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and, upon the Termination Date, shall become the sole and
exclusive property of State, free of any and all claims of Lecsee
or any person or entity claiming by or through the Lessee. In
tha event Lessee or sublessees do r.ot remove their personal
property and trade fixtures which they are permitted by this
Section 6.2 to remove from the Project within forty-five (45)
days following the Termination Date, State may treat said
personal property and trade fixtures as abandoned and (i) retain
the personal property and treat the trade fixtures as part of the
Property, or (i) have the personal property and trade fixtures
removed and stored at Lessee"s expense. Lessee shall promptly
reimburse State for any damage caused to the Property by the

removal of personal property and trade fixtures whether removal
is by Lessee or State.

6.3 Mechanics and Labor Liens.

@) Lessee agrees that it will not permit any
claim of lien made by any mechanic, materialman, laborer, or
other similar liens to stand against the Property for work, or
materials furnished to Lessee or its,  s7°-"essees 1In connection

with any construction, improvements 0' % /\tenance or repair
thereof made by Lessee or its agen sublessees upon the
Property. Lessee shall cause any such clam, of lien to be fully

discharged within thirty (30) days after the date of filing
thereof; provided, however, that 1in the event Lessee, 1in good
faith, disputes the validity or amount of any such claim of
lien, and if Lessee shall give to State such security as State
may reasonably require to insure payment thereof ana prevent any
sale, foreclosure, or forfeiture of the Property or any portion
thereof by reason of such nonpayment, Lessee shall not be deemed
to be in breach of this Section 6.3 so long as Lessee is
diligently pursuing a resolution of such dispute with continuity
and, upon entry of final judgment resolving the dispute, if
litigation or arbitration results therefrom, discharges said lien
within the time limits specified above.

(b) Lessee shall provide security for
the completion of the Project, and all changes or alterations
thereto, and for the payment in full of claims of all persons for
work performed in or materials furnished for —construction by
either of the following methods:

() Posting a su
corporate surety acceptable to State in an amount equal to the
cost of each improvement, said bond to be deposited with State
and to remain in effect until the Project shall have bean
constructed and insured as provided in this Lease, and the entire
cost of the Project, or any alterations thereto, shall have been
paid in full, free from all liens and <claims of contractors,
subcontractors, mechanics, laborers and materialmen. Said bond
shall be conditioned wupon the Tfaithful performance of the
provisions of this Lease by Lessee, and shall give all claimants
the right to action to recover upon such bond.

(i) Any other method first approved in
writing by State.

6.4 Development Rights. Lessee shall not
development of the Property other than to construct the Project
and the changes and alterations thereto approved by State in
accordance with Section 6.1 above. Lessee shall not represent to
any person, governmental body or other entity that Lessee is the
fee owner of the Property, Lessee shall not subject the Property,
or any portion thereof, to tne provisions of the Horizontal
Property Regimes Act, nor shall Lessee execute any petition,
application, permit, plat or other document on behalf of State,
without State"s express prior written —consent, which may be
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withheld or an reaso Whatso ver. Lessee shrall notify ?tate IR

writing o ag ose |n ?overnme tal action . whic
essee eom h ?pert, Its  zo-'ing or
the rig t to deve e Property for any future use.

6.5 Hold Harmless. Lessee shall indemnify,. protect
and, hold a{mles State and the Pro ert¥ from ano[n agar st air
claims an ra? htres .arsin of or rglating to
construction of tha ro ect 0 garrs ma e at ang time to” the
Project rPcludrn rs, restor trondan Ire butlding). Lessee
shal rer[r arl¥ an vd/ ang/ an lamounts Rroper_)f
ﬁ]aaya le tq th artres ith res ct go suc wok and “wil

ntain 1ts and records In the State of Was rngton, wit
resrfect 0 al aspects of such work and . mat rralg thergrore, an
will make .them "available Tor inspection Dby State or Its
representatives as requested.

6.6 Permrts Complj ance with Codes. All burldrn%
germrts and othéar rmrtB enss ermissions, consents and

Pr vals required to be tained ov,ernm ental agencres or
t Bartres In connectron WI'[ constrlction of the rogect and
alrlrg s% sequent pr%vemens her“a r% replacements or renewals to

rfg/ or roject s ac urrg as, requi g/
aé)sprca ws, ordindnces or reg |os g ar“i at' t

t cause a work t

e
equl
ex ense of Lessee essee sh
Proriert dur\n\% Term fo 8 erform

Ica S and al rr ctions
ﬂvernmenta a encres an the represen
aving jurisdiction.

6.7 Ownershr 0
Ehrs Lease, the oec d

Lessee, inclu
ﬁeratrons and rmprov ments .
urthen fixtures, —machipery a
therer e the ro ert% of Lessee. At
earlier’ termrna ion Is Lease, the Probec and
rwgrovements an all addrtrons ateraltrons

i i i LA

re) B E)try of State I#
ances or clarms of“third Part es wrﬁh res ny
ore ? includ rn ang g)at the rSJects mechanica
ctrrc ste S o[) ject's elevato ghall Le expre
gternoerﬁrcneate su ]ect to "the rights of t

6.8 Control a..d Ind nification
Lessee 3 ave ex
Pr ogert an State shall
r esponsibilities whatsoevr resJ)ebt
th res ect t% ny re)ans orspecifica tros U m\tted to
t \s Lea State's review of ang plans or
1ons s solely for its ownp 0ses, and S does not

a t
ake any wary ant concernrn % app oprrate ess o, such
ans or schr ications for any ot er @” 0Se. ates roval
ure to drsapprove such ans an specifi trons
hall not render State tere % ee erez
ovenants and. agrees to rndemnr end and hod f

S
?rom n arnst any and ajl clarms arising out o
use oF suc%rgplans and specr#rcatrons ’

ate harmles
or from the

7. LEASEHOLD MORTGAGES
Leasehold Mort a%e Authorized. State
to Lessee recervrn a Purcfrase Moge t)t a[ghe upon a
sale and assignmen the leaseho estate create tg is

10.
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L«as«, ﬁube t 1o (eonwlrance by Lessee with thrg Section 7, if
Lefsee as - ohtaine a For "Wri ten consent z Sate to tn

and assr gnment o ha Iease old eatata gruant to a
rovisions Sectron halow. consents to Lessee
ortgagin t erwise en um%errng Lessee Ieas old estate to
on Instit trona [nvestor ereinafter d.fined) under one .or
ore SLease g %rhtgsages t to com lance by Lessee Wltn
t ection 7. ase ma ssrg as securrtrf for suc
Purchase oney Leasehold Mor ges ol Ins rtutrona Investor
Mort gagegs xcept as %pecr aut or rze in this Section 7
with Purc ase one easeho |\/Iort ag s) and
In strtutro Investor Mortga e(s essee shall . not 3ve tne
[ght to g hypoth eca W % or othe wise pledge the
e sehoI e te created eresy It 5 tates eXpress” prior
written consent, as provided In Section 13 below

7.2 Notice to State.
(i) It upon sale and assignm t t

Leas(eholg e?]tate Lessee shal %n one or more % sions, E
ac rchase one Lease ﬂ ortrqa for a term not Pegonﬂ
B ey P S el Wl Sl il Al
there A %’urc?tase Mone ehoﬁg ortqg shall contaln ptya
tate which discl arms any A ehres . ﬁ% t Stat]
ee r eres% ‘n the Property “and which Provr es t ate S
ave.no lia JN %tsoever In connectign with sard Mortgage or
the rnstruments n lgations secured thereby.

'c%, S}ate
ecordable form
hold Mor‘ age t?r
sych rorrp atg asOtrIroy
ti 7.%(fa)r {) gove, antﬁ
h n nconformi

ess
t

mortgage
vestor f ga

=

(a Upon receipt of suc
shaII Pr ptIX acknowle %bﬁ n o Instr ment
t State consen tg su rchase Moneg

ong ﬁ esgee olds such rnstrument r
Les?ee that State does not co gn
rimr ﬁe re%urrements 0 ec
Speci y the specitic basis of suc
) (i) It L
Lessee's Ieasehol estate to an Ins
erm not beyond rnatron dDate
easehog ort a e s rovh e Sta
Leasehold Mor a e tog ether Wrt a tr e]
Mort age and the "na e and address of t
ess e a ee t % 0l owrng recerpt of suc
rovrs]ro 0f rs sect |rgn pply In
M%tg an Instrt t
rho to the resqorrrp re uirements, a
ease Mfir gag contarn a stateme
rherest len g[arg ates ee rntere
whic r es that State shal a}ve no
connec r rt said Mortgage or the instrum
secure er ehy.

=
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e hold Mortgage rgr in the event 0] chan

rtga e or of a aéa %nee L ase
dOf t0e rpe\rN narr]ne ,gtrr]ch assrsr?eeS sh T) r°aVn'
0r' as a% Ined heyre J

. c Promptly upon rece a communicatjo
urporting to cons rtute tﬁnp rt/otrge gJovr gé ?or hy Section 7
b aove State sha acknow % an Iinstrument In
e o able rorm receipt suc comm Bca 10 abs constituting

provrd ed by Section L gove 0r, rn
ative, n Lessee and the Leas hold” Mortgagee

|
choncomr% S?atron as not con ormrntgnewrth
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1) above, and specify specrg

11.

any



Aftor Stat* has rocorvsd th notice
Erovrded for ctro r 2(a rn or Sac tion (ab 3 above,
aaa a shall W reaso aple r tness rde Shtat With coples
ﬁ Bote or ot er obliga rhon scure y suc Purc ase Hone
easehol Mort% Lase ago ﬁ (o any othe
ocumenlta pertine t to the Pur n 3 I-B) e Lease Mortgag % o[
Leaseh o Mot o as ec State, Lessee shal
thereafter a so ovr ﬁ Sta fro trm to trme with a copy of
each amen ment o r mod rrcatron or plement to "such
instruments.  All .recaorded dP uments shaII be accorw)anred y tna
ag(orodprrate ? ertifica ton o the gro riate ic a 0T the
ordin r e FLS t elr thentr as. true an corye%t
les 0 clal rec s. nonreco ed docy]mgnts shall ba
om a red b a cer t tron Lessee at suc ocuntens are
Erue nd corr dt o res o u

grna S. Eroln time g
ern% requeste 0 so y tate es ee s also notr S(} te
e . date and place ecord rneg oh ertinent recording
data wit respect to such instrumeénts as have been recorded.
7.3 Definitions.

: (a) The terra "|nst|tu ional Investor” as used
n . this Section 7 shall refer to any eputable an solvent (I
Bavl(ngs bank, rr savrn s and oan assoclation, (i11) commercial
an IV [ cre unton, (Vi) ’nsurance
company, {vrr) vrr nrversr cUx) o, Tea e.state
Investmen t or nsi THe ter {nstrtdtrona
Investor sha al 0 r c e ot er re outable. and solvent lenders
? substance WIC or funct rons similar to_.any of thre

0In wnich assets in excess of t ilio;
jg g§50 000,000) at tehe time the Leasehold Mortgdye oan is

b) term "Leasehold Mortgage" as used r
this Sectroger shgll r cTu e a mort gtgtrus eerd

to secur 0r ot er securrt tumentdb which essee's
easetgol state IS mortg%%% e] assrg [] ot erwrse
Erans erre to secyre a tor er obligdtion” which is held
y an Institutional Investor.

C term "L easehold Mo rt as in
tprs Se tion 7 shgl)l Ae[gr to the Institutiona | %estor W rcni 1S
do er o Leaseno ortgag In res%ectt Ich the n tcg
grovr e y]Sectron . ve has een grven an recel)e
nd as to Whrc the provisions of Section” 7 are applicable.
1.4 Copsent of Leasehold Mg rtgﬁoee Requrred 0
cancellation, surrender or modification o Lease all pe
effec trve as t any Le%seg dﬂMort %ee edss onsente to In
Wr| tn y SUC ease ort ee, provided owever that
nothing in ths Sect . mit or der orI;ate from States
rgnts tg termi ate t rs Lease rn accordance with the provisions
of this Section
1.5

De ult ryotrce Stat ,upon rovrdrng essee
anyennotrce of: r? £ r

tion to termr at ﬂrsauetaseun%err Il ang Ie
claimed default, contem oraneous rov o
n r c notrce
a ee suc Lease Mort agee

otl e to ever ease tp
Hﬁs %rv nyto Leasehor? l\% 9t

avé the same pe ?d ater - giving of such no ice u%a
rt or remed in anypd ault or causrng the” same to be remedi

as IS, glven Lessee “aft the givin Suc tice to Lessee
p?us |ng each |nstance thgel dgtIOH S 0? time s ecr?red

erio
In Sections g ? ,o remed) ommence reme y]rntg
cause t e reme led th default ecr ie rn an such ice

State shal| accept such performance or at rnsr ation of
such Leasehold Mgrtgagee gs i tﬁe samg had abeen done E) Lessee.

12.



Lassae authorizes each Leasehold Mort ee to taka any such
action  at ouclh easeﬁ%old tgagee'” gp%r on and  doas yhereboyr

gltjrctﬁroprhzr% entry upon tha Propery y tha Leasehold Mortgagee C

1.6 Notice to Leasehold Hortgagee.

contrar rhé‘%a din any  defad Iythrn OnotcacﬂFd Wrnlcrt]hra Lea
rtentrt?eg , to fer rn%te this Lease gtate sn H have no lr)lght

0 term.rnate this Lease unle? State a ﬂ Sy
Termination Notice every Lease Mor %a ee of whic tate has
heen notified pursuant to Sect bove,. of Lessor?
rﬂtent to so teyminate af least t rrt 0 ays. . in advance 0
the gro rised effective dgte of suc termination,” if u& efault
IS cpa e of eJn cured by the ment 0o rgonerf an leas
forty Ve, 45) ays. in adva c? 0f t ropose F e? hv ate 0
BUCh rmrn tion, " 1f such default rs ot carg ? Bf

' § ment °dfurtt”§ hTt“mrt”’Vhrs“’”s egstian, T sre
Sr min on/ Notice Pe i any Ledse % Mortgageeysha? Y

Notif State such Leasehold

Mortgagee's desire to nulr such rYot ; ad

additional rent,if ané nd other monetary oh
(:rtél In the Termr atio

¥ sepr 3”I§I%rrtS ages become due d
I(S(ﬁ or fortygta% (945% \gay perrryd r(}]
h all

re urrements of this (Leage then rn de ault and,. as c!%tgrmrne\gltb%

Pax 0r cause to an {Itaid tht%eRent,
ur

ing such thirty

reason bl susceptible ein com lied by suc
gasehod Maqrtga e ? H tarlurg eP end funds ynat to
vefsezv aff c sua r it cure), rocge t?]
com ith eason ence . on |nurrtT¥ wit

regur ementﬁ ot rea n Rcept ein lie wrtg y
ease old M rga e Wrt In" the notrce erig proviaed,
OWever, atl suc se 0 rtega ee shall™ not be required
uring suc ty ve Ta Il to cure or comrne ce to
cure an fa t nss L ssees failure to satisfy and
dischar e an le c ar or encumbrance. agarnst th Le see's
rntere? his Lase or Property junior rnHo ior t}/ to the
lien 0 the easehold ortgage held b such Leasehold Mortgagee.
An notrce to be. rven State to a

Lea hoL ort ge(e pursu to an ¥|son oPyt sSe tign
eem r({) % dressed 1f sent to theLe s% ol

ortgagee who serve no rce referred to In Sectrog I r
abov unless notifie a C ange of Leasehold _Molt ?e
gonveershrp has been given to State pufsuant to Section 7.2( )

1.7 Procedure on Default.

gaP | f Stfate shall elect to terminate hrs
Lease gre son ault of Lessee, and . a ea?e old
Mort?aﬁre % have roceee (J te mﬁnner rovige or b
Sect F a ov% gecr fled date .tor. the ter rnatron of thi
Lease rxe (atr its T rmrnatron Notrcg s hall be
extende erio SIX g manth rOV|1 ed that such
Leasehold Mortgagee shall durrng ch six (6) month period:

. Pay or cause to be
adét troHaI rent, if any,()nd other monetarg/ gblr atronsyof Lessee
under t Lease as the same become due, and continue to Perorm
all of Lessee's other obligations under this Lease, excepting (a)



oRIr ations of Ltesoos to sa trs or otherwise dischar ng lien,
charge or encu rance gainst essees rnt e tin Leas ?é
the Propert ] nior rrorrg |en of e Lease
Mortega e heg y such Leasehq %a ee a d ) ast n n
moneta g atrons t(en In and ot ona
susceptible o ern% 5 red by suc Leasehol Mo [ gee 0
or fa ru[)e to ex un(d notto adverse ect th
susce Ity of cure);

or stag and thereafter for so Ioni;7r as such Leasehold Mo

[f not eB%oined

e Leasehold Mortga rTr ther a roprrat

ang % osecute tha same com %ho wrt reasonable ﬁncoer

9 suc steP use

Its” best efforts to seek refief from such injunctioh “or stay

4

hove, Leas then ter and n|me r
| ! a

ProcE s to complete steps to acgu ﬁe 0r seH CtIessees r[ t/

other a ro rrate means with_reasonab it

R, apRIOP 0

?teps to acq irE or éel)r Lessees |nterest in this . Lease
|
and continuit I sucﬂ Lease In
d r} Xkrn
at the end of  such eSIt( 6) _month
t t
competro rfsuc Leased Mort such Rroce gr 83 ha’
cuntrn e so o q as such easehogz %Tortgag e continues t cmpg
[ ne
e
owever thf e construed ){a
0
gl {

é

oreclosure of t F mean
agee IS enjo %
ta rom t eeaer? Mortgagee'sh
ey sehdld origagee
eriod s ch Lease(hd ort agee. is complying with Sec 77a
g sOh'YI r?o %tge h i (to)
e S
e 0
with provisions of Section a) ove and, IS e {or
int g gee
Leas foreclosure of t se age. o
n ] yec 1on H ea %0%“ u
extena1 t |s Lease bey ond the orrgrnal term to

re uire
Lease rt contrn re drn
?er the de? &;la Phas been cure j the d s T e cur
and thg Lease old Mortgagee shall |scont|{r ch forecl os
rocee in Lease” shall co tjrnue In orce and effe

