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ABOUT THE AUTHORS

Lorenzo Romero is one of Arizona’s leading figures in finance, public policy and
strategic management, and has extensive experience working in the private and
public sectors.

Lorenzo is President of BASIS Educational Ventures, a role in which he oversees the
strategic planning, financial management and growth of the nation’s highest-rated
network of public charter schools, which includes 46 campuses and affiliates across
Arizona, Arkansas, Texas, Louisiana and Washington, D.C. Lorenzo also is President of
the Board of Directors for Arizona Autism Charter Schools, Arizona’s first and only
tuition-free network of public charter schools focused on the educational needs of
students with autism.

Earlier, he served under then-Gov. Doug Ducey in multiple roles, culminating with
Lorenzo's appointment as State Budget Director. During his tenure, the State of
Arizona passed prop 123 and improved its credit rating; turned a $1 billion budget
deficit into a $450 million fiscal surplus; acted on $7 billion worth of economic
development and infrastructure projects; created an innovative, $350 million credit-
enhancement program to help public schools reduce their borrowing costs; and
created a $1 billion technology-transfer initiative for Arizona universities. Prior to
serving in the Ducey administration, Lorenzo was legislative Director of Fiscal Policy
under three consecutive Arizona House Speakers.

Lorenzo has taught upper division finance and accounting courses at Arizona

State University's WP Carey School of Business, overseeing academic projects on
homelessness among veterans and other topics. He also is an advisory board
member for ChildHelp USA, an Arizona-based non-profit organization devoted to
helping children who have suffered neglect and abuse; a board member with First
Place AZ, empowering neurodiverse adults for employment and independent living; a
board member with the National Alliance for Public Charter Schools; and an advisor
to EVelution Energy, the nation’s first solar-powered, carbon-neutral, cobalt
processing facility, located in Yuma, Arizona.

Lorenzo earned his MBA from the Booth School of Business at the University

of Chicago, has a master’s in accounting and bachelor’s degrees in finance and
accounting from ASU and Barrett, the Honors College. He lives in Phoenix with his
wife, Monica, son, Cruz, and daughters, Mia and Livie.
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Glenn worked in the Office of the Arizona Governor, most recently as Gov. Doug
Ducey'’s Chief Economist and a policy advisor. In that role he advised on issues of tax,
fiscal, and regulatory policy, and was one of the Governor’s lead architects of his two
major tax reforms - including the 2021 income tax omnibus which phased in a 2.50%
flat tax (the lowest in the country). Glenn also led the budget team that produced the
Executive revenue forecasts and caseload spending numbers that have helped ensure
the longest run of structurally balanced budgets in State history. Glenn has a Master’s
Degree in Economics from Arizona State University's WP Carey College of Business,
as well as a B.S. from Arizona State University. He was born and raised in Arizona
where he now lives with his wife and three children.

Zachary Milne is the Senior Economist and Research Analyst for the Common Sense
Institute AZ. Zachary works with the Arizona research team to craft important and
thoughtful research concerning the Arizona economy.

Prior to CSI, Zachary attended Arizona State University, where he first attained a
bachelor’s in economics and statistics, followed by a master’s degree in economics.
Zachary has also worked in the Arizona Governor’s budget office, where he served as
an economist. In this capacity he developed the State’s revenue forecasts, and advised
a team of budget analysts on the creation of K-12 and Medicaid caseload figures for
the State’s annual budget. He also advised the Executive policy and leadership teams
on fiscal policy, and regularly presented detailed analyses on each of the dozens of tax
bills introduced in the Arizona Legislature each year.

Zachary is originally from upstate New York and is an enthusiastic NY Jets fan. He
also served over eight years in the United States Air Force and currently serves in the
Arizona Air National Guard at the 161st Air Refueling Wing in Phoenix Arizona. He is a
proud husband and father to four beautiful children.
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ABOUT COMMON SENSE INSTITUTE

Common Sense Institute is a non-partisan research organization dedicated to the protection and
promotion of Arizona's economy. CSl is at the forefront of important discussions concerning the future of
free enterprise and aims to have an impact on the issues that matter most to Arizonans. CSlI's mission is to
examine the fiscal impacts of policies, initiatives, and proposed laws so that Arizonans are educated and
informed on issues impacting their lives. CSI employs rigorous research techniques and dynamic modeling
to evaluate the potential impact of these measures on the Arizona economy and individual opportunity.

ABOUT THE EDUCATION & ECONOMIC
DEVELOPMENT FELLOWSHIP

The Education & Economic Development Fellowship at Common Sense Institute supports research at the
intersection of education and economic development. This fellowship explores how public policy impacts
economic mobility, school funding, housing affordability, and workforce readiness—identifying strategies
to promote long-term opportunity and shared prosperity for all Arizonans. Through data analysis and
actionable recommendations, this fellow works to uncover how smarter land use, education funding
models, and economic policy can help build a stronger future for Arizona.

TEAMS & FELLOWS STATEMENT

CSl is committed to independent, in-depth research that examines the impacts of policies, initiatives,
and proposed laws so that Arizonans are educated and informed on issues impacting their lives. CSl's
commitment to institutional independence is rooted in the individual independence of our researchers,
economists, and fellows. At the core of CSI's mission is a belief in the power of the free enterprise system.
Our work explores ideas that protect and promote jobs and the economy, and the CSI team and fellows
take part in this pursuit with academic freedom. Our team’s work is informed by data-driven research and
evidence. The views and opinions of fellows do not reflect the institutional views of CSI. CSI operates
independently of any political party and does not take positions.
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STATEMENT FROM THE EDUCATION &
ECONOMIC DEVELOPMENT FELLOW

As Albert Einstein once observed, “Compound interest is the eighth wonder of the world. He who
understands it, earns it; he who doesn't, pays it."

Nowhere is that truth more relevant than here in Arizona. The state stands as a shining testament to

the spirit of free enterprise and human ingenuity. Though it is the sixth-largest state in the nation—and
with only 17% of its land in private hands—Arizona has transformed scarcity into strength. Through
determination, innovation, and an unwavering belief in opportunity, Arizona has risen to become one of
the largest economies in America, generating more than $570 billion in annual GDP. This is more than
an economic success story; it is proof that vision, courage, and the will to create can turn even the most
rugged landscape into an engine of prosperity and possibility.

Yet, even with such remarkable growth, Arizona’s full potential remains untapped. Despite its
achievements, the state may have overlooked one of the greatest opportunities in its history—an
estimated $140 billion in lost K-12 education funding. How could such a thriving state allow

so much potential to go unrealized? The answer lies in the quiet, compounding power of long-term
investment and foresight.

