 30,1989 
to: Department of Health and Social Services, Division of Public Assistance, Claims Unit, 130 Seward Street, Suite 314, Juneau, Alaska 99801, Attn: ANSCA Project.
NOTE: If you are now receiving food stamps or other Public Assistance benefits 
DO NOT write to tho address above. Any additional food stamps to which you are entitled will be sent directly to you.

B e a la s k a  rece ives-
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□ p  n a t i v e s ,  i n c .

4 1 • ,v 4 n  A ve r .e .  S j  :e 3 0 ;  • Anchorage. Alaska 99501 • *: io^g (907 ) 274-351 :
A p r i l  24, 1989

T h e  H o n o r a b l e  A1 A d a m s  
A l a s k a  S t a t e  L e g i s l a t u r e  
P. 0. B o x  V 
Juneau, A l a s k a  99811

D e a r  S e n a t o r  Adams:

T h i s  l e t t e r  is in s u p p o r t  of S e n a t e  Bi l l  No, 241 a n d  thus 
y o u r  e f f o r t s  to r e s o l v e  la n d  c o n v e y a n c e  p r o b l e m s  it 
a d d r e s s e s .  I n c l u d e d  in t hese c o m m e n t s  are s u g g e s t e d  
a m e n d m e n t s  to the c o m m i t t e e  s u b s t i t u t e  that e m e r g e d  f r o m  
S e n a t e  CRA.

T h e  p u r p o s e  of SB 241 is to b r o a d e n  D e p a r t m e n t  o f  C o m m u n i t y  
a n d  R e g i o n a l  A f f a i r s  (DCRA) a u t h o r i t y ,  s p e c i f i c a l l y  that of 
the M u n i c i p a l  L a n d s  T r u s t  Program, to a c c e p t  a n d  
a d m i n i s t r a t o r  l a n d  o t h e r  th a n  l a n d  r e c o n v e y e d  u n d e r  
p r o v i s i o n s  of S e c t i o n  14(c)(3) of the A l a s k a  N a t i v e  C l a i m s  
S e t t l e m e n t  A c t  ( A N C S A ) .

S h o u l d  the b i l l  b e c o m e  l a w  as c u r r e n t l y  w r i t t e n ,  the 
M u n i c i p a l  L a n d s  T r u s t  (MLT) P r o g r a m  w i t h i n  D C R A  w o u l d  h a v e  
the s t a t u t o r y  a u t h o r i t y  to a c c e p t  and a d m i n i s t e r  (manage) 
l a n d  c o n v e y e d  b y  the S tate of Alaska, F e d e r a l  G o v e r n m e n t  
(Federal T o w n s i t e  Program) a n d  m u n i c i p a l  d i s s o l u t i o n ,  in 
a d d i t i o n  to its c u r r e n t  A N C S A  14(c) (3) o b l i g a t i o n s .

A c c e p t a n c e  ar.d a d m i n i s t r a t i o n  o f  s u c h  l a n d  w o u l d  b e  s u b j e c t  
to e s t a b l i s h e d  p o l i c y  a n d  r e g u l a t i o n s  th a t  g o v e r n  the M L T  
P rogram.

S e c t i o n  14(c)(3) of A N C S A  e s t a b l i s h e s  the M u n i c i p a l  L a n d s  
Tr u s t .  A l a s k a  S t a t u t e  4 4 . 4 7 . 1 5 0  a c c e p t s  the t r u s t  and 
d e f i n e s  its s t r ucture. 19 A A C  90 e s t a b l i s h e s  r e g u l a t i o n s  
u n d e r  w h i c h  the trust p r o g r a m  is a d m i n i s t e r e d .

T h e  i n t e n t  of the trust p r o g r a m  is to s e r v e  as t r u s t e e  for 
l a n d  r e c o n v e y e d  u n d e r  A N C S A  14(c) (3) f o r  f u t u r e  
m u n i c i p a l i t i e s .  T r u s t  v i l l a g e s  are t h o s e  c o m m u n i t i e s  
c u r r e n t l y  u n i n c o r p o r a t e d  and t h u s  s u b j e c t  to f u t u r e  
i n c o r p o r a t i o n  as m u n i c i p a l i t i e s  u n d e r  s t a t e  law.

