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Oregon Department of State Lands
Rangeland Grazing Advisory Committee Meeting
September 17, 2004

The River House
Bend, Oregon

Committee Members Present: John Lilly, DSL; John Tanaka; Joseph Flynn; Martin Andre;
Larry Larson; Tom Clemens; George Grier; Dan Nichols. Absent: Diana Oberbarnscheidt.
DSL staff present: Ann Hanué, John Lilly, Nancy Pustis and Randy Wiest.

Public Present: Chuck Hibner, Deputy Director, Audits Division, Oregon Secretary of State;

Bill Marlett, Executive Director, Oregon Natural Desert Association; and Mike VanMeter,
Capitol Press KLCC.

Welcome and Introductions

John Lilly opened the meeting. He advised committee members were selected as representatives
of their various interests. He asked each member to introduce himself or herself, First, Nancy
Pustis introduced herself. Nancy is the Eastern Region Manager for the Department of State
Lands and works in the Bend office.

Committee members:

Tom Clemens, Oregon Department of Revenue Property Tax Division. He is a manager of three
field offices in Pendleton, Bend and Eugene. He grew up on a ranci: in Burns and currently
works in Bend. He looks forward to working together to develop a process to simplify for future
uses.

- John Tanaka is currently a range economist with the Oregon State University with the
Agriculture Research Center in Union. He grew up in Ontario and has worked for OSU since
1985. He also served on the prior Grazing Fee Advisory Committee.

Joe Flynn is part of an old ranching family and is a state lessee. The family has resided in Plush
since 1935. They were sheepherders in the area from about 1902 to 1934 and now are in the
cattle business.

George Grier lives on a farm outside of Springfield. He was raised ona dairy farm on the east

coast and is a fifth generation farmer. He moved to Oregon about 30 years ago. He has farmed
in the Willamette Valley for about 15 years. He currently spends most of his time doing
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conservation project development and management for a land trust that serves Lane and Douglas
County.

Larry Larson is with the Rangeland Resource Department out of Oregon State University. He
has been in Oregon since 1984, and is housed in La Grande. He does research primarily on
rangeland weeds and water quality issues.

Martin Andre is from Arock, where he has lived for 26 years. He has a cattle ranch there and is
a state lessee,

Dan Nichols lives in Diamond, about 55 miles southeast of Burns. He attended Oregon State
University, where he met his wife. They leased a family ranch in Diamond and have expanded
the operation. They have been there 25 years. He also serves as Harney County Commissioner.

~Ann Hanus, DSL Director, introduced herself.

John Lilly had audience members introduce themselves.

Randy Wiest, Range Manager with DSL’s Eastern Region

Mike VanMeter Capitol Press KLCC

Chuck Hibner, Deputy Director, Audits Division, Oregon Secretary of State
Bill Marlett, Executive Director, Oregon Natural Desert Association

John Lilly is the Committee Chair. John is the Assistant Director, Policy and Planning Division,
for DSL. He attended Oregon State University and graduated with a B.S. in Forestry. He has
worked for the state of Oregon for a little more than 30 years. The last 14 years have been with
DSL and involved in issues relating to asset management, grazing fees, land management and
other issues.

Overview of Purpose of Committee

Ann distributed a Committee charter to provide clarity and aireciion {see attachment). The lands
primarily involved are Common School Fund rangelands in eastern Oregon. Most of these lands
are in Lake, Harney and Malheur Counties. The lands date back to the statehood grant for school
lands. During this time, the United States was land rich and cash poor and to help fund schools
the founding fathers gave any new state from Ohio west anywhere from 1 to 4 sections out of
every township to be set aside for the benefit of schools. Oregon received sections 16 and 36
from each township. This has some historic origin from England. After Henry VIII became
head of the Church of England, he took over the monastery and church lands and provided some
of those lands to schools. The lands DSL manages for the Common School Fund are linked
through the Oregon Constitution. There are about 600,000 acres in eastern Oregon.

The Committee’s charge is to 1) review the Secretary of State’s Audit Report; 2) analyze
whether the current rate reflects at least the fair market value rental rate; and 3) make
recommendations to Director Hanus and the State Land Board regarding whether the current
grazing fee formula generates a fair market value for the Commeon School Fund.



Ann reviewed DSL’s responsibilities to ensure the best use and best fiduciary management to
matntain the lands for the Common School Fund over the long term. The Common School Fund
was established as a permanent trust fund for schools. There is a trust principle that must be
considered, not just today’s generation of school children but for their kids and grandkids in the
future.

She noted John Lilly, as the Committee’s Chair, is to handle meeting logistics and to ensure
meetings are orderly, meaningful and stay on schedule. He will work to ensure all members
have opportunity to participate. John will be working closely with Nancy Pustis and Randy
Wiest. She also advised one member, Diana Oberbarnscheidt, was unable to attend due to a
conflicting responsibility. Randy and Nancy will update Diana on this first meeting. The
meetings will all be conducted as public meetings and the records and minutes will be public.
DSL will provide staffing. She said if members cannot attend they may send an alternate to
observe or speak but allernates will not be members of the committee. She said she hopes
decisions will be made through consensus. She also hopes to receive a recommendation from the
Committee by June 2005. Ann expressed regrets at needing to leave the meeting to attend to
other commitments in the Salem area.

John pointed out that materials were distributed to Committee members in preparation for their
work. He also placed copies of the materials on the table. DSL staff created maps illustrating
where the lands primarily used for grazing are located in eastern Oregon. All the grazing leases
are identified. He noted the maps are “works in progress” and therefore suggestions and edits
are welcome.

Overview of Secretary of State’s Audit on Grazing Fee

John introduced Chuck Hibner, Audits Division. Chuck thanked the Committee for the
opportunity to come and discuss the report. He also wished the Committee luck in undertaking
the task before them and offered to provide any assistance to help the process. He provided
some general backgre.:nd information on the Secretary of State’s Audits Division. The DSL
audit was for performance—economy efficiency and program. The audit topic was derived from
a general statewide look at utilization of state-owned real property. DSL is a primary land owner
and land manager in the State. ODOT, Forestry and Parks were also part of the survey. The
Audits Division found that the rangelands held a lot of promise and embarked on an audit.

The purpose of the audit was to determine if the State Land Board through the Department of
State Lands 1s maximizing long term income generated by its rangeland assets with proceeds
going to the Common School Fund. He said he would be speaking exclusively to the rangeland
grazing fees. It is one of the smaller parts of the whole audit.

These lands were part of the original land grant and carry a trust obligation and a fiduciary
responsibility for the Land Board to manage to maximize the long term income for the Common
School Fund. The trust obligation and two attorney general opinions formed the foundation for



the audit opinion that the Land Board should be obtaining full market value for the rental of the
trust lands.

He reviewed sections of the report dealing with the grazing fees. He said the Division felt that
market rates were not obtained. The Division recommended full market rates be obtained and
regularly review the grazing fee formula. The Division does understand and considered such
factors as economic development and risk sharing and need for government subsidies. The
Division came back to the overarching principle of maximizing the Common School Fund.

Larry asked how full market value is determined. Chuck explained that the auditors estimated
market value based on a range of values of $35-50 per acre and analyzed and compared to
historic data from last two land sales. In the last two sales some values were around $100 per
acre. The $35-50 came from a DSL study and was a conservative value studied by the auditors.
Larry asked if it was an average over the state, and Chuck confirmed it was an average.

A member asked how Audits reached the conclusion the lands could garner more per acre.
Chuck didn’t have specifics on the value but said it came from a prior analysis. He said he could
obtain the analysis for the Committee.

John asked Chuck to discuss the USDA statistics and efforts to draw comparability between state
grazing and types of grazing lands identified in the statistics. Chuck said the USDA statistics
were used when the auditors were trying to find a reasonable source for fair market rates. They
felt the rates were comparable.

Joe asked how the USDA survey was done. Chuck wasn’t certain on the specifics but believes it
1s a monthly survey. He did not know if it was random. Joe asked if there were any verifiable
facts that it was a true number. Chuck said he wasn’t the best person to defend USDA’s method;
however, the auditors felt comfortable with the explanation. Chuck said he suspected fact-
checking and statistical sampling was included in the survey but did not know how much. He
felt very comfortable with the approach and the validity. He suggested inviting the USDA
employee to discuss methodology for reaching those numbers..

Joe said he had facts and figures that do not correspond with those statistics.

Tom asked if the Committee needed to be concerned with the value of the property. He said it is
an issue because the goal is to determine fair market rental value. He said he might not be
concerned with what the property would sell for but what it would lease for. Another member
also asked if the Committee should consider sales or should instead focus just on the grazing fee
formula.

John advised that the group will be determining if they want to address whether or not land value
should impact the lease rental. This first meeting is more for exploration. John said disposition
of lands or short term management of the lands is not within the realm of the Committee. But
the extent that the grazing fee may be connected to the value of the land could be pertinent.

Dan said land value is a factor in the private sector for private leases.



John asked Chuck if the USDA survey asked if the respondents subjected their lands to
competitive bid. Chuck said he did not know but could ask the appropriate auditors. John said
he hoped to bring the USDA staff in to a meeting to discuss the details of the survey.

A committee member asked about the state losing money over four vears. Chuck said
indications from another consultant’s study showed that the lands were not showing a profit prior
to that period. Over the four years studied, the loss was attributed to a simple disparity in income
versus expenses. He did not know what other factors could have contributed. Members
suggested fire suppression expenses may have been a factor. Chuck said those expenses could
not be captured for two of those years.

Dan said funds are dispersed twice a year to the schools. He asked: If they were only dispersed
once a year, would there be a gain in interest earnings? Chuck said this was not looked at but
could be an interesting audit. John advised the distribution requirement was established in
statute. John said the idea of making the change would be shared with Director Hanus.

Martin asked about the audit report findings on decisions regarding leaseholders. There is a
statement that automatic renewal limits demand for grazing leases and potentially reduces fees
collected. Chuck said this may come into play with competitive bidding because the leases are
“locked up” for many years instead of on short term. Chuck said looking at USDA, BLM, Idaho
and Washington rates suggested the rate was lower for the grazing rangelands. Chuck also
suggested an economist might provide insight into bidding and financial cycles. Joe commented
that people leasing blocks of land will often lease it cheaper and for a longer time if the lessee
has to take care of it. Members suggested if leases were done at current market value with
private leases that would be competitive.

John pointed out the auditor said the current rate did not look comparable to market rate based on
the USDA statistics. But the auditors did not scrutinize the current formula. Chuck agreed with
this. John asked hypothetically if the state formula had been within the 70 percent range of the
USDA rate, would the auditors have had the same position about competitive bidding? Chuck
said competitive bidding is not necessarily the answer but is cornme.siy inought of as a way to
get to competitive rates. If the formula mirrored or achieved the same results, it might be
acceptable.

John advised that at the next meeting the Committee will take an in depth look at the current fee
formula. Today’s meeting will set the ground work for future discussions. John thanked Chuck
for participating in the meeting.

Larry asked if the State Land Board and DSL were also responsible for maintaining the
infrastructure of the state school systems. If the rates were raised too high and lost agricultural
community interest (i.e., lost grazing lessees), that would negatively impact the rural schools. Is
the school system part of the responsibility or is it purely monetary? John said it was a difficult
question, but the primary purpose is to take care of the Common School Fund Trust which is for
the school kids of today and the future. The Department must lease for fair market value to meet
trust management principles. This may appear as if it is contrary to the community’s health in



some cases. The Land Board will be considering community interest and stability; however,
their primary focus by law is unswerving devotion to the beneficiaries of the Trust. Sometimes
the beneficiaries’ interests may differ from the community’s. John Tanaka noted the previous
Committee decided competitive bidding may help in the short term but may not in the long term.

John said the current rangeland administrative rules have lessees operating under contracts that
are mostly long term, some 20 years with 20 year right of renewal. Other lessees operate with 15
years and with a right to renew for another 15 years. Competitive bidding 1s used if a piece of
land is not being leased. The current 1ssue is to study the grazing fee formula and determine if it
is appropriate to gain fair market value.

George referred to the Asset Management Plan. He said other benefits can be considered besides
financial, but financial is the primary benefit. There are issues of what happens when a family
cannot maintain a farm and the livelihood is lost and the family is impacted. John Tanaka said
there are somerelated studies on the decline of the number of agricultural families in an area and
the impacts on the remaining families and the changes in the costs of doing business. George
said he felt considerations cannot be strictly economical despite the Common School Fund
responsibilities. There are considerations, he said, because of the nature of land issues.

A committee member stressed the volatility of the cattle market and emphasized that the last few
years have been good.

John said in past discussions about the fee, a critical understanding reached was the product the
lessees were producing. He said the Department’s understanding is that lessees are cow-calf
operations. He said if the operations had changed, the Committee needed to know about that
change. The Committee will need to ask the USDA representatives about the businesses of those
surveyed.

George asked if there was any hunting on the properties. John said there may be some guided
hunting occurring, but DSL does not receive any fees for that activity. Nancy said guiding
hunting could be a source of revenue, but DSL does not know the extent of the activity. She

not< ifiat all DSL lands are public lands and with few restrictions placed upon them for
recreation use. :

Public Comment

John mvited audience members to speak to the Committee before the lunch period.

Bill Marlett said his organization has had a long-standing interest in the State Lands grazing
program since as early as 1982, He said that during the Barbara Roberts administration, the
Land Board opened the up the rangeland rules but that was overturned by Governor Kitzhaber.

. The organization still feels in some situations competitive bidding is the best protocol for the
Land Board to meet its fiduciary responsibilities to the Common School Fund. He said he
believes that without competitive bidding there is not a way to determine fair market value. It is
just a best guess by using statistics and comparisons. He expressed concern about DSL taking



into consideration other issues such as weed eradication. Some consideration should be given to
restoration costs, which may not be currently given consideration in the audit process. He is also
concerned there may be some attempt to suppress expense at the state level in order to make the
books look better than they actually are. He also suggested taking a hard look at land auctions to
dispose of some lands with high overhead and low return.

Tom suggested a current lease statement would indicate market value. Bill said he was just
parroting what he had heard from an economist and he is not an expert on competitive bidding or
fair market value. Bill said there is also a question of what if the rate is fair market value but the
program is still losing money—then what? Does that satisfy Trust responsibilities?

Overview of the Department’s Rangeland Management Program

John provided a brief history of the original lands in the Trust. He advised that there are about
640,000 acres of rangelands, primarily in southeast Oregon. There are about 130,000 acres of
forest lands. The largest block of forest lands (about 86,000 acres) is in the Elliot State Forest
between Roseburg and Coos Bay. There are also forest acres in the Klamath County and the
Clatsop-Tillamook forest in northwest Oregon. Other counties also have some forest acres. The
ownership pattern no longer looks like the original 16 and 36. The change resulted from the
1965 Land Board decision under Governor Tom McCall to manage the land and consolidate
ownership. For 30 years, the DSL staff worked with BLM on a land exchange program to block
up state lands. That 1s why large blocks, such as the Owyhee, Stockade, outside Burns and
Wagontire, north of Lakeview, now exist. Other states have more traditional checkerboard state
land patterns. John also advised DSL is in the process of beginning to revise the Asset
Management Plan,

Nancy Pustis gave an overview of the current rangeland management program. She utilized the
map to indicate how lands are either blocks or isolated parcels. She said plans are drawn up to
manage and monitor the blocks. Lands most recently leased are for 15 years with a right of
renewal for another 15 years. Some older leases are still for 20 years. DSL has 146 leases.
There are 66,000 AUMs. For the AUMs, $288,000 was generated. Billings are sent out
annually for the leases. The fee calculation changes annually. The calculation is based on the
average weighted calf price of the previous 12 months. The rating is from October through
September of the previous year, The administrative rule identifies the fee formula,

She advised Randy is the only rangeland manager for DSL; he has statewide responsibilities for
the rangelands. In the last couple of years, DSL has hired a seasonal workforce to conduct
rangeland analysis work. This year, there were two range technicians and an archaeologist. The
range techs’ primary responsibility has been to work with Randy for the rangeland analysis. The
archaeologist is doing site reviews for all of the range improvement work in areas where the
ground will be disturbed. These positions are limited to six months. The goal is to have an
operating plan on each large land block, and to incorporate some of the smaller blocks. Some
plans are informal, and some are formal written plans. Randy works closely with the lessees.
The seasonal crew has been out to monitor some of the lands. This involves lease compliance as



well as utilization. Randy reported approximately 90-95% of the block arcas were reviewed for
plans last year. At least 70-75% 1s anticipated this year.

The office has partnered to do weed management of noxious weeds on state lands. DSL has
weed management plans in Lake, Wallowa and Harney Counties and in Jordan Valley areas.

Randy discussed projects for improvement. He described the improvement fund and distributed
an information sheet. In many cases, DSL is buying the materials and the lessees are doing the
work, e.g., buying fence materials and the lessee installs the fence. Three rangeland drills are
loaned out to do seed work on state lands. He clarified that 12.5% of grazing fees are allocated
to improvements. He explained how the aid is distributed. It is largely distributed as needed and
justified and program-wide.

John explained how the grazing fees accounting works.

Randy discussed some of the noxious weed programs. He said some of the money has come out
of the improvement funds. He said the test plots have had excellent results. Members asked if it
was up to lessees to monitor noxious weeds and how that was monitored. Randy said it is
difficult to get state grants, but there have been efforts. Nancy said they have worked with
ODFW and ODA and others to get grants through, but the state is often excluded. DSL has
partnered with ODFW for certain projects. The permitees are not financially responsible for
noxious weed management, but they are responsible for noxious weeds. This responsibility can
just be reporting the noxious weeds to DSL or for working with DSL to resolve the weed issue.

John noted more than 12.5% of the annual revenue may be put into improvements during the
2005-07 biennium. Some will be used on weed problems.

Randy discussed the protocol for rangeland analysis. He said it was developed in 2002 using the
Natural Resource Conservation Service. It is designed to assess large tracts of land as accurately
and precisely as possible. About 38,000 acres were done in 2002. He said they have used work
groups to address issues. Randy also discussed some juniper control efforts.

John distributed lists of block leases holds and of the smaller isolated tracts. He also distributed
the forage lease form (contract). Not all lessees are under this form. Some have much longer
contracts and are under different lease contracts.

The group discussed who would be the press contact for the Committee. The Committee agreed
John should be the press contact. John also advised Monte Turner is the communications
coordinator for DSL and may also field some calls and forward to John as appropriate. John said
his assistant in Salem is Nicole Kielsmeier.

John asked if the Committee might want to solicit public input after they have decided on
tentative recommendations. Members suggested it was worthwhile once there was a draft or
mformation to share. They also asked about how the information was distributed and interested
parties identified. John explained how mailing lists are maintained and how a press release
would be done. A change to the formula would also require a change to the Oregon



Administrative Rule. This would require approval through Land Board. At the Land Board
meeting and in the administrative rule process, there would be opportunity for the public to
comment. Committee agreed to reach that decision at a future meeting.

A summary of the meeting will be posted on the website and distributed upon request. A press
release and public notice will be given prior to meetings.

A member asked if the state would have any control over the land if it was sold, as suggested in
the audit. John explained it would be converting the asset in the investment portfolio from a land
to monetary asset. He explained 1t would be possible to invest the monies into another property.

Next Meeting

John advised the next meeting agenda would include an in-depth review of the grazing fee
formula; a presentation by USDA about their survey; and a report of comparisons of what other
states are doing.

The meeting was tentatively set for Friday, November 19, 2004 at the Riverhouse in Bend

starting at 10:00 AM. George suggested having one meeting in Burns, and John was favorable to
that idea. He also suggested a future meeting could be held in Lakeview.

Final Comments

Joe made final comments regarding range rates. On non-irrigated land he has a lease with a
timber company. He pays a lump sum whether or not grass is there and has an obligation to keep
up fences. They have been with the company for 70 years. He discussed the AUMs on this and
another property leased. He wanted to comment on state land blocks. Prior to 1980, they had
lots of these but were used in exchange for the block in 1982. He cited revenues in 1979, 1980
and 1981 that demonstrated that the state increased their revenue by blocking their lands. He
said he thinks the public should know that this has been advantageous to the pubiic.

K:\Poliey\C_Nicole\Grazing Committee\Meeting Notes 081704 .doc



Press Release Page 1 of 2

04-034

September 7, 2004

For more information?

Monte Turner
503/378-3805 ext. 247

State Lands Rangeland
Grazing Fee Advisory Committee
members named

First meeting scheduled September 17 in Bend

Department of State Lands Director Ann Hanus has named eight members of a Rangeland Grazing Fee
Advisory Committee that will review fees charged for approximately 638,000 acres of rangeland in
southeastern and central Oregon.

The first meeting of the committee will be held Friday, September 17, in Bend. The meeting begins at 10 a.m.
at the Riverhouse Resort, 3075 N. Business 97 in the Middle and South Sisters rooms.

An audit from the Secretary of State’s Audits Division released earlier this year recommended that DSL review
the formula used to estabiish grazing fees at least every three years. Committee members will provide
recommendations to Hanus and the State Land Board regarding whether the current formula generates fair
market value, Hanus said. She said she expects the committee to make recommendations by next summer. If
the committee recommends changes, the agency would conduct a public rulemaking process, which includes
public meetings and final approval by the State Land Board.

Members of the committee and the interests or expertise they represent include:

» Agricultural economist, John Tanaka, Union, OSU Department of Agricultural and Resource
Economics. Tanaka halds a PhD in range science from Utah State University. He recently was elected
as 2nd vice president of the intemational Society for Range Management.

¢ Rangeland scientist, Larry Larson, LaGrande, professor of range ecology, Q84U Department of
Rangeland Resources. Larsen has a PhD in range ecology from Colorado State University.
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e Rangeland lessees:

e Martin Andre, Andre Ranches, Arock. Andre has been a rancher in Matheur County for
26 years. He has served on the Soil & Water Conservation District board for four years.

» Joseph Flynn, Joe Flynn Ranch, Plush. Flynn's family has ranched in Lake County
since 1905. Flynn has served on Bureau of Land Management and Lake County
grazing advisory boards.

s Public interests:

* Tom Clemens, Bend, Oregon Department of Revenue, Property Tax Division Eastern
Oregon Regional Manager. The Department of Revenue field offices Clemens
supervises review farm values, which include lease data. Clemens, who grew up in
Burns on a ranch, holds a real estate broker’s license and is a registered appraiser.

e George Grier, Springfield, project manager, McKenzie River Trust. Grier manages
conservation projects in Lane and Douglas counties. From 1973-1985, he owned and
managed a 450-acre farm, and from 1984-2000, he worked as a financial consultant.
He currently is a member of the Lane County Farm Bureau board.

¢ Local government, Dan Nichols, Diamond, Harney County commissioner. Nichols has served as a
commissioner for eight years and has been a rancher for the past 25 years, He has been a member of
the Oregon Farm Bureau state board as well as the Oregon ASCS State Committee.

e Education beneficiary, Diana Oberbarnscheidt, Bend, president, Oregon PTA. Oberbarnscheidt served
on DSL’s range management plan committee |ast year, which reviewed plans for parcels of
southeastern Oregon rangeland. She has been a member of the Oregon PTA State Board for 11 years
and participated in several QOregon State Department of Education committees.

DSL Assistant Director John Lilly will chair the committee.

To receive agendas for meetings of the advisory committee, contact Nicole Kielsmeier, Depantment of State
Lands, Policy & Planning Division, 775 Summer St. NE, Suite 100, Salem, OR 97301-1279. She also may be
reached at (503) 378-3805 ext. 239 or e-mail: Nicole Kielsmeier@dsl.state.or.us.

The state-owned rangelands are the largest block of 1and remaining from a grant of land by the U.S. Congress
to support schools when Oregon became a state. The Oregon Constitution dedicated the school lands and
their mineral, timber and other resources to the Common School Fund. Twice a year, the State Land Boeard
distributes investment earnings from the fund to counties for school use.

#H DSL ##

[Back]
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Oregon Department of State Lands
Grazing Fee Advisory Committee Meeting
September 17, 2004
10 AM.to3P.M.

South and Middie Sisters Meeting Rooms, Riverhouse

Bend, Oregon

10 AM.
Welcome/Opening Comments John Lilly, Assistant Director, Chair
Introduction of Committee Members Committee Members
Overview of Purpose of Committee Ann Hanus, Director
Committee Discussion/Questions |
Overview of Secretary of State’s Charles Hibner,
Audit on Grazing Fee Deputy State Auditor, Audits Division
Committee Discussion/Questions
12:00 P.M.

Lunch {(provided)

12:30 P.M.
Public Comment
Overview of the Department’s Steve Purchase, Assistant Director
Rangeland Management Program Nancy Pustis, Manager, Eastern Region

Randy Wiest, Rangeland Manager

Committee Operating Procedures

What's Next?
* Questions to be answered
« Information needed
* Next Meeting Date: November 19?
* Next meeting location ?

K:\Policy\John\2004 Grazing Fee Adv Comm\grazing fee adv comm agenda Sept 2004.doc
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Oregon
5| Department

of State Lands

Director’s Grazing Fee Advisory Committee
2004-2005

Charter

Background: The Department of State Lands (DSL) manages about 640,000 acres of
rangeland in Southeastern Oregon primarily in Lake, Harney and Malheur Counties. The lands
are considered to be assets of the Common School Fund, a fund established at statehood to
provide financial support for Oregon’s public K-12 schools. The State Land Board (Board),
consisting of the Governor, the Secretary of State and the State Treasurer, are the trustees of
the Fund and direct the policies of the Department. Much of the land is leased for grazing.
There are about 146 lessees each operating under contract with the Department and annually
paying fees based upon the carrying capacity of the leasehold and a formula adopted by the
Board and impiemented by the Department. The last fee formula change was in 1995; the fee
itself is adjusted annually in accordance with the provisions of the formula.

In 2004 the State’s Audits Division released an audit of the Department’s rangeland
management program and observed that the grazing fee had not been periodically reviewed
as required by the Board’s rules. In addition the Audits Division recommended that the fee be
increased to approximate rates reported by the USDA paid by lessees for the use of private
non-irrigated grazing lands.

Grazing Fee Formuia Review: The Director of the DSL determined that the fee formula s
in need of review. An advisory committee, representing various interests (the DSL, lessees,
rangeland economist, rangeland scientist, local government official, public interests and school
beneficiary), has been appointed. The Director is seeking recommendations from the advisory
committee regarding the existing grazing fee formula. The Director will review the
recommendations and report them to the Land Board along with the Department’s
recommendations for action. No new formula or fee for forage use of rangelands will be
imposed until the Land Board has approved a change in the current formula.

Principles: The Grazing Fee Advisory Committee, in deliberating over its tasks, must adhere
to the following principles within its recommendations:
1. The Land Board and Department of State Lands must obtain fair market vaiue from the
use of Common School Fund trust lands in order to meet fiduciary responsibilities; and
2. The Common School Fund trust lands must be managed to conserve the productivity
and sustainability of the lands for the Common School Fund over the long term.
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The Grazing Fee Advisory Committee’s Tasks: The Committee, chaired by the
Department’s Assistant Director for Policy and Planning will:
1. Review the audit report findings as to the grazing fee;
2. Analyze whether the current rate reflects at least a fair market value rental rate; and
3. Make recommendations to the Director concerning the fee formula

Commiittee Operations:
1. The Chair will ensure that:

¢ Meetings are orderly, meaningful and stay on schedule;

« All members have an equal opportunity to participate in discussions and
deliberations;

+ Meetings are scheduled to meet the time commitments of as many members as
possible; and

« The committee discusses work assignments and future agendas.

The Chair is expected to fully participate in discussions.

2. All committee meetings will be conducted as public meetings. Recordings of the
meetings will be kept as well as a meeting summary. All work products will be treated
as public records.

3. The advisory committee will be supported in its work by the staff of the DSL. The
advisory committee may seek advice of outside experts.

4. In the event a member is unable to attend a meeting, an alternate may be sent to
monitor the discussion and report meeting results to the absent member but not
participate in consensus discussions.

5. Committee decisions will be made by consensus. Consensus means that a member can
“live with” the recommendation or decision and that the decision is, at a minimum, not
inconsistent with the member's interests. When consensus is reached, it usually means

‘members will not work to block the recommendation or decision.

Schedule: The Committee is expected to complete its work no later than June 2005 and
provide its report to the Land Board in August 2005.

K:\Policy\John\2004 Grazing Fee Adv Comm\Grazing Fee Adv Comm Charter.doc



4 ‘ ire On ‘ Department of State Lands
it 775 Sumnmer Street NE, Suite 100

) Salem, OR $7301-127
Theodore R. Kulongoski, Gevernor (503) 578-3805
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TO: James Pitis
Performance Audit Administrator . Bill Bradbury
Secretary of State

FROM: Ann Hanus WW

Randall Edwards
SUBJECT: Agency Response to Draft Rangeland Audit Report and State Treasurer
Recommendations : -

By means of this memorandum, we are responding to the draft "Audit Report:
Oregon State Land Board Rangeland Revenue for the Cormmon School Fund Fiscal
Years 1998 to 2002.” We have carefully read this report and generally concur with
the recommendations of the auditors. Specifically,.we are in compiete agreement
that: ' '

= The grazing fee formula and factors comprising that formula should be reviewad
at least once every three years, and
» Ifrangelands are retained, we should determine the resources needed to protect

the asset.

Also, we generally agree that it is appropriate to sell selected, isolated rangeland
parcels and/or exchange selected parcels of rangeland for better performing assets.

Our only major concerns are directed toward:

* The relevance/utility, if any, of comparing the average annual fee reported by the -
U.S. Department of Agricuiture (USDA) for grazing on privately-owned, non-
irrigated land in Oregon to the fee charged by DSL, and

= The recommendation that we obtain market rates for leases either by reinstating
competitive bidding for rangeland leases or increasing grazing fees.

These concerns aside, we believe that, aithough selling or exchanging poorly
performing rangeland parcels for better performing assets is prudent, doing so will
neither be easy nor without an as-yet-undetermined cost. Among the practical
considerations we have identified are:

« A market may not exist for many of the parcels selected for sale or exchange.
» The cost to conduct rangeland sales may exceed the cost of continuing to
manage the parcels. :
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James Piits
February 13, 2004
Page 2 of 2

« Additional staff and other resources may be needed to rapidly initiate and sustain
& sales progtam.

- Despite the apparent low annual return frem these lands, a careful, well-
considered evaiuation of the future value/use/appreciation needs to be done
before embarking on a wholesale land disposal effort.

Additionally, although we agree that rangeland has not been a major source of
revenue to the Common School Fund, it nevertheless has been a relatively

constant/dependab[e producer.

We want to thank the Audits Division for the thorough job it has done concerning this
review. In the following attachment to this memorandum, we have addressed the
above mentioned concerns and factors relevant to carrying out the :
recommendations made.

Please contact me if you have any questions, or require more information.



DISCUSSION OF DRAFT AUDIT REPORT

| DSL Audit Concerns.

In general, we believe that the conclusions of the audit report are theoretically
correct. However, we believe they need to be tempered by several practical
considerations:

If the decision is made to sell much, if not all of the rangeland, at what rate could
the market absorb this acreage?

Would the cost to conduct the sale of a rangeland exceed the cost of continuing
to manage it?

What additional staff and other resources would DSL require to rapidly initiate a
sales program?

Despite the apparent low annual return from these lands, a careful, well-
considered evaluation of the future value/use/appreciation needs to be done
before embarking on a wholesale land disposal effort.

Unsold rangeland parcels would still cost money to manage. Since we are at
minimal staffing levels (one rangeland specialist), there would be fixed costs that
would continue.

Since we recently hired an Eastern Oregon Property Manager, we are only
beginning to explore other sources of revenue from these lands.

“After reading the Secretary of State’s audit report, Department of State Lands’ staff
researched rangeland rental rates and performance. Based on this effort, we
concluded: '

A number of methods are available to attempt to determine the performance of
rangeland as an asset. However, considerable controversy exists concerning the
appropriateness of most of these methods or what iz considered an acceptable
rate of return for this type of asset. Typically, the leasing of rangeland yields
returns that are low when compared to standard real estate investment returns,
DSL’s rangelands have proven to be a reliable source of revenue.

For some time, the Land Board has realized that rangeland does not always
generate positive net operating revenue. As stated in DSL's 1995 Asset
Management Plan: -

“The Board recognizes that the potential for a positive net operating income

(NOI) from the leasing of rangelands for grazing is uniikely in the short term given
current management costs, lease rates and cattle prices. It also recognizes the
integral relationship many of the leaseholds have to lessees’ deeded land and to
BLM grazing allotments for cattle ranching operations in southeastern Oregon.”



» A comparison of the rental received from leasing a tract of publicly-owned land to
one that is privately-owned is subject to criticism unless the parcels have similar
vegetative characteristics and the services offered by the lessor are identical.

+ The use of United States Department of Agriculture (USDA) annual data
“Monthly Least Rates For Private Non-lrrigated Grazing Land” for comparative
purposes may be indicative, but is not a reliable measure of what private
landowners are receiving for rent due io the weaknesses of the USDA data as
explained below.

| Audits Division Observations

Before addressing each of the four recommendations, we believe it is useful to
briefly discuss two major observations the auditors use to support their
recommendations.

Observation #1:
The grazing fee charged by DSL is low when compared to that received by the
owners of privately-owned, non-irrigated grazing land in Oregon.

In the audit report DSL's rangeland rental fee (which in 2002 was $4.52) is
compared to the average grazing fee for privately-owned, non-irrigated grazing land
in Oregon in 2002 as determined by an annual USDA survey. The auditors contend
that the rent received by DSL for the use of its rangeland (which is non-irrigated) is
substantially lower than that reported in the annual USDA study. Consequently, it
appears to the auditors that DSL is undercharging for the use of its rangeland.

Based on numerous conversations DSL staff has had with USDA analysts, we have
determined that the USDA data are not a valid indicator of whether the forage fee
charged by the agency is appropriate.

The USDA data are based on the answers given by respondents to four questions
(#3, 13, 14 and 15, Section 1) contained in an annuai survey entitled “Cattle Report”
conducted by that agency. These guestions are:

(# 3) Total catile and calves on hand January 17

(#13) Were any cattle or calves reported on the total acres operated?

(#14) Which of the following is the mast commonly used method of charging far grazing on
privately-owned, non-irrigated grazing land in your area?
« Per head per month?
= Peranimal unit month (AUM)?
+ Per cow with nursing calf per month?
What was the average charge for this method in your area during 20027

(#15) During 2002, did this operation pay a fee to graze cattle on privately-owned, non-
irrigated land using either a per head per month, per animal per unit month, or per
cow with nursing calf per month method?



Question 14 only asks the respondent his/her opinion of “what was the average
charge (to graze cattle on privately-owned, non-irrigated land) in your area during
(the past year)?” This is similar to asking various landlords: “What do you think the
average rent is for a two bedroom apartment in Salem?” The answers given in both
instances are a matter of opinion, and are not based on either specific documented
reports or necessarily on first hand knowledge of all the market (that is, as a private
land lessee or lessor). Furthermore, there is no objective, independent method to
verify the USDA’s grazing lease fee information. Some of the information is
confidential.

Questions Asked by DSL of USDA Analysts

We focused our research in the four counties where DSL leases the most rangeland:
Harney, Klamath, Lake and Malheur (as indicated in the following table):

DSL Rangeland: Leases & AUMs

County Acres of Rangeland AUMs on AUMs on
“Blocked” Parcels “Isolated” Parcels
Leased Unleased
Baker 2,851 160 800
Crook 6,061 1,827 253
Deschutes 40,822 640 4,200 : 256
Gilliam 960
Grant 1,779 145 508
Harney 187,568 4,245 25,352 2,198
Jackson 200 20
Jefferson 78
Klamath 2,043 157 603
Lake 93,850 1,930 13,449 1,045
Malheur 279,151 B24 16,491 539
Morrow 39 8
Sherman 41 201 8
Umatilla ' 200 40
Union 80 182 80
Wallowa 201 1,252 58
Wasco 400 334 84
Wheeler 1,996 836 194
Total 617,182 13,971 60,292 5,804

Total Acres of rangeland: 631,153
Total AUMSs: 66,196

To establish how representative the answers given in this survey are, DSL staff
asked USDA analysts a number of questions.

(1) How many answers did you receive to questions #13, 14 and 15.




The following information was provided by the USDA:

= Total number of valid answers received for Oregon: 722
» Total number of answers with “positive” data: 148
* Total number of answers with “positive” data from:
o Hamey 12
o Lake County 8
o Kiamath County 2
o Malheur 19
o Total 41 or 28% of total answers with positive data.

Source: Barry Adams, USDA, 2004

From this information, it is apparent that the $12.60 average grazing fee
reported as the average fee for privately-owned, non-irrigated grazing land in
Oregon is based in part or wholly on what may be unreliable data for our four
county area of interest. Additionally, because the four counties in which DSL
has the majority of its rangeland constitute only 28% of the 148 positive
answers received, the $12.60 may or may not be representative of their
average fee,

USDA Non-weighted Fees/AUM for Selected Oregori Counties

County Reports Non-weighted DSL AUMs
Average AUM Under Lease
fFee and % Total

AUMs

Crook 3 $13.88 253 0.4%

Grant 10 $11.74 508 0.8%

Harney 7 $11.28 27,550 41.6%

Malheur 9 $ 7.95 17,030 25.7%

Morrow 3 $ 9.52 8 -

Sherman 3 $ 7.G4 8 -

Umatiila 3 $ 8.16 40 -

Wasco 4 $ 8.34 84 0.1%

Wheeler 6 311.31 194 0.3%

Total 48 45675 68.9%

State 57 $12.81

Source: Barry Adams, USDA, 2004
DSL, 2004

Notes:

» It should alsc be pointed out that nearly 90% of the total AUMs under lease to DSL
on land managed by the agency oceur in just three counties: Harney, Lake and
Malheur.

» Lake County data was not available from USDA because of confidentiality reasons.
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» |t appears from these data that Crook and Malheur Counties had a large number of
“low fee” AUMS.

Conclusion Concerning USDA Data

DSL leases its land “as is-where is.” Only modest investments are made in the land
by DSL. The USDA survey does not indicate if the land within its sample area is also
“as is-where is” nor does it indicate the types and charges for services and
improvements provided by the lessor to the lessee. We believe without more
reliable market comparisons, use of the USDA data results in an “apples to oranges”
comparison. Furthermore, the utility of the data for setting DSL fees is of marginal
use since there is an apparent wide disparity between Malheur and Harney
Counties. Practically speaking, this disparity is difficult to understand since there is
a great deal of uniformity in the physical conditions of the DSL-leased land in these
counties. Of additional concern is that the USDA is unable for confidentiality
reasons to release data for Lake County.

DSL Mini-Survey of Rangeland Rental Fees

In a telephone survey conducted by DSL staff of landowners who lease non-irrigated
land in southeastern Oregon for grazing, it was found that the reported fee varied
markedly from $3.24 to as much as $18 per AUM. Often, the amount charged
depended on the guality of vegetation. Typically, privately-owned land contains
better quality forage than public land, often because of the level of investment made
to improve forage and water on private land. With regard to the land considered in
this survey, in some instances, the ground being leased was seeded or the forage
consisted of hay “aftermath.” Because cows grazing on this type of “improved”
forage gain more weight per month than those on “native” acreage, a higher AUM
rate can be charged.

Additionally, there is a wide variance in the services that a private landowner can
offer to a lessee. Without more information concerning the attendant services
ottered by private landowners to those leasing the subject acreage (such as fencing,
supply of water, payment of real estate taxes, liability insurance, utilities, etc.) a
comparison of average grazing fees reported from a survey with those charged by
DSL is extremely difficult and likely to lead to mistaken conclusions.

