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Whereas, the State intends to indemnify, defend and hold the 
Conservancy harmless from certain liability and costs resulting 
from this Agreement, the Purchase Agreement and the Conservancy's 
ownership of the Property, to the extent provided herein;

Now, therefore, the parties agree as follows:

1. Conditions Precedent to the Conservancy's Obligations. The 
Conservancy agrees to enter into the Purchase Agreement, and to 
accept title to the Property subject to satisfaction of the 
following conditions which are for the sole benefit of the 
Conservancy: (a) Before th© Closing, the Board of Governors of the 
Conservancy shall have approved this transaction in its sole 
discretion; (b) The condition of th© title to, the proposed deed 
for, the environmental hazards assessment of, and the appraisal of 
the Property, shall be satisfactory to the Conservancy, in its sale 
discretion; (c) The Property shall be exempt from real estate 
taxes; (d) The state, Seal Bay Timber Company, Akhiok-Kaguyak, 
Inc,, and Old Harbor Native Corporation shall enter into the 
attached Indemnification Agreement fExhibit 3 V .

2 4 R e c o n v e y a n c e  of P r o p e r t y ,  Subject to acquisition of the 
Property by the Conservancy, and subject to the payment by the 
state of all amounts it owes hereunder, and all amounts it would 
owe hereunder were the indemnification and hold harmless 
obligations of the State not subject to appropriations for the 
purposes stated herein, the Property shall be reconveyed by the 
Conservancy as follows:

a. If the State of Alaska has designated the Property as a 
state park w i t h i n  12 months of the date that title was conveyed to 
the Conservancy, then the Conservancy shall convey the Property to 
the State. If the Property is not designated as a state park 
within 12 months, then the Conservancy shall, upon acceptance by 
the United states, convey the Property to the United States of 
America for inclusion in an appropriate federal conservation system 
unit as defined in section 102 of the Alaska National Interest 
Lands conservation Act, Public Law 96-487 or the Chugach National 
Forest.

b. The Property shall be conveyed by the Conservancy by quit 
claim deed, and th© warranties of title shall be assigned in the 
form of the attached E xb rait 4 . subject to the liens, encumbrances, 
restrictions, reservations, and other limitations of title as 
existed on the date title was convoyed to the Conservancy, and any 
other liens, encumbrances, restrictions, reservations and 
limitations which have been agreed to or suffered by the state.

The Property shall be conveyed by the conservancy without
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any warranties or representations whatsoever concerning the
condition, use or any other aspect of the Property . The
conservancy shall have no obligation whatsoever to investigate, 
manage or monitor the use or condition of the Property.

d. Title shall be conveyed to the State, or to the United 
States, subject to the following conditions:

i. There shall be no commercial timber harvesting on 
the Property, nor any other commercial use of the Property, 
except such limited commercial use as may be consistent with 
state and federal law and the goals of restoration of the 
Property to its precpill condition of any natural resource 
injured, lost, or destroyed as a result of the Exxon Valdes
oil spill and the services provided By that resource or
replacement or substitution for the injured, lost or destroyed 
resources and affected service as described in the Memorandum 
of Agreement and Consent Decree between the United States and 
the state of Alaska entered into August 2 8, 1991;

ii. Public use of the Property shall include sport, 
personal use, and subsistence hunting, fishing, trapping, and 
recreational uses insofar as consistent with public safety and 
permitted under law or under a regulation of the Board of 
Fisheries or Board of Game;

iii. onoe the property has been conveyed to the State or 
to the United States, it may not be conveyed to any other 
entity for any purpose. In the event that there is an attempt 
by the State to convey the Property to any entity, then, upon 
notice from the Conservancy of its acceptance of the 
reversion, recorded in the real estate records for the Kodiak 
Island Borough, the Property shall revert to the conservancy. 
As soon thereafter as possible, upon acceptance by the United 
States, the Property shall be conveyed to the United States 
for inclusion in an appropriate federal conservation system 
unit as defined in section 102 of the Alaska national Interest 
tands Conservation Act, Public Law 96-487, or the Chugach 
National Forest. The Conservancy shall not be required to pay 
any costs or amounts for conveyance of the property to the 
State or to the United States, including, without limitation, 
any costs for title insurance and any amounts which may be 
owing Seal Bay Timber Co.

3. Management of tfre Property^ Subject to acquisition of the 
Property by the conservancy, the stata shall have full 
responsibility for management of the Property during the 
Conservancy's ownership of the Property. During the management

N A M M o p & a c M l f y G t m n U J #
Wrmbct*, 1993 3
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period the property shall be managed subject to the limitations 
described in paragraph 2(d)(1), above, and subject to the 
followings

a. The State shall pay any and all amounts owing on th© 
Property, including taxes and assessments on the Property, and any 
liens, or encumbrances, when due o r according to  their terms;

*
b. The State shall promptly pay for any services, labor and 

materials provided for, or used on the property, and shall not 
allow any mechanic's, laborman's, materialman's, or any other lien 
for services to attach to the Property;

c. The State shall comply in all material respects with all 
applicable laws, ordinances, regulations, statutes and rules 
relating to the Property, and every part thereof, and promptly 
notify the Conservancy of any notification from any governmental 
authority having jurisdiction, of any potential non-compliance with 
such laws or regulations, requiring any work to be done on the 
property or advising of any condition (including without limitation 
hazardous wastes) which would render the property unsafe.

d. The State shall not enter into any leases, trust deeds, 
mortgages, restrictions, encumbrances, liens, licenses or other 
instruments or agreements affecting the Property (each, an 
M Instrument1*) without the prior written consent of the C o n s e r v a n c y  
from and after the date of this Agreement. The conservancy shall 
not assume nor be deemed to have assumed any obligation or 
liability under any such Instrument.

e. The State warrants and represents that neither the 
execution nor delivery of this Agreement, nor consummation of the 
transaction contemplated hereby, nor fulfillment of nor compliance 
with the terms and conditions hereof contravenes any provision of 
any law, statute, rule or ordinance to which the State or the 
Property ~a subject, or conflicts with or results in a breach of or 
constitutes a default under any of the terms or conditions of any 
agreement or ir^trument to which State is a party or by which it is 
bound, or. constitutes a default under any of the foregoing, and 
there exists no default in respect of any obligation pertaining to 
the Property.

f . The conservancy shall not be required to pay any amounts 
under the Purchase Agreement, nor toward management of the 
Property, nor to satisfy any obligation related to the Property or 
any obligation of the state arising hereunder,

g. The state represents and warrants to the best of its 
information and belief after diligent inspection of the property

UVAWeiUUoisaMwlfleiAOMWitou^
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that the Property does not contain, has not been and will not be 
used in any manner for the storage, discharge, deposit, or dumping 
of any hazardous or toxic waste, substances or materials, and has 
no such contamination, whether of soil, groundwater or otherwise, 
and no activity on the Property has produced any such substances. 
The state represents and warrants that the Property does not 
contain underground tanks of any type, or any materials containing 
or producing any polychlorinated biphenyls or any asbestos.

h. The state shall meet with the Conservancy to discuss 
management of the Property as necessary.

4. Tndeanif loation, it is the intention of the parties that the 
Conservancy shall incur no cost, expense or liability whatsoever, 
whether known or unknown, foreseeable o r  not foreseeable, as a 
result of the Purchase Agreement, this Agreement or its ownership 
of the Property, except to the extent that any damages or injuries 
result from the negligent or wilful conduct of the Conservancy, its 
officers or employees. Accordingly, subject to appropriations for 
the purposes stated herein, and to the extent; permitted by law, the 
State shall indemnify, defend and hold harmless the Conservancy, 
its officers, agents and employees from liability of any kind or 
nature, including costs, expenses and legal expenses, for or on 
account of any and all agreements, contracts, use, ownership and 
condition of the Property, legal actions or claims of any character 
whatsoever resulting (a) from injuries or damages sustained by a 
person or persons or property on or about the Property, except to 
the extent that such injuries or damage result from the negligent ' 
or wilful conduct of the Conservanoy; (b) any taxes, assessments, 
penalties, late charges, liens or encumbrances on the Property; (o) 
any and all management costs and expenses; (d) any and all oasts 
and charges for services, labor and material on or associated with 
or for the benefit of the Property; (e) from use of the Property in 
any manner for .he storage of any hazardous or toxic waste, 
materials, discharge, deposit, dumping, or contamination, whether 
of soil, groundwater or otherwise; (t) all closing costs, escrow 
fees, recording costs and documentary fee, and all amounts owing 
under the Purchase Agreement; (g) from separate ownership, 
investigation, exploration, extraction, and processing of oil, gas, 
gravel, sand and minerals on and underlying the Property; (h) any 
and all ether coots, expenses, charges, levies, assessments, 
penalties or fees, whatsoever, which result from or arise from the 
Purchase Agreement, this Agreement, and the documents referenced 
herein, and the Conservancy's ownership of the Property.

5 . nn i m p r o v e d  P r o p e r t y . The parties agree that the Property is 
’•unimproved" property, as that term is used in Alaska Statute 
09.45.795, regarding limitation of landowner liability for use of 
property by a third party who is not charged an access fee.

t\AJdelAk«ii^3c^ySOwta»7Jiji
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6. Reimbursement _of Costs,. Quarterly, upon receipt from the 
Conservancy of an Invoice in substantially the same form as the 
attached Exhibit s , the State shall pay to the Conservancy all of 
its direct corts, including out-of pocket expenditures and salary 
costs, and overhead at the rate of 21.3% of the salary costs. 
Unless otherwise agreed to by the state, aosts incurred by the 
Conservancy during the Agreement term will not exceed $5,000 for 
services such as but not limited to staff salaries, telephone 
charges, supplies, and travel. The. Conservancy may request 
additional funds if they are necessary to comply with the terms of 
this agreement. The conservancy request for additional funds shall 
be submitted in writing prior to incurring the obligation and will 
not be unreasonably denied.

Reimbursements in excess of $5,000 shall be subject to state 
appropriation and Trustee council approval. All Conservancy 
invoices shall be submitted to the Commissioner, Department of 
Natural Resources.

The State may request the Conservancy to procure services from 
other vendors that m ay  be required in the performance of this 
agreement. Such requests will be made in writing by the state and 
invoices shall be submitted by the vendor to the Commissioner, 
Department of Natural Resources.

7. N ot ic e . Any notice or communications required or permitted to 
be given hereunder shall be given in writing and shall he delivered 
(I) in person, against raceipt, (ii) by certified mail, postage 
prepaid, return receipt requested, or (iii) by U.S. Express Mail or 
a commercial overnight courier that guarantees delivery within the 
next two business days. such notices shall be addressed as 
follows i

TO THE CONSERVANCY»

The Nature conservancy 
Alaska Field Office 
601 w. Fifth A v e . , Ste. 550 
Anchorage, A K  99501 
Attn: Steve Planchon

The Nature conservancy 
Western Regional Office 
2060 Broadway/ Suite 230 
Boulder, Colorado 80302 
Attn: Regional Attorney

TO THE STATE:

State of Alaska
Department of Natural Resources 
3601 c street, Suite 1210 
Anchorage, AK 99503 
Attn: Marty K. Rutherford

State of Alaska
Department of Natural Resources 
Director, Division of Land 
P.O. Box 107005 
Anchorage, AK 99510-7005

Mwoabar4»M»3 6
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N o t i c e  o f  c h a n g e  o f  a d d r e s s  s h a l l  h e  e f f e c t i v e  o n l y  w h e n  d o n s  
in  a c c o r d a n c e  w i t h  t h i s  P a r a g r a p h .  A l l  n o t i c e s  c o m p l y i n g  w i t h  t h i s  
P a r a g r a p h  s h a l l  h e  e f f e c t i v e  o n l y  u p o n  d e l i v e r y .

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

9. C o n s i s t e n t  W i t h  T r u s t e e  C o u n c i l  R e s o l u t i o n s ^  T h e  S t a t e  
a c k n o w l e d g e s  t h a t  t h i s  A g r e e m e n t  a n d  i t s  E x h i b i t s ,  a n d  t h e  S e l l e r ' s  
i n d e m n i f i c a t i o n ,  R e p r e s e n t a t i o n s  a n d  W a r r a n t i e s  a n d  i t s  E x h i b i t s ,  
a n d  s u c h  a d d i t i o n a l  d o c u m e n t s  a s  a r e  e x e c u t e d  b y  t h e  C o n s e r v a n c y  
f o r  t h e  p u r p o s e  o f  c o m p l e t i n g  t h i s  t r a n s a c t i o n ,  a r e  c o n s i s t e n t  w i t h  
t h e  E x x o n  V a l d e z  s e t t l e m e n t  T r u s t e e  C o u n c i l  R e s o l u t i o n s  a u t h o r i z i n g  
p u r c h a s e  o f  t h e  P r o p e r t y ,  a n d  a r e  i n  f u r t h e r a n c e  o f  t h o s e  
R e s o l u t i o n s .

1 0 .  M is c e l l a n e o u s ^ .

a . T h i s  A g r e e m e n t  i s  th" fu l l  a n d  c o m p l e t e  a g r e e m e n t  b e t w e e n  
t h e  p a r t i e s  a n d  s h a l l  n o t  b e  m  -dified e x c e p t  i n  w r i t i n g  s i g n e d  b y  
e ach.

b. T h e  r e p r e s e n t a t i o n s ,  w a r r a n t i e s ,  a g r e e m e n t s  a n d  
o b l i g a t i o n s  o f  t h e  s t a t e  s h a l l  s u r v i v e  t h e  c o n v e y a n c e  o f  t h e  
P r o p e r t y  t o  t h e  S t a t e  o r  t o  t h e  U n i t e d  s t a t e s ,  f o r  t h e  b e n e f i t  of 
t h e  C o n s e r v a n c y .
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E X H IB IT S

November 2, 1993 
Tracking #

TNC Center itJL

State of Alaska
Seal Bay

In vo ice # 1

Reference: Cooperative agreement between The Nature Conservancy of Alaska and 
the Alaska Department of Law for agreement #  in regards to the Seal Bay Project.

Salaries    $0
Travel         $0
Lodging/Meals ........................................................................................................... $0
Supplies .........................................................................................
Overhead (21.5%)  ...................................................    $0

TOTAL   $0

Please make check payable to The Nature Conservancy and remit to The Nature 
Conservancy, 501 West Fifth Avenue, Suite 550, Anchorage, Alaska 99501.

Thank you.

Sincerely,

Kathleen George 
Contract Administrator



Interim Protection Process

Seal Bay was selected by the Trustee Council fo r possible protection and acquistion 
as a result o f  an Interim Protection Process developed by the Council in response to widespread 
public comment about the ongoing destruction o f  habitat in the o il sp ill area. Its purpose was 
to identify those high value habitat areas in the o il spill area that were threatened with imminent 
habitat degradation.1 Nineteen parcels, including Seal Bay, were identified as imminently 
threatened and ranked as to their value fo r restoration purposes (See Parcel Ranking and 
Acreage Summary, page 14). The Trustee Council decided to pursue protection measures fo r 
the top five  parcels. The Kachemak Bay State Park inholdings were ranked number one and Seal 
B ay number two.

The steps in the Interim Protection Process are summarized on page 2. As part 
o f  the Interim  Protection Process, the Council determined that Seal Bay met the Interim 
Threshold Criteria which are described on page 3.

Parcels which satisfied the Interim Threshold criteria were evaluated using the 
Interim Evaluation/Ranking Criteria (page 4 ) and Criteria fo r Rating Benefit o f Parcel to 
injured Resources/Services (pages 5-7). These criteria detail to what degree specific resources 
and services would benefit from  acquisition o f  a particular parcel. The application o f  these 
criteria to the Seal Bay parcel is found on pages 8-10. This analysis details the potential benefit 
Seal B ay is expected to provide fo r each o f  the resources and services identified, as well as 
consideration o f  the parcel’ s ecological significance, adjacent land management, imminent threat 
status, protection objectives, available protection tools and recommended protection actions.

Fo llow ing negotiations with the landowner, the Tonki Cape parcel was added to 
the acquisition and evaluation process. The analysis o f  the Tonki Cape parcel is found on pages 
11 and 12.

A  numerical scoring and ranking system was applied to the evaluation process. 
This ranking, the Seal Bay Option Ranking Analysis, is included on page 13.

1 A  comprehensive evaluation o f  private lands in the spill area fo r purposes o f  restoration 
is a lso being developed. It should be ready fo r public comment in December.
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SUMMARY OF INTERIM PROTECTION PROCESS

A bstracted  from F igures 1 & 2 of the  F ram ew ork S u p p lem en t.

* Criteria #1 a n d  #3  can n o t be app lied  until approval is rece iv ed  from 
the T ru s tee  C ouncil to obtain this inform ation from lan d o w n ers .

2



Interim Threshold Criteria

"Approved by (he Trustee Council at their January 19 ,1993 m eeting.

T h e re  is a  w illing s e lle r  o f th e  p a rc e l o r p rope rty  right.

T h e  p a rc e l c on ta in s  k e y  h ab ita ts  that a re  lin ked  to , re p la c e , 
p ro v id e  the  equ iv a le n t o f, o r  substitu te  fo r  in ju red  re s o u rc e s  o r 
s e rv ic e s  b a s e d  on scien tific d a ta  o r  o th e r re le van t in fo rm ation .

T h e  s e l le r  a c kn ow le d g e s  that the g ove rnm en t c an n o t p u rch a se  
th e  p a rc e l o r  p rope rty  rights in e x c e s s  o f fa ir m a rke t v a lu e .

R e c o v e ry  o f th e  in ju red  re s o u rc e  o r  se rv ic e  w ou ld  b en e fit from  
p ro te c t io n  in add ition  to  th a t p ro v id e d  b y  th e  o w n e r  and  
a p p lic a b le  law s and  reg u la tion s .

T h e  a c q u ire d  p ro p e rty  righ ts cari re a s o n a b ly  b e  in c o rp o ra ted  
in to pub lic  land  m an agem en t sy s tem s .



Interim Evaluation/Ranking Criteria *
1 . T h e  p a rc e l c on ta in s  e s s e n t ia l h ab ita t (s )/s ite s  fo r  in ju red  sp e c ie s  o r 

s e rv ic e s . E s se n t ia l h ab ita ts  in c lude fe ed in g , rep rod uc tiv e , m olting , 
ro o s t in g , a n d  m ig ra tio n  c o n c e n tra t io n s ; e s s e n t ia l s ite s  in c lu d e  
k n ow n  o r  p re s u m e d  h igh p u b lic  u s e  a r e a s .  K e y  fa c to rs  fo r  
de te rm in ing  e s sen tia l hab ita t/s ites a re ;

a . p opu la tion  o r n um be r o f an im a ls  o r  n um b e r o f  pub lic u se rs .b. n um be r o f e s s en tia l h ab ita ts/s ites on  p a rc e l, and
c . qua lity  o f e s s en tia l hab ita ts/s ites .

2 . T h e  p a rc e l c an  fu n c tion  a s  a n  in tact e c o lo g ic a l unit o r  e s s e n t ia l
hab ita ts  on  the p a rc e l a re  linked  to o th e r e lem en ts /h a b ita ts  in the 
g re a te r e c o sy s tem .

3 . A d jac en t la n d  u s e s  w ill no t s ig n ific an t ly  d e g ra d e  the e c o lo g ic a l 
function o f the e s sen tia l h ab ita t(s ) in tended  fo r  p ro tec tion .

4 . P ro te c tio n  o f the h ab ita ts  on  p a rce l w ou ld  b en e fit m o re  than o n e
in ju re d  s p e c ie s / s e r v i c e  (u n le s s  p r o t e c t io n  o f a  s in g le  
sp e c ie s /se rv ic e  w ou ld  p rov id e  a  high re c o v e ry  b en e fit).

5 . T h e  p a rc e l c on ta in s  critica l hab ita t fo r a d e p le te d , ra re , th rea ten ed ,
o r e n d an g e red  sp e c ie s .

6 . E s s e n t ia l h a b ita t /s ite s  ori p a rc e l a re  v u ln e ra b le  o r  p o te n t ia lly
th rea ten ed  by  hum an  activity.

7 . M a n a g em e n t o f a d ja c e n t  la n d s  is, o r  c o u ld  e a s i ly  b e  m a d e
com pa tib le  with p ro tec tion  o f e ssen tia l h ab ita ts  on  p a rce l.

8 . T h e  p a rce l is lo c a ted  within the oil spill a ffe c te d  a re a .

'A pproved by the Trustee Council at their January 19, 1993 meeting.

4



CRITERIA FOR RATING BENEFIT OF PARCEL TO INJURED RESOURCES / SERVICES

INJURED RESOURCE 
/ SERVICE

HIGH MODERATE LOW

A nad rom ous Fish H igh density o f  anad rom ous 
stream s per parce l; m u ltip le  
in ju red species; and /o r system 
known to have exceptiona l 
productivity.

Average density o f  
anad rom ous stream s fo r 
a rea ; two o r  m ore  in ju red 
species present.

Few o r  no  stream s on 
parce l; one o r  less in ju red 
species.

B a ld  Eag le High density o f nests on parcel; 
and/or known c iitica l feeding 
area .

Average density o f  nests on 
o r  im m ediate ly ad jacent to 
parce l (a t least on e ); 
im portan t feeding area .

Few o r  no  nests on parce l; 
may be used fo r  perching 
and /o r feeding .

B lack Oystcrcatcher A rea  known to support nesting 
o r concentra tion area fo r  
feeding.

Possib le nesting; known 
feeding area .

P robab le  feeding.

C om m on  M u rre Known nesting on o r 
im m ediate ly adjacent to parcel.

Nesting in vicinity o f  parce l; 
known feeding concen tration  
adjacent to parcel.

Possib le  feeding in area 
ad jacent to parce l.

H a rb o r Seal Know n haul out on o r 
im mediate ly ad jacent to parce l.

P robab le  hau l outs in vicinity 
o f  parce l; p robab le  feed ing in 
nearshore  waters ad jacent to 
parcel.

P rob ab le  feeding in 
nea rsho re  waters.

H a rlequ in  Duck 

. . ..

Know n nesting o r  m olting  011 

parce l; feeding concen tra tion  
area .

P robab le  nesting on o r 
adjacent to parce l; p robab le  
feeding in stream , estuary, o r 
in te rtida l ad jacent to parce l.

P robab le  feeding and 
loa fing  in area adjacent to 
parce l.

Habitat Protection Working Group 02/16/93 Page 1



CRITERIA FOR RATING BENEFIT OF PARCEL TO INJURED RESOURCES / SERVICES

INJURED RESOURCE 
/SERVICE

HIGH MODERATE LOW

lutertidal/subtidal Biota Known high productivity/species 
richness. Oiled or adjacent to 
oiled area where recruitment 
may be important.

High productivity/species 
richness; not oiled or near 
oiled area.

Average
productivity/species 
richness; no documented 
shoreline oiling.

Marbled Murrelet Known nesting or high 
confidence that nesting occurs; 
concentrated feeding in 
nearshore waters.

Good nesting habitat 
characteristics; known 
feeding in nearshore waters 
adjacent to parcel.

Low likelihood o f nesting; 
possible feeding in 
nearshore waters.

Pigeon Guillemot Known nesting on or 
immediately adjacent to parcel; 
feeding concentrations in 
nearshore wateis.

Good nesting habitat 
characteristic; known feeding 
in nearshore waters adjacent 
to parcel.

Low likelihood o f nesting; 
possible feeding in 
nearshore waters.

River Otter Known high use o f parcel for 
denning/latrine sites.