S,
Lesgee had not defau ted er this Lease
|

old M da ee S com Iyrn% with
ac d ess% sta
y ot er urchaser at a

nor
u
t
forc c

U
é ease t
ection 77“ above, ?gnw th | te
erern b h| Leaseho ortgage a D
reclosure sae or otherwise dnd (ii th dsc arge . of n ||en
arge of encum ra ce adarnst the Less e In eres rn A e
0 t e

4naer 8 Il\%ré Bee and whic
n

ease?ro%lrohﬁ rga W % such Lea e i
Lessee g %t agter‘T t%lgatrus % Ls%na ISch R/ f ?SOPOFCQ agd

terms of th |s ease, edas all c ont

effect as If esse ad not defaulted ease; provide
esrctrnee or an
| estate creatﬁ

|
n
n
h
e

n
e
S
r

—Q

_.‘—1

er t s
however, that suc easehod1 Mortgag ee or Its
cher such part¥ acquiring .the Les ees leasehol
e o gations o

ea
ereb n Wrtrn to assume all o
Lesseg hereun er suhject to ?he provisions o tlh Section 7

(hd For the ur oses of this Section 7, the
makrn of a Leasehold Mortgar[;e S aI not be deemed to constrtute
a pee assignment ransgr of t 'ﬁ ease 0r o0
ease estae] ere create nor .s a any Leaseho
Mortgag ee as suc eeme 0 be an assi or tansferee o
thrs Lease or of te Ieasehold estae eregl create

Leasehold Mortgagee,  prior to forecl osure the easeh olg
Worﬁ age or ot elr ent |nto 05session ot leasehold es ae
ot he ob at to assume the erormance o any o

ter covgnants or conditions on essee to

erormed ereunder, The purch aser érnc %rn |_ase 0
tgagee) at anr/ sale of thrs Lease an of t e seho estate

ere ¥]0|c eated oreclosure of an

n any HJFOCE@ in

d Mortgage, ort

Lease e assrgnege or transfere In lreu of they
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foreclosure of any Leasehold Mortgage shall degmed to be ag
assignee or transferee within tha m anrn? fthis ectron 7, an
shafll ba deemed have agrte to perorm all of the tana,

ﬁovenants an con rérons £ paJ lfessee to b« ero ned
ereunder  from an fter tha~ date of such purchase and

Any Leasehold Hortgagee of the. leas

e a ehol
Tgtg%j of Lessee ( Lrsuant foreclosure J gsr nment in ? eu (f

osyre or other roceedrn S may, a %urrrng Le? ee's
easenold estat ithout further conset 0 tate an
assign the leasehold estate on such terms an to such geréog an
organrzatrons s are acceptable to suc ort agee Pr vide hgt
BUh assl f as delivered to Stathe Its wrr geement to Dbe
ound by the rovrsrons is heasg th ?‘srgnee ?
Ef lusl been a N Wrrng y State, which “approva

Il not” be unrea y wrthhe
Notwrthstandrn n er prov rons of

hhs Lease any éa)le of this Lease ﬁd oﬁy t?r eage%o\ estate
eeb¥] create in any %rocee Ings or the fo ec o?urﬁ of ang

P or gag assignment or trags er of this Leas
a o asenold estdte ere create Inlieu 0
oreclos o anly easeho Mortgade shafl,be de med to e
rﬁermrt sa transfer or agsrgn t of this Lease and of th
easehold estate hereby create

% l(essee shall not transfei, sell or assi%n
any redem tion rrogtds rom any. foreclosure sa% to anry Fe,rs n
%V?f% cfrso 0f al%fo ved by State “in accordance with the provisions

ease,
Il a % rn the event of the termrnatT %
ult yy Lessee %ultrng rom f rI re
ass me the execut n of

o]rg rtio
f aLease o/dMortga ee S %/ War e
ctrons and/.7 ahove thr
suc aseho ortga gFes recerpt no
.6 above, t ate | rovrd % Lease ho
ase een termi na
of %I

D= _DDDS

(T2~ Tl =3 =X 0]
—

—ha

wrrtten no Ice tha tht

Termination” ogether statemenf

Iatﬁattreedeunertrs Lease for
other defa r then known

U

to enter int New Lease

uch Leaseh oI(P ort 9 ?Orf ( remarnrfer of the term of
ease, effective as the da termrnatr n, at the René
ditiona [ t Fn, e rms covenanfs an
ro] (Includi o esca

S Ren

w”eede)nt%fwtn1 prov Arcdat)e or whrch have a|raa y

oot e s SR R me
to thrs

after’ the ate suc aseo Mortgvagee rec
& %f8Termrnatron of Lease give pur

LVv=o
cho::r_gQ:sg =
=

— =

=

—_——— ) QO —+

e
N ytr
Se ct

Such Leasehold Mortgagﬂee shall

cape, o e paid o stete ar At dley e Lix ard

trme 0 executron and delrver?/ ereo be l(Jje pursuant to th '?
Lease ije or such termipation in addition  thereto, al

rea ona exPenses which State, shapl have .incurred by reason of

8 termination and the execution and . delivery of th? New Lease
an whrc ave not otherwise peen received by State from l,essee
or other party in interest under Lessee. Upon execution of such

New Lease, Stgte shafl aﬁow to tfre Lessee ' named therein as an

15.



offdast against tha sums otharwisa dua undar this Section 7.S B
under th New hease an amount equal to tha nat Income derived ){
State from tf ert urrng tde E{Jerro from the date 0
[ermrnatron ? thrs aaa he at e begrnnrng of the
eas% term of suc ease tha event of co r ers as
to the amount to Ra riState. rsunt to_ th s n 8,
tha g%ym ent ob Ir%atro Bhall be sgtr led r% a s be paid

_anount HO[l (N _controversy, easeholq Mortga e or r[s
esrdnee sal agree to a any additiona sum te%
etermined be due pyrsuant to ar Itra tdro a provr e r
SE?tron. 14 be\ H rnterest as allow by and such
obligation sh adequately secured.

‘_teasehold
t!ﬁe ot Ter
termined by State, are reas a Sus epﬁ(r
§y Le seﬁtl Mot e or Idsv esrénee ?Ia

p%rlr”e) erse a fe t

K/] ew Lease Priorities. [f more hgn one
Leasehold ortga ee all rectruest a Hew Lease pursuant to ectr

7.8 a] all enter into such New .Lease wit

gase r}nortga]geewhoe mortror e IS prigr in lien, or wi

esr nee of sut ease Mortgagee. = State, without Ira rlrt
to essee 0r any easehold ortgagee with an adverse claim, may

I a%re'\eloto erned any . of Lessgtategﬁ tro

rtg% ee was notified b
ure

c
" unds n
sceptibi rty 0

rel on a mor agee's trte nsurance policy or preliminar
Co mrt erc]t the[) Fgeg rssuﬁ a resgaon% teytrtlep rnsuranc)e
Bom[)an Ome er USIrnnessthvr\e“tamro rerate Leaseht\J/Y SI\/IIQ tOan ee wotr}g
entl IedQ to suc engea PPTOp gag

10 easehold Martgagee Need Not Cure ecifie
Default. Nolth lFrere?n conta(rn §gshall re uire any Eg fro

Mort a ee or esignee as a condition exercrse o nat

nere o c re an de 0f Lessee eter rne tate
reasona e suscepti 0 ern cured suc ageho

tort gagee or rt?f etsr rne k It fure to ex pend S Bot

ot i 60 th. e eFauSt efe Ire Mo’ Surcet)r’on '”5° \r% i

0 er to comp the, pro rsrons 0 Sections 7.

?PVB é)erctar?)n 7con rOt %n of ‘entering into a New Lease provr ed

, 7.11 minent Domarn L ssees sgare, as provrded b%
Sectian 11 of this Lease, frocees aris r from a
exercise of the powerf mrnet Dom shal sSu % ct to the
grovtsron% ?é flon 1 be e drsposed of as provided for Dby
ny Leaseho ortgage.

Casualty Loss. tandard mort ee cIaus
namrngnceach Leasehoﬁd Md/rtga ee  may % c?d gn aI

Insuf ?0 ICIES req uired “to be carrred % |. ssee ereun er on

condition fat suran proc ed are to a a’\% In te
manner sp ecr rn t IS eﬁse an Leasehold Mortgage shal
50 rovr ; exc Pt that the Leasehol Mortgage ma provrde a
man e J osrt lon of such proceeds,” If an otherwise
Be re Lesse tht not such proce It an
e Ao ntly “to Sc}ate and Lessee of aﬁ to t e Trustee f

ance as rovr ed in Section 8.8" below) pursuant to the
provr lons of thrs Lease.

7.13 Arbrtratron/Le al Proceedrns tate . shal
drve each Le seh o Mor 8 t notice otg

|

11 ar Batro or

Procee Ing s e ta e gn Lessee rnvo rn]% obligations

un his Lease Eac Leasehol Mort agee s aI ve the ri pt
to rntervene In any suc proceedrngs an e made a party to su

Whl}']r agede 0r its



eedin,%s, and tha partial harato ﬂ copaant to s]uch
ion. In tha avant t at any Lease od Mortgagae* S aII
] t%tarnterve e .or acona

e
grljrn ta sh rgrga tha Lea gzhold rty%a e# notha o(r
c % I War(?t 0 acrsron ma H

in

roceedings,
all orfgagees ot
BRI
tic
€, ow, a Leaseh g (rn
Itlhe arbr ator so”a %rnte thereu on Ba
a nted
gr}rjrmence any la action to foreclose ts
Leasehold Mo or othe wise realize u on Its securit anted

IC
therein, rrttgngnotrce of suc roc dings shall be prg QJed to
State at the same time notice t ereo IS given Lessee.

7.14 No Merg e[ So IR P S an Leasenolﬂ ort
rle§< 'r’ésg rsten%gn ”t‘n'“vha | Led the fede totr gya teoeS hS roOtery and
s/eh H estat%u H %ssee therein create r¥ ease

aI merge aln separage rs inct
otwrthséandrnq acqursrton rp sarp } title andsaid

easehold esta State or r{ Lessee (hral a thir ?party

t

urchase, or ot er oregoin a In the
E\r/ent erminat rs ags ? eaultppb§ Lessee
b

DD

easee s gll
t te, pro

er 0 sen o
addrtronal Derio
Leasee has fal
aggorntment an

(Je
ginrze L;t

0

% a
r ecerp notrca of .arbitrat ron eYent
aj a&pornt an ar rtrator attaJ notl rQ#
rn be of

r here ha nore an one) S a
of thrrt (30 Xs at [ notice by a(te that

d oint” such It at r to
respe S ar It ra or had been
se ?n tﬁ t Leasehold Mortgauee

or nonIJud

ovrded ht no LeasehoI(} Mort agee sha[ ave requested and

n, (rante a New Lease pursuat to the provisions of Section

t hall, without
r, but not more
(or m ore fre uenlt
s le or mortga
0 e sublettrrgr] grl)
(t{e ays te wrrt en est o Lea
0 riften r nstr umen ex cut
c ort a e o r prop o
;ease 0 ort a( ee or Eose r tS

kno to an Leaseho as s
rmorcorrtrn pecifi chre%r §a et
emente a en ed, , t
ﬁ ent, j
st

7.15, E tOP el Certrfr ate.
?har e, .any time an m time to time her
re% entz than twrce In_any one-year pe hl
If quest B m in connection wit
f Lessee's .leaseho rnter St or . perm
ssee wrthrn ten 0W

Lease een SUsp
ett]ance and manner uch pﬁ nt amen

er this ase remains | orc and e ,
w]e exrst nce 0? c!neafau [t rhereu ger, he
an fsets, counterﬁarms or ense ereto on .th
ess ; ) e ommence n iration
H erm 0 t rs ease. Lease o ortga e an
? %n inde tedness secure Lessee's ease o
sha %vr State, upon State's t en re uest sta
E e current amount secureg. y tp seh 01 ?t a(
u¥1d Leasehol Mort%a ee, W eth er an It
gh
h

Chid Ceasenold Mort ale, (“me R wouJ
: :
t
in

er
ch, with Hotr
aultg, a rrr w et er t ere exrst any, 0ffs

sr[)ute wit ﬁpect to said Leasehofd Mor
struments secured thereby.

7,16 Notjces. Notices  frcn State to the Leasehold
Mortgagee shall be marjled to the address furntrsh State pursuant

to Section 7.2 above and, those from the Leasehold Mortrga ee {0
State shall be mailed to the address desrﬁnated pursuant “to the
rovisions of Section 19 below. notrces demands an
euuests sh e given In the manner deé[) ﬂ in Secfion 1
tﬁaotws%rr]:(tlior? all tn-all respects be governed by the provisions o
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by a Laarahold l}/lort a%e# shér onstrtu a agreamant

Ea H In ac ua undar tha tarns of thrs Leasa and a
gase! Mort a avrn mada an ga yment to Stata g y}anf to
States Wron rfa or mistaken notrca or dema a
entifled t ﬁ e re u r& any suc rﬁa ment gor 1on F
Rr ovided Leasehol ortg gee shal ave made demand there ore
ot later than one year aftér the date of Its payment,

8. LESSEE'S INDEHNITY; LIABILITY AVMD CASUALTY INSURANCE

8.1 Indemnity.  State shall have no responsibility
or r:o trol Wrth res ect to an as ecft of Pro erty or any
ctivity condycted thereon a] ter t Co me cement at
s Be shall rndemnry and save armless State om ar{

a it ama e pense, causeof actio SUIts, rms or
Lu gmen Ey reason whatsoever cause arising out of th
%, occupdtion, and control of the ro ert by" Lessee, It
S ees rnvrtees agents, emBonees rir permrt ee
e] ross
e

e
S S
ubless ef S
xcePt as may agrse solely out e wr y y
e%; ent act tate or State's . ag ents or emPody 0 the
xtent. that R% .11% IS a Jrca e to any indemni rcatron
[]ovlsro of this Lease tate essee a ree éa provision
all _not regurre Lessee to In 3/ ave State harmless
rom State's sole or concurrent neg igence r any.
cquisition of |nsurance PoJ es. Lessee
shall, at rts sole 0st and . exp ensde Iﬁ)rocure an ajntain, or
cause to be procured and maintained duri P entrre Ter . the
[nsurance escrrbed his. SecéroB IT not available, then

Its avallahleequl aent issued by a rnﬁuragce Co P w %
companies rcensg do business as rngton
satistactory to tate reasonably coverrng and protectrng Less

3 es Required Insurance. Lessee shall
procure ang marntard/pthe ?ollowcr]ng

hensrve General Liability Insurance
rnsurance Covering claims

or dama es er ons or propert
hluPro ert% an8 the Proj ect %ndp Z

e
C alks an ays
te ttYeloinVhlcm [imits t%ha\ﬁ ¥)

ey
no less

Comprehensive general ?a
with . respect tornjurres
sustarned In, or about
urtenances theret% In
a acené thereto J lim
usted as provided in

ctron
fo lowing:

an the

bility —
ence,y -

Bodily Injury and Property Damage Lia
Mr”r n |a y% i P >ieach gc curr
Million ar aggregate.

E.UCE t| mits may be fﬁc hieved throuqh the use otS (n}b e”g

1anili nsurarnce clen mee the requiremen
ection 8 or the Pr erty an rorec
. b Physical . Prope a [nsurance.

Physical d mage( )rnsurance ycoverrn P f [ng ersonaJ
Brogert . other~than the personal ?ro erty) su tenants locate
nor.In, 8r con?]tt trn% a part or, roper ty |ncIu |n ut
not limite Pro rn an amount e one
hundred Bercent 9 f g placement value o suc t(y
Such |nsurance s OT) a coverag do ama es resu m
ér frrg, A” h) r vere ten ed cove rns

brace an ureau orm used r ae o
W,ashlrngton, (rrr Ios of steam and ressure ollers and
similar apparatu Ioc ted rn the Proy}ect (fv) earth uake or t
shifting or moving he ea th, LV) flood damage if
ProBert IS |ocate wit y ;P Lessee sh |I not be
required to maintain |nsu ance or war rrsks provided, however,

\8.
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if Lo«sea shall obtain any such coverage, then, for dS 1long aS
such insuranca 1is maintained by Lessee, Stata shall ba antitlad

to tha benefits of: (i) tha first santence of Saction 8.4 balovj
and (ii) Section 8.4(c) balow.

J Burlders Ersk Insurance. Contr ent
[ia brlrw and ilder's rs nsuranca In . aodhnt
reasona satisfactory % tata durrn? construrit
Pr OAEC'[ nd. aurn any upsequent resto g 10 terations or
cha ges In thfe PrH %y e mae Lessee a cost |
excess t t ousan S A ROO er ob (gLuste
gver f|£ nrversary Date during the "Term as provided In
ection 9 be

édl Workmen's ComB Psatron [nsurance
Workmens compensation and erp oeyers [fability “insurance with
respec to any work by employees Lessee on or about the

Property.

8.4 Terms of Insurance. The poljci required under
ection 83| above sh a[ ame State as Fe)rddrr nal q| sured and
all pFOV\ nro tate certific at a |nsur nce

see sh
arﬁ coples of poli res 0 ?/ne(i see. herey Furt
'] poPrcres of nsurance descri ed in gectron §3 a ove sha?

C

u

d Be written as rimar olicies not
g that &

8grrrrtributing with"and not in excess of caverag tate may

(t[))) Contain an endorsement grovrdrn tha(s ucn
insurance ma¥ not "be aterrallg chan?e . amended or cancele It
re% dt to State or  the Trust nsurance except after h ty
(3 ays prior written notice from Insurance company to Sa

(c)1 ontajn an endo[)sem nt containing express
subrogation Z insurance company
c

waiver of |
o™ ted officials, agent and employees.

against State’s

loss will be éd) ablePrrr%\trlr\(rjlr(%hstthaant th%nrnguranceneprloceeed:% 8f
”esaegncewhrch mgatt/t otherwise resultgrn ya ?or?erturgeg sard

red to e‘) |ce ess'XropernOtVsldgrthcatrir%satgn htthlalrtngta?g
shqalﬂ ehave nogtrabrl Ity for premiums.

