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NEW RULE | (36.25.1016) COMPETITIVE BIDDING

(1) Subject to all the provisions of ARM 36.25.1016 through 36.25.1021 and 36.25.1009,
except as provided in (8), the department shall use a process of open competitive bidding to issue a
lease upon a cabinsite upon unleased state lands; or when the cabinsite lessee initiates the
competitive bid process under this rule; or upon renewal of a cabinsite lease.

(2) In consideration of the board's constitutional fiduciary responsibility to prudently attain full
market value and to act in the best financial interests of the affected beneficiary institutiof;the
department may, in its sole discretion, determine the number of cabinsites to be offered for
competitive bidding at a given time in a given area, and the duration of the marketirig period for each
vacant cabinsite to be bid. The department shall determine the timing and duration of the"marketing
of a vacant cabinsite within 180 days from the date the cabinsite becomes va€ant.

(3) When the department solicits offers to lease the premises of a cabiasite through an open
competitive bidding process the initial minimum bid shall be two percents0fvalue ofthe cabinsite
premises as established by the most recent Montana Department of Revenue (DOR) statewide
periodic appraised value.

(a) There shall be no preference right granted to a former‘lessee to meet the high bid.

(b) If no bids are received within 180 days of the board's seliCitation of offers to lease a
cabinsite through open competitive bidding that meet or exceed the"minimum bid set by the board,
the board may reduce the minimum bid incrementally untilka bidjis received.

(4) The asking price for the improvements on the cabinsite lot will be established per ARM
36.25.1005.

(5) If the former lessee and the new lesse@have not reached an agreement to permanently
transfer possession or ownership of the cabinsite lease improvements and cannot agree upon the
value of any improvements affixed to any cabinsite lease premises to be acquired by the new lessee
within 120 days of the department's acceptance’of the new lessee's lease bid, the value of those
improvements to be paid to the former lessee by the new lessee shall be established according to the
standards and procedures set out i/ 7-1-208(4), MCA and ARM 36.25.1005.

(6) Provided that the lessee.is in campliance with the terms and conditions of its lease, and
the department determines it islin the best interests of the affected trust beneficiary to renew the
lease, a lessee whose leasgfis setfor renewal may either:

(a) request to haye thg leaseCompetitively bid as provided in this rule; or

(b) apply to thesdepartment to have the lease renewed for 15 years with terms and conditions,
including the lease fée specified therein, consistent with ARM 36.25.1001 through 36.25.1013.

(7) Where a lessee requests that the lease be competitively bid, that request will result in a
change of the Jéasefee ealculation methodology to that specified in ARM 36.25.1018. The
competitive bidding for an existing cabinsite lease will occur during the period from April 1 through
September 3000f each year. The number of leases available for bid statewide is at the discretion of
the board, but shall be consistent with 77-1-235 and 77-1-236, MCA. The department may use the
following standards to determine how many lease lots are available for bid.

(a)\In any given geographic location a maximum of three lease lots or ten percent of the total
number of fease lots in that geographic location, whichever is greater, may be available for
cempetitive bid when the lessee requests that the lease be competitively bid.

(i) If ten percent of the lease lots in a geographic location is a fractional number, the number
shall be rounded down to the nearest whole number. After applying these criteria, if the requests to
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put lease lots out for bid exceeds ten percent or three of the total number of lots in a geographic
location, whichever is greater, the bid requests will be selected by a random drawing.

(8) When a lease is competitively bid:

(a) the lessee will not have a preference right to match the high bid;

(b) the existing lease agreement will remain in effect until a new lease agreement is
completed or the lease is cancelled:

() the lessee must be current on its payment of the annual lease fee prior to, and"dtiring the
competitive bidding process, or the lease may be cancelled; and

(i) if the lease agreement is cancelled during the competitive bidding process, the department
may terminate or continue the bidding process, in its sole discretion;

(c) the department will notify any individual or entity that has filed a seCurity intetest in the
cabinsite lease or improvements with the department. Lessees must notify anysndividual or entity that
holds a security interest. The lease will not be put up for competitive bidding without approval from all
security interest holders; and

(d) the lease offered to the winning bidder will be for a termyof.15years. The department may
provide to the winning bidder a lease with a term longer than 154ears only;as provided for under (8).

(9) The department may issue a lease for a term greater than 15/years for loan security
purposes as provided in ARM 36.25.1010(1). However, any lease issyed at a lease rental rate under
this rule shall be limited to a 15 year term. A lease issuethfor longer‘than 15 years may only specify
the terms and conditions provided in ARM 36.25.1001 through"ARM 36.25.1013, including the lease
fee stipulated therein. A new lease whose term is longer than 15 years may be issued by the
department during the term of an existing lease efjat renewal. During the term of an existing lease,
the department may issue a new lease to a lessee reguiring a lease term greater than 15 years for
loan security purposes.

