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HOUSE BI LL NO. 296

"An Act providing for certain individuals who have erected a
building on land leased from the state to receive a preference
right to purchase certain state |land w thout conpetitive bid."

- MOVED CSHB 296( CRA) QUT OF COW TTEE
PREVI QUS COW TTEE ACTI ON
BILL: HB 296

SHORT TI TLE. STATE LAND DI SP./ LEASEHOLDER PREFERENCE
SPONSOR(s): REPRESENTATI VE(s) LEDOUX

02/ 03/ 14 (H READ THE FI RST TIME - REFERRALS
02/ 03/ 14 (H CRA, STA
03/ 04/ 14 (H CRA AT 8:00 AM BARNES 124

W TNESS REG STER

THOVAS BROWN, St aff
Representative Gabriell e LeDoux
Al aska State Legislature
Juneau, Al aska

POSI TI ON  STATEMENT: Speaking on behalf of Representative
LeDoux, prine sponsor of HB 296, provided a conparison of the
original bill and the proposed commttee substitute (CS).
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WYN MENEFEE, Chief of COperations

Central Ofice

D vision of Mning, Land and Water

Depart ment of Natural Resources (DNR)

Anchor age, Al aska

PCSI TI ON  STATEMENT: During the hearing of HB 296, answered
guesti ons.

MEL G LLIS
Anchor age, Al aska
PCOSI TI ON STATEMENT: Testified in favor of HB 296.

THOR STACEY, Lobbyi st

Al aska Professional Hunters Association, Inc.
Anchor age, Al aska

PCSI TI ON STATEMENT: Testified in favor of HB 296.

ACTI ON NARRATI VE

8. 05:45 AM

COCHAIR GABRIELLE LEDOQUX <called the House Community and
Regional Affairs Standing Committee neeting to order at 8:05
a.m Representatives Foster, Kito Il1l, Reinbold, and LeDoux

were present at the call to order

HB 296- STATE LAND DI SP. / LEASEHOLDER PREFERENCE

8:06: 39 AM

CO CHAI R LEDOUX announced that the only order of business would
be HOUSE BILL NO 296, "An Act providing for certain individuals
who have erected a building on land leased from the state to
receive a preference right to purchase certain state |and
wi t hout conpetitive bid."

CO CHAI R LEDOUX passed the gavel to Representative Foster.
8:07:50 AM
CO CHAI R LEDQUX, speaking as the sponsor of HB 296, paraphrased
from the followng witten statenment [original punctuation
provi ded] :

House Bill 296 establishes a new preference right for

people holding a state lease to buy the land before
the State transfers the property to a nunicipality.
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This right 1is contingent wupon certain conditions,
chief anmpbng them that the |[|ease-holder nust have
invested in the l|and, assenbled a building on the
| and, and received at |east 25% of their total incone
from the land over the preceding ten years. Thi s
right is also wthout a conpetitive bid and the |and
woul d be sold at a fair market price.

This bill is necessary to protect the livelihoods of
peopl e who have invested their tinme, sweat and noney
into businesses that often serve our unique Al aska
lifestyles. After working the land for years, perhaps
decades, a person should have sone assurance that
their efforts would be protected and be given the
chance to purchase the land they had | abored on for so
| ong.

| urge you to support this bill. And with that 11
turn it over to ny staff, Thomas Brown, to give nore
details about the bill.

8:09: 46 AM

REPRESENTATI VE REI NBOLD noved to adopt the proposed committee
substitute (CS) for HB 296, Version 28-LS1375\U, Bull ock
2/ 24/ 14, as the working docunent.

REPRESENTATI VE KITO Il objected for purposes of discussion
8:10: 23 AM

THOVAS BROWN, Staff, Representative Gabrielle LeDoux, Al aska
State Legislature, informed the commttee the purpose of HB 296
is to provide that certain individuals receive a preference
right to purchase certain state |land wthout a conpetitive bid.
The proposed |egislation would allow state | and | easehol ders the
first right of refusal on land in which they have nmade
investnments, and on which they depend for their livelihood.
Current state statutes allow for an individual to receive a
preference right to purchase up to five acres of state |and
under certain conditions:

a. The individual nust have erected a building on the
| and.

b. The Iand nmust have been used for five or nore years
for bona fide business purposes, under a federal
permt or wthout the need for a permt, and, after
state selection, under a state permt or |ease.
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c. The business the land is used for nust have produced
at least 25 percent of the individual’s total incone
for the five years preceding the application for
preference right.

