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A BILL FOR AN ACT ENTITLED: "AN ACT SETTING LEASE AND USE FEE RATES ON STATE SCHOOL 

TRUST LANDS BY STATUTE, RATHER THAN BY RULE OF THE BOARD OF LAND COMMISSIONERS; 

ESTABLISHING SURFACE LEASE RATES AND USE FEES AT PRE-JULY 1993 LEVELS; ELIMINATING THE 

STATE LAND BOARD ADVISORY COUNCIL; AMENDING SECTIONS 77-1-208, 77-1-209, 77-1-802, 

77-6-202, 77-6-205, 77-6-302, 77-6-305, 77-6-306, 77-6-502, 77-6-507, AND 77-6-508, MCA; 

REPEALING SECTIONS 77-1-106 AND 77-1-120, MCA, AND SECTION 17, CHAPTER 586, LAWS OF 

1993; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND AN APPLICABILITY DATE." 

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

13 

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

15 "77-1-208. Cabin site licenses and leases -- method of establishing value. (1) The board shallh 

16 tal,infj into aeeount reeommendations of ti=le state land board advisory eouneil,J :;et the annual fee easee 
17 on full A1arket valtw for each cabin site subject to a license or lease in effect on January 1, 1988, aflG for 

18 each licensee or lessee who at any time wishes to continue or assign the license or lease. The fee must 

19 attain full A1arl,et value based on be 3. 5 % of the appraisal of the cabin site value as determined by the 

20 department of revenue or $1 50, whichever is greater. The licensee or lessee has the option to pay the 

21 entire fee on March 1 or to divide the fee into two equal payments due March 1 and September 1. The 

22 value may be increased or decreased as a result of the statewide periodic revaluation of property pursuant 

23 to 1 5-7-111. An appeal of a cabin site value determined by the department of revenue must be conducted 

24 pursuant to Title 15, chapter 2. 

25 (2) The board shall set the fee of each initial cabin site license or lease or each current cabin site 

26 license or lease of a person who does not choose to retain the license or lease. The initial fee must be 

27 based upon a system of competitive bidding. The fee for a person who wishes to retain that license or lease 

28 must be determined under the method provided for in subsection ( 1). 

29 (3) The board shall follow the procedures set forth in 77-6-302 through 77-6-306 for the disposal 

30 or valuation of any fixtures or improvements placed upon the property by the then-current licensee or lessee 
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and shall require the subsequent licensee or lessee whose bid Is accepted by the board to purchase those 

fixtures or ·improvements in the manner required by the board. 

(4) This section may not be construed as a delegation of rulemaking authority to the board. 

(Braelrnted language in subseotion (11 terminates MareA 1, 1 QQe seo. 17, GA. §Be, L. 199:3.1 " 

Section 2. Section 77-1-209, MCA, is amended to read: 

"77-1-209. Leasing rules. The board may prescribe rules relating to the leasing of state lands as 

that 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. TAO rules should 

13rescribe a 13rocedure for setting all fees and rental rates for tAe use of state lands for any 13ur130se. The 

13rocedure shouleJ establish 13ro.,.isions for notiee, 13ublie eemment, 13ublie hearings, and a1313eal." 

Section 3. Section 77-1-802, MCA, is amended to read: 

"77-1-802. Recreational use license -- fee. (1) The fee for a recreational use license A'lUSt[, tal(ing 

inta acceunt receA'lA'lendatiens sf the state land eeard ad.,.iser>r oouneil,l attain full A'larl(et ,·alue is $5. Tho 

foe is based on: 

(a) a $3 charge as the value of 1 year of recreational use of state lands; and 

(bl a $2 surcharge for the administrative costs of providing recreational access to state lands and 

the maintenance of a state lands recreational use account pursuant to 77-1-808. 

(2) Money received by the department from the sale of recreational use licenses must be credited 

as follows: 

(a) E>rno13t as 13rovidod in subsoctien (2)(b), lieonso fees Proceeds collected under subsection (1 )(a) 

must be apportioned on a pro rata basis to the land trusts, in proportion to the respective trust's percentage 

contribution to the total acreage of all state land trusts. 

