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INTRODUCED 

BY 

~ BILL NO. !i12!l 
BY~-==..=----­

REQUEST OF~AR~MENT OF STATE LANDS 

A BILL FOR AN ACT ENTITLED: 11 AN A.CT PROVIDING FOR 

ASSIGNMENT OF LEASES OF STATE LANDS AS MORTGAGE SECURITY; 

ELIMINATING THE NECESSITY TO NAME THE DEPARTMENT OF STATE 

LANDS IN FORECLOSURE ACTIONS; AMENDING SECTIONS 77-6-401, 

77-6-403, AND 77-6-404, MCA; AND REPEALING SECTION 77-6-402, 

MCA." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 77-6-401, MCA, is amended to read: 

"77-6-401. P¼edge-or-me~tgage Assignment for security 

purposes of leasehold interest in state lands. Afty ~ lessee 

of a grazing or agricultural lease of state lands ~~--he~eby 

a~t~orized--to ~ pledge sa±e the lease or mortgage or 

assign for security purposes his leasehold interest in ~aid 

the lands as part of a transaction involving the mortgage of 

private lands. The assignment must be on a form prescribed 

~he department and must have attached to it a copy of the 

mortgage of the private lands. The assignment applies to the 

lease and any renewal of the lease as long as the assignee 

remains the les§ee _ __Q_!_until a release or proof o: payment of 

the underlY.i£9_ debt is filed E_ursuant to 77-6-404. ·rhe 

~"' ,..,,,,.,,.. counc,, 

l 

2 

] 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1260/01 

assignment becomes effective when proof of foreclosure or 

conveyance is filed .E_ursuant to 77-6-403. After an 

assignment is filed, the department shall mail to the 

assignee a copy of each notice of delinquency, notice of 

competitive bid, and notice of cancellation." 

Section 2. Section 77-6-403, MCA, is amended to read: 

"77-6-403. Transfer of lease. H~en (1) Except as 

provided in subsection (2), upon due proof of--the 

aeqttt~~C¼oft-of-~tteh--Ze8~e--e~--±easehold--±ntere~t--ey--8ny 

~e~~en--ttftde~--or--ptt~~ttant--te--~~en--~¼edge--8greement--or 

mert9a9e, that the assignee has acquired through foreclosure 

or conveyance the private lands covered in the mortgage 

accompanying the assignment, the board shall transfer ~a~d 

~he lease to ~a±d-per~en, the assignee who sha¼T-eherettpon 

be is subject to all che conditions. obligations, and 

liabilities and entitled to all the rights and privileges 

provided for in ~aid the lease. 

(2) Nothing in this section may be construed to require 

the board to complete the transfer of a lease to an assignee 

whom the board considers ungualified as a lessee of state 

lands." 

Section 3. Section 77-6-404, MCA, is amended to read: 

"77-6-404. Proof of termination or release of 

satisfactiun of pledge or mortgage to be filed. The lessee 

assi.9.nee of any g~azing or agricultural lease of or 

INTRODUCED BILL 
-2- ~8 'IOf 
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1 leasehold interest in state lands whieh that is pledged or 

2 mortgaged as provided in this part shall, within 30 days 

3 after payment of the indebtedness secured thereby or within 

4 30 days afcer the pledge agreement is terminated or the 

5 leasehold interest is released from the mortgage, file with 

6 the department proof of that fact. If the assiqnee fails to 

7 file the proof within the time required by this -~~ction, the 

8 lessee may file the proof anytime thereafter." 

9 NEW SECTION. Section 4. Repealer. Section 77-6-402, 

10 MCA, is repealed. 

11 NEW SECTION. Section 5. Saving clause. [This act I does 

12 ~ot affect rights and duties that matured, penalties that 

13 were incurred, or proceedings that were begun before [the 

14 effective date of this act]. 

-End-

-3-



STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for SB0409, as introduced. 

DESCRIPTION OF PROPOSED LEGISLATION: 

This bill provides for assignment of leases of state lands as mortgage security, and eliminates the necessity to name the 
Department of State Lands in foreclosure actions. 

ASSUMPTIONS: 

1. Under existing law the Department of State Lands is named as a defendant in approximately 10 foreclosure actions per 
year. This bill would eliminate the need to mortgage state lands and thereby gradually eliminate the department 
participation in these suits. 