Known or probable latrine 
and/or denning sites; known 
feeding in adjacent 
intertidal/streams/nearshore 
area.

Probable feeding in 
adjacent
intertidal/streams.

Sea Otter Known haulout or pupping 
concentrations.

Concentration area for 
feeding and/or shelter; 
potential pupping.

Feeding in adjacent 
waters.
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CRITERIA FOR RATING BENEFIT OF PARCEL TO INJURED RESOURCES / SERVICES

INJURED RESOURCE 
/ SERVICE

HIGH MODERATE LOW

RecreationA Aurism Receives high public use; highN 
visible to a large number o f 
recreationists/tourists; area 
nominated for special 
recreational designation.

Accessible by road, boat, or 
plane; adjacent area used for 
recreational boating; adjacent 
area receives high public use.

Occasional recreational 
use; access may be 
difficult.

Wilderness Area remote; little or no 
evidence o f human 
development.

Area remote; evidence o f 
human development.

Area accessible; 
high/moderate evidence of 
human development 
(roads, clearcuts, cabins).

Cultural Resources Documented concentration or 
significant cultural 
resources/sites on parcel.

Evidence o f cu ltural 
resources/sites on or adjacent 
to parcel.

Possible cultural 
resources/sites on parcel.

Subsistence Known resource harvest area; 
multiple resource use.

Known harvest area fo r at 
least one resource.

Possible harvest area.

Habitat Protection Working Group 02/16/93 Page 3



HABITAT PROTECTION PARCEL ANALYSIS

PARCEL #: K A P  01 parcel name: Sea l Bay
'LANDOWNER: A kh io k  ’PARCEL
Kaguyak / O ld  H a rb o r  acreage: i5 ,0 0 0

T otal E ffected 
ACREAGE: 2 5 3 ,0 0 0  ACREAGE: 1,600

INJURED RESOURCE 
/ SERVICE

POTENTIAL FOR 
BENEFIT

COMMENT

A nad rom ou s  F ish M ode ra te Six docum en ted  anad rom ou s 
stream s; p ink , sockeye, coho , D o lly  
V a rd en , stee lhead .

B a ld  E ag le H igh F ou rty  two docum ented nest sites; 
feed ing  and roosting  a long 
sho re lin e .

B la c k  O vsterca tche r M ode ra te Feed ing  in in te rtid a l; p robab le  
nesting a long  sho re lin e  and 
nea rsh o re  islets.

C om m on  M u rre N one
H a rb o r  Sea l M ode ra te A re a  h isto rica lly  suppo rted  large 

num bers o f  seals. Feed ing in 
n ea rsh o re  w aters and hau l-ou ts on  
nea rsho re  rocks.

H a r le q u in  D u ck M ode ra te U p  to 64 b irds observed in Sea l 
Bay. N ea rsh o re  hab itat appears 1 
good  fo r  feed ing  and m olting . 
P o ten tia l fo r  nesting appea rs low . ;

In te rtid a l/sub tid a l b io ta M ode ra te P roductive  she lte red  rocky  
in te rtid a l and sha llow  subtida l 
hab itat. S teep s lopes ad jacen t to  
in te rtid a l m ay becom e source o f  
e ro s ion  sed im entation . N o  
docum ented o ilin g  o f  sho re lin e .

M a rb led  M u rre le t H igh H igh con fid ence that nesting 
occurs on pa rce l; good nesting 
hab itat characteristics; high use o f  
ad jacen t m arin e  waters fo r  
feeding.

Habitat Protection Working Group 02/16/93 KAP 01.1



HABITAT PROTECTION PARCEL ANALYSIS

PARCEL K A P  01 parcel name: Sea l Bay
P ig eon  G u illem o t M oderate D ocum en ted  nesting o f  up  to 36 

b irds on  o r  im m ed iate ly  ad jacen t 
to p a rce l; feed ing in nea rsho re  
waters.

R iv e r  O t te r M ode ra te P ro b a b le  feed ing and la trin e  sites 
a long  sh o re lin e . Possib le  denning. 
H ab ita t characteristics app ea r very 
fa v o rab le  fo r  rive r otters.

S ea  O tte r M odera te K n ow n  concen tra tion  a rea  o f f  
T o ls to i P o in t  Feeding in 
nea rsh o re  waters.

R ec re a tio n /T ou rism M oderate A re a  has h isto rica lly  supported  
high v a lu e  w ilderness-based 
rec rea tion  fo r  boats and lodge. 
Access was p rev ious ly  d ifficu lt but 
is now  road  accessible.

W ild e rn e ss M odera te W ild e rn ess  characteristics a re  
dec lin ing . R ecen t c learcu ts and 
ro ad  a re  visib le.

C u ltu ra i R esou rces M odera te Six a rcheo log ica l sites docum ented 
on pa rce l.

Subsistence Low M arin e  invertebrates , deer, e lk , 
possib ly m arine  m am m als.

ecological significance: Th is pa rce l contains o ld  grow th fo re s t hab itat ad jacen t to 
h igh ly p roduc tive  m a rin e  waters. S tream s w ithin the pa rce l suppo rt a d iversity o f  
an ad rom ou s  fish . Fo rests  on  this parcel are suspected o f  p rov id ing high va lue 
m a rb led  m u rre le t nesting hab itat. W ilderness rec rea tion  values, p a rticu la r ly  fo r  
fish ing and hunting a re  high. Pa rce l supports n on -in ju red  species including deer, e lk . 
and b row n bear.
adjacent land management: A fog n ak  Jo in t V en tu re : p r im a rily  fo r  tim ber harvest and 
tree  fa rm ing .
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HABITAT PROTECTION PARCEL ANALYSIS

PARCEL tf: K A P  01 parcel name: S ea l B ay
imminent threat/opportunity: A  p o rtio n  o f  this p a rce l is p roposed  fo r  logg ing in 1993 as 
an  extension o f an ongoing tim ber m anagem ent o p e ra t io n  by K o n c o r  F o re s t 
P roducts . A kh iok -K aguyak  has expressed an in te rest in discussing hab ita t p ro tec tion  
fo r  rem a ind e r o f p a rce l. __________________ ________________
protection objective: 1 ) M a in ta in  w ater qua lity  and r ip a ria n  hab ita t f o r  anad rom ous 
fish ; 2 )  m ain ta in  m a rb led  m u rre le t and ba ld  eag le  nesting hab ita t; 3 )  m ain ta in  and 
enhance w ilderness-based rec rea tion a l op p o rtu n ities.___________________________________
useful protection tool(s): T im b e r acquisition; fee  tit le  acqu isition ; c oop e ra tiv e  
m anagem en t agreem ent; conse rva tion  easem ent. _____________________
recommended action: Th is is one  o f  highest p r io r ity  im m inen t th re a t pa rce ls ; request 
A kh iok /K agu yak /O ld  H a rb o r  jo in t  venture to p rov id e  in te rim  p ro te c tion ; discuss 
op tion s fo r  long -te rm  p ro tec tion .

1. P a rties o th e r than landow ner m ay own p a rtia l righ ts (e .g ., tim ber, m in e ra ls ).

2 . A re a  eva luated .

3. E stim ated acreage he ld  by the owner in the sp ill a rea .

4. E stim ated area to be a ffec ted  by imm inent deve lopm en t activity.

Habitat Protection Working Group 02/16/93
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HABITAT PROTECTION / ACQUISITION PARCEL SUMMARY

PARCEL K A P  01A parcel name: T onk i Cape
'landqwner: Akhiok/Kaguyak 

dba Seal Bay Timber 
Company

PARCEL
ACREAGE: 2 4 ,3 8 4

T̂OTAL
ACREAGE; 2 5 3 ,0 0 0

INJURED SPECIES / 
SERVICE

POTENTIAL FOR 
BENEFIT

COMMENT

Anadromous Fish Low One documented anadromous 
stream /lake #10010 -0010 ; sockeye, 
D o lly  Varden; probable rearing 
habitat along shoreline in litt le  
T onk i Bay.

Ba ld  Eag le Moderate Seven documented nest sites; 
feeding and perching along 
shoreline.

B la ck  Oystercatcher M-vierate Feeding and loafing along shoreline; 
potential nesting on gravel beaches.

Common M u rre Low Potentia l feeding in nearshore 
waters.

H arbor Seal Low Potentia l feeding in nearshore 
waters.

Harlequin D uck Low Potentia l feeding and loa fing on 
nearshore rocks.

TntertidaLsubtidal biota Moderate Predom inently exposed rocky 
habitat; scattered kelp beds.

M arb led Murreiet Moderate Forested slopes; potential feeding 
areas nearshore.

P igeon Guillem ot Moderate Suitable nesting habitat in places; 
p robab le feeding in nearshore 
waters.

R iv e r Otter Low Genera lly  steep shorelines with no 
anadromous streams.

H ab ita t P ro te c tio n  W o rk in g  G rou p  0 7 / 1 3 / 9 3
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HABITAT PROTECTION / ACQ UISITION PARCEL SUM M ARY

Sea Otter Moderate Feeding and shelter concentrations 
near kelp beds and heads o f  bays. !

Recreation/T  ouris m Low Remote; d ifficu lt access: area 
receives low  leve ls o f  use fo r  bear, 
deer and e lk  hunting.

W ilderness HighV M in im a l evidence o f  human acdvity.
Cu ltu ra l Resources
Subsistence

: . .: ; : r~ rr • r .1 — - • * -

Low

2:”

Potentia l deer and e lk  hunting, 
m arine mammals, marine 
invertebrates.

i :.U:y.f j.v,;-?.)'?' yr :]■ ' <V'i:;?"|vr ■; \-̂ v; : '

ecological significance: This includes predom inently steep forested slopes with high bench 
meadows. Tonki Peninsuia is m ajo r denning area fo r  brown bears on A fognak Is land and 
has h istorica lly  s u p p o r t  high e lk  and deer populations. Portion o f  the watershed o f  
anadromous stream /lake # 10020 -2 009  in litt le  T on ld  Bay are within parcei.
a d j a c e n t  l a n d  m a n a g e m e n t :  A fognak Joint Venture has fo u r secaon inholding at head o f  
litt le  T onk i Bay; State o f  A laska owns lands at isthmus between peninsula and A fognak 
Is land.
i m m i n e n t  t h r e a t / o p p o r t u n i t y :  Area contains potential commercia l forest.
protection objective: M aintain wilderness characteristics; maintain access fo r  recreational 
use including hunting and fish ing.
u s e f u l  p r o t e c t i o n  t o o l i s i : Fee title

H ab ita t P ro te c t io n  W o rk in g  G roup  0 7 / 1 3 / 9 3



SEAL BAY OPTION RANKING ANALYSIS

i i i i i i l i l l l l f l i J S If i i i s l i i f i tap!
n»
n 111 !H U M

||| Uh;
S i l l mfi H Il i i i

i i M i t S l l i l l  » ! I I I 1 ■ ■ m m i l l> h:.‘ I I i f l f i N ul&h i • 1 1 1 ■ j | | r
i I I

1KAP 01 S ea l B ay 2-H, 11-M Y N Y IM Y N Y a
8 1 1 1

KAP01A Ton ld  C ape 1-H, 6-M Y N Y PJ Y N Y I I1 1 I S
1. Parties other than landowner may own partial rights (e .g ., timber, m inerals).

2 . Estimated acreage held by the owner in the spill area.

3. Refer to Interim Evaluation and Ranking Criteria.
Criteria 2 - 8

N =  No (docs not meet criteria)
Y  =  Yes (does meet criteria)

Criteria 1 from table: "Criteria fo r  Katins Benefit o f Parcel to Injured Resources/Services" 
H =  High Benefit 
M =  Moderate Benefit
L  =  Low Benefit (not included in this analysis)

4 . Scoring Formula: Parcel Score =  (Sum o f  H +  (0 .5  x Sum o f M )) x Sum o f  Y 
Example: KAP 08 Score =  (3  +  (0 .5  x 10)) x 6  =  (3  +  5 ) x 6  =  48
Note: Formula emphasizes degree o f  linkage to injured resource/service.
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PARCEL RANKING AND ACREAGE SUMMARY

RANK PARCEL# NAME ACREAGE SCORE
Imminent Threat Parcels

1 cncoi Ch ina Poot, K achem ak  Bay 7 ,5 00 45
2 K A P  01 Sea l Bay, A fog nak  I. 15 ,000 30
3 PW S  04 F ish Bay, P o rt F id a lg o 1,700 27
4 P W S  02 Pow er C reek , C o rd ova 1,300 24
5 CEK  05 Low e r Kenai Pen insu la 3 ,0 0 0 22.5
6 PW S  06 Pa tton  Bay, M ontague I. 3 ,3 0 0 18
7 PW S  03 Tw o M oon  Bay, P o r t  F ida lg o 2 ,1 00 14
8 P W S  01 O rca  Narrow s / N e lson  Bay 3 ,500 12
9 K A P  03 Izhu t Bay, A fognak  I. 1 ,000 10
9 K A P  04 K a za k o f Bay, A fogn ak  I. 1 ,500 10
10 CEK 04 P o r t  G raham  A llo tm en ts 200 8
11 C IK  02 Sad ie Cove, K achem ak Bay 400 7.5
12 C IK  03 J a k a lo f Bay, K achem ak Bay 600 6
12 K A P  02 Pau ls Lake, A fognak  I. 500 6
13 PW S  05 Eyak R iver, C o rd ova 100 5
L4 C IK  07 R ocky  Bay 100 3
15 K A P  05 D ange r C reek , A fog nak  I. 120 1
15 K A P  06 P a ram rn o f C r., A fog nak  I. 5 00 1
16 C IK  06 W indy Bay 400 0

T O T A L  IM M IN E N T  T H R E A T  A C R E S 42 ,3 20
Opportunity Parcels

1 PW S  0 7 Chenega I./E sham v/Jackpot 5 7 ,0 0 0 60
7 K A P  08 Shuvak Strait, A fognak  I. 5 1 ,0 00 48
3 K A P  0 7 A lita k  Bay, K od ia k  I. 2 3 0 ,0 0 0 30

T O T A L  O P P O R T U N IT Y  A C R E S 338 ,000
T O T A L  A C R E S  A N A L Y Z E D 380 ,3 20

H ab ita t P ro te c tion  W o rk ing  G rou p  0 2 /1 6 /9 3
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Akhiok-Kaguyaky Inc.
5028 Mills Drive 

Anchorage, Alaska 99508

Old Harbor 
Native Corporation

P.O. Box 71 
Old Harbor, Alaska 99643

N o v e m b e r  4, 1993

C h a r l e s  C o le, Esq.
A t t o r n e y  G e n e r a l  f o r  t h e  

S t a t e  o f  A l a s k a  
D e p a r t m e n t  of  L a w  
C a p i t o l  B u i l d i n g ,  F o u r t h  F l o o r  
120 F o u r t h  S t r e e t  
J u n e a u ,  A l a s k a  9 9 8 0 1

Mr. C a r l  R o s i e r  
C o m m i s s i o n e r  
S t a t e  o f  A l a s k a  
D e p a r t m e n t  o f  F i s h  & G a m e  
1 2 5 5  W e s t  E i g h t h  S t r e e t  
J u n e a u ,  A l a s k a  9 9 8 0 2

Mr. J o h n  S a n d o r  
C o m m i s s i o n e r  
S t a t e  o f  A l a s k a  
D e p a r t m e n t  of  E n v i r o n m e n t a l  

C o n s e r v a t i o n  
4 1 0  W i l l o u g h b y  A v e n u e ,  S u i t e  105 
J u n e a u ,  A l a s k a  9 9 8 0 1 - 1 7 9 5

Mr. M i k e  B a r t o n  
R e g i o n a l  F o r e s t e r  
U n i t e d  S t a t e s  D e p a r t m e n t  

o f  A g r i c u l t u r e  
U n i t e d  S t a t e s  F o r e s t  S e r v i c e  
7 0 9  W e s t  N i n t h  S t r e e t ,  R o o m  249 
J u n e a u ,  A l a s k a  9 9 8 0 2

Mr. P a u l  G a t e s
R e g i o n a l  E n v i r o n m e n t a l  O f f i c e r  
U n i t e d  S t a t e s  D e p a r t m e n t  

o f  I n t e r i o r  
O f f i c e  o f  t h e  S e c r e t a r y  
1 6 8 9  "C" S t r e e t ,  S u i t e  119 
A n c h o r a g e ,  A l a s k a  9 9 5 0 1

Mr. S t e v e  P e n n o y e r  
D i r e c t o r
N a t i o n a l  M a r i n e  F i s h e r i e s  

S e r v i c e  
U n i t e d  S t a t e s  D e p a r t m e n t  

o f  C o m m e r c e  
F e d e r a l  B u i l d i n g  A n n e x  
9 1 0 9  M e n d e n h a l l  R o a d ,  S u i t e  6 
J u n e a u ,  A l a s k a  9 9 8 0 1

D e a r  M e m b e r s  o f  t h e  T r u s t e e  C o u n c i l :

R e c e n t l y ,  w e  h a v e  l e a r n e d  o f  t h e  i n t e r e s t  o f  g o v e r n m e n t a l  
o f f i c i a l s  a n d  o t h e r s  in t h e  p l a n s  t h a t  N a t i v e  c o r p o r a t i o n s  h a v e  f o r  
t h e  u s e  o f  t h e  p r o c e e d s  o f  t h e  s a l e  o f  s o m e  o f  t h e i r  l a n d s  r e c e i v e d  
u n d e r  t h e  A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  A c t  (ANCSA) t h r o u g h  t h e  
E X X O N  V A L D E Z  O i l  S p i l l  T r u s t e e  C o u n c i l  p r o c e s s .

E v e n  t h o u g h  y o u  a n d  o t h e r  m e m b e r s  o f  t h e  E X X O N  V A L D E Z  O i l  
S p i l l  T r u s t e e  C o u n c i l  h a v e  n o t  r e q u e s t e d  i n f o r m a t i o n  f r o m  u s  
r e g a r d i n g  o u r  c o r p o r a t i o n s '  l a n d s  w h i c h  a r e  p a r t  o f  t h e  C o u n c i l ' s  
S e a l  B a y  a c q u i s i t i o n  p r o p o s a l ,  w e  w o u l d  l i k e  t o  s h a r e  w i t h  y o u  o u r



E X X O N  V A L D E Z  O i l  S p i l l  
T r u s t e e  C o u n c i l  

N o v e m b e r  4, 1993 
P a g e  2

g e n e r a l  p l a n  f o r  t h e  u s e  of t h e  n e t  p r o c e e d s  o f  t h e  s a l e  of t h o s e  
lands.

A l t h o u g h ,  as y o u  a r e  aware, t h e  d e c i s i o n  as  to  w h a t  t o  d o  w i t h  
A N C S A  l a n d s  u n d e r  t h e  l a w  r e s t s  s o l e l y  w i t h  t h e  N a t i v e  c o r p o r a t i o n s  
i n v o l v e d ,  w e  h a v e  c h o s e n  t o  p r o v i d e  t o  t h e  T r u s t e e  C o u n c i l  (and b y  
s e p a r a t e  l e t t e r ,  t o  t h e  S t a t e  L e g i s l a t i v e  B u d g e t  a n d  A u d i t  
C o m m i t t e e ) , t h e  f o l l o w i n g  i n f o r m a t i o n  t o  h e l p  f a c i l i t a t e  a n d  
e x p e d i t e  t h e  f i n a l  s t e p s  in t h e  l a n d  a c q u i s i t i o n  p r o c e s s  as it 
p e r t a i n s  t o  S e a l  B a y  T i m b e r  C o m p a n y .

I n  o r d e r  t o  (1) p r o v i d e  t h e  s h a r e h o l d e r s  o f  O l d  H a r b o r  N a t i v e  
C o r p o r a t i o n  a n d  A k h i o k - K a g u y a k ,  Inc., o w n e r s  o f  S e a l  B a y  T i m b e r  
C o m p a n y ,  w i t h  a v e r y  m o d e s t ,  b u t  s t a b l e ,  i n c o m e  s o u r c e ,  a n d  (2) 
p r o v i d e  a p e r p e t u a l  e c o n o m i c  d e v e l o p m e n t  s t i m u l u s  (and d i v e r s i f i c a­
tion) f o r  o u r  r e g i o n ,  o u r  c o r p o r a t i o n s  h a v e  d e t e r m i n e d  t h a t  t h e  n e t  
p r o c e e d s  f r o m  t h e  s a l e  of  a n y  o f  o u r  l a n d s  a t  S e a l  B a y  a r e  t o  b e  
i n v e s t e d  in r e s p e c t i v e  p e r m a n e n t  " S h a r e h o l d e r  F u n d s . "

T h e  c o r p u s  o f  t h e s e  F u n d s  w i l l  b e  p r o t e c t e d  f r o m  i n v a s i o n  a n d  
t h e  i n t e r e s t  i n c o m e  w i l l  b e  u s e d  t o  i n f l a t i o n - p r o o f  t h e  F u n d s  a n d  
p r o v i d e  f o r  t h e i r  r e a l  g r o w t h .  O u r  c o r p o r a t i o n s  a r e  r e l y i n g  on 
t h i s  a p p r o a c h  s o  t h a t  t h e  F u n d s  c a n  p r o d u c e  d i v i d e n d s  t o  s h a r e h o l d­
er s  in p e r p e t u i t y ,  a n d  h e l p  p r o v i d e  for e c o n o m i c  a n d  j o b  d e v e l o p­
m e n t  o p p o r t u n i t i e s  in o u r  area.

A m o n g  t h e  b a s i c  p u r p o s e s  o f  A N C S A  is t o  a s s i s t  A l a s k a  N a t i v e s  
in b e c o m i n g  m o r e  e c o n o m i c a l l y  s e l f - s u s t a i n i n g  t h r o u g h  t h e  u s e  of 
t h e i r  o w n  l a n d s  a n d  e f f o r t ,  w h i l e  p r e s e r v i n g  t o  t h e  g r e a t e s t  d e g r e e  
p o s s i b l e ,  t h e i r  c u l t u r e  a n d  t h e  v i a b i l i t y  o f  t h e  r u r a l  A l a s k a n  w a y  
of  life. O u r  c o r p o r a t i o n s  h a v e  d e t e r m i n e d  t h a t  t h e  a c q u i s i t i o n  at 
Seal B a y  b y  t h e  T r u s t e e  C o u n c i l  r e p r e s e n t s  a m a j o r  a n d  a p p r o p r i a t e  
s t e p  in  t h e  f u l f i l l m e n t  o f  t h e  c e n t r a l  p u r p o s e s  o f  A N C S A .  It w o u l d  
a l s o  p r o v i d e  a s u b s t a n t i a l  p u b l i c  b e n e f i t  t o  t h e  c i t i z e n s  o f  A l a s k a  
a n d  t o  t h e  w i l d l i f e  r e s o u r c e s  o f  t h e  r e g i o n .

