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GALLATIN LAND CONSOLIDATION ACT OF 1998

SEPTEMBER 16, 1998.—Committed to the Committee of the Whole House on the
State of the Union and ordered to be printed

Mr. YOUNG of Alaska, from the Committee on Resources,
submitted the following

R E P O R T

[To accompany H.R. 3381]

[Including cost estimate of the Congressional Budget Office]

The Committee on Resources, to whom was referred the bill
(H.R. 3381) to direct the Secretary of Agriculture and the Secretary
of the Interior to exchange land and other assets with Big Sky
Lumber Co., having considered the same, report favorably thereon
with amendments and recommend that the bill as amended do
pass.

The amendments are as follows:
Strike out all after the enacting clause and insert in lieu thereof

the following:
SECTION 1. SHORT TITLE.

This Act may be cited as the ‘‘Gallatin Land Consolidation Act of 1998’’.
SEC. 2. FINDINGS.

Congress finds that—
(1) the land north of Yellowstone National Park possesses outstanding natu-

ral characteristics and wildlife habitats that make the land a valuable addition
to the National Forest System;

(2) it is in the interest of the United States to establish a logical and effective
ownership pattern for the Gallatin National Forest, reducing long-term costs for
taxpayers and increasing and improving public access to the forest;

(3) it is in the interest of the United States for the Secretary of Agriculture
to enter into an Option Agreement for the acquisition of land owned by Big Sky
Lumber Co. to accomplish the purposes of this Act;

(4) other private property owners are willing to enter into exchanges that fur-
ther improve the ownership pattern of the Gallatin National Forest; and

(5) BSL, acting in good faith, has shouldered many aspects of the financial
burden of the appraisal and subsequent option and exchange process.
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SEC. 3. DEFINITIONS.

In this Act:
(1) BLM LAND.—The term ‘‘BLM land’’ means approximately 2,000 acres of

Bureau of Land Management land (including all appurtenances to the land)
that is proposed to be acquired by BSL, as depicted in Exhibit B to the Option
Agreement.

(2) BSL.—The term ‘‘BSL’’ means Big Sky Lumber Co., an Oregon joint ven-
ture, and its successors and assigns, and any other entities having a property
interest in the BSL land.

(3) BSL LAND.—The term ‘‘BSL land’’ means approximately 54,000 acres of
land (including all appurtenances to the land except as provided in section
4(e)(1)(D)(i)) owned by BSL that is proposed to be acquired by the Secretary of
Agriculture, as depicted in Exhibit A to the Option Agreement.

(4) EASTSIDE NATIONAL FORESTS.—The term ‘‘Eastside National Forests’’
means national forests east of the Continental Divide in the State of Montana,
including the Beaverhead National Forest, Deerlodge National Forest, Helena
National Forest, Custer National Forest, and Lewis and Clark National Forest.

(5) NATIONAL FOREST SYSTEM LAND.—The term ‘‘National Forest System land’’
means approximately 29,000 acres of land (including all appurtenances to the
land) owned by the United States in the Gallatin National Forest, Flathead Na-
tional Forest, Deerlodge National Forest, Helena National Forest, Lolo National
Forest, and Lewis and Clark National Forest that is proposed to be acquired
by BSL, as depicted in Exhibit B to the Option Agreement.

(6) OPTION AGREEMENT.—The term ‘‘Option Agreement’’ means—
(A) the document signed by BSL, dated July 29, 1998, and entitled ‘‘Op-

tion Agreement for the Acquisition of Big Sky Lumber Co. Lands Pursuant
to the Gallatin Range Consolidation and Protection Act of 1993’’;

(B) the exhibits and maps attached to the document described in subpara-
graph (A); and

(C) a negotiated agreement to be entered into between the Secretary and
BSL and made part of the document described in subparagraph (A).

(7) SECRETARY.—The ‘‘Secretary’’ means the Secretary of Agriculture.
SEC. 4. GALLATIN LAND CONSOLIDATION COMPLETION.

(a) IN GENERAL.—Notwithstanding any other provision of law, and subject to the
terms and conditions of the Option Agreement—

(1) if BSL offers title acceptable to the Secretary to the BSL land—
(A) the Secretary shall accept a warranty deed to the BSL land and a

quit claim deed to agreed to mineral interests in the BSL land;
(B) the Secretary shall convey to BSL, subject to valid existing rights and

to other terms, conditions, reservations, and exceptions as may be agreed
to by the Secretary and BSL, fee title to the National Forest System land;
and

(C) the Secretary of the Interior shall convey to BSL, by patent or other-
wise, subject to valid existing rights and other terms, conditions, reserva-
tions, and exceptions as may be agreed to by the Secretary of the Interior
and BSL, fee title to the BLM land;

(2) if BSL places title in escrow acceptable to the Secretary to 111⁄2 sections
of the BSL land in the Taylor Fork area as set forth in the Option Agreement—

(A) the Secretary shall place Federal land in the Bangtail and Doe Creek
areas of the Gallatin National Forest, as identified in the Option Agree-
ment, in escrow pending conveyance to the Secretary of the Taylor Fork
land, as identified in the Option Agreement in escrow;

(B) the Secretary, subject to the availability of funds, shall purchase 71⁄2
sections of BSL land in the Taylor Fork area held in escrow and identified
in the Option Agreement at a purchase price of $4,150,000 plus interest at
a rate acceptable to the Secretary; and