For over a century, Arizona’s State Trust Lands have been a cornerstone of public education funding—
an inheritance meant to grow with every generation. Yet, too often, these lands have been treated

as static assets, rather than the living, compounding sources of wealth they could be. Imagine if the
returns from Arizona’s vast public lands had been reinvested strategically, harnessing the exponential
force of compound interest. The difference isn’t theoretical—it's transformational. Over decades, the
lost opportunity adds up to over $134 billion—resources that could have reshaped classrooms,
empowered teachers, and unlocked new futures for Arizona’s students.

This isn't a story of failure—it’s a call to vision. Just as Arizona once turned desert into industry, it can now
turn dormant assets into engines of learning and innovation. By reimagining how we manage and grow
our state’s resources, we can ensure that the promise of Arizona’s prosperity extends to every child,
every classroom, and every generation yet to come.
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| call upon all Arizonans—parents, teachers, business leaders, policymakers, and community advocates—
to recognize and correct the missed opportunity in how we manage our State Land Trust. For more than

a century, outdated restrictions have constrained our ability to fully leverage this immense public asset for
the benefit of K-12 education, economic development, and affordable housing. It is time to modernize the
Trust through thoughtful regulatory, statutory, and constitutional reform.

This will not be easy, but progress rarely is. Every day we delay, we forfeit the compounding benefits
that could enrich our schools, empower our workforce, and strengthen our communities. Let us choose
foresight over complacency, action over inertia. Arizona has always turned challenge into opportunity—
now, we must do so again. The time to act is now.

AL

Lorenzo Romero

President, BASIS Educational Ventures

Common Sense Institute Arizona's Education & Economic Development
Fellow
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INTRODUCTION

Arizona and New Mexico, which are both progressive reform-era states, had one of the largest and most
restrictive K-12 land trust grants in terms of total size and as a share of their states. The result has been less

development and missed opportunity. In fact, about 84% of Arizona’s original land grant remains trust

land, and more than 80% of that land is used for grazing, general rights-of-way such as roads or utilities
between other properties, or other low-intensity purposes. The average annual return to Arizona’s K-12
beneficiaries? Just $8.40 per acre per year. As a result of these and other development restrictions, most
of Arizona’s urban and economic development, and nearly all its people, live and work on less than one-

fifth of the state’s land area.

In prior decades, the Arizona State Land Department (ASLD) acknowledged its failure to productively
manage this resource and was more aggressive in pursuing commercial development, making the land
saleable, and bringing land to market. As a result, the state's K-12 financial trust has grown rapidly - from
$811 million in market value in 1995 to $8.7 billion today. But progress has been slow and hampered by
stringent regulations imposed on the ASLD by federal and state mandates.

This paper identifies the historical cost of mismanagement to Arizona’s K-12 system and other Land Trust
beneficiaries: $134 billion in lost distributions over the last century. It also explores the potential benefits
of fixing this issue going forward, in terms of both increased distributions to beneficiaries (like state public

schools) and increased economic opportunities for the
state’s 7 million residents. Arizona has grown quickly, more
than doubling its population over the last 30 years. Home
prices have grown more than 40% since the pandemic, and
land - particularly in exurban parts of the Phoenix metro - is
increasingly valuable but often difficult to legally develop.

Stringent legal requirements - an onerous auction and
appraisal process, a “highest and best use” subjective

legal standard, and political interference like the recent
prioritization of social and green causes by ASLD in selling
and using land - have been substantial impediments to
reasonable and productive management. As a result,
Arizona has more than 9 million acres of total Land Trust
today, including more than 8 million in K-12 Land Trust. In

comparison, California has less than half a million in land trust.

Hawaii and Alaska, the two states added to the Union after
Arizona, have no K-12 trust set-asides.

In prior decades, the
Arizona State Land
Department (ASLD)
acknowledged its failure
to productively manage
this resource and was
more aggressive in
pursuing commercial
development, making
the land saleable, and
bringing land to market.
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KEY FINDINGS

= Today, 9 million acres, 13% of the state's landmass, are owned by the State Land Trust. In practice,
most of this land is largely idle and undeveloped, even though CSI estimates that more than a third
of it is proximate to urban areas and potentially developable.

= Over the last century, Arizona’s K-12 Land Trust has produced $5.8 billion in distributions to
beneficiaries and an estimated $19 billion in net remaining asset value'. Had the state instead sold its
land grant in a timely manner and deposited the proceeds into its Permanent Fund, the K-12 Trust
today could have been worth $163 billion and distributed $140 billion to beneficiaries.

= There s still an opportunity to correct this policy error. Rapid growth has made much of this land
very valuable. CSl estimates that the ordered sale of remaining trust land over the next decade
would generate $18.5 billion in revenue and $55 billion in new economic activity and support the
development of 1 million new housing units over 20 years.

» Public services benefit, too, generating an additional $65 billion in distributions to public schools
over the next 50 years, and $5 billion a year in new state and local tax revenue.

! Of this total, ~$8B financial assets in the Permanent Fund; ~$11B is physical land value implied by reported lease rates. If this value seems low,
it is because most of the trust land leases return very little value to the state. See the section on “Unlocking the Potential of Trust Land” for a
discussion of this issue and our valuation methodology.
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WHAT ARE STATE TRUST LANDS AND
WHY HAVE THEM?

Since nationhood, the United
States has had a system for
disposing the national public
domain to private settlers
and local governments when
new states were created. The
General Land Ordinance of
1785, Northwest Ordinance
of 1787, and other early
federal policies systematized
this process, including by
reserving some public lands
for the support of schools,
and the transfer of title to
these reserved parcels on
statehood.!

In 1803, Ohio became the first
“public domain” state formally
unionized using this process,

FIGURE 1 - STATE TRUST LANDS BY STATE (NATIONAL ASSOCIATION
OF STATE TRUST LANDS, 2025)
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and the first state to receive a land grant specifically for the support of its public schools. At this time,
states were granted one “section” in each “township,” roughly one square mile for every 36 square miles

of state land.’

Over time, the set-aside would grow, peaking at four sections per township for the last three states
granted land under this structure (Arizona, Utah, and New Mexico). In 1826, Congress retroactively
allowed states to sell their school trust lands; most states, including Ohio, promptly did so.

While these parcels were to be held in trust by the state government for the benefit of common schools,
the amount of land received, and its long-term treatment, varied depending on the year of statehood, and
the specific terms Congress applied to that state's land grant.

Arizona and New Mexico were the final states admitted to the Union using this structure and given
statehood during the peak of the Progressive Era." About 10,960,000 acres — almost 15% of the entire
state, including more than 13% that was specifically designated for K-12 education - of Arizona’s land was
set aside at statehood for the benefit of 13 beneficiaries (predominantly public schools)."
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Most of this land remains FIGURE 3.

locked in the Land Trust and
mostly un- or under-utilized
today.

See Appendix A for an
accounting of all trust
lands, by state and year of
statehood remaining today.

