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s e.h4±e. BILL NO. __:,J__.z__ 
INTRODUCED BY ,5. 0·. ?Jt-~ 

A BILL FOR AN ACT ENTITLED: "AN ACT REQUIRING THE SALE OF 

STATE-OWNED PUBLIC LANDS, WITH CERTAIN EXCEPTIONS; PROVIDING 

THAT NO ADDITIONAL STATE LEASES FOR AGRICULTURAL, GRAZING, 

OR OTHER SURFACE USES BE GRANTED AND THAT AS OUTSTANDING 

SURFACE LEASES ~XPIRE, THE LANDS BE SOLD TO THE HIGHEST 

BIDDER, WITH A SALE PREFERENCE EXTENDED TO THE PRIOR LESSEE 

TO MATCH THE HIGHEST BID; PROVIDING THAT AS SUBSURFACE 

LEASES EXPIRE, THE INTERESTS IN THE LANDS BE SOLD TO THE 

HIGHEST BIDDER, WITH A SALE PREFERENCE EXTENDED TO THE PRIOR 

LESSEE TO MATCH THE HIGHEST BID; REMOVING THE ACREAGE 

LIMITATION APPLICABLE TO THE PURCHASE OF STATE LANDS; 

REVISING THE METHOD OF PAYMENT FOR PURCHASES OF STATE LANDS 

BY REPEALING THE INSTALLMENT PAYMENT PROCESS; ALLOWING 

VOLUNTARY TERMINATION OF A LEASE; AMENDING SECTIONS 

77-1-103, 77-1-106, 77-1-120, 77-1-202, 77-1-203, 77-1-204, 

77-1-208, 77-1-209, 77-1-301, 77-1-402, 77-1-601, 77-2-105, 

77-2-201, 77-2-202, 77-2-203, 77-2-206, 77-2-207, 77-2-211, 

77-2-212, 77-2-217, 77-2-301, 77-2-302, 77-2-304, 77-2-306, 

77-2-308, 77-2-309, 77-2-318, 77-2-324, 77-2-325, 77-2-327, 

77-2-328, 77-2-329, 77-2-343, 77-2-351, 77-3-102, 77-3-201, 

77-3-207, 77-3-301, 77-3-303, 77-3-401, 77-3-402, 77-3-407, 

77-3-441, 77-3-442, 77-3-501, 77-3-502, 77-4-101, 77-4-103, 

~ .. ,..,; ....... CDuncll 
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77-4-128, 77-4-129, 77-6-102, 77-6-103, 77-6-116, 77-6-202, 

77-6-203, 77-6-204, 77-6-205, 77-6-206, 77-6-208, 77-6-211, 

77-6-302, 77-6-303, 77-6-304, 77-6-305, 77-6-306, 77-6-501, 

ANO 77-6-506, MCA; REPEALING SECTIONS 77-2-303, 77-2-307, 

77-2-311, 77-2-312, 77-2-330, 77-2-331, 77-2-332, 77-2-333, 

AND 77-3-302, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE 

DATE. 11 

WHEREAS, there are over 23 million acres of public land 

in Montana, including over 5 million acres of state-owned 

school trust land; and 

WHEREAS, Article X, section 11, of the Montana 

Constitution provides that -public lands may be disposed of 

when the full market value of the estate or interest has 

been paid or safely secured to the state; and 

WHEREAS, the Board of Land Commissioners is empowered 

under Article x, section 4, of the Montana Constitution and 

Title 77, chapter 2, part 3, MCA, to control sales of public 

lands; and 

WHEREAS, the sale of state land holdings and deposit of 

the sale proceeds in the school trust would greatly enhance 

the long-term viability of the trust fund, providing a 

secure source of income for Montana schools, and would 

create a significant potential for property tax relief 

through the reduction or elimination of school mill levies; 

-2- 5837 
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and 

WHEREAS, the sale of state-owned public lands will 

eliminate administrative costs associated with maintenance 

of those lands, thereby reducing the need for future state 

maintenance funding; and 

WHEREAS, placing state lands for sale in the public 

market will-allow private interest groups, such as sporting 

and recreation groups, the opportunity to bid for the lands 

and maintain the lands for specific private purposes~ and 

WHEREAS, preference procedures presently in place will 

allow current lessees the opportunity to match public bids 

and maintain their interest in the property. 

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

NEW SECTION. Section 1. Public lands required to be 

sold -- exceptions. (1) Subject to the provisions of Article 

x, section 11(2) and (3), of the Montana Constitution; the 

provisions of Title 77, chapter 2, part 3; and the 

provisions of [section 2] and this section, the board shall 

sell all state-owned public lands, except: 

(a) lands passing to the state by gift, donation, 

grant, legacy, or devise under 77-1-213, the use of which 

has been designated by the granter for a specific object and 

purpose; 

(b) lands suitable for forestry p~rposes that pass to 
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the state by gift, donation, or contribution under 77-1-214, 

unless sale authority is exercised under 77-1-204(2), and 

lands designated as state forest units under 77-5-102; 

(c) public lands designated as state parks or fishing 

access sites that are managed by the department of fish, 

wildlife, and parks and other lands acquired by that 

department through license or permit proceeds and maintained 

for wildlife habitat, conservation, enhancement, or 

preservation: 

(d} lands protected as natural areas under Title 76, 

chapter 12; 

{e) state lands leased or licensed for hydroelectric 

power sites under Title 77, chapter 4, part 2; 

(fl public lands used and occupied by state 

institutions, 

agencies; and 

educational entities, or governmental 

{g) the beds of navigable rivers subject to public 

recreational use. 

(2) Except for lands passing to the state by gift, 

donation, grant, legacy, devise, or contribution under 

77-1-211 through 77-1-214, the board may not acquire 

additional lands on behalf of the state of Montana. 

NEW SECTION. Section 2. Leased lands subject to sale 

upon expiration of lease restriction on grant of new and 

renewal leases. {l) State lands or interests in state lands 

-4-
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under lease of any kind on [the effective date of this act] 

must, upon expiration of the lease or upon expiration of an 

extension of a lease interest or conditional lease allowed 

under subsection (2), be sold as required in [section 1) and 

Title 77, chapter 2, part 3. The proceeds of the sale must 

be deposited as provided in 77-2-337. The lessee preference 

provisions of 77-3-324 apply to sales under this section. 

(2) After (the effective date of this act), a new or 

renewal state lease for agricultural, grazing, or other 

surface use may not be granted. However, if conditions exist 

that preclude the immediate sale of state lands formerly 

leased for agricultural or grazing purposes, the board may 

grant to the former lessee a conditional agricultural or 

grazing lease until December 31 of the year in which the 

lease expires to allow cultivation and harvest of that 

year's crop. Extensions of state leases for subsurface uses 

may be granted as provided by law, but upon final expiration 

of the subsurface lease, the provisions of subsection (1) 

apply. 

Section 3. Section 77-1-103, MCA, is amended to read: 

"77-1-103. Administration of lands. ~~e Subject to the 

provisions of [sections 1 and 2], the board shall lease or 

sell lands under 77-1-102 in the same manner as other school 

lands of the state are leased and sold. The board may sell 

or lease these lands without having them surveyed, unless 
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the board considers it to be to the best interests of the 

state to have the lands surveyed as in 77-1-104. The 

proceeds from the leasing and sale of ~tteh lands she¼¼ must 

be disposed of in the same manner as disposition is made of 

the proceeds from the leasing and sale of school lands of 

the state.'' 

Section 4. Section 77-1-106, MCA, is amended to read: 

"77-1-106. Setting of rates or fees rules. ( l) In 

setting the lease rental rates or fees for the use of state 

lands and cabin sites, the board shall consider the 

provisions of [sections 1 and 2]; the impact of the uses on 

the school trust asset,L lessee expenses for management, 

water development, weed control, and fire controlTL the term 

of the leaseTL the production capabilities,L the conditions 

on the lease paymentTL 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 
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optimizing the return to the school trust. 

(3) The board shall comply with Title 2, chapter 4, 

part 3, in setting rental rates and license fees pursuant to 

77-1-208, 77-1-B02, 77-6-202, 77-6-501, 77-6-502, and 

77-6-507, 11 

Section 5. 

"77-1-120. 

council. ( 1) 

Section 77-1-120, MCA, is amended to read: 

(Temporary) State land board advisory 

There is a state land board advisory council. 

The council shall gather information, provide advice, make 

recommendations, and perform other activities as may be 

necessary in the setting of all fees or rental rates for 

state lands. 

(2) The state land board advisory council must be 

appointed by the governor with the concurrence of the 

majority of the board of land commissioners. The advisory 

council must be broadly representative of the users and 

beneficiaries of the state trust lands. 

(3) The state land board advisory council shall make 

recommendations for fees and rental rates to the state land 

board, subject to the provisions of [sections 1 and 2). 

(Terminates March 1, 1996--sec. 17, Ch. 5B6, L. 1993.)" 

Section 6. Section 77-1-202, MCA, is amended to read: 

•71-1-202. Powers and duties of board. (l} The board 

shall exercise general authority, direction, and control 

over the care, management, and disposition of state lands 
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and, subject to the investment authority of the board of 

investments, the funds arising from the leasing, use, sale, 

and disposition of those lands or otherwise coming under its 

administration. In the exercise of these powers, the guiding 

rule and principle is that these lands and funds are held in 

trust for the support of education and for the attainment of 

other worthy objects helpful to the well-being of the people 

of this state. ~he Consistent with [sections 1 and 2], the 

board shall administer this trust to secure the largest 

measure of legitimate and reasonable advantage to the state. 

(2) It is consistent with the powers and duties 

provided in subsection (1) that the people are entitled to 

general recreational use of state lands to the extent that 

the trusts are compensated for the value of the recreation. 

(3) When acquiring land for the state, the board shall 

determine the value thereof of the land after an appraisal 

by a qualified land appraiser.•• 

Section 7. Section 77-1-203, MCA, is amended to read: 

•71-1-203. Multiple-use management. (1) The Consistent 

with [sections 1 and 2], the board shall manage state lands 

under the multiple-use management concept defined as the 

management of all the various resources of the state lands 

so that: 

(a) they are utilized in that combination best meeting 

the needs of the people and the beneficiaries of the trust, 
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making the most judicious use of the land for some or all of 

those resources or related services over areas large enough 

to provide sufficient latitude for periodic adjustments in 

use to conform to changing needs and conditions and 

realizing that some land may be used for less than all of 

the resources; and 

(b) harmonious and coordinated management of the 

various resources, each with the other, will result without 

impairment of the productivity of the land, with 

consideration being given to the relative values of the 

various resources. 

(2) If a parcel of state land in one class has other 

multiple uses or resource values whieh that are of such 

significance that they do not warrant classification for the 

value, the land shall, nevertheless, be managed insofar as 

is possible to maintain or enhance these multiple-use 

values. 