(C) the Secretary shall acquire the 4 Taylor Fork sections identified in
the Option Agreement remaining in escrow, and any of the 6 sections re-
ferred to in subparagraph (B) for which funds are not available, by provid-
ing BSL with timber sale receipts from timber sales on the Gallatin Na-
tional Forest and other eastside national forests in the State of Montana
in accordance with subsection (c); and

(3)(A) as funds or timber sale receipts are received by BSL—
(i) the deeds to an equivalent value of BSL Taylor Fork land held in

escrow shall be released and conveyed to the Secretary; and
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(ii) the escrow of deeds to an equivalent value of Federal land shall
be released to the Secretary in accordance with the terms of the Option
Agreement; or

(B) if funds or timber sale receipts are not provided to BSL as provided
in the Option Agreement, BSL shall be entitled to receive patents and
deeds to an equivalent value of the Federal land held in escrow.

(b) VALUATION.—
(1) IN GENERAL.—The property and other assets exchanged or conveyed by

BSL and the United States under subsection (a) shall be approximately equal
in value, as determined by the Secretary.

(2) DIFFERENCE IN VALUE.—To the extent that the property and other assets
exchanged or conveyed by BSL or the United States under subsection (a) are
not approximately equal in value, as determined by the Secretary, the values
shall be equalized in accordance with methods identified in the Option Agree-
ment.

(c) TIMBER SALE PROGRAM.—
(1) IN GENERAL.—The Secretary shall implement a timber sale program, ac-

cording to the terms and conditions identified in the Option Agreement and sub-
ject to compliance with applicable environmental laws, judicial decisions, and
acts beyond the control of the Secretary, to generate sufficient timber receipts
to purchase the portions of the BSL land in Taylor Fork identified in the Option
Agreement.

(2) IMPLEMENTATION.—In implementing the timber sale program—
(A) the Secretary shall provide BSL with a proposed annual schedule of

timber sales;
(B) as set forth in the Option Agreement, receipts generated from the

timber sale program shall be deposited by the Secretary in a special ac-
count established by the Secretary and paid by the Secretary to BSL;

(C) receipts from the Gallatin National Forest shall not be subject to the
Act of May 23, 1908 (16 U.S.C. 500); and

(D) the Secretary shall fund the timber sale program at levels determined
by the Secretary to be commensurate with the preparation and administra-
tion of the identified timber sale program.

(d) RIGHTS-OF-WAY.—As specified in the Option Agreement—
(1) the Secretary, under the authority of the Federal Land Policy and Man-

agement Act of 1976 (43 U.S.C. 1701 et seq.), shall convey to BSL such ease-
ments in or other rights-of-way over National Forest System land for access to
the land acquired by BSL under this Act for all lawful purposes; and

(2) BSL shall convey to the United States such easements in or other rights-
of-way over land owned by BSL for all lawful purposes, as may be agreed to
by the Secretary and BSL.

(e) QUALITY OF TITLE.—
(1) DETERMINATION.—The Secretary shall review the title for the BSL land

described in subsection (a) and, within 45 days after receipt of all applicable
title documents from BSL, determine whether—

(A) the applicable title standards for Federal land acquisition have been
satisfied and the quality of the title is otherwise acceptable to the Secretary
of Agriculture;

(B) all draft conveyances and closing documents have been received and
approved;

(C) a current title commitment verifying compliance with applicable title
standards has been issued to the Secretary; and

(D) the title includes both the surface and subsurface estates without res-
ervation or exception (except as specifically provided in this Act), includ-
ing—

(i) minerals, mineral rights, and mineral interests (including severed
oil and gas surface rights), subject to and excepting other outstanding
or reserved oil and gas rights;

(ii) timber, timber rights, and timber interests (except those reserved
subject to section 251.14 of title 36, Code of Federal Regulations, by
BSL and agreed to by the Secretary);

(iii) water, water rights, ditch, and ditch rights;
(iv) geothermal rights; and
(v) any other interest in the property.

(2) CONVEYANCE OF TITLE.—
(A) IN GENERAL.—If the quality of title does not meet Federal standards

or is otherwise determined to be unacceptable to the Secretary of Agri-
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culture, the Secretary shall advise BSL regarding corrective actions nec-
essary to make an affirmative determination under paragraph (1).

(B) TITLE TO SUBSURFACE ESTATE.—Title to the subsurface estate shall be
conveyed by BSL to the Secretary in the same form and content as that es-
tate is received by BSL from Burlington Resources Oil & Gas Company Inc.
and Glacier Park Company.

(f) TIMING OF IMPLEMENTATION.—
(1) LAND-FOR-LAND EXCHANGE.—The Secretary shall accept the conveyance of

land described in subsection (a) not later than 45 days after the Secretary has
made an affirmative determination of quality of title.

(2) LAND-FOR-TIMBER SALE RECEIPT EXCHANGE.—As provided in subsection (c)
and the Option Agreement, the Secretary shall make timber receipts described
in subsection (a)(3) available not later than December 31 of the fifth full cal-
endar year that begins after the date of enactment of this Act.

(3) PURCHASE.—The Secretary shall complete the purchase of BSL land under
subsection (a)(2)(B) not later than 30 days after the date on which funds are
made available for such purchase and an affirmative determination of quality
of title is made with respect to the BSL land.

