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SB

WHAT WOULD THE
BILL-DO?.

WHAT IS A
CONSERVATION
EASEMENT?

WHAT KIND OF
EASEMENTS ARE
WE TALKING
ABOUT?

IS THIS A
NEW 1IDEA?

'— ALASKA CONSERVATION EASEMENT BILL

SB _ would provide---the legal process to create
rty in Alaska.

conservation easements on private prope

A conservation easement 1is- a legal agreement made

evoluntarily-by a-privace- property owner

to limit,

for

the benefit of the public, the type or amount of use of

a property.” The easement may be donated or

sold. An easement 1is created to protect natural,

-scenic-, open space, historical or cultu

ral values.

easement 1is accepted, held and monitored by a

governmental .agency or..an appropriate nonprofit
is a restriction

corporation. Simply put, the easement
on-the use-of*real -estarte. - .....

it may be

The

Two types of easements which would be frequently used
are Historic Easements and Wildlife Conservation
Easements. A typical Historic Easement would be the

voluntary written agreement of the owner of a historic

building to preserve the historic character of the

building and not to replace it with any

structure. A Wildlife Conservation Easement might

provide for the perpetual preservation
of a particularly unique fishing stre
waterfowl nesting area.

No, conservation easements were first u

other

of the watershed
or a critical

sed in the

1880s. Alaska is one of four states without a

conservation easement law to take advantage of the

management tool which has been called a
alternative to fee acquisition."”

"terrific

land
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WHY DO WE NEED
A LAW TO DO
THIS?

WHAT ARE THE
PUBLIC
ADVANTAGES?

An Alaska conservation easement law is necessary
because the common laws that govern land do not allow
such a restriction to attach to the land in perpetuity
in those instances where the Grantee of The Easement
does nut own an adjoining parcel of land. The new law
would remove that restriction to allow certain
charitable and governmental organizations to have
enforceable easements without owning the adjoining
land.

r
SB is essentially verbatim from the Uniform

Conservation Act which was drafted as a model law by
the National Conference of Commissioners on Uniform
State Laws.

A conservation easement provides a cost-effective wav
to protect public values of private land. These values
may be natural, historic, scenic or cultural. It
allows such values to be protected without the cost of
fee simple purcnase of land. The land stays 1in private

ownership.

Because the land stays in private hands, it also stays
on the local tax rolls. The assessed valuation may
increase or decrease depending on the nature of the
easement. For example a historic easement may make the
property more valuable for tourist related use while a
critical habitat easement would probably reduce value
because development would be prohibited.

Furthermore, since the property stays in private
ownership the public does not incur the management
costs that wculd come if the lands or buildings were
publicly owned. While the public holder of the
easement must monitor the agreement this would be an
extremely modest cost.
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WHY WOULD A PRIVATE
LANDOWNER WANT

TO CREATE AN
EASEMENT? The landowner who donates a conservation easement, to a

public agency or qualified charity, can claim federal
income tax deductions for the charitable gift. In the
alternative the landowner may sell the easement for
what he considers a fair price. All such transactions

M,would be voluntary. No governmental taking through
eminent domain would be involved.

Estate taxes can also be reduced through the donation
of an easement. Property restricted by a perpetual
conservation easement either before the landowner®s
death or executed as an element of his/her will, must
be valued in the estate at its restricted value,
resulting in lower taxes.

HOW LONG DOES
AN EASEMENT LAST? A conservation easement would restrict the land for

only as long as agreed to by the owner.

WHAT ABOUT

PUBLIC ACCESS? Understandably, most landowners want to retain an
ability to control access to land that is still
theirs. The landowner and the grantee of the easement

may, however, provide for public access if the
landowner so agrees.

IN SUMMARY ; Conservation easements are flexible,
adaptable agreements tailored to the needs of the
property owner and the character of the property.
Specific public benefits are provided - without the
expense of purchase and while maintaining the land in
private ownership.
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Th* ownor of a downtown
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tpolity of Anchoret* In ISM
i donated the building™ exte-
r and air rights to a city-
aied, non-profit corporation.
Bill Uundy, owner of th*
ndler Building at 000 D St.i
Tterms of th* agreement with
thor*g«  tUxtortc Proper:tea
. require him to maintain th*
ade and to Insure the building
replacement, among other
allilona
In return, be will recelv* a tax
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a "historic preservation and
aervatlon eaaetnenl," and re-
t ownerahlp of the bullding'a
mrior.
>lundy made the donation Just
ir* the end of th* 1868 tax
r. The all* of the tax benefit
not be known until an ay-
xal It done within the next
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on affect* th* property™
«, he tild.
erry Hoffman, executive <t-
x of Anchorage Hlaloric
whnlee, atld th* potential tax
hi latlubla, and th* carpo-
rt hope* the trenaadlon will
inter**! In M**mfnt* to
the preterv* th* city's hi*-
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| quarter* on th* second
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Continued from peg* B-I

waa one of S3 butlneate* that
opened on the clty'a main afreet
the tame year.

The buslneaa waaconverted (o
a retuunnl and bar by
Wendler'a daughter and waa re-
named Club 2d. In 1983, th* prop-
erty waa sold and the building
donated to the city on th* condi-
tion that It be moved. A renova-
tion plan by a partnership that In-
cluded Mundy was accepted by
the city, which spent W7.000 to
move the building to Its present
location. Lo 1

’ Another structure, called the
Landmark Building, waa built be-
hind the historic building to boost
IIf available space. Mundy said a
Portion of the Landmark's sec-
W floor waa designed to be used,

the Wendler Building as a*
restaurant—a plan h* still bopea
to pursue when th* Anchorage (
economy Improves.

Donation of th* air rights
means no structure taller than
lha existing buildings can be built
on thesite.

The Insurance provision re-
quires that If the Wendler Build-
ing bums or la destroyed by rut
earthquake or some other disas-
ter, proceeds must be used to
build a replica, or lo situate and
restore another historic building
odtheall*.

For axample, he said, Anchor-

age Historic Properties might (<V>“ LS .

want to mov* on* of several

other buildings now Innorig* at

lha Cook Inlet Pretrial Facility If < wrue mvm, -

th* Wendler Building ware dsa- ,
troyed.

Mundy asId tax Incesvllvea for
historic buildings changed along
with other tax law* In 1888, and If ,
ladoubtful Iha renovation project
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rent rule*, which Umll an Indl-
vdduaTi use of rehabilitation In-" Tob*=ilfathl* forrlax ben*fits.
mretimenlcredit*. -, r landmark buildings must be
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ere decide 10 pursue tho designa-
tion. oo, Hff

Anchorage Historic Proper!a*t
Inc. waa formad by a 11.7 million i
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clty'a 1'rujM.i He program Ihal
«Isp led lo Iha consttucllon of
nalV®anH nuMin
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Th* corporation ua*a th*
money a* an endowment lo pro- -
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Introduced by: Anchorage Municipal Assembly

Date: November 16, 1988

RESOLUTION OF THE ALASKA MUNICIPAL LEAGUE

RESOLUTION NO.

A RESOLUTION REGARDING THE HISTORIC EASEMENT
ENABLING ACT AND UNIFORM CONSERVATION EASEMENT
ACT

WHEREAS, historic preservation has many benefits to a community both
tangible and intangible, and

V."HEREAS, historic preservation easements are one tangible historic
preservation strategy, and

WHEREAS, the proposed Uniform Conservation Easement Act will enable
governments and qualified nonprofit organizations to acquire/receive
easements on real property that are of unlimited duration, and

WHEREAS, the inherited English common law of real property leaves
doubt about the enforceability of historic easements which are not tied to

an adjoining property, and

WHEREAS, the proposed Uniform Conservation Easement Act removes that
doubt.

NOW, THEREFORE, BE IT RESOLVED that the Alaska Municipal League
supports the enactment of the Uniform Conservation Easement At.

This resolution was passed by the governing body of
Municipality of Anchorage on November 15, 1988.
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LEGISLATIVE AHFAIRS AGENCY
MEMORANDUM January 24, 1989
SUBJECT: Uniform Conservation Easement Act

(SB 123)
TO: Senator Arliss Sturgulewski
FROM: Richard A. Bradley

Legislative Counse

Melissa has asked that | comment on the purposes behind this
uniform act-- that is, what are those restrictions that the
uniform act seeks to address?

I have copied the material from the Uniform Laws Annotated

that addresses these questions; see particularly the -"pref-
atory note." But because this uniform act seems to contain
an unusual amount of esoteric lawyer-talk, 1 will attempt a

brief user's guide to the Uniform Conservation Easement Act.

The title explains part of what is being attempted; the idea
is that valuable natural or historic, property now in private
hands might be protected for future generations by granting
a "conservation easement™ in the property to a third party,
either a nonprofit corporation dedicated to the protection
of that kind of property or government. See sec.
34.17.060(2). The holder of the easement can then sue, if
necessary, to see that the property is maintained according
to the terms of the easement.

But it has been necessary to change the rules of the common
law to accomplish this purpose.

The usual understanding of an easement is that it relates to

"an interest in land.” The problem with conservation ease-
ments is that the interest held does not relate to any such
"interest in land.” The holder of the easement has no right

to use the land for any purpose; it merely seeks to regulate *
the use by others.

The prefatory note states that these kinds of controls over
land are typically cast in the suggested three common law
forms: easements, covenants real, and equitable servitudes.



Senator Arliss Sturgulewski
Page 2
January 24, 1989

The note suggests that easements are generally well under-

stood by courts but covenants and servitudes less so. And

the note suggests that the solution to these understandings
(or possible misunderstandings) would not be the creation of
a fourth and new form of interest, by whatever name.

The suggested solution is to take the easement, the well-

understood mechanism, and remove the common law limitations
on its use to solve the problem of conservation easements.
These common law problems are stated in Sec. 34.17.030.

If I may be of further assistance, please advise.

RAB: kb
wkk1/071

Enclosure
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UNIFORM CONSERVATION EASEMENT ACT
Table ofJurisdictions Wherein Act Has Been Adopted

Jurisdiction Laws Effective Date Statutory Citation
LY (V11T — 171 4-18-1985 « ARS. 8§ 33-271 to 33-276.
tE)_lstnct of Colum- DC Law 6-113 5-16-1986 D.C.Code 1981, 8 45-2601 to 45-2605.
ia
[T AETol P— 1984, H.1074  9-1-1984 West ‘s AlC. 32-5-2.6-1 to 32-5-2.6-7.
Maine C 395  6-21-1985 * 33 MRSA 8§ 476 to 479-B.
Minnesota C 232 5-24-19B5+* M.S.A. §8 84C.01 to B4C.05.
M|35|55|pp|.... C 404  3-27-1986 Code 1972, §§ 89-19-1 to 89-19-13.
Nevada .. c. 291  5-13-1983* N.R.S.111.390 to 111.400.
1983, c. 434 9-1-1983 VTC1A8,3 6\10atural Resources Code §8§ 183.001
to
Wisconsin......... 1981, C. 261  4-27-1982 W.S.A. 700.40.

mDate of approval.

Historical Note

The Uniform Commit:on Easement Act iu approved prefatory note and commrau are set forth in thii supple*
by the National Conference of Commissioners on Uniform  me.x
State Laws m 1981. The complete teat of the act, the

PREFATORY NOTE

The Act enables durable restrictions and affirmative obligations to be attached to real property to
protect natural and historic resources. Under the conditions spelled out in thi Act, the restrictions
and obligations are immune from certain common law impediments which might otherwise be raised.
The Act maximires the freedom of the creators of the transaction to impose restrictions on the use of
land and improvements in order to protect them, and it allows a similar latitude to impose affirmative
duties for the same purposes. In each instance, if the requirements of the Act are satisfied, the
restrictions or affirmative duties are binding upon the successors and assigns of the original parties.

The Act thus makes it possible for Owner to transfer a restriction upon the use of Blackacre to
Conservation, Inc., which will be enforceable by Conservation and its successors whether or not
Conservation has an interest in land benefitted by the restriction, which is assignable although
unattached to any such interest in fact, and which has not arisen under circumstances where the
traditional conditions of privity of estate and "touch and concern™ applicable to covenants real are
present. So, also, the Act enables the Owner of Heritage Home to obligate himself and future
owners of Heritage to maintain certain aspects of the house and to have that obligation enforceable
by Preservation, Inc.,, even though Preservation has no interest in property benefitted by the
obligation. Further, rreservation inay obligate itself to take certain affirmative actions to preserve
the property. In each case, under the Act, the restrictions and obligations bind successors. The Act
does not itself impose restrictions or affirmative duties. It merely allows the parties to do so within
a consenaual srrangeraept freed from common law impediments, if the conditions of the Act are
complied with.

These conditions are designed to assure that protected transactions serve defined protective
purposes (Section 1(1)) and that the protected interest is in a "holdr*™ which i8 either a governmental
body or a charitable organization having an interest in the subject matter (Section 1(2)). The interest
may be created in the same manner as other easements in lend (Section 2(a)). The Act also enables
the parties to establish a right in a third party to enforce the terms of the transaction (Section
3(aX3)) if the possessor of the right is also a governmental unit or charity (Section 1(3)).

The interests protected by the Act are termed "easements.” The terminology reflects a rejection
of two alternatives suggested in existing state acts dealing with non-possessory conservation and
preservation interests. The first removes the common law disabilities associated with covenants real
and equitable servitudes in addition to those associated with easements. As statutorily modified,
these three common law interests retain their separate existence as instruments employable for
conservation and preservation ends. The second approach seeks to create a novel additional interest
which, although unknown to the common law, is, in 3ome ill-defined sense, a statutorily modified
amalgam of the three traditional common law interests.
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CONSERVATION EASEMENT ACT

The easement alternative is favored in the Act for three reasons. First, lawyers asd courts are
moat comfortable with easements and easement doctrine, less so with restrictive covenants and
equitable servitudes, and can be expected to experience severe confusion if the Act opu for a hybrid
fourth interest. Second, the easement is the basic less-than-fee interest at common law; the
restrictive covenant and the equitable servitude appeared only because of then-current, but now
outdated, limitations of easement doctrine. Finally, non-possessory interests satisfying the require-
ments of covenant real or equitable servitude doctrine will invariably meet the Act’s lesn demanding
requirements as "‘easements.” Hence, the Act’s easement orientation should not prove prejudicial to
instruments drafted as real covenants or equitable servitudes, although the converse would not be
true.

In assimilating these easements to conventional easements, the Act allows great latitude to the
parties to the former to arrange their relationship as they see fit The Act differs in this respect
from some existing statutes, such as that in effect in Massachusetts, under which interests of this
nature are subject to public planning agency review.

There are both practical and philosophical reasons for not subjecting conservation easements to a
public ordering system. The Act has the relatively narrow purpose of sweeping away certain
common iaw impediments which might otherwise undermine the easements' v-’idity, particularly
those held in gross. It is is the intention to facilitate private grants that serve the ends of land
conservation and historic preservation, moreover, the requirement of public agency approval adds a
layer of complexity which may discourage private actions. Organizations and property owners may
be reluctant to become involved in the bureaucratic, and sometimes political, process which public
agency participation entails. Placing such a requirement in the Act may dissuade a state from
enacting it for the reason that the state does not wish to accept the administrative and fiscal
responsibilities of such a program.