(3) State lands, including those lands that are leased 

primarily for other purposes, are open to general 

recreational use subject to legal access and to closures and 

restrictions pursuant to rules adopted under 77-1-804. 

(4) The department shall include in all new or renewal 

leases and licenses a provision that leased lands may not be 

closed at any time to the public for general recreational 

purposes without advance written permission of the 
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department. 11 

Section 8. Section 77-1-204, MCA, is amended to read: 

•71-1-204. Power to sell, lease, or exchange certain 

state lands. (1) ~he Consistent with [sections 1 and 2], the 

board is authorized to lease state lands for uses other than 

agriculture, grazing, timber harvest, or mineral production 

under saeh terms and conditions whieh that best meet the 

duties of the board as specified in 77-1-202 and 77-1-203. 

The lease period for stteh those leases, except for power and 

school site leases, may not be for longer than 40 years. 

(2) The board sha¼¼-ha•e-£ttii-power--a"d--attthor±ty is 

authorized to sell, exchange or lease lands under its 

jurisdiction by virtue of 77-1-214 when, in its judgment, it 

is advantageous to the state to do so in the highest orderly 

development and management of state forests and state parks. 

Sa¼d The sale, lease, or exchange sha¼¼ ~ not be contrary 

to {sections 1 and 2] or to the terms of any contract wh¼eh 

that it has entered into." 

Section 9. Section 77-1-208, MCA, is amended to read: 

"77-1-208. cabin site licenses and leases -- method of 

establishing value. (1) The board shall[, taking into 

account recommendations of the state land board advisory 

council, and] subject to the provisions of [sections l and 

1lL. set the annual fee based on full market value for each 

cabin site and for each licensee or lessee who at any time 
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wishes to ee~tin~e-e~ assign the license or lease. The fee 

must attain full market value based on appraisal of the 

cabin site value as determined by the department of revenue. 

The licensee or lessee has the option to pay the entire fee 

on March 1 or to divide the fee into two equal payments due 

March 1 and September 1. The value may be increased or 

decreased as a result of the statewide periodic revaluation 

of property purauant to 15-7-111. An appeal of a cabin site 

value determined by the department of revenue must be 

conducted pursuant to Title 15, chapter 2. 

(2) ~~e--board--shall-set-the-fee-of-eaeh-±~±t%a%-eab±~ 

site-½~ee"se-er-¼ease-or-eae~-ettrrent-eab±n-site-iicense--or 

¼ease--0£-e-person-who-Ooes-not-choose-~o-retain-the-¼ieense 

or-¼ease,-~he-¼nitia¼-£ee-mttst-be-besed--ttpon--a--system--o£ 

eompetitive--biddin90--~he--ree--£or--a-person-who-w+shes-to 

reta±n-that-¼±eense-or-¼ease-mttst-be--Oeterm±ned--ttnder--the 

method-prov±ded-£or-±n-sttbseet±on-tit• 

t3t The board shall follow the procedures set forth 1n 

77-6-302 through 77-6-306 for the disposal or valuation of 

any fixtures or improvements placed upon the property by the 

then-ettrrent licensee or lessee and--sha¼¼--reqttire--the 

sttbseqttent--¼±eeneee--or-¼essee-whose-bid-±s-aeeepted-by-the 

board-to-parehase-those--fixtttres--or--improvements--±n--the 

manner---reqtt±red--by--the--boerd. (Bracketed language in 

subsection (1) teI"minates March 1, 1996--sec. 17, Ch. 586, 
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L. 1993. )" 

Section 10. Seer.ion 77-1-209, MCA, is amended to read: 

"77-1-209. Leasing rules. ~he Subject to the provisions 

of {sections 1 and 2], the board may prescribe rules 

relating to the leasing of state lands as it considers 

necessary in order that the use and proceeds of these lands 

may contribute in the highest attainable measure to the 

purposes for which they are granted to the state of Montana. 

The rules should prescribe a procedure for setting all fees 

and rental rates for the use of state lands for any purpose. 

The procedure should establish provisions for notice, public 

comment, public hearings, and appeal." 

Section 11. 

"77-1-301. 

Section 77-1-301, MCA1 

Powers and duties of 

is amended to read: 

the department. (1) 

Under the direction of the board and subject to the 

provisions of [sections 1 and 21, the department has charge 

of the selecting, exchange, classification, appraisal, 

leasing 1 management, sale, or other disposition of the state 

lands. It shall perform such other duties the board directs, 

the purpose of the department demands, or the statutes 

require. 

(2) It shall collect and receive all m~n~y~ money 

payable to the state through its office as fees, rentals, 

royalties, interest, penalties, or payments on mortgages or 

lands purchased from the state or derived from any otheI" 
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source. It shall issue a receipt for each cash payment or 

whenever requested by the payer.'' 

Section 12. Section 77-1-402, MCA, is amended to read: 

•77-1-402. Basis for classification or 

reclassification. (1) The classification or reclassification 

sh8ii must be so made as to place state land in the class 

whieh that. best accomplishes the powers and duties of the 

board~ as specified in 77-1-202 and 77-1-203~ and the 

objectives of lsecti2n~ 1 anQ_________LJ. When state lands are 

classified or reclassified ±n-aeeo~danee-v±eh--t~e~e--dttt±e~ 

8nd--~eepen9±b±¼±t¼ee, special attegtion shall must be paid 

to the capability of the land to support an actual or 

proposed land use authorized by each classification. 

(2) It is the duty of the department to classify or 

reclassify state lands so that no state land will not be 

sold, leased, or used under a different classification from 

that to which it actually belongs.'' 

Section 13. Section 77-1-601, MCA, is amended to read: 

•77-1-601. Statement of policy. It is in the best 

interest and to the great advantage of the state of Montana~ 

when consistent with [sections 1 and 2], to seek the highest 

development of state-owned lands in order that they might be 

placed to their highest and best use and thereby derive 

greater revenue for the support of the common scnocls, the 

university system, and other institutions benefit~ng 
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therefrom from the lands, and that in so doing the economy 

of the local community as well as the state is benefited as 

a result of the impact of stteh the development. 11 

Section 14. Section 77-2-105, MCA, is amended to read: 

"77-2-105. Termination of easements. Whenever lands 

granted for any of the purposes mentioned in 77-2-101(2} 

ehe¼± cease to be used for stteh easement purposes, ea±d the 

easement ehe¼¼-£o~~hwith-term±nete terminates upon notice to 

that effect to the person to whom e~en the grant was made, 

served at his the person's ¼eet-~newn last-known post-office 

address. ~termination of the easement, the provisions of 

[sections 1 and 2) apply." 

Section 15. Section 77-2-201, MCA, is ,imended to read: 

•71-2-201. Exchange of land with United States or 

tribal governments. (1) (a) ~he Subject to the provisions of 

[sections 1 and 2}, the board may enter into contracts or 

agreements with the United States or any department thereoi 

of the United States having jurisdiction for the waiving and 

relinquishment to the United States of any rights of the 

state in and to sections 16 and 36 of any township and to 

any other parcel of state lands, provided that the state 

shall, in lieu of ~he rights §0 waived and relinquished, 

receive from the United States otner lands of eq~al or 

greater value. 

(b) The cur~ent user cf the land transferred to the 

-14-
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United States may continue to e~joy the use of the land 

under terms and conditions req~_red by the federal 

government and in accordance wit~ P.L. 88-607, as amended, 

(43 U.S.C. 1411 through 1418), and t~e current user of the 

land received from the United States ~ay continue to utilize 

the land on the terms and conditi~ns imposed by la~ or by 

the board. 

(2) The board may enter into a contract or agreement 

with a tribal government as defined in 18-11-102 or with the 

United States for the relinqu:shrnent to the tribal 

government or to the United States in trust for the tribal 

government of any rights of the state to some or all state 

lands located wholly within the exterior boundaries of the 

tribal government's reservation as recognized by the federal 

government; however, the state, in exchange for these 

relinquished rights, must receive £~cm the tribal government 

or the United States lands of equal or greater value. No A 

contract or agreement may not be e~tered into under this 

section without first consulting with the board ot county 

commissioners of the count.y or counties in which the lands 

to be exchanged are located.'' 

Section 16. Section 77-2-202, MCA, is amended to read: 

N77-2-202. Exchange of land with counties. ~he Subject 

to the provisions of [sections l al!d 2], the board may 

accept on behalf of the Stdte title in fee simple lo any 
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land owned by a county in the state and may convey in 

exchange there£o~ for the land state land of approximately 

the same area and of a value not higher than the land 

received from the county if the exchange will resulc 1n 

consolidating the state lands into more compact oodie~.•• 

Section 17. Section 77-2-203, MCA, is ameoded lo read: 

"77-2-203. Exchange foe private land. (1) ~~e Subject 

t;:i the provisions of [ sections l and 2], the board is 

authorized to exchange state land for private land provided 

that the private land is of equal or greater value, as 

determined by the board after appraisal by a. qualified land 

appraiser, ttan the state land and as closely as possible 

equal in area. The contents of the appraisal must be 111ade 

available to any person who makes a written request to the 

board. The board shall place priority on exchanges whieh 

that result in consolidation of state lands ir.tv more 

compact bodies. This section does not apply to exchanges 

undertaKen under 76-12-107. 

{ 2) 

are met, 

If the requirements of subsection {l) and 77-2-204 

state lands bordering on navigable lakes and 

streams or other bodies of water with significanc public use 

value may be exchanged for private land if the private land 

borders on similar navigable lakes, streams, or other bodies 

of water.'' 

Section 18. Section 77-2-206, MCA, is amencled to read: 

-16-



1 

2 

3 

4 

5 

5 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0120/01 

"77-2-206. Settlement for improvements. If any state 

land is exchanged on which there are improvements belonging 

to a lessee and some person other than the lessee is the 

transferee, that person shall settle with the lessee for all 

improvements on the land belonging to the lessee before the 

exchange is completed. The provisions of 77-6-301 through 

77-6-306 relating ta the payment and settlement for 

improvements on state lands betwee"-a-tormer--ie99ee--ana--a 

"ew--iessee apply to the settlement between a lessee and the 

transferee in an exchange. If settlement is not reached 

within 6 months of date of exchange, all improvements become 

the property of the state unless the department for good 

cause shown grants both parties additional time in which to 

exhaust arbitration.'' 

Section 19. Section 77-2-207, MCA, is amended to read: 

•77-2-207~ Approval or disapproval of exchanges. All 

exchanges of state lands are subject to apprcval and 

confirmation by the board and subject to the provisions of 

[sections l and 2], and ~o an exchange is not considered 

completed until after ~tteh approval and confirmation. The 

board has the power and it is its duty to disapprove any 

exchange wnich that in its opinion would be disadvantage~us 

to the state.'' 

