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ESTIMATE OF FISCAL IMPACT -  STATE AGENCIES *

FY 2012-13 FY 2013-14
EXPENDITURES REVENUE EXPENDITURES REVENUE

GENERAL FUNDS

CASH FUNDS

FEDERAL FUNDS

TRUST FUNDS See Below See Below See Below See Below

TOTAL FUNDS

*Does not include any impact on political subdivisions. See narrative for political subdivision estimates.

LB 1084 requires the Board of Educational Lands and Funds (BELF) to require that all land owned by the board be open to the public 
for hunting, fur harvesting and fishing beginning October 1, 2012. On such date, as old leases expire and new leases are entered into 
these provisions shall be included as part of the lease.

Revenues: Lessees of school lands currently have control over all hunting, fur harvesting and fishing rights. BELF indicates the control 
over these rights is a major reason why many individuals lease school lands. The removal of the rights will presumably make the 
leasing of a lot of the land less attractive since the majority of school land is pasture rather than crop land.

BELF estimates there will be lost lease revenue for 129 tracts of land that are classified as recreational parcels. The board also 
projects that the other parcels of land classified as non-recreational will also be less valuable in terms of rentals pursuant to the bill. It is 
difficult to estimate the loss in rental revenue that will occur for leases of non-recreational land. BELF assumes the loss to be about 
$3.26 per acre for about 50% of the school lands leased. This is based upon the amount the Game and Parks Commission pays 
landowners per acre for public hunting. BELF also manages trust land for higher education institutions. It is assumed the revenue loss 
per acre will be similar to the loss for other school lands as projected by the board. The following table shows estimated revenue 
losses pursuant to the bill. It is assumed the loss in revenue will be phased in over an eleven year period as leases expire and are 
renewed.

# Of 
Acres/Tracts

Estimated
Revenue

Loss

Leases of:

Recreational Land 

- Bonuses

Non-recreational Land 

Higher Ed. Lands

129 Tracts

641,152 Acres 

10,062 Acres

(125,000)

(62,000)

(2,090,000)

(26,700)

(2,303,700)

The reduction in rental income for the school land trust decreases annual revenue school districts receive as state appointment. A 
reduction in resources for school districts increases the amount of state aid allocated through the school aid formula, two years after the 
revenue decrease occurs.

Expenditures: BELF estimates there will be increased expenditures related to bill. Since it will take eleven years for current leases to 
expire, the board anticipates the need to post signs on school land indicating whether public hunting, trapping and fishing is prohibited. 
Projected expenses for signs for 1.3 million acres could be significant. It could be argued that lessees may incur the expenses for the 
signs if they want to make the public aware that hunting, trapping and fishing is not allowed on a particular parcel of school land.

There may also be additional expenditures by the board or land lessees related to the cost of giving the public access to school lands. 
Expenses could be related to trash clean-up, parking areas, broken fences, crop damage, etc. Any expenditure by BELF to maintain 
school land will decrease the school land trust and reduce revenue for school districts.
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BOARD OF EDUCATIONAL LANDS AND FUNDS -  Concur with agency analysis.
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E x p la n a tio n  o f  E s tim a te :
The Board o f  Educational Lands and Funds, (herein "The School Trust"), serves as Trustees o f the School Land Trust. 

As Trustees, the Board is required to  perform  in accordance w ith  the fiduciary du ty  required o f all trustees. In fu lfillin g  this 
fiduciary du ty  the Board is required to  "avoid unnecessary risks o f loss and at the same tim e  maxim ize the  returns o f the 
tru s t estate..." Pettiiohn v. State Board o f Educational Lands and Funds, 204 Neb. 271, 275. In m axim izing its income, the 
Board m ust set its rents at the  highest reasonable values based upon a de te rm ina tion  o f the  going rental rates in the  ag 
renta l market.

This fiscal note  w ill focus on the  adverse effects o f LB 1084 upon the  income o f the  school trus t. The lessees o f 
School T rust land are now given exclusive contro l over all hunting, etc. rights. Thus, th is ab ility  to  own and contro l such 
activ ities o f th e ir  leased p rope rty  is a m ajor facto r in a ttracting  prospective lessees to  School Trust land. Taking these rights 
away from  School T rust lessees w ill reduce the value o f School Trust leases fo r  several reasons. First, the Board leases 129 
tracts o f land which are classified as "recrea tiona l." They are so classified because they have strong hunting, fish ing o r fu r 
gathering potentia l. These recreational leases bring in an average o f approxim ate ly  $125,000 ren t each year. This income 
w ill likely all d isappear if LB 1084 becomes law.

