
.. ·-

HOUSE BILL NO. 795 

INTRODUCED BY HARPER, TOWE, CROMLEY, RANEY, DARKO, TOOLE, 
VANVALKENBURG, MAZUREK, JACOBSON, BECKER, J. BROWN, SCHYE, 

DRISCOLL, SQUIRES, SOUTHWORTH, DOLEZAL, DAILY, STRIZICH, 
J. DEBRUYCKER, G. BECK, FORRESTER, BARDANOUVE, WANZENRIED 

FEBRUARY 12, 1991 

FEBRUARY 13, 1991 

MARCH 23, 1991 

MARCH 25, 1991 

APRIL 1, 1991 

APRIL 2, 1991 

APRIL 3, 1991 

APRIL 4, 1991 

APRIL 4, 1991 

APRIL 15, 1991 

APRIL 16, 1991 

APRIL 17, 1991 

IN THE HOUSE 

INTRODUCED AND REFERRED TO. COMMITTEE 
ON BUSINESS & ECONOMIC DEVELOPMENT. 

FIRST READING. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

ON MOTION, TAKEN FROM SECOND READING 
AND REREFERRED TO COMMITTEE 
ON APPROPRIATIONS. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

PRINTING REPORT. 

SECOND READING, DO PASS. 

ENGROSSING REPORT. 

THIRD READING, PASSED. 
AYES, 58; NOES, 41. 

TRANSMITTED TO SENATE. 

IN THE SENATE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON TAXATION. 

FIRST READING. 

COMMITTEE RECOMMEND BILL BE 
CONCURRED IN AS AMENDED. REPORT 
ADOPTED. 

SECOND READING, CONCURRED IN. 

THIRD READING, CONCURRED IN. 
AYES, 29; NOES, 21. 
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APRIL 18, 1991 

APRIL 20, 1991 

APRIL 20, 1991 

APRIL 22, 1991 

APRIL 23, 1991 

APRIL 25, 1991 

APRIL 29, 1991 

APRIL 29, 1991 

APRIL 29, 1991 

RETURNED TO HOUSE WITH AMENDMENTS. 

IN THE HOUSE 

RECEIVED FROM SENATE. 

SECOND READING, AMENDMENTS NOT 
CONCURRED IN. 

ON MOTION, CONFERENCE COMMITTEE 
REQUESTED AND APPOINTED. 

IN THE SENATE 

ON MOTION, CONFERENCE COMMITTEE 
REQUESTED AND APPOINTED. 

ON MOTION, CONFERENCE COMMITTEE 
DISSOLVED. 

ON MOTION, FREE CONFERENCE COMMITTEE 
REQUESTED AND APPOINTED. 

IN THE HOUSE 

ON MOTION, CONFERENCE COMMITTEE 
DISSOLVED. 

ON MOTION, FREE CONFERENCE COMMITTEE 
REQUESTED AND APPOINTED. 

FREE CONFERENCE COMMITTEE REPORTED. 

SECOND READING, FREE CONFERENCE 
COMMITTEE REPORT ADOPTED. 

THIRD READING, FREE CONFERENCE 
COMMITTEE REPORT ADOPTED. 

IN THE SENATE 

FREE CONFERENCE COMMITTEE REPORT ADOPTED. 

IN THE HOUSE 

SENT TO ENROLLING. 

REPORTED CORRECTLY ENROLLED. 
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TRU~~D; A~HORIZING THE CREA~ OF 
t<~,V'7--:._ .... ,,,:, 1 1;1-~ 
A STATE DEBT THROUGH 

THE ISSUANCE OF COAL SEVERANCE TAX BONDS FOR THE PURPOSE OF 

MAKING LOANS FOR LOCAL GOVERNMENT INFRASTRUCTURE PROJECTS; 

PROVIDING FOR THE TERMS AND CONDITIONS OF LOANS; PROVIDING A 

METHOD FOR RECOMMENDING PRIORITIES FOR LOANS1 REQUIRING 

LEGISLATIVE AUTHORIZATION FOR LOAN PROJECTS1 AND AMENDING 

SECTIONS 17-5-701, 17-5-702, 17-5-703, 17-5-704, 17-5-706, 

17-5-719, 85-l-603, 85-l-604, 85-1-605, 85-l-617, 85-l-618, 

85-1-619, AND 85-1-620, MCA." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 17-5-703, MCA, is ilJllended to read: 

"17-5-703. Coal severance tax trust funds. (1) The 

trust established under Article IX, section 5, of the 

Montana constitution shall be composed of the following 

funds: 

(a) a coal severance tax bond fund into which the 

constitutionally dedicated receipts from the coal severance 

tax shall be deposited; 

(b) A coal severance tax infrastruct.u_re fund; 

~,..,_...,,, .. c...,..,. 

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0993/0l 

tbt1£l a coal severance tax permanent fund; and 

tet12.l a coal severance tax income funda 

( 2) The state treasurer shall from time to time 

transfer to the eoa¼-se~eranee-eax-permanen~ coal severance 

tax infrastructure fund all money in the coal severance tax 

bond fund except the amount necessary to meet a11 principal 

and interest payments on bonds payable from the coal 

severance tax bond fund on the next two ensuing semiannual 

payment dates. The state treasurer shall from time to time 

transfer to the coal severance tax permanent fund 75% of the 

money in the coal severance tax infrastructure fund not 

encumbered far projects by the legislature. 

ill The ~se of the coal severance tax 

infrastructure fund is to assist local .9.overnme~_ts in 

funding infrastructure projects. Interest earned on the coal 

severance tax infrastructure fund is available for r~ducing 

principal and interest payments on coal severance tax bonds 

issued for local government infrastructure projects." 

