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A BILL FOR AN ACT ENTITLED: "AN ACT REVISING THE METHOD OF DETERMINING THE BID DEPOSIT

INTRODUCED BY

FOR LEASING STATE GRAZING AND AGRICULTURAL LANDS; REVISING THE METHOD OF LEASING
STATE GRAZING AND AGRICULTURAL LANDS; REQUIRING CASH LEASING; ALLOWING FOR
REINSTATEMENT OF LEASES CANCELED FOR NONPAYMENT; AMENDING SECTIONS 77-6-203,
77-6-501, AND 77-8-506, MCA; AND PROVIDING AN EFFECTIVE DATE AND AN APPLICABILITY DATE."

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

Section 1. Section 77-6-203, MCA, is amended to read:
"77-6-203, Bid depasit. {1} A person bidding for the lease of state lands shall deposit with the
department, as evidence of good faith, a certified check, cashier's check, or mongy order in an amount

egual to 20% of the total annual rental bid ir-the-sase-of-grazingland-and-an-ameount-egualto—$-1-peraere

mado-an-a-crop-sharebasis or $100, whichever is greater.

(2) The department shall retain the deposit of the successful bidder, apply it on the rental for the
first year of the lease only, and return any balance of the deposit at the end of the first year to the
successful bidder. The department shall return the deposits of the unsuccessful bona fide bidders. If the
department finds a bid has been submitted that is frivolous, forged, or a bad faith bid or a bid submitted
for purposes of harassment, the deposit is forfeited. The department shall make a reasonable attempt to

notify the bidder in writing of the forfeiture and reasons thetefor for the forfeiture.

(3) If the successful bidder fails to execute the lease for any reasan, kis the bidder’s deposit shah
be is forfeited.
{4) The department shall credit al! forfeited deposits to the interest and income accaount of the

proper trust.”

Section 2, Section 77-6-501, MCA, is amended to read:

"77-6-501. Agricultural leases. (1) As to agricultural lands, all ieases
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sharerentals. Except as provided in subsections {2} through {4), the rental is determined by multiplying

by 95% the most frequently reported per-acre cash rental, under similar circumstances, in the county as

reported by the Montana agricultural statistics service of the U.S. department of agricuiture.

at rates other than the amount determined under subsection (1):

(a) for high production crops, including but not limited to potatoes and sugar beets: or

{b) for crops requiring high production cost methods whenever the methods produce a crop that

generates morg income to the state.

(3) The board may establish rental rates other than the rates determined under subsection (1} if

there is evidence of a wide disparity in rental rates within the county, provided that the board clearly states

the evidence indicating a wide disparity.

{4) The board may reduce the cash rentat per acre determined under subsection (1} within a county

during the year if the county is declared a disaster by the United States department of agriculture,"

Section 3. Section 77-6-506, MCA, is amended to read:
"77-6-506. Date when rental due -- penalty -- cancellation for nonpayment. (1) For a grazing

teases; [ease and for the grazing portion of leeses a lease containing both agricultural and grazing land, and
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agreuittraHeasesnot-based-eracrep-shatre; the grazing rental for the first year of the lease shal must be
paid at or before the time of the execution of the lease:. however However, in the case of leases—which

take a lease that takes effect on and after October 1 and before the expiration of the coming February, both

the rental for the fractional year and for the next full year beginning March 1 shall must be paid and
collected at the time of issuing the lease. If the United States is the lessee of state lands for grazing
purposes, the rental shal-be is payable at the end of each year of the lease. The rental for each succeeding

year on leases-hereafter a legse issued after [the effective date of this act], with the exception of lkeases

a lease whereir iIn 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 an agricultural teases lease and for the agricultural portion of leases a lease containing both

grazing and agricultural land,

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 the full rental and the $25 penaity are not paid on or before December 31 of the year in which
the c¢rop is harvested, the entire lease is canceled. The department may extend the deadline in writing. If
the lessee does not make the rental payment by the date of extension, the entire lease is canceled. Any
rental payment made after November 15 of the year in which the crop is harvested, including payment
made after an extension of the deadline, must include the $25 penaity.