L a n d  c o n v e y e d  to the M L 7  P r o g r a m  is a d m i n i s t e r e d  o r  m a n a g e d  
b y  D C R A  in c o n j u n c t i o n  wi t h  a local a d v i s o r y  e n t i t y  k n o w n  as 
a n  " A p p r o p r i a t e  V i l l a g e  E n t i t y  " ( A V E ) . R e g u l a t i o n s  r e q u i r e  
th a t  such an e n t i t y  be  e s t a b l i s h e d  t h r o u g h  a l o cal p e t i t i o n  
p r o c e s s .

Integrity * Pride in Heritage • Progress



C o m m u n i t i e s  not h a v i n g  a r e c o g n i z e d  A V E  m a y  p r o v i d e  input 

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

T h e  M L T  P r o g r a m  m a i n t a i n s  r e c ords and a c c o u n t s  of ail land 
t r a n s a c t i o n s .  U p o n  i n c o r p o r a t i o n  as a m u n i c i p a l i t y  all 
r e c o r d s ,  a c c o u n t s ,  r e v e n u e s  and land t i t l e  is t u r n e d  o v e r  to 
the n e w  c i t y  and the trust r e s p o n s i b i l i t y  f o r  that 
p a r t i c u l a r  c o m m u n i t y  is r e m o v e d  f r o m  the St a t e .

It is i m p o r t a n t  to n o t e  that e x t r a o r d i n a r y  r e l a t i o n s h i p s  a n d  
p o l i c . e s  e x ist w i t h  r e s p e c t  to c o m m u n i t y  l a n d  c o n v e y e d  to 
the S t a t e  in trust. T h i s  a r i s e s  fr o m  the l a n g u a g e  of 
S e c t i o n  14(c)(3) of A N C S A  e s t a b l i s h i n g  t h e  trust, the 
a c c e p t a n c e  of the t r u s t  by the S t a t e  l e g i s l a t u r e  in A S  
4 4 . 4 7 . 1 5 0  a n d  the e x p e c t a t i o n s  of r ural p e o p l e  a f f e c t e d  b y  
t h e  l a n d  trust.

T h e  S t a t e  is e x p e c t e d  to a s s u m e  a n d  m a i n t a i n  a c o n s t r u c t i v e  
t r u s t  r o l e  b y  the Congress, the l e g i s l a t u r e ,  a n d  a f f e c t e d  
r ural p e o p l e .  T h e  C o m m i s s i o n e r  of DCRA, a s  tru s t e e ,  a c c e p t s  
t he a d o p t i o n  of l egal trust p r i n c i p l e s  as the u n d e r l y i n g  
p o l i c y  o f  t h e  M L T  P rogram. As trustee, t h e  S t a t e  d o e s  n o t  
a c q u i r e  t i t l e  to, n o r  a d m i n i s t e r ,  m u n i c i p a l  t r u s t  l a n d  for 
its o w n  s o v e r e i g n  u s e  and b e nefit. R a t her, l a n d  is c o n v e y e d  
a n d  a d m i n i s t e r e d  "in trust" for a n y  m u n i c i p a l  c o r p o r a t i o n  
e s t a b l i s h e d  in the N a t i v e  v i l l a g e  in the f u t u r e .

T h e  t r u s t  a d m i n i s t e r e d  t h r o u g h  the M L T  P r o g r a m  is q u i t e  
d i f f e r e n t  f r o m  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  (DNR) 
t r u s t  r o l e  o v e r  S t a t e  land. In D N R ‘s c a s e  the S t a t e  is a 
s o v e r e i g n  a n d  i n t e r e s t s  to b e  p r o t e c t e d  e x t e n d  b e y o n d  
i n d i v i d u a l  c o m m u n i t y  interests.

S e n a t e  Bi l l  241 is i n t e n d e d  to a d d r e s s  t h r e e  l a n d  c o n v e y a n c e  
r e l a t e d  p r o b l e m s .

T h e  f i r s t  p r o b l e m  r e l a t e s  to the c o n v e y a n c e  of l a n d  t i tle 
w h e n  a m u n i c i p a l i t y  e l e c t s  to d i s s o l v e  its i n c o r p o r a t e d  
status.