As a final comment, it is informative to compare forage rates charged by DSL during
the period 2000 to 2004 with those of other western states having arid rangeland of
a similar quality to that in Oregon and managed in a similar fashion and purpose as
DSL. DSL has approached the fee-setting process through an active dialog with
lessees and experts in range management. The dialog takes into account the
product being produced from the land, the relative productivity of the land, the
amount of risk to be shared and the market pricing for the product. Strict reliance on
broad-based surveys tends to gloss over and generalize a market/industry that is
highly variable. As is evident from the following table, DSL’s grazing fee over the
five-year period is within the range of the fees charged by other land management



agencies in states adjacent to Oregon over these three years, and considerably
more than that charged by the BLM.

Grazing Fee Comparisons
Doltars Per AUM

2000 2001 20062 2003 2004
Oregon Dept. of State Lands ~ $3.684 $4.36 $4.52 $4.16 $4.32
ldaho Dept. of Lands $4.75 $4.95 $4.96 $5.33 $5.15
Washington Dept. of Nat. Res. $7.24 $7.32 $7.40 $7.52 SNA
Federal BLM Grazing Fee $1.35 $1.35 $1.43 $1.35 SNA

Observation #2:
Expenditures have exceeded revenue derived from rangeland.

It is correct that during the most recent two (FY2001 and FY2002) of the five fiscal
years considered in the auditor's analysis, total annual costs exceeded total annual
revenues for the rangeland program by $13,115. During those two years, DSL
incurred unexpected fire suppression costs on its rangeland. In 2001, the amount of
fire suppression costs charged as a rangeland management expense was $92,000
in 2001 and $15,600 in 2002. For the three years 1998 to 2000, and in 2003, no
such costs were incurred. If these costs are excluded from the total annual costs for
those years, the rangeland program would have, in fact, been profitable — albeit not
greatly so.

An additional consideration that DSL believes has significant bearing on rangeland
revenue is a one-time payment of $3.5 million authorized in 1999 by the Oregon
State Legislature (which is discussed later). The primary purpase of this allocation
was to compensate the Common School Fund for any revenue that might have been
eamed through competitive bidding if this method of offering leases would have
been used after the expiration of a number of the leases. [f this amount would be
prorated on an annual basis over a 15-year period and considered revenue for each
of those years, the rangeland program would be substantially profitable.

-

DSL believes that the $13,115 deficit constitutes a relatively insignificant “holding
cost” when compared to total revenue and total costs involved - less than 1% of
total revenue for the five-year period.

| Discussion of Audits Division Recommendations

Sell al} or part of the land through an open competitive bidding process. |

L

We generally agree that it may be appropriate to sell selected isolated rangeland
parcels., However, we do not believe it is necessarily in the best interests of the



Common School Fund or the beneficiaries of this trust to sell all rangeland managed
by DSL.

For some time, DSL has endorsed the selling of parcels that either do not meet the
agency performance criteria, and/or show limited potential to do so in the future.
This policy is contained in the agency's Asset Management Plan (which was
adopted by the Land Board in 1995) and is embodied in the administrative rules
governing the sale, exchange and purchase of land (OAR 141-067-0130 through
141-067-0340). In adherence to this policy DSL has conducted both sales and
exchanges of rangeland parcels.

Following adoption of the Asset Management Plan in 1895, DSL began to identify
isolated parcels of rangeland for possible sale. As a result of this effort, the agency
identified 66 parcels totaling 16,258 acres in 11 counties as candidates for sale, 31
of which totaling 5,261 acres were unleased. Following review by other state
agencies, interest groups and the public, DSL identified 29 of the parcels covering
5,233 acres in Klamath, Harney and Lake Counties as available for sale. In March
2000, DSL held a sealed bid land sale for the nine unleased parcels. Twenty-three
bids were submitted with a total bid premium of $19,300, or about 19% above the
total appraised value of the seven parcels soid.

In 1998, DSL conducted an exchange of isolated rangeland parcels totaling 8,706
acres for numerous parcels of private land consisting of 7,789 acres. By doing this,
DSL substantially consolidated its ownership thereby decreasing management
costs.

During the past two years, DSL did not offer any isolated tracts of rangeland for sale.
The principal reason it did not do so was, until recently, the lack of administrative
rules guiding the sale and exchange of state-owned land and understaffing.
However, with the adoption of such rules (OAR 141-067-0130 through 141-067-
0340) in April 2002, DSL can now proceed, staff availability and budget permitting.
DSL may also now consider the sale or exchange of additional rangeland identified
in earlier studies as non-performing, and the 38 requests it has received since 1995
from persons wanting to purchase or exchange land for 11,323 acres of state-owned
rangeland.

Sale of multiple parcels raises a number of considerations:

(1) How long would it take 1o sell a major part of the rangeland and at what cost
to DSL?

(2) How do existing lease agreements and administrative rule provisions affect
DSL’s ability to quickly dispose of rangetand parcels? For example, OAR
141-067 provides that once rangeland is classified by the Director as
“available for sale,” a qualified lessee has the right {o bid last to meet the final
bid. In addition, current leases provide that if DSL would “find it to be in the
best interest of the state to sell or exchange the lands embraced in this lease,



then this lease may be terminated upon giving the lessee two years advance
written notice, unless by mutual consent of the state and the lessee, an earlier
termination date may be fixed.”

(3)  Might rangeland parcels with a current minimal monetary value in the future
be found to have much greater worth for various uses? Some examples
couid be:

e Irrigated agricultural land. For example, at one time much of the
rangeland managed by Washington Department of Natural Resources had
a very low return similar to the rangeland managed by DSL. However,
because an increasing amount of this land has become irrigated, it is
commanding substantially hlgher rental fees as agricultural and pasture
land.

= Asite for wind farms, geothermal development, and solar power.

« Development of underlying water rights held by the state for non-
agricultural uses.

(4}  Because many of the rangeland parcels are split estates (that is, the mineral
rights have been severed from the surface rights), would DSL receive a
reduced amount for this land?

(5)  Would the public beneficiaries of this rangeland contend that the long-term
environmental and social benefits provided by it as a publicly-owned asset
may equal or outweigh the financial considerations?

(6)  Would the better, revenue generating parcels sell first and quickly? If so,
management costs may be reduced but, at the same time, program earnings
may decline disproportionately.

(7)  What would the long-term management costs be for those parcels that did not
sell?

It is also noteworthy that the issue of retaining or selling all of the state’s rangeland
was discussed in the mid-1980s at several public meetings. Following those
discussions, the consensus among the meeting attendees was that the land should
not be sold, but retained for future generations.,

From a financial standpoint, it is certainly correct that the sale of all, or a significant
part of the agency’s rangeland couid result in a considerable amount of revenue that
could be reinvested in alternative land assets that have greater returns. This
rangeland was given to the state by the federal government at the time of statehood
to generate revenue for what is now the Common School Fund. Except for the
money spent by DSL to manage and improve this land, there are no other costs
associated with holding this asset.

Obtain market rates for leases either by reinstating competltwe biddmg -
~ for rangeland leases or increasing grazing ‘fees to market rates.: B

DSL concurs that competitive bidding is one, if not the most suitable way to ensure
that market rates are realized. However, the agency is not able to use competitive



bidding for nearly all of the forage leases currently in place. This prohibition resulted

from:

+ An agreement reached by the agency in 1998 at the direction of the Land Board
with a group of lessees who were in litigation with the Board and DSL, and

» Legislation enacted in 1997 (SB 5523) which allocated $3.5 million to the
Common School Fund. The purpose of this allocation was to:

“implement(ing) an assured lease program for state-owned rangeland... and....
be used as compensation to the Common School Fund to alfow the State Land
Board and the Division of State Lands to issue assured grazing leases to current
state grazing leases in such a manner and under such terms as determined by
the State Land Board to be consistent with the Board’s constitutional trust and
land conservation obligations.”

However, competitive bidding is used to re-allocate leases that have been
abandoned or in instances when previously unleased land is made available for
lease. To understand why DSL does not employ competitive bidding as a means of
awarding rangeland forage leases, it is necessary to briefty review the history of the
development of its rangeland management rules.

Prior to 1994, DSL did not have any administrative rules to guide it in the
administration of its rangeland. Instead, staff relied primarity on its experience, Land
Board direction and policies, Attorney General opinions, and statutes to make
management decisions. Leases were typically issued on a “first come, first served”
basis. The majority of the land under lease had been acquired through land
exchanges with the Bureau of Land Management (BLM) in the 1960s and 1970s.
Lessees agreed to give up their assured BLM permits for state leases because the
state offered lease terms similar to the BLM's permit provisions.

Between 1992 and 1994, DSL staff undertook a comprehensive review of the
rangeland program, and developed with considerable public involvement
administrative rules governing the management of this asset. The rules that were
adopted by the Land Board in 1994 provided that all leases upon their expiraiion be
exposed to, and awarded by competitive bidding. Shortly after adoption of these
rules, three lawsuits were filed concerning various rule provisions. One of these, a
class action filed in Harney County Circuit Court on behalf of all then current
lessees, contended that the competitive bidding provision violated their right to
renew their leases pursuant to the terms and conditions of their leases.

In early 1995, the Land Board directed DSL to consider alternative ways of awarding
leases other than competitive bidding. At its February 1995 meeting, the Board
repealed the competitive bidding provisions of the rules. In that same year, the
Harney County Circuit Court ordered, based on a 1983 Land Board Resolution, that
all current lessees be granted 20-year leases, commencing in 1985 and terminating
in 2005. It further ordered that these leases include a 20-year right of renewal. In
response to this decision, the Land Board filed an appeal. in 1997, the Court of



Appeals reversed major portions of the Circuit Court's decision. It found that the
Board and DSL were not compelled to renew {eases. In response to that decision,
the lessees petitioned the Oregon Supreme Court to review the Court of Appeals’
decision.

To facilitate settlement of the litigation, the Oregon State Legislature authorized a
one-time payment of $3.5 million to the Common School Fund. As mentioned
above, a primary purpose of this allocation was to compensate the Common School
Fund for any revenue that might have been earned through competitive bidding. 1
was also hoped that by allocating this revenue, the then pending litigation before the
Oregon Supreme Court could be withdrawn, thereby ending legal costs to DSL.
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In the legislation, other specific uses for the appropriation were noted:

(a) “To provide a basis for settlement of ongoing litigation and reduce potential
for future litigation.”

(b)  “To provide a sufficient lease tenure and security of lease renewability to help
stabilize affected eastern Oregon ranch units and local economics, and”

(c) “To encourage lessee investments in rangeland heaith and productivity
improvements and facilitate cooperative working relationships between
lessees and conservation interest.”

In September 1998, after several months of discussion with representatives of the
party filing the litigation, the appeal was withdrawn from the Oregon Supreme Court.
Shortly thereafter, the $3.5 million allocation was transferred by the Emergency
Board to the Common School Fund, and the proposed changes to the administrative
rules governing the management of rangeland adopted by the Land Board. Among
these changes were that DSL wouid renew a lease for a term of 15 years if the
lessee is in good standing unless another term is provided for as a term of the lease.

As background information, the basic elements of the formula now used by DSL to
establish the amount of compensation due for the use of rangeland for grazing were
developed in 1993 by the Grazing Fee Advisory Commiittee. In 1996, pursuant to the
requirements of HB 3239, the formula was reviewed by the State Land Grazing
Advisory Committee. The outcome of this review was that although the basic
cropshare premise used in the formula was determined to be a valid approach, the
Committee believed that the formula was overly complex and not as responsive as it
should be to changes in the marketplace. To improve the formula, the Committee
proposed a number of changes that the Land Board adopted in December 19986.

Although DSL has closely monitored the fec that results after inputting the variables
each year to determine if it is paralleling market conditions, it has not undertaken a
formal review of the formula every three years as required by OAR 141-110-0080(3).
To ensure that DSL is in compliance with the provisions of the administrative rules,
the agency will conduct a formal review of the formula within the next 12 months,
and every three years thereafter,

{4) - - Ifrangelands are I'Etal_\l‘]“_ed determme the resources needed to protec

~the asset and maximize its’ value.”

DSL agrees with this recommendation. For some time, agency staff has been
engaged in identifying improvements needed to our rangeland holdings. Although a
number of these improvements have already been made, many more improvements
are needed. During the past several years, DSL:
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Began an aggressive program to control, for example, medusahead,
pepperweed, skeleton weed and yelliow star thistle, four noxious weeds that are
invading large tracts of state-owned rangeland in eastern Oregon. During 2003-
2005 biennium, $40,000 is identified for additional weed control.

Undertook a rangeland health assessment of 38,000 acres in 2002 and 50,000
acres in 2003. During 2004 and 2005, DSL will continue assessing rangeland
health for an additional 30,000 acres each of those years.

Reseeded nearly 2,400 acres to rehabilitate rangeland damaged by wildfires.
Constructed various water delivery facilities and fences.

Through the process of the rangeland health assessment process, we will be able to
identify resource improvements such as noxious weed treatment, water
developments, prescribed burning, fencing, and shrub and juniper treatment. These
improvements will result in increasing the value of these parcels.
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TO: Rangeland Lessees
Oregon Legistators Randall Edwards

Interested Parties State Treasurer

FROM: Ann Hanus, Director

SUBJECT: Secretary of State Audit of DSL Rangeland Management

This week the Secretary of State’'s Audits Division released a report on DSL’'s management
of state-owned rangelands. We worked closely with the auditors and made a number of
major suggestions for their consideration—some of which they accepted and some of
which they rejected. We generally agree with most of their recommendations, but not all of
them.

The auditors found that rangelands lost at least $13,115 for the Common School Fund
during the period 1998-2002. This amount did not include a payment in 1999 of $3.5 million
from the General Fund to the CSF to provide assured grazing rights to lessees for the term
of their leases.

The auditors recommend selling all or part of the rangelands through an open competitive
bidding process, exchanging all or part of the land for a better performing asset and
obtaining market rates for leases either through competitive bidding for rangeland leases or
increasing grazing fees to market rates. Actions listed below relate to some of these
recommendations. We will continue our current practice to lease land when leases expire
or are cancelled using a competitive bidding process.

DSL plans several actions to address audit recommendations:

e ASSET MANAGEMENT PLAN: We will analyze audit recommendations through a
process begun recently to update the State Land Board's Asset Management Plan. The
plan, first adopted in 1895, guides DSL in its care and management of the land,
waterways and minerals under the stewardship of the board to provide the highest
benefit for the Common School Fund. The plan update will re-evaluate the income



potential and highest and best use of all parcels, will identify lands for sale or exchange
and will determine how the proceeds would be re-invested.

» LAND SALES: Until recently, DSL did not have staff to handle land sales or to fully
explore new revenue generation opportunities. Approval of an additional position by the
2003 Legislature will allow DSL to begin to process existing land sale applications this
fall. We will concentrate on those sales that make good business sense to benefit the

- Common School Fund. We also will explore new revenue options, such as wind
generation of electricity. To speed up this work, we will seek additional staff and
resources from the 2005 Legislature. ‘

« ADVISORY COMMITTEE: DSL will form a grazing fee advisory committee in the near
future to review audit findings related to the current lease fee formula and make
recommendations to the Land Board.

e STRATGEIC PLAN: Our Strategic Plan, adopted by the Land Board last fall, also
contains actions that address some of the concerns expressed in the audit. Examples
include investigating revenue options and conducting resource condition inventories on
30,000 acres of rangeland per year.

DSL staff members and 1 plan meetings May 17-19 in Lakeview and Burns to discuss the
rangeland audit and the Asset Management Plan update with lessees and other interested
parties. We will notify all lessees and others as soon as details are confirmed.

The full audit report is available at the Audits Division Web site:
hitp./iwww.s505.state.or.us/audits/audithp.him.

DSL's full response to the audit is available at: http://www.oregonstatelands.us. Click on
“Rangeland Audit” on the Home Page. The site also provides information about the Asset
Management Plan update process. Click on “Asset Management Plan” in the left-side
margin.

Should you need print copies of these documents, contact Nicole Kielsmeier in our Policy
and Planning Division: (503) 378-3805 ext. 239

If you have further questions about the audit, please contact me or Policy and Planning
Assistant Director John Lilly at (503) 378-3805 ext. 281 or john.lilly@dsl.state.or.us.
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Oregon State Land Board
Rangeland Revenue for the
Common School Fund Fiscal
Years 1998 to 2002

Summary

PURPOSE

The purpose of this audit was to determine
if the State Land Board (board), through the
Department of State Lands (depart ment}, is
maximizing the long-term income generated
by its rangeland assets.

BACKGROUND

State-owned rangelands are a part of the
original land grant received when the state
was admitted to the Union. The state is m-
quired to use the tand and any proceeds
from the sale of the land to suppert public
schools. As a trust asset, Oregon’s range-
lands are to be managed with undivided loy-
alty to the trust recipient, Oregon’s schools.
The board must also manage the rangelands
to maximize long-term income for schools.

RESULTS IN BRIEF

We found that the board could better fulfill
its duty to maximize revenue for Oregon's
K-12 public schools.

We found that in fiscal years 1998 through
2002, rangelands lest money for schools.
The financial loss for this time period was at
least $13,115 for state rangelands. Actual
losses were more than that because range-
tand fire suppression costs were not avail-
able prior to 2001. State-owned rangelands
have lost money as far back as 1987.

If all rangelands had been sold and the pro-
ceeds invested, we conservatively estimate
that the Common Scheool Fund would have
received at least $3.0 million to $4.2 million
more income for fiscal years 1998 through
2002. Alternatively, if market lease rates
had been charged for state rangeland leases
for the five fiscal years from 1998 to 2002,
we estimate that the Common School Fund
would have earned $1.45 million more.

RECOMMENDATIONS

We recommend that the State Land Board
use a systematic approach to maximizing
long-term income from rangelands. The De-
partment of State Lands should evaluate each
parcel for sale or alternate use, and determine
how best to maximize long-term revenue.
Options to maximize returns for rangelands
include the following actions:

= Sell all or part of the land through an open
competitive bidding process;

¢ Exchange all or part of the land for a bet-
ter performing asset; and

* Obtain market rates for leases either by
reinstating competitive bidding for range-
land leases or increasing grazing fees to
market rates.

We further recommend to the State Land
Board that:

= If rangelands are leased using the grazing
fee, review the grazing fee formula and
factors at least once every three years as
required by Oregon Administrative Rules;
and

¢ If rangelands are retained, determine the
resources needed to properly protect the
asset and maximize its value.

AGENCY’S RESPONSE

The Department of State Lands generally
agrees with most of the recommendations,
but has reservations about some of the rec-
ommendations.



Introduction

The Common School Fund was estab-
lished under the Gregon Constitution as
a trust fund for the benefit of public
scheols. The State Land Board-—
composed of the Governor, the Secr-
tary of State and the State Treasurer—
is responsible for managing the assets
of the Common School Fund. The
board is required to manage the assets
to maximize long-term income for pub-
lic schools.

Both financial assets and real prop-
erty benefit the Common Schoo! Fund.

Financial asscts are invested in stocks,
bonds and short-term investments. The
Common School Fund real property as-
sets include forestland, agricultural land
and rangeland, as well as some industrial,
commercial, and residential properties.

The State Treasurer and Oregon Invest-
ment Council manage the financial assets
of the Commaon School Fund,

With the exception of forestlands, the
Department of State Iands manages the
real property asscts of the Common

School Fund at the direction of the
board. As of June 30, 2003, the Com-
mon School Fund Balance was approx-
mately $702 miilion. Twice a year, the
department distributes fund earnings to
countics fer support of K-12 public
schools. Distributions are made in pro-
portion to the number of individuals
between the ages of four and twenty
residing within each county.

Background

In 1859, the United States Congress
passed the Admission Act, granting
Oregon admission to the Union. Sec-
tion 4 of the Admission Act granted
the state approximately six percent of
the land, which was sections 16 and 36
of each township to the state, "for the
use of schools."! The Oregon legish-
ture accepted congress' land offer, cre-
ating a binding agreement whereby the
state is required to use the land and any
proceeds from sales of the land for
public schools. As a result, the state
created the Common School Fund to
hoid the proceeds of all lands granted
to the state for education purposes.
This land is often called 'Trust Land' to
signify that the State Land Board holds
it in trust for the schools, and acts as
trustee in administering the land to
bencfit Oregon’s current and future
school children.

As a trust asset, Oregon's rangelands
are to be managed with undivided loy-
alty to the trust recipient, and may not
be used to benefit others at the expense
of the trust beneficiaries without com-

! A township is a defined as a six-
mile by six-mile square area, which
includes 36 sections. Each section
Is ong square mile.

pensation. In addition, trust assets must
be preserved for future beneficiaries.
Rangeland soil, water, and growing a-
pacity must be maintained to sustain the
land's grazing capacity.

In 1992, the Oregon Atterney General
concluded that the boards duty is to
manage Trust Lands for the long-term
benefit of schools. In 1977 and 1978
opinions, the Attorney General charac-
terized the board's obligation as a duty to
maximize the value of, and revenue
from, these lands over the long-term.
The board is required to obtain full mar-
ket value from the sale or rental of Trust
Lands.

As the administrative arm of the
board, the department manages an esti-
matcd 638,000 acres of rangeland. Most
of this land is located in central and east-
ern Oregon. Rangelands are used primar-
ity for the grazing of domestic livestock.
Of approximately 638,000 acres of
rangeland administered by the depan-
ment, about 613,000 acres {96 percent)
are Trust Land. The board therefore
must manage rangelands to maximize
long-tenm income for schools.

The department currently manages
144 rangeland leases, of which 54 -
volve 1,000 acres or mere, including
11 in excess of 10,000 acres. It also
manages leases of smaller "isolated"
parcels. Together, the leases provide
for about 65,000 animal unit months
"(AUMs).? One staff member in the de-
partment’s Bend office is responsible
for managing the rangeland, as well as
working with the leascholders to in-
prove the condition of this asset.

f An AUM is the amount of forage
necessary io feed one animal unit for
one month. An animal unit includes one
cow, or one cow and one calf (of Jess
than six months in age).




Audit Results

Income From Rangelands Has
Not Been Maximized

We found that rangelands with a con-
servative value between $22.7 and
$32.5 million actually lost money, at
least $13,115 over the five-year period of
our review. Further, we found that be-
cause of limited resources available to
the program, the department was not able
to verify the condition of most of the
land or properly monitor leaseholder
compliance with lease provisions.

As a comparisen, our analysis deter-
mined that the board would have gener-
ated significantly more income per year
over this period, had it used aitemative
strategics such as selling the land and
investing the proceeds in alternative n-
vestments {at lcast $3.0 million), or
charging market rates for leases
($1.45 million}.

Net Income From Rangelands
Has Been Negative

When we reviewed revenues and costs
attributed to rangeland operations by the
Department of State Lands for fiscal
years 1998 through 2002, we found that
rangelands lost money over the five-year
period reviewed.

The department provided us with an
Asset Management Plan Update that
shows revenues and costs allocated to
rangelands and other programs benefiting
the Common Schoo! Fund? The costs
atlocated to rangelands were incomplete,
however, because they did not include
fire suppression and rehabilitation costs
directly attributable to rangeiands. Infor-
mation on fire suppression and rehabilita-
tion costs is not available for years prior
to 2001,

After adding fire costs for just two of
the five fiscal vears, we found that ex-
penses exceeded rcvenues for this five-

! The Asset Management Plan can be seen
at the Department of State Lands website:
http://statelands. dsl state.or,us/,

year period. For the five fiscal years,
total rangeland revenue was $1,454,203
and total estimated costs were
$1,467,318. As shown in Table 1, costs
exceeded revenues by $33,115 for the
five fiscal years.

Table 1: Rangelond Revenues and Costs
Toral
Fiseat Kevenues Total
Year | From Leases Costs
1998 £245,106 £240.961°
1999 287,135 2524817
2000 282,599 215,673
2001 316,843 38¢493
2002 322,520 377,710
Total { $1.454203 $1,467,318
* Information  for  fie  suppression’

rehabilitation eortx pot availehkAinciuded.

** Revenue doos pot inclide 2 one-time
transfer of $3.5 million froen General Fund
o Common Schoot Pund. See discussian
on page 3 of this repert.

Further, it appears that the rangelands
have a history of negative net income.
In 19935, a consultant's report concluded
that the rangelands program had oper-
ated in the red during fiscal years 1988
through 1994. The report noted that
during the reported period the program
lost $988,000. The consultant recom-
mended that rangelands be actively mar-
keted for sale or exchange.

Revenues Could Be Increased
If Rangelands Were Sold

One option available 1o the board to
improve revenues generated by range-
fand assets is to sell the rangelands.
Seliing the rangelands would reduce
management costs while providing pro-
ceeds that could be invested in alternate
asscts.

Most rangeland leases allow the land
to be sold with two years” notice to the
lcaseholder. A wholesale disposal of
state owned rangeland could potentially
depress rangeland prices. Thus, if the
board decides to sell the rangeland, it
should proceed over several years to
maximize the value for the Commeon
Scheol Fund.

To assess whether the board was
maximizing income from its rangeland
assets, we anaiyzed what the assct
would have produced using an alterna-
tive investment, also known as oppor-
tunity cost. Since the board can sell
rangelands, it has the ability to invest
rangeland assets in an alternate asset.
Revenue maximization requires selling
the rangelands and investing in another
asset if more revenue can be achieved
with the same or lower level of risk.

Estimated Average Selling
Price Per Acre

Based on our interviews with depart-
ment, federal and local officials, the
average market value of rangeland in
Eastern Oregon is hard to determine.
In 1993, a2 committee reviewing graz-
ing fees charged by the board used $35
per acre as a minimum value for range-
lands. Previous audit work that we con-
ducted showed that Admission Act
lands weuld likely sell, on average, for
about $50 per acre, based on sales of
comparable properties, average as-
sessed land values of comparable prop-
erties, and estimates of departrnent
staff. Another source cited $50 as a
minimum per acre value for rangeland.
Therefore, to facilitate a comparison
with alternate investments, we estimate
that a conservative range of value for
rangeland assets is between $35 and
350 per acre.

We believe this estimate to be conser-
vative, since in December 1999 the
board authorized the department to of-
fer nine isolated unleased parcels of
rangeland in Lake and Klamath Coun-
ties for sale through a sealed bid proc-
ess. A total of 23 bids were received for
seven of the nine unleased parcels, re-
sulting in the sale of 514.72 acres. The
sale value totaled $119,919.09, includ-
ing a 40-acre parcel containing timber
that sold for $62,000. Excluding the
parcel containing timber, the average
per acre selling price was $122.01.
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$22.7 to $32.5 Million Could Be
Invested in Other Assets

If rangelands could be sold for net pro-
ceeds between $35 and $50 per acre, then
the rangeland assets held by the board
could conservatively provide an est-
mated $22.7 to $32.5 million to be n-
vested in other assets.

The income from rangelands could be
increased, with less risk, if an alternate
investment with iess risk provides a
higher average return.’ For example, h-
vestment in U.S. Treasury Bills is often
thought to be risk-free. Therefore, the
average income from rangeland assets
must surpass the average inceme from
U.S. Treasury Bills, or an opportunity
exits to increase incomec with essentially
no risk by converting rangeland assets to
three-month Treasury Bills.

$3.0 to $4.2 Million More Would
Have Been Earned

If the board had sold the rangelands
and achieved the average rates of return
carned by an zlternate investment, we
estimate that at least $3.0 to $4.2 million
would have been earned for the Common
School Fund in fiscal years 1998 through
20027 If the average costs remain the
same, this range is an estimate of future
income lost due to holding rangeland as-
sets rather than converting them inte
more profitable assets.

In addition, there is currently no prop-
erty tax revenue being generated for
schools by the rangelands. If state-owned
rangelands were converted {o private
ownership then they would generate

property taxes, some of which would n-
creasc funding for Oregon's public
schools. When making decisions about
selling rangeland, the board, acting with
undivided loyalty to Oregon's public
schools, should consider the additional
revenue that would support public
schools.

Table 2 shows the returns that could be
expected annually if rangelands continue
to earn 2,6%, which is the average annual
rate of return for three month U.S. Treas-
ury Bills.?

Table2; Expected Annwnl Ramgetand Retuen
Rate of Return
2.6%
E § $35.00 $590,986
3 §| ss0.00 $844,266

Note that asset appreciation for rangeland
is not being explicitly considered because
department and BLM staff have stated that
rangeland appreciation is generally at or
below the rate of inflation.

5 This amount equals the expected retum
shown in Table 2 corresponding to a net
price per acre of $35 and $50, and a
2.6 percent rate of return multiplied by five
and rounded to the nearest $100,000.

Other Reports Have Suggested
that Rangelands Be
Evaluated for Disposal

The suggestion that rangelands be
evaluated Dr sale was previously made
to the board in a 1970 report by Charles
E. Poulton, Professor of Range Ecology
at Oregon State University. The report
noted that the previous policy of the state
was 1o sell rangeland and lease the land
that was not sold. The carlier state poli-
cies resulted in selling the best quality
jand. The report suggested incorporating
an aggressive program of exchange and/
or sale of rangeland assets bascd on con-
sideration of individual parcels.

Another recommendation to sell the
rangelands was made by the department
in 1995 when it released the Proposcd
Asset Management Plan. The plan was
developed to guide the care and manage-
ment of land, waterways, and minerals

% Calculated by subtracting inflation from the
average constant maturity yield of 3month
t-bills for calendar years 1983 through
2002,

entrusted to the land beard. In the plan,
the department recommended that,
"Rangelands will be actively marketed
for sale or exhange. Existing lessees
may be offered the first right of refusal
on the purchase of Rangelands.”

Legal Requirements Regarding
the Sale of State-Owned Land

In reviewing the state’s legal require-
ments for land sales, we noted several
requirements, such as preference to other
government entities that might reduce the
potential sales price of rangelands. BRe-
cause the board has a duty to maximize
the value of rangelands for schools and
obtain market rates for any rangeland
sold, it should consider requesting that
the sale of rangelands be exempt from
the requirement to offer the land to other
government entities before selling the
land through an open, competitive bil-
ding process. The most administratively
effective way of ensuring that the Com-
mon Schoel Fund receives the best price
for any sale of rangeland assets is to use
open, competitive bidding.

Revenues Could Be Increased
Through Grazing Fees

Another option available to the board
10 improve revenues generated by range-
land assets and comply with trust respon-
sibilities is to increase grazing fees.

The Rangeland Grazing Fee is
Below Market Rates

A 1975 opinion of the Oregon Attorney
General states that the state must, "...
receive full market value for the sale,
rental or other use of its trust lands." ’ The
Attorney General characterizes charging
less than full market value as a subsidy.

In 1996, the board approved the current
formula for determining the annual graz-
ing fee to be pawd for using state-owned
grazing land® For the five years re-
viewed, the grazing fee formula has con-

7 €37 Op Atty Gen 369, 574 (1975)
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sistently produced rates below estimated
market rates for privately owned non-
irrigated grazing land.

In 2002, the grazing fee for state-
owned grazing land in Oregon was $4.52
per Animal Unit Month (AUM), while
the U.S. Department of Agriculture
(USDA) National Agricultural Statistics
Service (NASS) reported the 2002 aver-
age grazing fee for privately owned, non-
irrigated grazing land in Oregon to be
$12.60 per AUM.’

Department management stated that
USDA indexes for private grazing fees
might include land with amenities that
make it more valuabie than the rangeland
that the department leases. Research sug-
gests that public rangeland leases are
worth roughly 30 percent less than pri-
vate lease rates because fewer services
are provided./’ On this basis, we esti-
mate that the market value of the grazing
fee for state-owned rangeland in 2002
was $8.82 per AUM, or $4.30 per AUM
more than the rate sct by the department.
Table 3 presents private grazing fees,
estimated market fees for public range-

8 The AUM Rental Rate is G x CCx S x P.
In the formula: G = Animal gain per month
(fixed at 30 pounds), CC = Marketable calf
crop (fixed at 80%), S = state share of calf
gain (Nixed at 20%), and P = average
weighted calf price based on USDA
Orepgon agriculture price data indicating the
average statewide sales price of calves for
the preceding one-year period.)

5 According to the USDA, the final NASS
published grazing fees are derived through
an analysis of annual survey indications,
state historical trends, and regional and
national differences,

10 Bartlett, E.T., L.A. Torrell, N.R. Rimbley,
LW. Van Tassell, and D.W. McCollum.
2001. Valuing Public Land Forage.
Journal of Range Management 56. cited in
O'Laughlin, J. and P.8. Cook. 2001
Endowment Fund Reform and Idako's State
Lands: Ewvaluating Financial Performance
of Forest and Rangeland Assets. Report no.
21, Idahe Forest, Wildiife and Range
Policy Analysis Group., University of
Idaho, Maoscow,

Table 3: Private Grazing Fee, Estimated Value of Public Grasing,

Larl]]::ldthe fir;isz;)l;‘i’i and Grazing Fee VSet bﬁ\' Cregon Stute Land Bunrﬂ (Per ALMY
Averape Private | Esl, Market Valug of Cargeon State Land
by leas e.hOIderS Grazing Fee® | Public Land Crazing™ | Buard Graziap Fee
for grazing on 99k £12.80 : S5 .96 5131
state-owned [T 0 si230 | 55 61 5172
rangeland i o, $i290 .03 $364
Oregon. If the [op sk L £5.96 $4.35
board  had 7y $1260 $8.52 54.52

charged market
rates for leases,
we estimate that
$1.45  million
more would have been eamned for the
Common School Fund in fiscal years
1998 through 2002.

Another way to analyze grazing fees
is to determine how much the board
would need to charge in order to pro-
duce the same income as it would if it
were to sell the asset. If rangelands can
be sold for net proceeds of $35 per
acre, then at 2.6 percent return, range-
lands would be expected to provide
annual incomec of at least $0.91 per
acre. We found average costs per acre
to be at least $0.47 per acre {from fiscal
years 1998 through 2002. If the average
costs remain the same, then the board
will need to charge at least $1.38 per
acre to justify holding rangeland versus
converting to an asset with an expected
annual real return of 2.6 percent. h-
come of $1.38 per acre coenverts to a
grazing fee of about $13.13 per AUM.

Formula Factors
Not Reviewed

In accordance with OAR 141-110-
0080, the department is to review the
grazing fee formula and factors at least
once every three years to ensure that
they reflect at least a fair market rental
rate. However, a review of the formula
and factors has not been conducted
since 1996,

Decisions Regarding
Leaseholders
In reviewing board actions related to

rangelands since 19935, we found that
the board made decisions favoring

* Source USDA, Mational Agriculicrl Stistncs Service. The averige raies sre
culimates bused on survey indicmivns of monthiy feast mies for povate, non-
eregaied pruzing land from the Tanuary Agsicalues! Sorvey,

** Caleuhtod ae 70 pereedtt of prevats fec.

grazing leaseholders at the expense of
the Common School Fund.

On June 13, 1993, the board voted to
repeal competitive bidding for grazing
leases, which had been in place for less
than a year. By repealing competitive
bidding, the board limited demand for
grazing leases and effectively reduced
the potential revenue from grazing fees.

In 1999 the Legislative Assembly
authorized a transfer of $3.5 million
from the General Fund to the Common
School Fund, as compensation to the
trast for implementation of a lease re-
newal preference that gives current
leaseholders an automatic 15-year e-
newal at the end of their 15-year lease.
The $3.5 million was compensation set
at $50 per Animal Unit Month (AUM)
for 70,000 AUMSs. The automatic =-
newal eliminates demand for grazing
leases and potentially reduces revenue
from grazing fees for 30 years or more.
The $3.5 million transfer was insuffi-
cient te compensate for not maximizing
revenue, as it only covers the difference
between actual and potential revenue
for less than thrce years.”’ Because the
$3.5 million did not come from grazing
fees, we did not consider it to be lease
revenue for 1999,

/1 This assumes a 2.6 percent return on 4 net
sales price of $35 per acre,
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Evaluate Resources Needed to
Preserve the Asset

If the decision is made to retain all or a
portion of the rangelands, the board
should determine the resources needed to
properly protect rangeland soil, water,
and growing capacity.

We found that the department’s efforis
to manage and protect rangeland guality
by monitoring lease compliance and
leaseholder adherence to rangeland man-
agement plans were insufficient to detect
or prevent overgrazing and improper use
of the land by leascholders.

We alse found that the department
dedicates 12.5 percent of lease receipts to
rangeland improvements. According to
the department, this is not enough to
complete needed improvements. As a
result, land maintenance, such as noxious
weed control, has been put off. Range-
land improvements are currently aimed
primarily at dispersing cattle and improv-
ing leascholder’s access to rangclands.

According to department’s Asset Man-
agement Plan, a rangeland management
plan should be developed for each lease-
hold in cooperation with the leaseholder,
and should he made part of the grazing
lease. The plan describes scheduled ani-
mal grazing by pasture or leaschold, s-
tablishes initial grazing capacity of the
land, and describes any other special pro-
vistons. The plan should be reviewed an-
nually by the department, to determine
leascholders’ compliance with the plan’s
terms and conditions, and to establish the
effectiveness of the plan. The plan shouid
be updated as necessary based on annual
reviews.

Leaseholders are required to report an-
nual land use. However, the department
is only comparing reported use to allow-
able use, and does so without physical
verification of actual land use. The de-
partment has only one Range Manager
responsibie for monitoring leases. In
2002, the Range Manager was able to

visit only approximately 40-45 percent
of all state-owned rangeland.

A report prepared by an agriculture

management consultant stated that the

quantities, composition, and quality of
vegetation for livestock consumption are
important indicators for sustainable for
age production and range management.””
The last full review of rangeland condi
tion was completed in 1970. In 2002, the
department began conducting a range-
land health assessment of all rangelands,
and has assessed approximately 85,000
acres. At the planned rate of review, a
complete assessment will not be finished
until 2019.

We recommend that the State
Land Board use a systematic approach to
maximizing long-term income from
rangelands. The Department of State
Lands should evaluate each parcel for
sale or alternate use, and determine how
best {o maximize long-term revenue. Op-
tions to maximize returns for rangelands
include the following actions:

* Sell all or part of the land through an
open competitive bidding process;

* Exchange all or part of the land for a
betier performing asset; and

* Obtain market rates for kases either
by reinstating competitive bidding for
rangeland leases or increasing graz-
ing fees to market rates.

Agency’s Response

This rcport summarizes the depan-
ment’s response to the audit recommen-
daticns. The full text of the department’s
response is available for review at the
Audits Division.

We generally agree that it is appropri-
ate fo sell selected isolated rangeland
parcels and/or exchange selected par-
cels of rangeland for better performing

12 Agland Investment Services, Inc. 2000,
Trust  Performance Measurement: A
Report 1o Western Siates Land

Commissioners Association.

assets. However, we do not believe it is
necessarily in the best interests of the
Common School Fund or the benefici-
aries of this trust to sell all rangeland
managed by DSL,

For some time, DSL has endorsed the
selling of parcels that either do not
meet the agency performance criteria,
and/or show limited potential to do so
in the future. In adherence to the
agency’s Asset Management Plan, DSL
has conducted both sales and ex-
changes of rangeland parcels.

