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I. INTRODUCTION

The State Land Board and the Division of State Lands (Division) manage approximately
2.3 million acres of land owned by the State of Oregon. These lands fall into two broad
categories — Trust lands and Non-Trust lands. Trust lands were granted to the state by
the federal government at the time of statehood specifically to support the state’s public
schools (kindergarten to 12th grade). They originally included Sections 16 and 36 in
each township. Since that time, many of these lands have been sold or exchanged.
Submerged and submersible lands underlying navigable waterways were also granted
to the state at the same time. These and other lands granted to the state at a later time
(e.g., Swampland Act lands) are known as Non-Trust lands, which are managed for the
greatest benefit of all the people of the state.

The Division acts as the administrative arm of the State Land Board, which is comprised
of the Governor, Secretary of State and Treasurer. The Land Board is the trustee of the
Common School Fund (Fund or CSF), a permanent fund or account managed to
provide revenue to public schools. As a trustee, the Land Board has a legal obligation
to manage Trust lands for the maximum long-term benefit of the public schools and
must exercise prudence, skill and diligence in keeping the lands and Fund productive.

The Common School Fund includes two types of assets — financial assets (e.g., cash and
investments in stocks, bonds and other securities) and real property. While Non-Trust
lands are not considered CSF assets, revenues from their management are deposited in
the Fund. This Asset Management Plan (Plan) addresses management of all of the Land
Board'’s real estate assets. It does not address the Fund’s financial assets, which are
managed by the State Treasurer and the Oregon Investment Council and are currently
valued at approximately $328 million. Like many investments, CSF financial assets are
managed to maximize return while exercising sound fiscal judgment.

The real property assets managed by the Land Board and the Division are
conservatively valued at approximately $1.1 billion. Contributions to the CSF from real
property assets are derived from a variety of business activities. For example,
rangelands are leased to ranchers for grazing; timber is sold; and waterway areas are
leased for such uses as sand and gravel removal, houseboat moorages, marinas and log
storage. '

The Land Board and the Division have identified four primary reasons for undertaking
this Plan:

1. The need to establish a coordinated comprehensive real estate management
philosophy;

2. The need to proactively manage the Land Board’s real estate assets with the same
vigor applied to the investment portfolio;

Asset Management Plan 1



December 1995

3. The need to increase net revenues from CSF real estate assets to meet Land Board
goals; and

4. The need to provide a guide to balance revenue generation and resource
conservation decisions.

The Land Board and Division have developed this Plan to establish an overall real
estate management philosophy and direction to improve performance and efficiency,
provide greater benefits to Oregon’s schools and people, guide the management of
public lands, and improve customer service. A consultant team, headed by Cogan
Owens Cogan, has produced the Plan in collaboration with Division staff and the Land
Board and with public and agency input. A supporting Background Document, developed
in conjunction with this Plan, includes data and analyses that support the Plan’s strategies.

Plan elements include:

¢ An overall philosophy elaborates trust and stewardship mandates and provides the
Land Board with a cohesive and flexible foundation for more detailed policies.

¢ Guiding principles provide more detailed management direction for all Division
land assets.

¢ Resource-specific management prescriptions include, for each land class, revenue
enhancement and investment objectives, and strategies to resolve potential conflicts
between resource stewardship and revenue enhancement.

¢ Opverall implementation measures define the actions necessary to carry out the
plan. These measures will be developed for each land class by the Division after
consultation with stakeholders and other affected parties, circulation for public
review and input, and reviewed by the Land Board.

The Division must engage in additional planning, develop implementation measures,
and, in some cases, initiate administrative rule-making in order for the Plan to be fully
operative. The Land Board and Division will continue to seek public input on land
management prescriptions and implementation measures long after this Plan is adopted. The
Plan will be reviewed and updated at least every five years.

II. OVERALL MANAGEMENT PHILOSOPHY

It is essential that land management by the Land Board and Division be based on a
cohesive overall philosophy. This philosophy is centered on the Land Board’s fiduciary
- trust responsibilities and role as a responsible steward of public lands. These
responsibilities differ for Trust and Non-Trust lands. The distinction stems from how
these lands came under Land Board jurisdiction.
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A. TrustLands

Trust lands are those lands granted by the United States to the state “for the use of
schools” upon its admission into the Union. The primary obligation of the Land Board,
as trustee, is to manage and protect these lands for the maximum, long-term benefit of
the public schools, consistent with sound stewardship, conservation, and business
management principles. The Oregon Constitution dedicates revenues derived from
Trust lands to the Common School Fund.