In addition, controls in the Act and in other state and federal legislation afford further assurance
that the Act will serve the public interest. To begin with, the very adoption of the Act by a state
legislature facilitates the enforcement of conservation easement serving the public interest. Other
types of easements, real covenants and equitable servitudes are enforceable, even though their
myriads of purposes have seldom been expressly scrutinized by state legislative bodies. Moreover,
Section 1(2) of the Act restricts the entities that may hold conservation and preservation easements
to governmental agencies and charitable organizations, neither of which is likely to accept them on
an indiscriminate basis. Governmental programs that extend benefits to private donors of these
easements provide additional controls against potential abuses. Federal tax statutes and regula-
tion*, for example, rigorously define the circumstances under which easement donations qualify for
favorable tax treatment. Controls relating to real estate assessment and taxation of restricted
propert:"' have been, or can be, imposed by state legislatures to prevent easement abuses or to limit
potential loss of local property tax revenues resulting from unduly favorable assessment and
taxation of these properties. Finally, the American legal system generally regards private ordering
of oroperty relationship* as sound public policy. Absent conflict with constitutional or statutory
requirements, conveyances of fee or non-possessory interests by and among private entities i3 the
norm, rather than the exception, in the United States. By eliminating certain outmoded easement
impediments which are largely attributable to the absence of a land title recordation system in
England centuries earlier, the Act advances the values implicit in this norm.

The Actdoes not address a number of issues which, though of conceded importance, are considered
extraneous to its primary objective of enabling private parties to enter into consensual arrangements
with charitable organizations or governmental bodies to protect land and buildings without the
encumbrance of certain potential common law impediments (Section 4). For example, with the
exception of the requirement of Section 2(b) that the acceptance of the holder be recorded, the
formalities and effects of recordation are left to the state's registry system: an adopting state may
wish to establish special indices for these intercuts, as has been done in Massachusetts.

Similarly unaddressed are the potential impacts of a state’s marketable title laws upon the duration
of conservation easements. The Act provides that conservation easements have an unlimited
duration unless the instruments creating them provide otherwise (Section 2(c)). The relation3h.p
b~iween this provision and the marketable title act or other statutes addressing restrictions on real
property of unlimited duration should be considered by the adopting state.

The relationship between the Act and local real property assessment and taxation practices is not
dealt with; for example, the effect of an easement upon the valuation of burdened real property
presents issues which are left to the state and local taxation system. The Act enables the
structuring of transactions so as to achieve tax benefits which may be available under the Internal
Revenue Code, but parties intending to attain them must be mind® -) of the specific provisions of the
income, estate and gift tax laws which are applicable. Finally, the Act neither limits nor enlarges the
power of eminent domain: such matters as the scope of that power and the entitlement of property
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CONSERVATION EASEMENT ACT

owner 8comﬁen 3t|on Palt* exercise are determined not by this Act but by the adopting slate's

eminent domain code an fed statutes.

General Statutory Notes

Arisowa. The Anions act u « substantial adoption of the
mi|Of provisions ot the Uniform Act. but contains numcroua
variation!, omiutom and additional matter which cannot be
clearly indicated by ttaluiory notes.

IWlaaa Add! lection u follow!:

“32-4-16-7 Tuadoa

“For the purposes ofIC 6-1.1. real property subject to i
coruervmoo casement ihall be assessed end taxed on a buu
that reflect! the casement.”

Mississippi. Addi a lection u follows:

“5 *9—49-141.  Capital Improvements on property upon
which eaaeaKata have beea greeted.

“"With the eiception of 'Mississippi Landmark!," aa de-
fined by the Antiquities Law of Mississippi (Section 39-7-1
et seq., Mississippi Code of 1972) end of properties entered
in the National Register of Historic Pisces, no public mon-

ey, derived either from a special fund or the General Fund,
thall be espended for capital improvements on any teal
property upon which a conservation easement has been
framed unleu the conservation easement is perpetual, s
fovemmental body is the holder of the easement snd the
capital improvements are solely for the use and benefit of
such holder."

Nevada. The Nevada act is t substantial adoption of the
mtior provisions of the Uniform Act. but contains numerous
variations, omissions snd addi'-rnsl mailer which cannot be
clearly indicated by statutory r, :es.

New York. Sections 49-0301 to 49-0311 of lha New
York Environmental Conservation Law do not constitute s
substantial adoption of (he Uniform Act, althoufh they
conuun some similar provisions snd have the same general
purpose.

UNIFORM CONSERVATION EASEMENT ACT

1981 ACT

An Act to be known as the Uniform Conservation Easement Act, relating to (here insert
the subject matter requirements of the various states).

Section Section

1 Definitions. 4. Validity.

2.Creation. Conveyance, Acceptance and Duration. 3. Applicability.

3. Judicial Actions. 6. Uniformity of Application end Construction.

§ I. [Definitions]
As used in this Act, unless the context otherwise requires:

(1) "Conservation easement” means a nonpossessory interest of a holder in real
property imposing limitations or affirmative obligations the purposes of which include
retaining or protecting natural, scenic, or open-space values of real property, assuring its
availability for agricultural, forest, recreational, or open-space use, protecting natural
resources, maintaining or enhancing air or water quality, or preserving the historical,
architectural, archaeological, or cultural aspects of real property.

(2) "Holder” means:

(i) a governmental body empowered to hold an interest in real property under the
laws of this State or the United States; or

(i) a charitable corporation, charitable association, or charitable trust, the purposes
or powers of which include retaining or protecting the natural, scenic, or open-space
values of real property, assuring the availability of real property for agricultural,
forest, recreational, or open-space use, protecting natural resources, maintaining or
enhancing air or water quality, or preserving the historical, architectural, archaeologi-
cal, or cultural aspects of real property.

(3) “Third-party right of enforcement”™ means a right provided in a conservation
easement to enforce any of its terms granted to a governmental body, charitable
corporation, charitable association, or charitable trust, which, although eligible to be a
holder, is not a holder.

COMMENT

Section 1 defines three central elements: can be a holder and who can possess a “third-
What is meant by a conservation easement: who party right of enforcement.” Only those inter-
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Recogni ?n of a "third-party right of enforcie
n nt" enables the parHe f0 Structure Into t
-ransaction a party that is not an easement
holder but hich, nonetheless has the n%ht
to enforce the ter so the easement (Sections
3 3aK32n But e possessor of the third- Har-
rcement rlgi ht must be a governmental
st{or char]Jtabe cor oratjon assoclation,. or
Thus, 1f Owner transfers a conservation
easement on Blackacre to Conservatlon InC.. ne
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corporation terlg t to enforce the terms of the
easement, even thdugh Preservatwn was nott e
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Action in Adopting Jurisdictions

Vuistioas from Official Text:

District of Colubia. Introductory material reads: “For
the purposa of this act, the term:".

Maine. In subset (1), omiu "or preserving the histort-
cat, architectural, archaeological, or cultural aspects".

In subsets. (2X») and (3), substitutes "*nonprofit corpora-
tion" for *‘charitable corporation, chantable association™.

Additionally, defines "real properly" to include surface
waters.

MladadppL  Section reads:

""For purposes of this chapter, the following words shall
have ibe meaning ascribed herein unleu the context other-
wise requires:

"'(1) "Conservation easement' shall mean a nonpossesso-
ry interest of a holder in real property imposing limits-
Qoas or afflnnauve obligations, the purposes of which
include retaining or protecting natural, scenic, historical
or open-space values of real property, assuring its avail-
ability for agricultural, forest, recreational, educational or
open-space use. protecting natural features and resources,
maintaining or enhancing air and water quality or pre-
serving (he natural, tritoncab architectural, archaeologi-
cal or cultural aspects of real property.

"(2) "Holder* shall mean either

(@) A governmental body empowered by the law of
this state or the United States to hold an interest in real
property, or

“(b) A private, nonprofit, charitable or educational
corporation, association or trust, the purposes or pow-
ers of which include retaining or protecting the nalural.
scenic, historical or open-space values of real property,

assuring the availability of real property for agri-
cultural. forest, recreational, educational or cpen-space
use. protecting natural features and resources, main-
taining or enhancing air or water quality or preserving
the natural, historical, architectural, archaeological or
cultural aspects of real property which is the recipient
or grantee of a conservation easement.

**(3) Third-party nght of enforcement' shall mean a
nght granted in a conservation casement to a governmen-
tal body or private, nonprofit cbantable corporation, asso-
ciation or trust, which is not a holder but which is eligible
to be a holder, to enforce any of the terms of the
conservation easement

"'(4) 'Person’ shall mean any natural person or legal
entity."

Texaa. In subsec. (1), substitutes "‘designed to'™* for "'the
purposes of which include’ (with conforming grammatical
variations not affecting substance, e.g., "'retain’ for “'retain-
ing™).

In subrec. (2XU), substitutes “created or empowered In"
for “the purposes or powers of which include™ (with con-
forming grammatical variation! not affecting substance, e.g.,
“'retain™ for *'retaining').

In subscc. (3), substitutes “'that is eligible to be a holder
but ia not a holder*' for “, which, although eligible lo be a
holder, is not a holder*’.

Adds subsec. (4) as follows: ** ‘Servient estate’ means the
real property burdened by the conservation easement,"

Wisconsin. In lubsec. (1), inserts "preserving a bunil
site, as defined in s. 157.70(IXb).”" following "‘water quali-

ty."

Library References

Health and Environment «»23.5(4).
CJ.S. Health and Environment 8} 91 et seq.. 130, 132.

§ 2. [Creation, Conveyance, Acceptance and Duration]

(a) Except a3 otherwise provided in this Act, a conservation easement may be created,
conveyed, recorded, assigned, released, modified, terminated, or otherwise altered or
affected in the same manner as other easements.

(b) No right or duty in favor of or against a holder and no right in favor of a person

acceptance by

havmg a third- ?art right of enforcement arises under a conservation easement before its
he nholder anr a recordation of the acceptance.
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(c) Except as provided in Section 3(b), a conservation easement is unlimited in duration
unless the instrument creating it otherwise provides.

(@& An interest in real property in existence at the time a conservation easement is
created is not impaired by it unless the owner of the interest is a party to the conservation

easement or consents to it.

COMMENT

Section 2(a) provides that, except to the extent
otherwise indicated in the Act, conservation
eesements are indistinguishable from easements
recognized under the pre-Act law of the state in
terms of their creation, conveyance, recordation,
assignment, release, modification, termination or
"Iteration. In this regard, subsection (a) reflects
the Act’s overall philosophy of bringing less-
than-fee conservation interests under the formal
easement rubric and of extending that rubric to
the extent necessary to effectuate the Act’s pur-
poses given the adopting state's existing com-
mon law and statutory framework. For exam-
ple, the state's requirements concerning release
of conventional easements apply as well to con-
servation easements because nothing in the Act
provides otherwise. On the other hand, if the
state's existing law does not permit easements in
gross to be assigned, it will not be applicable to
conservation easements because Section 4(2) ef-
fectively authorizes their assignment.

Conservation and preservation organizations
using easement programs have indicated a con-
cern that instruments purporting to impose af-
firmative obligations on the holder may be uni-
laterally executed by grantors and recorded
without notice to or acceptance by the holder
ostensibly responsible for the performance of
the affirmative obligations. Subsection (b)
makes clear that neither a holder nor a person
having a third-party enforcement right ha3 any

rights or duties under the easement prior to the
recordation of the holder's acceptance of it

Die Act enables parties to create a conserva-
tion easement of unlimited duration subject to
the power of a court to modify or terminate it in
states whose case or statute law accords their
courts that power in the case of easement See
Section 3(b). The latitude given the parties is
consistent with the philosophical premise of the
Act However, there are additional safeguards;
for example, easements may be created only for
certain purposes and may be held only by certain
"holders.” These limitations find their place
comfortably within similar limitations applicable
to charitable trusts, whose duration may also
have no limit Allowing the parties to crrate
such easements also enables them to fit witnin
federal tax law requirements that the interest be
"in perpetuity” if certain tax benefits are to be
derived.

Obviously, an easement cannot impair prior
rights of owners of interests in the burdened
property existing when the easement comes into
being unless those owners join in the easement
or consent to it The easement property thus
would be subject to existing liens, encumbrances
and other property rights (such as subsurface
mineral rights) which pre-exist the easement
unless the owners of those rights release them
or subordinate them to the easement (Section

2(d).)

Action in Adopting Jurisdictions

Variations from Official Text:

DUtrio of Colubta. Section reads:

”(»XD Except u otherwise provided in this set, a conser-
vation easement may be created, conveyed, recorded, as-
signed, released, modified, termmsled, or otherwise altered
or affected in the same manner as other casements, provided
that the reconlanoa of any conservauon easement as defined
in section 2, or of any assignment, release, modification,
termination, or other attention of a conservation easement
shall be exempt from (he recordation lax imposed by section
303 of the District of Columbia Real Estate Deed Rec-
ordation Tax Act, approved March 2, 1962 (76 Sul. 12
D.C.Code. sec. 43-923). ind Tram the transfer tax imposed
by section 403 of the District of Columbia Revenue Act of
1980. effective September 13, 1980 {D.C.Law 3-92; D.C.
Code, sec. 47-903).

"(2) The exemption provided for in subsection (2) of
this section shall not apply if the conndention for the
conservation easement exemds $100 in value.

'mb) No right or duty in favor of or agauist a person
having a third.piny nght of enforcement anses under a
conservation easement before us acccptince by the holder
and a iccordation of the acceptance.

"'(c) Except as provided m section 4<b). a conservation
easement is unlimited in duration unless the muniment
creating u oiherwise provides.

“(d) An interest in real property in existence at the time a
conservation easement is created ia not impaired by it unless
the owner of the interest is a party to the conservation
easement or consents (0 it.

"(e) A conservation easement is valid e -n under the
following circumstances:
"(1) It is not appurtenant to an interest in leal proper-

“(2) It can be or has been assigned to another holder;

"(3) It is not of a character that has been recognized
traditionally at common law;

"'(4) 1t imposes a negative burden;

“(5) It imposes affirmative obligations upon the owner
of an interest in (he burdened property or upon the
holder.

*'(6) The benefit does not touch or concern real proper™
ty; or

"'(7) There ia no pnvity of estate or of contract.”
Mala*. In subsec. (a), adds *‘created by written instru-

ment”* at (he end thereof.

Subsec. 1b) reads: “No nght or duty in favor of or against
a holder antes under a conservation easement unless it is
accepted by the holder and no nght m favor of a person
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having a Jrd-party right of enforcement ariiei under a
cooktyiooo eaiement unicaa it it accepted by any person
having a 3rd-party nght of enforcement.”

Subaec. (c) rtada:

“Except aa provided in this subchapur, a contervauon
eaiement u unlimited in duration unleu:

“A- The inatrument creating it otherwise provides; or

“B. Change of cireumitances renders the easement no
longer in the public interest u determined in an action
under section 471.

Adda a subsection which reads: ‘The instrument creating
a conservation easement must provide in what manner and
at what umes representatives of the holder of t conservation
easement or of «ily person having a Jrd-party nght of
enforcement shall be mtitied lo enter the land to assure
compliance.”

