MINUTES

MONTANA HOUSE OF REPRESENTATIVES
53rd LEGISLATURE - REGULAR SESSION

COMMITTEE ON TAXATION

Call to Order: By CHAIRMAN BOB GILBERT, on April 7, 1993, at

9:00 A.M.

Members Present:
Rep. Bob Gilbert,
Rep. Mike Foster,

ROLL CALL

Chairman (R)
Vice Chairman (R)

Rep. Dan -Harrington, Minority Vice Chairman (D)
Rep. Shiell Anderson (R)

Rep. John Bohlinger (R)

Rep. Ed Dolezal (D)

Rep. Jerry Driscoll (D)

Rep. Jim Elliott
Rep. Gary Feland

(D)
(R)

Rep. Marian Hanson (R)
Rep. Hal Harper (D)
Rep. Chase Hibbard (R) o

Rep. Vern Keller

Rep. Ed McCaffree

(R)
(D)

Rep. Bea McCarthy (D)
Rep. Tom Nelson (R)
Rep. Scott Orr (R)
Rep. Bob Raney (D)

Rep.. Bob Ream (D)
Rep. Rolph Tunby

Members Excused: None

Members Absent: None

(R)

Staff Present: Lee Heiman, Legislative Council
Jill Rohyans, Committee Secretary
Claudia Johnson, Transcriber

Please Note: These are summary minutes. Testimony and
discussion are paraphrased and condensed.

Committee Business Summary:

Hearing:
Executive Action:

SB 424

SB 359 Be Concurred In, SB 374 Tabled,
SB 379 Be Concurred In As Amended,

SB 426 Be Not Concurred In,

SB 428 Be Concurred In, SB 435 Tabled,
SB 431 Tabled, SB 438 Be Concurred In As
Amended, SB 427 Be Concurred In,

SB 424 Be Concurred In As Amended
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HEARING ON SB 424

Opening Statement by Sponsor:

SEN. CHET BLAYLOCK, Senate District 43, Laurel, said SB 424 is
the result of the Duffield study on state school lands (EXHIBIT
A). SB 424 will transfer the authority to set grazing rates from
the Legislature to the Board of Land Commissioners. The formula
used to separate the rates is based on animal units (A.U.M.) of
$4.17. The average received on state leases is $4.24. The study
shows that people who have private leases are paying $15 per
A.U.M. in comparison to state leases. He informed the Committee
that one horse is one A.U.M., a cow and a calf are one A.U.M.,
and five sheep or five goats are considered one A.U.M. The study
takes into consideration the difference between state school
lands and private lands. With privately leased lands, the lessee
receives services from the lessor. The Duffield study took into
account the services rendered on private leases and then
determined the average for state leases should be set at $7.60.
The Legislature adopted a bid system for leasing state school
lands, but only 8% of those lands are subject to the bid process.
He said the system needs to be changed so full market value is
the base for the leases. Sections 16 and 36 of every-township
are set aside for educational investments in the children of
Montana. The state should have a system of return on that
investment that more adequately addresses the needs of the
educational system.

Proponents’ Testimonvy:

Mark O’Keefe, State Auditor, and Commissioner of Insurance and
Securities, said two educational groups brought a lawsuit against
the state and won their case, because they weren’t receiving full
market value for the school children. He referred to a report
done by John North from the Department of State Lands at the
request of the Governor, that indicates the State Land Board
already has the authority to raise grazing and crop fees.
Currently, the cabin and recreational fees cannot be changed.

SB 424 will allow the state to receive full market value for
cabin sites and recreational fees, and grazing and crop fees.
The statutes set the minimum fees that can be charged by the
Board, but it does not indicate the Board can raise those fees.
He read an opinion from the Attorney General, dated 1983, which
states "the Board of Land Commissioners, in establishing state
grazing lease fees, not only has the authority to negotiate
leases in excess of the four mills established by statutes, but
in the licensed constitutional sources, and it is then the
absolute duty to achieve fair market value on each grazing lease
that is negotiated". He encouraged passage of SB 424 so the
Department of State Lands can study the fees for cabin sites,
recreation, and outfitters use fees to help fund the Board’s
mandated responsibilities.
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Eric Feaver, Montana Education Association (MEA), said MEA
supports HB 424. He said the problems have been around longer
than the Duffield study which only came out in 1991. SB 424
invites the Legislature to direct the Board of Land Commissioners
to do their constitutional duty and give them the backbone to’
collect the money needed for the school trust fund to help
educate the children of Montana.

SEN. KEN MESAROS, Senate District 21, Cascade, said he supports
SB 424. He submitted proposed amendments with SEN. BLAYLOCK'’S
approval. He said SB 424 requires that all leases be adjusted as
of effective date, and be phased-in over a period of 10 years.

He said the fiscal note should be changed to reflect the addition
of an Advisory Board. EXHIBIT 1

Dennis Casey, private citizen, said, as a former Commissioner for
Department of State Lands, he has had a life long interest in the
grazing rates. He said there are two safeguards in the bill: 1)
the fees and rates will be established after the rulemaking
.process; and 2) the Advisory Council will work closely with the
Land Board. He urged support for SB 424.

Leo Berry, attorney, said his interest in SB 424 goes back to his
first job when he worked with former governor, Ted Schwinden, who
was the Land Commissioner, and later as Commissioner of State
Lands for five years. He said Montana has a resource in its
grazing lands that many states do not have any longer. The
original land grants of Sections 16 and 36 were granted to the
state trust which serves common schools. The original intent of
the trust was to sell the lands and place them into monetary
trust, but most of the western states so0ld their land for little
or nothing. When Montana became a state, Congress placed an
obligation on the state to obtain full market value for those
lands with a minimum price of $10 an acre. The obligation to
receive full market value remained in the Enabling Act and the
Constitution. He agreed with Dennis Casey who stated the state
lands should stay under the control of the State Land Board
because they meet monthly and deal with the issues on a regular
basis. '

Garth Jacobson, attorney representing Secretary of the State’s
Office, expressed support for SB 424. He said the comments and
concerns he has heard in regard to the Duffield study are changes
that may occur in the future. He felt this bill is the tool that
will take care of those concerns. The Duffield study is a
starting point and will provide research material for the
advisory board in decisions on full market value for rental rates
of state lands. He said there are three alternatives: 1) the
Land Board could proceed with the rate increases; 2) wait to see
if there are barriers to the statutory rates, and let the courts
decide the rates; or 3) wait and have further studies done on the
rates, which could also end up in litigation.
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George Schunk, representing the Attorney General’s Office, said
the constitutional Enabling Act 1is clear when it states it is the
responsibility of the trustees serving on the Land Board to make
sure they receive full market value for the land.

Madalyn Quinlan, Office of Public Instruction (OPI), said the
State Superintendent supports SB 424. The Board of Land
Commissioners and the Department of State Lands 1s charged with
managing the largest farming and ranching operation in the state,
consisting of 5.2 million acres. SB 424 will enable the Land
Commissioners to fulfill their constitutional obligations and
make beneficial decisions to generate funding for schools. She
said SB 424 is a crucial part of the effort to raise the major
revenue to support the schools in the coming biennium.

REP. DON LARSON, House District 65, Seeley Lake, said it is
proper policy that the Land Board manage the 5.2 million acres.
He urged support for SB 424.

Jim Peterson, Executive Vice President of Montana Stockgrowers
Association, presented testimony in support of the bill EXHIBITS
2, 3, and 4.

REP. ALVIN ELLIS, House District 84, Red Lodge, representing
himself as a landowner and a lessee of 6% sections of state
lands, said the amendments are critical and he hoped the
Committee would review and adopt them. He said it is also
critical for the lessees to deal with the weed control on state
leased land. :

George Paul, Montana’s Farmers Union Association, said the
Association supports SB 424 for two reasons: 1) they don’'t want
to see any further polarization between the agricultural
industry, the rural community, and the education communities
across Montana; and 2) they hope this process will be a fair and
equitable one. He said the agricultural community is concerned
that the funding mechanism is adequate and fair for them and the
schools.

Opponents’ Testimony:

Tim Tanberg, President of Montana State Leaseholders Association,
presented written testimony in support of the bill. EXHIBIT 5

Sam Hofman, private citizen, presented written testimony in
support of the bill. EXHIBIT 6

Rick Miller, private citizen, it is fair that the state receive s
fair market value for the land. The assessment should be
equitable for the state and the people that use the land. His
concern is the appraisal and assessment of cabin sites. There
are three sites that he knows of which are similar in land, size,
ground and timber and each of these sites are appraised
differently anywhere from $13,000 to $30,000.
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Dan Meissner, representing Cabin Site Leaseholders, said in an
eight year span his cabin site lease went from $125 a year to
$1,000, increasing by $1,040 in seven years. He said State Lands
is receiving full market value, but the problem is with the
assessment value of the property. He said a privately owned
cabin site in the same area has lower taxes than the rate on a
leased cabin site which is only available for six months out of
the year.

Merwin & Carol Works, Farm co-owners & operators, distributed
written testimony in opposition to SB 424. EXHIBIT 7

Questions From Committee Members and Responses:

REP. KELLER asked about the composition of the advisory board.
SEN. BLAYLOCK said the appointments will be made by the Governor
with the concurrence of the majority of the Land Commissioners.
The members will be balanced between users and beneficiaries of
the land.

REP. DOLEZAL asked SEN. BLAYLOCK if he was agreed with the
amendments presented by SEN. MESAROS. SEN. BLAYLOCK said he
supports the amendments, but asked if John North from Department
of” State Lands would review them.

~

REP. DRISCOLL asked Mr. North if the Land Board will take into
consideration the loss of the use fee dollars. Mr. North said
the Board will take into consideration the full market value
compared to what a private owner would receive for leasing.

Closing by Sponsor:

SEN. BLAYLOCK closed by urging the Committee to read the summary
of the Duffield Study. SB 424 doesn’t dictate using the Duffield
study, only to use it as a management tool. This bill is a step
in the right direction. He felt the study offered good
information as a basis for the bill.