Section 2. Section 17-5-701, MCA, is amended to read: 

•11-5-701. State of Montana coa1 severance ta.a: bonds. 

This part provides for the issuance of state of Montana coal 

severance tax bonds (also referred to as coal severance tax 

bonds in this part) to! 

.L!J. finance water resource development projects and 

activities in the state designed to provide, during and 
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after extensive coal mining, a healthy economy, the 

alleviation of social and economic impacts created by coal 

development, and a clean and healthful environment for 

present and future generations; and 

(2) allow local governments a cost-effective 

alternative method of financing infrastructure projects that 

enhance the quality of life and protect the health, safety, 

and welfare of Montana's citizens and that support 

long-term. stable economic growth and job creation by 

keeping Montana competitive with nearby states through the 

pcovision of che infrastructure necessary_ for economic 

growth." 

Section 3. Section 17-5-702, MCA, is amended to read: 

"17-5-702. Purpose and intent. (l) The purpose of the 

coal severance tax trust fund bond provisions of this part 

and [sections 6 through 10] is to establish the authority to 

issue and sell coal severance tax bonds that have been 

approved by~ act of the legislature for financing specific 

water resource development projects and activities and local 

government infrastructure 

state authorized by the 

projects and 

legislature 

activities in the 

and to guarantee 

redemption of ~ttch ~ bonds by revenue derived from the 

receipts from the coal severance tax imposed by Title 15, 

chapter 35, part 1, and such other money as the legislature 

may from time to time determine. 
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(2) The legislature intends that projects 

financed by coal severance tax bonds include~ 

to- be 

.l!l water resource development projects and activities 

as part of the water development program established in 

Title 85, chapter 1, part 6. The legislature furt', '.ntends 

that the income from water resource development projects and 

activities in excess of the amount required for debt service 

and operation and maintenance of those projects and 

activities be deposited in the water development state 

special revenue account established in 85-1-604. 

(b) local government infrastructure projects and 

activities as part of the local government infrastructure 

program established in [sections 6 through 10]. The payments 

of principal and interest on local government infrastructure 

loans in excess of the amount required for debt service must 

be deposited in the coal severance tax permanent fund." 

Section 4. section 17-5-706, MCA, is amended to read: 

•11-5-706. Authority to issue coal severance tax bonds. 

The board of examiners, upon approval of the legislature as 

hereinafter provided in this section, shall issue and sell 

coal severance tax bonds to finance e~ch approved water 

resource development projects and activities and local 

government infrastructure projects and activities when 

autho[ized to do so by any law that sets out the amount and 

purpose of the issue. Each project or activity shat¼~ be 
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separately approved as to amount by a two-thirds vote of 

each house of the legislature." 

Section 5. Section 17-5-719, MCA, is amended to read: 

"17-5-719. Limitation on amount of coal severance tax 

bonds issued. No more than $~58 $450 million worth of coal 

severance tax bonds may be issued for water development 

projects and activities and local government infrastructure 

e!..2,jects and activities." 

NEW SECTION. Section 6. Purpose. The purpose of 

[sections 6 through 10) is to establish a local government 

infrastructure investment program. that will: 

(1) enhance the quality of life and protect the health, 

safety, and welfare of Montana's citizens by creating a 

partnership between the state and local governments to help 

finance necessary public infrastructure projects; 

(2) support long-term, stable economic growth and job 

creation and help keep Montana competitive with nearby 

states by providing a means for financing the infrastructure 

necessary for economic growth; 

(3) encourage local public facility improvements by 

state investment in improvements in order to make these 

improvements affordable to Montana citizens~ 

(4) protect future generations from the undue fiscal 

burdens that result when infrastructure systems are 

inadequate or are allowed to deteriorate; 
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(5) encourage maximum use of all available private and 

public funding sources; 

(6) complement and improve the effectiveness of 

existing private and public infrastructure 

mechanisms and improve coordination between 

federal infrastructure financing programs; and 

financing 

state and 

(7) encourage coordinated, long-term strategies for 

addressing Montana's infrastructure needsa 

NEW SECTION. Section 7. E1igible projects. ( l) A 

county, incorporated city or town, consolidated local 

government, school district, special purpose district, or 

private nonprofit corporation that provides public services 

is eligible to apply for a loan under [sections 6 through 

10]. 

(2) Loans may be made for the direct costs related to 

the planning, 

acquisition, 

expansion of: 

design, construction, 

alteration, modernization, 

(a) drinking water systems; 

(b) sewer systems; 

reconstruction, 

improvement, or 

{c) solid waste collection and disposal systems; 

(d) transportation systems; 

(e) telecommunications 

systems for education: or 

and other high-technology 

(f) other public works projects the department of 
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commerce determines to be in the public interest. 