MlaaMppi. In subsec. (a), substitutes “affected in the
same method and manner u other easements" for “'affected
in the same manner u other easements'".

In subsec. (b). substitutes “no right of a person having a
third-party nght" for *'no nght m favor of a person having a
third-party nght”.

In subaec. (c), inserts “its" following *‘unlimited in".

In subsec. (d), substitutes “the conservation easement* for
“it"* following “is not impaired by"".

Library

Health and Environment *=*25.3(4),
CJ.S. Health and Environment {5 91 ct seq., 130, 132

§ 3. [Judicial Actions]

83

Texas. Subaec. ) reads u follows: “A right or duty in
favor of or against a bolder and a right in favor of a person
having a third-party right of enforcement does not arise
under a conservation casement before its acceptance by the
holder and the recordation of the acceptance.

In subaec. (c), substitutes “'makea some other provision'
fm ""otherwise provides'.

In subaec. (d). substitutes "'that exists in real property" for
"in real property in existence™ and otnitt "by it" following
“impaired".

Adds subsections aa follows:

"'(e) A conservation easement must be created in writing,
acknowledged and recorded in the deed records of (be
county in which the servient estate ia koaled, and must
include a legal description of the real property which consti-
tutes the servient estate.

"(0 If land that has been subject to a conservation ease-
:'nl is no longer subject lo such easement, an additional
tux is imposed on the land equal to the difference, if any,
between the taxes imposed on the land for each of the five
yean preceding (be year in which (he easement terminates
and the lues (hat would have been unpcaed had the land
not been subject to a conservation easement in each of those
years, plus interest at an annual rate of seven percent
calculated from the dates cn which the differences would
have become due.”

Wisconsin.  Makes minor language changes not affecting
lubstance.

Reference*

@ An action affecting a conservation easement may be brought by:
@ an owner of an interest in the real property burdened by the easement;

@ a holder of the easement;

@ a person having a third—party right of enforcement; or

@ a person authorized by other law.

@® This Act does not affect the power of a court to modify or terminate a conservation
easement in accordance with the principles of law and equity.

COMMENT

Section 3 identifies four categories of persons
who may bring actions to enforce, modify or
terminate conservation easements, quiet title to
parcels burdened by conservation easements, or
otherwise affect conservation easements. Own-
ers of interests in real property burdened by
easements might wish to sue in cases where the
easements also impose duties upon holders and
these duties are breached by the holders. Hold-
ers and persons having third-party rights of en-
forcement might obviously wish to bring suit to
enforce restrictions on the owners' me of the
burdened properties. In addition to these three
categories of persons who derive their standing
from the explicit terms of the easement itself,
the Act also recognizes that the state’a other
applicable law may create standing in other per-
sons. For example, independently of the Act,
the Attorney General could have standing in his
capacity as supervisor of charitable trusts, either
by statute or at common law.

A restriction burdening real property in perpe-
tuity or for long periods can fail of its purposes
because of changed conditions affecting the
property or its environs, because the holder of
the conservation easement may cease to exist, or
for other reasons not anticipated « the time of
its creation. A variety of doctrines, including
the doctrines of changed conditions and cy prts,
have been judicially developed and, in many
states, legislatively sanctioned as a basis for
responding to these vagaries. Under the
changed conditions doctrine, privately created
restrictions on land use may be terminated or
modified if they no longer substantially achieve
their purpose due to the changed conditions.
Under the statute or case law of some states, the
court's order limiting or terminating the restric-
tion may include such terms and conditions, in-
cluding monetary adjustments, as it deems nec-
essary to protect the public interest and to as-
sure an equitable resolution of the problem.
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The doctrine is applicable to real covenants and
equitable servitude* in all states, but its applies*
tion to easements is problematic in many states.

Under the doctrine of cy pres, if the purposes
of a charitable trust cannot carried out because
circumstances have changed after the trust came
into being or, for any other reason, the settlor’s
charitable intentions cannot be effectuated,
courts under their equitable powers may pre-
scribe terms and conditions that may best enable
the general charitable objective to be achieved

CONSERVATION EASEMENT ACT

while altering specific provisions of the trust.
So, also, in cases where a chari'ble trustee
ceases to exist or cannot carry out its responsi-
bilities, the court will appoint a substitute trust-
ee upon proper application and will not allow the
trust to fail.

The Act leaves intact the existing case and
statute law of adopting states as it relates to the
modification and termination of easements and
the enforcement of charitable trusts.

Action in Adopting Jurisdictions

Vaziatioaa from Offidal Teic

ladiaaa. Id subsec (b), sddi (be following it (he end
thereof: * or the termination of a cotuerviuon easement by
agreement of Ibe grintor and grantee™

Mala*. Section readi:

"'l.  Action or intervention. An action affecting m con-
servation easement may be brought or intervened in by:

“A.  An owner of in interest in the real property bur-
dened by the eaiement;

""8. A bolder of the easement: or

“C A person having a ltd-party right of enforcement.

“2.  Intervention only. An action affecting a conserva-
tion easement may be intervened in by the State or a
political subdivision of (be Stale m which the real property
burdened by the easement is located.

“3.  Power of coun. This subchapter does not affoct the
power of a court to enforce a conservation easement by
injunction or proceeding tn equtt- or to modify or terminate
a conservation easement s accordance with principles of

law and equity. A court may deny equitable enforcement of
a conservation easement when it finds that change of cir-
cumstances has rendered that easement no longer tn the
public interest. If the coun so finds, the coun may allow
damage* as the only remedy in an action to enforce the
easenvnt.

No comparative economic leu may be used to determine
under this subsection if a conservation easement is in the
public interest.”
Mississippi.
""An action™.

Subsec (aX4) reads: A person otherwise authorized and
empowered by law."

In subscc. (b). inserts **. and shall not be construed to,"
following ""This Act does not".

In subsec (a), substitutes “Any action™ for

Ttxa*. In subsec (»X4). inserts “'some™ following "‘au-
thorized by

Wisconsin.  Maltes minor language changes not affecting
substance.

Library References

Health and Environment «»2S.J(4).

CJ.S. Health an; Environment 91 et seq., 130, 132

§ & [Validity]

A conservation easement is valid even though:

(1) it is not appurtenant to an interest in real property;
(2) it can be or has been assigned to another holder;
(3) it is not a of a character that has been recognized traditionally at common law;

(4) it imposes a negative burden;

(5) it imposes affirmative obligations upon the owner of an interest in ‘he burdened

property or upon the holder;

(6) the benefit does not touch or concern real property; or
(7) there is no privity of estate or of contract.

COMMENT

One of the Act's basic goals is to remove
outmoded common law defenses that could im-
pede the use of easements for conservation or
preservation end.". Section 4 addresses this goal
Ly comprehensively identifying these defenses
snd negating thi ir use in actions to enforce
conservation or piercrvation easements.

Subsection (1) irdicates that easements, the
benefit of which is held in gross, may be en-
forced against the grantor or his successors or
assigns, by stating that the easement need not

be appurtenant to an interest in real property, it
eliminates the requirement in force in some
states that the holder of the easement must own
an interest in real property (the "dominant es-
tate") benefitted by the easement.

Subsection (2) also clarifies common law by
providing that an easement may be enforced by
3n assignee of the holder.

Subsection (3) addresses the problem posed by
the common law's recognition of easements that
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served only a limited number of purposes and its
reluctance to approve so-called "'novel incidents."”
Easements serving the conservation and preser-
vation ends enumerated in Section 1(1) might fail
of enforcement under this restrictive view. Ac-
cordingly, subsection (3) establishes that conser-
vator or preservation easements are not unen-
forceable solely because they do not serve pur-
poses or fall within the categoiiea of easements
traditionally recognized at common law.

Subsection (4) deals with a variant of the fore-
going problem. The common law recognized
only a limited number of "negative easements"
—those preventing the owner of the burdened
land from performing acts on his land that he
would be privileged to perform absent the ease-
ment. Because a far wider range of negative
burdens than those recognized at common law
might be imposed by conservation or preserva-
tion easements, subsection (4) modifies the com-
mon law by eliminating the defense that a con-
servation or preservation easement imposes a
“novel™ negative burden.

Subsection (5) addresses the opposite prob-
lem—the unenforceabilit/ at common law of an
easement that imposes affirmative obligations
upon either the owner of the burdened property
or upon the holder. Neither of those interests
was viewed by the common law as true ease-
ments at all. The first, in fact, was labelled a
“'spurious" easement because it obligated the
owner of the burdened property to perform af-
firmative acts. (The spurious easement was dis-
tinguished from an affirmative easement, illus-
trated by a right of way, which empowered the

8

easement's holder to perform acta on the bur-
dened property that the holder would not have
been privileged to perform absent the esaemenr.)

Achievement of conservation or preservation
goals may require that affirmative obligations
he incurred by the burdened property owner or
by the easement holder or both. For example,
the donor of a facade easement, one type of
preservation easement, may agree to restore the
facade to its original state; conversely, the hold-
er of a facade easement may agree to undertake
restoration. In either case, the preservation
easement would impose affirmative obligations.
Subsection (S) treats both interests as easements
and establishes that neither would be unenforce-
able solely because it is affirmative in nature.

Subsections (6) and (7) preclude the touch and
concern and privity of estate or contract defens-
es, respectively. Strictly speaking, they do not
belong in the Act because they have traditionally
been asserted as defenses against the enforce-
ment not of easements but of real covenants and
of equitable servitudes. The case law dealing
with these three classes of interests, however,
had become so confused and arcane over the
centuries that defenses appropriate to one of
these classes may incorrectly be deemed applica-
ble to another. The inclusion of the touch and
concern and privity defenses in Section 4 is a
cautionary measure, intended to safeguard con-
servation and preservation easements from in-
validation by courts that might inadvertently
confuse them with real covenants or equitable
servitudes.

Action in Adopting Jurisdictions

VvUdoM ftoo Official Tut

CHtrict of Colombia. OtniU this section.

Milne. In subsec. (1), inserts “or does not run with"
following "'to™".

Adds i subsec. (8) which rods: "It does not run to the
successor snd uiigns of the holder."”

Mialalpfl. Introductory mitenil rods: A cotunvi-
tion easement shill be vilid despite the following™.

In subeec. (2), substitutes “It msy be' for “It cm be".

Texaa. In subtec. (5), subeurutes ""on' for "upon™ in
both instances.

Wisconsin.  Mikes minor linguige changes not affecting
substance.

Library References

Health tnd Environment «=*25.3(4).
CJ.J. Health and Environment §j 91 e« seq., 130. 132.

§ 5. [Applicability]

N\

-iJ

(a) This Act applies to any interest created after its effective date which complies with
this Act, whether designated as a conservation easement or as a covenant, equitable

servitude, restriction, easement, or otherwise.

(b) This Act applies to any interest created before its effective date if it would have
been enforceable had it been created after its effective date unless retroactive application
contravenes the constitution or laws of this State or the United States.

(c) This Act does not invalidate any int~-est, whether designated as a conservation or
preservation easement or as a covenant, equitable servitude, restriction, easement, or
otherwise, that is enforceable under other law of this State.

COMMENT

There are four classes of interests to which 65
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LEGASLATIVE AHFAIRS AGENCY
MEMO RAMD UM March 9, 1989
SUBJECT: Conservation easements and their

abuse: SB 123

TO: Senator Jan Faiks, Chair
Senate Judiciary Compiittee

FROM: Richard A. Bradley
Legislative Counsel

Chris Christensen has asked that | suggest a solution to the
concern that there will be efforts to evade municipal ad
valorem property taxation by the use of conservation ease-
ments .

The use of the conservation easement should result in a de-
crease in the value of the property since some of the rights
to the use of the property have been transferred to a munic-
ipality or a nonprofit corporation.

The easy answer is to provide for some penalty on an incon-
sistent use or the transfer of the easement to the owner of
the property that is the subject of the easement; such a
transfer would result in the merger of the two estates and
the elimination of the conservation easement.

While there are undoubtedly myriad ways of achieving this

goal, | note the existence in state law of a similar pro-
vision that applies a sanction on the transfer of property
receiving the beneficial farm use assessment. | refer to AS

29.45.060, primarily subsections (a) and (b); those sub-
sections provide:

Sec. 29.45.060. FARM OR AGRICULTURAL LAND. (a) Farm
use land included in a farm unit and not dedicated or
being used for nonfarm purposes shall be assessed on
the basis of full and true value for farm use and may
not be assessed as if subdivided or used for some other
nonfarm purpose. The assessor shall maintain records
valuing the land for both full and true value and farm



Senator Jan Faiks
Page
March 9, 1989

is conveyed to the owner of the property, the owner
shall pay to the municipality an amount equal to the
additional tax at the current mill levy together with
eight percent interest for the preceding 10 years, as
though the land had not been assessed subject to the
conservation easement.

(b) To secure the assessment under this section, an
owner of land subject to a conservation easement must
apply to the assessor before May 15 of each year in
which the assessment is desired. The application shall
be made upon forms prescribed by the assessor and shall
include information that may reasonably be required to
determine the entitlement of the applicant.

Note some changes suggested.

Since there is no reimbursement to the municipality from the
state, | have eliminated the participation by the state as-
sessor and the references to the state.

I have suggested a ten year payback period, in place of the
seven year in AS 29.45.060.

If I may be of further assistance, please advise.

RAB:gc
WKG7/122
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MEMORANDUM

TO: Senator Jan Faiks
FROM: John Reese
DATE: March 9/ 1989
RE: S.B. 123
S.B. 123. Implications of conservation easement on:
1. Elimination of properties from tax base/ and
2. Ability of owner of property to control wuse of

easement or even obtain return of easement by donation to a sham
non-profit organization.

* * *
1. Tax Base. Obviously/ donation of the
removes the segment of the property from the tax base. Property

taxes are a function of market value/ and the limitation of the
easement may frequently reduce the market value of a property.
In somesituations/ the nature of a particular easement may
virtually eliminate the marketability of a property and/
therefore/ its contribution to the general tax base.

On the other hand/ this 1is not reallya change in

the law. Presently/ any owner of a property can donate the
property to a qualified non-profit group/ church/ charity/ etc./
and thereby remove it from the tax base. The question is whether

there are any controls on the process.
The controls are simple economics.

What the person gives up by donating the easement

is valued according to the market. If it is insignificant (e.g.
cannot <change the facade of a building for five years)/ the

market value will change little. If it 1is substantial (e.g.
donation of prime development acreage to be used as park land)/
the loss to the tax rolls would be huge. But the donator loses
the value of what 1is donated - very little in the first example
and a lot 1in the second. The tax loss 1is a small part of the
loss in either case. The willingness of the contributor is
tempered byhis or her own personal financial well being/

possibly the most effective control 1in our society.

But/ is it subject to abuse? This brings us to
the second issue.

easemen
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. 2. Easeme,, aa a Ruse to. Avoid Taxes. F”W
jit s mportant to not% ttia't the basic raottvatton control/ se
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ALASKADTATE LEGISLATURE
HOUSE OF REPRESENTATIVES
RESEARCH AGENCY

P O. Box V, Slate Capitol
Juneau. Alaska 998110100
Mail Stop J 100
(907) 4650991

February 19, 1988

MEMORANDUM
TO: Representative Sam Cotten
ATTN: Ned Farquhar

FROM: Karen Oakleyv~”™
Legislative Analyst

RE: Conservation Easerents
Research Request 88.138

You asked for information on conservation easement statutes in other
states. You also asked what federal and Ilocal tax benefits a landowner
achieves by granting a conservation easement and how conservation easements
affect federal and local government revenues.