MR. BROWN explained that HB 296 would extend the first right of
refusal to individuals who have a state-issued |ease for |and
that is involved in a nunicipal entitlenment selection. The
preference right to purchase up to five acres of land wthout
conpetitive bid would be granted under the foll ow ng conditions:

1. The individual nust have erected a building on the
| and.

2. They have wused the land for bona fide business
purposes for ten or nore years under a state |ease
that was issued conpetitively.

3. The individual has received at I|east 25 percent of
their total income for the ten years preceding the
application for the preference right.

MR. BROWN continued to explain the specifics of the program as
fol |l ows:

1. In the case of municipal entitlenment selection of state
land, an individual who neets the conditions previously
outlined and applies for preference right within 120 days

of notice of a nunicipal entitlenment selection, wll be
granted a preference right to purchase the | and.
2. The land wll be sold at fair market value of the

uni nproved |and, as determ ned by an appraisal and survey
to be paid for by the applicant.

3. 1t also provides a nechanism by which a nunicipality wll
be conpensated for the land if the |easehol der chooses to
purchase it.

4. The remaining anount of land within the overall nmunicipal

entitlement will be reduced by the amount of land the
| easehol der purchases, up to five acres.
5. The revenue from the purchase of the parcel wll be given

to the rmunicipality.

8:13:10 AM

MR BROM advised there is a zero fiscal note from the
Department of Natural Resources (DNR) attached to the bill. A
description of the differences between the original bill and

Version U was included in the commttee packet, and further
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reviewed by M. Brown, beginning on page 2, line 9, where the

words "an active" were changed to "a valid." On page 2, line
10, the words "on which there is a" were replaced by "that has
a." On page 2, lines 10 and 11 clarify that the state-issued
| and | ease had been issued conpetitively. On page 2, line 12
clarifies that the nmunicipal entitlement is a land selection.
On page 2, line 13, the word "further"” was added, and on line
14, the word "lessee" was renoved. On page 2, lines 14-17

clarify the <conditions under which an individual wuld be
granted a preference right. On page 2, lines 17-19 provide for
atime limt of 120 days within which to apply for a preference
right. On page 2, line 19 adds the words "if the director
grants the preference right." On page 2, lines 21 and 22
reference the appropriate appraisal statutes, AS 38.05. 840. On
page 2, line 25 references the statute that outlines how a
witten determination is adm nistered. On page 2, lines 26-30
insert a provision for conpensating nunicipalities for |and
purchased by a | easeholder with a preference right.

8: 15: 53 AM

REPRESENTATIVE KITO IIl inquired as to how many inholdings HB
296 m ght affect.

8:16: 27 AM

WYN MENEFEE, Chief of Operations, Central Ofice, D vision of
M ning, Land and Water, Departnent of Natural Resources (DNR),
said DNR anticipates that few leases would qualify for the
preference by neeting all of the criteria and having a rmnuni ci pal
entitlement selection affecting them Statew de there are about
69 conpetitive |eases, and the nunmber would be reduced by the
aspects of the bill. M. Menefee estimated that |ess than 10
woul d qualify.

REPRESENTATIVE KITO I1l asked if allowng a private individua
or organi zation to purchase the land creates an access right to
an i nhol di ng.

MR. MENEFEE replied no, and explained that access is an issue
that is not addressed in the proposed |egislation. Typi cal |y,
access to parcels surrounded by state land is not an issue
because there are multiple ways to obtain access such as
generally allowed usage, an easenent, or by a waterway. At the
time surrounding land is transferred to a municipality or
borough, it is unclear what access the borough will or will not
al | ow. He advised that nunicipalities typically are not
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interested in restricting access, thus this normally hasn't been
an issue, but he would not guarantee an issue related to access
woul d not ari se.