SEC. 5. OTHER FACILITATED EXCHANGES.

(a) AUTHORIZED EXCHANGES.—
(1) IN GENERAL.—The Secretary shall enter into the following land exchanges

if the landowners are willing:
(A) Wapiti land exchange, as outlined in the documents entitled ‘‘Non-

Federal Lands in Facilitated Exchanges’’ and ‘‘Federal Lands in Facilitated
Exchanges’’ and dated July 1998.

(B) Eightmile/West Pine land exchange as outlined in the documents enti-
tled ‘‘Non-Federal Lands in Facilitated Exchanges’’ and ‘‘Federal Lands in
Facilitated Exchanges’’ and dated July 1998.

(2) EQUAL VALUE.—Before entering into an exchange under paragraph (1), the
Secretary shall determine that the parcels of land to be exchanged are of ap-
proximately equal value, based on an appraisal.

(b) SECTION 1 OF THE TAYLOR FORK LAND.—
(1) IN GENERAL.—The Secretary is encouraged to pursue a land exchange with

the owner of section 1 of the Taylor Fork land after completing a full public
process and an appraisal.

(2) REPORT.—The Secretary shall report to Congress on the implementation
of paragraph (1) not later than 180 days after the date of enactment of this Act.

SEC. 6. GENERAL PROVISIONS.

(a) MINOR CORRECTIONS.—
(1) IN GENERAL.—The Option Agreement shall be subject to such minor cor-

rections and supplemental provisions as may be agreed to by the Secretary and
BSL.

(2) NOTIFICATION.—The Secretary shall notify the Committee on Energy and
Natural Resources of the Senate, the Committee on Resources of the House of
Representatives, and each member of the Montana congressional delegation of
any changes made under this subsection.

(3) BOUNDARY ADJUSTMENT.—
(A) IN GENERAL.—The boundary of the Gallatin National Forest is ad-

justed in the Wineglass and North Bridger area, as described on maps
dated July 1998, upon completion of the conveyances.

(B) NO LIMITATION.—Nothing in this subsection limits the authority of
the Secretary to adjust the boundary pursuant to section 11 of the Act of
March 1, 1911 (commonly known as the ‘‘Weeks Act’’) (16 U.S.C. 521).

(C) ALLOCATION OF LAND AND WATER CONSERVATION FUND MONEYS.—For
the purposes of section 7 of the Land and Water Conservation Fund Act of
1965 (16 U.S.C. 460l–9), boundaries of the Gallatin National Forest shall
be considered to be the boundaries of the National Forest as of January 1,
1965.

(b) PUBLIC AVAILABILITY.—The Option Agreement—
(1) shall be on file and available for public inspection in the office of the Su-

pervisor of the Gallatin National Forest; and
(2) shall be filed with the county clerk of each of Gallatin County, Park Coun-

ty, Madison County, Granite County, Broadwater County, Meagher County,
Flathead County, and Missoula County, Montana.

(c) COMPLIANCE WITH OPTION AGREEMENT.—The Secretary, the Secretary of the
Interior, and BSL shall comply with the terms and conditions of the Option Agree-
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ment except to the extent that any provision of the Option Agreement conflicts with
this Act.

(d) CONVEYANCE OF TIMBER.—After completion of the land-for-land exchange
under section 4(a)(1), the Secretary shall convey to BSL 1,000,000 board feet of tim-
ber from roaded land in the Gallatin National Forest, which—

(1) shall be treated as reserved timber under section 251.14 of title 36, Code
of Federal Regulations; and

(2) shall not be considered as part of the appraisal value of land exchanged
under this Act.

(e) STATUS OF LAND.—All land conveyed to the United States under this Act shall
be added to and administered as part of the Gallatin National Forest and Deerlodge
National Forest, as appropriate, in accordance with the Act of March 1, 1911 (5
U.S.C. 515 et seq.), and other laws (including regulations) pertaining to the National
Forest System.

(f) MANAGEMENT.—
(1) PUBLIC PROCESS.—Not later than 30 days after the date of completion of

the land-for-land exchange under section 4(f)(1), the Secretary shall initiate a
public process to amend the Gallatin National Forest Plan and the Deerlodge
National Forest Plan to integrate the acquired land into the plans.

(2) PROCESS TIME.—The amendment process under paragraph (1) shall be
completed as soon as practicable, and in no event later than 540 days after the
date on which the amendment process is initiated.

(3) LIMITATION.—An amended management plan shall not permit surface oc-
cupancy on the acquired land for access to reserved or outstanding oil and gas
rights or for exploration or development of oil and gas.

(4) INTERIM MANAGEMENT.—Pending completion of the forest plan amendment
process under paragraph (1), the Secretary shall—

(A) manage the acquired land under the standards and guidelines in the
applicable land and resource management plans for adjacent land managed
by the Forest Service; and

(B) maintain all existing public access to the acquired land.
(g) RESTORATION.—

(1) IN GENERAL.—The Secretary shall implement a restoration program in-
cluding reforestation and watershed enhancements to bring the acquired land
and surrounding national forest land into compliance with Forest Service stand-
ards and guidelines.

(2) STATE AND LOCAL CONSERVATION CORPS.—In implementing the restoration
program, the Secretary shall, when practicable, use partnerships with State and
local conservation corps, including the Montana Conservation Corps, under the
Public Lands Corps Act of 1993 (16 U.S.C. 1721 et seq.).