In  this memorandum, we present background information on easements in

general and on conservation easements in particular, and discuss the
conservation easement statutes of other states; the tax and revenue
consequences of ~conservation easements; and the applicability of

conservation easements to the Alaska situation.

The primary source of information presented in this memorandum is Powell on
Real Property. Vol. 3, Chapter 34A entitled "Conservation Easements," by
William R. Ginsberg, published by Matthew Bender and Co. This article
provides a definitive and very readable review of the topic and is attached

(Attachment A).

In summary, we found:

The conservation easement is a well-established legal concept and is
widely used throughout the United States as a means to protect
scenic or other natural values of private land and to preserve
historic structures.

Because a conservation easement is held by a person, rather than by '
an adjacent parcel, the easement is considered to be held In gross.

Under common law, an easement in gross cannot run with the land. To

ensure that a conservation easement is enforceable in perpetuity,

this common law deficiency must be corrected by statute.
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Alaska is one of only four states that does not have a conservation
easement statute.
State statutes typically specify: the purposes for which easements
may be made; the types of organizations that are eligible to receive
an easement; the duration of an easement; and the parties that are
empowered to enforce the terms of an easement. In specifying the
purposes, holders and enforcers of conservation easements, states
vary considerably.
Landowners that donate a conservation easement to a charitable
organization are eligible for a federal income tax deduction. Land-
owners granting a conservation easesnent may also pay less local
property tax due to decreased value of the parcel.
Governments are the most common holders of conservation easements,
and easements represent a cost-effective way for governments to
protect the public value of private land. The revenue foregone by
allowing conservation easements is considerably Iless than the cost
of fee simple purchase of land.
Native corporations are the major private Ilandowners in Alaska.
Conservation easements may provide a way to protect portions of
these lands from development while still allowing subsistence use.
BACKGROUND

Easements In General

An easement is a legal agreement between a property owner and the holder of
the easement that affects the present owner's and all future owners' use of
the property. An easement is a limitation on the possessory rights of an
owner in the form of an enforceable property right.

Easements may be negative or affirmative. A negative easement restricts
the use to which land subjectto the easement may be put.An affirmative
easement grants the right to perform certain activities on the property,
such as the right to cross theland or to erect powerlines.
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An easement may also be either "appurtenant"” or "in gross." An easement
appurtenant is the most familiar form of easement and refers to the situa-
tion where two parcels of land, wusually adjacent, are held by different
owners, and one parcel is benefitted and the other parcel burdened by the
grant of certain rights, for example, the right to cross. If the owner of
Parcel A grants a right-of-way to the owner of Parcel 8, the right of the
owner of Parcel B to cross Parcel A becomes one of the property rights that
comes with ownership of Parcel B. A right-of-way is an affirmative appur-
tenant easement that lasts in perpetuity and runs with the land.

In contrast to the easement appurtenant which transfers property rights
from one parcel to another, the easement in gross transfers property
rights from one parcel to a person, corporate or natural, that owns no land
at all. Under common law, the easement in gross is not assignable and
cannot run with the land.

The Conservation Easement

The conservation easement is a restriction on the use of real estate. The
easement is wusually held by a nonprofit "or governmental entity and is a
negative easement in gross. A conservation easement has specific purposes
commonly including the protection of natural, scenic or open space values
or preserving the historical or cultural aspects of real property.
Conservation easements were first employed in the late 1880s in Boston to
protect parkways. During the 1930s, the U.S. Fish and Wildlife Service
began to obtain easements as a means to preserve wetlands for migratory
waterfowl. The National Park Service also began the practice of pur-
chasing scenic easements along highways. In the 1960s, many states
authorized the acquisition of scenic easements along highways tc take
advantage of federal funds made available for that purpose by the Federal

Highway Beautification Act.

the applicability of the

As the use of scenic highway easements developed,

easement to other objectives, such as preservation of open space or
historic preservation, was °d. Beginning with California in 1959 and
New York in 1960, many sta assed legislation authorizing government or
nonprofit organizations acquire conservation easements. The laws
removed the common law tdlment to holding an easement In gross in
perpetuity. By 1975, ;ates had conservation easement statutes; by
1984, 44 states had cc it lon easement statutes (see following section
fora discussion of sta tutes).

Although the highway bt ication act had an important Influence on the
development of the coni ".lon easement, the 1964 determination by the
Internal Revenue Servicp the value of a conservation easement donated

to a charitable organizatk
probably had an even greater

\s deductible for federal income tax purposes

Tect.
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In 1985, the Land Trust Exchange, a national association of land trusts,
publl.hed a study of the wuse of conservation easements throughout the
United States (Attachment B). They found that over 1,7 million acres were
protected by conservation easements. Of these easements, 1.2 million acres
were held by the federal government, 200,000 by state and local governments
and 350,000 acres by nonprofit organizations.

CONSERVATION EASEMENT STATUTES IN OTHER STATES

The primary purpose of a state conservation easement law Is to overcome the
short term nature of an easement in gross under the common law. Because an
easement in gross, wunder the common law, does not run with the land and
therefore does not last in perpetuity, the conservation easement must be

created in statute.

Almost all states have adopted some type of conservation easement statute
during the past 30 years. In 1981, the National Conference of Com-
missioners on Uniform State Laws approved a Uniform Conservation Easement
Act (Attachment C). Many of the states that adopted a conservation

easement statute during the 1980s fashioned their statutes after this

uniform act.

In establishing the conservation easement, state statutes typically address

four topics:

1) Purpose. Some states may allow conservation easements to be used
to achieve a broad range of objectives, while other states restrict
the wuse of conservation easements to a few specifically defined

purposes.

2) Duration. State statutes generally provide that conservation
easements shall be in perpetuity or of unlimited duration, unless
the parties provide otherwise in the document creating the restric-
tions. Some states set a minimum tern of 10 to 15 years.

JThe only states that have not adopted a conservation easement
statute are Alaska, Hawaii, Kansas and Wyoming.

~Under the |IRS code, the tax benefits from donating a conservation
easement accrue only if the easement runs in perpetuity.
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(3) Holders. State statutes fall into two categories with respect to
the parties that are permitted to hold a conservation easement:
those which allow only a government agency to receive an easement
and those which also allow private nonprofit organizations to
receive easements. Within these <categories, there are many
variations. For example, Mississippi allows only the Mississippi
Commission ori Wildlife Conservation to hold conservation easements.
South Carolina allows a variety of governmental agencies to hold
easements, but allows only one nonprofit organization, the Nature
Conservancy, to hold <conservation easements. In contrast, Utah
allows any party entitled to own real property interests to hold a
conservation easement.

(4) Enforcement. The success of a conservation easement in achieving
its objective depends in part on enforcement of the terms of the
agreement, and enforcement depends on having standing (and
resources) to sue. Few state statutes clearly specify the
categories of persons that have standing to enforce an agreement.
The Uniform act recommends that four classes, including third

parties, be granted standing.

Copies of conservation easement statutes from Oregon (1983), which s
patterned after the uniform act, Washington (1979), Connecticut (1971) and
Minnesota (1985) are attached as examples (Attachment D).

TAX AND REVENUE CONSEQUENCES OF CONSERVATION EASEMENTS

For the property owner that grants a conservation easement, both federal
Income taxes and local property taxes may be reduced. Conservation
easements therefore may act to reduce the tax revenues of the federal
government and of the local governments in which the conservation easements
lie. In this section, the tax consequences (for the individual) and the
revenue consequences (for governments) are discussed.

Federal Income Tax Consequences

Under the Internal Revenue Service (IRS) Code, the donation of a
conservation easement to a qualified charitable organization qualifies as a
tax-deductible charitable contribution. The IRS statute and implementing

regulations are attached in Attachment E, and a recent tax journal article
on obtaining the deduction for contribution of a conservation easement is
attached in Attachment F.
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The federal tax law on conservation easements is, as you might expect,

complex. In brief, to qualify for a charitable donation deduction, a
conservation easement must meet three tests: it must consist of a quali-
fied real property interest, be given to a qualified organization and be
used, in perpetuity, exclusively for <conservation purposes. Qualified

organizations must have both a commitment to protect the conservation
purposes of the donation and the resources to enforce the restrictions.

Qualified conservation purposes are defined as:

the preservation of land areas for outdoor recreation by, or the
education of, the general public;

the protection of relatively natural habitat of fish, wildlife or
plants or similar ecosystem;

the preservation of open space (including farmland and forest land)

where such preservation is: 1) for the scenic enjoyment of the
general public; or 2) pursuant to .a clearly defined federal, state
or local governmental conservation policy, and will vyield a

significant public benefit; or

the preservation of an historically Important land area or a
cert’ 5d historic structure.

Real Property Tax Consequences

Because a conservation easement severely |limits the wuses to which a
property may be put, the market value of the property should be reduced.
Since real property taxes are based on assessed valuation, conservation

easements should reduce property value and, thereby, Ilocal tax liability.
However, some local governments may fail to recognize a conservation
easement as a factor in the assessment of property burdened by a
conservation easement. To ensure that the effect of a conservation

easement is considered in the determination of assessed value, some state
statutes specifically address this topic (see the Oregon statute at

271.785).

3A former IRS attorney, Stephen J. Small, who helped write the
current conservation easement regulations, |Is now in private practice and
has recently written a book entitled The Federal Tax Law of Conservation
Easements. This book, as well as other memos on conservation easement tax

topics, are available from the Land Trust Exchange.
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Valuation of Conservation Easements

The primary Issue that arises with both the deductibility of a

conservation easement donation and local property tax assessment 1s the
valuation of a conservation easement. Under the |IRS code and under most
local taX-_assessment codes, the value of an easement fs Us fair_market
.value.,., As a" practical matter, however, there is no market Tor conservation
easements. They are not ordinarily bought and sold, thus there is no

direct method to determine their market value.

The traditional method of valuing a conservation easement is the "before
and after"” approach where the value of the easement is equal to the
difference between the fair market value of the total property before
granting of the easement and the fair market value of the property after
the easement. Since there have been very few sales of properties encum-
bered by co "*vation easements, the "after" wvaluation is difficult to

determine.

Another method of valuing conservation easements for IRS purposes has beeni
used: the .ggoiparable sales method. The comparable sales method suffers
from the same drawbacTT'as "the '"Before and after"” method; sales data on

which to base an appraisal are sparse.

Issues of conservation easement valuation are discussed in gitUer detail
in Attachment A, pp. 55-63, and in Attachment F.

Effect on Federal and Local Government Revenues

Obviously, conservation easements cause a decrease in federal income tax
revenues and in local property tax revenues, but as yet, no one has
attempted to quantify these decreases.

The Land Trust Exchange (in their 1985 survey) found that some Ilocal

governments were opposed to conservation easements because they feared
erosion of their tax bases. However, only 21 percent of the respondents to
the survey indicated that any of their easements had reduced property
taxes. Mr. Ginsberg in (his article at pp. 53 - 54) noted that fears of

erosion of the tax base have little basis in fact:

Any meaningful diminution in the tax base as a result of
conservation easements is highly unlikely in most jurisdictions
where the major portion of assessed value is based on Improvements,
not land. If a reduction in assessed value occurs as a result of
conservation easements,there would be countervailing economic and
environmental benefits. These would Include a reduction In the

demand for (and costs of) public services, and enhanced values of
other property in the area.
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For both the federal and local governments, conservation easements
represent a cost-effective way to secure open space or to protect other
conservation values. As the Land Trust Exchange found, the vast majority
of conservation easements are held by federal, state and Ilocal govern-
ments. Had these governments been required to purchase these properties in

fee simple to protect the desired values, the costs would be considerably
greater than the foregone tax revenues

APPLICATION TO ALASKA

Although Alaska does not have d conservation easement statute, Title 29
(Municipal Code) recognizes the possibility of such easements. Alaska
Statute 29.45.050, which specifies the optional exemptions and exclusions
that a local government may include in its property tax code, allows a
local government to exempt from taxation a conservation easement that Is
granted to a governmental body in perpetuity [AS 29.45.050(e)). bince
Alaska statutes do not currently provide for conservation easements, this
section of the Municipal Code presumably has not yet had any practical

effect.

In Alaska, the majority of land is owned by federal, state and local
governments, and some persons might question the need for a conservation
easement statute. In this regard, it is important to remember that a
conservation easement is an agreement entered into voluntarily by a
property owner. For some persons, the federal and local tax benefits may

be the primary reason that they wish to enter into such an agreement,
although the Land Trust Exchange .ound that most landowners granting
conservation easements were motivated by a desire to preserve unique
character 1strictm of--ethe+r-7;Tarrd-"™_ A" conservation easement statute merely
provides private landowners with an option for protecting their land.
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A conservation easement statute may be of particular interest to native
landowners concerned witli protecting lands wused for subsistence. Native
corporations are major private landowners in Alaska. In theory, there s
no reason that a native corporation could not grant a conservation easement
to a governmental or nonprofit organization for the purposes of protecting

its land. The conservation easement is a voluntary agreement made by a
private landowner, and the agreement can include any variety of terms and
conditions. Such an agreement would presumably preclude all future

development (negative easement) but allow an affirmative easement allowing
the landowners to enter the property to pursue subsistence activities.
Conservation easement agreements commonly include such affirmative
easements for the purposes of inspection and enforcement.

I hope you find this information useful. If we can provide any additional
Information, please let me know.

Attachments

~“We have not attempted to research the Alaska Native Claims
Settlement Act, the Alaska National Interest Lands Conservation Act, or the
recent 1991 amendments to see whether these statutes contain any provisions
that would preclude a native corporation from entering into a conservation
easement agreement; nor have we attempted to ascertain whether any federal
income tax benefits would accrue to a native corporation granting a
conservation easement for subsistence. You may wish to have an attorney

undertake these analyses.
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APPENDIX C

U niform

Conservation

Easement A ct

National Conference of Commissioners
on Uniform State Laws

Historical Note

The Uniform Conservation Easement Act was approved
by the National Conference of Commissioners on Uni*
form State Laws in 1981. The complete text of the act,
the prefatory note, and comments are set forth here.

Commissioners' Prefatory Note

The Act enables durable restrictions and affirmative obli-
gations to be attached to real property to protect natural
and historic resources. Under the conditions spelled out
In 'he Act, the restrictions and obligations are immune
fit.in certain common law impediments which might
otherwise be raised. The Act maximises the freedom of
the creators of the transaction to impose restrictions on
the use of land and improvements in order to protect them,
and it allows a similar latitude to impose affirmative duties
for the same purposes. In each instance, if the require-
ments of the Act are satisfied, the restrictions or affirma-
tive duties are binding upon the successors and assigns of
the original parties.