(bl Two dollars freA'l tho foe fer each lieenso, less §0 cents to be returned ta the license sealer as 

a CBA'lA'lission, Proceeds collected pursuant to the surcharge of subsection ( 1 )(bl, less 50 cents for each 

license to be returned as a commission to license dealers, must be deposited in the state lands recreational 

use account established by 77-1-808 for use by tho department in tho management of state lands open to 

general recreational use. 

(3) The department may contract with the department of fish, wildlife, and parks for the distribution 
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and sale of recreational use licenses through the license agents appointed by and the administrative offices 

2 of the department of fish, wildlife, and parks and in accordance with the provisions of Title 87, chapter 2, 

3 part 9. (Braeketed language in subseetien (1) terR'linates Marsh 1, 1990 see. 17, Ch. e8e, L. 1996.)" 

4 

5 Section 4. Section 77-6-202, MCA, is amended to read: 

6 "77-6-202. Lease by competitive bidding hill market value requireel. When the department 

7 receives an application to lease an unleased tract, it shall advertise for bids on the tract. The tract must be 

8 leased to the highest bidder unless the board determines that the bid is not in the state's best interest for 

9 the reasons set forth in 77-6-205(2). The 13earel R'laV net aeeept a bid that is l:lelow full marl,et value 

1 0 eleterR'lined 13y taking inte aeeeunt reeeR'lmendations ef the state lane! l:learel advisery eeuneil. If the high 

11 bid is rejected, the board shall set forth the reasons for the rejection in writing. The lease may be issued, 

12 at a rental to be determined by the board, to the first bidder willing to pay the board determined rental 

13 whose name is selected through a random selection process from all bidders on the tract." 

14 

15 Section 5. Section 77-6-205, MCA, is amended to read: 

16 "77-6-205. Renewal leases. I 1 I A lessee of state land classed as agricultural, grazing, town lot, 

1 7 city lot, or land valuable for commercial development who has paid all rentals due the state or who has 

18 voluntarily terminated a lease under 77-6-116 is entitled to have the lease renewed for a period not to 

19 exceed the maximum lease period provided in 77-6-109 at any time within 30 days prior to its expiration 

20 or within 30 days following voluntary termination if no other applications for lease of the land have been 

21 received 30 days prior to the expiration of the lease or within 30 days following voluntary termination. The 

22 renewal must be at the full R'larket rental rate estaolisheel ov the 13oarel[, tal(ing into aeeount 

23 reeoR'lmenelations of the state land 13oard advisory eouneil,] provided by law for the renewal period and 

24 subject to any other conditions at the time of the renewal imposed by law as terms of the lease. Except 

25 as provided in 77-6-212, if other applications have been received, the holder of the lease has the preference 

26 right to lease the land covered by the former lease by meeting the highest bid made by any other applicant. 

27 Applications for lease of lands in this section must be given preference in the order of their receipt at the 

28 office of the department. 

29 12) The board shall accept the highest bid. If the lessee exercises the preference right and believes 

30 the bid to be excessive, the lessee may request an administrative hearing. The request must contain a 
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1 statement of reasons why the lessee believes the bid not to be in the state's best interest. The department 

2 shall grant the request for a hearing if it determines that the statement indicates evidence that the bid may 

3 not be in the state's best interests. The board may, after the hearing, reduce the rental from the amount 

4 bid if the lessee shows that the bid is not in the best interest of the state because it is above community 

5 standards for a lease of the land, would cause damage to the tract, or would impair its long-term 

6 productivity. If the board reduces the bid, it shall set forth its findings and conclusions in writing and inform 

7 the lessee and competitive bidder of the reduction. It is the duty of the board to secure the best lessees 

8 possible,-5e in order that the state may receive the maximum return possible with the least injury occurring 

9 to the land. 

10 131 A renewal lease may be canceled pursuant to 77-6-113, 77-6-208, 77-6-209, or 77-6-210 for 

11 a violation by the lessee that occurred during the previous lease term but no more than 3 years prior to the 

12 date on which the notice of cancellation required by 77-6-211 is issued. Cancellation procedures instituted 

13 but not completed before renewal are applicable to the renewal lease. 