EXECUTIVE ACTION ON SB 359
Motion/Vote: REP. ELLIOTT MOVED SB 359 BE CONCURRED IN. Motion
carried unanimously.

EXECUTIVE ACTION ON SB 374
Motion: REP. DOLEZAL MOVED SB 374 BE CONCURRED IN.
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Discussion: REP. DOLEZAL said SB 374 is a tax incentive, but it
is different because production has to be in place before the
incentive can be utilized.

REP. HIBBARD wanted to know if the ethanol plant in Ringling is
on an equal footing with the American Ethanol Company? REP.
DOLEZAL replied that SB 374 will give $3 million to each ethanol
plant. He said if the Ringling plant performs the same roll as
the American plant they will receive the same benefits.

REP. ELLIOTT said he opposes this bill because it will cut taxes
to create jobs, where the administration is raising taxes to
create jobs. He said tax incentives do not necessarily create
jobs or bring people into the state.

REP. RANEY said he has supported the ethanol concept since 1985,
but he is against giving the American plant $3 million when they
say they are such a giant that they can make it with no problem.
He wondered why the Legislature should take $3 million of the
taxpayers money to help a company when they can make it on their
own.

REP. McCAFFREE said he is concerned if the state subsidizes this
company they will buy Canadian grain if there is no Montana grain
available. e '

CHAIRMAN GILBERT said Montana grain might be available, but the
company will probably want to buy the cheapest grain.

REP. KELLER said he will support the bill. It has new
improvements and it is a clean air bill. He said this will help
reduce the nation’s reliance on foreign oil.

REP. ELLIOTT said the nation is based on the free market concept,
and if there is a need for the product, the need will be met. He
didn’t feel the government should be involved in providing
subsidies.

REP. DOLEZAL said the Department of Transportation will audit on
the company to make sure it is using Montana products. He said
the American Company won’t be on line until 1995, so it would
give the Legislature time to come back and adjust if there aren’t
enough Montana products.

Motion: Motion that SB 374 Be Concurred In failed 9 - 11.
EXHIBIT 8

Motion/Vote: REP. ELLIOTT MADE A SUBSTITUTE MOTION TO TABLE SB
374. The motion carried 11 - 9 on a reverse vote. EXHIBIT 8
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EXECUTIVE ACTION ON SB 379

Motion/: REP. ELLIOTT MOVED SB 379 BE CONCURRED IN.

Motion/Vote: REP. ELLIOTT moved to adopt the amendments prepared
by Lee Heiman, Legislative Council. EXHIBIT 9 Motion carried
unanimously.

Motion/Vote: REP. ELLIOTT MOVED SB 379 BE CONCURRED IN AS
AMENDED. Motion carried 18 - 2 on a roll call vote with REPS.
McCAFFREE AND CHAIRMAN GILBERT Voting no. EXHIBIT 10

EXECUTIVE ACTION ON SB 426

Motion: REP.- DRISCOLL MOVED SB 426 BE NOT CONCURRED IN.

Discussion: REP. ELLIOTT said if SB 426 does not pass, bonds
cannot be sold for SIDS and RSIDS.

REP. McCAFFREE said this is a relief bill for developers and bond
salesmen. L

REP. HIBBARD said if this bill is defeated and there is a
problem, the Legislature will be back in two years to find
something that would be more satisfactory.

REP. DRISCOLL spoke to his motion. He said this was probably the
best subdivision bill of the session the people need to come
forward with something that works because the counties can still
place money into the revolving funds with no but to the taxpayers
guarantee that they will get their money back.

REP. HARPER informed the Committee of a resolution prepared by
SEN. SUE BARTLETT that will submit this issue to the Revenue
Oversight Committee for review.

Motion/Vote: The question was called. Roll call vote was taken.
Motion carried 15 - 5 on a roll call vote. EXHIBIT 11

EXECUTIVE ACTION ON SB 428

Motion: REP. FELAND MOVED SB 428 BE CONCURRED IN.

Discussion: CHAIRMAN GILBERT said SB 428 will provide that
certain lottery winnings are subject to state withholding tax.
The withholding tax would apply to any payments made on lottery
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prizes dating from the date of passage and approval of SB 428
regardless of when the prize was initially won. The original
prize amount must be in excess of $5,000.

REP. RANEY said if a person wins $1,000,000, they do not receive
the million dollars, they receive the interest. He said it is
not appropriate to pay a tax on interest received when the state
already has the million dollars.

Motion/Vote: Motion carried 18 - 2 with REPS. DRISCOLL AND
RANEY voting no.

EXECUTIVE ACTION ON SB 435

Motion: REP. DRISCOLL MOVED SB 435 BE NOT CONCURRED IN.

Motion/Vote: REP. TUNBY MADE A SUBSTITUTE MOTION THAT SB 435 BE
TABLED. Motion carried 18 - 2 with REPS. HARPER AND RANEY voting
no.

EXECUTIVE ACTION ON SB 431

Motion: REP. ORR MOVED SB 431 BE NOT CONCURRED IN.

Discussion: REP. ORR said the bill is an expensive and
cumbersome method of attempting to tax propane fuel used in
vehicles under 12,000 GVW.

REP. RANEY said he supports the bill. A lot of Montanans
converted their vehicles to propane to burn clean fuel and to
save engine wear. He saild people have converted to propane on
their one-half tons and three-quarter ton pickups and they
usually have campers on them. A minimum purchase of $112 is
required before they have to buy a permit to £ill their trucks
and campers.

REP. DRISCOLL asked REP. RANEY if there is a federal tax on the
propane. REP. RANEY if a permit is purchased the federal tax is
assessed.

REP. DRISCOLL asked if the $112 goes to the state. CHAIRMAN
GILBERT said it does. The permit fee is assessed in lieu of
paying fuel tax by the gallon which requires licensing and
bonding of every dealer in the state. A permit based on miles
driven and gallons purchased per year, was deemed a more workable
solution.
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Motion/Vote: REP. ORR MADE A SUBSTITUTE MOTION THAT SB 431 BE
TABLED. Motion carried 16 - 4 with REPS. RANEY, HARPER,
McCAFFREE AND REAM voting no.

EXECUTIVE ACTION ON SB 438

Motion: REP. ELLIOTT MOVED SB 438 BE CONCURRED IN.

Motion: REP. ELLIOTT MOVED TO ADOPT THE AMENDMENTS AS PER
EXHIBIT 12.

Discussion: Lee Heiman, Legislative Council explained the
amendments. He said these are clerical amendments and make no
substantive changes.

Vote: Motion carried unanimously.

Mdtion/Vote: REP. ELLIOTT MOVED SB 438 BE CONCURRED IN AS
AMENDED. Motion carried unanimously. .

EXECUTIVE ACTION ON SB 427

Motion: -REP. REAM MOVED THE COMMITTEE RECONSIDER ITS ACTION ON
SB 427 BY TAKING IT FROM THE TABLE.

Discussion: REP. REAM said SB 427 clarifies whether an SID
revolving fund can be included in the county tax base, or whether
it is retired when the SID is paid. He said the cities and
counties that are currently including the revolving fund in their
base, will not change their process. If the bill is killed they
will continue doing it their way. He felt it would take a
separate bill or a court case to reverse their actions.

Motion/Vote: Motion carried unanimously.

Motion/Vote: REP. REAM MOVED SB 427 BE CONCURRED IN. Motion
carried 14 - 6 on a roll call vote. EXHIBIT 13
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EXECUTIVE ACTION ON SB 424

Motion: REP. HARPER MOVED SB 424 BE CONCURRED IN.

Motion: REP. HARPER moved the adoption of the amendments.
EXHIBIT 1

Motion/Vote: REP. ELLIOTT moved to segregate amendment #14.
Motion carried unanimously.

Motion: REP. DRISCOLL moved to segregate amendment #7. The
Committee discussed voting on the rest of the amendments and
working on amendment #7 separately.

Motion/Vote: REP. HARPER moved to adopt amendments #1 - #6,
#8 - #13, #15 and #16 (excluding #7). Motion carried 19 - 1 with
CHAIRMAN GILBERT voting no.

REP. ANDERSON moved to adopt amendment #7. EXHIBIT 1

Discussion: REP. ELLIOTT said the DSL wants this provision left
in the bill because they can reject the bid if it is the only
bid and not at full market value.

Vote: Motion to adopts #7 failed 10 - 10.

Motion/Vote: REP. HARPER MOVED SB 424 BE CONCURRED IN AS
AMENDED. Motion carried 14 - 6 on a roll call vote. EXHIBITS 14
& 15

ADJOURNMENT

Adjournment: The meeting adjourned at 12:30 p.m.

AT -

BOB GILBERT, Chairman

5 Jill ROHYANS% Secretary

These minutes were written by Claudia Johnson and edited and
proofed for content by Jill Rohyans.

BG/jdr/cj
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HOUSE STANDING COMMITTEE REPORT

April 7, 1993
Page 1 of 1

Mr. Speaker: We, the committee on Taxation report that Senate

Bill 359 (third reading copy =-- blue) be concurred in .

Signed: izggiéz?"%j:\ :”stézi;

Bob Gilbert, Chair

Carried bv: Rep. L. Nelson

Committee Vote: ‘
Yes-~' , No . 781249SC.Hpf
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HOUSE STANDING COMMITTEE REPORT

-

April 7, 1993
-Page 1 of 1

Mr. Speaker: We, the committee on Taxation report that Senate

Bill 359  (third reading copy -- blue) be concurred in .

a

Signed: Eggquzzgigzgljw%:ﬁ;

Bob Gilbert, Chair

Carried by: Rep. L. Nelson

Committee Vote-
Yes -/ , No - . 781249sC.Hpf

- e



HOUSE STANDING COMMITTEE REPORT

April 8, 1993
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Mr. Speaker: We, the committee on Taxation report that Senate

Bill 379 (third reading copy -- blue) be concurred in as

amended .

