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Six Area Offices Statewide

1. Northwestern Land Office - Kalispell
Kalispell Unit, Libby Unit, Plains Unit, Stillwater Unit, Swan Unit

Southwestern Land Office - Missoula
Missoula Unit, Clearwater Unit, Anaconda Unit, Hamilton Unit

Central Land Office - Helena

Helena Unit, Bozeman Unit, Conrad Unit, Dillon Unit

Northeastern Land Office - Lewistown

Lewistown Unit, Glasgow Unit
Southern Land Office - Billings
Eastern Land Office - Miles City

Lewis & Clark County — Photo by Dan Dobler
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QUICK FACTS about Trust Lands for FY 2014

Total Trust Lands FTE

Total Surface Acres

Total Mineral Acres

Active Timber Sales

MMBF Timber Harvested
Tree Seedlings Planted
Agriculture & Grazing Leases
Commercial Leases

Active Residential Leases
Cabin Sites Sold at Auction
Oil & Gas Leases

Coal Leases

‘Other Mineral Leases, including Gravel
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!Ql:o division is divided into four primary programs: agriculture and grazing management, forest management, minerals management, and real

estate management. Staff and program specialists in Helena and Missoula provide program administration, direction, oversight, and support. Field
personnel throughout the state provide on-the-ground management. Additional program information can be found at the division’s website: www.dnrc.
mt.gov/trust/.

The department’s obligation is to obtain the greatest benefit for the school trusts pursuant to 77-1-202, MCA. The greatest monetary return must be
weighed against the long-term productivity of the land to ensure continued future returns to the trusts.

History

By the Enabling Act approved February 22, 1889, the Congress of the United States granted to the state of Montana, for Common Schools (K-12)
support, sections 16 and 36 in every township within the state. Some of these sections had been homesteaded, some were within the boundaries of Indian
reservations, and others had been disposed of before passage of the Enabling Act. Other lands were selected by the state in lieu of these lands. The
Enabling Act and subsequent acts also granted acreage for other educational and state institutions. The ten trust beneficiaries are as follows:

Common Schools (K-12) Public Buildings

The University of Montana Veterans Home

Montana State University—Morrill Grant School for the Deaf and Blind
Montana State University—Second Grant State Reform School (Pine Hills)

Montana Tech of The University of Montana
State Normal School (Montana State University
—Billings and The University of Montana—Western)

In FY 2007, approximately 2,600 acres were donated to the State of Montana for school trust land. This donation added acreage to the School for the Deaf
and Blind and created a trust for the Montana Developmental Center and the Montana State Hospital. Two other trusts have been created since then, Public
Land Navigable Rivers and Acquired Lands.

The total acreage (see Figure 1 and 2) has fluctuated through the years due to land sales and acquisitions. Surface acreage at the end of FY 2014 was
approximately 5.2 million acres and mineral acreage approximately 6.2 million acres. Mineral acreage exceeds surface acreage because the mineral estate
has been retained when lands were sold.
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FY 2014 Program Highlights

Agriculture and Grazing Management

The Agriculture and Grazing Management Bureau along with Area and Unit Office staff supervise the management and leasing of 4.7 million acres,
under approximately 9,000 agreements for crop and range land throughout the state.

Surface Leasing

The program is responsible for maintaining surface lease agreements. This section processed approximately 1,000 lease renewals; advertising,
competitively bidding, and issuing new leases; reviewing and processing assignments, subleases, pasturing agreements, custom farming agreements,
pledges, and mortgages. The program also collects, verifies, and posts rentals and fees.

Land Management

The program manages the agricultural and grazing resources. This responsibility includes evaluation and assessment of range and crop land condition;
administration of archaeological, paleontological, and historical properties on state trust land; investigations of lease noncompliance; participation

in the federal Farm Program; and oversight of water developments, water rights, and improvement projects such as range renovation and resource
development.