(h) IMPLEMENTATION.—The Secretary of Agriculture shall ensure that sufficient
funds are made available to the Gallatin National Forest to carry out this Act.

(i) REVOCATIONS.—Notwithstanding any other provision of law, any public orders
withdrawing lands identified in the Option Agreement from all forms of appropria-
tion under the public land laws are revoked upon conveyance of the lands by the
Secretary.
SEC. 7. AUTHORIZATION OF APPROPRIATIONS.

There are authorized to be appropriated such sums as are necessary to carry out
this Act.

Amend the title so as to read:
A bill to direct the Secretary of Agriculture and the Secretary of the Interior to

exchange land and other assets with Big Sky Lumber Co. and other entities.

PURPOSE OF THE BILL

The purpose of H.R. 3381 is to direct the Secretary of Agriculture
and the Secretary of the Interior to exchange land and other assets
with Big Sky Lumber Company.

BACKGROUND AND NEED FOR LEGISLATION

H.R. 3381, the Gallatin Land Consolidation Act of 1998, provides
for the exchange of land and other assets including certain timber
harvest rights by the Secretaries of Agriculture and the Interior
with the Big Sky Lumber Company (BSL) for inclusion in the Gal-
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latin National Forest and Deerlodge National Forest, Montana, in
accordance with an agreement entered into by the parties on July
29, 1998.

H.R. 3381 is the companion to S. 1719 introduced by Senator
Max Baucus (D–MT) and Senator Conrad Burns (R–MT). This ex-
change, supported by the entire Montana Congressional delegation,
will consummate the Gallatin Consolidation Act passed in 1993.
The exchange involves trading federal lands, federal timber, timber
sales receipts and cash for approximately 54,000 acres of BSL
lands. The federal government will acquire the Taylor Fork Lands,
the ‘‘Gallatin Roaded Lands,’’ and lands in the North Bridger
mountains, among other parcels currently owned by BSL. In re-
turn, BSL will acquire 31,000 acres of federal lands in six national
forests, as well as timber and cash. The land exchange under H.R.
3381 would consolidate the current checkerboard pattern of federal
and private ownership in the area, which can reduce administra-
tive costs, particularly for fire suppression and right-of-way ease-
ments.

In addition, the bill authorizes the Secretary of Agriculture to
enter into two land exchanges in the Gallatin National Forest if the
private landowners are willing.

COMMITTEE ACTION

H.R. 3381 was introduced on March 5, 1998, by Congressman
Rick Hill (R–MT). The bill was referred to the Committee on Re-
sources, and additionally to the Committee on Agriculture. Within
the Committee on Resources, the bill was referred to the Sub-
committee on Forests and Forest Health. On March 24, 1998, the
Subcommittee held a hearing on H.R. 3381, where Administration
testified in support of the objectives of H.R. 3381 with reservation.
On April 23, 1998, the Subcommittee met to mark up H.R. 3381.
No amendments were offered and the bill was ordered favorably re-
ported to the Full Committee by voice vote. On August 5, 1998, the
Full Resources Committee met to consider H.R. 3381. An amend-
ment in the nature of a substitute was offered by Congressman Hill
to conform the bill to the July 29, 1998, option agreement between
the parties and to reflect language adopted by the Senate to a com-
panion bill (S. 1719). The amendment was adopted by voice vote.
The bill as amended was then ordered favorably reported to the
House of Representatives by voice vote.

COMMITTEE OVERSIGHT FINDINGS AND RECOMMENDATIONS

With respect to the requirements of clause 2(l)(3) of rule XI of
the Rules of the House of Representatives, and clause 2(b)(1) of
rule X of the Rules of the House of Representatives, the Committee
on Resources’ oversight findings and recommendations are reflected
in the body of this report.

CONSTITUTIONAL AUTHORITY STATEMENT

Article I, section 8 and Article IV, section 3, of the Constitution
of the United States grant Congress the authority to enact H.R.
3381.
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COST OF THE LEGISLATION

Clause 7(a) of rule XIII of the Rules of the House of Representa-
tives requires an estimate and a comparison by the Committee of
the costs which would be incurred in carrying out H.R. 3381. How-
ever, clause 7(d) of that rule provides that this requirement does
not apply when the Committee has included in its report a timely
submitted cost estimate of the bill prepared by the Director of the
Congressional Budget Office under section 403 of the Congressional
Budget Act of 1974.

COMPLIANCE WITH HOUSE RULE XI

1. With respect to the requirement of clause 2(l)(3)(B) of rule XI
of the Rules of the House of Representatives and section 308(a) of
the Congressional Budget Act of 1974, H.R. 3381 does not contain
any new budget authority, spending authority, credit authority, or
an increase or decrease in revenues or tax expenditures. According
to the Congressional Budget Office, enactment of H.R. 3381 would
affect offsetting receipts because of provisions affecting the amount
of timber harvested in federal lands, restrictions on receipts allo-
cated to mandatory trust funds and reduced payments to Montana
from certain federal timber receipts. However, the Congressional
Budget Office estimates that these provisions would have no sig-
nificant effect (less than $1 million total) on direct spending for the
1999–2003 time period.