NEW SECTION. Section 8. Priorities for projects 

procedure. (1) The department of commerce shall receive 

proposals for projects from the local government entities 

listed in [section 7(1)]. The department shall work with the 

local government in preparing cost estimates for the 

project. In reviewing project proposals, the department may 

consult with other state agencies with expertise pertinent 

to the proposal. The department shall prepare and submit a 

list of recommended projects ta the governor. 

(2) In preparing recommendations under subsection (1), 

preference must be given to projects based on the following 

order of priority: 

{a) projects that solve urgent and serious public 

health or safety problems; 

(b) projects that enable local governments to meet 

state or federal health or safety standards; 

(c) projects that enable local governments to obtain 

funds from sources other than the funds provided under 

[sections 6 through 10]; 

(d) projects that provide long-term, full-time job 

opportunities for Montanans; 

(e) projects that provide public facilities necessary 

for the expansion of a business that has a high potential 

for financial success~ 
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(f) projects that result in a benefit to the public 

commensurate with the size of the grant; 

(g) projects that reflect greater need for financial 

assistance than other projects; and 

(h) projects that are high local priorit ___ -nd have 

strong community support. 

(3) The legislature shall authorize the board of 

examiners to sell coal severance tax bonds to finance loans 

for the projects authorized by the legislature. 

NEW SECTION. Section 9. Loan te~as. (1) The period for 

repayment of a local government infrastructure investment 

loan may not exceed 30 years. The department of commerce 

shall from time to time establish the interest rate at which 

loans may be made under [sections 6 through 10) that is 

sufficient to cover the bond debt service for a loan. 

(2) The department of commerce shall make loans for the 

local government infrastructure projects approved by the 

legislature. 

NEW SECTION. Section 10. Administration of loans. The 

department of commerce shall: 

(1) administer the loan program established by 

[sections 6 through 10); and 

(2) service loans made or contract and pay for the 

servicing of loans. 

Section 11. Section 17-5-704, MCA, is amended to read: 
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"17-5-704. rnvestment of funds. (l) Money in the coal 

severance tax bond fund, the coal severance tax permanent 

fund, the coal severance tax infrastructur~_fund, and the 

coal severance tax income fund must be invested in 

accordance with the investment standards for coal severance 

tax funds except as provided in subsection (2). rfteeme 

Subject to the provisions of 17-5-703(3), income and 

earnings from all funds must be transferred to and retained 

in the coal severance tax income fund until appropriated by 

the legislature~ 

(2) Except as provided in subsection (l) and section 1, 

Chapter 634, Laws of 1989, beginning on July 1, 1990, the 

legislature shall appropriate 15\ of the income and earnings 

from all funds to be deposited to the state equalization aid 

account each year." 

Section 12. section 85-1-603, MCA, is amended to read: 

•ss-1-603. Water--fteve¼epmene Coal severance tax bond 

debt service fund created -- coal severance tax allocated --

waeer-deve¼epmene loan loss reserve fund created. ( l) (a) 

There is created a waeer-deve½o~men~ coal severance tax bond 

debt service fund within the debt service fund type 

established in 17-2-102. 

(b) The state pledges and allocates and directs to be 

credited to the water development debt service fund, as 

received: 
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(i) 1 1/41 of all money from time to time received from 

the coal severance ta~ collected under Title 15, chapter 35, 

and remaining after 

15-35-108(1) and (2): 

allocation 

(ii) any principal and 

of such tax under 

accrued interest under 

85-l-613(3)(a) received in repayment of a loan made from the 

proceeds of bonds issued under 85-1-617: 

{iii) all interest income earned on proceeds of waeer 

deve¼o~mefte coal severance tax bonds; 

(iv) revenue or money otherwise required to be paid into 

the wa~er-de•e¼opnene coal severance tax bond state special 

revenue account pursuant to 85-1-604, as determined by the 

board of examiners in connection with the issuance of bonds 

pursuant to Title 17, chapter 5, part 7, and 85-1-617; and 

{v) money received from the water--deve¼epmenc coal 

severance tax bond loan loss reserve fund as the result of a 

loan loss. 

( 2) (a) There is created a wa~er--de¥e%epment coal 

severance tax bond loan loss reserve fund within the debt 

service fund type established in 17-2-102. 

(b) The state pledges and allocates and directs to be 

credited to the weter-deve¼epmeft~ coal severance tax bond 

loan loss reserve fund all accrued interest under 

BS-l-613{3)(b) received in repayment of a loan made from the 

proceeds of bonds issued under 85-1-617. 
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(c} If the department determines that a loan loss has 

occurred on a loan made pursuant to this part, funds from 

the wa~e~--aeve¼epmeft~ coal severance tax bond loan loss 

reserve fund must be transferred to the water--ffeYe¼opmen~ 

coal severance tax bond debt service fund in an amount equal 

to the amount that would otherwise be available for debt 

service under subsection (l}(b) as a result of the loan 

loss." 

Section 13. Section 85-1-604, MCA, is amended to read: 

was-1-604. water development state special revenue 

account created -- revenues allocated -- limitations on 

appropriations frOlll account. (1) There is created a water 

development state special revenue account within the state 

special revenue fund established in 17-2-102. 