C u r r e n t  l a w  (AS 29.06) d i r e c t s  that a s s e t s ,  i n c l u d i n g  land, 
a n d  l i a b i l i t i e s  of a d i s s o l v e d  m u n i c i p a l i t y  s u c c e e d  to the 
S t a t e  of Alaska. T h e  DNR is the o n l y  S t a t e  l a n d  m a n a g i n g  
a g e n c y  w i t h  a u t h o r i t y  to a c c e p t  l a n d  a s s e t s  in the c a s e  of 
m u n i c i p a l  d i s s o l u t i o n .

T h i s  p r e s e n t s  the p r o b l e m  of an a g e n c y  (DNR) a c q u i r i n g  land 
that a c o m m u n i t y  n e e d s  for p u b l i c  p u r p o s e s  w i t h o u t  a m a n d a t e  
o r  s t r u c t u r e  that a l l o w s  it to a c c o m m o d a t e  s a i d  c o m m u n i t y  
n e e d s .  T h e  D N R  j.s net s t r u c t u r e d  to a c c o m m o d a t e  land 
m a n a g e m e n t  w i t h  r e s p e c t  to i n d i v i d u a l  c o m m u n i t y  i n t e r e s t s  
nor, I suspect, d o e s  it w a n t  that r e s p o n s i b i l i t y .



S i n c e  the MLT P r o g r a m  is s p e c i f i c a l l y  d e s i g n e d  to 
a c c o m m o d a t e  such a role, ie a d m i n i s t r a t i v e  s t r u c t u r e  is in 
p l a c e  a n d  p o l i c i e s  and r e g u l a t i o n s  e s t a b l i s h e d ,  it is 
l o g i c a l  to c o n v e y  the land to the M L T  Pr o g r a m .  S e n a t e  Bi l l  
241 p r o v i d e s  D C F A / M L T  the a u t h o r i t y  to a c c e p t  a n d  a d m i n i s t e r  
l a n d  s u c c e e d i n g  to the S t ate v i a  m u n i c i p a l  d i s s o l u t i o n .

T h e  s e c o n d  p r o b l e m  Se n a t e  B i l l  241 a d d r e s s e s  r e l a t e s  to the 
F e d e r a l  T o w n s i t e  Program.

U n d e r  18 9 1  and 1926 Acts of C o n g ress, f e d e r a l  la n d  in a n d  
a r o u n d  c e r t a i n  c o m m u n i t i e s  w a s  m a d e  a v a i l a b l e  for i n d i v i d u a l  
a n d  c o m m u n i t y  p u r p o s e s .  A m u n i c i p a l i t y  c o u l d  a c q u i r e  l a n d  
f o r  a p u b l i c  pur p o s e .  I n d i v i d u a l s  c o u l d  " p r o v e - u p "  a n d  
c l a i m  a p a r c e l  f o r  a r e s i d e n c e  a n d / o r  b u s i n e s s .

N i n e t y  n i n e  rural A l a s k a  c o m m u n i t i e s  a r e  a f f e c t e d  b y  the 
F e d e r a l  T o w n s i t e  Program. C o m m u n i t i e s  p e t i t i o n e d  the B u r e a u  
o f  L a n d  M a n a g e m e n t  (BLM) to b e  s u b d i v i d e d  o r  p l a t t e d  i n t o  
lots, r i g h t s  of ways, etc.. T h e  p l a t s  w e r e  r e c o r d e d  a n d  
t i t l e  p r o v i d e d  as a p p r o p r i a t e .

T h e  F e d e r a l  T o w n s i t e  P r o g r a m  w a s  r e p e a l e d  in 1 9 7 6  b y  the 
F e d e r a l  L a n d  P o l i c y  and M a n a g e m e n t  Act ( F L P M A ) . T h e  F L P M A  
r e q u i r e s  that the Fede r a l  T o w n s i t e  P r o g r a m  b e  t e r m i n a t e d  as 
s o o n  a s  p o s s i b l e .