FISCAL IMPACT: 

No fiscal impact. 

-2-21:::J-? I -, .--·:-- ,& -~ .. - !' 

ROD SUNDSTED, BUDGET DIRECTOR DATE DATE 
Office of Budget and Program Planning 

Fiscal SB0409, as introduced S/3 '/O'i 
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ON AGRICULTURE LIVESTOCK 
& IRRIGATION 

SENATE BILL NO. 409 

INTRODUCED BY MAZUREK 

BY REQUEST OF THE DEPARTMENT OF STATE LANDS 

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING FOR 

ASSIGNMENT OF LEASES OF STATE LANDS AS MORTGAGE SECURITY: 

ELIMINATING ~HB-NBBBSSi~Y-~8-NAMB-~HB--BBPAR~MEN~--8P--S~A~E 

bANBS--iN--P8RBBb8SHRB--AB~i8NS MORTGAGES AND PLEDGES OF 

LEASEHOLD INTERESTS IN STATE LANDS; AMENDING SECTIONS 

77-6-401, 77-6-403, AND 77-6-404, MCA: AND REPEALING SECTION 

77-6-402, MCA." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 77-6-401, MCA, is amended to read: 

•11-6-401. P¼edge-er-ffler~gage Assignment for security 

J2!!..!..E_OSes of leasehold interest in state lands. Any A lessee 

of a grazing or agricultural lease of state lands i~--hereby 

att~fterized--to ~ NOT pledge said the lease or mortgage er 

HIS LEASEHOLD INTEREST, BUT HE MAY assign far security 

purposes his leasehold interest in said the lands as part of 

a transaction involving the mortgage of private lands. The 

assignment must be on a form prescribed by the department 

and must _have attached to it a copy of the mortgage of the 

private lands. The assignment applies to the lease and any 

renewal of the lease as long as the assignee remains the 

~= ,.,,;,i,t,•• counn, 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0409/02 

lessee or until a release or proof of payment of the 

underl.Y.2:..!!.9. debt is filed £ursuant ta 77-6-404. The 

assignment becomes effective when proof of foreclosure or 

conveyance is filed £Ursuant to 77-6-403. After an 

assignment is filed, the department shall mail to the 

assignee a copy of each notice of delinquency, notice of 

competitive bid, and notice of cancellation." 

Section 2. section 77-6-403, MCA, is amended to read: 

•77-6-403. Transfer of lease. apeft (1) Except as 

provided in subsection (2), upon due proof ef--~"e 

aeqttis¼t¼on-0£-stteh--iease--er--½easehe¼d--ifte~rest--by--any 

perseft--ttftder--er--~ttrsttaft~--te--stt~h--p¼ed9e--~9reefflefte--er 

mor~~aqe, that the assignee has acquired through foreclosure 

or conveyance the private lands covered in the mortgage 

accompanying the assignment, the board shall transfer said 

the lease to said-persoftr the assignee who sha¼i-the~ett~Oft 

be is subject to all the conditions, obligations, and 

liabilities dnd entitled to all the rights and privileges 

provided for in said the lease. 

(2) Nothing in this section may be construed to require 

the board to complete the transfer of a lease to an assignee 

whom the board considers ungualified as a lessee of state 

lands." 

Section 3. Section 77-6-404, MCA, is amended to read: 

"77-6-404. Proof of termination or -re:l:ease---or 

-2- SB 409 
SECOND READING 
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satisfaction of pledge or mortgage to be filed. The leeeee 

assignee 

leasehold 

of any grazing or agricultural lease of or 

interest in state lands which that is p¼edged-or 

4 mor~qageft ASSIGNED as provided in this part shall, within 30 

5 days after payment of the indebtedness secured thereby or 

6 within 30 days after the pledge agreement OR MORTGAGE is 

7 terminated er-the-teasefte¼d-iflCeres~-±s--~eleasee--from--~he 

8 moreqaqe, file with the department proof of that fact. _g_ 

9 

10 

11 

12 

the assignee fails to file the proof within the time 

required by this sectionr the lessee may file the proof 

anytime thereafter." 

