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LAND BOARD POLICY 
Idaho Department of Lands 

updated 8-30-2022 

Index – Grazing and Cropland 

Attached Land Board Policy Date Remarks 

1. Grazing Rental Rate Formula 10/12/1993 Adopted henceforth Formula 19 for grazing fee determinations with a base of $1.70, to include 
a 25% reduction for the sheep industry if certain price conditions are met.  

2. Cropland Rental Rate Formula 04/19/2011 Modified cropland rent methodology: 1) To remove the modifiers, allowing adjustment of the 
state’s share to reflect market conditions; and 2) To apply any of the standard cropland lease 
rental methodologies common in the marketplace to calculate individual lease rents. 

3. Conflicted Grazing Leases 04/05/1996 
04/13/1999 

4/5/1996 – Land Board will reject all offers of additional compensation for a lease above the 
amount specified as the annual rental, except for premium bids per §58-310(b). 
 
4/13/1999 – Adopted process as outlined in the memo.  

4. Deficient Grazing Lease Applications 01/28/1975 Mere omission of a signature on a lease is to be considered a minor deficiency capable of being 
cured. Application is to state that a year's annual rental must be sent and that the application 
must be signed.  

5. Grazing Management Plans 02/14/1984 
07/13/1999 

2/14/1984 – Board adopts grazing plan requirements. 
 
4/13/1999 – Required that a management plan be submitted prior to auction or they will not 
be reviewed. Requires management plans be sent to applicants when multiple applicants are 
involved.  

6. Grazing Subleases 04/01/1998 The department will determine if lessee is a qualified bidder, pursuant to Code. 

7. Increase of Lease Fees 07/17/1970 Increase of lease fees during the term of the lease. (A clause in the lease states only that the 
rate cannot be changed during the year.) 

8. Installment Payment Policy 05/17/1988 Allow rental extensions on cropland leases. Grant on a case-by-case basis on the showing of 
financial hardship by the lessee. As an extension of that policy on cropland leases, occasionally 
a lease extension has been granted to a cottage site lessee. They are considered in rare 
circumstances upon demonstration of financial hardship. Policy approved as long as the state 
collects a late payment and fee plus interest.  

9. Vegetation Management Policy 11/12/1996 The specified management practices developed by the department shall require that the land 
be managed in a manner consistent with the achievement of the desired vegetive condition. 
The department, in cooperation with other agencies, shall monitor and evaluate the 
effectiveness of the specified management practices.  
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1. Grazing Rental Rate Formula 
Attachments 

October 12, 1993 approved memo 

Summary: Adopted henceforth Formula 19 for grazing fee determinations with a base of $1.70, 
to include a 25% reduction for the sheep industry if certain price conditions are met.  

 

Land Board AUM Rate Formula 

 
  



STATE BOARD OF LAND COMMISSIONERS
October 12, 1993

SUBJECT

Land Board Grazing Committee recommendation on the base value for
grazing fee equation 19 and the 1994 grazing fee.

BACKGROU}TD

In June, 1992, the State Land Board instructed the Department of
Lands to enter into a contract with the University of Idaho to
conduct a statewide private grazing fee study to be used in
developing an appropriate fee system for state grazing leases.
The report was submitted to the Land Board Grazing Committee for
their review in early September, 1993.

On September 28, 1993, the grazing committee met with livestock
industry and Department of Lands representatives to discuss the
U. of I. report and to make recommendations on the Department
grazing fee formula base value and the 1994 grazing fee.

DISCUSSION

In 1990, after much debate, the Land Board adopted equation 19 to
be used in determining the annual rental for state grazing
leases. A key component of this equation is the Base Forage
Value, used to deflate present day values back to a base period
(1964—68). Since adoption of Equation 19, various figures have
been proposed for the base value, but none of them have received
full support of the grazing committee and the full Land Board.

The 1992 U. of I. study presented for consideration, several
alternative base values which were determined from various
private grazing lease rate studies. The base values were
determined by subtracting the values associated with various
services from an average lease rate. The specific service valued
and specific lease rate used varied with each study (see Table 5
in U. of I. report).

After considerable discussion on the value of services to be
considered, the committee elected to recommend a base figure of
1.62, derived from data collected from a sample of lessors who
responded to the 1992 U. of I. study. This data used an average
private lease rate of $9.33, less values of $.34 for prepayment
of a lease; $1.27 for construction of improvements; and $3.63 for
providing salt.