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

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

W e  h a v e  a t t e m p t e d  t o  w o r k  w i t h  t h e  T r u s t e e  C o u n c i l  t o  e n s u r e  
t h a t  t h r o u g h  v a l i d  a p p r a i s a l s  a n d  t h r o u g h  o u r  c o r p o r a t i o n s '  
c o n t r i b u t i o n  o f  c e r t a i n  a d d i t i o n a l  w i l d l i f e  h a b i t a t  to t h e  
a c q u i s i t i o n  p a c k a g e ,  t h e  p u b l i c ' s  i n t e r e s t  w i l l  b e  w e l l  s e r v e d  by 
t h e  S e a l  B a y  a c q u i s i t i o n .
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E X X O N  V A L D E Z  O i l  S p i l l  
T r u s t e e  C o u n c i l  

N o v e m b e r  4, 1993 
P a g e  3

W e  a p p r e c i a t e  t h e  i n t e r e s t  o f  t h e  C o u n c i l  in p u r s u i n g  t h i s  
a c q u i s i t i o n ,  a n d  b e l i e v e  t h a t  it c o u l d  t u r n  o u t  t o  b e  o n e  o f  t h e  
m o s t  p o s i t i v e  a c h i e v e m e n t s  o f  g o v e r n m e n t  t o  r e s u l t  f r o m  t h e  t r a g i c  
oi l  s p i l l  w h i c h  inj\*red t h e  l a n d s  o f  t h e  K o d i a k  a r c h i p e l a g o  a n d  t h e  
w i l d l i f e  a n d  o t h e r  n a t u r a l  r e s o u r c e s  o f  o u r  r e g i o n ,  as  w e l l  as 
a d v e r s e l y  a f f e c t e d  o u r  p e o p l e ,  t h e i r  l i v e s  a n d  t h e i r  l i v e l i h o o d s .

S i n c e r e l y ,

R a l p h  E l u s k a
P r e s i d e n t
A K H I O K - K A G U Y A K , INC.

E m i l  C h r i s t i a n s e n  
P r e s i d e n t
O L D  H A R B O R  N A T I V E  C O R P O R A T I O N



K o d i a k  I s l a n d  B o r o u g h

710 MILL BAY ROAD 
KODIAK, ALASKA 99415-6340 

PHONE (907 ) 486-5736

O c t o b e r  1, 1993

C h a r l e s  S. Col©, Esq.
A t t o r n e y  G e n e r a l
S t a t e  o f  A l a s k a
D e p a r t m e n t  o f  L a w
O f f i c e  o f  t h e  A t t o r n e y  G e n e r a l
E n v i r o n m e n t a l  S e c t i o n
1 0 3 1  W e s t  4 t h  A v e . ,  S u i t e  200
A n c h o r a g e ,  A K  9 9 5 0 1

D e a r  C h a r l i e :

T h e  K o d i a k  I s l a n d  B o r o u g h  s u p p o r t s  t h e  e f f o r t s  o f  t h e  E x x o n  
V a l d e z  o i l  S p i l l  T r u s t e e  C o u n c i l  t o  a c q u i r e  t h e  S e a l  B a y  a n d  
T o n k i  C a p e  l a n d  l o c a t e d  o n  A f o g n a k  I s l a n d .  W e  a r e  v e r y  
p l e a s e d  t h a t  a n  a g r e e m e n t  c o u l d  b e  r e a c h e d  w h i c h  s t o p p e d  t h e  
l o g g i n g  of  t n e s e  l a n d s  a n d  p r o v i d e d  a f a i r  e c o n o m i c  r e t u r n  
t o  t h e  o w n e r s  o f  t h e  p r o p e r t y .

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

C o n g r a t u l a t i o n s  o n  a j o b  w e l l  done.

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

S i n c e r e l y ,

K O D I A K  I S L A N D  B O R O U G H
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WHEREAS,

WHEREAS,

WHEREAS,
WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

W H E R E A S ,

WHEREAS,

lntioduc«J by: Mayor Selby
Requested by: Mayor Selby
Diafted by: Mayor Selby
Introduced: 11/04793
Adopted: 11/04/83

KODIAK. ISLAND BOROUGH 
RESOLUTION NO. 33 -37

A RESOLUTION in  SUPPORT OF THE ACQUISITION 
OF THE SEAL BAY A N D  TONKI CAPE LAND 

BY THE EXXON VALDEZ SETTLEMENT TRUSTEE COUNCIL

the Exxon Valdez Settlement Trustee Council has come to an agreement 
to purchase approximately 4 1 ,0 0 0  acres o f land on Afognak Island 
located at Seal Bay and Tonki Cape from  Saal Bay Timber Company; and
the lands are within the area affected by the Exxon Valdez oil soil!; and 
the lands are threatened with imminent clear-cut logging; end
the lands include important habitat fo r sevaral species o f wildlife 
including marbled murrelet, harlequin ducks, black oyster catches, river 
otters, harbor seals, sea otters, bald eagtes. brown bear, deer, and elk; 
and
Seal Bay has historically supported high value wilderness based 
recreation, including commercial guiding, and recreational and 
subsistence deer end elk hunting; and
the land contains important salmon habitat which is vital to the 
commercial fishing industry; and
commercial fishing, guiding and tourism are all important elements o f the 
local economy; and
there is widespread public support within the Kodiak Island Borough fo r 
the acquisition o f  the land; and
the purchase o f the lend is an appropriate method to restore a portion o f 
the resources damaged in the Exxon Valdez oil spill; and

Kadiak Island Borough, A£s*S Resolution no . 83*37 
Peg* i of 2



05/93 11:50 ©'9072796211

MOV 05 '53 10:43 KODIPK T m .AND 20R.

Bliss Rlordan

WHEREAS, this purchase presents a unique opportunity to protect and preserve a 
wilderness habitat which Is important fo r recreation and fo rm e  long-term 
interests o f the local economy; and

WHEREAS, tine acquisition o f  these lands adjacent to other State owned wildlife

MOW. THEREFORE, BE IT RESOLVED BY THE ASSEMBLY OF THE KODIAK ISLAND
BOROUGH THAT:
Section 1; The Kodiak island Borough supports the acquisition by the Exxon Valde2 

Settlement Trustee Council o f the Seal Bay and Tonki Cape land located 
on Afognak1 Island.

Section 2 : The Kadiak Island Borough wholeheartedly supports the approval o f this
acquisition by the State o f Alaska legislature Budget- and Audit 
Committee.

ADOPTED BY THE ASSEMBLY OF THE KODIAK ISLAND BOROUGH 
THIS Alh DAY OF NOVEMBER. 1 9 9 3

habitats is In me best interest o f the State o f Alaska arid fo r many 
residents from the Kenei Peninsula anti Kodiak Island who recreate in this 
area;

KODIAK ISLAND BOROUGH

ATTEST:

i^onne F. Smith, CMC, Borough Clerk

Kodiak island Borough, Alaska Resolution No. 93-37
Page 2 of 2
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November 4, 1993

Charles S. Cole, Esq., Attorney General 
State of Alaska, Department of Law 
1031 West 4th Avenue, Suite 200 
Anchorage, Alaska 99501

Dear Charlie:

T 3

The City of Kodiak supports the efforts of the Exxon Valdez Oil Spill Trustee Council 
to acquire the Afognak Island land located at Seal Bay and Tonki Cape. We are pleased 
that an agreement could be reached which stopped the logging of these lands and provided 
a fair economic return to the owners of the property.

The opportunity to protect and preserve pristine wilderness habitat does not present itself 
often. The Trustee Council is to be commended for moving decisively and swiftly in 
negotiating the purchase and we support efforts to keep this property in State, not Federal 
hands.

If we can be of any assistance in this transaction, please call me. Congratulations on a job 
well done!

Sincerely,

CITY OR KODIAK

Gary Bloomquist 
City Manager
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K O D I A K  
C H A M B E R  
O F  C O M M E R C E

P.O. Box 1485, Kodiak, Alaska WI6L5 (0(T7) 486-5557 FAX: (907) 486-7605

Februaiy 28, 1994

Honorablo Walter J. Hickol 
Governor 
State o f  Alaska 
P .O . Box 110001 
Juneau, AK. 99811-0001

TVflr frovcrnnr Htrkal,

The Board o f  Directors o f  the Kodiak Chamber o f  Commerce has votod to support the creation 
o f  a State Pa ri on Afognak Island. This park would be created from lands acquired by the Exxon 
Valdez iienlei.ient Trustee Council at Seal Bay and Tonki Cape. This land has been conveyed to the 
Nature Conservancy who is now required to convey the lands to the State o f  Alaska. We are pleased 
that the council agreed to purchase these lands and provide a fair economic return to the owners o f  the 
property.

The opportunity to protect and preserve pristine wilderness habitat does not present itself often. 
Likewise, the opportunity to gather as much community support fo r a project o f  this magnitude is also 
rare. The creation o f  a State Park on Afognak Island will encourage the continued development o f  the 
visitor industry in Kodiak. The visitor industry has the potential to bring benefits to this community 
long after the benefits derived from logging have expired.

Additionally, the ability o f  the State to manage this land for the benefit o f  a ll State residents is 
a much more palatable idea than the alternative. By not creating a State pork with these lands, we 
allow  the land to fa ll into the hands o f  the Federal government by default. The proposed regulations 
contained in the legislation provide for reasonable access for lawflil sport and subsistence hunting and 
fishing, personal use fishing, trapping, recreational use, and commercial fishing. These are use* that 
the Federal government w ill not allow on their lands.

The Kodiak Chamber o f  Commerce urges you to give this land on Afognak Island the final 
approval it needs to become a State park. We believe that the acquisition o f  these lands will pay 
dividends to (he landowners, and our community, well into the fixture. We appreciate your careftil 
attention and thoughtflil consideration o f  this matter.

Youra in economic prosperity.

Alan L. Schmitt 
President

D e d i c a t e d  t o  K o d ia k 's  F u t u r e



N o r t h w e s t  S e f i n e t t e r s  A s s o c i a t i o n
Bex 370 , Kadiak . A laska M 8 I 5

N o v e m b e r  2, 1993

VIA FAX AND M A I L

R a n d y  P h i l l i p s  
Chair m a n ,
L e g i s l a t i v e  Budget and Audit c o m m i t t e e
P.O. B O X  142
E a g l e  River, Ak 99577

Re: Seal Bay Purchase 

D e a r  Mr. Phillips:

T h e  N o r t h w e s t  S e t n etters A s s o c i a t i o n  w i s h e s  to  e x p r e s s  its 
s u p p o r t  for the Exxon Val d e z  T r u s t e e  C o u ncil's' p u r c h a s e  of Seal 
B a y  a n d  s u r r o u n d i n g  area. O u r  g r o u p  r e p r e s e n t s  all of the s e t n e t  
f i s h e r m e n  in p r o x i m i t y  to Seal Bay. We  d o n't k n o w  of a s i n g l e  
m e m b e r  of the N o r t h w e s t  s e t n e t t e r s  who o p p o s e s  the Seal B a y  sale. 
M o r e o v e r ,  we h a v e  not h e a r d  of an y o n e  in t h e  e n t i r e  K o d i a k  f i s h i n g  
c o m m u n i t y  w h o  opposes this sale.

W e  b e l i e v e  t h e  Seal Bay sa l e  is a w i n / w i n  s i t u a t i o n  for all 
involved. T h e  Native c o r p o r a t i o n s  o b t a i n  fair c o m p e n s a t i o n  for 
t h a i r  resources, p r e s e r v a t i o n  of i m p o r t a n t  s a l m o n  h a b i t a t  w i l l  
b e n e f i t  f i s h e r m e n  and the p e o p l e  of A l a s k a  wi l l  be a b l e  to manage, 
u s e  a n d  e n j o y  a large p r i s t i n e  n a t u r a l  area. On  t h e  o t h e r  hand, 
if Se a l  B a y  is not purchased, it wi l l  be  logged. Bo t h  t h e  p e o p l e  of 
A l a s k a  a n d  K o d i a k  f i s h e r m e n  w i l l  lose out. As y o u  m a y  know, 
f i s h e r m e n  are a l r e a d y  g r e a t l y  c o n c e r n e d  a b out c h a n g e s  to salmon 
h a b i t a t  r e s u l t i n g  from l o g ging e l s e w h e r e  o n  A f o g n a k  island.

T h a n k  y o u  for your c o n s i d e r a t i o n  of the N o r t h w e s t  Setnetters' 
s u p p o r t  for t h e  p u r c h a s e  of s e a l  Bay. w e  e n c o u r a g e  y o u  to do  
w h a t e v e r  y o u  c a n  to see that the Seal B a y  s a l e  is finalized.

1

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

cc. L e g i s l a t i v e  A u d i t  & 
B u d g e t  C o m m i t t e e

& J Z  t ' . U Z 9 Z L Z m - 9  9  a Ii9 Q3  Bincr : ai:CI : CS-t -II 1 \ 3 S
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PRISTINE CHAPTERS 
1219 Baranof

Kodiak, AK 99616

November 4, 1993

Honorable Randy Phillip#
Chairman, Legislative Budget

A Audit Gommlnae 
Juneau, AJtrahn

Dm : Chairmen Phillip# and Members of ths Committee:

A# e cnarter boat operator in Kodiak, I wlah to convey my •treng 
support or th« Exxon Valdes Trustee Council acquisition of wildlife habitat 
at deal Bay on nearby Afognak Island.

My business Involves the traditional sport fluhlng aotlvldas anjoyed 
In Alaska, but also hss s growing oUsntsle for pleasure cruises, nature 
viewing end photography,

The outdoor recreation industry le a  growth Industry In Kodiak and 
cur future depend* upon offering clients the outstanding scenery that w* 
appreciate hers In Kodiak. The likelihood of clcarcutling Sail Bay If it la 
not purchased by the Exxon Void ax Trusts* Council would be an economic 
set peck sb wsll «a a tragedy for ths abundant wildlife In that area.

Thank you tor your eonaldaratlon of the people of Kodiak in your 
Important decision.

\ , , ,
Chaco Pesrman, 
Owner
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A r * o  K  S e ln o r *  M s c c lo t lD n
P.O. Box 2399 Kocflak, N o i k a  99616 

Phono 907/4$6-46a6 TAX 907/436-7655

November 4, 1993

s e n a t o r  R a ndy Phillips. Chairman 
L e g i s l a t i v e  B u d g e t  and Audit Committee 
P.O. Box 142
Eagle River, Ala s k a  99577

Senator Phillips:

Area K S e i ners a s s o c i a t i o n  (AKSA) fully supports t h e  a c t i o n s  of the 
E x xon Va l d e s  Oil Spill Trustee Council to acquire the S b b I Bay and 
Tonki Ca p e  land located on Afognak laiand. It is c l e arly in the 
interest of K o d i a k  salmon fishermen to have t h e s e  a r e a s  and the 
a s s o c i a t e d  salmon streams protected. We are c o n c e r n e d  t h a t  any 
d e l a y s  in c o n s u m m a t i n g  the transaction wi l l  invite Federal 
intervention. P l e a s e  note that the State r e c e i v e s  a 3% raw fish 
tax o n  s a l m o n  caught commercially in this area and t h a t  the Federal 
G o v e r n m e n t  has no such incentive to enhance p r o d u c t i o n  of systems 
o r  t o  m a n a g e  for a m a x i m u m  sustainable yield. T h i s  a r e a  h a s  bean 
w i s e l y  ch o s e n  by the Trustee Council and w a  u n c o n d i t i o n a l l y  stand 
be h i n d  t h e  decision, we see no benefit t o  h o l d i n g  t h i s  a c t i o n  up 
as long as the land ia to be held by the State.

Pl o a o e  t o k o  w h a t e v e r  action is necessary to a p p r o v e  the 
transaction.

Char l e s  W. Trainer. 
P r e s i d e n t



State of Alaska November 4,1993
Legislative Budget and Audit Committee 
Senator JUndy Phillips, Chairman 
Room  513 
State Capitol
Juneau, A K  9 9 8 0L I  182 

Dear Senator Phillips:

I am writing to the committee to voice my support o f  the proposed A fognak Island, Seal 
Bay land purchase by the Exxon Valdez Trustee Board.

As part o f  the Exxon Valdez trustee process I  believe this to be one o f  the valid and 
productive uses o f  the Exxon settlement funds. Considerable public input has gone into 
the decision to spend these funds to protect Seal Bay from logging thereby providing 
protection to the salmon rearing streams and providing habitat fo r the many apeoics o f 
wild life  that inhabit the area.

This land purchase is an issue that fishermen, hunters, kayekers and bird watchers can a ll 
agree would be o f  benefit to the community and the State o f  Alaska. The local private 
land owner o f  these parcels has voluntarily offered them up fo r purchase and the money 
w ill benefit Alaskans.

As M ayor o f  the City o f  Kodiak and Chairman o f  the Oiled Mayors during the Exxon 
Va ldez spill, I  know first hand the diverse opinions that come out o f  a community during 
a crisis and post crisis situation- But the decision to make thia land purchase came as part 
o f  the restoration process. Public hearings, testimony and mail surveys have a ll been 
conducted and the decision to buy arrived at through the established process.

It ie about time the people o f  A laska see some material result o f  a ll the money spent so 
far by the trustees. I  would hope that the Legislature could approve this purchase in 
such a way that the land would be unde btatc o f  Alaska management jurisdiction 
because I  believe the purchase w ill other wise happen and the federal government w ill be 
in control.

Once again let me say that I  support this A fognak Island land purchase. I  think it is one 
o f  the many valid applications o f  the restoration money.

Please do not hesitate to ca ll i f  you have questions.

Bob Brodie 
PO  Box 296 
Kodiak, A laska 99615 
wk 486-2000 hro 486-3079
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p r is t in e  c h a p t e r s
1219 SaranoT 

Kodiak, AK ««916

Novombfif 4 ,1 9 9 3

Honorable Randy Phillip*
Chairman, Legislative Budget

A Audit Committee 
Juneau, Alaska

Dear Chairman Phillips and Members o f the Committee:

a® a charter beat operator In Kodiak, I wish to convey my etroog 
support or the Exxon Valdes Trustee Council acquisition of wildlife habitat 
at Beal Bay on nearby Afognak Island.

My business Invo lves the traditional sport fish ing activities en joyed 
In A laska, but a lso  has a growing clientele fo r  p leasu re c ru ises, nature 
viewing and photography,

The outdoor recreation industry le « growth Industry In Kodlek and 
our future depends upon offering clients the outstanding scenery Uut we 
appreciate here In Kodiak. The likelihood of cleercutting Seri Bay if it la 
not purchased by the Exxon V&idex Trustee Council would be in  economic 
setback as w ill am  ■ tragedy for the abundant wildlife In that area.

Thank you lor your consideration of the people of Kodiak in y ; ur 
Important decision.

Chaco Pearman, 
Owner
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A P P R A I  S A L

S E A L  B A Y  U 1 M X T

A K H I O K - K A G U Y A K  A N D  O L D  
H A R B O R  J O I N T  V E N T U R E

M ay 1 4 ,  1 9 9 3

P R E P A R E D  FOR

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

U n d e r  P e r s o n a l  S e r v i c e s  C o n t r a c t  L S W M  93-1

IN  A INTERNATIONAL FORESTRY CONSULTANTS, INC.
101 Eastwood Building / 1020-106th Ave. N.E. / Bellevue, WA 98004 U.S.A. / (206) 455-8353



M E M O R A N D U M  S t a t e  o f  Alas.ca
D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  - D i v i s i o n  o f  L a n d  a n d  W a t e r

t o : M a r t y  R u t h e r f o r d
D e p u t y  C o m m i s s i o n e r

d a t e : S e p t e m b e r  1 6 ,  1 9 9 3

TELEPHONE N O : 7 6 2 ~ 2 6 8 0

s u b j e c t : A p p r a i s a l  R e v i e w
S e a l  B a y

FROM: J u d y  A. R o b i n s o n ,  S R / W A  
R e v i e w  A p p r a i s e r

T h i s  is a r e v i e w  o f  r e v i s i o n s  r e c e i v e d  on  S e p t e m b e r  14. T h e  
o r i g i n a l  a p p r a i s a l  w a s  r e v i e w e d  on  A u g u s t  18 b y  D e n n i s  Lattery, 
C h i e f  R e v i e w  A p p r a i s e r .  T h e  p u r p o s e  of t h e  a p p r a i s a l  is to 
e s t i m a t e  m a r k e t  v a l u e  o f  t h e  s u r f a c e  estate.

I r e c o m m e n d  t h e  r e v i s e d  a p p r a i s a l  b e  u s e d  a s  t h e  b a s i s  for 
p u r c h a s e .  It  m e e t s  d i v i s i o n  c r i t e r i a  f o r  b e i n g  an  a c c e p t a b l e  
r e p o r t .  It s h o u l d  a l s o  w i t h s t a n d  f e d e r a l  r e v i e w .

It is t h e  a p p r a i s e r ' s  d e t e r m i n a t i o n  t h a t  m a r k e t  v a l u e  a s  o f  M a y  
14, 1993 w a s  $ 4 1 , 0 0 0 , 0 0 0  f o r  t h e  S e a l  B a y  U n i t .  M o s t  o f  t h e  
v a l u e  is a t t r i b u t a b l e  t o  s t a n d s  of  c o m m e r c i a l  t i m b e r .  I a n a l y z e  
t h e  a p p r a i s e d  v a l u e s  o n  t h e  a t t a c h e d  page.

B e c a u s e  D N R  a p p r a i s e r s  l a c k  e x p e r i e n c e ,  a n  e x p e r t  w a s  h i r e d  t o  
r e v i e w  t h e  t i m b e r  v a l u a t i o n  p o r t i o n s  of t h e  o r i g i n a l  r e p o r t .  H i s  
w r i t t e n  r e v i e w  is a t t a c h e d  t o  a n d  m a d e  p a r t  o f  t h i s  r e v i e w .
B a s e d  o n  h i s  a d v i c e  a n d  m y  i n d e p e n d e n t  r e s e a r c h  o f  t i m b e r  
v a l u a t i o n  m e t h o d s ,  I b e l i e v e  I a m  c o m p e t e n t  t o  d o  t h i s  review.

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

T h e  a p p r a i s e r  w a s  a s k e d  t o  r e v i s e  t h e  r e p o r t  f o r  t w o  r e a s o n s .  
F i r s t ,  t h e  o r i g i n a l  r e p o r t  w a s  b a s e d  on a h i g h e s t  a n d  b e s t  u s e  of 
p u b l i c  o w n e r s h i p .  S e c o n d ,  a g e n c y  t r a n s a c t i o n s  w e r e  u s e d  as 
p r i m a r y  i n d i c a t o r s  o f  v a l u e ,  e v e n  t h o u g h  t h e y  f a i l e d  t h e  t e s t  of 
b e i n g  a r m ' s  l e n g t h  t r a n s a c t i o n s  in a n  open, c o m p e t i t i v e  m a r k e t .  
T h e s e  a p p r a i s a l  p r e m i s e s  a r e  c l e a r l y  p r o h i b i t e d  b y  t h e  U n i f o r m  
A p p r a i s a l  S t a n d a r d s  f o r  F e d e r a l  L a n d  A c q u i s i t i o n s  ( U A S F L A ) . T h e y  
a r e  a l s o  d i s c o u r a g e d  b y  D N R ' s  G e n e r a l  A p p r a i s a l  I n s t r u c t i o n s .

T h e  R F P  a n d  c o n t r a c t  r e q u i r e d  t h a t  U A S F L A  b e  f o l l o w e d .  T h e  
U A S F L A  r e q u i r e m e n t  w a s  d e l i b e r a t e  f o r  p u r p o s e s  o f  s a t i s f y i n g  a 
m a j o r i t y  o f  t h e  T r u s t e e  C o u n c i l  w h o  a r e  b o u n d  b y  i t s  s t a n d a r d s .