The Act thus makes it possible for Owner to transfer a
restriction upon the use of Blackacre to Conservation,
Inc., which will be enforceable by Conservation and its
successors whether or not Conservation has an interest in
land benefited by the restriction, which is assignable
although unattached to any such interest in fact, and which
has not arisen under circumstances where the traditional
conditions of privity of estate and 'touch and concern™
applicable to covenants real are present. So, also, the Act
enables the Owner of Heritage Home to obligate himself
and future owners of Heritage to maintain certain aspects
of the house and to "ave that obligation enforceable by
Preservation, Inc., even though Preservation has no inter-
est in property benefited by the obligation. Further, Pres—
ervation may obligate itself to take certain affirmative

C-|

actions to preserve the property. In each case, under the
Act, the restrictions and obligations bind successors. The
Act does not itselfimpose restrictions or affirmative duties.
It merely allows the parties to do so within a consensual
arrangement freed from common law impediments, if the
conditions of the Act are complied with.

These conditions are designed to assure that protected
transactions serve defined protective purposes (Section 1))
and that the protected interest is in a "holder" which is
either a governmental body or a charitable organiiation
having an interest in the subject matter (Sectirn 1(2)).
The interest may be created in the same manner as other
easements in land . (Section 2@)). The Act also enables
the parties to establish a right in a third party to enforce
the terms of the transaction (Section 3@()) if the pos-
sessor of chat right is also a governmental unit or charity
(Section 1(3)).

The interests protected by the Act are termed “ease-
ments.” The terminology reflects a rejection of two alter-
natives suggested in existing state acts dealing with non-
possessory conservation and preservation interests. The
first removes the common law disabilities associated with
covenants real and equitable servitudes in addition to those
associated with easements. As statutorily modified, these
three common law interests retain their separate existence
as instruments employable for conservation and preser-
vation ends. The second approach seeks to create a novel
additional interest which, although unknown to the com-
mon law, is, in some ill-defined sense, a statutorily mod-
ified amalgam of the three traditional common law interests.

The easement alternative is favored in the Act for three
reasons. First, lawyers and courts are most comfortable
with easements and casement doctrine, less sowith restric—
tive covenants and equitable servitudes, and can be expected
to experience severe confusion if the Act opu for a hybrid



fourth interest. Second, the easement is the basic less-
than—fec interest at common law; the restrictive covenant
and the equitable servitude appeared only because of then-
current. but now outdated, limitations of casement doc-
trine. Finally, nonpossessory interests satisfying the
requirements of covenant real or equitable servitude doc-
rrinc will invariably meet the Act's less demanding require—
ments as “easements.” Hence, the Act's casement orien-
tation should not prove prejudicial to instruments drafted
as real covenants or equitable servitudes, although the
converse would not be true.

In assimilating these easements to conventional ease-
ments, the Act allows great latitude to the parties to the
former to arrange their relationship as they see fit. The
Act differs in this respect from some existing statutes, such
as that in effect in Massachusetts, under which interests
ofthis nature are subject to public planning agency review.

There are both practical and philosophical reasons for
noc subjecting conservation easements to apublic ordering
system. The Act has the relatively narrow purpose of
sweeping away certain common law impediments which
might otherwise undermine the easements' validity, par-
ticularly those held in gross. If it is the intention to facil-
itate private grants that serve the ends of land conserva-
tion and historic preservation, moreover, the requirement
ofpublic agency approval adds a layer o f complexity which
may discourage private actions. Organizations and prop-
erty owners may be reluctant to become involved in the
bureaucratic, and sometimes political, process which pub-
lic agency participation entails. Placing such a require-
ment in the Act mav dissuade a state from enacting it for
the reason chat the state does noc wish to accept the
administrative and fiscal responsibilities ofsuch a program.

In addition, controls in the Act and in other state and
federal legislation afford further assurance that the Act
will serve the public interest. To begin with, the very
adoption of the Act by a state legislature facilitates the
enforcement of conservation easements serving the p blic
interest. Other types of easements, real covenants, and
equitable servitudes are enforceable, even though their
myriad purposes have seldom been expressly scrutinized by
state legislative bodies. Moreover, Section 1(2) of the Act
restricts the entities that may hold conservation and pres-—
ervation easements to governmental agencies and chari-
table organizations, neither of which is likely to accept
them on an indiscriminate basis. Governmental programs
that extend benefits to private donors of these easemenrs
provide additional controls against potential abuses. Fed-
eral tax statutes and regulations, for example, rigorously
define the circumstances unde: which casement donations
qualify for favorable tax treatment. Controls relating to
real estate assessment and taxation of restricted properties
have been, or can be, imposed by state legislatures to pre-
vent easement abuses or to limit potential loss of local
property tax revenues resulting from unduly favorable
assessment and taxation of these properties. Finally, the
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American legal system generally regards private ordenng
of property relationships as sound public policy. Absent
conflict with constitutional or statutory requirements,
conveyances of fee or nonpossessory interests by and among
private entities are the norm, rather than the exception,
in the United States. By eliminating certain outmoded
easement impediments which are largely attributable to
the absence of a land-title recordation system in England
centuries earlier, the Act advances the values implicit in
this norm.

The Act does not address a number of issues which;
though of conceded importance, are considered extra-
neous to its primary objective of enabling private parties
to enter into consensual arrangements with charitable
organizations or governmental bodies to protect land and
buildings without the encumbrance of certain potential
common Itw impediments (Section 4). For example, with
the exception of the requirement of Section 2(b) that the
acceptance of the holder be recorded, the formalities and
effects of recordation are left to the state's registry system;
an adopting state may wish to establish special indices for
these interests, as has been done in Massachusetts.

Similarly unaddressed are the potential impacts of a sates
marketable title laws upon the duration of conservation
easements. The Act provides that conservation easements
have an unlimited duration unless the instruments creat-
ing them provide otherwise (Section 2(c)). The relation-
ship between this provision and the marketable tide act
or other statutes addressing restrictions on real property of
unlimited duration should be considered by the adopting
state.

The relationship between the Act and the local teal
property assessment and taxation practices  not dealt
with; for example, the effect of an easement upon the
valuation of burdened real property presents issues which
are left to the state and local taxation system. The Act
enables the structuring of transactions so as to achieve tax
benefits which may be available under the Internal Rev-
enue Code, but parties intending to attain them must be
mindful of the specific provisions of the income, estate,
and gift rax laws which are applicable. Finally, the Aa
neither limits nor enlarges the power of eminent domain;
such matters as the scope of that power and the entitle-
ment of property owners to compensation upon its exercise
are determined not by this Act but by the adopting sates
eminent domain code and related statutes.

Uniform Conservation Easement Act,
1981 Act

An Act to be known as the Uniform Conservation Ease-
ment Act, relating to (here insert the subject matter
requirements of the various states).
Sec. 1. Definitions.
Sec. 2. Creation, Conveyance, Acceptance, and
Duration.



Sec. 3. Judicial Actions.

Sec. 4. Validity.

Sec. 5. Applicability.

Sec. 6. Uniformity of Application and Construction.

§1. [Definitions]

As used in this Act, unless the context otherwise requires:

(D “Conservation casement* means a nonpossessory
interest of a holder in real property imposing limitations
or affirmative obligations, the purposes of which include
retainingorprotcctingnatural, scenic, oropen>spacc values
of real property, assuring its availability for agricultural,
forest, recreational, or open-space use, protecting natural
resources, maintaining or enhancing air or water quality,
or preserving the historical, architectural, archaeological,
or cultural aspects of real property.

@ “Holder" means:

@©® agovernmental body empowered to hold aninterest

in real property under the laws of this State or the United
States; or
* () acharitable corporation, charitable association,
or charitable trust, the purposes or powers of which
include retaining or protecting the natural, scenic, or
open-space values of real property, assuring the avail-
ability of real property for agricultural, forest, recrea-
tional, or open-space use, protecting natural resources,
maintaining or enhancing air or water quality, or pre-
serving the historical, architectural, archaeological, or
cultural aspects of real property.

@ ‘“Third-party right of enforcement™ means a right
provided in aconservat.on easement to enforce any of its
terms granted to a governmental body, charitable corpo-
ration, charitable association, or charitable trust, which,
although eligible to be a holder, is not a holder.

Commissioners’ Comment

Section 1 defines three central elemsnts: What is meant
by a conservation easement; who can be a holder; and

who can possess a *'third—party right of enforcement.” Only
those interests held by a “holder," as defined by the Act,

fall within the definitions of protected easements. Such
easements are defined as interests in real property. Even if
so held, the easement must serve one or more of the fol-
lowing purposes: protection of natural or open-space
resources; protection of air or waccr quality; preservation
of the historical aspects of property; or other similar objec-
tives spelled out in subsection (.

A ‘holder™ may be agovernmental unit having specified
powers (subsection (2)())or certain types of charitable
corporations, associations, and trusts, provided that the
purposes of the holder include those same purposes for
which the conservation casement could have been created
in the first place (subsection (2)(@). The word “chari-
table* in subsections 1(2) and (3), describes organizations
that are charities according to the common law definition
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regardless of their status as exempt organizations under any
tax law.

Recognition of a “third-party right of enforcement*
enables the parties to structure into the transaction aparry
that is not an easement "holder," but which, nonetheless,
has the right to enforce the terms of the easement (Sec-
tions 1(3), 3@(3)). But the possessor of the third—party
enforcement right must be agovernmental body or achar-
itable corporation, association, or trust. Thus, if Owner
transfers a conservation easement on Bladcacre to Con-
servation. Inc, he could grant to Preservation, Inc, a
charitable corporation, the right to enforce the terms of
the easement, even though Preservation was not the holder,
and Preservation would be free of the common law imped-
iments eliminated by the Act (Section 4). Under this Act,
however, Owner could not grant a similar right to Neigh-
bor, a private person. But whether such a grant might be
valid under other applicable law of the adopting state is
left to the law of that state (Section 5©))-
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82, 6Creation, Conveyance, Acceptance,
and Duration]

(@ Except as otherwise provided in this Act, a con-
servation easement may be created, conveyed, recorded,
assigned, released, modified, terminated, or otherwise
altered or affected in the same manner asother easements.

@) No right or duty in favor of or against a holder and
no right in favor of a person having a third—party right <y
enforcement arises under a conservation easement before
its acceptance by the holder and a recordation of the
acceptance. * e

(© Except as provided in Section 3(b), a'conservation
easement is unlimited in duration unless the instrument
creating it otherwise provides.

(@ An interest in real property in existence at the time
a conservation easement is created is not impaired by it
unless the owner of the interest is a party to the conser-
vation easement or consents to it.

Commissioners’ Comment

Section 2(@) provides that, except to the extent otherwise
indicated in the Act, conservation easements are indistin-
guishable fiom easements recognized under the pre—Act
law of the state in terms of their creation, conveyance,
recordation, assignment, release, modification, termina-
tion, or alteration. In this regard, subsection @) reflects
the Act's overall philosophy of bringing less-than—fee con-
servation interests under the formal easement rubric and
of extending that rubric to the extent necessary to effec—
tuate the Actspurposes given the adopting states existing



common law and statutory framework. For example, the
state s requirements concerning release of conventional
casements apply aswell to conservation easements because
nothing in the Act provides otherwise. On the other hand,
if the state's existing law does not permit easements in
gross to be assigned, it will not be applicable to conser-
vation easements because Section 4(2) effectively author-
ises their assignment.

Conservation and preservation organisations using
easement programs have indicated a concern that instru-
ments purporting to impeoeaffirmative obligations on the
holder may be unilaterally executed by grantors and recorded
without notice to or acceptance by the holder ostensibly
responsible for the performance of the affirmative obli-
gations. Subsection (©) makes clear that neither a holder
nor a person having a third—party enforcement right has
any rights or duties under the easement prior to the recor-
dation of the holders acceptance of it.

The Act enables parties to create a conservation ease-
ment of unlimited duration subject to the power ofa court
to modify or terminate it in states whose case or statute
law accords their courts thac power in the case of ease-
ment. See Section 3(b). The latitude given the parties is
consistent with the philosophical premise of the Act.
However, there are additional safeguards; for example,
easements may be created only for certain purposes and
may be held only by certain “holders." These limitations
find their place comfortably within similar limitations
applicable to charitable crusts, whose duration may also
have no limit. Allowing the parties to create such ease-
ments also enables them to fit within federal tax law
requirements thac the interest be “in perpetuity™ if certain
tax benefits are to be derived.

Obviously, an easement cannot impair prior tights of
owners of interests in the burdened property existing when
the easement comes into being unless those owners join
in the easement or consent to it. The easement property
thus would be subject to existing liens, encumbrances and
other property rights (such as subsurface mineral rights)
which pre-exist the easement, unless the owners of those
rights release them or subordinate them to the easement.

(Section 2(d).)
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§3. [Judicial Actions]

(@ a person authorized by other law.

@® This Act does not affect the power of a court to

modify or terminate a conservation casement in accord—
ance with the principles of law and equity.

Commissioners' Comment
Section 3 identifies four categories of persons who may
bring actions to enforce, modify, or terminate conserva—
tion easements, quiet title to parcels burdened by conser—
vation casements, or otherwise affect conservation esse-
-menu. Owners of interests in real property burdened by
easements might wish to sue in cases where the casemenu
also impose duties upon holders and these duties are breached
by the holders. Holders and persons having third—party
rights of enforcement might obviously wish to bring suit
to enforce restrictions on the owners' use of the burdened
properties. In addition to these three categories of persons
who derive their standing from the explicit terms of the
easement itself, the Act also recognizes that the state's
other applicable law may create standing in other persons.
For example, independently of the Act, the attorney gen-
eral could have standing in his capacity as supervisor of
charitable truss, either by statute or at common law.

A restriction burdening real property in perpetuity or
for long periods can fail of is purposes because of changed
conditions affecting the property or iu environs, because
the holder of the conservation easement may cease to
exist, or for other reasons not anticipated at the time of
iu creation. A variety ofdoctrines, including the doctrines
of changed conditions and cy pres, have been judicially
developed and, in many states, legislatively sanctioned as
a basis for responding to these vagaries. Under the changed
conditions doctrine, privately created restrictions on land
use may be terminated or modified if they no longer sub-
stantially achieve their purpose due to the changed con-
ditions. Under the statute or case law of some states, the
court's order limiting or terminating the restriction may
include such terms and conditions, including monetary
adjustments, as it deems necessary to protect the public
interest and to assure an equitable resolution of the prob-
lem. The doctrine is applicable to real covenants and equi-
table servitudes in all states, but its application to ease-
ments is problematic in many states.

Under the doctrine ofcy pres, if the purposes of achar-
itable trust cannot be carried out because circumstances
have changed after the trust came into being or, for any
other reason, the settlorscharitable intentions cannot be
effectuated, courts under their equitable powers may pre—
scribe terms and conditions that may best enable the gen-

@ An action affecting a conservation easement may eral charitable objective to be achieved while altering spe-

be brought by:
(@ an owner of an interest in the real property bur—
dened by the easement;
@ a holder of the easement;

@® a person having a third—party right of enforce-

ment; or
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cific provisions of the trust. So, also, in cases where a
charitable trustee ceases to exist or cannot carry out its
responsibilities, the court will appoint a substitute trustee
upon proper application and will not allow the trust to
fail.