A s  p r e v i o u s l y  stated, the B u r e a u  of L a n d  M a n a g e m e n t  has the 
a u t h o r i t y  to c o n v e y  t o w n s i t e  lo t s  to i n d i v i d u a l s  a n d  
m u n i c i p a l i t i e s .  A n  o b s t a c l e  to t e r m i n a t i n g  the p r o g r a m  is 
t h a t  t w e n t y  six u n i n c o r p o r a t e d  c o m m u n i t i e s  h a v e  
a p p r o x i m a t e l y  s e v e n  h u n d r e d  a n d  e i g h t y  t h r e e  v a c a n t  p a r c e l s  
r e m a i n i n g  w i t h i n  t h e i r  s e t t l e m e n t  a r e a s  a n d  B L M  l a c k s  the 
t o o l s  to t r a n s f e r  t itle to o t h e r  than i n c o r p o r a t e d  
m u n i c i p a l i t i e s .

S e n a t e  Bill 241, as written, a d d r e s s e s  t h i s  p r o b l e m  b y  
p r o v i d i n g  an o p t i o n  w h i c h  a l l o w s  D C R A / M L T  to a c c e p t  f e d e r a l  
t o w n s i t e  land. B L M  n e eds p a r a l l e l  l e g i s l a t i o n  at the 
f e d e r a l  level to a u t h o r i z e  the F e d e r a l  T o w n s i t e  T r u s t e e  cc 
c o n v e y  l a n d  to the State. S u c h  l e g i s l a t i o n  is b e i n g  
c o n s i d e r e d  b y  BLM.

Again, p r o v i d i n g  D C R A / M L T  the a u t h o r i t y  to a c c e p t  and 
a d m i n i s t e r  federal t o w n s i t e  la n d  on b e h a l f  of an 
u n i n c o r p o r a t e d  c o m m u n i t y  is logical. Of  the r e m a i n i n g  
t w e n t y - s i x  u n i n c o r p o r a t e d  c o m m u n i t i e s  in the p r o g r a m ,  
n i n e t e e n  a r e  in the NXT P r o g r a m  and h a v e  e s t a b l i s h e d  an 
a p p r o p r i a t e  v i l l a g e  e n t i t y  to foster l o c a l  c o n t r o l  o v e r  l a n d  
m a n a g e m e n t  d e c i s i o n s .  One of the t w e n t y - s i x  c o m m u n i t i e s  is 
n o n - N a t i v s  and thus has rc A N C S A  14(c)(3) r e c o n v e y a n c e  and 
r.o e n t r y  to the M L T  Program.



T h e  t h i r d  p r o b l e m  S e n a t e  Bill 241 a d d r e s s e s  r e l a t e s  to 
s c a t t e r e d  p a r c e l s  of S t a t e  la n d  w i t h i n  u n i n c o r p o r a t e d  
c o m m u n i t i e s .

C a p i t o l  p r o j e c t s  f u n d e d  b y  S t a t e  a p p r o p r i a t i o n s  r e q u i r e  site 
c o n t r o l .  Site c o n t r o l  is a c h i e v e d  by a c q u i r i n g  an i n t e r e s t  
in the land on w h i c h  the p r o j e c t  is to b e  b u i l t .  In a small 
n u m b e r  of pa s t  s i t u a t i o n s  (Stony River, E g e g i k  a n d  Iliamna) 
the D N R  has a c q u r i e d  an i n t e r e s t  in l a n d  so as to f a c i l i t a t e  
t h e  c o n s t r u c t i o n  a n d  use of a c o m m u n i t y  f a c i l i t y  f o r  a n  
u n i n c o r p o r a t e d  c o m m u n i t y .  T h i s  a c t i o n  w a s  n e c e s s a r y  as 
D C R A / M L T  a u t h o r i t y  to a c c e p t  and a d m i n i s t e r  l a n d  d i d  n o t  
e x t e n d  b e y o n d  A N C S A  14(c) (3) r e c o n v e y a n c e s  a n d  the l a n d  in 
q u e s t i o n  w a s  n o t  14(c)(3) land.