While revenue maximization is the standard fiduciary goal of a trustee, the Land Board
is not required to maximize present income without regard to other considerations.
Rather, the Land Board’s duty is to maximize the value of and revenue from Trust lands
over the long term. Present income may be foregone to preserve specific properties if it
is determined that such action will enhance land value and income for the benefit of
future beneficiaries.

The duty to obtain market value and maximize revenue does not limit the Land Board
to consideration of economic factors in managing Trust lands. The Land Board is free to
explore innovative mechanisms for securing environmental, social, and other non-
economic benefits so long as doing so would not diminish prudent long-term economic
return from the lands. However, permanent dispositions of Trust Lands must meet a
strict standard of generating the greatest possible proceeds because they represent a
one-time only benefit to the trust.

Above all, the Land Board’s trust obligation requires it to remain flexible so it can
respond to changing resource conservation and management concerns and future
revenue-generating opportunities. A major challenge for the Asset Management Plan is
to provide consistent management direction for the present while retaining the
necessary management flexibility for the future.

B. NON-TRUST LANDS

Non-Trust lands include submerged and submersible lands underlying navigable
waterways, the Territorial Sea, and “swamp lands” granted to the state by the federal
government. These lands are held and managed by the Land Board for the greatest
benefit of all the people of the state. The Land Board has considerably more latitude in
managing Non-Trust lands than it does in managing Trust land. Neither the
Constitution nor statutes require that Non-Trust lands be managed to generate revenue,
allowing such lands to be used for a variety of purposes. However, any income
produced from these lands is deposited in the CSF. The Public Trust Doctrine requires
that the state’s management of waterways avoid unreasonable interference with public
navigation, fisheries and commerce. Thus, there is a need to apply sound stewardship,
conservation, and business management principles in managing Non-Trust lands.
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C. KEY THEMES

The Land Board and Division have identified the following as the Plan’s key themes
and the underlying philosophy to be reflected in defining a program for management of
the Land Board’s real estate assets.

The Land Board and Division will continue to meet its obligations on Trust lands.

The Oregon Admission Act and Constitution require the management of Trust lands to
maximize revenue over the long term for the Common School Fund. Thus, a
fundamental goal of the Plan is to increase the overall value of the Land Board’s real
estate portfolio and the contributions of that portfolio to the CSF. In meeting its trust
obligations, the Land Board’s investment decisions will be evaluated using longer
payback time periods than is typical in the private sector. Processes for the exchange,
sale and acquisition of land will be formulated and conducted to satisfy the Land
Board’s trust responsibilities.

The Plan provides a balanced approach to revenue enhancement and resource
stewardship.

Although the Land Board is required to maximize revenues over the long term for its
Trust lands, it is not precluded from addressing environmental and other values,
especially on Non-Trust lands. The land managed by the Land Board and Division
contains many resources, including those which can be utilized to generate revenue for
the Common School Fund, as well as those which should be protected for their resource
and public use values. The Land Board recognizes that it must ensure adequate
resource protection commensurate with its fiduciary and public trust obligations.

The Plan emphasizes land management, not land disposal.

As stated previously, one of the fundamental goals of the Plan is to increase the overall
value of the Land Board's real estate assets. The Plan does not represent a blueprint for
disposing of the Land Board’s portfolio, nor does it recommend converting all real
estate assets into other financial assets (stocks, bonds, etc.). Disposal of Trust lands will
generally be limited to non-performing assets (those for which expenses are greater
than revenues or returns are substantially below market rates). Sale and acquisition
processes will be reasoned and methodical and occur through case-by-case evaluations
over time. Sale proceeds may be reinvested in new lands or improvements to existing
real estate assets. Exchange opportunities will be fully explored as part of any disposal
evaluation.
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The Plan provides general land management direction; many details will be addressed
during the implementation phase and fully involve the public.

The Plan is designed to provide the Land Board and Division with overall guidance in
making land management decisions. Necessity dictates that specific implementation
measures and management decisions, such as evaluation of waterway lease rates,
disposition of isolated Rangeland parcels and adoption of new administrative rules, be
further analyzed and developed during the implementation phase of the Plan. These
implementation measures will be reviewed by the Land Board and will involve affected
interests and the general public.