) Signedé {E§<§L’

- : Bob Gilbert, Chair

# Carried by: Rep. %222307%

L]

*

And, that such amendments read:

1.?ritle; line 7.
Following: "15-2-306,"
s Insert: "15-7-102,"

2, Page 15.
Following: lige 17 _
. Ingert: "Section 8. Section 15-7-102, MCA, is amended to read:
, ®*15-7-102, Notice of classification and appraisal to owners
appeals. (1) It shell—be is the duty of the department of
revenue, through its agent as specified in subsection (2), to
cause to be mailed to each owner and purchaser under contract for
deed a notice of the classification of the land owned or being
purchased ky—him and the appraisal of the improvements on the
land only if one or more of the following changes pertaining to
the land or improvements have been made 51nce the last notice:

(a) change in ownership; ~

(b) change in classification; . o

(c) change in valuation; or e
: (d) addition or subtraction of personal property affixed to
the land.

(2) (a) The county assessor shall assign each assessment to
the correct owner or purchaser under contract for deed and mail
the notice of classification and appraisal on a standardized
form, adopted by the department, containing sufficient
information in a comprehensible manner designed to fully inform
the taxpayer as to the classification and appraisal of &is the
property and of changes over the prior tax year. '

3

Cormmittee Vote:
Yas /- , No - . 790750SC.Hpf
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(b) The notice must advise the taxpayer that in order to be
eligible for a refund of taxes from an appeal of the
classification or appraisal, the taxpayer is required to pay the
taxes under protest as provided in 15-1-402.

(3) If the owner of any land and improvements is
dissatisfied with the appraisal as it reflects the market value
of the property as determined by the department or with the
classification of his land or improvements, #e the owner may
submit kis an objection in writing to the department's agent. In
an objection to the appraisal of the property, the department may
consider the actual selling price of the property, independent
appraisals of the property, and other relevant information
presented by the taxpayer as evidence of the market value of the
property. The department shall give reasonable notice to the
taxpayer of the time and place of hearing and hear any testimony
or other evidence that the taxpayer may desire to produce at that
time and afford the opportunity to other interested persons to
produce evidence at the hearing. After the hearing, the
department shall determine the true and correct appraisal and
classification of the land or improvements and notify. the
taxpayer of its determination. In the notification, the
department muse¢ shall state its reasons for revising the
classification or appraisal. When the proper appraisal and
classification have been determined, the land she}: must be
classified and the improvements appraised in the manner ordered
by the department.

(4) whether a hearing as provided in subsection (3) is held
or not, the department or its agent may not adjust an appraisal

_.or: classification upon taxpayer's objection unless:
T (a) the taxpayer has submitted kis an objection in writing;

and

(b} the department or its agent has stated its reason in
writing for making the adjustment.

(5) A taxpayer's written objection to a classification or
appraisal and the department's notification to the taxpayer of
its determination and the reason for that determination are

-public records. Each county appraiser shall make the records
aveiiable for inspection during regu;&f-office hours.

(6) If any property owner feels aggrie¥éd at the
classification and/or the appraisal made by tHeé™depars he
shell—-rave the owner has the right to appeal to the county tax
appeal board and then to the state tax appeal board, whose
findings siali—ke are final subject to the right of review in the
courts. The property owner may appeal the base valuation and the
classification determination. A county tax appeal board or the
state tax appeal board may consider the actual selling price of
the property, independent appraisals of the property, and other
relevant information presented by the taxpayer as evidence of the
market value of the propertv. If the county tax appeal board or

*
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N

the state tax appeal board determines that an adjustment should
be made, the department shall adjust the base value of the
property in accordance with the board's order.""

Renumber: subsequent sections

-END-

7907505C.Hpf



HOUSE~STANDINGFCOMMITTEE REPORT

April 7, 1993 -

Page 1 of 1

Mr. Speaker: We, the committee on Taxation report that Senate

i

Signed: ‘
e Bob Gilbert, Chair

Bill 426 (third reading copy =-- blue) be not concurred in

Committee Vote:
Yas {ﬁ , No & ., : 781359SC.Hpf
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_HOUSE STANDING COMMITTEE REPORT T

April 7, 1993

Page 1 of 1

Mr. Speaker: We, the committee on _Taxation report that Senate

Bill 428  (third reading copy -- blue) be concurred in .

Carried by: Rep. Feland

Committee Vote:
Yes /- , No = . 781250SC.Hpf



HOUSE STANDING COMMITTEE REPORT

April 8, 1993
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Mr. Speaker: We, the committee on Taxation report that _Senate
Bill 438  (third reading copy -- blue)_be concurred in as

Bob Gilbert, Chair

amended .

Ja
Carried by: Rep. 632¢1”TT-

And, that such amendments read:

[

‘1. Page 2, line 13.
Following: ®“property"
Insert:; "~-- refund”
Following: "."
Insert: "(1)"

2, Page 2, line 17,
Strike: "of the"” _
Insert: "that the remaining"

3. Page 2, lines 17 and 18.

Strike: "that the personal property is located in the state"
Strike: "during"

Insert: "in"

4, Page 2, line 19,
Following: "bears"™ -
Insert: "bears”

" 5. Page 2.
Following: line 21
Insert: "(2) If property upon which taxes have been paid is
removed from the state, the taxpayer mav obtain a refund of
a prorated portion of the taxes, subject to the requirements
of 15-16-613."

-END-

Committee Vote:
Yas .., No . 7907475C . Hpf



HOUSE STANDING COMMITTEE REPORT

April 7, 1993
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Mr. Speaker: We, the committee on _Taxation report that Senate
Bill 427 (third reading copy -- blue) be concurred in .

Signed: {E§q§ér23féu*jllub;3:h

Bob Gilbert, Chair

Caffied by: Rep. Driscoll

i

4""‘"\7\

Committee Vote:
Yes /+ , No - . 781251SC.Hpf
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Mr. Speaker: We, the committee on Taxation report that Senate
Bill 424 {(third reading copy =-- blue) be concurred in as
amended .

-

Siéned: M-%M

~ Bob Gilbert, Chair

t
Carried by: Rep. ﬂd éj}}ﬁ

T T P W e

Ahd, that such amendments read:

1. Title, line 11.
Strike: "DEPARTMENT"
Insert: "BOARD OF LAND COMMISSIONERS"

2. Page 1, line 23, °
Follpwing: "shall" -
Insert: "([” g

3. Page 1, line 24.
Following: ","
Insert: "]*

4, Page 3, line 7.
Following: "must® . A
Insert: "["

5. Page 3, line 3.

Following: ",
Insert: "}"

6. Page 6, line 22.
Following: “"board"
Insert: "["

7. Page 6, line 24.
Following: *,"
Insert: "*]" o

Committee Vote:
Yas /g ; No - . 7314158C.4pf
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8. Page 10, line 23.
Following: "must"”
Insert: "(["

9. Page 10, line 25.
Following: ","
Ingert: "]"

10. Page 11, line 2.
Following: "39—6~567"
Insert: "as provided in 77-6-507"

11. Page 11, line 20.
Strike: "AND"
Following: "77-6-502"
Insert: ", and 77-6-507"

12, Page 12, line 8.

Following: line 7

Insert: "NEW SECTION. Section 11. Setting of rates or fees.
(1) In setting the lease rental rates or fees for the use
of state lands and cabin sites, the board shall consider the
impact of the uses on the school trust agset, lessee
expenses for management, water development, weed control,
fire control, the term of the lease, the conditions on the
lease payment, and any other required expenses reasonably
borne by the lessee. 1In setting cabin site lease rates, the
board shall consider expenses that are commonly incurred by
the lessees to preserve the value of the state land or to
provide services commonly provided by private lessors in the
area.

(2) All lease rental rates and fees established by the

board under 77-1-208, 77-1-802, 77-6-202, 77-6-501, 77-6-
502, and 77-6-~507 must consider the trust asset and be in
the best interests of the state with regard to the long-term
productivity of the school trust lands“*khlre Epfimizxng the
return to the school trust." —

Renumber: subsequent sections

-

'13. Page 12, line 23.
Strike: "[SECTION 12] Is"
Insert: "[Sections 11 and 12] are"

14. Page 12, line 25.
Strike: "SECTION" -
Insert: "sections 11 and” R

781415
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15. Page 13, line 12,

Following: line 11

Insert: " : ’ B ’

NEW SECTION. Section 15. Termination. [Section 12] and
the bracketed references to the state land board advisory council
in 77:1—208, 77-1-802, 77-6-205, and 77-6-502 terminate March 1,
1996. ‘

. Renumber: subsequent section

-END-

7814155C.Hpf



Strike:
Insert:

Strike:

Following:
Insert:

Following:
Insert:

Following:
Insert:

Following:
Insert:

Page 6,
Following:
Insert:

Page 10,
Following:
Insert:

EXHIBIT.
DATE_4/

S8

/
2.

ToAd

Amendments to Senate Bill No. 424
Third Reading Copy

Requested by Senator Mesaros
. For the Committee on Taxation

Prepared by Greg Petesch
April 5, 1993

line 11.
"DEPARTMENT"
"BOARD OF LAND COMMISSIONERST™"

2. Title, line 15.
ny7-6-202,"

line 23.
"shall®

Page 1, line 24.
Following:
Insert:

line 7.

n must "

line 9.

Page 5, line 18 through page 6, line 8.
Strike: section 3 in its entirety
Renumber: subsequent sections

line 22.
"board"

line 24.

line 23.
H mu § n

11. Page 10, line 25.
Following:
Insert:

sb042402.agp



12. Page 11, line 2.
Following: "FF—&6—567"
Insert: "as provided in 77-6-507"

13. Page 11, line 20.
Strike: "AND"

Following: "77-6-502"
Insert: ", and 77-6-507"

14. Page 12, line 8.

Following: line 11

Insert: "NEW SECTION. Section 11. Setting of fees. (1) In
setting the lease rental rates or fees for the use of state
lands, the board shall consider the impact of the uses on
the school trust asset, lessee expenses for management,
water development, weed control, the term of the lease, the
conditions on the lease payment, and any other required
expenses reasonably borne by the lessee.

