
 

 
 

 
 

 
 

October 24, 2022 
Via E-mail only 
 
Adrienne K. Stolpe 
UA Land Management Director 
akstolpe@alaska.edu  
 
Courtesy Copy to:  
Laura Carmack  
ua-land@alaska.edu 
 
U-MED Professional Park Subdivision – Public Discussion Follow-up 
 
Dear Ms. Stolpe: 
 
This letter is intended to clarify several points made by our client during the public forum 
on October 17th and identify questions that need to be addressed as the University continues 
to examine use of this parcel. For example, it was stated twice that a sale of the parcel was 
off the table but then stated that perhaps a preferred equity (installment sale) approach 
would be considered. For purposes of these comments, we assume that the University’s 
written postings ruling out a sale still govern. 
 
Zoning and Planning 
The property is currently zoned PLI (Public Lands and Institutions). A rezone is necessary 
for private development on the parcel, the process will take a minimum of 6-9 months and 
require, among other steps, a community meeting and public hearings before the both the 
Planning and Zoning Commission and Anchorage Assembly.  
 
Beyond any potential zoning limitations, the parcel is subject to the University’s 
Administrative Parking Agreement with the Municipality. That agreement required a 
parking utilization study to be conducted in 2020, has that been completed? Once complete 
it may require changes to the management and provision of UAA campus wide parking. 
 
In addition to MOA constraints, the property is subject to the UAA Master Plan, which 
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was a consideration when the MOA rezoned the parcel to PLI in 2017. We understand that 
the University is in the process of updating the Master Plan with a goal of adoption next 
year, but we do not have any information about how the parcel might be addressed in this 
plan revision. Will the Master Plan updates reflect a decision to keep the parcel scheduled 
for institutional purposes or to surplus the property? 
 
QUESTIONS: 
•  For a ground lessee’s non institutional development, will the University undertake 
an MOA rezone of the parcel or will that be left to the ground lessee? If left to the ground 
lessee, will the University provide the necessary owner support for a rezone application? 
• Will the University require ground lease payments to be made while a rezone 
application (or any other necessary land use entitlement) is pending?  
• Will the ground lessee be allowed to terminate their obligations if the property 
cannot be rezoned (or cannot otherwise obtain the necessary land use entitlements)? 
• Will the University work cooperatively with the ground lessee on the planning and 
compliance issues that are ultimately the University’s responsibility, i.e.  the Campus 
Facilities Master Plan and Administrative Parking Agreement amendments and 
compliance? 
• How is the parcel being addressed in the ongoing UAA Campus Facilities Master 
Plan update process? Please share master plan drafts with the interested parties.  
 
Ground Lease vs Sale 
In comments provided to the University, it has been stated that ground leases are difficult 
to finance, “not the norm” in Anchorage, and are primarily with the Alaska Railroad and 
Calais Company. In our client’s experience and our own extensive background in the 
Anchorage market, that is not the case. Our client has 19 ground lease projects, all of which 
have involved finance structuring. These ground leases are with Alaska public or 
institutional entities, including the MOA, Alaska Pacific University, Alaska DOT&PF, and 
the Alaska Mental Health Trust Authority, in addition to ground leases with governmental 
entities in other states.  
 
Ground leases work fine if carefully and appropriately crafted, with the lease rate being a 
term of paramount importance. A 7% ground lease rate has been suggested, but from our 
experience the typical ground lease rate is 8% of agreed upon value. 
 
One of the primary benefits of a ground lease to a landowner is the long-term retention of 
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the property coupled with the superior position of the landlord compared to a lender or 
investor.  A senior “Preferred Equity” position has been suggested as a substitute for a 
ground lease “with the same annual economic benefits”, without, however, acknowledging 
the potential risks inherent in an equity investment that are not present in a ground lease.  
 
Transferring the fee simple interest in the parcel to a development company for Preferred 
Equity is actually a sale of the property. By contributing (i.e. selling) the parcel to the 
development entity, the University would be transferring its fee simple title to a private 
entity controlled by others. Senior preferred equity only means that the university would 
be first in line to receive cash flow from the development entity and that the cash received 
would be equivalent to the amount of what would otherwise be a ground lease payment. 
While it may not look exactly like an outright sale , this approach is in essence the 
University holding a note or a member interest covering an installment sale of the property 
to a development entity, but without having a security interest guaranteeing the note. 
 
Under the Preferred Equity approach, if the development entity were to become insolvent 
or unable to make payments to equity interests or its debt payments, the University would 
then have to weather the efforts of the developer to keep the enterprise afloat. Theoretically, 
a preferred equity contribution may have a provision that upon default of the senior 
preferred equity payments the University could foreclose the other members’ interest and 
the University would take over the entity.  That would result in the University owning the 
development entity and through it’s the parcel and improvements.  But the entity would 
still have its debts which are likely secured by the property. If the University cannot pay 
the development entity’s debts, the property will be foreclosed upon by the secured lender, 
and the Universities interests would be extinguished.  
 
Whereas, under a ground lease, the development entity is obligated to make rental 
payments. If the development entity defaults on the ground lease payments, the 
development entity’s lender would have a right to cure by making the payments in the 
entity’s place so that the lender would not lose its interest in the ground lease and the 
security interest in the improvements. The University would remain whole in its revenue 
stream as the lender steps in. If the development entity or its lenders declined to cure a 
default on the ground lease payments the University would terminate the lease and take 
title to the improvements without ever having been at risk for losing the ground. 
 
A ground lease provides certainty while a preferred equity position has risks. 
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QUESTIONS: 
• Please reaffirm  that a ground lease will be the only acceptable disposal of the parcel 
in a renewed/revised RFP. 
• Please confirm that the University does not consider a ground lease to be 
a) convertible to, or b) equivalent to the acquisition of an equity position in a corporate 
entity acquired with a contribution of the parcel’s fee simple title. 
 
Thank you for your attention to these issues and for the opportunity to provide input.  

 
 
 
Sincerely, 

 
       ASHBURN & MASON, P.C. 
 

 

        
        

Donald W. McClintock 
Michael S. Schechter 

 
 Cc:  John Hebard  jshebard@alaska.edu  
  General Counsel legal@alaska.edu  
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