Agricultural and Grazing Lands

Currently, 2,800 agreements cover agricultural use of state trust
lands. Crops raised on these lands are primarily dry land hay and
small grains, but also include irrigated grain crops, corn, sugar / Grz o Revenu
beets, potatoes, peas, lentils, garbanzo beans, canola, safflower, AR AR
alfalfa seed, and native grass seed. FY 2010 - FY 2014

In FY 2014, revenues totaling $16,887,382 were received from

agricultural leasing on 575,000 acres. The majority of the leases e SA5T
are on a crop-share basis with the minimum share of 25% set L gio - -

by statute. In addition to receiving rental payments from lessees,

the state participates in and receives Farm Program payments 7 < _

from the U. S. Department of Agriculture (USDA) Farm Service _ $0 - ” =
Agency. For FY 2014, this amount exceeded $1.65 million for FY.2010 £Y 2011 B 2012 FY 2013 fuagie
direct payment contracts and lands enrolled in the Conservation = Agriculture  Grazing

Reserve Program (CRP).
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Recreational Use

Legally accessible state lands are open to recreational use by the public. Sportsmen who possess a current Conservation License are authorized to hunt
and fish on these lands. Through an agreement with the Department of Fish, Wildlife & Parks, two dollars from the sale of each conservation license is
paid to the trust beneficiaries to compensate for that use. Other recreational activities can be undertaken by purchasing a general or special recreational

use license.

In FY 2014, 444,647 conservation licenses were sold generating $889,294 in
gross revenue. A total of 5,844 general recreational use licenses were sold with
revenues of $60,196. Special recreational use licenses generated $151,902.

Forest Management

Each year, 56 foresters, scientists, and managers conduct several activities

to ensure the long-term sustainability of forested state trust lands. Annual
activities are aimed at generating income, monitoring and improving practices,
investing in future productivity of forested stands, and conserving an array of
resources. Revenue from these lands is derived mainly from the sale of forest
products. While the Department oversees less than 4% of the statewide forested
landscape, the program accounts for nearly 18% of Montana’s total timber
volume sold per year. Statute directs the Department to sell a consistent amount
of timber each year, which in turn provides a consistent revenue source for the
trust beneficiaries and a consistent source of material for the wood products
industry.

The forest management standards and philosophy are guided by the State Forest
Land Management Plan (SFLMP) and associated rules (2003) and the Montana
DNRC Forested State Trust Lands Habitat Conservation Plan (2011) and are
based on biodiversity, sustainability, and active management.

LICENSE Nmbc_mmo

WALK-IN ONLY |

Sweetgrass County — Photo by JONT Reddyi#
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Forest Improvement

The Forest Improvement Program uses fees
from harvested timber to improve the health,
productivity, and value of forested trust

lands. Use of these fees authorized by statute,
includes disposal of logging slash, reforestation,
acquiring access, maintaining roads necessary
for timber harvest, other treatments necessary
to improve the condition and income potential
of state forests, and compliance with other legal
requirements associated with timber harvest. In
FY 2014, the department collected $1,354,379 in
Forest Improvement fees, as shown in Table 2.

/ ....@.d.

L e N P >3
Table 1: Timber Sold Volume & Value by Area Office

Forest
Improvement
Fees

Volume Average Stumpage

Area Office (MBF) | Price ($/MBF) Value

CcLo 3,988 $158 $632,015 $32,656

Eastside (NELO, ELO, SLO) 6,495 5267 $1,733,578 $12,538

SWLO 16,957 $276 $4,681,963 $382,315

NWLO 33,966 $7,885,007 $848,428

: & P Statewide 61,406 $14,932,563 $1,275,937
. l‘s\' = g : .

by gcm Imwmm
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Minerals Management

The Minerals Management Bureau is responsible for
leasing, permitting, and managing approximately

5,301 oil and gas, metalliferous and non-metalliferous
minerals, coal, and sand and gravel agreements on
over 2.1 million acres of the available 6.2 million acres
of school trust land and approximately 5,632 acres of
other state-owned land throughout Montana. Figure

5 shows the FY 2014 mineral revenue by type and
percentage and Table 6 shows a summary of mineral
revenues by amount.