During the past two years, DSL did
not offer any isolated tracts of range-
land for sale. The principal reason it
did not do so was, until recently, the
lack of administrative rules guiding the
sale and exchange of state-owned land
and understaffing. However, with the
adoption of such rules, DSL can now
praoceed, staff availability and budget
permitting. DSL may also now consider
the sale or exchange of additional
rangeland identified in earlier studies
as non-performing, and the 38 requesis
it has received since 1995 from persons
wanting to purchase or exchange land
Sfor 11,323 acres of state-owned range-
land,

DSL concurs that competitive bidding
is one, if not the most suitable way to
ensure that market rates are realized.
However, the agency is not able lo use
competitive bidding for nearly all the
Jorage leases currvently in place. This
prohibition resulted from an agreement
reached by the agency at the direction
of the Land Board with a group of les-
sees who were in litigation with the
Board and DSL, and from legislation
enacted which allocated $3.5 million to
the Common School Fund,

The auditor’s analysis of the effect of
the §3.5 million compensation payment
to provide assured grazing rights to
lessees jor the term of the lease is
Sawed. The auditors conclude thar the
lessees benefited at the expense of the
Jund. However, our analvsis reveals
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that the action was of great benefii to
the Common School Fund. The fund
recelved a one-time pavment of
$3.5 million in 1999 based on the mar-
ket value rate of 350 per AUM times
70,000 AUMs. This paymen! compen-
sated the Common School Fund for
assured grazing rights for current les-
sees only for the term of their lease.
Most terms are 30 years.

(Auditor Comment: As we state on
page 5, the compensation payment was
derived from a transfer of General
Funds to the Common School Fund. If
the compensation payment had been
paid by the leaseholders, we would
have then viewed the payment as
carned income.)

With regard to the average annual
fee reported by the US. Department of
Agriculture (USDA) for grazing on pri-
vately-owned, non-irrigated land in
Oregon, a comparison of the rental re-
ceived from leasing a tract of publicly-
owned land to one that is privately-
owned is subject to criticism unless the
parcels have similar vegetative charac-
teristics and the services offered by the
lessor are identical. The use of USDA
annual data purposes may be indica-
tive, but is not a reliable measure of
what private landowners are receiving
Sfor rent due fo the weaknesses of the
USDA data.

We further recommend to the State
Land Board that;

* If rangelands are leased using the
grazing fee, review the grazing fee
formula and factors at least once
every three years as reguired by
Oregon Administrative Rules; and

Agency’s Response: DSL agrees
with this recommendation. Although
DSL has closely monitored the fee that
results after inputting the variables
each year to determine if it is paraliel-
ing market conditions, it has not under-
taken a formal review of the formula
every three years as required. To .-

sure that DSL is in compliance with the
provisions of the administrative rules,
the agency will conduct a formal -
view of the formula within the next 12
months, and every three yvears thereaf-
ter,

+ If ranpelands are retained, the board
should determine the resources
needed to properly protect the asset
and maximize its value,

Agency’s Response: DSL agrees
with this recommendation. For some
time, agency staff has been engaged in
identifying improvements needed 16 our
rangeland holdings. Although a num-
ber of these improvements have already
been made, many more improvements
are needed. During the past several
vears, DSL:

* Began m aggressive program 1o
control, for example, medusahead,
pepperweed, skeleton weed and
yellow star thistle, four noxious
weeds that are invading large
tracis of state-owned rangeland in
eastern Oregon. During the 2003-
2005 biennium, 340,000 is identi-
fed for additional weed control.

¢ Undertook a rangeland health as-
sessment of 38,000 acres in 2002
and 50,000 acres in 2003, During
2004 and 2005, DSL will continue
assessing rangeland health for an
additional 30,000 acres each of
those years,

* Reseeded nearly 2,400 acres to
rehabilitate rangeland damaged by
wildfires.

* Constructed various water delivery
Jacilities and fences.

Through the process of the rangeland
health assessmen! process, we will be
able to identify resource improvements
such as noxious weed (reatment, waier
developments, prescribed burning,
Jfencing, and shrub and juniper treat-

ment. These improvements will result in
increasing the value of these parcels.

Follow Up on Prior
Audit Recommendations

This section is an update on the de-
partment’s efforts to implement prior
audit recommendations communicated
in our audit report number 94-01, titled
Division of State Lands, issued in 1994,
and in our report number 2001-13, ti-
tled Division of State Lands: Change of
Director Audit, issued in 2001. This
update discusses only recommenda-
tions we had not previously reported as
fully implemented.

Division of State Lands
(Report No. 94-01)

Recemmendation: Department
management should establish specific
performance standards that the depart-
ment can use to measure its success in
identifying and placing under lease
uses of state-owned submerged and
submersible lands.

Status-Implemented

Agency’s Response: The depan-
ment has made significant progress in
addressing this recommendation. At its
October 2003 meeting, the Land Board
adopted the Depariment of State
Land’s Strategic Plan. This plan, which
has been under developmen:t for the
past two years, contains a number of
goals and actions relating to land and
Assaciated
with these goals are specific perform-
ance measures. For example, the de-
parimen{ has established the following
performance measures relating o the
muanagement of the state-owned sub-
merged and submersible land as well
as upland under its jurisdiclion. By
2005

* 73% of all users of this land will
be “paying appropriate user fees,”

walerway management.



Audit Results (continued)

* A resource inventory will have
been completed for 60% of this
land.

* Area management plans will have
bheen completed for 80% of this
land.

The department will report its progress
on the implementation of the plan goals
to the Land Board, legislators, and key
constituents every six months. The plan
will be updated every two years al the
end of odd-numbered years to incorpo-
rate ifems resulting from legislative
actions and new information. Now that
this plan has been adopted, the depart-
ment will begin implementing the goals
and performance measures contained
init.

Recommendation: Department
management should compile informa-
tion on the cost and bencfit of identify-
ing and placing under lease uses of sub-
merged and submersible lands. Depan-
ment management can use this infor-
mation to determine the cost-
effectiveness of and an appropriate
level of resources for identifying and
placing under lease submerged and
submersible lands.

Status-Implemented

Agency’s Response: With the
change in state law in 1995 the uni-
verse of state owned waterways and
therefore the number of uses subject 1o
lease or other authorization is now lim-
ited. Therefore, 1o compile a cost-
effective review seems now mool. In
addition, the audit team was respond-
ing to our reports of the large number
of structures in need of lease. The lease
process at that time was lengthy with
low rates and application fees. Since
that time the Land Board has increased
the rental rates and the application fee
as well as relieved small personal
dock-owners of the need to obtain a
lease and substituted a low effort regis-
tration process. In addition, the Land
Board's rules call for an annual h-
crease in the rental rates for most uses

of 3%. In general, we have found that
putting uses under lease, once identified,
pays off in the long run since they con-
tinue to generate revenue o the Com-
mon School Fund (at @ minimum of ad-
ditional cost to administer the lease) as
long as the use remains.

During 1999 the department did an ex-
tensive inventory of the most developed
reaches of state-owned waterways. The
department did both on-the-water and
aerial photo interpretation to locate
leaseable structuresfuses. The depari-
ment mapped all these sites as well as
tabulated the data in the department’s
Geographic Information System, The
department also researched the upland
property owner information at the local
tax assessor and identified the most
likely owner of the structures. All of this
information is used by the department’s
property managers as ‘leads’ to foliow
up as potential leases and registrations.

Recommendation: The department
should establish specific procedures and
time frames for identifying and placing
under lease uses of state-owned sub-
merged and submersible lands. This n-
cludes exerting ownership rights to sub-
merged and submersible lands to which
the state is entitled.

Status-Partially Implemented

Agency’s Response: The depan-
ment has made significant progress in
addressing the first part of this recom-
mendation. As discussed above, the
Land Board adopted the Department of
State Land’s Strategic Plan at its Ocio-
ber 2003 meeting. This plan contains a
number of goals and actions relating to
the management of state-owned sub-
merged and submersible land — several
of which have already been discussed
above. The department also requested
and received approval during the 2001
and 2003 sessions of the Legislature for
a limited duration position dedicated to
bringing users of state-owned sub-
merged and submersible fand without
proper authorization info compliance.

Recommendation: The depan-
ment should work with Business Regis-
try Section staff to create mailing labels
from the Business Registry database for
businesses within indusiry classifica-
tions that are likely to hold unclaimed
property. Using the labels, the depan-
ment should mail information, forms,
and instructions to likely holders of
unclaimed property.

Status-Implemented

Agency’s Response: Department
staff have worked with the Secretary of
State’s Business Registry database and
extracted from it the names of busi-
nesses within various SICs that gre
likely to hold unclaimed property.
These names have been added to the
department’s mailing list. Periodically,
depariment staff reviews the Business
Registry list to identify the names of
new businesses to incorporate within
the agency’s mailing list. The depart-
ment does mail information to these
holders as well as periodically conduct
seminars to inform them and other
businesses of the siate’s unclaimed
property reporting requirements,

Recommendation: The depart-
ment should work with staff from the
Employment Department to obtain leg-
islative approval to usc otherwise con-
fidential payroll data to identify likely
holders of unclaimed property.

Status-Implemented

Agency’s Response: To satisfy the
intent of this recommendation, the de-
partment was closely involved in the
development and subsequent enactment
of HB 2129 (introduced in the 200]
session). A provision of the bill
{codified as ORS 98.333), directs the
Department of Revenue and the Corpo-
ration Department of the Office of the
Secretary of State to assist the depart-
ment in determining which persons are
required to file a report under ORS
98.352. The department believed that
this approach is a better way to identify



Audit Results (continued)

“likely holders of unclaimed property”
than by utilizing Employment! Depart-
ment staff and resources.

Recommendation: The depan-
ment should establish and monitor f-
nancial performance measures to pro-
vide a means to evaluate programs,
make decisions, and demonstrate how
successfully it 1s achieving its objective
of generating revenue for the Common
School Fund.

Status-Partially Implemented

Agency’s Response: The depan-
ment has made significant progress in
addressing this recommendation. The

State Land Board adopted the Depan-
ment of State Land’s Strategic Plan at
its October 2003 meeting. This plan

contains a number of goals and actions
relating 1o land and waterway manage-
ment. Associated with, or incorporated
within these goals are specific perform-
ance measures that the department will
now use to “evaluate (its) programs,

make decisions, and demonstrate how
successfully it is achieving its objective
of generating revenue for the Common
School Fund.” Additionally, this plan
also establishes as Agency Measure #1

“Percent annual increase in revenues
from all sources; 2005 goal is 4.5%

increase over 2002 amount.” Now that
this plan has been adopted, the depart-
ment will begin implementing the goals
and performance measures contained in
It,

Recommendation: When develop-
ing its Asset Management Plan, the de-
partment should incorporate minimum
required rates of return for real prop-
erty assets that are consistent with -
nancial theory and that meet the depart-
ment’s trust obligations.

Status-Not Implemented

Agency’s Response: Thedepan-
ment will begin updating its Asset Man-
agement Plan within the next several
months. As a part of the process of up-

dating this plan, the department will rec-
ommend the board adopt appropriate
rates of return for the real assets man-
aged by the department.

Recommendation: The department
should periodically monitor the actual
ratc of return against the established
minimums and take appropriate action
when necessary.

Status-Not lmplemented

Agency’s Response: Once the de-
partment completes its update of the As-
set Management Plan, it will have the
requisite targef rates of return against
which to measure the performance of its
real assets.

Division of State Lands:
Change of Director Audit
(Report No. 2001-13)

Recommendation: The department
should take additional measures to a-
sure that leave and payroll policies are
clearly understood by department man-
agement, personnel, and payrell officers.

Status-lmplemented

Agency’s Response: The depart-
ment has taken a number of measures to
ensure that leave and payroll policies
are clearly understood by all agency
staff. Among the action taken have n-
cluded the development and circulation
to all staff of policy statements concern-
ing leave and payroll policies. Addition-
ally, department policies on a wide vari-
ety of topics including leave and payroll
policies are posted on the agency's in-
ternal Internet website. Because non-
managerial/mon-exempt staff formed a
union bargaining unit in 2001, many of
the policies concerning leave and pay-
roll are clearly spelled out in the con-
lract agreement.

Recommendation: The department
should work with the Department of Ad-
ministrative Services State Controlier’s
Division to develop written policies and
procedures to implement the forthcomr

ing state policy regarding agency head
travel and timeshect review and ap-
proval.

Status-Implemented

Agency’s Response: The depart-
ment contacted the Department of Ad-
ministrative Services (DAS) and agreed
to defer to that agency's policies con-
cerning all policies and procedures
regarding agency director wavel and
timesheet review and approval. How-
ever, after consulting with DAS and
staff from the Secretary of State's g-
fice, it was decided that the most prac-
tical and expedient way for the depart-
ment's director to have histher travel
and timesheets reviewed and approved
was to have them signed by a desig-
nated Department of State Lands Assis-
tant Director. To have such documents
signed by the Governor (as chair of the
Land Board) or a person ar DAS was
determined to be impractical.



Objectives, Scope and Methodology

The objective of this audit was to
determine if the State Land Board,
through the Department of State
Lands, is maximizing the long-term
income generated by its rangeland &-
sets.

We reviewed background informa-
tion available on the Department of
State Lands (department) website to
gain an understanding of the rangeland
program. We reviewed the depart-
ment's Asset Management Plan, and
the 2000 and 2003 progress updates for
the Asset Management Plan.

We reviewed Oregon Revised Stai-
utes, Oregon Administrative Rules and
Oregon Attorney General Opinions
relevant to the rangeland program.

We conducted an initial review of
revenue generation by state-owned
rangelands, mineral rights, and sub-
merged and submersible lands. Based
on our review, we found that range-
Jands were the most likely land classi-
fication to be underperforming, and
decided to pursue a detailed review of
rangelands.

We interviewed key staff at the de-
partment office in Salem, as well as the
Eastern Region Manager and Range
Manager in the Bend office.

We reviewed reports related to range
management, trust fund management,
and the financial performance of
rangelands.

We obtained a list of active grazing
leases including parcel size, AUM -
pacity and annual fee. We reviewed
sample leases to identify important
lease provisions.

We contacted the United States De-
partment of Agriculture to obtain infor-
mation on private grazing fees in Ore-
gon and fees charged by other states
with similar publicly owned range-
lands.

We contacted county tax assessment
officials to obtain an vunderstanding of
rangeland value and tax implications of

converting rangeland to private ownet-
ship.

We contacted officials with the fed-
eral Bureau of Land Management to
gain an understanding of their range
management practices, and to confirm
that rangeland value appreciation does
not exceed the rate of inflation.

We contacted officials in other states
responsible for range or natural re-
source management in order to deter-
mine how their grazing fees were set,
what other fees were charged for graz-
ing, and if they had found alternate
uses for rangeland.

We reviewed the report of the 1993
Grazing Fee Advisory Committee to
the Director of the Department of State
Lands, to gain an understanding of the
basis for the grazing fee formula and
each of its compenents.

We reviewed accounting data used
by the department in their cost alloca-
tions. To compare the results from the
rangeland program to results of alter-
nate investments, we aiso reviewed
returns from U.S. Treasury securities
compared to inflation.

We reviewed minutes of State Land
Board (board} meetings available on
the department website, which in-
cluded minutes starting in 1995. The
minutes were reviewed to identify de-
cisions of the board affecting range-
land management. In addition, we ob-
tained detailed information on some
board meeting agenda items.

This audit was conducted in accor-
dance with generally accepted govem-
ment auditing standards.

Auditing standards require auditors
to be independent of the audited a-
ganization to avoid the possibility er
perception of a relationship that could
impair the audit work done or the find-
ings reported. The Secretary of State
serves as the constitutional Auditor of
Public Accounts, and also serves as a
member of the State Land Board, the
subject of this report.

This audit was performed by staff
members of the Oregon Audits Divi-
sion, a branch of the office of Secr-
tary of State. All staff members work-
ing on this audit have declared per-
sonal independence from the State
Land Beard and Department of State
Lands.
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STATEMENT OF OREGON CATTLEMAN'S ASSOCIATION REGARDING THE
SECRETARY OF STATE'S AUDIT OF THE STATE LAND BOARD'S COMMON
SCHOOL GRAZING LANDS PROGRAM

March 11, 2004

L INTRODUCTION

The Oregon Secretary of State’s audit report (“Report™) of the Oregon State Land
Board’s (“Board™) common school grazing lands program was released on March 3, 2004. The
primary finding is “the board could better fulfill its duty to maximize revenue for Oregon’s K-12
public schools”.! Based upon that finding the Report made recommendations to the board that,
1) the sale of all state grazing lands and investing the proceeds through the Common School
Fund, and/or 2) charging market lease rates for the grazing leases held by approximately 144
livestock producers, would be two possible ways to increase the revenue flow to the Common
School Fund. The Report states the Department of State Lands (“Department”) generally agrees
with most of the recommendations, but has reservations about some of the recommendations.

Absent from the Report in the back ground section or elsewhere is any discussion of
either the constitutional or statutory provisions detailing the responsibilities of the Board and the
Department for the management of the States grazing lands. Also there is no mention of the class
action litigation between the lessees and the State commenced in 1994 that ultimately reached
the Oregon Supreme Court in 1998, at which point a settlement was reached between the parties
that was approved and finalized by Order of the Harney County Circuit Court. The settlement
agreement was conditioned upon approval by the Beard of the leases to be issued, and the terms
of those leases, and the transfer by the legislature or the emergency board of $3,500,000 from the
general fund to the Common School Fund.

The items mentioned that do not appear in the Report, certainly suggest that assumptions
underlying the Report are incorrect, and the findings and the recommendations in the Report, are
and therefore open to question. The exclusion of the $3,500,000 transfer to the Common Schooi
Fund from any consideration in calculation of the total revenue attributable the state grazing
lands program, is an example of an item mentioned in the Report, but excluded based upon
flawed assumptions by the authors.

2

II. BOARD AND DEPARTMENT RESPONSIBILITIES REGARDING THE STATE
GRAZING LAND PROGRAM

Article VI, s. 5 of the Oregon Constitution provides for the creation of the State Land
Board and identifies individuals that make up the Board. It further provides “(2)The board shall
manage lands under its jurisdiction with the object of obtaining the greatest benefit for the people

T Art. VIII, 5. 2 provides that the “proceeds of all lands granted to the states for educational
purposes” shall be deposited in the Common School fund. The Department of State Lands
administers the Common School Fund, pursuant to certain statutory prescriptions. ORS 273.101.
See, e.g. ORS 273.101
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of this state, consistent with the conservation of this resource and under sound techniques of land
management.”

The ongoing management of the Board’s responsibility for the common school grazing
lands is delegated to the Department of State Lands and their management with respect to the
leases in question is authorized by statute:

“(b) Lease the lands subject to such terms and conditions as the department prescribes or
is otherwise prescribed by law. Leases shall be of sufficient duration so as to encourage the
rehabilitation and the improvement of the lands by the lessee.” QRS 273.815 (1) (b)

The same statute states in some detail the terms of a lease that the Department could issue
to carry out its obligations, that contained a lease term and a renewal terms of 20 years, not the
15 year period actually adopted in the lease agreed by the Department as part of the settlement of
the class action litigation mentioned above. ORS 273.815(2)

The Audit Report does not reflect any consideration of the constitutional requirement that
the grazing lands be managed in a manner “consistent with the conservation of this resource and
under sound techniques of land management”. In its advocacy one trust principle, that of
maximizing revenue to K-12 schools, it totally ignored an equally important trust principle, the
duty of any trustee, such as the Land Board, is to preserve and enhance the trust asset. This
second trust principle is reflected not only in the constitutional provision mentioned, but in the
legislative direction to implement long term leases with rights of renewal to encourage lessees to
take “ownership” of their lease rights and adopt measures to enhance and rehabilitate the trust
asset. Not to be found in any statute or constitutional provision is the requirement that the Board
pursue top dollar for the leases at the expense of all other trust obligations. In fact the duty stated
to be the primary obligation of the Board in the Report with respect to these lands, is not to be
found in either the statutory or the constitutional provisions governing the Boards actions. The
duty to “maximize revenue” at the expense of all other considerations is parallel to, if not
identical with, the positions argued unsuccessfully through four separate court cases involving
these grazing leases instigated by an environmental organizations over the past ten years.

IOI. CURRENT LEASE RATES ARE AT GR ABOVE THE MARKET RATE FOR
PUBLIC LAND GRAZING LEASES.

The Report states that the State grazing land formula adopted in 1996 to set lease rates for
State grazing land leases yielded a rate of $4.52 per AUM? in 2002. Based upon a USDA
National Agricultural Statistics Service report, the Audit Report asserts that the 2002 average
grazing fees for privately owned, non-irrigated grazing land in Oregon are 12.60 per AUM.
Based upon another publication, the Audit Report concludes that a 30% reduction in the private
land lease rates is an appropriate method to identify the public land grazing lease fees, and by
applying that reduction for the year 2002, the market rate for the States grazing land program
lease rate is $4.30 below market rate, or stated differently, the market rate for the states grazing
land program is $8.82 per AUM. The Report concludes that by charging market rates as defined

> AUM means Animal Unit Month which is defined in the Report.
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by the Audit Report, the common schoo! fund would have realized an additional $1.45 million in
revenue from the grazing program in the period 1998-2002.

The only public grazing land leases in Oregon other than those at issue in the audit report,
are those issued by the Bureau of Land Management (BLM) and the U.S. Forest Service (FS). In
this instance the lands most comparable to the vast majority offered for lease by the Department
under the State grazing land program are those of the BLM that are located contiguous to the
States grazing lands in Harney, Malheur, Lake, and Klamath Counties. In fact much of those
BLM lands are lands that were formerly owned by the State and were exchanged (traded) to the
BLM in the 1960°s in the largest land trade in the history of the United States.

The lease rates for those BLM lands, in fact for all BLM lands in Oregon, was
$___/AUM in the year 2002. The FS grazing fees for the year 2002, was $ /AUM.
Applying those rates, it appears that the Land Board has in fact obtained (above/below) market
rates for the State grazing land program at least since 1996. That is hardly a basis for the Board
to rush into a program and attempt to sell the lands in hopes of producing higher returns by
managing financial assets rather than lands, as recommended by the Audit Report. In fact, if the
market rate for the States Grazing Lands is $4.52 per AUM or less, and if that is all those lands
can reasonably be expected to return on an annual basis, perhaps the stated anticipated net return

for the sale of the lands needs to be significantly reduced.

IV.  THE 83,500,000 GENERAL FUND TRANSFER TO THE COMMON SCHOOL
FUND WAS INTENDED TO PERMANENTLY RESOLVE THE ISSUE OF “MARKET
RATE” FOR GRAZING LAND LEASES, AND MUST BE CONSIDERED IN
CALCULATIONS OF ANNUAL REVENUE FROM THESE LANDS.

Chap. 871, Or. L. 1997, s. 34 is the legislative enactment that appropriated the $3.500,
000 to the Emergency Board and authorized the Emergency Board to expend it for particular
purposes that are listed in section 2 of the bill. It provides:

SECTION 34. (1) In addition to and not in lieu of any other
appropriation, there is appropriated to the Emergency Board, out of

the General Fund, for the biennium beginning July 1, 1997, the - e aEEe

" sum of $3,500,000.

(2) The appropriation in subsection (1) of this section shall
be used for implementing an assured lease program for state-
owned rangeland. The appropriation shall be used as
compensation to the Common School Fund to allow the State Land
Board and the Division of State Lands to issue assured grazing
leases to current state grazing lessees in such a manner and under
such terms as determined by the State Land Board to be consistent
with the Board’s constitutional trust and land conservation
obligations. The appropriation may be used for the following
public purposes:

(a) To provide a basis for settlement of ongoing litigation
and reduce potential for future litigation;

(b) To provide a sufficient lease tenure and security of
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lease renewability to help stabilize affected eastern Oregon ranch
units and local economies; and

(c) To encourage lessee investments in rangeland health
and productivity improvements and facilitate cooperative working
relationships between lessees and conservation interests.

(3) Ifany of the moneys referred to in subsection (1) of
this section are not allocated by the Emergency Board prior to July
1, 1998, the remaining moneys on that date shall become available
for any other purpose for which the Emergency Board may
lawfully allocate funds.

Given the provisions of this legislative enactment it is difficult to see how the Secretary
of State concludes, as it does in the Audit Report that the $3,500.000 transfer authorized by this
bill for the specific purposes to which it was directed should be totally excluded from
consideration in calculating the revenue derived from the state grazing lands for the Common
School Fund between 1998-2002. It is obvious that the income generated annually from the
$3,500,000 transferred to and managed by the Common School Fund must be included in any
consideration of whether the return from the common schoo! grazing lands equals or exceeds
“market rates” for the long term leases it was intended to assure,

The settlement of the litigation which was under negotiation between the parties for the
better part of 2 years as the litigation progressed through the courts. When it was finally
-concluded, it required approval of the State Land Board, and the issuance of a lease with specific
terms and lease terms of 15 years with the right of renewal for an additional 15 years, and the
transfer of $3,500,000 to the Common School Fund by the Emergency Board. That was
accomplished by December 18, 1998, according to the letter from Rives Kistler Assistant
Attorney General assigned to defend the case which is attached as Ex. A.

The settlement also addressed the additional trust obligations (beyond maximizing
revenue, although that is also addressed) of the Land board’s and the Department’s (then known
as the Division) trust fiduciary and land conservation obligations, and strengthening resource
stewardship requirements, according to a letter from Paul Cleary dated December 4, 1998,
attachad as Ex. B. Mr. Cleary was then the Director of the Division of State Lands, he
additionally commented in the letter, “** [ think the revisions should also enhance the legal
defensibility of the new lease form and leasing system, should they be challenged on either a
legal sufficiency or trust obligation basis”.

Prior to both Ex. A. & B, The Harney County Circuit Court, on Remand from the Oregon
Supreme Court, approved the Class Action Settlement agreed to by the State and the Lessees. In
doing so it overruled the objections to the settlement filed by the Oregon Natural Desert
Association, (“ONDA”) to the effect that the lease form agreed to amount to a lease in perpetuity
at les than market rates. No mention was made in that objection, of the benefit to the Common
School Fund, by the transfer of the $3,500,000. No other objections were received to the
settlement and it was approved. ONDA did not appeal that approval. A copy of the Lessee’s
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Response to ONDA’s objection and a copy of the Court order approving the settlement are
attached as Ex. C & D.?

3 ONDA filed its 4™ lawsuit challenging the Department’s State Grazing Land Lease program,
again on the grounds that the issuance of the leases required by the settlement outlined above,
represented a violation of the Land Board’s fiduciary duty, and the leases are below market rate
grazing leases in 2003. That case was also dismissed, and again ONDA did not appeal the
dismissal. Again, ONDA refused to address the benefit to the Common School Fund, and the
four years of enhanced returns it provided and will provide into the future in “perpetuity”. It
now appears that ONDA, unable to persuade three courts of the validity of its flawed approach to
the issue has found an ally in the Secretary of States Office. Curiously, the Audit Report reflects
the same reluctance to address the benefits of the $3,500,000 transfer to the Common School
Fund as part of the return from the Oregon State Common School Grazing Lands, as ONDA. It
therefore should not be credited.
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MEMORANDUM

April 13, 2004

To:

From:

Governor Theodore R, Kulongoski
Secretary of State Bill Bradbury
State Treasurer Randall Edwards

Ann Hanus
Director

Subject:  Recent Audit of the Management of Rangelands

This past month the Secretary of State’s Audits Division released an
audit of the Department’s management of rangeland for the period of
1998 to 2002 (see attachment). The audit recommended that the
Land Board use a systematic approach to maximizing long-term
income from rangelands. It called on the Department to evaluate each
parcel for sale or alternate use, and determine how best to maximize
long-term revenue.

While

we agreed with a number of the audit’s specific

recommendations we had reservations about others. We are now
implementing efforts to act on the audit recommendations and will
provide a detailed plan.

Audit Recommendations

The specific recommendations of the audit include:

Sell all or part of the land through an open competitive bidding
process;

Exchange all or part of the land for a better performing asset;
Obtain market rates for leases either by reinstating competitive
bidding for rangeland leases or increasing grazing fees to market
rates;

If rangelands are leased using the grazing fee, review the
grazing fee formula and factors at least once every three years
as required by Oregon Administrative Rule: and

A-S



o If rangelands are retained, determine the resources needed to
properly protect the asset and maximize its value.

Department Plans
DSL plans several actions to address audit recommendations:

ASSET MANAGEMENT PLAN: We will analyze audit
recommendations through a process begun recently to update the
State Land Board’s Asset Management Plan. The plan, first adopted
in 1995, guides DSL in its care and management of the land,
waterways and minerals under the stewardship of the board to
provide the highest benefit for the Common Schoo! Fund. The plan
update will re-evaluate the income potential and highest and best
use of all parcels; will identify lands for sale or exchange; and will
determine how the proceeds would be re-invested.

LAND SALES: Until recently, DSL did not have staff to handie land
sales or to fully explore new revenue generation opportunities.
Approval of an additional position by the 2003 Legislature will allow
DSL to begin to process existing land sale applications this fall. We
will concentrate on those sales that make good business sense to
benefit the Common School Fund. We also will explore new
revenue options, such as wind generation of electricity. To speed
up this work, we will seek additional staff and resources from the
2005 Legislature.

ADVISORY COMMITTEE: DSL will form a grazing fee advisory
committee in the near future to review audit findings related to the
current lease fee formula and make recommendations to the Land
Board. Much like the 1995 Grazing Fee Advisory Committee this
new committee will include persons representing lessee, education
beneficiary and environmental interests as well as persons with
expertise in agriculture economics and range science. We will
recruit members over the next two months and return to the June

Land Board meeting with a slate for your endorsement.

STRATEGIC PLAN: Qur Strategic Plan, adopted by the Land Board
last fall, also contains actions that address some of the concerns
expressed in the audit. Examples include investigating revenue
options and conducting resource condition inventories on 30,000

acres of rangeland per year.

DSL staff members and I plan meetings May 17-19 in Lakeview and
Burns to discuss the rangeland audit and the Asset Management Plan
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update with lessees and other interested parties. We will notify all
lessees and others as soon as details are confirmed.

A copy of the Department’s response to the audit is attached to this
Information Item.

Attachments

A. Rangeland Audit
B. DSL Responses

State Land Board
April 13, 2004
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O Answers to Commonly Asked
fegon Questions Concerning the
D Department of State Land’s (DSL)
epartment Response to the 2004 Rangeland
Audit Conducted by the Oregon Audit
of State Lands Divislon

INTRODUCTION

This past March, the Audits Division of the Secretary of State’s office released an audit of the
Department s rangelands. During the week of May 17, DSL Director Ann Hanus and staff held
public meetings in Burns, Lakeview and Bend to discuss the results of the audit and explain how
DSL intends to respond to the audit recommendations. This Q and A is a result of those
discussions.

QUESTIONS AND ANSWERS

1. Why was the rangeland audit conducted? .

Audits are an essential accountability tool for ensuring that public dollars are spent wisely
and within legal constraints. The Secretary of State’s Audits Division conducted this audit as
part of a series of routine audits focused on state real estate property. Over the past several
years, audits have been conducted on Higher Education real estate, fish hatcheries, prison
buildings, and fire fighting. Future audits are planned for parklands, Oregon Department of
Transportation owned lands, and forest lands. Thus, this audit was not specifically requested
by the Department and the Land Board. There is no intention by the Department of State
Lands or the Land Board to reopen rangeland litigation that was settled in prior years.

2. . What rangelands will you be selling? Do you intend to sell all rangelands?

At this time, we do not plan on selling Jarge tracts of currently leased rangelands.

DSL does not intend to recommend to the Land Board that all rangelands be sold; nor does
the Land Board’s current Asset Management Plan authorize the sale of all rangeland.
Rangelands are viewed as an important contributor to the Common School Fund portfolio.
In accordance with the Asset Management Plan, DSL will give priority to selling unleased
smaller, 1solated tracts of rangeland; a lower priority will be selling a few small isolated
leased tracts that are difficult to manage and make good business sense to sell. We will
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follow up on the existing pending land sale applications to determine if it makes good
business sense to proceed through the sale process for some or all of these tracts. The
progress will be slow as staff resources to do this work are extremely limited at this time.

At its June 8 meeting the Land Board authorized us to begin the process to determine if we
should offer for sale nine parcels of isolated rangelands (the largest, in Malheur County, is
640 acres) totaling about 2,457 acres in Malheur, Wallowa, Wheeler and Jackson counties.
These parcels were identified due to their isolation, difficulty in managing and cost. Further,
some of the candidate parcels are currently leased and the lessee has shown interest in buying
them. If we conclude that any or all of these parcels should be sold, we will return to the
Land Board for permission to proceed with the sales, possibly by the end of this year.

If | ho_Id a cu,rl_'e_n__tj fIe_;:nése, will the land | am leasing be sold?

At this time, we are giving a low priority to the sale of leased land. We are not going to sell

leased land unless it makes good business sense for the Common School Fund and is in line
with our Asset Management Plan. As stated before, we will give priority attention to selling
1solated, unleased tracts.

Once the Asset Management Plan is revised and adopted (target date early 2005), we might
also consider giving higher priority to selling the small isolated tracts of leased lands. In any
event, we will not be offering a property for sale without having first talked to the lessec. We
will honor all contractual obligations of the lease in effect at the time. Many of the current
lease contracts require that DSL give the lessee a two-year prior notice if DSL determines to
sell the land without the lease in place.

How will improvements be handled if land that is currently leased is sold?

This is only an issue if the rangeland is sold to someone other than the lessee. If the lease is
terminated prior to the sale, then the lease contract terms control how DSL-approved lessee
improvements are to be handled. Consult your current lease contract to see how this situation
might apply to you. In many cases, the contract allows for the lessee to remove the
improvements or DSL may choose to “...compensate the lessee for the fair market
contributory value of the structural improvements.” If the land is sold, subject to the existing
lease to someone other than the current lessee, then the terms and conditions of the lease in
place at the time of sale will control the disposition of the improvements.




5. -

Will the grazing fee formula for my lease change?

There is currently no immediate plan to change the grazing fee formula. Whether or not the
formula will be changed is likely to be affected by the recommendations of the Grazing Fee
Advisory Committee. In any event, for the formula to be changed at all, a public rulemaking
process is required including public hearings and final approval of the Land Board.

The Director is putting together a Grazing Fee Advisory Committee to review the audit
findings about the grazing fee and analyze whether the current rate reflects at least a fair
market rental rate. We plan on having the Committee first meet in September and conclude
their deliberations in the summer of 2005. The findings of this Committee will be reported to
the Land Board. No change to the fee can be made without the review and approval of the
Land Board following a public hearing process.

Does the Departrhent intend to reinstate competitive bidd'ing for rangeland
leases? What was the purpose of the $3 5 million dollar payment to the
Common School Fund for grazing !eases’? P g L

Competitive bidding will not be reinstated to award leases for current lessees as the terms
and conditions of the current lease contract control how lease renewals are handled. You
should look over your existing lease contract to see the renewal provisions. Current leases are
binding on both the Department and the lessee. As long as the lessee lives up to the terms
and conditions of the lease contract for the duration of the lease, there will not be competitive
bidding for a current lease.

The purpose of the $3.5 million that the Legislature transferred to the Common Schoo! Fund
was ““...to Issue assured grazing leases to current state grazing lessees in such a manner and
under such terms as determined by the State Land Board to be consistent with the Board’s
constitutional trust and land conservation obligations™ (Chapter 871 Oregon Laws 1997).

If a leasehold becomes available due to: (1) lessee’s default or (2) is given up by the current
lessee or (3) previously unleased land 1s offered; a new lessee will be selected using the
process described in the DSL. rules for rangeland management (OAR 141-110- 040 and 050).
According to the rule, a competitive bidding process may arise when there is interest
expressed in leasing the parcel by several qualified parties. '

Will the state have to repay the $3.5 million?

No.




8. What is the purpose of the Grazing Fée Advisory Committee?

The charge to the Committee is: 1) review the audit findings about the grazing fee; 2)
analyze whether the current rate reflects at least a fair market rental rate; and 3) make
recommendations that the Director will report to the Land Board.

The primary trust responsibility goals with respect to management of the Common School
Fund lands are to generate revenue for the Common School Fund and conserve the corpus of
the fund and its lands. As the Committee deliberates, it is important that the Committee’s
recommendations adhere to the following principles:
1.) The Land Board and the Department of State Lands must obtain fair
' market value from the use of Common School Fund trust lands in order to
meet fiduciary responsibilities;
2) The Common School Fund lands must be managed to conserve the
productivity and sustainability of the lands for the Common School Fund
over the long term.

The work of the Commiittee will begin in September 2004 and is expected to be
completed by June 2005.

9.  Will the state finance the sale of land?

Yes. The terms are stated in the L.and Board’s rules and state law for land sales.

An eligible purchaser of rangelands may enter into a land sale contract with DSL for a
period not exceeding 10 calendar years beginning with the date of issuance of the
certificate of sale. A 10 percent payment is due at the time of the sale and the remainder
is to be paid off in 10 equal annual installments. The interest is fixed at the time of sale
by DSL.

10... How much is the land sale and exchange application fee?

$250. The fee is set by the Board in its rules for sales, exchange and purchase of lands.
See OAR 141-067-280.

K:\Palicy\Wohn\2004 Grazing Fee Adv Comm\QA on rangeland audit.doc




STATE OF OREGON
STATE LAND BOARD
DIVISION OF STATE LANDS
Rangeland Forage Lease FL-16322
The Oregon State Land Board and the Division of State Lands (STATE), hereby

lease to the person(s) herein named (LESSEE) the following described lands on the
terms and conditions stated herein, to wit:

NAME of LESSEE: ADDRESS:

Monte Siegner PO Box 33
: Riverside, Oregon 97917

Liand situated in Malheur County more fully described as follows:
Legal Description: See Attachment 1

Total number of acres: 158.52 more or less.

SECTION 1 - LEASE TERM, RENEWAL, RECLASSIFICATION

1.1 Term: This Lease shall continue for a period of fifteen (15) years commencing
on March 1st, 1999 and expiring on February 28tk 2015.

1.2 Renewal: LESSEE shall have an option to renew this lease for an additional
term of fifteen (15) years after the original and each renewal lease term
provided that LESSEE has submitted a completed lease renewal application
form to the STATE. Upon receipt of such application, this lease shall be
renewed by the STATE unless:

(a) The STATE determines that the LESSEE has not complied with the
terms of this Lease, the applicable statutes and administrative rules,
and any applicable Rangeland Management Plan and amendments
thereto; or

(b) The STATE determines, pursuant to Subsection 1.3 of this Lease and
applicable statutory and administrative rule criteria and procedure,
that the lands for which this Lease is issued, or a portion thereof,
should be reclassified to a land classification other than rangeland. If
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1.3

(c)

the reclassification process has been initiated but not been completed
by the lease expiration date specified in Subsection 1.1, this Lease
shall be extended on a month-to-month basis until the review is
completed, but in no event shall this Lease expire any earlier than two
(2) years after LESSEE has been notified that the land will be
reclassified and this Lease will be terminated as to the reclassified
land, or

The STATE determines that the renewal of this Lease for all or
portions of the leasehold would be contrary to local, state, or federal
law, or would be inconsistent with the STATE’s fiduciary
responsibilities, or would not obtain the greatest public benefit
consistent with the conservation of the resource under sound
techniques of land management as required by Article VIII, Section 5
of the Oregon Constitution. Unless the renewal of this Lease is
contrary to law, STATE shall provide LESSEE two (2) years advance
written notice of its intent to not renew this Lease for all or portions of
the leasehold pursuant to the provisions of this Subsection (1.2(c)).
The Division shall report all proposed determinations pursuant to this
Subsection (1.2(c)) to the State Land Board for review and final
approval.

The provisions of Subsection 1.2 only apply to renewal of this LEASE. They
do not affect any right or obligation that either the STATE or the LESSEE
has under any other section of this Lease.

Reclassification:

(a)

(b)

Lands may be evaluated by the STATE for reclassification if they are
determined to be:

(1) Isolated and/or uneconomic to manage;

(11)  Zoned for a use other than exclusive farm use, exclusive grazing
use, or similar exclusive agricultural use:

(1)  Required for public infrastructure use; community expansion or
economic development purposes;

(iv)  Surrounded by land dedicated to another use which precludes
grazing such as critical habitat for threatened or endangered
species; or :

{(v) Incapable of supporting sustained forage yields under proper
rangeland practices.

