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Trust Lands Management Mission

Manage the State of Montana’s trust land resources to produce revenues for the trust beneficiaries while
considering environmental factors and protecting the future income-generating capacity of the land.
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Preface

This Return on Assets Report is an annual publication from the Forestry and Trust Lands Division (FTLD) of the Department of Natural Resources
and Conservation (DNRC) detailing the earnings and business trends of state trust land and mineral management. This edition of the Return on
Assets Report covers fiscal year 2025 (FY 2025), which began July 1, 2024, and ended June 30, 2025.

The Return on Assets Report is three sections which examine market conditions affecting trust revenues; return on assets for each trust; and
land management program performance, including classified forest lands returns as required by law, see (MCA 77-1-223) and (MCA 15-44-103).

The Return on Assets Report is made available with specific accounting limitations. This report is not an official income or cash flow statement.
Asset values and returns are estimated based on the best available data, revenues and expenses may vary from those reported in DNRC's
Annual Report due to the inclusion or exclusion of specific accounts. Returns reported are income returns which do not account for year-over-
year changes in asset values. Finally, unless otherwise noted, dollar values throughout the report are expressed in nominal terms.
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Markets

Montana state trust lands are, principally, working lands. These lands are held in trust for the perpetual yield of revenues to support Montana’s
public education institutions. The majority of business transactions on school trust lands are the result of derived demand for land and
resources in open markets. For example, grazing land must be leased by private ranching operations as part of their business operation to raise
and sell livestock. Grazing land rental value is thus derived from and directly connected to the supply and demand for U.S. livestock. Changes in
consumer preferences for beef (i.e. changes in the direct demand for beef) could affect the rental value and contracting opportunity on school
trust lands.

Though most business generated by the school trust lands occurs in traditional industries (i.e. commercial forest products, livestock grazing,
irrigated and dryland agriculture, energy and mineral resource development, and real estate development) there are a few alternative revenue
streams generated from: recreation, ecosystem services and technology related industries. For both the traditional and emerging business
revenue streams, future opportunities for revenue center around land use and depend on local, national and global economic conditions and
market trends.
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Timber and Forest Products

Indicators for timber and forest products industry health in Montana include private sector employment, forest product prices, and quantities
of timber harvested and sold from various land ownerships. Demand for timber and subsequent timber contract prices are derived ultimately
from consumer demand for lumber and other finished forest products.

In Montana, where many rural economies are supported by logging services and forest products manufacturing, it’s important to observe
industry trends from a private employment perspective. From a historic perspective, sawmills, paper mills, and other forest products
manufacturing has lost a tremendous amount of invested capital, due to a multitude of external reasons. Some of the impacts to the industry
have included: local supply shortages, international trade agreements, and shocks to lumber prices resulting from financial sector securitization
excess and the 2008-2012 mortgage crisis and housing recession. Forest products markets were on an upswing through FY 2022, as housing
starts rapidly recovered from an early 2020 Covid-19 related slowdown (Figure 2) and an increased demand for lumber created low inventories
and supply chain backlogs, resulting in record lumber prices. Lumber traded at an all-time high, hitting its peak in May 2021. Montana sawlog
prices rose in the last three quarters of FY 2025 relative to a low in Q1.

Figure 1. Montana Sawlog and Veneer Log Price Report Figure 2. Monthly National Housing Starts, 2015- 2025
Average Sawlog Prices, Western MT Housing Starts: New Privately Owned Units
Seasonally Adjusted
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Source: Bureau of Business and Economic Research, University of Montana
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Agriculture and Grazing

Indicators for agriculture and livestock grazing industry health in Montana include private sector employment, crop and livestock prices, farm
production quantities, and gross farm sales. Demand for agriculture and range land and subsequent land lease prices are derived ultimately
from consumer demand for crops, and food, including meat.