Section 20. Section 77-2-211, MCA, is .amended to reac: 

"77-2-211. Exchange of timbered, cut-over, 0[ 
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burned-over lands~ ~ne Subject to the provisions of 

l_secttons 1 and 2 l-1: --~e board may accept on behalf of tr.e 

state title in fee simple to any timbered lands or lands 

from which the ti~ber has been cut or burned and in exch3nge 

thererer for the land may convey not to exceed an equal 

value, as determined by the board after appraisal by a 

qualified land appraiser, of similar state land. However, no 

stteh e.!l exchange may not be made except that which in the 

opinion of the board will benefit the public interest. For 

the purpose of ~~en a~ exchange, all state lands, including 

those referred to in "T-r-363t3t,--T~-r-3±±,--end 77-5-101, 

are subject to be cffered for ~tte~ exchange, and any 

restrictions against cheir sale or disposal are, for the 

purpose of sttch an exchange, released.'' 

Section 21. Section 77-2-212, MCA, 1s amended to read: 

"77-2-212. Rules. ~he Subject to the provisions of 

[sections 1 and 2;, the board shall adopt a~d--p~offlttTga~~ 

s~eh rules and methods of procedure affecting or-tottch±~g 

the exchanges of :a~ds under 77-2-211 through 77-2-217 as in 

its judgment seem~-ad~i~abie-to-the--end--that are 1n the 

public interests ~ay-~e-ee~ser~ed.'' 

Section 22. Section 77-2-217, MCA, is amended to read: 

•71-2-217. Status of exchanged lands. All lanJs taken 

in exchange under 77-2-211 through 77-2-2~6 tor idnd~ 

granted by the United States to the state of Montana pr:or 
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tc July 1, 193-, 9he:ii---be 9-re subject to the same 

restrictions, lim:tations, ar.d provisions as the lands 

granted by the United States are now subject to, includina 

the provisions of [sections land 2]. All lands granted by 

the state in carrying out ~oeh exchanges ~~~¼¼--ther~a~ter 

must be free from ~he restrictions and limitations provided 

by The Enabling Act of the state of Montana or the other 

grant from the United States.'' 

Section 23. Section 77-2-301, MCA, is amended to read: 

•71-2-301. Sales of state land under board control. The 

board ±~--herehy-~~9ted-w±th-the-power-a"d-atltho~±ty-to ~ 

decide when sales of state lands are to be held and what 

state lands are to be offered for sale, subject to the 

limitations of this title and [sections 1 and 2], as the 

best interests of the state may-appear-to require. Ae-a 

9enera¼-rttI~-and-exeept-as-prov±ded-±"-~~-r-3½8,-no-9a±e--of 

state-¼ande-9ha±½-be-heid-tln!e9e-app~ieatien~-have-been-made 

for--the--p~reha~e-of-iande-w±t~±n-one-eottnty-by-proepeet±ve 

pttrehaeere-repre~ent±ng-a~-Ieaet-½i-fam±±±es~•• 

Section 24. secticn 77-2-302, MCA, is amended to read: 

•77-2-J02. Disposition of former institutions and 

certain federal land grants. (1) Notwithstanding any other 

section in this chapter, any lands, including buildings, 

formerly used as or by a state institution whieh !_~~~ are no 

longer used fer institutional purposes may must be dispo~ed 

-19-

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0:20/01 

of in whole or in part on $Oeh terms and in stteh a manner as 

the board, after consultation with the appcopriate 

legislative committee, may-determine determines to be in the 

state's best interest, subject to The Enabling Act~ a~d 

constitutional restrictions, and [sections l and 2]. 

Disposal of 9tleh the property ehai½ ~ not be finally 

concluded until 60 days' public notice of the ~erms of the 

proposed disposal s~all have been given. 

(2) Nctwithstanding any other section in this chapter, 

any lands, including buildings, granted to the state by the 

United States pu~suant to the Comprehensive Environmental 

Response, Compensation, and Liability Act of 1980, 42 u.s.c. 

9601, et seq., or acquired by the state as remedial action 

pursuant to 75-10-704, 75-10-711, or 75-10-712 may must be 

disposed of, consistent with ~sections 1 and 2], in whole or 

in part on stteh terms and in s~ch ~ manner as the board, 

after consultation with the director of the department of 

health and environmental sciences, determines lo be 1n the 

state's best interest.'' 

Section 25. Section Tl-2-304, MCA, is amended to read: 

•77-2-304. Mineral reservations in state lands. All 

coal,-oi¼7-oi¼-9hale,--9ae;--~nosphate,--~oO±ttm,--and--other 

mineral deposits in stale lands,--exeept--sond,--grave±, 

btti¼ding--~tone,--ond-bric~-eray,-w~±eh-were-not-~e~e~ved-by 

the-B"ited-States-before-auly-t,-i9iT7-are-reserved--to--tMe 
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etate.--Ai¼-those-depoeite are res~r~ed-from subject to sale 

exeept-upon-a-rentai-and-royaity-bes±s as provided by law~ 

in conformity with [sections land 2]. A purchaser of state 

lands acquires no full right, title, or and interest in or 

to any--oP those mineral deposits. ~he-state-aieo-reeer~ee 

£or-ttee¼£-and-ite-ieeeees-the-riqht--to--enter--ttpon--these 

iande--to--prospeet--£or,--deYe¼op,--m±ne,--and-remo~e-those 

depo,±ts-and-to-eeettpy-and-ttee-eo-ffltle~-of-the-ettr£aee-o£-tne 

iands--as--may--be--re~tt±red--£or--a±i--~ttrpoeee--reaeonabiy 

extend±ng-to-the-expior±ng-£or7 -m±n~ng,-and-remo~ai--o£--the 

depos±ts--there£rom,--bat-the-±essee-sh~i¼-ma~e-;ast-~syffle"t 

to-the-pttreh8ser-£or-s¼¼-damage-eo~e-by-reaso~-of-stteh-e"try 

apo"-the-¼a"d-a"d-the--ase--a"d--eeeapa"ey--o£--~ke--~ar£see 

ther~o£~ 11 

Section 26. Section 77-2-306, MCA, is amended to read: 

•77-2-306. Who may purchase. 1;) State lands e~a±± must 

be sold only to citizens of the United States, persons who 

have declared their intentions to become citizens, 

corporations organized under the laws of this state, or 

towns, cities, counties, or consolidated local governments 

vf this state. No ~ person 9ha¼¼-be is not qualified to 

purchase state land who has not reached the age of 18 years. 

As far as it is possible to dete:mine, the lands ska¼¼ must 

be sold only to act~a~ settlers or to persons who wi:l 

improve the 9ame land and n-)t tc· persons wno are likely to 
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hold saek the lands for speculative purposes intending co 

resell the same lands at a higher price without having ddded 

anything to their value. 

(2) State lands ~ay be sold to any sove:eign state cf 

the United States or to any bodrd of trustees or public 

corporation or agency of Stle~ a sovereign state created by 

Stleh that state as an agency or political subdivision 

thereof. Said The lands may be purchased ±n--the--~ttan~±t±e9 

set--£orth-in-~~-%-387 for use by stle" the purcnasing state, 

board of trustees, public corporation, agency, or political 

subdivision for educational or scientific purposes. 

(3) State lands located wholly within the exterior 

ooundaries of the tribal government's reservation as 

recognized by the federal government may be sold to a tribal 

government as defined in 18-11-102. Ho-saie-invo±~ing-±and 

~n-exeess-e£-t~e-aereage-¼±m±tat±ons-±n-7~-i-39~-may-be-made 

~nd~r-th±~-!eet±en-w±t~ottt-£ir9t-ee~~citi"9-wi~~--t~e--bo~~o 

0£--eo~nty--eofflffl±s~±o~e~s-of-the-eeo~ty-o~-eeentie~-~n-wn~eh 

the-ie"de-to-be-~e±d-s~e-ioeated7'1 

Section 27. Section 77-2-308, MCA, is arr.ended tc read: 

•77-2-308. Approval oc disapproval of sales. A:.. ·L sales 

of state lands ~kai¼--be are su:.jec: l.J tt-'.e .:t.ppr.:,va1 and 

confirmation by the board and subject •~, t~e c_ ~-:1.j = ~ i C ~l 'c::_ ~ f 

lSPCtions and 2], and ~o a sale ~n~i~-ee-~~e~ed--eo~p~eted 

is not considered comJ2.lete until after ~r::cer: apprvval and 
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confirmation by the beard. The beard sha:l he~e-~he-power 

en~-tt-~haTT-ee-±t9-d~ty-te disapprcve ~ny sale wh±~h that 

in its opinion would be disadvantageous to t~e state.'' 

Section 28. Section 77-2-309, MCA, 1s arr.e~ded to re~d: 

"77-2-309. Discretion of board with respect to 

surveying and platting. Exee~~-e~-pre~±ded-~~--~~-~-3T~ 7--±e 

9ha¼±--be !tis entirely optionai with the bvard whether or 

not state lands or any part ~hereef--9he¼± of state lands 

must be surveyed, platted, and laid off intc blocks and lots 

~~--heret~--~rev±ded, as may appear t~ De for the best 

interests of the state.'' 

Section 29. Section 77-2-318, MCA, is amended to read: 

"77-2-318. Sale of leased cabin or home sites or city 

or town lots. (1) At the request of the lessee and i= 

consistent with the orderly development and management of 

state lands and [sections l and 21, the beard may make 

available for sale, in the manner provided 1n this part, any 

leased cabi~ or home site or city or ~own :oc that was under 

lease on October 1, 1989. 

(2) The lessee requesti11g the sale sha~: have prepa~ed 

a current certificate of survey for the property. The cost 

of preparation of the certificate of survey must be included 

1n the settlement for improvements, as provided for in 

77-2~32':l, if a person other than the lessee is the 

purchaser. 
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(3) The sale of a lease is exempt from the subdivislor: 

laws, except that the development of any new, replaceme~t, 

or additional water supply or sewage disposal system on ~~e 

property must be approved pursuant to the review proced~re, 

fee, and other requirements of Title 76, chapter 4, pdrt 

{4) T~e sale of a leased cabin or home site or city or 

town lot under 77-2-318 through 77-2-320 must be completed 

110 later chan 10 years after October 1, 1989. A lessee may 

request a lease sale at any time during the 10-year period. 

Upon request, the board may grant a handicapped lessee or a 

lessee 65 years of age or older an additional 10-year period 

to request a sale of leased land. 

(5) Upon a sale of leased land, the department shall, 

upon comp:iance with 77-2-101 through 77-2-106, grant a 

permanent easement across state lands to secure access us1ng 

current routes.'' 