Reclassifications can occur at any time for vacant lands.
Reclassifications for lands under lease can only occur upon expiration
of the term of that lease following two (2) years advance notice and
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2.1

2.2

3.1

consultation with the affected lessee, the pertinent Oregon legislative
committee(s), and other interested persons.

(c) Reclassifications for lands under lease shall be restricied to the
minimum acreage necessary to meet the purpose of and need for the
reclassification. The Division shall work with the affected lessee to
minimize, and wherever practicable, offset the loss of Animal Unit
Months (AUMs) of grazing capacity on a leasehold due to a land
reclassification. Affected leaseholds shall be given a priority in the
allocation of Division rangeland improvement funding. Affected
lessees shall also be notified of any opportunity to lease vacant lands
in their operating area.

(d)  The Division shall report all proposed rangeland reclassifications to
the State L.and Board for review and final approval.

SECTION 2 - AUTHORIZED FORAGE USES AND CAPACITY

Purpose: This Lease shall grant the LESSEE the right to use the above
described land for rangeland forage purposes in accordance with these Lease
terms and conditions, applicable local, state and federal laws, the applicable
Rangeland Management Plan, and the applicable Oregon Administrative
Rules.

Forage Production Capacity And Adjustment: The average annual base rate
forage production capacity presently established by the STATE for this Lease
1s 12 AUMs. The STATE reserves the right to redetermine the average
annual base rate forage production capacity at any time during the term of
this Lease.

SECTION 3 - RENTAL

Rental: The rental to be paid for the first lease year beginning March 13
1999, and ending February 28th, 2000, 1s $100.00, receipt of which is hereby
acknowledged. For subsequent lease years, the annual base lease rental will
be calculated by multiplying the annual base rate forage production capacity
(in AUMS) established by the STATE pursuant to Subsection 2.2 by the base
AUM rental rate as established and adjusted pursuant to the provisions of
applicable Oregon Administrative Rules. Rental amounts may also include
annual charges for loan repayments by the LESSEE as authorized under the
provisions of applicable Oregon Administrative Rules. Unless otherwise
authorized by the STATE, annual rental amounts shall be paid by the
LESSEE each year in advance within thirty (30) days of the date of the
STATE’s billing notice.
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4.1

4.2

SECTION 4 - RESERVATIONS AND RESTRICTIONS

Compliance: The STATE shall have access to the premises at all reasonable
times for the purpose of evaluating and ensuring compliance with the terms
and conditions of this Lease.

Reservations: The STATE reserves:

(a)

(b)

(c)

(d)

(e)

The right to lease and dispose of all coal, oil, gas, geothermal resources
and other minerals, and all deposits of clay, stone, gravel and sand
valuable for building, mining, or commercial purposes, and all timber,
together with the right to explore, mine, develop, produce and remove
such minerals and other deposits and timber with the right of ingress
and egress thereto, and to terminate this Lease as to all or any portion
of the leasehold premises when required for these purposes with forty-
five (45) days prior written notice to LESSEE.

The right to enter in and upon the premises at any time for purposes of
inspection or management.

The right at any time to grant easements across the premises for
roadways, ditches, canals, tunnels, telephone and telegraph lines,
pipelines, power lines, or other lawful purpose, with right of ingress
and egress thereto.

The right to lease or authorize use of the premises or any part thereof
at any time for any purpose other than the rights and privileges
granted by this Lease, so long as the rights and privileges granted by
this Lease are not substantively impaired by the subsequent lease or
use, and with forty-five (45) days prior written notice to the LESSEE.
If, during the term of this Lease as established in Subsection 1.1, the
STATE determines that it is desirable to lease or authorize use of any
portion of the leased premises for another purpose not otherwise
reserved to the STATE in this Lease, and in a manner that
substantively impairs the rights and privileges granted by this Lease,
then the STATE shall compensate the LESSEE for liquidated damages
with a one-time payment of fifty dollars ($50) per AUM for any and all
substantively impaired forage production capacity. The STATE shall
also modify the leasehold description and adjust the average annual

forage production capacity to delete the substantively impaired portion
of the leasehold.

All rights not expressly granted to LESSEE by this Lease are reserved
by the STATE.
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4.3

4.4

4.5

Public Access and Recreational Use Reservation: All STATE land leased for
rangeland forage purposes shall be open and available to the public for
recreational uses unless restricted or closed by the STATE to public entry
pursuant to the provisions of applicable Oregon Administrative Rules.
LESSEE may request the STATE to close the lands to public entry or restrict
recreational uses by the public on all or portions of the leased premises in

order to protect (a) crops, (b) other land cover, (¢c) improvements on the land,
{d) lrvestock, (e) LESSEE, or (f) the general public.

Restriction on Use: In connection with use of the premises the LESSEE
shall:

(a) Comply with all applicable local, state and federal laws and
regulations affecting the premises and the use thereof, and correct at
the LESSEE's own expense any failure of compliance created through
the LESSEE's fault or by reason of the LESSEE's use.

(b)  Take all reasonable precautions to protect the leased area from fire
and report the observance of any fires on or adjacent to the leased
premises to the STATE as soon as possible and be prepared to make
reasonable effort to contain or suppress the fire if requested.

(c)  Dispose of all waste in a proper manner and not allow debris, garbage
or other refuse to accumulate on the leased premises. If LESSEE
allows debris, garbage or other refuse to accumulate on the premises,
STATE shall have the right to remove the debris and collect the cost of
such removal from LESSEE.

{(d) Not cut, destroy or remove, or permit to be cut, destroyed or removed,
any timber that may be upon the premises except with written
permission of the STATE or in accordance with an approved
Rangeland Management Plan. The LESSEE shall promptly report to
the STATE the cutting or removal of timber by other persons.

(¢}  Conduct all operations on the premises in a manner which protects
long term soil fertility, forage production, and water quality, and does
not contribute to soil ercsion or noxious weeds.

f) Maintain all buildings, wells, dams, windmills, fences, and other
improvements located on the leased premises in a good state of repair.

Water Rights: Any water right initiated or established on the leased
premises, that, pursuant to applicable state law governing the use and
appropriation of water, is an appurtenance of the leased premises, shall
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4.6

5.1

5.2

remain with the land described in this Lease and can only be transferred
with written permission of the STATE.

Hazardous Materials: LESSEE shall obtain prior written authorization from
the STATE before using, placing, or storing any material on the leasehold.
LESSEE shall use, place, store or release, or allow to be used, placed, stored
or released, any material that may pose a danger to the public, wildlife, or its
habitat, including, but not limited to, hazardous wastes, pesticides, or toxic
substances only in strict compliance with all laws and manufacturer’s
instructions and shall take all necessary precautions to protect the leasehold
and its soil and vegetation. LESSEE shall keep and maintain accurate and
complete records of the amount of such materials stored and/or used on the
leasehold and shall immediately notify STATE of any potential risk to the
leasehold.

SECTION 5 - REQUIREMENTS

Assignment and Sublease: The LESSEE may not assign, mortgage, sublease
nor enter into any pasture lease without first obtaining the prior written
consent of the STATE pursuant to the requirements of the applicable Oregon
Administrative Rules. The STATE reserves the right to condition its consent
as it deems reasonably prudent, including the right to require changes to the
terms of this Lease. Each assignee, sublessee, and pasture lessee shall be
required to comply with all of LESSEE’s obligations under this Lease, the
applicable Rangeland Management Plan and the applicable Oregon
Administrative Rules. LESSEE shall remain liable for the performance of
the obligations under this Lease unless the STATE’s written consent
expressly releases LESSEE from further liability hereunder. For the
purposes of this section, if LESSEE is a corporation or partnership, the
transfer of any corporate stock or partnership interest (including by operation
of law) shall be deemed an assignment subject to the provisions of this
Section if the result of said transfer shall be the change of management
control or controlling interest of LESSEE.

Condition of Premises and Improvements: The leased premises and
improvements on the leased premises have been inspected and are accepted

in their present condition, and LESSEE takes the premises and
improvements AS IS. The STATE has made no oral representations
concerning the condition of the leased premises, nor its fitness or suitability
for any purpose, including the grazing of livestock. The improvements shall
be kept in as good a condition by LESSEE as existed at the commencement of
the Lease allowing for reasonable wear and tear. Generally, the leased
premises shall be managed in a husbandlike manner so as not to cause
damage to the land or deterioration in the amount, type, or quality of forage
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5.3

5.4

6.1

6.2

6.3

6.4

6.5

as determined by the STATE. Specifically, the premises shall be maintained
in accordance with the applicable Rangeland Management Plan as provided
in Section 7. LESSEE shall be responsible for all maintenance expenses
unless otherwise designated in the Rangeland Management Plan.

Liability: LESSEE agrees to defend and hold STATE harmless from any and
all claims suffered or alleged to be suffered on the premises or arising out of
the LESSEE's operations on the premises. Further, LESSEE shall be
responsible for the payment of any fines or penalties charged against the
premises as a result of LESSEE's action in not complying with laws or
regulations affecting the premises.

Assessments: LESSEE shall pay all taxes and/or assessments that may be
legally charged on public lands or related improvements which are levied
against the property subject to this Lease, whether or not such taxes and/or
assessments have been levied against the leasehold or STATE by the
assessing agency.

SECTION 6 - MISCELLANEOUS

No Partnership: STATE is not a partner nor a joint venture with LESSEE in
connection with the business carried on under this Lease and shall have no
obligation with respect to LESSEE's debts or other liabilities.

Non-Waiver: Waiver by either party of strict performance or any provisions
of this Lease shall not be a waiver nor prejudice the party's right to require
strict performance of the same provision in the future or of any other
provision.

Attorney Fees: If a suit or action is instituted in connection with any
controversy arising out of this Lease, the prevailing party shall be entitled to
recover, in addition to costs, such sums as the court may adjudge reasonable
as attorney fees.

Binding Interest: This Lease shall be binding upon and inure to the benefit
of the parties, and the respective heirs, administrators, successors, and
assigns of the parties hereto.

Notices: Any official STATE notice required under this Lease shall be sent
by certified mail and shall expressly be deemed to be delivered five (5) days
after the certified letter is mailed to the address given by the LESSEE in the
signature block of this Lease or as shown on the most recent formal written
notice of record with this Lease. LESSEE shall provide the STATE formal
written notice of any change of address, change in
corporation/partnership/ownership, or change in person(s) authorized to
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represent the LESSEE. The STATE shall provide written acknowledgment
of such formal LESSEE written notices and retain copies of both the LESSEE
notice(s) and STATE acknowledgment(s) with this Lease.

6.6 Liens:

(a)

(b)

No person shall have the right to file or place any lien of any kind or
character upon the land or improvements within the leasehold
premises without the prior written consent of the STATE.

In the event liens or other charges are placed on the leasehold
premises, including land or improvements, arising out of LESSEE's
actions directly or indirectly, the LESSEE shall immediately cause
such liens to be discharged. The STATE may terminate this Lease if
LESSEE fails to discharge such liens or charges after ten (10) days
notice to do so by STATE. LESSEE shall pay and indemnify the
STATE for all costs, damages or charges of whatsoever nature,
including attorney's fees, necessary to discharge such liens or charges
whether such costs, damages or charges are incurred prior or
subsequent to any cancellation of this Lease.

6.7  Default: The following shall be events of default:

(a)

(b)

(c)

Failure of LESSEE to pay any rent or other charge within thirty (30)
days after a billing notice 1s mailed by STATE.

Failure of LESSEE to comply with applicable laws, administrative
rules, management plans, or any terms or conditions or obligations of
the Lease within thirty (30) days after written notice by STATE
specifying the nature of the deficiency. If the default is of such a
nature that it cannot be completely remedied within the thirty (30)-day
period, this provision shall be complied with if LESSEE begins
correction of the default within the thirty (30)-day period and
thereafter proceeds with reasonable diligence and in good faith to
effect the remedy as soon as practicable.

Insolvency of LESSEE; an assignment by LESSEE for the benefit of
creditors; the filing by LESSEE of a voluntary petition in bankruptcy;
an adjudication that LESSEE is bankrupt or the appointment of a
receiver of the properties of LESSEE; the filing of any involuntary
petition of bankruptey and failure of LESSEE to secure a dismissal of
the petition within thirty (30) days after filing; attachment of or the
levying of execution on the leasehold interest and failure of LESSEE to
secure discharge of the attachment or release of the levy of execution
within ten (10) days. If LESSEE consists of two (2) or more
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6.8

6.9

(d)

individuals or business entities, the events of default specified in this
paragraph shall apply to each individual unless within ten (10) days
after an event of default occurs the remaining individuals produce
evidence satisfactory to STATE that they have unconditionally
acquired the interest of the one causing the default. If the Lease has
been assigned in compliance with Subsection 5.1 of this Lease, the
events of default so specified in this Subsection shall apply only with
respect to the one then exercising the rights of LESSEE under the
Lease.

Notwithstanding the above, if the STATE in good faith believes that a
material default has occurred which may imperil the STATE’s rights in
the land or its fiduciary duties under law, the STATE may declare an
immediate default without any right of LESSEE to cure the deficiency.

Termination Upon Default: In the event of a default, the STATE shall have

the right to terminate this Lease by giving written notice of termination to
LESSEE by certified mail. Upon such termination, the STATE shall have
the right to re-enter said premises. The STATE shall be entitled to recover
from LESSEE all costs arising out of the reentry and all costs of re-letting the
premises. In the event the STATE elects to terminate this Lease, LESSEE
shall immediately vacate the premises., All improvements located thereon
shall be disposed of as provided by Section 8 of this Lease.

STATE’s Right to Cure Defaults:

(a)

(b)

If the LESSEE fails to perform any obligation under this Lease, the
STATE shall have the option to perform the obligation of the Lease
after thirty (30) days written notice to the LESSEE. All of the
STATE's expenditures to carry out the obligation shall be reimbursed
by the LESSEE on demand with interest at the rate of one percent
(1%) per month accrued from the date of expenditure by the STATE.

In the event any violation or breach of the provision of this Lease is
causing damage to the leasehold premises or the LESSEE is utilizing
the leasehold premises in a manner not permitted by the provision of
this Lease, or in any case damages are occurring to the leasehold
premises, the STATE may immediately enter upon the leasehold
premises and take such action as necessary to cease such damages or
use. In the event the damage or use is occurring by reason of a
violation or breach of the provisions of this Lease, the LESSEE shall
be liable for all costs incurred by the STATE by reasons of such
violations. The STATE, at its option, may send notice to the LESSEE
of such violations and LESSEE shall immediately cease such use or
violation and correct such violation.
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6.10

6.11

6.12

6.13

6.14

Weed Control: As authorized in writing by the STATE, the LESSEE shall
control noxious weeds, plant pests and diseases on the leased premises as
directed by the local county weed control district, the Oregon Department of
Agriculture and/or any other governmental authority which may now or in
the future have authority with regard to the prevention and/or control of

noxious weeds, plant pests and/or diseases, or as may be authorized or
directed by the STATE.

Termination for Sale or Exchange: In addition to any other Lease
reservation or termination provision contained herein, this Lease is granted
upon the express condition that should the STATE hereafter find it to be in
the best interest of the STATE to sell or exchange the lands embraced in this
Lease, then this Lease may be terminated upon giving the LESSEE two (2)
years advance written notice, unless by mutual consent of the STATE and
the LESSEE, an earlier termination date may be fixed.

Holdover: If LESSEE does not vacate the leased premises at the time
required, STATE shall have the option to treat LESSEE as a tenant from
month to month, subject to all of the provisions of this Lease except the
provisions for term, renewal, and rental. The STATE shall have the option to
unilaterally establish a new rental for the month-to-month tenancy, with said
rental payable in advance. If a month-to-month tenancy results from
holdover by LESSEE under this paragraph, the tenancy shall be terminable
at the end of any monthly rental period upon written notice from STATE
given not less than ten (10) days prior to the termination date which shall be
specified in the notice. LESSEE waives any notice which would otherwise be
provided by law with respect to a month-to-month tenancy.

Governing Law: This Lease and all matters related to the rights and
responsibilities hereunder are governed by and subject to the laws of the
State of Oregon and the administrative rules of the Division of State Lands
and the State Land Board, as they may change from time to time. The
administrative rules contain terms and conditions which relate to the rights
and responsibilities of the parties hereunder, and such terms and conditions
(as they may change from time to time) are hereby incorporated by reference
and made a part of this Lease.

Binding on Successors: This Lease shall be binding on and shall inure to the
benefit of the successors and assigns of the parties hereto, STATE and
LESSEE, but nothing in this Subsection shall be construed as a consent by
STATE to any disposition or transfer of the Lease or any interest herein by
LESSEE except as otherwise expressly provided in this Lease.

Page 10 0of 14
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6.15

6.16

6.17

7.1

7.2

8.1

8.2

Nondiscrimination: The leased premises shall be used in a manner, and for
such purposes, that assure fair and nondiscriminatory treatment of all
persons without respect to race, creed, color, religion, handicap, disability,
age, gender, or national origin.

Exhibits: All Exhibits to which reference is made 1n this Lease are
incorporated in this Lease by the respective references to them, whether or
not they are actually attached, provided they have been signed or initialed by
all the parties. References to "this Lease" include matters incorporated by
reference.

Compliance With Applicable Law: STATE’s performance under this Contract
is conditioned on LESSEE’s compliance with the provisions of ORS 279.312,
979.314, 279.316, 279.320, and 279.555, which are incorporated by reference
herein.

SECTION 7 - OPERATION OF PREMISES

Rangeland Management Plan: Rangeland Management Plans may be
adopted by the STATE with regard to the land leased hereunder, in
accordance with the provisions of applicable Oregon Administrative Rules.
LESSEE shall manage the land in strict accordance with the approved
Rangeland Management Plan for the premises, as it may be revised by
STATE from time to time after consultation with the LESSEE. If applicable,
the Rangeland Management Plan shall be attached as an exhibit to this
Lease and is hereby incorporated as a part of this Lease.

Reporting: LESSEE shall report to the STATE the actual forage use by
pasture in terms of AUMs within forty-five (45) days after the last use has
been completed each year. Reports shall be submitted on a form provided by
the STATE.

SECTION 8 - IMPROVEMENTS

Authorized Improvements: No improvement that exceeds one thousand
dollars ($1000) in cost or value may be constructed or placed upon leased
land unless the LESSEE shall have first obtained the prior written
authorization of the Division. Authorization for improvements shall be
processed according to the requirements of applicable Oregon Administrative
Rules. The existing LESSEE improvements as listed in Exhibit _ attached to
this Lease are hereby authorized by the STATE.

Unauthorized Improvements: Unauthorized improvements shall, at the
election of the STATE, either be removed from the premises by LESSEE (or if
STATE so elects, by the STATE at LESSEE'’s cost and expense), or remain on

Page 11 of 14
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the leased premises. Any improvements placed upon the leased premises
without authorization as required by Subsection 8.1 may, at the option of the
STATE, immediately become the property of the STATE.

8.3 Compensation For Authorized Structural Improvements: Upon expiration of
the term of this Lease, if the Lease is not renewed and LESSEE owns

structural improvements on which the STATE has no lien for rentals or
penalties, the STATE shall at its option allow LESSEE to remove the
affected structural improvements or require any new LESSEE of the
premises to pay the former LESSEE the fair market contributory value for
such structural improvements at the time the new LESSEE takes possession
thereof pursuant to the provisions of applicable statutes and administrative
rules. In the event that all or any portion of the Lease is terminated by
STATE and the leasehold is not relet, STATE shall at its option allow
LESSEE to remove the structural improvements or compensate LESSEE for
the fair market contributory value of the structural improvements. If STATE
and LESSEE are unable to agree on the fair market contributory value of the
structural improvements, it shall be determined pursuant to the provisions of
applicable statutes and administrative rules.

8.4 Removal of Structural Improvements: Any structural improvements
LESSEE is authorized to remove must be removed within sixty (60) days of
the termination of the Lease unless otherwise agreed by the parties.

LESSEE shall be responsible for any damage done to the premises as a result
of the removal of the structural improvements. Any structural improvements
remaining on the property after the sixty (60)-day period may at the option of
the STATE become the property of STATE, unless otherwise agreed by the
parties.

Page 12 of 14
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SECTION 9 - ENTIRE AGREEMENT

9.1 ENTIRE AGREEMENT: THIS LEASE, TOGETHER WITH THE
ATTACHED EXHIBITS AND ATTACHMENTS, CONSTITUTES THE
ENTIRE AGREEMENT BETWEEN THE PARTIES. NO WAIVER,
CONSENT, MODIFICATION OR CHANGE OF TERMS OF THIS LEASE
SHALL BIND EITHER PARTY UNLESS IN WRITING. SUCH WAIVER,
CONSENT, MODIFICATION OR CHANGE, IF MADE, SHALL BE
EFFECTIVE ONLY IN THE SPECIFIC INSTANCE AND FOR THE
SPECIFIC PURPOSE GIVEN, AND SHALL BE VALID AND BINDING
ONLY IF IT IS SIGNED BY EACH PARTY. THERE ARE NO
UNDERSTANDINGS, AGREEMENTS OR REPRESENTATIONS, ORAL OR
WRITTEN, NOT SPECIFIED HEREIN REGARDING THIS LEASE.
LESSEE, BY THE SIGNATURE BELOW OF ITS AUTHORIZED
REPRESENTATIVE, HEREBY ACKNOWLEDGES THAT LESSEE READ
THIS LEASE, UNDERSTANDS IT AND AGREES TO BE BOUND BY ITS
TERMS AND CONDITIONS. THIS LEASE SUPERSEDES ALL PRIOR OR
EXISTING LEASE OR RENTAL AGREEMENTS BETWEEN THE
PARTIES.

The LESSEE expressly agrees to all covenants herein and binds him/herself for the
payment of the rental herein before specified.

DIVISION OF STATE LANDS LESSEE

Signature A
214~ F7

Date
Division of State Lands ﬁ :
775 Summer Street NE /) . 59\4 5 3
Salem OR 97310-1337 Mailing Address
(503) 378-3805
Division of State Lands g/dztul»dw&/ @;\1 9 7171 7
20300 Empire Avenue Suite B-1 City State Zip
Bend OR 97701
(541) 388-6480 Gy 473 2029

Telephone Number

jivattachmentaeast forage leases>forage lease.doc
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'Managém'ent'of Land Watenvays' and Mmerals
‘to Beneﬁt th_e’ Common School _'Fund




THE STATE LAND BOARD
- JOHN KITZHABER 'GOVERNOR
' PHILKEISLING - SECRETARY OF STATE
~ JIMHILL- STATE TREASURER
OREGON DIVISION OF STATE LANDS
e PAUL CLEARY DIRECTOR o con )

The S’rcn‘e Lclnd Bocrd | |

¢

“The Govemor, Secretury of State and State Treasurer shall constztute a -

State Land Board ... the board shall manage lands under its jurisdiction with

the object of obtaining the greatest benefit for the people of 1 this state, consis- l_'-'ij—'--

tent with the conservation of this resource under sound management tech-
mques of land management.” :

(Constitution of 1859; Amendment propasea’ by H ] R.No. 7 1967 and adopted by the peop]e May 28 1968)
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trative arm of the State Land Board,

mobverow

The State Land Board and the DlVlSlOl‘l of State Lands
(Division) manage approximately 2.3 million acres of
land owned by the State of Oregon. These lands fall into two
broad categories—Trust Lands and Non- Trust Lands. Trust
Lands were granted to the state by the federal government at the
" time of statehood specifically to support the state’s public schools
(kmdergarten to 12th grade). They originally included Sectlons
.16 and 36 in each township. Since that time, many of these lands "
havebeen sold or exchanged. Submerged and submer51ble lands
underlying navigable waterways were

also. granted to the state at the same-
tlme These and other lands granted to
. -the state at a later time (e.g., Swamp- :
“land Act lands) are known as Non-, .
- Trust Lands, which are managed for -
the greatest benefit of aH the people of
the state.. . s

The Divisidn acts as the adminis-

which is comprised of the Governor,

Secretary of State and Treasurer. The Land Board is the trustee

of the Common School Pund (Fund or CSF), a permanent fund
or account managed to prov1de revenue to public schools. As a
trustee, the Land Board has a legal obligation to manage Trust
- Lands for the maximum long-term benefit of the public schools
and must exercise prudence, skill and dﬂlgence in keeping the
lands and Fund productivé:

Lincoln School
Benton County,
Oregon—C. 1915
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The Common School Fund mcludes f:wo types of assets—
financial assets (e-g- cash and investments in stocks, bonds and

other secuntles) and real property While Non-Trust Lands are . _

S not con51dered CSF assets,

B "revenues from their’ man-

agement 2 are dep051ted in-

agement (Plan. (Plan) ad-
dresses management of all
-] ofthe Land'Board’.s real es- -
tate assets. It does not ad- -
dress the Fund’s financial -
P " assets, which are managed
o by the State Treasurer and -
- the Oregon Investment

Councﬂ and are currently

| L _' A S ST -} valued at: approx1mate1y
B N o~ ‘ $400 mﬂhon Like many m— o
- s - ‘7?4: R vestments, CSF f1nanc1al :
- T - assets are managed to maxuruze retu.rn Wh1le exerc1smg sound
o . ﬁscal ]udgment » L ‘ ;cf a-=:-/--_d-,_,,
) T The real property assets managed by the Land Board and

the Division are conservatwely valued at approxunately $1.1.
billion. Contnbutlons to the CSF from real property assets are - .
derived from a variety of business activities. For,exax_nple,
Rangelands' are leased for grazing; timber is sold; and water~

§ ~ way areas are leased for such uses as sand and gravel removal

houseboat moorages marinas and 1og storage T

The Land Board and the D1v151on have 1dent1f1ed four pri- -

—

mary reasons for adopting this Plan -

N

1. The need to establish a coordinated comprehenswe real
estate management phﬂosophy, :

“the Fund This Asset Man— ;
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2 The need to proactlvely manage the Land Board s real es-
tate assets with the same vigor apphed to the mvestment
portfoho

i

R . I _ — f

. 3. The need to increase net revenues from CSF real estate as- .

sets to meet Land Board goals, and ST

o~ ) Carrinis T

- : R s

4 The need to prov1de a guide to balance revenue genera-
tion and resource conservation decisions.

The Land Boa:d and D1V1s1on developed this Plan to im-

| prove performance and efficiency, prov1de greater benefits to _
- Oregon’s schools and-people, guide the management of public |

lands and i 1mprove customer service. A consultant team, headed
- by Cogan Owens Cogan produced the Plan in collaboration with

- /D1v1s1on staff and the Land Board and with pubhc and agency
mput A supporimg Background Document. deve]oped in.con-

]u_ncﬁon with this Plan, includes da ta and ana] yses thaf support

theP]anssb'ateges : _‘__, S

] b -

. . p—

Thefollowmé elements' are?ncludedm the Plan:

. —

4 An overall plulosophy elaborates trust and stewardshlp
‘mandates and provides the Land Board with a cohesive
and flexible foundation for more detalled policies.

* Gu1d1ng principles prov1de more detailed | management
direction for all Division land assets

0 Resource-spec1f1c management prescnphons mclude, for

L ‘each land class, revenué enhancement and investment ob-

© jectivesand strategies to resolve potential conflicts between
resource stewardship and revenue enhancement.

- - . P

P

,. S The Land

Board developed
this Plan to
_improve

| performance and

efficiency, provide
greater benefitsto . -

'Oregon’s schools

and people, guide

the management

_of public lands

and improve
customer service.

1
s’




) 0 Overall Jmplementahon measures define the actions nec-
. essary to carry out the Plan. These measures will be de--
e ! , veloped for each land class by the D1v1510n after consulta- -
N : .+ . . -I®W tonwithstakeholders and other affected parties, circula-.
. - . . . | M tonfor public review and mput and Teview by the Land ]
IR PR LEe T 15 R Board. | S
: : ) o g S
Lo - | M- The Division must engagemaddmonal plannmg, develop' -
m ) ‘ | nnplementatlon measures and, in some cases, initiate adminis-
~ trative rule-making in order for the Plan to be fully operative.
r S B e Land Board and Division will continue foseekpub]icmput
\ ) _on land management prescriptions and unp]ementatzon mea-
SV - sures long after this Plan is adOPted The Plan wﬂl be rev1ewed L
P SR | and updated at Jeast every five years. } .
. /
. . - s o A
. o - . \ N 2
= RN i 5 ; )
- . . f
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OVERALL -~ =

'MANAGEMENT ~ — =~ .
PHILOSOPHY I

“

t is essential that land management by the Land Board
and Division be based on a cohesive overall phﬂosophy

- This phllosophy is centered on the Land Board’s fiduciary trust
; respon51b1ht1es and role as a respon51b1e steward of publiclands.
These responsibilities differ for Trust and Non-Trust Lands. The

d.lStLI'lCthl’l stems from how these Iands came under Land Board
jurisdiction. T - e

Trust Lc:nds

8

Trust Lands are those lands g'ranted by the Umted States to

- the state™for the usé of schools” & upon its. adnrussxon mto the

. Umon. The primary obhgatlon of the Land Board, as trustee,
~ to manage and protect these lands for the maxnnum, long-term o

benefit of the public schools, consistent w1th sound stewardsh1p,
conservation and busmess management prmaples The Oregon
Constitution dedlcates revenues denved from Trust Lands to the
Common School Fund.

Whlle revenue maximization s the standard fiduciary goal

. of a trustee, the Land Board is not requlred to maxmuze presentt _
icome without regard to other considerations. Rather, the Land
‘Board’s duty is to maximize the value of, and revenue from, Trust

Lands over the long term. Present income may be foregone to

conserve specific properties if it is determined that such action .-

will enhance land value and income for the benefit of future ben-

- eficiaries.

“The primary 2
oblzgatton of the. “
Land Board, as
trustee, is to
© ~manage and
protect these lands
for the maximum,
'_ | long-téﬁn’benefit ,
/ of the public

'schéols, consistent

. with'sound
- stewardship,
conservation and

. - business

management
' principles.




Above aﬂ

the Land Board’ g

“trust obhgatton
reqmres it to !

remain flexible so -

it can respond to
changmg resource

conservatwn and.-

management
concems and

future revenue- .

generatmg

opportumhes. Lo

-
-

| _Non-Trus’r lands -~ . ot )

The duty to obtain market value and maximize revenue
‘does not limit the Land Board to consideration of economic fac- )

_tors in managing Trust Lands. The Land Board is free to ex-

plore innovative mechamsms for securing envuonmental so— L

cial and other non-econonmc benefits solong as domg 50 would
‘not diminish prudent long-term economic return from the Iands

~ However, permanent dlsposmons of Trust Lands must meet a .
" strict standard of generating the greatest p0351ble proceeds be-
~ cause they represent a one-time only benefit to the trust.

Above all, the Land Board’s trust obligation requires it to
remain flexible so it can respond to changing resource conser-
~vation and management concerns and future revenue-generat-
ing opportunities. A major challenge for the Asset Management
Plan is to provide consistent management direction for the
- present while retammg ‘the necessary management ﬂex1bility
for the future. ~— - - - T

¢

¥

- Non-Trust Lands mclude submerged and submer51ble
o _I'Iands underlying nawgable waterways, the Territorial Sea and
'~ “swamp lands” granted to the state by the federal government

These lands are held and managed by the Land Board for the

'_*greatest benefit of all the _people of the state. The Land Board .
" has considerably more latitude in managmg Non-Trust Lands

than it does in managing Trust Land. Neither the Oregon Con—

' stitution nor statutes require that Non-Trust Lands be managed
to generate revenue, allowing such lands to be used for a vari-

ety of purposes. However, any income produced from these
lands is deposited in the CSF. The Public Trust Doctrine requires
that the state’s management of waterways avoid unreasonable_
interference with public navigation, fisheries and cbttimeree.

Thus, there is a need to apply sound steWardship, conservation

and business management principles in managing Non-Trust
. Lands. | | -
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Key Themes L T T

The Land Board and Division have selected the Plan S key
themes as the underlymg ph]losophy to be reﬂected in defmmg
a program for management of the Land Board’s real estate as— .
Usets. : R e

.-The Lcmd Boord ond DIVIS.'O.") er conhnue to meef its
obhgoﬂons on Trust Lands. - - _ _ :

The Oregon Admission Act and Constitution require the
- management of Trust Lands to maximize revenue over the long
 term for the Common School Fund. Thus, a fundamental goal of E
the Planis to increase the overall value of the Land Board’s real .
" estate portfolio and the contnbutlons of that portfoho tothe CSE. ]
In meeting its trust obhgatlons the Land Board’s investment
decisions will be evaluated using longer payback time periods
than are typlcal in the pnvate sector. Processes for the exchange
sale and acqmsmon of land will be formulated and conducted to
sansfy the Land Board’s trust respon51b111tles v &

=

The Plan provides a bclanced opproach fo revenue .—'—l
enhcmcemenr ond resource sfewordshrp '

s

- | Although the Land Board is reqtiired to maximiie revenues ' o

over the long term for its Trust Lands, it is not precluded from

E

- addressing envuonmental and other valiies, especially on Non-_ —,

Trust Lands. The land managed by the Land Board and Division
*contains many resources, including those which can be utilized

to generate revenue for the Common School Fund, as well as

- those which should be protected for their resource and pubhc .

use values. The Land Board recognizes that it must ensure ad-

- equate resource protection cornmensurate with its fiduciary and

public trust obhgatrons ' -

A ﬁmdamental

goal of the Plan is to -

“increase the overall
value of the Land

" Board’s real estate

portfolio and the /
 contributions of that
portfolw to the CSF.




The Plan emphcs:zes land’ mcnagemenf not Icnd

dtsposal

L

As stated prewously, one of the fundamental | goals of the co-
" Plan is to increase the overall value of the Land Board’s real .
estate assets. The Plan does not represent a blueprmt for dis-

posing of the Land Board’s portfolio, nor does it recommend
convertmg all real estate assets into other financial assets (stocks,
bonds, etc.). Disposal of Trust Lands will generally be limited =~ -

to non-performing assets (those for which expenses are greater
than revenues or returns are substantially below market rates).
Sale and acquisition processes will be reasoned and methodical

~and occur through case—by—case evaluations over time. Sale pro—': s

~ ceeds may be reinvested in new lands or improvements to ex- = - -

isting real estate assets. Exchange opportunities W111 be fully

explored as part of any disposal evaluation.

e The Pian provides general Iand mcnagemenf dlrec-
‘tion,; many details will be addressed during the '~ :
___Jmplemenrahon phase and wm fu:'ly .'nvolve the | IR

The Plan is de51gned to prov1de the Land Board and Divi- ~ °,

sion with overall gmdance in making land management deci-
- sions. Specific 1mplementatlon measures and management de- _
 cisions, such as evaluation of waterway lease rates, disposition - , @ 7 7

R

‘of isolated Rangeland parcels and adoption of new administra- e
tive rules will be further analyzed and developed during the = = -

implementation phase of the Plan. These implementation mea-
- sures will be reviewed by the Land Board, and affected mter-
ests and the general public will be mvolved




o classes have been developed ST

N

CLASSIFICATION =~ ERTEREC

SYSTEM -

‘

A key element of the Asset Management Plan is a -

system to classu‘y the agency’s landsina meaningful
way. A Land Classification System (LCS) servesasa starting point

to develop more specific land classifications and management
chrectlon The LCSis use and resource-based, and classuies land_
by suitability for both existing and ‘potential uses. Apphed pri-

marily at the macro or landscape level, itisa

- tool to apply broad rnanagernent prescnphons (
to categones of land uses. At the microorarea/ »
pa:cel-speaﬁc level, itis a startmg pomt to de— jo
velop1 more specxﬁc land cIa551f1cat10n catego— '
-ries and management prescnpnons for specific.”
geographlc areas or types of land through area .,

) management planmng Seven primary land

N

e

01' Forest Lands—Elliotf and Sun Pass State
“Forests, as well as other scattered forest
tracts in eastern and western Oregon;

€ Agricultural Lands—lands leased for 4
- farming operations in eight counties; SR

4 Rangelands—grazing lands, located pri-
marily in Harney, Lake and Malheur
Counnes,




o

T lands and bulldmgs such as the South and North Tongue
o _Point marine industrial sites in Astorla and the D1v1510n s
: headquarters buﬂdmg in Salem, - VIS B

R 2 Spec1a1 Interest Lands—lands W1th sens1t1ve or uruque
natural cultural or recreatlonal resources, co T e ~

* Waterways (Non—Trust Lands)—subrnerged and submers-
ible lands and the Territorial Sea (that area seaward of the'
:coast for three nautical mlles) and

o - - - - - E Lo ;

. * ;Mmerals——mmeral rlghts and lands contammg mmeral )
. resources, such as ‘geothermal resources, natural 8as, in- .
dustnal minerals and prec1ous metals; -

', Other major-elemen%s of theﬁL_CS are: | . -

- . . ! . A
- R . - Is

0 Deﬁn.mg atz‘rzbutes—attrlbutes
_j : ‘_that further define theland classes, oo
-}~ 7 7 some attributes are applicable to -
' _ all classes (e.g., Trust or Non-Trust .= -~ -
e designation); and others toonly - ...
certain categories (e.g., productiv- -
ity classes for Forest lands, typeof =~
lease for Rangelands and unique ©~
features present on Special Inter-

est lands); and '

® “Parcel-specific characteristicssuch
Y as size, ownership information,
“ value, improvement potential and
topography. g

Almost all of the uplanels managed
by the Land Board and Division are Trust
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Lands. Non-Trust Lands include Waterways, approximately
25,000 acres of Rangelands and some tracts in other land classes. .

ket-value is provided in Table 1. Approxzmate market value
estfmates were derived and intended only for genera! compara- -

praised fair market Va]ue foran )4 speaﬁc Jand parce] or daSSsz— .
- ca tion.
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_ A summary of acreage by land class and its approx1mate mar- - -
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_PRINCIPLES

he following Guiding Principles provide overall land
‘management direction. They are applicable to all lands,.
irrespective of their classification.

Generol Lcmd Admlmsfro’non PrlnCIples

¥

‘1. The Land Board and D1v1510n will meet Admission Act and
Public Trust Doctrine obligations. Trust Lands will be man-
aged with the overriding objective of maximizing revenues

' . over the long term for the Common School Fund, while -
: ~conserving the value of the land and complying with ap-
S plicable federal Jaws. Compliance with state laws Wﬂl be
- pursued to the extent that it does not-conflict with-consti-
tutional requirements, as determined by the Land Board
R and rev1ewable by the courts < T

. B S / . . o 7'*‘.

YRR Non-Trust Lands w1ll be managed with the overndmg ob—

S ]ectlve of prowdmg the greatest benefit to the people of .
“the State of Oregon, as determined by the Land Boardina -
manner consistent with all apphcable laws and reviewable
by the courts. Public Trust Doctrine requirements to man-
‘age Waterways in a manner that avoids unreasonable in-
terference with public nav1gatton, flshenes and commerce
w1ll be met. ' o '

2. The Land Board and Division will strive to balance rev-
- enue generating opportunities with resource stewardship

needs. Whenever possible, strategies to increase revenues
and contain costs without compromising the resource, en--

e

-

Whenever

péssible,-f
strategtes to
mcrease revenue.

and contam;costs -

" without

the resource,

environmental,

cultural and public
use values of the
state’s lands will

- be developed.

