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Senate

Resources Committee
Pouch V

Slate Capitol
Juneau. Alaska 99811

Meno
To: Bettye
From: Pat

Subject: Amendment to University "Clarifying" Amendment —UA/State Land
Settlement

The University has proposed the following clarifying amendment:

"...provided, however, that no title or interest to such lands may
be acquired by adverse possession or prescription, or in any other
manner except by conveyance from the University."”

This language could be construed as prohibiting the State from exercising
its right of condemnation on University lands. I would suggest the
following language be, added to the above sentence:

"—— from the University; provided further that such lands shall be
subject to condemnation for public purposes in accordance with applicable
law."



University of Alaska
Statewide Office oT Land Management o e
3354 College Road
Fairbanks, Alaska 99701
474-7421
February 8, 1983

The Honorable Jalmar Kerttula
President

Alaska State Senate

Pouch V

Juneau, AK 59811

Dear Senator Kerttula:

| appreciated the opportunity to speak with you and Anna uoout the
University lands bills, SB40 and SB41. As | mentioned, this year's bills
are much better because they identify all lands involved and the actual
and total cost of the settlement. Last year's bills only included a process
for calculating costs and identifying lands and had many unknown variables.
As a result of this settlement the State receives thousands of acres for
parks and roads: the leasing problems are resolved and the University
receives lands which could provide income in the long-term and a small
amount of cash to replace revenues which inadvertently were not collected
by the State. There is no "fat" in this settlement; all calculations
were conducted by independent appraisers and reviewed by the Department
of Natural Resources and the University, and the entire process was
reviewed by the Department of Law. Although the University could have
asked for liquidated damages and increased the overall value of the
settlement, the intent is to resolve this longstanding issue by reaching
a reasunable settlement. We believe this is the best solution and one
which warrants legislative support.

I have several comments about allocating a portion of the interest
earnings of the University Land Grant Trust Fund by geographic region. As

a land manager, | am concerned that this rould result in the inability to
manage University lands according to their highest and best use and
according to actual market conditions. Instead, such wise management

principles could be precluded by internal and external pressures to emphasize
the developi ant of certain geographic, regions. There would also seem to be
little relationship between educational needs and the availability of funds.
The attached chart shows the geographic breakuown of existing funds for which
we have data (1979 - 1982). It appears that the Copper Center area, with
virtually no students or University programs, would be entitled to nearly
five times as much money each year as the Fairbanks, Mat-Su and Southeast
areas would receive together. Based on this conclusion we question whether

a geographic distribution program would be equitable or meet the needs of

the communities we have the responsibility to serve with educational programs.



Uniyersity of Alaska

Although | can understand your concerns about the land settlement
from a historical perspective, | can only hope thatthe work we have
accomplished in the past year and the Beard of Regents' decision not to
seek damages or calculate the compensation at a higher rate is sufficient
to warrant your support. | hope that we can lay to rest this issue as soon
?s pc :sible so that we can get on with developing the University's lands
for education and income producing purposes for the ultimate benefit of
all Alaskans, most especially our students.

merry Tuten
Director

MT/cr

cc: President Jay Barton
Vice President Carter

Attachments



1979 - 1982
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Total

All But
Leases

General

1. Mat-Su District currently generates 7.8% of the

2. After the

3. Most of the money is generated by the Anchorage
the entire southeast and the Mat-Su
with virtually no students or university programs v/ould be entitled to almost five times as much money each year as

plan Fairbanks,

Copper Center,
and southeast Alaska areas would

are sold).
the Fairbanks,

Total

$65,874

$1,963,500

$375,726

$110,453

$11,530

$2,527,083

$2,151,357

Information

Mat-Su,

Anchorage Bowl

$ %

0 0
$1,947,500 99.29%
$15,029 4%

0 0

0 0
$1,962,529 7%
$1,947,500 90%

leases are sold back to the State the
would be distributed to the Mat-Su district under a

** Specific data available only since 1979

UNIVERSITY PERMANENT FUND DEPOSITS BY
GEOGRAPHIC AREA
1979 - 1982
Fairbanks Glennallen Southeast Alaska Kenai Mat-Su Valley
Copper Center Peninsula
$ % $ % $ % $ % "$ %
0 0 $27,810 42% 0 0 $38,064 58% .0 0
0 0 $1,000 o500 0 0 $15,000  75% 0 0
$93,931 25% $37,573 10% 0 0 $33,815 % $195,378 52%
0 0 $55,226 50% 0 0 $65,227 50% 0 0
0 0 $6,559 56% $4,971 44% 0 0 0 0
$93,931 4% $128,168 5% $4,971 2% $142,106 6% $195,378 7.8%
0 0 $90,595 4.4% $4,971 2% $108,291 5.4% 0 0

total income to the Permanent Fund. (Based on the funds receipts from 1979 - 1981).

Mat-Su district will contribute 0% of the total income to the fund. Thus,

geographically oriented spending plan.

no money

under a geographically oriented spending
leases

Bow/1 and the Kenai
valley would together only receive

and Copper Center areas. Thus,
2% of the proceeds from the Permanent Fund (after

receive together.



REGENTS® POLICY 05.07.01

Proposed ctiA”aa pART v
5=0(2. . -fVPALL -
BO

K&D /VVe&ri/M-FINANCE A'w BUSINESS MANAGEMENT

CHAPTER VI

GIFTS AND SPECIAL FUNDS

Permanent Fund (LAMP T’PU&T 05.07. 01

Funds avai.la.ble as provided by Alaska Statues 14. 40.400 are
restricted and may not be expended for any purpose other than
for land management activities without the approval of the
Board of Regents.

Unrestricted Gifts 05.07.02X

The University administration shall transfer immediately all
unrestricted gifts, received and accepted by the University
of Alaska, to the University of Alaska Foundation, and shall
report gifts so transferred to the Board at least annually.

Acceptance of Gifts 05.07.03

The President of the University 1is authorized to accept gifts
on behalf of the University when acceptance of the gift does
not subject the University to any continuing, substantial
budgetary comm_tments beyond the current fiscal year.

Revolving Fund 05.07*04

Interest earnings on plant funds other than bond monies will
be set aside as a revolving fund for campus and long-range
facilities planning. Monies spent on such planning will be
restored to the account from specific project fluids as they
become available for that purpose.

(09-30-80)

Such expenditures may include, with specific regents®™ approval
in each case, required funding of an emergency nature, the pro—
vision of a margin of support over and above what would other —
wise be possible through underlying funding provided by the
state to enhance the quality ci the university®"s fisheries,
agricultural, forestry anc other academic programs, and money

for faculty development, to improve the quality of the faculty
and to keep faculty members up-to-date.
/I

10/07/80 05.07.04
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> JQSEPH30N WAIVED SB40 tHRoUGH HESSt KERTTULA SENT IT TO JUDICIARY,
BUT SAID SOMETHING ABOUT "“THERE BEING A LOT OF INTEREST IN THE BILLS AND
ATAAS--SURFe— T-HAT-X>ttMGiARY-WOWFCO--NEr «=--+«-TH-THEN--SQONJt WHATEVER" THFi r-~

MEANS,
2) HE (NARK 1r'THR) HAS THINKING ABOUT TAGGING THE NEW DEPARTMENT OF LAW

GUITTTME NTAL- Al "FROPivI-MT--rGNS—-THLb-WT-TH THE- $4~2 "riTLLTON AS""SETTLEMENT *OF"
LITIGATION, THE MONEY WOULD BE EARMARKED FOR TRANSFER TO THE UA®S -AND

GRANT TRUST FUND, HE WANTED TO DO THIS AS A BACKUP. I TOLD HIM TO
-BE-GAftEWJI. -BEGAUSE-GF- S E N F R O M -T~Hg-08VE~RNORAS~OrPTCEr~ATIli- THAI- HE-
SHOULD TALK TO YOU, SUGGEST YOU STOP DY AND CHAT WITH HIM SOON.

] SENT YOU A COPY OF MY LETTER TO KERTTULA IN RESPONSE TO HIS REQUEST
-"ICR- INE 1)Ki4A-T-I0N, PLEASb- L-ET- ME-KNOW-IF wwOU-BET ANY-FEEDBACK,
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HAVE TIME,
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ALASKA STATE LEGISLATURE - SENATE

SENATOR RICHARD |I. ELIASON

P 0. BOX 143

LABOR AND COMM'RCE committee,chairman SITKA, ALASKA BBB33

RESOURCES COMMITTEE
JUDICIARY COMMITTEE TOUCH V

FISHERIES SUB.COMMITTEE JUNEAU. ALASKA 6B8I1
(B0?) 465-4016

MEMORANDUM

T0: Senator Bill Ray, Chair
Senate Judiciary Comm

FROM:  Senator Dick Eliason

DATE: March 10, 1983

RE: CSSB 41 (Res) - "An.Act_reIatinP to the transfer of the
ovnership and management of University of Alaska trust land..."

As requested, | reviewed the above-referenced Dbill and | am now
reporting my findings to you.

Under two congressional Acts, in 1915 and 1929, the University of Alaska
was granted 110,000 acres of land which were to be held in trust and
were reserved for the exclusive use and henefit of the University for
the support of higher education in Alaska. Upon statehood, the State of
Alaska accepted trustee responsibility for these "grant" lands.

It is the University's contention that the land was |mproperly_m_ar]a%ed
disposed of and leased by the State. The University of Alaska initia ed
two law suits which asked for the return of the [and and for monetar
compensation.In 1981, the Alaska Supreme Court rendered "tha
University grant: lands are for the exclusive us<. and benefit of the
University, and that such lands cannot be taken without compensation."

Following the Supreme Court's ruling, the University entered into
negotiations with the State Departments of Natural Resources,
Administration,and Revenue. After 13 months of negotiation, a
settlement agreement was reached. (CSSB 41 ratifies this document.

Senator Kerttula has indicated his interest in proDOsing an amendment
which would state that 33% of all income generated from the trust lands
shall be apportioncj to renewable resource instruction and related
facilities. A proposed draft is attached.



At my request, Esther Wunnicke, Commissioner of the Department of
Natural Resources, met with the Attorney General's office to review the
technical language in CSSB 41. All parties involved are satisfied with
the language.

CSSB 41 will resolve the question of ownership and management of these
"grant” lands. | recommend that this matter be taken care of as
expeditiously as possible.



crp BILL SHEFFIELD, GOVERNOR
o/

DEPAJt .« OF NATURAL RESOURCES

OFFICE OF THE COMMISSIONER

TORER MaLaska 99811
PHONE:

(907)465-2400

February 10, 1983

The Honorable Richard 1. Eliason
Alaska State Legislature
Pouch V

Juneau, AK 99811
Dear Senator Eliason:

As you requested, we have reviewed the Resources Committee
Substitute for Senate Bill 41 in consultation with the
Attorney General®"s Office, and are satisfied with the
language of the CS.

On January 31, we testified in support of the bill before a

joint meeting of the House*"and Senate Resources Committees.

The Agreement which SB 41 ratifies was signed by the Commissioner
of Revenue, Administration and Natural Resources in March of
1982. This department has consistently supported the Agreement
as an equitable resolution of the questions raised by the

State"s prior management of University grant lands, and of

the 1981 Alaska Supreme Court decision on that subject.

Please let me know if you have any comments or questions.

Sincerely,

Commissioner
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LEGISLATIVE AFFAIRS AGENCY

M EMORANTDUM March 14, 1983
SUBJECT: SB 41 amendments

TO: Senator Jalmar M. Kerttula

FROM: Richard Ft. Bradley LL.

Legislative Counsel ~-*

A_fter our conversation Tuesday, | reviewed the laws relating
to the University and its funding. The context of your
question derives from your earlier request that the Univer —
sity be required to apportion no loss than or.e-third of the
income received by the University from the so-called trust
land to ntl:? agricultural experiment station and to agri—
cultural, fishery, and. forestry instruction enrichment and
to related research programs.”™

The only problem with that approach was that it violated the
prohibition against dedicated :unds. Article 11X, section 7,
A_laska Constitution.

After discussing the matter with you 1in the latter part of
last week, | agreed to draft bill language, cresumably for
inclusion into SB 41, that would Ilimit the University to the
expenditure of the 1income from the trust lands only under an
appropriation made by law.