The State of State
Trust Land

4.9%
Other States’' Land
Trust at Statehood

36%
Other States’ Share of
that Grant Remaining as
Trust Land Today

15%
Arizona’s Land Trust, as
a Share of All Land at
Statehood

84%
Arizona'’s Share of that
Grant Remaining as
Trust Land Today
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State Trust Land vs. Other Public Lands

As noted in an earlier portion of the report, ASLD holds roughly 13%" of all the state’s land in the Trust on
behalf of public beneficiaries, with the majority of that land (8 million acres) held for the benefit of the

state’s K-12 system.

The Trust is just one component of state public lands, however. Federal and tribal governments
additionally hold significant portions of the remaining land. In total, about 83% of Arizona’s land is owned

by either state or federal
entities or Indian tribes,
leaving only about 17%
owned privately and available
for ready development.”

In terms of acres,
approximately 60 million
acres are publicly held: 30.6
million acres are held by
the federal government,"
including nearly 28 million
acres specifically set aside
for recreation, grazing, or
preservation. Another 20
million acres are held by the
state’s 21 recognized tribal
governments.

Arizona’s Land Trust generally,
and its common schools
grant specifically, is by far the
largest source of public land.

Considered together and in
summary: 83% of all land

in Arizona is publicly held,
with 11% in trust for public
beneficiaries. This fact limits
the state's development
potential, and that constraint
will grow more binding over
time absent reform.

FIGURE 4.

Arizona Land Ownership by Owner Type
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Permanent Funds and Their Relationship with State Land Trusts

While the core function - to generate revenue for designated beneficiaries - of state land trusts has
remained consistent, since the early 19th century, states have struggled to balance competing goals. They
are supposed to generate immediate investment in their nascent public services, like K-12 education,
while preserving long-term trust valuations for the benefit of future generations and enabling their states
to grow and develop privately. Early state trust land policies often emphasized immediate returns, leading

to rapid land sales that established early public-school systems and strong economic foundations, but
arguably missed opportunities for long-term, dedicated land trust funding.

The absence of “permanent” funds to house proceeds of trust land sales compounded these issues.
Without mechanisms to invest and grow proceeds from land sales, states that quickly sold their trust land
exchanged immediate investment in beneficiary public services and greater opportunity for development
and economic growth for greatly diminished future trust land revenue-generating capacity. In 1837,
Michigan became the first state admitted to the Union that, in addition to receiving a land grant for
support of its common schools, also established a fund to house permanent revenues attributable to that

grant (e.g., proceeds from land sales). This change would carry forward into Arizona'’s statehood structure.

Revenues generated from the sale of state trust lands in Arizona are deposited into the Permanent Land
Endowment Trust Fund (PLETF), managed by the State Treasurer’s Office - as opposed to ASLD, which
oversees the Land Trust. Though often referred to as a single large fund, the PLETF is composed of 13

distinct accounts, each of
which is designated for

a specific beneficiary. As
of 2024, the Common

FIGURE 5.

Arizona State Land Trust by Beneficiary

Common Schools account for over 93% of the total PLETF value and 87% of the total land still

Schools Fund accounted for held in trust.
93.30/0 Ofthe PLETF'S tOta| Beneficiary Acreage in Trust PLETF Value ($ in thousands)
market value, making it by AGM Colleges 124903 $15112

far the largest component. Military Institutes 80,168 41,012
Not coincidentally, this Normal Schools 174,403 $9,767
number roughly mirrors School of Mines 123255 $17308
the distribution of land by \iereiyiLeond Eae — -
beneficiary in the 1912 trust ety ai et 18476 125010
grant Legislative, Executive, & Judicial Bldgs 64,225 $12,748
Although the PLETF differs NiGeRs HasiE it il
from the physical land still Penitentiaries 76970 $25525
held in trust, the value of both School for the Deaf & Blind 82,557 $9,609
can be thought oftogether St. Charitable, Penal, & Reformatory 76,859 $243,576
as forming the corpus of the State Hospital 71,003 $22:383
overall State Land Trust. While Common Schools 8024118 $8,083923
the total value of physical land Total 9,178,789 $8,673,518

may diminish through land
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sales, the PLETF is constitutionally protected and cannot be spent - meaning that value is preserved rather
than lost, but the state’s opportunities may change. For example, the state could free more land for private
development and shift the state’s asset weight toward financial instruments with greater appreciation
potential and lower management costs.

Unlike expendable revenues such as lease income, which flow directly to beneficiaries each year,
proceeds from land and mineral sales are added to the fund’s principal and are invested by the state
treasurer’s office. Over the last 20 years these investments have yielded an average annual return of
7.8%."" For context, the average annual return in the Dow Jones Industrial Average over the same period
was about 11%.* Expendable revenues grew at an average annual rate of just 1.3% over that period.
Beneficiaries also receive distributions from the PLETF based on a statutory formula designed to preserve
the fund’s long-term value while generating stable support for public services. These distribution formulas
have evolved over time in response to economic conditions, legal rulings, and policy reforms.

PROPOSITION 102 (1998)

Prior to 1998, distributions from the PLETF were based on a five-year average of inflation-adjusted
investment returns, which notably excluded capital gains or appreciation in the value of fund assets. At
that time, the state treasurer was also prohibited from investing in securities like equities which severely
constrained potential returns. This structure resulted in unpredictable, volatile distributions and low PLETF
performance and return rates that, ironically, mirrored the state’s poor performance with its physical land.

Recognizing the flaws in this approach, a major shift occurred in 1998 with the introduction and passage
of Proposition 102, which allowed the treasurer to begin investing PLETF assets in a broader array of
financial instruments, including up to 60% equities.* The measure also authorized the inclusion of capital
gains in calculating trust income. While these changes improved the long-term performance of the PLETF,
it did not resolve volatility in annual distributions.

PROPOSITION 118 (2012)

At the request of then-Treasurer Doug Ducey, in 2012 Arizona voters approved Proposition 118, which
replaced the previous return-based formula with a fixed-rate distribution equal to 2.5% of the five-
year average market value of the PLETF. This reform was designed to smooth the sharp year-to-year
fluctuations seen under the prior system, providing more predictable funding while preserving or
modestly increasing average distributions so underlying fund trends would not meaningfully change.