Oil and Gas Activity

In FY 2014, the bureau managed 5,160 total leases;
685 of which are currently productive. Hoﬁ.__.ﬁmmmm
issued are down 15.9%, but producing leases are

up 2.4%, compared to FY 2013. This reflects the
current industry trend to discontinue leases in more
speculative areas, while focusing development efforts|
in traditional oil producing areas, including the
Bakken formation in eastern Monta

Table 3

Mineral Production
FY 2013

FY 2014 royalty revenues Sﬁm_nn.HwWw&fu 231, up

. . FY 2014
9.5% over FY 2013, due to higher oil.prices. Rental £Y 2014

% Change  5-yr Average

Oil (barrels) 1,629,452 1,505,356 7.6% 1,459,776

. LY
mﬁ_ wmmcm%w@%m e mw_.%ﬁu. 54 mm\@ ™ Gas(mcft) 3525951 3,561,414 1.0% 4,241,814
<. - N ARCECRIS RS TICIR SOy WO, 1aCInreg Coal (tons) 4,849,607 4,465,582 -7.9% 4,304,572

$906,190 decrease in rentals offset by a $1,552
increase in bonus revenue, compared to FY 26

*mcf=thousand cubic feet

and gas production from state lands
Table 3. -

' -

Sheridan County — Photo by John Reddy
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Real Estate Management

The Real Estate Management Bureau administers activities on lands classified as “other” and all secondary activities on lands classified as m_.mmm:ww_:
agriculture, or timber. The sources of FY 2014 real estate management revenues are summarized in Table 6. Real estate activities include leasing,
licensing, granting of easements (rights-of-way), land sales through the Land Bank Program, acquisitions of land and land exchanges. The bureau also
manages non-trust land activity for other agencies.

i Table 4 .
 Land Sales .~ 4
o Land Sold by Trust - FY 2014 4l
In FY 2014, the Land Banking Program sold 4,093 acres

for.a total sales price of $1,626,602. Table 4 shows the
acres _;.w_E by trust, income, and rate of return. No land
! momaw*@o:m#en& closed in FY 2014. . Common Schools 4,093 $1,626,602 15 $7,240 0.45%

" ¢ o
W . .hqllﬁ 1 < ..f-.n

Residential Leasing e Rk e

# of Annual
Trust Acres Sales Price Parcels Income Return

-+

nlw F.v..'l.(. -

Cabin site revenue was at an all-time high of $2.2 million. In FY 2014 the
vaeancy rate fluctuated between 10.5% and 11.5%. Through the summer of
2014, public interest in leasing vacant cabin sites increased, however at the

} current rate of absorption it may take several years to return to historic rates of

less than 5-7% vacancy.

d

~ Figure 6 ==
Residential Leases/License Revenue

FY 2010 - FY 2014
FY 2010 FY 2011 FY 2012 FY 2013 FY 2014
T, e T 4 LR TN A

: ‘ - | {8 il L L0y
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Rights-of-Way/Easements

In FY 2014, the bureau processed 250 rights-of-
pplications (ROW), which were approved

by the Board of Land Commissioners. The

department continues to work with county

governments to complete historic applications for
county roads and rural cooperatives and other
utility companies for historic utility facilities.

Applications of note include approval for a
wastewater treatment facility in Seeley Lake;
a new fishing access site to the Department of
Fish, Wildlife and Parks-in Treasure County; and
a public trail easement in Gallatin County. In
addition, several counties applied for easements
dacross a majority of county road systems through
the historic right of way process.

i

reciprocal/easement exchange packages
~ 2014, while continuing to work on pr
“needs for timber related E.mﬁ S a
national forests and private lando
reciprocal/easement excha
completed ,Smw mw‘mwg _
177 m

UMD, - A . A L 7 m g ) ._ ey 2 B R Yy P A % >
Liberty County+Photo by John Reddy i P e SRR it O o (S R C Ry
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The Permanent Fund

The Enabling Act states that proceeds from the sale
and permanent disposition of any of the trust lands,
or part thereof, shall constitute permanent funds
for the support and maintenance of public schools
and the various state institutions for which the
lands had been granted. The Montana Constitution
provides that these permanent funds shall forever
remain inviolate, guaranteed by the state of
Montana against loss or diversion. These funds are
often referred to as “non-distributable.” Figure 7
shows the Permanent Fund balance over the last

15 years. The balance of the Permanent Fund was
$582,394,879 for FY 2014.