2. With respect to the requirement of clause 2(l)(3)(D) of rule XI
of the Rules of the House of Representatives, the Committee has
received no report of oversight findings and recommendations from
the Committee on Government Reform and Oversight on the sub-
ject of H.R. 3381.

3. With respect to the requirement of clause 2(l)(3)(C) of rule XI
of the Rules of the House of Representatives and section 403 of the
Congressional Budget Act of 1974, the Committee has received the
following cost estimate for H.R. 3381 from the Director of the Con-
gressional Budget Office.

CONGRESSIONAL BUDGET OFFICE COST ESTIMATE

U.S. CONGRESS,
CONGRESSIONAL BUDGET OFFICE,
Washington, DC, September 11, 1998.

Hon. DON YOUNG,
Chairman, Committee on Resources,
House of Representatives, Washington, DC.

DEAR MR. CHAIRMAN: The Congressional Budget Office has pre-
pared the enclosed cost estimate for H.R. 3381, the Gallatin Land
Consolidation Act of 1998.

If you wish further details on this estimate, we will be pleased
to provide them. The CBO staff contacts are Victoria V. Heid (for
federal costs), and Marjorie Miller (for the state and local impact).

Sincerely,
JUNE E. O’NEILL, Director.

Enclosure.
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H.R. 3381—Gallatin Land Consolidation Act of 1998
Summary: H.R. 3381 would facilitate an exchange of assets be-

tween the federal government and several private parties involving
land and timber in the state of Montana, federal timber receipts,
and other federal cash payments.

CBO estimates that implementing H.R. 3381 would increase dis-
cretionary outlays by about $9 million over the 1999–2003 period,
assuming appropriation of the necessary amounts. Because enact-
ing H.R. 3381 would affect direct spending (including offsetting re-
ceipts), pay-as-you-go procedures would apply to the bill; however,
CBO estimates no significant effect on direct spending over the
1999–2003 period.

H.R. 3381 contains no intergovernmental or private-sector man-
dates as defined in the Unfunded Mandates Reform Act (UMRA).
As a result of the authorized exchange, however, the state of Mon-
tana would lose certain federal payments over the 1999–2003 pe-
riod.

Description of the bill’s major provisions; H.R. 3381 provides for
an exchange of assets between the federal government and several
private parties. According to the Forest Service, the agency has
general authority under current law to complete such exchanges.
However, H.R. 3381 would:

direct the Secretary of Agriculture to complete these specific
exchanges;

wavie the requirement to comply with certain environmental
laws with regard to certain land to be exchanged;

restrict the mandatory trust fund allocations that could be
deducted from certain timber receipts; and

reduce payments to the state of Montana from certain re-
ceipts from the sale of timber from the Gallatin National For-
est otherwise mandated under current law.

Exchange with Big Sky Lumber Company
H.R. 3381 would authorize an exchange of assets between the

federal government and Big Sky Lumber Company (BSL) involving
land, timber, federal timber receipts, and other cash payments. The
land and timber that would be exchanged are located in the state
of Montana. The terms and conditions of the proposed exchange
would be governed by an option agreement dated July 29, 1998,
subject to minor corrections and supplemental provisions if mutu-
ally agreed to by the Secretary of Agriculture and BSL.

Under the proposed exchange, BSL would offer to convey to the
federal government approximately 54,000 acres, including land in
the Taylor Fork Area. In exchange, the Secretary would be re-
quired to convey to BSL about 31,000 acres of federal land and
cash payments of almost $9 million from a combination of federal
timber receipts and appropriated funds. The bill requires that the
receipts from federal timber harvests be made available to BSL no
later than the end of the fifth full calendar year after enactment.

H.R. 3381 would specify a process for federal acquisition of some
of BSL’s Taylor Fork lands. Those lands comprise about 7,360 acres
out of the approximately 54,000 total acres to be conveyed by BSL
to the Secretary. The bill provides that if BSL places in escrow title
to 11.5 sections (a section consists of 640 acres) of BSL land in the
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Taylor Fork area that is acceptable to the Secretary, the Secretary
would be required to place in escrow title to four sections of federal
land within the Gallatin National Forest.

Of the BSL’s Taylor Fork land in escrow, the bill would direct
the Secretary to purchase 7.5 sections for about $4 million using
appropriated funds. The option agreement provides that any pay-
ments made after closing or December 15, 1998, whichever is later,
shall include an interest payment. Discretionary outlays for Taylor
Fork lands could not exceed $6.5 million.

The bill would direct the Secretary to purchase the other four
sections using federal timber receipts from certain national forests
in Montana. The option agreement specifies that the amount of
payments from timber receipts would be $4.5 million. H.R. 3381
would direct the Secretary to implement a timber sale program in
the Gallatin National Forest, and potentially other national forests
in Montana, to generate sufficient timber receipts to purchase some
of BSL’s Taylor Fork land. Timber receipts from the sales in the
Gallatin National Forest dedicated to completing the exchange with
BSL would not be subject to the normal process of sharing 25 per-
cent of the receipts with Montana.

H.R. 3381 further provides that if appropriations are not avail-
able to purchase the BSL’s Taylor Fork land put in escrow under
the bill, the Secretary would be authorized to use timber receipts
to acquire those lands. Therefore, the Secretary could purchase all
of BSL’s Taylor Fork land using receipts from federal timber har-
vests. If the Forest Service fails to generate sufficient timber re-
ceipts within five years to complete the exchanges, the bill would
entitle BSL to receive the escrowed federal land and allow the ex-
change to be completed on a land-for-land basis.