NEW SECTION. Section 4. Repealer. Section 77-6-402, 

13 MCA, is repealed. 

14 NEW SECTION, Section 5. Saving clause. [This act J does 

15 not affect rights and duties that matured, penalties that 

16 were incurred, or proceedings that were begun before [the 

17 effective date of this act]. 

-End-

-3- SB 409 
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SENATE BILL NO, 409 

INTRODUCED BY MAZUREK 

BY REQUEST OF THE DEPARTMENT OF STATE LANDS 

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING FOR 

ASSIGNMENT OF LEASES OF STATE LANDS AS MORTGAGE SECURITY; 

ELIMINATING ~HB-NB€BSSf~Y-'1'8-NAMB-~HB--BBPAR~MBN~--0P--S~A~B 

bANBS--fN--P0RB€b0SBRB--A~f0NS MORTGAGES AND PLEDGES OF 

LEASEHOLD INTERESTS IN STATE LANDS; AMENDING SECTIONS 

77-6-401, 77-6-403, AND 77-6-404, MCA; AND REPEALING SECTION 

77-6-402, MCA." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 77-6-401, MCA, is amended to read: 

•71-6-401. Pledge-er-mer~gage Assignment for security 

purposes of leasehold interest in state lands. Afty ~ lessee 

of a grazing or agricultural lease of state lands is--hereby 

au~herized--to ~ NOT pledge said the lease or mortgage or 

HIS LEASEHOLD INTEREST, BUT HE MAY assign for security 

purposes his leasehold interest in sa±d the lands as part of 

a transaction involving the mortgage of private lands. The 

assignment must be on a form prescribed by the department 

and must have attached to it a copy of the mortgage of the 

private lands. The assignment applies to the lease and __ ~0Y 

renewal of the lease a~ long as the assignee remains the 
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lessee or until a release or proof of payment of the 

underlY!..!!9_ debt is filed Eursuant to 77-6-404. The 

assignment becomes effective when proof of foreclosure or 

conve_lance is filed Eursuant to 77-6-403. After an 

assignment is filed, the department shall mail to the 

assignee a copy of each notice of delinquency, notice of 

competitive bid, and notice of cancellation." 

Section 2. Section 77-6-403, MCA, is amended to read: 

"77-6-403. Transfer of lease. Hpen (1) Except as 

provided in subsection (2), upon due proof er--~fte 

eequis¼~ien-ef-sneh--¼~ase--or--¼eas~ho¼d--inter@st--by--any 

person--ander--or--pnrsuan~--te--sueh--p¼ed~e--aqreemen~--er 

Mer~gage7 that the assignee has acquired through foreclosure 

or conveyance the private lands covered in the mortgage 

accompanying the assignment, the board shall transfer sa~d 

the lease to sa½d-persefl, the assignee who ~har±-thereapon 

be is subject to all the conditions, obligations, and 

liabilities and entitled to all the rights and privileges 

provided for in 9aid the lease. 

(2) Nothing in this section may be construed to require 

the board to complete the transfer of a lease to an assignee 

whom the board considers unqualified as a less~~- of state 

lands." 

Section 3. Section 77-6-404, MCA, is amended to read: 

"77-6-404. Proof of teraination or re¼ease---ef 

-2- SB 409 
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satisfaction of pledge or aortgage to be filed. The lessee 

assignee 

leasehold 

of any grazing or agricultural lease of or 

interest in state lands whieh that is p½ed~@d-er 

mor~gaqeft ASSIGNED as provided in this part shall, within 30 

days after payment of the indebtedness secured thereby or 

within 30 days after the pledge agreement OR MORTGAGE is 

terminated er-the-ieasehe¼d-iftteres~-is--reieased--frem--the 

mer~gaqe, file with 

the assi~nee fails 

the department proof of that fact • .!.f 

to file the p_roof within the time 

required by this ~~ctipn, the lessee may file the proof 

anytime thereafter." 

HEW SECTION. Section 4. Repealer. Section 77-6-402, 

13 MCA, is repealed. 

14 HEW SECTION. Section 5. Saving clause. [This act I does 

15 not affect rights and duties that matured, penalties that 

16 were incurred, or proceedings that were begun before (the 

17 effective date of this act]. 