(2) Except to the extent that they are required to be 

credited to the waeer-deve¼epmenc coal severance tax bond 

debt service fund pursuant to 85-1-603, there shall be paid 

into the water development state special revenue account: 

(a) all revenues of the works and other money as 

provided in 85-1-332: 

(b) 30\ of the interest income of the resource 

indemnity trust fund as provided in and subject to the 

conditions of 15-38-202: 

{c) the excess of the coal severance tax proceeds 

allocated by 85-1-603 to the vater---deveiopment coal 
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severance tax bond debt service fund above debt service 

requirements as provided in and subject to the conditions of 

85-1-619; and 

(d) any fees or charges collected by the department 

pursuant to 85-1-616 for the servicing of loam ...:luding 

arrangements for obtaining security interests. 

(3) Appropriations may be made from the water 

development state special revenue account for the following 

purposes and subject to the following conditions: 

(a) An amount less than or equal to that paid into the 

account under 85-1-332 and only that amount may be 

appropriated for the operation and maintenance of 

state-owned projects and works. If the amount of money 

available for appropriation under this subsection (3)(a) is 

greater than that necessary for operation and maintenance 

expenses, the excess may be appropriated as provided in 

subsection (J)(b). 

(b) An amount less than or equal to that paid into the 

account from the resource indemnity trust account plus any 

excess from subsection (J}(a) and only that amount may be 

appropriated from the account for: 

(i) the rehabilitation of state-owned projects and 

works, including the rehabilitation 

state-owned dams; 

of spillways of 

(ii) the formulation of downstream emergency warning and 
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evacuation plans for state-owned dams; 

(iii) the development of the hydropower potential of 

state-owned dams; 

(iv) assistance in the implementation of the water 

reservations established under 85-2-316 of conservation 

districts: 

(v) the promotion of the development of offstream and 

tributary storage; 

(vi) the promotion of joint state-tribal, state-federal, 

and state-tribal-federal water development; 

(vii) projects or programs that improve water use 

efficiency, including development of new, efficient water 

systems and rehabilitation of older, less efficient water 

systems; 

(viii} administrative expenses, including but not 

limited to the salaries and expenses of personnel, 

equipment, office space, and other necessities incurred in 

the administration of the water development program except 

the administration of loans and grants; and 

{ix} any other expenditures that meet the policies and 

objectives of the state water development program. 

(c) An amount less than or equal to that paid into the 

account from the sources provided for in (c) and (d) of 

subsection (2) and only that amount may be appropriated from 

the account for loans and grants for water development 
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projects and ~ctivities: for purchase of liens and operation 

of property as provided in 85-1-6151 for administrative 

expenses, including but not limited to the salaries and 

expenses of personnel, equipment, and office space; fo~ the 

servicing of loans, including arrangements for obtaining 

security interests: and for other necessities incurred in 

administering the loans and grants.• 

Section 14. Section 85-l-605, MCA, is amended to read: 

•es-1-605. Grants, loans, and bonds for state and 1ocai 

government assistance. (l) The department may recommend to 

the le~¼s¼atare governor that grants and loans be made fTom 

coal severance tax proceeds deposited in the water 

development state special revenue account, that loans be 

made from water-deve±epment coal severance tax bond proceeds 

deposited in the water development account, and that coal 

severance tax bonds be authorized pursuant to Title 17, 

chapter 5, part 7, to provide financial assistance for a 

water development project to a department, agency, board, 

commission, or other division of state government or to a 

city, county, or other political subdivision or local 

government body of the state. The governor shall review the 

projects recommended under this section and the projects 

recommended by the department of commerce under (section 8) 

gn~ shall submit a list of recommended projects to the 

legislature. The legislature may approve by appropriation or 

-14-



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0993/01 

other appropriate means those grants and loans it finds 

consistent with the policies and purposes of the program. 

(2) In addition to implementing those projects approved 

by the legislature, the department may request up to 10\ of 

the funds available for grants from the water development 

special revenue account in any biennium to be used for 

emergencies. These emergency projects must be approved by 

the department and be defined as those projects which, if 

delayed until legislative approval can be obtained, will 

cause substantial damages or legal liability to the project 

sponsor. In allocating such funds, the department shall 

inform the legislative finance committee of the legislature. 

(3) The grants and loans provided for by this section 

may be made for the purchase, lease, development, or 

construction of water development projects and activities 

for the conservation, management, use, development, or 

protection of the water and related agricultural, land, 

fish, wildlife, and water recreation resources in the state: 

for the purpose of feasibility and design studies 

projects; for development of plans for 

rehabilitation, expansion, and modification 

development projects; for other water development 

for such 

and the 

of water 

projects 

and activities that will enhance the water resources of the 

state; and for similar purposes approved by the 

legislature.'' 

-15-

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0993/01 

Section 15. Section 85-1-617, MCA, is amended to read: 

"85-1-617. Issuing bonds. (1) When authorized by the 

legislature and within the limits of the authorization and 

within the further limitations established in this section, 

the board of examiners may issue and sell va~er--deYe¼opment 

coal severance tax bonds of the state in the amount and 

manner it considers necessary and proper to finance the 

water development loan program and the local government 

infrastructure loan program. The full faith and credit and 

taxing powers of the state are pledged for the prompt and 

full payment of all bonds so issued and interest and 

redemption premiums payable tftereen on the bonds according 

to their terms. 