If the land, timber, and other assets exchanged by BSL and the
United States are not approximately equal in value, as determined
by the Secretary, the bill would permit the values to be equalized
using one or more of several methods: additional federal appropria-
tions or federal timber receipts to acquire BSL’s Taylor Fork land,
sale of Taylor Fork land to conservation groups, conveyance of ad-
ditional federal land identified by the Forest Service, reservation of
timber of BSL’s Gallatin lands that currently have roads, with-
drawal of BSL parcels from the land to be conveyed to the federal
government (except for the Taylor Fork lands), and use of other
public or private funds.

Other land exchanges
H.R. 3381 would direct the Secretary of Agriculture to enter into

two land exchanges in the Gallatin National Forest if the private
landowners are willing. The Wapiti land exchange would involve
the conveyance of about 247 acres of federal land in exchange for
about 320 acres of nonfederal land. The Eightmile/West Pine land
exchange would involve the conveyance of about 644 acres of fed-
eral land in exchange for about 640 acres of nonfederal land.

In addition, H.R. 3381 would encourage the Secretary to pursue
a land exchange with the owner of section 1 of the Taylor Fork
land, and would require the Secretary to report to the Congress on
implementation of that exchange.



10

Estimated cost to the Federal Government: The estimated budg-
etary impact of H.R. 3381 is shown in the following table. The costs
of this legislation fall within budget functions 300 (natural re-
sources and the environment) and 800 (general government).

By fiscal years, in millions of dollars—

1998 1999 2000 2001 2002 2003

SPENDING SUBJECT TO APPROPRIATION
Spending Under Current Law:

Budget Authority1 ...................................................... 4 0 0 0 0 0
Estimated Outlays ..................................................... 0 4 0 0 0 0

Proposed Changes:
Estimated Authorization Level .................................. 0 8 1 0 0 0
Estimated Outlays ..................................................... 0 2 2 2 2 1

Spending Under H.R. 3381:
Estimated Authorization Level1 ................................. 4 8 1 0 0 0
Estimated Outlays ..................................................... 0 6 2 2 2 1

CHANGES IN DIRECT SPENDING
Estimated Budget Authority ............................................... 0 (2) (2) (2) (2) (2)
Estimated Outlays .............................................................. 0 (2) (2) (2) (2) (2)

1 The 1998 level is the amount appropriated for that year.
2 Less than $500,000.

Basis of estimate

Spending subject to appropriation
CBO estimates that implementing H.R. 3381 would cost about $9

million over the 1999–2003 period, subject to appropriation of the
necessary amounts.

Restoration of land to be acquired. H.R. 3381 would require the
Secretary of Agriculture to make reforestation and watershed en-
hancements on land acquired in the exchange, some of which has
already been harvested. The Forest Service estimates that costs for
such restoration work would total about $7 million over the next
five years. This restoration work would not be necessary in the ab-
sence of the proposed exchange.

Timber program on the Gallatin National Forest. H.R. 3381
would require the Secretary to provide sufficient funds to the Gal-
latin National Forest to implement the bill, including operating a
timber program that would generate the necessary timber receipts
to complete the exchange. Based on information from the Forest
Service, in the absence of this proposed exchange the Gallatin Na-
tional Forest would operate a timber program of about 5 million
board feet per year (excluding timber harvested for personal use).
If this proposed exchange were implemented, the Forest Service
would roughly double the timber program in the Gallatin Forest
during fiscal years 1999 and 2000. As a result, discretionary out-
lays to operate the timber sale program in the Gallatin also would
increase.

The Department of the Interior and Related Agencies Appropria-
tions Act, 1999 (S. 2237), as approved by the Senate Committee on
Appropriations, would provide about $700,000 of budget authority
for the Gallatin National Forest to implement the larger timber
program that would be necessary to complete the exchange with
BSL. CBO estimates that an additional appropriation of the same
amount also would be required in fiscal year 2000.
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Amending forest plans. The bill would provide for a public proc-
ess to amend the forest plans for the Gallatin and Deerlodge Na-
tional Forests to integrate the acquired lands, and it would require
that the amended plans prohibit surface occupancy of the acquired
lands for exploring or developing oil or gas. The Forest Service esti-
mates that discretionary costs to amend the plans would total
about $120,000 in fiscal year 1999.

Acquiring certain of BSL’s Taylor Fork lands. The bill would di-
rect the Secretary to purchase about 4,800 acres of BSL’s Taylor
Fork land for about $4 million, using appropriated funds. The op-
tion agreement provides that any payments made after closing or
December 15, 1998, include an interest payment. The option agree-
ment would set the maximum amount of such discretionary outlays
for Taylor Fork lands at $6.5 million.

The fiscal year 1998 appropriation for Forest Service land acqui-
sitions included about $1.5 million for land acquisition in the Gal-
latin National Forest. The Forest Service has requested permission
to allocate another $2.5 million of the fiscal year 1998 appropria-
tion for acquisition in the Greater Yellowstone area. Assuming that
$4 million of the fiscal year 1998 appropriation is made available
for this BSL exchange, funds would be available before December
15, 1998, and no additional appropriations for land acquisition
would be required to purchase this Taylor Fork acreage. However,
if land acquisition funds are not allocated to this purpose, if the
Forest Service cannot generate sufficient timber receipts to com-
plete the exchange with GSL, or if the option agreement is amend-
ed to provide for further purchases of BSL land using discretionary
funds, additional appropriations would be required.