-End-

-J- SB 409 



HOUSE STANDING COMMITTEE REPORT 

March 22, 1991 

Page 1 of 2 

Mr. Speaker: We, the committee on Agriculture, Livestock, and 

Irrigation report that Senate Bill 409 (third· reading copy --

O>oe> ~ cooeoccea >o •• ••••'•'. . ~ 

Sig~_..i ) 
Lin~elso airman 

Carried by: Rep. Steppler 

AndL that such amendments read: 

1. Title, lines 5 through 7. 
Following: the second "ACT• on line 4 
Strike: remainder of line 4 through "ELIMINATING" on line 7 
Insert: "CLARIFYING THE PROCEDURE FOR FORECLOSING ON" 

2. Title line 9. 
Strike: ~SECTIONS" 
Insert: "SECTION" 

3. Title, lines 10 and 11. 
Strike: "77-6-401," on line 10 
Following: "77-6-403," 
Strike: remainder of line 10 through "77-6-402," on line 11 

4. Page 1, line 14 through page 2, line 7. 
Strike: section 1 in its entirety 
Renumber: subsequent sections. 

5. Page 
Strike: 
Insert: 

2, line 13. 
"the assi~nee" 
"a person 

6. Page 2, lines 14 and 15. 
Following: "conveyance the" on line 14 
Strike: remainder of line 14 through "assignment" on line 15 
Insert: "pledgor•s or mortgagor's leasehold interest" 

7 .. Page 
Strike: 
Insert: 

2, line 16. 
"the assignee" 
"that person," 

6:'llfl.:'7S1..,.HSF 

March 22, 1991 
Page 2 of 2 

8. Page 2, line 19. 
Followinij• "lease" Insert: To authorize transfer of a lease, a decree of 

foreclosure must specifically refer to the lease or the 
leased premises, but neither the board nor the department is 
required to be named as a party to the action. The plaintiff 
shall, however-, file a copy of the complaint with the 
department at the time it is filed with the court.• 

9. Page 2, line 24 through page 3, line 13. 
Strike: sections 3 and 4 in their entirety 
Renumber: subsequent section 

HOUSE 

S/3 ¥•1 
620827SC.HSF 
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SENATE BILL NO. 409 

INTRODUCED BY MAZUREK 

BY REQUEST OF THE DEPARTMENT OF STATE LANDS 

A BILL FOR AN ACT ENTITLED: "AN ACT PR0VfBfNS---PSR 

ASSfSNMENT--0P--bBASBS--0P-S!A!B-bANB9-AS-M0RTSASB-SE€BRfT¥~ 

BbfMfNATfNS CLARIFYING THE PROCEDURE FOR FORECLOSING ON THB 

NE€ESSfT¥---T0---NAMB--THE--BEPARTMBN!--0P--S!ATE--bANBS--fN 

P0RE€b0SSRB--A€Tf0NS MORTGAGES AND PLEDGES OF LEASEHOLD 

INTERESTS IN STATE LANDS, AMENDING seeTteNs SECTION 

11-6-48¼, 77-6-403, ANB-11-6-484,-M€A~-ANB-REPEAbiNS-SEETi0N 

H-6-49;!7 MCA. " 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Seet¼eft-¼T--Seetion-TT-6-48½7-MeA7-is-amended-te-read~ 

•~T-6-4&¼.--P¼edge--er--mortgage As~±gnment-tor-seear±tr 

pttrpeses eE-leasehold-interest-in-state-iandsT Any~ lessee 

0£--a-graz±ng-or-agriettltttral-lease-eE-s~ate-lands-±s-hereey 

atttherized-te !!.I He~ pledge-said the ¼ease-or--mertgage or 

HfS--bEASBH8bB--tNTBRBST7--BBT--HB--MA¥ sssiq"-for-see~riey 

pttrposes his-leaseho¼d-±nterest-in-said the ¼ands as-part-of 

a-transaet±on-±n¥O½¥ing-ehe-mertgage-ef-private--landso--~he 

assigftffl.ent--mttst--be--on-a-~orm-preseribed-by-the-department 

and-mttst-ha¥e-ateaehed-~o-it-a-eopy-0£-the-mort9a9e--o~--the 

private--±ands.--~he-e~~±gnment-applies-to-the-lease-and-any 
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renewa¼-o~-the-lease-as-¼on,-as--the--assiqnee--remains--the 