E t h i c a l l y ,  t h e  a p p r a i s e r  h a s  h a d  a d i f f i c u l t  t i m e  a c c e p t i n g  t h e  
U A S F L A  p r e m i s e s .  T h i s  is c l e a r  f r o m  r e a d i n g  t h e  r e v i s e d  r e p o r t



S e a l  B a y  A p p r a i s a l  R e v i e w  
S e p t e m b e r  16, 1993 
P a g e  3

m a r k e t  c o m p a r i s o n s .  T h a t  is w h a t  t h e  v a l u a t i o n  p a n e l  d i d  w i t h  
t h e  S N C  l a n d s .  T h e  p a n e l  c o n c l u d e d  t h a t  a d i s c o u n t  o f  50% w a s  
r e a s o n a b l e  f o r  c u t  o v e r  lands.

A n o t h e r  s o u r c e  o f  d i s c o m f o r t  f o r  m e  is t h e  l a c k  o f  a d e t a i l e d  
c o m p a r i s o n  b e t w e e n  e a c h  s a l e  a n d  t h e  a p p r a i s e d  p r o p e r t y .  In  
c o m p a r i n g  t h e  s a l e s  w i t h  t h e  S e a l  B a y  U nit, t h e  a p p r a i s e r  h a s  
a d j u s t e d  f o r  k n o w n  d i f f e r e n c e s  in t h e  c o m m e r c i a l  v a l u e  o f  t h e  
t i m b e r .  I n  t h e  c a s e  o f  w o o d e d  c o m p a r a b l e s  w i t h  n o  c o m m e r c i a l  
v a l u e ,  t h e r e  h a s  b e e n  n o  a d j u s t m e n t  f o r  a m e n i t y  v a l u e .  T h e  
a p p r a i s e r  p l a c e d  m o s t  w e i g h t  o n  t w o  p r i v a t e  s a l e s  (6 a n d  10). 
T h o s e  s a l e s  i n c l u d e d  t h e  s u b s u r f a c e  e s t a t e ,  w h i c h  w a s  n o t  p a r t  of  
t h e  a p p r a i s a l .

T y p i c a l l y ,  a r e p o r t  w i l l  c o m p a r e  e a c h  s a l e  w i t h  t h e  s u b j e c t ,  
d i s c u s s i n g  s u c h  f e a t u r e s  as time, t i t l e  i n t e r e s t ,  c o n d i t i o n s  o f  
s a le, l o c a t i o n ,  a n d  v a r i o u s  p h y s i c a l  f e a t u r e s  s u c h  as s i z e  a n d  
w a t e r  f r o n t a g e .  S o m e  r e p o r t s  w i l l  d o  t h i s  w i t h  a n a r r a t i v e .  
O t h e r s  w i l l  u s e  a c o m p a r i s o n  t a b l e  n o t i n g  w h i c h  f e a t u r e s  a r e  
similar,, i n f e r i o r ,  a n d  s u p e r i o r .  S u c h  a q u a l i t a t i v e  c o m p a r i s o n  
a p p r o a c h  h e l p s  b r a c k e t  t h e  s u b j e c t  v a l u e  b e t w e e n  s a l e s  t h a t  a r e  
s u p e r i o r  o v e r a l l  a n d  i n f e r i o r  o v e r a l l .

T h i s  r e p o r t  u s e s  m a n y  w e i g h t e d  a v e r a g e s ,  w h i c h  is g e n e r a l l y  
f r o w n e d  o n  if it is t h e  p r i m a r y  s u p p o r t  f o r  a c o n c l u s i o n  o f  
v a l u e .  F o r t u n a t e l y ,  t h e  r e c o n c i l i a t i o n  o n  p a g e  46 m a k e s  it  c l e a r  
t h a t  t h e r e  w e r e  ot h e r ,  m o r e  a p p r o p r i a t e  c o n s i d e r a t i o n s  b e s i d e s  
a v e r a g e s  in t h e  f i n a l  c o n c l u s i o n  o f  v a l u e .

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

T h e r e  a r e  t w o  s i d e s  to e v e r y  coin. W e  n e e d  t o  r e m e m b e r  t h a t  t h e  
a p p r a i s e r  w a s  g i v e n  a l i m i t e d  a m o u n t  o f  t i m e  t o  c o m p l e t e  a 
c o m p l e x  a s s i g n m e n t .  W e  h a v e  a s k e d  h i m  f o r  h i s  o p i n i o n ,  a n d  h e  
h a s  g i v e n  it. H i s  r e p o r t  c o m p l i e s  w i t h  a l l  t h e  s t a n d a r d s  
r e q u i r e d .

In m y  o p i n i o n ,  e v e n  if o t h e r  t e c h n i q u e s  w e r e  u s e d  a n d  o t h e r  fee 
a p p r a i s e r s  c o n s u l t e d ,  t h e  v a l u e  o f  t h e  S e a l  B a y  U n i t  a n d  t h e  
T o n k i  C a p e  U n i t  w o u l d  s t i l l  e x c e e d  $ 3 8 . 7  m i l l i o n .  T h e  e s t i m a t e d  
t i m b e r  v a l u e s  a r e  $ 3 6 . 5  a n d  $3.7 m i l l i o n ,  r e s p e c t i v e l y .

It s h o u l d  b e  n o t e d  t h a t  t h e  r e v i s e d  T o n k i  r e p o r t  h a s  n o t  b e e n  
r e v i e w e d  b y  a n y o n e .  I a s s u m e  t h e  r e v i s e d  r e p o r t  w i l l  p a s s  
r e v i e w .  I t  s h o u l d  a l s o  b e  n o t e d  t h a t  t h e  t i m b e r  e x p e r t  h a s  n o t
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ANALYSIS OF APPRAISED VALUE

S E A L  B A Y  U N I T

P R O P E R T Y  V A L U E $ 4 1 , 0 0 0 , 0 0 0

T I M B E R  V A L U E $ 3 6 , 5 0 0 , 0 0 0

L A N D  V A L U E $ 4 , 5 0 0 , 0 0 0

T O T A L  A C R E S 1 7 , 1 6 7  A C

T I M B E R E D  A C R E S 8 , 0 0 9  A C

M B F 1 3 9 , 2 0 9  M B F

V A L U E / A C R E  
( P R O P E R T Y  V A L U E  -r 
T O T A L  A C R E S )

$ 2 , 3 8 8

V A L U E / A C R E  ( T I M B E R  
V A L U E  -5- T O T A L  
A C R E S )

$ 2 , 1 2 6

1 V A L U E / A C R E  ( LAND 
V A L U E  *  T O T A L  

| A C R E S )

$ 262

1 V A L U E / A C R E  ( T I M B E R  
V A L U E  -5- T I M B E R E D  
A C R E S )

$ 4 , 5 5 7

V A L U E / M B F $ 262

c c : C a r o l  S h o b e
A l e x  S w i d e r s k i  
D e n n i s  L a t t e r y  
R i c h  G o o s s e n s

sealbay2.rev
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A p p r a i s a l  N o .  JL ~

d i v i s i o n ,  f o r m i n g  t h e  b a s i s  for s e l e c t i o n  of c o m p a r -  / 
a b l e  s a l e s  d a t a .

G) Z o n i n g  R e s t r i c t i o n s  a n d  E a s e m e n t s ?  , /
H) L e g a l  D e s c r i p t i o n ( s ) ? ^
I) S u b j e c t  L o c a t i o n  M a p ?  _______
J) A d e q u a t e  o n - s i t e  p h o t o g r a p h s ?  ,/
K) S u b j e c t  P l a t s  o r  S u r v e y ?  ^
L) R e g i o n  o r  A r e a  D a t a ?  ^
M) N e i g h b o r h o o d  D e s c r i p t i o n ?  T o  b e  i n c l u d e d  if a s p e c­

i f i c  n e i g h b o r h o o d  c h a r a c t e r  is e v i d e n t .  ^
N) S u b j e c t  D e s c r i p t i o n ?  D i s c u s s  i n d i v i d u a l  s u b j e c t  p a r t­

i c u l a r s  s u c h  a s  s i z e ,  q u a l i t y  o f  a c c e s s ,  s o i l s ,  a v a i l­
a b i l i t y  o f  u t i l i t i e s ,  t o p o g r a p h y ,  w a t e r f r o n t a g e ,  view, 
etc. T h i s  m a y  b e  in n a r r a t i v e  f o r  i n d i v i d u a l  l o t s  or 
g r a p h i c  f o r m  (charts) f o r  s u b d i v i s i o n  a p p r a i s a l s .  R e­
g a r d l e s s  o f  w h a t  f o r m  is u s e d  o r  w h e r e  t h e  i n f o r m­
a t i o n  is p l a c e d  i n  t h e  r e p o r t ,  i n d i v i d u a l  d e s c r i p t i o n s  
o f  e a c h  p r o p e r t y  m u s t  be i n c l u d e d .

0) P r o p e r t y  V a l u a t i o n  N a r r a t i v e ?  S u f f i c i e n t  e x p l a n a t i o n
a n d  m a r k e t  s u p p o r t  of v a l u e  c o n c l u s i o n ?  (
A d j u s t m e n t s  f u l l y  d i s c u s s e d ?

P) L e a s e  R a t e  a d e q u a t e l y  d i s c u s s e d  a n d  s u p p o r t e d ?  N / /F~
Q) C o m p a r a b l e  s a l e s  forms, m a p  a n d  p h o t o g r a p h s  in- '

e l u d e d ?
R) A s s u m p t i o n s  a n d  L i m i t i n g  c o n d i t i o n s  ( o p t i o n a l ) ?
S) A p p r a i s e r s  Q u a l i f i c a t i o n s ?  , ̂

C o m m e n t s



R e p l y  c o :  5 4 1 0

D a c e :  S e p t e m b e r  1 4 ,  139

T o :  A l e x  S w i d e r s k i ,  A l a s k a  A t t o r n e y  G e n e r a l ' s  O f f i c e  

S u b j e c t :  S e a l  B a y  A p p r a i s a l

A p p r o x i m a t e l y  4 7  p a g e s  o f  a n a l y s i s  a n d  c o n c l u s i o n s  f r o m  a n  a p p r a i s a l  r e p d r  
p r e p a r e d  b y  I n t e r n a t i o n a l  F o r e s t r y  C o n s u l t a n t s  w a s  t e l e f a x e d  t o  o u r  o f f i q e  
J u n e a u  o n  S e p t e m b e r  1 3 t h .  I t  w a s  p a r t  o f  a n  a p p r a i s a l  p r e p a r e d  f o r  t h e  S 
B a y  p r o p e r t y  p r o p o s e d  f o r  a c q u i s i t i o n  b y  t h e  T r u s t e e  C o u n c i l .

I n  t h e  o r i g i n a l  s u b m i s s i o n  o f  t h e  r e p o r t  w h i c h  w a s  r e v i e w e d  b y  D e n n i s  L a t p t i r y  
a n d  J u d y  n o b i n a o n  o f  c h c  D a y a ± t m e u u  u £  w a r . u r a i  K e s o r c e s  s t a f f ,  t h e r e  w e r e  s o m e  
s i g n i f i c a n t  p r o b l e m s  a s s o c i a t e d  w i t h  t h e  h i g h e s t  a n d  b e s t  u s e  c o n c l u s i o n  a n d  
t h e  i n c l u s i o n  o f  o c h e r  g o v e r n m e n t  s a l e s  a s  p r i n c i p l e  i n d i c a t i o n ,  o f  v a l u e  
T h i s  m e t h o d o l o g y  c l e a r l y  d o e s  n o t  m e e t  f e d e r a l  a c q u i s i t i o n  s t a n d a r d s  a n d  
f a c t  m a y  a r g u a b l y  b e  i n  v i o l a t i o n  o f  t h e  U n i f o r m  S t a n d a r d s  o f  P r o f e s s i o n a  
A p p r a i s a l  P r a c t i c e .  T h e  a p p r a i s e r  w a s  c o n t a c t e d  b y  t h e  r e v i e w e r s  a n d  a s k e d  | t o  
s u b m i t  a  r e a n a l y s i s .  T h e  f a x e d  i n f o r m a t i o n  r e f e r r e d  t o  a b o v e  i s  t h a t  
r e a n a l y s i s  w h e r e  t h e  a p p r a i s e r  c o n c l u d e s  a  h i g h e s t  a n d  b e s t  u s e  a s  m a n a g e m e j n  

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

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

I  h a v e  n o t  h a d  t h e  o p p o r t u n i t y  t o  r e v i e w  t h e  f i n a l i z e d  r e p o r t  i n  t o t a l  a n a  
a s s u m e  t h a t  t h e  t e c h n i c a l  r e v i e w  a n d  a p p r o v a l  i s  b e i n g  f a c i l i t a t e d  b y  t h e | D } J R  
r e v i e w e r s .  I  h a v e  a l s o  n o t  ( . u n d u c t e d  a  p e r s o n a l  i n s p e c t i o n  o f  t h e  s u b j e c t  
p r o p e r t y  o r  t h e  a l l  o f  t h e  c o m p a r a b l e s  u s * d  i n  t h e  a n a l y s i s .  I  d o  h a v e  c o j i i f c s  
o f  t h e  o r i g i n a l  r e p o r t s  a n d  w i l l  i n c o r p o r a t e  c h a  m o d i f i c a t i o n s  i n t o  t h e m  n o  
h a v e  a  c o m p l e t e  s a t .  I  w o u l d  a l s o  a p p r e c i a t e  a  c o p y  o f  D N R ' s  r e v i e w  s t a t e m e n t s  

i f  p o s s i b l e .

R I C K A R D  M.  GOO SS ENS  
R e g i o n a l  R e v i e w  A p p r a i s e r

3077522529:- 2

F o r e s t

S e r v i c e
A l a s k a  R e g i o n  P . O .  B o x  2 1 6 2 8  ]

J u n e a u ,  AK 9 9 8 0 2 - ^ 6 2 8

|

U n i t e d  S t a t e s  

D e p a r t m e n t  o f  

A g r i c u l t u r e



J u d y  R o b i n s o n  
A p p r a i s e r  
S t a t e  of A l a s k a
D e p a r t m e n t  of N a t u r a l  R e s o u r c e s  
D i v i s i o n  o f  L a n d  a n d  W a t e r  Mgrat.
3601 " c  " S t r e e t  - P.O. B o x  107005 
A n c h o r a g e ,  A l a s k a  9 9 5 1 0 - 7 0 0 5

RE: S e a l  B a y  / T o n k i  C a p e  A p p r a i s a l s  
A S P S  1 0 - 9 4  00 0 8  
C C  1 0 0 0 5 6 9 0

A u g u s t  13, 1993

D e a r  J u d y

A t t a c h e d  is ray d e s k  r e v i e w  r e p o r t  of t h e  S e a l  B a y  a n d  T o n k i  
C a p e  A p p r a i s a l s  s u b m i t t e d  b y  I n t e r n a t i o n a l  F o r e s t r y  
C o n s u l t a n t s ,  Inc.

I n c l u d e d  a l s o  a r e  o t h e r  d o c u m e n t s  t h a t  y o u  r e a u e s t e d  in y o u r  
FA X  of 8 / 1 1 / 9 3 .

S i n c e r e l y



in t h e  J a p a n ,  K o r e a ,  T a i w a n  & C h i n a  m a r k e t s .  It is 
ray o p i n i o n  t h a t  A f o g n a k  l o g  p r i c e s  w i l l  c o n t i n u e  t o  
d r o p  a n d  n o t  r e c o v e r  f o r  a t  l e a s t  a 1-3 y e a r  p e r i o d .

2. T o n k i  C a p e  U n i t

T h e  r e p o r t ,  a s  p r e s e n t e d ,  is c o m p l e t e ,  b u t  I f i n d  it  
d i f f i c u l t  t o  b e l i e v e  t h a t  t h e r e  is s i g n i f i c a n t ,  if 
any, v a l u e  t o  t h e  w i d e l y  s c a t t e r e d  a n d  l o w  g r a d e  
t i m b e r  f o u n d  in  t h e  p r i v a t e  l a n d  p o r t i o n  of t h e  T o n k i  
C a p e  U n i t .  I p e r s o n a l l y  v i s i t e d  e a c h  t i m b e r e d  p a r c e l  
d u r i n g  t h e  s u m m e r  o f  1 9 9 0  a n d  f o u n d  t h e  b u l k  o f  t h e  
v o l u m e  in  t h e  e x t r e m e l y  l o w e r  e n d  o f  #2, #3, a n d  #4 
l o g  g r a d e s ,  a c c o r d i n g  t o  t h e  P u g e t  S o u n d  l o g  g r a d i n g  
r u l e s .  I f e e l  t h a t  a d e t a i l e d  a n d  i n t e n s i v e  l o g g i n g  
e n g i n e e r e d  h a r v e s t  p l a n  w o u l d  r e s u l t  in a n e g a t i v e  
t i m b e r  s t u m p a g e  v a l u e .  L a c k i n g  s u c h  e f f o r t  a n d  b a s e d  
o n  m y  d i s c u s s i o n s  w i t h  Mr. W a l l a c e ,  t h e  a p p r a i s a l  
e s t i m a t e s  o f  INFO, Inc. f o r  t h i s  u n i t  a r e  w i t h i n  
r e a s o n .

D. R e l e v a n c e  of  D a t a

i .  Appxais.a LJtet  hod?
I t  a p p e a r s  t h a t  INFO, Inc. u s e d  a t i m b e r  s a l e  W h i p p l e  
C r e e k  #2, l o c a t e d  a t  K e t c h i k a n ,  A l a s k a  as a n  
i n d i c a t o r  o f  t i m b e r  v a l u e  f o r  b o t h  t h e  S e a l  B a y  a n d  
T o n k i  C a p e  Unit.

In  m y  c o n v e r s a t i o n  w i t h  Mr. W a l l a c e ,  INFO, Inc. h a d  
c o n s i d e r e d  v a l u e s  a n d  c o s t s  o b t a i n e d  f r o m  e x i s t i n g  
o p e r a t i o n s  o n  A f o g n a k  I s l a n d  i n  c a l c u l a t i n g  t h e i r  
I n c o m e  C a p i t a l i z a t i o n  A p p r o a c h  m e t h o d  ( C o n v e r s i o n  
R e t u r n )  a n d  s a l e s  i n f o r m a t i o n  g a t h e r e d  f r o m  t h e  
W h i p p l e  C r e e k  /2 s a l e  n e a r  K e t c h i k a n ,  A l a s k a  a n d  t h e  
s a l e  o f  t h e  K a c h e m a k  B a y  p r o p e r t y  i n  1993. T h e  
r e s u l t s  of  t h e  t w o  a p p r a i s a l  m e t h o d s  w e r e  c o m b i n e d  
a n d  a d j u s t m e n t s  w e r e  m a d e  t o  t h e  f i n a l  r e s u l t s  b y  
INFO, Inc. b a s e d  o n  o t h e r  d a t a  g a t h e r e d  a n d  p e r s o n a l  
j u d g e m e n t s  e x p e r i e n c e  o f  t h e  a p p r a i s e r s .  A  g r e a t e r  
w e i g h t  w a s  p l a c e d  o n  c o s t  a n d  v a l u e s  o b t a i n e d  f r o m  
c o m p a r a b l e  o p e r a t i o n s  o n  A f o g n a k  I s l a n d .
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l o g g i n g  c o s t s  u s e d  t o  a r r i v e  at  t h e  f i n a l  v a l u a t i o n  
f o r  t h e  S e a l  B a y  a n d  T o n k i  C a p e  U n i t s .  A s  m e n t i o n e d  
e a r l i e r ,  I d o  h a v e  r e s e r v a t i o n s  o n  p r o v i d i n g  t h e  s a m e  
m a r k e t  v a l u e  a v e r a g e  p r i c e s  u s e d  o n  t h e  S e a l  B a y  
U nit, t o  t h o s e  f o u n d  on t h e  T o n k i  C a p e  U n i t .  It is 
m y  o p i n i o n  t h a t  a b u y e r  w o u l d  n o t  r e a l i z e  o r  r e c o v e r  
a ll o f  t h e  v o l u m e  i n v e n t o r i e d  as m e r c h a n t a b l e  o n  t h e  
T o n k i  C a p e  U n i t  d u e  to its s c a t t e r e d  a n d  w i d e l y  
d i s b u r s e d  l o c a t i o n  a n d  p o o r  q u a l i t y  w h e n  c o m p a r e d  to  
th e  S e a l  B a y  U n i t  t i m ber.

R e g a r d i n g  t h e  K a c h e m a k  B a y  sale, I N F O ,  Inc. 
r e c o g n i z e d  a 3 0 %  d i s c o u n t  in d e t e r m i n i n g  t h e  m a r k e t  
v a l u e  o f  t h e  t i m b e r .  A  q u e s t i o n  is r a i s e d  w h e n  
r e f e r r i n g  t o  a r e d u c e d  p r i c e  b y  a w i l l i n g  o w n e r ,  in 
o r d e r  t o  s e l l  p r o p e r t y  a t  a d i s c o u n t ,  in  t e r m s  of 
a d j u s t i n g  a s a l e  p r i c e  to a c c o u n t  f o r  m a r k e t  
a p p r e c i a t i o n  a n d  t h e  c o s t  of m o n e y .  It  is m y  o p i n i o n  
t h a t  t h e  K a c h e m a k  B a y  t i m b e r  w a s  o v e r  v a l u e d .  In ray 
d i s c u s s i o n s  w i t h  Mr. W a l l a c e ,  t h e  i n f o r m a t i o n  
g a t h e r e d  b y  I N FO, Inc. r e g a r d i n g  t h e  K a c h e m a k  B a y  
site, i n d i c a t e d  t o  h i m  t h a t  it w a s  a n  a r m s  l e n g t h  
t r a n s a c t i o n  a n d  p r o p e r l y  u s e d  t h a t  i n f o r m a t i o n  in h i s  
a p p r a i s a l s .

e . Appropriateness of. Appraisal

INFO, Inc. h a s  a p p r o p r i a t e l y  f o l l o w e d  a c c e p t e d  
a p p r a i s a l  m e t h o d s  a n d  t e c h n i q u e s .

f . Rgpsrt-Conglasions.

In c o n s i d e r i n g  t h e  o v e r a l l  d a t a  a n d  a n a l y s i s  o f  INFO, 
I n c . ' s  a p p r a i s a l s  f o r  the Seal B a y  a n d  T o n k i  C a p e  
Un i t s ,  i t  is  m y  o p i n i o n  t h a t  t h e  t i m b e r  v a l u e s  s h o w n  
a r e  g e n e r a l l y  a c c e p t a b l e  b a s e d  o n  t h e  a s s u m p t i o n s  
o u t l i n e d  i n  t h e  a p p r a i s a l  r eports.

PAGE 4



RESUME: JOHN GALEA

A u g u s t  16, 1993

E D U C A T I O N

B a c h e l o r  of S c i e n c e  D e g r e e ,  F o r e s t  M a n a g e m e n t  - 
U n i v e r s i t y  of M o n t a n a  - 1958. G r a d u a t e  S c h o o l  of 
A d m i n i s t r a t i v e  L e a d e r s h i p  - Univ. of  M o n t a n a  - 1968.

E X P E R I E N C E

* U. S .  N a vy, 1 9 4 9 / 5 0  - 1 9 5 0 / 5 2 .  T w e n t y -  fi v e  y e a r s  w i t h  
t h e  U.S. F o r e s t  S e r v i c e ,  A l a s k a  R e g i o n .  I n c l u d e d  
p o s i t i o n s  as L o g g i n g  E n g i n e e r  a t  S i t k a  a n d  D i s t r i c t  
R a n g e r  a t  S e w a r d ,  A l a s k a  a n d  M o s c o w ,  Idaho.