Other potential effects on discretionary spending. As discussed
below, H.R. 3381 would dedicate to BSL a portion of the federal
timber receipts that under current law would be deducted from
gross receipts and spent out of mandatory trust funds. Such ex-
penditures are typically for reforestation and wildlife projects,
preparation for sales of salvage timber, and overhead costs. De-
pending on how the Forest Service chooses to manage the area, cer-
tain projects and related indirect costs could be eliminated. Over-
head costs could be paid for out of other timber sales, or paid for
from additional discretionary funding, subject to appropriation ac-
tion. However, the Forest Service does not expect to request addi-
tional appropriations related to the change in allowable deductions
from the timber receipts dedicated to the BSL exchange. For pur-
poses of this estimate, CBO assumes that the agency would elimi-
nate projects other than essential reforestation and cover any other
overhead costs using existing funds, so that there would be no net
effect on either discretionary or direct spending from changes in
forest management and related activities. In other words, based on
information from the Forest Service, CBO expects that the new ac-
tivities required by H.R. 3381 will be paid for by reducing costs for
other activities—specifically, by completing fewer projects else-
where on the affected Forest Service lands.

The land exchange under H.R. 3381 would consolidate the cur-
rent checkerboard pattern of federal and private land ownership in
the area. The consolidation could reduce costs to administer the
area, particularly for fire suppression and right-of-way easements.
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Any overall decrease in discretionary spending would depend on
how the Forest Service uses appropriated funds and on future ap-
propriation action by the Congress. But CBO estimates that no sig-
nificant overall change in spending for general management activi-
ties would result from this consolidation.

Direct spending (including offsetting receipts)
H.R. 3381 would affect direct spending (including offsetting re-

ceipts) because of provisions affecting the amount of timber har-
vested on federal land, restrictions on receipts allocated to manda-
tory trust funds, and reduced payments to Montana from certain
federal timber receipts. CBO estimates that these changes would
have no significant effect on direct spending over the 1999–2003
period.

Federal timber harvests. According to the Forest Service, the fed-
eral land that would be conveyed to BSL and other private parties
under H.R. 3381 includes about 45 million board feet that, under
current law, would likely be harvested over the next 20 years. It
is unlikely that any of the timber on the land that would be ac-
quired from BSL would be harvested by the Forest Service, at least
over the next ten years. Therefore, enacting H.R. 3381 would re-
duce the volume of timber harvested on federal land over the next
ten years. We estimate that the reduction in offsetting receipts
from this forgone timber harvest would total roughly $2 million
over the 1999–2003 period.

This change would have little net effect on direct spending be-
cause such harvests typically do not result in net income to the
Treasury. That is, most or all such collections are spent, resulting
in little or no net budgetary impact. In fact, according to the Forest
Service, timber sales on the Gallatin National Forest and other na-
tional forests in Montana often result in small net costs to the
Treasury under current law. Virtually all timber receipts are avail-
able to the Forest Service and allocated to mandatory trust funds,
such as the Knutson-Vandenberg reforestation trust fund, out of
which the agency can spend any deposited receipts without further
appropriation. In addition to such spending, and amount equal to
25 percent of gross receipts is paid to Montana and another 10 per-
cent is allocated to the Roads and Trails Fund. The result is often
no net receipts to the Treasury. Thus, transferring federal land
with timber to BSL would probably have no significant net effect
on direct spending over the 1999–2003 period.

Net receipts paid to BSL. H.R. 3381 provides that $4.5 million in
net receipts from federal timber harvests be paid to BSL to com-
plete a portion of the exchange. The option agreement identifies
timber in the Gallatin National Forest that could be used to com-
plete the exchange, and the bill would allow timber harvests in cer-
tain other national forests in Montana to be used as well. The net
effect on direct spending would be less than $1 million, however,
because the payments to BSL would be offset by a combination of
increased federal receipts from more timber sales and a reduction
in Forest Service direct spending by eliminating certain projects
that otherwise would be completed under current law.

The bill would effectively dedicate to BSL that portion of federal
timber receipts from the Gallatin National Forest that the Forest
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Service would, under current law, allocate to mandatory trust
funds and spend for items other than essential planting. According
to the Forest Service, virtually all timber receipts in the Gallatin
National Forest are currently allocated to and later spent from
mandatory trust funds, whereas under H.R. 3381, between 10 per-
cent and 20 percent of these timber receipts would be set aside for
essential planting. The remainder would be used to pay BSL.

The projects other than essential planting that would be con-
ducted under current law might be eliminated, paid for from other
timber sales, or paid for out of additional appropriations, depending
on how the Forest Service chooses to manage the area. In any case,
the reduction in direct spending from mandatory trust funds would
be offset by the payments to BSL to complete the exchange.

H.R. 3381 would reduce direct spending slightly because it pro-
vides that no 25-percent payments be made to Montana based on
timber harvested from the Gallatin National Forest and dedicated
to the BSL exchange. The amount of forgone payments to the state
would be no more than $250,000 for each fiscal year. CBO esti-
mates the net effect on direct spending of enacting H.R. 3381 would
total less than $1 million over the 1999–2003 period.