&

compromising
.

i
i
i
B




7 . v1ronmental cultural and public use values of the state S
i lands w1]l be developed P

public review and review by the Land Board, for defin-

-— e L

- .- - iR Tl ) '

=

- ¥ Beorganized by geographic location, resource tjrﬁe, orrev-
“enue generation potential; ' '

0 _Inventory, as appropnate, various econon‘uc, environmen-
- tal and social factors A '

- T

vision w1th1n the subject area; ] o

T
o .-
b

0 Idenhfy appropnate land class1f1cat10n(s) mcludmg Spe—
R C1al Interest lands, L : S

_ . , -

I - e Yl - . R

aeZ -

s

— i

= oot . . - “

over the long term for Trust Lands, - =

s

nated management plans; and

B
v

4 Include lessees, adj'acent ptoperty owners, benefici_aries ’
and other interested parties in the planning process.

b

-3. The D1V1510n will develop area management plans for g

- able geographic areas and/or for spec1f1¢ resources, e.g. :
\—waterway areas. Such plans wﬂl - 7T

0 Govern all management activities undertaken by the D1-

e 0 Establish spec1f1c land management strategles and lmple- -
mentation measures, SRR

0 ‘Seek to maxumze revenue to the Cornmon School Fundf :

0 Utlhze the efforts of other agenmes in developmg coord1-

L

B e O

S e e e it
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D

The Division will seek a rate-of-return that meets 'or ex-

ceeds the market rate-of-return for each land classification,

" consistent with Trust and Non-Trust obligations. Becatise

the Common School Fund investment portfolio will likely
be the source for capital investment and acquisition fund-

ing, investment and acquisition decisions will be evalu-

‘ated in relahonshlp to the performance of that mvestment
portfoho. " - TR

L

The Land Board and Division w111 act1vely pursue part-

“nership agreements with other government entities and pri-

S

vate and public organizations to foster the achievement of

Plan principles. and managementprescnphons Local, state

and federal agencies and public interests with knowledge

“and expertise in land and waterway management will be

“consulted throughout Plan implementation.

‘;';,,Plrir_nciplesa for--!.c:nd Mon'cgemenf and Leos:i"ng'---*’

-

The Land Board and D1v1510n W1]l categonze and) manage
state land based on the primary uses identified in the land -

- classification system or in area management plans. Second---‘
“ary uses (e.g. telecommunications sites, grazing, plpehne
easements, pubhc recreation, road rights-of-way) are al--
- lowed as long as they do not substanha]ly mterfere w1th
the prnnary uses. :

The DlVlSlOl'l will 1den11fy and actively manage transmon

lands (i.e., resource lands with future potential for non- -
resource uses, most frequently located near larger, fast-

-growing communities). The Division will develop site-spe-~
cific prescriptions for each transition land parcel and peri-.

* odically reevaluate the prescriptions as site characteristics

or conditions change. The Division will seek interim uses
that fully utilize the current potential of the property, yet
preserve and enhance the quahtles that could attract more
intensive utilization.

| I

_The-Lana

e "Boa'rd aad

Dtmszon w:ll
7 categarzze and .
manage state land
based on the

T pnmary uses’

tdent:ﬁed inthe
" land cIass:f:catton

" system ot in area

management plans.
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. Whenever |
'po'ssilile,tthe Land
‘Board will set

" rates for leases,

' .easements, Izcenses
“and other forms of
use authortzatzon —
tkat reﬂect a | _J
market prtcmg

. mechamsm. o

‘Leases will be con51dered to be, and treated as, coopera-' |
‘tive business relationships between the Land Board and .

A
~

All parties proposing to use or occupy state land for com-

mercial purposes must apply to the Division for written

authorization, unless the use is specrﬁcally authorlzed by':
statute or adrmmstratrve rule N

e R o
A - - . 2 .

Jessees. Lessees will be consulted on proposed activities

affecting their authorized lease uses or proposed changes
in lease terms and conditions. Lessees will have full re-

~ sponsibility to comply with all applicable laws and regu-
lations, unless specifically relieved of that respon31b1hty

by lease terms and conchtlons D

S =

Whenever p0531b1e, the Land Board will set rates for leases,
easements, licenses and other forms of use authorization
that reflect a market pricing mecharusm All rates charged

‘will be periodically reviewed and ad]usted where justi-

ing procedures and bidding processes.

ﬁed by market trends S

-

land owner preference rights are not exercised. Timber

will be sold by competitive bid; other forest products may - ~ ';

be sold by negotiated contracts. Rangela"rld grazing leases
are currently renewed non-competitively on a year-to-year

~ 6. Leases, except thosemvolvmg waterway, mmeral or graz— :

- ing uses, wﬂl be offered through a compet1t1ve process, .
eg., oral or sealed bids or “Request for Proposals.” For -
Waterways, competitive leasing will be utilized when up-

basis. Current litigation may affect future Rangeland leas-

When cost-effective, the Division will engage the private
sector or other public agencies (e.g. ports) as property and "
lease managers and real estate brokers. The Division will
increase marketing coordination with the Oregon Eco-
nomic Development Department staff.

[




Pnncuoles for Land Improvemem‘ Mcrkehng - B .
Acqmsmon and Dlsposc! B | i B
- nt - Bl ! ‘
- 1. The Land Board and D1v1s1on will encourage lesseesand @] F
: . other parhes to make improvements to state land, consis-- @4 - . E
| tent with lease purposes. However, any party proposing N L
“ _-such improvements must receive Division  authorization ‘.- - o o ‘j
. prior to making the improvement, and must agree to main-. ) T g
-tain the improvement in good Workmg order for the lengl'h ) o B
of the lease. : ;‘j_ :‘
, .-2. The Division, subject to Land Board approval, will invest o ) ) ‘
-, . capitalinland improvements to the extent that the project |
e f »  meets acceptable financial return ‘and risk criteria. In most f
R - cases, the Division will limit direct capital investments to '
T ‘value enhancement activities and soft investments (e. g., site N |
o planning, rezoning, acquisition of access, or part1c1pat10n S ' f
Lt /m local nnprovement d1stncts) S o : 'g?
¥ _ . AN S ._ h
o 3 “The Division'will encourage the development of water re— B AT e |
- -‘_' sources (e g wells) where such acﬂv1tlesw1]1 Lo S ! T %g
\ e ‘,‘.'U ; , - B . ’ O 3(.-» : | . ...,/k . g;;
- . Not adversely Jmpact ex15t:mg uses, water quahty or avaﬂ- e I R
) ablllty and/or habitat; -~ = -~ - ‘ v ";'_'_‘ 1 . The Lliﬁd . i
_' B ' - H1 B "Board and
- - Improv_e habitat; or - o o ) N EE Division w:ll
. ' ' | IE actwely*manage
> 4 Increase the utility of state land. , ) and matket real
o ‘, _ S . estate identified
o | ' - - | for revenue-
- Additionally, any required permits or water rights willbe &8 ' . -
- generating uses. :
"~ .- applied for, at the cost of the party making the i improve- | : ,
ments, in the name of the Division, unless otherwise agreed ;
- ~ to by the Division. ' ]
4. The Land Board and Division will actively manage and % :
market real estate identified for revenue-generating uses.




* Non-performing assets (i.e. an asset for which the net op-
erating income [NOI] is negative; or for newly acquired
investment lands, the rate-of-return is significantly less

" than comparable market rates) will be identified and strat-
egies implemented to increase financial performance, re-

“duce expenses, dispose of the assets, or retain them as non-
performing assets. Real estate values will be periodically
reviewed and updated.

5. Opportunities to acquire parcels available for sale or
through other means (e.g., in-lieu selection or exchange),
which have a high probability for appreciation in value

: and the ability to consistently generate revenue over the

' B long term for the Common School Fund, will be evalu-

D 1 B8 ated and pursued. The acquisition of additional lands of

| ‘ ! ~any classification will be based upon direction in this Plan

- and the ability to obtain an appropriate rate-of-return on -
' invested capital. Other factors to be considered include:

4 Ability to support multiple uses over time;

4 Management costs or capital expenditures requlred for 51te
- development, improvements, or infrastructure;

€ Proximity to urban areas likely to experience consistent
- growth (i.e. transition lands that have high potentlal for .
development); and

@ Location, accessibility and manageability.

6. The Land Board and Division will thoroughly evaluate
opportunities to sell or exchange its land, particularly, non-
performing Trust Lands and, in rare cases, Non-Trust
Lands. Sales and exchanges may be pursued, on a case-
by-case basis, to:




3

/77 @ Meeta managenient prescription;-

i . .. -

e . N P - . R . b . B

i

Common School Fund

IR . Reduce management costs; or. - -

pacted or surrounded by special single-purpose manage-
ment areas such as National Parks, National Monuments,
wildlife refuges, wilderness areas and wild and scenic river
corridors, thereby restricting uses of the parcel.

7 Pubhc review and Land Board approval of proposed la.nd
sales or exchanges will be required. Criteria for evaluating -

S _the proposed disposal of land will include: current and fu-
'  ture value estimates and i income potentlal location, acces-

T e sibility and manageablhty, natural, cultural and recreation -
EEE T Tesource assessments; alternative i mcome—generahng uses;
; o expressmn of interest in exchange or purchase, and land

: status (ie., Trust or Non—Trust) g

A

T Prmmples for PUbllC Access ond Recrechon

T

-‘ ment Plan, and commensurate with public safety and the
rights of lessees to use the subject land according to the
- provisions of their leases. Dispersed recreation and educa-
. -tion opportunities will be emphasized. Regula‘aons per-
taining to public recreational use within specific areas may -
be established by the Land Board. Public access may be
closed, restricted, or limited to protect public safety; to pre-
vent theft, vandalism and garbage dumping; to protect
_ soils, water quality, plants and animals; or to meet other
land management Ob]ECthES or lease terms.

4@ Increase’ net operatxng lncome and contrlbuhons to the |

- # Increase management efficiency; e.g., where a parcel is im-

1 The D1v1510n wﬂl allow pubhc recreatlon ori state lands
- when compatible with the objectives of the Asset Manage— 5

-~

RN

- Public review
and Land Board
approval of

- proposed land -~

sales_ or exchanges

will"be required.

.
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In recognition .
of its stewardship
responsibilities, the

i useappropriate
' measures and

L partneréhips that ‘

7 are _con._sistent with ’

o _“;‘Tmst‘aﬁd*_"_ | _k

i Non-Trust Land
‘objectives. .. .*
LR 4 ! =~

- , g N N \\

.‘_4Land Boa_rd_will" - g

~2. The Division will work with other government entities
and interested persons to make accessible to the public
special features or resources on state land consistent with
the conservation and/or protection of the attnbute

!

3. The construction and operation of iiiiprovemeﬁfsf5iof state’
land for recreational use will be permitted only with prior ~
‘written authorization of the Division. Temporary over-

4. The commercial use of state land on an exclusive or long-

term basis for recreation will be penmtted only with prior
~ - —written authorization from the Division. Prior to allow-
. ing exclusive uses, the Division will consider the unique-
‘ness of a recreational site or opportunity, and availability -

Principles for Umque Natural and Culturcl

\

- night camping will generally be allowed; however, its lo-

cation and duration may be controlled or restricted.

.and proximity of other, similar recreational sites and op--
porturuhes Such uses include, but are not limited to: .

¥

0 Long-term campmg W1thm the same area or use in heu of

~ a permanent re51dence

gamzatlons, or

Resources

1. In récognition of its stewardship responsibilities, the Land
Board will use appropriate measures and partnerships that
are consistent with Trust and Non-Trust Land objectives
to conserve cultural resources (e.g., historic, archaeologi-

I

7

‘4 Hunting reserves exclusive to members.

@ Base camps or “permanent” overnight sites maintained
-and used continuously and excluswely by gmdes or or-

Tt

Y

A




- cal); unique geological and physical features; npanan re-
sources; wetlands; wildlife habitat; and sensitive and .
threatened endangered plant, anunal and aquatlc spe-"~

- CIES < T : ) e -

o 2 The D1v1510n, with assistance from the Natural I Hentage .
/- Program, will identify areas with special natural features
~ that may be eligible for recognition by the Natural Heri-"
~ tage Program. This program identifies natural areas with
R | special plants, animals and aquatic species or rare geo-
- logicfeatures that should be protected. If conflicting uses
are identified, the Division may seek funding to remove -
L ‘those lands from Trust designation (if applicable), ex-
_ T change or transfer management of those lands to other
y - entities equipped to maintain these features, or classﬁy
R them as Special Interest lands pending future transfer. .

3 "The D1v151on W1th the assistance of the State Hrstonc
- " Preservation Office, will estabhsh a procedure to iden-
tify historic and archaeologlcal sites and protect them at
<. . alevel which, at a mini-
~ ' mum, meets regulatory
_ _ requrrernents Actual in-~
- SRS .ventory may take place - {8
Lo - during area management -
. -planning, or when site
disturbing activities are
_+ planned, or prior to land
disposal. |

4. The long -term protection-

~  and management of the :

- state’s wetland resources
- will be ensured through

both regulatory and non-regulatory measures mcludmg

“® Providing protection of wetlands and restoration sites;




o

P

.

,f'

I

P

4 Conserving and managing fuhctioné,:and%ralues, of wgf-

- lands;

,,u_‘ 50 'The iong-

Fe
P
-

A

T

Sa

e

g * Ehcouraging‘ restoration of wetlands for v;raters'he'cl, wa--

ter quality and/or wildlife objectives, while accommodat-

. ing necessary economic activities; and C

-

Sl . - -

. Manaéing O'reg.on’sWWetIands throﬁgh p&thershipé ‘that
improve communication, cooperationi and consistency
among agencies, organizations and the public.

term prdtection and mar_iagexﬁerit of s'fatégce-r'
nic Waterways and federal Wild and Scenic Rivers willbe .-

ensured through both fegulétory and non-regulatory mea- -

sures, including:

-

R ;Pro_t:éc'ting and enhancing scenic, aésthet_ic-,’ﬁatural, his-

~ toric, archaeological, recreation, scientific and fish and

T s wildlife values along federal Wild and ,
_ . state Scenic Waterways through protection of the spedial ©.
- -attributes that caused the Waterways to be included in -

Scenic Rivers and -

- .7 ~'the Scenic Waterway system; ~ - B .
kN 0 _'Preser‘\"ring federal Wild and Scenic Rivers and state Sce-

nic Waterways in their free-flowing condition and pro:
_ "hibiting dams, reservoirs and impoundments; |

Q Recognjzihg recreation, fish and wildlife uses as the high-~
" estand best uses of the waters within Scenic Waterways;

and

\ 4 '-Cooperating with other state, local and federal agencies, |
affected Indian Tribes and other appropriate-parties to

achieve coordinated mana
Scenic Waterway values.

gement and protection of state
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" RESOURCE- SPECIFIC SF e

~ MANAGEMENT

anagement prescnptlons include land management
.and investment -principles and strategles and define -

allowed and proh1b1ted uses on lands managed by the Land .

* Board and Division. They are speaﬁc to each individual land
class and prov1de an interim leve] of gmdance until more re- -
fined management direction is developed in area management .
" plans. As a group, they prov1de a balance of measures 6 en- -
-hance Common School Fund revenues and 1mprove steward—' "

sh1p of pubhc lands N T S J
Foresf lands: = < .
- - - The Land Board admnusters approxunately 133 DOO acres

_ of Forest lands (approxu:nately six per- -

N

- “centofits total hold_mgs) These lands, lo-
A ‘cated pnmar]ly in western Oregon, are -

referred to as Common School Forest |

- Lands and are managed by the Oregon
Department of Forestry (DOF) for the
Division. Approximately 85,000 acres are O 1
located in the Elliott State Forestin Coos | .- 1

~ . . and Douglas counties. The rernainder 1s |

~in the Sun Pass State Forest in Klamath

County and in small tracts scattered

 throughout western and eastern Oregon. '
‘Many of these scattered tracts are adjacent to other Forest tracts
managed by the DOF, the US. Bureau of Land Managementd;__ “
. (BLM) or the U.S. Forest Service. All Forest lands are Trust Lands. |




o B N TForest lands, in the aggregate, are the highest valued real estate .
L » S e 1 in the Division’s_portfo]iofand, as a general rule, their disposal | '
he S R should be avoided. However, in the case of some scattered tracts,

. ‘7 | M  divestment maybea reasonable strategy. -
. \ o A  The following'managémeht prescriptft")nsr.m”(iﬂ .bén;{ppl'ied‘

i L | S = - . to Forest lands:

_ 1. Forest lands are to be managed primarily to produce a
" sustainable, even-flow harvest of timber, subject to.eco-

) | . o B nomic, environmental and regulatory considerations, ac-

T e e '8l cording to specific plans developed by forest managérs.  ~

i T - B <. These plans will be prepared by the 1and manag_er (eg, - =
5 S .o LR Department of Forestry) or the Division and approved by J
: o .. |l = theLandBoard - R

L ST ey o - 2‘.‘L,-Fores'_c‘lieélthpract'ices will be incorporated into theman- -

: "B .  agement of Forest lands to réduce or prevent significant <

S S SE B © losses from insects, diseases, animals and ‘other similar ' ..
- ')7 ,*"‘ _'V‘L - . , " » . threats. -", P _. k e . . - .; i o T

- f G

e T I RN | 3. Forestland management costs and revenues will be peri- N
st k SR F B - odically feviewed to ensure maximum effecﬁvleﬁess and
Lo e , :  efficiency. To the extent possible, they will be compared
IR S~ 7 tothose of other forest managers for similar Forest lands
E a .} Bl andactivities and management intensities. Greater man- -
L s B agement.costs will be acceptable where justified by in- * -
e . g creased productivity and higher retum rates of investment.

PR 5 o 4. Imlsmvements to Forest lands (e.g., road bﬁildiné to im-

prove access, pfunjng, fertilizing, pre-cormnercialﬁ__t‘rﬁn—
ning) will be subject to appropriate investment standards
and return analyses.

5 Scattered tracts of Forest land, particularly those identi-
: © - fied by the Division and the Oregon Department of For-
- -l @ estryss “marginal” lands (e.g., lands with low_productiy-'-'

A T




ity or high management costs), will be evaluated for ex-
e change, sale, or reclassification.. = -

- 6. The acquisition of addltlonal Forest lands w111 be targeted
- towestern Oregon and the Klamath Basin and will be sub-

.5es. .
Agnculturcl Lands

* The Land Board adnumsters and leases 5,227 acres of Agr1~
cultural lands (less than one percent of its total holdings) located
pnmanly in the central and eastern portions of the state. Atotal
“of 12 Agncﬂtural leases in Clackamas, Curry,’ Gilliam, Jeffer-
son, Lake, Matheur, Marion and Morrow Counties range in size
from 40 to 2,000 acres. Most Agmcultural lands are Trust Lands.

The followmg mana gement prescrlptlons will be applied to
Agncultural lands: -

1. Agncultural lands are tobe managed pnmarﬂy for the pro-

ductlon of agmcultural commodlhes.

“2. The conversion of lower value land (e g., rangelands) to.

 Agricultural land will be encouraged if such a change in
use does not result in significant adverse impacts to wa-
tersheds and natural and cultural features and meets ap-
propriate investment standards and return analyses.

Lessees will be encouraged to undertake improvements to
Agricultural lands to improve productivity. The Division

may participate in improvements that meet the approprl- B

ate investment standards and return analyses.

4. Where return on investment warrants, the Division should
pursue water rights sufficient to serve irrigation, and to
serve other needs for water assoc1ated with standard farm-

ing practices.

ject to appropriate investment standards and return analy- ST i




5. = The achJSIthI'l of Agncultural lands, mth an empha— .

" sis on the Willamette Valley or other ma]or agricul-
tural ceriters, Wﬂl be considered for future mvestment '_ :

chge!onds

- The Land Board adnurusters approxnnately -
638,000 acres of Rangelands. @7 percent of its total
holdmgs) all in eastern Oregon. Approxmlately_
545,000 acres (85 percent) are blocked into consoli-
dated holdings in Lake, Harney and Malheur

 Counties, with the remainder being sinall, isolated
parcels. The Division leases for grazing approx1— .
mately 617,000 acres, with 44 large-parcel leases )

_on its blocked lands and 107 smaller-parcel leases - ~
~on its isolated tracts. Almost all Rangelands are '
Trust Lands, with only about 25,000 acres belng Non-Trust . o
Lands.

- L ' ) A

The followmg management prescnptlons will be ap- ,_ :
phed to Rangelands. . Lo ST e

-1 Rangelands will be managed to ensure sustamed for-
- age yields for hvestock grazing consmtent ‘with best .
’ management practices. Grazing levels may be ad- _
justed, in consultation with lessees, on both Trustand -
Non-Trust Lands to protect Rangeland health and the b
" long-term value of the land. '

2. The Land Board and Division will seek to:

- . - - R

- Periodically review and as appropnate, adjust lease
rates;

4 Where possible, reduce expenses and contain man-
agement costs; and




. R, T -

o e 'Periodically review administrative rules to imprbve-‘prd—_ 4

~ gram efficiency and éffectivenesé.

| : . _ ’ - o - '\" . ,ThéBoizrd o ;f
,. F The Board fécognizes that the potential for a positive net  recognizes that th’e‘l_ i
A operating income (NOI) from the leasing of Rangelands for graz- -, - e _L__.fpotent_ial fora !
. ingis unlikely in the short term given current management costs, - B positive net ..
*_ lease rates and cattle prices. It also recognizes the integral rela- ~ L oﬁe}'_ating- -
- Honship many of the leaseholds have to lessees’ deeded land 2 ~ income (NOI)
. and to BLM grazing allotments for cattle ranching operations in B Jrom the leasing of
- southeastern Oregon. ' o e _ Rangelands for
. - g}'azing is unlikely' -
3. The Land Board and Division may authorize alternative " intheshort term .
~uses for a leasehold, even if the_ leasehold is already sub- - §iven current .
- jegt fo a Rangeland lease for grazing or an alternative use, - management Costs,
if such usgs are: ] o | ; lease rates and
| . . _ ' . cattle prices.
—% “ 4 Not s?eciﬁcaﬂy:prohibited'by an existing lease; and v -
. - Compatible, or do not iu}reaéonably interfere, with uses
.- previously authorized on the same leasehol_d. -
~T 4. Rangélandslw'ill be nianaged to p;evén_t hmén-hducéd

Y loss of Rangeland héa‘lth},ﬁToward this end, the Division: -

& Will work cooperatively with lessees to continue to imple-
- mentRangeland practices that maintain, achieve, or restore -
healthy, properly functioning ecosystems and maintain, re-
- Store, or enhance water quality; and

- @ Assistin Raﬁg_elahd developments and practices that wil] ..

. maintain or improve Rangeland health, including forage
yield, where consistent with Land Board investment stan-
dards and environmental objectives.




wef

o 0 Be made avallable for pubhc and agency comment pursu~

5. A Rangeland management plan wﬂl be developed by the .
" Division, in cooperation with the lessee, for each lease-
hold and will be made part of the grazmg lease The plan

| v - PR

. Describe animal grazmg scheduled by pasture or lease-
" hold; establish the initial grazing capacity; identify ripar-

7 ian areas, wildlife habitat, special natural, archaeological -
or cultural features and threatened or endangered spe-
cies; describe any special provisions necessary to protect
such features and species; and hst any Dlvmlon-authonzed
unprovements, -

HO Be annually reV1ewed by the D1V1S1on, and if necessary,
updated to determine lessee compliance with the plan’s

i~ termsand condltlons, and to establish the effechveness of
the plan o o : T

-

v

. Be c0n51stent with any state or federal watershed man— |

agement plans or strategles that may pertam to the area, _

& S

R . - - \,
» . . .
\

ant to the Division’s State Agency Coordination Program.

7 Due to the large number of current leases, the Division will
deveIop Rangeland management plans in phases. Initially, plans
will be developed and adopted for larger leaseholds and those

containing significant wetland areas or which are important to
achieve watershed management objectives.

6. The Land Board and Division will honor the terms and

~ conditions of any existing valid lease, including any that
- entitle the lessee to compensation or renewal. Such cir-
~ cumstances may occur where there were prior federal

grazing permits on lands acquired by the Land Board
through exchange.




7. Capital investments by the Division will generally be lim-

© ited to those necessary to protect the value of the Jand. Cost [ .

sharing with lessees or other agencies will be encouraged. . ' Caf; itdl
. R \ | o fﬁvesi‘rﬁents by

- 8. Rangeland improvements'ﬁius_t be approved pursuant to 8 | the Division will

© the Rangeland management plan and lease agreement. All - §&. 1 - generdliy be.
*: - improvements, including fencing, will be designed, con- ~ @] Limited to those

" structed and maintained to avoid adverse effects on wild- © 7| :

_ life populations and on hunting, trapping and other recre-

- ational uses.

necessary to
protect the value
of the land.

9. Consistent with legislative direction in SB 1132 (1995), iso-
o ~ .lated parcels of Trust Rangelands will be considered for -
o dispositi‘ond(i.e., sale or exchange). Isolated 'pafc;éls are;

. Largely surrounded by land not owned by the Land Board _

‘or not contiguous to other larger tracts of state land; or =
: ' ¢ leflcult or unecohomical' to inanagé due 'fé access, loca-
s tion, isolation, low préqucﬁon_ value or similar factors.

- [

L _The Land Board and Division shall establish a salé'i)rocee N i
S '_dure:‘f_or isolated parcels of Rangelands that is efficient and cost-
- effective. T o

Industrial, Commercial and Residential (ICR)
Lands | o
The Land Board owns 'approximately 716 acres of ICRlands
- (less than one percent of its total holdings), including the North
and South Tongue Point marine industrial sites in Clatsop County
" and Dibblee Point in Columbia County; its office building in Sa- -
lem (Marion County); undevelopéd residential sitesin Bendand |
West Linn (Deschutes and Clackamas Counties); an undeveloped . -
site near the Prineville airport (Crook Cdunty) ; and four 40-acre
rural homesites at Lake Owyhee in Malheur County. Three of
" thes-er_sites (the North and South Tongue Point marine industrial




The Dzms:on

wrll set lease rates -

| for ICR properttes
based on
compamble market

L

lease rates. ...

= @ . on comparable market lease rates.

g -+ change.) Sale or lease decisions will be mcluded as part ¢ of

51tes and the ofﬁce bulldlng) are currently under lease ICR Iands

are a mixture of Trust and Non—Trust Lands. o /‘ -
o
B The followmg management prescnpttons will be apphed
"B - toICR landS' . / T

o 1. ICR lands w111 be managed for non-resource uses (e g v
i  development). With the exception of rock T resources, min
i eral uses will generally not be permitted.

2. Individual management plans will be developed for all
" ICR lands. Generally, flexibility will be exercised in man- .
-aging these lands to obtain the highest possible rate-of- - -
réturn on asset value consistent with Trust or Non-Trust. -,
“obligations. (Examples include joint venture leases, with
Bl &  “master leases” or individual leases solicited through a
8l _  Request for Proposals process, or outright sale or ex-

- the management plan and approved by the Land Board

/-\a -~

— J
. -

| é,;."I”"I‘he D1v1510n will set Iease rates for ICR PI'DPertles based'

\_-. .o . D U )

4. Improvements and acquisitions of ICR properties should
- strive to exceed market rates-of-return, while recogni'zir;:g"i_ i
*, '~ -that initial investments may not result in short-term value
“ increases. The Division may invest in both soft improve-~ ~*
" ments (e.g., zoning permits) and infrastructure improve- e
T ments on ICR lands to the extent that investments result "

in long-term value increases and enhanced income gener--, ",
- ating capability, and are consistent with mvestment star )
dards and return analyses. T o

5. The sale or exchange of ICR lands will be considered un-
der the following circumstances: ' S




.--_ \ — b

and recreation lands (lands whose primary use is rec-
- reat:zon) In addition, lands with future revenue poten-

0 Thereis no foreseeable reason to retain the property based
‘on the goals and ob]ec’aves of the Asset Management Plan;

Se

. ; - ¥

- . - - T _ i

* Sale or exchan-ge of the propérty will provide a rate-of-re- K3 g
- turn in excess of the property’s cost basis (where apph-___:; B

“cable) plus reasonable pro]ected appreciation in value.

~

6. The Land Board will consider acquisition or exchange for

ICR properties within urban growth boundaries and tran- - —j

sition areas, based upon the following priorities: (a) sur-

- ‘plus properties of other agencies; (b) exchange properties

_from other agencies; and (c) vacant, undeveloped pn-
vately—owned proper‘aes Co-

i

- 7. The Division will seek ‘partnerships with the Oregon Eco- -
;’normc Development Department, ports, local gOVeI’I'lmentSJ- o :

“and other appropriate parties in planmng for, market]ng,

Speczol |n’reres’r Londs 7.

b T

Tlus land class ‘may stand alone or be an overlay on other
land classes. It includes unique aquahc and wildlife. _ '

: B managmg ‘and i 1mprovmg ICR lands e T

I

“ habitat, state Sceric Waterways, federal Wild and Sce- "
- nic River areas, special natural and cultural resources . |

tial may be “land banked” in this classﬁlcanon

This' class will most freqnently_ be evaluated and__r
 applied through the area management plarining pro-

. cess as the result of site-specific inventories. More lands {_

may be classified as Special Interest lands dunng the
‘area management planning process or upon further review of

the Land Board’s ownershlps




N

Special

Interest lands will
~be managed

primarily to
ensuré the

" protection of -

unique scenic,
wildlife, cultural,
natural, or _
recreation values.

-

to Spec1a1 Interest lands

1

- The following management prESCrlptIOI‘lS W1H be apphed

s

-

Spec1al Interest lands will be managed pnmanly to en-
sure the protection of unique scenic, wildlife, cultural,

‘natural or recreation values.' Revenue generation activi--

- ties will generally be perrrutted oniy if they do not ad-
_versely impact these values.

The Division will manage wildlife habitat to sustain wild-

life populations or communities. These areas may be clas-

sified as Special Interest lands. When there are apparent

- conflicts between meeting the'wildlife habitat and Trust

'w"'management objectives, the Division will seek balanced

4.

solutions, partnersh1ps and pohc1es to resolve conflicts.

The Land Board and D1v1510n will estabhsh as necessary,

special management prescriptions through the area-.

management planning process to ensure the protectlon of

as well as watersheds and sensxtlve threatened and en-’
dangered species on its land. The management plan will”

_describe what use(s) can occur within the subject area, and .

what specific management actions will be requn'ed to pro--
tect the subject feature or resource.’ ;

~Where Special Interest lands constitute a sxgm.ﬁcant lanid

“area of Trust Land and where revenue generating uses

conflict with the identified resource values, the Division,

with Land Board approval, may transfer management, -

either by agreement or by sale or exchange, to another

B agency or entity better equipped to protect the resource

and the public interest values. Size and manageability of

the area are key factors in determmmg the disposition of

these areas. -

L -

.

" unique scenic, cultural, natural and recreatlonal feal-ures,




s

5. The Division may invest in improvements, resource inven-.
tories and planning to resolve lease use conflicts, reduce’

-impacts and increase revenues, particularly for lands that
hold promise for future development and are ”banked”
_the Special Interest classrflcatlon PR

6. Additional Special Interest lands will only be ée/qujred:'if- \
- they offer future use potential for revenue generation or

can be acquired with Non-Trust monies and set aside for a
particular Non-Trust purpose (e. 8- wetland mitigation
banking.)

Wc’rerways o .

/,’7-

~ TheLand Board has ]unsdrchon over approx:mately 800 000

"acres of Waterways (34 percent of its total holdings) in two broad .
classifications: the Territorial Sea and submerged and submers--

" ible lands. The Territorial Sea extends three miles off the coestél_ ’
' "s)horeline Submerged and submersible lands include all navi-

gable and hdally influenced Waterways. The state also has claim_
' over Iakes that are nav1gable Waterways are Non-Trust Lands

;"" " The DIVISIOII Ieases 1,815 acres of Waterways or- ad]acen
uplands for commeraal uses under four lease types: waterway " -

¢ leases, sand and gravel leases and permits, hydroelectric leases. . -8
_and mariculture leases. There are currently 431 properties un- .

der lease located on 47 bodies of water in 17 counties, with leas-

ing activity concentrated along the Columbla and Willamette Riv-
.ers and coastal Waterways. S

| cept of state ownership of waterways was established by the fed-

 eral legislation that admitted the State of Oregon to the Union in

1859. Public rights of fishing, navigation and commerce are “Pub-

—

I

The Waterways classﬁlcahon covers a vast area: The con-

lic Trust” interests that apply to all tidelands, shorelines, navi-

Pubhc rights. '

. of fishing,

e navtgatzon

and commerce are

”_Pt_tblic Trust” .
interests that . -
apply to all

trdelands, e

- shorelines, ‘

v u}_iderlyiﬁg” o
" beds.’

waters and

navigable




—_

-

=N

~ gable waters and underlymg beds. The extent of pubhc water—
- -way ownership is determined in two ways—by tidality and by
nawgablhty By tidality, all lands subject to the. ebb and flow of
the tides are publicly owned In some cases, lands between or-
dmary high and low tide on tldelands have been sold to prlvate

mterests e -

- — -

. e . . { : e s T -

s T - T B S LT -
fal s T . T 3 -

Public ownership via the navigability test is based upon
whether the waterway was used or susceptible to use, in its or-
dinary condition, as a highway of commerce over which trade

..or travel occurred or could have been conducted in the custom- .

ary modes of trade and travel on water at the time of statehood.
On major nvers and bays, ndahty and

- A nav1gab1hty are clearly evident, In the-
|  case of smaller streams and lakes, the ’
extent of nav1gab111ty is sometlmes _
more dlfﬁcult to determme and de-

=S B .

) pends on hlstoncal evidence of use ..
.} and -CQDdltlonﬁ _atk‘the time of state-"<-
-f‘_hodd( T R A

. -
. . .

0 The followmg management pre- .

) scnptlons will be, apphed to Water-

' ways _ : e =

Ncwgable and Inlond T:dal Waferwcrys

1. Submerged and submer51b1e lands on nav1gab1e and tidal
Waterways are to be managed to ensure thé collective
rights of the public to fully use and enjoy them for com- .

. merce, navigation, fishing, recreation and other related

. public purposes (referred to'as the Public Trust Doctrine). -
All uses of state submerged and submersible land must
" conform to local, state, or feql_eral laws, and must be deter-
mined to be appropriate to the location and compatible
with other existing uses. '




-

R ‘or tidal waters.

3. The Division will not permit lessees or others to unreason-
. ably interfere with the public’s right of navigation, com-
__ merce or fisheries along publicly-owned Waterways.

"

4

- tricts, counties, cities, etc.) as

‘. .' ers, or real estate brokers
.- 7 <7 5. The Division will actively pursu

N

PR ban areas. _
: N S, o -

' e leases for unauthorized - g .
© 7= .uses and for. unleased lands, with a focus on the potential
 leasing of higher rent activities on major Waterwaysinur-~ 8"~

a

o

-

uo

T

;

S . 2. Consistent with state law, the Land Board_and Di\}isiofi 2 y
o 7 will seek to identify, assert ownership of, and protect riv-" - ;|8
T | ers, lakes and other bodies of water to which the state has
L ‘a valid ownership claim. The claim may be based on the - KX

. susceptibility of such waters to tidality or navigability or - '
< toensurethe public’s right of use of such waters. The Land - .

" Board and Division will also seek to resolve ownership

- claimsto subinerged and submersible land urider_ navigable -

When coét—éffective, the Division will engage épprOPﬁéte - B
... private sector entities and public agencies (e.g., port dis-~ -
property and lease manag-. - -

.

i R

—k

C 6.~ The Division will identify and bring under lease

“ "~ L hydropower facilities located on publicly owned sub-

- - merged and submersible lands. The Board will review and

. revise lease rates for hydropower facilities to reflect mar-
ket values. - |

.

» 7. The Division will evaluate methods for calculating lease
7 rates for submerged and submersible lands and resources
-+ to ensure that the state receives fair compensation reflec-
tive of local market conditions. A -task force will be ap-
_ pointed by the Land Board to assist with this effort.

B " -
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“The Divis"z:'on
manages the
mineral rights on
Land Board langi’s,
as well as those on
lands managed by
other state. |

)

agencies.

. 8. _The Division will consider leasing existing ﬁHed lands. .

-~
N

¥

" The sale of such lands will be pursued on a case-by-case
-" - basis and only if no interest in leasing is expressed.

) ) The acquisition of adjacéi{t uplands may be pufsﬁed in.

‘order to facilitate the development of prime waterfront
.’ locations as CSF investments, subject to investment stan- -
.7 dards and return analyses. - -

10. The Division will market the commercial use of sub-
merged and submersible lands based on compatibility
with resource stewardship and Public Trust goals. Plan-
ning and marketing efforts will be coordinated with lo- :
cal and state economic development efforts. B

" Territorial Sea

. 1._The Land Board and Division will manage state land .

within the Territorial Sea in accordance with the provi-
sions of the Oregon Ocean Resources Management Plan; ~
- ORS196 and ORS 197; the Statewide Planning Goals, spe-
- cifically Goal 19; arid other state and federal policies and
regulations. | B oy s

e,

e

N
!

W
i, I Kl o S

W
X

PR
PR

2. All persons desiring to use state land within the Territo-

ria] Sea for exclusive and/or commercial purposes (fcifi
-example, placing docks or other structures on, or plant-

A

‘Minerals o o R

cles. In addition, the Land Board administers approximately f‘
- 753,000 acres (32 percent of its total holdings) of subsurface

~ ing or harvesting kelp, seaweed, or animals attached to |
 the sea floor bottom) will be required to obtain an ease- ‘
ment, lease, or license from the Division before under- -
taking the activity. ' | - -

 The Division manages the mineral rfghts on Land Board". E
lands, as well as those on lands managed by other state agen-

mineral rights (split estate). This does not include 410,000 acres




mon School Fund

of land with both surface and subsurface rights that are involved |
- mnotherland classes. The Division currently has 24 Mineral leases
- for mining gravel, rock and diatomite deposits, as well as 10 ex-

ploration permits. Moét Mineral lands are Trust Lands and rev-
enues from all-Mineral leases, as well as Mineral management
fees for lands owned by other state agencies, accrue to the Com-

Mineral classification will be:app]iecl toall parcéis with sur-

face or subsurface mineral ownership interest, subject to min-

eral development, exploration or use. This classification will of- "
ten be applied as an overlay to aniother Division land c1a551f1ca-j :
 tion or as a stand-alone classification. The Mineral classification

would also be appropriate as an overlay on certain ,water_way-f'

areas that contain identified mineral resources.
- ( . - ' -

The following mariagement prescriptions will be aPPhed o

S

Land Board-owned Mmeral IandS'

~ 1. Land .Qv{vned by t?le Land.]'?.:oard‘wi]l' be 01'5e‘n‘ to mineral
exploration and development subject to existing laws y régu— T
lations and management plans. Land will be open to min-- -

- eral activity unless the proposed use would:

® Have significant adverse and non-mnitigatable impacts on
-watershed integrity, and natural (for example, habitat, Wet-
lands, etc.), cultural and archaeologlcal features;

@ Substantially conflict with, or preclude, emstmg or future
. uses of the sub]ect land that offer a h1gher return;

@ Interfere with the Public Trust uses of Non-Trust Land; or

# Be located within a federal Wild and Scenic River, state
o Scemc Waterway, or sumlarly designated area, and the pro-

.
2




*As a general”

B r"ule, the Land

Board will retain

-all of ite mineml

mterest

ownershxps unless
~ageologic © . ©

, evaiuatioﬁ reveals .
_no or extremely . |
Izm:ted mineral .~ |

potenttal ) :

.

agement plan

- .

s

—

[

T

P

P

w

L properhes or pro]ects N

" 2. ‘y'To"ensﬁ'r'e appropﬁéfe market rates; the Land Board will -

b

posal would notbe penmt'ted under the appropnate man-

penod.lcally review fees for mineral exploratmn and Ieases '

and royalhes for mineral productlon. A L

w c L . . - -~

(.