* A s s i g n e d  as A s s i s t a n t  t o  t h e  R e g i o n a l  F o r e s t e r  as a 
m e m b e r  a n d  s u b s e q u e n t l y  D i r e c t o r  o f  t h e  A l a s k a  P l a n n i n g  
T e a m ,  19 7 5  - 1980. H a v e  w o r k e d  in, v i s i t e d ,  a n d  h a v e  
f i r s t  h a n d  k n o w l e d g e  o f  a l l  f o r e s t  l a n d s  t h r o u g h o u t  t h e  
S t a t e  of  A l a s k a .

* R e s i g n e d  f r o m  t h e  F o r e s t  S e r v i c e  in 1980 a n d  a c c e p t e d  a 
p o s i t i o n  w i t h  S e a l a s k a  T i m b e r  C o r p o r a t i o n  in J a n u a r y  
1 9 8 0  as G o v e r n m e n t  L i a i s o n  F o r e s t e r .  P r o m o t e d  t o  V i c e  
P r e s i d e n t  in 1982 a n d  o c c u p i e d  t h a t  p o s i t i o n  t h r o u g h  
D e c e m b e r  31, 1984. G a l e c o , I n c . ,  C o n s u l t a n t  p r a c t i c e  
t h r o u g h  D e c e m b e r  1985. G e n e r a l  M a n a g e r ,  A l a s k a  L o g g e r s  
A s s o c i a t i o n ,  J a n u a r y ,  1 9 8 6  t h r o u g h  A p r i l ,  1987.

* A c c e p t e d  G o v e r n o r ' s  a p p o i n t m e n t  as A l a s k a  S t a t e  
F o r e s t e r ,  May, 1987. R e s u m e d  p r i v a t e  c o n s u l t i n g  
p r a c t i c e .  G a l e c o ,  Inc., o n  A u g u s t ,  1988 t o  p r e s e n t .

* C o o r d i n a t e d  t h e  t i m b e r  c r u i s e  p r o g r a m  o n  A f o g n a k  
I s l a n d ,  i n c l u d i n g  t h e  S e a l  Bay, T o n k i  Cape, L a u r a  L a k e  
a n d  R e d  F o x  t i m b e r  U n i t s .  H a v e  v i s i t e d  a n d  a m  f a m i l i a r  
w i t h  all t i m b e r  l a n d s  o n  A f o g n a k .

* C o n d u c t e d  A p p r a i s a l  R e v i e w s  a n d  d u e  d i l i g e n c e  
c e r t i f i c a t i o n s  o n  21 l a r g e  t i m b e r  b l o c k s ,  e n c o m p a s s i n g  
o v e r  2 7 0 , 0 0 0  a c r e s  in S o u t h e a s t  A l a s k a ,  P r i n c e  W i l l i a m  
S o u n d  a n d  S o u t h  C e n t r a l  A l a s k a .  A p p r a i s a l s  w e r e  d o n e  by  
f o u r  d i f f e r e n t  A p p r a i s a l  F i r m s ,  l o c a t e d  in W a s h i n g t o n ,  
O r e g o n  a n d  C a l i f o r n i a .

O R G A N I Z A T I O N S

* S o c i e t y  o f  A m e r i c a n  F o r e s t e r s  - A m e r i c a n  A r b i t r a t i o n  
A s s o c i a t i o n .

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

* C o u n c i l m a n ,  C i t y  of S e w a r d  - P r e s i d e n t ,  K e n a i  P e n i n s u l a  
S c h o o l  B o a r d  - M e m b e r ,  F e d . / S t a t e  L a n d  U s e  A d v i s o r y  
C o m m i t t e e  - A l a s k a  S t a t e  F o r e s t e r .



*** INTERNATIONAL FORESTRY CONSULTANTS. INC.

101 Eastwood Building 1020-I08th Avenue N.E. Bellevue. WA 98004 U.S.A. (206) 455-8353 

September 13, 1993

Mr. Dennis Lattery 
State of Alaska
Department of Natural Resources 
P.O. Box 107905 
Anchorage, AK 99510-7005

RE: Personal Services Contract No. L&WM 93-1

Dear Mr. Lattery

Attached is our appraisal report for the Seal Bay Unit property on 
Afognak Island.

In our opinion the market value, as of May 14, 1993, of the property is:

$41,000,000.

The Certification on page 3 as well as the Assumptions and Limiting 
Conditions found on page 10 are important elements of any appraisal. 
The reader is urged to read these pages and be sure the statements made 
therein are well understood.

If you have any questions or ccmments please call.

Sincerely,
INTERNATIONAL FORESTRY CONSULTANTS, INC.

William B. Wallace, ACF, RPF
Certified Real Estate Appraiser - General, Washington 
#270-11 WA-LL-AW-B670BZ
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C e r t i  f . i c a t i o n

I c e r t i f y  that, to the be s t  of m y  k n o w l e d g e  a n d  belief:

t he s t a t e m e n t s  of fact c o n t a i n e d  in this r e p o r t  are true 
a n d  c o r r e c t

• the r e p o r t e d  a n a l y s e s ,  o p i n i o n s  and c o n c l u s i o n s  are 
l i m i t e d  o n l y  by the r e p o r t e d  a s s u m p t i o n s  and l i m i t i n g  
c o n d i t i o n s ,  and are m y  p e r s o n a l ,  u n b i a s e d  p r o f e s s i o n a l  
a n a l y s e s ,  o p i n i o n s  and c o n c l u s i o n s .

• I h a v e  n o  p r e s e n t  or p r o s p e c t i v e  i n t e r e s t  in the p r o p e r t y
that is the s u b j e c t  of this report, a n d  I h a v e  no
p e r s o n a l  i n t e r e s t  or bias w i t h  r e s pect to the p a r t i e s
i n v o l v e d .

• M y  c o m p e n s a t i o n  is not c o n t i n g e n t  up o n  the r e p o r t i n g  of a 
p r e d e t e r m i n e d  v a l u e  or d i r e c t i o n  in v a l u e  that favors the 
c a u s e  of the client, the a m o u n t  of the v a l u e  estimate,
t he a t t a i n m e n t  of a s t i p u l a t e d  result, or the o c c u r r e n c e  
of a s u b s e q u e n t  event.

• M y  a n a l y s e s ,  o p i n i o n s  and c o n c l u s i o n s  w e r e  d e v e l o p e d ,  and 
t h i s  r e p o r t  has b e e n  p r e p a r e d ,  in c o n f o r m i t y  w i t h  the 
U n i f o r m  S t a n d a r d s  of P r o f e s s i o n a l  A p p r a i s a l  Practice.

• B o t h  W i l l i a m  B. W a l l a c e  and T h o m a s  M. H a n s o n  h a v e  m a d e  a 
p e r s o n a l  i n s p e c t i o n  of the p r o p e r t y  that is the s u b j e c t  
of th i s  report.

® S i g n i f i c a n t  p r o f e s s i o n a l  a s s i s t a n c e  was p r o v i d e d  by Mr. 
C h a r l e s  H o r a n  a n d  Mr. J a mes C o r a k  of the f i r m  Horan, 
C o r a k  a n d  C o m p a n y ;  Mr. L a r r y  S h o r e t t  of the F i r m  S h o r e t t  
a n d  Rei l y ;  a n d  Mr. T h o m a s  D u n a g a n  of the f i r m  A f f i l i a t e d  
A p p r a i s e r s  of A l a s k a .

R e s p e c t f u l l y  s u b m i t t e d ,

I N T E R N A T I O N A L  F O R E S T R Y  C O N S U L T A N T S ,  INC.

W i l l i a m  B. W a l l a c e  ACF, R P F
C e r t i f i e d  Real E s t a t e  A p p r a i s e r  - G e n e r a l
W a s h i n g t o n  # 2 7 0 - 1 1  W A - L L - A W - B Z 6 7 0 B

T h o m a s  M. H a n s o n  A C F



P H O T O G R A P H S  O F  S U B J E C T

K>

L o o k i n g  s o u t h e a s t  f r o m  s e t t i n g  616

L o o k i n g  n o r t h  fr o m  s e t t i n g  616, part of Seal Bay in
b a c k g r o u n d
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A b o v e  " S o r t  Y a r d "  L o o k i n g  East M a x i m u m  d e f e c t  in Sort #3

P a g e  6



T y p ical logs of Sort #4 Q u a l i t y

T y p ical logs of Sort #5 q u a l i t y
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S u b j e c t  P r o p e r t y :  P o r t i o n s  of

T w p . 20 S M  R g e . 17 W. S . M .
S e c t i o n  32

Twp. 21 S. Rge. 17 W.
S e c t i o n s  6-8, 17-20, (29) 30, 31

Twp. 21 S. Rge. 18 W.
S e c t i o n s  1, 11-14, 15-17, 20-29, 3 1 - 3 6

Twp. 21 S . , R g e  19 W.
S e c t i o n s  35 & 36
M e t e s  & b o u n d s  d e s c r i p t i o n  of a s o r t  ya r d  in 
S e c t i o n s  26, 27, & 34

SUMMARY OF SALIENT FACTS AND CONCLUSIONS

A r e a :

Twp. 20 S . , Rge. 17 W. S.M.

Twp. 21 S. Rge. 17 W.

Twp. 21 S. R g e . .18 W.

Twp. 21 S . , R g e  19 W.

A g g r e g a t e  

T i m b e r e d  area:

T i m b e r  Volume:

As of 1991

D e p l e t i o n  to M a y  14, 1993 ( C r u i s e d )

2 5 . 9 9  acres 

3 , 2 8 8 . 2 9  acres 

1 2 , 5 1 3 . 3 7  acres 

1 , 3 3 8 . 9 6  acres 

1 7 , 1 6 6 . 6 1  a c res

8 , 0 0 9  acres

1 6 9 , 7 7 3  M  b.f.

2 2 , 2 0 9  M b.f.

1 4 7 , 5 6 4  M b.f.
 8 ,355 M b.f.

1 3 9 , 2 0 9  M  b.f.

As of M a y  14, 1993 
Less P u l p  
M a r k e t a b l e  V o l u m e

H i g h e s t - a n d - B e s t  Use:

M a n a g e m e n t  for N a t u r a l  R e s o u r c e s .

D a t e  of V a l u a t i o n :  M a y  14, 1993

A c c e s s :  A i r c r a f t  or Boat, and P r i v a t e  roads s u b j e c t  to
c o o p e r a t i v e  r i g h t - o f - w a y  a g r e e m e n t s .
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I n d i c a t i o n s  o f  V a l u e :

U n i t  V a l u e s

A s s e t

T i m b e r

Total
P r o p e r t y

Sal e
A g r e e m e n t  

V a l u e  C o n c l u s i o n s :  

T i m b e r  o n l y  

Total

Uni ts 

M b.f. 

A c r e s

A c r e s

In c o m e
A p p r o a c h

$325

S a les
A p p r o a c h

$375

$ 2 , 4 0 0

$2 , 2 5 5

$ 3 6 , 5 0 0 , 0 0 0

$ 4 1 , 0 0 0 , 0 0 0
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A S S U M P T I O N S  AND L I M I T I N G  C O N D I T I O N S .

Th i s  a p p r a i s a l  is s u b j e c t  to the f o l l o w i n g  a s s u m p t i o n s  a n d  
l i m i t i n g  c o n d i t i o n s :

1. T h e  legal d e s c r i p t i o n  is a s s u m e d  to be c orrect.

2. No r e s p o n s i b i l i t y  for m a t t e r s  legal in c h a r a c t e r  is 
a s s u m e d .

3. All e x i s t i n g  liens, e n c u m b r a n c e s ,  a n d  a s s e s s m e n t s ,  if 
any, h a v e  b e e n  d i s r e g a r d e d  ( u n l e s s  o t h e r w i s e  note d ) ,  a n d  the 
p r o p e r t y  is a p p r a i s e d  as t h o u g h  f r e e  a n d  clear, u n d e r  
r e s p o n s i b l e  o w n e r s h i p  and c o m p e t e n t  m a n a g e m e n t .

4. T h e  e x h i b i t s  in this report a r e  i n c l u d e d  to as s i s t  the 
r e a d e r  in v i s u a l i z i n g  the p r o p e r t y ,  a n d  a r e  not n e c e s s a r i l y  
s h o w n  to s c a l e .  T h e  s u r v e y  of t h e  p r o p e r t y  is s h o w n  in U.S. 
B u r e a u  of L a n d  M a n a g e m e n t  pl a t  of s u r v e y  o f f i c i a l l y  f i l e d  
D e c e m b e r  2, 1989.

5. I n f o r m a t i o n ,  e s t i m a t e s  and o p i n i o n s  c i t e d  in the r e p o r t  
are o b t a i n e d  f r o m  s o u r c e s  c o n s i d e r e d  r e l i a b l e  to the e x t e n t  
of the i n f o r m a t i o n  p r o v i d e d ,  h o w e v e r  n o  l i a b i l i t y  for t h e i r  
a c c u r a c y  c a n  be assumed. W h e r e  p o s s i b l e ,  i n f o r m a t i o n  h a s  
b e e n  c o n f i r m e d  w i t h  p a r t i e s  i n v o l v e d .  if d i r e c t
c o n f i r m a t i o n  was not p o s s i b l e ,  e a r l i e r  c o n f i r m a t i o n s  b y  
o t h e r  p a r t i e s  or c o n f i r m a t i o n  f r o m  k n o w l e d g e a b l e  s o u r c e s  has 
b e e n  r e l i e d  upon.

6. T h i s  r e p o r t  shall be u s e d  for its i n t e n d e d  p u r p o s e  o n l y  
and by the p a r t i e s  to w h o m  it is a d d r e s s e d .  P o s s e s s i o n  of 
this r e p o r t  d o e s  not i n c l u d e  the r i g h t  of d i s c l o s u r e  to n e w s  
m e d i a ,  or its u s e  in m a t e r i a l  for i n f o r m a t i o n a l  
d i s s e m i n a t i o n  or p u b l i c i t y ,  w i t h o u t  t h e  c o n s e n t  of INFO.

7. T h e  u n d e r s i g n e d  is not r e q u i r e d  to g i v e  t e s t i m o n y  or 
a p p e a r  in co u r t ,  or at p u b l i c  h e a r i n g s  w i t h  r e f e r e n c e  to the 
p r o p e r t y  a p p r a i s e d  by r e a s o n  of p r e p a r a t i o n  of this r e p o r t  
u n l e s s  s u c h  s e r v i c e s  are w i t h i n  the s c o p e  of a n o t h e r  
c o n t r a c t  a g r e e m e n t .

8. N o  o p i n i o n  is r e n d e r e d  as to the t i t l e  of the p r o p e r t y ,  
or p r o p e r t i e s  s u b j e c t  to a p p r a i s a l .

9. No s o i l s  s t u d y  was a v a i l a b l e  at t h e  time of the a p p r a i s a l  
and no o p i n i o n  is r e n d e r e d  on s u b s o i l  c o n d i t i o n s .

10. I n d i c a t i o n s  of p o s s i b l e  e n v i r o n m e n t a l  h a z a r d s  o b s e r v e d  
on t h e  s u r f a c e  d u r i n g  i n s p e c t i o n  of the p r o p e r t y  have b e e n  
n o t e d  in t h e  r e p o r t  for the i n f o r m a t i o n  of the reader. No 
e n v i r o n m e n t a l  s u r v e y  has b e e n  c o n d u c t e d  and no o p i n i o n  is 
r e n d e r e d  as to the e x i s t e n c e  of i n d i c a t i o n s  or actual 
e n v i r o n m e n t a l  p r o b l e m s  b e y o n d  t h o s e  noted. I n t e r n a t i o n a l
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F o r e s t r y  C o n s u l t a n t s ,  Inc. is not q u a l i f i e d  n o r  e x p e r i e n c e d  
in the a s s e s s m e n t  of e n v i r o n m e n t a l  h a z a r d s .  T h e  facts of 
e n v i r o n m e n t a l  c o n c e r n  that w o u l d  r e a s o n a b l y  be k n o w n  to 
p o t e n t i a l  p u r c h a s e r s  of the p r o p e r t y  h a v e  b e e n  r e p o r t e d  to 
the best of o u r  a b i l i t y  and a n a l y z e d  as t h e y  w o u l d  i n f l u e n c e  
p u r c h a s e  a n d  s a l e  d e c i s i o n s .  No r e s p o n s i b i l i t y  is a s s u m e d  
for any c o n d i t i o n s  not g e n e r a l l y  k n o w n  to the public.

11. No s u r v e y  has b e e n  m a d e  of e n d a n g e r e d  p l a n t  and animal 
species. E x c e p t  as n o t e d  in the r e p ort, the appraisal 
a s s u m e s  m a n a g e m e n t  of the p r o p e r t y  w i t h o u t  r e s t r a i n t s  for 
the p r o t e c t i o n  of a n y  s u c h  s p ecies.

12. C o n s i d e r a b l e  f i n a n c i a l  d a t a  c o n c e r n i n g  t i m b e r  h a r v e s t  
o p e r a t i o n s  on the s u b j e c t  p r o p e r t y  h a v e  b e e n  p r o v i d e d  by 
K o n c o r  F o r e s t  P r o d u c t s ,  C o m p a n y  I n t e r n a t i o n a l  F o r e s t r y  
C o n s u l t a n t s ,  Inc. has a g r e e d  to ke e p  t h a t  d a t a  c o n f i d e n t i a l .  
T h e r e f o r e ,  it is n o t  s h o w n  in this r e p ort. T h e  d a t a  will be 
m a d e  a v a i l a b l e  o n l y  to r e v i e w  a p p r a i s e r s  e m p l o y e d  by the 
S tate of A l a s k a ,  u p o n  t h e i r  a g r e e m e n t  to p r o t e c t  its 
c o n f i d e n t i a l i t y ,  a n d  to any c o u r t  h a v i n g  j u r i s d i c t i o n .

13. C o n t a c t  has b e e n  m a d e  w i t h  one of t h e  a p p r a i s e r s  by an 
A s s i s t a n t  A t t o r n e y  G e n e r a l  of the S t a t e  of A l a s k a  the 
A s s i s t a n t  A t t o r n e y  G e n e r a l  h a d  s e e n  p r e l i m i n a r y  a n a l y s e s  
s u b m i t t e d  to the c l i e n t  for r e v i e w  as to methodo.’ .gy and 
appro a c h .  H e  was s p e c i f i c a l l y  c o n c e r n e d  that the ;appraisal 
w o u l d  be i n c o n s i s t e n t  w i t h  the c o n d i t i o n a l  p u r c h a s e  and sale 
a g r e e m e n t  r e a c h e d  w i t h  the o w n e r s  of t h e  p r o p e r t y .  He was 
a s s u r e d  t h a t  a n e c e s s a r y  p a r t  of p r o f e s s i o n a l  appraisal 
p r a c t i c e  is to r e c o g n i z e  and a n a l y z e  r e c e n t  a n d  p e n d i n g  
s a les of the s u b j e c t  p r o p e r t y .  O n  f u r t h e r  d i s c u s s i o n ,  
i n f o r m a t i o n  a b o u t  the h i s t o r y ,  terms a n d  c o n d i t i o n s  of the 
a g r e e m e n t  w a s  p r o v i d e d  to the a p p r a i s e r s .  T h i s  i n f o r m a t i o n  
was i n c o r p o r a t e d  i n t o  the a p p r a i s a l  a n a l y s i s  and the final 
c o n c l u s i o n  of val u e .  A l t h o u g h  the c o n t a c t  i m p r e s s e d  upon 
the a p p r a i s e r  the s e n s i t i v i t y  of the v a l u a t i o n ,  it has not 
a l t e r e d  t h e  f u l l y  p r o f e s s i o n a l  a p p r o a c h  t a k e n  to the 
a p p r a i s a l  p r o b l e m .  Th i s  c o n t a c t  d o e s  n o t  c o m p r o m i s e  the 
c e r t i f i c a t i o n  s t a t e m e n t :
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• M y  c o m p e n s a t i o n  is n o t  c o n t i n g e n t  u p o n  the r e p o r t i n g  of a 
p r e d e t e r m i n e d  v a l u e  or d i r e c t i o n  in v a l u e  that favors the 
c a u s e  of the c l i ent, t h e  a m o u n t  of the v a l u e  e s t i m a t e ,  
tha a t t a i n m e n t  of a s t i p u l a t e d  result, or the o c c u r r e n c e  
of a s u b s e q u e n t  event.

14. The c o n t r a c t  u n d e r  w h i c h  the a p p r a i s a l  is m a d e  r e q u i r e s  
a d h e r e n c e  to "Part II - I n d i v i d u a l  Parcel R e p o r t s "  w i t h i n  
the " U n i f o r m  A p p r a i s a l  S t a n d a r d s  For Federal L a n d  
A c q u i s i t i o n s "  c i r c a  1992. T h e s e  s t a n d a r d s  p r o h i b i t  a 
c o n c l u s i o n  of h i g h e s t - a n d - b e s t  use as the u s e  to w h i c h  the 
g o v e r n m e n t  will put the p r o p e r t y .  T h e y  a l s o  p r e c l u d e  the 
u s e  as p r i m a r y  e v i d e n c e  of value, of t r a n s a c t i o n s  in w h i c h  
the p u r c h a s e r  is an a g e n c y  w i t h  p o w e r  of c o n d e m n a t i o n .  
T h e r e  are s e v e r a l  s u c h  t r a n s a c t i o n s .  T h e y  have b e e n  
r e p o r t e d  in the a p p r a i s a l  report, but w e r e  c o n s i d e r e d  o n l y  
as s e c o n d a r y  i n f o r m a t i o n  in r e a c h i n g  the c o n c l u s i o n  of 
value. A  d i f f e r e n t  c o n c l u s i o n  m i g h t  h a v e  b e e n  r e a c h e d  by 
c o n s i d e r i n g  t h e s e  s a l e s  as p r i m a r y  i n d i c a t i o n s  of v a l u e .  
T h e r e f o r e  the J u r i s d i c t i o n a l  E x c e p t i o n  of U n i f o r m  S t a n d a r d s  
of P r o f e s s i o n a l  A p p r a i s a l  P r a c t i c e  is i n v o k e d  by t h e  
a p p r a i s e r s .
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R E F E R E N C E S

T h e  legal d e s c r i p t i o n  of t h e  s u b j e c t  p r o p e r t y  was p r o v i d e d  
by A l a s k a  D e p a r t m e n t  of N a t u r a l  R e s o u r c e s  in the form of a 
c o p y  of t h e  P A R T I T I O N  P A R C E L  W A R R A N T Y  D E E D  from T h e  A f o g n a k  
J o i n t  V e n t u r e  to O l d  H a r b o r  N a t i v e  C o r p o r a t i o n  and A k h i o k -  
K a g u y a k ,  Inc. A p r e l i m i n a r y  t i t l e  r e p o r t  was al s o  p r o v i d e d .  
T h e  t i t l e  re p o r t  and its legal d e s c r i p t i o n  is r e p r o d u c e d  in 
A D D E N D U M  I.

M a p s  a n d  aerial p h o t o g r a p h s  w e r e  p r o v i d e d  by A' ska D.N.I'. 
a n d  r e p r e s e n t a t i v e s  of Seal B a y  T i m b e r  C ompa and w e t e  
o b t a i n e d  f r o m  c o m m e r c i a l  s o u r c e s .  M a p s  are al_o r e p r o d u c e d
in A D D E N D U M  I.