If g i v e n  the a u t h o r i t y  as p r o p o s e d  in S e n a t e  Bill 241, D C R A  
w o u l d  b e  in a p o s i t i o n  to a c c e p t  a t r a n s f e r  of t h e s e  l a n d s  
f r o m  t h e  D N R  to the M L T  Program, thus r e s o l v i n g  the p r o b l e m  
of  h a v i n g  c o m m u n i t y  l a n d  in an a g e n c y  t h a t  h a s  n e i t h e r  the 
m a n d a t e  n o r  a d m i n i s t r a t i v e  s t r u c t u r e  to p r o t e c t  c o m m u n i t y  
i n t e r e s t s  as  d o e s  DCRA.

A s  a f i n a l  note, it is m y  u n d e r s t a n d i n g  t h a t  t h e  D N R  is 
c o n c e r n e d  a b o u t  the r e c o v e r y  of m u n i c i p a l  l a n d  e n t i t l e m e n t s  
w h e n  a m u n i c i p a l i t y  d i s s o l v e s  its c o r p o r a t e  status. T h i s  
c o n c e r n  a p p e a r s  r e a s o n a b l e  since, to s o m e  extent, m u n i c i p a l  
l a n d  e n t i t l e m e n t s  a r e  i n t e n d e d  as an i n c e n t i v e  to m u n i c i p a l  
i n c o r p o r a t i o n .  H o w e v e r ,  w h i l e  it a p p e a r s  r a a s o n a b l e  f o r  the 
S t a t e  to  r e c o v e r  l a n d  e n t i t l e m e n t s  in the c a s e  of m u n i c i p a l  
d i s s o l u t i o n ,  I s t r o n g l y  r e c o m m e n d  th a t  s u c h  r e c o v e r y  b e  
l i m i t e d  to u n d e v e l o p e d  land.

T h e  i n c o r p o r a t e d  o r  u n i n c o r p o r a t e d  s t a t u s  of a c o m m u n i t y  
d o e s  n o t  e l i m i n a t e  the f a c t o r s  that c r e a t e  p h y s i c a l  g r o w t h  
a n d  t h u s  the n e e d  f o r  p u b l i c  a n d  p r i v a t e  land.
U n i n c o r p o r a t e d  c o m m u n i t i e s  w i l l  c o n t i n u e  to n e e d  a l a n d  b a s e  
for p u b l i c  s e r v i c e  f a c i l i t i e s .  If e n t i t l e m e n t  land, o r  a 
p o r t i o n  thereof, is d e v e l o p e d  for p u b l i c  u s e  it is l o g i c a l  
th a t  it b e  e n t e r e d  i n t o  the M L T  P r o g r a m  a n d  thus 
a d m i n i s t e r e d  for t h e  b e n e f i t  of the c o m m u n i t y .

T h e  i s s u e  of r e c o v e r y  of m u n i c i p a l  land e n t i t l e m e n t s  m a y  b e  
of m i n o r  i m p o r t a n c e .  M u n i c i p a l i t i e s  r e c e i v i n g  su c h  
e n t i t l e m e n t s  are l a r g e r  c o m m u n i t i e s  w h e r e  d i s s o l u t i o n  is 
v e r y  u n l i k e l y .  S m a l l e r  rural m u n i c i p a l i t i e s  that are 
c o n s i d e r i n g  d i s s o l u t i o n  d o  not have e n t i t l e m e n t s  and in 
a l m o s t  all c a s e s  the S t a t e  has no l a n d  o w n e r s h i p  p r e s e n c e  
in the area.



w i t h  r e g a r d  to a m e n d m e n t s  to the v e r s i o n  of S e n a t e  Biil 243. 
w h i c h  p a s s e d  out of S e n a t e  C R A  Com m i t t e e ,  I o f f e r  the 
f o l l o w i n g  r e c o m m e n d a t i o n s  and e x p l a n a t i o n s .

1, S e c t i o n  1, (2) l i n e  23 - the term r e c o g n i z e d  v i l l a g e  
e n t i t y  s h o u l d  be c h a n g e d  to " a p p r o p r i a t e 11 v i l l a g e  entity. 
T h i s  is c o n s i s t e n t  w i t h  the t e r m  u s e d  t h r o u g h o u t  the M L T  
Program. R e t a i n i n g  t h e  term " r e c o g n i z e d "  m a y  i m p l y  a d e s i r e  
to c r e a t e  a n  e n t i t y  o t h e r  than an AVE.