(2) Each series of waeer-de•e¼opment coal severance tax 

bonds may be issued by the board of examiners, upon request 

of the board of natural resources and conservation or the 

department of commerce, at public or private sale, in s~eh 

denominations and forms, whether payable to bearer with 

attached interest coupons or registered as to principal or 

as to both principal and interest, with saeh provisions for 

conversion or exchange and for the issuance of notes in 

anticipation of the issuance of definitive bonds, bearing 

interest at stteh ~ rate or rates, maturing at s~eh ~ rate or 

rates, maturing at ~ttch ~ time or times not exceeding 30 

years from date of issue, subject to optional or mandatory 
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redemption at such earlier times and prices and upon stteft 

notice, with ~tteh provisions for payment and discharge by 

the deposit of funds or securities in escrow for that 

purpose, and payable at the office of stteh ~ banking 

institution or institutions within or outside the state, as 

the board of examiners shall determine subject to the 

limitations contained in this section and 17-5-731. 

(3) In the issuance of each series of waeer-deYe¼eplftefte 

coal severance tax bonds, the interest rates and the 

maturities and any mandatory redemption provisions thereo~ 

sha¼¼ of the bonds must be established in stteh ~ manner that 

the funds then specifically pledged and appropriated by law 

to the water--de¥e¼opmen~ coal severance tax bond debt 

service fund will in the judgment of the board of examiners 

be received in an amount sufficient in each year to pay all 

principal, redemption premiums, and interest due and payable 

in that year with respect to that and all prior series of 

etteh bonds, except outstanding bonds as to which the 

obligation of the state has been discharged by the deposit 

of funds or securities sufficient for their payment in 

accordance with the terms of the resolutions by which they 

are authorized to be issued. 

(4) In all other respects, the board of examiners is 

authorized to prescribe the form and terms of the bonds and 

notes and she¼¼ do whatever is lawful and necessary for 
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their issuance and payment. Stteft The coal severance tax 

bonds, notes, and any interest coupons appurtenant there~e 

to the bonds must be signed by the members of the board of 

examiners, and the bonds and notes must be issued under the 

great seal of the state of Montana. The bonds, notes, and 

coupons may be executed with facsimile signatu[es and seal 

in the manner and subject to the limitations prescribed by 

law. The state treasurer shall keep a record of all stteft 

bonds and notes issued and sold. 

(5) There is created a water development account within 

the state special revenue fund established in 17-2-102. 

(6) All proceeds of bonds or notes issued under this 

section for water development projects, other than refunding 

bonds, must be deposited in the water development account 

established in subsection (5), except that any principal and 

accrued interest received in repayment of a loan made from 

the proceeds of bonds issued under this section must be 

deposited in the waeer-deveiopmen~ coal severance tax bond 

debt service fund and the w8te~-aeve¼epmen~ coal severance 

tax bond loan loss reserve fund pursuant to 85-1-603. All 

proceeds of refunding bonds must be deposited in the waee~ 

development coal severance tax bond debt service fund and 

applied to the payment and redemption of outstanding bonds 

issued under this section as directed by the board, whether 

at maturity or on any earlier date an which they may be 
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prepaid according to their terms. 

(7) All actions taken by the board of examiners under 

this section or 85-1-619 must be authorized by a vote of a 

majority of the members of the board of examiners. '1 

Section 16. section 85-1-618, MCA, is amended to read: 

•as-1-618. Restrictions on use of bond proceeds. water 

deYe½epmeftt coal severance tax bond proceeds issued for 

water development projects may be used only for the purpose 

of making loans as provided in the water development program 

or for purchasing liens and operating property as provided 

1n 85-1-615." 

Section 17. Section 85-1-619, MCA, is amended to read: 

"85-1-619. Debt service fund -- pledge and 

administration of sufficient balance. (1) The legislature 

may levy, impose, assess, and pledge and appropriate to the 

w~ter--deve¼epment coal severance tax bond debt service fund 

any tax, charge, fee, rental, or other income from any 

designated source. The state reserves the right to modify 

from time to time the nature and amount of special taxes and 

other revenues pledged and appropriated to the water 

de?e¼opmeftt coal severance tax bond debt service fund, 

provided that the aggregate resources eo pledged and 

appropriated are determined by the legislature to be 

sufficient for the prompt and full payment of the principal 

of and interest and redemption premiums when due on all 
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bonds payable from that fund and provided that the pledge of 

the full faith and credit and taxing powers of the state for 

the security of all saeh coal severance tax bonds sl\a¼¼--be 

~ and remain irrevocable until they are fully paid. 

(2) Money in the wate~-deve¼eplllent coal sr 1ce tax 

bond debt service fund must be used to pay interest, 

principal, and redemption premiums when due and payable with 

respect to va~er-de¥e%opaene coal severance tax bonds, and 

for bonds issued prior to 1985, to accumulate a reserve for 

the further security of stteh payments. 

(3) After the reserve provided for in subsection (2) 

for bonds issued prior to 1985 has been accumulated in the 

water-de•e%opmene coal severance tax bond debt service fund, 

money at any time received in the water-deveiepmenc coal 

severance tax bond debt service fund from water development 

projects in excess of that amount must be transferred by the 

treasurer to the water development state special revenue 

account." 