Section 30. Section 77-2-324, MCA, is amended to read: 

•11-2-324. Preference to lessee of land. ~he For s~-e~ 

of land pursuant to [sections 1 and 2], the lessee of the 

land need not 1nake a higher bid than others, but ~~-~na±± 

ha~e the lessee has the option to match the high bid and 

must be given the preference. If the lessee matches the high 

bid, bidding must be reopened to all bidders, with the 

lessee retaining the right of preference to match the 

ultimate high bid and be awarded the sale.'' 
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Section 31. Section 77-2-325, MCA, is amended to read: 

•77-2-325. Settlement for improvements. If any state 

land is sold on which there are improvements belonging to a 

lessee and some person other than the lessee is the 

purchaser, that person shall settle with the lessee for all 

improvements on the land belonging to the lessee before the 

issuance of the certificate of purchase. The provisions of 

77-6-301 through 77-6-306 relating to the payment and 

settlement for improvements on state lands between-e--forme~ 

iessee--end--a--new-¼essee apply to the settlement between a 

lessee a~d the purchaser. If settlement is not reached 

within 6 months of date of sale, all improvements become the 

property of the state unless the department for good cause 

shown grants both parties additional time in which to 

exhaust arbitration.'' 

Section 32. Section 77-2-327, MCA, is amended to read: 

•77-2-327. Certificate of purchase. (1) Upon the 

approval of the sale and receipt of Sdtisfactory evidence of 

settlement with the former lessee, if any, for improvements 

on the land, the department shall execute and mail to the 

purchaser a certificate of purchase signed by the governor 

as president of the board and by the commissione: of staLe 

lands and attested by the seal of the board. The certificate 

Jf purchase ~nett must contair. the dare cf sale, the name 

and post-office address of the purchaser, a description ot 
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the land, the total purchase price, the amount paid on the 

day of sale, the balance unpaid, and the amount and due date 

of eacr. installment of principal and interest to the time of 

maturity. The certificate !!hel-:l: must reserve the easements 

for rights-of-way granted by the statutes i~ favor of the 

United States and other easements that may have been granted 

by the board and-sha±±-eonea~n-ehe-re~er~ae~on~-~n-favor-ot 

the-staee-prov±ded-£or-±n-77-i-38~-re¼ating--to--eoa±,--o±%7 

and-m~nera%-r±9hts-±n-tne-¼and. 

(2) The certificate sha¼¼ must also contain information 

in regard to the lien of the state on crops and imprcvements 

on the land for installments of principal and interest and 

taxes and any additional conditions, agreements, and 

information the board considers necessary in order tc carry 

out the intent of this part.'' 

Section 33. Section 77-2-328, MCA, is amended t2 read: 

•77-2-328. Additional rules. T~e boara may prescribe 

s~en additional rules for the conduct of these sales as 1n 

its judgment the interests of the state anj :~e cr0v1s1cns 

of [sections 1 and 21 may demand." 

Section 34. Section 77-2-329, MCA, is amended ':c reaC:: 

"77-2-329. Terms of payment. ( 1 ) E~ery p~rcha~er ~£ 

5tate land shall pay an the day cf sa!e t~a~ ~~~:-~­

purcta5e price as he the p~rchaser ~ay ~e5:~e, -

t t:e 

~ ,-. 11:.: 

case less than 101 ~f tt,e total sales price. ~- ... --ea~e--et"I~ 
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ba±enee--on--t"e--ptlrena~e-pr½ee-t~-n~~-aM-e~eet-m~i~i~±e-o~ 

$?5,-t~en-ne-~ha±i-pay-~~e~-arlrlttto~e:T-etlm-a~--±e--n~ee~eary 

to-redtlee-the-ba±enee-to-en-e~en-m~±t~p±e-of-~i5o 

(2) The pl1rchaser shall pay the balance of rhe purchase 

price ~ithin 30 days. The department may exrenj 

deadline up to 30 additional days for go0d cause." 

this 

Section 35. Section 77-2-343, MCA, is amended to read: 

•77-2-343. Patent provisions. (ll Stleh ~ deed or patent 

ene:±i must contain the reservation of easements for 

r:~~:~-2f-~ay to the United States,--re~ervat±on--or--a±± 

m~nera±e--in-the-±anO-ee-p~ovided-±n-~Y-i-394, and all other 

reservati~ns to which the p~rticular land conveyed 

subject. 

is 

I 2 I If the land is located within the boundaries of a 

federal irrigation project, the patent :!he:ii must ccntain a 

lien c:ause substantially in the following form: The land 

hereby conveyed is located within the boundarles of a 

federal irrigat~on project and is subject ta all liens which 

the United States may have thereon by reason cf its bei11g 

located under s11ch irrigation project. 

(3) This section does not require any reservation in a 

patent wh±eh that was not dn express or implied reservation 

i~ the certificate of purchase pursuant to which the patent 

lS issued. The statutes in effect when ~~eh tt1e certificate 

of purchase was jssued must govern.'' 
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Section 36. Section 77-2-351, MCA, is amended to read: 

"77-2-351. Sale to or exchange of property with public 

entity. Notwithstanding any other section in this chapter, 

any lands may be sold to or exchanged for other land or for 

ocher considera~ion ~ich another public entity on terms and 

in a manner as the board, after consultation with the 

appropriate legislative committee, may decermine to be 1n 

the state's best interest, s~bject to The Enabling ActL end 

constitutional restrictions, and [sections 1 _and _l_l. The 

sale or exchange of the property may not be finally 

con~luded until 60 days' public notice of the terms of the 

proposed sale or exchange has been given.'' 

Section 37. Section 77-J-102, MCA, is amended r.o read: 

"77-3-102. Mining leases authorized. (lJ The boQrd may, 

in its discreticn, subject to the other provisions of this 

part and [sections 1 and 2}, lease state lands, including 

the beds cf navigable streams and the beds of 11avigable 

bodies of water and-the-re~er~ed-m±n~raf-r±ght~-of-the-~t~te 

in--¼and9--9e~d--or--¼eaeed-·-by--~he--~tate, to any person, 

association, or corporation, for the purpose of prospecting 

for or mining metalliferous minerals or gems. 

( 2 I These leases may be for a period ot time determined 

by the board, subject to limitations contained in the grants 

by which the state has acquired title to lands or mineral 

rights 90 leased and subject to the limitat1u(1~ of [sections 
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1 and -21.. 

(3) Leases issued under this part ,~a¼i must g1ve the 

lessee, so as long as ~e the lessee complies with the terms 

and conditions of the lease, the exclusive right of 

possession of the lands or mineral rights leased, subject to 

any reservations contained in the leases. 

(4) f~--short--the--board--i" ~ making the leases~ 

board may exercise business discretion,-~o as long as this 

part is not violated.'' 

Section 38. Section 77-3-201, MCA, is amended to read: 

~17-3-201. Nonmetallic mineral leases authorized. When 

there are found upon state lands deposits of stone, 

limestone, oil shale, clay, bentonite, calcite, talc, mica, 

ceramic, asb~stos, marble, diatomite, gravel or sand, or 

phosphate, sodium, potash, sulphur, fluorite or barite, or 

any other nonmetallic minerals, but not including coal, oil, 

or gas, valuable for building, mining, or other commercial 

purposes, the board may in its discretio~ and subiect to the 

provisions of [sections 1 and 2] issue permits or leases to 

private persons for the removal and disposition of the 

above-named deposits upon stte~ terms and conditions as the 

board may determine.•• 

Section 39. section 77-3-207, MCA, is amended to read: 

"/7-3-207. Land leased for other purposes. Sttef"l The 

portions of the section or other subdivision cf the land on 
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which ~tt~n mineral deposits are 

needed for the quarrying or 

located 

digging 

~9 that are r1ot 

and removal of the 

stone, l.imestone, oil shale, clay, sand, or gravel ;nay be 

leased for grazing or agricultural pu:poses the same as 

other state lands, subject to the provisions of [sectio~s 1 

and 2]. In the case that grazing or agricultural leases are 

issued they ~ka:t:t must provide for a right-of-way acr-:iss the 

land for the removal of the stone, limestone, oil shale, 

clay, gravel, sand, or other deposits, but the rights of the 

lessee ~hed:± must also be d.1:1±y protected." 

Section 40. Section 77-3-301, MCA, is amended to read: 

"77-3-301. Coal leases authorized. The board rndyL 

subject to the provisions of {sections land 2), lease in 

~tteh a manner a~ that it considers in the best interests cf - --

the state any sta~e lands to which the title is vested in 

the state and in which the coal or ccal ~igh~s are not 

reserved by the United States for exploring 

removing, selling, and disposing of the coal 

fer, :n1r:1ng, 

trre'!"eil"I, upon 

the terms and conditions hei"@il"'I stated ~-~J~-~2-__J2art and 

subject to Stlcti. rules as that the board p:-escribes." 

Section 41. Sect.ion 77-3-]0J, MCA, :cs amended ~..:- ~ead: 

•71-3-303. Rules relating to coal leasing. ;~e u,..:-ard 

she¼l-tiav~-tt'l!'-'!'.'~·"'@r-arid-e1:1-tr'!or-;.ty--t-o ~~_l pres.er :.:..t: ~tt=!-! 

ddditior.al rules and -te ~ do ~~d-~erfor~ al~ ~e~~-an~ 

things not 1ncors1stent with The Enab:~:1g Act, ~h~ 
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co~5t:' .. tu.tion, [sec~~ons l and_1__i, and the statutes c,:" this 

sta:e as it ~ay-de~ffl considers necessary and-p~e~er ~elating 

to the leasing of state land for coal 111ining purposes." 

Section 42. Section 77-3-401, MCA, is amer:ded tc- read: 

"77-3-401. Oil and gas leases authorized. (l) ~he board 

±!!-ke~eby-ati~~ori~eo-a"d-efflpowered-to may lease 1n !!~~~ ~ 

manner a!! that i~ may determine, not inconsistent v.'::h The 

Enabling ActL and the constitution, and [sectio:,s l a~d 2], 

any state lands to which the title has vested in the state 

and ln which the oil and gas rights are r1ot reserved by the 

United States, for prospecting and exploring :"or cii and 

gas, mining, drilling, developing, and removing the ~ar,,.e oil 

and gas upon the terms and conditions he~e1:"l"I. prescr_bed in 

this part to any person, association, corporation, domestic 

or foreigr., or municipality qualified under t~e constitution 

and the laws of the state. 

(2) ~hi~-power-and The authority to lease state lands 

for Stleh oil and gas development purposes ~ha±±~ extend 

to and ir1clude all lands owned by the state under navigable 

laKes and streams and-eha±±-a±eo-e~tend-to-and-±Me±tlde-a±t 

thoee-etate-iande-wh±eh-have-been-sotd-btlt-1:"n-wM~eh-tMe--o±i 

al"l.d--ga~-r~9hts-have-been-re!!erved-by-the-etate; but in etleh 

ea~es-and-%n-aii cases where in which the lands are under 

lease for grazing, agriculture, or similar purpcses, care 

~hat± ffiust be taken in issuing the oil a11d gas leases to 
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protect the rights of the purchaser or lessee.'' 