(2) All lease rental rates and fees established by the
board under 77-1-208, 77-1-802, 77-6-202, 77-6-501, 77-6-502, and
77-6-507 must consider the trust asset and be in the best
interests of the state with regard to the long-term productivity
of the school trust lands, while optimizing the return to the
school trust."

Rénumber: subsequent sections

15. Page 12, line 23.
Strike: "[SECTION 12] IS"
Insert: "[Sections 11 and 12] are®

16. Page 12, line 25.
Strike: "SECTION"
Insert: "sections 11 and"

17. Page 13, line 10.
Strike: "8 AND 10"
Insert: "7, 9, and 11"

18. Page 13, line 12.
Following: line 11
Insert: "

NEW SECTION. Section 15. Termination. [Section 12] and
the bracketed references to the state land board advisory council
in 77-1-208, 77-1-802, 77-6-205, and 77-6-502 terminate March 1,
1996."

Renumber: subsequent section

2 ' sb042402.agp
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TESTIMONY
HOUSE TAXATION COMMITTEE
S.B. 424
MONTANA STOCKGROWERS ASSOCIATION, MONTANA CATTLEWOMEN, INC.,
AND MONTANA WOOL GROWERS ASSOCIATION
APRIL 7, 1993

For the record, my name is Jim Peterson. 1 am Executive Vice President of
the Montana Stockgrowers Association and a rancher from central Montana. Today
I am speaking in support of the amendments to S.B. 424 on behalf of the Montana
Stockgrowers, the Montana Wool Growers and the Montana CattleWomen. If the
amendments are approved, we are also supporting S.B. 424 so that the State Land
Board has a pracess for reviewing all fees for all users of state lands.

The original purpose of 5.B. 424 as it was introduced in the Senate was two
fold: First, to place authority for establishing fees on all uses of school
trust lands with the State Land Board, and to require the Board of Land
Commissioners to obtain "full market value" for leases on school trust lands.
Second, to use the recently released, "Duffield Study" as a guideline for the
Board of Land Commissioners to use in reviewing land use fees on state school
trust land.

The amendments that were added in the Senate would require the State Land
Board to adopt rule making guidelines that must be followed for reviewing all
fees on state lands (i.e. notice, hearings, comments, and appeals). The Senate
amendments also require formation of an Advisory Council made up of state land
users and a representative from education to review all‘information available,
not just the Duffield Study, and make recommendations to the Land Board. The
Senate amendments also re-established the market based grazing fee formula as the
foundation for grazing lessees. Senator Mesaros' amendment No. 14 would require

consideration of the impact on land uses and lessee expenses required on school

trust land in the fee setting process.
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One major problem with this bill is the fiscal note. While not
specifically stated in the bill itself, the fiscal note implies that the Duffield
Study should be the guideline for récommended fees used by the Board of Land
Commissioners in obtaining full market value. I will provide you with two
critiques of the Duffield Study--one from Pepperdine University and one from
Montana State University--that provide strong evidence that the Duffield Study
should not be used as a sole recommendation for reviewing fees on state lands and
certainly not as a guideiine for "full market value".

First, however, two questions should be addressed: 1) Should the State
Land Board have the exclusive authority for establishing fees on school trust
15665?} 2) What kind of decision making process and information gui@elines should
be used for establishing the land use fees themselves? |

Initially, who should have the authority for establishing fees on state
lands--the State Land Board or the Legislature? Currently, the State Land Board
has the aﬁthority to establish fees for grazing and agricultural uses and
outfitting fees. The Legislature, however, has set the fees for recreational use
and cabin site lessees. ' It makes seﬁse that the authority should be one place
or the other and not fragmented and split between two entities. This bill, S.B.
424, establishes the authority with the State Land Board for all uses of state
laﬁds. One can argue that the State Land Board has been given the responsibility
for managing state lands, therefore, they should have the authority for setting
fees. One concern that the agricultural community has is the State Land Board

has very little agricultural background and that is the reason for the

introduction of the process and the Advisory Council.

S.B. 424
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Second, if the State Land Board is given the authority for setting all
fees, there should be a clear procedure for notifying all state land uses and
lessees, providing hearings and a comment period, ahd an appeal process so that
all users of state lands have an ample and fair opportunity to respond to any
proposals that may come from the State Land Board. This process merely provides
a level playing field for all lessees and users in any or all discussions and
reviews of uses and fees for state lands. The Advisory Council ;hould consist
of individuals knowledgeable in the use-of state lands and be representative of
state land uses. The Advisory Council, provides an entity to review all of the
information available and discuss important issues related to the uses of state
l;nds; The Advisory Council then makes recommendations to the S;;te Land Board
which may not take the time (or have the time) to review the> information
thoroughly.

With this in mind, we are supporting the amendment that establishes the
Advisory Council for the initial process but then terminates the committee in
four years after the initial fee review process has been completed. The Advisory
Council can provide éxpertise and direct input from actual users of State Land
and hopefully won't be as political as either the Legislature or Land Board might
be.

A significant concern of everyone associated with this process is the "knee
jerk™ reaction to the recommendations of the Duffield Study and the attempt to
codify these recommendations by Rep. Kadas in H.B. 665 (which was killed in the

House Education Committee) and now in S.B. 424, with the reference in the fiscal

note to use the Duffield recommendations as guidelines for the Board of Land
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Commissioners to use in setting fees. The Duffield Study was released in
February and no one has had the chance to thoroughly analyze the study
adequately. The statistical data has not been reviewed by other researchers and
in the two cases I mentioned earlier, reviewers are very skeptical of the
methodology used and they question the assumptions and conclusions of the study.
Yet, this bill and the fiscal note recommends the Duffield Study as a guideline
for the Board of Land Commissioners. We strongly object to this and assert that
other information is available which should be considered.

Since the Duffield Stud? was released in February, four economists--Dr.
Myles Watts and Dr. Terry Anderson of Montana State University, and Dr. Gerhard
Rostvold and Dr. Thomas Dudley of Pepperdine University in California--have
reviewed the economic theory and statisticalbanalysis used in thé*study. Both
reports strongly recommend a review of the methodologies, the factual foundation
‘and conclusions drawn by Professor Duffield, et. al, before any adjustments are
made in grazing lease fees on state school trust lands in Montana. A copy of
both reports are provided for your review.

In spite of these major concerns, and the "knee jerk" reaction to the
Duffield Study, the livestock and agricultural industries realize that it is
appropriate to review the fee structure of state school trust lands, and that
there is a recognized obligation to optimize return on school trust lands. At
the same time, however, there are three major pillars to the foundation of long
term management of school trust lands. They are: 1) The fee structure, 2) The
long term stewardship and variability in the land, and 3) The lessees
themselves. All three portions mustvbe given careful consideration before any

final decisions are made.
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We sincerely hope that our support of S.B. 424 will help insure that all
three portions--the land, the lessee and the fee--will be reviewed thoroughly by
the Advisory Council and the Land Board thréugh a well established process prior
to the Land Board making any decisions.

If the amendments to S.B. 424 cannot be added and there is not insured a
fair, thorough process, I would encourage you to kill the bill, wait two years
and we will try again. 1In spite of the "knee jerk" reaction to the Duffield
Study, however, we are willing tb move forward provided we are insured a fair and
. informative process. Thank you for your support of our concerns and I urge you

consider the amendments and pass S.B. 424 with the amendments.
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PEPPERDINE UNIVERSITY

SCHOOL CF BUSINESS AND MANAGEMENT

REPORT TO THE MONTANA STOCKGROWERS ASSOCIATION

CRITIQUE OF THE REPORT ENTITLED ECONOMIC ANALYSIS OF THE VALUES OF
SURFACE USES OF STATE LANDS, BY JOHN DUFFIELD, BRUCE ANDERSON AND
CHRIS NEHER .

AUTHORS OF CRITIQUE:
Dr. Gerhard N. Rostvold
Dr. Thomas J. Dudley

It is the primary purpose of this report to present a

preliminary analysis and evaluation of (1) the economic market
model, and (2) the statistical model utilized by Professor Jon
Duffield and his colleagues in their February 1993 report to the
Montana Department of State Lands. Our analysis and evaluation of
the economic/market and statistical models used to support the
final conclusions of the study program will be confined to the
question of the full or fair market value of the forage produced
on state school trust lands in Montana. In other words, are state
grazing leases in Montana priced at fair market value?

Our work program has centered upon a review of the Summary
Report, Economic Analysis of the Values of Surface Uses of State
Lands, and the TASK 3 Report, Fair Market Value for Grazing
Leases. Both reports (henceforth to be referred to as the
Duffield Reports) were published under date of February 1993.

CONCLUSION OF THE DUFFIELD REPORTS CONCERNING THE ADEQUACY OF
CURRENT STATE LEASE RATES8 IN MONTANA

The conclusions drawn with respect to the adequacy of current
lease rates for grazing on state school trust lands in Montana
were set forth in the TASK 3 Duffield Report (p. 65) as follows:

5.4 CONCLUSIONS.
As a result of an intensive (and extensive survey of Montana

ranchers concerning grazing lease rates and four additional
methods of analysis, we conclude that current state lease rates
are much lower than current fair market value. Lease rates on
Montana DSL grazing leases currently average $4.24 per AUM. The
preceding analysis suggests that fair market value for these
leases is on the order of $7.50 to $8.50 per AUM.

METHODOLOGIES UNDERLYING THE CONCLUSIONS DRAWN IN TEE DUFFIELD
REPORTS

Professor Duffield and his colleagues used six specific
approaches to estimate a current fair market value for state
grazing leases in Montana. The six approaches are described in
the Summary Report (pp. 17-18), and the TASK 3 Report along the
following lines:

RENDCDNUNT VIUEDCITN D A7 4 - W CARPARATE PAIN'TE CITIVVER CITY CA Q™0 - AN L6 227N bt TAY I 24LR Doy
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Approach #1: Based upon a statistical model (a so-called
"Hedonic Model") that relates lease characteristics and

terms to price for private market grazing leases.