I miay say that this amendment should be considered unneces—
sary. The income from assets of the state, whether they go
to the "general fund” or some other fund, shcuia be under—
stood to be covered under Article 11X, section 13, whpeh pro—
vides that: "No money shall be withdrawn from the treasury
except in accordance with appropriations made by law".

Since the University is a part of the state government,-the
requirement clearly applies to them.

Sec. AS 14.40.290(a) 1is amended no read:

(a) The University of Alaska shall hold all prop—
erty acquired by it. The Department of Administration,



Senator Jalmar W. Kerttula
Page 2
March 14 1983

upc.n requisitions by the Board of Regents signed by its
president and secretary 1if consistent with an appro—
priation mace to the University of Alaska by the legis—
lature , shall pay to the treasurer of the Board of Regents
all federal land grant college funds coining into the
possession of the Department of Administration and sub-—
ject to requisition by the Board of Regents and shall
disburse federal funds 1in aid of land grant colleges in
accordance with the federal statute providing for dis—
bursement and with an aDorcoriation made to the Univer-
sitv of Alaska by law.

* Sec. . AS 14.40.7400 (c) 1is amended to raad:

(c) The income from the trust fund shall be used
exclusively for the Agricultural College and School of
Mines under appropriations made by law.

ITf | may assist further, please advise.

RA3:1jb
17040



Senate.

Office of tde President SIft%“%haYm

Official Buamea* Juneau, AlaeLa 99811

MEMORANDUM

TO: Senator Richard Elias -

FROM: Senator Jay Kerttul
Senate Presid,

RE: amendment to SB 41, concerning the University of Alaska Trust
eLand Settlment Agreement.

In the spirit of the 1862 federal legislation creating land grant
institutions, I feel the University of Alaska should allocate a
percentage of its income from the land trust to renewable resource
instruction and their related'-facilities.

Legal Services is drafting an amendment to SB 41 stating that 33% of
all income generated from these trust lands shall be apportioned to

the Experimental Farm and Agriculture, Fisheries, and Forestry
instruction enrichment and their related research programs.

cc: Bill Berrier, Legal Services

JK:ak:jdk



LEGISLATIVE AFFAIRS AGENCY

ti E. MORANDUM. February 28, 1983
SUBJECT: Amendment for SB 41

TO: Senator Jalraar M. Kerttula

FROM: Richard A. Bradley C~P-

Legislative Counsel

Ycur letter to Senator Eliason stated that we are drafting
an amendmant to SB 41; because your request did not specify
a particular version of SB 41 and Anna did not. suggest a
particular bill, it seems that the best answer 1is simply to
provide you with suggested language and then at a la“"ter time
we may 1insert it into a bill.

I may say that the subject of the use of university land 1is
slightly outside the narrow subject of SB 41 and CSSB 41
(Resources), which 1is the . . transfer of the ownership
and management of University of Alaska trust land ..
IT you wish to be prudent on this subject, 1 suggest "An Act
relating to University of Alaska trust land; and providing
for an effective da*,-." in place of the existing language.

As far as the particular substantive language to achieve
your goal, 1 suggest:

* Sec. . AS 14.40 1is amended by adding a new section
to read:

Sec. 14.40. 445. INCOME FROM TRUST LAND. No less
than one-third of the income received by the Board of
. Regents from the management or disposal of land
conveyed to the Board of Regents under AS 14.40.-
170(a)(4)(B) may be apportioned to the agricultural
experiment station and to agricultural, fishery, and
forestry instruction enrichment and to related research

programs.

IfT 1 may be of further assistance, please advise.

RA3:1jb
9/022
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LEGISLATIVE AFFAIRS AGENCY

M EMORANDUM February 3, 1983

SUBJECT: University land transfer
(CSSB 41 (Resources))

TO: Senator Bettye Fahrenkamp
Chairman, Senate Resources Committee

FROM: Richard A. Bradley //7)
Legislative Counsel J-/-

The bill is prepared as requested.
Certain features of the bill should be noted.

Because the material proposed for addition to AS 14.40.290
did not really fit within the section, 1 proposed a new
section immediately following sec. 290. Mote that while we
all understand the terms used within the section
("university-grant land” and "state replacement land"), the
terms are not defined within AS 14 or elsewhere. f ice this
is permanent law that the legislature 1is considering

someone reviewing this law in the future may be confused by
the use of the terms.

But more to the point, the use of undefined terms add
nothing to the law. The new draft says, after the undefined
terms are passed, that "any . . . la-id" of the university is
not and may not be treated as state public domain land. In
these circumstances, the use of the undefined terms 1is
awkward at best as well as unnecessary.

And, as a matter of law, the section is unnecessary.

They are included in the draft because the committee
requested them.

And note also that the draft provided to me for the
amendment to AS 14.40. 170(a) (7) would have deleted the
phrase "for the management of the land of the university".
Since the paragraph would have no meaning with the language



Senator Bettye Fahrenkamp
Page 2
February 3, 1983

deleted, | have redone the section to make clear that it is
the land of the university that is being considered.

IfT | may be of further assistance, please advise.
RAB:1jb

Enclosure



THE UNIVERSITY OF ALASKA

Jay Barton, President

Briefing Paper
UNIVERSITY LANDS SETTLEMENT®" AGREEMENT

November, 1982

For further information contact: Merry Tuten

Director of Land Management
(Statewide)

474-7421



EXECUTIVE SUMMARY

The Settlement Agreement provides a method for
calculating compensation due the University as a result
of improper management of University grant land.
Compensation is provided for:

easements and rights of way granted by the State
without University approval or compensation

- residential, utility, commercial, agricultural,
and private recreation leases let and administered
at less than fair market value

- material (gravel/sand) removed for use by state
agencies without payment to the University

- uncollected revenues from state sales of resources
such as coal, oil and gas, and timber

- free use permits, land management transfers,
reserved use requests, and special land use
permits issued without University approval or
compensation

- legislative withdrawals of University lands for
parks and preserves without University approval
or compensation

- land exchanges which have only been partially
completed without the University receiving 1its
share of the land to be exchanged

To compensate the University for these actions, the
Settlement Agreement provides for the transfer of titDe,
management, and control of University grant lands fronm
the State to the University. The State and University
agree that the University would more properly manage
these lands to produce income and support the University.
The Settlement Agreement also provides for the appropriation
of funds and/or the conveyance of state "replacement” Ilands
to equal the dollar value of the-compensation owed the
University. The Settlement Agreement provides a detailed
method for calculating the compensation for items above
and results in a total dollar amount.



BACKGROUND

The University of Alaska originally received its
lands from the Federal Government by two Acts of Congress,
in 1915 and 1929. These Acts were extensions into the
Territory of Alaska of the Land Grant College concept
pioneered by the Morrill Act of 1862 which established
Land Grant Universities throughout the Continental United
States. Under these two congressional Acts the University
was granted 110,000 acres of land which were to be held
in trust and were reserved for the exclusive use and
benefit of the University of Alaska for the support of
higher education in Alaska.

Upon statehood the new State of Alaska accepted the
trustee responsibility for these "grant" lands. Since
the purpose of the federal grant was to produce income to
support the university the State should have actively
managed and developed these lands. Instead, the State
treated the University Grant Lands as though they were
State lands and made them available at less than fair
market value. In addition, the legislature passed laws
that transferred University lands into nonprofit making
uses such as state parks and wildlife withdrawals

without compensating the University. As a result of
these legislative and administrative actions the University
lost considerable acreage and income. During the twenty

years of State management only $2.7 million 1in income was
produced from the entire 110,000 acre federal land grant.
These proceeds were deposited into the University of
Alaska Permanent Fund and the interest earnings were

used to support University programs.

In 1978 the University intervened 1in litigation
between a private company and the State questioning the
State®"s right to withdraw University grant land into
state parks without compensating the University. While
this lawsuit proceeded through the court system the
University filed a second suit against the State in order
to clarify the ownership and trustee responsibilities
frrounding all University grant lands.

In 1981 the Alaska Supreme Court rendered a decision
on the first lawsuit in which the University had intervened.
The court re"affirmed that University grant lands are for
"the exclusive use and benefit of the University, that
such lands cannot be taken without compensation,”™ and



that che State 1is required by the federal legislation
conveying the land grant "to manage said University
lands to effect the purpose of the trust, which is the
production of income for the benefit of the University."”

The second lawsuit is still pending 1in Superior
Court. However, Tfollowing the Supreme Court®"s ruling
in favor of the University on the first lawsuit, the
University entered into negotiations to settle all
litigation with the State Departments of Natural
Resources, Administration, and Revenue and, after 13
months of negotiation, reached an out-of-court
settlement (enclosed).

During the 1981 - 1982 legislative session the
State and University sought the legislature®s
ratification of this out-of-court settlement. Although
both the House and Senate passed the initial bill
unanimously, other issues unrelated to the land
settlement question were added to the final bill and
it was consequently defeated in committee. The
legislature did, however, appropriate $500,000 to the
University and the State in order to implement the terms
of the Agreement. The State and University will be
seeking ratification of the Settlement Agreement during
the 13th Alaska Legislature.



ISSUES

1. Why should the University own land and be in the land
management business?

The federal government granted trust land for the exclusive
use and benefit of the University of Alaska. The Alaska Supreme
Court has held that the university®s grant lands must be managed
"to effect the purposes of the trust, which is the production of
income for the benefit of the university.” However, the state
manages and disposes of its lands for purposes other than to
maximize earnings. Accordingly, the purposes for managing
university trust lands and state-owned lands are completely
different. Furthermore, the state has disposed of university
trust land and products therefrom at less than current market
value. For these reasons, the university®s board of regents has
felt compelled to assume direct responsibility for the control
and management of university trust lands.

2. What will the University do with the money it receives
from its trust lands?

Income produced by the university®s lands is deposited into
the university"s permanent fund which is held and managed by the
state Department of Revenue. The state informs the university
how much investment income it will receive from its permanent
fund and the university informs the state how that income will be
used. No change iIn this procedure or in legislation governing
the university permanent fund is required at this time. For
further iInformation on the university®s permanent fund and its
use, the reader”s attention iIs invited to the university brie-ing
paper entitled "University of Alaska Permanent Fund."

3. Does the Settlement Agreement benefit the state?

Yes. The agreement resolves a long standing legal issue at
minimal cost to the public, clarifies Department of Natural
Resources responsibilities, and provides the university with its
original federal endowment. The settlement will also benefit the
state by enabling its university to become a better, higher
quality university, at lower cost to the state, than would be
possible without the federal endowment.

4. Uhy does the State ™"owe™ the university any
compensation since the legislature funds the university every
year?



The Alaska Supreme Court held that the university Iis
entitled to compensation for takings by the state of university
trust land at less than fair market value. This compensation is
a single "one-time"™ payment stemming from a judicial decision.
This payment is necessary to re-establish the land grant trust
endowment provided by the Congress to provide financing in
perpetuity to help support the university. Congress intended
that rhis endowment funding be provided iIn addition to, not
simply to replace, annual general fund support of the university
by the state.

5. IT the legislature appropriates funds and land as
compensation for past actions, will the university be able to
support itself from land revenues?

No, iInvestment earnings will not be large enough in the
foreseeable future to have any significant influence on the
amount of general funds needed to support the university.

RECOMMENDAT IONS

Calculations of compensation due the university v.mder the
terms of the settlement agreement are shown on the next page.
Accordingly, the university now recommends that: the terms of
the out-of-court settlement between the university and the state
Department of Natural Resources be ratified by the
legislature.* Specifically, the university recommends that:

1. It be granted title, management, and control of its
federally granted trust lands.

2. It receive cash and land compensation from the state in
accordance with the closing statement shown below.

3. Alaska statutes be corrected to reflect the transfer of
university trust lands from public ownership to management by the
university"s board of regents.

* Under the terms of the settlement agreement, the state
Department of Natural Resources must review the university"s
calculation of compensation to determine whether or not it agrees
with the grand total so derived. This review has not, as of this
writing, been completed.