Montana’s agriculture sector is vast and provides a high percentage of jobs in many rural communities across the state. Additionally, Montana’s
agriculture production is tracked by USDA, and other entities. For a quick look at industry trends, Figure 3 shows gross agriculture product
across Montana. Crop sales have leveled in recent years but have not departed from historic variation. Trust lands grazing revenues are linked
to cattle prices, shown in Figure 4. For most of FY 2021, feeder markets trended upward, despite a drought-driven selloff which began in the last
months of FY 2021. These markets continued to beat the prior five-year trend through 2025 as the national herd numbers are slow to rebuild.

Figure 3. Montana Agriculture Production Value Figure 4. U.S. Cattle Prices Received
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Minerals

The Minerals Management Bureau is responsible for leasing, permitting, and managing approximately 1,200 oil and gas, coal and other mineral
agreements on nearly 476 thousand acres of the 6.2 million acres of school trust mineral rights throughout Montana. Most revenue generated
by the Minerals Program comes from oil and coal markets. Oil production, and prices received, in Montana are driven by national oil markets as
depicted in Figure 5. In FY 2023, oil prices and revenues came roaring back to levels not seen since 2014. Coal royalties are the largest revenue
source in the Minerals Program, followed by oil. The weighted average price of oil fell in FY 2024, with a corresponding drop in the state’s oil
revenue. FY 2025 produced the highest oil revenue over the latest ten year span.

Figure 5. Crude Oil Production, U.S. and Montana Figure 6. US Oil Spot Prices
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Source: https://www.eia.gov/petroleum/data.php
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Real Estate

Less than one percent of statewide surface ownership is classified Figure 7. Montana Population and Housing Price Index, 2011-2024
Other, designating properties under lease or development for real
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State Trust Performance

Montana state trust surface and mineral rights total 5.2 million surface acres and 6.2 million subsurface acres, respectively. Figure 9 highlights
the approximately 78 percent of trust surface acres that are classified as grazing lands, which are located primarily east of the continental
divide. The remaining acres are classified as agriculture and forested lands, at 11 and 10 percent of total surface ownership, respectively.
Finally, less than one percent of the trust portfolio surface acreage is designated for developed real estate business activities including
residential, commercial, community, and conservation properties. Figure 9 also illustrates the gross revenue contributions from each
classification of surface lands.

These multi-category lands represent the bulk of school trust assets, the remaining assets are fixed investments in commercial and government

bonds. Land asset values, which are important for benchmarking the financial performance of trust land business over time, are largely

estimated. The exception to this is when transaction evidence is available to trust land managers. Since 2003, land banking legislation (MCA 77-
2-361-367) has legally permitted a limited number of state trust

Figure 9. Trust Land Surface Acreage and Gross Revenue by Land parcels to be exchanged, bought or sold through careful
Classification provisions. While operating to improve income generation,
accessibility, and other parallel land management objectives, the
Surface Classified Lands: Land Banking Program also produces data on the value of a limited

number of trust surface parcels. These data, in combination with
Other USDA National Agriculture Statistics Service (NASS), help support
0.29% the evaluation of aggregated asset values. Finally, mineral rights

Gross Revenue Acreage

Forested,

10.63% are excluded from valuation estimates in this report, because
Agriculture, mineral estate rights are permanently reserved assets of the State
27.2% \
P | (MCA 77-2-304) and cannot be sold, except on a rental and royalty
Forested, by 11.47% | basis as provided by law.
14.0% - |
/ / To better understand the diversity of ownership in the school trust
Range, 39.2% Range, .
/ 77.61% portfolio, Figure 10 and Table 1 share the percentage and total
A acreage of surface ownership represented by the various trust

beneficiaries, respectively. The largest single trust is Common
.| Agriculture | Range kd Forested B Other Schools which owns over 90 percent, or 4.6+ million acres of all
school trust land in Montana. The remainder of school trusts
make up a small portion of the total business volume and surface ownership of the trust portfolio. Ownership percentages can shift over time,
depending on sales and acquisitions resulting from land banking and exchanges.
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In the central columns of Table 1, existing surface ownership details are provided. Mineral estate ownership details are shown in the rightmost
column. Overall, a very small portion of mineral acreages will ever be developed.