14 (4) A renewal lease may be voluntarily terminated pursuant to 77-6-116. {Braeketed language In 

15 subseetian ( 1) terR'linates Mar oh 1, 1 QQe see. 17, Ch. a Be, L. 199<1.) " 

16 

17 Section 6. Section 77-6-302, MCA, is amended to read: 

18 "77-6-302. Compensation for improvements aet11al easts. ( 11 When another person becomes the 

1 9 lessee of the lands, the person shall pay to the former lessee the reasonable value of these improvements 

20 at the time that the new lessee takes possession. The reasenable value R'la•; net be less than the full R'larlrnt 

21 value af the iR'lpre•reR'lents. 

22 (2) If the former lessee is 1,1naele te 13r0d1,1ee reoerss estaelishing the reasanaele ... alue or it the 

23 forR'ler lessee and the new lessee are unable to agree on the reasonable value of the improvements, the 

24 value must be ascertained and fixed as provided in 77-6-306." 

25 

26 Section 7. Section 77-6-305, MCA, is amended to read: 

27 "77-6-305. Settlement regarding improvements prerequisite to issuance of new lease. Before a 

28 lease is issued to the new lessee, the lessee shall show that~ 

29 ill the former lessee has been paid the value of the improvements 13ursuant w 77 e <102 as agreed 

30 upon by them or as determined under 77-6-306~ 

~na Legislative counelt 
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(2) the lessee has offered to pay the value of the improvements as determined; or 

2 @~the former lessee elects to remove the improvements." 

3 

4 Section 8. Section 77-6-306, MCA, is amended to read: 

5 "77-6-306. Arbitrators to fix value of improvements. (1) If the owner of any improvements on state 

6 lands of the type authorized by law at the time that they were placed on state lands desires to sell these 

7 improvements to the new lessee and they are unable to agree on the value of the improvements pursuant 

8 ta 77 e 302, the value must be ascertained and fixed by three arbitrators, one of whom is appointed by 

9 the owner of the improvements, one by the new lessee, and the third by the two arbitrators so appointed. 

10 If any party refuses to appoint an arbitrator within 15 days of being requested to do so by the 

11 commissioner, the commissioner may appoint an arbitrator for that party. An arbitrator appointed by the 

12 commissioner has the same duties and powers as if appointed by one of the parties. The value of the 

13 improvements must be ascertained and fixed pursuant to 77 e 3Q2 this part. 

14 (2) The reasonable compensation that the arbitrators may fix for their services must be paid in 

15 equal shares by the owner of the improvements and the new lessee. 

16 (3) The value of the improvements ascertained and fixed is binding on both parties. If either party 

17 is dissatisfied with the valuation, the party may within 10 days appeal from the decision to the department, 

18 which shall examine the reeerels 13ertaiAin!l te the easts ef the improvements, and except as provided in 

19 subsection (4), its decision is final. The department shall charge and collect the actual cost of the 

20 reexamination to the owner and the new lessee in the proportion as that, in its judgment, justice may 

21 demand. 

22 (4) If either party is dissatisfied with the valuation fixed by the department, the party may within 

23 30 days after receipt of the department's decision petition the district court in the county in which the 

24 majority of the state land is located or the district court of Lewis and Clark County for judicial review of the 

25 decision." 

26 

27 

28 

29 

30 

Section 9. Section 77-6-502, MCA, is amended to read: 

"77-6-502. Grazing leases. (1) The rental rate for leasing all state grazing lands must[, takin!l inte 

aeeount ree0FAFAenelations of the state lane! boarel aeJ,,isory eeuneil,J attain full FAarl(et value be based upon 

the appraised animal-unit-month carrying capacity of the land as provided in 77-6-507. 

~na Leglstatlve council 
- 5 -



54th Legislature LC 11 76.01 

(21 If the ooaf€I legislature raises the rentals for state grazing lands during the term of any leases 

2 of grazing land that are not issued as a result of competitive bidding, the lessee shall, for the years after 

3 the increase becomes effective, pay the increased rental, and the terms of grazing leases must provide for 

4 the increase. (Braclrnted language in subseetisn (11 terminates Marsh 1, 1006 sec. 17, Ch. e8e, L. 