RECOMMENDATION

On a vote of 3 to 1 (Mr. Cenarrusa, Mr. Collett, and Mr. Guerry
voted aye, Mr. Williams voted no, and Mr. Evans was absent for
the vote) the Land Board Grazing Committee passed a resolution to
establish a base value of 1.62 to be used in Equation 19 for
establishing an annual rental rate for state lands. The
committee also recognized the continuance of the policy of
allowing a 25% rental rate reduction for sheep AUMs if the annual
price of fat lambs drops 30% or more below the annual price of
500 pound calves. Based on these considerations the grazing
committee recommends a 1994 rental rate of $4.31 per AUM for
cattle and $3.23 per ATJM for sheep.

Mr. Evans advised the committee, before departing, that he
supported a base of 2.20 resulting in a grazing fee of $5.86 per
AUM for cattle and $4.40 per AUM for sheep.

ACTION
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ATTACHMENTS

1. Preliminary Results from 1992 Private Grazing Lease Survey
(U. of I. report)

2. IDL memo to Land Board Grazing Committee dated 9/24/93
3. Minutes from Grazing Conimittee meeting on 9/28/93
4. Tabulation of FY-93 grazing and cropland income, by fund.
5. Incentive Based Grazing Fee System (1992 Federal Study)
6. Economic Analysis of the Values of Surface Uses of State

Lands (portion relating to grazing leases in Montana)

4
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Land Board AUM Rate Formula 
 

 
Land Board Adopted AUM Formula: 
 

IDFVIt+2  =  -6.92 + (0.13 x FVIt) + (0.60 x BCPIt) – (0.33 x PPIt) + (0.74 x IDFVIt) 
 

AUM Rate = IDFVI t+2/100 x 1.70 
 

Where 
 

IDFVI (t+2) is the predicted value of the Idaho Forage Value Index for the year the grazing fee 
is to be set; 
 
FVIt is the most recent published Forage Value Index for the 11 western states; 
 
BCPIt is the most recent published Prices Received for Beef Cattle Index for the 11 western 
states; 
 
PPIt is the most recent published Prices Paid Index for the United States;  
 
IDFVIt is the most recent published value for the Forage Value Index for Idaho. 
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2. Cropland Rental Rate Formula 
Attachment 

April 19, 2011 approved memo 

Summary: Modified cropland rent methodology:  

1) To remove the modifiers, allowing adjustment of the state’s share to reflect market 
conditions; and  

2) To apply any of the standard cropland lease rental methodologies common in the 
marketplace to calculate individual lease rents.  
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STATE BOARD OF LAND COMMISSIONERS 
April 19, 2011 

Regular Agenda 
 

Request for Approval to modify the existing agriculture rent methodology 
SUBJECT 

 

At statehood Idaho received land grants totaling 3,650,763 acres from the Federal government 
for the support of public schools and other institutions.  Roughly 400,000 of these acres had the 
potential to be actively farmed.  Through regular land sales, and later specific direction from the 
Land Board to sell all agriculture lands, total current asset acreage is 15,556. 

BACKGROUND 

 
Demand for leased lands in Idaho is high according to interviews with industry representatives 
and operators.  Leased lands provide operators the opportunity to expand production in the short 
term to take advantage of favorable market conditions without the high costs of acquisition.  In 
addition to favorable market conditions, the supply or amount of land available for lease has 
declined due to changes in ownership dynamics and increased land-conversion to urban uses.   
 
While demand for lease lands and current market conditions demonstrate the potential for the 
endowment agriculture lands, the asset class has not achieved favorable revenues or cash 
returns in recent years. 
 
        Table 1. Agricultural Asset Performance 

     Year 
Cash 

Returns 
Capital 

Returns* 
Total 

Returns 
2007 1.6% 54.2% 56.8% 
2008 0.4% 63.5% 63.9% 
2009 0.2% (13.0%) (12.9%) 

         *Capital returns represent land value appreciation and depreciation  
 
A contributing factor to the lackluster financial performance is the current holdings within the 
asset class itself.  Due to the historic strategy of land sales, the remaining agricultural endowment 
lands are generally scattered, and not located in prime agricultural areas.  The asset consists of 
70 parcels, 23% of which are less than 10 acres, and 67% are less than 100 acres.  Several 
smaller parcels are used to support adjacent grazing lands, while others are isolated within 
private holdings.   
 