. f Provide that al roceed haII be aid
jointly to State a)d Lessee, or to the Jr LPstee 0 surance P

: 8,5 ﬁqates Acqursrtron of Insurance | f Lessee at
ang time during t erm falls Procurg rﬂarn aHn such
In Hrance or toP premiums there ore tate s g ave the
right to. procure ch substitute jinsurance ems
agproR te Ht sha be under no opli gatron to so arg
Bb a [T p r]nums hereon, and LEssee sha y 10 tate
g N deman amount'so _paid and expende r¥
5gether Wit |nterest éhereon t]the rate rovr ed | ectro
21 below from he ate of suc ex enditure by State unti
[)epagment hereof Lessee Moo icies of insufance obtaine

% tate coverrngv P ¥srca db to the roperty or Prodect
all contain a ver of su 10 atronda |nst Lessee |f to
th extent such arver 1S obtain Ie an Lessee artlsobtartate

on demand the additional costs any, incurred

nin
such waiver. g
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Procssds Other. Fund* Hald

nd in Trust. Il
roceeds s?tall bo rocorvod% tho Truitoo of Insuranca, shall ho
etd in F and rcep rovdd ed other]wrse In_Section 8.7
elow, s all ' be applie |n acor ance with the provision of
ection 11 below.

T JJ ||cat|on of . Proceeds of . Physical Dama
lnsurance W ect to_an rnsurance policies “as (escri
In Sectign 3 srca Pro er agra Insura]nce apbove, the
aﬁg“c tion of' | Ja procee om amage or [oss’ to pro ert%
S e determrne In accor ance with Section 11 below and, 1
tne event 0 anry repalr, re acement, restoration or rebuil rn%,
the Trustee Insura sha aﬂ]l t e groceeds cof 't e
Insurance col/ecte ? e cost of suc upon certjficate o
Brogres? and OJ etion In form satis %ctor to sald Trustee
he license arc rtect or en meer in charge” of the work. An¥
amounts pa atgl Lessee or an iat e 0f Lessee rgr work 0
servrces erormed or materials provi as part o any suc
Pna” replacement, restoration or re urld In shaj not “excee
rtr rates for such services or. materras a essee shal
u on quest of State, mak avail a Lo 3te and Its
present tiyes at State's frces al oo records of
Lessee relating to such work, services and materra

8.8 Powers and Duties of the Trustee of Insurance.

Aa Trustee. The Trustee of Insurance shalt
u% lnvestor orng bueres in the 0

% orit escrow s and acce tgtt)?
e )ne Trustee shall B Eease?rotg

|

h

ssee,

r? The Tustee sh a ret arn |n trg polrcres 0f
3 or ce rtlrcates ereo ere |t herein

deli
a draw ,termrnatron r
Era ny S cB tpo Ct}/C Wl\g Sata e's

S
g
tate 0 e or ny aut orize g . 0r
essee Sal {ustee of Insurance Il {ec(lve IMAMANHInly
r y o re
e | In
u

L grocee nsurance specificall
[‘dﬁ r%ke ajmag o nsurance des?rrbe
g%cor ar?gelovrurth tlé

iRl e
14l

etCt one of 't eal 0Vr(rnar tE T
t 3| ehment W
e paid kn manner uruc | mrr ate the
of encum rances upo rogertg or the Pro
dishursement of other Insuran

ro
ce
undertaken by the Trustee upon written agreemen
Lessee.
(b) .

dssee shall hold said

g ent |n th e rschTF lnegt

T
Trusteemsrngrllr not be ||8ab r
E)(r sa0 g?é rEcorrt COsr OFFﬁ%ﬁ mtﬁyu beee ?r
faerlure or refusal Et anglrnsurancz comparhye rtursred aqe sorn)IO
a
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corporation to pay any licies or mone

and” legal mean | conunctron arhd co peratrogr with State
Lessee to recover the same hut at the expense of Lessee.

‘ Trustee s Eees u fees and charges of
Trust % of Insurance shal aid r){ llessee {ustee
fsha e based on Its then current annyal mini 8
pocket expenses. Administrative time |s e c arge
he pevarlrng hourly rate for such service.
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% Truste Hergor. |f
Insuranca should marga rnto an tn r Inst tutjonal In %stor or
change 1ts _corporate name cr Shou r}]sfer rs trust Usiness
t% y othar Instrtutro aI Investor such successor. Instjtution
sha uuccaad to all th épo ds utres and authority given to
the Trustee of Insurance hereunder.

r

) Trustees SHC essoyrs,  The Trustee of
n grvr thi 3

nd esse r

It T

¢ 0) days. notice
g dtésr to resign, U on
0 ten notice or rf the of Itrura ce
r to serve, State and [essee haII prQ pt}lg
Iy agree upon successor or alternate trustee and, In't
t :Igje .are unable to ree ypon % su c% g or alternate

dhér}/uélt a%/ ae or Lessee
r Thur

e or of the
te trust e who shall St% Count
in S 3 bov Ee

rustee

rét nce Here th sﬁsc”

ap
r
stee sha Itage en trtleg Ig h Or%utesseor

1e %Ilwi%curf etI‘t Orrnﬁﬁrtsesaﬁr p0 gr erern gonterredsupon
he tee nerein originafly appointed.

(fr) , Investm nt of Proceeds
Insurance . shall . invest z1ny insurance procee received 33
irecte r} Wrrtrng jointly” by state and essee provide

owever, If State and Lessee ca not agree to the rnvestments to

ne made the Trustee of Insuran ay gBvest such funds in one or
more of the following types o on s"and securities:

. 1) Bills, certificates, notes or bonds
of the United States: ,(,)

: (1
States or its agencies;

owned by the governmelnltl)of the United States;

| Indebt r
Mortgage Association; zgn\él) ndebtedness o

Time osits full req by the
Federal Deposit Insurance CorporatrortJ In comme)rcrarl anks. y

[n makin rnvestments in one or more of the s t)d trXPetftu? Ponds

and securities, . Irustee 0 Ipsurance shal e
Probable necessrty 0 ments rom Itrme {0 trme 0f ortrons 0
he Insurance Procee elect rnvest ths wrﬁh
a proprrate maturtrﬁ Income rom t nvest t]s S e
te? as art of the insurance procee eId Trustee
of Insuranc

89 I s rance Su Ve or The dete minations uired
unger Section t eow and I Y Section , It W be mae y an
Inde eg ent qu Lert rnsurance su veyor sel ec d by the p Itr S,
whose decision shal éet to rth tion. If the
Hartres cannot agree ?n ﬁ rnsuran e surve or wit H thirty é30)
%ys aLter the. date of suc dama e or destr ctron en the same
shall be alﬁ)pornted by thﬁ resl % gge rrror C%urt
BfartTyhurSto County, “Washington upon the appl rcatro of elther

tha Tru

The T

Other obligations of

Obligations of any corpor
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9. REPAIRS

9.1 Acceptance of Property. Lessee accepts tha
Property and any improvements thereon in the condition they are
In on the date this Lease is executed without tha obligation of

state to make any repairs, additions or improvements thereto.

9.2 State's Repairs. Stata shall not be required or
obligated to make any changes, alterations, additions,
improvements, or repairs in, on, or about the Property, or any

part thereof, during theTerm of this Lease or any extension
thereof.

9.3 Lesseo's Repairs | u Operation. At all times
during the Term of this Lease or any extern' in thereof, Lessee
shall neither commit nor suffer any waste to the Property and
shall, at its sole cost and expense, keep and maintain tho
Property and all improvements thereon (including the Project)
and all facilities appurtenant thereto in good order and rc-pair
and safe condition, and the whole of the Property, including all
improvements (including the Project) and landscaping, in a clean,
sanitary and attractive condition. Lessee shall make any and all
additions to or alterations or repairs in and about the Property
which may be required by, and shall otherwise observe and comply
with, all public laws, ordinances and regulations which from time
to time are applicable to the Property and/or the Project. All
business operations conducted upon the Property shall comply with
all applicable laws, statutes and ordinances. In no event shall
Lessee undertake or suffer any activity to be conducted upon the
Property or within the Project which constitutes a nuisance,

which is immoral or obscene, or which is a threat to the welfare
of the general public.

9.4Condition at End of Lease. Upon vacating the
Property on the termination date, Lessae shall leave tne Property
and all improvements thereon (including the Project) in the state
of repair and cleanliness required to be maintained by Lessee
during the Term of this Lease and shall peaceably surrender the
same to State. At the option of State, Lessee shall at its sole
expense remove all improvements constructed by Lessee wupon the

Property (including the Project) and return the Property to grade
level free of all debris.

10. QUIET POSSESSION

State covenants that it is has full right, power and authority to
make this Lease. State covenants that Lessee, so long as Lessee
is not in default hereunder and subject to the provisions of this
Lease, shall have quiet and peaceful possession of the Property
during the entire Term of this Lease.

11. DAMAGE OR DESTRUCTION
11.1 Effect of Damage or Destruction.

(a) In the event of any
destruction of the Property or any improvements ther. on from any
causes whatever, Lessee shall promptly give written notice
thereof to State. Lessee shall promptly repair or restore the

Property as nearly as possible to its condition immediately prior
to such damage or destruction unless State and Lessee mutually

agree in writing that such repair and restoration is not
feasible, in which event this Lease shall thereupon terminate.
All such repair and restoration shall be performed in accordance
with the requirements of Section 6 above. Lessee's duty to
repair any damage or destruction of the Property or any

22.
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Improvements thereon shall not be conditioned upon the
availability of any ineurance proceeds to Lessee from which the

cost of repairs may be paid. Unleee this Lease Is so terminated
by mutual agreement, there shall be no abatement or reduction in
Rent during such repair and restoration. Any Insurance proceeds
payable by reauon of such damage or destructionsnail be made
available by the Trustee of |Insurancato pay the cost of such

reconstruction? provided, however, in the event Lessee is in
default under the terms of this Lease at the tire auch damage or
destruction occurs, State may elect to terminate this Lease and
State shall thereafter have the right to retain all insurance

proceeds payable as a result of such damage or destruction.
Funds held by the Trustee of Insurance in excess of tha cost of

such reconstruction shall be paid to State and Lessee pro-rata
based upon the unexpireci term of this Lease, with Lessee
receiving the fraction thereof which is equal to the then
remaining term divided by the original term of this Lease, and
State receiving the remainder; provided, however, State shall
have a lien on Lessee's share of such proceeds to the extent

Lessee has failed to pay any monies to State under the terms of
this Lease.

(b) In the event such damage or destruction
occurs within the last ten (10) years of the term of this Il.ease,
and if such damage or destruction cannot he substantially

repaired within one hundred eighty (180) days, either State or
Lessee may elect by written notice to the other, within ninety

(90) days after the date of such damage or destruction, to
terminate this Lease. I f neither State nor Lessee elect to
terminate this Lease, Lessee shall repair or restore the Property
as nearly as possible to its condition immediately prior to such
damage or destruction or construct thereon such other
improvements as may be approved by State subject to the
previsions of Section 11.1(a) above. In the event State or
Lessee elects to terminate this Lease, the Term of this Lease
shall terminate one hundred twenty (120) days after the date of
such damage or destruction. Any insurance proceeds payable shall
be allocated between State and Lessee pro-rata based upon the
unexpired term of this Lease as specified in Section 11.1 (a*,
above and, subject to State's claim against Lessee's share of
such proceeds in an amount equal to sums due from Lessee
hereunder. In the event Lessee elects to restore the Property,
and State does not terminate this Lease, any insurance proceeds
payable by reason of such damage or destruction shall be made
available to Lessee to pay the costs of such reconstruction and
any funds remaining shall be allocated between Stateand
as stated in Section 11.1(a) above.
12. CONDEMNATION
12.1 Definitions.

(a) Total Taking. The term "total taking,"
as used in this Lease, meansthe taking of the entire Property
and any improvements thereon under the power ofEminent Domain
either by judgment or settlement in lieu of judgment, or the

taking of so much of the Property and improvements as to prevent
the wuse thereof by Lessee or render the Property commercially
impossible to operate for the uses and purposes hereinabove

provided. In the event of a dispute between State and Lessee as
to whether so much of the Property and improvements thereon have
been taken as to prevent the use or render impossible the
commercial operation thereof by Lessee, State and Lessee agree
that the issue shall be submitted to Dinding arbitration as

provided in Section 14 below.

Lessee



(b) Partial Taking. Tha tarm "partial
taking" naan* eithar a temporary taking or tha taking of a

portion only of tha Proparty which dcaa not conatituta a total
taking as defined above.

(cl Volunteer Conveyanc-a. The terma "'total
taking™ and "partial taking"™ shall include a voluntary conveyance
to any agency, authority, public wutility, person or corporate
entity empowered to condemn property in lieu of formal court
proceedings.

(d) Date of Taking. The term "date or
taking"” shall mean the date upon which title to the Property or

a portion thereof passes to and vests in thu condemnor or the

effective date of any order for possession if issued prior to the
date title vests in the condemnor.

12.2 Effect of Taking. If during the Term hereof
there shall bo a total taking under the power of Eminent Domain,
then the leasehold estate of lessee in and to the Property shall
cease and terminate as of the date of taking. Il this Lease is
so terminated, all rentals and other charges payable by Lessee to
State hereunder shall be paid by Lessee up to the date of taking
by the condemnor, and the parties thereupon shall be released
from all further liability in relation thereto.

12.3 Allocation of Award. Any award or payment made
in respect to a total taking shall be allocated between State

and Lessee as follows:

(a) Total Taking.

(i) Lessee shall receive that portion of
the award which is equal to ail sums so paid attributable to the
taking of the improvements made by Lessee upon the Property as
described in Section 12.3(b) below, multiplied by a fraction,
the numerator of which is the number of years remaining, as of
the date of the taking, in the original term of this Lease, and

the denominator of which is the number of the years remaining as
of the date of completion of such improvements in the original

Term of this Lease. In the event that the improvements shall
have been completed in more than one (1) vyear, the amount of
Lessee's award shall be computed separately with respect to each

such work of improvement.

(ii) I f the portion of the award
attributable to the taking of the improvements is not determined
at the time the payment or award is made, the portion of the

award attributable to the taking cf the improvements shall be
that portion of the award as the value of the improvements made
upon the Property bear to the total value of the Property as
improved which has been taken. These amounts shall be determined

by a qualified real estate appraiser (as defined in Section 14
below) mutually selected by State and Lessee.

(iii) The balance of
after deducting the above sums shall be paid to State.
(o) Partial Taking.
All awards from a partial taking shall be paid to Stata.
There shall be no abatement of Rent as a result of any partial

taking.

the
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13. ASSIGNMENT

13.1 A*«lgnn«nt. Except as provided In
above, Leaaee shall ncc hypothtcate, mortgage, aaalgn, tranefer
or otharvlaa allonata this Laaaa, or any interest tharain or
sublat all or substantially all tha Proparty or spaca within tha
improvements conatructad thareon to a ainola aublesaca, without
tha prior written consent of Stata. In granting such consent,
State snail ba entitled to consider, among othar itamn, the
proposed assighee's financial condition, business reputation,

nature of the proposed assignee's business and such othar factors
as may reasonably bear upon tha suitability of the assignee as a

lessee of the Property, If Lessee is a corporation, partnership
or other association, (i) the transfer of more than fifty percent
(50%) of the ownership interest in such entity, or (ii) the sale
of all or substantially all of the assets of such Lessee shall ba
deemed to constitute an "assignment” of this Lease which
requires approval of State. The consent of State to any one
assignment shall not constitute a waiver of State's right to
approve subsequent assignments, nor shall consent of state to any
one assignment relieve any party previously liable as Lessee from
any obligations under this Lease. The acceptance by State of the
payment of Rent following an assignment shall not constitute
consent to any assignment, and State's consent shall be evidenced

only in writing.

13.2 Right to Sublet. Except as provided in Section
13.1 above, Lessee shall have the right to sublet any part or

parts of the Property or Project, or both, and to assign,
encumber or renew any sublease so long as:

(a) Each sublease shall contain a provision
satisfactory to State and to each Leasehold Mortgagee having an
interest at the time the sublease is executed, requiring the
sublessee to attorn to State, or in the event of any proceeding
to foreclose any Leasehold Mortgage, to the Leasehold Mortgagee,
or any person designatedin a notice from the Leasehold
Mortgagee, if Lessee defaults under this Lease and if the
sublessee is notified of Lessee's default and instructed to make

sublessee's rental payments to State or Leasehold Mortgagee or
designated person as provided in this Section 13.2(a).

(b) Lessee shall promptly after execution of
each sublease, furnish State a true copy thereof.

(c) Lessee shall not accept directly or
indirectly more than three (3) months' prepaid rent from any
sublessee.

(d) Each sublease is expressly subordinate to
the interestsand rights of State in the Property and under this
Lease, and requires the sublessee to take no action in

contravention of the terms of this Lease.

(e) Each sublease is of a duration less than
the Term of this Lease.

(f) Subject to the rights of any Leasehold
Mortgagee, as additional security for the performance of Lessee's
obligations hereunder, Lessee hereby grants to State a security
interest in and to ail of Lessee's right to receive any rentals
or other payments wunder such subleases and this Lease shall
constitute a security agreement for such purposes under laws of
the State of Washington. Lessee shall execute such financing

statements as may be reasonably required to perfect such security
interest.

Section



14.  ARBITRATION

14.1 Iseuee Subject to Arbitration. Any controverey
which shall arise between State and Lessee regarding the
provisions hereof relating to the amount of Insuranca to be
maintained by Lessee, theallocation of any condemnation award,
the degree of damage or destruction suffered by the Project or

any matter specifically made subject to arbitration in this Lease
shall be settled by arbitration.