5 1006.I" 

6 

7 Section 10. Section 77-6-507, MCA, is amended to read: 

8 "77-6-507. Formula for fixing annual rental. ( 1 I In this section: 

9 (a) "animal unit" means one cow, one horse, five sheep, or five goats; 

1 O (bl "animal-unit-month carrying capacity" means that amount of natural feed necessary for the 

11 complete subsistence of one animal unit for 1 month. 

1 2 (21 The beard shall establish the rier annum annual rental rate per section of all grazing lands that 

13 are the property of the state must be established by multiplying a factor established b·t the beard pursuant 

14 ts 77 e e02 six times the average price per pound of beef cattle on the farm in Montana for the previous 

15 year times the animal-unit-month carrying capacity of the land. 

16 (3) The carrying capacity of the land to be used in the al3eYe formula in subsection 12) must be in 

17 accordance with the determinations of the department made under 77-6-201. 

18 (41 The average price per pound of beef cattle on the farm in Montana must be taken from 

19 statistics published by the United States department of agriculture current at the time of computation of 

20 the rental or from other reliable sources current at that time. 

21 (el In establishing the rental rate deseribed in subseetisn (21, the beard shall consider aripl1eable 

22 elements that inelude but are not limited te these set forth in 77 1 1 Oe." 

23 

24 Section 11. Section 77-6-508, MCA, is amended to read: 

25 "77-6-508. Effect of competitive bidding. Whenever competitive bidding establishes a rental price 

26 higher than the rental price established by the eeaffi formula set out in 77-6-507, the board in leasing the 

27 lands shall incorporate in the lease conservation requirements as that are considered necessary for the 

28 protection of the grass or forage crops." 

29 

30 NEW SECTION. Section 12. Applicability. 11 I [Section 11 applies to leases entered into on or after 

~na Leg/stative council 
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1 [the effective date of this act] and, for leases in effect on [the effective date of this act]. to rentals due after 

2 rental adjustments made pursuant to adjustment provisions in the lease. 

3 (2) [Section 21 applies to licenses sold after [the effective date of this act]. 

4 (3) [Sections 9 and 1 OJ apply to leases issued or renewed after [the effective date of this act]. 

5 

6 NEW SECTION. Section 13. Repealer. Sections 77-1-106 and 77-1-120, MCA, and section 17, 

7 Chapter 586, Laws of 1993, are repealed. 

8 

9 

10 

NEW SECTION. Section 14. Effective date. [This act) is effective on passage and approval. 

-END-

~na Ler,lstatlve councll 
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STATE OF MONTANA - FISCAL NOTE 

Fiscal Note for SB0336. as introduced 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act setting lease and use fee rates on state school trust lands by statute, rather than 
by rule of the Board of Land Commissioners; establishing surface lease rates and use fees at 
pre-July 1993 levels; eliminating the State Land Board Advisory Council; amending several MCA 
sections; and providing an immediate effective date and an applicability date. 

ASSUMPTIONS: 
1. Under the current statutes, the board can adjust the rental rates to achieve full 

market value. The board is currently in the process of promulgating administrative 
rules which may increase the rental rates for cabinsites, recreational use licenses, 
and grazing. However, since none of these new rates would go into effect until 1996, 
there would be no change from the current rental rates if SB0336 were enacted with the 
immediate effective date. 

FISCAL IMPACT: 

None. 

LONG-RANGE EFFECTS OF PROPOSED LEGISLATION: 
The rental rates for cabinsite licenses and leases, recreational use licenses and grazing 
leases will be fixed at current levels. This fixation may result in less annual revenues 
over the long term, assuming the Land Board would have adjusted these rates to achieve full 
market value. 

TECHNICAL NOTES: 
1. The Montana Constitution requires that full market value must be received from any 

disposition of lands, or disposition of any estate or interest in trust lands. If any 
value, as fixed by SB0336, does not constitute full market value, that portion of the 
bill would be unconstitutional. 