CLOSING S

Compensation due the University o

. 12/20/82
TATEMENT

f Alaska computed in accordance

with the settlement agreeraent--
SOURCES OF COMPENSATION IN LAMP* IM CASH
Leased Lands $. 15,264,693
Uncollected Revenues b $ 154,454
Material Sales 42,413
Rights of Way 2,177,763
Liguidated Damages 0
Back Pay for Leases . *2,344,676
Legislative Withdrawals 6,085,536
Conveyances L Incomplete Land

Exchanges - ee112,859
TOT.AL3: $ 21,563,0%; *$ 4,719,311 $ 25,282,399 **=*

@ -

for- I*nd rnnnoncat'inn. nnivPTevv ut'T 1 ovrKsnrro it-o
The university relinquishes: The university gains:

Category

Leased Lands
Conveyances

Exchanges
Legislative Withdrawals

and

Municipal Selections (only if)
agreement 1is reached with

the Municipality)

** This number
concluding negotiations.
of compensation, the categories
will be as specified above.

However,

may change slightly curing the process

to

Incomplete Land

Replacement Pool Parcels
Replacement Pool 111 - All parcels
Replacement Pool 112 - (previously

approved by BOR on 9/30/S2) Parcel
as needed to equal the fair market
value oflands relinquished to the
state

of
regardless of-, the total amount
-be taken 1in cash and in land



THE UNIVERSITY OF ALASKA

Jay Barton, President

Briefing Paper
"UNIVERSITY OF ALASKA LAND GRANT TRUST FUND"

December, 1S82

For further information, contact: Sherman Carter
Executive Vice President
474-7448



EXECUTIVE SUMMARY

Congressional acts iIn 1915 and 1929 granted the University
of Alaska about 113,000 of land for its exclusive use and
benefit. In 1967 the Alaska legislature directed the state
Department of Revenue to establish a separate fund in which all
money derived from these university trust lands would be
deposited. As of June 30, 1982, "+e fund totaled $5,462,670.

Investment earnings from this University of Alaska land
grant trust fund, also referred to as the university®s "permanent
fund'*, are made available to the university for use as specified
by the university®"s Board of Regents. During the current year,
such earnings are being used for land management, rental charges
for office space, legal expenses and rental charges for computer
hardware. No problems have arisen with respect to the use of
such i1ncome. However, questions have been asked regarding what
will be done with this income if It iIncreases as a result of the
pending land settlement.

The land settlement 1iIs expected to result in equal value
land being transferred to the university by the state to replace
university trust land previously withdrawn by the state for other
uses. Any cash paid by the state to the university as a result
of the settlement would pass to the state Department of Revenue
for deposit into the University of Alaska land grant trust fund
invested and managed by that department.

The principal in this fund will increase over time.
However, the investment earnings will not be large enough in the
foreseeable future to have any significant influence on the
amount of general funds requested to support the university.
Falling interest rates will require a larger principal balance
for investment than now exists in the fund just to sustain the
current flow of investment earnings.

Currently, the state informs the university how much
investment income it will receive from its permanent fund and the
university informs the state how that income will be used. No
change iIn this procedure or in legislation governing the
University of Alaska land grant trust fund is indicated at this
tiine.



BACKGROUND

The financial history of Che University 0.5 Alaska land grant
trust fund is shown below:

Income
Fund Additions to Investment

Fiscal Year Ending Balance the Fund (1) Income (2)

June 30, 1960 16,256.03

June 30, 1961 620,726.03 604,470.00 7,120.14

June 30, 1962 319,685.89 198,959.86 17,468.21

June 30, 1963 976,684.86 156,968.47 27,214.92

June 30, 1964 1,149,978.39 173,324.73 36,844.50

June 30, 1965 1,177,158.03 27,179.64 39,614.61

June 30, 1966 1,201,666.03 24.508.00 48,967.84

June 30, 1967 1,216,652.43 14,986.40 48,849.89

June 30, 1968 1,282,732.91 66,080.48 48,834.88

June 30, 1969 1,375,217.02 92,484 .11 52,169.75

June 30, 1970 1,430,702.00 55,485.00 67,801.90

June 30, 1971 1,489,083.00 :>8,381.00 63,158.00

June 30, 1972 1,646,536.76 157,453.76 85,595.23

June 30, 1973 1,821,277.76 174,741.00 83,407,00

June 30, 1974 2,077,520.77 256,243.01 134,087.58

June 30, 1975 2,220,163.04 142,642.27 164,022.28

June 30, 1976 2,362,805.04 142,642.00 184,105.00

June 30, 1977 2,543,394.00 180,588.96 178,873.00

June 30, 1978 2,690,576.00 147,182.00 223,117.00

June 30, 1979 2,930,925.96 240,349.00 210,112.00

June 30, 1980 4,903,352.73 1,972,426.77(3) 316,919.72

June 30, 1981 5,240,946.91 337,594.18 525,365.13

June 30, 1982 5,462,670.29 221,723.38 611,779.04(4)

Footnotes

1. University grant lands generate income as a result of leases,
easements and materials sales (e.g., timber, gravel, oil).
Income cannot be used directly by the university but instead
goes into the University of Alaska "permanent fund" managed
by the State Department of Revenue.

2. Investment 1income from the fund is made available to the
university quarterly, for use as specified by the
university"s Board of Regents.

3. In September 1979, the fund was 1increased by $1,761,500 as a
result of the sale of a right-of-way across university land
in the Anchorage area.

4. Additionally, in FY82, $70,575.00 in interest was earned on

unexpended land grant trust fund income.



The effect of state legislation pertaining to the University of
Alaska land grant trust fund is summarized below:

AS.. 14.40.400 provides that, "The Department of R.evenue
shall establish a separate fund iIn which all monies derived
from the sale or lease of lands granted under Act of
Congress approved January 21, 1929 shall be held in

trust. The trust fund shall be invested iIn interest bearing
securities as approved by the Governor. The income from the
trust fund shall be used exclusively for the agricultural
college and school of mines... The Department of
Administration shall disburse the income from the trust fund
upon vouchers approved by the president and treasurer of the
university specifying the purpose for which the money is to
be used and showing it is to be used in conformity with this
section."

The principal of this fund is a non-~expendable trust.
Receipts to the fund include land lease rentals, mineral
lease rentals, sale of lands, sale of resources, bonus
mineral leases, and royalties on minerals. Disbursements
from the fund by the Department of Revenue are made for the
purchase of investments and to distribute iInvestment
earnings to the University of Alaska.

Pertinent federal legislation is summarized below:

The University of Alaska did not receive grant lands under
initial land grant legislation in 1862; however, language in that
legislation indicates the intent of congress with respect to
trust lands it provided to help support land grant colleges and
universities. That legislation includes the following:

"All monies derived from the sale of lands. . ".shall be
invested. . .The monies so invested shall constitute a
perpetual fund, the capital of which shall remain forever
undi.ninished. . _.and the interest of which shall be
inviolably appropriated. . .to the endowment support and
maintenance of at least one college where the leading object

The University of Alaska also received about 13,000 acres of
land grant trust land in the Tanana Valley from the federal
government in 1915, income from which has been handled the same
way as from federal land grant trust land received iIn 1929.

In 1935 the Territorial Legislature passed a law which
indicated that, "All obligations, rights, privileges, and all
real at.J personal property whatsoever belonging or appurtarmng
to the Board of Trustees of the Alaska Agricultural College and
School of Mines are hereby transferred to the Board of P.egents of
the University of Alaska and the University of Alaska.” Thus,
the present reference to the Agricultural College and School of
Mines in A.S. 14.40.400 (c) seems to be an historical anomaly.



shall be, without excluding other scientific and classical
studies, and including military tactics, to teach such
branches of learning as are related to agriculture and the
mechanical arts, in such manner as the legislatures of the
states may respectively prescribe, in order to promote the
liberal and practical education of the industrial classes in
the several pursuits and professions of life."”

Federal legislation enacted in 1929, through which the University
of Alaska received the bulk of its trust land, includes the
following:

"The college and school provided for in this section shall
forever remain under the exclusive control of the said
Territory, and no part of the proceeds arising from the sale
or disposal of any lands granted herein shall be used for
thﬁ srpport of any sectarian or denominational college or
school .

“"A fund shall be established in the Territorial treasury to
carry out the purposes of this section, and whenever any
money shall be iIn any manner derived from any of the land
granted same shall be deposited in the Territorial treasury
in the fund. The Territorial treasurer shall keep all such
money invested iIn safe xnterest-bearing securities. . . The
income from said fund may and shall be used exclusively for
the purposes of such Agricultural College and School of
Mines: Provided, That no portion of said income shall be
applied, directly or indirectly, under any pretense
whatever, to the purchase, erection, preservation, or repair
of any building or buildings.”
The paragraph cited immediately above, which specifies that 'no
portion of said income shall be applied directly or indirectly,
under any pretense whatsoever, to the purchase, erection,
preservation or repair of any building or buildings™ was repealed
in 1966. Currently, !zlwre 13 no such restriction. The first
quoted paragraph above, however, including the point that 'no
part of the proceeds arising from the sale or disposal of any
lands granted herein shail be used for the support of any
sectarian or denominational college or school remains iIn effect.



ISSUES

1. To what extent shall income from the University of
Alaska®s permanent fund reduce general fund appropriations to the
univers ity?

The endowment lands were not expected to replace state
funding but were provided to permit a margin of support over and
above what would otherwise be possible through underlying funding
provided by the state. Consequently, while the University of
Alaska expects to provide full disclosure to the state with
respect to how endowment earnings from the university"s trust
land are being used, such earnings should not simply result in
comparable reductions in general fund appropriations to support
the university. That approach already is followed with respect
to such university receipts as tuition and indirect cost
recovery. The legislative and executive branches of the state
retain fiscal control over the university by deciding how much
general fund support to make available for the university,
considering, among other things, university needs and all of the
university s sources of funds, to include endowment earnings.

2. Shall some of the investment earnings on the University
of Alaska permanent fund be reserved to "inflation-proof'" the
fund?

Such a reservation of funds is not necessary. The
University of Alaska permanent fund constitutes an "endowment on
an endowment.™ That 1is, the university is permitted to use
essentially, only "the earnings on the earnings™ on the trust
land. Since those earnings do not lapse but are kept invested
until they are expended, the regents may elect only to spend part
of such earnings and thus keep the rest invested to cover future
needs. Accordingly, even following extremely conservative
financial management practices, there iIs no need to prescribe 1in
advance that only some part of the earnings received may be
expended, with the rest being reinvested to augment tire endowment
principal. That will increase automatically over the years, as
it has In the past, with increasing revenue derived from the
university"s trust lands.

3. On what might endowment earnings from the University of
Alaska permanent fund be spent?

The Board of Regents may authorize use of the endowment
income however the board determines that such income can best
help the university. Legislators have suggested that the



university use income from its permanent fund to cover the cost
of land management activities rather than to request general fund
supoort to pay for managing the university®"s trust land, and that
has been done. As mentioned previously, endowment earnings are
being used this year also to pay rental charges for computer
hardware as well as other rental costs and to pay certain legal
expenses. As endowment earuings increase, money may be available
to enhance the university"s fisheries, agriculture, forestry and
other academic programs, and to pay for such things as special
instructional equipment, sabbaticals and other faculty
development.

4. How are land grant endowments for colleges and
universities controlled and expended in other states?

The University of Alaska conducted a survey in the fall of
1982 to answer the above question. Questionnaires were sent to
the 72 land grant colleges and universities iIn the United Stater
and its territories, and 66 of the 72, or 90% of the
institutions, responded. Questions asked and the responses are
shown in the appendix contained in tnis briefing packet. In
summary, 44% of the institutions manage directly their land grant
properties; only 11% of the respordencs must deposit land grant
income t~ their respective state general fund; state general
support is not offset by land grant income for 56% of the
responding institutions; and, for 67% of the responding
institutions, their respective governing boards have final
approval authority for expenditures of land grant endowment
revenue.

RECOMMENDATION- -that no change be made iIn existing procedures or
legislation governing the University of Alaska permanent fund at
the present time.



APPENDIX

A survey was made
endowment
controlled and expended.
Below are listed the
Following that

in the fall of 1982 to determine how land grant
income for other colleges and universities is

Institutions that responded to the survey.
listing are the specific questions asked in

the

survey and the responses thereto.

