
City and Borough of Juneau
City & Borough Manager’s Office

155 South Seward Street
Juneau, Alaska 99801

Telephone: 586-5240| Facsimile: 586-5385

DATE: September 1, 2017

TO: Wyn Menefee, Deputy Director, Alaska Mental Health Trust Land Office

FROM: Rorie Watt, PE, City Manager

RE: AMHLT Parcel - Juneau Subport Lot C1 – MH Parcel C20499

The disposition of Juneau Subport Lot C1 is of great interest to the City and Borough of
Juneau; our Assembly recently passed a resolution in support of a sale of the property
(attached). It is my understanding that TLO staff were waiting to determine if the adjacent
proposed sale of Lot C2 would be completed before proceeding with determination on C1. As
the sale of C2 has been completed, we would like to assist the Trust in its analysis of the
proposed sale of C1.

In accordance with Federal and State law, Regulation and its adopted Asset Management
Policy Statement and Land Resource Management Strategy, the Alaska Mental Health Trust is
charged with maximizing long term revenue from Trust land and doing so in the best interests
of the Trust and its beneficiaries.

In 2016, the TLO advertised for interest Juneau Subport Lot C1 and received three offers, two
of which have merged. The TLO has an offer in hand for $3,240,000 that was submitted in
December of 2016 and has not yet acted on that offer. The offer is well above a recently
appraised value of $2,735,000. It is the City and Borough of Juneau’s opinion that the Trust
MUST complete the sale in order to comply with the letter and intent of State law and
Regulation – to maximize the financial interests of the Trust and its beneficiaries.

To assist the Trust in completing a best interest determination, we offer the following
information and analysis.

Leasing:
For leasing of this parcel to be in the best interests of the Trust and its beneficiaries, leasing
must be believed to be more than likely to generate at least as much revenue as a sale. The
proceeds of a sale would be presumably invested with the Trust’s corpus and managed by the
Permanent Fund Corporation. A leasing strategy must also indicate that the prospects for long
term lease opportunities exist. Depending on fund management principles, a $3.24M
investment can safely return an annual inflation proofed return of approximately 4.5% or
$145,800/year. To competitively beat a sale strategy, a lease strategy must accrue at least this
amount and collect additional funds to pay for land management costs.

Since December of 2016, the Trust has incurred not insignificant and ongoing costs related to
lease management, site cleaning, fencing, brush clearing, and liability exposure. The TLO could



have avoided these expenses by selling the property last December (and as an example, would
have been fortunate enough to accrue approximately an additional 11%, or about $350K from
the strong market conditions seen since last December).

Lot C1 has sat vacant since the demolition of the old subport warehouse building and absent
use for construction staging by the State of Alaska Library and Museum project, the site has
not returned significant lease payments. Historic leasing has not produced economic value in
excess of the proposed purchase.

Additionally, in 2008-2009 the Trust and the State spent significant resources developing a plan
for a conceptual State office building on the adjacent Subport Lot C2, the plans failed due the
State legislature’s aversion to a long term lease. In the last 30 years (at least) in Juneau, there
are no comparable situations where a lessor has invested development capital to build upon
leased ground. The TLO should acknowledge that the Juneau real estate and development
economy will not support a model of development that is based upon long term land leasing.

Sale:
The TLO has provided a solicitation process and has in hand an offer for a purchase at
approximately 20% over fair market value. The TLO has not publicly provided a basis for not
accepting this offer.

First, in evaluating a sale today, the TLO must evaluate the likelihood of the property
appreciating in value. Given the State economy and local trends, there are no economic
indicators to believe that a speculative future land value could outpace the value of invested
principle.

Second, the proposed purchaser is unique, represents something akin to an angel investor. The
proposed development envisions a non-profit science interpretative center, a boat harbor and
mixed use development. These Juneau citizens are willing to pursue these two “public good”
developments (science center and boat harbor) and are willing to stomach the TLO’s demand
for above market sales price for one reason – civic pride. If the TLO passes on this opportunity,
the land will languish, gaining marginal and short term lease or license fees.

Summary:
The Trust was given access to approximately one million acres of land in Alaska to be managed
to the benefit of the organization and trust beneficiaries. It is my strong opinion that avoiding a
sale and leaving the land fallow fails this responsibility. Analysis of this parcel leads to the
conclusion that the Trust must sell this parcel of land and that the sale is in the best interests
of the Trust, the beneficiaries. Although the best interests of the City and Borough of Juneau
are not the duty or consideration of the Trust, our interests do align in this matter. It is the
legal duty of the Trust to maximize its long revenue from Trust land; in this case that duty is to
sell Lot C1. Please contact me if you have any questions on this matter.

Attachments

cc: Alaska Mental Health Trustees
Honorable Senator Dennis Egan
Honorable Representative Sam Kito, P.E.
Honorable Representative Justin Parish









AS 38.05.801. Management of Mental Health
Trust Land.
(a) Mental health trust land shall be managed consistent with the trust principles imposed on the
state by the Alaska Mental Health Enabling Act, P.L. 84-830, 70 Stat. 709 (1956).
(b) Subject to (a) of this section, the department
(1) shall manage mental health trust land under those provisions of law applicable to other state
land;
(2) may exchange other state land for mental health trust land under the procedures set out in
AS 38.50; and
(3) may correct errors or omissions in the legal descriptions of mental health trust land.
(c) The commissioner shall adopt regulations under AS 44.62 (Administrative Procedure Act) to
implement this section. The regulations adopted under this subsection must, at a minimum,
address
(1) maintenance of the trust land base;
(2) management for the benefit of the trust;
(3) management for long-term sustained yield of products from the land; and
(4) management for multiple use of trust land.
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
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
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


 
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