I b e l i e v e  the p r o b l e m  is a d r a f t i n g  o v e r s i g h t .

2. S e c t i o n  4, (f) l i n e s  16 t h r o u g h  21 - the C o m m i t t e e  
a m e n d m e n t  s h o u l d  b e  r e d r a f t e d  to r e a d  "not w i t h s t a n d i n g  a n y  
o t h e r  s e c t i o n  of this act, a n d  in the c a s e  of m u n i c i p a l  
d i s s o l u t i o n ,  m u n i c i p a l  l a n d  a c q u i r e d  p u r s u a n t  t o  a m u n i c i p a l  
e n t i t l e m e n t  g r a n t  a n d  u n d e v e l o p e d  on the d a t e  of d i s s o l u t i o n  
s h a l l  s u c c e e d  d i r e c t l y  to the D e p a r t m e n t  of N a t u r a l  
Resources'?

T h e  i n t e n t  of t h i s  r e c o m m e n d e d  l a n g u a g e  is to c o n v e y  
o n l y  the u n d e v e l o p e d  p o r t i o n  of an e n t i t l e m e n t  g r a n t  to the 
D N R  w i t h  the p o r t i o n  d e v e l o p e d  f o r  p u b l i c  u s e  b e i n g  e n t e r e d  
i n t o  the M L T  Program.

S e c o n d l y ,  la n d  s u c c e e d i n g  to the D N R  w o u l d  d o  so 
d i r e c t l y  to a v o i d  the a d m i n i s t r a t i v e  c o s t  of a n  a d d i t i o n a l  
t r a n s f e r  step, ie, f r o m  D C R A  to DNR.

B e s t  r e g a r d s

L a w r e n c e  H. K i m b a l l , J: 
L a n d  M a n a g e r
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D e a r  S e n a t o r  A d a m s :

S u b j e c t : SB 241, A n  A c t  a u t h o r i z i n g  t h e  D e p a r t m e n t  o f  C o m m u n i t y

a n d  R e g i o n a l  A f f a i r s  (DCRA) to  a c c e p t  l a n d  c o n v e y e d  b y  a S t a t e  or  
F e d e r a l  a g e n c y  a n d  t o  r e c e i v e  l a n d  f r o m  d i s s o l v e d  m u n i c i p a l i t i e s .

P o s i t i o n : D N R  s u p p o r t s  t h e  c o n c e p t  of t h i s  b i l l  as a m e t h o d  to

r e s o l v e  s p e c i f i c  p r o b l e m s  r e l a t e d  to  v i l l a g e  e x p a n s i o n  t h a t  are 

d i f f i c u l t  t o  a d d r e s s  u n d e r  c u r r e n t  s t a t u t e .  T h e  A N C S A  14(c) (3) 

M u n i c i p a l  T r u s t  p r o g r a m  w i t h i n  D C R A  is t h e  l o g i c a l  e n t i t y  to  
a c c e p t  a n d  h o l d  t i t l e  f o r  v i l l a g e s  f o r  l a n d  a n d  i m p r o v e m e n t s  for 

c o m m u n i t i e s  in n o n - i n c o r p o r a t e d  m u n i c i p a l i t i e s .  H o w e v e r ,  t h e  
d e p a r t m e n t  s u g g e s t s  c h a n g e s  to t h e  l a n g u a g e  in S e c t i o n  1,

A S  4 4 . 4 7 . 1 5 0  (a) (2) w h i c h  a p p l i e s  to t h e  d i s s o l u t i o n  of a m u n i c i­
p a l i t y  u n d e r  A S  2 9 . 0 6 . 4 5 0  - 2 9 . 0 6 . 5 3 0 .

B a c k g r o u n d : In m o s t  c a s e s  D N R  is t h e  d e s i g n a t e d  l a n d o w n e r  f o r

a l l  s t a t e  land. In m a n y  c a s e s  a m u n i c i p a l i t y  a c q u i r e s  its l a n d  
v i a  m u n i c i p a l  e n t i t l e m e n t  a u t h o r i t y  as a d m i n i s t e r e d  b y  D N R  a n d  if 

it d i s s o l v e s ,  t h e  l a n d  s h o u l d  r e v e r t  to D N R  as t h e  l a n d o w n e r .  If 
i m p r o v e m e n t s  a r e  i n v o l v e d ,  a d e t e r m i n a t i o n  is m a d e  b y  t h e  

D e p a r t m e n t  of A d m i n i s t r a t i o n  as t o  t h e i r  d i s p o s i t i o n .