(10) For the renewal of an existing lease’that'is competitively bid, including leases where the
lessee initiates the competitive bid processyunder this rule, the lease rate established by competitive
bidding will apply at the date of the genewal of,the lease.

(11) For a new lease, the lease rate established by the winning competitive bid shall apply at
the date the lease is issued.

(12) The results of the~competitive bidding for all cabinsites will be posted on the department

web site annually.
History: 77-1-204, 77-1-208, 7724-209, 77-1-235, 77-1-236, MCA; IMP, 77-1-235, 77-1-236, MCA; NEW 2011 MAR p.
82, Eff. 1/13/12.
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NEW RULE 11(36.25.1017) ROLLING GEOGRAPHIC LOCATION AVERAGE LEASE RATE

(1) By October 31 of each year, the department will establish a rolling geographic location
average lease rate for each geographic location, to be used for the next billing cycle that begins
January 1 of the following year. For the purposes of ARM 36.25.1016 through ARM 36.25.10214two
types of geographic locations shall exist in the land area administered by each unit office of the
department within the northwest, southwest, and central areas of the department, and the land,area
administered by each area office within the northeast, southern, and eastern areas of the"department:

(a) one geographic location for cabinsites which are adjacent to water such as lakes, rivers,
and streams; and

(b) one geographic location for cabinsites which lack access to water such asylakes;rivers,
and streams.

(2) A minimum of three winning bids are necessary to establish a rollingsgeographic location
average lease rate. The rolling geographic location average lease rates willlbe determined as follows:
(a) the department will document the bid amounts for every su€eesstul cabinsite that is

competitively bid;

(b) the rolling geographic location average lease rate fora given billing cycle will be calculated
using the competitive bid amounts from cabinsites in that geographiC location for the most recent
three calendar years, or as of January 1, 2012, if three years have netyet elapsed from the effective
date of these rules; and

(c) the winning bid amount for every cabinsite that is suecessfully bid will be divided by the
most recent appraised value from the DOR for that cabinsite. The resulting rates will then be
averaged together by geographic location to detefmine the geographic location rolling average lease
rate for the next billing cycle.

History: 77-1-204, 77-1-208, 77-1-209, 77-1-235, 77-1%236, MCA’, IMP, 77-1-235, 77-1-236, MCA; NEW 2011 MAR p.
82, Eff. 1/13/12.
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NEW RULE 111 (36.25.1018) LEASE FEE FOR BID CABINSITE LEASES UNDER ARM 36.25.1016

(1) Atthe conclusion of the term of any cabinsite lease existing prior to May 12, 2011, the
lessee of that cabinsite lease may either choose to place the cabinsite lease up for open competitive
bidding under ARM 36.25.1016, or the lessee may choose to renew the lease with a standard rental
rate as provided in ARM 36.25.1001 through 36.25.1013.

(2) Where the lessee of a lease existing prior to May 12, 2011, has a cabinsite competitively
bid under ARM 36.25.1016, the annual lease fee for the first year will equal the bid amount:

(a) However, in subsequent years, the annual lease fee for that lease will equal the mast
recent appraised value of the cabinsite as determined by the DOR multiplied by the rolling geographic
location average lease rate effective for that year, plus an annual adjustment equal to,the previous
year's lease fee multiplied by the annual percentage change in the consumerprice_index(CPI) as
provided in ARM 36.25.1001(9).

(3) The lessee of any currently leased cabinsite will have the abjlity,jpriogtosfenewal of the
existing lease in effect as of the date of the adoption of ARM 36.25.1016 thtough 36.25.1021, to
participate in the bidding method by applying on a form prescribedby. theidepartment. Once the
current lease is renewed, or once a new 15-year lease is issuedqdas part of the bidding process, a
lessee will no longer have the option to switch to the bidding methed during the term of a lease.

(&) Such an application will include an application fee and theyequirement to be within
deadlines prescribed by the department.

(b) The application must be accompanied by a supplemental lease agreement, which will
describe the terms of the competitive bid process including the change in the lease fee which will be
effective in the year following the lessee's application for competitive bidding.

(c) This one-time initial participation in the bidding'method will require the lease fee to be
calculated according to the applicable geographie,location rolling average lease rate, or a rate of
three percent if no geographic location ralling average lease rate has been established.

(i) A lease fee may be calculated using the geographic location rolling average lease rate in
the lease year after the geographicgdocation relling average lease rate is established.

(d) Where the lessee of a lease existing prior to May 12, 2011, has a cabinsite competitively
bid under ARM 36.25.1016, the ,annual lease fee for the first year will equal the bid amount.

(i) However, in subsequentyears, the annual lease fee for that lease will equal the most
recent appraised value offthe‘eabinsite as determined by the DOR, multiplied by the rolling
geographic location averageflease rate effective for that year, plus an annual adjustment equal to the
previous year's leas€ fee multiplied by the annual percentage change in the consumer price index
(CPI) as provided in ARM"36.25.1001(9).