{3) For all state land leases and licenses other than those described in subsections {1} and {2}, the
department shall impose a $25 penalty for failure to make a rental payment by any deadline established by
statute, rule, or in the lease or license.

{4) At least 2 weeks prior to the final deadline for payment under subsection (1) or (2), the
department shall send by certified maii 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 the final deadline. The
notice shah must be sent to the lessee at the address given in the lease.

(5) When a lease is canceled under subsection {1) or (2), the department shall notify the lessee of

the cancellation by letter at the address given in the lease. Thetand-is-theropenferieasetoapplicants:

{6) The department may, within 30 days of cancellation under subsection (1) or (2), reinstate a

canceled lease upon payment of the rental that is owing, plus a penalty not to exceed three times the
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annual rental. A penalty imposed under this subsection may not be less than $500.

{7) A canceled lease that is not reinstated must be made available for lease as provided in

77-6-202.

{8) The penalties collected pursuant to this section must be deposited into the same trust account

as the rentals from the state land to which the penalties apply.”

NEW SECTION. Section 4. Saving clause. [This act] does not affect rights and duties that
matured, penaities that were incurred, or proceedings that were begun before [the effective date of this

actl.

NEW SECTION. Section 5. Applicability. (1) [Sections 1 and 2] apply to all agricuitural leases

made or renewed on or after [the effective date of this act].

{2) [Section 3] applies to al! rentals due on or after [the effective date of this act].

NEW SECTION. Section 6. Effective date. {This act] is effective July 1, 1997.

-END-
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STATE OF MONTANA - FISCAL NOTE

Fiscal Note for EB0Z2€9, as introduced

DESCRIPTION OF EROPCSED LEGISIATION:

bn act revising the method cf determining the bid deposit for leasing state grazing and
agricultural lands; revising the method cf leasing state grazing and agricultural lands;
requiring cash leasing; allowing for reinstatement cf leases canceled for nonpayment.

ASSUMPTICNS:
i. Aprroxzimately 300 of those leases containing agricultural land are renewed annually.

There are 3,000 leases currently in effect that centain agricultural land.
Therefore, it will take 10 years for all leases containing agricultural lands to be
brought under cash rentals.

2. Rgricultural revenues currently vary from year to year due to producticn rates, farm
programs, and market rates fcr commodities raised. Since a minority of leases (1/5%
c¢f total) will come under cash leasing during the 1999 biennium, tkere is nco
projected change in revenues.

3., The DNRC currently utilizes from $5,000-8,000 per year cf contracted services *o
process crcp share and farm program payments.
4. The Montana Agricultural Statistic Service has infeormed the DNRC that a contract to

produce the “most frequently repcrted per acre cash rental” will cost approximately
$18,000-19,000 per survey.

5, The DNRC propeses to have the survey conducted biennially. The DNRC would shift the
existing contracted services dollars utilized to deal with crop share rentals to
fund the cost cof the survey conducted by Mcntana Agricultural Statistic Service.

8 B :
None.
LONG- 5 CTS FROPCS S :

Currently, the agricultural rentals from state trust lands vary from year to year
depending on production rates, farm program payments and market rates. Under the proposed
cash lease, the annual agricultural rental will become stabilized and thus more
predictable from year to Year.

%)xd‘/\ df&‘\ex

DAVE LEWIS, BUDGET DIRECTOR DATE . , PRIMARY sponﬁ\on CATE

Office of Budget and Program Planning
Fiscal Ncte for HBQ2€9, as introduced
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A BILL FOR AN ACT ENTITLED: "AN ACT REVISING THE METHCOD OF DETERMINING THE BID DEPOSIT
FOR LEASING STATE GRAZING AND AGRICULTURAL LANDS; REVISING THE METHQD OF LEASING
STATE GRAZING AND AGRICULTURAL LANDS; REQUIRING CASH LEASING; ALLOWING FOR
REINSTATEMENT OF LEASES CANCELED FOR NONPAYMENT; AMENDING SECTIONS 77-6-203,
77-6-501, AND 77-6-506, MCA; AND PROVIDING AN EFFECTIVE DATE AND AN APPLICABILITY DATE."