I n f o r m a t i o n  about z o n i n g  w a s  p r o v i d e d  by the P l a n n i n g
D e p a r t m e n t  of the K o d i a k  I s l a n d  B o r o u g h .  F o r e s t  P r a c t i c e  
r e g u l a t i o n s ,  s h o r e l i n e  m a n a g e m e n t  r e q u i r e m e n t s ,  and 
e n v i r o n m e n t a l  r e g u l a t i o n s  w e r e  p r o v i d e d  by the A l a s k a  
D e p a r t m e n t  of N a t ural R e s o u r c e s .

D a t a  for p o s s i b l e  c o m p a r a b l e  s a l e s  t r a n s a c t i o n s  w e r e  
p r o v i d e d  b y  the K o d i a k  I s l a n d  B o r o u g h  A s s e s s o r ;  the
A s s e s s o r ’s o f f i c e  of the K e n a i  B o r o u g h ;  Horan, C o r a k  and
C o m p a n y ;  S h o r e t t  and R e i l y ;  a n d  A f f i l i a t e d  A p p r a i s e r s  of
A l a s k a .  T h e  latter 3 a p p r a i s a l  firms s u p p l i e d  c o n f i r m e d
i n f o r m a t i o n ,  a n a l y s e s  of the d a t a  and p h Q t o g r a p h s .
A d d i t i o n a l  r e c o n f i r m a t i o n s  w e r e  m a d e  w h e r e  p o s s i b l e  and 
a n a l y s e s  w e r e  re d o n e  w i t h  a d d i t i o n a l  i n f o r m a t i o n  w h e n
a p p r o p r i a t e .
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P U R P O S E  O F  T H E  A P P R A I S A L

The p u r p o s e  of the a p p r a i s a l  is to e s t i m a t e  the ma r k e t  v a l u e  
of the fee s i m p l e  i n t e r e s t  in the s u r f a c e  estate of the 
p r o p e r t y .  M a r k e t  v a l u e  is d e f i n e d  as

T he m o s t  p r o b a b l e  p r i c e  w h i c h  a p r o p e r t y  sh o u l d  b r i n g  
in a c o m p e t i t i v e  and o p e n  m a r k e t  u n d e r  all c o n d i t i o n s  
r e q u i s i t e  to a fair sale, the b u y e r  a n d  se l l e r  e a c h  
a c t i n g  p r u d e n t l y  and k n o w l e d g e a b l y ,  a n d  a s s u m i n g  the 
p r i c e  is not a f f e c t e d  by u n d u e  s t i m u l u s .  Imp l i c i t  in 
this d e f i n i t i o n  is the c o n s u m m a t i o n  of a sale as of a 
s p e c i f i e d  d a t e  and the p a s s i n g  of t i t l e  f r o m  s e l l e r  to 
b u y e r  u n d e r  c o n d i t i o n s  w h e r e b y :

1. b u y e r  and s e l l e r  are t y p i c a l l y  m o t i v a t e d ;
2. b o t h  p a r t i e s  are well i n f o r m e d  or well advised, and 

a c t i n g  in what they c o n s i d e r  t h e i r  b e s t  int e r e s t s ;
3. a r e a s o n a b l e  time is a l l o w e d  for e x p o s u r e  in the 

o p e n  m a r k e t ;
4. P a y m e n t  is m a d e  in t e r m s  of c a s h  in U n i t e d  S t a t e s  

d o l l a r s  or in t erms of f i n a n c i a l  a r r a n g e m e n t s  
c o m p a r a b l e  thereto; and

5. the p r i c e  r e p r e s e n t s  the n o r m a l  c o n s i d e r a t i o n  for 
the p r o p e r t y  s o l d  u n a f f e c t e d  by s p e c i a l  c r e a t i v e  
f i n a n c i n g  or s a les c o n c e s s i o n s  g r a n t e d  by a n y o n e  
a s s o c i a t e d  w i t h  the sale.^- ,

S C O P E  OF T H E  A P P R A I S A L

P r o p e r t y  R i g h t s  A p p r a i s e d

The p r o p e r t y  r i g h t s  a p p r a i s e d  a r e  the s u r f a c e  estate. T h e  
s u b s u r f a c e  e s t a t e  is o w n e d  by K o n i a g  C o r p o r a t i o n .

The s u b j e c t  is a p p r a i s e d  as a fee s i m p l e  a b s o l u t e  e s t a t e  
w h i c h  is d e f i n e d  as follows:

"An a b s o l u t e  o w n e r s h i p  u n e n c u m b e r e d  b y  any o t h e r  
i n t e r e s t  or estate; s u b j e c t  o n l y  to the l i m i t a t i o n s  of 
e m i n e n t  d o m a i n ,  escheat, p o l i c e  power, a n d  t a x a t i o n s . " 2

The a p p r a i s a l  a s s u m e s  that t i t l e  to the t i m b e r  is v e s t e d  in 
the o w n e r  of the u n d e r l y i n g  land.

1 U n i f o r m  S t a n d a r d s  of P r o f e s s i o n a l  A p p r a i s a 1 P r a c t i c e . T h e  
A p p r a i s a l  F o u n d a t i o n ,  1990.

2 The D i c t i o n a r y  of Real E s t a t e  A p p r a i s a 1 . T h e  Appraisal 
I ns t i t u t e ,  C h i c a g o ,  1984, p 123.
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The A p p r a i s a l  P r o c e s s

The a p p r a i s a l  p r o c e s s  is an a n a l y s i s  of th e  fo r ce s of s u p p l y  
and de ma nd , a n d  the b a l a n c e  r e a c h e d  b e t w e e n  t h os e forces in 
the m a r k e t  pl ac e.  An o r d e r l y  p r o c e s s  is a p p l i e d  to the 
a pp ra is al  a s s i g n m e n t  to p r o v i d e  a logical m e t h o d  for 
c o n s i d e r i n g  all the f ac t or s w h i c h  i n f l u e n c e  p r o p e r t y  value. 
Th e p r o b l e m  is d e f i n ed . T h e  p e r t i n e n t  d a t a  is g a t h e r e d  and 
ana lyz ed.  T h e  ov er al l e n v i r o n m e n t  s u r r o u n d i n g  the su b j e c t  
p r o p e r t y  is s t u d i e d  to u n d e r s t a n d  the s p e c i f i c  factors w h i c h  
i n f l u e n c e  its value.

A p p r a i s a l  m e t h o d o l o g y  e m p l o y s  t h r e e  a p p r o a c h e s  for 
d e t e r m i n i n g  value: the Cos t A p p r o a c h ;  the In co me
C a p i t a l i z a t i o n  A p p r o a c h ;  an d  the S a l e s  C o m p a r i s o n  App ro ach . 
T h e  a p p l i c a b i l i t y  of e a c h  a p p r o a c h  v a r i e s  d e p e n d i n g  on the 
n a t u r e  of t he  p a r t i c u l a r  a pp r a i s a l  p r o b l e m .  O n l y  the Inc ome  
C a p i t a l i z a t i o n  and Sa le s C o m p a r i s o n  A p p r o a c h e s  we re  
c o n s i d e r e d  in f o r m i n g  an o p i n i o n  of v a l u e  of the s u b j e c t  
p ro pe r t y .  T h e  C o s t  A p p r o a c h  was not c o n s i d e r e d  a p p r o p r i a t e  
for the v a l u a t i o n  of t i m b e r  and land.

Th e  v a l u e  i n d i c a t i o n s  f r o m  t he se  a p p r o a c h e s  are th en  
r e c o n c i l e d  i n t o  a s i n g l e  e s t i m a t e  of M a r k e t  Va lu e.

T h e  p r o p e r t y  was i n s p e c t e d  and s a m p l e  c r u i s e  p lot s w e r e  
t ak en to v a l i d a t e  the t i m b e r  i n v e n t o r y  that was p r o v i d e d .  
O p e r a t i n g  c o n d i t i o n s  for t i m b e r  m a n a g e m e n t  w e r e  e v a l u a t e d  
an d th e e x t e n t  of d e v e l o p m e n t  for h a r v e s t  was as ses se d. T h e  
p r o x i m i t y  of o t h e r  t i m b e r  o p e r a t i o n s  was d e t e r m i n e d .  A 
ge n era l o p i n i o n  of the m a r k e t a b i l i t y  of the p r o p e r t y  was 
fo r m u l a t e d .

Da t a w e r e  g a t h e r e d  f r o m  the p r e s e n t  o w n e r s  of the pr ope rt y. 
T h e s e  c o n s i s t e d  of a r ec o r d  of o w n e r s h i p ,  f in an c i a l  recor ds  
of t i m b e r  h a r v e s t  op e r a t i o n s ,  d e p l e t i o n  of the t im b e r  
i n v en to ry ,  i n v e s t m e n t s  in roads a n d  o t h e r  o p e r a t i n g  
f a c i l i t i e s ,  a n d  o t h e r  in fo r ma ti on .

D a t a  w e r e  g a t h e r e d  f r o m  p u b l i c  s o u r c e s  a n d the files of 
o t he r a p p r a i s e r s .  This i n f o r m a t i o n  was v e r i f i e d  and 
i n s p e c t e d  to d e t e r m i n e  c o m p a r a b i l i t y  to the s u b j e c t  
p r o p e r t y .  S o u r c e s  of o t h e r  i n f o r m a t i o n ,  a n d  e xp er ts  in 
A l a s k a  p r o p e r t i e s  an d  t i m b e r  o p e r a t i o n s  w e r e  int er vi e we d.

T h e  b o d y  of i n f o r m a t i o n  was a n a l y z e d  by  the two a p p l i c a b l e  
a p p r o a c h e s  to v a l u a t i o n  in c o n f o r m i t y  w i t h  USPAP. An 
e s t i m a t e  wa s m a d e  of the v a l u e  of the t i m b e r  to a b u y e r  or 
s e l l e r  c o n t e m p l a t i n g  r e c o v e r y  of the v a l u e  plus a re tu rn  on 
i n v e s t m e n t  t h r o u g h  t im b e r  ha rve st . T h a t  v a l u e  e s t i m a t e  was 
r e p o r t e d  an d  a l s o  u s e d  as a unit of c o m p a r i s o n  to adj us t 
c o m p a r a b l e  s a l e  e v i d e n c e  to an e s t i m a t e  of the va lue  of the 
p r o p e r t y .
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" U n i f o r m  A p p r a i s a l  S t a n d a r d s  Fo r  F e d e r a l  L a n d  A c q u i s i t i o n s” 
c i r c a  1992. c o n t a i n s  p r o h i b i t i o n s  a g a i n s t  c o n c l u d i n g  that 
h i g h e s t - a n d - b e s t  u s e  is t h e  i n t e n d e d  u s e  for w h i c h  a 
g o v e r n m e n t  a g e n c y  will a c q u i r e  th e p r o p e r t y .  T h e s e  
s t a n d a r d s  a ls o g e n e r a l l y  p r o h i b i t  the u s e  of p u r c h a s e s  by 
c o n d e m n i n g  a u t h o r i t i e s  as s a l e s  e v i d e n c e .  T h e  DN R  c o n t r a c t  
for this a pp ra i s a l  s t r o n g l y  d i s c o u r a g e s  th e us e of S t a t e  
p u r c h a s e s  and inf ers  that the u s e  of s u c h  s a l e s  e v i d e n c e  in 
the a b s e n c e  of any p r i v a t e  s a l e s  is p r o h i b i t e d .

Th e  federal A p p r a i s a l  S t a n d a r d s  i n c l u d e  l a n g u a g e  w h i c h  
p e r m i t s  d e p a r t u r e  f r o m  the s t a n d a r d s .  T h e  s t a t e m e n t  is 
made, "T h e r e f o r e ,  t h e s e  s t a n d a r d s  s h o u l d  n o t  be  c o n s i d e r e d  
as r i g i d  rules w h i c h  m u s t  be a p p l i e d ,  w i t h o u t  m o d i f i c a t i o n ,  
in e v e r y  i n s t a n c e . "3 A f u r t h e r  s t a t e m e n t  is made, 
" A p p r a i s e r s  s h o u l d  feel fr e e to d e v i a t e  f r o m  t h e s e  s t a n d a r d s  
in t h o s e  u n i q u e  c a s e s  in w h i c h  d e v i a t i o n  is r e q u i r e d  to 
p r o p e r l y  s o l v e  the a p p r a i s a l  p r o b l e m ,  an d  s u c h  d e v i a t i o n  can 
be a d e q u a t e l y  j u s t i f i e d . "

Th e  s e l e c t i o n  of sale, for c o n s i d e r a t i o n  as c o m p a r a b l e  s a l e s  
has p u r p o s e l y  i n c l u d e d  a. m a n y  t r a n s a c t i o n s  as p o s s i b l e  ov er  
a t im e s p a n n i n g  n e a r l y  a d e c a d e  in o r d e r  to c o n s i d e r  the 
c o m p l e t e  s p e c t r u m  of s a l e s  an d  p u r c h a s e s  in the m a r k e t  for 
lands s i m i l a r  to the s u b j e c t  p r o p e r t y .  S t a t e  ,and o t h e r  
g o v e r n m e n t  p u r c h a s e s  m a k e  up a l a rg e s h a r e  of this b o d y  of 
i n f o r m a t i o n ,  in t e rms  of a c re s .  G o v e r n m e n t  p u r c h a s e s ,  
h ow eve r,  are a m i n o r i t y  of the  p u r c h a s e s  in t erm s of the 
n u m b e r  of s a le s W h e n  a d j u s t m e n t  is m a d e  f o r  t i m b e r  v a l u e  
the s p r e a d  in a d j u s t e d  p r i c e  f r o m  low es t to h i g h e s t  is 60% 
of th e  lowest. T h i s  is not u n c o m m o n  a n d  b o t h  p r i v a t e  and 
g o v e r n m e n t  p u r c h a s e s  ar e f o u n d  in b o t h  th e low an d h i g h  ends 
of the range. W h e n  o n e  p r i v a t e  p u r c h a s e  is a d j u s t e d  for 
s i z e  r e l a t i v e  to the s u b j e c t ,  the s p r e a d  is r e d u c e d  to 40% 
of the  lowest a d j u s t e d  pri ce.  L i m i t a t i o n  of the c o m p a r a b l e  
s a l e s  to p r i v a t e  t r a n s a c t i o n s  w o u l d  no t a p p e a r  to be a 
d i s t o r t i o n .

In all the s a l e s  r e p o r t e d ,  s e l l e r s  e n j o y e d  t h e  a l t e r n a t i v e  
of c o n t i n u e d  o w n e r s h i p ,  w i t h  a t t e n d a n t  b e n e f i t s ;  or sa le  of 
p ar ti al  i n t e r e s t s  s u c h  as t im ber , a n d  s p e c u l a t i o n  on the 
f u t u r e  v a l u e  of the land. T h e  s u p p l y  f o r c e s  at w o r k  in this 
m a r k e t  i n c l u d e  e x p e c t a t i o n  for f u t u r e  u s e  of t hei r 
p r o p e r t i e s  by  the c u r r e n t  owner s.  T h e s e  e x p e c t a t i o n s  are  as 
m u c h  a pa rt  of the s u p p l y / d e m a n d  e q u a t i o n  as a l t e r n a t i v e s  
for p u r c h a s e  or sale. In the n e g o t i a t i n g  p r o c e s s  s e l l e r s

Ap p r a i s a l  P r o b l e m s

■̂U n i f o r m  A p p r a i s a l  S t a n d a r d s  for F e d e r a  1 L a n d  A c q u i s i t i o n s , 
I n t e r a g e n c y  L a n d  A c q u i s i t i o n  C o n f e r e n c e ,  W a s h i n g t o n  D.C.,
1992.
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h a v e  e s t a b l i s h e d  v al u e s  b e l o w  w h i c h  s u c h  p r o p e r t i e s  are  not 
for sale.

A r e c e n t  d e v e l o p m e n t  is t h e  c r e a t i o n  of the E x x o n  V a l d e z  Oil 
Sp ill S e t t l e m e n t  T r u s t e e  C o u n c i l .  As of the v a l u a t i o n  da te  
of t h e  a p p r a i s a l  the s u b j e c t  h a d  b e e n  i d e n t i f i e d  by the 
R e s t o r a t i o n  T r u s t  as one of th e m o s t  d e s i r a b l e  p r o p e r t i e s  
for a c q u i s i t i o n .  T r a n s c r i p t s  of the  m i n u t e s  of that 
o r g a n i z a t i o n ' s  m e e t i n g s  g i v e  c l e a r  i n d i c a t i o n  that it will 
act as a p a r t i c i p a n t  in t h e  m a r k e t  for natur al  r e s o u r c e  
l a n d s . 4 a  s t r o n g  e l e m e n t  of m a r k e t  d e m a n d  fro m that 
a c t i v i t y  m u s t  be c o n s i d e r e d  in o r d e r  to re ach  the c o r r e c t  
s o l u t i o n  of th e a p p r a i s a l  p r o b l e m .  H i s t o r i c  d a t a  of p r i v a t e  
m a r k e t  a c t i v i t y  do not a d e q u a t e l y  re f l e c t  ho w the i n f u s i o n  
of R e s t o r a t i o n  T r u s t  m o n e y  m a y  a f f e c t  the p r i v a t e  m a rk et . 
E v e n  the  p u r c h a s e s  b y g o v e r n m e n t  a g e n c i e s  are not 
n e c e s s a r i l y  a g o o d  r e f l e c t i o n  of this r e l a t i v e l y  ne w  f o r c e  
in t he  m a r k e t .

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

T h e  a p p r a i s a l  will be u s e d  in n e g o t i a t i o n  for a c q u i s i t i o n  of 
th e  p r o p e r t y  by  the S t a t e  of Al a s k a .  T h e  a pp ra i s a l  is a 
c o n t i n g e n t  c o n d i t i o n  of a p u r c h a s e  and sa le  a g r e e m e n t  that 
ha s  b e e n  rea ch ed .

4E x x o n  V a l d e z  Oil Spill S e t t l e m e n t  T r u s t e e  Council , 
T r a n s c r i p t  of m e e t i n g ,  M a y  13, 1993.
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D E S C R I P T I O N  O F  T H E  P R O P E R T Y

T o l s t o i  
a s t r ip  
A sort 

to ''he

The  p r o p e r t y  c o n s i s t s  of a p p r o x i m a t e l y  17,167 acres on 
A f o g n a k  I s l a n d  in s o u t h w e s t  A l a s k a .  M o r e  s p e c i f i c a l l y ,  the

Point, an a r e a  on the s o u t h  s i d e  
of l a n d  b e t w e e n  To nki Bay an d

y a r d  p r o p e r t y  a d j o i n s  D i s c o v e r e r  
par c el  is by  air or w a t e r  

t r a n s p o r t a t i o n .  A n e t w o r k  of g r a v e l  s u r f a c e d  roads has b e e n  
c o n s t r u c t e d  for ti mb er  h a r v e s t  o p e r a t i o n s .  T h e s e  r oa ds  
c o n n e c t  to a s y s t e m  that has its t e r m i n u s  at the sort y a r d  
on K a z a k o f  Bay. Th e  p r e s e n t  o w n e r s  e n j o y  ac c e s s  to this
n e t w o r k  t h r o u g h  t he ir  b e in g p a r t i e s  to the  A f o g n a k  I s l a n d
R o a d  U s e  A g r e e m e n t  and the D i s c o v e r e r  B a y  Log T r a n s f e r  
F a c i l i t y  A g r e e m e n t s .

T h e  t e r r a i n  on the p r o p e r t y  is g e n e r a l l y  q u i t e  g en tle . 
E l e v a t i o n  r a n g e s  from se a level to 1, 209 feet at the Seal
V A B M  on th e  eas t si de  of the p r o p e r t y .  S l o p e s  a r e  m o s t l y  
u n d e r  50% e x c e p t  for s o m e  st eep  b a n k s  on T o n k i  Bay.

T h e r e  is a l o g g i n g  c am p at D a n g e r  B a y  on K a z a k o f  Bay, w h e r e  
the s o r t  y a r d  is e q u i p p e d  to p r e p a r e  log ra fts  for l o a d i n g  
logs on sh i ps . T h e r e  are  no i m p r o v e m e n t s  on the s u b j e c t  
p r o p e r t y .  <

L e q a 1 D e s c r i p t i o n

T h e  par ce l 
21 South, 
M e r i d i a n . 
A d d e n d u m  I

c o n t a i n s  p o r t i o n s  of T o w n s h i p s  20 
a n d  R a n g e  17 west t h r o u g h  19 
A c o m p l e t e  legal d e s c r i p t i o n  is 
M a p s  are i n c l u d e d  in A d d e n d u m  I

S o u t h  t h r o u g h  
West, S e w a r d  
p r o v i d e d  in

S t a t e m e n t  of O w n e r s h i p  and H i s t o r y  of t h e  S u n i e c t  P r o p e r t y

The  p r o p e r t y  is o w n e d  by a joint v e n t u r e  c o n s i s t i n g  of the 
A k h i o k - K a g u y a k  N a t i v e  C o r p o r a t i o n  a n d  the O l d  H a r b o r  N a t i v e  
C o r p o r a t i o n .  T h e  joint v e n t u r e  a c q u i r e d  t i t l e  by p a r t i t i o n  
f r o m  the A f o g n a k  Jo in t V e n t u r e ,  w h i c h  w a s  the o r i gi na l 
r e c i p i e n t  of p a t e n t  for the A N I L C A  s e l e c t i o n s  on A f o g n a k  
Island. T h e  joint v e n t u r e  p l a n s  to t r a n s f e r  ti tle to the 
land to a s u b s i d i a r y  c o r p o r a t i o n  c a l l e d  Seal Bay T i m b e r  
C o m p a n y .  Seal Bay  Ti mb er  Co. a l r e a d y  owns the c u t t i n g  
r i g h t s  to the timber. A p r e l i m i n a r y  c o m m i t m e n t  for t i t l e  
i n s u r a n c e  has  b e e n  i s s u e d  by W e s t e r n  A l a s k a  La nd  T i t l e  
C o m p a n y .  A t i t l e  report has a l s o  b e e n  p r e p a r e d  by the T i t l e  
and C o n t r a c t s  Sec ti on , A l a s k a  D e p a r t m e n t  of N a tu ra l 
R e s o u r c e s .

T h e  D N R  t i t l e  re por t m a k e s  n o t e  of 2 s e c t i o n s  i n c l u d e d  in 
the o r i g i n a l  p a t e n t  that we re  o m i t t e d  f r o m  the de e d to 
A k h i o k - K a g u y a k / O l d  H a r b o r  joint v e n t u r e .  T h i s  o m i s s i o n  is
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not s i g n i f i c a n t  to the a p p r a i s a l  b e c a u s e  bo t h s e c ti on s are 
off s h o r e  in T o n k i  Bay.

I n s p e c t i o n  of the S u b j e c t  P r o p e r t y

Th e s u b j e c t  p r o p e r t y  was p e r s o n a l l y  i n s p e c t e d  by W i l l i a m  B. 
W a l l a c e ,  ACF, R P F  and  T h o m a s  M. H a n s o n ,  A C F  on June 15
t h r o u g h  18, 1993.