Approach #2: To look at the average price of the prlvate
leases that are most like the state leases. Comparative
data from six private leases provided the foundation for
estimating the current fair market value of state leases.

Approach #3: To look at the average competitive bid for
the 8% of all state school land grazing leases which are

competitively bid.

Approach #4: To look at what ranchers report is a fair
market price for state leases.

Approach #5: To examine what other public land agencies,
e.g., BLM, the Forest Service, and the Bureau of Indian

Affairs (BIA), have established as lease rates for
grazing lands.

Approach #6: To undertake a literature review of studies
concerned with the economic value of forage on public
and privately-owned grazing lands in the western states.

The author concluded that . . .

"All six of the methods tend to lead to a fair
market value for state grazing leases that is
around 70% of the private dryland lease rate..."

""Phis evidence suggests a fair market price
between $7.50 and $8.50, with a point estimate of
$8.00. (TASK 3 Report, p. 3)."

EVALUATION OF THEE MARKET PRICE THEORY MODEL FROM WHICH FAIR MARKET
VALUE CONCLUSIONS ARE DRAWN

Although Professor Duffield and his colleagues used six
approaches to support their conclusions, there is no doubt that
their Hedonic Price Model is the flagship of their alternative
methodologles. In this section of our report we will evaluate the
appropriateness of using an Hedonic Price Model to predict a "fair
market value" for grazing leases on Montana state school trust
lands. In the next section we will outline a detailed critique of
the statistical methodology applied in translating data on private
market lease rates into a measure of the "fair market value" of
leases on state school trust lands.
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As stated on page 9 of the TASK 3 Report . . .

"The theoretical model adopted for this study is what
is called a "Hedonlc Price Model" (Rosen, 1974). The
central idea is that house or land or similar goods can be
nodeled as single commodities differentiated by the amounts
of various characteristics they contaln. This model rests
on a theory of product differentiation in pure competition.”

The reader at this point, in all honesty, has to be asking
himself, "What in the hell is a 'Hedonic Price Model'? _And, what
does it have to do with the price of forage and beef in the State
of Montana?"

We have reviewed Herwin Rosen's 1974 article, "Hedonic Prices
and Implicit Markets: Product Differentiation in Pure
Competition," published in the Journal of Political Economy.

In the introduction to his paper, Rosen writes . . .

"This paper sketches a model of product differentiation
based on the hedonic hypothesis that goods are valued for
their utility-bearing attributes or characteristics."

- our review of the "Hedonic Price Model" articulated by Sherwin
Rosen, and applled in the February 1993 Duffield preports leads us
to the conclusion that this price theory model is not approprlate
to a factual determlnatlon of whether or not lease fees on private
grazing lands in Montana represent an accurate proxy measure of
the "fair market wvalue" of grazing fees on state school lands in
Montana.

: The "Hedonic Price'Model," in the words of Professor Duffield
and his colleagues, ". . . rests on a theory of product
differentiation in pure competition." (TASK 3 Report, p. 9).

We agree that it is feasible to conceptuallze varying tracts
of state school lease lands as differentiated products, but we
summarily reject the choice of the purely competitive market model
as a framework for predicting the "fair market value" of state
school land leases.

. The price theory micro-economic model of pure competition is
defined 1n terms of many buyers and many sellers of the product.
In this market model, no one buyer or seller exerts a direct
1nf1uence on the rullng market price. Moreover, the product
itself is homogeneous in character. : -
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Table 3.1 (p. 11) of the Duffield Summary Report outlines the
"Structure of State Lands Resource Markets." In the case of
Montana grazing lands the product is defined as "Falrly
Homogeneous." The market structure is defined as "Competitive."

In addressing the inholding issue, the TASK 3 Duffield Report
(p. 63) observes,

"The inholding issue is troublesome because these units are
typically unfenced. This means that the only logical user of
these units 1s the rancher who owns the surrounding land. This
means there is- unlikely to be competltlon for the lease, but it
also means the rancher has little choice but to use the unit and
pay the state-determined rate."

Another factor 1limiting competitive forces in established
lease rates on state school lands in Montana is the general
unwillingness of ranchers to bid competitively against their
neighbors. Additionally, the parcel of state school lands does
not of itself represent an economlcally viable unit of productlon.
State lands must be integrated into the production function of a
given ranch operatlon which includes fee land as well as- federal,
state and private lease lands.

The realities are that there currently exists no pure
mlcro-econcmlc/market price theory model which allows us to say
when grazing fees on public lands are equal to "fair market
value." We summarily reject the "Hedonic Price Model" as a basis
for defining the "fair market value" of grazing fees on state
school trust lands in Montana.

In the final analysis, gra21ng fees on public lands are set by
a Leglslatlve-Regulatory—Admlnlstrat1ve process. In this model of
price determination the state of Montana, operating within the
framework of the decision-making authority of the State Lands
Board, occupies the powerful position of "Price Maker." The
rancher, on the other side of the market transaction, is a
"Price-Taker," insofar as grazing fees are concerned.

In our opinion, it is an heroic analytical leap to take the
findings of a purely competitive Hedonic Price Theory Model and to
apply these findings to an institutional setting in which
Legislative-Requlatory-Administrative forces set the ultimate
price. Even in the best of all social-political-economic worlds
it is not highly probable that a highly abstract Hedonic Price
Model will approx1mate the realities of the Legislative-
Regulatory-Administrative model.
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Finally, the "Hedonic Price Model" of the Duffield Reports
i i of the

fails to adeguately address the bottom-line guestions

comparability of privately-owned versus state-owned school trust

lands _in Montana.

EVALUATION OF THE FOUR REMAINING APPROACHES OF THE DUFFIELD
REPORTS

In the two preceding sections of this report we have pointed
out the weaknesses of the "Hedonic Price Model" and the failures
of the "Statistical Model" used by Professor Duffield and his
colleagues in concludlng that current state lease rates are much
lower than current fair market value. At this point we present an
evaluation of the remaining five methodologies applied in support
of the conclusion that the fair market value of Montana DSL
grazing leases is in the order of $7.50 to $8.50 per AUM, in
contrast with the current average lease price of $4.24 per AUM.

COMPARISONS WITH THE AVERAGE PRICE OF THE
PRIVATE LEASES THAT ARE MOST LIKE STATE LEASES

Here the Duffield Report takes a sub-sample of six private
leases held to be "most like the state leases" and derives a mean
"fair market price" for state school trust grazing lands of $7.9%0
per AUM. The specific values of the six leases were: $3.91,
$7.50, $8.00, $8.00, $8.00, and $12.00. The sheer paucity of the
data sample here places 1nto serlous questlon the valldlty of the
conclusion drawn. In some economic and statistical circles, this
type of analy51s is described as "Casual Empiricism". The data
base simply provides no foundation for the conclusions drawn.

AVERAGE COMPETITIVE BID PRICES AS A MEASURE
OF FAIR MARKET VALUE

In Montana, 8% of all state school land grazing lease prices
are set by competitive bids. As the study itself observes (TASK
Report, p. 41), the unw1111ngness of ranchers/neighbors to bid
competitively 1is a factor 1limiting the establishment of true
market values. Beyond the reluctance of the rancher to bid
agalnst his neighbor on state school land leases it is highly
unlikely that the competitive bidding process on state lands meets
the well-defined <criteria of the purely competltlve market
structure where many buyers (ranchers) are bidding for the
product (grazing lands) being offered by many sellers.

Again, the reality does not fit the model. 1In the case of
Montana state school lands we have one seller -- a "Price Maker"
-- higgling and haggling with a 1limited number of potential
buyers. This does not describe the purely competitive market
model held to be fundamental to  the conclusions of the Duffield

Reports.
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WHAT RANCHERS REPORT IS A FAIR PRICE FOR STATE LEASES

A total of 601 ranchers in the survey sample provided an
AUM-based average price for private leases in their area and the
percent of that average private 1lease rate they thought
represented a fair price for state leases. The percent-weighted
average of all ranchers respondlng was $9.01 per AUM. In the case
of those ranchers holding leases on state lands, the average
percent—weighted fair price was $7.62.

We genulnely respect the oplnlons and judgments of Montana
ranchers in the matter of what constitutes the fair market value
of grazing leases on state school trust lands, but we withhold
judgment as to the validity ‘of the dollar value figures cited in
the Duffield Reports. Opinions rarely meet the test of factual
objectivity.

WHAT OTHER PUBLIC LAND MANAGEMENT AGENCIES ARE CHARGING
FOR PRIVATE GRAZING LEASES

Professor Duffield and his colleagues qulckly dismissed BLM
and Forest Service lease rates as not providing useful information
on the forage lease market (TASK 3 Re ort, p. 3 of Executive
Summary) . They did however, accept the validity of the "17 usable
private leases both on and off the Fort Peck Reservation" yielded
by the Anita Bauer study of May 1992. Agaln, we confront the
"Comparability Issue," that is, do the 17 pieces of data from the
Bauer study provide an adequate basis for drawing the general
conclusion that the $8.00 per AUM price for BIA range units in the
Fort Peck Area represent an acceptable proxy measure of the fair
market value of state school trust land leases? We do not
question the accuracy of Anita Bauer's findings. We do, however,
question the adequacy of the sample from which Duffield, et al.,
derive their conclusions.

THE FINDINGS OF A REVIEW OF THE LITERATURE --
THE TORRELL, GHOSH, AND FOWLER STUDY OF 1988

Messrs. Torrell, Ghosh, and Fowler, in 1988, completed a study
of the value of publlc grazing leases in New Mex1co. They found
that about 30% of private market grazing land lease rates were
absorbed by the value of services rendered by the lessor.

The conclusion was drawn that the economic value of forage on
public lease lands in New Mexico was approximately 70% of the
private market lease rate for nonirrigated lands.
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Professor Duffield and his colleagues concluded that assuming
(emphasis supplied) that this ratio holds for Montana, the value
of state school land leases in an estimated $7.89.