Section 18. section 85-1-620, MCA, is amended to read: 

"85-1-620. Water---devereprnent 

refunding bonds. (l) The board of 

Coal severance 

examiners may 

tax 

issue 

refunding bonds at s~eh times and in s~eh amounts, if any, 

as may be necessary to pay principal or interest due that 

cannot be paid from funds then on hand in the waeer 

deTeiopmeftt coal severance tax bond debt service fund. The 

-20-



l 

2 

3 

4 

5 

6 

7 

8 

9 

l.O 

11 

l.2 

l.3 

14 

l.5 

16 

17 

18 

19 

20 

21 

LC 0993/01 

board of examiners may also issue refunding bonds to refund 

outstanding bonds before maturity for the purpose of 

extending the maturities eheree£ of the outstanding bond so 

far as determined by the board of examiners to be necessary 

to s9sare ~ that the funds then pledged to the we~er 

deve¼epment coal severance tax bond debt service fund will 

be sufficient for payment of principal and interest due in 

subsequent years. The board of examiners may also issue 

refunding bonds to refund outstanding bonds before maturity 

for the purpose of reducing the interest cost or the total 

amount of principal and interest payable ~hereon on the 

outstanding bonds. 

(2) Nc-retandiftq Refunding bonds may not be issued and 

sold more than 3 months before all bonds refunded thereby !!x_ 

the refunding bonds mature or are called for redemption 

unless the proceeds tftereo£ of the refunding bonds, with any 

other funds in the water-de•e±er,,aeft~ coal severance tax bond 

debt service fund that are needed and available for the 

purpose or securities purchased from stteh band proceeds and 

other funds, are deposited with a suitable banking 

institution within or outside the state, in escrow, for the 

22 retirement of the refunded bonds at maturity or at a prior 

23 date or dates on which they have been called fo~ redemption 

24 in accordance with their terms, in an amount and in a manner 

25 sufficient under the provisions securing the refunded bonds, 
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so that the state's obligation to pay the same bonds, from 

sources other than the escrow fund, is discharged. 

(3) No--ftew New debt may not be created by the issuance 

of refunding bonds in accordance with this section, but sach 

~ refunding bonds ~a~¼¼ evidence the debt previously 

created and ~ha±±-~e ~ secured by the pledge of the full 

faith and credit and taxing powers of the state and by the 

further provisions of this part in the same manner as the 

bonds refunded tbet"e~y." 

NEW SECTION. Section 19. Three-fourths vote. Because 

[this act] appropriates money that would otherwise be 

deposited in the coal severance tax permanent fund, a vote 

of three-fourths of the members of each house is required 

for enactment of (this act). 

-End-
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STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for HB0795, as introduced. 

DESCRIPTION OF PJlOPOSED LEGISI,ATION: 

This bill creates an infrastructure trust fund within the permanent coal tax trust fund; authorizes the creation of a state 
debt through the issuance of coal severance tax bonds for the purpose of making loans for local government infrastructure 
projects; provides for the terms and conditions of loans; provides a method for recommending priorities for loans and 
requires legislative authorization for loan projects. 

ASS_!I_MPTIONS: 

General Assumptions: 
1. Revenue estimates for the coal severance tax (CST) trust are executive revenue projections. 
2. One new account called the infrastructure fund is established within the CST trust. 
3. There is a CST debt service account and a water development debt service account in current law. 
4. No other legislation is passed that affects the coal severance tax. 
5. HB0795 creates a CST infrastructure loan program and not an infrastructure grants program. 
Assumptions on bonding authority limits and bonding capacity: 
6. Bonding authority limit is increased from $250 million to $450 million. 
7. Bonding capacity is dependent upon the CST revenue stream rather than bonding authority. 
8. The CST revenue stream is based upon a tax rate of 15% which is projected to produce $38.6 million in FY92 and $37.11 

million in FY93. 
9. 50% of the CST revenue stream is deposited in the CST bond fund and 50% to various state programs, the general fund, and 

state special revenue accounts. 
10. Section 17-5-709, MCA, limits the amount of CST bonds that can be issued to a level that can be serviced with no more 

than 2/3 of the annual deposits into the CST bonds fund, as determined by the average of the deposits over the three 
preceding fiscal years, together with the average amount of other revenues deposited in a special bond fund used to pay 
debt service on the outstanding CST bonds during the preceding three fiscal years. This provision cannot be modified so 
as to reduce security for any outstanding CST bonds. 

(continued on next page) 
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Fiscal Note Request, HB0795, as introd~ced 
Form BD-15 
Page 2 

11. The General Resolution of the State, adopted by the Board of Examiners on September 30, 1985, provides that the state 
will not issue additional CST bonds on a parity with outstanding bonds unless: 

" ... during the three fiscal years preceding the issuance of such additional bonds the average 
amount of coal severance tax revenues received annually by the state and deposited into the coal 
severance tax trust fund plus (ii) the amount of Pledged Project Revenues received annually by the 
state and deposited into the debt service account is at least twice the maximum annual debt 
service on such additional Bonds and all outstanding bonds. In no event shall Pledged Project 
Revenues received during such three year period be recognized ••.. to the extent of more than 50\ of 
the maximum annual debt service on such additional bonds and the outstanding bonds." 