Figure 10. Trust Land Acreage by Trust Ownership

m Acquired Lands
m Sir Trust
» Navigable Rivers

® Montana State University - 2nd Grant

® Montana State University - Morrill Trust
= Common Schools

m School for Deaf & Blind

m Public Buildings

= Veterans Home

= Montana Tech

= State Normal School

= State Reform School

= University of Montana
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Table 1. Surface and Subsurface Estate Acres by Trust Ownership and Land Classification

Trust Agriculture Range Acres Forested Other Acres All Surface Oil, Gas, Coal
Acres g Acres Acres* Estate Acres**

571,352 3,700,258 361,631 8,036 4,641,255 5,606,700

5,304 106,442 71,838 1,816 185,402 172,323
84 9,043 22,321 277 31,725 46,598
[ msumorit | 2,030 55,876 5,522 45 63,474 77,929
2,908 45,810 14,661 192 63,571 80,455
10,405 37,047 15,768 191 63,409 86,267
2,306 13,393 1,440 16 17,156 33,550
1,409 24,577 10,380 90 36,457 41,171
996 48,384 18,007 67 67,454 73,488
90 1,259 0 68 1,418 1,276
477 2,123 0 0 2,600

0 172 0 4,255 4,516 20,028
0 0 32,295 0 32295

597,361 4,044,384 553,864 15,054 5,210,731 6,239,785

*Total acreage may differ from other reports due to the timing of sales and acquisitions through Land Banking and Cabinsite Sales.

**0il & Gas acreage used for reporting. True acreage when including Coal Estate acres having no overlapping Oil & Gas rights would be larger.

Table 2 reports historical USDA National Agricultural Statistics Service (NASS) survey data on farm real estate values in Montana from 2016
to 2025. NASS data are not region specific but are useful as an aggregated observation of rural and working land value trends in Montana.
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Table 2. Annual Montana Farm Real Estate Values (Acres and U.S. dollars reported by USDA NASS 2016-2025)

Calendar Year All Farm Land Agricultural Crop Land Range, Pasture Land

900

1.12% 1010 1.30% 650 0.00%
660

917 1.89% 1010 0.00% 1.54%
916 -0.11% 1020 0.99% 667 1.06%
915 -0.11% 1040 1.96% 680 1.95%
915 0.00% 1030 -0.96% 680 0.00%
930 1.64% 1050 1.94% 700 2.94%
1030 10.75% 1160 10.48% 775 10.71%
1070 3.88% 1170 0.86% 800 3.23%
1200 12.15% 1280 9.40% 890 11.25%
1230 2.5% 1320 3.13% 920 3.37%
Table 3. Average Trust Surface Asset Values by Area and Table 3 reports FY 2025 estimated average asset values on a per

Classification (U.S. dollars per acre estimated by DNRC FY 2025)

L ffi Agricul
and Office i::trjatguere Grazing Average Forest Average
Asset Value/Acre Asset Value/Acre Asset Value/Acre

Central 1,070 983 1,400
Eastern 459 329 0
Northeastern 764 413 468
Northwestern 3,049 1,965 2,720
Southern 1,145 739 0

Southwestemn 1,678 1,788 using income-approach methods. In the case of school trust lands,
* Real estate values reflect existing DNRC land appraisals, proximity to urban areas, and other developed ) . .
land market factors, and vary widely within Area Offices. Annual adjustments are made using average land and for tracklng and benchmarki ng assets over multi pIe years, a less

acre basis. These values are appreciated from a FY 2011 baseline
valuation with a conservative methodology utilizing the trend data
provided by the USDA in Table 2. Rural and forested lands are
appreciated based on a proportion of appreciation reported
annually by USDA farm and rural land surveys. Real estate and other

special use lands are valued using the same approach except where
existing appraisals (i.e. transaction evidence) can provide timely
market valuation data. Forest land valuation is commonly estimated

appreciation. Land appraisals do not include privately owned structures on cabin sites, or other real estate

T volatile valuation methodology, which can account for real estate

and alternative values, is preferred.