DAVE LEWIS, BUDGET DIRECTOR DATE TOM BECK, PRIMARY SPONSOR DATE 
Office of Budget and Program Planning 

Fiscal Note for SB0336, as introduced 
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A BILL FOR AN ACT ENTITLED: "AN ACT SETTING LEASE AND USE FEE RATES ON STATE SCHOOL 

TRUST LANDS BY ST!.\TU~E, RATHER THAN BY RULE OF THE BOARD OF LAND COMMISSIONERS; 

ESTABLISHING SURFACc: i..2,\SE RATES AND USE FEES AT PRE-JULY 1993 LEVELS; ELIMINATING THE 

STATE LANC, BOARD ADVISORY COUNCIL; AMENDING SECTIONS 77-1-208, 77-1-209, 77-1-802, 

77-6-202, 77-6-205, 77-6-302, 77-6-305, 77-6-306, 77-6-502, 77-6-507, AND 77-6-508, MCA; 

REPEALING SECTIONS 77-1-106 AND 77-1-120, MCA, AND SECTION 17, CHAPTER 586, LAW3 Or 

1993; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND AN APPLICABILITY DATE." 

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

13 

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

15 "77-1-208, Cabin site licenses and leases -- method of establishing value. (11 The board shall{, 

16 takin§ inte aeeount reeeFRFRenelatiens et the state land eeard adviser>( eeuneil,J set the annual tee ease4 

17 en full FRarket •,alue ~r'" ecch cabin site subject to a license or lease in effect on January 1, 1988, afl4 for 

18 each licensee or lessee who at any time wishes to continue or assign the license or lease. The fee must 

19 attain full FRarl,et value easeel on be 3.5% of the appraisal of the cabin site value as determined by the 

20 department of revenue or $150, whichever is greater. The licensee or lessee has the option to pay the 

21 entire tee on March 1 or to divide the fee into two equal payments due March 1 and September 1. The 

22 value may be increased or decreased as a result of the statewide periodic revaluation of property pursuant 

23 to 15-7-111. An appeal of a cabin site value determined by the department of revenue must be conducted 

24 pursuant to Title 15, chapter 2. 

25 (21 The board shall set the fee of each initial cabin site license or lease or each current cabin site 

26 license or lease of a person who does not choose to retain the license or lease. The initial fee must be 

27 based upon a system of competitive bidding. The fee for a person who wishes to retain that license or lease 

28 must be determined under the method provided for in subsection (1 ). 

29 (3) The board shn!I kiiow the procedures set forth in 77-6-302 through 77-6-306 for the disposal 

30 or valuation of any fixtures or improvements placed upon the property by the then-current licensee or lessee 

I 
\ 
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2 

3 

4 

and shall require the subsequent licensee or lessee whose bid is accepted by the board to purchase those 

fixtures or improvements in the manner required by the board. 

(4) This section may not be construed as a delegation of rulemaking authority to the board. 

(Braeketod language in subsoetion ( 1 l terminates March 1, 1990 see. 17, GI'\. §Be, L. 1996.) " 

6 Section 2. Section 77-1-209, MCA, is amended to read: 

7 "77-1-209. Leasing rules. The board may prescribe rules relating to the leasing of state lands as 

8 thfil it considers necessary in order that the use and proceeds of these lands may contribute in tho highest 

9 attainable measure to the purposes for which they are granted to the state of Montana. Tl'le rules sl'lould 

1 O proseriae a JClroeodure for settin§ all foes anel rental rates for tlcte use of stato lands for any purpeso. Tl'le 

11 13roeeeure sho1:1le establish pro,•isions for notiee, publio eomment, 13ublio !:learin9s, ans appeal." 

12 

13 Section 3. Section 77-1-802, MCA, is amended to read: 

14 "77-1-802. Recreational use license -- fee. ( 1) The foe for a recreational use license must[, taking 

15 into aeeount roeornrneneations of the state land boars aeYiSOF'f eounoil,] attain full ffiarl(Ot value is $5. The 

16 fee is based on: 

17 (a) a $3 charge as the value of 1 year of recreational use of state lands; and 

18 (bl a $2 surcharge for the administrative costs of providing recreational access to state lands and 

19 the maintenance of a state lands recreational use account pursuant to 77-1-808. 

20 (2) Money received by the department from the sale of recreational use licenses must be credited 

21 as follows: 

22 (a) E1100pt as proYiEled in subseetien (2)11:l), lieonse fees Proceeds collected under subsection (l)(a) 

23 must be apportioned on a pro rata basis to the land trusts, in proportion to the respective trust's percentage 

24 contribution to the total acreage of all state land trusts. 