PROPOSITION 123 (2016)

Most recently, in 2016, Arizona voters passed Proposition 123 in part to resolve a long-running lawsuit
alleging the state underfunded the K-12 funding formulas during the Great Recession. The measure
increased the distribution rate from 2.5% to 6.9% for 10 years, significantly increasing school formula
funding as compensation for reductions during prior years. This adjustment resulted in $3.7 billion in
cumulative additional revenue for Arizona schools through fiscal year 2025.¢
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Despite more than doubling FIGURE 6.

the distribution formula, Common Schools Permanent Fund Value 1912 to Present

H Allowing the investment of permanent funds into equities led to a substantial increase in fund value.
the Value in the PLETF haS Increased distributions from prop 123 did not deter this growth.

increased exponentially

Prop 102 allows
60% of PLETF in

since passage of Proposition $8.000M
102 due to the rapid pace
of capital appreciation $6,000M

allowed by a growth- and
risk-balanced investment
strategy. In the 5 years prior
to and after the passage of
Proposition 123 the market
value of the Common Schools
Permanent Fund increased
58% and 48% respectively - meaning that while the higher distribution rate may have reduced corpus
growth, it did not eliminate that corpus or reduce the funds real value over time.
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$4,000M

$2,000M
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Trust Management in Arizona

A product of its statehood land trust, Arizona manages two separate assets for the benefit of K-12
education and other federally-designated beneficiaries: the Land Trust, consisting of approximately 11
million acres of physical land granted to the state in 1912, but legally set aside to be used for the benefit
of the state’s public schools; and the PLETF, which is a financial account consisting of permanent funds
attributable to the use and disposition of these physical lands. Again, the Land Trust is managed by the
Land Department, while the PLETF is managed by the State Treasurer.

Because of a perception by some policymakers that prior land grants to states had been disposed of too
quickly following statehood, and popular progressive era views that preferred permanent central public
management, when Arizona and New Mexico became states, Congress imposed much more stringent
legal provisions. Unlike earlier grants, Congress was explicit: these lands were “held in trust,” and any use
“contrary” was a “breach of trust.™ This shift created a substantial legal liability for Arizona generally - and
its Land Department specifically - since the trustee’s fiduciary relationship has a long and complicated
common law history.

Arizona’s administrative responses to this designation included constitutional and statutory mandates that
protected the Trust from premature or “undervalued” disposal. Arizona prohibits any kind of mortgage

or other legal encumbrance of the land altogether; land must either be sold or leased to the “highest and
best bidder” at public auction. But before a sale can proceed, an appraisal at “true value” must be ordered,
and the land cannot be sold for less than its appraised value.* Finally, and critically, unlike many states,
Arizona created a fund, the PLETF, to hold in perpetuity the permanent revenues from the sale of trust
lands. This fund acts as a kind of perpetuity comparable to the land itself - an asset capable of long-term
compound growth that makes annual cash distributions to designated beneficiaries, but that is protected
by the high legal bar of trust and trustee.
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Arizona’s trust obligations are not paper mandates but are, unlike in previous states, legally and
independently enforceable by a variety of third parties, including the U.S. Attorney General. Later Supreme
Court rulings affirmed the more stringent rules guiding Arizona’s management of the trust.xvxvixvi

Land Trust Management. The leasing and disposition of trust land, especially urban trust land, is subject
to extensive planning by the ASLD, including onerous and restrictive five-year “conceptual use plans” and
“disposition plans” which largely dictate what parcels of trust land will be sold and when .

While on the surface these restrictions seem reasonable to prevent alleged fire sales or to preserve the
public domain, they make the
process of using the land for FIGURE 7.

the financial benefit of the
trustees - and the general
benefit of all Arizonans-
much more time-consuming
and difficult. This situation

State Land Trust Leases, 2024

Despite retaining over 83% of trust land granted to the state, lease income
accounted for only $52.9 million in revenues for beneficiaries in 2024.
Distributions from PLETF investments accounted for over $424 million.

. . .. Lease Type Acres Receipts $/acre
is particularly problematic if P P
one considers how much land Agriculture 155,747 $ 4,597,010 $29.52
was set aside in the state’s )
. Commercial 83,021 $ 30,639,977 $369.06
Land Trust — more than twice
reserved in all states - and Rights of Way 361,578 $7,978,153 $22.06
how much is owned by public
owners more generally, These Use Permits 1,061,150 $ 2,442,201 $2.30
restrictions practically limit Institutional Taking 9565 $757,716 $79.22
Arizona's opportunities for
U.S. Government 9813 $18,744 $1.91
growth and development.
Whereas earlier states were Other 11,555 $109,298 $9.46
able to sell, encumber, or Total Surface 10,014,991 $ 49,557,152 $4.95
otherwise divest themselves
of their physical land grants
_ Py _ 9 Mineral 43,859 $ 463,346 $10.56
relatively quickly and
New Mexico have held onto Mineral Material 2761 $ 486,725 $176.29
most of their physical trust
land. In the 66 years between Ol & Gas BiaRdl S SeE =l
1912 and 1978, the amount of Total Subsurface 1,277,336 $3,314,384 $2.59
land held in trust for Arizona'’s
H 0,
K-12 system increased 3% Total Leases 11,292,327 $ 52,871,536 $4.68

thanks to the addition of

2Due to the method of distributing trust land and pre-existing land ownership prior to statehood, roughly 1.4 million acres of the total 9.4

million grant to the state’s K-12 beneficiaries was added to the Trust over time. Even if all 9.4 million acres were counted as in Trust at
statehood, the state only would have disposed of roughly 11% of its acreage dedicated to K-12.
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in-lieu and indemnity lands to the trust over the years.? As of 2024 - 112 years after the state’s birth -
Arizona still holds title to 85% of its original K-12 trust land endowment.™

For perspective, of the 29 states with land trust set asides created at statehood, just 7 states retain at least
half of that original grant.

This vast acreage is managed by ASLD, ostensibly for the benefit of the public schools. In practice, the
land was almost entirely idle before the 1980s; even today, most of this land sees little development

or use. By law, ASLD distributes receipts and revenues attributable to the productive use of this land to
beneficiaries (or, if permanent, deposits them into the PLETF). In 1998, the Land Trust earned $14.3 million
from land leases and other expendable revenues; last year, the Trust earned $67.4 million. For context,
the entire K-12 budget in Arizona is $16.2 billion* Distributions from the PLETF reached $424.2 million in
2024 (530% more than from the Land Trust), up from $57.3 million in 1998.

While high-profile long-term lease activity has recently resulted in strong returns to Land Trust
beneficiaries - for example, the long-term lease and subsequent sale of Desert Ridge in northern Phoenix
by private commercial property developers™ - this practice is relatively modern; the state did not really
begin developing valuable trust land for lease or sale until the 1980s following the passage of the Urban
Lands Act.

For most of the Trust’s history, nearly all the land has been idle and undeveloped - used for grazing,

light agriculture, or general and recreational use. These uses have created little value for either the state
generally or designated beneficiaries. And clearly, the strict legal standards imposed on ASLD - and threat
of litigation or personal liability — has contributed to this conservative posture

More recently, political risk has been introduced, shifting the goal of trust management away from

value maximization for beneficiaries in some instances to the pursuit of other ends. ASLD in its annual
reporting now identifies “focus” areas, including solar leases and housing projects, that may reflect
political priorities of ASLD leadership and state elected officials rather than the “highest and best” interest
of beneficiaries*¥ On the other hand, as particular uses become disfavored politically - for example,
alfalfa farming during periods of growing sensitivity about water™ - the state may feel it necessary to
limit such activities, regardless of their true economic merit.