T h i s  b i l l  w o u l d  a l t e r  t h e  a r r a n g e m e n t  t o  a l l o w  D C R A  t o  a d m i n i s t e r  
l a n d  f o r  c o m m u n i t i e s  in t h e  e v e n t  a m u n i c i p a l i t y  d i s s o l v e s .  If a 

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

as t h e  l a n d o w n e r  w i t h  a d e t e r m i n a t i o n  m a d e  b y  t h e  D e p a r t m e n t  of 

A d m i n i s t r a t i o n  as t o  t h e  p r o p e r  d i s p o s a l  o f  i m p r o v e d  p r o p e r t i e s .

R e c o m m e n d a t i o n : W e  s u g g e s t  t h e  f o l l o w i n g  c h a n g e  b e  m a d e  to t h e

b i l l  in Sec. 1, A S  4 4 . 4 7 . 1 5 0 ( a ) (2). A d d  at t h e  e n d  o f  t h e  

s u b s e c t i o n  " e x c e p t  t h a t  l a n d  a c q u i r e d  t h r o u g h  t h e  m u n i c i p a l

10-J9LH
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e n t i t l e m e n t  p r o g r a m  u n d e r  A S  2 9 . 6 5  r e v e r t s  b a c k  t o  t h e  D e p a r t m e n t  

o f  N a t u r a l  R e s o u r c e s  as g e n e r a l  g r a n t  l a n d  t o  b e  m a n a g e d  u n d e r  

T i t l e  3 8 . "

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

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

S i n c e r e l y ,

L e n n i e  G o r s u c h  
C o m m i s s i o n e r

E n c l o s u r e

cc: C o m m i t t e e  M e m b e r s
B i l l  S p o n s o r
D e n b y  Lloyd, S p e c i a l  S t a f f  A s s i s t a n t  

O f f i c e  o f  t h e  G o v e r n o r  
B o b  Ev a n s ,  L e g i s l a t i v e  L i a i s o n  

O f f i c e  o f  t h e  G o v e r n o r  
G a r y  G u s t a f s o n ,  D i r e c t o r

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  

J i m  P l a s m a n

D e p a r t m e n t  o f  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s



BRIEFING PAPER 
ALASKA UNINCORPORATED TOWNSITES

Originally Prepared for: Assistant Secretary Steve Griles
December 10, 1987

ISSUE: The Alaska BLM Townsite Trustee lacks title transfer tools to
satisfactorily address community development and expansion needs in 29 
unincorporated Alaska villages. The issues of technical trespass and 
disposal of residual lands are the principal problems. Proposed 
legislative solutions are complicated by a July 1987 Federal court ruling 
and the potential that sovereignty claims may be enhanced by the 
legislation.

DEPARTMENT OR ADMINISTRATION POSITION: The Department seeks to dispose of
lands in Alaska expeditiously where the law intends transfer from the 
Federal government to private individuals or local communities. Solving 
community needs has been identified as a possible initiative for 
recommendation to the Domestic Council. Interaction with the Alaska 
publics has been high In developing possible solutions to the townsite 
Issues. Limiting future litigation has also been an underlying premise of 
administration action. Moderating the Department position on favoring 
community over Federal control of land decisions has been a concern that 
the concept of Native sovereignty would be enhanced. The Department has 
appealed a District Court decision authorizing disposals pf residual 
townsite land to the local Native governing body in unincorporated 
communities. Assistant Secretary Swimmer has been briefed on aspects of 
the townsite issue by Alaska BIA Liason Officer. The Solicitor Office Is 
receiving briefings on this issue. The most recent to Tom Sansonecti on 
December 7, 1987.