-

A

3." The D1v1310n will encourage mining and energy compa- .-

nies to explore for minerals on Trust Lands._

A

.

4. Prior to investing in a mineral exploration or development

prOJect or acquiring a known mineral property, the Divi- "

_ sion will conduct a rigorous geological evaluation and fi- - |
~ nancial analysis of the proposed venture. Because the ex- -
ploration and development of most Mineral resources 15‘"4

an mherently high risk endeavor, the Division will seek a
- commensurably high rate~of-retum from mvestmg in such

2 s < ,r/’

5 Asa general rule the Land Board wﬂl retam all of its min-

p -~ eral interest ownerships unless a geologic evalua’aon re-

 vealsno or extremely limited mineral potenhal The Land
- Board may exchange mineral rights with the Bureau of
. Land Management on split estate lands when 1t results in -
equlvalent nuneral potentlal PR

&

s
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- IMPLEME l\l"TAFT_lON---i |

.( -

A detaﬂed nnplementatron program will be developed
for Land Board review in 1996, Public and stakeholder

mvolvement will be critical to ensuring an effective, realistic and
To that end, the Land Board and

achievable Jmplementanon.

s Division will Work closely with lessees interest groups and the

- general public i in developmg proposed lmplementanon mea-

-sures. The lmplementahon plan will mclude both overall and -~

/. - Tesource-specific measures to be camed out during the next three E , g
. biennia (1995-97,1997-99 and 1999

Areo Mcncgement Plans

followmg

.

the D1V1Slon will place pnonty on’ the :

—2001) as descnbed below

\ __"._F N

Area management plans Wﬂl be developed for key areas.”
" These plans will discuss options for land uses, how d]fferent Iand' -
uses will be accommodated and What prmcrples will gmde their
“use and development. In dec1dmg what lands to target for area'

o management planmng,

A

- () Lands 1dent1ﬁed in the Asset Management Plan as most

approprlate for evaluation for sale or exchange or for.

transmon lands

e N

(b) Industnal / Cormnerc1al/ Res1dent1al lands and

g e e e

r .

(c) Other lands with hrgh potenhal for mcreased revenue
generation and planning areas s being addressed by other

agenc1es in Whlch D1v1510n holdmgs have revenue po-

— . - . S

- .f.r\:

. . Public and
- stakeholder
§1 .tnvolvement

-

o - ensuring an

C il

realistic and
R achtevable
1mplementatzon.

& | wiltve critical 10 -,

.1 . eﬁective,-'r




.- Investment
" standards will be

established to help’ ',

e

the Land Board and
Division judge the
value of proposed ..
land acquzszttons :
_and capital '
1_mpmvements;

:Investment Stondards

: Board and Division judge the value of proposed land acqm31- :

- Forest Management Cost Evolucmon

A classmca’aon A sales procedure will be developed if needed \

Isoloted Rangelond Dlsposol Evoluonon;\

tential or hlgh pubhc mterest These could mclude

southeast Rangelands (i.e. large blocked tracts) or key ' ;;

Waterways (e.g., Multnomah Channel)

R
e
° By

TR

L TR
c

Investment standards wﬂl be estabhshed to help the Land

r_/_:-

tions and capital nnprovements T LR

The Division, in cooperation with the Deparl:ment of For-

estry, will review. rnanagement costs to ensure maxunum effec- C
hveness and efficiency. Comparablhty of costs to other forest

managers will be investigated. The costs and beneflts of mcreas- ."“ '
ing management intensity will also be evaluated '

Sccn‘tered Forest Trocts Evo!ua’non

The Division, in cooperanon with the Department of For—r

festry, will 1dent1fy those scattered tracts of Forest land cons1d— :
- ered to be margmal or in need of greater management attenr o
, ‘thII Margmal lands W111 be evaluated for exchange, sale or re- e

Lo )\',. .-

The Division will develop a pﬂot Rangeland d1sposa_1 pro— :

gram involving a limited number of unleased and leased iso- iJ "

lated tracts. A pre-sale analysis will be conducted for each site
to determine if any significant environmental, cultural or his- : ‘

“torical resources are present. The value of each parcel and po-- — -

-tential interest in purchase or exchange will alsobe determmed.

If warranted, parcels may be reclassified or not offered for dis--
posal. Parcels cleared for sale will be offered according to a sales
‘procedure developed during plan implementation and ap-

-




‘Grazing Fee Advisory Committee

‘. ‘proved by the Board. Land exchanges wﬂl also be c0n51dered
~as part of the evaluation.

| The Governor will ap:p'oinf a Grazing Fee Ad%risory Corh—
 mittee as required by HB 3239 (1995) to evaluate the Rangeland
lease rates and recommend changes to the Land Board 1f nec-

essary. _

| Clas-si\ﬁc':qtion Criteria for Special Interest
Lands o | ~

The D1v1s1on will develop criteria and pohaes for the 1den-

“tification, ClaSSlflCEitIOI'l and management of Special Interest
' lands to be apphed durmg the area management planning pro-

Cess.

Stro’reg|es 10 Brmg Unc:u’rhorlzed Wc’rerwoy =

Users Under Lease DA , IR

Strategxes to be pursued by the D1V151on will include 1den—

| hf}dng unauthonzed uses, evaluatmg the econonruc fea51b1hty

Nt

of bnngmg these uses under lease, and initiating rule-making -

to prov1de more effechve 1tools for brmgmg such uses under )

'lease T T o R

:Woterwcy Leosmg Progrcm Evcluahon

A task force, comprlsed of lessees and other interested par-

| ties, wdl be estabhshed to undertake a comprehensive review

of lease rates terms and procedures.

'Cooperchve =Agreemen’rs;With Ports and o
_Other Entities for Mcndgemen’r of,Wc’rerwc’y‘s:

Such cooperative agreements will be develoPed with the

L prunary goals of i Increasing revenues from waterway leases

- while maintaining access and other public interests.

_ compi‘ised of .
lessees and other

A task:fofce,‘.

mterested parttes, :

will be established

' comprehensive

review of lease

oo

 to undertakea L

rates, terms and

- procedures. -




Mmerol Ownershlp Mopplng R RS

= The Division will contmue to Work W1th the Oregon De-
partment of Geology and Mlneral Industries to map the
D1v151on s mmeral ownershlps in orderr‘to prov1de more com-

_km mmeral exploratlon. T s e el
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In adchtron to managmg the resources described in this report the Division of State Lands
prov1des some direct services to the pubhc and regulates certain aspects of the protectron of
Oregon S Waterways ' ' - '

-
— - N ':—- -

'? bSL acts asa trustee for unclan‘ned property adnurusters estates W1th no known he1rs
c manages the South Slough National Estuanne Research Reserve (near Coos Bay), and pro-
Vldes support to the Oregon Natural Her1tage Advrsory Council. Moreover DSL also main- -

‘ tams hJstorlcal records on all state land transactions. :

P

DSLadJmmsters Oregon s Removal-Fill Law, which requires a permit to remove, ﬁ]l or

alter more than 50 cubic yards of material in the state’s waterways. Wetlands conservatlon |
and management is also a key responsfmhty of DSL. '

.

o r Yy

s DSL Eastern Reglon
720300 Ernplre Avenue, Smte Bl

. .Bend,OR97701 =

"~ 5413886112 . . .-
- 541-388-6480 FAX .

South Slough N atlonal Estuarme
= Research Preserve ) S =
~ PO/ Box 5417 - |
' Seven Deyvil’s Road '
~ Charleston, OR 97420
o 541-888—5558 L
-‘;;_ 541- 888-5559.F_AX )

B For more lnformcn‘lon ' gement Plcm contact
“John Lilly

/Assistant Dlrector

Policy and Planning
503-378-3805, Ext. 281

775 Summer Street, NE -
~ Salem, Oregon 97310- 1337
- 503-378-3805,

FAX 503-378-4844
A U -/ E. David Blum
’ Property Manager
503-378-3805, Ext. 273

" WHO 1O CONTACT S



Prosecter, V5L Rangdjpd M- Ol

1 Discussion on DSL's Rangelands holdings
a. 640,000 acres state owned Rangelands (view Map)
b. # Permittee's, AUM’s, revenue generated last 10-years (handout)
i. Blocked (43 total)
ii. Isolated (103 total)
c. Fee calculation (annual)

2 Current Administration
a. 1-Range Manager
i. Seasonal workforce
1. Range Technicians
2. Staff Archeologist
b. AOP- (formal-informal)

¢.  Monitoring
d. Site Visits
e. Noxious Weeds- Weed Mgmt areas

3 Improvement Fund (handout)
a. Cost-share projects with Permittee's (financial-in kind)
b. Summary of projects funded
¢. Noxious weed treatments
i. Medusahead Rye
ii. Perennial Pepperweed

4 Range analysis overview

a. Who-partnered with NRCS
i. Contracted to train DSL staff in Range Analysis process
ii. DSL would perform future analysis with only technica! assistance from
NRCS
fii. Summer of 2002, technical assistance summer of 2003

b. Where
i. Summer 2002
1. Virginia Valley area approximately 38,000 acres
ii. Summer 2003
1. 3-Forks area approximately 50,000 acres
iil. Summer 2004
1. South of Jordan Valley

¢. Presentation/Interpretation of data
i. Updating RMP’s
ii. DSL interpretations
iii. Working Group
iv. Vegetation mapping
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Project completions from 2002-2004

Fence material purchased: 44-miles of stock fence
*Includes riparian and division fencing

Wells: 2

Waterline: 45-miles

*4-miles is replacement of existing waterline
Cattle Guards: 2

Noxious weed trmts: 1,300 acres
*Medusahead, Perennial Pepperweed, Skeleton Weed

Seed: 4,500 Lbs
*Siberian Wheatgrass, native seed mixes and Basin Wildrye seed
Targeted for Restoration projects in 04/05 Biennium

Stock Tanks: 10
*6-tanks for Owyhee pipeline project

Juniper Control: 83-acres

Weed mgmt areas: $37,500
*Wallowa Resources WMA and Warner Valley WMA
for control of Skeleton Weed, Yellow Starthistle, Pepperweed and Dalmation Toadflax
on isolated parcels in NE Oregon, and Warner Valley

Approximate income received, grazing fees and total AUM’s over last 10-years.

Grazing Est. Income
Year Fee AUM's Received

1994 $2.50 68,794 |$171,985.00
19085 $3.33 68,794 {$229,084.02
1996 $3.43 68,794 [$235,963.42
1997 $2.62 68,794 [$180,240.28
1998 $3.72 68,794 [$255,913.68
1999 $3.81 68,794 |$262,105.14
2000 $3.64 68,794 15250,410.16
2001 $4.36 68,794 |$299,941.84
2002 $4.52 68,794 1$310,948.88
2003 $4.16 68,794 [$286,183.04

2004 $4.32 66,707 1$288,174.24




OREGON ADMINISTRATIVE RULES
CHAPTER 141, DIVISION 110 — DIVISION OF STATE LANDS

DIVISION 110
MANAGEMENT OF RANGELAND

Applicability

141-110-000 These rules shall be used by the
Division to guide the management of state land
designated as rangeland, and shail apply to:

?{1) All rangeland leases issued after rule
adoption, and

(2) All grazing leases in force at the time of rule
adoption to the extent that the rules do not conflict
with valid existing lease terms and conditions.

Stat. Auth.: ORS 274.045, 273.051, 273.505 - 273.825
Stats. Implemented: ORS
Hist.: LB 4-1994, f & cert. ef 8-2-94

Policies

141-110-010 The following policies shall guide
the Division in managing rangeland:

(1)(a) All Trust Land shall be managed in
accordance with the need to maximize long-term
financial benefit to the Common School Fund.

{b) All Non-Trust Land shail be managed with
the objective of obtaining the greatest benefit for
the people of this state consistent with the con-
servation of this resource under sound techniques
of land management.

(2) To the extent required by law, the Division
shall honor the terms and conditions of any existing
valid iease including any that entitle the lessee to
compensation or renewal. Such circumstances may
occur where there were prior federal grazin
permits on lands acquired by the Division throug
exchange.

(3) The Division shall manage rangeland to

revent human-induced loss of rangeland health.
Ioward this end, sne Division:

ta) Shall coniinu»2 or implement rangeland
practices (as defined) that maintain, achieve or
restore healthy, properly fuactioning ecosysiems
and maintain, restore, or enhance water quality; and

(b) May assist in rangeland developments and

rgi:t}ilces tlzat will maintain or improve rangeland
ealth.

(4) The Division shall develop an assessment of
rangeland health. The Division shall use rangeland
health inventories and routine monitoring to
identify rangeland vulnerable to an adverse
transitional change (for example, healthy, at risk,
or unhealthy), and to serve as the gasis for
rangeland management decisions.

(5) The Division may authorize alternative uses
(as defined) for a leasehold, even if the leasehold is
already subject to a rangeland lease for grazing or
an alternative use, if such uses are:

(a) Not specifically prohibited by valid existing
leases for the leasehold, and

(b) Compatible, or do not unreasonably inter-
fere, with uses authorized by the Division on the
same leasehold.

(6) The leasing of rangeland for alternative uses
shall be governed by other applicable rules and
statutes, and not these rules.

Stat. Auth.: ORS 273.045 & 273.051

Stats. Implemented: ORS 273.805, 273.815 & 273.825

Hist.: LB 4-1994, f. & cert. of. 8-2-94; LB 3-1995, . & cert.
ef. 10-13-95

Definitions

141-110-020 (1) “Alternative Use” is any use of
state land other than livestock grazing or
conservation use (as defined). Alternative uses
include, but are not limited to agriculture, forestry,
mineral and geothermal exploration and develop-
ment, and commercial Erojects.

{2) “Animal Gain” is the number of ounds
gained by an animal over a specific pericd while
grazing on rangeiand.

(3) "Animal Unit” is the number of animals that
are roughly equivalent in the amount of forage they
consume. An animal unit typically consists of one
cow, or one cow and calf (of less than six months of
age), or 1.4 yearlings, or one horse, or five sheep.

(4) “Animal énit Month” or “AUM" is the
amount of forage (approximately 800 pounds of air
dried material) necessary to feed one animal unit
for one month.

(5) “Applicant” is any person applying for a
rangeland lease.

(6) “Area Management Plans” or “AMPs” are
land use planning documents approved by the
Division which apply to specific areas of state land.
These plans designate land use classifications and
present systematic guidelines for making resource
_management decisions. AMPs are developed by
interdisciplinary planning teams with public
participation.

{7) “Best Management Practices” or “BMPs” are
site-specific, state-of-the-art techniques and
methods for managing land and resources to
maximize public benefits while minimizing the
adverse effects of that use on the environment. To
determine BMPs, the Division may consider, among
other factors, past experience and scientific study.

(8) “Common School Fund” is a trust fund
created by Article VIII of the Oregon Constitution.
Revenue obtained from the leasing of rangeland, as
well as from other activities, is feposite into the
Common School Fund. The Oregon State Treasury
and the Oregon Investment Council manage the
fund with policy direction from the State Land
Board, to maximize income derived from it over the
long-term. As provided by the constitution and
statute, this income is apportioned among all
Oregon counties to help support the common public
school districts,

(9) “Condition” is a rating of overall plant vigor,
diversity, and production; the physical appearance
and character of soils; riparian and watershed
health; the intensity of erosion; and amount of
surface litter on a specific parcel of land at a
f)articular point in time. The condition of a parcel of
and is necessarily subjective, and must account for
the impacts of weather conditions, grazing, fire,
insects, and other factors,

(10) “Conservation Use” is the complete resting
of ran%reland for the duration of a lease, typically
for ecological reasons.

(11) “Cropshare” is a method of determining the
annual base leasehold rental fee charged a lessee
for the use of rangeland.

(12) “Development” is any structure (for
example, fencing, building, pond, pipeline, atc.) or
nonstructural activity or program (for example,
seeding) authorized by the Division on a leasehold.

(13} “Director” means the Director of the
Oregon Division of State Lands or the Directors
designee.

1-Div. 110
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OREGON ADMINISTRATIVE RULES
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(14) “Division” means the Oregon Division of
State Lands.

(15) “Grazing Capacity” is the average number
of AUMs the Drvision determines can be obtained
from a specific pasture or leasehold for a specific
period of time without compromising the long-term
sustainability of the forage resource or watershed,
or adversely affecting rangeland health or grazing
animal response.

(16) “Grazing Schedule” is a planned sequence
of grazing and/or resting designed for a particular
leasehold or portion thereof (for example, a pasture)
which will a?low vegetation affected by irazing to
have an opportunity to sustain its growth require-
ments.

(17} “Isolated Parcel” is a leasehold which is:

{a) Largely surrounded by tand not owned by
the Division, or otherwise not contiguous to other
larger tracts of state land; or )

(b) Determined by the Division to be difficult or
uneconomical to manage due to access, location,
isolation, low production value, or other factors.

(c) Typically, isolated parcels are unfenced and
have few, 1f any, developments.

(18) “Lease” is a legal contract issued by the
Division allowing the use of a specific leasehold for
rangeland purposes under specified terms and
conditions.

(19) “Leasehold” is a particular area of range-
land subject to lease. _

(20) “Lessee” refers to any person having a
valid rangeland lease issued by the Division.

(21) “Livestock” are domestic animalis such as
beef and dairy cattle, horses, sheep, and goats kept
or produced primarily for farm, ranch or market
purposes. “Livestock” also may include bison, llamas,
emus, ostriches, and other species approved for use
on a leasehold by the Division.

(22) “Marketable Calf Crop” means the
estimated number of marketable beef calves avail-
able for sale over a one (1) year k}?eriod expressed as
a percent of stock cow herd. For the purpose of
caleulating the livestock grazing or conservation
use leasehold fee, the marketable calf crop shall be
fixed at eighty percent (80%).

{23) “Material” means items that may pose a
danger to the public, wildlife or its.habitat, or
which do not enhance the usefulness or value of a
leasehold including, but not limited to, waste or
scrap items used in construction, hazardous wastes
or toxic substances {as definad in 42 USC 9601-
2657), chemicals and insecticides, iarbage or other
debris, and non-working motor vehicles and other
mechanical equipment. o

(24) “Mitigate” means to reduce the significant
adverse effects of an action by considering and/or
taking action, in the following order: )

{(a) Avoiding the effect altogether by not talking
a certain action or parts of an action;

(b) Minimizing effects by limiting the degree or
magnitude of the action and its implementation;

(c) Rectifying the effect by repairing, rehab-
ilitating, or restoring the affected environment;

(d) Reducing or eliminating the effect by
preservation and maintenance operations durin
the life of the action, including monitoring an
appropriate corrective measures; )

(e} Compensating for the effect b re_%lamng or
providingl\?. comparable substitute, if feasible.

(25) *Non-Trust Land” is state land managed by

the Division other than Trust Land. Examples of
Non-Trust Land include state-owned Swamp Land
Act Land, and submerged and submersibFe land
(land below ordinary high water) under navigable
waterways.

(26) “Pasture” is a specific area of rangeland,
usually enclosed and separated from other areas b
a fence, or isolated by some physical feature, whic
15 managed for rangeland purposes. A leasehold
may contain numerous pastures,

(27) “Pasture Agreement” is an arrangement in
which a lessee contracts with another person to
graze livestock on the lessees leasehold. Under a
pasture agreement, the lessee typically retains full
management and control of the [easehold.

~ (28) “Person” is an individual, a political sub-
division or government agency or, any corporation,
associatlon, firm, partnership, joint stock company,
or quasi-public corporation registered to do busi-
ness in the State of Oregon.

(29) “Rangeland” is state land designated and
managed by the Division for rangeland purposes
(as defined).

(30) “Rangeland Health” is the degree to which
the inte%'rity of the soil and the ecologxcal processes
of rangeland ecosystems are sustained.

3L “Rangeland Management Plan” or “RMP”
is a written document prepared and approved by
the Division, in consultation with the lessee and
other affected agencies and interests, indicating
how a particular leasehold shall be managed during
a specified term of a rangeland lease.

(32) “Rangeland Practices” are activities that
improve or maintain rangeland heaith (as defined).
Ra(xiljgeland practices typically consist of watershed
and/or other treatments (for example, planting,
seeding, burning, rest, vegetation manipulation, or
grazing management) that are undertaken to
attempt to establish desired vegetation species or
communities.

(33) “Rangeland Purpose” is the use of range-
land for livestock grazing and/or conservation use,
determined by the%ivision to be appropriate to the
subject leasehold(s) and consistent with applicable
iocal, state and federal laws.

{34) “Riparian Area” means a zone of transition
from an aquatic to a terrestrial system, dependent
upon surface or subsurface water, that reveals
through the zones existing or potential soil-vegeta-
tion complex the influence of such surface or sub-
surface water. A riparian area may be located
adjacent to a lake, reservoir, estuary, pothole,
spring, bog, wet meadow, muskeg, slough, or
ephemeral, intermittent or perennial stream.

(35) “State Land” is land owned and/or
managed by the Division and includes Trust Land
and Non-Trust Land.

(36) “State Share” is the percent of net livestock
weight gain designated to the Division for the use
of range and.

(37) “Sublease” means a leasing by lessee of all
or part of the leasehold for any portion of the
unexpired lease term.

(38) “Trust Land” is state land granted to the
state upon its admission inte the Union, or
obtained by the state as a result of an exchange of
Trust Land, or obtained in lieu of originally granted
Trust Land, or purchased with trust funds, or
?btiined through foreclosure of loans using {rust
unds.
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Stat. Auth, ORS 273.045 & 273.051

Stats. Implemented ORS 273.805, 273.815 & 273.825
Hist.: LB 4-1994, [ & cert. ef. 8-2-94; LB 3-1995. . & cert.
ef 10-13-95

Rangeland Designation

141-11G-030 (1) The Division shall designate
state land available for rangeland purposes prior to
co?ducting the leasing process pursuant to these
rutes.

(2) Rangeland designations shall initially be
identified on an interim basis until such time as the
Division has approved an Area Management Plan
(AMP) which includes land use classifications or
designations applicable to these areas. Once
approved, AMPs shall govern rangeland designa-
tions.

(3) State land designated as rangeland shall be
identified on maps maintained by the Division.
These maps shall %e at a scale adequate to identify
individual leaseholds.

Stat. Auth. 273.045 & 273.051

Stats. mplemented 273.805, 273.815 & 273.825

Hisc: LB 4-1994, f. & cert. ef. 8-2-94; LB 3-1995, { & cert.
ef, 10-13-95; LB 8-1996, f. & cert. ef. 12-13-96

The Leasing Process

141-110-040 (1) The leasing process for
rangeland consists of the following steps:

(a) The Division shall determine if rangeland is
available for rangeland leasing, and if so, how each
leasehold shall be made available for lease.

(b) Whenever a leasehold is available for lease,
the Division shall issue a Notice of Leasehold
Availability to solicit applications from interested
persons.

(2) Persons interested in obtainin% a lease for a
leasehold, including the existing lessee, must
zubmit a iimely and complete written application tn
the Division.

{3) The Division shall review and evaluate the
applications received in response to the Notice of
Leasehold Availability. This evaluation will
determine which applicants, if any, are qualified to
obtain a lease.

(4) If an applicant submits an application for an
alternative use the Division will evaluate the
proposed use to determine whether it:

{a) Is governed by other rules,

(b) Is consistent with applicable state, local,
and federal laws, and/or management plans, and

(¢) Meets the fiduciary or other applicable
responsibilities of the Division relative to the site.

{5) When no applications have been received by
the Division, the lg)ivision reserves the right to:

(a) Readvertise the availability of leaseholds.

((1‘;) Redesignate the leasehold for alternative
use(s).

Stat. Auth.: ORS 273.045 & 273.051

Stats. Implemented: ORS 273.805, 273.815 & 273.825

Hist.: LB 4-1994, f. & cert. ef. 8-2-94; LB 3-1995, f. & cert.
ef. 10-13-95

Notice of Leasehold Availability

141-110-050 (1) If the Division determines that
a leasehold is available for rangeland lease, it shall
give public notice of leasehold availability and
provide an opportunity for applications to be
submitted,

X {(2) The Notice of Leasehold Availability shall
e

{a) Published not less than once sach week for
two (2} successive weeks in a newspaper of genera]
circulation in the area in which the leage old is
located.

(b} Sent to persons who request such notices
and pay any associated charges.

(3) The notice shall solicit applications to obtain
a rangeland lease and state;

N Id(a) The location and size of the subject lease-
old.

(b) The estimated annual grazing capacity,
season(s) of use, and base rental rate.

(c) Whether additional developments (such as
fencing) shall be required (and the extent thereof) if
the successful applicant is not the immediate
former lessee of the%easehold.

(d) Whether the Division will accept the value
of developments or other forms of compensation
%z_‘oppse by an applicant or required by the

vision as a part of an offer.

(e) What developments. if any, on the leasehold
the applicant must purchase from the existing
lessee, and an estimate of the present value of said
developments as determined by the Division.

(f) The method by which the leasehold will be
offered for lease.

{%) The deadline and lacation for submitting
compieted applications to the Division.

(h) That applications to lease the leasehold for
an alternative use may be submitted to the Division
for consideration.

Stat. Auth.: ORS 273.045 & 273.051

Stats. [mplemented; ORS 273.805, 273.815 & 273.825

Hist.: LB 4-1994, £ & cert. ef. 8-2-94; LB 3-1995, {. & cert.
ef. 10-13-95

Application Pacuirements

141-110-060 (1) All persons applying to lease
rangeland, or renew an expiring lease having a
renewal provision shall:

(a) Apply to the Division using a form provided
by the Division. One (1) application form shall be
submitted for each leasehold, and

- -(b} Submit a non-refundable application fee as
provided in QAR 141-110-090(5).

(2) The Division shall review and evaluate all
applications received in response to a Notice of
Leasehold Availability.

(3) Each applicant for a leasehold shall meet
the following minimum qualification requirements:

(a) Be a "person” (as defined), and if an
individual, be at least eighteen (18) years old.

(b) Not owe back rental or other fines or fees
payable to the Division.

{c) Not have had any state or federal grazing or
ra_n%eland lease or permit cancelled for violation
within thirty-six {36) months immediately
preceding the date of the application.

{d) Have the financial resources, experience,
intent and ability to:

(A) Use the subject leasehold for rangeland
purpose(s).

{B) Undertake and complete the developments
required by the Division to effectively use the
subject leasehold.

(C) Compensate the prior lessee for the value of
applicable evelopments should the lease not be
awarded to the prior lessee (pursuant to OAR 141-
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110-130).

(D) Fully meet all terms and conditions of the
lease, including all provisions of an approved RMP.

(E) Meet on a timely basis all lease payments
as required by the terms and conditions of the
lease, and any other applicable fees stipulated
under these rules.

{4) The Division reserves the right to require an
applicant for a leasehold to provide whatever
background data, financial reports, income tax
filings, or other information that may be needed by
the ]%ivision to determine if the applicant meets the
minimum qualification requirements listed in QAR
141-110-060(3).

(5) The Division reserves the right to deny an
anlication if the Division determines that approval
of a lease is contrary to local, state, or federal law,
or to these rules, or is inconsistent with the
fiduciary responsibilities of the Division, or will not
result in the greatest public benefit.

Stat. Auth. 273.045 & 273.051

Stats. Impiemented 273.805, 273.815 & 273.825

Hist.; LB 4-1994, f, & cert. ef. 8-2-94: LB 3-1995, { & cert.
ef. 10-13-95; LB 8-1996, . & cert. ef. 12-13-96

General Lease Terms and Conditions

141-110-070 (1) The Division shall:

{a) Determine leaseholds; and

(b) Establish the terms and conditions of a
proposed lease.

(2) A lease shall grant a lessee the right to use
a leasehold for rangeland purposes in accordance
with an approved RMP, aagplicable lease terms and
conditions, applicable local, state and federal laws,
and these rules.

(3) The Division may require a lessee to install
fencing or other developments necessary to avoid
conflicts with the Open Range Law or other
applicable local, state, and federal laws. Such
requirements shall be disclosed in the Notice of
Leasehold Availability.

{4} Each lease shall incorporate the applicable
RMP as a part of its terms and conditions. Failure
of a lessee to adhere to the provisions of a RMP
shall be cause for the Division to modify or
terminate the lease. -

(5) A lease may be issued for a term of up to ten
(10) consecutive years.

{6) The Director may terminate a lease if the
Division decides to dispose of all or part of the
subject leasehold.

(7) The Director may modify or terminate a
lease if the Division determines that another use,
including alternative uses, of ail or part of the
leasehold would better meet the trust obligations of
the Division, or result in the greatest public benefit.
To the extent possible, the Division shall not make
such changes until a normal seasonal or annual
break occurs in a use cycle {for example, the end of
a 1%'razing season) to allow the lessee time to make
other arrangements.

(8) The Division may require an applicant for
lease or a lessee to obtain insurance and/or bond
pursuant to OAR 141-110-150.

(9) The Division or its authorized repre-
sentative(s) shall have the rifht to enter upon any
leasehold at any reasonable time to make any
necessary examinations or investigations, or to
conduét noxious weed or pest abatement, or for

wildfire control.

{10) Leaseholds shall remain available and
open to public use (including camping, hunting,
fishing, and hiking), provided such ubﬁc use does
not interfere with the Division-authorized range-
land purposes or o?erations. The Division may close
all ordportions of leaseholds to public use upon a
prior determination that such closure results in the
greatest public benefit. Such closures shall be:

{a} For as short of duration as possible,
commensurate with the need for the closure, and

(b) Responsive to a need for wildlife protection,
public safety, protection of archaeological sites and
objects, or for other reasons determined necessary
by the Division. To the extent possible, the Division
will notify lessees in writing of a proposed public
use closure, and place a public notice in a
news a%er of general circulation in the area in
which the subject closure is located to request
public input prier to taking an action.

(11) A lessee may not interfere with lawful
public use of a leasehold, or obstruct free transit
across state land or intimidate or otherwise
threaten or harm public users of state land.

(12) Each lessee shall maintain and make
available to the Division upoen request all records
and accounts reiated to the leasehold. These
records shall accurately reflect the peried of time
each leasehold was used, for what purposes, and if
used for grazing, by how many animal units.

(13) A lessee shall obtain prior written approval
from the Division before:

(a) Placing developments exceeding one
thousand dellars ($1,000) EE)er year on a leasehold.

(b} Restricting the public from entering all or a
gortion of a leasehold to protect livestock or

evelopments.

(¢) Removing developments, markers or signs
on the leasehold which have been placed or
approved by the Division.

{(d) Using, pIacinF or storing material (as
defined) on the leasehold.

(14) A lessee shall use a leasehold only for the
rangeland purpose(s) authorized by the lease. The
Division shall notify the lessee by certified mail of
any unauthorized use(s). Such notice shall
designate the required time frame and conditions to
cure the viclation.

{15) A lessee shall cooperate with appropriate
county agencies and Oregon Department of
Agriculture in the detection, preventien, and
control of noxious weeds. The Division will rely on
the Oregon Department of Agriculture for informa-
tion and advice concerning which noxious weeds
present on a leasehold require corrective action by
the lessee, or the Oregon Department of Agri-
culture or its agents.

(16) A lessee shall cooperate with the Oregon
Department of Agriculture and the Division in the
management of plant pests and diseases.

(17) Under conservation use, no livestock
grazing or uses that consume or remove forage, or
that adversely impact rangeland health, fish and
wildlife habitat or the physical, historical and
cultural resources of a leasehold shall occur.

(18) A lessee shall cooperate with the Division
and other agencies in the detection, prevention and
control of wildfires on a leasehold.

Stat. Auth.: ORS 273.045 & 273.051

Stats. Implemented: ORS 273.805, 273.815 & 273.825
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Hist.: LB 4-1994, . & cert. ef. 8-2-94; LB 3-1995, { & cert.
ef. 10-13-95

Leasing Determination

141-110-080 Prior to issuing a rangeland lease,
the Division shall prepare a written determination
that shall:

(1) Address how the proposed lease would:

(a) Satisfy the trust responsibilities of the
Division concerning the levelpof financial return
from use of the leasehold over the long term;

(b) Be consistent with applicable local government
zoning regulations and/or land use management
plans; an

(c} Be compatible with any cooperative resource
management plans affecting the area.

(2} Be sent to, pursuant to the requirements of
the Divisions State Agency Coordination Plan:

(a) Persons indicating an interest in the specific
leasehold;

(b) Affected state and federal agencies and
tribal interests; and

{¢) Local governments.

Stat. Auth.: ORS 274.045, 273.051, 273.805 - 273.825
Stats. Implemented: ORS
Hist.: LB 4-1994, { & cert. ef, 8-2.04

Rangeland Use Base Rental and Fees

141-110-090 (1) The annual base rental for the
use of a leasehold for rangeland purposes (livestock
grazing and conservation use} shall be determined
on an AUM basis using the following formula:

For each leasehold, the Division shail:

(a) Establish an annual grazing capacity (which
will be indicated in the RMgrand may be reviewed
annually),

{b) Determine the base AUM rental rate using
Jae orogacsac: approach:

2T Oontal Rate=GxCCxSxP
& = Amumal gain per month

CC = Marketable calf crop

S = State share

P = Average weighted calf price

(2) For the purpose of determining the base
AUM rental rate, the following formula factors
shall be used. -

(a) Pounds of gain per animal unit per month
(G) shall be fixed at thirty (30) Cpounds.

{b) Marketable calf crop (CC) shall be fixed at
eighty percent (80.0%y

(c) State share of calf gain (S) shall be fixed at
twenty percent (20.0%) for calendar year 1997 and
beyond.

(d) Average weighted calf price (P) shall be
based on US%A Oregon agricultural price data
indicating the average statewide sales price of
calves for the preceding one year period based on
an October through September year.

(3) The formlﬁa factors in section (2) of this rule
shall be reviewed by the Division at least once
every three (3) years to ensure they reflect at least
a fair market rental rate.

(4) The minimum annual rental for all lease-
holds subject to these rules shall be $100.

(3) Each application for a rangeland lease
(including renewals), shall be accompanied by a
non-refundable fee payable to the Division in the
amount of $250 except for isolated parcels.
Applications for isolated parcels shall be accom-
panied by a non-refundable fee of $100.

{(6) The annual rental due to the Division for

use of rangeland shall be determined by multi-
Flymg the AUM rate as derived from the formula
OAR 141-110-090(1) and (2), as applicabie) by the
annual grazing capacity of the leasehold. As a
result, the rental rate may be revised annually
based u}lzon the grazing capacity of the leasehold.
_ . (7) The lease will indicate the amount of the
initial annual rental payment as well as the
method for computing annual changes to the rental
fee; and the date payment is due to the Division.

(8) An application for a sublease, assignment.
or pasture agreement shall be accompanied by a
non-refundable application fee of $250 payable to
the Division.

(9) Each lessee using ran%eland for livestock
grazin% must maintain and submit to the Division
annua 1zs-mzmg use records as required in his/her
lease. Failure to submit such use reports as
required shall give the Division cause to terminate
or modify the lease.

(10) In addition to anyv other remedijes
available, the Division shall impose the legal rate of
interest on unpaid balances owed the Division
pursuant o ORé) 82.010

(11) The Director may allow a lessee credit
toward annual rental for developments. To qualify
for a credit, such development work must be:

(a) Determined by the Division to be necessary
to accomplish the specific objectives listed in the
RMP for the subject leasehold,

(b} Authorized by the Division in advance of
initiation, and

(¢} Completed within the time specified by the
Division.

Stat. Auth. ORS 273.045 & 273.051
Stats. Implemented: ORS 272.805 & 273.813, 273.825

- Hist.: LB 4-1994, f. & cert. of 8-2-94; LB 3-1995, f. & cert.
ef 10-13-95; LB 8-1998, { & cert. ef, 12-13-96

Rangeland Management Plar (RMP)

141-110-100 (1) The Division shall prepare a
written RMP for each leasehold unless the parcel is
determined to be isolated.

(2) The Division may prepare an RMP for an
isolated parcel if speciaf conditions (for example,
threatened, endangered, or sensitive species, or
critical wildlife habitat are identified on the
leasehold) warrant such an action.

(3) An RMP considers the authorized use as it
relates to other uses of rangeland and in relation to
renewable resources (for example, watershed,
vegetation, and wildlife). When grazing is the
authorized use, an RMP shall establish the
season(s) of use, the number of livestock permitted,
and the developments needed.

(4) The RMP shall be developed by the Division
in consultation with the lessee, other affected
landowners, and applicable local, state, and federal
agencies, tribal interests, and any interested
persons.

(5) The Division shall send a notice of the
availability of a draft RMP to all:

(a) Persons indicating an interest in the
leasehold;

(b) Affected state or federal agencies, and tribal
interests, and

(¢) Local governments pursuant to the
requirements of the Divisions State Agency
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Coordination Plan.

{6) Recipients of the notice of availability of the
draft RMP shall have thirty (30) calendar days
from the date of the notice to submit comments to
the Division.

(7) Upon receipt of comments the Division shall:

(a) Reassess the draft RMP;

(b) Make any changes to the draft RMP
determined to be necessary by the Division;

(¢) Inform interested persons of significant
changes to the draft RMP;

(d) Issue the RMP for the leasehold.

(8) The Division may use an applicable
Allotment Management Plan or Integrated Activity
Plan approved by the Bureau of Land Management
or U.S, %‘orest S};rvice in lieu of an RMP, provided
that the plan substantially conforms with the other
provisions of OAR 141-110-100.

(9) An RMP shall, as appraopriate to the
purpose(s) of the leasehold:

(a) Set the specific management objective(s) for
the leasehold based on the need to maintain range-
land health, taking into account the vegetative
components, condition, and resource values present
consistent with applicable policies set forth in these
rules (OAR 141-110-010)

(b) Set livestock grazing schedules by pasture
or leasehold to meet stated objectives;

(c) Establish the annual grazing capacity (in
AUMs) of the leasehold;

{d) Identify riparian areas, wildlife habitat,
special natural or cultural features, known
sensitive, threatened, and endangered species in
the ieasehold, and describe any special provisions
necessary to protect or enhance these features and
species;

(e) List existing Division-approved develop-
ments and any new treatments or developments
needed and/or desired, which would facilitate
achievement of the listed objectives for the
leasehold;

() Describe any lessee flexibility during annual
plan operation (including minimum and maximum
annual stocking limits) given factors such as
weather, fire, insect infestation, and other
variables;

(g) Identify the rangeland health inventory
stangards to be used by the Division over time to
monitor the rangeland health of the leasehold;

(h) Contain a schedule for monitoring the
leasehold adequate to indicat® whether rangeland
health and other leasehold objectives are being met;

(i) Present a plan for response to wildfires that
may occur on the leasehold.

{10) The Division shall annually review each
RMP to:

(a) Determine the lessees compliance with the
plans terms and conditions;

(b) Assess the effectiveness of the plan;

(¢) Decide if the plan needs to be revised to
reflect changes in use, range condition, or other
factors.

(11) The Division reserves the right to modif:
the RMP as necessary after prior consultation wit
the lessee.

(12) The Division may, after consultation with
the lessee, make periodic changes in the grazing
capacity of a leasehold due to seasonal climatic or
adverse conditions without public notification as
required in OAR 141-110-100.

{13) The RMP shall be consistent with local,
state and federal laws and rules, and approved
state or federal coordinated resource plans or
watershed management plans/strategies.

Stat. Auth.: ORS 273.045 & 273.051

Stats. Implemented: ORS 273.805, 273.815 & 273.825

Hist.: LB 4-1994, {. & cert. ef. 8-2-94; LB 3-1995, f. & cert.
ef. 10-13-95

Subleasing, Assignment of Leases, Pasture
eements

141-110-110 (1) Any lessee wanting to sublease
or assign a lease to, or enter into a pasture
agreement with another person must:

(a) Apply to the Division for prior written
aut(:ihorization on a form provided by the Division,
an

(b) Submit a non-refundable application fee as
provided for in OAR 141-110-090(8).