III. LAND CLASSIFICATION SYSTEM

A key element of the Asset Management Plan is a system to classify the agency’s lands
in a meaningful way. A Land Classification System (LCS) serves as a starting point to
develop more specific land classifications and management direction. The LCS is use
and resource-based, and classifies land by suitability for both existing and potential
uses. Applied primarily at the macro or landscape level, it is a tool to apply broad
management prescriptions to categories of land uses. At the micro or area/parcel-
specific level, it is a starting point to develop more specific land classification categories
and management prescriptions for specific geographic areas or types of land through
area management planning. Seven primary land classes have been developed:

¢ Forest Lands — Elliott and Sun Pass State Forests, as well as other scattered forest
tracts in eastern and western Oregon;

¢ Agricultural Lands -- lands leased for farming operations in eight counties;

¢ Rangelands — grazing lands, located primarily in Harney, Lake and Malheur
Counties;

¢ Industrial/Commercial/Residential Lands - non-resource lands and buildings,
such as the South and North Tongue Point marine industrial sites in Astoria and
the Division’s headquarters building in Salem;

¢ Special Interest Lands — lands with sensitive or unique natural, cultural or
recreational resources;

¢ Waterways (Non-Trust lands) -- submerged and submersible lands and the
Territorial Sea (that area seaward of the coast for three nautical miles);

¢ Minerals — mineral rights and lands containing mineral resources such as
geothermal resources, natural gas, industrial minerals, and precious metals;
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Other major elements of the LCS are:

¢ Defining attributes -- attributes that further define the land classes; some attributes
are applicable to all classes (e.g., Trust or Non-Trust designation); and others to only
certain categories (e.g., productivity classes for Forest Lands, type of lease for
Rangelands and unique features present on Special Interest Lands); and

& Parcel-specific characteristics such as size, ownership information, value, improvement
potential, and topography.

Almost all of the uplands managed by the Land Board and Division are Trust lands.
Non-Trust lands include Waterways, approximately 25,000 acres of Rangelands, and
some small tracts in other land classes. A summary of acreage by land class and its
approximate market value is provided in the following table. Approximate market value
estimates were derived and intended only for general comparative purposes and should not be
interpreted as representing appraised fair market value for any specific land parcel or
classification.

Table 1: Asset Inventory and Market Value, 1993/94

Land Classification Total Acres Number of Approximate Market Value
Leases/Permits
Forest Lands 133,000 NA $1.066 billion
Agricultural Lands 5,227 12 $2,338,000
Rangelands 638,000 151 $26,795,000
Industrial/ Commercial/ 556 3 $3,000,000
Residential Lands
Special Interest Lands ! 160 4 Unknown
Waterways 800,000 4012 NA
Minerals 3 753,000 54 leases Unknown
10 exploration
. permits
Total 2.3 million 635 $1.1 billion
Notes

1. Additional lands may be eligible for this classification based on area management planning.
2. Includes sand and gravel leases.

3. Subsurface rights only. Does not include 410,000 acres of land with surface and subsurface rights
included in other land classes nor approximately 2.1 million acres managed by the Division for other
state agencies.

Sources: Forest Lands: Duck Creek Associates; Agricultural Lands: Division of State Lands, COC;
Rangelands: Palmer, Groth & Pietka; ICR: Division of State Lands
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IV. GUIDING PRINCIPLES

The following Guiding Principles provide overall land management direction. They are
applicable to all lands, irrespective of their classification.

A. General Land Administration Principles

1. The Land Board and Division will meet Admission Act and public trust

obligations. Trust lands will be managed with the overriding objective of
maximizing revenues over the long term for the Common School Fund, while
conserving the value of the land and complying with applicable federal laws.
Compliance with state laws will be pursued to the extent that it does not conflict
with Constitutional requirements, as determined by the Land Board and
reviewable by the courts.
Non-Trust lands will be managed with the overriding objective of providing the
greatest benefit to the people of the state of Oregon, as determined by the Land
Board in a manner consistent with all applicable laws and reviewable by the
courts. Public Trust Doctrine requirements to manage waterways in a manner
that avoids unreasonable interference with public navigation, fisheries and
commerce will be met.

2. The Land Board and Division will strive to balance revenue generating
opportunities with resource stewardship needs. Whenever possible, strategies to
increase revenue and contain costs without compromising the resource,
environmental, cultural, and public use values of the state’s lands will be
developed.

3. The Division will develop area management plans, for public review and review
by the Land Board, for definable geographic areas and/or for specific resources,
e.g. waterway areas. Such plans will:

¢ Be organized by geographic location, resource type, or revenue generation
potential;

+ Inventory, as appropriate, various economic, environmental and social factors;

¢ Govern all management activities undertaken by the Division within the
subject area;

¢ Identify appropriate land classification(s), including Special Interest Lands;

¢ Establish specific land management strategies and implementation measures;

¢ Seek to maximize revenue to the Common School Fund over the long term for
Trust Lands;

¢ Utilize the efforts of other agencies in developing coordinated management
plans; and
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