Section 43. 

"77-3-402. 

Section 77-3-402, MCA, is amended to read: 

Rules. (l) The board eha¼¼-have-tke-power 

a"d-a~thor±ty-to ~ prescribe ~tleh rules and to~ do a"d 

perform all aet~--end things riot inconsistenL with The 

Enabling Act, the co~stitution, [sections 1 anrl 21, and the 

statutes of this state as it may-deem considers necessary 

a~d-proper-~e½at~ng-to for the leasing of state lands for 

oil and gas exploration and development. The board ~hall 

formulate rules n~t inconsistent with law gover:1ing the 

leasing cf state lands for oil and gas explora~ion and 

development whieh-~~a±¼ that must be compiled and printed 

periodically. 

(2) Copies of the rules and notices of changes th~r~in 

~ha¼¼ in the rules must be made available to any person 

desiring a copy thereo£ at a reasonable cost to be tixed by 

a rule of the beard.'' 

Section 44. Section 77-3-407, MCA, is amended to read: 

•77-3-407. New-¼eaee~-on Sale of lands leased prior to 

February 28, 1953. I 1 l In the case of al± leases issued 

under the provisions in force prior to February 28, 19 53, 

where oil or gas is being produced, the board shallL at the 

expiration thereof of the lease or termination for any 

causeL advertise the land he¼d-there~nder for re-½ea~i"9-and 

½e~~e--the--~~me sa!e and sell the ldnd to tt1~ r1ighest 
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responsible bidder tfl.er,efet" at public auction Of'\--the--term:s 

then--ex¼~ting--for--9tteh--ie8~ing. Any person, association, 

firm, or corporation who held stleh the lease at--th~ upon 

expiration thereo£--shal±--ha~e-the-~~~•iiege-of-re-±ee~±ng 

has preference in purchasing the eame--et--~oeh land by 

matching the highest responsible bid or~ered-there£or~ upon 

stteh terms and conditions as may be prescribed by the board 

or the legislature. 

I 2 l In the case of a±± leases issued under the 

provisions in force prior to February 28, 1953, where oil or 

gas is not being produced, the board may shall at the 

expiration thereo£ of the lease or termination for a~y cause 

advertise the land heid-there~nder for re-±e~sing-and-±ease 

t~e-~ame sale and sell the land to the ~ighest responsible 

bidder therefer at public auccion i£-in-~he-;tld9ment-o~-the 

board-stteh-advertieing-end-~ttbiie--acet1on--wi±±--re~~it--±n 

¼ea~in9-of-the-¼and-on-term~-ad~anea9eo~~-to-the-9tate. 1
' 

Section 45. Section 77-3-441, MCA, 1s amended to read: 

"77-3-441. Restriction on new lease following 

termination of old lease. In all cases where an oil and gas 

lease issued after March 3, 1955, 1s surrendered for 

cancellation Defore its expiraticn, :elinquished to the 

state, or canceled through proceedings on the part of the 

state, ne a new !ease on the lands ~nde~-~tteh-ieas~ may not 

be issued w±th1n-38-daye-from-t~e-Oate--of--eaneeTla~ton·--or 
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re½±nqtl±eh±n9. Tt1is restriction does not apply7-~owewer7 in 

cases of bona fide assignment." 

Section 46. Section 77-3-442, MCA, is amended to ,ead: 

•77-3-442. Disposition of property of lessee upon 

termination of lease. (1) Upon the termination for any cause 

of any lease issued under this part, the former lessee has 6 

months after the date of the termination to remove all 

machinery, fixtures, improvements, buildings, and equipment 

belonging :o ~:i:m the former lessee on the premises, except 

for casing in the wells and other equipment or apparat 1-..s 

necessary for the preservation of any oil or gas well or 

wells. As-to-etle~--eeeing7--eqtt±pment,--end--epperat~~,--any 

9aeeeed1ng--ieesee--or,--±n-t~e-e¥en~-t~ere-±s-no-s~eeeed~~~ 

±es:!!lee7 If t ne state w:i:!II,:i:ng wishes t 0 have :!!l~e!"I t ne 

property left upon the premises, the state shall pay tne 

reasonable value thereof of the prooerty to the former 

lessee. 

i 2 I If the e~eeeed±ng-iessee-or-tne beard is unab1e to 

agree with the farmer lessee upon the reas0ndb-e c~~h value 

of st1en the casing, equipment, and apparatus, u-,e :,;tieeeed±ng 

iessee--or--t~~ state,-a~-the-eese-mey-be, sha~~ pdJ ~n cash 

to the former lessee a sum fixed as a reasc1~ab~e ?~:ce by ~ 

board of three appraisers, one of•wh~m ~~~t½ ~,~st be 2~0sen 

by th,;: :::;,..ci:;e5~(ul c1C.der, cr,t:! ch::._§_~~ bJ' the tvr:-·,er ~ es":~ t=c:c-, 

ar.d tne thiid chcser. by the nt-ner two ~o-e~oeel"'! ac.,::-!:"aisers. 
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le~ ':t-.e appraisal !Iha±± must oe r12pcr :eC tc the re.spect1ve 

parties 1n ~riting and is ~i~al and ccncl~s~~e. 

( 3 I ~he former lessee may remain 1~ possession ~nJ 

::-iar:age t'.:e :..ar.d and property formerly ccverE8 c,y h±~ ::-ie 

lease un~il tne value of the casi~~. eqJip~e~:, a~d 

apparatus wh±eh t~at the !ltl~~~~di~~--ie~see--~~--t~e sta:e 

des:res to nave left upon the premises 1s :"ixed ir; t!le 

manner p:ovided in this section and has 8ee:: ~aid :o hi~ the 

former lessee in cash. During the ~1me t~e former lessee 

rerr.ains in !ltte" possession, he the fcrmt:r ::.essee may retain 

the same share of the products of the premises as inured to 

h±m the former lessee during tne term cf hi~~ lease. 

Sho~iO !!_ the state or-other-b~dder does not desire any of 

the lessee's property as provided 1~ this section, the 

lessee shall properly plug all wells and remove all of h±~ 

the lessee's property from the lands.'' 

Section 47. Section 77-3-:,Dl, MCA, is amec,ded to read: 

•77-3-501. Lease for underground storage of natural gas 

authorized. (1) The board is hereby authorized end-empowered 

to lease in--!ltte.,--menner--enO upon ~tle~ terms as 11: may 

determine, not inconsistent with The Enablii1g ActL e"d the 

constitution, and [sections land 2], state ldnds to which 

the title has vested in the state, subJec: to existing 

rights, for use for the undergrour1d storage cf natural gas 

upon the terms and conditions "ere±n presc:ibed 1n this 
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business 1n t~is stat:e 
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gas public utility aut~orized to 

and engaged in the business 

do 

of 

transp<Jrting or distributing natural gas by means ot 

pipelines intc, within, or through this state for ultimate 

pub:..ic use. 

\ 2) S:::a:.e lands wJo,ie!-1 that may be leased ~ha·B: incl:...ide 

lands in wt-.:ch the dep,:.si t of native gas ~hed±-"a,...e has been 

depleted, provided the lessee pays to the state the amount 

specified by the beard fo~ the native gas then remaining in 

the lands to be leased.'' 

Section 48. section 77-3-502, MCA, is amended to read: 

•77-3-502. Rules. The board !!ha±±-ha~e--the--~ewer--anO 

has authority to prescribe !ltteh rules and to do and-per£ot>m 

all aet~-~nd things not inconsistent with The Enabling Act, 

the constitution, Isections land 21, and the statutes cf 

this state as ~t may-deem considers necessary a~d--proper 

relating to the leasing of state lands for the underground 

storage of natural gas and the sale of the gas ren1ai11i11g 1n 

state lands in a gas field wherein from which native gas 

deposits have been depleted.'' 

Section 49. Section 77-4-101, MCA, is amended to read: 

•77-4-101. Geothermal leases authorized. {l) The board 

may, consistent wich the provisions at [SPC~ions land 2], 

lease state-owned lands, including the beds of navigable 

streams and the beds of navigable bodies ot water, to 
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geothermal resources. 
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for prospecting, 

production of 

(2) The board may exercise business discretion in 

entering into leases under this part.'' 

Section 50. Section 77-4-103, MCA, is amended to read: 

"77-4-103. 

consistent with 

Rules. 

the 

The board 

.E_rovisions of 

shall adopt rulesL 

[sections 1 and ~1, 

governing the issuance of geo~herrnal resource leases and the 

conduct of all geothermal operations. The board may also 

require the applicant for a geothermal lease to pay an 

application fee.'' 

Section 51. Section 77-4-128, MCA, is amended to read: 

•71-4-128. Permission for and disposition of 

improvements. {l) A geothermal lessee of state lands has the 

right to place upon the leased lands a reasonable amount of 

improvements, provided that e~e~ the improvements are 

directly related to the purpose of the lease. 

(2) Whenever another person beeome9--the--geo~her~a± 

le99~e purchases the interest :n a geothermal lease under 

the previsions of [sections land 2], he the purchaser shall 

pay the fc,rmer lessee tne reasonable value o~ :!St1ef'!. the 

improvements at :ne ~1me the ~ew--¼~~eee Eurcnaser takes 

PQSSeSSlOP tMereof. 

I 3) In determ!:11~g the va:~e ot ct:es~ 1rr1provement~, the 
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original 

of the 

cost, the present condition, and tne suitableness 

improvements for the uses ordinarily made of 

geothermal resources :!Sha¼½ must be considered. 

(4) The former lessee rnay7-~owe•e~7 remove or dispose 

of the moveable improvements from the land within 60 days 

from the expiration of his the lease except for the well 

casing and other equipment necessary for the preservation of 

any geothermal well. If not removed within 60 days, 

improvements 9"e±¼ become the property of the state unless 

the board sh.al:l:-g!'al"'le grants additional time for the removal 

t"ereof. Before a iea9e certificate of purchase is issued to 

the l"'!ew-l:e~see-"e the purchaser, the purchaser shall show 

that "e--h.as--pa+d--the--for-me~--iessee the value of the 

improvements has been paid to the former lessee as ag~ced 

upon by them or as fixed al"'ld-deter-m+l"'led under 77-4-129, that 

he the purchaser has offered to pay the value of the 

i □prove1r,ents as so fixed ai•Hil-deter-m.i~ed, or t:1a~ :he former 

lessee elects to remove the improvements.'' 