POSITION OF MAJOR CONSTITUENCIES: The State of Alaska and Native
organizations are supportive of the Bureau's efforts to resolve the Issues 
associated with unincorporated townsites in Alaska. Each constituent 
group has varying concerns about possible solutions. Tanana Chiefs 
Conference a non-profit organization representing central Alaska Natives 
communities has taken the lead on this issue. They have communicated 
frequently with Assistant Secretary Griles. The State of Alaska has 
pending legislation which would permit the State Municipal Land Trustee to 
receive title to former townsite land. Hearings on the legislation will 
take place in the next months. In October a draft of Federal legislation 
to resolve the townsite issues was jointly developed by the State of 
Alaska and Tanana Chiefs Conference.

CONGRESSIONAL POSITION: Congressman Young has taken a pragmatic view of
resolving these issues and has been highly flexible in alternative 
solutions. Senator Stevens has taken a more cautious approach to the 
disposal of land to traditional councils or Indian Reorganization Act 
governments as a solution. Senator Murkowski's office has not played an 
active role in the discussions. All members recognize this is a long 

standing problem and that some solution needs to be determined.



Townsite Briefing Paper

ISSUE BACKGROUND: Existing townsite procedures call for transfers to
incorporated villages. There are 29 townsite communities which have not 
incorporated under State law and may never do so. Also, transfers of lots 
to Individuals can only be made if entry to the lot occurred before the 
date the survey plat for the townsite was approved or 1976 (date of repeal 
of the townsite laws by FLPMA) whichever date is earlier. At present the 
BLM Townsite Trustee can only dispose of lots through public auction under 
regulations found at 43 CFR 2565.5. This sale mechanism is strongly 
opposed by the communities and is critically viewed by the State of 
Alaska. The villages In comments state that local control would be lost 
to land speculators outbid V ;  . cal people of limited resources. The 3LM 
Alaska State Office commcucec initiative in the summer of 1986 to 
determine the specific nature cr title transfer problems that existed in 
the unincorporated communities of rural Alaska. A townsite action plan 
was prepared by the Alaska State Director on January 1, 1987. Based upon 
these recommendations, discussions started involving Alaska Natives and 
the State to develop a concensus legislative solution. In July a court 
decision in the Aleknagik appeal addressed unincorporated townsite 
communities. The court stated transfers to the local governmental bodies 
could take place. Future disposals by those bodies would be without 
regard to race or nationality. The Department has filed a protective 
appeal to the 9th Circuit and a request for a continuance of the case for 
6 months in order to pursue legislation. Tanana Chiefs Conference has 
written Assistant Secretary Griles Indicating a desire to pursue a 
legislative solution but also signaling that they would intervene in the 
appeal. A  November 4 meeting with Congressional and Departmental 
representatives discussed the coucepts of the State-Native draft. An 
effort to identify alternative legislative concepts which calm sovereignty 
concerns is to be developed.

PROGRAM CONTACT: Robert Faithful or David E. Wickstrom
Alaska Programs Staff 343-6511
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Akiachak plans 
for dissolution 
of government
Novem ber election
by Steve P ilk ing ton  ■- ■ ■
Tund ra  Times rep o rte r . <

I f  next November’ s election goes as 
voters in Akiachak plan, their city 
government w ill dissolve after a five- 
year power struggle with the state, 
leaving the welfare and safety o f  
Akiachak entirely up to its tribal 
members.
; A nd according to state o ffic ia ls , the

provoke five other Yukon-Kuskokwim 
Delta communities, which are serious­
ly considering dissolving their own ci­
ty governments, to fo llow  suit.

Moses Peter, a form er mayor o f  
Akiachak, said it is too difficult to run 
a traditional Native government 
together with the state government.-

“ W e tried to put both governments 
together, but it didn’ t w o rk ,”  Peter 
said.

“ One o f  them has to go. W e have 
to go by what people want,”  he said.

W illie  Kasayulie, chairman o f  the 
Akiachak Indian Reorganization Act 
C ounc il, said the main reason

Photo by Chris Cushman
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Game Board members Nicholas Jackson of Gakona, foreground, and Sidney Huntington of Galena listen to testimony given last week by Arnold Melchiemer of English Bay. Melchiemer was discussing a request for goat and moose sub­sistence season date changes in the Fort Graham-English Bay area. The Game Board met in Anchorage last week at the William A. Egan Civic c£ Convention Center.