Table 4 reports FY 2025 beginning estimated total asset values for each trust. Trust real assets totaled approximately $4.551 billion. These sums
are derived through the application of Table 3 data with Table 1 current classified acres.
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Table 4. Total Average Surface Estate Assets by Trust and Classification (U.S. dollars estimated by DNRC FY 2025)

Agriculture Assets Grazing Assets Forest Assets Other Assets Total Assets™

3,565,483,150

Common Schools
Capitol Buildings
MSU - Second Grant

MSU Eastern/UofM Western
Montana Tech

University of Montana

Deaf & Blind School

Pine Hills School

Veterans Home

Sir Trust

Public Land Trust - Navigable Rivers

Acquired Lands — Public Schools
Total Assets

* Excludes mineral rights and Permanent Fund valuations.

454,762,454
4,783,844
93,743
1,794,830
2,317,253
8,985,717
1,826,632
1,252,788
979,646
274,432
218,903

0

0
477,290,243

2,116,291,420

96,936,830
8,966,811
46,411,528
35,695,834
26,970,375
7,457,611
22,437,804
40,675,501
519,515
698,760
85,228

0

2,403,147,217

860,788,323
165,394,229
50,959,772
13,027,450
35,416,155
37,652,422
2,723,620
26,296,583
28,851,236
0

0

0
57,735,950

1,278,845,739

133,640,953
10,026,954
10,205,964

1,579,931
3,709,096
11,053,859
1,102,716
4,030,671
4,017,285
3,152,970

0
210,106,693
0
392,627,091

277,141,856
70,226,291
62,813,738
77,138,339
84,662,373
13,110,579
54,017,847
74,523,668

3,946,916
917,663

210,191,920

57,735,950

4,551,910,290

Table 5 reports FY 2025 trust lands management net income by trust. MSU-Morrill Trust shows a 98% Profit Ratio due to its unique funding
mechanism; these management costs are not funded from the gross revenues but rather appropriated separately and legislatively capped.

The Sir Trust, included in acreage and asset tables above, does not hold financial accounts. Revenues generated on parcels acquired in the Sir

Trust are split across three small trusts: the Intensive Behavior Center, the MT State Hospital, and the School for the Deaf & Blind.
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Table 5. Net Revenues by Trust (U.S. dollars estimated by DNRC 2025)

SubSurface Surface Assets
Assets
Subtotal:
Ag and Surface Net from Total Net
Minerals Grazing Real Estate Forest Land Asset* Other Operating Profit

Management | Management Rec Use Management Management Services* | Management Assets Income Ratio
Common Schools $44,285,002  $33,783,731 $1,763,260 $2,327,950 -$1,358,939 $433,792  $36,949,795 $32,841,471 | $114,076,268 89%
Capitol Buildings $568,754 $736,067 $68,467 $76,613 $1,403,494 -$38,691 $2,245,950 -$150,054 $2,664,649  69%
MSU - Second Grant $3,628 $66,212 $9,622 $565,841 $249,155 $501,674 $1,392,504 $450,471 $1,846,603  79%
MSU Morrill $5,150 $423,633 $30,722 $43,330 $39,529 $28,502 $565,716 $224,276 $795,142  98%
MSU East/UofM Western -$4,262 $352,334 $20,117 $129,641 $290,922 $12,738 $805,752 $220,258 $1,021,748  75%
Montana Tech $25,797 $461,868 $28,515 $750,649 $235,622 $251,817 $1,728,471 $219,147 $1,973,415  81%
University of Montana -$190 $176,307 $7,218 $56,715 $265,033 $11,603 $516,876 $52,464 $569,150  92%
Deaf & Blind School -$1,704 $183,145 $13,437 $85,119 $393,282 -$55,209 $619,773 $305,154 $923,223  73%
Pine Hills School -$1,529 $270,910 $29,372 $129,577 $553,538 $23,481 $1,006,879 $242,180 $1,247,529  82%
Veterans Home -$7 $8,161 $551 $13,255 -$224 -$2,355 $19,389 $913 $20,295 60%
Intensive Behavior Center $0 $8,796 $781 $301 $9,878 $9,878 98%
MT State Hospital $0 $8,767 $781 $301 $9,849 $9,849  98%
Public Land Trust- $1,690,098 -$28,481 $309 $6,127,488 -$13,897 $195,353 $6,280,771 $815,447 $8,786,316  98%
Navigable Rivers
Acquired Lands — Public $0 $24,380 $13,257 -$1,873 $832 -$4,831 $31,765 -$5,663 $26,102 65%
Schools
Grand Total $46,570,736  $36,475,829  $1,986,409  $10,304,305 $2,058,348 $1,358,476  $52,183,367 $35,216,064 | $133,970,167 | 88%