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

Section 1. Section 77-6-203, MCA, is amended to read:
"77-6-203. Bid deposit. (1) A person bidding for the lease of state lands shall deposit with the
department, as evidence of good faith, a certified check, cashier’s check, or money order in an amount

equal to 20% of the total annual rental bid A

made-eh-a-orep-share-basis or $100, whichever is greater.

(2) The department shall retain the deposit of the successful bidder, apply it on the rental for the
first year of the lease only, and return any balance of the deposit at the end of the first year to the
successtul bidder, The department shall return the deposits of the unsuccessful bona fide bidders, If the
department finds a bid has been submitted that is frivolous, forged, or a bad faith bid or a bid submitted
for purposes of harassment, the deposit is forfeited. The department shall make a reasonable attempt to

notify the bidder in writing of the forfeiture and reasons therefer for the forfeiture.

(3) If the successfu! bidder fails to execute the lease for any reason, kis the bidder’'s deposit shal
be is forfeited,
(4) The department shail credit ail forfeited deposits to the interest and income account of the

proper trust.”

Section 2. Section 77-8-501, MCA, is amended to read:

"77-6-501. Agriculturai leases. (1) As to agricultural lands, all leases

(i
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share-rentals. Except as provided in subsections (2} through (4}, the rental is determined by multipiying

by 95% the most frequently reported per-acre cash rental, under similar circumstances, in the county as

reported by the Montana agricultural statistics service of the U.S. department of agricyiture.

at rates other_than the amount determined under subsection (1):

{a} for high production crops, including but not limited to potatoes and sugar beets: or
{b) for crops requiring high production cost methods whenever the methods produce a crop that

generates maore income to the state.

(3} The board may establish rental rates other than the rates determined under subsection (1} if

there is evidence of a wide disparity in rental rates within the county, provided that the board cleariy states

the evidence indicating a wide disparity.

(4) The board may reduce the cash rental per acre determined under subsection {1) within a county

during the year if the county is declared a disaster by the Uni*ed States department of agriculture.”

Section 3. Section 77-6-506, MCA, is amended to read:
“77-6-506. Date when rental due -- penaity -- cancellation for nonpayment. (1) For a grazing

leases; lease and for the grazing portion of leases a lease containing both agricultural and grazing land, ard
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agreultura-oaseshot-based-era-orop-share; the grazing rental for the first year of the lease shal must he
paid at or before the time of the execution of the lease;. however However, in the case of lsases—whish

take a lease that takes effect on and after October 1 and befare the expiration of the coming February, both

the rental for the fractional year and for the next full year beginning March 1 shkall must be paid and
collected at the time of issuing the lease. If the United States is the lessee of state lands for grazing
purpases, the rental shall-be s payable at the end of each year of the lease. The rental for each succeeding

year on leases-hercafter a lease issued after [the effective date of this act], with the exception of leases

a lease whererr 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 fuil rental and the $25
penalty are not paid by April 1, the entire leass is canceled.

(2) For an agricultural leases lease and for the agricultural portion of leases a lease containing both

grazing and agricultural land,

the rental is due in cash on or before November 15 cf the year in which the crop is harvested. If the rentai
is not paid on or before November 15 of the year of crop harvest, a $25 penalty shall be imposed on the
lessee. |f the full rental and the $25 penaity are not paid on or before December 31 of the year in which
the crap is harvested, the entire lease is canceled. The department may extend the deadline in writing. if
the lessee does not make the rental payment by the date of extension, the entire lease is canceled. Any
rental payment made after November 15 of the year in which the crop is harvested, including payment
made atter an extension of the deadline, must include the $25 penalty.