Here again, we have an important conclusion drawn upon the
basis of untested assumptions. Of additional concern is the
question of the comparablllty of Montana and New Mexico gra21ng
lands as a basis for estimating the fair market value of gra21ng
land leases. Duffleld et al., do not confront the comparability
issue. That remains as the paramount unanswered questlon in the
comparatlve analysis of gra21ng fees on publlc and private lands
in the western U.S. Until the criterion of comparability of
public and private gra21ng lands in terms of productivity, value
of the forage, carrying capac1ty, avallablllty of water, etc., is
met, economists and statistical model builders should tread
lightly insofar as defining the "fair market value" of grazing
leases is concerned.

For a more detailed exposition on this point, see the
Rostvold/Dudley Report to Congress, New Perspectives on Grazing

Fees and Public Land Management in the 1990's, June 1992.

EXAMINATION OF SPECIFIC RESEARCH AND
STATISTICAL METHODOLOGIES

The following section deals with a critique of specific
research and statistical methodologies wutilized in the six
approaches for determining grazing fees as advanced in the report.
The critiques are from the point of view of appropriate research
and statistical methodology generally employed 1in situations such
as presented herein. In general, all research must be grounded in
the testing of the major hypotheses or assumptions which underlay
the problem at hand or decision to be made. In this case the
major premise seems to be that there is comoarablllty between
private lease situations and public lease situations. If this is
not the case, then how can one analyze prlvate lease situations
and be fiat assign the solutions to the public lease situations?

But this question is never put to the test or scrutiny of research
methods and statistical analy51s. Since the relationship between
public rangelands and private rangelands is assumed to be
comparable, it must be tested in a rigorous way before conclusions
on the one side i.e. private grazing leases; can be arbitrarily
ass1gned to the other 51de, i.e. public grazing leases. Because
this was not accomplished in this study any conclusions reached
lack credibility and are subject to gquestion as to their
"correctness."
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In case number one a model 1s developed which purports to
predict fair market value for graZLng leases on public rangelands.
On page 33 of the final report is listed a complete model and a
reduced model. The reduced model is employed in the predlctlon
process. A major evaluation tool of any predlctlon model is the
degree to which the model '"explains" the varlablllty in the
variable to be predicted, in this case prlce. The statistic
utilized is called the coefficient of determination or r squared.
In this case the reduced model has a value of .268 and the
complete model has a value of .261. This results in an increase
of .007 between the two models. This 1s not a significant
increase in the predictability of the two models. However, the
six variables eliminated from the complete model to proffer the
reduced model all possess negative signs. This means that these
six variables impact the predictive variable in a negative way,
i.e. they would decrease the predicted price. In addition four of
the eliminated variables are districts. One of the districts left
in the model is district 50, which is purported to be the most
expensive district. Thus, the most expensive district is left in
at the expense of less expensive ones.

As indicated above the coefficient of determination is a
measure of the degree to which the independent variables in the
model explain the value or behavior of the dependent variable,
i.e. price. Since, the value of this statistic in either model is
in the .26 range, this means that 26% of the variation in price is
"determined" by the variation in the variables in the model. The
question that needs to be posed is, what variables not in the
model explain the other 74% of the variation in price?

Another measure of the usefulness of 'a model 1is the
coefficient of correlation, or "r". This is a measure of the
association between the independent variables and the dependent
variable. In this case both models have a coefficient of
correlation in the .51 range. This means that both models possess
the same degree of associativeness. Therefore, both are equally
appropriate in terms of their ablllty to measure the relationship
between the set of independent variables and price. But, the
reduced model is purported to be the "right" model, even though it
predicts a higher lease price than the complete model. The second
case utilizes the model developed in case one above to select
"private leases most 51m11ar to state leases." This results in a
sample of six. This size of sample is hardly relevant to the
total number of leases in the population, and is not
representative of that populatlon by virtue of the fact that is
was selected on the basis of the model previously critiqued. A
necessary condition of research is to obtain one unbiased random
sample from a population if one desires to generallze to the
population attributes obtained from the sample. Since, this
particular sample was by nature restricted in how it was chosen,
no conclusions obtained from it can be generalized onto the
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population. That is, the price obtained from the six samples
cannot be generalized onto the entire populatlon of prlvate leases
much less equated to public leases. In addition, those six leases
have great variability in the values. The 95% confidence limits

are from 5.20 to 10.57.

The third case utilizes as its basis the 315 state 1leases
which could have been competltlvely bid. Of this number 33 were
actually competitively bid. Based upon this sample an average
price of $9.21 was determined. This begs the question of what
happened to the 282 other state leases that were not competitively
bid? If they were all let at the minimum state set price of
$4.17, the weighted average of all 315 state leases would be
$4.70. If some of the state leases were not even let, then the
average value over all 315 leases would obviously be even lower.

The fourth case relies upon the reporting of what ranchers say
is "a fair prlce for state leases." The point is that what one
says is "a fair price" and what one actually pays in a transaction
is usually very different. Prices should not be based upon what
people think or say, even if those people are the "knowledgeable"
experts if actual transaction data can be studied.

The fifth case "to exanmine what other public land management
agencies charge for private grazing leases." At the present time
the actual price charged for lease rates by the BLM and Forest
Service is $1.92. This fact is summarily dismissed because they
"do not provide useful 1ﬂrormatlon on the forage lease market."
No evidence or even rationale is given for this stance. 1Instead,
BIA leases are examined because they "do appear to represent
market 1ea51ng rates." Again no evidence or rationale is given
for the inclusion of this set of leases. Basic premlses must be
examined, at the outset of any research. If basic premises or
hypotheses are not tested any conclusions drawn from the
subsequent research are highly suspect. That is, 1if the basic
premlses are not true, in fact, the resulting conclusions are in
all likelihood also not true. The sixth case is more of the same.

Thls case is built on literature review and public grazmng leases
in New Mexico. From the text one finds "assumlng that this ratio
holds for Montana. . . " But, this assumption is not tested in any
statistical way. Therefore any conclusions drawn are highly

suspect.
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CONCLUSIONS

The main conclusions drawn from our review and evaluations of
the Duffield Reports are:

First, the Hedonic Price Theory Model built around
the concepts of product differentiation and pure
competition carries severe limitations when applied
to the predlctlon of the "falr market value!" of state
school grazing land leases in Montana.

Second, the research and statistical methodologies
employed in the six cases of the report have serious
“limitations as to their appropriateness. Any and all
conclusions drawn, therefore, are highly suspect as

to their wvalidity and reliability.

Third, the application of limited data samples to
support general conclusions with respect to the
"falr market value" of state school grazing land
leases in Montana is of questionable merit.

Fourth, the Duffield Reports do not adequately
address the all-important questlon of the
. economic comparability of private and public grazing
" lands and lease rates in the west. Most, if not all,
recent studies of the grazing fee issue beg the
question of comparability.

- Decision-makers entrusted with solving 1mportant public policy
questlons must recognize that the conclusions drawn by analysts
are: generally based upon assum tlons, theories, models, opinions,
values, and facts.

. In the case at hand we strongly recommend a detailed review of
the methodologies, the factual underpinnings, and conclusions
drawn by Professor Duffield, et al., before major adjustments are
made in grazing lease prlces on state school trust 1lands in

Montana.

Respectfully subnitted,

Loi DAL T e} Detley

Gerhard N. Rostvold
Professor Professor
Economics Quantitative Methods

March 15, 1993
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l. Introduction

The pricing of services from governmental lands at both the state and federal
levels is controversial because governmental agencies that control these lands are not
subjact to the same market forces as the private sector. Private land owners
presumably maximize their wealth by getting the most value of their assets.
Governmental land managers, c;n the other hand, are subject to political\pressures
from a variety of special interest groups who would like to pay less than the resource
is actually wort/\h. Because the political land managers do not directly benefit from
maﬁdmizing \éss‘et values and because competitive bidding does not exist for all public
rééources. there is reason to expect that state and federal governments will not obtain
full value from resources under their control.

Unlike most governmental lands that are managed for muttiple uses, school
trustA lands were set aside to genérate revenues for public education. Therefore a
failure to maximize the value of these lands cqnsﬁtutes a violation of the trust
responsibility of the state. Collecting less than lands are worth clearly reduces

revenues for schools. Less obvious but just as important is the fact that charging

more than uses are worth can leave lancs idle and also reduce revenues. For these




reasons it is crucial that the Montana Department of State Lands (DSL) carefully
conside( its land pricing policy. |

It should be noted &t the outset that this is a preliminary evaluation. We have
only seen the final report prepared by Duffield and Anderson and have not yet
obtained the data summarized in that report. Moreover, due to short notice, we have
not had sufficient time to fully evaluate all aspects of the Duffield-Anderson Report.

. . Determinants of Grazing Fees

, Determining the “fair market value" of grazing leases is complicated by the fact
that lands are of different quality and that the lessor and lessee contribute different
inputs to the production process. Generally we would expect the lease price received
by the lessor to be positively related to livestock prices,. alternative forage costs, and

- the value of lessor-provided inputs (e.g. fencing, water development, and weed
control) and negatively related to length of the lease and lack of access control by the
lessee.

The D-A Report attempts to gather information on private lease prices and
compare them to state land lease prices. Given that lease prices depend on a number
- of variables, it is necessary to control for these in any comparison. The D-A Report
makes a number of comparisons, but fails to adequately control for the many
variables that could explain differences in lease prices within the private sector or
bétween the private and public sectors. In some cases the D-A Report simply
compares lea_se prices on private and public lands with leases greater than f_ive years,

no fence maintenance services, and dryland. In other. cases the D-A Report compares



state land lease prices across states. In our opinion neither of these approaches has
much credibility because neither adequately controls for important variables.