Section 52. Section 77-4-129, MCA, ,s acr.endeci t0 read: 

w77-4-129. Procedure to fix value of improvements. (l) 

:f the o~ner oE any improvements on s:ate :a~ds of the type 

authorized by law at the time they ..;e!:'e :; ... aced t-h~r~en un 

the land desi~es tc sell ~hese .~pr~ve~e~:s t~ ~~~ ~ew 

±e~~~e Eti~chaser a~J they 3~e ~n3L~~: d~:~e c:: \'~1..1. ..:.L' 

thef'eo~ of the -~rcivements, :!'"1e -.•a_:_ _e ~f";~tt r.- :s:: be 
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ascertained and fixed by three arbitrators, one ct whom 

el-te:ii must be appointed by the o·..,ner cf the 1rn;novements, 

one by the Mew-~essee purchaser, and the third by the ~ther 

two arbitrators :9o--~ppointed. The reasonable compensation 

that the arbitrators may fix she:l-1' m~st be paid 1r eqLi.al 

shares by the owner of the improvements and the new-iessee 

purchaser. T,he value of the improvements ~o-eseer~ainee--~nrl 

£ixed is binding on both parties. 

(2) If either party is dissatisfieC with the valuation 

so-r±xe~, he that party may within 10 days appeal from their 

decision to the departmentL which shall examine the 

improvements and make the final decision as co the value of 

the improvements. The department shall apportion the actual 

cost of the reexamination to the owner a~d the "ew-tes~@e 

purchaser as justice may require. The value of the 

improvements ~hatt must be ascertained and tixed as provided 

in 77-4-128 . 11 

Section 53. Section 77-6-102, MCA, is arr.eroded to read: 

•11-6-102. Surface leases authorized. U~der the general 

direction and control of the board, the department shallL 

consistent with the provisions of [sections l ar.d 2), lease 

all agricultural and grazing lands and all town lots, city 

lots, and lands valuable for commercial development open to 

leasing upon proper application.'' 

Section 54. Section 77-6-103, MCA, is amended to read: 
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•71-6-103. Lease of state land to United States for 

military purposes authorized. The board, when it considers 

it in the public interest, may, consistent with the 

provisions o: [sections land 2}, lease to the United States 

for military purposes ar.y state land, whether Stleh the land 

was received by the state through federal land grants or 

whe~her s~e~ ~ land consists of so-called "moctgage 

lands 11
, on Stlen terms and conditions e~ that it considers 

necessary to promote the public welfare and protect the 

interests vf the state. Rental 9ha±l--be is payable at the 

end of each year of the lease.'' 

Section 55. section 77-6-116, MCA, is amended to read: 

•77-6-116. Voluntary termination of lease to allow 

eo"etlr~enee--~ith--federai-eon~er~et±on-re:9er~e-progrem sale 

-- competitive bidding required~ (1) A les~ee of state land 

wno---w~~hes---to--enter--the--~tate--iand--in--tne--£ederai 

eon~ervet~on---re~er~e---p~ogram may request volL.ntary 

termindtion of the cemainder of the lease prior to scheduled 

expiratio~ in-or~er-to-~ee~-a-renewe±-tease--thet--w±tt--rttn 

eo~etlrren~±y--w±t~--the--federa¼--program. The lessee shall 

apply tor voluntary termination to the department on a form 

prescribed by the department. The form 1rtust specify: 

(a) the na1ne of the lessee and a designation of the 

leased land for which voluntary termination is sought; and 

(b) the scheduled termination date of the lease7-aMd 
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tet--the-terffl-of--e±±g±b±±±ty--of--the--±aftd--ttnder--the 

£edera¼-eonservat±on-reserve-program. 

(2) Upon receipt of a proper application, the 

department shall terminate the remainder of the lease. When 

a request for voluntary termination is granted, the 

department shall fulfill the notification requirements of 

77-6-204, and the ¼ease purchase is subject to the same 

competitive bidding process as-renewa¼-¼eases under 7~-6-%85 

77-2-324. Hewever7--~he ~ lessee requesting voluntary 

termination retains the preference right allowed under 

77-6-~95 77-2-324. 

t3t--if--a-¼ease-renewa¼-±s-9ranted-p~rs~ant-to-TT-6-~85 

to-a-¼eesee-who-has-reqttesterl--¥e¼antary--term±nat±on--~nder 

~ki~--~eet¼en7--t~e--term-0£-t~e-~enewal-¼ease-mast-eo±ne±de 

with-t~e-term-of-el±g±b±¼ity-~nde~-tke-reeeral--eonse~vat±on 

re9er~e-pro9ram~•• 

Section 56. Section 77-6-202, MCA, is amended to read: 

"77-6-202. Lease by competitive bidding -- full market 

value required. ~ When t_he department receives an 

application to lease an unleased tract not subject to sale 

pursuant to (sections land 21, it shall advertise for bids 

on the tract. The tract must be leased to the highest bidder 

unless the board determines that the bid is not in the 

st~te's best in~erest for the 1ea~ons set forLh in 

77-6-20~!2). The board may net accept a bid that is below 
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full market value determined by taking into account 

reconooendations of the state land board advisory council. If 

the high bid is rejected, the board shall set forth the 

reasons for th~ rejection in writing. The :ease may be 

issued, at a rental to be determined by the board, to the 

first bidder willing to pay the board determined rental 

whose name 1s selected through a random selection process 

frcm all bidders on the tract. 

(2) After (the effective date of this act;, new leases 

may not be issued under this section." 

Section 57. Section 77-6-203, MCA, is amended to read: 

•11-6-203. Bid deposit. (1) A p~rsor. bidding for the 

lease of state lands not sold pursuant to [sections 1 and 2J 

shall deposit with the department, as evidence of good 

faith, a certified check, cashier's check, or rr1oney order in 

an amount equal to 20% of the annual renta: bid iii the case 

of grazing land and an amount eqJal tc $1 p~r dcre fer each 

acre of agricultural land contained in the :ease i~ the case 

of agricultural land on which the bid is rrade on a crop 

share basis. 

(2) The department shall retair. the aepo51~ of the 

successful bidder, apply it on the re~tal t'cr tne f:rst year 

of tne lease only, and return any bala~ce cf the deposit at 

the end of the first year tc the s-~ce~~~J: 01dJer. ~~e 

department shall return the depcs1ts 2E the unscc2essful 
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bona fide bidders. If the depa:~ment finds a bid has been 

submitted that is frivolous, forged, or a bad faith bid or a 

bid submitted for purposes cf h3rassme11t, the deposit is 

forfeited. The departne~t shalt ~ake a reasonable attempt to 

notify the biJder in wr1tin~ ~f the forfeiture and reason~ 

~~e~e~or for f0rfei~ure. 

I 3 l If the successf~l bidder ~ails to execute the lease 

for any reason, nis the depus~t s~~¼¼-be ~ forfeited. 

(4) The department shall credit all forfeited deposits 

to the interest and income acco~nt of the proper trust.'' 

Section 58. Section 77-6-204, MCA, is amended to read: 

•77-6-204. Notification of termination of lease. When a 

lease expires, is canceled, 8r is voluntarily terminated 

ttndet"--:YT'-0-¼±-6, the department shall immediately notify the 

holder of the lease and-ai±-pe1"~0M9-who--he~e--expre~~ed--en 

±nte-r-e~t-±n-¼ea~±~9-t~e-ten~-d~r±n9-or-±mmed+eteTy-preeed±ng 

the--term--0£-the-ex~±red7-eanee!ed,-or-term+n~ted-¼ee~e and 

offer the land for sa:e in dccordance with _sections 1 and 

ll•" 

Section 59. Seclivn 77-6-205, MCA, is amended to read: 

"77-6-205. Renewa±-Tee~e~ Purchase preference right foe 

lessees. (l) A lessee of state land ele~~ed class_!Jied as 

agricultural, grazing, town lot, city le~, or land valuable 

for corri.me re id J deve l opir.1= r. t whe-r'le: ~ -~·11,±d-ed: :t -rent~±~-dtte-the 

~tate whose leas~ has e~pire~ or who has voluntarily 
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terminated a lease under 77-6-116 is en:itled to ha~e--the 

±eaee--renewed--£or-a-per±od-not-~o·-e~eeed-t~e-max±mttm-±ea~e 

per±od-pro•±ded-±n-11-6-±69-e:t-any-t±me-w±t~±n-36-daye-pr±er 

eo--it~ bid fer purchase of the state land following 

expiraticn 0r wieh±n-38-d~y~-£o¼towiM~ voluntary termination 

±£-no-ot~er-app±±eat±on~-£er-tea9e-0£--t~e--tand--ha~e--eeen 

reeetved--36--daye--pr±or--te-the-exp±rat±on of the lease er 

w~th±n-30-daye-£o¼Towtn9-voittntery-term±nation. The renewat 

purchase must be at the full market rental-rate value 

established by the board t,---ta~±~9---into---aeeotlnt 

reeommendatione--of--t~e-~tate-iand-eeard-ad•ieery-e~tlne±T,➔ 

ror-the-renewa±-per±od and subject to any other conditions 

at the time of the renewa± purchase imposed by law as terms 

of the ±ea~e purchase. Except as provided in 77-6-212, ±£ 

other--appt±eat±on~--have--been--reee±~ed, the holder of the 

lease has the preference right to iea~e purchase the land 

covered by the former lease by meeting the highest bid made 

by any other applicant, in acc2rdance with 77-J-324. 

App~±eat±ons--£or--lea~e--of--iande--±n-th±~-9eet±o~-mttet-be 

9±ven-prere~enee-±n-the-oreer-of-the~r-ree~±pt-et-the-0££~ee 

or-ene-depat"tfflent, 

(2) The board shall accept the highest bid. §f--the 

iessee--exereieee--the-preferenee-r+~ht-and-be¼±e~ee-the-b±d 

to-be-exeeee±~eT-the-ieeeee-m~y---r-eqtleet--an--adminietrative 

hear±n9,-~he-reqttest-mtlet-eonta±n-a-etatement-of-reeeone-why 
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the--%essee--beiieves--the-b±d-not-to-be-±n-the-stateis-best 

±nteresto-~he-department--~hai±--9rant--the--reqaest--£or--a 

heer±ng--i£--±t--determines--that--the--statement--i~dieates 

evidence--that--the--b±d--may--not--be--±n--the-seateis-best 

interestso-~he-beard-may,--arter--the--hear±ng,--redtlee--the 

renta¼--£rom-the-amotlnt-bid-i£-the-iessee-shows-that-the-bid 

is-net-in-the-beet-interest-of-the-state-beeaase-it-±s-abe¥e 

eol'ftffl.~nity-standards-£or-a-¼ease-o£--the--Tand,--wotlid--eatlse 

damage---to---the--traet 7 --or--wotlid--impair--ite--ieng-term 

produet±v±tyo-ff-the-boarO-redtteee-the--bid,--±t--sha±i--set 

£orth-its-r±"Oings-and-eone±tts±ons-in-writ±n9-a~d-±n£orffl-the 

¼eeeee--and--eompet±ti~e--bidder-0£-the-redttet±on,-it-±e-tke 

dttty-of-the-board-to-secttre-the-bes~--¼eeeees--poss±bie,--so 

that--the-state-fflay-reee±ve-the-max±mttm-retttrn-poss±b¼e-w±th 

the-±east-injttry-oeettrr±ng-to-the-¼and• 

t3t--A--renewei--¼ease--fflay--be--eaneeied--porsaant---to 

,,-6-¼i3 7 -,,-6-i68,-,,-6-i89,-or-,,-6-i¼0-ror-a-~±oiat±o"-by 

the--iessee-that-oeenrred-dttr±n9-the-previotts-iease-term-bttt 

no-more-than-3-years-pr±or-to-the-date-on-wh±eh--t~e--notiee 

0£-eanee¼iat±on-re~tt±red-by-T~-6-%¼¼-±s-isstted,-Eaneei¼ation 

proeedttres--±nst±tated--bnt-net-eemp¼eted-betore-renewa±-are 

app¼icab¼e-to-tke-renewe¼-¼ease, 

t4t--A--renewai--¼ease--may--be--vo¼ttnter±¼y--eerm±naterl 

pttrsttant-to-~i-6-±¼6,-tBrae~eterl-±angoage-in-sobseet±on--t±t 

term±n~tes-Mareh-l,-¼996--see,-¼i,-€h;-5867-b7-±9937t'1 
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Section 60. Section 77-6-206, MCA, is amended to read: 

~77-6-206. Withdrawal of lands from leasing. 