{3} For all state land leases and licenses other than those described in subsections (1) and (2}, the
department shall impose a $25 penalty for failure to make a rental payment by any deadline established by
statute, rule, or in the lease or license. |

{4) 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
lessae that the lease is canceied if payment and the $25 penalty are not received by the final deadline. The
notice shall must be sent to the lessee at the address given in the lease.

(5} When a leasa is canceled under subsection {1) or (2), the department shall notify the lessee of

the cancellation by letter at the address given in the lease. The-lard-is-then-opan-lorloase-to-apphearis:

{6) The department may, within 30 days of cancellation under subsection {1} or {2), reinstate a

canceled lease upon payment of the rental that is owing, plus a penaity not to exceed three times the
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annual rental. A pensity imposed under this subsection may not be less than $500,
(7] A canceled lease that is not reinstated must be made available for lease as provided in

77-6-202.

{8) The penaities collected pursuant to this section must be depaosited inta the same trust account

as the rentats from the state land to which the penalties apply.”

NEW_ SECTION. Section 4, Saving clause. [This act] does not affect rights and duties that

matured, penalties that were incurred, or proceedings that were beqgun before (the effective date of this

act].

NEW SECTION. Section 5. Applicability. (1) [Sections 1 and 2] apply to all agricultural leases
made or renewed on or after [the effective date of this act].

{2} [Section 3] applies to all rentals due on or after [the effective date of this act].

NEW SECTION. Section 6. Effective date. [This act) is effective July 1, 1997,
-END-
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A BILL FOR AN ACT ENTITLED: "AN ACT REVISING THE METHOD OF DETERMINING THE BID DEPOSIT
FOR LEASING STATE GRAZING AND AGRICULTURAL LANDS; REVISING THE METHOD OF LEASING
STATE GRAZING AND AGRICULTURAL LANDS; REQUIRING CASH LEASING; ALLOWING FOR
REINSTATEMENT OF LEASES CANCELED FOR NONPAYMENT; AMENDING SECTIONS 77-8-203,
77-6-501, AND 77-6-506, MCA; AND PROV!IDING AN EFFECTIVE DATE AND AN APPLICABILITY DATE."

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

Section 1. Section 77-8-203, MCA, is amended to read:
"77-6-203. Bid deposit. (1) A person bidding for the lease of state lands shail deposit with the
department, as evidence of good faith, a certified check, cashier’'s check, or maney order in an amount

aqual to 20% of the total annual rental bid &

made-on-a-orep-oharo-basis 1 whichever i f.

(2) The department shail retain the depasit of the successful bidder, apply it on the rental for the

first year of the iease only, and return any balance of the deposit at the and of the first year to the
successful bidder. The department shall rsturn the deposits of the unsuccessful bona fide bidders. If the
department finds a bid has been submitted that is frivolous, forged, or a bad faith bid or a bid submitted
for purposes of harassment, the depoasit is forfeited. The departmant shall make a reasonable attempt to
notify the biddar in writing of the forfaiture and reasons therofes for the forfeiture.

(3) if the successiul bidder fails to axecuts the laass for any reason, kis the bidder’s deposit shal
be ig forfeited.

(4) The department shail credit all forfeited deposits to ths interest and income account of the

proper trust.”