The best method of controlling for the many variables that affect lease prices
used in the D-A Report is the "hedonic pricing model." This model attempts to estimate
a statistical relationship between private lease prices and tha variables mentioned
above. The "hedonic pricing" method they use has been criticized in the economics
literature because it fails to sufficiently distinguish between demand and supply
variables that enter into a final determination of a market price. These criticisms aside,
in order for a hedonic pricing model to be a useful policy tool, it must be a good
predictor. Their "complete model" (see Table 4-17, 33) reports aﬁ "adjusted R® of
'0.261. This means that only 26% of the variance in lease prices }s explai.n;ed by the
variables they use, and raises the question of what accounts for the other 74% of the
variance. In other words, their model does not do a good job of explaining what
determines private lease priées and therefore cannot do an adequ;te job of predicting
- what state lease prices should be,

. . Evaluation of the Hedonic Model

The main reason that the D-A Report fails to explain variances in private lease
prices is that the data used do not adequately control for the many variables that
ihﬂuence leases. For examble, to capture the impact that landowner provided inputs
might have on lease prices, the D-A survey asked whether the landowner contributed
to the costs of fencing maintenance, weed control, and water development. | did not

~ ask how much the lessor contributed to fence maintenance and water development,



but it did ask how much the tenant and landowner contributed to the costs of weed
control. The data on noxious weed control, however, were not used in the statistical
analysis, and the D-A Report does not explain why.

To understand the impacts of not including the costs of lessor-lessee
contribution, suppose that the lessor provides for all fence maintenance and this is
worth $2 per AUM to the lessee. All else equal, the lessee would be willing to pay $2
more for this lease. On the other hand, if the lessor contributes only $0.05 for fence
maintenance, the lease would only pay an additional $0.05. In the D-A analysis both of
these would be reported as a lessor contribution, but there is no way to differentiate
between the two. Therefore it is inappropriate to use this hedonic price model
estimated from private léase czla to predict what state grazing fees should be.

It is important to note that the noxious weed variable is removed from their
"reduced model" because it is not found to be signiﬁcant. Such removal, however, is
inappropriate in a predictive model where the variable is expécted to have an impact.
Clearly a lessee would prefer a lsase without é weed problem particularly if the lessee
must pay for weed control as the is the case with state lands. Moreover, the usual
statistical test for determining whether a variable is significant is based on the
probability that the.coefﬁcient on the variable is zero. Using this stahdard appreach,
the probability the coefficient on noxious weeds is zero is about 17% and the
probability it is not zero is 83%. The noxious weed variable should not be omitted from

the model.

Even though control variables for fence maintenance and water development



are found to be significant, the use of the "dummy vanable" technique is inappropriate
for predictive purposes. The D-A Report enters a 1 if the landowner participates in the
costs and 0 if not. The appropriate statistical measure would be the degree of
participation. Therefore it is not surprising that the D-A Report can not adequately
predict private lease prices.

Another problem with the D-A method of accounting for fencing contributions is
that they only ask if the landowner participated in maintenance costs; they do not
determine whether the landowner made the initial investment. This becomes
particularly important on state leases where theré are not fences. On private le;ases it
is typical for the landowner to provide the initial cost of the fencing because it is
. perh'\anently attached to the land. However, on state lands, the lessee is\gesponsible
_ for fence construction which would reduce the value of a state grazing lease, all else
_equaL

The D-A Report does not control for access which is likely to be an important
det_errhinant of the grazing fee. We can infer this from the amount of effort agricultural
interests were willing to put into their fight to keep recreationists off state lands leased
. for agricultural purposes. Moreover, D-A find that lessees were "willing to pay" as
mt;:ch as $1.13 more for private leases without public access. If state lands have pUblic
access, at least this amount must be subtracted from the "air market value." Such an
adjustment is not made by D-A and is not included in their model.

V.  Cattle Prices and Grazing Fees |

‘The D-A Report is critical of basing grazing fees on cattle prices. This criticism




is based on their regression analysis reported in Table 4-45 (57) which shows that
77% of the variance in private lease prices can be explained by beef prices between
1969 and 1991, but that only 10% can be explained between 1880 and 1991. One
possible explanation for the big difference between the two ié the small sample (12)
for the latter period. Given that beef prices explain more variance in the long term than
. does the hedonic model produced by D-A, there is reason to believe that it may be a
better predictor. Data are available to do a more sophisticate statistical analysis of the
relationship between beef prices, and grazing fees and preliminary results show this is
a promising approach.

V. Competitive Bidding

The D-A Report suggeSts that a major reason for lower grazing fegs on state
lands is the lack of competitive bidding. They report survéy results that many ranchers
do not want to bid against their neighbors, concluding that this effectively provides
sufficient couusion to depress grazing fees. On the other hand, their survey results
| show that 22% to 38% of these surveyed are willing to bid against .their neighbors, yet
only 8% of the leases have more than one bid. These statistics appear inconsistent. If
so many are willing to bid and if grazing fees on state !ands' are so far below the fair
market value why aren’t there more bids? |

An explanation for the lack of more than one bid on 8% of the state lancs is
that these leases are not worth significantly more than the minimum of $4.17. If there
are some lands where the grazing is worth far more than $4.17, we would expect

- more competition for them. The fact that the average competitive bid is $8.34 (40) may



indicate that some lands are worth more. For example, if state land is near an urban
area, the forage for "hobby farmers" may be worth much more than it is for the typical
Montana cattle rancher. In short, the fact that only 8% of state lands receive only one
bid tells us little about whether tacit collusion is holding down state grazing fees.

VI.  Comparison with Other States |

The D-A Report compares Montana state land grazing fees to other states and
concludes that "Montana is toward the lower end of the scale in terms of the ratio of
state grazing lease rates as a percentage of market value," Table 1-12 reveals that 8 of
the 14 other states have ratios near or below Montana’s; only 6 other states have
_ratios higher than Montana’s. No statistical analysis is provided by D-A.

To make comparison with other states velid, it would be necessaty\to control
for the same variable discussed above. Do other states provide or share in
improvements; are other states less urban; do other states have public access; how
do other states deal with drought conditions? Until question such as these are

addressed, comparison with other states is of little value in predicting what Montana’s

grazing fee should be.

Vil. Conclusion

It is important that Montana maximize the value of its state lands espsacially to
the extent that these lands were specifically set aside to support public education. Thé
problem is determining what is the value maximizing price to éharge for various uses.
If the state decides to raise g_»r.azing fees significantly, it may discover unaticipated

. impacts. For example, under current practices there is little or no monitoring of leases.



If fees are increased 1o disipate profits from grazing, the lessee will have more
incentive to overstock. Not only will this reduce long term productivity of the range, it
will ultimately reduce the revenues from leasing. This scenerio would require that the
state increase monitoring expenditures thus offsetting potential revenue gainé.

It is wise for the DSL to study this issue in depth, but the D-A Report aoes not
_provide an adequate basis for chanéing the state law regarding the grazing fees. The
statistical analysis does not predict very well what factors determine private grazing
fees and is not adequate to predict what stats grazing fees should be. The D-A Report
does present evidence that suggests that state grazing fees may be below fair market
value, but additional statistical analysis is necessary to determine what that fair market
value is. Before s'tate law is changed in a way that can significantly disrupt an
important sector in the state’s economy and potentially disrupt revenues and
expenditures associated with grazing, more careful analysis should be performed.

- 1. The ideas expressed in this evaluation are those of the authors and not necessarily
those of Montana State University. :

2. The report under evaluation here was done for the Department of State Lands by
John Duffield and Bruce Anderson, Economic Analysis of the Values of Surface Uses
.- of State Lands, Bioeconomics, Inc., Missoula, MT, February 1993. This evaluation

- covers on "Task 3, Fair Market Value for Grazing Leases.” Hereaﬂer this report is

referred to as the D-A Report.
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Honorable Chairman, Vice Chalirman, and other Representative Memberssgt tThe
House Taxatlon Commitlee,

We, Mervin & Carol M. Works, are farm co~owners/bperators and lifetime
residents of Chouteau County, MT, speaking in opposition to Senate Bill #424.

" This Bill does not clearly state who or how many members would comprise the
State Land Board Advisory Council. They must be (quote)"broadly representative
to the users and beneficiaries of the State Trust Lands."(unquote) This is a
pretty general statement.

Also in Sec.12, the Advisory Council shall make recommendations to the State
Land Board, but that doesn't mean they have to concur. Based on past experience
with a State Land Board, they could still do as they see fit, no matter how well
researched, how accurate, or how much sense those recommendations make.

In Sec. 11, (quote) "the procedure should establish provisions for notice,
public comment, public hearing and appeal." (unquote) (Note that word should)
Again, it is not clear. Would these notices be sent to all state lease/license
holders? Published inall county newspapers, only in a Helena paper, or how
would notice be given? How long before a scheduled meeting will notice occuxr?

How much are these members to be paid in wages, in allowed expenses, and for
mileage? How much are the notices going to cost? What about extra secretaries
to take care of additional paper work?”

We honestly feel this bill is not in the best interest of the State as there
are too many unknown factors and it puts too much power in too few hands.

We also oppose the proposed lease rate increases found in the bills fiscal
note No. 6. These increases will have a rippling or snoball effect of raising
private lease rents as well. All landowners will quickly follow in raising their
rents to equal or surpass those which the state imposes. The average lease rate
in our area is about 28%. But, most rates over 25% include anexpense share of
the landowner on fertilizer, chemicals, seed etc. In other words the landowner
assumes a part of the production cost risk, in order to receive a higher share
of the crop production. The State does not do this.

The State & National legislatures are trying to raise taxes on fuel, fertilizer,
cbemicals, property, income, a sales tax, and etc.. All farm expenses are
escallating at an astounding rate. But where is the price of grain? About
where it was 25 years ago. In agriculture we can not, I repeat can not pass
on those increased expenses when we sell our products as most other businesses
can., Agriculture is at the mercy of the buyer. We can not set our selling
price to reflect the incresed cost of production. A lease rental increase at

this time is definitely not in the best interest of Montanas #1 industry, Agriculture.



If a higher lease rate occurs, farmers will have to cut production costs.
fhat means less or no fertilizer, less tillage, less weed control, resulting
in poorer crops, lower quality grain, and less bushels. It is not in the best
interest of the school trust to encourage its lessees to use managenment
techniques which would be to tihe detriment of the land in the long run. It
could also result in a high turnover of lessees who would not manage the land
in order to insure the long term productivity and sustained yield to the school
trust.