(2) All such requests must be received by the
Division at least thirty (30) calendar days prior:

{a) For a sublease or assignment, to the
requested date of transfer, or

(b) For a pasture agreement, the date that it
would take effect.

{3) No subleases, assignments, or pasture
agreements shall occur without the prior written
approval of the Division.

(4) If the Division authorizes a sublease,
assignment, or pasture agreement, the lessee shall,
in addition to the lease rental, pay the Division the
difference between what s/he pays the Division for
the lease, and what s/he collects trom the sublessee,
assignee, or person entering the pasturing
agreement.

(5) The Division shall terminate the lease of
any lessee who subleases or assigns, or enters into
a pasture agreement for any part or all of his/her
leasehold to another persen without the prior
written approval of the Division.

{6) A lessee entering into a pasture agreement
approved by the Division shall continue to be bound
by all terms and conditions of his/her lease,
including the requirements of the RMP.

(7) Assignments, if approved by the Division,
ghall be-no longer than tﬁe remaining term of the
lease. An assignee of a rangeland lease shall be
bound by the existing RMP.

(8) Assignees must meet all applicable
requirements as set forth in OAR 141-110-060.

Stat. Auth. 273.045 & 273.051

Stats. Impiemented 273.805, 273.815 & 273.825

Hist.: LB 4-1994, . & cert. ef. 8-2-94; LB 3-1995, f. & cert.
ef. 10-13-95; LB 8-1996, {. & cert. ef. 12-13-96

Development Authorization

141-110-120 (1) Title to all developments that
occur after adoption of these rules shall be in the
name of the State of Oregon.

(2) The Division shall authorize proposed
%&ﬁglopments specifically listed in an approved

(3) The Division shall consider the following
factors before deciding whether to authorize a
proposed development on a leasehold without an
approved EMP:

(a) Need for the intended development;

(b) Benefits of the intended development;
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(c) Impacts of the development on rangeland
health, and fish and wildlife habitat and historical
and cultural resources, and

(d) Whether the development is permitted by
the countys acknowledged comprehensive plan and
land use regulations.

{4} The Division reserves the right to provide
financial assistance to a lessee for a portion or all &f
a development to/on a leasehold upon application to
the Division usin%a form provided by the Division. -

{3) Division financing of any part or all of a
%rt)ﬁosed development authorized in the RMP or

AR 141-110-120(3) is contingent on the avail-
ability of funds and the need for the proposed
action as determined by the Division in the RMP.

(6) The Division may only assist a lessee in the
financing of any developments to/on state land if
the Division determines that the propoesed action:

(a) Will result in increased revenue over the
short-term to the Common School Fund at least
equal to or greater than what could be obtained by
investing the same funding in other financial
instruments over the same period of time;

{b) Increases or prevents a decline in the value
of the subject parcel for future exchange or sale, or
as a site for other uses;

(¢) Improves the Divisions ability to more
efficiently manage the subject leasehold;

{d) Is determined necessary under a Division
approved RMP; or

(e) Improves the rangeland health of the
teasehold. =
(7) Regardless of the source of financing:
{a) A.ng developments to/on a leasehold shall be
maintained by'the lessee in good working order (as
appropriate to the ty?ne of development);

(bsj If a lessee fails after receipt of written
notification from the Division to ma2intain
developments within the time fperiod set py the
Division, the Division may perform the required
maintenance and assess the costs incurred i{o the
lessee;

(¢} The lessee shall take whatever steps are
necessary to ensure that a development does not
poss : danger to public safety.

.24 i1 the Division decides to lcan funds to a
lessee to finance a development, the lessee shall
pay interest on the amount loaned over the term of
the loan at a rate determined by the Division after
consultation with the Oregon State Treasurer.

{9) The following provisions apply to water
resource developments.

(a) Except as provided for in ORS 537.543, any
development authorized by the Division including,
but not limited to the diversion, pumping, and stor-
age of water must also be reviewed and approved in
advance of its development by the Oregon Water
Resources Department and other appropriate
agencies;

(b) If water permits or rights are required for
the proposed praject, such permits or rights shall be
applied for and issued in the name of the Division;

(c} Except when the Division initiates water
resource developments on state land, the lessee will
be responsible for paying all fees required to obtain
the required Water Resources Department approval
(for example, a water right);

(d) Water resource developments shall be

designed to:
' E‘l\.‘) Utilize water beneficially for grazing live-

stock, conservation use, or other lease-authorized
gractlces without waste by taking into account the
est available technology applicable to site
conditions;
(B) Enhance native fish and wildlife popula-
tions; and
(C) Maintain or enhance rangeland health.

Stat. Auth.: ORS 273.045 & 273.051

Stats. Impiemented: ORS 273.305, 273.815 & 273.825.
Hist.: LB 4-1994, { & cert. ef 8-2-94; LB 3-1995, { & cerr.
ef. 10-13-95

Compensation for Developments

141-110-130 (1) If a lease is awarded to a person
other than the prior lessee, the new lessee must
compensate the prior lessee for the remaining
undepreciated value of any Division-approved
developments within the leasehold owned by the
prior lessee not subject to QAR 141-110-140(1).

{2) The value of Division-approved develop-
ments shall be established on a negotiated basis
between the new lessee and the prior lessee.

(3) If the former lessee and the new lessee are
unable to agree on the reasonable value of the
subject developments, such value shall be fixed by
an independent appraiser appointed by the
Division.

(4) The costs of all appraisals conducted under
OAR 141-110-130(3) shaﬁ be paid in equal shares
by the applicant and the prior lessee, or by other
such arrangement as is mutually acceptable them,

(3) If a development, such as a fence, is jointly
constructed or financed by adjacent landowners
and/or lessees, or by the State of Oregon, only that
share of the development belonging to the prior
iessee shall be assigned a prorated value for
CUMPensdolon purpcses.

6} The Division may purchase some or all
developments on state land from a prior lessee.

(7) Any leasehold development debt(s) of a
former lessee owed the Division shall become the
responsibility of the new lessee pursuant to the
same terms and conditions governing those debts.

(8) If a lease is terminated by the Division for
reasons not relating to a default %y the lessee, the
Division may, at its eption:

(a) Allow the lessee to remove the non-
permanent development(s); or

{b) Compensate the lessee for the undepreciated
value of both Division approved permanent and
non-permanent development(s).

9} If the Division and the lessee are unable to
agree on the value of said developments, the value
will be determined in the same manner as des-
cribed in OAR 141-110-130(3).

Stat. Auth.: ORS 273.045 & 273,051

Stats. Implemented: QRS 273.805, 273.815 & 273.825

Hist.: LB 4-1994, f. & cert. ef. 8-2-94; LB 3-1995, f & cert.

ef. 10-13-95

Removal of Developments and Material

141-110-140 (1) Upon the expiration or termina-
tion of a lease, the Division shall notify the lessee
in writing to advise him/her of what, if any,
developments or material s/he must remove,

(2} Unless otherwise agreed to:

(a) The prior lessee shall remove any or ail
developments as directed by the Divisien within
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sixty (60} calendar days of the date of termination
of the lease unless they are subject to afé)raisal and
purchase as described in OAR 141-110-130;

(b} Any developments remaining on the
leasehold after the sixty {60) day period shalil
become the property of the Division.

{3) Removal of such developments or material
shall be at the lessees expense.

(4) If the lessee refuses to remove the subject
developments or material, the Division may remove
the developments and charge the lessee for deing so.

Stat. Auth.: ORS 273.045 & 273.051
Stats. Implemented: ORS 273.805, 273.815 & 273.825
Hist.; LB 4-1994, { & cert. ef. 8-2-94; LB 3-1995, { & cert.

ef, 10-13-95
Insurance and Bonds

141-110-150 (1) The Division may require a
lessee to obtain insurance in a specified amount for

a planned development which, in the opinion of the
Division, constitutes a risk to public safety, or to
the State of Oregon.

(2) The Division may request that the applicant
or lessee provide information concerning the
development to the Risk Management Division of
the Oregon Department of Administrative Services,
which may assist the Division in determining the
appropriate amount of insurance coverage based on
the nature of the development.

(3) The Division may, at its discretion, require
that a lessee obtain a surety or bid bond in an
amount specified by the Division (or a cash deposit
or certificate of deposit which has an equivalent
face or cash-in value as the surety bond and which
names the State of Oregon as co-owner) to secure
performance of all terms and conditions of a lease.

Stat. Auth.: ORS 273.045 & 273.051

Stats. Implemented: ORS 273.805, 273.815 & 273.825
Higt.: LB 4-1994, £ & cert. ef. 8-2-94; LB 3-1995, f. & cert.
ef 10-13-95 .

Termination of a Lease For Default

141-110-160 (1) If a lessee fails to comply with
these rules, the RMP or other lease terms and
conditions, or otherwise viclates laws-covering the
use of his/her leasehold, the Division shall notify
the lessee in writing of the default and demand
correction within a specified time frame.

(2) If the lessee fails tocorrect the default
within the time frame specified, the Division may:

(a) Modify or terminate the lease; and/or .

(b) Request the Attorney General to take
appropriate legal action against the lessee.

Stat. Auth.: QRS 273.045 & 273.051

Stats. Implemented: ORS 273.805, 273.815 & 273.825
Hist.: LB 4-1994, f. & cert. ef. 8-2-94; LB 3-1995, f. & cert.
ef. 10-13-95

Appeals

141-110-170 (1) An applicant, lessee or any other
person adversely affected by a rangeland lease
decision of the Division may appeal the decision to
the Director.

(a) Such an appeal shall be received by the
Director no later than thirty (30) calendar days
after the date of delivery of the decision.

{b) The Director shall decide the appeal within

sixty (60) calendar days after the date of delivery of
the appeal.

{c) The Director may affirm the decision, issue a
new or modified decision, or request the appellant
to submit additional information to support the
appeal.

(d) The Director shail not stay a decision made
by the Division pursuant to these rules for which
an ag:g)eal has been received.

_ 2) Where an applicant, lessee, or other person
1s entitled by law to a contested case hearing, they
may request such a hearing only after exhausting
t]:%% (lﬁfomal appeal provided for in OAR 141-110-

Stat. Auth.: ORS 273.045 & 273.051

Stats. Implemented: ORS 273.805, 273.815 & 273.825
Hist.: LB 4-1994, f. & cert. ef. 8-2-94; LB 3-1995, {. & cert.
ef. 10-13-35

Appeals

141-110-180 (1) An applicant, lessee or any other
person adversely affected by a rangeland lease
decision of the Division may appeal the decisien to
the Director. Such an appeal shall be an informal
process and not a contested case hearing.

(2) An appeal shall be received by the Directar
no later than thirty (30) calendar days after the
date of delivery of the decision.

~ (3) The Director shall decide the appeal within
sixty (60) calendar days after the date of delivery of
the appeal.

(4) The Director may affirm the decision, issue
a new or modified decision, or request the appellant
to submit additional information to support the
appeal.

- (5) The decision on an appeal by the Director
shall be the final administrative decision of the
Division. :

{6) The Director shall not stay a decision made
by the Division pursuant to these rules for which
an appeal has been received.

Stat. Auth.: ORS 274.045, 273.051, 273.5805 - 273.825
Stats. Implemented: ORS
Hist.: LB 4-1994, . & cert. ef. 8-2-94
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DIVISION OF STATE LANDS

DIVISION 67

RULES GOVERNING THE SALE, EXCHANGE
AND PURCHASE OF LAND

141-067-0130
Purpose and Applicability
These rules:

(1) Establish procedures for the sale, exchange, and purchase of all types and
classifications of land and interests in land managed by the State Land Board and the
Division of State Lands in order to comply with all Constitutional and statutory
requirements including, but not limited to: Oregon Constitution Article VIII, Section 5(2),
and ORS 270, 271, 272,273, and 274,

(2) Do not pertain to the leasing of lands nor the granting of easements across lands
managed by the State Land Board and the Division of State Lands

Stat. Auth.: OAR 141-167-0005 - OAR 141-067-0120, OAR 125-045, ORS 270.005 —
ORS 270.190, ORS 273.045, ORS 273.245 — ORS 273.247, ORS 273.251 — ORS
273.311, ORS 273.316 — ORS 273.321, ORS 273.413 - ORS 273.456, ORS 274.040,
ORS 274.905 — ORS 274,940, ORS 274,960 — ORS 274.985

Stats. Implemented: OAR 141-167-0005 — OAR 141-067-0120, OAR 125-045, ORS
270.005 — ORS 270.190, ORS 273.045, ORS 273.245 — ORS 273.247, ORS 273.251 —
ORS 273.311, ORS 273.316 — ORS 273.321, ORS 273.413 — ORS 273.456, ORS
274.040, ORS 274.905 — ORS 274.940, ORS 274.960 — ORS 274.985

Hist.: DSL 2-2002, f. 4-12-02, cert. ef. 7-1-02

141-067-0140
Policies

(1) The State Land Board through the Division has a Constitutional responsibility to
manage "the lands under its jurisdiction with the object of obtaining the greatest benefit
for the people of this state, consistent with the conservation of this resource under sound
technigues of land management” pursuant to Article VIII, Section 5(2) of the Oregon
Constitution.

A-15



(2) In order to achieve the Constitutional mandate described above and to maximize the
financial return to the Common School Fund from Trust Lands, the Division will seek to
obtain the full fair market value for any land or interests in land sold or exchanged.

(3) Trust Lands will be sold or exchanged in a manner that complies with state law while
ensuring absolute adherence to both Constitutional and Admission Act trust
responsibilities as determined by the State Land Board and subject to review by the
courts.

(4) The State Land Board may at any time direct the Division of State Lands as to the
purchase, sale or exchange of Trust and/or Non-Trust Lands in accordance with these
rules and/or the Asset Management Plan.

(5) Any Trust Land or interest in Trust Land may be exchanged for other land or interest
in land, of equal or superior value. The newly acquired land or interest in land shall be
regarded as Trust Land.

(6) The State Land Board may purchase, sell or exchange lands in any such parcel size or
configuration or class (e.g. forest, agriculture, commercial).

(7) The State Forester may initiate and process land exchanges involving Common
School Forest Lands under its management as allowed in the management agreement
between State Land Board, the Division of State Lands and the State Forester. Such land
exchanges require the approval of the State Land Board.

(8) The State Land Board and the Division will thoroughly evaluate opportunities to sell
or exchange state land, particularly non-performing Trust Land and, in some cases, Non-
- Trust Lands. Purchases, sales and exchanges may be pursued on a case-by-case basis to:

(a) Meet a management prescription as identified in the Division's Asset Management
Plan;

(b) Increase the net operating income from a parcel or class of land;

(c) Increase the financial contributions to the Common School Fund;

(d) Reduce land management costs associated with a particular parcel; or

() Increase the efficiency of management of a particular parcel or group of parcels.

(9) Public review and State Land Board approval of proposed land sales and acquisitions
(either by purchase or exchange) will be sought at key decision points as determined by
the Director. The criteria for evaluating any land sale or acquisition will include the
following:

(a) Current and future estimate of value and income potential;
(b) Location, accessibility and manageability;

(c) The potential for alternative income-generating uses;



(d) The level and intensity of expressed interest in a sale, exchange or purchase; and
(¢) Whether the land is classified as Trust or Non-Trust land.

(10) The Division shall recover all appraisal, survey and advertising costs of sales and
exchanges from the buyer or exchange applicant unless agreed to otherwise in advance, or
prohibited by law or these rules.

(11) Qualified persons and agencies may apply to purchase or exchange state land or
interests in state land at any time. An application fee, as required by these rules, shall be
included with each application. The Division reserves the right to prioritize land sale and
exchange projects according to available agency funds and income potential.

(12) The State Land Board will not sell or exchange state-owned submerged lands except
to facilitate the legal disposal of hazardous materials as part of a plan approved by the
appropriate state and/or federal environmental agencies. In instances when the State Land
Board may sell or exchange submerged lands under circumstances as stated in these rules,
such sale or exchange shall occur: (1) only upon a finding that the transaction will accrue
a net gain in public trust values to the people of Oregon; and (2) only when the public
trust uses are not significantly impaired as a result of the transaction. The State Land
Board may sell or exchange historically filled land and new lands in the manner provided
by law,

(13) The State Land Board may exchange submersible lands upon a finding by the Board
that the transaction will accrue a net gain of public trust values to the people of Oregon.

(14) The State L.and Board authorizes the Director or his/her designee to issue such
certificates of sale, deeds or conveyances as are necessary to carry out the land
transactions approved by the Board in conformance with these rules. Such instruments
shall include, but not be limited to bargain and sale deeds with limited warranty and
quitclaims, and be drawn in a manner to fully transfer all rights and interests to the
buyer/exchange partner that the Division has full confidence in conveying.

(15) Land or interest in land sold to another state agency or potlitical subdivision under the
provisions of ORS 270.100 or a federal agency shall be used for public purpose or
benefit, and not be for resale to a private purchaser. Such restrictions shall be included in
the deed and be enforceable through such terms as, but not limited to, reversion clauses.

(16) The State Land Board shall recognize and adhere to all terms and conditions of valid
existing leases and easements as they affect proposed land sales or exchanges.

(17) The State Land Board shall retain all mineral interest ownership unless:

{a) A mineral and geologic evaluation (including an appraisal of values as required by the
Director} reveals no or extremely limited mineral potential in any lands being considered
for sale or exchange;



(b} The State Land Board deems that the disposal of mineral interests is in the long term
best interests of the Trust; and

(c) The State Land Board approves of the disposal. Minerals may be exchanged based on
a showing that all parcels have roughly equivalent mineral potential. All mineral interests
included in any sale shall be accorded a monetary value and the Division shall be
compensated for their sale.

(18) These rules shall apply to all land transactions (for example, sales, exchanges, and
purchases) for the South Slough National Estuarine Research Reserve as established in
ORS 273.553.

(19) The Division will seek certification of these rules by Department of Administrative
Service (DAS) as permitted under QAR 125-045-0195. It is the intent of these rules to
carry out the Division's land transactions in a manner consistent with DAS rules for the
Disposition and Acquisition of Real Property Interests (OAR 125-045). According to
ORS 270.100(4), the Division of State Lands 1s exempt from having to secure DAS
approval for land sales unless the land and/or interests in land are to be sold at less than
the appraised value.

{20) Land sale and exchange applications pending with the Division on the effective date
of these rules (July 1, 2002) shall be processed in accordance with these rules. Every
effort shall be made to give due consideration to the processing work already
accomplished for any applications pending on the effective date of these rules.

Stat, Auth.: OAR 141-167-0005 - QAR 141-067-0120, OAR 125-045, ORS 270.005 —
ORS 270.190, ORS 273.045, ORS 273.245 — ORS 273.247, ORS 273.251 — ORS
273.311, ORS 273.316 ~ ORS 273.321, ORS 273.413 — ORS 273.456, ORS 274.040,
ORS 274.905 — ORS 274.940, ORS 274.960 — ORS 274.985

Stats. Implemented: OAR 141-167-0005 —~ OAR 141-067-0120, OAR 125-045, ORS
270.005 — ORS 270.190, ORS 273.045, ORS 273.245 - ORS 273.247, ORS 273.251
ORS 273.311, ORS 273.316 — ORS 273.321, ORS 273.413 — ORS 273.456, ORS
274.040, ORS 274.905 — ORS 274.940, ORS 274.960 — ORS 274.985

Hist.: DSL 2-2002, £. 4-12-02, cert. ef, 7-1-02

141-067-0150
Definitions
(1) "Abutting" means immediately adjacent to and facing.

(2) "Agricultural Lands" are Trust or Non-Trust Lands classified for active commercial
farming, nursery or agricultural production of all types.

(3) "Apparent Successful Purchaser" is the person who is the highest acceptable bidder
and who has agreed to the terms and conditions of a land sale prior to the final approval
of the sale by the State Land Board.



(4) "Applicant” is any person who requests to purchase or exchange state land or interests
in land.

(5) "Appraisal" or "Appraisal Report" means a written statement independently and
impartially prepared by a qualified appraiser setting forth an opinion as to the market
value of the lands or interests in lands as of a specific date(s), supported by the
presentation and analysis of relevant market information.

(6) "Asset Management Plan" means the plan required by ORS 273.245 and adopted by
the Land Board.

(7) "Bargain" is a process by which the Division and parties attempt to agree to a final
sale price of state land or interests in state land.

(8) "Bargain and Sale Deed" is a form of a deed that conveys real property from a seller to
a buyer but does not guarantee clear title.

(9) "Bid" means a written or oral monetary commitment to purchase land or interest in
land offered at the specified time and place by a person eligible to participate in an
auction process as specified by the Division in accordance with QAR 141-067-0220 of
these rules.

(10) "Deed" means a written, legal instrument that conveys an estate or interest in real
property when it is properly executed and delivered.

(11) "Director" means the Director of the Division of State Lands or the Director’s
designee.

(12) "Division" means the Division of State Lands.

(13) "Division Estimate of Value" is the monetary value of a land parcel established by
the Division and approved by the State Land Board based on a critical review of the
appraisal report, any review appraisal information, and supporting data. The value may, in
the discretion of the Director, include the cost of appraisal, advertising and related pre-
sale costs as identified by the Division.

(14) "Easement" 1s an authorization granted by the Division that gives a person the use of
a specifically designated parcel of state-owned land for a specific purpose and length of
time. The Division offers three (3) types of easements: temporary, term, and permanent.
An easement does not convey any proprietary or other rights of use to the holder other
than those specifically granted in the easement authorization.

(15) "Economic Analysis" means a review of the revenue, expenditures and valuation
trend for a specific parcel or parcels.

(16) "Environmental Review" means an investigation of the past uses and physical
character of a property to determine the extent, if at all, that hazardous materials may be
present.



(17) "Forestlands" are Trust or Non-Trust Lands classified for management for the
production of commercial forest products,

(18) "Hazardous Materals" means any substance or material that 1s governed or regulated
by any statute, regulation or rule, order, finding or directive promulgated, issued or
enacted by a federal, state or local government entity and that relates to industrial hygiene
or environmental protection, including but not limited to the Comprehensive
Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C.A.
Sections 6901-9675 (West 1983) and any successor provisions, and the Resources
Conservation and Recovery Act (RCRA), 42 U.S.C.A. Sections 6901-6992 (West 1983)
and any successor provisions.

(19) "High Bid" means the highest monetary commitment to pay to purchase land offered
by a person eligible to participate in a land sale auction.

(20) "Highest and Best Use" means an appraiser's supported opinion of the most probable
and legal use of property, based on market evidence, as of the date of valuation.

(21) "Historically Filled Lands" means those lands protruding above the line of ordinary
high water, whether or not connected with the adjoining or opposite upland or riparian
land on the same side of the body of water, which have been created prior to May 28,
1963 upon state-owned submerged and submersible lands by artificial fill or deposit and
not including bridges, wharves and similar structures constructed upon state-owned
submerged and submersible lands by other than artificial fill or deposit.

(22) "Individual person” means, for the purposes of QAR 141-067-0230, a single human
being and does not include such entities as a corporation, public agency, political
subdivision or association.

(23) "Industrial/Commercial/Residential Lands" are a wide variety of Trust and Non-
‘Trust Lands classified for management for a broad range of commercially viable uses
including, but not limited to: manufacturing, restaurants, and multi-family housing.

(24) "Land Exchange" means a simultaneous conveyance of land or interest in state land
for land or interest in land of another entity of equal value (either appraised or Division-
estimate of value).

(25) "Lease™ means a valid enforceable contract between the Division and another party
for the use of a specific area of state land for a specific use under specific terms and
conditions,

(26) "Market Value" or "Fair Market Value" means the most probable pricé in cash, or
terms equivalent to cash, which land or interests in land should bring in a competitive and
open market under all conditions requisite to a fair sale, where the buyer and seller each
acts prudently and knowledgeably, and the price is not affected by undue influence.

(27) "Mineral Lands” are Trust and Non-Trust Lands classified for management for
commercial mineral extraction and production due to the existence of valuable,



commercially extractable minerals including, but not limited to: metallic, non-metallic
and industrial minerals, natural gas or sand and gravel.

(28) "Mineral Potential Analysis" is an analysis of the subsurface mineral interests of a
parcel to determine if any minerals exist in commercially valuable and extractable
abundance.

(29) "Minimum Bid" is the lowest monetary commitment to pay to purchase land offered
from a person eligible to participate at a land saje auction that the Division will accept.

(30) "Natural, Recreational and Cultural Resources Review" or "Resources Review"
means a written report, compiled by the Division or its agent, of the water, fish, wildlife,
plant, soil, geologic, scenic, recreational, historic, cultural and tribal resources present on
a particular land parcel or group of parcels. The review includes consultation with various
agency, private and tribal interests with knowledge and expertise of the specific resources
and resource values.

(31) "New Lands" means the same as in ORS 274.905(1); those lands protruding above
the line of ordinary high water, whether or not connected with the adjoining or opposite
upland or riparian land on the same side of the body of water, which have been created
(before, on or after May 28, 1963) upon state-owned submersible or submerged lands by
artificial fill or deposit and not including bridges, wharves and similar structures
constructed upon state-owned submersible or submerged lands by other than artificial fill
or deposit.

(32) "Non-Performing Asset” means a parcel or class of land for which the net operating
income during a specific period is negative or where the rate of return is significantly less
than expected from similarly classed land.

(33) "Non-Trust Lands" or "Statutory Lands" are both classifications of lands listed in
ORS 273.251(5), (6) and (7).

(34) "Qutstanding Interests/Encumbrances"” are rights or interests ini land held by an entity
other than the Division.

(35) "Person” is an individual at least eighteen (18) years old, a political subdivision or
public agency, or any corporation, association, firm, partnership, joint stock company, or
quasi-public corporation registered to do business in the state of Oregon.

(36) "Pre-Exchange Agreement” is a non-binding agreement between the Division and an
exchange applicant that sets out the terms of the exchange proposal and the
responsibilities of each party to complete the exchange. The agreement, at a minimum,
describes the lands to be exchanged; assigns responsibility for completion and payment of
appraisals, advertising, closing and any special studies including environmental audits;
and establishes a reasonable time schedule for completion.

(37) "Public Body" means the same as in ORS 274.905(2), a state agency or any port
organized under the laws of Oregon or dock commission of any city of this state.



(38) "Quitclaim Deed" is a form of deed in which any interest the grantor possesses in the
property described in the deed is conveyed to the grantee without warranty of title.

(39) "Rangelands" means Trust and Non-Trust Lands that are classified for management
primartly for livestock grazing largely on uncultivated forage with limited improvements
or development.

(40) "Reserved Price” means an amount of money stipulated by the Division as the
amount to be paid for a parcel in the event there are no bidders.

(41) "Reserved Interest” means an interest in the land that is retained by the Division from
a conveyance of the title to the state land.

(42) "Resource Values" means any of the various commodity values or non-commodity
values, such as, but not limited to fish and wildlife habitat, historical features, recreational
attraction, that are contained within the state land interests, surface and subsurface.

(43) "South Slough National Estuarine Research Reserve" is a component of the National
Estuary Reserve System situated at South Slough (Coos County) established under ORS
273.553.

(44) "South Slough Management Commission” is the public body established in ORS
273.554 for the purpose of directing the management of the South Slough National
Estuarine Research Reserve.

(45) "Special Interest Lands" are Trust and Non-Trust Lands classified for special
management due to unique, special, or significant natural, recreational, scenic, historic,
cultural or other resource value or economic value.

(46) "State Forester” is as described in ORS 526.005(03).

(47) "State Land” or "Land" means real property, including improvements, or any interest
in real property (for example, timber or minerals) managed by the State Land Board and
the Division of State Lands as Trust or Non-Trust Land.

(48) "State Land Board" or "Board" means the constitutionally created body consisting of
the Governor, Secretary of State and the State Treasurer that is responsible for managing
the assets of the Common School Fund as well as for additional functions placed under its
jurisdiction by law. The Division of State Lands is the administrative arm to the State
Land Board.

(49) "Subsurface Mineral Interests" are mineral interests that exist below the surface of
the land such as, but not limited to oil; gas; energy, metallic, non-metallic and industrial
minerals; and geothermal resources. Subsurface mineral interests do not include such
materials as sand and gravel, common rock, topsoil, and other such materials found at or
near the surface of the ground.

(50) "Trust Lands" or "Constitutional Lands" are all classifications of state lands listed in
ORS 273.251(1), (2), (3), (4)(2), {b) and (¢), and (8).



[Publications: Publications referenced are available from the agency.]

Stat. Auth.; OAR 141-167-0005 — QAR 141-067-0120, OAR 125-045, ORS 270.005 -
ORS 270.190, ORS 273.045, ORS 273.245 — ORS 273.247, ORS 273.251 - ORS
273.311, ORS 273.316 — ORS 273.321, ORS 273.413 —~ ORS 273.456, ORS 274.040,
ORS 274.905 — ORS 274.940, ORS 274.960 — ORS 274.985

Stats. Implemented: OAR 141-167-0005 — OAR 141-067-0120, OAR 125-045, ORS
270.005 — ORS 270.190, ORS 273.045, ORS 273.245 - ORS 273.247, ORS 273.251 -
ORS 273.311, ORS 273.316 - ORS 273.321, ORS 273.413 — ORS 273.456, ORS
274.040, ORS 274.905 — ORS 274.940, ORS 274.960 — ORS 274.985

Hist.: DSIL 2-2002, f. 4-12-02, cert. ef. 7-1-02

141-067-0160
Eligibility to Apply to Purchase or Exchange Land

Unless otherwise indicated in these rules, any person who is at least 18 years of age and
who is a citizen of the United States or who has declared an intention to become a citizen,
may apply to purchase or exchange state land.

Stat. Auth.: QAR 141-167-0005 — OAR 141-067-0120, OAR 125-045, ORS 270.005 -
ORS 270.190, ORS 273.045, ORS 273.245 - ORS 273.247, ORS 273.251 - ORS
273.311, ORS 273.316 — ORS 273.321, ORS 273.413 — ORS 273.456, ORS 274.040,
ORS 274.905 — ORS 274.940, ORS 274,960 — ORS 274.985

Stats. Implemented: OAR 141-167-0005 - OAR 141-067-0120, OAR 125-045, ORS
270.005 — ORS 270.190, ORS 273.045, ORS 273.245 - ORS 273.247, ORS 273.251 —
ORS 273.311, ORS 273.316 — ORS 273.321, ORS 273.413 — ORS 273.456, ORS
274.040, ORS 274.905 — ORS 274.940, ORS 274.960 - ORS 274.985

Hist.: DSL 2-2002, f. 4-12-02, cert. ef. 7-1-02

141-067-0170
Land Exchanges

(1) The Division may exchange any lands or interests in lands for any other lands for the
purpose of accumulating larger and contiguous tracts of land and to meet objectives of the
Asset Management Plan or the South Slough National Estuarine Research Reserve
Management Plan. Exchanges may be made on the basis of value or acreage and the
Division may accept a monetary payment as part of the consideration to the extent
required for a fair transaction,

(2) Any person, as defined in these rules and who 1s eligible to do so, may submit an
application to the Division to initiate a Jand exchange. The application shall be submitted
on a form provided by the Division and shall clearly state the location of the state land to
be acquired and the location of the applicant's land offered for exchange to the Division.
The following additional information shall also be submitted:

(a) The total acres of land of each party within the exchange proposal;



(b) A listing of the adjacent landowners along with their current mailing address;
(c) Estimate of value of the applicant's land,;

{(d) A preliminary title report of the applicant's land;

{e) A listing of any leases in force on the applicant's land;

(f) A complete listing of any improvements on the applicant's land; and

(g) A waiver of permission allowing the Division or its authorized agent to enter upon the
applicant's land for inspection and appraisal. The application shall be accompanied by the
appropriate non-refundable application fee as required by OAR 141-067-0280 of these
rules.

(3) The Division shall notify the applicant (by registered or certified mail) of receipt of
the exchange application. Within not more than sixty (60) calendar days of receipt of the
exchange application, the Director may either reject the application, accept the
application for further processing or request more information and later determine the
merit of the application based on the information submitted. A rejected apphication shall
be returned to the applicant with the reasons for its rejection clearly stated. An additional
non-refundable application fee shall not be required for an application that is resubmitted
within one-hundred twenty (120) calendar days of its rejection.

(4) Following initial acceptance of the exchange proposal, the Division shall:
(a) Report the exchange proposal to the State Land Board,;
(b) Enter into a pre-exchange agreement with the applicant;

(c) Complete a natural, recreational and cultural resource report (as described in OAR
141-067-0150(29) of these rules) and economic analysis (as described in OAR 141-067-
0150(14) of these rules) of the lands involved in the exchange (these reports may be
completed by the applicant, its agent or an agent of the Division as agreed to in the pre-
exchange agreement),

(d) Complete an environmental review, as described in OAR 141-067-0150(16) of the
lands to be acquired from the applicant;

(e) Complete the applicable elements of the public interest review process as described in
OAR 141-067-0180 of these rules.

(5) The Division reserves the right to prioritize the processing of land exchange proposals
according to the availability of funds, staffing, public benefit and income potential (for
Trust Lands). The Division may group together similar land exchange applications for
more cfficient processing. The willingness of applicants or other interested parties to pay
for or share in the cost of appraisals, surveys, public notices or other expenses may be a
factor in the Division's prioritization of land exchange proposals.



(6) The Director shall, based on the results of the resources review, economic analysis,
environmental review and public interest review (OAR 141-067-0180) determine whether
or not to proceed with the land exchange proposal as presented; modify the land exchange
in a mutually agreeable manner; or drop the proposal from further consideration.

(7) The Director shall present the final land exchange proposal to the State Land Board
for approval prior to completing the transaction.

Stat. Auth.: OAR 141-167-0005 — OAR 141-067-0120, OAR 125-045, ORS 270.005 -
ORS 270.190, ORS 273.045, ORS 273.245 — ORS 273.247, ORS 273.251 — ORS
273.311, ORS 273.316 — ORS 273.321, ORS 273.413 - ORS 273.456, ORS 274.040,
ORS 274.905 — ORS 274.940, ORS 274.960 - ORS 274.985

Stats. Implemented: OAR 141-167-0005 — OAR 141-067-0120, OAR 125-045, ORS
270.005 - ORS 270.190, ORS 273.045, ORS 273.245 — ORS 273.247, ORS 273.251 -
ORS 273.311, ORS 273.316 — ORS 273.321, ORS 273.413 — ORS 273.456, ORS
274.040, ORS 274.905 — ORS 274.940, ORS 274.960 — ORS 274.985

Hist.: DSL 2-2002, . 4-12-02, cert. ef. 7-1-02

141-067-0180
Public Interest Review Process; Public Meetings and Hearings

To fully carry out the policies of this rule relating to public review of land sales and
exchanges, the Division will do the following:

(1) Notify, in writing, all affected lessees (by registered or certified mail) and adjacent
lessees and landowners (from a list provided by the applicant). Give such notice as soon
as possible following the acceptance of an application. Lessees of lands considered for
exchange shall be notified by certified or registered mail and be given notice thatif a
written protest is submitted to the Division within twenty (20) calendar days of the
mailing a public hearing will be held on the exchange proposal. Such a hearing will be
held in the manner described in OAR 141-067-0180(06) and (7) of these rules.

{(2) Notify, in writing, as early as possible following acceptance of an application, all
affected school districts, city and county governments, particularly the county governing
body. The notice will specifically request each affected county's comment and
concurrence with the application.

(3) Notify, in writing, as early as possible following acceptance of an application, those
individuals and public interests groups that have indicated an interest in such proposals.

(4) Notify the Department of Administrative Services as described in OAR 141-067-0190
of these rules.

(5) Within thirty (30) calendar days of completing a pre-exchange agreement as defined
in OAR 141-067-0150(33), advertise the proposed land exchange as a public notice in a
newspaper of general circulation within the county within which the exchange lands are
located and on the agency website. The notice shall be published at least once per week



for a period of three (3) consecutive weeks and include a description of the exchange
proposal as depicted in the pre-exchange agreement; request public comment on the
merits of the proposal; and identify the agency contact person.

(6) The Division may hold a public meeting at any time prior to final approval of the
transaction by the State Land Board to present for public comment any land sale or
exchange proposal. The Division shall give adequate notice of any such meeting(s)
including invitations to interested parties, agencies and local governments and press
releases and/or public notices in newspapers of general circulation within the county in
which the proposal is located.

(7) When a lessee's written protest to a land exchange proposal has been received in
accordance with OAR 141-067-0180(1) of these rules, the Division will hold a public
hearing on the proposal. The hearing will be held at least forty-five (45) calendar days
after the written protest has been received by the Division and all lessees of land
considered for exchange will be notified by certified or registered mail. All comments by
the lessees or their representatives and all other interested parties will be recorded and
compiled in the hearing record.

(8) The State Land Board shall review and approve final land sale and exchange
transactions at a Land Board meeting open to the public. The public shall be given an
opportunity to testify to the Land Board.

Stat. Auth.: OAR 141-167-0005 — OAR 141-067-0120, OAR 125-045, ORS 270.005 —
ORS 270.190, ORS 273.045, ORS 273.245 — ORS 273.247, ORS 273.251 - ORS
273.311, ORS 273.316 — ORS 273.321, ORS 273.413 — ORS 273.456, ORS 274.040,
ORS 274.905 — ORS 274.940, ORS 274.960 — ORS 274.985

Stats. Implemented: OAR 141-167-0005 — OAR 141-067-0120, OAR 125-045, ORS
270.005 - ORS 270.190, ORS 273.045, ORS 273.245 — ORS 273.247, ORS 273.251 —
ORS 273.311, ORS 273.316 — ORS 273.321, ORS 273.413 — ORS 273.456, ORS
274.040, ORS 274.905 — ORS 274.940, ORS 274.960 — ORS 274.985

Hist.: DSL 2-2002, f. 4-12-02, cert. ef. 7-1-02

141-067-0190

Compliance with the Department of Administrative Service (DAS) Rules for the
Disposition and Acquisition of Real Property

(1) Before acquiring any land by purchase or exchange or offering for sale any land or
interests in land, except as listed in OAR 141-067-0190 (3) of these rules, the Division
will notify the Department of Administrative Services (DAS) as required by OAR 125-
045. DAS wil] then notify other state agencies and political subdivisions.

(2} Prior approval from DAS is necessary for the sale of land when the sale is for less
than the appraised value of the land or interest in land.

(3) The Division will seek certification of these rules (OAR 141-067) as permitted by
OAR 125-045-0195.



Stat. Auth.: OAR 141-167-0005 — OAR 141-067-0120, OAR 125-045, ORS 270.005 -
ORS 270.190, ORS 273.045, ORS 273.245 — ORS 273.247, ORS 273.251 - ORS
273.311, ORS 273.316 — ORS 273.321, ORS 273.413 — ORS 273.456, ORS 274.040,
ORS 274.905 — ORS 274.940, ORS 274.960 - ORS 274.985

Stats. Implemented: OAR 141-167-0005 — OAR 141-067-0120, OAR 125-045, ORS
270.005 — ORS 270.190, ORS 273.045, ORS 273.245 — ORS 273.247, ORS 273.251 -
ORS 273.311, ORS 273.316 — ORS 273.321, ORS 273.413 — ORS 273.456, ORS
274.040, ORS 274.905 — ORS 274.940, ORS 274.960 — ORS 274.985

Hist.: DSL 2-2002, f. 4-12-02, cert. ef. 7-1-02

141-067-0200
Sale of Submerged and Submersible New Lands

(1) New lands will be sold only on a case-by-case basis upon a thorough review of each
application and only after the State Land Board determines that the public mterest or
public trust values of the new lands need not be preserved. These rules do not apply to
submerged, submersible or new lands fronting upon the Pacific Ocean.