25 (b) Two elollars from tl'le feo for eaeA lieense, loss 130 eents te be returned to tAo lieense dealer as 

26 a eemffiissien, Proceeds collected pursuant to the surcharge of subsection (1 )(b), less 50 cents for each 

27 license to be returned as a commission to license dealers, must be deposited in the state lands recreational 

28 use account established by 77-1-808 for use by the department in the management of state lands open to 

29 general recreational use. 

30 (3) The department may contract with the department of fish, wildlife, and parks for the distribution 

~na Ler,lstattve caunctt 
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and sale of recreational use licenses through the license agents appointed by and the administrative offices 

2 of the department of fish, wildlife, and parks and in accordance with the provisions of T,tle 87, chapter 2, 

3 part 9. iBraeketed language in subsoetion {1) torminatos Mar!i1:1--i-, 1QQ6 see. 17,-~A. e86, L. 1993.i" 

4 

5 Section 4. Section 77-6-202, MCA, is amended to read: 

6 "77-6-202. Lease by competitive bidding fwll maFl1et >Jalwe FeEjwi,ee. When the department 

7 receives an application to lease an unleased tract, it shall advertise for bids on the tract. The tract must be 

8 leased to the highe t .J1d,,er unless the board determines that the bid is not in the state's best interest for 

9 the reasons set forth in 77-6-205(2). Tho board mav not aeoept a bid th(lt is eelew ~ 

10 determined by taking into aooeunt reoemmendatiens ef the state lane board advisorv counoil. If the high 

11 bid is rejected, che board shall set forth the reasons for the rejecticn in writing. The lease may be issued, 

12 at a rental to be determined by the board, to the first bidder willing to pay the board determined 1 ,antai 

13 whose name is selected through a random selection process from all bidders on the tract." 

14 

15 Section 5. Section 77-6-205, MCA, is amended to read: 

16 "77-6-205. Renewal leases. ( 1) A lessee of state land classed as agricultural, grazing, town lot, 

17 city lot, or land valuable for commercial development who has paid all rentals due the state or who has 

18 voluntarily terminated a lease under 77-6-116 is entitled to have the lease renewed for a period not to 

19 exceed the maximum lease period provided in 77-6-109 at any time within 30 days prior to its expiration 

20 or within 30 days followi'lg voluntary termination if no other applications for lease of the land have been 

21 received 30 days prior to the expiration of the lease or within 30 days following voluntary termination. The 

22 renewal must be at the full Alarkot rental rate estaelished av the eeard[, tal1in§ inte aeeo1c1nt 

23 reoommendatiens ef tho state lane eeare ad..-isery se1c1neiU prov;oed by law for the renewal pe,iod and 

24 subject to any other conditions at the time of the renewal imposed by law as terms of the lease. Except 

25 as provided in 77-6-212, if other applications have been received, the holder of the lease has the preference 

26 right to lease the land covered by the former lease by meeting the highest bid made by any other applicant. 

27 Applications for lease of lands in this section must be given preference in the order of their receipt at the 

28 office of the department. 

29 (2) The board shall accept the highest bid. If the lessee exercises the preference right and believes 

30 the bid to be excessive, the lessee may request an administrative hearing. The request must contain a 

~na 1eolstatlve coundt 
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statement of reasons why the lessee believes the bid not to be in the state's best interest. The department 

2 shall grant the request for a hearing if it determines that the statement indicates evidence that the bid may 

3 not be in the state's best interests. The board may, after the hearing, reduce the rental from the amount 

4 bid if the lessee shows that the bid is not in the best interest of the state because it is above community 

5 standards for a lease of the land, would cause damage to the tract, or would impair its long-term 

6 productivity. If the board reduces the bid, it shall set forth its findings and conclusions in writing and inform 

the lessee and competitive bidder of the reduction. It is the duty of the board to secure the best lessees 

8 possible;-5e in order that the state may receive the maximum return possible with th?. least injury occurring 

9 to the land. 