In add ition, over the  last tw e lve years bonuses on these recreational leases have to ta led  $745,700. This results in 
an average po ten tia l bonus loss o f $62,142 per year. The loss o f these recreational rentals and bonuses, as a result o f 
a llow ing free  hunting, etc. on School Lands, w ill result in an annual loss o f income o f $187,142 ($125,000 plus $62,142).

The next question is: how do we calculate expected income losses on o u r o the r ag land which, a lthough often 
suitable fo r  excellent hunting, etc., is not classified as recreational land. Examples are fall stubb le  fie lds and shelter belts fo r 
pheasants and quail, duck and goose hunting ponds, w ooded areas fo r deer and turkey, and fish ing ponds. For example, a 
late 2011 lease auction o f school land in Seward County contained 281 acres o f m ostly fa rm  ground; abou t 14% o f the acres 
w ere  waste (non fa rm able  trees). The successful b idder on the lease paid a $171,000 bonus fo r  the  lease, te lling  us tha t part 
o f his m otiva tion  fo r  paying so much in bonus was his desire to  acquire and contro l the  hunting rights on the  property . Prior 
to  the  lease auction, there  w ere e ight deer stands located on th is "non recrea tiona l" property .

The 2012 annual agricu ltura l rental on 1,282,304 acres o f School Land (m ostly classified as non-recreational) is 
$31,513,367 (excluding tru s t income from  bonus, o il and gas, w ind, uranium  and o the r m inerals). Passage o f th is legislation 
w ou ld  require  a reduction  in agricu ltura l rentals charged on these lands and w ill s ignificantly reduce bonuses received. How 
can these losses be calculated? Data from  o the r governm ental ag-rental areas show rem arkably low er ag rentals than rental 
fo r  school land. It can be argued th a t th is is pa rtly  due to  open hunting. For example, in fo rm a tion  from  Halsey National 
Forest, w hich allows public hunting, supports the fact th a t such free hunting lands m ust charge remarkably low er rental rates 
than the Lessee- con tro lled  hunting rights on Nebraska's School Lands. Halsey Forest acres re n t fo r  on ly $0.45 per acre fo r 
grass. In comparison, average grass ren t on School Lands in Thomas County, the county w here  Halsey is located, is $13.08 
per acre.

The Nebraska Game and Parks Commission pays private landowners an average o f abou t $3.26 per acre to  a llow  
public hunting. This $3.26 per acre figure would seem to  reasonably estim ate the value o f fo rego ing  contro l over hunting 
rights by any landow ner. An extrem ely conservative assumption would be th a t only ha lf o f th e  School Lands (641,152 acres) 
w ou ld  qua lify  fo r such payments. This assum ption would  result in a value o f the hunting rights given up by the  School lands 
o f $2,090,156 (641,152 acres tim es $3.26 per acre). In an a tte m p t to  be conservative in th is ca lcu lation, loss o f bonuses are 
no t included in the  ca lcu lation.

There are o the r costs which are extrem ely d ifficu lt to  accurately estim ate. For example, it w ill take 11 years fo r all o f 
these leases to  cycle. In o rder fo r the public to  know  which school lands are available fo r pub lic  hunting during  th is  11 year 
period, 'N o Hunting ' signs w ill need to  be posted on all o f these Leases a t an in itia l year cost in excess o f  one m illion  dollars, 
plus estim ated m aintenance costs fo r  years 2-10 to ta ling  in excess o f an add itiona l $1,000,000. Also, w ho is responsible fo r 
loss o f cattle, broken fences, crop damage and trash clean up? These w ou ld  all be add itiona l expenses the  T rust w ou ld  have 
to  absorb and the  Field Representatives would  have to  patro l. Since all expenses d irectly  a ffect th e  am oun t o f  income 
d is tribu ted  to  the school d istricts, net income to  the school districts w ou ld  be fu rth e r reduced by these miscellaneous 
expenses. M in im um  m iscellaneous costs: $2,000,000.

Besides the  K-12 school tru s t lands, the Board manages trus t lands fo r  the  State College Board, the  University o f 
Nebraska and the U niversity o f Nebraska-Agricultural College. These 57 leases on 10,062 acres have annual rental o f 
$257,354. The income and bonuses fo r these entities w ill also be affected as rental schedules are established by s ta tu te  on 
a countyw ide  basis and these acres w ou ld  also have the low er rental rate applied.
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