Opportunities exist to reposition the current asset holdings that may take advantage of revenue 
potentials. These strategies would require significant increases in program expenses, which may 
be difficult to justify given the agriculture asset’s current contribution to endowment revenues. 
However, one cost effective and immediate means of achieving better financial performance is to 
update the rental methodology and process by which rents are calculated for leases on 
endowment lands.  This action would be consistent with the Asset Management Plan (AMP) 
approved by the Board in 2007, which states one objective is to improve the performance of the 
asset class.   
   

The agriculture rental formula was first developed in 1970 by Dr. E. L. Michalson of the University 
of Idaho.  The intent of the formula was to provide a single simplified formula that could be 
applied to all agriculture leases. Several changes have been made to the original formula:

DISCUSSION 
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• Including “modifiers” intended to account for site specific conditions  
• Defining the state’s share of federal payments  
• Modifying the state’s share of production 
• Providing an annual review of rental rates  

 
Despite these periodic updates, the current rental formula (see Attachment 1) has several 
drawbacks that significantly reduce the resulting rents below market rates.   Figure 1 illustrates 
these factors and their impact on per acre rental rates. More detailed information regarding the 
example can be found in Attachment 2. 
 
                     Figure 1: Example Rate Comparison Per Acre 

         *The fixed-cash rate is based on area average for cash leases survey in the market rent  
           study completed by Resource Dimensions (2010).  These rates are consistent with USDA NASS 
           data for the same time period. 
 
Although the state’s share was changed in 1995 to reflect conditions relevant to that time period, 
the current rate of 25% has not kept pace with market conditions. In addition to changes over 
time, the static rate does not take into consideration variability across regions and land type.  
According to a market rent study, some regions have crop-share rates between 30-35%.   
The modifiers adopted in 1995 were intended to account for site specific conditions.  However, 
the conditions for which the modifiers discount the rental rate are also likely to have a negative 
impact on potential yield.  Therefore adverse production conditions represented by the modifiers 
are already accounted for in the rental calculation. 
 
In order to maximize the potential revenues from current agriculture assets and meet the short 
term objective of improved performance as outlined in the AMP, the Department requires 
flexibility in calculating appropriate rents.  Although the current single formula approach provides 
relative simplicity in application, it does not allow for consideration of both local/regional 
differences or for variation in the management approach across the asset class.  A more 
appropriate approach that is likely to create greater over-all equity to both endowment 
beneficiaries and lessees is to allow the Department to apply one of the three commonly used 
lease rent methodology, fixed cash, flexible cash or crop-share (see Attachment 3 for detailed 
descriptions) based on a variety of factors including regional norms, parcel size and 
characteristics, etc.   
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The proposed recommendation is to eliminate the use of modifiers (that are not standard 
applications in the industry), and adjust the state’s share to more appropriately reflect market 
rents with local/regional information.  If approved, these recommended changes will be applied to 
2012 rents.   
 
A comprehensive evaluation of agricultural parcels to determine the appropriate rent methodology 
will be incorporated into the uniform procedures beginning with leases expiring in 2012.  The 
determination of the most appropriate rent methodology will be based on parcel characteristics, 
water rights, and Department management control (i.e. access). 
 
Due to the number of variables used in calculating annual rental rates, it is difficult to determine 
the impact changes to the methodology will have on net revenue across the asset type.  Certainly 
eliminating modifiers from the current formula will increase rent.  However, the actual percentage 
and total increase will vary depending on modifiers formerly used, crops grown, type of land 
(irrigated or non-irrigated) and the state’s share percentage.  The intended outcomes of these 
changes are to bring current lease rates in-line with market rates and improve the financial 
performance of the asset class.   As a programmatic change, it is anticipated that the proposed 
changes will result in more appropriate and equitable rental rates for the endowment and lessees. 
 
RECOMMENDATION 
 
The Department recommends approval to: 

1. Remove modifiers, allowing adjustment of the state’s share to reflect market conditions. 
 

2. Apply any of the standard cropland lease rental methodologies common in the market 
place to calculate individual lease rents. 