An i n v e n t o r y  of the  m e r c h a n t a b l e  t i m b e r  was m a d e  by Wes 
R i c k a r d  A s s o c i a t e s  in 1991. T h o m a s  M. H a n s o n  and W i l l i a m  B. 
W a l l a c e  of I n t e r n a t i o n a l  F o r e s t r y  C o n s u l t a n t s ,  Inc. e x a m i n e d  
p l o t s  t a k e n  by a R i c k a r d  s u b c o n t r a c t o r ,  m e a s u r e d  ad di tio na l 
p lo ts of t h e i r  o w n  and  c o m p a r e d  a c t u a l  v o l u m e  cut wi t h 
c a l c u l a t i o n s  of u n i t  v o l u m e s  from  the  R i c k a r d  inventory. 
Th e c a l c u l a t e d  u n i t  v o l u m e s  ar e  c o m p a r e d  to v o l u m e  r em ove d 
in a t i m b e r  c r u i s e  s u m m a r y  fo und  in A D D E N D U M  II. The  
i n v e n t o r y  wa s f o u n d  to be ab ou t 85%  to 90% of the true 
volume, b a s e d  on the c u t o u t  an d I N F O  p lo ts  w i t h  c ur r en t
u t i l i z a t i o n  s t a n d a r d s .

T h e r e  w e r e  no i n d i c a t i o n s  on an y of t h e  a re as  v i s i t e d  by the 
a p p r a i s e r s  of a n y  e n v i r o n m e n t a l  h a z a r d s ,  toxic wa ste  or
sp i l l s  of h a z a r d o u s  m a t e r i a l s .  L o g g i n g  o p e r a t i o n s  u s u a l l y  
p r o d u c e  s o m e  spillage, of oil an d h y d r a u l i c  fluids fro m 
e q u i p m e n t .  On  th e o p e r a t i o n s  on the s u b j e c t  p r o p e r t y  such  
sp il ls  a p p e a r  to be v e r y  well c o n t a i n e d  and ,have been
c l e a n e d  u p to an u n u s u a l l y  h i g h  s t a n d a r d  on c o m p l e t e d  
lo g g i n g  un i t s .  I n f o r m a t i o n  f r o m  the o w n e r s  of the p r o p e r t y  
i n d i c a t e s  that b e a c h e s  on the  west  s i d e  of T o ls t oi  Point 
w e r e  a f f e c t e d  by o i l i n g  f r o m  the E x x o n  V a l d e z  oil spill. 
T h e r e  is n o  i n d i c a t i o n  v i s i b l e  f r o m  t h e  air  at the pr es en t 
time of d a m a g e  d o n e  by this oiling.

D at e of O p i n i o n  of V a l u e

Th e v a l u e  of the p r o p e r t y  is a p p r a i s e d  as of M a y  14, 1993. 

R e g i on al  A n a l y s i s

For this a p p r a i s a l ,  the r e g i o n  is d e f i n e d  as S ou t hw es t 
A la ska , w h i c h  g e n e r a l l y  c o n s i s t s  of the A l a s k a  Peninsula, 
the K o d i a k  I s l a n d  B o r o u g h  and  the A l e u t i a n  Islands.

The r i n c i p a l  c e n t e r s  of p o p u l a t i o n  a n d  e c o n o m i c  a c t iv it y 
are . o c a t e d  in th e  K o d i a k  I sl a n d  B o r o u g h  and  in the C it y of 
Kodiak. T r a n s p o r t a t i o n  is p r o v i d e d  e x c l u s i v e l y  by air and 
w a te r c a r r i e r s .  T h e r e  ar e l i m i t e d  p u b l i c  roads ar ou nd the 
K o d i a k  v i c i n i t y  a n d  p r i v a t e  l o g g i n g  r o a d s  on A f o g n a k  Island. 
T h e r e  is a r e g i o n a l  a i r p o r t  at K o di ak . N u m e r o u s  lakes 
inlets, b a y s  a n d  c ov es  p r o v i d e  l a n d i n g  o p p o r t u n i t i e s  for 
a i r c r a f t  e q u i p p e d  w i t h  floats.
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T h e  p r i m a r y  s o u r c e s  of e m p l o y m e n t  in t h e  a r e a  a r e  fi sh ing , 
fo re st  p r o d u c t s  h a r v e s t  a n d  t ou ris m.  T h e  l a r g e s t  e m p l o y e r s
are b u s i n e s s e s  r e l a t e d  to f i s h i n g  a n d log gi n g.  T r a d e
i n c l u d e s  f i s h  a n d  f i s h  p r o d u c t s ,  a nd  a s i g n i f i c a n t  v o l u m e  of 
1 o g s .

N e i g h b o r h o o d  A n a l y s i s

T h e  n e i g h b o r h o o d  is d e f i n e d  as A f o g n a k  Island.

The  i s l a n d  is c h a r a c t e r i z e d  by f o r e s t s  w i t h  a few ho mes , 
small farms and s i t e s  for r e c r e a t i o n a l  h u n t i n g  a n d  f is hi ng.  
E l e c t r i c  p o w e r  an d  t e l e p h o n e  ar e p r o v i d e d  by o n - s i t e
f a c i l i t i e s  at e a c h  c a m p  or home. E x t e n s i v e  t i m b e r  h a r v e s t  
is s u p p o r t e d  b y a n e t w o r k  of p r i v a t e  r o a d s  a n d  l o g g i n g  
c a m p s .

A l a r g e  p r o p o r t i o n  of the  p r o p e r t y  on th e i s l a n d  i3 o w n ed  by 
A l a s k a  N a t i v e  c o r p o r a t i o n s .

U r b a n  s e r v i c e s  an d  a m e n i t i e s  a r e  a v a i l a b l e  in K o d i a k  w h i c h  
ca n be r e a c h e d  o n l y  by b o a t  or by a i r c r a f t .

M e r c h a n t a b l e  T i m b e r

T i m b e r  th at  is t h e  s u b j e c t  of this a p p r a i s a l  is l o c a t e d  o v e r
the e n t i r e  p r o p e r t y .  S e e  the a t t a c h e d  ma p , in A d d e n d u m  I,
for l o c a t i o n  an d t i m b e r  type.

Th e  t i m b e r  was c r u i s e d  by W e s  R i c k a r d  A s s o c i a t e s  in 1990 an d
1991. A n  e x t e n s i v e  i n v e n t o r y  was d e s i g n e d  to p r o v i d e
r e l i a b l e  e s t i m a t e s  of t i m b e r  v o l u m e  on r e a s o n a b l e
s u b d i v i s i o n s  of the  Seal B a y  an d  T o n k i  C a p e  ar eas . T h e
a n a l y s i s  of cut v o l u m e  v e r s u s  c r u i s e d  v o l u m e  d o e s  not  s h o w  
an u n u s u a l  c o n d i t i o n  or i n d i c a t e  a s e r i o u s  f l a w  in the
i n v e n t o r y  da*.a. It is a f a i r l y  c o m m o n  m a t t e r  for 
p r o s p e c t i v e  p u r c h a s e r s  of la rge  t r a c t s  of t i m b e r  to fi n d 
that t i m b e r  i n v e n t o r i e s  o v e r s t a t e  or u n d e r s t a t e  t r u e  v o l u m e  
as m e a s u r e d  by th e  v o l u m e s  a c t u a l l y  cut f r o m  s e l e c t e d  areas. 
A p r u d e n t  b u y e r  wi ll  u s u a l l y  test an i n v e n t o r y  in m u c h  the 
s a m e  w a y  as I N F O  d i d  a n d  t h e n  m a k e  a p p r o p r i a t e  
r e c a l c u l a t i o n s  i n the  p r o c e s s  of f o r m u l a t i n g  a b i d  for the 
p r o p e r t y .

T h e  total t i m b e r  c r u i s e  is s u m m a r i z e d  in T a b l e  1, of
A d d e n d u m  II. It wa s n e c e s s a r y  to r e c a l c u l a t e  th e i n v e n t o r y  
s u m m a r y  to c o n f o r m  to the  b o u n d a r i e s  of th e  Seal Bay and 
T o n k i  C a p e  U n i t s  as u s e d  in this a p p r a i s a l .

M e r c h a n t a b l e  t i m b e r  c o n s i s t s  of 8 m a j o r  typ es,  i d e n t i f i e d  in 
terms of s t o c k i n g  a n d  e l e v a t i o n .  S i g n i f i c a n t  a m o u n t s  of 
v o l u m e  i d e n t i f i e d  in the  i n v e n t o r y  ar e  u n a v a i l a b l e  for 
h a r v e s t  d u e  to r e q u i r e m e n t s  for b u f f e r s  on s t r e a m s  a n d  
a r o u n d  lake3, an d b e c a u s e  of o p e r a t i n g  c o n s i d e r a t i o n s  w h e r e
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t : m b e r  t y p e  i sl a nd s are i s o l a t e d  f r o m  n o r m a l  h a r v e s t  u n i t  
desi gn.  T h e  e x p e c t a t i o n  of c u t t i n g  10%  to 15% m o r e  t h a n  th e 
i n v e n t o r y  is b e l i e v e d  to be a d e q u a t e  to o f f s e t  t h e s e  t i m b e r  
r e s e r v a t i o n s .  Th e v o l u m e  i n  the t i m b e r  i n v e n t o r y  is 
c o n s i d e r e d  to be the v o l u m e  a p r u d e n t  o w n e r  and p r o s p e c t i v e  
p u r c h a s e r  w o u l d  r e c o g n i z e  as a v a i l a b l e  fo r h a r v e s t  in t h e i r  
e v a l u a t i o n s  of the timber. A l l o w a n c e  for losses from  the 
i n v e n t o r y  in this w a y  al s o w o u l d  tend  to le ss e n  th e ri sk  
p e r c e i v e d  by the o w n e r  or a p u r c h a s e r .  T h e  o r i g i n a l  
i n v e n t o r y  is r e d u c e d  for this a p p r a i s a l  by  the a m o u n t  cut  in 
o p e r a t i o n s  t h r o u g h  M a y  of 1 9 93 . Th i s a l l o w a n c e  for t i m b e r  
d e p l e t i o n  is not  s i m p l y  a d e d u c t i o n  of the  s c a l e d  v o lu me .  
An  e s t i m a t e  of v o l u m e  b a s e d  o n  c a l c u l a t i o n s  f r o m  t h e  c r u i s e  
p l o t s  l o c a t e d  in the u n it s c u t  has b e e n  d e d u c t e d  f r o m  the 
o r i g i n a l  cruise. Th is  a v o i d s  the c o n f u s i o n  of m i x i n g  
e s t i m a t e d  v o l u m e  w i t h  act ua l m e a s u r e d  v ol um e s .

T i m b e r  H a r v e s t  C o n d i t i o n s

L o g g i n g  c o n d i t i o n s  ar e r e a s o n a b l y  good. The t e r r a i n  is 
g e n t l e  o v e r  m u c h  of the t i m b e r e d  area. G e n e r a l l y ,  l o g g i n g  
c a n  be a c c o m p l i s h e d  w i t h  a c o m b i n a t i o n  of h i g h l e a d  a n d  
sho ve l l a g g i n g  me th o d s .

C o n s t r u c t i o n  of ne w  ro ad  w o u l d  be r e q u i r e d  to a c c e s s  the 
e n t i r e  p r o p e r t y .  E x i s t i n g  r o a d  s e r v e s  the l o g g i n g  u n i t s  
that h a v e  be en  h a r v e s t e d  a n d  i n t e r v e n i n g  a r e ^ s . Th e 
e x i s t i n g  r o a d  s y s t e m  will n e e d  to b e e x t e n d e d  a n d  s p u r s  
c o n s t r u c t e d  into u n i t s  a l r e a d y  d e v e l o p e d .  A c c e s s  to the 
p r o p e r t y  is a v a i l a b l e  t h r o u g h  e x i s t i n g  r i g h t - o f - w a y  
a g r e e m e n t s  b e t w e e n  all the  t i m b e r l a n d  o w n e r s  in the 
v i c i n i t y .  P r o v i s i o n s  for c o o p e r a t i v e  a c c e s s  b e t w e e n  o w n e r s  
are  b i n d i n g  and t r a n s f e r a b l e .

No u nu su al  road c o n s t r u c t i o n  and l o g g i n g  m e t h o d s  are 
a n t i c i p a t e d .
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H I G H E S T  A N D  B E S T  U S E  A N A L Y S I S

Legal c o n s i d e r a t i o n s : Th e  Seal B a y  U n i t  is zoned C -
C o n s e r v a t i o n  D i s t r i c t  by the K o d i a k  Is l an d Borough. The 
s t a t e d  p u r p o s e  of this zone is:

A. To e n c o u r a g e  the use of the land  for large lot 
s i n g l e - f a m i l y  r e s i d e n t i a l  an d a g r i c u l t u r a l  pu rp o s e s ;

B. to e n c o u r a g e  the c o n t i n u e d  u s e  of land for ope n 
s p a c e  areas; and

C. To e n c o u r a g e  the d i s c o n t i n u a n c e  of e x i s t i n g  use s 
that are not p e r m i t t e d  u n d e r  p r o v i s i o n s  of this 
c h a p t e r .

P e r m i t t e d  u s e s  in this zone i n c l u d e  f o r e s t r y  a c t i v i t i e s  and 
a c c e s s o r y  b u i l d i n g s .  S i n g l e  f a m i l y  d w e l l i n g s  are p e r m i t t e d  
on l a rg e lots. T h e  m i n i m u m  lot is 5 acres. Act ual  uses of 
land on A f o g n a k  I sl a n d  are a l m o s t  e x c l u s i v e l y  l i mi te d  to 
f o r e s t r y  a c t i v i t i e s  and  the a n c i l l a r y  r e s i d e n t i a l  f a c i l i t i e s  
in l o g g i n g  camps. Log t r a n s f e r  f a c i l i t i e s  and camps ha ve  
b e e n  c o n s t r u c t e d  on K a z a k o f  B a y  T het ' ar e  a very small 
n u m b e r  of s i n g l e - f a m i l y  r es id enc es-  - m o s t l y  r e c r e a t i o n  
». ab ins  - a n d  2 c o m m e r c i a l  lodges, 1 on Seal Bay. A m u l t i­
fa m i l y  d e v e l o p m e n t  is u n d e r  c o n s t r u c t i o n  by the A l e n e v a  
Joint V e n t u r e ,  o v e r l o o k i n g  R a s p b e r r y  Str ait . U n d e r  e x i s t i n g  
zoning, r e c r e a t i o n  uses s u c h  as h u n t i n g  and f is hin g are 
e n c o u r a g e d  as p a s s i v e  a c t i v i t i e s .  '

T h e r e  a r e s e v e r a l  v e r y  a t t r a c t i v e  s i t e s  for d e v e l o p m e n t  of 
lodges on the island. T he  p r e s e n t  o w n e r s  of the p r o p e r t y
have  i d e n t i f i e d  a n u m b e r  of p o t e n t i a l  lodge sites and 
u n d e r t a k e n  s o m e  p r e l i m i n a r y  i n v e s t i g a t i o n  of the f e a s i b i l i t y  
of l o d g e  d e v e l o p m e n t .  S u c h  d e v e l o p m e n t  w o u l d  r e q u i r e  
r e z o n i n g  to RD - Rural D e v e l o p m e n t  D i s t r i c t .  As of June,
1993 t h e r e  was a b a c k l o g  of 21 a p p l i c a t i o n s  for rural 
d e v e l o p m e n t  r e z o n i n g  w i t h  the B o r o u g h .  N ew s a r t i c l e s  in the 
local p a p e r  i n d i c a t e d  a r e l u c t a n c e  on the part of the 
B o r o u g h  A s s e m b l y  to a p p r o v e  a ny  m o r e  s u c h  rezones. The
B o r o u g h  A s s e m b l y  has s u b s e q u e n t l y  a d o p t e d  a de fa cto  
m o r a t o r i u m  on Ru ral  D e v e l o p m e n t  r ez on in g.  R e z o n i n g  to 
p e r m i t  l o d g e  d e v e l o p m e n t  or o t h e r  us e m o r e  i n t e n s i v e  tha n 
the C o n s e r v a t i o n  zone  p e r m i t s  r e m a i n s  a po ss ib i l i t y .  It
a p p e a r s ,  h o w e v e r ,  to be ver y d i f f i c u l t  and t i m e - c o n s u m i n g .
R e z o n i n g  c o u l d  a ff e c t  on l y a p o r t i o n  of the s u b j e c t
p r o p e r t y ,  at s i g n i f i c a n t  cost, w i t h  l e n g t h y  del ays .
R e z o n i n g  a n d  d e v e l o p m e n t  c o u l d  r e a s o n a b l y  en ter  into long- 
ra ng e c o n s i d e r a t i o n s  for the us e  of the p ro p er ty .

F e a s i b i l i t y  c o n s i d e r a t i o n s : M c s t  of the p r o p e r t y  is
f o r e s t e d  a n d  s u i t a b l e  for the c o m m e r c i a l  p r o d u c t i o n  of 
fo r es t crops. Fo r e s t  s i t e  q u a l i t y  is s o m e w h a t  low,
p r o d u c i n g  a m o n o c u l t u r e  of S i t k a  s p r u c e  that is i n f e r i o r  in 
q u a l i t y  to the s p r u c e  g r o w n  in S o u t h e a s t  Alas ka.  The t i m b e r  
is a t t r a c t i v e  in the m a r k e t s  for log export. C o n d i t i o n s  for
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l o g g i n g  a n d  l o g g i n g  r o a d  d e v e l o p m e n t  a r e  favo rab le . The 
t o p o g r a p h y  is m o s t l y  level to ro ll ing . S o i l s  are g r a v e l l y  
and  fa i r l y  well d r a i n e d ,  ev e n t h o u g h  t h e r e  are n u m e r o u s  
lakes and  w e t l a n d s .

N o n - f o r e s t e d  a r e a s  s u p p o r t  p l e n t i f u l  p o p u l a t i o n s  of n a t i v e  
g a m e  s p e c i e s .  A p o p u l a t i o n  of R o o s e v e l t  elk has been  
i n t r o d u c e d  on th e i s l a n d  an d it a p p e a r s  to be thriving. 
S t r e a m s  on the p r o p e r t y  are u s e d  by a n a d r o m o u s  fis h runs. 
The  w a t e r s  a r o u n d  the i s l a n d  and  a d j o i n i n g  the s ub je ct  
p r o p e r t y  s u p p o r t  an a c t i v e  f i s h e r y  re so u r c e .  T h e r e  are 
n u m e r o u s  b e a c h e s ,  small in le ts  and c o v e s  f r o m  w h i c h  this 
r e s o u r c e  c o u l d  be  u t i l i z e d  as a p a s s i v e  r e c r e a t i o n  activity. 
A l o n g  w i t h  a g r e a t  deal of A la sk a,  the  s c e n i c  b e a u t y  of the 
ar e a and  the  p r o p e r t y  is i m p r e s s i v e  an d is b e c o m i n g  well 
k n o w n  to t h e  world.

M a r k e t  c o n s i d e r a t i o n s : In A l a s k a  d u r i n g  the 19 8 0' s and
p r i o r  to th e  E x x o n  V a l d e z  oil spill s e t t l e m e n t ,  the m a r k e t  
for the s u b j e c t  p r o p e r t y  w o u l d  h a v e  b e e n  for c o n t i n u e d  
for est m a n a g e m e n t  or s p e c u l a t i o n  on r e s i d e n t i a l  and 
r e c r e a t i o n a l  d e v e l o p m e n t ,  w i t h  n a t u r a l  r e s o u r c e s  as an 
a m e n i t y  ba se. O v e r  m o s t  of the s t a t e  t h e  d e m a n d  for the 
la t te r was  f a i r l y  small a n d  th e s u p p l y  of s u i t a b l e  land was 
ve r y great. As a r es u l t  the o n l y  c a s e s  w h e r e  d e v e l o p m e n t  
p o t e n t i a l  w a s  f u ll y r e f l e c t e d  in land v a l u e  w e r e  l i m i t e d  to 
ve r y s p e c i f i c  p r o p e r t i e s  w h e r e  a p a r t i c u l a r  d e v e l o p m e n t  
pr o po s a l  h a d  r e a c h e d  a s t a g e  w h e r e  l a n d  a c q u i s i t i o n  was 
jus tif ied . A l a r g e  s u r p l u s  of land r e l a t i v e  to a small 
d e m a n d  k e p t  land v a l u e s  for e i t h e r  f o r e s t  land or o t he r 
u n d e v e l o p e d  p r o p e r t y  r e l a t i v e l y  low. P r i v a t e  p u r c h a s e s  used  
in this a p p r a i s a l  do s h o w  a n u m b e r  of i n s t a n c e s  in w h i c h  
some  v a l u e  wa s s p e c i f i c a l l y  a t t r i b u t e d  to the s p e c u l a t i v e  
use of the p r o p e r t y  for r e c r e a t i o n  a n d / o r  d e v e l o p m e n t .

Local a p p r a i s e r s  -<nd o t h e r s  w i t h  k n o w l e d g e  of the m a r k e t s  
feel that t h e  s u p p l y  of land in the K o d i a k  Is l an d B o r o u g h  
has a lw a y s  b e e n  m o r e  l i m i t e d  th a n in m a n y  o t h e r  ar eas of the 
state. T h e r e  is a v a s t  p h y s i c a l  s u p p l y  of u n d e v e l o p e d  land, 
but v er y  l i t t l e  of it is for s a l e  in this  m ar k e t .  A n a l y s i s  
of the s a l e s  t r a n s a c t i o n s  for this a p p r a i s a l  s how s that 
p r i c e s  for p r o p e r t i e s  in the K o d i a k  I s l a n d  B o r o u g h  h a v e  b e e n  
s o m e w h a t  h i g h e r  th a n p r i c e s  in o t h e r  areas. This is 
p a r t i c u l a r l y  tru e of one s i g n i f i c a n t  s a l e  on A f o g n a k  Island.

The  E x x o n  V a l d e z  oil spill s e t t l e m e n t  an d  the c r e a t i o n  of 
the s o - c a l l e d  R e s t o r a t i o n  T r us t has i n f u s e d  into the m a r k e t  
a large a m o u n t  of m o n e y  that m a y be spent for the 
a c q u i s i t i o n  of p r o p e r t i e s  w i t h  n a t u r a l  r es ou rc es  for 
p r e s e r v a t i o n  of n a t u r a l  ec os y s t e m ,  w i l d l i f e ,  h a b i t a t  and 
s c e n i c  v a l u e s  in p u b l i c  o w n e r s h i p .  A r e a d i n g  by a legal lay 
p e r s o n  of the  a c t i o n s  s e t t i n g  up the R e s t o r a t i o n  T r u s t  finds 
no i n d i c a t i o n  that its a c t i v i t y  is s u p p o r t e d  by c o n d e m n a t i o n  
a u t ho ri ty . T h e  T r u s t  is n o w  a n o t h e r  p a r t i c i p a n t  in the

Pag e 23

INTERNAT IONAL FORESTRY C O N SU LTA N T S . INC .



m a r k e t  for na tu ra l r e s o u r c e  a n d  w i l d  l an ds  in A l a s k a . 5 The 
a c q u i s i t i o n  of p a r k  an d  w i l d l i f e  p r o p e r t i e s  has been 
i d e n t i f i e d  as a p r i o r i t y  by the n a t i o n a l  a d m i n i s t r a t i o n .  
Th a t use for m u c h  of the R e s t o r a t i o n  T r u s t  funds is als o 
s t r o n g l y  s u p p o r t e d  by a n u m b e r  of i n t e r e s t  g r o u p s .  Th e time 
for s u c h  a c q u i s i t i o n s  is l i m i t e d  a n d  t h e r e  are  on ly  a few 
v e r y  a t t r a c t i v e  p r o p e r t i e s  that h a v e  b e e n  i d e n t i f i e d .  Th e  
m a r k e t  e ff e c t  of the R e s t o r a t i o n  T r u s t  f u n d s  will d e p e n d  on 
the q u a l i t y  of a v a i l a b l e  p r o p e r t i e s  for th e  o b j e c t i v e s  of 
the Trust. The  s u b j e c t  p r o p e r t y  has b e e n  i d e n t i f i e d  by the 
'•‘rust as n u m b e r  2 in r a n k i n g  of d e s i r a b i l i t y  for a c q u i s i t i o n  
b a s e d  on h a b i t a t  v al ue s.  A c o n d i t i o n a l  p u r c h a s e  and sa le  
a g r e e m e n t  has b e e n  r e a c h e d  b e t w e e n  the T r u s t  and  the owners 
of the Seal Bay Un it. T h e e x i s t e n c e  of this a g r e e m e n t  
i m p o s e s  a v e r y  s t r o n g  p r e s u m p t i o n  that the p r o p e r t y  is one 
of those n at ura l r e s o u r c e  p r o p e r t i e s  w i t h  q u a l i t y  
c h a r a c t e r i s t i c s  m a k i n g  it a t t r a c t i v e  for  a c q u i s i t i o n  t h r o u g h  
the Trust.