Land grant

Alabama A & Il University
University of Arizona
University of California
Colorado State University
Delaware State College
University of Florida
University of Georgia
University of Ildaho

Purdue University

Kansas State University
University of Kentucky
University of Maine
University of Maryland
University of Massachusetts
University of Minnesota
Mississippi State University
Montana State University
University of Nebraska

New Mexico State University
Ohio State University
Langston Universi.ty, Okalahoma
Oklahoma State University
Pennsylvania State University
Oregon State University
University of Puerto Rico
South Carolina State College
South Dakota State University
University of Tennessee

Texas A&M University

College of the Virgin Islands
Virginia State University
Washington Stite UnivcrsLty
West Virginia University
University of Wisconsin

institutions that responded to the survey:

Auburn University

University of Arkansas, Fayeteville

University of Arkansas, Pine Bluff

University of Connecticut

University of the District of Columbia

Fort Valley State College

University of Hawali

University of Illinois

lowa State University

Kentucky State University

Louisiana State University

University of Maryland, Eastern Shore

Massachusetts Institute of Technology

Michigan State University

Alcorn State University, Mississippi

Lincoln University, Missouri

University of Missouri System

University of New Hampshire

Rutgers, The State University

New Mexico State University

Cornell University, New York

Nortn Carolina State University

North Dakota State University

Pennsylvania State University

University of Rhode Island

Clemson University, South Carolina

Scarritt College, Tennessee

Prairie View A& University,

Utah State University

University of Vermont & State Agri-
cultural College

Virginia Polytechnic
State University

University of Wyoming

Texas

Institute and



Questions asked and summaries of the responses:

1. Does your institution derive income from land grant
properties?
Responses Percent
Yes 36 55
No 29 46
0l 10CT

Seven schools noted that lands granted had been sold long
ago and current income is, in fact, derived from investments of
lard, sale, revenue or, that a financial grant was made in lieu
of a land grant. This may be the case for many of the schools
;ilich answered '""no™ to the first question as well. However, the
"no" schools did not answer the remaining questions on the
survey. Therefore, the tabulations following reflect only those
schools which answered "yes™ and completed the survey.

2. Uhat types of activities produce income from your Iland
grant property? (Check all that apply):
Real Estate Responses Percent*
Sale of Unimproved Property 14 39
Commercial Leasing 13 36
Industrial Leasing 8 22
Residential Leasing 7 19
Sale of Improved Property 6 17
Other 13 36

Natural Resources Development

Grazing Land 23 64
Cropland 22 61
Timber 20 56
Oil/Gas 17 47
Hardrock Minerals 9 25
Other 4 11

»"Percent of 36 schools responding

"Other™ real estate income above includes nine responses
(7)) which noted some type of agricultural activity, and
additional comments made suggest that most of this income results
from the sale of surplus agricultural research products. Most of
these respondents also checked cropland and grazing land.

"Other™ natural resource development includes right-of-ways,
surface leases, water, and coal/geothermal.



3. Uhat 1is the approximate proportion of land "rant
property used for:

Education/Research Income Responses Percent
Under 10% Over 90% 11 31!
11-39% 89 - 11/ 2 5
Over 90% Under 10% 13 36
Not answered Not answered 10 28
W

Interpreting the answers to this question is not

straightforward. Remember that six of the respondents presentlv

have endowment 1income only; land was sold off long ago, or never

existed. If their answers are excluded, the responses are:
Educat ion/Research Income Responses Percent
Under 10% Over 90% 9 31-
11-89% 89 - 11% 2 7
Over 90% Under 10% 12 41
Mot answered Not answered 6_ 21

1TJTT

Almost one quarter of the respondents did not answer this
question which must make us hesitate to draw firm conclusions.
Ue can say that land use 1is Tfairly evenly divided between
education/research and income production for the schools
answering the question. More specifically, we see that each
school tends to use property for one purpose or the other, but
not both. (Only one respondent noted overlapping use wherein
subsurface oil and leases coexist with surface agricultural
research.)

4. Does your institution manage its land grant property
directly?
Responses Percent
Yes 15 54
No 15 42
Not answered 5 14
3F 1T5IT

If no, how 1is its land grant property managed?

State land department or commission 11
Educational lands board or commission
Governing board

3
I
ToT

-10-



The first two titles above are generic phrases raeant to
indicate the difference between state agencies which are assumed
to manage all state lands, and commissions which appear to
administer only lands associated with educational institutions.

5. How is the income from land grant property transactions
accounted for? (Check all that apply):

Income utilized directly for university operations 20 56
Inci me deposited to University Endowment or Trust Funds 13 36
I..«orae is deposited to State General Fund 4 11
Other 3 3
Not answered 3 8

"Other"™ 1includes depositing revenue in a special state fund
with expenditure restrictions: appropriation by legislature,
debt service, bond indentures or capital construction
expenditures only.

6. Is income derived from land grant property transactions
available for expenditure by your institution?

Response Percent
Yes 35 89
No 1 §
Not answered 3
75- 1w

If yes, who 1is the final approving authority?

Response Percent™*
President 14
Governing Board 26 7%
Governor s Office 3
Legislature 9 25
Other 4 1

*Percent of 36 responses.

There was no explanation provided for the lone "npo"
response. In the second part of the question, some schools
checked off several "fin."!" approvals. This appears to be due to
the fact that land revenues are handled differently depending
upon the origin of the property. For example, revenue froi.”
private gifts of land are probably at the disposal of the
university while state or federally donated land revenues may
require approval from a state agency. Three schools which
utilize university endowment/trust funds (question [t5) noted here
that legislative approval was required before expenditure.

-11-



7. If land grant property income 1is deposited to an
endowment or trust fund, how much 1is available for expenditure?
(Check all that apply):

Responses Percent*
Principal (Income from real property

transactions deposited in fund) 3 8
Interest (Income from investment of

principal) 19 53
Other 4 11
Not answered 14 39

*Percent of 36 responses.

funds. Seven
schools noted the use of endowment or trust funds here, but not
in question M5. Analysis of narrative answers to these and otho
questions suggests that these seven schools were differentiatinEB
between a university-controlled fund (question |B)—and an
endowment Tfund controlled by another state agency (this
ques tion).

8. If available for expenditure, are restrictions placed
upon the types of expenditures made from land grant property
income?

Response Percent
Yes 18 50
No 15 42
Not answered 3 8
I w

Expenditure restrictions for the "yes" responses described
fall into the following broad categories:

Responses Percent
Legislative approval before expenditure 27—

Agricultural uses 4 22
Capital-related expenditures 3 17
Land grant legislation restrictions 3 17
Bond indentures, debt service 3 17
9 From largest to smallest, rank the primary types of

expenditures made from land grant propercy income:

The following categories are summarizations of answers.
Most schools did not rank more than two or three 1items; seven
schools did not answer the question.

-1 2.



Responses

ExperJiture Type I st 2nd 3rd 4th 5th
Education/general™ 11 2 1 3 0
Agricultural p; ograms 6 3 1 0 0
Capital projects 5 3 4 0 0
Salaries 3 1 0 0 0
Land management, acqui-
sitions 2 | | 0 0
Facilities maintennace,
improvements 2 5 2 0 0
Debt Service 1 0 | 0 X
Non-recurring expenses 0 0 | 0 0
3TF 17 177 T 1
"*"Teaching, research, ;ot specifically 1identified as
agricultural or salaries. Unfortunately, these raw figures give
us no clue as to patterns of expenditures. Let us examine the

combinations of expenditure rankings. Considering only the
first, second and third ranked items on each questionnaire, there
appears to be no discernable pattern for the eight items listed
above. If we combine these categories into two larger groupings
of expenditures, however, such as "operating'l and "other":

Operating - Education/General
Agricultural Programs
Salaries

Other - Capital projects

Land management, acquisitions
Facilities maintenance

Debt service

Non-recurring expenses

a pattern does emerge. Each school®s response was tallied in one
of these two groups only if all of the top three items listed
fell within that group. A response which included expenses in

both groups was tallied as "Combined":

Expenditure type Response Percent
Operating 16 55
Other 8 23
Combined 5 17
17 173CT

In other words, 55% of the responding schools spend the
income ¥ n land grant or other property on general operating
items s.iu 28% use this revenue for capital projects, land

-13-



acquisitions, debt service and so on. Of the 17% which divide
expenditures between the two groups, general operating expenses
were ranked first in four of the five responses.

10. Is lard grant property income used to offset or
decrease state go.neral fund support?

Response Percent
Yes 14 35
No 20 56
Not answered 2 5
3F ITRT

Ten schools noted that land grant revenue directly offsets
state appropriations 1in the current year or 1is considered a
projected revenue source in next year"s budget requests. One
school uses the income to fund capital expenses not allowed from
legislative appropriations. Another noted that while not
directly offsetting general funds, the income doubtless has an
effect on appropriations. At Louisiana State University, land
grant revenues are not included in the state®"s budget formula and
therefore are an addition to not reduce the formula budget

appropriations. The non-formula centers receive appropriations
equal to the authorized level of expenditures less land grant and
other revenues. Finally, onu school noted that such revenue does

not reduce the levels of state appropriations but there are
"rumbles in some quarters"™ that it should.

11. Are specialized financial or activity reports required
for land grant property transactions beyond the institution®s
annual financial statements?

Response Percent
Yes 8
No 25 70
Not answered 3 8
36" 1w

Required reports range from one line in the annual financial
reports to extensive parcel-by-parcel descriptions. Special
reports are prepared only as requested at several institutions.

Two schools noted that they are required to submit a report
of Land Grant or Supplementary Morrill Funds to the Department of
Health, Education and V/elfare. In fact, this report is required
of any school granted land under the 1862 Land Grant Fund, or
funds from land grants made in lieu of the 1862 grant, and
Supplementary Morrill Funds.

_14-



If yes, to whom are special reports made
Responses

Governing Board
Governor s Office
Legislature

Bond holders



Letter of Intent to Accompany Senate Bill No.
an Act Relating to the Transfer of Legal Title to and
Management of University of Alaska Grant Lands
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University of Alaska
Statewide Office of Land Management
3364 College Road
Fairbanks, Alaska 90701

474-1421

May 18, 1983

Mark Wlttow

Commissioner®"s Office/Automatic Telex: 465-2408
Department of Natural Resources

Juneau, AK

Dear Mr. Wittow:

As per our previous conversations, what follows 1is the
Letter of Intent to accompany the University Lands Bill currently
in the House Finance Committee. We are hoping that it will not
be added to our legislation, but if it must, this wording has so
far been acceptable to all parties.

If you have any questions, please call rie at 474-7721. |
will be in Juneau on Thursday, May 19, 1983, to assist Wendy
Redman 1in representing the University®"s position on our bill.

I hope to see you then.

Scott Taylor
Manager, Income Properties
ST/11

cc: Merry Tuten
Mark Boyer
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HOUSE COMMITTEE
LETTER OF INTENT
CSSB 41 (RESOURCES) AM

It is our intent that the University of Alaska, the
Municipality of Anchorage and the State Department of Natural
Resources reach an agreement concerning the disposition of
Univerity Grant Lands in Anchorage which have been selected
by the Municipality under the Municipal Entitlements Act.
This agreement will finally resolve all issues outstanding
in litigation (case no. 3AN-79-2801 Civil, Third Judicial
District) currently pending between the parties.

As required by AS 29.18.201-213, and in recognition of
the limited availability of prime land in Anchorage to both
the Municipality of Anchorage and the University of Alaska
it is our intent that the Department of Natural Resources
assist in the resolution of this 1issue by providing a new
pool of lands to the negotiation process.

Further more it is our intent that the University of
Alaska, the Municipality of Anchorage, and the State Department
of Natural Resources report to the Legislature within 30
days of the start of the 1984 Legislative Session, detailing
the terms of their agreement. -~

This Letter of Intent should not be construed as any
impediment to the immediate approval of legislation ratifying
the Settlement Agreement between the University of: Alaska Board
of Regents and the State Departments of Natural Resources,
Administration, and Revenue, nor should it in any way hinder the
anticipated prompt and orderly transfer of lands and compensation

to the Board of Regents and Department of Revenue, respectively,
pursuant to such legislation.



Alaska gbtate Hegfelature

BETTYE FAHRENKAMP, Chairman POUCH V
ROBERT H. ZIEGLER, SR., Vice Chairman STATE CAPITAL
DICK ELIASON JUNEAU, ALASKA 99811
PAUL FISCHE 907) 465-3834

907) 465-3835

Senate
Committee on ftcsoutce*

M EMORANTDUM

TO: Senate Judiciary Committee Members
FROM: Senator Bettye Fahrenkam®j
RE: Committee consideration of SB 41
DATE : March 21, 1983
As prime sponsor of SB 40 and 41, legislation to transfer

title, management and control of wuniversity lands to the University
and making appropriations for prior disposal or use of these lands,
I am concerned that we not change the original 1intent of their
permanent fund.

