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Land Board Agenda ltem
November 19, 2018

1118-4 Land Banking Parcel: Set the Minimum for Sale

Location: Deer Lodge County
Trust Benefits: Common Schools

Trust Revenue: $149,000

Item Summary

The Department of Natural Resources and Conservation (DNRC) is requesting to set the
minimum bid to sell one parcel totaling approximately 40 acres nominated for sale in Deer
Lodge County. The sale was nominated by the lessee and the parcel is located approximately
12 miles south of Deer Lodge, Montana.

Sale # # of Legal Nominator Trust
Acres
NE4NE4 Common
919 40+ T6N-R10W Sec. 36 Peggy Beck Schools

The land is adjacent to the Galen Tuberculosis Sanitarium, which was established in 1912 and
closed in 1993. The acreage nominated for sale comprised the dairy farm for the sanitarium.
The buildings on the nominated parcel have deteriorated considerably. The primary purpose of
the potential sale of this parcel is to remove the liability to the State of Montana. Due to lack of
funding and ability to maintain the buildings, the DNRC has determined it is in the best interest
of the trustee to sell the land through the land banking process. The buildings will be conveyed
with the land and without the obligation to restore or maintain the buildings. These buildings are
on the State Historic Preservation Office’s register. The department has consulted with the
SHPO and met all requirements of the state Antiquities Act.

The sale parcel has been used primarily for livestock grazing purposes.

The sale parcel is legally accessible by the public. The state will reserve a 40’ wide non-
exclusive road easement for all lawful ingress and egress in the SE corner of the 40-acre parcel.

No potentially negative issues were identified through the MEPA process regarding the sale of
this parcel.

Economic Analysis:

Short-term — The rate of return on the sale parcel is 2.13%. The parcel would continue to
receive this return if it remains in state ownership.

Long-term — The funds from the sale of this parcel would be combined with other sale funds to
purchase replacement lands through the department’s Land Banking
program. Lands purchased are required to have an equal or greater rate of return
than the combined lands that generated the sale funds used for the purchase. To
date, the average annual rate of return on acquisitions has been 2.78% on
acquisitions with income generated from annual lease payments.
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5. CONSOLIDATION OF STATE LAND 1118-5
The proposed land exchange would exchange away an isolated section of trust land
surrounded on three sides by U.S.F.S. lands and the remainder of the lands bordering

the parcel are owned by the Kootenai Development Company formerly known as the

W.R. Grace Vermiculite mine.

The private land proposed to be exchanged to the state is an area of “checkerboard”
State Trust Land and Weyerhaeuser lands. The exchange would consolidate trust lands
ownership.

Five isolated state trust parcels would become one consolidated block of trust lands
totaling 2,945.54 acres.

This land exchange proposal would result in consolidation of state land parcels.
Meets criteria.

6. POTENTIAL FOR LONG-TERM APPRECIATION

The current State Trust Land parcel’s potential for long-term appreciation is unknown
due to its inclusion within the Libby Superfund Site. When the Superfund Site cleanup
is complete, and the Superfund designation is removed there may remain long-term
management restrictions in effect.

The private land to be acquired by the state will provide potential for long term
appreciation with the consolidation of state land, a road system and improved forest land
management.

Meets criteria.

7. ACCESS

The State Trust Land parcel does not have legal road access of record. Legal public
walk-in access is through adjacent Forest Service lands. The trust land parcel’s inclusion
within the Libby Superfund site will continue to preclude public access for the
foreseeable future.

The proposed acquisition parcels are currently private production timber lands with
existing road systems that provide access for trust lands, USFS lands and
Weyerhaeuser lands. Conversion to trust lands from private land would permanently
secure public access rights consistent with General Recreational Use law.

Meets criteria.

AGENCY RECCOMMENDATIONS
The director recommends approval of this exchange due to the opportunity to gain

manageable forest lands outside of the EPA Superfund site while consolidating state
trust lands and increasing public access.
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