12. The current CST bond account uses approximately $500,000 per year for subsidized public loans. 
13. Based upon assumptions 7 through 12, the CST bonding capacity will be approximately $112 million. 
14. outstanding CST bond debt is $55 million. 
15. The legislature will reauthorize $37 million of CST bonds approved by prior legislatures. 
16. The legislature will approve $8 million of bonds recommended by the Department of Natural Resources and Conservation. 
17. The remaining bonding capacity will be $12 million. This bonding authority would be available for both future DNRC 

public loans and Department of Commerce infrastructure loans. 
Assumptions of potential CST trust account arbitrage and yield restriction problems: 
18. The CST infrastructure account will be an interest earning account. 
19. The CST infrastructure account interest will accrue to the account and be used to subsidize principal and interest 

payments on infrastructure loans. 
20. The permanent CST trust account will earn approximately 10\ interest. 
21. CST infrastructure bonds issued will have repayment interest rates which will be less than the interest rate earned b} 

the CST accounts. 
22. The disparity in interest rates described in assumption 21 could produce violations of IRS arbitrage and yield 

restrictions rules. 
Assumptions concerning the water development debt service accounts: 
23. The water development bonding program is a general obligation (GO) bonding program. A GO bonding program pledges the 

full faith and credit of the state's taxing power to repay the bonds. 
24. The CST bonding program is a limited liability bonding program in which the state has guaranteed only the proceeds frc 

the coal severance tax as collateral for the bonds. 
25. Sections 12 and 13 of HB0795 combine the water development GO bonding program with the CST bonding program. 
26. Water development GO bonding authority is statutorily limited to $10 million. 
27. Combining these two bonding programs would create the following problems: 

a. Water development GO bonds which are backed by the full faith and credit of the state would be backed only by Cf 
revenues. 

b. A potential conflict between the two statutory bonding limitations. 
c. The state may be violating the existing GO and CST bond contracts. 

(continued on next page) 

/IS ?fr 



Fiscal Note Request, HB0795. as int~oduced 
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Assumptions on Department of Commerce (DOC) and DNRC administrative costs to manage the CST infrastructure loan program: 
28. The administrative budget is based on an annual program of approximately $4.5 million 
29. The infrastructure loan program will have an effective date of July 1, 1991. 
30. Loan applications would be submitted in May of the year preceding a legislative session. This is the cycle followed by 

the existing DNRC water development program. Project administration training for new loan recipients would be 
conducted following each legislative session. 

31. DOC staff would have lead responsibility for application review, preparation of departmental recommendations to the 
Governor, and construction monitoring. Each project would be staff monitored on-site at least once. 

32. Staff from other state agencies would be utilized for application review as appropriate. When appropriate, the program 
would contract with private consultants to review grant proposals requiring special expertise. 

33. Financial servicing of the loans and the monitoring of loan repayments would be done by DNRC's Conservation Resource 
and Development Division, under contract to DOC. 

34) DOC would need 3.00 FTE and a budget of $159,769 in FY92 and $163,619 in FY93 to administer the infrastructure loan 
program. 

35) The DNRC would need 0.50 FTE and a budget of $20,000 per year to provide contract financial assistance to DOC. 
36) The bill does not identify a funding source to finance the administrative costs; therefore, is assumed the cost will be 

general fund. 

FISCAL IMPACT: 
Department of Commerce: 

Expenditures: Current Law 
F.T.E. 0 
Personal Services 0 
Operating costs 0 
Equipment 0 

Total 0 
Funding: 
General Fund 0 

De2artment of Natural R~sources and Conservation: 
Expenditures: 
F.T.E. 
Personal Services 
Operating costs 

Total 
Funding: 
General Fund 

General Fund Impact 

(continued on next page) 

0 
0 
0 
0 

0 

FY 92 
Pro2osed Law 

3.00 
80,688 
59,581 
19.500 

159,769 

159,769 

0.50 
16,000 

4,000 
20,000 

20,000 

FY 93 
Difference Current Law Proposed Law Difference 

3.00 0 3.00 3.00 
80,688 0 80,688 80,688 
59,581 0 80,581 80,581 
19.500 0 2.250 2.250 

159,769 0 163,519 163,519 

159,769 0 163,519 163,519 

0.50 0 0.50 a.so 
16,000 0 16,000 16,000 

4,000 0 4 000 4.000 
20,000 0 20,000 20,000 

20,000 0 20,000 20,000 

(179,769) (183,519) 
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EFFECT ON COUNTY OR OTHER LOCAL REVENUES OR EXPENDITURES: 

The proposed bill will provide local government infrastructure loans for planning, design, construction, reconstruction, 
acquisition, alteration, modernization, improvement, or expansion of: 

a. drinking water systems, 
b. sewer systems, 
c. solid waste collection and disposal systems, 
d. transportation systems, 
e. telecommunications and other high-technology systems for education, and/or 
f. other public works projects the Department of Commerce determines to be in the public interest. 

LONG-RANG~_g_FFECTS OF l'_ROPOSED _I.J;:GISI,_l',TION: 

When the legislature authorizes subsidized infrastructure loans, the general fund and school equalization account will be 
reduced by an amount equal to the infrastructure principal and interest subsidy. 