SB 40 would appropriate $4.2 million to the University"s
permanent fund. Prior to 1935 the income from this permanent fund
was held 1in trust by the Department of Revenue and be expended
exclu sively for the agricultural school at the school of mines.

In 1935 the Territorial Legislature passed a law giving the
University"s Board of Regents the exclusive right to determine
how the income from the permanent fund wouldbe spent while main—
taining the fund itself in trust.

Any effort to take this prerogative from the Board of
Regents 1is counter to the original federal Truut Law which was
the basis for constitutionally dedicating this fund. It has never
been intended that the Legislature should make these decisions and
currently 1is not the practice.

It is my concern that should the Committee decide to act
favorably on SB 40 and 41 that they would maintain the integrity of
the existing permanent fund by allowing the University to manage and
control their own Jlands and the 1interest proceeds from the aggressive
and productive management of these lands.
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3/21/83
Original sponsors: Fahrenkamp, Bennett,
Moss, et al
IN THE SENATE BY THE JUDICIARY COMMITTEE
CS FOR SENATE BILL NO. Al (Judiciary)
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the transfer c:* the ownership and

management of University of Alaska trust land from
the Department of Natural Resources to the Board of
Regents of the University of Alaska and to the
management of that land; and providing for an
effective date.”

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Sectionl.PURPOSE. The purpose of this Act is to provide for the
settlement of certainclaims and litigation and to transfer ownership and
management of certain land fromthe Department of Natural Resources to the
Board of Regents of the University of Alaska.

* Sec. 2. RATIFICATION. The terms of the document entitled "Settlement
Agreement between the Department of Natural Resources, the Department of
Revenue, and the Department of Administration and the University of Alaska
and the Board of Regents, as trustees for the University of Alaska™, which
was submitted to the Alaska State Legislature on March 26, 1982, as amend—
ed, are ratified as to T .e duties and obligations of the State of Alaska
and Board of Regents of the University of Alaska.

* Sec. 3. CONVEYANCE. The commissioner of natural resources 1is direct—
ed to convey to the Board of Regents ox the University of Alaska the right,
title, and interest of the state in and to

(1) the 1land identified in Appendix N of the Settlement Agree—
ment described in sec. 2 of this Act; and
(2)that state land listed 1in Appendix 0 of the Settlement

-1- CSSB Al (Jud)
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Agreement.described 1in sec. 2 of this Act, in the priority order stated in
appendix 0 of the Settlement Agreement, which equals 1in appraised value the
total compensation due the University of Alaska under Appendix M of the
Settlement Agreement described in sec. 2 of this Act less the compensation
appropriated to the University of Alaska in an Act making appropriations to
implement the Settlement Agreement described in sec. 2 of this Act.
* Sec. A. AS 1A.A0.170(a)(A) 1is amended to read:
(A) have thecare, control and management of
A all the real and personal property of the univer—
sity; and
(B) land conveyed to the Board of Regents bv the
commissioner of natural resources in settlement of the claim of
the University of Alaska to land granted to the state in accor—
dance with the Actof March A, 1915 (38 Stat. 121A), as amended
~nd in accordance with the Act jf January 21, 1929(A5 Stat.
1093) as amended;
* Sec. 5. AS 1A.A0.170(a) 1is amended by adding new paragraphs to read:

(7) adopt reasonable rules for the prudent trust management
and the 1long-term financial benefit to the university of the land of
the university;

(8) provide public notice of sales, leases, exchanges and
transfers of the land of the university or of interests in land of the
university.

*Sec. 6 . AS 1A.A0.290(a) is amended to read:
(@) The University of Alaska shall hold all property acquired by
I it. TheDepartment of Administration, upon requisitions by the Board
\/ of Regents signed by its president and secretary if consistent wlith an
appropriation made to the University of Alaska by the legislature,
shall pay to the treasurer of the Board of Regents all federal land

CSSB Al (Jud) _2-



grant college funds coming 1into the possession of the Department of
Administration and subject to requisition by the Board of Regents and
shall disburse federal funds 1in aid of land grant colleges 1in accor-
J dance with the federal statute providing for disbursement and with an
appropriation mace to the University of Alaska by law.
* Sec. 7. AS 1A .A0 is amended by adding a new section to read:
Sec. 1A.A0.291. LAND CF THE UNIVERSITY OF ALASKA NOT PUBLIC
DOMAIN LAND. Notwithstanding any other provision of law, university-
grant land, state replacement land that becomes university-grant land
on conveyance to the wuniversity, and any other Jland owned by the
University of Alaska 1is not and may not be treated as state public
domain land. Title or interest to land described in this sI »N may
not be acquired by adverse possession, prescription, or in any other
manner except by conveyance from the university. The land 1is subject
to condemnation for public purpose in accordance with law.
jL-Sec. S. AS 1A. A0. A00O(c) 1s amended co read:

(¢) The 1income from the urust fund shall be usex™ exclusively for

] the Agricultural College and School of Mines under appropriations made
by law.
* Sec. 9. Nothing 1in this A.ct precludes or prejudices negotiations

between the Municipality of Anchorage and the University of Alaska to
settle Case Number 3AN-79-2801 Civil, Third Judicial District, State of
Alaska, or prejudices or otherwise affects the pursuit or outcome of that
litigation or diminishes or affects the rights or interests of the Univer—
sity of Alaskaor the Municipality of Anchorage 1inthat pending litigation.
* Sec. 10. Nothing 1in this Act precludes or prejudices negotiations
between plaintiffs and the defendants in the case entitled Verne T. Ueiss
v. State of Alaska, Case No. AFA82-2208, or prejudices or otherwise affects

the pursuit or outcome of that [litigation or diminishes or otherwise

-3- CSS5 Al(Jud)
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affects the rights or interests of the plaintiffs or the defendants in that
litigation.

* Sec. 11. VJithin 10 days of the convening of the first session of the
Fourteenth Legislature, the Board of Regents of the University of Alaska
will submit a report to the legislature on the goals, objectives, and plans
of the university for the management of the trust lands.

* Sec. 12. This Act takes effect immediately 1in accordance with AS 01.-

10.070(c).

CSSB Al(Jud)



BILL SHEFFIELD, GOVERNOR

UEFAKT>IEAT OB NATURAL RHSOURCES

OFFICE OF IHC COMKtISSIOHER

POUCH M
JS#EAU.ALASKA 99811

phone: 907-465-2400

r,X

May 4, 1983

Senator Bettye Fahrenkamp
State Capitol

Pouch V

Juneau, AK 99811

Dear Senator Fahrenkamp:

Thank you for your letter concerning University lease lands
and Senate Bill 40 and 41. We agree with your statement
that no amendment to the legislation 1is required. Most of
the leases in question will be bought back by the State
under the University Lands Settlement Agreement. When the
State acquires the leases, it can continue to administer
them as State leases, or negotiate a purchase under existing
statutory provisions.

Please let me know if you have further questions.

Sincerely,

Esther C. Wunniclce
Commissioner

cc: Tom Hawkins



SENATE BILL 40

Appropriates $4.2 million as a settlement for claims of the

University against the State.

Appropriated $148,000 of unexpended/unobligated FY 82

APPROPRIATIONS TO UNIVERSITY TO THE DEPARTMENT OF LAW TO
IMPLEMENT THE TRANSFER OF LANDS TO THE UNIVERSITY,

IF THERE ARE NO LAPSING FUNDS, APPROPRIATED $148,000 FROM
GENERAL FUND.

The effective date is the effective date on the passage of

SB 41,

SB 40 WAS WAIVED BY H&SS.

Received an additional referral to Judiciary where it received

A LETTER OF INTENT.
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LETTER OF INTENT
SB 40

It is our- intant that, the University of Alaska Board of
Regents utilise at least 40% of 1its Land Grant Trust. Fund
income for the Univarsity Ldnd—grant miSS ion of cdpital
proJectS and teaching Support for agriculluraly forestry*
fishing and minaral deve lopnent and aducation -

Furthermorey as indicated by our amendment to the Resources
Committee Substitute for Senate Bill 41» it 1is our 1intent to
require annual reports from the Board of Regentsy L0 be sub-—
mitted within 10 days ofthe start of each legislative session
sell ing forth datails as to theBoard s pastypsresnt and

future compliance with the above-si:ated legislative intent.

1/s] Bill Rray
8enaikor Bill Ra)y - Chairman

1/s] Joe Josephson /
8anatkor Joa Josephson - Uica Chairma.

1/s/ R,, El lason
8ana kor R ichard EI 1ason

</s/ F,,Pett¥i@w1 - >
8angror firir Paxky,bhn

</s/ Ziegler P
8anator Robart H. Ziagler?

The report was signed by Senator Ray* Chairman and concurred
in by 8analors Ziaglary Pelly dohny El iaSon and JosaPhson,,



SENATE BILL 41

PrDVIDES FOR THE SETTLEMENT OF CLAIMS AGAINST THE STATE BY THE
UNIVERSITY.

RATIFIES THE SETTLEMENT AGREEMENT BETWEEN THE DNR, REVENUE, ADMINIS —
TRATION AND THE UNIVERSITY BOARD OF REGENTS.

CONVEYS TO THE BOARD OF REGENTS THE RIGHT, TITLE AND INTEREST

IN LANDS NOT RELINQUISHED AND ALSO LANDS SELECTED FROM THE
REPLACEMENT POOLS IN PRIORITY ORDER ACCORDING TO THEIR APPRAISED
VALUE TO TOTAL $21,800,000.

PROVIDES THAT IN THE EVENT NO APPROPRIATION IS MADE AS PER SB 40,
ADDITIONAL LANDS MAY BE SELECTED TO TOTAL THE $4.2 MILLION.

PROVIDES THAT THE UNIVERSITY ADOPT RULES ON THE MANAGEMENT OF
THE LANDS.

REQUIRES PUBLIC NOTICE OF SALES, LEASES, EXCHANGES AND TRANSFERS.

SECTION 7 INSURES THAT SETTLEMENT OF THE CI,AIMS OF THE UNIVERSITY
AGAINST THE STATE WILL NOT PREJUDICE CURRENT NEGOTIATIONS BETWEEN
THE UNIVERSITY AND THE MUNICIPALITY OF ANCHORAGE CONCERNING THE
MUNICIPAL ENTITLEMENT ACT.

SECTION 8 INSURES NO PREJUDICE OF WEISS CASE (MENTAL HEALTH LANDS)

REQUIRES REPORT TO 14th LEGISLATURE ON GOALS, OBJECTIVES AND PLANS
FOR MANAGEMENT OF THESE TRUST LANDS.

JUDICIARY COMMITTEE AMENDMENT AND LETTER OF INTENT:

- CHANGES REPORT TO A YEARLY ONE AND MAKES IT FINANCIAL TN NATURE
(HOW WAS MONEY SPENT)

- JUDICIARY COMMITTEE LETTER OF INTENT REQUIRES 40% OF INCOME
FROM TRUST LAND BE USED FOR CAPITAL PROJECTS AND TEACHING SUPPORT
OF AGRICULTURE, FORESTRY, FISHERIES, AND MINERAL DEVELOPMENT

EDUCATION.
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SENAfE BILL <=8 . 41 wjés referred to this Jud iciary Comm itiee
and ha Financa Commil:taa

SB 41 SENATE JOURNAL -PAGE 469- J T/23/8

lha Juaiciary Commikttaa conS idarad SENATE BILL NO,,41 <transfai
of the ownership and manadamant of the Un ivers iity of Alaska
trust land from the BapartmanZX of Natural Resources to the

Board of Pagan ts of the Uni varsity of Alaska) and the committee
recommended do pass the Resources Committee Substitute with

tha fol=zaning Amandmant No ,, is

Page 2* 1line 22s Delate all material and inserts
"un ivers ity5b

(?) report each year within the first 3.0 days of the
convening of a regular session of the legislature on the
axpand ituras mada dur ing tha pracading fiscal yaai=from
the funds of the University of Alaska that are derived
from sales* leases* exchanges - or transfers of the land
of the university or of interests in land of the university
that were conveyed to the University of Alaska in
settlement of the claim of the Un iversif of Alaska to
land granted to the state In accordance with 1I:he Act of
riaroh 4* 1915 CGS Clial:.. 123 4) * as amended* and in
aecuidance with 1i.he Act of January 2! . m 1929 (45 Stat..
1091)* as amended."”