14.2 Appointment of Arbitrators. Such arbitration
shall be before one (1) disinterested qualified arbitrator if one
can be agreed upon, otherwise before three (3) disinterested
qualified arbitrators, one named by State, one named by Lessee,
and cne by the two thus chosen; provided, that if said two
arbitrators cannot agree upon a third arbitrator within fifteen

(15) days, then said third arbitrator shall be appointed by the
Presiding Judge of Thurston County Superior Court upon motion of

either State or Lessee. The appointment of arbitrators shall be
signified in writing by each party to the other. If State or
Lessee shall fail to so appoint an arbitrator for a period of

twenty-five (25) days after written notice from the other party
to make such appointment, then the arbitrator appointed by the

party not in default hereunder shall appoint a second arbitrator
and the two so appointed shall appoint a third arbitrator. A
"disinterested arbitrator”™ shall be a person who shall not have
direct or indirect financial or other interest in the decisions
to be made by the arbitrator(s) and who shall not be an officer,
director, employee, or agent of State or Lessee. In the case of
arbitrations relating to the determination of values of real
property, a qualified arbitrator shall mean a real estate
appraiser who has a professional designation as an "MAI" or
"SREA," or a member of a similarly recognized professional
organization. Otherwise, a qualified arbitrator shall mean a
person generally familiar with the subject matter of the

controversy.

14.3 Arbitration Procedure. The arbitrator

arbitrators shall determine the controversy in accordance with
the laws of the State of Washington as applied to the facts found
by arbitrator(s) and in accordance with the rules of the Uniform

Arbitration Act and the American Arbitration Association. The
arbitrator or arbitrators shall make awards in strict conformity
with such rules and shall have no power to depart from or change
any of the provisions thereof. All arbitration proceedings
hereunder shall be conducted in tl.a City of Seattle. Washington.
The arbitrator or arbitrators, after being duly sworn to perform
all duties with impartiality and fidelity shall proceed to
determine the question or questions submitted. The decision of
tht arbitrator or arbitrators shall be rendered within thirty
(30) days after appointment, and such decision shall be in
writing and in duplicate, one counterpart thereof to be delivered
to each of the parties hereto. The award of the arbitrator or
arbitrators shall be binding, final and conclusive on the
parties, and judgment on such award rendered may be entered in
any court having jurisdiction thereof. Fees of the arbitrator or
arbitrators and the expanses incident to the proceedings shall be
borne equally between scate and Lessee. Fees of the respective
counsel engaged by the parties, and fees of expert witnesses or
other witnesses called for the parties shall be paid by the
respective party engaging such counsel or calling or engaging
such witness. Except as specifically provided in this Section

14, no other dispute or controversy between State or Lessee shall
be determined by arbitration.



15. INSOLVENCY

If a receiver or trustee la appointad to taka poasaaalon of all

or aubatantlally all of tha aaaata of Lessee; or if any action la
taken or suffered by Lessee pursuant to an insolvency, bankruptcy
or reorganization act; or if Leasee makaB a general assignment
for tha benefit of its creditors: and if such appointment, action
or assignment continuea for a period of thirty (30) days, it
shall, at State's option, constitute a default by Lessee and
State shall be entitled to the remedies set forth in Section 16

below, which may be exercised by State without prior notice or
demand upon Lessee.

16. BREACH BY LESSEE

16.1 Breach and Default. In the event of any breach
of any provision of this Lease by Lessee, the breach shall be
deemed a default entitling State to the remedies set forth in
this Lease or otherwise available at law, after State has
delivered to Lessee notice of the alleged breach and a demand
that the same be remedied immediately; provided that, if the
breach pertains to a matter other than the payment of rent,
Lessee shall not be in default after receipt of the notice |if
Lessee shall promptly commence to cure the default and shall cure
the default within forty-five (45) days after receipt of the
notice, or if the breach pertains to the payment of rent Lessee
shall have fifteen (15) days after receipt of the notice to cure
the breach; provided, however, if such default is non-monetary in
nature, and as determined by State, is not reasonably
susceptible of being cured in said forty-five (15) days (lack of
or failure to expend funds not to adversely affect the
susceptibility of cure), Lessee shall commence to cure such
default within said period and diligently pursue such action with
continuity to completion. If a breach has been cured within the
grace periods permitted by this Section 16.1, it shall no longer

constitute a default.

16.2 Right of Re-entry. In the event of a default,
State, in addition to any other rights or remedies that it may
have, shall have the immediate right of re-entry. Should State
elect to re-enter or take possession of the Property, it may
either terminate this Lease, or from time to time, without

terminating this Lease, relet the Property, or any part thereof
for the account and in the name of Lessee or otherwise, for any
such term or terms and conditions as State in its sole discretion
may deem advisable with the right to complete construction of or

make alterations and repairs to the improvements. Lessee shall
pay to State, as soon as ascertained, the <cost and expenses
incurred in such reletting, completion of construction, or in
making such alterations and repairs. Rentals received by State
from such reletting shall be applied: First, to the payment of
any indebtedness, other than Rent, due hereunder from Lessee to
State; Second, to the payment of Rent due and unpaidhereunder
and to any other payments required to be made by the Lessee
hereunder and the residue, if any, shall be held by State and
applied in payment of future rent or damages in the event of
termination as the same may become due and payable hereunder and
the balance, if any, at the end of this Lease shall be paid to
Lessee. Should such rentals received from time to time from such
reletting during any month be less than that agreed to be paid
during the month by Lessee hereunder, Lessee shall pay such
deficiency to State. Such deficiency shall be calculated and
paid monthly. At any time after such re-entry, whether or not
State shall have collected any monthly deficiencies as aforesaid,
State shall be entitled to recover from Lessee and Lessee shall
pay to State, on demand, as and for liguidated and agreed final

damages for Lessee's default, an amount equal to the difference
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between the Rent and all additional rent reserved hereunder, |If
any, for the period to the date upon which the Tern would have
ended but for the default of Leasee and the then fair and
reasonable rental value of the Property for the sane period.
Nothing contained herein shall linit or prejudice the right of
Stat* to prove for and obtain as liquidated damages by reason of
such default in an amount equal to the maximum allowed by any
statute or rule of law in effect at the time when, and governing
the proceeds in which, such damages are to be proved, whether or

not such amount be greater, equal to or less than the amount of
the difference referred to in this Section 16.

16.3 Reletting. No such reletting of th
by State shall be construed as an election on its part to

terminate this Lease unless a notice of such intention be given
to Lessee or unless the termination thereof be decreed by a court

of competent jurisdiction. Notwithstanding any such reletting
without termination, State may at any time thereafter elect to
terminate this Lease for such previous breach, provided that it
has not been cured. Should State at any time terminate this
Lease for any breach, in addition to any other remedy it may
have, it may recover from Lessee all damages it may incur by

reason of such breach.

17. STATE MAY INSPECT THE PROPERTY
Lessee shall permit State and its agents to enter into and upon
the Property and the Project at all reasonable times for the

purpose of inspecting the same.

18. HOLDING OVER
This Lease shall terminate without further notice at the
expiration of the Term. Any holding over by Lessee without the
express written consent of State shall not constitute a renewal
or extension of this Lease or give Lessee any rights in or to the
Property, and such occupancy shall be construed to be a tenancy
from month-to-month on all the same terms and conditions as set
forth herein, insofar as they are applicable to a month-to-month
tenancy, except that the rent shall increase to an amount equal

to Two Hundred Percent (200%) of the amount of Rent

due for the
last month of the term of this Lease.

19. NOTICES

Any notice required or desired to be given under this Lease shall
be in writing with copies directed as indicated herein and shall
be personally served or given by mail. Any notice given by mail
shall be deemed to have been given when seventy-two (72) hours
have elapsed from the time when such notice was deposited in the
United States mails, certified and postage prepaid, addressed

to
the party to be served at the last address given by that party to
the other party wunder the provisions of this Section 19. Any
change in address shall be promptly given in writing to the other
party. At the date of the execution of this Lease, the address

of State is:

Department of Natural Resources
Real Estate Division

1450 Metropolitan Park Building
1100 Olive Way

Seattle, WA 98101

e
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and the address of Lessee is:

20. SUCCESSORS

The covenants and agreements contained in this Lease shall be
binding on the parties hereto and on their respective successors
and assigns, to the extent the Lease is assignable, and upon any

person, firm, or corporation coming into ownersh<, or possession
of any interests in the Property by operation of law or
otherwise, and shall be construed as covenants running with the
land.

21. TERMINATION

Upon the termination of this Lease by expiration of time or

otherwise, the rights of Lessee and of all persons, firms,
corporations and entities claiming under Lessee in and to the
Property (and all improvements thereon, wunless specified

otherwise in Section 6.2 above) shall cease.

22. MISCELLANEOUS
22.1 Section Headings. The section headings used in
this Lease are for convenience only. They shall not be construed
to Ilimit or to extend the meaning of any part of this Lease.
22.2 Amendments. Any amendments or additions to
this Lease shall be made in writing executed by the parties
hereto, and neither State nor Lessee shall be bound by verbal or

implied agreements.

22.3 W aiver. The waiver by State of any breach of
any term, covenant or condition herein contained shall not be
deemed to be a waiver of such term, covenant or condition or any
subsequent breach of the same or any other term, covenant or
condition herein contained. The acceptance of Rent by State

following a breach by Lessee of any provision of this Lease shall
not constitute a waiver of any right of State with respect to

such breach. State jhall be deemed to have waived any right
hereunder only if State shall expressly do so in writing.

22.4 Cumulative Remedies. Each right, power and
remedy of State provided for in this Lease or now or hereafter
existing at law or in equity or by statute or otherwise shall *a
cumulative and concurrent and shall be in addition to every other
right, pover or remedy provided for in this Lease or now or
hereafter existing at law or in equity or by statute or

otherwise, and the exercise or beginning of the exercise by State
of any one or more of the rights, powers or remedies provided for
in this Lease or now or nereafter existing at law or in equity or
by stature or otherwise shall not preclude the simultaneous or

later exercise by State of any or all such other rights, powers
or remedies.

22.5 Consent. In determining the reasonableness of
any consent, approval or action by State hereunder, Lessee
acknowledges that State is acting as a trustee of public lands
and must observe a fiduciary duty in managing the Property in a
manner which maximizes the benefit derived therefrom and which
minimizes the risk incurred in connection therewith.
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22.6 Tin* of Essence. Tina |Is expressly declared to

ba of the asoanc* of this Laasa and each and every covenant of
Lessee hereunder.

22.7 Late Charge and Interest. In the event Leases
fails to make any payment of Rent dua hereunder upon tha data
due, Stats shall ba entitled to collect from Lessee a late charge
equal to six percent (6%) of tha amount of the delinquent
payment. In the event Stata pays any sun or incurs any expense
which Lessee is obligated to pay hereunder, or which is made on
behalf of Lessee, State shall be entitled to receive
reimbursement thereof from Lessee upon demand, together with
interest therejn from tha date of expenditure at twice the
maximum rare allowed by R.C.W. 19.52.020.

22.8 Entire Agreement. This Lease contains the
entire agreement of the parties hereto with respect to the

matters covered hereby, and no other agreement, statement or
promise made by any party hereto, or to any employee, officer

or
agent of any party hereto, which is not contained herein, shall
be binding or valid.
22.9 Escalation.
(a) Standard of Measurement. The
amount stated in Sections 6, 7 and 8 above, shall be adjusted
on the fifth anniversary following the Commencement Date and

every fifth anniversary date thereafter ("Anniversary Date")
during the Term of this Lease to a dollar amount which bears the

same ratio to the original dollar amount set forth herein as
the following described index figure published for the latest
date prior to the date such adjustment is to be effective
bears to such index figure published for the latest month
prior to the date hereof. The index figure to be utilized in
calculating such adjustment shall be the Revised Consumer Price
Index for Urban Wage Earners and Clerical W'rkers (A1l
Iltems) for the Seattle-Everett, Washington Metropolitan Area
(1967=100) (the "Index"), presently published by the United
States Department of Labor. In the event the Index shall
hereafter be converted to a different standard reference base

or otherwise revised, the determination of the percentage
increase shall be made with the use of such conversion factor,
formula or table for converting the Index as may be published
by the Bureau of Labor Statistics or, if said Bureau shall not
publish the same, then with the use of such conversion factor,
formula or table as may be published by Prentice Hall,
Inc. , or, failing such publication, by any other nationally
recognized publisher of similar statistical information.
In the event the Index shall cease to be published,
then, for the purposes of this Lease, there shall be
substituted for the Index such other index as State and Lessee
shall agree upon, and if they are unable to agree within ninety
(90) days after the Index ceases to be published, such matter
shall be determined by arbitration in accordance with Section 14

of this Lease.

(b) Any provision in Section 22.9(a) above
notwithstanding, under no circumstancesshall the dollar amounts
identified in Section 22.9(a) above, be less than stated in
the sections referenced therein.

22.10 Language. The word "Lessee"™ when used herei
shall be applicable to one (1) or more persons, as the case may
be, and the singular shall include theplural, and the neuter
shall include the masculine and feminine, and if there be more
than one (1), the obligations hereof shall be joint and several.
The words "persons"™ whenever used shall include individuals,
firms, associations and corporations. This Lease, and its terms,
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have been freely negotiated by State and Leeeee. The language
In all parts of this Lease shall in all cases be construed as a
whole and in accordance with its fair meaning, and shall not be
construed strictly for or against State or Lessee.

22.11 Invalidity. I f any provision of this Lease
shall prove to be invalid, voil or illegal, it shall in no way
affect, impair or invalidate any other provision hereof.

22.12 Applicable Law. This Lease shall be
interpreted and construed under and pursuant to thelaws of the
State of Washington. Any reference to a statute enacted by the
State of Washington shall refer to that statute as presently
enacted and any subsequent amendmentsthereto, unless the

reference to said statute specifically provides otherwise.

22.13 Provisions Independent. Unless otherwise
specifically indicated, all provisions set forth in this Lease
are independent of one another, and the obligations or duty of

either party hereto under any one provision is not dependent upon
either party performing under the terms of any other provision.

22.14 Date of Execution. Thedate this Lease is
executed shall be deemed to be the day and year first written
above.

22.15 Survival. All obligationsof Lessee to be
performed after the Termination Date shallnot cease upon the
termination of this Lease, and but shall continue as obligations
until fully performed.

22.16 Recordation. This Lease or a memorandum thereof
shall be promptly recorded by Lessee in the county in which the
Property is located. Lessee shall provide State with a true copy

of the recorded document, showing the date of recordation and
file number.

22.17 Conveyance by State. In the event State or any
successor lessor shall convey or otherwise dispose of the
Property, then that lessor shall thereupon be released from all
liabilities and obligations under this Lease (except those
accruing prior to such conveyance or other disposition) and such
liabilities and obligations shall be binding solely on the then

owner of the Property.

22.18 Net Lease.

(a) Fully Net Lease. This Lease is intended,
and is hereby declared to be, a fully "net" lease, it being the
intention of the parties hereto that State shall have and enjoy
the rent herein reserved to it without deduction therefrom
free of any expense, charge or other deduction whatsoever,
with respect to the Property and the ownership, operation,
management, maintenance, repair, useor occupation thereof
during the Term. Nothing herein contained shall be
construed, however, so as to require Lessee to pay or be liable
for any gift, inheritance, estate, franchise, income, profit,
capital or similar tax, or any other tax in lieu of any of the
foregoing, imposed upon State, or thesuccessors or assigns of
State, unless such tax shall be imposed or levied upon or with
respect to rents payable to State herein in lieu of real estate

taxes upon the Property.

(b) No Reduction of Rent. No abatement,
diminution or reduction of the rental or other charges payable by
Lessee under this Lease shall be claimed by or allowed to Lessee
for any inconvenience, interruption, cessation or loss of
business or otherwise caused directly or indirectly by any
present or future laws, rules, requirements, orders, directives,
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ordinance* or regulations of ths United States of America or of
the Stata, County or City government or any other municipal,
government or law ful authority whatsoever, by damage to or
destruction of any portion of or ail of the improvements by fire,
the elements or any other cause whatsoever, or by priorities,
rationing, or curtailment of labor or materials or by war or any
matter or things resulting therefrom or by any other causa or
causes, except as otherwise specifically provided in this Lease.

23. HAZARDOUS SUBSTANCES.
23.1 Presence and Use of Hazardous Substances. Less
shall not, without State's prior written consent, keep on or
around the Property, for wuse, disposal, treatment, generation,
storage or sale, any substance designated as, or containing

components designated as hazardous, dangerous, toxic or harmful
(collectively referred to as "Hazardous Substances"), and/or is
subject to regulation, by federal, state, or local law,

regulation statute or ordinance. with respect to any

such
Hazardous Substance, Lessee shall:

(a) Comply promptly, timely, and completely with
all governmental requirements for reporting, keeping and
submitting manifests, and obtaining and keeping current
identification numbers;

(b) Submit to State true and correct copies of
all reports, manifests, and identification numbers at the same
time as they are required to be and/or are submitted to the
appropriate governmental authorities;

(c) Within five (5) days of State's request,
submit written reports to State regarding Lessee's use, storage,
treatment, transportation,, generation,, disposal or sale of
Hazardous Substances and provide evidence satisfactory to State
of Lessee's compliance with theapplicable government
regulations;

(d) Allow State or State's agent or
representative to come on the Premises at all times to check
Lessee's compliance with all applicable governmental regulations

regarding Hazardous Substances;

(e) Comply with minimum levels, standards or
other performance standards or requirements which may be set
forth or established for certain Hazardous Substances (if minimum

standards orlevels are applicable to Hazardous Substances
present on the Property, such levels or standards shall be
established by an on-site inspection by the appropriate
governmental authorities and shall be set forth in an addendum

to this Lease); and

(f) Comply with all applicable governmental
rules, regulations and requirements regarding the proper and
law ful use, sale, transportation, generation, treatment, and

disposal of Hazardous Substances.

Any and all costs incurred by State and associated with State's
inspection of the Property and State's monitoring of State's
compliance with this Section 23, including State's attorneys;

fees and costs, shall be additional rent and shall be due and
payable to State immediately upon demand by State.



23.2 Cleanup Coeti, Default and Indemnification.

(a) Lessee ihall be fully and completely liable
to State for any and all cleanup costs, and any and all other
charges, foes, penalties (civil and criminal) imposed by any
governmental authority with respect to Lessee's use, disposal,

transportation, generation and/or sale of Hazardous Substances,
in or about the Property.

(b) Lessee shall indemnify, defend and save
State harmless from any and all of the costs, fees, penalties
and charges assessed against or imposed upon State (as well as
State's attorneys' fees and costs) as a result of Lessee's use,
disposal, transportation, generation and/or sale of Hazardous
Substances.