Permanent Fund Management. As discussed earlier, Arizona protects the total value of its statehood land
grants for legally entitled beneficiaries. The total scope of this Trust is reflected not just by the volume

or value of physical land held by the state, but also by the financial value of permanent funds derived

from this land over the past century. These permanent funds are held in the PLETF financial accounts and
managed by the Treasurer’s Office.*

Today, the treasurer manages more than $9 billion in financial assets on behalf of K-12 public schools and
other beneficiaries. >

Continuing to hold most of the original grant value in the form of physical land has dramatic
consequences for beneficiaries and the state generally, since most beneficiary distributions from the
original trust grant come from PLETF and not the Land Trust. At the same time, development of the Land
Trust has been limited at best; even today, more than 80% of the land is used for grazing or open access
areas.
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By 1998, the annual distribution from the PLETF (e.g., financial assets) to public schools was nearly four
times larger than the revenues generated from lease and other expendable revenue sources (e.g., physical
land assets), despite the Trust retaining more than 86% of the original K-12 physical land endowment. i
By 2024, the Common Schools Fund was more than six times larger - again, doing much more but with a
fraction of the original asset value.

On average, the PLETF FIGURE 8.

returns over 7-8% per year

P Common Schools Land Trust and PLETF
on its investment pOOIJ and Distributions from the PLETF dwarf the distributions from the land trust, even though the PLETF only began to grow in

by law distributes 25% of this ™1 T 0 ke i
pool to beneficiaries. Between $30000M
1998 and 2024, the value of

the Common Schools PLETF

grew nearly 10-fold from an Ran o
estimated $843 million to
$8.1 billion while distributing
a cumulative $3.9 billion to
beneficiaries. For context, the

$400M

$300M

$10,000M

il
[

; il
il

. . . e

Land Trust distributed just ||||||||||||||||||||
som ] ,.“|||||I SoM
$1 5 billion in expendable 1912 1918 1924 1930 1936 1942 1948 1954 1960 1966 1976 1982 1988 1994 2000 2006 2012 2018 2024
Source: Arizona State Land Department Annual Reports, Arizona State Treasurer Annual Reports, CSI Estimates - Data before 1998 drawn from historical
revenues OVer the sa me Land Department and Treasurer reports where possible. Gaps were estimated or interpolated by CSI.
"

period.

This loss of revenue potential is further compounded by the costs associated with maintaining and
managing trust land that remains in the state’s possession. The ASLD currently expends more than

$25 million in resources each year to maintain this vast acreage, including more than$12 million from
the State's General Fund.** Management costs for the PLETF by the treasurer are estimated at $2 million
per year.?

3 Assumes that approximately 28% of the Treasurer’s Office operating budget is attributable to PLETF management, and that third-party
management fees on fund assets are about 1.0 basis points.
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UNLOCKING THE POTENTIAL OF

TRUST LAND

Because the development
potential for more than

80% of Arizona land is limited
due to some form of public
ownership and management,
growth has been
concentrated in urban and
privately managed corridors
around greater Phoenix and
Tucson. While the amount
of land has been enough
historically to keep up with
demand, more recently the
urban Phoenix metropolitan
area has begun to encroach
upon its boundary. Indeed,
even as of 2006, up to 30%
of the developable land in
Maricopa County and the
fast-growing Phoenix metro
was owned by the Land
Trust. > Most of these
properties are concentrated
in the exurban areas, north
or west of the 101. Once
open desert is now quickly
being sub-urbanized. At least
58% of all land in Maricopa
County is owned by federal,
tribal, or other state and local
government entities. >

FIGURE 9.

State Trust Land Near Arizona's Urban Areas

While our model assumes all land can be sold, modeled
economic development would occur on parcels within 5 or 10
miles of a city or town

B State Land Trust Parcels
[0 Within 5 miles of an incorporated city or town
Within 10 miles of an incorporated city or town
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Currently, CSl estimates there are a total of 276,700 acres of unleased trust land within a 10-mile radius
of Arizona’s incorporated cities and towns, enough for more than 200,000 housing units.*ii ncluding
agricultural and grazing land within the same distance - land which currently commands very low value
for trust beneficiaries in terms of annual per-acre lease revenues - up to 3 million acres of potentially
developable trust land are present in or around already developed population centers in the state.

According to ASLD, only about 80,000 acres of trust land are currently under commercial lease across
the entire state. For context, there are about 9.2 million acres of trust land in total as of 2024. Again,
the vast majority (83%) of Land Trust leases are for grazing or general use and access of land that, by
definition, is undeveloped.

This fact suggests that there are significant underutilized economic development opportunities in and
around Arizona’s fast-growing population centers. The numbers are particularly striking given the state’s
immediate need for another 50,000-100,000 housing units.*" Several studies have found that land
use restrictions and other regulations limiting the supply of buildable land lead to increases in real estate
prices. ™ Similarly - and especially relevant in the current building environment - rising construction
costs further erode builder margins, making land costs either an opportunity or a liability, depending on
whether the state can improve the quantity available for construction of the kind of suburban, single-
family homes most people want. Even if the availability of physical land was not a binding constraint on
the construction of new homes - a notion that seems increasingly implausible - supplying more land for
private development would still put downward pressure on land prices, and in turn facilitate the building of
more affordable housing while unlocking greater future growth potential.

Despite this potential, the Land Trust has proven sclerotic towards private development. As early as

the 1980s, the ASLD acknowledged the untapped value of trust land - particularly in urban areas - and
sought reform. With passage of the Urban Lands Act, it tried to better identify and manage potentially
developable trust lands, and either sell them or make them available to long-term leases. While the high
prices commanded for lands successfully sold or leased under these agreements confirms the opportunity
is real, the pace of sales has remained uninspiring. Since 1998, ASLD has sold just 101,600 acres of trust
land and initiated 588 acres in new commercial leases.

Despite a growing effort toward reform over the last 40 years, the state has proven that managing
its Land Trust is expensive, creates massive opportunity costs for beneficiaries relative to instead
managing a larger permanent fund, and imposes costs on the public generally in terms of reduced
private development, foregone economic growth, and higher housing prices. Even assuming that trust
land outside of urban areas is already being used in an economically optimal manner - a big assumption
- and that the economic potential of privatizing all trust land relative to the baseline only occurs on
developable parcels within 5 or 10 miles of a city or town, CSl's econometric model shows potential
massive benefits from privatization.
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Economic Impacts of Selling Trust Land

To evaluate the economic benefits that could accrue to the Arizona economy as a result of selling state
trust land versus continuing to hold it, CSI considered two scenarios. The “high” scenario assumes the sale
and development of all potentially developable state trust land within 10 miles of Arizona’s incorporated
cities and towns. The “low” scenario restricts this evaluation to land within 5 miles.