 
BOARD ACTION 
 
A motion was made by Attorney General Wasden that the Board adopt the Department 
recommendation, two parts: 1) to remove the modifiers allowing adjustment of the state share to 
reflect market conditions; and 2) to apply any of the standard cropland lease rental methodologies 
common in the marketplace to calculate individual lease rents.  Secretary of State Ysursa 
seconded the motion.  The motion carried on a vote of 4-0. 
 
ATTACHMENTS  
 
1. Current Idaho Department of Lands Agricultural Rent Formula 
2. Common Lease Rent Structure Comparison 
3. Summary of Commonly used Lease Rate Formulas 
 
 

sterry
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LAND BOARD POLICY 
Idaho Department of Lands 

Grazing and Cropland, Endowment Leasing 

 

3. Conflicted Grazing Leases 
Attachments 

April 5, 1996 final minutes 

Summary: Land Board will reject all offers of additional compensation for a lease above the 
amount specified as the annual rental, except for premium bids per §58-310(b). 

April 13, 1999 approved memo 

Adopted process as outlined in the memo.  

  





LAND BOARD MEMORANDUM
for the

April 13, 1999 Regular Land Board Meeting
Regular Agenda

SUBJECT

Recent Idaho Supreme Court decisions concerning conflicted grazing leases.

DISCUSSION

On April 2, 1999, the Idaho Supreme Court issued Opinion Nos. 39 and 42 on the
appeals filed by Idaho Watersheds Project (IWP) concerning Land Board action on
grazing lease applications filed by IWP for 1995 and 1996 expiring grazing leases.
The Court ruled in favor of IWP in both cases and remanded the 1995 and 1996
grazing leases for which IWP was not allowed to bid to the Board for new auctions.

The court action affects six 1995 expiring leases and twenty 1996 expiring leases,
as identified in Attachment 3.

The Department recommends the following procedures be followed to implement
the Court’s decisions:

1. The current holders of 1995 and 1996 grazing leases for which IWP applied,
but was not allowed to bid, have been notified that their leases are
invalidated by the Court action by letter dated April 7, 1999 (Attachment 2).
Due to the length of time involved in the lease application and auction
process, these leaseholders will be provided the opportunity to sign a
Temporary Permit authorizing them to graze livestock on their respective
leased land for the 1 999 grazing season, pending completion of the lease
renewal and auction process. This will provide a continuous income flow to
the endowments during the application process.

2. All applicants for 1995 and 1996 expiring grazing leases for which IWP was
not allowed to bid will be provided an opportunity to submit new applications
to lease those parcels of state land. In accordance with standard lease
renewal procedures, the applications must be field with the ten dollar ($1000)
application fee and notice of the availability of these leases will also be
posted in the appropriate County Courthouses. A deadline of June 30, 1999
will be established to accept applications on these parcels.

3. In accordance with standard department procedures, all grazing lease
applicants will be provided with a copy the department resource assessment
for the subject state lands, and will be requited to submit a management

Idaho State Board of Land Commissioners - April 13, 1999
Conflicted Grazing Leases
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proposal that identifies how the subject parcel will be managed to address the
concerns identified in the assessment. This information will be considered by
the Board in its post-auction review, in accordance with current Board policy.

4. If more than one application is submitted for the same lease, an auction will
be held to determine who will pay the highest premium bid. Results of the
auctions will be presented to the Board for determination of who will be
awarded the new lease. The department anticipates that the auctions will be
completed and analysis of the management proposals will be ready for
review by the Board at the regular October 1999 meeting.

RECOMMENDATION

The department recommends that the Board adopt the proposed process, as
outlined in this memo, to implement the Supreme Court’s decision concerning the
1995 and 1996 conflicted grazing leases.

BOARDACTION APPROVED APR 1 3 1999

ATTACHMENTS

1. Letter to Current Lease Holders
2. Letter to IWP Legal Council
3. List of Affected Grazing Leases

BT:TB:md
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LAND BOARD POLICY 
Idaho Department of Lands 

Grazing and Cropland, Endowment Leasing 

 

4. Deficient Grazing Lease Applications 
Attachments 

January 28, 1975 final minutes and memo 

Summary: Mere omission of a signature on a lease is to be considered a minor deficiency 
capable of being cured. Application is to state that a year's annual rental must be sent and that 
the application must be signed. 