The Act leaves intact the existing case and statute law



%

of adopting states as it relates to the modification and
termination of easements and the enforcement of chari-
table trusts.
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8- [Validity]

A conservation easement is valid even though:
@ it is not appurtenant to an interest in real property;
(@ it can be or has been assigned to another holder;
@ it is not of a character that has been recognized
traditionally ac common law;
@ it imposes a negative burden;
®) it imposes affirmative obligations upon the owner
ofan interest in the burdened property or upon the holder,
® the benefit does not touch or concern real property;
or (/) there is no privity of estate or of contract.

Commissioners’ Comment

One of the Act's basic goals is to remove outmoded com-
mon law defenses thac could impede the use of easements
for conservation or preservation ends. Section 4 addresses
this goal by comprehensively identifying these defenses
and negating their use in actions to enforce conservation
or preservation easements.

Subsection ) indicates that easements, the benefic of
which is held in gross, may be enforced against the grantor
or his successors or assigns. By stating chat the easement
need not be appurtenant to an interest in real property, it
eliminates the requirement in force in some states that the
holder of the easement must own an interest in real prop-
erty (the “dominant estate’") benefited by the easement.

Subsection () also clarifies common law by providing
that an casement may be enforced by an assignee of the
holder.

Subsection () addresses the problem posed by the com-
mon law's recognition of easements that served only a
limited number of purposes and its reluctance to approve
so-called “novel incidents." Easements serving the conser-
vation and preservation ends enumerated in Section 1(D
might fail of enforcement under this restrictive view.
Accordingly, subsection (@) establishes that conservation
or preservation easements are not enforceable solely because
they do not serve purposes or fall within the categories of
easements traditionally recognited at common law.

Subsection @) deals with a variant of the foregoing
problem. The common law recognized only a limited num-
ber of “negative easements"— those preventing the owner
ofthe burdened land from performing acts on his land that
he would be privileged to perform absent the easement.
Because a far wider range of negative burdens than those
recognized at common law might be imposed by conser-
vation or preservation easements, subsection @) modifies
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the common law by eliminating the defense that a con-
servation or preservation easement imposes a “novel™ neg-
ative burden.

Subsection (B) addresses the opposite problem— the
unenforceability ar common law of an easement that imposes
affirmative obligations upon cither the owner of the bur-
dened property or upon the holder. Neither of those inter-
ests was viewed by the common law as true easements at
all. The first, in fact, was labeled a “spurious" easement
because it obligated the owner of the burdened property
to perform affirmative acts. (The spurious easement was
distinguished from an affirmative easement, illustrated by
a right-of-way, which empowered the easement's holder to
perform acts on the burdened property that the holder
would not have been privileged to perform absent the
casement.)

Achievement of conservation or preservation goals may
require that affirmative obligations be incurred by the bur-
dened property owner or by the easement holder or both.
For example, the donor of a facade easement, one type of
preservation easement, may agree to restore the facade u.
its original state; conversely, the holder of a facade ease-
ment may agree to underake restoration. In either case,
the preservation easement would impose affirmative obli-
gations. Subsection (%) treats both interests as easements
and establishes that neither would be unenforceable solely
because it is affirmative in nature.

Subsections ®)and () preclude the touch and concern
and privity of estate or contract defenses, respectively.
Strictly speaking, they do not belong in the Act because
they have traditionally been asserted as defenses against
the enforcement not of easements but of real covenants
and of equiable servitudes. The case law dealing with
these three classes of interests, however, had become :0
confused and arcane over the centuries that defenses
appropriate to one of these classes may inconeedy be deemed
applicable to another. The inclusion of the touch and
concern and privity defenses in Section 4 is a cautionary
measure, intended to safeguard conservation and preser—
vation easements from invalidation by courts that might
inadvertently confuse diem with real covenants or equi-
able servitudes.
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§5. [Applicability]

@ This Act applies to any interest created after its
effective date which complies with this Act, whether des-
ignated as aconservation easement or asa covenant, equi-
table servitude, restriction, easement, or otherwise.

@) This Act applies to any interest created before its
effective date if it would have been enforceable had it been



created after iu effective date unless retroactive applica-
tion contravenes the constitution or laws of this state or
the United States.

© This Act does not invalidate any interest, whether

designated as a conservation or preservation easement or
as acovenant, equitable servitude, resrriction, easement,
or otherwise, that is enforceable under other law of this
state.

Commissioners’ Comment
There are four classes of interest to which the Act might
be made applicable: () those created after iu passsge which
comply with it in form and purpose; (2 those created
before the Act’ passage which comply with the Act and
which would not have been invalid under the pertinent
pre-Act statutory or case law.either because the latter
explicitly validated interests of the kind recognized by the
Act or, at least, was silent on the issue; ) those created
either before or after the Act which do not comply with
the Act but which are valid under the state’ statute or
case law; and (@) those created before the Act’ passage
which comply with the Act but which would have been
invalid under the pertinent pre—Act statutory or case law.
It is the purpose of Section 5 to establish or confirm the
validity of the first three classes of interesu. Subsection
@ establishes the validity of the first class of interesu,
whether or not they are designated as conservation or
preservation easements. Subsection (©) establishes the
validity under the Act of the second class. Subsection.(c)
confirms the validity of the third class independently of
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the Act by disavowing the intent to invalidate any interest
that does comply with other applicable law.

Constitutional difficulties could arise, however, if die
Act sought retroactively to confer blanket validity upon
the fourth class of interests. The owner of the land osten-
sibly burdened by the formerly invalid interest might well
succeed in arguing that his property would be staken”
without just compensation were that interest subsequently
validated by the Act. Subsection (b) addresses this diffi—
culty by precluding retroactive application of the Act if
such application “contravenes the constitution or laws of
this state or the United States.” That determination, of
course, would have to made by a court.
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86 [Uniformity of Applicationand
onstruction]

This Act shall be applied and construed to effectuate its
general purpose to make uniform the laws with respect to
the subject of the Act among states enacting it.
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HOUSE or REPRESENTATIVES ©007) 003728
COMMITTEE ON RESOURCES

6(1) COMPROMISE

1. Rents and royalties will be paid on all state lands where
mining activity is taking place.

2. Rents and royalties will be paid on all offshore mining
leases.
3. The rental will be similar to the Governor's proposal in HB
99 except it will be capped at $2.50 rather than $5.00 and the
rental will be set in statute rather than regulation.

0 - 5 years $ .50 / acre

6 -10 years $ 1.00 / acre

11 or more $ 2.50 / acre

The rental would be increased every 10 years based on the
Anchorage Consumer Price Index.

4. Royalty - 3% on the net income
5. Reclamation

Section 7. AS 27.05 is amended by adding a new section to
read:

27.05.250 RECLAMATION. (a) The commissioner shall require
reclamation of state land from the effects of mining.

(b) The commissioner shall adopt regulations under this
section and under AS 38 to implement (a) of this section. The
regulations must require a miner to submit to the commissioner
and receive approval on a reclamation plan before undertaking

any mining activity. The regulations must also establish
penalties for noncompliance with the regulations. On a
determination by the Commissioner that a miner has failed to
follow the reclamation plan, the commissioner shall require

proof of financial responsibility before the miner undertakes
any further mining activity.

(c) In order to provide to provide for an effective
reclamation program, when adopting regulations under this
section and AS 38, the commissioner shall consult with the
commissioners of environmental conservation and fish and game.

(d) This section does not apply to reclamation carried
out under AS 27.21.



Sec. 11. The commissioner of natural resources shall adopt the
regulations required by AS 27.05.250, added by Sec. 7 of this

Act, by July 1, 1991.

Sec. 14. Section 7 and 11 of this Act take effect June 1,
1990.
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COMMITTEE ON RESOURCES

Letter of Intent
For
HCS CS SB 139 (Res)

It is the intent of the legislature that the task force
established under the provisions of SB 139 shall consider the
implications of the Owsichek decision issued by the Alaska
Supreme Court on October 21, 1988 when developing the
resource-based management system for allocating big game
hunting opportunities among guide-outfitters.

It is the .intent of the legislature that the foremost
purpose of any management system should be the conservation of
game resources. Any system that places restrictions on free

market competition between guides must be based on clear
findings that such restrictions are needed to prevent harmful
impacts on game populations that cannot be prevented through
licensing requirements, bag limits, seasonal restrictions, or
other traditional game management tools that are now available
to the state.

Without a constitutional amendment, a system would have
to provide the broad access guaranteed by the common use

clause of the constitution. The system would have to have
access rights that are limited in duration, and the system
would have to provide equal opportunity to all qualified
guides when these rights are reassigned. In order to prevent
the development of non-uniform policies by various federal,
state, and private landowners, the system should have

statewide applicability.

Rep. Cliff Davidson Rep. Curt Menard
Co-Chair Co-Chair



STATE OF ALASKA BILL.VERSION HCS CSSB 139(Res)
1989 LEGISLATIVE SESSION PUBLISH.DATE

FISCAL NOTE J

REQUEST:

Revision Date: Affect Agency e« Legislative Affairs Agency
Title: An Act providing for retroactive BRU: Legislative Council

extension of the termination date of the Task...

Sponsor: House Resources Components Council & Subcommittees

Requestor: House Resources

EXPENDITURES/REVENUES: (THOUSANDS OF DOLLARS)

OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94
Personal Services 5.1 10.1 0 0 0 0
Travel 10.5 10.5 0 0 0 0
Contractual 3.0 3.0 0 0 0 0
Supplies 0 0 0 0 0 0
Equipment 0 0 0 0 0 0
Land & Structures

Grants, Claims

Miscellaneous

TOTAL OPERATING *18.6 23.6 0 0 0 0
CAPITAL 0 0 0 0 0 0
REVENUE 0 0 0 0 0 0
FUNDING: (THOUSANDS OF DOLLARS)

General Fund *18.6 23.6 0 0 0 0
Federal Fund

Other

TOTAL *18.6 23.6 0 0 0 0
POSITIONS:

Full-Time 0 0 .0 0 0 0
Part-Time 1 1 0 0 0 0
Temporary 0 0 0 0 0 0
ANALYSIS: (ATTACH A SEPARATE PAGE IF NECESSARY)

* FY 89 funding will be requested in the supplemental bill.

The Task Force on Guiding and Game was established under the jurisdiction of the Legislative

Council Committee. This bill version will add 2 members to the Task Force and extend the termination
date of the Task Force to Jan. 15, I1S590. The Task Force will be composed of 15 members, 3 from the
Executive Branch, 2 legislators from the Legislative Branch and 10 public members.

Prepared By: Pamela Stoops, Director \(U t V/tf—v" Phone: 465-3850
Division: Administrative Services Date: 3/8/89
Approved By: Warren Endicott, Executive Director A, /IX4'TCw,

Agency: Legislative Affairs Agency Date: 3/8/89
DISTRIBUTION (BY PREPARER) REQUESTOR

LEGISLATIVE FINANCE OFFICE OF MANAGEMENT & BUDGET
LEGISLATIVE SPONSOR AGENCY (IES)

Page 1 of 2
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CONTINUATION OF FISCAL ANALYSIS

It is assumed that travel funds for this task force will be paid as follows:

3 Executive Branch members - absorbed within existing executive branch departments.

2 Legislative Branch members - absorbed within existing Legislative Operating Budget

or Session Expenses.

10 Public members - paid by Legislative Council funds as projected below.

Projected expenses for the Task Force on Guiding and Game are as follows:

Personal Services - Staff for the Task Force:
Secretary, Range 14, Step A—3 months 1/2 time

Travel- 2 trips @ 366 x 10 members
2 days per diem (S80)

2 trips x 10 members

Contractual- Advertising-Public Notices

Supplies-  Will come from existing Legislative Council and Legislative

FY 89

5,100

7,320

3,200

3,000
18,600

full-time

Operating supplies.

Equipment- Will come from existing Legislative Council and Legislative Operating equipment.

FY 89 costs arefor one-half year.
FY 90 costs are for one-half year.

FY 90

10,100

7,320

3,200

3,000
23,620



STATE OF ALASKA BILL VERSION: CSSB 139 (Res)

1989 LEGISLATIVE SESSION PUBLISHDATE: 2/14/89
FISCAL NOTE

REQUEST;
Revision Date: Agency Affectal: Commerce A Economic Dev
Title: An Act providing for retroactive ggy / Occupational Licensing
pvrpn-ilnn of fhp ferni. Hare of the Task Force on Guiding and Game.
Sponsor:  Senate Resources Components :

Requestor: Senate Resources

EXPENDITURES/REVENUES: (Thousands of Dolars)
OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND <cSTRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING 0 0 0 0 0 0
CAPITAL
REVENUE 0 . 0 L 0 0 0

FUNDING: (Thousandso fDokrs)

GENERAL FUND

FEDERAL FUNDS

OTHER

TOTAL U u u u u u
POSITIONS:

FULL-TIME 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0
ANALYSIS :  (Attach a separate page if necessary)

Preparedby: Jennifer Strickler, Administrative O fficer . 465-2144

Division: Occupational Licensing n~. “ February 15. 1989
Approved by Commissioner: Larry Merculieff fr-s Tfym; \Vidh _

Agency: Commerce and Economic Development

Distribuu'on (by preparer):
Legislative Finance
Legislative Sponsor

Requestor
Office of Management and Budget . ,

Impacted Agency(ics) . 2L S —



STATE OF ALASKA BILL VERSION: CSSB 139 (Res)
1989 LEGISLATIVE SESSION PUBLISH DATE:

FISCAL NOTE

REQUEST:
Revision Date: 2/15/89 Agency Affected: Public Safety
Title: Retroactive extension of the BRU: Fish & wlld1life Protection
termination date of the Task Force
Sponsor: Senate Resources Component: Enforcement
Requestor: Senator Fahrenkamp

EXPENDITURES/REVENUES: (‘fhousands of Dollars (Inflation not Included)

OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING -0- -0- -0- -0- -0- -0-
0
CAPITAL -0- -0- —0- -0- -0- ‘-0-
REVENUE -0- -0- -0- - -0- -0- -0-
FUNDING: (Thousands of Dollars)

GF.NERAL FUND
FEDERAL FUNDS

OTHER . .

TOTAL —o o O O N o
POSITIONS:

FULL-TIME 0 0 0 0 0 0

PART-TIME 0 0 0 0 0 0

TEMPORARY 0 0 0 0 0 ) 0

ANALYSIS: (Attach a separate page If necessary)
This bill continues the existence of the Task Force on Guiding and Game.