Using current land use data analyzed through ArcGIS, we estimate that approximately 1.6 million acres

of potentially developable trust land lie within 5 miles of an incorporated area, with an additional 1.4
million acres between 5 and 10 miles - totaling roughly 3 million acres. Of this, CSI estimates that about
2.1 million acres are physically developable within the 10-mile range, and 1.2 million acres are developable
within the 5-mile range. ' These figures exclude land that is steep, mountainous, or otherwise
unsuitable for residential, commercial, or industrial development. In short, this analysis focuses on land
that satisfies three criteria: it is legally developable (it would be privately owned and privately accessible),
practically developable (it is proximate to existing urban infrastructure and public utilities), and physically
developable.

Of the developable land, CSl assumes that approximately 54% would be used for residential
development. That number reflects the current distribution of land uses in developed Arizona as
estimated by CSI. The remaining 46% would be allocated for commerecial, industrial, or other uses. Based
on these assumptions, we estimate the land could support between 800,000 and 1.4 million new housing
units, or approximately 41,000 to 72,000 units annually over a 20-year period. i

The addition of new developable land and housing supply would have significant implications for land
values, construction costs, and housing prices. Assuming the land is sold evenly over a 10-year period,
we estimate land prices would decline by 1.59% to 1.72% in the first year - based on empirical estimates
of land supply and demand

elasticities.Viixxix Gjyen
: Economic Simulation Results at Year Ten
that land comprises roughly Once accounting for dynamic effects, the economic impacts of selling trust land to the private
13.7% of total residential sector are significant. The impacts to GDP alone are equivalent to nearly 2 additional years of
growth within the 10-year period.

FIGURE 10.

construction costs,? this

. . High Estimate Low Estimate
price reduction translates
tO a O 220/ O 240/ drop in Private Non-Farm Employment 363,600 251,500
. o-VU. (0]
construction costs in year 8% o
one. OVer the fu" decade' Labor Force 367,000 245,600
new home construction costs 92% 62%
would fall by 1.9%-2.1%, all Total Output $114.48 §79.78
other factors being equal. 9.0% 6.2%
i . . GDP $66.8B $46.7B
Simulating a housing supply
8.7% 6.71%
increase of 41,000 to 72,000
) . Personal Income $53.4B $36.0B
units per year - representing
a1 . . 7.3% 5.0%
$18-$31 billion in new capital
Housing Price Reduction -5.5% -3.2%

investment annually - yields
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a 1.7%-2.9% decline in housing prices by year five, all else equal and relative to baseline expected home

price growth.

Over the full 20-year horizon, home prices are estimated to fall by nearly 10% under the “high”, 10-mile
scenario - equivalent to a $50,000 reduction based on current average home prices.

While these estimates are substantial, they reflect only static and direct impacts. To capture the broader

dynamic effects on Arizona’s economy, we modeled both scenarios using the Regional Economic Models

Inc. (REMI) TaxPl+ platform. This tool allowed us to assess the impacts on gross domestic product (GDP),
personal income, employment, and other key metrics of expected new capital investment and economic

development.

When accounting for
dynamic effects, the sale

and development of state
trust land is projected to
increase Arizona's GDP

by 8.7% by year 10 for the
“high” scenario relative to the
baseline and 6.1% in the “low”
scenario. Given that nominal
GDP growth in Arizona has
averaged 4.8% annually
since 2006*" this number

is equivalent to nearly two
additional years of economic
expansion over the decade,
or a 20% boost.

FIGURE 11.

Simulation Results
By year 20 of the simulation, total population in the state grows 8.1% above the historical baseline, contributing
to a 7.6% rise in GDP, 6.6% rise in real disposable income, and a 5.3% rise in State and Local Tax Revenues.

@ Population @ Housing Units @GDP @ Real Disposable Personal Income [ State & Local Tax Revenue

40%
30%

20%
19.6%

10.4% 0 5o,
S 8.9%
g 7.6% o 7.6%
7.3% a6
i 5.7% 5.6% 5.3%
0%

5 Year 10 Year 20 Year

NOTE: REMI does not model government revenues directly, but does simulate government consumption expenditures and gross investment. We
assume a balanced budget and use the growth in this metric as a proxy for tax revenues.
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UNLOCKING GREATER VALUE FOR
TRUST BENEFICIARIES

In addition to development impacts, reallocating the state’s
trust assets away from physical land — which have proven costly Historical
and difficult to efficiently manage on behalf of beneficiaries

- and into permanent funds consisting of independently Performance
managed financial assets will benefit public schools and other 1998-2024
beneficiaries. On average and over the long run, a balanced

portfolio like the PLETF can expect to earn between 7% 3.7%

and 8% annually on average. Accounting for compounding Land Trust Average
interest as well, that means the value of such a portfolio before Annual Growth

distributions should double approximately every decade - in
turn allowing distributions to beneficiaries to double over
roughly the same period. For perspective, based on a historical 554.7M
review of the PLETF's market value and assuming a constant Average Annual
distribution of 2.5% of five-year average market value of Distribution
the fund, distributions to beneficiaries would have doubled

between 1998 and 2008, and again between 2008 and 2015. 229
. (]

These numbers is not mere speculation. We know the historical PLETF Average
relative performance of the Land Trust and PLETF in Arizona,
and we also know the experience other organizations have had
after they leveraged by managing large financial endowments
responsibly and over time. Harvard University famously $144.7M
manages a permanent fund worth more than $50 billion for Average Annual
the benefit of the institution. The fund earns an average annual Distribution
return of about 11% and distributes about $2 billion to the
various schools and programs Harvard operates.How did it
begin? With a humble seed grant of just $400 dollars in the

17th century*i — worth the equivalent of about $200,000 today.
Even at the beginning of the 20th century, it was worth only
about $25 million - but the introduction of modern, diversified
investment management strategies over time led to rapid and
permanent growth "

Annual Returns
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Historical Counterfactual

Using historical lease-use and land area data from ASLD, along with actual historical permanent
distributions derived from the lands, CSI estimated the value of the original 1912 land grant to Arizona.
Subject to inflation and a best-use adjustment, which accounts for shifting land use over time as well as
the cost of money*, we treated land as a perpetuity: a fixed asset with defined and immutable physical
characteristics. On the other hand, the PLETF is a permanent fund composed of mixed financial assets; it
can create (or lose) value. A reasonable assumption, though, is that a mixed risk-balanced portfolio might
typically realize returns consistent with a basket divided between the Dow Jones Industrial Average (DJIA)
and U.S. Treasury bonds. Actual historical returns from such a portfolio are, in hindsight, easily known.

Given these facts, CSI constructed a counterfactual scenario for the common schools’ portion of the
statehood federal land grant to answer the question: what if the state had rapidly, and at prevailing market
prices plausible at the time, sold its original land grant and converted the proceeds into permanent

funds invested in a diversified basket of financial securities? Would it have created more or less value for
beneficiaries — and more or fewer distributions - than the state’s actual conduct over the past century?