T h e  point of this d i s c u s s i o n  is that t h e R e s t o r a t i o n  T r u s t  
ha s i n t r o d u c e d  a d e m a n d  f o rc e  tha t m u s t  h a v e  a c o m p e t i n g  
e f f e c t  in the p r i v a t e  m ar ke t . T h a t  e f f e c t  will li ke l y  be 
g r e a t e s t  for p r o p e r t i e s  that a r e  s u i t a b l e  fo r the w i d e  r a n ge  
of uses b a s e d  on n a t u r a l  r e s o u r c e s  in f a i r l y  p r i s t i n e  
c on d i t i o n .  It is c l e a r  that the  s u b j e c t  p r o p e r t y  fits that 
d e s c r i p t i o n .

5 E x x o n  V a l d e z  Oil Spill S e t t l e m e n t  T r u s t e e  C o u n c i l ,  
T r a n s c r i p t  of m e e t i n g ,  M a y  13, 1993.
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C o n c l u s i o n : The  s u o j e c t  p r o p e r t y  ca n l eg al ly be u s e d  for
t i m b e r  p r o d u c t i o n ,  c o m m e r c i a l  r e c r e a t i o n  d e v e l o p m e n t ,  
p a s s i v e  r e c r e a t i o n ,  p r o t e c t i o n  of natural r e s o u r c e  
a m e n i t i e s ,  an d r e m o t e  r e s i d e n t i a l  uses. R e s i d e n t i a l  us e is 
no t  s u p p o r t e d  by an i n f r a s t r u c t u r e  of p u b l i c  se rv ic es . T h e  
p r o p e r t y  is p h y s i c a l l y  b e s t  s u i t e d  for ti m be r p r o d u c t i o n ,  
r e c r e a t i o n  an d  o t h e r  n a t u r a l  r e s o u r c e  uses. Several s i m i l a r  
p r o p e r t i e s  h a v e  b e e n  p u r c h a s e d  by p r i v a t e  e n t i t i e s  for 
m a r k e t  e x p l o i t a t i o n  of the n a t u r a l  r e s o u r c e  va l u e s  an d by 
p u b l i c  a g e n c i e s  for e n h a n c e m e n t  of p u b l i c  e n j o y m e n t  of 
n a t u r a l  re so u r c e s .  Th e  p r i v a t e  m a r k e t  c o m p e t i t i o n  a p p e a r s  
to h a v e  b e e n  t i m b e r  b u y e r s ,  d e v e l o p e r s ,  s p e c u l a t o r s ,  an d the 
l o n g - r a n g e  o b j e c t i v e s  a n d  p l a n s  of the s e ll er s of s u c h  
p r o p e r t i e s .  W h e t h e r  for p r i v a t e  or p u b l i c  o w n e rs hi p , the 
p r i m a r y  s u p p l y  and  d e m a n d  f o r c e s  at w o r k  in the m a r k e t  for 
t h i s  k i n d  of p r o p e r t y  all a p p e a r  to be d r i v e n  by 
a n t i c i p a t i o n  of b e n e f i t s  f r o m  m a n a g e m e n t  of the p r o p e r t y  for 
its  n a t u r a l  r es o u r c e s .  T h e  h i g h e s t  v a l u e  of the p r o p e r t y  in 
t h e  p r i v a t e  m a r k e t  will be r e a l i z e d  for its p o t e n t i a l  to 
s a t i s f y  t h e  n e e d s  of t h o s e  us es  that are s u p p o r t e d  by the  
n a t u r a l  r e s o u r c e s ,  as c o m m o d i t i e s  for e x t r a c t i o n  or as 
a m e n i t y  to n o n - e x t r a c t i v e  use. T a k i n g  the a b o v e  f a c t o r s  
i n t o  c o n s i d e r a t i o n ,  the h i g h e s t  a n d  best  us e  of the p r o p e r t y  
is c o n c l u d e d  to be: m a n a g e m e n t  fo r n at u ra l re sources.
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V A L U E  A N A L Y S I S

T h e  I n c o m e  C a p i t a l i z a t i o n  A p p r o a c h  is b a s e d  on the p r i n c i p l e  
of a n t i c i p a t i o n  an d a s s u m e s  that v a l u e  is d e t e r m i n e d  by the 
n e t i n c o m e  d e r i v e d  fr o m e x p l o i t a t i o n  of the pr op e r t y ,  a f t e r  
p a y i n g  all f a c t o r s  of p r o d u c t i o n  at t he ir  m a r k e t  value s. 
T h e i n d i c a t i o n  of land v a l u e  by th e In c o m e  C a p i t a l i z a t i o n  
A p p r o a c h  is a c a p i t a l i z a t i o n  of the i n c o m e  to be e x p e c t e d  
f r o m  a c o n t i n u o u s  se ri e s  of f o r e s t  crops. T h e  i n d i c a t i o n  of 
t i m b e r  v a l u e  by the I nc o m e  C a p i t a l i z a t i o n  A p p r o a c h  is 
c a l c u l a t e d  as a re sid ua l a f t e r  h a r v e s t  an d sa le  of the 
t i m b e r  in th e be st  a v a i l a b l e  m a r k e t  for logs, d e d u c t i n g  
l o g g i n g  c o s t s ,  a m a r g i n  for p r o f i t  a n d  ri sk  on the l o g g i n g  
o p e r a t i o n ,  a n d  a r e t u r n  on the m o n e y  r e q u i r e d  to p u r c h a s e  
the t i m b e r .  T h i s  c a l c u l a t i o n  is o f t e n  r e f e r r e d  to as the 
c o n v e r s i o n  r e t u r n  m e th od . T h e  In c o m e  C a p i t a l i z a t i o n  
A p p r o a c h  is g e n e r a l l y  a p p r o p r i a t e  w h e r e  t r a n s a c t i o n  d a t a  
i n v o l v i n g  c o m p a r a b l e  p r o p e r t i e s  ar e n o t  a v a il ab le .

S a l e s  C o m p a r i s o n  A p p r o a c h

T h e  S a l e s  C o m p a r i s o n  A p p r o a c h  is b a s e d  on the p r i n c i p l e  of 
s u b s t i t u t i o n .  T h e  v a l u e  of the p r o p e r t y  is e s t i m a t e d  as the 
p r i c e  n e c e s s a r y  to p u r c h a s e  a s u b s t i t u t e  p r o p e r t y  of 
e q u i v a l e n t  u t i l i t y .  Th e  a p p r o a c h  is d e p e n d e n t  on the 
a v a i l a b i l i t y  cf c o m p a r a b l e  s a l e s  da ta. S a le s of s i m i l a r  
p r o p e r t i e s  p r o v i d e  d i r e c t  e v i d e n c e  of m a r k e t  act iv ity .

T h e  c h a r a c t e r i s t i c s  of the s a l e  p r o p e r t i e s  are  a n a l y z e d  for 
d i f f e r e n c e s  w h e n  c o m p a r e d  to the s u b j e c t .  T h e  sa les  pri as 
m a y  t h e n  be a d j u s t e d  for d i f f e r e n c e s  in p h y s i c a l  
c h a r a c t e r i s t i c s ,  g e o g r a p h y ,  m a r k e t ,  i n c o m e  or terms of sale. 
Th i s a p p r o a c h  is m o s t  r e l i a b l e  w h e n  th er e are s u f f i c i e n t  
c o m p a r a b l e  s a l e s  data.

A s e a r c h  w a s  m a d e  for v e r i f i a b l e  s a l e s  of t i m b e r  a n d / o r  land  
in the r e g i o n ,  g o i n g  b a c k  as far as 1984. Sales of t i m b e r  
s t u m p a g e  h a v e  b e e n  c o n s i d e r e d  for v a l u a t i o n  of the s t a n d i n g  
ti m b e r ,  a n d  s a l e s  of land or l an d a n d  t i m b e r  h a v e  b e e n  
c o n s i d e r e d  for t he  v a l u e  of the total p ro pe rt y.

A. L a n d  V a l u e

T h e  v a l u e  of the lan d s u p p o r t i n g  m e r c h a n t a b l e  ti m be r by the 
I n c o m e  C a p i t a l i z a t i o n  A p p r o a c h  is the p r e s e n t  w o r t h  of all 
f u t u r e  cropi of t i m b e r  less the p r e s e n t  w o r t h  of all f u t u r e  
c o s t s  of gr wing, h a r v e s t i n g  an d s e l l i n g  the timber. T h e  
b e s t  f o r m u l a  for c a l c u l a t i o n  of this f i g u r e  is a s o i l - r e n t  
c a p i t a l i z a t i o n  c a l l e d  the F a u s t m a n n  formula. This f o r m u l a  
c a l c u l a t e s  th e p r e s e n t  w o r t h  of a p e r p e t u a l  se r i e s  of f o r e s t  
c r o p s  on  o n e  a c r e  of land.

I n c o m e  C a p i t a l i z a t i o n  A p p r o a c h
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T h e  F a u s t m a n n  f o r m u l a  c a n  he e x p r e s s e d  as:

S .E .  = IR - C 0 (l + p ) r _ i  - C a / p ( ( 1 + p ) r - l ) 

( l + p j r - 1
w h e r e  S.E. = Soil E x p e c t a t i o n  v a l u e

I r = I n c o m e  f r o m  final h a r v e s t  in r years
C 0 = S t a n d  e s t a b l i s h m e n t  c o s t s
Cj_ = I n t e r m e d i a t e  m a n a g e m e n t  co st  at year  i
C a = A n n u a l  m a n a g e m e n t  co s t

p = M a r k e t  rate  of r e t u r n  for  i n v e s t m e n t s  of 
c o m p a r a b l e  risk.

A c a l c u l a t i o n  w h i c h  i n v o l v e s  d i s c o u n t i n g  for  30 to 100 y e a r 3 

is v er y s e n s i t i v e  to th e d i s c o u n t  rate. It is a ls o s e n s i t i v e  
to e x p e c t a t i o n s  for f u t u r e  r e v e n u e s  and  costs. The 
p r o j e c t i o n  of p r i c e s  a n d  c os ts in t h e  f u t u r e  i n t r o d u c e s  a 
very  la rge e l e m e n t  of u n c e r t a i n t y .  It is p o s s i b l e ,  howev er,  
to re d u c e  that u n c e r t a i n t y  by p r o j e c t i n g  f u t u r e  r e v e n u e  and 
cost  at c u r r e n t  level s. T h e m a r k e t s  for capital s h o w  
r e l i a b l e  i n d i c a t i o n s  of rate  of r e t u r n  n et  of i n f la ti on . 
Thus, i n f l a t i o n - f r e e  p r o j e c t i o n s  c a n  b e d i s c o u n t e d  at an 
i n f l a t i o n - f r e e  or ’'real’' d i s c o u n t  rate.

L o n g - t e r m  r a t e s  of r e t u r n  at the b e g i n n i n g  of 1 1993 are 
li s te d below:

U.S. 3 0 - y e a r  b o n d s  7-8%®
BBa C o r p o r a t e  b o n d  y i e l d s  (3-5 yrs) 9 % 7
C o m m o n  s t o c k s  (S&P 500) 10%®

Rat es n e a r  the u p p e r  end of t h e s e  r a n g e s  w o u l d  be 
a p p r o p r i a t e  for f o r e s t  m a n a g e m e n t  i n v e s t m e n t s ,  sa y  10%.

I n f l a t i o n  of the  C o n s u m e r  P r i c e  I n d e x  wa s r u n n i n g  at a bo ut 
3% in 1992. A p e r c e i v e d  i n f l a t i o n  r a t e  of 3% w o u l d  i n d i c a t e  
a "r eal " d i s c o u n t  r a t e  of 7%. A  l o n g - t e r m  i n v e s t o r  c o ul d 
ex p e c t  that o p p o r t u n i t y  co st  on i n v e s t m e n t s  w h e n  c o n s i d e r i n g  
for est  m a n a g e m e n t  a l t e r n a t i v e s  in th i s p e r i o d  of time. 
W a s h i n g t o n  D N R  has a l s o  m a d e  s t u d i e s  of l o n g - t e r m  real rates 
of re t u r n  in the f o r e s t  i n d u s t r y  of W a s h i n g t o n  s t a t e  w h i c h  
s h o w  a f a i r l y  c o n s t a n t  r a t e  of 7%.

5S o u r c e  - A p p r a i s a l  N e w s , Mar ch , 1993, T h e  A p p r a i s a l
Institute.

7 S o u r c e  - A p p r a i s a l  N e w s , Ma rc h,  1993, T h e  A p p r a i s a l  
Institute.

3 S o u r c e  - M o r n i n q s t a r  M u t u a l  F u n d  N e w s l e t t e r .
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O t h e r  s t u d i e s  by DN R a n d the U.S. F o r e s t  S e r v i c e  ha ve  also 
s h o w n  that th e v a l u e  of t i m b e r .s t u m p a g e  h a s  b e e n  i n c r e a s i n g  
ov e r the lo n g run at a real rate of 1% to 2%. O v e r  the 
p r e v i o u s  8 to 10 y ea rs  the pr i ce s r e p o r t e d  for logs e x p o r t e d  
f r o m  A l a s k a  h a v e  i n c r e a s e d  at a rat e a p p r o x i m a t e l y  1% 
g r e a t e r  t h a n  the  ra te  of in fl a t i o n .  T h e  c u r r e n t  s i t u a t i o n  
w i t h  r e s p e c t  to s u p p l y  a n d  d e m a n d  of. t i m b e r  in A l a s k a  fully 
s u p p o r t s  t h e  c o n c l u s i o n  that s t u m p a g e  v a l u e  ca n be e x p e c t e d  
to i n c r e a s e  at a real rate  of 1%. The  n e t  real d i s c o u n t  
rat e for i n c o m e  c a p i t a l i z a t i o n  is, t h e r e f o r e ,  6%.

V o l u m e  y i e l d  wa s a s s u m e d  to be the  s a m e  as the v o l u m e  fo und
on the p r o p e r t y  at the p r e s e n t  time.

A s t a n d  of t i m b e r  s i m i l a r  to the p r e s e n t  fo r es t in v o l u m e  
w o u l d  l i k e l y  ta k e 80 to 100 ye ars to grow. For  the s u b j e c t  
p r o p e r t y  t h e  v o l u m e  at r o t a t i o n  a g e  is e s t i m a t e d  to be 20 M 
b.f. p e r a c r e  w i t h  v a l u e s  equal to the  c o n v e r s i o n  returns 
b a s e d  on T a b l e  2 of A d d e n d u m  II.

Ann ua l m a n a g e m e n t  c o st s a r e  e s t i m a t e d  to be  q u i t e  low d u e  to
the r e m o t e  n a t u r e  of the p r op er ty . A b o u t  $5 per  ac r e per
yea r s h o u l d  c o v e r  m in im a l c u s t o d i a l  e x p e n d i t u r e s .  
R e s t o c k i n g  is e s t i m a t e d  to cost an  a v e r a g e  of $10 per acre. 
T h e c u r r e n t  o w n e r s  h a v e  e x p e n d e d  b e t w e e n  $5 an d  $10 pe r a c r e  
for r e s e e d i n g  of the a r ea s cut to date. O b s e r v e d  r e s t o c k i n g  
is a d e q u a t e  to m e e t  F o r e s t  P r a c t i c e  s t a n d a r d s  an d to 
r e p r o d u c e  the  p r e s e n t  forest. The  Faustmann' fo rm ul a 
c a l c u l a t i o n s  are  t a b u l a t e d  in T a b l e  1, on the b a c k  of this 
page. It ca n  be s e e n  that the l a n d  has n o  v a l u e  b a s e d  on 
r e a s o n a b l e  e x p e c t a t i o n s  of i n c o m e  fr o m f u t u r e  crops of 
t i m b e r .

T i m b e r  la n d v a l u e  by the Income C a p i t a l i z a t i o n  A p p r o a c h  is 
e s t i m a t e d  to be:

$0 per a cr e

This  v a l u e  a p p l i e s  only to the la n d s u i t a b l e  for ti m b e r
g r o w t h  a n d  d o e s  not c o n s i d e r  the e f f e c t  of c o m p e t i n g  uses on
the m a r k e t  e x p r e s s i o n  of value.

B. T i m b e r  V a l u e

The v a l u e  of t i m b e r  ca n  be e s t i m a t e d  by a v a r i a n t  of the 
In co me  C a p i t a l i z a t i o n  A p p r o a c h  c a l l e d  c o n v e r s i o n  return, and 
by the S a l e s  C o m p a r i s o n  A pp ro ac h.  B o ^ h  m e t h o d s  ha v e b e e n  
us ed  and  r e c o n c i l e d .  Th e  de t a i l s  of the c o n v e r s i o n  re tu rn  
m e t h o d  a re  f o u n d  in T a b l e  2 of A D D E N D U M  II

The m a r k e t  v a l u e  of logs was e s t i m a t e d  f r o m  sa les  c o n t r a c t s
w i t h  the p r e s e n t  o wn ers , p r i c e s  p a i d  to the ow n er s in 1992 
and 1993 o p e r a t i o n s ,  P r i c e s  r e p o r t e d  to C u s t o m s  for logs 
e x p o r t e d  f r o m  the Port of A n c h o r a g e ,  and p r i c e s  r e p o r t e d  in
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i n d u s t r y  m e d i a ^ .  G r e a t e s t  w e i g h t  wa s g i v e n  to the p r i c e s  
c o n t r a c t e d  w i t h  the p r o p e r t y  o w n e r s  a n d  a c t u a l l y  p a i d  to 
them. S o m e  a d j u s t m e n t s  w e r e  m a d e  to r e m o v e  a n o m a l i e s  in the 
p r o g r e s s i o n  f r o m  one  g r a d e  to a n o t h e r  and to m a i n t a i n  
c o n s i s t e n c y  b e t w e e n  the v a r i o u s  s o u r c e s  of data. Th e  t i m b e r  
is a s s u m e d  to be free  of a n y  r e s t r i c t i o n s  on its s a l e  for 
ex p o r t  in log form.

L o g g i n g  c o s t s  w e r e  e s t i m a t e d  f r o m  ac t u a l  e x p e r i e n c e  of the 
c u r r e n t  o w n e r s  of the p r o p e r t y ,  f r o m  U S D A  Fo r es t S e r v i c e  
data, an d  f r o m  th e a p p r a i s e r s’ p e r s o n a l  e x p e r i e n c e .  T h e  
e x p e r i e n c e  d a t a  has b e e n  a d j u s t e d  to e x c l u d e  e l e m e n t s  of
cost  no t  d i r e c t l y  a s s o c i a t e d  w i t h  o w n e r s h i p  an d h a r v e s t  of 
timber. T h e  e s t i m a t e  of l o g g i n g  co st  i n c l u d e s  p r o f i t  a n d  
ri s k to th e o pe r a t o r .  T h e  e s t i m a t e s  of lo g g i n g  cost 
e l e m e n t s  a r e  s u m m a r i z e d  in T a b l e  2 of A d d e n d u m  II.

A v a l u e  i n d i c a t i o n  by  the I n c o m e  C a p i t a l i z a t i o n  A p p r o a c h  for 
the v o l u m e  e s t i m a t e d  to b e  a v a i l a b l e  for h a r v e s t  is 
s u m m a r i z e d  in T a b l e  2 of A D D E N D U M  II. T w o  s c e n a r i o  S u m m a r y  
R e p o r t s  f o l l o w  that  t a b l e  a n d  list m a r k e t  log p r i c e  
s c e n a r i o s  w i t h  the r e s u l t i n g  s t u m p a g e  i n d i c a t i o n s .  T h e  
m a r k e t  s t u m p a g e  p r i c e s  i n d i c a t e d  r e p r e s e n t  the i n f l u e n c e  of 
the e x p o r t  m a r k e t  b u t  w i t h o u t  th e  c o m p e t i t i o n  li k el y to be 
e n c o u n t e r e d  for ? sa l e of m a r k e t a b l e  timber. Th e v a l u e s
i n d i c a t e d  by the I n c o m e  C a p i t a l i z a t i o n  A p p r o a c h  are s h o w n  on 
the last l i n e  of T a b l e  2 and t h e  S c e n a r i o  S u m m a r y  R e p o r t s  as 
c o n v e r s i o n  return. Th e  i n d i c a t e d  c o n v e r s i o n  re t u r n  for the 
s u b j e c t  t i m b e r  r a n g e s  fr o m $ 1 6 6  pe r  M to $569 per M. Th e  
m o s t  r e a s o n a b l e  i n d i c a t i o n  is t h a t  b a s e d  on log p r i c e s  in 
M a r c h  1993. Log p r i c e s  at th a t time, a f t e r  a d e p r e s s e d  
p e r i o d  in l a t e  1992, w e r e  b a c k  to the m i d - r a n g e  of 1992 and 
the t r e n d  s e e m e d  to b e up.

In a d d i t i o n ,  t i m b e r  h a r v e s t  o p e r a t i o n s  on the p r o p e r t y  
g e n e r a t e d  c o n v e r s i o n  r e tu rn s of $470  pe r M  b.f. in 1993 and  
$18 8 p e r  M  in the  c o m b i n e d  19 92  a n d  1993. P r o s p e c t i v e
bu y ers , a n d  the o w n e r s  t h e m s e l v e s ,  w o u l d  p r o b a b l y  d i s c o u n t
the 1993 r e s u l t s  as an i n d i c a t i o n  of r e t u r n s  to be e x p e c t e d  
ov e r the l i q u i d a t i o n  of the t i m b e r .  O n  the o th er  hand, the 
9 2 -93  r e s u l t s  s e e m  to be u n u s u a l l y  d e p r e s s e d  r e l a t i v e  to 
c a l c u l a t i o n s  b a s e d  on log p r i c e s  r e a l i z e d  in 1992. T h i s  m a y  
be d u e  to m a r k e t i n g  and c o s t s  that d e v i a t e  fr om  ideal 
m a n a g e m e n t  b e c a u s e  of c o n d i t i o n s  e n c o u n t e r e d  in the s t a r t - u p  
of the o p e r a t i o n .  T h e s e  o p e r a t i n g  re su lt s,  howeve r,  m u s t  be 
g i v e n  w e i g h t  as fa ct ual  data.

T h e  a p p r o p r i a t e  v a l u e  of t i m b e r  to be  e s t i m a t e d  at this 
p o i nt  in the  a p p r a i s a l  p r o c e s s  is the s t u m p a g e  v a l u e  that

9 G r u e n f e l d ,  Jay A s s o c i a t e s ,  Inc., P a c i f i c  R i m  W o o d  M a r k e t  
R e p o r t , No. 69, May, 1993, p. 9.
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