(c) Upon Lessee's default under this Section 23
in addition to the rights and remedies set forth elsewhere in
this Lease, State shall be entitled to the following rights and
remedies:

(i) At State's option, tc

Lease immediately; and/or

(ii) To recover any an
associated with the default, including, but not limited to
cleanup costs and charges, civil and criminal penalties and fees,
loss of business and sales by Lessee and other tenants of the
Property, any and all damages and claims asserted by third

parties and State's attorneys' fees and costs.

IN WITNESS WHEREOF, this Ground Lease is executed as of the

day
and year first above written.

STATE OF WASHINGTON
DEPARTMENT OF NATURAL RESOURCES
BRIAN J. BOYLE

COMMISSIONER OF PUBLIC LANDS

By

(Lessee Name)

By

Its (Title)

Approved as to form
this day of
, 198

Assistant Attorney General



Department of Natural Resources Acknowledgment

STATE OF WASHINGTON )
)ss.
COUNTY OF )
On this day of 19

, before me personally appeared
to me known to be the

of the Department of Natural Resources of the State of
Washington, the Department that executed the within and foregoing
instrument on behalf of tha State of Washington, and
acknowledged said instrument to be the free and voluntary act

and deed of the State of Washington for the wuses and purposes
therein mentioned, and on oath stated that he/she was authorized
to execute said instrument and that the seal affixed is the

official seal of the Commissioner of Public Lands for the State
of Washington.

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

Notary Public in and for the State of Washington,

residing a t .

My commission expires .




Partnership Acknowledgement

STATE OF
)ss.
COUNTY OF
On ‘his day of 19

before ire personally appeared and

to me known to be the General
Partners of , the
partnership that executed the foregoing instrument, and

acknowledged the said instrument to be the free and voluntary act
and deed of said partnership, for the uses and purposes therein

mentioned, and on oath stated that they were authorized to
execute the said instrument.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed

my
official seal the day and year first above written.

Notary Public in and for the State of

residing at

My commission expires



Corporate Acknowledgment

STATE OF )

)SB.
COUNTY OF )
On this day of

.19
before me personally appeared

to me known to be the

of the corporation that executed the within and
instrument, and acknowledged said instrument to be the
voluntary act and deed of said corporation, for the
purposes therein mentioned, and on oath stated that
authorized to execute said instrument and that the
is the corporate seal of said corporation.

foregoing
free and
uses and
he/she was
seal affixed

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

Notary Public in and for the State of

residing at

My commission expires



Individual Acknowledgment

STATE OF
COUNTY OF

v/ \/

On this day of

, 19 , before
me personally appeared

to
be the individual(s) described in and who executed the within and

foregoing instrument and acknowledged the same as his/her/their

free and voluntary act and deed for the wuses and purposes
mentioned.

therein

IN WITNESS WHEREOF, | have hereunto set my hand and

affixed my
official seal the day and year first above written.

Notary Public in and for the State of

residing at

My commission expires



EXHIBIT A

Address

Legal Description



EXHIBIT B

Percentage Rent

1.1 Definitions. These terns, when wused in this
Lease, shall have the following meanings:
(a) "Lease Year" shall mean the calendar year
and "Month"™ shall mean each calendar month.
(b) "Affiliate" of any person, entity or
party shall mean any affiliate of that person, entity or party as

that term is defined in the United States Securities Act of 1933
and the rules and regulations promulgated thereunder.

(c) "Gross Revenue"” shall mean all revenue
received by Lessee or any A ffiliate of Lessee with respect to the
operation of the Property or any improvementthereon,including
but not limited to sub-lessee reimbursement withrespect to

operation of the Property, but excluding:

(i) Insurance and other receipts from

claims for losses or damages to property except for proceeds from
business interruption insurance;

(ii) Proceeds from condemnation or
settlements inlieu thereof except for proceeds attributable to a
temporary taking pursuant to Section 12 above;

(iii) Receipts from sub-lessees as
reimbursement of costs incurred for special capital improvements
financed by Lessee separately from the construction financing for
the improvements constructed upon the Property; and

(iv) Sub-lessee deposits which, and so
long as. Lesseeif required to, and does, maintain them in one or
more separate cash (or equivalent) accounts.

(d) "Gross Income™ shall mean Gro
less "Costs of Operating the Property."” Costs of Operating the
Property shall consist of:

(i) Operating Expenses (as defined in
paragraph (e) below);

(ii) The following <costs
as a consequence of re-leasing space in the improvement after the
initial occupancy thereof by a sub-lessee:

(1) Leasing fees not exceeding
competitive rates for comparable services in the community in
which the Property is located; and

(2) Costs incurred by Lessee in
refurbishing and/or remodeling such space and making additional
tenant improvements to the extent such costs are not paid or
reimbursed by sub-lessees.

(iii) The direct costs

improvements, except those for which Lessee is reimbursed, made
subsequent to the initial development of the Property, amortized

on a straight-line basis over the estimated actual useful life or
lives of such improvements (to be determined without reference to
the Internal Revenue Code) together with financing costs, if any,

B-1.



as incurred, which improvements are (a) required to comply with
building, fire and other codes, statutes, rules or requlations
then in effect or the order of any law ful authority having
jurisdiction over the Property; or (b) part of a major
rehabilitation or refurbiohing of the Property, or are otherwise
designed with a reasonable probability of increasing the income
producing potential of the Property; provided such amortization
costs shall not exceed the reasonably expected increased income
resulting from such expenditures; and

(iv) Reasonable cash (or equivalent)
reserves established by Lessee to pay expenses described in
paragraph (i) or (ii) of this paragraph (d), under the following
circumstances:

(1) State is notified thereof in
writing at orbefore thetime any such reserve is established,
which notice shall state the amount, purpose end timing of
anticipated expenditures, together with such additional

information as may reasonably be required to establish that such
reserve is in compliance with the terms of this Lease and Lessee
shall give State prompt notice of all changes to the matters
described in such notice and to other information furnished to
State under this paragrapn;

(2) Such reserve is designed to
fund reasonably anticipated expenses described herein;

(3) Any earnings on such reserve
not reasonably required to be added to such reserve shall be
included in GrossRevenue;

(4) Costs reservedagainst and
covered by any such reserve shall not thereafter be deducted from
Gross Revenue pursuant to either paragraphs (d) or (e), or
otherwise;

(5) Any amount or amounts in such
reserve which are not reasonable to be maintained therein
(whether wupon completion of and payment for the costs to be
funded, or earlier) shall be included in Gross Revenue;

(6) Such reserves shall be
maintained in a separate, identifiable account or accounts and
shall not be pledged or encumbered to secure the performance of
any obligation other than the purpose for which reserved and
shall not be used, directly or indirectly, for purpose other
than the purposes for which they are es- \% and

(7) To Uums .nt any amounts
placed in reserve pursuant hereto are notutilized as intended
within five (5) years after they are so placed in reserve, they
shall be deemed returned to Gross Revenue upon the expiration of
such period of five (5) years.

(v) it is the intent

any expense which is allowable as an exclusion from Gross Revenue
under paragraph (c), or deductible in establishing Gross Income
under paragraph (d), including items allowable as an Operating
Expense under paragraph (e) shall, under any or all of such
sections, be charged against Gross Revenue only once.

(vi) Prior to the incurrence of cost or
the establishment of any reserves, Lessee shall submit to State
for State's approval a plan for the improvements contemplated
herein. In the event of a dispute as to the reasonableness of

of



tha amount ot amortization of coats or tha amount to ba reserved

pursuant to paragraphs (d) or (a) hereof tha dispute shall ba
resolved by arbitration pursuant to Section 14 above.

(e) "Operating Expenses" shall mean all
expenses paid by Lessee (excluding such items as depreciation,
amortization, interest, debt service, financing fees and loan
participation costs) in connection with the Property (except
Minimum and PercentageRent, as hereinafter defined), for the

following:

(i) Utilities, including any surcharges
imposed thereon:

(ii) All reasonable expenses paid or
incurred by Lessee for maintaining, operating and repairing the
Property andthe personalproperty used in conjunction therewith,
including insurance premiums, licenses, permits and inspection
fees (except those for construction of the Project and initial
occupancy thereof), customary management fees, legal and
accounting expenses and other costs, whether or not hereinabove
described; provided that all such costs, in accordance with

generally accepted accounting and management practices, would be
considered an expense of maintaining, operating or repairing the
Project and not a cost of constructing the Project; and further

provided that any management fees or charges shall not exceed
competitive rates for comparable services charged in the
community in which the Property is located. Depreciation, as
well as excessive, unreasonable or extraordinary expenses, shall
not be included in the Cost of Operating the Property, and any
dispute as to the reasonableness of an expenditure shall be

resolved by arbitration pursuant to Section 14 above;

(iii) The Leasehold Tax as defined in
Section 4.2 above;
(f) Except as defined herein,
shall be considered Operating Expenses.
1.2 Rent. Lessee covenants and agrees to
the following rent:
(a) Minimum Rent. Lessee shall pay as
minimum rent ("Minimum Rent") hereunder the sum of
per year in equal quarterly installments in adva<r;$ce on or before
the first (1st) day of each calendar quarter, commencing on the
Comme,.cement Date.
(b) Percentage Rent. Commencing with the
Commencement Date, in addition to the Minimum Rent provided for
inParagraph (a) above, Lessee shall pay to State percentage
rent("Percentage Rent") in an amount with respect to each Lease
Year equal to the amount by which State's pro-rata share
("Pro-Rata Share") of Gross Income for such? Lease Year exceeds
Minimum Rent for such Lease Year. State's Pro-Rata Share shall be
equal to percent ( %) .
(c) Calculation of Percentage Rent.
Percentage Rent shall be calculated on an annualized
calendar year basis, or pro-rata portion thereof, and losses
shall not be carried forward from one year to the next in making
such computation. Lessee shall provide State by February 1 of
each year an estimated pro forma statement for that Lease Year
showing the expected Gross Revenue, Gross Income, Operating

Expenses, Mininm Rent, and the amount of expected Percentage
Rent calculated in good faith on the basis of information then

B-3.
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available to Losses. Within thirty (30) days following ths end

of each calendar quarter during tha Tann. Lessee shall furnish to
State a statement of operations of ths Pro)sct for tha preceding
calendar quarter, including all items of revenue and expenses

required to determine Percentage Rent payable hereunder.

(d) Payment of Percentage Rent. Lessee shall
pay to State on or before the 30th day after the end of each
calendar quarter during tho Term an amount equal to the

Percentage Rent for such calendar quarter.

(e) Annual Audited Statement. Lessee 3hall
furnish to State not Ilater than May | of each year an annual
audited statement ("Annual Audited Statement") prepared by a
nationally recognized independent firm of certified public
accountants approved in writing by State showing accurately the
Gross Income for the preceding calendar year, in such detail as
reasonably necessary to establish the calculation of Percentage
Rent, including the amounts of any reserves established. In the
event Lessee has paid more than the Percentage Rent due for the
preceding year, the amount of the overpayment shall be deducted
by Lessee from the next succeeding payment or payments of
Percentage Rent due hereunder. In the event Lessee has paid less
than the Percentage Rent for the preceding year, Lessee shall pay

State on or before the tenth (10th) day of the following month
the amount of Percentage Rent due for the preceding year, plus an
amount equal to interest thereon from the date payment thereof
should have been made at the rate determined in accordance with
Section 22.7 above.

(f) Audit by State. Lessee shall, upon
reasonable notice from State, allow State or State's employees,
agents or accountants to examine the books and records and
review systems and procedures of Lessee for the purpose of
verifying statements furnished or to be furnished pursuant
hereto. To the extent expenses are unreasonable upon such an
audit they shall not be deducted from the Gross Revenue to
determine Gross Income, and any dispute as to the reasonableness
of an expense shall be resolved by arbitration in accordance
with Section 14 above. In the event State's examination shows

that Lessee has underpaid the Percentage Rent during any Lease
Year by an amount equal to the greater of Five Thousand Dollars

($5,000) or three percent (3t) of the total' Percentage Rent
payable during such Lease Year, Lessee shall promptly pay to
State the reasonable expense incurred by state in making such
review .

(g9) Adjustment of Payments. If State's audit
thereof shows thac the Percentage Rent paid to State was less
than the amount due, then Lessee shall pay such deficiency to

State within thirty (30) days after the date of such audit
together with an amount equal to interest thereon from tha date
payment thereof should have been made at the rate determined in
accordance with Section 22.7 above. I f payment of Percentage
Rent was greater than the amount owing, such excess shall be

credited against the next payments of Percentage Rent due
hereunder.

(h) Maintenance of Books and Records. Lessee
shall keep complete books of accounts and records of all
operations in and with respect to the Property, including

specifically the detailed records necessary to establish Gross
Income and other facts necessary to establish the amount of

rental owing hereunder, in accordance with generally accepted
accounting principles consistently applied. All of the books and
records shall be retained for seven (7) years and shall be

physically located in the State of Washington.



EXHIBIT B

CPl With No Maximum

For tha poriod commencing on , 19 s
through , 19 , the annual rent shall
be the sum computed by increasing the S per
year annual rent paid during the prior year
period by the percentage increase in the United States
Department of Labor, Bureau of Labor Statistics, Consumer Price
Index for All Urban Consumers for All Iltems for the
Seattle-Everett Metropolitan Area ("CPI") from the level of said
CPl as of to the level of the CPI
as o f or in other words:

Rent for the period to equals
Date Date
times (CPl as of
(previous rent) (current date)

divided by CPIl as of
(previous date)

In the event the change in the CPlI for such period is a negative

value, the annual rent shall in no event be less than the annual
rent for the preceding ( ) year period. Such annual
rent for th e ( ) year
p--/iod shall continue without adjustment through ,
(date)
payable in four (4i equal payments on the quarterly payment dates
specified above. At the end of each subsequent
( ) year period, a similar adjustmentin the. annual
rent shall be made; namely, that the annual rent for each
( ) year period shall
be equal to the annual rent applicable in the preceding
( ) year period,
increased by the percentage increase in the CPIl during such
preceding ()year
period; provided, however, that in the event the change in the
CPlI is a negative value, the annual rent shall-not be les3 than
the annual rent applicable during the immediately preceding
period. In the event such price index ceases to be published,
the most nearly comparable price index then published by the
United States Government shall be substituted in its place. I f
State and Lessee cannot agree as to a substitute index, then a
new index shall be determined through arbitration in accordance
with Section 14 above. Failure on the part of State to establish
a new annual rent on any anniversary of the Commencement Date of
this Lease on which such adjustment is to be made shall not

preclude State from doing so anytime thereafter.

In the event a computation of an adjustment in the annual

rent requires the wuse of published information which is not
available as of the effective date of such rental adjustment, the
adjustment shall be determined as soon as practical after the
adjustment date, and Lessee shall continue to make periodic
rental payments equal to the annual rent previously applicable.
Any adjustment in such payments shall be paid by Lessee within

thirty (30) days after a determination of the proper adjustment
has been made.



BEXHIBIT C

Appraisal Adjustment.

At the end of the

( ) year following the Commencement Oate, the
Property shall be appraised by State. If Lessee does not agree
with the fair market value of the Property determined by such
appraisal, then the Property shall be appraised by three (3)
real estate appraisers (qualified asdefined in Section 14
above). One (1) shall be selected by State, one (1) shall be
selected by Lessee, and the third appraiser shall be selected
by the two appraisers so selected. State and Lessee shall

either agree upon the fair market value of the Property or each
select their separate appraisers by no later than six (6) months
prior to the ( ) anniversary of

the Commencement Date. The appraisers so selected shall submit
individual appraisal reports to State and Lessee in writing no
later than six (6) months prior to the rental adjustment date.
If either State or Lessee fails to appoint an appraiser within
the time limit specified above, or if the two appraisers
appointed fail to agree upon a third appraiser within the time
lim it specified above, such appraiser shall be appointed by the
Presiding Judge of the Thurston County Superior Court, upon
application by either party following ten (10) days notice to the
other party. The appraisers shall determine the fair market
value of the Property at its highest and best use, disregarding
any improvements constructed thereon by Lessee. The fair market
value determined by such appraisers, or in the event the
appraisers fail to agree upon such a value, the majority decision
of the appraisers shall be binding and conclusive upon State and
Lessee. Each party shall bear the cost of the respective
appraisers so selected, and the cost of the third appraiser shall
be divided equally between State and Lessee. For the
( ) year period
commencing s s the
annual rent shall be equal to
percent of the fair market value of the Property so determined.
Thereafter, during each succeeding
( _) year period,
the annual rent shall be adjusted again as provided in this
paragraph. Notwithstanding submission of the evaluation to the
appraisers, Lessee shall pay the rental amount as proposed by
State on the due dates as required if no decision by the panel of
appraisers has been made or if the panel has not yet formed.
Failure on the part of State to establish a new rental on any
anniversary of the Commencement Date of this Lease on which such
adjustment is to be made shall not preclude State from doing so

anytime thereafter.



EXHIBIT C

Appraisal Adjustment.

At the end of the

( ) year following the Commencement Date, the
Property shall be appraised by State. If Lessee does not agree
with the fair market value of the Property determined by such
appraisal, then the Property shall ba appraised by three (3)
real estate appraisers (qualified as defined in Section 14
above). One (1) shall be selected by state, one (1) shall be
selected by Lessee, and the third appraiser shall be selected
by the two appraisers so selected. State and Lessee shall

either agree upon the fair market value of the Property or each
select their separate appraisers by no later than six (6) months

prior to the ( ) anniversary of
the Commencement Date. The appraisers so selected shall submit
individual appraisal reports to State and Lessee in writing no
later than six (6) months prior to the rental adjustment date.
If either State or Lessee fails to appoint an appraiser within
the time limit specified above, or if the two appraisers
appointed fail to agree wupon a third appraiser within the tine
limit specified above, such appraiser shall be appointed by the
Presiding Judge of the Thurston County Superior Court, upon
application by either party following ten (10) days notice to the
other party. The appraisers shalldetermine the fair market
value of theProperty at its highest and best use, disregarding
any improvements constructed thereon by Lessee. The fair market
value determined by such appraisers, or in the event the
appraisers fail to agree upon such a value, the majority decision
of the appraisers shall be binding and conclusive upon State and
Lessee. Each party shall bear the cost of the respective
appraisers so selected, and the cost of the third appraiser shall
be divided equally between State and Lessee. For the
( J year period
commencing , " , the
annual rent shall be equal to
percent of the fair market value of the Property so determined.
Thereafter, during each succeeding
( ) year period,
the annual rent shall be adjusted again as provided in this
paragraph. Notwithstanding submission of the evaluation to the
appraisers, Lessee shall pay the rental amount as proposed by
State on the due dates as required if no decision by the panel of
appraisers has been made or if the panel has not yet formed.
Failure on the part of State to establish a new rental on any
anniversary of the Commencement Date of this Lease on which such
adjustment is to be made shall not preclude State from doing so

anytime thereafter.