Notw±thstand±n9-~he-tore9o±n9-pro~±~ions,-the The board may 

withdraw any agricultural or grQz1ng lQnd from ftlrther 

leasing ~o~-s~eh-per±od as the boQrd determines to be in the 

best interest of tje state. B±ds-£or-¼ee~es-end-a~~%±eat±ons 

fo~-renewale-o~-leeeee-or-etate-agrietlitttra¼-ia~de-or--etate 

9rar±n9--iands--e~al¼--be-±n-wr±t±n9-and-eealed-and-ehaii-be 

sttbm±tted-to-the-ooard-at-the-off±ee-of-the-departmene7 Land 

withdrawn from leasing is subject to sale ..eursuant to 

fsPctinns and 2 

Section 61. Section 77-6-208, MCA, is amended to read: 

•77-6-208. Assignment of leases subleasing -- loss 

of preference right. ( 1} Leases to state lands may be 

assigned on blanks prescribed by the department, but an 

assignment is not binding on the scate unless the assignment 

is filed with the department and approved by ic and paymenc 

made of the assig~rnent fee under 77-1-302. 

(2) Prefere~ce must always be give~ tc the applica~t 

who wants tne l~~d for the applicant's own individual use, 

so that the e - - , 
.L. -.l - J. advantage coming from the leasi~g and use 

of the lands may reach those ~ho actually till the s0il and 

so that they are not compelled to pay a highe~ ren~al t~ar 

that due the state. 

I 3) (aj If a lessee, other than a :"lolde::- oE a 
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conwercial lease, subleases sta:e ~ands on terms less 

advantageous to the sublessee than the terms g1ven by the 

state, the department shall cance: the lease, subject to the 

appeal procedure provided in 77-6-2ll. 

(bl It a lessee subleases state !ands without filing a 

copy of the sublease with t~e department and without 

receiving the departmen~•s appr~~al, the department may 

cancel the lease, subject tc t~e appeal procedure provided 

in 77-6-211. 

(c) Upon approval by the Cepartment, a commercial 

leaseholder may sublease sta::e :and on terms less 

advantageous to the sublessee than the terms Q!ven to the 

lessee by the state. However, the departn1ent may adjust the 

lease rate to require that the ~essee pay the state a 

portion of what the sublessee pays to the lessee. 

{4) The subleasing of state :and may result in loss of 

the preference right to--~e"e~--the--iea~e as provided in 

77-6-212. 

[5) An assignment or series of assignments may not be 

made to avoid the loss of the preference right under 

77-6-212." 

Section 62. Section 77-6-211, MCA, is amended to read: 

•77-6-211. Procedure to cancel lease -- appeal. {l) 

When the department cancels a lease pursuant to 77-6-113, 

77-6-208, 77-6-209, or 77-6-210, 1r shall immediately notify 
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the lessee by certified mail of the cancellation and the 

reasons there~or for cancellation. The date of cancellation 

1s 15 days from the date the notice is received by the 

:essee. 

(2) The lessee has 15 days after the receipt of the 

notice to file with the department a nctice cE appeal for a 

hearing before ~he board. If notic~ of appeal is filed, the 

:ease remains in effect until the decision of the board. 

W~thin 10 days after notice of appeal has been filed, the 

department shall set the time and place of nearing dnd ~ha¼¼ 

~o notify the lessee. The board may, after 10 days' notice 

to the lessee, change the time and place of hearing. 

(3) Under rules it adopts, the board shall conduct an 

open hearing to determine whether the lease should be 

rei11stated. The burden of proof is on the lessee to show why 

the lease should not be canceled. If the lease is 

reinstated, all of the lessee's rights and privileges 

theretlnder--9h~il-be under the lease are preserved;-~f-"et,~ 

If the lease is not reinstated, the land ~hal¼-be--ope~--£or 

re-iea9i"9 is subject to sale dS provided by law [sections l 

and 2]. If the board finds that the terms of t~e lease have 

been violated but in its judgment the violation is not 

serious enough to warrant cancellation, it may reinstate the 

lease and assess a penalty up to three times the annual 

rental against the lessee.'' 
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Section 63. Section 77-6-302, MCA, is amended to read: 

•11-6-302. Compensation for improvements actual 

costs. (l) When another person beeeme9--the--±ee~e@--of 

E.!:!.!,~ases the lands, the person 

lessee the reasonable value of these 

shall pay to the former 

improvements at the 

time the ~ew--i@ssee purchaser takes possession. The 

reasonable yalue may not be less than the full market value 

of the improvements. 

(2) If the former lessee is unable to prod~ce records 

establishing the reasonable value or if the former lessee 

and the "@w--ie9e@@ purchaser are unable to agree on the 

reasonable value of the improvements, the value must be 

ascertained and fixed as provided in 77-6-306.'' 

Section 64. Section 77-6-303, MCA, is amended to read: 

•71-6-303. Determination 

determining the value of ~~@~e 

of compensation. I l) In 

improvements~ consideration 

ska~i must be given to their original cost, their prese~t 

condition, their suitableness for the uses ordinarily made 

of tne lands on which they are located, and to :he general 

stace of cultivation of the land, its productive capacity as 

affec~ed by former use, and its condition with reference to 

the infestation of noxious weeds. Consideration ~~a¼¼ must 

be given to all actual improvements and to all know~ effects 

that :he use and occupa~cy of the land r1ave t1ad upcn its 

prcductive capacity and desirableness for the ~ew-½e~~ee 
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purchaser. 

(2) However, if any of the improvements consists of 

breaking (meaning the original plowing of the land) and i 

year's crops have been raised on the land after the 

breaking, the compensation for the breaking may not exceed 

$2.50 per acre, and if two or more crops have been raised on 

the land after the breaking, the breaking ehe¼¼ ~ not be 

considered as an improvement to the land.'' 

Section 65. Section 77-6-304, MCA, is amended to read: 

•71-6-304. Removal of improvements. The former lessee 

may7--how~•e~, remove the movable improvements on the land 

and dispose of them to parties other than the ±ee~e@ 

purchaser. If ~e the former lessee fails to remove the 

improvements from the land within 60 days from the date of 

the expirdtion of "±~ the lease, all of the improvements 

become the proper-:y v~ the state unless the departll'.ent fer 

good cause gra11:s additional time for their removal.tt 

Section 66. Section 77-6-305, MCA, is amended to read: 

"77-6-305. Settlement regarding improvements 

prerequisite to issuance of new--±e8~e certificate of 

Eurchase. Before a !ee~e certificate of purchase is issued 

to the new-±e~see pcrchaser, the !e~~ee pulchaser shal: s~ow 

that the former lessee has been paid t~e value of the 

improvements pu:s~anc to 77-6-302 or dS ~etermined under 

77-6-306 or that ~~e former lessee elects tc remove the 
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improvement~." 

Section 67. Section 77-6-306, ~CA, is arnended to red.d: 

"77-6-306. Arbitrators to fix value of improvements~ 

(1) If the ow~er at any improvements on state lands of the 

type authorized by law at the :1~e they were p:ac·ed en state 

lands desires to sell ~hese improvements to the ~ew-l~~~ee 

purchaser and they are unable to agree on the value of the 

improvements pursuant to 77-6-302, t~e value mt1st be 

ascertained and fixed by three arbitrators, one of whom is 

appointed by the owner cf the ir:-.provements, one by the new 

¼eeeee purchaser, and the third by the two arbitrators so 

appointed. If any party refuses to appoint an arbitrator 

within 15 days of being requested to do so by the 

commissioner, the commissioner may appoint an arbitrator for 

that party. An arbitrator appointed by the commissioner has 

the same duties and powers as if appointed by one of the 

parties. The value of the imp~ovements must be ascertained 

and fixed pursuant to 77-6-302. 

(2) The reasonable compensation that the ar~itrators 

may fix for their services n1ust be paid in equal shares by 

the owner of the improvements and the new-±e~~ee purchaser. 

(3) The value of the improve~ents ascertained and fixed 

is binding on both parties. If either party is dissatisfied 

with the valuation, the party may within 10 days appeal from 

the decision to the depdrtment, which shall examine the 
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records pertaining to the costs of the ~mprovements, and 

except as provided in subsection (4), its decision is final. 

The department shall charge and collect ~~e actua: cost of 

t~e reexamination to the owner and the new-~e~~ee ~urchaser 

1n the propcrtion as, in its judgment, j~s~ice may demand. 

( 4 I If either party is dissatisfied wit~ tne valuation 

fixed by the department, the party may within 30 days after 

receipt of the department's decision petition the district 

court in the county in which the majority of :he state land 

is located or the district court of Lewis a11d Clark County 

for judicial review of the decision.'' 