1 0 (3) A renewal lease may be canceled pursuant to 77-6-113, 77-6-208, 77-6-209, or 77-6-210 for 

11 a violation by the lessee that occurred during the previous lease te,ll' f:ut :10 more than 3 years prior to the 

12 . date on which the notice of cancellation required by 77-6-211 is issued. Cancellation procedures instituted 

13 but not completed before renewal are applicable to the renewal lease. 

14 (4) A renewal lease may be voluntarily terminated pursuant to 77-6-116. IBFael1eteel lang1:1age in 

15 s1:1eseetien (1) toFFAinates MaFeh 1, 1006 see. 17, Ch. e8e, L. 1993.J" 

16 

17 

18 

Section 6. Section 77-6-302, MCA, is amended to read: 

"77-6-302. Compensation for improvements aet1:1al oeets. ( 1) When another person becomes the 

19 lessee of the lands, the person shall pay to the former lessee the reasonable value of these improvements 

20 at the time that the new lessee takes possession. Tho Foaeonaelo val1:10 FAay net ba lt1ss than the full FAaFket 

21 ~•al1:1e ef the iFAJ!FeYeFAents. 

22 (2) If the former lesseo is 1:1Aable ta Jjreelueo FeeeFels estaelishin@ tl=ie Feasenaele •,•alue or if tho 

23 forFAor lessee and the new lessee are unable to agree on the reasonable value of the improvements, the 

24 value must be ascertained and fixed as provided in 77-6-306." 

25 

26 Section 7. Section 77-6-305, MCA, is amended to read: 

27 "77-6-305. Settlement regarding improvements prerequisite to issuance of new lease. Before a 

28 lease is issued to the new lessee, the lessee shall show that~ 

29 ill the former lessee has been paid the value of the improvements pursuant te 77 e 3Q;! as agreed 

30 upon by them or as determined under 77-6-306;, 
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12) the lessee has offered to pay the value of the improvements as determinea; or 

Ql #tat the former lessee elects to reniove the improvements." 

4 Section 8. Sectiof" 77-6-306, MCA. 1s amended to read: 

LC 1176.01 

5 "77-6-306. Arbitrators to fix value of improvements. ( 1) If tr1e owner of any i,nprovernents on state 

6 lands of the type authorized by law at the time that they were placed on state lands desires to sell these 

7 improvements to thn. :'ew lessee and they are unable to agree on the value of the improvements purstian;; 

8 fir 77 6 302, the value must be ascertained and fixed by three arbitrators, one of whom is appointed by 

9 the owner ct the improvements, one by the new lessee, and the third by the two arbitrators so appointed. 

10 If any party 1 .,fuses to appoint an arbitrator within 1 5 days of being requested to do so by the 

11 commissioner, the commissioner may appoint an arbitrator for that party. An arbitrator appointed bv the 

12 commissioner has the same duties and powers as if appointed by one of the parties. The value of the 

1 3 improvements must be ascertained and fixed pursuant to ~ this part. 

14 (2) The reasonable compensation that the arbitrators may fix for their services must be paid in 

15 equal shares by the owner of the improvements and the new lessee. 

16 (3) The value of the improvements ascertained and fixed is binding on both parties. If either party 

17 is dissatisfied with the valuation, the party may within 10 days appeal from the decision to the department, 

18 which shall examine the reoeres pertaining to the easts ef the improvements, and except as provided in 

19 subsection (4), its decision is final. The department shall charge and collect the actual cor· of the 

20 reexamination to the owner and the new lessee in the proportion as that, in its judgment, justice may 

21 demand. 

22 (4) If either party is dissatisfied with the valuation tixed by the department, the party may within 

23 30 days after receipt of the department's decision petition the district court in the county in whic. the 

24 majority of the state land is located or the district court of Lewis and Clark County for judicial review of the 

25 decision." 

26 

27 Section 9. Section 77-6-502, MCA, is amended to read: 

28 "77-6-502. Grazing leases. ( 1) The rental rate for leasing all state grazing lands must[. tal1in§1 inte 

29 aeeeunt FeeeFAFAendations ef the state land 13eaFd advisery eeunoil,] attain full FAaFket ·,·alue be based upon 

30 the appraised animal-unit-month carrying capacity of the land as provided in 77-6-507. 
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(2) If the 0eilf8 legislature raises the rentals for state grazing lands during the term of any leases 

2 of grazing land that are not issued as a result of competitive bidding, the lessee shall, for the years after 

3 the increase becomes effective, pay the increased rental, and the terms of grazing leases must provide for 

4 the increase. (Braeketed laA§Ua§e iA sueseetioA t1 l torFAiAates Marnh 1, 1996 see. 17, Ch. 686, b. 