*The 2001 Legislature passed Sanate Bill 495, which authorized the department to
obtain a loan from the Coal Severance Tax Trust Fund and purchase mineral production
rights from the Commaon Schools Trust. The loan amount of $46.4 million was deposited
into the Common Schools Permanent Fund in lieu of future mineral royalties in FY 2002,
The loan was repaid during FY 2010, at which time the mineral royalties were deposited
into the permanent fund onece again.

Revenues

Figure 8 shows the Net Revenue Distributions for
the combined trusts over the last 10 years. It should
be noted that in FY 2010, the mineral royalties
identified in Senate Bill 495 were no longer
distributable, but placed in the permanent fund.
Also in FY 2010, a one-time only bonus payment of
$85.9 million was received on the Otter Creek coal
tracts on behalf of the Common Schools.
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School Facility and Technology Account

The 2009 Legislature approved HB 152, which eliminated the Technology Acquisition and Depreciation Account and replaced it with the School
Facility and Technology Account. This account contains certain revenues from the sale of timber on Common Schools’ land, as defined in 20-9-516,
) MCA. In FY 2014, the TLMD generated $3,077,979 from the sale of timber on Common Schools’ land (in excess of 18 million board feet (mmbf), and

$6,400 from a grazing lease and recreational use on the acquired land in the Potomac area. The School Facility and Technology Account is managed by
the Department of Commerce.

Summary - Gross Revenues

In addition to management activities on behalf of trust beneficiaries, the Trust Land Management Division generated other revenues and distributions
in FY 2014. The five-year summary presented in Table 6 shows gross revenues of more than $114 million for all division activities. Total gross revenues
generated by the division over the last five years are listed by activity in Table 6. This table contains not only trust revenues, but also those revenues
collected for other state entities, the General Fund, revenues generated to fund appropriations, and other miscellaneous revenues.

Revenues
(Guarantee Account)

Figure 9
Real Estate leases, Timber Sale , Forest ;
. . . % mprovemen —
Distribution of Revenues from }ww oa_w__nm _mmwa. Revenue R <
ineral leases
Common Schools Trust Land FY 2014 | .. pavments,
Recreational use, Y Y Y
Other Revenues Over 18 MMBF Forest e = .
School Facility & Improvement vmw_._MMM ”wm_.:n W.mr”m'o?ém@ A
Technology Account Account i Mineral Royalties,
_ Other
i A J
y Board of
Trust Investments’
Administration Administration v A
Account Costs
= Non-distributable
= 5% > Permanent Fund
95%
y Y
Distributable Invested by the