Saction 2. Section 77-8-501, MCA, is amended to read:
"77-8-801. Agricultural leases. (1) As to agricultural lands, ail laases

== 1 H BT
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7  shere-+soRtale. Except as provided in subsections (2) through (4}, the rental is determined by multiplying
8 by 35% the most frequently reported per-acre cash rental, under similar circumstances, in the county as
9 reported by the Montana agricultural statistics service of the U.S. department of agricuiture,
10

11
12
13

14

15

16

17 The board may approve special cash rentals

18 . at rates other than the amount datermined under subsection (1):

19 {a) for high production cropg, including but not limited to potatoes and sugar beets; or

20 (b} for crops raquiring high production cost methods whenever tha methods produce a crop that
21  generates more income to the state. |

22 {3] The board may establish rental rates other than the rates getermined under subsection (1) if

23 there is evidence of a wide disparity in rental rates within the coun rovided that the board clearly states

24 the evidence indicating a wide dispari

25 4) The board may reduce th h rental per acre determined under subsection {1} within a count
26  during the vear if the county is lar isaster by the United State rtment of agriculture.”

27

23 Section 3. Section 77-6-508, MCA, is amended to read:

29 "77-6-506. Date when rental due -- penaity -- cancellation for nonpayment. {1) For a grazing

30 ieeses lease and for the grazing portion of leases a lease containing both agricultural and grazing land, and

Legisiative
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agriaditural-laases-not-based-on-a-erop-ahare; the grazing rental for the first yesr of the lease shaH must be
paid at or before the time of the execution of the lease:. hewever However, in the case of leases—which
take a lease that takes effect on and after October 1 and before the expiration of the coming February, both
the rental for the fractional year and for the next full year beginning March 1 she# must be paid and
collected at the tirhe ot issuing the léase. If the United States is the lessee of state lands for grazing

purposes, the rental shall-be is payable at the end of each year of the lease. The rental for each succeeding

vear on leases-heraafter a lease issued after [the effective date of this act], with the exception of leases

a leass whereiR in which the United States is the lessee, is due and payable before March 1. if the rental
is not paid befora March 1, a $25 penalty shail be imposed on the lessee. If the full rental and the $25
penalty are not paid by April 1, the entire laase is cancelad.

(2) For an agricuitural leases lease and for the agricultural portion of leasee a lease containing both

grazing and agricultural land,

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 an or beforea November 15 of the year of crop harvest, a3 §25 penalty shall be imposed on the
lessee. if the full rental and the $25 penalty are not paid on or before December 31 of the year in which
the crop is harvested, the entire leasa is canceied. The department may extend the deadiine in writing. If
the lessee does not make the rantal payment by the date of extension, the entire lease is canceled. Any
rental payment made after November 15 of the year in which the crop is harvested, including payment
made after an extension of the deadiine, must include the $25 penaity.

(3) For all state land leases and licenses other than those described in subsections (1) and (2}, the
departmant shail impose a $25 penalty for failure to make a rental paymant by any deadline established by
statute, rule, or in the lease or license.

(4) 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 penaity are not raceived by the final deadline. The

notice shall must ba sent to the lessee at the address given in the lease.
{5) Whaen a leasa is canceled under subsection {1) or (2), the department shall notify the lessee of

the cancellation by letter at the address given in the lease. Fhe-land-ie-ther-open-forlaace-to-appheants:
(6) The department may, within 30 days of cancellation under subsection {1) or {2}, reinstate a

canceled lease upon ment of the rental that is owin lus @ panalty not to exceed three times the

=
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annual rental. A penaity imposed under this subsection may not be less than $500,

2 {(7) _A canceled lease that is not reinstated must be made available for lease as provided in
3  77-6-202.
4 {8) The penalties collected pursuant to this section must be-deposited into the same trust account
5 as the rentals‘from the state land to which the penalties apply."
6
7 NEW SECTION. Section 4. Saving clause. [This act] does not affect rights and duties that
8  matured, pena[ties that waere incurred, or proceedings that were begun before [the effective date of this
9 actl
10
1 NEW SECTION. Section 5. Applicability. (1) [Sections 1 and 2] apply to all agricultural leases
12  made or renewed on or after [the effective date of this act].
13 (2) [Section 3] applies to all rentals due on or after [the effective date of this actl.
14
15 NEW SECTION. Section 6. Effective date. [This act] is affective July 1, 1997.
16 -END-
Gy .