*Land services revenue includes Forest Improvement, right-of-way and Other categorized payments.
** Surface asset management costs reflect division costs excluding mineral program administration.

The net revenues in Table 5 reflect separating program expenses and revenues according to land classification categories, to support
estimating the returns on those asset classifications. The following program performance tables, starting with Table 7, reflect a
more traditional look at totals by management program, and include some revenues on non-trust lands.
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Table 6. FY 2025 Income Returns by Surface Lands Asset Class

Common Schools
Capitol Buildings

MSU - Second Grant

MSU Eastern/UofM Western
Montana Tech

University of Montana

Deaf & Blind School

Pine Hills School

Veterans Home

Public Land Trust-Navigable Rivers

Acquired Lands — Public Schools
TOTAL SURFACE ASSETS INCOME

RETURN

15| Page

Ag & Grazing

1.3%
0.7%
0.7%
0.9%
0.9%
1.3%
1.9%
0.8%
0.7%
1.0%

-33.4%

1.27%

-0.2%

Surface
Other Real Assets

Forested

Estate Income
Returns***

1.04%

0.8% 0.8% 0.81%
0.5% 5.5% 1.98%
0.3% 2.7% 0.90%
0.8% 3.5% 1.04%
0.6% 6.8% 2.04%
9.7% 5.1% 3.94%
1.5% 2.1% 1.15%
1.9% 3.2% 1.35%
0.4% 0.49%

2.9% 2.99%

0.0% 0.06%
0.16% 2.62% 1.15%

***Income returns are a dividend equivalent and calculated as the
ratio of surface net operating income to estimated average surface
asset value of this fiscal year.

Table 6 presents calculated income rates of return on
land classifications by Trust, based on estimated asset
values and revenues reported in other tables in this
document.
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Trust Land Program Performance

Total program revenues and operational expenses (i.e. costs of doing business) have generally increased over the last few years, with a
decrease for FY 2025. Table 7, Table 8, and Table 9 summarize program revenues, costs, and net operating income, respectively, and Figures 11,
12 and 13 illustrate the trends in program revenues and costs over the same years.

Table 7. Trust Land Total Program Revenues FY 2016 through FY 2025 (U.S. dollars reported by DNRC TLMD)

Agriculture and . Recreational

s ) Forest Real Estate Minerals Total Program Permanent Fund
Program Grazing Management Management Management use Revenues Earnings / Other
Management g g g Management &

FY 2016 31,930,471 7,317,120 9,014,114 19,041,008 1,233,225 71,680,479 24,167,124 95,847,603
FY 2017 27,909,929 9,683,017 4,564,587 16,303,811 1,238,805 62,247,394 23,990,823 86,238,217
FY 2018 26,249,268 9,601,084 4,671,168 20,254,794 1,172,611 63,890,614 23,589,999 87,480,613
FY 2019 30,277,035 9,598,881 5,007,457 24,461,732 1,341,394 73,685,486 25,523,025 99,208,511
FY 2020 28,247,221 8,325,644 4,532,759 22,407,291 1,428,113 67,276,049 24,797,283 92,073,332
FY 2021 30,597,279 12,737,357 4,734,519 20,292,165 1,591,394 82,253,049 25,004,321 107,257,369
FY 2022 28,955,852 9,387,397 9,866,213 41,086,122 1,283,649 92,728,631 26,559,531 119,288,162
FY 2023 30,231,578 8,118,110 10,177,025 68,171,044 1,859,690 128,855,251 33,124,250 161,979,501
FY 2024 35,410,349 7,627,578 36,947,040 42,141,675 2,328,512 127,534,159 37,510,891 165,045,050
FY 2025 39,000,529 8,236,585 11,518,641 47,884,524 2,365,274 111,117,009 42,130,097 153,247,106

Total Revenues

*Rights of Way revenues not included in real estate column, rather are included in total program revenues. These revenues can be generated on any classification of surface
trust land ownership. Forest Improvements revenues are included in the total program revenues, rather than the Forest Management column.