H.R. 3381 would allow BSL to retain one million board feet of
timber on the land BSL would convey the federal government. This
provision would not affect direct spending because the federal gov-
ernment would not harvest his privately owned timber under cur-
rent law in any case.

Pay-as-you-go considerations: The Balanced Budget and Emer-
gency Deficit Control Act sets up pay-as-you-go procedures for leg-
islation affecting direct spending or receipts. CBO estimates that
the net change in direct spending would total less than $1 million
over the 1999–2003 period and would be less than $500,000 each
year. The bill would not affect governmental receipts.

Estimated impact on State, local, and tribal governments: H.R.
3381 contains no intergovernmental mandates as defined in
UMRA. The bill would, however, reduce payments to the state of
Montana that are based on timber sales within the state. CBO esti-
mates that the state would lose payments totaling roughly $1 mil-
lion over the 1999–2003 period. This loss would be partially offset
by an increase in payments in lieu of taxes (PILT) made to the af-
fected Montana counties. Enactment of this bill would not, in itself,
result in an overall increase in PILT, but rather would increase the
share of these payments going to the affected Montana counties.
PILT is a discretionary program and the actual amount of PILT re-
ceived by these counties, as well as other jurisdictions, will depend
on the total amount appropriated by the Congress each year.

Under current law, states generally receive an amount equal to
25 percent of timber harvest receipts from national forests within
their borders. These receipts are to be used to benefit the counties
in which the forests are located. Enactment of H.R. 3381 would re-
duce payments to Montana both because national forest system
lands would be transferred to private ownership and because the
state would receive no payments from the harvests on the Gallatin
National Forest dedicated to compensating BSL. The formula used
to determine each county’s share of PILT takes into account other
federal payments benefitting those counties. As a result, the re-
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duced payments from timber harvests would trigger an increase in
PILT received by the affected counties.

Estimated impact on the private sector: This bill would impose
no new private-sector mandates as defined in UMRA.

Comparison with other estimates: On July 28, 1998, the Forest
Service completed an appraisal of the lands to be exchanged with
BSL. Based on that appraisal, the value of the federal lands to be
conveyed to BSL is a little less than $35 million. The cash pay-
ments of a little less than $9 million bring the total value of the
assets to be conveyed to BSL to a little more than $43 million. The
value of the BSL lands that would be conveyed to the federal gov-
ernment is about $44 million. According to the Forest Service, the
difference of about $700,000 is equalized by the provision in the op-
tion Agreement allowing BSL to reserve timber on BSL’s land in
the Gallatin Roaded Area that would be conveyed to the federal
government.

According to the Forest Service, the value of the lands to be ex-
changed in the Wapiti and Eightmile/West Pine land exchanges is
approximately equal, with both the federal land and the private
land that would be exchanged valued at about $2 million.

Because the federal budget is on a cash basis, the budgetary im-
pact of the proposed exchange is measured by its effect on the gov-
ernment’s cash flow, such as changes in offsetting receipts from
timber harvesting and associated mandatory payments to states
and other spending, discussed above.

Previous CBO estimate: On September 11, 1998, CBO prepared
a cost estimate for S. 1719, the Gallatin Land Consolidation Act of
1998, as ordered reported by the Senate Committee on Energy and
Natural Resources on July 29, 1998. The two bills are identical, as
are the estimates.

Estimate prepared by: Federal Costs: Victoria V. Heid. Impact on
State, Local, and Tribal Governments: Marjorie Miller.

Estimate approved by: Robert A. Sunshine, Deputy Assistant Di-
rector for Budget Analysis.

COMPLIANCE WITH PUBLIC LAW 104–4

H.R. 3381 contains no unfunded mandates.

CHANGES IN EXISTING LAW

If enacted, H.R. 3381 would make no changes in existing law.
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A P P E N D I X

U.S. HOUSE OF REPRESENTATIVES,
COMMITTEE ON AGRICULTURE,

Washington, DC, September 15, 1998.
Hon. DON YOUNG,
Chairman, Committee on Resources, Longworth House Office Build-

ing, Washington, DC.
DEAR MR. CHAIRMAN: Thank you for forwarding a draft copy of

the Committee report for H.R. 3381, a bill to direct the Secretary
of Agriculture and the Secretary of the Interior to exchange lands
and other assets with Big Sky Lumber Co., as ordered reported by
your Committee.

The Committee on Agriculture received an additional referral of
H.R. 3381 inasmuch as the subject matter of the bill is also within
this Committee’s jurisdiction. However, after conferring with
Chairman Combest of the Subcommittee on Forestry, Resource
Conservation, and Research of which this bill was referred, I would
be glad to waive further consideration of this measure so as to ad-
vance its early consideration in the House.

This action is not intended to waive this Committee’s jurisdiction
over this matter for all purposes, and should this legislation go to
conference, this Committee reserves the right to request to be in-
cluded as conferees on any provision within the Committee on Agri-
culture’s jurisdiction in the event of a House-Senate conference on
this bill or its Senate equivalent.

Once again, I appreciate your cooperation in this matter and look
forward to working with you on matters of shared jurisdiction be-
tween our respective committees.

Sincerely,
ROBERT F. (BOB) SMITH,

Chairman.
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