EXHIBIT B

Scheduled Rant

During tha tarn of this Lease, annual rant shall ba paid
according to tha following schadula, in equal quarterly
installments, in advance, beginning on tha Commencement Data of

this Lease and due on the same day every third month thereafter
during the Term.

Commencement Date through 19

($ quarterly payment)
19 through $
19 ($ quarterly payment)
19 through 8§
19 (5 quarterly payment)
19 through S
19 ($ guarterly payment)
19 through $
19 ($ quarterly payment)
19 through $
19 (5 quarterly payment)
19 through $
19 ($ quarterly payment)
19 through $
19 ($ guarterly payment)
19 through $
19 ($ quarterly payment)
19 through $
19 (5 quarterly payment)
19 through $
19 (5 quarterly payment)

19 through $



EXHIBIT B

CPI With Ho Maximum

For thm period commencing on _ 19
through , 19 the annual rent shall
be the sun computed by increasing tha 5 per
year annual rent paid during the prior year
period by the percentage increase in the United States
Department of Labor, Bureau of Labor Statistics, Consumer Price
Index Cor All Urban Consumers Cor All Items Cor tha
Seattle-Everett Metropolitan Area ("CPI") Crom the Ilevel oC said
CPl as oC to the level of the CPI

as of or in other words:

Rent for the period to
Date Date

equals

$ times (CPIl as of
(previous rent) (current date)

divided by CPIl as of

(previous date)

In the event the change in the CPl for such period is a negative

value, the annual rent shall in no event be less than the annual
rent for the preceding ( ) year period. Such annual
rent for the ( ) year
period shall continue without adjustment through ,
(date)

payable in four (4) equal payments on the quarterly payment dates
specified above. At the end of each subsequent
( ) year period, a similar adjustment in the annual
rent shall be made; namely, that the annual rent for each

( ) year period shall
be equal to the annual rent applicable in the preceding

( ) year period,

increased my the percentage increase in the CPl during such
preceding ()year
period; provided, however, that in the event the change in the
CPl is a negative value, the annual rent shall not be less than
the annual rent applicable during the immediately preceding
period. In the event such price index ceases to be published,
the most nearly comparable price index then published by the
United States Government shall be substituted in its place. I f
State and Lessee cannot agree as to a substitute index, then a
new index shall be determined through arbitration in accordance
with Section 14 above. Failure on the part of State to establish
a new annual rent on any anniversary of the Commencement Date of
this Lease on which such adjustment is to be ma_* shall not

preclude State from doing so anytime thereafter.

In the event a computation of an adjustment in the annual

rent requires the wuse of published information which is not
available as of the effective date of such rental adjustment, the
adjustment shall be determined as soon as practical after the
adjustment date, and Lessee shall continue to make periodic
rental payments equal to the annual rent previously applicable.
Any adjustment in such payments shall be paid by Lessee within

thirty (30) days after a determination of the proper adjustment
has been made.



EXHIBIT C

Periodic Reappraisal.

On

, 19 , and
at intervals of not less than
( ) years thereafter, a new annual rental will be
established. The new annual rental will ba based on the fair
market value of the Property multiplied by State's then current
capitalization rate. However? in no event will the adjusted
annual rental be less than the previous annual rental. The fair
market value w ill be determined, exclusive of Lessee's
improvements, by State's appraiser. The fair market value will
be established as of the beginning of the rental adjustment
period. In the event that agreement cannot be reached between
the parties on the fair market value of the Property, such
valuation shall be submitted to a panel of three appraisers
(qualified as defined in Section 14 above). One appraiser shall
be selected by Lessee and this expense shall be borne by Lessee;
one appraiser shall be selected by State and this expense shall
be borne by State; these appraisers so selected shall mutually
select a third appraiser and such expenses shall be shared
equally by Lessee and State. The majority decision of this panel
of appraisers shall be binding and conclusive wupon State and
Lessee. Notwithstanding submission of the evaluation to the
appraisers, Lessee shall pay therental amount as proposed by
State on the due dates as required if nodecision by the panel of
appraisers has been made or if the panelhas not yet been formed.
If additional payments or refunds are required as a result of
this review, such monies shall be due and payable within thirty
(30) days after such decision. Failure on the part of State to
establish a new rental on any anniversary of the Commencement
Date of this Lease on which adjustment is to be made shall not

preclude State from doing so anytime thereafter.



BEXHIBIT C

Appraisal Adjustment.

At the end of the

( ) year following the Commencement Date, the
Property shall be appraised by State. If Lessee does not agree
with the fair market value of the Property determined by such
appraisal, then the Property shall be appraised by three (3)
real estate appraisers (qualified as defined in Section 14
above). One (1) shall be selected by state, one (1) shall be
selected by Lessee, and the third appraiser shall be selected
by the two appraisers so selected. State and Lessee shall

either agree upon the fair market value of the Property or each
select their separate appraisers by no later than six (6) months

prior to the ( ) anniversary of
the Commencement Date. The appraisers so selected shall submit
individual appraisal reports to State and Lessee in writing no
later than six (6) months prior to the rental adjustment date.
If either State or Lessee fails to appoint an appraiser within
the time lim it specified above, or if the two appraisers
appointed fail to agree wupon a third appraiser within the time
limit specified above, such appraiser shall be appointed by the
Presiding Judge of the Thurston County Superior Court, upon
application by either party following ten (10) days notice to the
other party. The appraisers shall determine the fair market
value of the Property at its highest and best use, disregarding
any improvements constructed thereon by Lessee. The fair market
value determined by such appraisers, or in the event the
appraisers fail to agree upon such a value, the majority decision
of the appraisers shall be binding and conclusive wupon State and
Lessee. Each party shall bear the cost of the respective
appraisers so selected, and the cost of the third appraiser shall
be divided equally between State and Lessee. For the

( ) year period
commencing s s the
annual rent shall be equal to
percent of the fair market value of the Property so determined.
Thereafter, during each succeeding

( ) year period,

the annual rent shall be adjusted again as provided in this
paragraph. Notwithstanding submission of the evaluation to tho
appraisers, Lessee shall pay the rental amount as proposed by
State on the due dates as required if no decision by the panel of
appraisers has been made or if the panel has not yet formed.
Failure on the part of Statu to establish a new rental on any
anniversary of the Commencement Date of this Lease on which such
adjustment is to be made shall not preclude State from doing so

anytime thereafter.
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March 17, 1989 SENATE JOURNAL p. 834

SB 227
SENATE BILL NO. 227 by Senator Duncan, entitled:

"An Act relating to the inheritance of homesite
entry permits."”

was read the first time and referred to the Resources

Committee.

April 10, 1989 SENATE JOURNAL p. 1161

SB 227

Senator Fahrenkamp, Chair, moved and asked unanimous consent
that the five-day notice be waived on SENATE BILL NO. 227

(An Act relating to the inheritance of homesite entry
permits) for the Resources Committee meeting on April 11.
Without objection, it was so ordered.

April 17, 1989 SENATE JOURNAL p- 1265
SB 227

The Resources Committee considered SENATE BILL NO. 227 (An
Act relating to the inheritance of homesite entry permits)
and a majority of the committee recommended do pass. The
report was signed by Senator Sturgulewski, Acting Chair, and
concurred in by Senators Halford, Kerttula, Frank, Eliason
and Zharoff.

Zero fiscal note published today from Department of Natural
Resources.

SENATE BILL NO. 227 was referred to the Rules Committee.



S371

COMMITTEES:

Slagfea £idte Hegtelature

Senator Jim Duncan Vice Chair -
Health Education
P.0. Box V Juneau. Alaska 99811-3100 a Social Services
Budget* Audit

(907) 465-4766 Banding *

Economic
Development

M EMORANDUM

April 5, 1989

TO: Fahrenkamp, Chairpex®"son
Committee

FROM:

SUBJECT: SB 227, An \ct relating to the inheritance of homesite
entry permits.”

I would appreciate your scheduling SB 227, a bill concerning the
inheritance of homesite entry permits, for a hearing before the
Senate Resources Committee at your earliest convenience.

This legislation will help clarify the current statutes
concerning the eligibility and conveyance of a homesite entry
permit by testate or intestate succession. It is my hope that
these changes will make it easier to interpret the homesite entry
permit statutes.

I have attached some supporting information which you may wish to
include in the Committee™s bill files.

I look forward to seeing SB 227 on your Committee calendar soon.

D istrictC



BY SENATOR DDNCAN

Senate Bill 227

"An Act relating to the inheritance of homesite entry
permits."

Section 1.

Provides that a person who has qualified for a homesite
entry permit and inherits an unpatented homesite entry permit of
another applicant may be issued a patent for both homesite
entries if they can meet the standard requirements for issuance.

Section 2.

Allows for an a person who is holding a homesite patent to
apply for and hold a homesite entry permit by inheritance as
provided in section 1.



ATTORNEYS AT LAW

BAXTER MARKS
PROFESSIONIAL CORPORATION!

FRED | BAXTER

R O BOX 3819

JUNEAU. ALASKA 99803 STEVEN G. MARKS
789-3166 (Telephoe DANTIEL G. BRUCE

E%?)Y) 789-1913 gelgmierg CHRYSTAL SOMMERS BRAND

July 26, 1988

Mr. Dale Staley

Senator Duncan®"s Office
P. 0. Box V

Juneau, Alaska 99811

Dear Dale:

A client of mine has requested that 1 contact your office
requesting Senator Duncan®"s assistance 1in obtaining a statu—
tory interpretation as to AS 38.08.050, and AS 38.08.060. Our
specific concern has to do with AS 38.08.060(c). This provi —
sion provides that a person may not be issued more than one
patent for a homesite during a lifetime, nor may any person
who is a member of a patent holder®s household be issued a
patent while a member of the patent holder®s household.

The situation my client is confronted with is that while
he currently 1is a patent-holder, AS 38.08.060 appears to
prohibit him from having issued any Ffurther patents 1in his
name. My client has now been bequeathed an interest 1in a
homesite entry permit by his aunt. While I can understand the
intent of the Legislature prohibiting an individual and/or
family members from multiple filings, it seems rather harsh to
prohibit a patent holder of a homesite from receiving a
homesite entry permit which he would then be entitled to prove
up on. If the language of AS 38.08.060(c) is taken at face
value, my client would not be able to receive a bequest left
to him.

OF Ht S LOCATFLD AT PMOFFSSIONAL. PLA?A  »  CXAOF R MiriMWAY



BAXTER & MARKS

professional corporation

Mr. Dale Staley
July 26, 1988
PAGE 2

Il am requesting your assistance in contacting the
Attorney General®"s Office in an attempt to determine whether
it was actually the Ilegislative intent of this statutory
section to prohibit an individual from inheriting a homesite
entry permit when in fact he has already been issued a patent.
The statute specifically provides that a homesite entry permit
may be assigned by testate or intestate succession. Allowing
the conveyance by testate or intestate succession without a
limitation set forth 1in AS 38.08.040, seems to be contradic—
tory of the language in AS 38.08.060(c).

Your assistance in attempting to obtain a clarification
of the legislative 1intent in this regard would be helpful.

Should you desire additional information, please feel free to
contact me.

Very truly yours

BAXTER & MARKS

Fred 0". Baxter

FJB/pc

WPS 1.33



glas&a Htate Hegfelature

COMMITTEES:
Senator Jim D uncan Finxnce
/ Resol RCES )
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(907) 465-4766

August 10, 1988

Grace Berg Schaible
Attorney General
State of Alaska

P.0. Box K

Juneau, Alaska 99811

Dear Attorney General Schaible:

I am requesting a formal opinion concerning the proper
interpretation of AS 38.08.040 thru AS38.08.060(c) as those
sections pertain to a patent holder of a homesite receiving a
bequeath of a homesite entry permit.

My first reading of the statutes is that a person may not
hold more than one homesite entry permit or patent. However, the
statute does provide for transfer by testate or intestate
succession. This form of conveyance without statutory limitation
seems to be contradictory to the provisions of AS 38.08.060(c)
that reads in part, "A person may not be issued more than one
patent during a lifetime..."

I would like to know if this statute 1is contradictory or
not. Does it prohibit an individual from inheriting ahomesite
entry permit when in fact he has already been issued apatent or
is that a misinterpretation of the statute?

Thank you for your assistance in this matter.

Sincerely,

*Jim Duncan
Senator
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PHONE: (907) 465-3600

The Honorable Jim Duncan
Alaska State Legislature
P.0O. Box V

Juneau, .Alaska 99811

Re: Homesite entry permits
AG File No. 663-89-0071

Dear Senator Duncan:

This is a belated response to your August 10, 1988, in—
quiry regarding the proper interpretation of AS 38.08.040 -
38.08.060(c) as those sections pertain to a homesite permittee or
patentee receiving a bequest of a homesite entry permit. As |
explained to Dale Staley of your staff on September 16, 1988, I
have been wunable to address this matter before now because of the
press of defensive litigation -- i.e., defending the state 1in
actions brought by others. (These cases 1include, among others,
United States v. Alaska, the "Dinkum Sands" case; Weiss v. State,
the mental health trust land case; and USAG v. State, a challenge
to the state®"s management of the Southeast Alaska seine and
gillnet fleets on the basis of area, time, and gear restric—
tions .)

I nonetheless have briefly 1looked at AS 38.08.040 --
33.08.060(c), and agree with your initial conclusion that the
statutes are somewhat inconsistent. AS 38.08.040(c) provides for
the transfer of a homesite permit "by testate or intestate suc-—
cession, to a spouse during marriage, by order of a court as part
of a divorce settlement, or to either a member of the immediate
family or a grantee of the applicant 1in the case of an extreme

emergency or illness that disables the applicant.”™ At the same
time, AS 38.08.040(d) provides 1in part that "a person may not
simultaneously hold more than one homesite entry permit." In

addition, AS 38.08.060(c) provides that a person may not be
issued more than one homesite patent in a lifetime.

From the statutes, we cannot conclude which provisions
would <control if a homesite entry permitee or patentee also
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received a transfer of a homesite entry permit under the methods
authorized in AS 38.08.040(c). The transfer provisions of that
subsection would seem to authorize a transfer; the prohibitions
in AS 38.08.040(d) and AS 38.08.060(c) would appear to prohibit
it.

We have been unable to find any administrative regula—
tion addressing this situation, and we are not aware of any
instance in which this situation has been addressed by the
Department of Natural Resources. You may wish to contact that
department directly to determine whether such a situation has
occurred 1in the past and, if so, how the department handled it

administratively.

In the meantime, and looking only at the statutes, it
would appear that an amendment to clarify the legislature®s 1in—
tent in this regard might be appropriate.

IT we can answer Tfurther questions, please contact us
at your convenience.

Sincerely,

GRACE BERG SCHAIBLE
ATTORNEY GENERAL

uje
G. Thomas Koester
Assistant Attorney General

GTK:dim

cc: Hon. Judith M. Brady
Commissioner
Department of Natural Resources
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DEPARTMENT OF NATURAL RESOURCES
DIVISION OF LAND *x WATER MANAGEMENT
POLICY i\ PROCEDURE COORDINATION
SUBJECTe Attn. Larry 0 and Janet .B re SB 227

1 see no bin problem with the bilL. thcunh 1t needs some fine-Tuninn. The
sentence added to .040(c) 1in Section i at the bill 1is not strictly necessary
and confuses the 1issue somewhat. Add inn the "except as provided®l lannuane to
.040 (c1) alreadv ensures that inheritini a homesTFe won "t make someone
ineLinible to net another one. so it would be best to drop the .040(c)
addition. 11: not dropped, Tfix: permittees don"t qualify under BOTH .060(a) and
(e); <e) 1s an alternative to (a). Just refer to AS 3S.0B.060 pLain vanilla.
Also. the streSson “the individual“ (new Landuane in .040(c))then has to be
ccumeracted bv the word inn be inn added in trie new .060(f): we really meanto
count the orininalL permittee"s efforts too* 6 why should this opportunity be
restricted to inheritance cases? If a father fallLs nravely 1ill and has to
transfer his permit to his son. shouldn®"t the father®s construction of a
dwell inn and two years®™ occupancy of the permit site count toward the son"s
eventual patent?

fnis. was done very hastily; 1"Il nive it some more thounht and cat Il you on

Monday*

MARY KAYE HESSION
762-2630  ......






FURTHER

06-S-
DATE TURNED INTO OFFICE 0- 01

4/10/89
Mr. President:

Resources Committee considered SB 241

authorizing the Department of Community and Regional Affairs to accept
land conveyed by a state or federal agency and to receive land fronm
dissolved municipalities

and recommended

[ ] replace with same title
] or adopt )1 new title
[1 technical
[ ] attached amendment(s) and title change
(HB only)
[ 1 letter of intent adopted
do pass

[ 1] do not pass
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[ 1 individual recommendations
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- ~ taumcipaiity under AS 29.06.450 - 29.06.530

Sec. 2. AS 44.47. 150(d) is amended to read:
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Bradley
5/3/89
Original sponsor: Adams
IN THE SENATE BY THE RESOURCES COMMITTEE
CS FOR SENATE BILL NO. 241 (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act authorizing the commissioner of community and

regional affairs to accept land conveyed by a state
or federal agency and to receive land from dissolved
municipalities; requiring the commissioner of commu—
nity and regional affairs to transfer certain land to
the commissioner of natural resources; and providing

for an effective date."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 44.47.150(a) is amended to read:

Sec. 44 _47.150. [VILLAGE] LAND CONVEYED IN TRUST. (a) The
commissioner
¢)) shall [IS DESIGNATED TO] accept, administer, and dis-
pose of land conveyed to the state in trust by village corporations
under 43 U.S.C. 1613(c)(3) (sec. 14(c)(3) of the Alaska Native Claims
Settlement Act) Tfor the purposes specified in that section”

2 may, with the concurrence of an appropriate village

the absence of an appropriate village entity, under procedures pre-
scribed by regulations of the commissioner, accept, administer, and
dispose of land conveyed in trust by a state or federal agency and by
the dissolution of a municipality under AS 29.06 .450 - 29.06.530.
Sec. 2. AS 44.47.150(d) 1is amended to read:

(d) Separate accounts shall be maintained in the name of each

village for the land, including [THE] revenues generated from the

-1- CSSB 241 (Res)
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land, acquired [FROM EACH VILLAGE CORPORATION] under this section, and
within 90 days after [OF] the close of each state fiscal year a state-
ment of the account for each village [MUNICIPALITY] shall be prepared
by the commissioner and be made available to the village and to the
public upon request.