Figure 11. Annual Revenues by Program, FY 2016 through FY 2025
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Table 8. Trust Land Total Program Costs FY 2016 through FY 2025 (U.S. dollars reported by DNRC TLMD)

Program Agriculture and Forest Real Estate WIREIETS Recreational Total Program Division Total Division Costs
Grazing Management Management | Management Use Costs** Management
Management Costs Costs Costs Management Costs
Costs Costs

FY 2016 1,872,312 5,681,176 1,987,614 1,030,263 207,129 10,778,494 3,484,667 14,263,161
FY 2017 1,941,820 5,709,143 2,072,777 1,071,173 168,151 10,963,064 3,735,123 14,698,187
FY 2018 1,818,708 4,120,890 1,059,940 982,674 202,622 10,614,499 3,885,685 14,500,184
FY 2019 1,877,798 4,435,468 690,643 1,018,308 230,446 11,104,686 3,793,567 14,898,256
FY 2020 1,927,869 4,856,801 1,151,882 1,141,512 222,801 11,912,750 4,207,697 16,120,446
FY 2021 1,999,582 4,716,266 713,498 1,019,293 255,340 10,544,954 4,023,500 15,587,748

FY 2022 2,239,317 5,083,666 1,316,376 1,101,540 319,618 11,483,740 3,939,708 16,524,988
FY 2023 2,398,978 5,643,645 1,013,743 1,327,883 372,339 13,399,162 3,759,345 17,158,507
FY 2024 2,583,559 6,089,533 1,136,271 1,339,740 402,735 12,604,595 4,824,862 18,769,198
FY 2025 2,514,046 6,216,356 1,214,336 1,286,602 378,866 13,864,301 3,964,578 17,828,879

**Includes Forest Improvement. These expenses are used for various land asset improvements, including acquiring access to Trust parcels. These expenses
were included in the Forest Management Costs column for years prior to FY 2018.

Figure 12. Annual Costs by Program, FY 2016 through FY 2025
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Table 9. Trust Land Program Net Operating Income FY 2016 through FY 2025 (U.S. dollars reported by DNRC TLMD)

Agriculture and Recreational Real and Financial
& Forest Real Estate Minerals Total Program Net o ——

Program Grazing Use .
Management Management Management Operating Income )
Management & g & Management P J Operating Income

FY 2016 30,058,159 2,885,275 8,921,710 18,010,745 1,026,096 60,901,985 81,584,442
FY 2017 25,968,109 5,249,106 3,763,823 15,232,638 1,070,654 51,284,330 71,540,030
FY 2018 24,430,560 5,480,194 3,611,228 19,272,120 969,989 53,276,115 72,980,429
FY 2019 28,399,237 5,163,413 4,316,814 23,443,424 1,110,948 62,580,800 84,310,255
FY 2020 26,319,353 3,468,843 3,380,877 21,265,778 1,205,312 55,363,299 75,952,886

FY 2021 28,597,697 8,021,091 4,021,021 19,272,871 1,336,054 71,708,095 91,669,621
FY 2022 26,716,535 4,303,731 8,549,836 39,984,582 964,031 81,244,891 102,763,173
FY 2023 27,832,601 2,474,465 9,163,282 66,843,161 1,487,351 115,456,089 144,820,994
FY 2024 32,819,205 1,538,045 35,809,269 40,767,535 1,925,777 74,136,863 144,963,569
FY 2025 36,486,483 2,020,228 10,304,305 46,597,923 1,986,409 97,252,708 135,418,227

Figure 13. Annual Net Operating Income by Program, FY 2016 through FY 2025
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