5 1QQ:3.)" 

6 

7 Section 10. Section 77-6-507, MCA, is amended to read: 

8 "77-6-507. Formula for fixing annual rental. ( 1) In this section: 

9 (a) "animal unit" means one cow, one horse, five sheep, or five goats; 

i O (bl "animal-unit-month carrying capacity" means that amount of natural feed necessary for the 

11 complete subsistence of one animal unit for 1 month. 

12 (2) The eeard s"1all estal3Iis"1 tRe per aAAUFA annual rental rate per section of all grazing lands that 

13 2re the property of the state must be established by multiplying a faetor estaelishee 13•1• tRe sears 13ursuant 

14 ta 77 6 !i02 six times the average price per pound of beef cattle on the farm in Montana for the previous 

15 year times the animal-unit-month carrying capacity of the land. 

16 (3) The carrying capacity of the land to be used in the ae&Ye formula in subsection (2) must be in 

17 accordance with the determinations of the department made under 77-6-201. 

18 (4) The average price per pound of beef cattle on the farm in Montana must be taken from 

19 statistics published by the United States department of agriculture current at the time of computation of 

20 the rental or from other reliable sources current at that time. 

21 (6) IA estaelis"1in§ the raAtal rate seseriees in sullseetieA (2), the bears shall eeAsiser a13plieaele 

22 eleFAeAts that ineluse llut are net-limit')s te these set forth iA 77 1 106." 

23 

24 Section 11. Section 77-6-508, MCA, is amended to read: 

25 "77-6-508. Effect of competitive bidding. Whenever competitive bidding establishes a rental price 

26 higher than the rental price established by the e&afe formula set out in 77-6-507, the board in leasing the 

27 lands shall incorporate in the lease conservation requirements as that are considered necessary for the 

28 protection of the grass or forage crops." 

29 

30 NEW SECTION. Section 12. Applicability. ( 1) [Section 1 I applies to leases entered into on or after 
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[the effective date ot this act) and, for leases in effect on [the effective date of this act), to rentals due after 

2 rental adjustments made pursuant to adjustment provisions in the lease. 

3 12) [Section 21 applies to licenses sold af:er [the effective date of this act]. 

4 13) [Sections 9 and 1 OJ apply to leases issued or renewed after [the effective date of this act]. 

5 

6 NEW SECTION. Section 13. Repealer. Sections 77-1-106 and 77-1-120, MCA, and section 17, 

7 Chapter 586, Laws of 1993, are repealed. 

8 

9 NEW S~~TLQflL. Section 14. Effective date. [This act] is effective on passage and approval. 

10 -END-
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

A BILL FOR AN ACT ENTITLED: "AN ACT SETTING LEASE AND USE FEE RATES ON STATE SCHOOL 

TRUST LANDS BY STATUTE, RATHER THAN BY RULE OF THE BOARD OF LAND COMMISSIONERS; 

ESTABLISHING SURFACE LEASE RATES AND USE FEES AT PRE-JULY 1993 LEVELS; ELIMINATING THE 

STATE LAND BOARD ADVISORY COUNCIL; AMENDING SECTIONS 77-1-208, 77-1-209, 77-1-802, 

77-6-202, 77-6-205, 77-6-302, 77-6-305, 77-6-306, 77-6-502, 77-6-507, AND 77-6-508, MCA; 

REPEALING SECTIONS 77-1-106 AND 77-1-120, MCA, AND SECTION 17, CHAPTER 586, LAWS OF 

1993; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND AN APPLICABILITY DATE." 

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

I 

I 

THERE ARE NO CHANGES IN THIS BILL AND IT WILL 
NOT BE REPRINTED. PLEASE REFER TO SECOND 
READING COPY (YELLOW) FOR COMPLETE TEXT. 
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