Sec. 3. AS 44.47.150(e) 1is amended to read:

(e) Upon the conveyance of 1land to a municipality under this
section, the commissioner shall account to the municipality for all
profits including interest generated from the land. The [, AND THE]
municipality may then request [THAT] the governor _to submit a request
to the legislature for an appropriation for the amount due the munic-
ipality [IT].

Sec. 4. AS 44.47.150(Ff) 1is amended to read:

W) Title to [A TITLE] or an interest in land [TO LANDS] acqui
ed by the department under this section may not be acquired by adverse
possession or prescription. Notwithstanding (a) - (e) of this sec-
tion, on the dissolution of a municipality under AS 29.06.450 - 29.-
06.530, wunimproved land owned by the municipality that was received by
the municipality from the state under a municipal land grant entitle-
ment program shall be transferred by the commissioner to the commis-
sioner of natural resources. - nn o~
Sec. 5. AS 44.47.150(g) 1is amended to read;

(9) For the purposes of this section, "municipality”™ [THE TERM
MUNICIPALITY] includes only first and second class cities 1incorporated
under the laws of the state.

Sec. 6. This Act takes effect immediately under AS 01.10.070(c).

241 (Res) -2-



W?RK DRAFT WORK DRAFT WORK DRAFT

6-1089H*
Bradley
5/4/89
Original sponsor: Adams
IN THE SENATE BY THE RESOURCES COMMITTEE
CS FOR SENATE BILL NO. 241 (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act authorizing the commissioner of community and

regional affairs to accept land conveyed by a state
or federal agency and to receive land from dissolved
municipalities; vrequiring the commissioner of commu—
nity and regional affairs to transfer certain land to
the commissioner of natural resources; and providing
for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 44.47.150(a) isamended to read:
Sec. 44.47.150. [VILLAGE] LAND CONVEYED IN TRUST. (a) The
commissioner
(1) shall [IS DESIGNATED TO] accept, administer, and dis—
pose of land conveyed to the state in trust by village corporations
under 43 U.S.C. 1613(c)(3) (sec. 14(c)(3)) of the Alaska Native Claims

Settlement Act). for the purposes specified in that section”

(2 may, with the <concurrence of an appropriate village
entity recognized by the commissioner under (b) of this section or, 1in
the absence of an appropriate village entity, under procedures pre—
scribed by regulations of thecommissioner, accept, administer, and
dispose of land <conveyed in trustby a state or federal agency and by
the dissolution of a municipality under AS 29.06.450 - 29.06.530.

* Sec. 2. AS 44.47.150(d) is amended to read:

(d) Separate accounts shall be maintained m the name of each

village for the land, including [THE] revenues generated from the

-1- CSSB 241(Res)
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land, acquired [FROM EACH VILLAGE CORPORATION] under this section, and
within 90 days after [OF] the close of each state fiscal year a state—
ment of the account for each village [MUNICIPALITY] shall be prepared
by the commissioner and be made available to the village and to the
public upon request.

Sec. 3. AS 44.47.150(e) 1is amended to read:

(e) Upon the conveyance of 1land to a municipality under this
section, the commissioner shall account to the municipality for all
profits 1including interest generated from the land. The [, AND THE]
municipality may then request [THAT] the governor to submit a request
to the legislature for an appropriation for the amount due the munic—
ipality [IT].

Sec. 4. AS 44_47_150(Ff) 1is amended to read:

(f) Title to [A TITLE] or an interest in land [TO LANDS] acquir—
ed by the department under this section may not be acquired by adverse
possession or prescription. Notwithstanding (a) - (e) of this sec—
tion, on the dissolution of a municipality under AS 29.06.450 - 29.-
06.530, unimproved land that was owned by the municipality on the date
of 1its dissolution and received by the municipality from the state
under a municipal land grant entitlement program is transferred to the
commissioner of natural resources.

Sec. 5. AS 44.47.150(g) 1is amended to read:

(9) For the purposes of this section, ""municipality” [THE TERM

MUNICIPALITY] 1includes only first and second class cities incorporated

under the laws of the state.

Sec. 6. This Act takes effect immediately under AS 01.10.070(c).

CSSB 241(Res) -2-
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April 24, 1989

The Honorable Al Adams
Alaska State Legislature
P. 0. Box V

Juneau, Alaska 998.11

Dear Senator Adams:

This letter is in support of Senate Bill No. 241 and thus
your efforts to resolve land conveyance problems it

addresses. Included in these comments are suggested
amendments to the committee substitute that emerged from
Senate CRA.

The purpose of SB 241 is to broaden Department of Community
and Regional Affairs (DCRA) authority, specifically that of
the Municipal Lands Trust Program, to accept and
administrator land other than land reconveyed under
provisions of Section 14(c)(3) of the Alaska Native Claims
Settlement Act (ANCSA).

Should the bill become law as currently written, the
Municipal Lands Trust (MLT) Program within DCRA would have
the statutory authority to accept and administer (manage)
land conveyed by the State of Alaska, Federal Government
(Federal Townsite Program) and municipal dissolution, in
addition to its current ANCSA 14(c)(@3) obligations.

Acceptance and administration of such land would be subject
to established policy and regulations that govern the MLT

Program.

Section 14(c)(3) of ANCSA establishes the Municipal Lands
Trust. Alaska Statute 44.47.150 accepts the trust and
defines its structure. 19 AAC 90 establishes regulations
under \v'hich the trust program 1is administered.

The intent of the trust program is to serve as trustee for
land reconveyed under ANCSA 14(c)(3) for future
municipalities. Trust villages are those communities
currently unincorporated and thus subject to future
incorporation as municipalities under state law.

Land conveyed to the MLT Program 1is administered or managed
by DCRA in conjunction with a local advisory entity known as
an "Appropriate Village Entity " (AVE). Regulations require
that such ar entity be established through a local petition

process. _ _ _ _
Integrity ¢ Pride in Heritage * Progress



Communities not having a recognized AVE may piovide input
through a representative association or a public hearing
process conducted in the respective community.

The MLT Program maintains records and accounts of all land
transactions. Upon incorporation as a municipality all
records, accounts, revenues and land title is turned over to
the new city and the trust responsibility for that
particular community 1is removed from the State.

It is important to note that extraordinary relationships ar.d
policies exist with respect to community land conveyed to
the State in trust. This arises from the language of
Section 14(c)(3) of ANCSA establishing the trust, the
acceptance of the trust by the State legislature in AS
44.47,150 and the expectations of rural people affected by
the land trust.

The State 1is expected to assume and maintain a constructive
trust role by the Congress, the legislature, and affected
rural people. The Commissioner of DCRA, as trustee, accepts
the adoption of legal trust principles as the underlying
policy of the MLT Program. As trustee, the State does not
acquire title to, nor administer, municipal trust land for
its own sovereign use and benefit. Rather, land is conveyed
and administered "in trust" for any municipal corporation
established in the Native village in the future.

The trust administered through the MLT Program 1is quite
different from the Department of Natural Resources (DNR)
trust role over State land. Tn DNR"s case the State is a
sovereign and interests to be protected extend beyond
individual community interests.

Senate Eill 241 is intended to address three land conveyance
related problenms,

The first problem relates to the conveyance of land title
when a municipality elects to dissolve 1its incorporated
status.

Current law (AS 29,06) directs that assets, 1including land,
and liabilities of a dissolved municipality succeed to the
State of Alaska. The DNR 1is the only State land managing
agency with authority to accept 3and assets in the case of
municipal dissolution.

This presents the problem of an agency (DNR) acquiring land
that a community needs for public purposes without a mandate
or structure that allows it to accommodate said community
needs. The DNR is not structured to accommodate land
management with respect tc individual community interests
nor, 1 suspect, does it want that responsibility.



Since the MLT Program is specifically designed to
accommodate such a role, 1ie administrative structure is ir.
place and policies and regulations established, it is
logical to convey the land to the MLT Program. Senate Bill
241 provides DCRA/MLT the authority to accept and administer
land succeeding to the State via municipal dissolution.

The second problem Senate Bill 241 addresses relates to the
Federal Townsite Program.

Under 1891 and 1926 Acts of Congress, federal land in and
around certain communities was made available for individual
and community purposes. A municipality could acquire land
for a public purpose. Individuals could "prove-up" and
claim a parcel for a residence and/or business.

Ninety nine rural Alaska communities are affected by the

Federal Townsite Progranm. Communities petitioned the Bureau
of Land Management (BLM) to be subdivided or platted into
lots, rights of ways, etc.. The plats were recorded and

title provided as appropriate.

The Federal Townsite Program was repealed in 1976 by the
Federal Land Policy and Management Act (FLPMA), The FLPMA
requires that the Federal Townsite Program be terminated as

soon as possible.

As previously stated, the Bureau of Land Management has the
authority to convey townsite lots to individuals and
municipalities. An obstacle to terminating the program 1is
that twenty six unincorporated communities have
approximately seven hundred and eighty three vacant parcels
remaining within their settlement areas and BLM lacks the
tools to transfer title to other than incorporated

municipalities.

Senate Bill 241, as written, addresses this problem by
providing an option which allows DCRA/MLT to accept Tfederal
townsite land, BLM needs parallel legislation at the
federal level to authorize the Federal Townsite Trustee to
convey land to the State. Such legislation 1is being
considered by BLM.

Again, providing DCRA/MLT the authority to accept and
administer federal townsite land on behalf of an
unincorporated community 1is logical. 0f the remaining
twenty-six unincorporated communities in the program,
nineteen are in the XLT Program and have established ar.
appropriate village entity to foster local control over lar.d
management decisions. One cf the twenty-six communities 1is
non-Native and thus has no ANCSA 14(c)(3) reconveyance and

no entry to the ML? prcgrar.



The third problem. Senate Bill 241 addresses relates to
scattered parcels of State land within unincorporated

communities.

Capitol projects funded by State appropriations require site
control. Site control is achieved by acquiring an interest
in the land cn which the project is to be built. In a small
number of past situations (Stony River, Egegik and Illiamna)
the DNR has acquried an interest in land so as to facilitate
the construction and use of a community facility for an
unincorporated community. This action was necessary as
DCRA/MLT authority to accept and administer land did not
extend beyond ANCSA 14(c) (3) reconveyances and the land 1in
question was not 14(c)(3) land.

IT given the authority as proposed 1in Senate Bill 241, DCRA
would be in a position to accept a transfer of these lands
from the DNR to the MLT Program, thus resolving the problem
of having community land in an agency that has neither the
mandate nor administrative structure to protect community
interests as does DCRA.

As a final note, it is my understanding that the DNR 1is
concerned about the recovery of municipal land entitlements
when a municipality dissolves 1its corporate status. This
concern appears reasonable since, to some extent, municipal
land entitlements are intended as an incentive to municipal
incorporation. However, while it appears reasonable for the
State to recover land entitlements 1in the case of municipal
dissolution, | strongly recommend that such recovery be
limited to undeveloped land.

The 1incorporated or unincorporated status of a community
does not eliminate the factors that create physical growth
and thus the need for public and private land.
Unincorporated communities will continue to need a land base
for public service facilities. If entitlement land, or a
portion thereof, 1is developed for public use it is logical
that it be entered into the MLT Program and thus
administered for the benefit of the community.

The issue of recovery of municipal land entitlements may be
of minor importance. Municipalities receiving such
entitlements are larger communities where dissolution is
very unlikely. Smaller rural municipalities that are
considering dissolution do not have entitlements and in
almost all cases the State has no land ownership presence

in the area.



With regard to amendments to the version of Senate Bill 241
which passed out of Senate CRA Committee, |1 offer the
following recommendations and explanations.

1. Section 1, (2 line 23 - the term recognized village
entity should be changed tc "appropriatell village entity.
This 1is consistent with the term used throughout the MLT
Program. Retaining the term "recognized" may imply a desire
to create an entity other than an AVE.

I believe the problem is a drafting oversight.

2. Section 4, (f) lines 16 through 21 - the Committee
amendment should be redrafted to read "not withstanding any
other section of this act, and In the case of municipal
dissolution, municipal land acquired pursuant to a municipal
entitlement grant and undeveloped on the date of dissolution
shall succeed directly to the Department of Natural

Resources"?

The intent of this recommended language is to convey
only the undeveloped portion of an entitlement grant to the
DNR with the portion developed for public use being entered
into the MLT Program.

Secondly, land succeeding to the DNR would do so
directly to avoid the administrative cost of an additional
transfer step, 1ie, from DCRA to DNR.

Best regards,

H.Kimball, m
Land Manager
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April 26, 1989

The Honorable Bettye M. Fahrenkamp
Alaska State Legislature

F. 0. Box V

Juneau, Alaska 99811

Dear Senator Fahrenkamp:

Please accept this letter as written testimony on Senate
Bill 241 which has now been referred to the Senate Resources
Committee.

Copies of previous correspondence on the bill from the
Alaska Federation of Natives to Senator Adams, the sponsor
of the bill, was forwarded to your office via telecopy. The
correspondence | refer to provides background information as
to why the legislation is needed.

The version of Senate Bill 241 which passed out of Senate
CRA is, 1in my opinion, 1in need of two amendments. The
recommended amendments are as fTollows:

1. Section 1, (2) line 23 - the term "recognized" village
entity should be amended to read "appropriate" village
entity. The term appropriate village entity is consistent
with language used throughout the Municipal Lands Trust
Program (policy and regulations). Retaining the term
"recognized" may imply that an entity other than an
appropriate village entity 1is being created.

I believe the term "recognized" 1is a drafting error
generated from legislative counsel.

2. Section 4, (f) lines 16 through 21 - the Committee
amendment should be redrafted to read "not withstanding any
other section of this act, and in the case of municipal
dissolution, municipal land acquired pursuant to a municipal
entitlement grant and undeveloped on the date of dissolution
shall succeed directly to the Department of Natural
Resources".

The intent of this recommended language is to convey
only the undeveloped portion of an entitlement grant to the
DNR with the portion developed for public use being conveyed
directly to the DCRA and entered into the Municipal Lands
Trust Program.

Integrity  Pride in Heritage <+ Progress



Secondly, Jland succeeding to the DNR would do so
di-.ectly to avoid the administrative cost of an additional
transfer step, 1ie, from DCRA to DNR.

(A copy of Senate Bill 241 with reference to lines of
suggested amendments 1is enclosed.)

I would appreciate your entering these comments into the
Resource Committee record. I further request that you
consider scheduling the bill for committee hearings this
session. There are two rural municipalities that have
initiated proceeding toward dissolution. It would be
beneficial to these communities and the State if DCRA"s
authority to accept and administer the land assets was in
place when dissolution occurs.

Thank you.

Janie Leask
President

cc: Tom Hawkins, DNR
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PHONE: (907) 563-1073

OFFICE OF THE COMMISSIONER

April 5, 1989
POSITION PAPER
RE: Senate Bill 241
SPONSOR: Senator Adams
Departmental Position
The department strongly supports this bill.
Program Effects of Bill
This bill would expressly authorize the Department of Community
and Regional Affairs to accept, in trust, Jland conveyed by a

state or federal agency or from dissolution of a municipality.

Comments

The State currently acts as trustee Tfor Jland conveyed under
section 14(c)(3) of the Alaska Native Claims Settlement Act

(ANCSA) in unincorporated communities. That section of ANCSA
requires village —corporations to convey certain land to
municipalities or to the state in trust for future
municipalities. In rural communities of the state, there is
often a local community need for Jland held by other state or
federal agencies. However, without a municipality there 1is no
recognized governing entity to which the land may be
transferred for community purposes. Under this bill, a state

or federal agency could transfer land to the state in trust to
administer for community purposes.

This legislation also identifies the department as a possible
recipient and administrator of land from a dissolved
municipality. Such lands generally are subject to the same
types of administrative program concerns as lands already under
the Municipal Lands Trustee Program.

The department would administer land conveyed wunder this bill

along with section 14(c)(3) land received from village
corporations and placed under the Municipal Lands Trustee.
Program. The department would accept land only for ANCSA
villages that the department would be working with wunder the
current provisions of law. Therefore, there should be no

additional costs or burdens on

Commissioner

21-P1LH
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Ll g STEVE COWPER. GOVERNOR

DEPARTMENT OF NATURAL RESOURCES 400 WILLOUGHBY AYE.
JUNEAU. ALASKA 99801-1796

OFFICE OF THE COMMISSIONER PHONE: 1907) 465-2400
April 6, 1989

The Honorable Al Adams
Chair, Senate Community
and Regional Affairs Committee
P.O. Box V
Juneau, AK 99801

Dear Senator Adams:

Subject: SB 241, An Act authorizing the Department of Community
and Regional Affairs (DCRA) to accept land conveyed by a State or
Federal agency and to receive land from dissolved municipalities.

Position: DNR supports the concept of this bill as a method to
resolve specific problems related to village expansion that are
difficult to address under current statute. The ANCSA 14(c) (3
Municipal Trust program within DCRA is the logical entity to
accept and hold title for villages for land and improvements for
communities in non-incorporated municipalities. However, the
department suggests changes to the language in Section 1,

AS 44.47.150 (@) (2) which applies to the dissolution of a munici—
pality under AS 29.06.450 - 29.06.530.