The committee further attached tha i 1y=smg"

"SENATE JUDICIARY COMMITTEE
LETTER (@ INTENT
CSSB 41i (Resaurces) am

It is our intent that the University of Alaska Board of
Regents utilise at least 40% of 1its Land Grant Trust Fund
itacoma for 1lie Wnivers ily Land-granit miss ion of capiltal

projects and teaching support for agricultural * forestry*
f ishing and mineral developmaitt and educalion .

Further more* as indicated by our amendment to the Resources
Committee Substitute For Senate Bill 41* it 1is our intent

to require annuai reports from the Board of Regents* to be
s»ubmi I:ted within 10 days of the start of each legislative
session* setting forth details as to the Board”s past-

present and future compliance with the above-si:ated iegislali
intenl:

</s/ Bill Ray
Senator Bill Ray - Chaii man

</:>/ Joe Josephson >
:ana bor Joe .Josephson Vice Cna jrman
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Senate

Resources Committee

:fficiaJ Business Pouch y

B Fahrenk State Capitol
Cﬁ;ﬂﬁan anrenkanp Juneau, Alaska 95811
January 31, 1983 Senate Finance Room

3:10 p.m.

With the House Resources Committee

MEMBERS PRESENT

SENATE HOUSE
Senator Fahrenkamp, Chairman Representative Ringstad, Chair.
Senator Ziegler, Vice Chairman Representative Shultz, Co-chair.
Senator Eliason Representative Cowdery
Senator Paul Fischer Representative Larson
Senator Vic Fiscuer Representative Uehling
Senator Mulcahy. Representative Vaska

Senator Sturgu] ";wski
Hearing: SB *0 and SB *1 University of Ak Lands Settlement

Esther Wunnicke, Commissioner, Department of Natural Resources gave
background information on bhe University of Alaska Lands Agreement between
the University and the State of Alaska.

Merry Tuten, Director of Lands, University of Alaska explained the
need and land selection rationale for Senate Bill *11. The bill provides
for the transfer of the management of the University of Alaska ,iust land
from DNR to the Bo-.rd of Regents of the University and theselection of
State lands by the University to settle a lawsuit.

Ms. Tuten described the process by which the University undertook to
select *15,000 acres of state land. Two pools were established under the
settlement agreement. Pool 1 is state lands which the University nas
been using. There are roughly *100 acres worth 1.6 milliondollars 1in
Pool 1. Pool 2 started with 150,000 acres of state lands which the state
Identified and put into the pool for the University to select. The
University and the State had these lands appraised to determine highest
and best use and the current fair market value, and then went through a
process of putting the 150,000 acres 1in priority order. The three major
value categories are: (1) education, (2) natural resources and (3) ability
to oroduce Income from other than natural resources.

Once 1in priority order, the University returned to the settlement
agreement to determine total compensation and found that damages came to
million dollars. Roughly *4.2 million dollars in the settlement are
for damages not compensated by lands; i1.e. damages as a result of
uncollected revenues on the part of the State. The University of Alaska
went back to the replacement pool 1in priority order and identified 22
million dollars worth of damages. The University has identified 10 parcels



Senate Resources Committee
Page 2
.eJanuary 31, 1983 ... SB *I0 and SB *11

of land which will be developed in the next two years. Areas of develop—
ment include land development, the sale of gravel and other materials,
continued participation in State oil and gas lease sales, and an in-depth
look at mineral resources.

Senator Sturgulewski moved and asked unanimous consent for
amendments No. 1, 2, 3, *, and 5. There were no objections.

Amendments number 1 - 3 were proposed by the University to clarify
that rules be adopted to provide for prudent trust management of the
lands and adequate notice of land actions, that University lands are
not to be treated as state public domain lands, and that the lands are
not subject to adverse possession. Senator Kerttula proposed an amendment
which would clarify that the bill would not adversely affect an on-going
court suit involving the State of Alaska. Senator Sturgulewski proposed
an amendment to one of the University s amendments clarifying that
management of the lands would be for the financial benefit of the University

and another amendment requiring a report to the Legislature on management
plans for the lands involved.

Senator Sturgulewski moved and asked unanimous consent that SB *1l

be moved from committee with individual recommendation. There were no
obj ections.

S.B. *I0 is an appropriation bill which 1is divided into two parts:
(1) The appropriation of *1.2 million dollars to the University of Alaska
permanent fund will be held Ir trust and invested by the Department of

Revenue. Ilhe University of Alaska Board of Regents may expend only the
interest earnings. $1*13,000 is appropriated from the unexpended funds of

the University. (2) Of tr- $1*18,000 appropriated to the Department of Law
which was the amount assigned to implement the settlement agreement, $69,000
will go to the University of Alaska and $79,000 to DNR to hire qualified
Deople. There will be only one massive title transfer. The University

will quitclaim deed certain interests to the State and the State will
quitclaim deed certain lands to the University. This 1is thoroughly

reviewed by DNR and the University so that there is no infringement upon

any third party interests.

Senator Sturgulewski moved and asked unanimous consent that SB *I0
be moved from committee with individual recommendation. There were no
objections.

Meeting adjourned at 3 :*10 p.m.



Alaska State Legislature

Senate

. Resources Committee
Official Business

Senator Bettye Fahrenkamp
Chairman

Pouch V
State Capitol
Juneau, Alaska 99811

January 21, 1983 Beltz Room
1:30 p-m. Room 211 Capitol
With the House Resources Committee
MEMBERS PRESENT
SENATE HOUSE
Senator Fahrenkamp Rep. Rings-".ad
Senator Sturgulewski Rep. Liska
Senator Ziegler Rep. Larson
Senator Mulcnhy Rep. Uehling
Senator Eliason
Senator Paul Fischer
Senator Vic Fisher
Briefing on University of Alaska Lands Settlement
Dr. Jay Barton, Pres., University of Alaska introduced members of the

Board of Regents.

Merry Tuten, Director of Lands, University of Alaska summarzied past
negotiations withthe State of Alaska, Department of Natural Resources
regarding University of Alaska trust lands. 1c is the University of Alaska’'s
contention that the land was improperly managed, disposed of and leased by
the.State. The University of Alaska initiated two law suits which asked for
return of land and for monetary compensation. The Alaska Supreme Court

ruled in favor of the University on cne lawsuit. At this point the
University and DNR agreed to negotiate and an agreement was reacv <d.

Ms. Tuten stated that two bills will be before the legislature this session.
(1) An appropriation bill for **.2 million dollars to the U of A plus
$1*18,000 to transfer deed to keep clear title. (2) A bill to ratify

“the agreement, to transfer compensatory land to the U of A and to transfer
management of all U of A lands to the University.

Senator Sturgulewski 1inquired about DNR reviewing the University"s
calculation on compensation to determine whether or not it agrees with
the grand total. Ms. Tuten replied they were close to agreement. Sen.
Sturgulewski also asked about the intervention of the Municipality of
Anchorage into the law suit. Ms. Tuten replied that the Municipality of
Anchorage intervened in the second law suit to protect its interest 1in
""e"® electing University lands under the Municipal Entitlement Act. The
Municipality is not a party to negotiations with the State of Alaska.



Senate Resources Committee
January 21, 1.983
rPage 2

Merry Tuten concluded by saying the role of the legislature is to
approve the agreement and appropriate the settlement monies and lands.
Mark Wittow, DNR, stated that the report by Merry was factual and correct.

The meeting was adjourned at 00 p.m.
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LEGISLATIVE RELIEF FOR STATE LEASEHOLDERS

A Factual Summary of Apparent Legislative
Oversight in Granting Relief to Leaseholders

During 1975 and 1976 severe problems arising from
unprecedented increases iIn rental rates on state leases
administered by the Division of Lands came to the attention
of the Legislature. The problems noted by the Legislature
were also examined by a special task force appointed by the
governor to explore the administration of state leases. The
findings of the special task force as well as the findings
of an administrative appeal panel appointed by the director
of the Division of Lands confirmed the existence of the
difficulties previously noted. Illustrative was the fact
that the appeals panel appointed by the Division of Lands
unanimously sustained virtually every complaint by appealing
leasholders with respect to defects in the Division of
Landsl1l own reappraisal techniques.

The problems recognized by the Legislature ircj.uaed
such matters as the refusal of commercial lending institutions
to lend funds for the development of state lease premises
due to the terms of the lease and the method of administration
by the Division of Lands. 0f significant concern was the
fact that rental adjustments 1in 1975 and 1976 arising from
the five year reappraisals provided in the lease generated
inequitable lease rental increases which in many cases were
as much as 400 to 300 percent over previous rates. -The

Legislature responded by enacting Ch. 138, SLA 1977, allowing



leaseholders the option of converting to a lease containing
a more commercially reasonable provision for rental adjustment.
Further legislative action the following year (Ch. 182, SLA
1978) was necessary to block an attempt by the Division of
Lands to evade the intent of the 1977 act.
Both of the above referenced acts were premised
upon the belief of the Legislature that all of the offending
rental increases arose from reappraisals made by the Division
of Lands after January 1, 1975. This factual assumption was
based on the best information which the leaseholders®™ repre—
sentatives had been able to obtain from the Division of
Lands. The Division of Lands throughout was less than
cooperative 1in providing the leaseholders with information
concerning the identity of persons holding state leases that
might be affected as well as data necessary to draft legisla—
tion and inform legislators of the form of relief necessary.
It is now known that some of the grossly inequitable
rertal increases addressed by the Legislature in 1977 and
\
1978 resulted from appraisals made by the Division of Lands
during the second half of 1974 and thereby slightly preceded
the January 1, 1975 reappraisal date utilized by the Legisla—
ture in the 1977 and 1978 acts. Legislative oversight
action is necessary to provide equal treatment for leases
whose rentals """-re subjected to inequitable increases in
rates which arose from similar reappraisals performed during
1974. There presently exists a situation where the holder

of state leases reappraised in the second half of 1974



experienced a rental increase of 600 percent while an adjacent
leaseholder whose lands happened to be appraised after

January 1, 1975 received substantial relief from the 1977

and 1978 legislation.

The particular circumstances referred to above
include the following case.

A single leaseholder was the legal or beneficial
holder of three contiguous leases within the Municipality of
Anchorage, Two of his leases, ADL Nos. 02846 and 03135 came
due for five year rental adjustments and the five year
reappraisal was completed in July of 1974 with the following
results.

The preceding five year reappraisal completed in
1970 (Exhibit 1) for ADL 02846 established a quarterly
rental of $597.50. A copy of a quarterly rental billing for
this parcel 1is attached as Exhibit 2. The five year reappraisal
report completed July 31, 1974, Appraisal No. 1111, (Exhibit
3) resulted in a decision from the Division of Lands that
effective January 1, 1975 ADL 02846 would have a quarterly
rental of $3,045.00 for a percentage increase of approxi—
mately 600 perc. t. A copy of the notice is Exhibit 4.

A similar adjustment was made on ADL 03135. The
gross inequity for which the legislative oversight relief is
presently requested is illustrated by the fact that the same
leaseholder®s third contiguous lease was not due for five

year reappraisal until a year later and accordingly this



third lease was afforded the legislative relief provided in
the 1977 and 1978 acts.

Two types, of relief appear to be necessary 1in
order to correct the oversight which presently results in
grossly disproportionate treatment for leases reappraised in
the latter half of 1974 as compared to those reappraised
after January 1, 1975.

First, an amendment is needed in the language of
Sec. 21, Ch. 182, SLA 1978, to provide that the fair market
value used to establish the fixed base annual rent for the
initial period should be based on the last appraisal per —
formed prior to July 1, 1974. Present law refers to the
utilization of the last appraisal performed prior to
January 1, 1975. It is believed that this change would
sufficiently reflect the legislative intent to support
funding for the second phase of relief necessary.

Second, funds should be reallocated within the
contemplated appropriations to the Municipality of Anchorage
to accomplish the intended relief. The necessity for the
utilization of funds arises rrom the following circumstance.