No additional Impact, beyond that already being Incurred by DPS to
participate In Task Force meetings, |Is j;l-ntl_cii

FEB 16 1989

Prepared by: Cantaln Corad n. selnel LEGSLATIVE FlJ}lACE

Division: Fish & HIIldHfe Protection Date: 2/15/89

Approved by Commlssloner: ¢S ~v~~rthur English Date: 2/15/89
Agency: Department of Public SafMv




STATE OF ALASKA
OFFICE OF THE GOVERNOR

BILL ANALYSIS

OCPATfFfTUtHT 1C*Vtvo*1 1k u muuiu VOMOF
Fish S Came iKildllfe Conservation S3 139 Resources Committee

SO*T T J Of MX

Extension of Task Force on Cuidir.c md Cane

OeftfTUINT AO3/TX5M

Support
A I i /I o
f*tf AALO »T OATi COUM-WCWUTJ iKIHATUW / J y Cury 1
Lavne Reoelln r?/s9 WPAUﬂ I\/VUXUfl"‘" Z/2/27
SUMMARY
Department of Public Safety Big game commercial service providers

Department of Commerce & Economic Development Re3|d?nt and nonresident hunters usmg comrer
cial services

OAQAXIIArxxAXx scirfow fofi k u 0fQAxiArxxAx offormoH [0 n i
Unknown Unknown
ftVuU IMFACT: S HOK [ rwcaa xoT1 ateacxa

a*cxa*ouMaif£<i<*LANY« iktewt

The 198S Legislature created a task force on guiding and game to recon-
mend changes in the licensing of big game guides and outfitters. After creation of the task
force, the Alaska Supreme Court ruled that guides could not be granted exclusive rights to*
guide in an area. The task force broadened their mission to examine ways to manage the
guide/outfitter industry. The task force made numerous recommendations for change in Che
licensing of commercial users of big game chat are reflected in SB 1A0. The Cask force did
noc have adequate time to formulate recommendations for a new management system.

AMALT3J* Of HUJTWOOAXM CTHC"

Passage of this bill will result in extension of the task force on game and guiding uncCil
January 15, 1991. Membership on the task force will remain the same. The task force will
devise potential solutions for administering the guide/outfitter industry on state lands anc
all other lands in Alaska. Solutions will be based on an area management system using exis-

ting game management unit boundaries and consideration of the abundance and distribution of
big game resources.

AMOIOUCNTI ff'oronto

fUA *a ATTACH A KGTAAATT twCTT fO« IQOMOHAI COUMQgJrTI GVIAMAIrxa.

Coap»



F ALASKA BILL VERSION: CSSB139 (RES)

STATE 0
1989 LEGISLATIVE SESSION PUBLISHDATE: 2/16/89
FISCAL NOTE
REQUEST;
Revision Dale: . Agency Affected : Fish and Game
Title: An Act extending Task force BRU: W ilhlife Conservation
0n cruidfna rind game
Sponsor: Resources Components:_

Requestor: Senator.. Fahre.nkamp

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND A STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING 0 0 0 0 0 0

CAPITAL

REVENUE

FUNDING; (Thousands of Dollars)

GENERAL FUND
FEDERALFUNDS

OTHER
TOTAL 0" 0 0 U 0" T

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS : (Attach a separate page if necessary)

Prepared by : A A n Phone: ..mA»g
Division: Wildlife Cong”~r/vaftiond ” / no 2/1b/89
Approved by Commissioner: .. , } ............ .o — Date; )
Agency; Fish and game o /

7 N

Distribution (by preparer ):
Legislative Finance
Legislative Sponsor
Requester
OfBce of Management and Budget ,
Impaaed Agcncy(ies) PArc— of

1Z)7r'lg" {&)I<111&) Aofa g
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WORK DRAFT WORK DRAFT WORK DRAFT

6-0399E ==
Utermohle
2/15/89
Original sponsor- Resources Committee
IN THE HOUSE BY THE RESOURCES COMMITTEE
CS FOR HOUSE BILL NO. 113 (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION
A BILL
For anAct entitled: "An Act providing for retroactive extension of the

termination date of the Task Force on Guiding and
Game; 1increasing the membership of the Task Force on
Guiding and Game; authorizing certain agencies to
assist the Task Force on Guiding and Game; and
providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1.Section 14(d), ch. 160, SLA 1988, is repealed and re—
enacted to read:
(d) The task force terminates on the earlier of
(¢D) January 15, 1990; or
(2) the date of enactment into law of
(A) a licensing system for hunting guides and other
persons who provide services to hunters for the purpose of
facilitating the harvest of big game; and
(B) a management system for allocating rights of

access to big game to licensed guides.

* Sec. 2. Notwithstanding the qualifications for members of the Task
Force onGuidingand Game set out in sec. 1l1l4(a), «ch. 160, SLA 1988, the
members of thetask force on January 8, 1989, shall continue to serv"l until

they resign or the task force is terminated.
* Sec. 3. Notwithstanding the number and composition of the Task Force
on Guiding and Game set out in sec. 14(a), ch. 160, SLA 1988, the member —

ship of the task force 1is increased by two additional members appointed by

-1- CSHB 113 (Res)



WORK DRAFT WORK DRAFT WORK DRAFT

the governor. Persons appointed to the task force under this section shall
have expertise 1in research and analysis and, 1if possible, particular knowl —
edge in resource management or allocation systems. Persons appointed to
the task force under this section may not have a financial interest in any
business involving or related to the commercial taking of game.

* Sec. 4. The Office of the Governor, office of management and budget,
division of policy and the legislature®"s House Research Agency and Senate
Advisory Council shall provide information, data, research, analysis, and
technical assistance to the task force, as requested by the task force, for
the purpose of developing a management system for allocating rights of
access to big game to licensed guides.

* Sec. 5. Sections 1 - 4 of this Act are retroactive to January 8,

1989.

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

CSHB 113 (Res) -2-
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LEGS ATIVE AHFAIRS AGENCY
MEMORANDUM February 22, 1989

SUBJECT: Committee amendment to draft CS HB 113(Res)

O TR e
o G
1,178 BSLIR) SOUS e R

| would have drafted the amendment to read as follows:
Page 2, lines 1-5, after "governor.".
Delete all material.

Insert:
"Of the two persons aRp(”nted to the task orce under tgis
sec]lon, one pe{son shall have ex ertl?< researc an
anaésw and, It possible, ga |cula nowe e In r?source
manfn ement or allocation sz tems an ae a hnan-.
T e sl T ) st i
vi?lage fanoﬂgolder%.m P P

Pleasg note that only }he.form f the a endmen IS hangeﬁi]

In order to prﬁserve 8ar|t aqg consiste % sty e

substance of the amendment Would not be changed.

The.amendn}ent would look much.dif[] erent if thﬁ ?rohlbltifon

aaqalns a |na]nC|a Interest in the comm?r a aklng 0

PaFln h%lsdper%pp led to the representative of Native viflage



Representative Chrt Menard

February 22, 1989

A Co (?f the amendment actually adopted by the committee is
attachied for comparison.

If | may be of further assistance, please advise.

U:mi kb

3086

Attachment
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HOUSE COMMITTEE REPO

(9) -

Date Referred:’ March 22, 1989 FURTHER REFERRALS: FINANCE
N .o .
Date of Committee Action: 3"2.3"89
The RESOURCES Committee considered: 83 153
SENATE BILL NO. 153 [APPROP: FISH & AVIATION TAX REV.SHARING]

"An Act making a supplemental appropriation to the Department of Revenue
for reimbursement to municipalities under the fisheries tax refund program

and the aviation fuel revenue sharing; and providing for an effective

date."

RECOMMENDATIONS: [ ] the same title
] be replaced with S&JSB [ ] a new title

] have attached amendment(s)
isf do pass
1 do not pass

1 no recommendation

1 individual recommendations
1 additional referral to the Committee
ADOPTS: letter of intent
ATTACHES NEW FISCAL NOTE(s): APPROVES PREVIOUS:
(Dept) (Date/Dept)
[ 1 fiscal impact [ ] fiscal note(s)
[ 1 zero fiscal note [ ) zero fiscal note(s)

] zero fn/analysis

Chairman's Signature



HOUSE COMMITTEE REPORT

(s>
Date Referred: March 8, 1989 FURTHER REFERRALS: RESOURCES

Y FINANCE
Date of Committee Action:
The COMMUNITY & REGIONAL AFFAIRS Committee considered: SB 153
SENATE BILL NO. 153 [APPROP: FISH & AVIATION TAX REV.SHARING]

to the Department of Revenue
program

"An Act making a supplemental appropriation
for reimbursement to municipalities under the fisheries tax refund

and the aviation fuel revenue sharing,; and providing for an effective
date."
RECOMMENDATIONS: [ ] the same title

be replaced with f ] a new title

have attached amendment(s)
do pass
do not pass
no recommendation

individual recommendations

additional referral to the Committee
ADOPTS: letter of intent
ATTACHES NEW FISCAL NOTE(s): APPROVES PREVIOUS:
(Dept) (Date/Dept)
[ 1 fiscal impact [ ] fiscal note(s) ___
1 zero fiscal note [ ] zero fiscal note(s)
1 zero with analysis_ [ ] zero fn/analysis

SIGNING DO PASS:

Ul

Chairman's signature



Southwest Alaska Municipal Conference
Putting Resources to Work For People

1007 West 3rd Avenue, Suite 201 « Anchorage, Alaska 99501 < (907) 274-7555
RESOLUTION NO. 89-01

RECEIVED FEB 1

A RESOLUTION SUPPORTING THE TIMELY DISTRIBUTION OF FISHERIES
BUSINESS TAX TO MUNICIPALITIES.

WHEREAS, the current system of allocating Alaska

Business Fisheries Tax requires annual legislative
appropriation; and
WHEREAS, if the Department of Revenue underestimates the

amount of shared tax revenue and the legislature then appro-
priates a lesser amount chan actually' due, such as occurred
in FY 1988, local governments must wait until the following
legislative session to receive funding; and

WHEREAS, this delay in revenues causes an unnecessary
burden for communities expecting these revenues.

NOW, THEREFORE, BE IT RESOLVED THAT the Southwest Alaska
Municipal Conference, representing cities in Bristol Bay, the
Aleutians, the Pribilof Islands, and Kodiak urges the Alaska
State Legislature to immediately appropriate funds to
reimburse local governments for FY 1988 state shared
Fisheries Business Taxes.

BE IT FURTHER RESOLVED, THAT the Southwest Alaska
Municipal Conference requests the Alaska Legislature to amend
State statute to allow the appropriation of 50% of fisheries
business taxes collected to municipalities and boroughs no
later than August 1 of the year following the year in which
it was collected, according to the formula outlined in AS
43.375, without direct legislative approval.

PASSED THIS DAY OF , 1989.

Representing Bristol Bay, The Pribilofs, Kodiak and the Aleutians.



Alaska State Legislature

House of Representatives
Community & Regional Affairs

TABIE OF CONTENTS

SENATE BILL 153
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ITEM 1: Bill Summary

ITEM 2: Sectional Analysis

ITEM 3: Department of Revenue Position Paper
ITEM 4: Operating Budget Tax Allocations
ITEM 5: Supplemental Requests

ITEM 6: Statutes

ITEM 7: Supporting Resolutions

ITEM 8: FY 88 Raw Fish Revenues by Cities
ITEM 9: SB 153

Room 128, Capitol Building, P.O. Bos V, Juneau, Alaika 99311 (907) 465-3882 or 165-4833



Sen. Zharoff

BILL SUMMARY OF SB 153

Under AS 43.75.130, the state is obligated to reimburse to
communities one half of the revenues collected under the
fisheries business tax <collected in those communities where
processing occurs. Traditional y, the Department of Revenue
would estimate the amount that the state would be obligated to
reimburse to the communities under this program and provide

that information to the legislature for inclusion in DOR's
budget. The problem vrith this approach is that DOR does not
know the exact amount to be distributed during a given fiscal
year by the time the legislature adjourns because of the
timing of collections of the tax. - This has created
underfunding in the budget of the amount to be reimbursed to
communities in each of the past two operating budgets. Last
year, the legislature passed a supplemental appropriation of
$730,264 because of underfunding. This year, the amount of
underfunding has been calculated to be $3,411,196, or roughly
30% of the total amount the state is obligated to share. All
the fish taxes have been collected. the state has received
its share and the $3.4 million remaining obligation to
municipalities has been collected and deposited in the general
fund. All that remains is for legislative authorization to

distribute these funds.

The Aviation Fuel Revenue Sharing supplemental s similiar.
Sixty percent of the aviation fuel taxes <collected by the
state (minus administrative costs) are refunded to
municipalities owning or leasing and operating an airport.
The $46,579 included in Section 2 is the Municipality of
Anchorage's share of unanticipated, and therefore unbudgeted,
Aviation Fuel taxes collected at Merrill Field.

The Department of Revenue submitted these supplemental for

inclusion in the governor's supplemental bill, but since
municipalities are counting on these funds for their FY 89
budgets, | have introduced SB 153 in hopes that this bill will
receive expedited action and these funds will not be held up

in the governor's supplemental.



Sen. Zharoff

SECTIONAL ANALYSIS OF SENATE BILL 153

SECTION 1: Appropriates the amount still owed to
municipalities and boroughs wunder the fisheries tax refund
program (AS 43.75.130¢(a)) to the Department of Revenue for

disbursement. The amount still owed is $3,411,196.

SECTION 2: Appropriates the amount still owed to the
Municipality of Anchorage wunder the Aviation Fuel Revenue
sharing program (AS 43.40.010(e)) to the Department of Revenue
for disbursement. The amount still owed is $46,578.

SECTION 3: Lapses the unexpended and unobligated balances
created by this bill on July 1, 1989.

SECTION 4: Provides for an immediate effective date.
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STEVE COWPER, GOVERNOR

PO BOX S
DEPARTMENT OF IIEVENI E JUNEAU. ALASKA 99811-0400
PHONE: <907) 465-2300
OFFICE OF THE COMMISSIONER TELEFAX: (907) 465-2389

February 14, 1989

The Honorable Fred Zharoff
Alaska State Senate

P.O. Box V

Juneau, AK 99811

Dear Senator Zharoff:

This is in response to your request for this Department's position on
Senate Bill 153.

As you know, the Department of Revenue has requested supplemental
appropriations to fully fund the shared taxes program for FY89. The
initial appropriation was based on a Department of Revenue estimate and was
short approximately $3.4 million. More than 50 municipalities and boroughs
throughout Alaska are affected. The supplemental request process has been
a routine measure in recent years. We have proposed language in this years
budget bill (HB 100) which would authorize the Department to pay out all
shared taxes collected under the various tax statutes. This would
effectively put an end to our annual request for a supplemental to make a
late payment of revenues to the communities.

SB 153 is intended to speed up the supplemental process by providing a

separate appropriation bill to fund the refund program. It is anticipated
that this legislation would pass through the legislature much more quickly
than HB 100. It 1s important that communities receive these funds
quickly. The Department supports your efforts to assist us in obtaining

these necessary funds.

Sincerely,

Commissioner
Department of Revenue
(907)465-2300

89-48
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MEMORANDUM

TO: Nancy Bennett DATE:
Director
Administrative Services FILE NO:

TELEPHONE NO:

THRU: SUBJECT:

FROM: Steven E. Kettel
Director
Income and Excise Audit Division

STAIE OF AAKA
DEPARTMENT OF REVENUE
November 1, 1988
60991
465-2320

FY 89 Raw Fish
Supplemental

We request $3,411,196.00 in a supplemental for FY 89 Raw Fish Revenue
Sharing. This request should be funded from general fund monies.

cc: Sandra Yadao
Shirley Minnich



TO:

FROM:

DATE:

SUBJECT:

We request

Merrill Field Airport which we were unable

time. This

STATE OF ALASKA
DEPARTMENT OF REVENUE
INCOME AND EXCISE AUDIT DIVISION

MEMORANDUM

Nancy Bennett
Director
Administrative Services

Steven E. Kettel
Director
Income & Excise Audit Division

January 13, 1989

FY 89 Aviation Fuel
Supplemental Request

$46,578.11 in a supplemental for FY 89 Aviation Fuel
Revenue Sharing. This amount is derived from taxes collected from

request should be funded from general

cc: Sandra Yadao
Brenda Vaughn

Shirle

JH:SEK:Ir

y Minnick

to share until this

fund monies.
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fiscal year ending June 30, 1989.