Background: In most cases DNR 1is the designated landowner for
all state land. In many cases a municipality acquires its land
via municipal entitlement authority as administered by DNR and if
it dissolves, the land should revert to DNR as the landowner. If

improvements are involved, a determination 1is made by the
Department of Administration as to their disposition.

This bill would alter the arrangement to allow DCRA to administer
land for communities in the event a municipality dissolves. If a
municipality dissolves, the land should revert to the department
as the landowner with a determination mr.de by the Department of
Administration as to the proper disposal of improved properties.

Recommendation: We suggest the following change be made to the
bill in Sec. 1, AS 44.47.150(a)(2). Add at the end of the
subsection "except that land acquired through the municipal



Senator Adams -2- April 6, 1989

entitlement program under AS 29.65 revertS|JJiE&( to the Department
of Natural Resources as general grant land to be managed under

Title 38."

Thank you for the opportunity to comment. We look forward to
working with the committee and staff on this legislation.

Sincerely,

(3 7
Lennie Gorsuch
Commissioner

Enclosure

cc: Committee Members
Bill Sponsor
Denby Lloyd, Special Staff Assistant
Office of the Governor
Bob Evans, Legislative Liaison
Office of the Governor
Gary Gustafson, Director
Division of Land and Water Management
Jim Plasman
Department of Community and Regional Affairs



STATE OF ALASKA
1989 LEGISLATIVE SESSION

bill version :

sb 241

publish date s
FISCALNOTE

REQUEST:
Revision Date: Agency Affected: Natural Resources
Title: Authorizing the DCRA toaccept land BRU:  Division ofLand and Water Mgt.

land conveyed by agencies and receive land

Sponsor Senator Adam
Requestor  Senate C&RA Committee

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING FY 89 FY 90 FY a1
PERSONAL SERVICES 0.0
TRAVEL 0.0
CONTRACTUAL 0.0
SUPPLIES 0.0
EQUIPMENT 0.0
LAND&STRUCTURES

GRANTS,CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0.0

0.0
CAPITAL
REVENUE

FUNDING: (Thousands of Dollars)
GENERAL FUND

FEDERAL FUNDS

OTHER

TOTAL 0.0

0.0
POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

ANALYSIS:  (Attach aseparatepage ifnecessary)

Prepared by: “Larry Ostrovsky
Di%%{®n: Commissioner”s Office

Components:

FY 92 FY 93
0.0
0.0
0.0
0.0

0.0

0.0
0.0
0.0
0.0
0.0

0
0.0
0.0
0.0
0.0

0.0 0.0 0.0

0.0 0.0 0.0

465-2400
5-Apr-89

Phone:
Date:

Approved by Commissioner Lennle Gorsucli”?

Agency: Department of Natural Resowrces 11U

Date:

Distribution (by preparer) :
Legislative Finance
Legislative Sponsor
Requestor
Office ofManagement and Budget
Impacted Agency(iies)

page 1 of

FY 4
0.0
0.0
0.0
0.0
0.0

0.0

0.0



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 Hason 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
November election

by Steve Pilkington

Tundra Timer reporter ¢

If next November's election goes as
voters in Akiachak plan, their city
government will dissolve after a five-
Year_ power stru?gle with the state,
ea\_/ln% the welfare and safety of
Akiachak entirely up lo its (ribal
mimgers. ing to state officials, fh

N Ing to state offjcials, fhe

ftf}lHlmMéﬁf *t JW?IMIH’[IIHIITHI!II

rovoke five other Yukon-Kuskokwim

elta communities, which are serious-

ly considering d|sso|va their own ci-
ty governments, to follow suit.

Vioses Peter, a former mayor of
Akiachak, said 1t is too difficult’to run
a ftraditional Native government
together with the state government

W e tried to put both governments
togdether, but it didn't work,” Peter

said,
“One of them has to go. We have
'to go by what people want,” he said.
Villie Kasayulie, chairman of the
Akiachak Indian Reorganization Act
Council, said the main reason
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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
overnment instead of two)

asak/ulle said.

But the process of getting the state
to allow the election has been long and
difficult.

It began in 1985 when the Akiachak
City Council members jointly
resnﬁmed

The village IRA council tried to
abolish the” city Povernment 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 of the
Leglslature cities could dissolve on-

they had become ghost towns. If
a C|ty grew out of the exploitation of
a reSource which had dried up, the
state and boundary commission would
allow it to dissolve.

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

*A petition is S|gned by at least 50
Percent of the residents who voted in
he last election.

*The city owes no debts.

The commissioner of the Depart-
ment of Community and Regional Af-
fairs must also believe that residents
will be better off before the city can
be dissolved.

Marty Rutherford, director of the
department's Municipal and Regional

Bealaska receives-

ia c h a k

Page Twelve

fa c e s

Assistance Division, said the state sup-
ports the dissolution. The department
IS assisting the village, she said.

Akiachak has also met the first two
Earts ot the statute, and the Local

oundary Commission recently set the
date for the election for Nov. 7.

“ 1 had hoped that the vote would
take place in March or April’
Kasayulie said.

One of the conflicts which arises
between the two forms of government
Is criminal ?rocedures Kasayulie said.

“One of our concerns ‘was that
whenever one of our tribal members
or community residents broke a law,
the% -were taken out of the village
without the councn or anyone hearing
about it," he said.

Bart Garber an attorney with the
Native American Rights Fund, said the
November election will definitely
dissolve the CItY government.

“Not a problem," he said.

The getltlon for an election was
5|2qned y 99 re3|dents This equals
8 percent of the number of votes
cast |n the [ast general election in the
city — well over the statutory 50 per-
cent needed for the city to he
dissolved.

According to the slate’s schedule
the Department of Community d
Regional Affairs will release itg de0|
sion about the dissojution June 5. The
boundary commission will conduct a
hearing n Akiachak June 26.

Dan Bockhorst, supervisor of the
boundary commission under the com-
munity “affairs department, said

v 0o t e - 1n

| N

O VvV € m

"What we wanted {0 acn eve Was

to have one respo S| H
government instea

Akiachak’s election may affect other
\|§|Illages on the Yukon-Kuskokwim

“There are other communities that
are potentially interested in dissolu-

llage

— Wallie Kasayulie

tion," he said.

The five other communities seeking
dissolution, according to the boundary
commission, are Atmautluak, Chefor-
nak, Kasigluk, Tununak and Newtok.
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41 v 4n Aver.e. Sj e 30; « Anchorage. Alaska 99501 « *:io”g (907) 274-351.
April 24, 1989

The Honorable Al Adams
Alaska State Legislature
P. 0. Box V

Juneau, Alaska 99811

Dear Senator Adams:

This letter is in support of Senate Bill No, 241 and thus
your efforts to resolve land conveyance problems it

addresses. Included in these comments are suggested
amendments to the committee substitute that emerged from
Senate CRA.

The purpose of SB 241 is to broaden Department of Community
and Regional Affairs (DCRA) authority, specifically that of
the Municipal Lands Trust Program, to accept and
administrator land other than land reconveyed under
provisions of Section 14(c)(3) of the Alaska Native Claims
Settlement Act (ANCSA).

Should the bill become law as currently written, the
Municipal Lands Trust (MLT) Program within DCRA would have
the statutory authority to accept and administer (manage)
land conveyed by the State of Alaska, Federal Government
(Federal Townsite Program) and municipal dissolution, 1in
addition to its current ANCSA 14(c) (3) obligations.

Acceptance ar.d administration of such land would be subject
to established policy and regulations that govern the MLT

Program.

Section 14(c)(3) of ANCSA establishes the Municipal Lands
Trust. Alaska Statute 44.47.150 accepts the trust and
defines 1its structure. 19 AAC 90 establishes regulations
under which the trust program 1is administered.

The intent of the trust program is to serve as trustee for
land reconveyed under ANCSA 14(c) (3) for future
municipalities. Trust villages are those communities
currently unincorporated and thus subject to future
incorporation as municipalities under state law.

Land conveyed to the ML7 Program is administered or managed
by DCRA 1in conjunction with a local advisory entity known as
an "Appropriate Village Entity " (AVE). Regulations require
that such an entity be established through a local petition

process. . L )
Integrity * Pride in Heritage ¢ Progress



Communities not having a recognized AVE may provide input
through a representative association or a public hearing
process conducted in the respective community.

The MLT Program maintains records and accounts of ail land
transactions. Upon incorporation as a municipality all
records, accounts, revenues and land title is turned over to
the new city and the trust responsibility for that
particular community is removed from the State.

It is important to note that extraordinary relationships and
polic.es exist with respect to community land conveyed to
the State in trust. This arises from the language of
Section 14(c)(3) of ANCSA establishing the trust, the
acceptance of the trust by the State legislature in AS
44.47.150 and the expectations of rural people affected by
the land trust.

The State is expected to assume and maintain a constructive
trust role by the Congress, the legislature, and affected
rural people. The Commissioner of DCRA, as trustee, accepts
the adoption of legal trust principles as the underlying
policy of the MLT Program. As trustee, the State does not
acquire title to, nor administer, municipal trust land for
its own sovereign use and benefit. Rather, Jland is conveyed
and administered "in trust"” for any municipal corporation
established in the Native village in the future.

The trust administered through the MLT Program 1is quite
different from the Department of Natural Resources (DNR)
trust role over State land. In DNR s case the State is a
sovereign and interests to be protected extend beyond
individual community interests.

Senate Bill 241 is intended to address three land conveyance
related problems.

The first problem relates to the conveyance of land title
when a municipality elects to dissolve its incorporated

status.

Current law (AS 29.06) directs that assets, 1including land,
and liabilities of a dissolved municipality succeed to the
State of Alaska. The DNR 1is the only State land managing
agency with authority to accept land assets 1in the case of
municipal dissolution.

This presents the problem of an agency (DNR) acquiring land
that a community needs for public purposes without a mandate
or structure that allows it to accommodate said community
needs. The DNR J.s net structured to accommodate land
management with respect to individual community interests
nor, | suspect, does it want that responsibility.



Since the MLT Program is specifically designed to
accommodate such a role, 1ie administrative structure 1is 1in
place and policies and regulations established, it is
logical to convey the land to the MLT Program. Senate Bill
241 provides DCFA/MLT the authority to accept and administer
land succeeding to the State via municipal dissolution.

The second problem Senate Bill 241 addresses relates to the
Federal Townsite Progranm.

Under 1891 and 1926 Acts of Congress, federal Iland in and
around certain communities was made available for individual
and community purposes. A municipality could acquire land
for a public purpose. Individuals could "prove-up" and
claim a parcel for a residence and/or business.

Ninety nine rural Alaska communities are affected by the

Federal Townsite Program. Communities petitioned the Bureau
of Land Management (BLM) to be subdivided or platted into
lots, rights of ways, etc.. The plats were recorded and

title provided as appropriate.

The Federal Townsite Program was repealed in 1976 by the
Federal Land Policy and Management Act (FLPMA). The FLPMA
requires that the Federal Townsite Program be terminated as

soon as possible.

As previously stated, the Bureau of Land Management has the
authority to convey townsite lots to individuals and
municipalities. An obstacle to terminating the program is
that twenty six unincorporated communities have
approximately seven hundred and eighty three vacant parcels
remaining within their settlement areas and BLM lacks the
tools to transfer title to other than incorporated

municipalities.

Senate Bill 241, as written, addresses this problem by
providing an option which allows DCRA/MLT to accept federal

townsite land. BLM needs parallel legislation at the
federal 1level to authorize the Federal Townsite Trustee cc
convey land to the State. Such legislation is being

considered by BLM.

Again, providing DCRA/MLT the authority to accept and
administer federal townsite land on behalf of an
unincorporated community is logical. Of the remaining
twenty-six unincorporated communities 1in the program,
nineteen are 1in the NXT Program and have established an
appropriate village entity to foster local control over land
management decisions. One of the twenty-six communities is
non-Nativs and thus has rc ANCSA 14(c)(3) reconveyance and
r.o entry to the MLT Program.



The third problem Senate Bill 241 addresses relates to
scattered parcels of State land within unincorporated
communities.

Capitol projects funded by State appropriations require site
control. Site control is achieved by acquiring an interest
in the land on which the project is to be built. In a small
number of past situations (Stony River, Egegik and Iliamna)
the DNR has acquried an interest in land so as to facilitate
the construction and use of a community facility for an
unincorporated community. This action was necessary as
DCRA/MLT authority to accept and administer land did not
extend beyond ANCSA 14(c) (3 reconveyances and the land 1in
question was not 14(c)(3) land.

IT given the authority as proposed in Senate Bill 241, DCRA
would be in a position to accept a transfer of these lands
from the DNR to the MLT Program, thus resolving the problenm
of having community land in an agency that has neither the
mandate nor administrative structure to protect community
interests as does DCRA.

As a final note, it is my understanding that the DNR 1is
concerned about the recovery of municipal land entitlements
when a municipality dissolves its corporate status. This
concern appears reasonable since, to some extent, municipal
land entitlements are intended as an incentive to municipal
incorporation. However, while it appears raasonable for the
State to recover land entitlements in the case of municipal
dissolution, | strongly recommend that such recovery be
limited to undeveloped land.

The 1incorporated or unincorporated status of a community
does not eliminate the factors that create physical growth
and thus the need for public and private land.
Unincorporated communities will continue to need a land base
for public service facilities. If entitlement land, or a
portion thereof, 1is developed for public use it is logical
that it be entered into the MLT Program and thus
administered for the benefit of the community.

The issue of recovery of municipal land entitlements may be
of minor importance. Municipalities receiving such
entitlements are larger communities where dissolution 1is
very unlikely. Smaller rural municipalities that are
considering dissolution do not have entitlements and in
almost all cases the State has no land ownership presence
in the area.



with regard to amendments to the version of Senate Biil 243.
which passed out of Senate CRA Committee, | offer the
following recommendations and explanations.

1, Section 1, (2) line 23 - the term recognized village
entity should be changed to "appropriatell village entity.
This 1is consistent with the term used throughout the MLT
Program. Retaining the term "recognized" may imply a desire
to create an entity other than an AVE.

I believe the problem is a drafting oversight.

2. Section 4, (f) lines 16 through 21 - the Committee
amendment should be redrafted to read "not withstanding any
other section of this act, and in the case of municipal
dissolution, municipal land acquired pursuant to a municipal
entitlement grant and undeveloped on the date of dissolution
shall succeed directly to the Department of Natural
Resources*®?

The intent of this recommended language is to convey
only the undeveloped portion of an entitlement grant to the
DNR with the portion developed for public use being entered
into the MLT Program.

Secondly, land succeeding to the DNR would do so

directly to avoid the administrative cost of an additional
transfer step, 1ie, from DCRA to DNR.

Best regards

Lawrence H.Kimball,J:
Land Manager
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STEVE COWPER, GOVERNOR

J

DEPARTMENT OF NATURAL RESOURCES 400 WILLOUGHBY AVE,

JUNEAU. ALASKA 99801-1796

OFFICE OF THE COMMISSIONER PHONE: (907) 465-2400

April 6, 1989

The Honorable Al Adams
Chair, Senate Community
and Regional Affairs Committee
P.O. Box V
Juneau, AK 99801

Dear Senator Adams:

Subject: SB 241, An Act authorizing the Department of Community
and Regional Affairs (DCRA) to accept land conveyed by a State or
Federal agency and to receive land from dissolved municipalities.

Position: DNR supports the concept of this bill as a method to
resolve specific problems related to village expansion that are
difficult to address under current statute. The ANCSA 14(c) (3
Municipal Trust program within DCRA is the logical entity to
accept and hold title for villages for land and improvements for
communities in non-incorporated municipalities. However, the
department suggests changes to the language 1in Section 1,

AS 44.47.150 (@) (2) which applies to the dissolution of a munici—
pality under AS 29.06.450 - 29.06.530.

Background: In most cases DNR 1is the designated landowner for
all state land. In many cases a municipality acquires its land
via municipal entitlement authority as administered by DNR and if
it dissolves, the land should revert to DNR as the landowner. If

improvements are involved, a determination is made by the
Department of Administration as to their disposition.

This bill would alter the arrangement to allow DCRA to administer
land for communities iIn the event a municipality dissolves. If a
municipality dissolves, the land should revert to the department
as the landowner with a determination made by the Department of
Administration as to the proper disposal of improved properties.

Recommendation: We suggest the following change be made to the
bill in Sec. 1, AS 44.47.150(a)(2). Add at the end of the
subsection "except that land acquired through the municipal
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entitlement program under AS 29.65 reverts back to the Department
of Natural Resources as general grant land to be managed under
Title 38."

Thank you for the opportunity to comment. We look forward to
working with the committee and staff on this legislation.

Sincerely,

Lennie Gorsuch
Commissioner

Enclosure

cc: Committee Members
Bill Sponsor
Denby Lloyd, Special Staff Assistant
Office of the Governor
Bob Evans, Legislative Liaison
Office of the Governor
Gary Gustafson, Director
Division of Land and Water Management
Jim Plasman
Department of Community and Regional Affairs



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

The villages In comments state that local control would be lost

Alaska.
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
The court stated transfers to the local governmental bodies
Future disposals by those bodies would be without
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.

communities.
could take place.
regard to race or

PROGRAM CONTACT: Robert Faithful or David E. Wickstrom
Alaska Programs Staff  343-6511



Akiachak plans
for dissolution
of government
November election

by Steve Pilkington - .
Tundra Times reporter .<

I next November's election goes as
voters in Akiachak plan, their city
government will dissolve after a five-
Year. power stru?gle with the state,
eaylnﬁ the welfare and safety of
Akiachak entirely up to its ftribal
members. .

:And according to state officials, the

rovoke five other Yukon-Kuskokwim
elta communities, which are serious-
ly considering d|sso|vm|g their own ci-
tyhﬁovernments, to follow suit.
loses Peter, a former mayor of
Akiachak, said 1t is too difficult’to run
a traditional Native government
together with the state government.-
We tried to put both governments
togdether, but it didn't work,” Peter
S

aid.
“One of them has to go. We have
to go by what people want," he said.
Villie Kasayulie, chairman of the
Akiachak Indian Reorganization Act
Council, said the main reason
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