Fee title to many of the leaseholds for which
relief was provided 'ﬂ the 1977 and 1978 acts was conveyed
to the Municipality of Anchorage as a result of the municipal
selection completed during 1979. Thus, the Municipality of
Anchorage became the landlord to many of the leaseholders
affected including the leaseholder for which oversight

relief is now sought. Anchorage then enacted Municipal



Ordinance AO No. 79-73, authorizing the sale of the fee
title to the affected leaseholders. The sales price by the
Municipality of Anchorage was derived from the relevant
preceding state appraisals then in effect as a result of
state law. Accordingly, most leaseholders were able to
purchase from the Municipality of Anchorage at prices based
on® appraisals made effective by the 1977 and 1978 state
legislation. That legislation had eliminated from utiliza—
tion offending reappraisals made by the Division of Lands
after January 1, 1975. In this case the offending appraisal
was made between July 1, 1974 and January 1, 1975 and the
effect of these appraisals was not eliminated by the Legisla—
ture. Accordingly, the sales price from the Municipality of
Anchorage to the subject leaseholder was approximately 600
percent greater than it would have been if this leaseholder
had been w"-"-hin the ambit of the 1977 and 1978 legislation
as intended.

The proposal made for granting oversight relief to
the excluded leaseholder (now a contract purchaser from the
Municipality) does not include any direct remuneration to
the leaseholder. The proposed avenue of relief merely
suggests the allocation of a portion of the Municipality"s
share of the current budget legislation be conveyed to the
Municipality of Anchorage by application of the leaseholder-
purchaser®s purchase money obligation so as to reduce that

purchaser®s obligation to the Municipality by the amount



that his purchase price exceeded what it would have been 1if
his leaseholds had been picked up by the original legislation.

Proposed language for the budget bill is attached as Exhibit

5.



Dates

" c 5-YEAR reappraisal report OK/""
Rail-Air Industrial Park Inc.
Anchoraee Area

Date: July 17, 1970
Appraisal No. 771
ADL Nos. 02846, 03135
Kenneth H. Hallback
Chief, Lands Section

of Inspection: July 8 and July 10, 1970

Purpose of Appraisal; To estimate Fair Annual Rental.

Legal

Description: PARCEL 1 - ADL No. 02846, Lot One(l) of the north 230 feet
of the SE~NWx, Sec. 36, T13N, R4W, S.M. Commencing at the NW 1/16 corner
of Sec. 36; thence N89*52"20"E 1027.69 feet; thence S21*15"20"E 32.16 feet
to Comer #1, the actual point of beginning; thence from Corner #1, by
metes and bounds, S14*01°"W 206.25 feet to Corner #2; thence N39*52"20"E
30.42 feet to Corner £3; thence N17*21"36"E 145.19 feat to the Alaska
Railroad right-of-way; thence N21*15<20I1W 66 feet to Corner #1, the actual
point of beginning, containing 0.J.38 acres, more or less; and

Lot Two(2) of the north 230 feet of the SEANW*;, Section 36, T13N, R4W, S.M.
Commencing at the NW 1/16 corner of Section 36; thence S00*07"40"E 30.00
feet to Corner No. 1, the actual point of beginning; thence from Corner No.
1 by metes and bounds, S00*07"40"E 200.00 feet to Corner No. 2; thence
N89*52"20"E 927.00 feet to Corner No. 3; thence N14*01"E 208.25 feet to
Corner No. 4; thence S89C52"20"W 977.40 feet to Comer No. 1, the actual
point of beginning, containing 4.372 acres, more or less, subject to a
20-foot wide public use easement along the westerly boundary of this tract.
This description is based on a survey made in 1960 by Gustav V. Johnson,

Registered Engineer.

Total area of this parcel is 4.510 ac~es: Lot 1=0.138 acres; Lot 2=4.372 acres.

PARCEL 2 - ADL No. 03135 - That certain parcel and piece.of land
starting at the NW 1/16 _orner of Sec. 36, T13N, R4W, S.M.; thence
S0*07"40"E 230 feet to the point of beginning, being Corner No. 1; thence
N89*52"20"E 1019.30 feet to Corner No. 2; thence S17*21"36"W 209.74 feet
to Corner #3; thence S89*52"20"W 956.0S feet to Corner No. 4; thence

NO 07"40°W 200 feet to Corner No. 1, the point of beginning, which 1is a
tract of land containing 4.535 acres, more or less, and 1is situated lying
and being in the north 430 feet of the “SE®; of the NWt of Section Thirty-
Six(3b), Township Thirteen(13) North, Range Four(4) West, of the Seward
Meridian, State of Alaska, subject to a toad easement, which 1is described
as follows: Beginning at the Northwest sixteenth(1/16) corner of Section
36, T13N, R4W, S._M.; thence S0"07"40"E 230.00 feet; thence N89052"20"E
927.00 feet to the point of beginning, being Corner No. 1; thence
N89<=52"20ME 61.88 feet to Corner No. 2; thence S14*01°"W 206.25 feet to
Comer No. 3; .thence S89*52"20"W 61.88 feet to Corner No. 4; thence
N14c01"E 206.25 feet to Corner No. 1, the point of beginning, which is a
tract of land containing 0.28 acres, more or less, and is situate, lying,
and being in the north 430 feet of the SR; of the SV/j of Section Thirty-
Six(36), Township Thirteen(13) North, Range Four(4) West of the Seward
Meridian. This parcel 1is also subject to a 20-foot, wide public use ease—

ment along 1its westerly boundary.
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General Description: These two parcels are located west of the Alaska
Railroad right-of-way and north of International Airport Road, approxi—
mately 3 miles south of the city center, 1in an area which 1is developing
into an industrial park. This trend should accelerate with the completion
of the new Spenard throughway.

Reference Material: Land Status Records
Land Planning Report #197
ADL Appraisal Nos. 15, 87 and 503
Comparable Data maintained within the Department
Onsite Inspection
Various Maps

Class ification: Industrial
Classification Order 351
Land Planning Report 197

Estimated Highest and Best Use: Industrial (see General Description)

Method of Appraisal: Market Approach using comparative data

Remarks: The Spenard Throughway has necessitated the reduction in size of both
parcels for right-of-way purposes, and also has blocked off Parcel #2 fronm

the Alaska Railroad right-of-way. This latter should not be a factor in
the value of this parcel, however, as a spur track would be needed for

utilization of the railroad potential. There is still an adequate area for
this spur®s future construction (see photograph) on the partial railbed not
utilized through the first years of this lease. This railroad spur it

appears 1is not necessary to the operation of this facility as 1its raw
materials and finished products are oriented to highway usage.

Estimated Fair Annual Rental:

Area Fair Annual Rental
Parcel #1 A.51 acres $2390.00
Parcel #2 A.535 acres $2170.00
TOTALS 2 9.0A5 acres $A560.00

Qualifying Statements; I certify | have no personal financial interest in the
subject or adjacent properties; that I believe to be correct all estimates
and information used for this appraisal; that no pertinent information
known to me was wilfully or knowingly omitted from my analysis; that no
compensation is contingent upon the value found; and that I have personally
inspected the subject property. No responsibility is assumed for condition
of title, legal matters, the survey, or for information supplied by others.

Appraiser: W. Bruce Atkinson

Reviewed by:

FCQERTIED BW/7RAT Y » £ r/ x FF/ 1F 1 Ar =
19 , which is the effective date of this appraisal.
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5-YEAR REAPPRAISAL"™ REPORT ON
3 Miscellaneous Leases

Section 36, TI3N, R4W, S.M.
Southwest Anchoraae

Date: July 31, 1974
Appraisal No. 1111
ADL Nos. 02846

03135

To: KENNETH H. HALLBACK 22595
Chief, Lands Section

Date of Inspection: July 17, 1974

Purpose of Appraisal: To estimate Market Value in fee simple without
Mineral Rights. Market value 1is hereby defined as "the highest price
estimated 1in terms of money which a property will bring if exposed
for sale in the open market allowing a reasonable time to find a our-
chaser who buys with knowledge of all the uses to which it is adapted
and for which it is capable of being used"” (A.l1.R.E.A. Appraisal

Handbook. n=»op i™i).

Lecal Description:
PARCEL I - ADL 02846 - A parcel of 1land located within the SEiNWe of

Section 36, TI3N, P.4¥, S.M., and within the Anchorage Recording Dis—
trict, Third Judicial District, State of Alaska, and more particularly

described by metes arid bounds as follows:

Beginning at the NW 1/16 Corner position of Section 36, TI3N, R4W,

S.M., as shown on a plat of surVey dated May 14, 1962, ADL File No.
15-31; thence on a record bearing and®dlstance"of SO0PO7 40"E, along
the W 1/16 1line of Section 36 a distance of 30.00~ to the northwesterly
corner of the here-in-after described parcel and the true point of
beginning; thence continuing on record bearings and distances of
S00= 07 40"E along the here-in-before mentioned W 1/16 line, a distance
of 200.00~ to the southwesterly corner; thence parallel with the N 1/16
line of Section 36 N89<=52720"E, a distance of 927.00 ~ to the southeast—
erly corner; thence NI4=0l1*%, a distance of 206.257 to the northeast
corner; thence parallel with the N 1/16 line of Section 26 S89<5220"W,
a distance of 977.40 % +0 the point of beginning containing 4.37 acres

more or less.

PARCEL 2 - ADL 03135 - A parcel of land located within the SEENWE of
Section 36, TI3N, R4W, S.M., and within the Anchorage Recording
District, Third Judicial District, State of Alaska, and more particularly

described by metes and bouncs as follows:

Beginning at the NW 1/16 corner position of Section 36, TI3N, R4W,

S.M., as shown on a plat of survey dated May 14, 1962, ADL File No.
15-31; thence on a record bearing and distance of S00<=07 40"E, along

the W 1/16 1line of Section 36 a distance of 230.00~ to the northwesterly
corner of the here-in-after described parcel and the true point of
beginning; thence continuing on record bearings and distances of
S00<= 07 40"E along the here-i n-before mentioned W 1/16 " -e a distance

of 200.00 " to the southwesterly corner; thence N89<5? parallel



with the N 1/16 1line of said Section 56, a distance of 727-91+1 to
the southeasterly corner, said point intersecting a curve and being
on the westerly right-of-way of the Alaska Railroad as shown on

State of Alaska, Department of Highways, plat of Project S-0545(4);
thencs 1in a northeasterly direction on a computed curve to the left
having a R-831 .47", A 17C58110", T-131.46," and Arc Length of 250.77x*
along the hare-in-before mentioned right-of-way to the northeaster ly
corner; thence S89<52"20"W parallel with the N 1/16 line of Section
36, a distance of 893.56"+ to the northwester ly corner and the point
of beginning containing 4.14 acres more or less.

PARCEL 3 - ADL 22595 - Lot 4, Block I, International Way Alaska Subdi-
e vision, Jlocated within Section 36, TI3N, R4W, S.M., containing 1.27
acres. -
General Description: The subject three leases.are located within Section

36, TI3N, R4W, S.M.; approximately 3 miles southwest of Anchorage®s
City center and 2f£ miles east of the International Airport Terminal

bui Idi ng.
- _ e _ 1
Cl assi fication: Parcels 1 anc 2: Industrial
Classification Order No. 351
Land Planning Report No. 197 .
Parcel 3: Ccmmerc ial-1ndustr ial
Clessifica?ion Order No. 5
land Plannina ReDort No. 5
Estimated HiGi.est end Best Use: As classified.

Reference Material:

GS Map

Comparable Sales Data

Plats of Highway Projects S-0545(4) and
QF-042-1(46) (E-37112)

Remarks: The legal description of subject Parcel 1 (ADL 02S46) anc
subject Parcel 2 (ADL 03135) as used in this report were completed by
the Engineering Department end do not read the same as the legal
description given in the above ADL Files.