(2) Any public body or person, as defined in these rules and who is eligible to do so, with
rights (as described in OAR 141-067-0200(9) and (11) of these rules) to purchase new
lands shall submit an application on a form provided by the Division. An applicant
applying to purchase submersible land will be required to acknowledge the character of
the land being applied for and the title of the Division in the land; and to waive all claims
against the Division for the return of the purchase price in the event that all or any part of
the land are determined to not belong to the Division. A non-refundable application fee in
the amount shown in OAR 141-067-0280 shall be included with the application.
Incomplete applications or those from ineligible applicants shall be returned.

(3) Following receipt of a complete and eligible application, the Division shall:
(a) Notify the applicant of the status of the application;

(b) Complete a resources review including an analysis of the public trust values of the
new land parcel and immediate proximity;

(c) Complete the applicable elements of the public interest review including notifying
DAS in accordance with OAR 141-067-0190; and

(d) Complete the market value analysis and establish a preliminary estimate of the
purchase price.

(4) Following notice of the commencement of processing of the application by the
Division, the applicant shall have prepared, at the applicant's expense, a survey of the
land area included in the application. A registered land surveyor must complete the
survey. The Division must give written approval of the surveyor prior to the start of the
survey work. The survey must connect and conform to adjacent surveys acceptable to the



Drvision, so far as practicable. The survey and map submitted by the applicant's surveyor
to the Division must be notarized.

(5) The Division shall report to the State Land Board the results of the analysis of OAR
141-067-0200(3) and make a recommendation on whether or not to sell, lease or
otherwise retain the new lands. The Division shall not proceed to dispose of the new land
without the approval of the State Land Board. The Division shall notify the applicant and
all interested parties of the Land Board meeting.

(6) Whenever an agency of the United States, while engaged in the promotion of
navigation, creates new land and the adjoining or opposite upland or riparian land on the
same side of the body of water is owned by a public body, the public body has the right to
purchase the new lands as provided in OAR 141-067-0200 of these rules.

(7) The public body shall pay compensation to the Division for the new lands. The
compensation shall be a sum equal to the difference between the market value of the
subject parcel, consisting of the new lands and adjoining or opposite upland on the same
side of the body of water, and the market value of the adjoining or opposite upland before
the creation of the new land plus the administrative fee as required in OAR 141-067-0280
of these rules. The payment shall be made within one calendar year after notice by the
Division of the creation of the new land. If the public body fails to make payment
following the notice, the Division may dispose of the new land in accordance with these
rules.

(8) If the public body and the Division fail to agree on the market value of the new land
as determined in OAR 141-067-0200(7), the market value shall be determined by three
(3) appraisers, one appointed by the public body, one by the Division, and the third by the
first two appraisers. The determination of the three appraisers shall be final. The cost of
the third appraiser shall be borne equally by the Division and the public body.

(9) In cases as in OAR 141-067-0200(2) where the new land and the adjoining or
opposite upland or riparian land on the same side of the water body is owned by a person
other than a public body, as defined in these rules, the person has the right to purchase the
new lands in same manner as OAR 141-067-0200(7) and (8), except the person shall have
six (6) calendar months to make payment after which the Division may dispose of the
new land in accordance with these rules.

(10) In the event that a public body creates new land, the public body shall pay the
Division the market value of the submerged and submersible land within one (1) calendar
year of the notice by the Division of the creation of the new land. If the public body fails
to make the payment within the time allowed the Division may dispose of the new land in
accordance with these rules. Any disputes over the market value between the Division
and the public body shall be resolved in the same manner as described in OAR 141-067-
0200(8).

(11) When the new land is created by a person other than a public body or federal agency
engaged in promoting navigation, such person has the right to purchase the new land. The



purchase price shall be the market value of the pre-filled submerged and submersible land
and a reasonable portion of the private benefit realized from the creation of the new land
as an addition to the adjoining or opposite upland in front of the new land that has been
created. The person shall pay the appropriate administrative fee as required in OAR 141-
067-0280. If the person in this subsection fails to make payment within six (6) calendar
months of the Division's notice, the Division may dispose of the new land in accordance
with OAR 141-067-0220 of these rules.

(12) The Division will not convey any rights to minerals, oil, gas or sulfur on new lands.

Stat. Auth.: OAR 141-167-0005 — OAR 141-067-0120, OAR 125-045, ORS 270.005 —
ORS 270.190, ORS 273.045, ORS 273.245 — ORS 273.247, ORS 273.251 - ORS
273.311, O0RS 273.316 — ORS 273.321, ORS 273.413 — ORS 273.456, ORS 274.040,
ORS 274.905 — ORS 274.940, ORS 274.960 — ORS 274.985

Stats. Implemented: OAR 141-167-0005 — OAR 141-067-0120, OAR 125-045, ORS
270.005 — ORS 270.190, ORS 273.045, ORS 273.245 - ORS 273.247, ORS 273.251 —
ORS 273.311, ORS 273.316 — ORS 273.321, ORS 273.413 — ORS 273.456, ORS
274.040, ORS 274.905 — ORS 274.940, ORS 274.960 — ORS 274.985

Hist.: DSL 2-2002, f. 4-12-02, cert. ef. 7-1-02

141-067-0210
Sale of Historically Filled Lands

(1) Historically Filled lands will be sold only on a case-by-case basis upon a thorough
review of each application and only after the State Land Board determines that the public
interest or public trust values of these lands need not be preserved. These rules do not
apply to submerged, submersible or historically filled lands fronting upon the Pacific
Ocean.

(2) In the event that the Division decides to sell historically filled lands, it may negotiate a
sale price based upon the fair market value of the land discounted, when necessary and
appropriate, to reflect the relative strength of the state's claim. The State Land Board must
approve any sale made under OAR 141-067-0210.

(3) Any public body or person, as defined in these rules and who is eligible to do so, to
purchase historically filled lands shall submit an application on a form provided by the
Division. An applicant applying to purchase historically filled land will be required to
acknowledge the character of the land being applied for and the title of the Division in the
land; and to waive all claims against the Division for the return of the purchase price in
the event that all or any part of the land are determined to not belong to the Division. A
non-refundable application fee in the amount shown in OAR 141-067-0280 shall be
inchuded with the application. Incomplete applications or those from ineligible applicants
shall be returned.

(4) Following receipt of a complete and eligible application, the Division shall:

(a) Notify the applicant of the status of the application;



(b) Complete a resources review including an analysis of the public trust values of the
parcel and immediate proximity;

(c) Complete the applicable elements of the public interest review including notifying
DAS in accordance with OAR 141-067-0190; and

(d) Complete the market value analysis and establish a preliminary estimate of the
purchase price.

(5) Following notice of the commencement of processing of the application by the
Division, the applicant shall have prepared, at the applicant's expense, a survey of the
land area included in the application. A registered land surveyor must complete the
survey. The Division must give written approval of the surveyor prior to the start of the
survey work. The survey must connect and conform to adjacent surveys acceptable to the
Division, so far as practicable. The survey and map submitted by the applicant's surveyor
to the Division must be notarized.

(6) The Division shall report to the State Land Board the results of the analysis of OAR
141-067-0210(4) and make a recommendation on whether or not to sell, lease or
otherwise retain the new lands. The Division shall not proceed to dispose of the
historically filled land without the approval of the State Land Board. The Division shall
notify the applicant and all interested parties of the Land Board meeting where the
transaction is to be discussed.

Stat. Auth.: OAR 141-167-0005 — OAR 141-067-0120, OAR 125-045, ORS 270.005 —
ORS 270.190, ORS 273.045, ORS 273.245 - ORS 273.247, ORS 273.251 - ORS
273.311, ORS 273.316 — ORS 273.321, ORS 273.413 — ORS 273.456, ORS 274.040,
ORS 274.905 — ORS 274.940, ORS 274.960 — ORS 274.985

Stats. Implemented: OAR 141-167-0005 — OAR 141-067-0120, OAR 125-045, ORS
270.005 - ORS 270.190, ORS 273.045, ORS 273.245 — ORS 273.247, ORS 273.251 -
ORS 273.311, ORS 273.316 — ORS 273.321, ORS 273.413 - ORS 273.456, ORS
274,040, ORS 274.905 — ORS 274.940, ORS 274.960 - ORS 274.985

Hist.: DSL 2-2002, f. 4-12-02, cert. ef. 7-1-02

141-067-0220
General Procedures for Land Sales (Except OAR 141-067-0200 and 0210)

(1) The Division may sell any lands or interests in lands, in order to meet objectives of
the Asset Management Plan and the policies of these rules (OAR 141-067-0140). The
general procedures described in OAR 141-067-0220 of these rules apply to the sale of all
Trust and Non-Trust lands classified as rangelands, agricultural lands, forestlands,
industrial/commercial/residential lands, mineral lands or special interest lands except as
described in OAR 141-067-0200 and 0210. Refer to OAR 141-067-0230 for additional
requirements for the sale of rangelands.

(2} Any person, as defined in these rules and who is eligible to do so as described in OAR
141-067-0160, may submit an application to purchase state land. All applications to



purchase state land must be submitted on a form prescribed by the Division and contain a
correct and precise description of the parcel(s) included in the land sale proposal. A
boundary survey of the parcel(s) to be acquired may be required. The appropriate non-
refundable application fee (as required in OAR 141-067-0280) must be submitted with
the application in order to be considered a complete application. Incomplete applications
or those received from ineligible applicants will be returned and the application fee
refunded.

(3) Upon receipt of the application, and in order to determine the disposition of the land
sale proposal, the Division shall initiate a preliminary review of the land sale application,
including but not limited to:

() A determination if the parcel(s)/lot(s) described in the land sale application are legal
lots as described in ORS 92;

(b) A determination, based on a preliminary title report conducted by the Division or its
agent, of the Division's rights and interests in the land or interests in land described in the
land sale application; and

(c) A determination that the proposal is consistent with the policies set forth in OAR 141-
067-0140 of these rules.

(4) The Division shall notify, by registered or certified mail, the applicant and the lessee
if applicable, of receipt of the land sale application. Within not more than sixty (60)
calendar days of receipt of the sale application, the Director shall, based on the
determinations as described in OAR 141-067-0220(3) of these rules:

{a) Reject the application;

(b) Accept the application for further processing, including but not limited to, the public
interest review; or

(c) Request more information and later determine the merit of the application based on
the information submitted. A rejected application shall be returned to the applicant with
the rcasons for its rejection clearly stated. An additional non-refundable application fee
shall not be required for an application that is resubmitted within one hundred twenty
(120) calendar days of its rejection.

(5) The Davision reserves the right to prioritize the processing of land sales proposals
according to the avatfability of funds, staffing and income potential. The Division may
group together similar land sale applications for more efficient processing and to attract
more buyer interest. The willingness of applicants or other interested parties to pay for or
share in the cost of appraisals, surveys, advertising or other expenses may be a factor in
the Division's prioritization of land sales proposals.

(6) Following initial acceptance of the land sale proposal, as described above in QAR
141-067-0220(4) of these rules, the Division shall determine if the land or interests in



land should be classified as "available for sale," based upon but not limited to, the results
of the following:

(a) A natural, recreational and cultural resource review (as described in QAR 141-067-
0150(30) of these rules) and/or economic analysis (as described in OAR 141-067-
0150(15) of these rules) of the lands involved in the land sale proposal;

(b) The DAS notice process as described in OAR 141-067-0190 of these rules; and

(c) The applicable elements of the public interest review process as described in OAR
141-067-0180 of these rules.

(7) The Director shall determine, based on the results of the resources review, economic
analysis, DAS notice process, public interest review and county government comment to;

(a) Classify as "available for sale" the land parcel(s) under consideration; or

(b) Not classify the lands as "available for sale." In the event the decision is to not classify
the lands as "available for sale” the Division will terminate further processing of the land
sale proposal. As soon as possible after the Director's determination, the Division shall
notify the applicant and, if applicable, the lessee (by registered or certified mail) of the
decision of the Director.

(8) Once the lands are classified as "available for sale":

(a) The Director shall determine the method of sale as described in OAR 141-067-0270 of
these rules and notify the State Land Board;

(b) The Division or its agent shall take such action as is necessary to prepare a legal
lot/parcel as described in ORS 92 or to otherwise prepare the land for sale by notifying
the lessee or exercising the Division's authorities under any applicable lease contract
provisions;

(¢) The Division or its agent shall complete a land appraisal in accordance with the
provisions of OAR 141-067-0310 of these rules; and

(d) The Division shall determine its estimate of land value (called the Division Estimate
of Value) and submit it to the State Land Board for final approval as the minimum bid,
reserve price or final purchase price, as applicable, depending on the approved method of
sale. Any additional costs or sale terms and conditions, if known, shall also be reported to
the State Land Board.

(9) The Division shall conduct the sale in accordance with the method of sale established
by the Director in OAR 141-067-0270 of these rules and approved by the State Land
Board.

(10) The Division shall give public notice of the proposed land sale by publication in a
local newspaper of general circulation within the county where the proposed land sale is
located and on the Division's website for at least one (1) day per week for at least three



(3) consecutive weeks. The Division shall notify all landowners and lessees of land
adjacent to the land being offered for sale of the sales procedure and all pertinent
information concerning the proposed land sale.

(11) In the event the land sale is conducted by oral auction or sealed bid, the Division will
accept the deposit of the apparent successful purchaser and return the deposits of all other
auction participants. The Division will issue an earnest money agreement with the
apparent successful purchaser to validate receipt of the deposit.

(12) All sales of land or interests in land are subject to final approval of the State Land
Board. The Division may, at any time prior to the State Land Board's final approval,
withdraw from the sale process any or all of the lands subject to the land sale. If lands are
withdrawn from sale under these rules, any monetary deposit on the land is to be refunded
to the owner.

(13) The successful purchaser shall enter into a sales agreement with the Division within
thirty (30) calendar days of the State Land Board's final approval of the sale transaction.

(14) The Division shall issue a deed to the purchaser, as allowed in OAR 141-067-0250,
as soon as all the terms and conditions of the sales agreement have been met. The failure
of the purchaser to fulfill the sales agreement will void the sales.

Stat. Auth.: OAR 141-167-0005 — OAR 141-067-0120, OAR 125-045, ORS 270.005 -
ORS 270.190, ORS 273.045, ORS 273.245 — ORS 273.247, ORS 273.251 — ORS
273.311, ORS 273.316 — ORS 273.321, ORS 273.413 — ORS 273.456, ORS 274.040,
ORS 274.905 — ORS 274.940, ORS 274.960 — ORS 274.985

Stats. Implemented: OAR 141-167-0005 — OAR 141-067-0120, OAR 125-045, ORS
270.005 — ORS 270.190, ORS 273.045, ORS 273.245 — ORS 273.247, ORS 273.251 —
ORS 273.311, ORS 273.316 — ORS 273.321, ORS 273.413 — ORS 273.456, ORS
274.040, ORS 274.905 — ORS 274.940, ORS 274.960 — ORS 274.985

Hist.: DSL 2-2002, {. 4-12-02, cert. ef. 7-1-02

141-067-0230
Sale Procedures for Rangelands/Common School Grazing Lands

(1) Once rangeland is classified by the Director as "available for sale" as described in
OAR 141-067-0220, if a lessee has not already done so, a lessee may apply, on a form
prescribed by the Division, to purchase the lands as described in OAR 141-067-0220 of
these rules.

(2) A lessee 1s qualified to purchase rangeland under the provisions of OAR 141-067-
0220 of these rules if the lessee meets all of the following requirements:

(a) The lessee is an individual person;

(b) The lessee is a resident of Oregon;



(c) The lessee owns, in fee simple, land immediately adjacent to the land classified as
"available for sale" (lands are considered to be adjacent if their boundaries are common or
intersect at a common point); and

(A) The lessee is in "good standing" with all lease terms and conditions; or
(B) The lease affords the lessee an opportunity to purchase the leasehold.

(3) Based on the lessee's representation of eligibility as shown on the application form,
the Director shall certify that the lessee is qualified to purchase rangeland under OAR
141-067-0230(2) of these rules. The Division shall promptly notify the lessee of the
Director's decision by registered or certified mail. The Director shall advise the lessee of
deficiencies in the event the lessee is not certified as eligible in the land sale process as
described in OAR 141-067-0230(2) of these rules.

(4) If a qualified eligible lessee does not respond to the Division's notice as described in
OAR 141-067-0220(4) within ninety (90) calendar days of the sending date of the
registered or certified mail notice, then the lessee shall be ineligible to participate in the
land sale process described in OAR 141-067-0270(2)(d).

Stat. Auth.; OAR 141-167-0005 — OAR 141-067-0120, OAR 125-045, ORS 270.005 —
ORS 270.190, ORS 273.045, ORS 273.245 — ORS 273.247, ORS 273.251 — ORS
273.311, ORS 273.316 — ORS 273.321, ORS 273.413 — ORS 273.456, ORS 274.040,
ORS 274.905 — ORS 274.940, ORS 274.960 — ORS 274.985

Stats. Implemented: QAR 141-167-0005 — OAR 141-067-0120, OAR 125-045, ORS
270.005 — ORS 270.190, ORS 273.045, ORS 273.245 — ORS 273.247, ORS 273.251 —
ORS 273.311, ORS 273.316 — ORS 273.321, ORS 273.413 — ORS 273.456, ORS
274.040, ORS 274.905 — ORS 274.940, ORS 274.960 — ORS 274.985

Hist.; DSL 2-2002, f. 4-12-02, cert. ef, 7-1-02 '

141-067-0240
Final Land Sale Terms and Conditions; Closing

(1} The Director, subject to the approval of the State Land Board, shall determine the
final terms and conditions of all sales or exchange of land or interest in land. The Oregon
Department of Justice, if required by Jaw, shall review and approve the final terms and
conditions of the sale or exchange.

(2) At the discretion of the Division, and after consultation with the purchaser/land
exchange partner, the final closing of the transaction in accordance with the sale
agreement or pre-exchange agreement, as applicable, may be conducted by a title and
escrow firm licensed to do business in Oregon. The Division shall issue the closing
instructions to the closing agent. Payment of closing costs and fees is discretionary for the
Division and subject to negotiation between the interested parties

Stat. Auth.: OAR 141-167-0005 — OAR 141-067-0120, OAR 125-045, ORS 270.005 —
ORS 270.190, ORS 273.045, ORS 273.245 — ORS 273.247, ORS 273.251 - ORS



273.311, ORS 273.316 — ORS 273.321, ORS 273.413 — ORS 273.456, ORS 274.040,
ORS 274.905 — ORS 274.940, ORS 274.960 — ORS 274.985

Stats. Implemented: OAR 141-167-0005 — OAR 141-067-0120, OAR 125-045, ORS
270.005 - ORS 270.190, ORS 273.045, ORS 273.245 - ORS 273.247, ORS 273.251 -
ORS 273.311, ORS 273.316 — ORS 273.321, ORS 273.413 — ORS 273.456, ORS
274.040, ORS 274.905 — ORS 274.940, ORS 274.960 — ORS 274.985

Hist.: DSL 2-2002, f. 4-12-02, cert. ef. 7-1-02

141-067-0250
Type of Deed; Issuance of Deed; Certificates of Sale; Assignments; Recording

(1) Depending on the type of transaction, the Division shall offer the type of deed (for
example: quitclaim deed or bargain and sale deed) that is the most legally defensible and
best represents the known rights and interests held by the State Land Board in the land or
interest in land being conveyed in the transaction.

(2) When the land sale process has been completed, including the payment of the
purchase price or terms of the sale agreement have been fulfilled, the Director shall
execute and deliver to the purchaser a deed in a manner and form prescribed by these
rules and conveying all rights, title and interests in the land that the State Land Board has
represented.

(3) All acts and decisions of the Division as to the legal title and the right of any person to
a land sale agreement or deed from the Division are final.

(4) When a purchaser of land (other than rangeland) desires to make payments in
mstallments as described in OAR 141-067-0290 of these rules, the Division shall, upon
receipt of one-fifth or twenty percent (20%) of the purchase price of the land, deliver to
the purchaser a certificate that the purchaser has contracted to purchase the land. Upon
performance under the contract or payment of three-fifths or sixty percent (60%) of the
purchase price and the receipt and documentation of a note or loan, and upon surrender of
the certificate of sale, the purchaser, or their heirs or assigns of the purchaser, shall be
1ssued a deed for the property by the Division.

(5) When a purchaser of Rangeland desires to make payments in installments as described
in OAR 141-067-0290 of these rules, the Division shall upon receipt of all installments
payments and any other fees, deliver to the purchaser or the heirs or assigns of the
purchaser a bargain and sale deed for the purchased lands.

(6) All assignments of certificates of sale shall be executed and acknowledged in the
same manner as a deed to land or real property. All requests for assignment of certificates
shall be in writing. Written consent of the Division is required. The Division shall issue
the deed to the assignee upon full payment of the purchase price or the remaining balance
of the land sale contract, and receipt of the certificate of sale.

(7) The Division will record, in the appropriate county office, any and all deeds it receives
as a result of a land exchange. The land purchaser or the land exchange partner shall be



responsible for recording with the appropriate county records office any and all deeds it
receives from the Division.

Stat. Auth.: QAR 141-167-0005 — OAR 141-067-0120, OAR 125-045, ORS 270.005 —
ORS 270.190, ORS 273.045, ORS 273.245 — ORS 273.247, ORS 273.251 - ORS
273.311, ORS 273.316 — ORS 273.321, ORS 273.413 — ORS 273.456, ORS 274.040,
ORS 274.905 — ORS 274.940, ORS 274.960 — ORS 274.985

Stats. Implemented: OAR 141-167-0005 - OAR 141-067-0120, OAR 125-045, ORS
270.005 — ORS 270.190, ORS 273.045, ORS 273.245 - ORS 273.247, ORS 273.251 -
ORS 273.311, ORS 273.316 -~ ORS 273.321, ORS 273.413 — ORS 273.456, ORS
274.040, ORS 274.905 — ORS 274.940, ORS 274.960 — ORS 274.985

Hist.: DSL 2-2002, f. 4-12-02, cert. ef. 7-1-02

141-067-0260

Disposition of Funds Received for Trust Land Sales and Funds from Trust Land
Exchanges

The proceeds of any Trust land sale or from land exchange equalization payments for
Trust lands shall be deposited in the land revolving fund of the Commeon School IFund as
established in ORS 273.413, unless directed otherwise by the Director.

Stat. Auth.: OAR 141-167-0005 — OAR 141-067-0120, OAR 125-045, ORS 270.005 -
ORS 270.190, ORS 273.045, ORS 273.245 — ORS 273.247, ORS 273.251 — ORS
273311, ORS 273.316 — ORS 273.321, ORS 273.413 — ORS 273.456, ORS 274.040,
ORS 274.905 — ORS 274.940, ORS 274.960 — ORS 274.985

Stats. Implemented: OAR 141-167-0005 - OAR 141-067-0120, OAR 125-045, ORS
270.005 - ORS 270.190, ORS 273.045, ORS 273.245 — ORS 273.247, ORS 273.251 -
ORS 273.311, ORS 273.316 — ORS 273.321, ORS 273.413 — ORS 273.456, ORS
274.040, ORS 274.905 — ORS 274.940, ORS 274.960 — ORS 274.985

Hist.: DSL 2-2002, {. 4-12-02, cert. ef. 7-1-02

141-067-0270
Methods for Conducting Land Sales

(1) The Director shall establish the appropriate method for conducting a land sale based
upon the policies described in OAR 141-067-0140 and as set forth in these rules.

(2) The following methods shall be used:

(a) Direct sale at Division-estimated value. This method is generally reserved for the sale
of: new lands, as directed in OAR 141-067-0200 of these rules and ORS 274.925,
274.929,274.932, 274.937; historically filled lands as described in OAR 141-067-0210 of
these rules; and certain Trust and Non-Trust land transactions involving agencies of the
federal government with powers of eminent domain.



(b) Direct sale at Division-estimated value with reversionary rights, existing leases or
other reserved interests, limitations and encumbrances. This method 1s reserved
principally for land sales to state agencies and political subdivisions and is aimed at
assuring that the land, once transferred, will continue to be used for public purposes.

(c) Direct sale, as provided by ORS 270.010(2), to: a qualified lessee, or if not applicable,
to an adjacent landowner at a sale price based on a Division-estimated value. This method
is reserved for Non-Trust lands.

(d) Sale to the highest bidder via oral or sealed bid auction or combination thereof;
minimum bid or reserve price approved by the State Land Board based on Division-
estimate of value. This method is reserved for all classes of Trust and Non-Trust land
except as otherwise described in these rules.

(e) Sale to the highest bidder via oral or sealed bid auction with an eligible lessee having
the right to bid last to exceed the final high bid; minimum bid or reserve price approved
by the State Land Board based on Division-estimate of value. This method is reserved for
qualified rangeland lessees as described in OAR 141-067-0230 or for those lessees with
lease contract terms and conditions that clearly and explicitly provide this opportunity.

() Negotiated sale. This method allows for the Division to negotiate or bargain for the
highest sale price possible from among interested parties. This method is reserved for rare
circumstances when other sale methods have failed to elicit sufficient buyer interest to
stimulate a sale (for example: a land parcel totally enclosed within the ownership of a
single private party and no public access is available to the property) and a sale of the
land 1s deemed to be in accordance with the policies set forth in OAR 141-067-0140 of
these rules.

(3) The Division reserves the right, but not the obligation, to offer all property to lessees,
followed by adjacent landowners and others as required by ORS 270.010(2) when the
Director determines that doing so will provide the greatest benefit for the people of the
state and not conflict with the Division's constitutional and statutory obligations.

(4) Prior to commencing the land sale process, the Director shall report to the State Land
Board the land sale method chosen for each sale and the reasons supporting the choice of
sale method. The State LLand Board shall approve the land sale method.

(5) In the event the sale method selected involves an auction, the Division shall establish
the sale procedures to be followed including, but not limited to: the form and schedule for
sealed bid submittals; the amount of deposit required; the time and location of the bid
openings and/or oral auction; the minimum bid or reserve price; preliminary terms and
conditions of sale; payment options and any additional costs to be borne by the successful
purchaser. The Division shall fully disclose these procedures and all other pertinent
information to the public as well as give ample advance public notice of the auction.

Stat. Auth.: OAR 141-167-0005 — OAR 141-067-0120, OAR 125-045, ORS 270.005 —
ORS 270.190, ORS 273.045, ORS 273.245 — ORS 273.247, ORS 273.251 — ORS
273.311, ORS 273.316 — ORS 273.321, ORS 273.413 - ORS 273.456, ORS 274.040,



ORS 274.905 -~ ORS 274.940, ORS 274.960 — ORS 274.985

Stats. Implemented: OAR 141-167-0005 — OAR 141-067-0120, OAR 125-045, ORS
270.005 — ORS 270.190, ORS 273.045, ORS 273.245 - ORS 273.247, ORS 273.251 -
ORS 273.311, ORS 273.316 — ORS 273.321, ORS 273.413 - ORS 273.456, ORS
274.040, ORS 274.905 — ORS 274,940, ORS 274.960 — ORS 274.985

Hist.; DSL 2-2002, f. 4-12-02, cert. ef. 7-1-02

141-067-0280

Application Fees

(1) The application fee for all land sales or land exchanges, except new lands, historically
filled lands and formerly submerged and submersible land, is two hundred and fifty
dollars ($250) per application. A single application may include multiple land parcels;
however, the Director may determine if additional application fees are necessary.

(2) The application fee for land sales involving new lands, historically filled lands and
formerly submerged and submersible lands is five hundred dollars ($500) per application.

(3) All application fees are non-refundable except as noted in these rules.

Stat. Auth.; OAR 141-167-0005 — OAR 141-067-0120, OAR 125-045, ORS 270.005 - -
ORS 270.190, ORS 273.045, ORS 273.245 — ORS 273.247, ORS 273.251 — ORS
273.311, ORS 273.316 - ORS 273.321, ORS 273.413 — ORS 273.456, ORS 274.040,
ORS 274,905 — ORS 274.940, ORS 274.960 — ORS 274,985

Stats. Implemented: OAR 141-167-0005 — QAR 141-067-0120, OAR 125-045, ORS
270.005 — ORS 270.190, ORS 273.045, ORS 273.245 - ORS 273.247, ORS 273.251 ~
ORS 273.311, ORS 273.316 — ORS 273.321, ORS 273.413 — ORS 273.456, ORS
274.040, ORS 274.905 — ORS 274.940, ORS 274.960 — ORS 274,985

Hist.: DSL 2-2002, f. 4-12-02, cert. ef. 7-1-02

141-067-0290
Payments for Land Purchases; Payments for Land Exchanges; Contracts; Default

(1) The purchaser of land sales approved by the State Land Board shall pay, in full, the
purchase price of the land or interest in land sold to the purchaser in accordance with the
terms and conditions of the sale agreement.

(2) A land exchange partner shall pay, in full, any payment required as a part of a State
Land Board-approved Jand exchange in accordance with the terms and conditions of the
deed or binding land exchange agreement.

{(3) Any purchaser may enter mnto a land sale contract with the Division for a period not
exceeding five (5) calendar years beginning from the date of issuance of the certificate of
sale. The payment schedule and the interest rate to be charged on the deferred payments
shall be established by the Division and shall be based on the prime rate plus two percent
(2%).



(4) Any purchaser of rangeland deemed eligible under OAR 141-067-0230 may pay at
least ten percent (10%) of the purchase price at the time of purchase, and may then enter
into a ten (10) year land sale contract with the Division to pay the remainder in ten (10)
equal annual installments with the interest rate fixed by the Division in accord with ORS
327.425.

(5) If any installment payment, including principal or interest, remains unpaid for one (1)
year after the payment is due, the sale contract shall be canceled by the Division; all
payments forfeited; and the land considered available for sale or lease as if it had not been
previously contracted to be sold.

Stat. Auth.: OAR 141-167-0005 — OAR 141-067-0120, OAR 125-045, ORS 270.005 -
ORS 270.190, ORS 273.045, ORS 273.245 - ORS 273.247, ORS 273.251 — ORS
273.311, ORS 273.316 — ORS 273.321, ORS 273.413 — ORS 273.456, ORS 274.040,
ORS 274.905 — ORS 274.940, ORS 274.960 - ORS 274.985

Stats. Implemented: OAR 141-167-0005 — OAR 141-067-0120, OAR 125-045, ORS
270.005 — ORS 270.190, ORS 273.045, ORS 273.245 — ORS 273.247, ORS 273.251 -
ORS 273.311, ORS 273.316 — ORS 273.321, ORS 273.413 — ORS 273.456, ORS
274.040, ORS 274.905 — ORS 274.940, ORS 274.960 — ORS 274.985

Hist.: DSL 2-2002, f. 4-12-02, cert. ef. 7-1-02

141-067-0300

Procedures for Resolving Claims to Formerly Submerged or Submersible Land
(does not apply to lands described in OAR 141-067-0200 or 0210)

(1) The State Land Board authorizes the Division to issue quitclaim deeds to resolve a
cloud of ownership over formerly submerged and submersible land. Such lands may be
disposed of only after the Division has completed a thorough and complete review of the
facts and determined the extent, if any, of the state's ownership interest in the disputed
land parcel. Such disputed lands may be, but are not limited to, parcels that once were
submerged and/or submersible land but due to accretion or avulsion are no longer
connected to or a part of a state-owned navigable waterway. In some cases, the Division
may have relinquished its ownership interest long ago but the local government continues
to carry it on the tax rolls as state-owned.

(2) In exchange for a quitclaim deed to disputed parcels of formerly submerged and
submersible lands, the Division shall, where feasible and in the best interests of the public
to do so, require the quitclaim grantee to issue a similar quitclaim to the Division for the
existing submerged and submersible land fronting and abutting the grantee's land on the
waterway as it exists at the time of the transaction.

(3) The Division shall notify the Department of Administrative Services prior to
completing any transaction authorized by OAR 141-067-0300.

Stat. Auth.: OAR 141-167-0005 — OAR 141-067-0120, OAR 125-045, ORS 270.005 -
ORS 270.190, ORS 273.045, ORS 273.245 — ORS 273.247, ORS 273.251 — ORS
273.311, ORS 273.316 - ORS 273.321, ORS 273.413 — ORS 273.456, ORS 274.040,



ORS 274.905 — ORS 274.940, ORS 274.960 — ORS 274.985

Stats. Implemented: OAR 141-167-0005 -- OAR 141-067-0120, OAR 125-045, ORS
270.005 — ORS 270.190, ORS 273.045, ORS 273.245 — ORS 273.247, ORS 273.251 —
ORS 273.311, ORS 273.316 - ORS 273.321, ORS 273.413 - ORS 273.456, ORS
274.040, ORS 274.905 — ORS 274.940, ORS 274.960 - ORS 274.985

Hist.: DSL 2-2002, f. 4-12-02, cert. ef. 7-1-02

141-067-0310
General Requirements for Appraisals

Appraisals conducted either for land sales, purchases or exchanges shall comply with the
requirements set forth as follows:

(1) Be conducted in accordance with the most current Uniform Appraisal Standards for
Federal Land Acquisitions if required;

(2) Be conducted by a State of Oregon-licensed appraiser who is deemed by the Division
and all involved parties to be competent, reputable, and impartial and has the training and
experience in appraising property similar to the property involved in the appraisal
assignment.

(3) Unless directed otherwise by the Division and involved parties, the appraisal shall
estimate the fair market value of the property subject to appraisal based on its highest and
best use, taking into account the contributory value of any and all interest in lands such as
water rights, minerals, or timber to the extent that such interests are consistent with the
highest and best use of the property.

(4) The appraisal report shall include sufficient description of the property, highest and
best use analysis, valuation methodology and support materials to fully document and
justify the estimate of fair market value.

Stat. Auth.: OAR 141-167-0005 — OAR 141-067-0120, OAR 125-045, ORS 270.005 —
ORS 270.190, ORS 273.045, ORS 273.245 — ORS 273.247, ORS 273.251 — ORS
273311, ORS 273.316 — ORS 273.321, ORS 273.413 — ORS 273.456, ORS 274.040,
ORS 274.905 — ORS 274.940, ORS 274.960 — ORS 274.985

Stats. Implemented: OAR 141-167-0005 — OAR 141-067-0120, OAR 125-045, ORS
270.005 — ORS 270.190, ORS 273.045, ORS 273.245 - ORS 273.247, ORS 273.251 —
ORS 273.311, ORS 273.316 — ORS 273.321, ORS 273.413 — ORS 273.456, ORS
274.040, ORS 274.905 — ORS 274.940, ORS 274.960 — QRS 274.985

Hist.: DSL 2-2002, f. 4-12-02, cert. ef. 7-1-02



141-067-0320
Procedures for Evaluating Mineral Potential

(1) When subsurface mineral interests are to be included in a proposed land sale or land
exchange the Division or its agent shall conduct a thorough investigation of the mineral
potential of the parcels in order to determine if any mineral potential exists.

(2} The Department of Geology and Mineral Industries may conduct the mineral potential
analysis for the Division.

(3) For proposed land exchanges, the mineral potential of both the land exchange
partner’s land and the Division's land are to be evaluated.

(4) When the Division deems it necessary an actual mineral appraisal may be required for
a land exchange or land sale.

Stat. Auth.: OAR 141-167-0005 - OAR 141-067-0120, OAR 125-045, ORS 270.005 —
ORS 270.190, ORS 273.045, ORS 273.245 — ORS 273.247, ORS 273.251 - ORS
273.311, ORS 273.316 — ORS 273.321, ORS 273.413 — ORS 273.456, ORS 274.040,
ORS 274.905 — ORS 274.940, ORS 274,960 — ORS 274,985

Stats. Implemented: OAR 141-167-0005 -~ OAR 141-067-0120, OAR 125-045, ORS
270.005 — ORS 270.190, ORS 273.045, ORS 273.245 — ORS 273.247, ORS 273.251 —
ORS 273311, ORS 273.316 — ORS 273.321, ORS 273.413 — ORS 273.456, ORS
274.040, ORS 274.905 — ORS 274.940, ORS 274.960 — ORS 274.985

Hist.: DSL 2-2002, f. 4-12-02, cert. ef. 7-1-02

141-067-0330
Procedures for Land Purchases including Donations

(1) Except for the purchase of Trust lands, the Division shall adhere to the requirements
and procedures described in the Department of Administrative Service's rules for the
Disposition and Acquisition of Real Property Interests (OAR 125-045),

(2) Lands to be acquired for addition to the South Slough National Estuarine Research
Reserve shall be approved by the South Slough Commission and the State Land Board.

(3) Lands to be acquired by the Division through either purchase or donation shall be
approved in advance by the State Land Board and shall be consistent with the policies set
forth in the Asset Management Plan and OAR 141-067-0140 of these rules.

(4) In acquiring land by purchase, the Division shall pay an amount equal to the price a
prudent purchaser would pay under similar circumstances.

Stat. Auth.: OAR 141-167-0005 — OAR 141-067-0120, QAR 125-045, ORS 270.005 —
ORS 270.190, ORS 273.045, ORS 273.245 — ORS 273.247, ORS 273.251 — ORS
273.311, ORS 273.316 — ORS 273.321, ORS 273.413 — ORS 273.456, ORS 274.040,
ORS 274.905 — ORS 274.940, ORS 274.960 — ORS 274.985



Stats. Implemented: OAR 141-167-0005 — OAR 141-067-0120, OAR 125-045, ORS
270.005 — ORS 270.190, ORS 273.045, ORS 273.245 — ORS 273.247, ORS 273.251 -
ORS 273.311, ORS 273.316 — ORS 273.321, ORS 273.413 - ORS 273.456, ORS
274.040, ORS 274.905 — ORS 274.940, ORS 274.960 — ORS 274.985

Hist.: DSL 2-2002, . 4-12-02, cert. ef. 7-1-02

141-067-0340

Appeals

A land exchange or land sale applicant or any other person directly affected by a decision
of the Division or the Land Board may request reconsideration of the decision.

(1) The request shall be received by the Director no later than thirty (30) calendar days
after the delivery of the decision.

(2) The Director shall review the request within sixty (60) calendar days after the date of
delivery of the request.

(3) The Director may recommend to the Land Board either that the decision be modified
based on the merits of the request, or that the Land Board authorize initiation of a
contested case proceeding.

(4) There is no opportunity to request reconsideration of a land sale or land exchange
once the transaction has occurred and title has passed from the State of Oregon to the
purchaser or land exchange partner.

(5) If the Director recommends that the Land Board initiate a contested case proceeding,
the Land Board shall select a hearing officer and proceed pursuant to ORS 183.413
through 183.470.

Stat. Auth.: OAR 141-167-0005 — OAR 141-067-0120, OAR 125-045, ORS 270.005 —
ORS 270.190, ORS 273.045, ORS 273.245 - ORS 273.247, ORS 273.251 — ORS
273.311, ORS 273.316 - ORS 273.321, ORS 273.413 —~ ORS 273.456, ORS 274.040,
ORS 274.905 — ORS 274,940, ORS 274.960 — ORS 274.985

Stats. Implemented: OAR 141-167-0005 - OAR 141-067-0120, OAR 125-045, ORS
270.005 — ORS 270.190, ORS 273.045, ORS 273.245 — ORS 273.247, ORS 273.251 -
ORS 273.311, ORS 273.316 — ORS 273.321, ORS 273.413 — ORS 273.456, ORS
274.040, ORS 274.905 — ORS 274.940, ORS 274.960 — ORS 274.985

Hist.: DSL 2-2002, f. 4-12-02, cert. ef. 7-1-02
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