As a baseline, we considered a scenario where all land in the Land Trust was disposed of over a 20-year
period, deposited into the PLETF, and grown according to a weighted average of the returns on 10-year
Treasuries and the DJIA less distributions to beneficiaries. We noted that while the weighted investment
growth considered for the counterfactual scenario differs from the growth experienced in the actual
PLETF over time, it approximates more recent policy changes, namely the passage of Proposition 102
which allowed for up to 60%

Investment in securities. FIGURE 12.
Furthermore, we made a Total Land Trust Value, Historical vs. Counterfactual
. oo . By 2024 the total value of the PLETF in the baseline counterfactual exceeds the estimated value of both the
SImpllfylng assumptlon that land and PLETF for Arizona's K-12 system by nearly nine times.
d|Str|but|OnS from the PLETF @ Counterfactual Trust Valuation @ Land Value @PLETF Value

in both the historical and
counterfactual equal 2.5%
of the five-year average 8400000
market value of the PLETF.
While actual historical
distributions differed from
this methodology, this
assumption is useful for two ||
reasons. First, it does not lII||||||||||||||||
q p 1912 1918 1924 1930 1936 1942 1948 1954 1960 1966 1976 1982 1988 1994 2000 2006 2012 2018 2024
calculations for beneficiary

$50,000.0

$30,000.0

Trust Value

$20,000.0

$10,000.0

4See the technical appendix below for the land valuation methodology.

® A detailed technical explanation of our land valuation method is provided in Appendix B at the end of this report.
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distributions, which would have been dependent on metrics for which there is limited data going back to
statehood. Second, this methodology matches the modern distribution framework both before and after
the expiration of Proposition 123. To the extent that this simplifying assumption over/underestimated the
annual distributions to beneficiaries, it did so for both our historical and counterfactual scenarios and thus
did not impact the relative performance of the two scenarios.®

Under these assumptions, had the state sold its land grant over a 10-year period between 1913 and

1923, it would have realized approximately $302 million in seed proceeds to establish an early PLETF.

At an average annual rate of return of 9.4% over the past century (based on actual observed asset
performance), this fund would today be worth more than $163 billion - compared to an estimated

$19 billion in combined actual value currently enjoyed by the Land Trust and PLETF on behalf of
beneficiaries and given the state’s actual historical behavior. Over that period, distributions to K-12
beneficiaries would have been worth a combined $139.9 billion in the counterfactual scenario, versus
$5.8 billion in estimated historical distributions and expendable revenues accounted for in our research
- a 2,312% gain to K-12 beneficiaries over the lifetime of the state.

Prospective Counterfactual

While our historical counterfactual informs us what could have happened had the Land Trust been
managed through more growth-centered policies, it also is a valuable exercise to evaluate the likely
outcome of these policy changes going forward. Like our historical counterfactual, we constructed a
prospective counterfactual that examined what the state could expect to see in terms of Land Trust value,
PLETF growth, and distributions to beneficiaries in both a status-quo scenario, and one in which the state
entirely converts trust land to PLETF investments through sales over 10 years.

For this scenario we keep many of the same underlying assumptions as the historical counterfactual. We
assumed average annual investment returns to the PLETF of 9.07%, aligning with the 30-year average
performance of an investment fund comprised of 60% equity securities (measured through the DJIA) and
40% Treasury bonds. PLETF distributions in both our status quo and counterfactual assumed the same
2.5% distribution formula in effect following the expiration of Proposition 123. We also assumed in the
status quo that some land continued to be sold each year with the proceeds deposited into the PLETF,
and that the value of this land aligned with the historical trend. For example, land sales over the last 10
years brought in an average of $221 million annually for the PLETF; we contemplated an average annual
revenue into the PLETF under our status quo of $248 million.

The sale of all the land in Trust yields $15.3 billion over 10-years for the PLETF, which, along with
investment growth, increased the prospective counterfactual PLETF from $8.1 billion in 2024 to $37.0
billion by 2034.

By 2075, the prospective counterfactual PLETF would increase to $544.1 billion, a growth of 2,771%

over the combined value of the Land Trust and PLETF in 2024. More than $169 would be distributed to
beneficiaries over this time. In comparison, the combined value of the Land Trust and the PLETF under
the status-quo case would increase to $384.3 billion, a 1,928% increase. Over this time, the cumulative
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distribution to beneficiaries from both the Land Trust and the PLETF would reach $104 billion, nearly
40% less than under our prospective counterfactual. For context, the additional $65 billion in
distributions between our prospective counterfactual and status quo scenario alone is enough to
completely fund all K-12 expenditures in the state - including all local, state, and federal funding - for
nearly 4 years.”"

Alternatively, according to educationdata.org, Arizona ranks 49th in per-pupil funding (at, by their
accounting, $10,090).* Assuming no other changes in relative ranking, and that all of the additional
distributions generated by this policy reform were treated as net-new K-12 funding (rather than offsetting
existing equalization formula

: FIGURE 13.
commitments from other GU 3
funds), the state would move Prospective Counterfactual vs. Status-Quo
h Under similar assumptions as our historical scenarios, Trust beneficiaries could expect 63% more in distributions through
tO 39t (OVEI’ $20;282 Per‘ 2075 and an overall PLETF value 42% higher than the combined value of the Land Trust and PLETF under the status-quo.
St u d e nt_ pe r_yea r | n 2 O 24_ 2 5 @ Status-Quo Land Trust & PLETF Value @ Counterfactual Land Trust & PLETF Value @ Status-Quo Distributions @ Counterfactual Distributions
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3For our low estimate of the child care gap, we assume 25% of children are provided child care through these informal methods, consistent
with figures cited by the U.S. Census Bureau.
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BOTTOM LINE

Arizona’s state trust lands were meant to fund public education, yet more
than a century later, more than 8 million acres remain underused and
generate only about $8 per acre per year - a fraction of their potential.

If Arizona had more efficiently sold and reinvested those lands after
statehood, the Permanent Land Endowment Trust Fund could be worth
nearly $164 billion today, delivering dramatically higher returns for K-12
schools.

Reforms that convert idle trust land into productive investment could
unlock billions in new value for classrooms and the economy alike. Selling
and reinvesting high-value parcels near growing communities could
increase the endowment to $37 billion within a decade and generate $5
billion annually in new revenue while expanding housing supply, lowering
homeownership costs, and growing the state’'s economy. The lesson is
clear: the longer Arizona waits to modernize trust land management, the
more opportunity it leaves on the table for its schools and its future.
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APPENDIX A: LAND GRANTS AND THEIR

CURRENT STATUS, BY STATE

FIGURE 13.