lessee--or--ttnti¼--a--re¼ease--er--proor--of--eayfflent-ef-tfte 

ttnderlyin9--debt--±s--filed--pttrsaant---te---~~-6-484e---~he 

ass±9nment--beeemes--e££eet±Ye--wften-proo£-0£-£oree¼osttre-er 

eon•eyanee--±s--r±¼ed--pttrsuant--to---TT-6-4930---After---an 

ass±9nment--is--£±¼ed7--t~e--department--shall--ma±¼--to-the 

ass±gnee-a-eopy-of-eaeh-not*ee--of--de¼ing~eney,--notiee--or 

eompet±t±•e-b~d7-and-net¼ee-0£-eanee¼¼atienTu 

Section 1. Section 77-6-403, MCA, is amended to read: 

"77-6-403. Transfer of lease. apen (1) Except as 

provided in subsection (2), upon due proof e!---the 

aeqa±s±t±eft--eE--stteh--lease--er--leesehore--interes~-by-any 

persen--ttnder--or--pttrsttant--te--stteh--pled9e--a~reement--or 

mortgage, that the-assignee A PERSON has acquired through 

foreclosure or conveyance the private-laftds-eevered-in-the 

mertgage---aeeompanying---~he---assignment PLEDGOR'S OR 

MORTGAGOR'S LEASEHOLD INTEREST, the board shall transfer 

sa~d the lease to said-person, ~he-ass½gnee THAT PERSON, who 

sha¼¼--therettpen--be is subject to all the conditions, 

obligations, and liabilities and entitled to all the rights 

and privileges provided for in said the lease. TO AUTHORIZE 

TRANSFER OF A LEASE, A DECREE OF FORECLOSURE MUST 

SPECIFICALLY REFER TO THE LEASE OR THE LEASED PREMISES, BUT 

NEITHER THE BOARD NOR THE DEPARTMENT IS REQUIRED TO BE NAMED 

AS A PARTY TO THE ACTION. THE PLAINTIFF SHALh___!iOWEVER, 

-2- SB 409 

REFERENCE BILL 
AS Al£NDED 
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l FILE A COP~ OF THE COMPLAINT WITH THE DEPARTMENT AT THE TIME 

2 IT IS FI~EQ WITH THE COURT. 

3 (2) Nothing in this section may be construed to require 

4 the board to complete the transfer of a lease to an assignee 

5 whora the board considers ungual!_fied as a less~ of_ state 

6 ~" 

7 Seet¼en-3T--5eetien-11-6-4947-M€A7-¼s-amended-te-reedT 

•i~-6-484~--Preef---cf---terminat¼en or---rele~se---ef 8 

9 satisfaction of--p¼edge-er-mortgage-te-be-£¼¼~dT ~he-lessee 

10 assignee of--any--grazing--er--agr¼ett¼tttra¼--¼ease--ef---er 

11 ¼easeho¼d--interest--¼n-state-¼ands-wh¼eh that ¼s-piedqed-er 

12 ...,rtgaged ASS¼SNEB aa-pre¥ided-¼n-this-part-sherr7-w¼th¼n-39 

13 days-after-payment-O£-the-¼ndebtedness--seettred--thereby--er 

14 within--38--days--after--the-predge-agreement eR-MSR~SASE is 

15 terminated-or-the-¼easefte¼d-¼nterest-is--re¼eased--Erem--the 

16 mortgage7--fi¼e--w¼th--the-departmene-pree£-oE-that-EaetT I! 

17 the-ass¼9nee--£ai¼9--te--E¼¼e--the--preef--w¼th¼ft--the--t¼me 

18 reg~¼red--by--this--seetien7--the--tessee-may-fi¼e-the-pree£ 

19 anztime-thereafterT• 

20 NEW-5EeTl8NT--Seetien-4T--RepealerT Seetien---T1-6-48iT 

21 MeA7-ia-repeaiedT 

22 NEW SECTION. Section 2. saving clause. [This act l does 

23 not affect rights and duties that matured, penalties that 

24 were incurred, or proceedings that were begun before {the 

25 effective date of this act). 

-END-
-3- SB 409 