* Sec. 7. The sum of $46,600 is appropriated from the general fund to
the Department of Revenue to refund additional aviation fuel revenue to the
Municipality of Anchorage under AS 43.40.010 for the period of JanEary 14
1;;; through June 30, 1988.

* Sec. 8. Vhe sum of $3,411,200 is appropriated from the general fund
to the Department of Revenue to refund additional fiscal year 1989 fisher-
ies tax revenue under AS 43.75.130.

* Sec. 9.The sum of $7,776,400 is appropriated from the following
funding sources to the Department of Education for the public school foun-
dation program for the fiscal year ending June 30, 1989:

General Funds $5,499,100
PL 81-874 Funds 2,277,300

* Sec. 10. The sum of $700,000 is appropriated from the general fund to
the Department of Health and Social Services, adult public assistance
program., for costs associated v.ith increased caseloads and cost-of-living
adjustments for the fiscal year ending June 30, 1989.

* Sec. 11. The sum of $136,600 is appropriated from the general fund to
the Department of Health and Social Services, postmortem examination pro-
gram, to pay for unmet costs of examinations and burials ordered by the
courts for the fiscal year ending June 30, 1989,

* Sec. 12. The sum of $3,032,100 is appropriated tothe Department of
Health and Social Services, medicaid facilities program, to pay for costs
associated with increased caseloads and price increases for the fiscal year.

ending June 30, 1989, from the followinr sources:

Federal Receipts $1,515,100
General Fund Match 1,517,000
* Sec. 13. The sum of $1,723,900 is appropriated tothe Department of
Health and Social Services, medicaid non-facilities progranm, to pay for

CSHB 154 (Fin) -2- HB01548B
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S 43.75.034 Revenue and Taxation 543.75.130

"cl The department shall prepare an disa?prove an application ;or a credit un-
application form for a credit under this  der tms section not later than HO days af-
section. ter receiving the application.”

"id) The department shall approve or

Sec. 43.75.034. Tax credit report [Repealed effective Febru-
ary 15, 1992|. Not later than the 15th legislative day of each regular
legislative session the Department of Revenue, in conjunction with
the Department of Commerce and Economic Development, shall sub-
mit to the legislature a report on the fisheries business tax credit
program under AS 43.75.032. The report shall describe the expendi-
tures for which a credit was approved during the previous tax year
and, if possible, the increase in employment and processing capacity
by the fisheries businesses for which the credit was approved, tj 2 ch
79 SLA 1986; r § 8 ch 79 SLA 1986)

Postgoned repeal. — Section 8. ch. 79,

SLA 1986 repeals this section, effective
February 15, 1992,

Article 3. General Provisions.

Section Section
130. Refund to local governments ~ 140. Definitions
133. Provision of information to munici-

palities

Sec. 43.75.130. Refund to local governments, (a) Except as pro-
vided in (d) of this section, the commissioner of revenue shall pay

(1) to each unified municipality and to each city located in the unor-
ganized borough, 50 percent of the amount of tax revenue collected in
the municipality from taxes levied under this chapter,;

(2) to each city located within a borough, 25 percent of the amount
of tax revenue collected in the city from taxes levied under this chap-
ter; and

(3) to each borough
(A) 50 percent of the amount of tax revenue collected in the area of

the borough outside cities from taxes levied under this chapter: and

(B) 25 percent of the amount of tax revenue collected in cities lo-
cated within the borough from taxe3 levied under this chapter.

ib) For purposes of this section, tax revenue collected under AS
43.75.015 from a person entitled to a credit under AS 43.75.032 shall
be calculated as if the person's tax had been collected without apply-
ing the credit.’

(c) [Repealed effective January 1, 19921 Within 60 days after a
credit is approved under AS 43.75.032 for a capital expenditure in-
volving a shore-based fisheries business facility or cooperative sealooil
industrial park located or to be located in a municipality, ;;ie munici-
pality may adopt an ordinance directing the department tn reduce the
municipality's refund under this section over a period of not, more

219
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Sec. 43.35.140. (tumbiing not legalized. AS 43.35.100 —
43.35.150 do not legalize gambling, I ch 11(3 SLA 1949; am $ 1ch
53 SLA 1951)

S d3.35.140 Hkvkntk \nii Taxation

Cross references. — For limitations on
authorized gaming activities, see AS
05.15.180.

Sec. 43.35.150. Violations and penalties, ia) It is unlawful for a
person to 11) distribute in the state a punchboard for which the license
tax provided in AS 43.35.100 — 43.35,150 is not paid; or *2) maintain
for use, or permit the use of, in a place or premises occupied by the
person a punchboard upon which the license stamp is not affixed.

(b) A person violating a provision of AS 43.35.100 — 43.35.150
guilty of a misdemeanor, and upon conviction is punishable by a fine
of not more than S500. <S o ch 116 SLA 1949; am 3 1ch 53 SLA 1951)

Chapter 40. Motor Fuel Tax.

Section
10. Tax on transfers or consumption of
motor fuel and expenditure of pro-
ceeds ,
30. Refund for nonhighwav_ use
35. Other refunds and credits
50. Refund claim by affidavit

Collateral references. — 71 Am. Jur.
2d. Slate and Local Taxation. $3 616 —
ggzl; 53 Am. Jur. 2d. Licenses, 9} 30, 46 —

State tax on or in resnect of goods
shipped in interstate commercé to
consignee for sale on consignor's account
without previous sale or order for pur-
chase. 4 ALR2d 244. _

_ Loading or unloading interstate freight
in performance of obligation resting upon
one other than interstate carrier as inter-

section

60. Separate invoices

70. Refund warrants =~

80. Examination of \joks jnd records
85. Preservation of books and records
100. Definitions

state commerce as regards local taxation,
10 ALR2d 651, ,

State taxation of motor carriers as
utTected bv commerce clause. 17 ALR2d

21,
Power of legislature to remit, release, or
compromise tax claim. 23 ALK2d 1425.
Financial hardship or inability to pay
taxes as rendering inapplicable statutes
denying remedy by injunction against as-
ggasment or collection of tax. 65 ALR2d

Sec. 43.40.010. Tax on transfers or consumption of motor fuel
and expenditure of proceeds, la) There is levied a tax ofeight cents
agallon on all motor fuel sold or otherwise transferred within the state,

except that

(1) the tax on aviation gasoline is four cents a gallon.

(2) the tax on motor fuel used in and on watercraft ofall descriptions

is five cents a gallon, and

125
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LI, 1D DID Alaska Sivp.tks 43.10.010

i (litltux nil ail aviation luel other than gasoline is two and
mie-bulf cents .1 gallon.

In There is levied a tax of eight cents a gallon on all motor fuel
iMnsuined by a user, except that

" the tax on aviation gasoline consumed is four cents a gallon.

+J* the tax on motor fuel used in and on watercraft ofall descriptions
is five cents a gallon, and

the rax on ail aviation fuel other than gasoline is two and
one-half cents a gallon.

mj Every dealer who sells or otherwise transfers motor fuel in the
-fate -kail collect the tax at the time of sale, and remit the total tax
collected uuring each calendar month of each year to the department
by :de last uay of each succeeding month. Every user shall likewise
ememit the tax accrued on motor fuel actually used by the user during
i-ach month. Ifthe monthiv tax leturn istimely filed, one percent of the
total monthly tax due. limited to a maximum of;5100. may be deducted
ana retained to cover the expense of accounting and filing the monthly
tax return. At the time the remittance is made, each dealer or user
snail submit a statement to the department showing all fuel which the
dealer or user has distributed or used during the month,

ai iRepealed. >3 ch 166 SLA 1976.1

e» Sixty per cent of the proceeds of the revenue trom tne taxes on
aviation fuel, excluding the amount determined to have been spent by
the state in its collet.'ion. shall be refunded to a municipality owning
and operating or leasing and operating an airport in the proportion
that the revenue was collected at the municipal airport. All other
proceeds of the taxes on aviation fuel shall be paid into a special avi-
ation fuel tax account in the state general fund. The legislature may
appropriate funds from this account for aviation facilities.

«f The proceeds from the revenue from the tax on motor fuel used in
boats and watercraft of all descriptions shall be deposited in a special
watercraft fuel tax account in the general fund. The legislature may
appropriate from this account for water and harbor facilities.

g’ The proceeds of the revenue from the tax on all motor fuels,
except as provided in ie'. if) and iji of this section, shall be deposited in
a special highway fuel tax account in the state general fund. The
legislature inay appropriate funds from it for expenditure by the
Department of Transportation and bublic Facilities directly or as
matched with available federal-aid highway money for maintenance of
highways, construction of highway projects and ferries included in the
program provided for in AS 19.10.150, including approaches, appurte-
nances and related facilities and acquisition of rights-of-way or ease-
ments. and other highway costsancluding surveys, administration, and
related matters. All departments of the state government authorized to
spend funds collected from taxes imposed by this chapter shall perform,
when feasible. ail construction or reconstruction projects by contract

UK



Resolution of the Alaska Municipal {eague
Resolution No. 89-36

A RESOLUTION URGING THE LEGISLATURE TO PASS A
SUPPLEMENTAL APPROPRIATION FOR FULL FUNDING
OF THE RAW FISH TAX PROGRAM

WHEREAS, under the provisions of AS 43.75.130, the State of Alaska
annually remits a share of raw fish tax revenues to the municipalities from
which the tax was collected, and

~ WHEREAS, the amount of these revenues, as provided in the statute
is based on the actual raw fish taxes collected from processors located
within a given municipality, and

WHEREAS, the State of Alaska has failed to return the full amount to
the municipalities as provided in the statues, and

WHEREAS, the State Legislature failed to appropriate sufficient monies
to fund the Raw Fish Tax Program;

NOW, THEREFORE, BE IT RESOLVED that the Alaska Municipal
League urges the Alaska State Legislature to pass a supplemental
appropriation fully funding the Raw Fish Tax Program and TO authorize
prompt remittance of the balance due the affected municipalities.

BE IT FURTHER RESOLVED that the Alaska Municipal League
requests the State to adopt legislation, regulations, and policies that will
ensure the appropriation of the full share of Raw Fish Tax revenues due

municipalities by August 1 of each year.

Adopted at Annual Business Meeting o November 18, 1988 o Fairbanks, Alaska

! W -TF
f(t50U I/MOAT {Tr S\J?PoAX"



Putting Resources to Work For People

1007 West 3rd Avenue, Suite 201 ¢ Anchorage, Alaska 99501 « (907) 274-7555

RESOLUTION NO. 89-01

A RESOLUTION SUPPORTING THE TIMELY DISTRIBUTION OF FISHERIES
BUSINESS TAX TO MUNICIPALITIES.

WHEREAS, the current system of allocating Alaska
Business Fisheries Tax requires annual legislative
appropriation; and

WHEREAS, if the Department of Revenue underestimates the
amount of shared tax revenue end the legislature then appro-
priates a lesser amount than actually' due, such as occurred
in FY 1988, local governments must wait until the following
legislative session to receive funding; and

WHEREAS, this delay in revenues causes an unnecessary
burden for communities expecting these revenues.

NOW, THEREFORE, BE IT RESOLVED THAT the Southwest Alaska
Municipal Conference, representing cities in 3ristol Bay, the
Aleutians, the Pribilof Islands, and Kodiak urges the Alaska
State Legislature to immediately appropriate funds to
reimburse local governments for FY 1988 state shared
Fisheries Business Taxes.

3E IT FURTHER RESOLVED, THAT the Southwest Alaska
Municipal Conference requests the Alaska Legislature to amend
State statute to allow the appropriation of 50% of fisheries
business taxes collected to municipalities and boroughs no
later than August 1 of the year following the year in which
it was collected, according to the formula outlined in AS
43.375, without direct legislative approval.

PASSED THIS

Representing Bristol Bay. The Pribilofs, Kodiak and the Aleutians.
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HOUSE COMMITTEE REPORT

Date Referred: April 12 FURTHER REFERRALS

Date of Committee Action

The "RESOURCES Committee considered: CSSB 1761FINU

CS FONSENATE BILL NO. 176 (Finance) /
%= [BIG GAME HARVEST PERMITS AS PRIZES]

"sAn Act relating to auctions and raffles for bison harvest permits; and

providing for an effective date." 0
RECOMMENDATIONS: / [ 1 the same title
[ A be replaced with [>.1 a new tide'-WV

W ] have attached amendment(s)

[~Jd do pass

[ Jdo not pass

[ Jno recommendation
Jindividual {ecommendations

i A additional referral to the

-'ADOPTS: - . letter of intent
[ '*ATTACHES NEW FISCAL NOTE(s): APPROVES PREVIOUS:

(Dept) V5§ . (Date/Dept)l
mt#]  Ffiscal impact [3<] fiscal n0te(5) Q C7
Wm$H' 3 2ero fiscal note 1*1 zero fiscal note (s)Puq, 3-j]

[ 1 =zero with analysis [ 1 zero fn/analysis
jfISIGNING DO PASS: SIGNING:

(Check approm, column)

Chairman®"s"Signature

'3



1989 ?.%ﬂ&%’ﬁ%@SlON PUBLSHDATE  nL

FISCAL NOTE

REQUEST;

Rcvmoo Dae: Agency Affeaed; -

Title: An Anr RplaHny rn rhP IHsp of Rig BRU: Wildlife Conservation
Harvest Pgrmira as Prizes for Fundra i s i n g

Spotuof: qpngrnr Frank Components :

Requestor: menace Resources Committee

EXPENDITURES/REVENUES;  (Thousands <fDollars)
OPERATING FY 89 FY 90 FY 91 FY 92 FY®3  FYH

|
m RES
w
TOTAL OPERATING 0 0 0 0-reeen 0 9

CAPTTAL

REVENUE ! 0 $25.0 $30.0 $35.0 $35.0 535.0

FUNDING: (ThamndstrfDoBi)

GENERALFUND
FEDERALFUNDS
OTHER

DM e U J 2 f P Q-
POSITIONS:

FULL-TIME
PART-DMB
TEMPORARY

ANALYSIS © (A«***pMBpiC9ifaecewary) Passage of SB 176 would result in no
additional expenditures by the department. There is a potential, however,
for adding considerable funds to the Fish and Game Fund for subsequent
expenditures by the Division of Wildlife Conservation.

Donald E. McKniigtvO 465-4190
e W idiite canstkifisk-- LA -W /A nril 6, 1989

« Commissiof™t,. April 6, 1989

n
*
D

Approved by Conuniaiooer F
A%Ft)&ty: y Departmentlor Fish and Game \

Distribution (b?é preparer):
Lcfialanve Finance
Leguiacve Sponaor
Regoeoor
Office of Mroafemeat and Budget a*e of
Impacted AgencyOea) P