State Common Schools Trust Land

Shood S8
1803 Ohio
1812 Louisiana
1816 Indiana
1817 Mississippi
1818 lllinois
1819 Alabama
1821 Missouri
1836 Arkansas
1837 Michigan
1845 Florida
1846 lowa
1848 Wisconsin
1850 California
1858 Minnesota
1859 Oregon
1861 Kansas
1864 Nevada
1867 Nebraska
1876 Colorado
1889 N. Dakota
1889 S. Dakota
1889 Montana
1889 Washington
1890 Idaho
1890 Wyoming
1896 Utah
1907 Oklahoma
1912 I’\qlleev)\(lico
1912 Arizona*
Average

Original Common Schools % of Total Land Granted
Grant (acres) in Trust

724,266 2.8%
807,271 9%
668,578 2.9%
824,213 2.7%
996,320 2.8%
911,627 2.8%
1,221,813 2.8%
933,778 2.8%
1,021,867 2.8%
975,307 2.8%
1,000,679 2.8%
982,329 2.8%
5,534,293 5.5%
2,874,951 5.6%
3,399,360 5.5%
2,907,520 5.6%
2,061,967 2.9%
2,730,951 5.6%
3,685,618 5.6%
2,495,396 5.7%
2,733,084 5.6%
5,198,258 5.6%
2,376,391 5.6%
2,963,698 5.6%
3,472,872 5.6%
5,844,196 11.1%
2,044,000 4.7%
8,711,324 11.2%
8,093,156 11.1%
2,696,382 4.9%

Trust Land Remaining % of Original Grant
(acres) Retained by State

643,000

<45,000

unknown

75,755
458,843
2,500,000

697,200

2,914
1,251,000
2,800,000
669,384
760,000
4,841,742
1,800,000
2,125,000
3,010,000
3,168,000

726,000

6,800,000

8,024,118

1,494,554

0%

0%

78%

0%

0%

0%

0%

77%

8.3%

87%

20.5%

45.8%

76%

26.8%

27.8%

93.1%

75.7%

71.7%

86.7%

54.2%

35.5%

78.1%

99.1%

36%

*Arizona's total Common Schools Grant reached 9,400,000 acres after the inclusion of indemnity lands through the 1900's. The state currently retains 85.4%

of this total grant amount.
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APPENDIX B: TECHNICAL AND MODELING

ASSUMPTIONS

Central to the analysis presented in this report is the question: what is Arizona’s land actually worth?

Unlike the PLETF, the market value of which is publicly reported, the value of the land held in trust is harder

to pin down.

While no comprehensive public valuation of trust land exists, annual lease revenue offers a starting point.

Using a standard income capitalization-with-growth model, CSI generated reasonable estimates of land
values based on current leasing activity. We completed this calculation for 2024 based on ASLD leasing
data and derived the value of prior years by discounting this value by our assumed growth rate - which

matched average inflation over the century.

Specifically, the value of land type j is: Value; =

Where L is the annual, per-
acre lease revenues for land
type j as reported by ASLD;
R is the assumed discount
rate of 7.0% based on the
valuation of similar assets;*"i
xiixix and G is the constant
annual income growth,
assumed to match average
inflation of 3.1% over the
century. Figure 15 provides
these valuations by land use

type.

Rather than treating all trust
land as equal, this approach
valued each parcel based on
its current use, aligning more
closely with the “highest

and best use” principle. It
recognized that certain

_J_
R-G

FIGURE 15.

Estimated Land Value, 2024

Land values are drastically different between the various use types, with grazing lands commanding

the lowest price per acre, and commercial land commanding the highest.

Lease Type Annual Lease $/acre  Estimated Share of Land in Trust
Agriculture $30 1.56%
Commercial $369 0.83%
Grazing $0 83.10%
Rights of Way $22 3.61%
Use Permits $2 10.60%
Institutional Taking $79 0.10%
U.S. Government  $2 0.10%
Other $9 0.12%
Mineral $1 0.44%
Prospecting Permit $5 3.64%
Mineral Material 8176 0.03%
0il & Gas $1 8.65%

Source: Arizona State Land Trust 2024 Annual Report, CSI Calculations

Per-Acre Valuation
$757
$9,463
$9
$566
$59
$2,031
$49
$243
$271
$126
$4,520

$17
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parcels have greater economic potential due to their location, geography, or other characteristics. The
framework also allowed land values to evolve over time, not only with inflation, but as land use changes.
For example, a parcel leased for grazing in 1998 would have been valued according to the revenues
typical of that use. If urban expansion later led the parcel to be leased for commercial purposes, its
valuation would reflect both the higher lease revenues reported by ASLD and the annual growth rate

of 3.1%. This method is both computationally efficient and conceptually realistic, capturing how once-
remote rural land can gain value as urban areas expand.

The result is a more dynamic and accurate representation of the Trust's land value over time.

Although reasonable in theory, historical land sales data indicate that estimates based solely on annual
lease revenues substantially undervalue the land held in trust - reinforcing the notion that the value
potential in the Land Trust has not been maximized by holding the majority of physical land. In 2024, for
example, ASLD auctioned 4,025 acres of trust land, generating $655.9 million in revenue ($162,965 per
acre).! While this acreage represented only 0.044% of the total Trust holdings that year, the dollar value
equaled 52.79% of our estimated $1.24 billion total Trust land value under the model described above.

It is logical that only the most valuable parcels are sold first, meaning that for any given sale its share

of overall Land Trust value will naturally exceed the share of acreage sold. However, the size of this
discrepancy (0.044% vs. 52.79%) suggests our initial estimates significantly underestimate the true value
of the Land Trust.

To address this issue, we applied a simple valuation multiplier to our original land values, aligning the per-
acre valuation of commercial land - the highest-valued category in our model - with the minimum per-
acre sales price from auctions between 2016 and 2024. Auction data show that a multiplier of 10 brings
our commercial valuations in line with average per-acre revenues in 2016 and 2019, the two years with
the lowest average per-acre sales amounts (Figure 16).

It should be noted that these
estimates are conservative. FIGURE 16.

Even with a 10x multiplier on .
Land Valuation

eStImated land values, our Although land sold by ASLD reaches upwards of $500,000 per acre on average, our commercial

valuation framework y|e|ded land valuation - the most valuable land type - remains below $100,000, serving as a
conservative estimate of land value for the purposes of modeling policy changes.

an average per-acre value for

all land held in the Trust (all
use types) of $1,354 in 2024.
This number is a reflection of
the large quantity of grazing
lands held in trust - land

$500,000

$400,000

. @ $300,000
which commands very low g
o
lease revenues and therefore
. . $200,000
IS Valued very IOW - but N g\vlerage Per-Acre
ale
our estimation provides for a
. . $100,000 ESIdCSIrim?[cial
better approximation of the sl VA eatipe
Land Trust’s value.
0
s 2016 2017 2018 2019 2020 2021 2022 2023 2024
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