Board of
Investments

MONTANA DNRC | TRUST LANDS MANAGEMENT DIVISION | ANNUAL REPORT FY 2014



L0Z A4 LHOJIY TVNNNY | NOISIAIG LNIWIDVNYIN SONYT LSNYL| J¥Na YNVINOW | ZZ

828'8lv'viL § PoE‘v8r'SLL $ 0.6°16S°LLL $ 622°009°S01 $ CEECLV'LLL S SIv10olL
228'09v'ee £SL'LEV'ET B8E9'EVS'VE Loz'lze'ee LO0‘SEEET s|ejoL
LEO'SLL 8G2°Gl¢e €LLEEE €€60c¢ SLO'LLS senuanay 18yio
L18'S82'ee Sev'alz'ee G98'602've 7L2'00L'€E 986'€90'€2 1saseiu| Aoebe pue jsnip
8yio
0S0°LP0°LL 9/1°IGL'EL 1L8E'8Z0°6 LL8'Eve'8 6YS'2EL'L sjejol
220'eLS'y LBE'YOS'Y eLL'gse'y 7LO'CEY'V €LEZELL'Y sienly ejqebinen/sasea 0ipAH
969'88S LLS'SL 9/8'%9 FAVAE:} 99l'eg 18ylo
£9.'€6 6256 905'v6 #89°€6 68€'L0L uoneAlasuo)d
189°LES L 069'80€'L 91£'955'L Lgr'ese’t 1851811 [eldJawiio)
sesuaol/sasean 4yl
20g'goe'e ¥8£'9GL°C 2LE'8LE'L 2cc'al8’l 926'¥89'1L S8suaory/sasea’ |eljuapisay
989°'L66°} L1g2'819's 861°256 £/18'995 ¥12'29% sjuawased/Aem-jo-siybiy
uswabeueyy aelsy |eay
OvE'9LL'6E 6.9'c.8'8¢E 9.p'9v8'sy SSO°L8L LY 902°090°8LL sjeloL
7.S'CL 289°tL 2692 122'e gelert sanefoy
86E'LL €£00'91 6EL'LL PLS' P 958'82 seljjeuad/sjejuay
s|elaulpy 1BYI0
€9.'0EL'8 80€'€08'9 #20°'00%'L 120'L6v'8 £91'v86'v saljefoy
G2/L'SS GL.'BEQ'E GGS'LL SL0°L9 Ser'l16'68 sasnuog/siejusy
[eod
¥62'L¥6 1LS'676 L65'88L /28'8€E1L S09°181 sanfefoy
002 ov6‘e 00S 002 0 sasnuog/s|eiusy
s|esaul)y 21ebai66y
889'G 0€L'0L SLL'OL 0041 19€'} uoleioldx3 olwsivg
Le2'9e8’ e YEL' VY661 £€1'695'91 €15'G1E'SI £90'€€9'S 1 sanjefoy
L97'601'8 966'70S'L L21'266'02 ¥66°'EEL LI OLL'8LZL'LL saljjeuad/sasnuog/s|ejuay
Sa9NuUaAly sex) R |10
juawabeueyy sjesaulp
200'v0Z°LL 8EL'70S 0L £8Y'ELL L LEZ'96F 0L LS1LLpE'6 s|ejoL
BLE'PSE'L 81.'G29') 126’619t See'088’L LOE'96L'L se@a4 juswenoidul| 158104
£29'618'6 066'8/8'8 295°'65S'S 968'G19'8 0s8'v0'8 Se|eg Jaquuii]
jJuswabeueyy 158104
Z6E'L0L L L£0°680°L 020°L0L L LOL'EV0'L 0LEZ80°L sjejoL
206'LS1 09z'sel G29'vel LeL'LLL €8.'G0} Ssesliaol] es() Uolealoay [eloads
62688 8/£'668 969'2/8 962'8e8 9/0'668 S8SU82IT UoleAIaSUOD
96109 66E'79 669'€01L 0e.'/8 LS¥'e8 sesuall [eleusy
s |euolealoay
2ee's6'ee Lze'Les'le 2.6'868°€C 8sL'vIL'02 019°956°LL S|ejoL
28€'/88'91 £/G'885'L1 089'9€9'G1L 628'880'7 1 ggL'ely L1 seseaT ainnouby
ov8'L09'LL gr/.'8eg' 0L % 262'292'8 $ 62£'629'9 3 ¥88'€87'9 sesean Buizein
juawabeuepy Huizein) g ainynouby
P02 Ad €102 Ad A4 E] LLOZ A4 0LoZ Ad Ananoy
£31A11>Y Aq paleiauan anuUaAdY SS04D JO Alewwing IedA-9Al4
9 9jqelL




Revenue Distribution - Common Schools, Universities, and Other Trusts

The distribution of revenues generated from Common Schools trust land is illustrated in Figure 9. From the distributable receipts, a small percentage is
used to fund the Trust Administration Account (see Table 5). Ninety-five percent of the remaining distributable revenue is distributed yearly to the state
Guarantee Account for use by public schools of the state. The Permanent Fund comprises the other 5 percent, together with non-distributable revenue.
The interest earned on the Permanent Fund is also distributed to the Guarantee Account for use by public schools, with the exception of 5 percent, which
is returned to the Permanent Fund for reinvestment.

Distribution of Revenues from Common Schools Trust Lands FY 2014

Distribution of revenues to the university trusts and other trusts is similar to that of the Common Schools trust. The exception is the MSU-Morrill Grant,
whose administrative costs are funded by the General Fund (House Bill 19, 2007 legislature). For the University System trusts, timber sale revenues are
considered distributable. The Public Buildings trust does not have a permanent fund; therefore, remaining receipts are distributed to the Department of
Administration.

In addition to state trust land, the division manages some land for other agencies. Revenue generated from other agency land is transferred directly to the
appropriate state agency.
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