In order to clarify the exact lands beinc r.ppraised, it was considered
core appropriate to describe the lands w ~h an accurate legal description
rather than to attempt to use the descri”.ion as given 1in the ADL Files
and then exclude the taking by Highway Project £F-012-1 (24) and the

area contained within ILMT 59551,



e

v nEre 3

istimated Market Value:

Parcel ADL Mo. Market Value
I 02346 $203,000
- 2. 031 35 y si64,000
—r3. 22595 .28 * S 69,500
TOTALS 3 Parcels 9.79 S$435,500
Qualifying Statements: I certify 1 have no personal financial Interest in
the subject or adjacent properties; that |1 believe to be correct all es-

timates and information >used for this appraisal; that no pertinent in—
formation known to me was wilfully or knowingly omitted from my analysis;
that no compensation 1is contingent upon the value found; and that |1 have
"personally inspected the m"eubject property. > No responsibility Is assumed
for condition of title, legal matters, the survey, or for information

supplied by others.

al, e
Appraiser: Ben Rudisill
Reviewed by:
ACCEPTED BY A , THIS DAY OF
19 y <, which 1is the effective date of this appraisal. ~ 3
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SUPJECT:
(K«v Unit)
Paicel 3

Phys.Char.

Location:
Size
Frontage:
Access
XJCtMtt

Util. of Use:

Sale Unit Price

1 129
8.1
3 3.5
+ 891
? $2-33
6 Sl.56
7 $3.06

ReviBed 8/6/71

Time
of

\ /3
5/73
5/73
6/73
373
2073

1.00

55,757 SF
Yes

1.00

: 1.00

1.00
Cash Squart
or Foot
T 10,326
T 49,030
T 19,670
T 20.175
T 22500
C 27,262
T 22,043

Yes

3 gf es
Yes

2 gF es
Yes

Yes
Yes

CORRELATION CHART -

Adjustments from Comparable

LIS .90
117 1.00
117 1.10
110 1.10

v 90
1.0 1.10

121 .65

9

00 1.00
1.000 .95

.00

00 .90

00 .90

90 9

00 110

.00
1.00
90
90
.00
90
00

PHASE I
to Subject__
Avail . Total

of Utils, Adj.

90 .00
95 106
95 04
90 14
90 99
100 1.02
.90 50

Indicated
Value of
Subj .

$2.36
$1.17
§1.05
§l .41
§1.20
§1.59
§1.93

Unit XXXXXX EXKX.\7a"X

a

(<t



fpprai sal No. 1ill
Faoe 12

CONCLUSION TO VALUE - PHASE 1l

The seven comparables Indicate a value range to the subject of $1.05 to
$2.35 per square foot.

Comparables 1 and 7 indicate a high limit of value to the subject; Comp
I because of 1its location on International Airport Road near ihe inier-
seclion of Arctic Boulevard, and Comp 7 because of its Tudor Road irontage.

The remaining comparables indicate a fairly tioht value range of S1.05 to
S1.59 PSF.

The appraiser will conclude the estimated value of subject Parcel 3 to be
S1.25 PSF.

55,757 SF x S1.25 PSF = Market Value of 569,696,
rounded to: $69,500.
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Appraisal No. 1111

subject photos

PHASE 11

Subject Parcel 3
Facing westerly along
International Wrport
Road.

Subject Parcel 3
Head-on view



/ HHIlIM X [CLV. 0ZiVKOt

DEPAHTMEXT OF \ATL’HAL ItESOUHCES

DIVISINOLu m [ 373t 4HAUMI

> AKUOW[ PPSOL
August 15, 197A -r
"o.

*_

ADL 2SA6 - Lease of Alaska Land- Quarterly payments
I
E-syside Land, Inc. > Ve 'K
. RTVASA

P.0O. Box 308
Bclleviev, Wa $3009

Qter of 9-15-75 to 12-15-7A vill re-ssin the sane
Qter of 12-15-7A to 3-15-75 vill reflect the new appraisal, Qterly pay=ents

of $3,0A5.00.

Enclosed billing notice is for the rental of your lease, V\b are
reappraising the property to determine the ad]USted annual

presently

rental in accordance with AS 38.05.105 and the provisions of the
lease. The current lease rental will apply until such time as you
are billed at the new rental rate. This new rate will then remain

In effect for the balance of the regular 5-year period of the lease.



«

1. The sum of $600,000 is hereby appropriated
the general fund to the Department of Natural Resources to be
disbursed to municipalities for the reduction of purchase
money obligations due to such municipalities from persons who
were formerly the legal or beneficial holders of leaseholds
of State lands and can demonstrate to the Department of Natural
Resources by written application:

a) That the applicant applied for and
received a converted lease from the State of Alaska pursuant
to Sec. 12, Ch. 138 SLA 1977 as amended by Sec. 21, ch. 182
SLA 1978 wherein the fair market value used to establish the
fixed base annual rent for the initial period was based on
an appraisal performed between January 1, 1974 and January 1,
1975, and

b) That the lands subject to the converted
lease were subsequently conveyed to a municipality and there—
after sold by a municipality to the applicant which sale
created the purchase money obligations to be reduced by these
funds, and,

c) That the lease rentals to the State and
the municipality and the downpayment and purchase price to
the municipality have exceeded what they would have been
if Sec. 12, Ch. 138 SLA 1977 as amended had originally
referred to fair market values as the parcels were last
appraised on or before January 1, 1974 instead of J"anuary 1,

1975.

fre



2. The amounts to be disbursed to municipalities
under this appropriation and applied to reduction of the
applicant®s obligation to such municipalities shall be deter —
mined by the Department of Natural Resources using its
established conversion methods by calculating the difference
between the aggregate of the applicant®s rental payments to
the State and municipality, the down payment and purchase
price actually agreed to be paid and the amounts of those
payments and obligations as they would have been determined
if Sec. 12, Ch. 138 SLA 1977 as amended had referred to
appraisals made before January 1, 1974 instead of before

January 1, 1975.






SENATE RESOURCES COMMITTEE
LEGISLATION CHECKLIST

IDENTIFICATION:

BILL NUMBER: M 3
BILL NAME: ClctLy™t,u0 ,

SPONSOR (S): RELATED BILLS PENDING: <,8 /2 -
DATE INTRODUCED:- i b

REFERRALS kxLE£o \a>" (U3
13y vEINMIoOjI

INITIAL RESEARCH:

BILL SUMMARY COMPLETED:)J/;?. \ W SUMMARY BY LEGAL DIVISION:
SPONSOR CONTACTED FOR A7 \ / DEPT. OF LAW SUMMARY:
BACKUP MATERIALS:

FISCAL NOTE:

OTHER INTERESTED SENATORS OR
AGENCY RESPONSE: \ 1 REPS. NOTIFIED:

BACKGROUND RESEARCH:
SIMILAR BILLS INTRODUCED IN PREVIOUS LEGISLATURES:

RESPONSES FROM INTERESTED PERSONS/CROUPS:

OTHER STATE OR FEDERAL PRECEDENTS, REGULATIONS, LAWS:

HEARING PREPARATION:

CHAIRMAN BRIEFED: DATE AND PLACE SET:

STAFF MEMO TO COMMITTEE: TELECONFERENCE:

BACKGROUND MATERIAL DISTRIBUTED: PSA/PRESS RELEASE:

LIST OF WITNESSES: SUGGESTED AMENDMENTS/COMMITTEE

SUBSTITUTES DRAFTED:

d&AljdI- "b sUul d3



GRANTING HOMESTEADS TO ALASKA CITIZENS.

SB 43 MOSS/FISCHER

Classifies vacant, wunappropriated, unreserved general grant
land suitable for agricultural use as homestead entry land.
(Definition of ag. land 1includes grazing land.)

Requires 1-year residency. Must sign affidavit regarding
"settle and cultivate”, vyet cultivation 1is not defined.
Survey must be performed within 5 years to receive patent;
must occupy Jland 15 months out of the next 5 years and must
erect permanent habitable dwelling (definition includes
sanit iy facilities) or forfeit title; during those 5 years
may not remove timber/materials on commerc ial basis and may
not dispose of title.

Land 1is exempt from municipal property tax for 1 year after
patent 1is received; 10% of the increase in assessed value

is exempt from taxation for 5 years thereafter 1if attributable
to an 1increase 1in the ag. productivity of the land.

Provides access corridors to public and navigable water.

1/28/83 Moss® office indicates much work is yet to be
done on this bill.



STATE OF ALASKA

OFFICE OF THE GOVERNOR

SILL ANALYSIS

Zfztn Mpn SDOnNIOr (Frmccei) Sill Nun*.D*r
S3 A3

h*atural Resources Moss

".m r.i Fjjincn

DKR favors the previsions of the Administration homestead bill - SB 102.
~ivinon Director Date Due
Tom Hawkins 2-22-63 2-22-63
GOVERNOR'S OFFICE USE
Cewrirrrnu:
Dale

D Poiilion Noi«0

SUMMARY
*) KeiMeC Billl (SimiiM or Contlicimp ) Olhc* A9«*ncies All*ci*G oy Bill
SB 102, HE 167 and KB 130

7 ») Ori®»nij»tionnl Suppon lor Bill 1 2. %) 9rp*m:n:ion*| Opposition to Bill

7:. Biopi»m ol Bill
As an option to Ibnd disposals offered under subdivision, remote parcel, homesite

or agriculture, the Department would offer land disposals under the homestead

provisions of this bill.

¢ Fiwcul Impucr [3 Fitr.tol Not* Artnchee

b. Amt'nflmrnn PropotfrO:

Amend open filing system of disposal to aliquot part or surveyed parcel disposal

6. Coi-.m™nu



_ STATE' OF ALASKA
IMIKARY  STATEMENT OF FISCAL [IMPACT

SB A3 UcTE OF1 7
An act crar.tine homesteads to Alaska ce $N\r w
Mess

CC wm

1ST*.:Tic'ilC" 71SCE 1 7"1ECIS Oh:

coer.C7Tures: )
ot?Sc~cs o7 Dol lcTil
Voo Y 6- I "FY c5 i

’5venues:

bounce 07 7uncs to cttse ]l [TSCEIl 7070cCe Ci bill

Assu-Dtiens r. homesL.ead progiam would be considered DITR as an alternative to existing
land disposal programs for which we are oudgeted annually - therefore, no
additional funding is requested beyond the budget appropriation.

This' stctenem hes not been reviewed by the OMB in the Office o' the Governor, it doe:
net represent The poTTcv of The She77*ieid Acmn* liret7cn or Tre +.rEl es..mee C7 T7sc

7 cT .

-eofreo tv: . Sharon Barton rhcne: A65-2A00
sivision: Date:  2-i9-83
-ovec by o—essioner7o- D ¢z, 2-20-83

"E0OS*T"cm : Natural Resources







SENATE RESOURCES COMMITTEE
LEGISLATION CHECKLIST

IDENTIFICATION:

BILL NUMBER: s & L\

BILL NAME: of ™"WA<Itt fe-"ns-

SPONSOR (s): f70SS, « . Fl'scKfl/~
DATE INTRODUCED:
REFERRALS : SO
hWxnce>
INITIAL RESEARCH:
BILL SUMMARY COMPLETED:

SPONSOR CONTACTED FOR
BACKUP MATERIALS:

AGENCY RESPONSE:

BACKGROUND RESEARCH:

RELATED BILLS PENDING:

SUMMARY BY LEGAL DIVISION:

DEPT. OF LAW SUMMARY:

FISCAL NOTE:

OTHER INTERESTED SENATORS OR
REPS. NOTIFIED-

SIMILAR BILLS INTRODUCED IN PREVIOUS LEGISLATURES:

RESPONSES FROM INTERESTED PERSONS/GROUPS:

OTHER STATE OR FEDERAL PRECEDENTS,

HEARING PREPARATION:

CHAIRMAN BRIEFED:

STAFF MEMO TO COMMITTEE:

BACKGROUND. MATERIAL DISTRIBUTED:

LIST OF WITNESSES:

REGULATIONS, LAWS:

DATE AND PLACE SET:

TELECONFERENCE:

PSA/PRESS RELEASE:

SUGGESTED AMENDMENTS/COMMITTEE
SUBSTITUTES DRAFTED:



RELATING TO DEVELOPMENT OF SMALL FARMS

MOSS/V. FISCHER

Establishes a cost-sharing program for the development of small fart:
to provide financial assistance for clearing and breaking of land.
Excludes 1land with timber that has commercial value and land that"s
subject to a long-term ag. loan.

Development plan must be prepared 1in consultation with USDA (Agricultural
Stabilization and Conservation Service). Establishes 1limits on cost-
sharing money.

repayment required if put 1land 1into production as crop or pasture
within 3 years and keep it in production for 5 of tha next 7 years.