  









LAND BOARD POLICY 
Idaho Department of Lands 

Grazing and Cropland, Endowment Leasing 

 

5. Grazing Management Plans  
Attachments 

February 14, 1984 final minutes 

Summary: Board adopts grazing plan requirements. 

July 13, 1999 approved memo 

Required that a management plan be submitted prior to auction or they will not be reviewed. 
Requires management plans be sent to applicants when multiple applicants are involved. 

  













LAND BOARD POLICY 
Idaho Department of Lands 

Grazing and Cropland, Endowment Leasing 

 

6. Grazing Subleases 
Attachment 

April 1, 1998 final minutes 

Summary: The department will determine if lessee is a qualified bidder, pursuant to Code. 

  

















LAND BOARD POLICY 
Idaho Department of Lands 

Grazing and Cropland, Endowment Leasing 

 

7. Increase of Lease Fees 
Attachment 

July 17, 1970 final minutes 

Summary: Increase of lease fees during the term of the lease. (A clause in the lease states only 
that the rate cannot be changed during the year.) 

  





LAND BOARD POLICY 
Idaho Department of Lands 

Grazing and Cropland, Endowment Leasing 

 

8. Installment Payment Policy 
Attachment 

May 17, 1988 approved memo 

Summary: Allow rental extensions on cropland leases. Grant on a case-by-case basis on the 
showing of financial hardship by the lessee. As an extension of that policy on cropland leases, 
occasionally a lease extension has been granted to a cottage site lessee. They are considered in 
rare circumstances upon demonstration of financial hardship. Policy approved as long as the 
state collects a late payment and fee plus interest. 

  





LAND BOARD POLICY 
Idaho Department of Lands 

Grazing and Cropland, Endowment Leasing 

 

9. Vegetation Management Policy 
Attachment 

November 12, 1996 approved memo 

Summary: The specified management practices developed by the department shall require that 
the land be managed in a manner consistent with the achievement of the desired vegetive 
condition. The department, in cooperation with other agencies, shall monitor and evaluate the 
effectiveness of the specified management practices. 

  



N
STATE BOARD OF LAND COMMISSIONERS

1 November 12, 1996

SUBJECT.

Vegetation Management Policy -- This proposed policy was presented at the Octobermeeting of the State Board of Land Commissioners at the request of Governor Bail. Theissue was carried forward, at the request of the Governor so that any person ororganization could offer comments.

PROPOSED VEGETATION MANAGEMENT POLICY.

Idaho’s endowment lands include a diversity of land and vegetation types of varyingincome producing capability.

The State Board of Land Commissioners seeks to ensure the health and/orenhancement of vegetation and related resources on these lands, consistent withachieving the goal of the maximum long term return to the endowed institutions asrequired by the Idaho Constitution.

The development of site specific management plans that take into consideration thecurrent and desired condition of the vegetation resource will ensure the productivity ofendowment lands and the maximum long term return to the endowments.

The Idaho Department of Lands, in coordination with other agencies, shall assess thecurrent condition of the vegetation on all endowment lands, determine the desiredcondition, and propose specific management practices to achieve this condition. Theassessment of current condition will include an evaluation of all relevant factorscontributing to resource management problems or opportunities.In determining the desired condition of vegetation emphasis shall be placed on themanagement of an entire endowment parcel (which includes riparian areas andassociated uplands), rather than small discrete areas within the parcel.

State Board of Land Commissioners
Vegetation Management Policy
November 12, 1996
Page 1



Weeds, wildfires, and excessive erosion may cause economic loss to the endowments.( \ All vegetation management plans shall include provisions for: 1) the abatement or control( of noxious and invasive weeds; 2) decreasing the probability, recurrence, and severity\..Y of wildfires; and 3) control of excessive erosion.

The specified management practices developed by the Department of Lands shallrequire that the land be managed in a manner consistent with the achievement of thedesired vegetative condition. The Department of Lands, in cooperation with otheragencies, shall monitor and evaluate the effectiveness of the specified managementpractices.

Li

BOARD ACTION.
APPROVED NOV 1 2 1996

State Board of Land Commissioners
Vegetation Management Policy
November 12, 1996
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