8:19:13 AM
REPRESENTATI VE FOSTER opened public testinony.
8:19:35 AM

MEL G LLIS related his situation in which he lost his business
after nmany years of operation on state |[|and. He said he
understood that the [Alaska] Constitution directs that |I|and
woul d be nade avail able for devel opnent, and he tried to buy the
land he |eased from the state in 1984, where he built a nice
place with perm ssion from DNR However, 15 years later, the
muni ci pality requested the land and the state granted its
request. M. GIllis spent $247,000 to save his |odge and five
acres of state |and. He opined the bill would prevent this
situation in the future, and he urged the comrittee to create a
way that an individual can obtain the state land that they
choose, w thout DNR specifying what is available to them He
noted that the bill is only the first step to correct a problem
with DNR

8:22:54 AM

REPRESENTATI VE REI NBOLD said M. Gllis' story is sad and HB 296
is a step in the right direction to help future Alaskans in
their businesses and to prevent unfair actions. She expressed
her hope that the state is business-friendly and "things Iike
this don't continue to happen.”

MR G LLIS said there are no guarantees with DNR, and the

American Dream in Alaska - for those who are trying to start a
busi ness in the Bush - is dead.

REPRESENTATI VE REI NBOLD agreed that smaller comunities need a
busi ness-friendly climate.

CO CHAI R LEDQUX expressed her belief that the bill may not help
M. GIllis, but will help individuals in the future.

8:25: 51 AM
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THOR STACEY, Lobbyist, Al aska Professional Hunters Association

Inc., informed the conmttee M. Gllis is a long-tinme nmenber of
the Al aska Professional Hunters Association and its board
supports the concept of HB 296. Al though in M. GIllis"' case
the bill is too late, there are other hunting guides who have
simlar issues. He advised that the association has about 120
prof essi onal nenbers who are registered gui des across the state.
Alaska's guiding industry garners about $80 million in
associ ated economc inpacts to the state, and brought in about
$55 million new dollars to the state in 2013. Fifty percent of
the association's economc inpact in new dollars and on
enployment is to rural areas outside of wurban centers; for
exanple, the rural econom c devel opnent that cones with hunting
operations based on |eases for hunting | odges. Al aska has a
diversity of hunting services, including those who obtain state
| and | eases and nmake inprovenents to provide shelter in a harsh

envi ronnent . Those service providers face a l|ot of business
risk in terms of building in rural Al aska, and they have a
general faith that the system wll encourage a |egal business

whi ch provides infrastructure across renotes areas of the state.
M. Stacey pointed out that those who choose to nmke this
investnment and take this risk know there are no guarantees,
however, when a government entity overlaps another and makes a

sel ection, the inprovenents can suddenly be bought out
underneath them The association board sees this as a potenti al
for injustice, and expects that the bill gives an individual a

chance to fairly purchase the inprovenents that they have built.
From t he perspectives of rural economcs, diversity of services,
safety, and social benefits, M. Stacey said the association is
in strong support of the bill.

8:30: 11 AM

REPRESENTATI VE FOSTER, after ascertaining that no one else
wi shed to testify, closed public testinony.

CO CHAI R LEDOUX urged for passage of the bill

8:30: 35 AM

The committee took a brief at-ease.

8:31:13 AM

REPRESENTATIVE KITO 11l withdrew his objection to the adoption

of CSHB 296, Version U. There being no further objection,
Version U was before the commttee.
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8:31:23 AM

REPRESENTATI VE REI NBOLD nmoved to report CSHB 296, Version 28-
LS1375\U, Bullock, 2/24/14, out of commttee wth individual
recomendati ons and the acconpanying fiscal notes. There being
no objection, CSHB 296(CRA) was reported from the House
Communi ty and Regi onal Affairs Standing Conmittee.

8:32:21 AM
ADJ OURNVENT

There being no further business before the commttee, the House
Community and Regional Affairs Standing Commttee neeting was
adj ourned at 8:32 a.m
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