Section 68. Section 77-6-501, MCA, is arr.e:-:ded to read: 

•77-6-501. Agricultural leases. \l) As to agricultural 

lands, all leases exeept--iea~e--r~newa±e--opon-wM±eM-the 

ieeeee-Mas-m8de-±mpro~emente-at--th~--lee~ee~~--e~pen~e,--~e 

p~o¥±eed-in-~tlb~eet±on-t3t, must be eoftt±n~ed-or made upon a 

crop share rental basis of not less than one-fourth of the 

annual crops to the state or the usual landlord 1 s share 

prevailing in the district, whichever is gr~ater. The board 

may, however, approve special crop share renrals of less 

than one-fourth for high production cost crJps such as but 

not limited to potatoes and sugar beets or for high 

production cost methods when these methods wo~ld result in 

more income to the state. 'I'he board may not delegate the 

authority to appLove special crop s~are rentals. 
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(2) Exeept-±n-the-eaee-0£--eeeh--±ea9e--renewa½9--ttnder 

9tibeeet±on--t3t,--±£ If it is in the best interests of the 

state, the department may authorize a lease upon other basis 

than crop share, but in these cases the rental must at least 

equal the value of the usual landlord's share prevailing in 

the district under similar circumstances, and the department 

shall set forth in the records the conditions of the case 

and the rental to be charged. 

t3t--fn-ea9e9-±n-wh±eh-the-¼e99ee-ha9--made--9~b9tant±a¼ 

±mpro~emen~e--~or--±rrigation--ptirpoee9--to-the-±ea9e-at-~~e 

¼eeeee~9-ewn-expenee,-the-department-ehe¼½-atithor±ze-a--eaeh 

±eaee-renewe±-at-~ot-¼eee-than-$¼5-an-aere-on-~he-pore±en-of 

the-ieaee-ChaC-has-been-improved~•• 

Section 69. Section 77-6-506, MCA, is amended to read: 

•71-6-506. Date when rental due -- penalty 

cancellation for nonpayment. {l) For grazing leases, the 

grazing portion of leases containing both agricultural a~d 

grazing land, and agricultural leases not based on a crop 

share, the rental for the first year of the lease ~ha½¼ ffiust 

be paid at or before the time of the execution of the lease; 

however, in the case of leases wh½eh that take effect on and 

after October l and before the expiration of the com~ng 

February, both the rental for the fractional year a~d fer 

the next fl;,:..l year beginning March l sl"le:¼i ~ be paiC. .:rnd 

collected at the time of issuing the lease. If the ~nited 
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States is the lessee of state lands for grazing purposes, 

the rental eha±± must be payable at the end of each yea·r of 

the lease. The rental for each succeeding year on leases 

here~£ter issued, wi:h the exception of leases wherein in 

which the United States is the lessee, is due and payable 

before March 1. If the rental is not paid before March 1, a 

$25 penalty shall be imposed on the lessee. If the full 

rental and the $25 penalty are not paid by April 1, the 

entire lease is canceled. • 

(2) For agricu.ltural leases and the agricult:.iral 

portion of leases containing both grazing and agricultural 

land, when the ren~al is paid on a crop share basis or on a 

crop share/cash basis, the rental is due in cash on or 

before November 15 of the year in which the crop is 

harvested. If the rental is not paid on or before November 

15 of the year of crop harvest, a $25 penalty shall be 

imposed on the lessee. If t~e full rental and the $25 

penalty are not paid on or befo~e December 31 of the year 1n 

which the crop is harvested, the entire lease is canceled. 

The department may extend the deadline in writing. If tf',e 

lessee does noc make tne re~tal payment cy the da:e ~f 

extension, the entire lease is can~eled. Any re~tal pa\~en: 

made after Nover:-1ber 15 of the year in wh1cf', the c:·c;:, ,s 

harvested, inc:.ud1r.g p.:i:n~t:1:.: :1'.d.Je .:.1.f+.:..er a.n txlt'·nsion -:..t +-:1e 

deadline, must include tne $25 pe11alty. 
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(3) For al: state land :eases and licenses other than 

those described i~ subsections (1) and (2), ttie department 

~hall impose a $25 penalty fc= failure to maKe d re11tal 

payment by any dead~ir.e estab:ished by statute, rule, or 

the lease or license. 

in 

(4J At least 2 weeKs prior to the final deadline for 

payment under subsection (1) or (2), the department shall 

send by certified mail to each lessee who has not made 

payment a letter notifying the lessee that the lease is 

canceled if payment and the $25 penalty are not received by 

11 the final deadline. The notice ~nail must be sent to the 

12 lessee at the address given in the lease. 

13 {5) When a lease is canceled under subsection (1) or 

14 {2), the department shall notify the lessee of the 

15 cancellation by letter at the address given in the lease. 

16 The land is then op~n-£or-¼ea9~--~o--a??±~ean~~ subject to 

17 sale under the provisions of {sections land 2]. 

18 (6) The penalties collected pursuant to this section 

19 must be deposited into the same trust account as the rentals 

20 from the state land to which the penalties apply." 

21 NEW SECTION. Section 70. Repealer. Sections 77-2-303, 

22 77-2-307, 77-2-311, 77-2-312, 77-2-330, 77-2-331, 77-2-332, 

23 77-2-333, and 77-3-302, MCA, are repealed. 

24 NEW SECTION. Section 71. Saving clause. [This act l 

25 does not affect rights and duties that matured, penalties 
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that were incurred, or proceedings that were begun before 

[the effective date of this act]. 

NEW SECTION. Section 72. Codification instruction. 

[Sections and 2J are intended to be codified as an 

integral part of Title 77, chapter 2, part 3, and the 

provisions of Title 77, chapcer 2, part 3, apply to 

[sections 1 and 2]. 

NEW SECTION. Section 73. Effective date. [~his act] is 

effective on passage and approval. 

-End-
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STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for SB0037. as introduced. 

DESCRIPTION OF PROPOSED LEGISLATION: An act requiring the sale of state owned public lands, with certain exceptions; 
providing that no additional state leases for agricultural, grazing, or other surface uses be granted and that as 
outstanding surface leases expire, the lands be sold to the highest bidder, with a sale preference extended to the prior 
lessee to match the highest bid; providing that as subsurface leases expire, the interests in the lands be sold to the 
highest bidder, with a sale preference extended to the prior lessee to match the highest bid; removing the acreage 
limitation applicable to the purchase of state lands; revising the method of payment for purchases of state lands by 
repealing the installment payment process; allowing voluntary termination of a lease; amending and repealing some MCA 
sections; and providing an immediate effective date. 

ASSUMPTIONS: 
1. Approximately 4,900,000 acres will be subject to sale. That acreage includes classified grazing, agricultural, other, 

school trust forested lands outside the state forests, and islands, abandoned channels of navigable riverbeds and beds 
of navigable lakes. There are 10,000 lease agreements for the majority of the acreage to be sold. One-tenth of those 
lease agreements (1,000) are renewed each year. Therefore, there will be 1,000 sales for 490,000 acres of land for each 
of the next 10 years. Additional sales will be required after 10 years for longer term leases and r/w that cease to 
exist. Sales revenues per one full year of sales are estimated to be $83,000,000. 

2. All tracts put up for sale will sell and the Land Board will approve all sales. 
3. Other agencies owning land that is subject to sale, will process their own sales. 
4. Current administration of ongoing leases and programs will continue at current levels. 
5. Field evaluation efforts will be shifted from lease renewal and resource management to sale as much as possible. 
6. Revenues from current leased uses will decrease by 10% per year. 
7. No appreciation in land value will occur during the biennium. 
B. There will be a 10% interest return on investment of permanent funds. 
9. Will sell 500 tracts during FY94 because only half of the fiscal year remains. Therefore, revenues and expenses related 

to the land sales are for six months. 
10. Current law expenditures are an estimate of Lands Division, Department of State Lands, funding and that portion of 

Forestry Division, Department of State Lands, funding for non-state forest lands. 
11. Each sale package {lease) to be sold will be appraised by newly hired Department of State Lands (DSL) appraisers. 

Appraisals will be to standards established by the Montana Appraisal Standards Board. A full time appraiser can be 
expected to appraise 25 sale packages per year. Therefore, it is estimated 40 appraisers will be required. 

(continued on next page) 
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Fiscal Note Request, SB0037, as '.!,nt:rodyc::ed 
Form BD-15 page 2 
( continued) 

FISCAL IMPACT: 

Current_I..aw 

~_nditures 2,000,000 

E"i '~4 
Proposed Law 

4,002,625 

FX '95 
Differ,c:,n_ce Current Law Proposed Law Difference 

2,002,625 2,000,000 6,005,250 4,005,25( 

Expenditures include establishment of a specific sales program which would include an estimated up to 70 new FTEs. These 
FTEs would be appraisers, attorneys, sales coordinators, deed clerks, title examiners and environmental specialists. 
Operating costs would include travel, communications, advertising, vehicles, office equipment, and additional office space 
for additional employees at six area offices and the main office in Helena. A comparison for costs of the sales program 
would be real estate commissions for sale of properties. Real estate commissions range from 6% on residential properties t 

10% on vacant land. Therefore, costs would be: FY94 $2.49 to 4.15 million 
FY95 -- $4.98 to 8.30 million 

Note that these real estate commission costs would not include such things as appraisals, legal costs and title clearance 
costs. 

Revenues 
Permanent Trust Revenues 7,400,000 48,900,000 41,500,000 7,400,000 90,022,000 82,622,00( 
Distributable Income less 
Interest on Permanent Fund 17,119,420 16,269,420 (850,000) 17,119,420 14,557,478 (2,561,942) 

Distributable Interest Income 34,000,000 39,000,000 5,000,000 39,000,000 48,000,000 9,000,00( 

All sales revenues must be deposited in the appropriate permanent trust funds and invested by the Board of Investments. 

Net Impact: 
Increased revenues to the permanent trust funds. 
Increased interest earnings to the distributable funds. 
Decreased revenues from leased uses. 
Decreased state ownership throughout the state. 

EFFECT ON COUNTY OR OTHER LOCAL REVENUES OR EXPENDITURES: 
Increased private ownership in all counties which would result in increased tax base to the counties. 
May influence state real estate markets due to large amounts of land being placed in the market. 

LONG-RANGE EFFECTS OF PROPOSED LEGISLATION: 
Eventual elimination of most school trust acreage. Elimination of the school trust land asset. Sales of mineral estates; 
the current time may be giving up substantial source of revenue from future mineral development. 



Fiscal Note Request,SB0037 as introduced 
Fonn BD-15 page 3 
(continued) 

TECHNICAL NOTES: 
Section 1(1) (g) does not include the beds of navigable lakes owned by the state. 

Section 14 needs clarification. Does this mean that if land is encumbered by an easement, that land is not subject to sale? 

Sections 15, 16, 17, 19, & 20 need clarification. What does it mean that an exchange is subject to the provisions of 
sections land 2? 

Section 26 should be repealed in entirety. This statute probably violates the Enabling Act and the State's trust 
responsibility to achieve full market value. 

Section 2 needs clarification. Is this meant to apply to licenses on a tract? Many tracts have both surface and mineral 
leases and perhaps licenses. Additionally, some tracts have more than one type of mineral lease. These mineral leases are 
valid as long as production is occurring. Can any leases be extended until other leases will expire? What if a tract of 
land does not sell -- may the Department continue to lease or must the tract remain vacant. 