(4) Anytease thatyis put out for bid will be bid at a minimum bid of 2% of the entire, most

recent appraised value without phase-in.
History: 7#¢1-204, 77-1:208, 77-1-209, 77-1-235, 77-1-236, MCA,; IMP, 77-1-235, 77-1-236, MCA; NEW 2011 MAR p.
82, Eff. 1/13/12.
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NEW RULE IV (36.25.1019) SUBLEASING AND ABANDONMENT OF IMPROVEMENTS

(1) This rule applies to all cabinsites.

(2) Lessees may sublease their improvements if they are in compliance with the terms and
conditions of their lease agreement, provided that the lessees must notify the department of theif
intent to sublease their improvements prior to subleasing.

(3) Where permanent improvements are placed upon a cabinsite lease after the effective date
of these rules and the cabinsite lease is canceled, terminated, or abandoned for a period ofithree
years, the title to all such improvements will automatically vest in the department withgut
representation or warranty.

(a) If the department receives value for the improvements through a sale, theydepartment will
transfer the proceeds to the previous lessee, at the last address of record.

(b) If the previous lessee cannot be reached at the last address of recesd; the department will
deposit the proceeds into the permanent trust account.

(4) When selling improvements left upon the cabinsite lease fofimore than three years:

(a) the department may conclude the sale, disposal, or remeval ofithe improvements in any
expedient manner, or it may direct the removal or demolition of the imprevements;

(b) the department may keep a portion of the value regeivedfor improvements to compensate
the department for necessary costs incurred, such as, but notilimited,to:

(i) marketing of the improvements;

(i) demolition;

(i) disposal fees;

(iv) repairs; and

(v) maintenance; and

(c) any moveable personal property remaining on the cabinsite three years after the date a
cabinsite lease is cancelled, terminated, @abandened, or otherwise ends shall become the property of
the department to keep, sell, or dispose ofiat the department's discretion without compensation or

reimbursement to the previous lessé€e.
History: 77-1-204, 77-1-208, 77-1-209, 77-1-235, [ 7¢1-236, MCA; IMP, 77-1-235, 77-1-236, MCA; NEW 2011 MAR p.
82, Eff. 1/13/12.
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NEW RULE V (36.25.1020) SALE OF CABINSITE LANDS

(1) This rule applies to all cabinsites.

(2) Cabinsites may be sold as provided in Article X of the Montana Constitution and 77-1-204,
77-2-301, and 77-2-318, MCA.

(8) The sale of cabinsites under the land banking program will be conducted using the
procedures set out in ARM 36.25.801 through 36.25.817.

(b) The board may in its sole discretion designate that the proceeds from the sale"ofigertain
cabinsites be deposited within the permanent fund for the affected trust beneficiary.

(3) The board or the department may nominate a cabinsite for sale at any time.

(4) A cabinsite lessee may nominate the sale of the lease premises:

(a) during the fifteenth year of any 15-year cabinsite lease that was egtablishedthrough the
open competitive bidding process;

(b) through the transition process provided for in 77-1-236, MCAyOr

(c) pursuant to 77-2-318(4), MCA, or any other time.

(5) The sale of cabinsites shall be conducted in a manner consistent with the procedures set
out in 77-2-363(2) through (5), MCA. The minimum bid must be£€qual tq the full market value of the
premises, which must be determined by a Montana-licensed and"Montapa-certified appraiser. The
department may determine the timing and the number of cabinsite lots/to be offered for sale, and the
conditions of the sale, based upon, but not limited to, theffellowing factors:

(&) how many lots are currently available for competitivesbidding;

(b) current real estate market conditions;

(c) the time available to market a cabinsitélbeforeythe bid closing date and season/time of

year,;

(d) the administration of other cabinsiteSpand

(e) valuing, selling, repairing, or removipg existing improvements on cabinsites.

(6) Should no qualified bid be received by.the department, or if the board determines that it is
not in the best interest of the affectgd trust beneficiary to accept any bid, the sale shall be rejected,

and the existing cabinsite lease may be renewed to the former lessee at the previous lease terms.
History: 77-1-204, 77-1-208, 77-1-209, 77:1-235477-1-236, MCA; IMP, 77-1-235, 77-1-236, MCA; NEW 2011 MAR p.
82, Eff. 1/13/12.
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NEW RULE VI (36.25.1021) APPLICABILITY OF CABINSITE RULES
(1) ARM 36.25.1001 through 36.25.1013 shall apply to all cabinsites, however cabinsite
leases issued under ARM 36.25.1016 shall not be subject to ARM 36.25.1003, 36.25.1009(8), and

36.25.1012.
History: 77-1-204, 77-1-208, 77-1-209, 77-1-235, 77-1-236, MCA; IMP, 77-1-235, 77-1-236, MCA; NEW 2011LMAR
82, Eff. 1/13/12.
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