The state would have to hire more people to monitor state lands. This
increased cost plus those of the Advisory Council and Public Notice, plus
the probable deteriorating quality of the land and possibde dishonest crop
shares paid, could in fact mean less funds received by the State Trust. We
have talked with over 20 couples, with and without state land leases, and all
were against this bill and lease rent increase.

No, this Bill is not in the best interest of Montana. Do not put this
hardship on your lessees and do not give this power to the few members of the
State Land Board. Keep it in your hands - those of the Legislature.

Thank you.

Cored 77 LOoehod)
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HOUSE OF REPRESENTATIVES

TAXATION COMMITTEE

ROLL CALL VOTE

DATE 7{/ 7;/ 4>  BILL No. B¢ F>¢/ NumBER

MOTION: _&Et éﬁ 4;4&/2( ' ZW _S_é :37%

REP, FOSTER

_REP. HARRINGTON

REP. BOHLINGER

REP. DOLEZAL

A
_ A
__REP. ANDERSON /
| | v
v
/

REP. DRISCOLL

REP., ELLIQTT

REP. FELAND

REP. HANSON

REP. HARPER

SN NN

REP, HIBBARD

REP. KELLER

REP, McCAFFREE

KRR

REP. McCARTHY

REP. NEILSON

REP. QORR

REP. RANEY
REP. REAM

REP. THUNBRY

REP, GILBERT

SN
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Amendments to Senate Bill No. 379
Third Reading Copy

For the Committee on Taxation

Prepared by DOR / Lee Heiman
March 31, 1993

1. Title, line 7.
Following: "15-2-306,
Insert: "15-7-102,

2. Page 15.
Following: line 17
Insert: "Section 8. Section 15-7-102, MCA, is amended to read:

"15-7-102. Notice of classification and appraisal to owners
-- appeals. (1) It skaldDbe is the duty of the department of
revenue, through its agent as specified in subsection (2), to
cause to be mailed to each owner and purchaser under contract for
deed a notice of the classification of the land owned or being
purchased by—him and the appraisal of the improvements on the
land only if one or more of the following changes pertaining to
the land or 1mprovements have been made since the last notice:

(a) change in ownership;

(b} change in classification;

(c) change in valuation; or

(d) addition or subtraction of personal property affixed to
the land. ,

(2)(a) The county assessor shall assign each assessment to
the correct owner or purchaser under contract for deed and mail
the notice of classification and appraisal on a standardized
form, adopted by the department, containing sufficient
information in a comprehensible manner designed to fully inform
the taxpayer as to the classification and appraisal of kis the
property and of changes over the prior tax year.

(b) _The notice must advise the taxpayer that in oxrder to be
eligible for a refund of taxes from an appeal of the
classification or appraisal, the taxpaver is required to pay the
taxes under protest as provided in 15-1-402.

(3) If the owner of any land and improvements is
dissatisfied with the appraisal as it reflects the market value
of the property as determined by the department or with the
classification of his land or improvements, ke the owner may
submit kis an objection in writing to the department’s agent. In
an objection to the appraisal of the property, the department may
consider the actual selling price of the property, independent
appraisals of the property, and other relevant information
presented by the taxpayer as evidence of the market value of the
property. The departm=nt shall give reasonable notice to the
taxpayer of the time and place of hearing and hear any testimony
or other evidence that the taxpayer may desire to produce at that
time and afford the opportunity to other interested persons to
produce evidence at the hearing. After the hearing, the
department shall determine the true and correct appraisal and
classification of the land or improvements and notify the

1 , sb037901.alh
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HOUSE OF REPRESENTATIVES

TAXATION COMMITTEE

ROLL CALL VOTE

DATE /;/ 7//g > BILL NO. S5 F79 NUMBER
MOTION: ‘ That SH 394
/ﬁl/ %/J@;AQ d Y

NAME AYE NO
-~/ 770 1
REP. FOSTER e
REP__HARRINGTON £
REP. ANDERSON A4
REP. BOHLINGER A
REP. DOLEZAL X
REP. DRISCOLL A
REP., ELLIOTT v
REP. FELAND &
REP _ HANSON X
REP. HARPER &
REP. HIBBARD £
REP, KELLER 4
REP. McCAFFREE /
REP, MCCARTHY i |
.REP. NELSON 94
REP. ORR &
REP. RANEY ‘{
REP. REAM £
R TINRY ’(
REP., GILBERT 7 V
/ =
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TAXATION COMMITTEE

ROLL CALL VOTE

DA'fE /‘//7/43 BILL NO. SA ¥=/ 'NUMBER

7
MOTION: 451 féé ﬁéattﬂl% — 54 225 By

%/)L ét/z/uw o) fu//ﬁ( z{/ﬂ

REP. FOSTER

REP. HARRTNGTON

REP. ANDERSON

REP. BOHLINGER

REP, DOLEZAL W/
REP, DRISCOLL

REP. ELLIOTT v
REP. _FELAND

REP HANSON

REP. HARPER L

REP. HIBBARD

REP, KELLER

REP., McCAFFREE

REP. McCARTHY

REP. NELSON

CRERRR] R KRR

REP, ORR

REP. RANEY

RSN

REP . REAM

REP . TINBY

REP, GILBERT

RS




Amendments to Senate Bill No. 438

-Third Reading Copy

For the Committee on Taxation

Prepared by Lee Heiman
April '8, 1993

1. Page 2, line 13.
Following: "property"
Insert: "-- refund"
Following: ".*"
Insert: "(1)"

2. Page 2, line 17.
Strike: "of the"
Insert: "that the remaining"

3. Page 2, lines 17 and 18.

EXHIBIT.
DATE__4/- 2- 2

SH. 455;

Strike: "that the personal property is located in the state"

Strike: "during"
Insert: "in"

4. Page 2, line 19.
Following: "bears"
Insert: "bears"

5. Page 2. '
Following: line 21

Insert: "(2) If propérty upon which taxes have been paid is
removed from the state, the taxpayer may obtain a refund of
a prorated portion of the taxes, subject to the requirements

of 15-16-613."

sb043801.alh
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HOUSE OF REPRESENTATIVES

TAXATION COMMITTEE

ROLL CALL VOTE

DATE 7/9/7 ‘3  BILL No. S¥3 61217 'NUMBER

MOTION: _L@_Mm__g st B #rY
/

A /4/4’44_;4»,/;//4/ o,

REP, FOSTER [/
REP. HARRINGTON : U
REP. ANDERSON . Y/
REP. BOHLINGER ‘ v
REP. DOLEZAL v
REP. DRISCOLL /
REP. ELLIOTT ./
REP FELAND /
REP . _HANSON L//
REP. HARPER )
REP. HIBBARD L
REP. KELLER il
REP. McCAFFREE v
REP. McCARTHY v
REP. NELSON v
REP. ORR I/
REP. RANEY v
REP. REAM /
REP . TINRY v
REP. GILBERT 1 1/
LENrE
f
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Amendments to Senate Bill No. 424
Third Reading Copy

- For the Committee on Taxation

Prepared by Greg Petesch
April 5, 1993

1. Title, line 11. 4
Strike: "DEPARTMENT"
Insert: "BOARD OF LAND COMMISSIONERS™"

2. Page 1, line 23.
Following: "shall"
Insert: "["

3. Page 1, line 24.
Following: "_".
Insert: "]n

4. Page 3, line 7.
Following: "must"
Insert: "["

5. Page 3, line 9.
Following: ", "
Insert: "]

6. Page 6, line 22.
Following: "board"
Insert: "["

7. Page 6, line 24.
Following: "_"
Insert: "]

8. Page 10, line 23.
Following: "must"
Insert: "["

9. Page 10, line 25.
Following: ", "
Insert: "]"

10. Page 11, line 2.
Following: "F#7—&—587"
Insert: "as provided in 77-6-507"

11. Page 11, line 20.
Strike: "AND"

Following: "77-6-502"
Insert: ", and 77-6-507"

1 sb042402.agp



12. Page 12, line 8.

Following: line 7

Insert: "NEW SECTION. Section 1l. Setting of rates or fees.
(1) In setting the lease rental rates or fees for the use
of state lands and cabin sites, the board shall consider the
impact of the uses on the school trust asset, lessee
expenses for management, water development, weed control,’
fire control, the term of the lease, the conditions on the
lease payment, and any other required expenses reasonably
borne by the lessee. In setting cabin site lease rates, the
board shall consider expenses that are commonly incurred by
the lessees to preserve the value of the state land or to
provide services commonly provided by private lessors in the
area. .

(2) All lease rental rates and fees established by the

board under 77-1-208, 77-1-802, 77-6-202, 77-6-501, 77-6-
502, and 77-6-507 must consider the trust asset and be in
the best interests of the state with regard to the long-term
productivity of the school trust lands, while optimizing the
return to the school trust."

Renumber: subsequent sections

13. Page 12, line 23.
Strike: "[SECTION 121 IS"

Insert: "[Sections 11 and 12] are"

14. Page 12, line 25.
Strike: "SECTION"
Insert: "sections 11 and"

15. Page 13, line 12.
Following: line 11
Insert: "

NEW SECTION. Section 15. Termination. [Section 12] and
the bracketed references to the state land board advisory council
in 77-1-208, 77-1-802, 77-6-205, and 77-6-502 terminate March 1,
1996."

Renumber: subsequent section

2 sb042402.agp
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REP. FOSTER e

REP. HARRINGTON y

REP. ANDERSON e

REP. BOHLINGER e

REP. DOLEZAL e

REP. DRISCOLL v

REP. ELLIQTT v

REP FERLAND /

REPR HANSON /

REP. HARPER i

REP., HIBBARD [

REP. KELLER v

REP. McCAFFREE L

REP. MCCARTHY e

REPRP. NELSON l/

REP. ORR v

REP RANEY I/

REP. REAM L

REP __TIINRY L/ :

REP. GILBERT L% é
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