TECHNJCAL NOT_M: 

1. In section 1 of the bill, the interest earned on the infrastructure fund is "available for reducing principal and 
interest payment on CST bonds issued for local government infrastructure projects". Ho~ever, section 9 requires that the 
Department of Commerce "shall from time to time establish the interest rate at which lo~ns may be made under (sections 6 
through 10] that is sufficient to cover the bond debt service for a loan". If the repayment interest rate is sufficient 
to cover bond debt service is there a need for a section which provides for interest and principal subsidy? 

2. The word •encumbered" on page 2 line 12 (of LC0993] in section 1(2) is unclear. If encumbered means the amount 
authorized by the legislature for projects, the fiscal result could be in the millions of dollars. However, if 
encumbered means the amount equal to the subsidy paid out to bonds, the impact to the CST trust would be in the hundreds 
of thousands of dollars. This second interpretation is currently how the existing CST loan program functions. 

3. The potential IRS arbitrage and yield restriction concerns identified in assumptions 18 through 22. 
4. There are potential legal and financial problems if the water development GO bonds and CST bonds are combined. 
5. There is a potential problem of DOC and DNRC competing over limited bonding capacity. 
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HOUSE BILL NO. 795 

INTRODUCED BY HARPER, TOWE, CROMLEY, RANEY, DARKO, TOOLE, 

VANVALKENBURG, MAZUREK, JACOBSON, BECKER, J. BROWN, SCHYE, 

DRISCOLL, SQUIRES, SOUTHWORTH, DOLEZAL, DAILY, STRIZICH, 

J. DEBRUYCKER, G. BECK, FORRESTER, BARDANOUVE, WANZENRIED 

A BILL FOR AN ACT ENTITLED: "AN ACT CREATING THE MONTANA 

COMMUNITY INFRASTRUCTURE ACT: CREATING AN INFRASTRUCTURE 

TRUST FUND WITHIN THE PERMANENT COAL TAX TRUST FUND; 

AUTHORIZING THE CREATION OF A STATE DEBT THROUGH THE 

ISSUANCE OF COAL SEVERANCE TAX BONDS FOR THE PURPOSE OF 

MAKING LOANS FOR LOCAL GOVERNMENT INFRASTRUCTURE PROJECTS; 

PROVIDING FOR THE TERMS AND CONDITIONS OF LOANS; PROVIDING A 

METHOD FOR RECOMMENDING PRIORITIES FOR LOANS; REQUIRING 

LEGISLATIVE AUTHORIZATION FOR LOAN PROJECTS; ANB 

APPROPRIATING MONEY IN THE SPECIAL REVENUE ACCOUNT TO THE 

DEPARTMENT OF COMMERCE FOR USE BY LOCAL GOVERNMENTS FOR 

ENGINEERING STUDIES FOR LOCAL GOVERNMENT INFRASTRUCTURE 

PROJECTS; AMENDING SECTIONS 17-5-701, 17-5-702, 17-5-703, 

17-5-704, 17-5-706, AND 17-5-719,--85-¼-683,--85-¼-684, 

85-±-685,-8S-¼-6¼TT-85-½-6½8,-8S-±-6¼9,-ANB--85-l-ci9, MCAL 

AND PROVIDING AN EFFECTIVE DATE." 

EE IT ENACTED BY THE LEGISLATURE OF THE ST;\TE OF MONTANA: 

Section 1. Section 17-5-703, MCA, is ..imended ::·_o redd: 
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HB 0795/02 

"17-5-703. Coal severance tax trust funds. (1) The 

trust established under Article IX, section 5, of the 

Montana constitution shall be composed of the following 

funds: 

(a} a coal severance tax bond fund into which the 

constitutionally dedicated receipts from the coal severance 

tax shall be deposited; 

(b) A coal severance tax infrastructure fund; 

tbtill a coal severance tax permanent fund: and 

tetl!!l a coal severance tax income fund. 

{2) The state treasurer shall from time to time 

transfer to the e~e~-~evePeftee-~e~-~~~meftefl~ coal severance 

tax infrastructure fund all money in the coal severance tax 

bond fund except the amount necessary to meet all principal 

and interest payments on bonds payable from the coal 

severance tax bond fund on the next two ensuing semiannual 

payment dates. The state t_!_e.:!_SJ!_rer shall from time to time 

transfer to the coal severance tax permanent fund Ts, 50% of 

the money in the coal ~eyeraDce tax infrastructure fund not 

enctlmbered-£or-p~e;eee~-~y-e~e-±egi~~aetlre. 

j__3J The ~ose of the coal severance tax 

infrastructure ~und is to assist local governments in 

fundin~frastructure projects. Interest earned on the coal 

severa1H.'P_tL~.x ir.frastrucr:ure fund MUST BE DEPOSI'T2D "tN P.. 

SPECl~_!.. HEVENUE . .:l.CCOUNT. UP TO $10 MILLION A "£EAR is 

-2- HB 795 
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HB 0795/02 

available for reducing principal and intecest payments on 

coal severance tax bonds issued foe local government 

infrastructure projects AND BONDS ISSUED PURSUANT TO TITLE 

17, CHAPTER 5, PART 16, FOR PROJECTS APPROVED BY THE 

LEGISLATURE TO RECEIV~ A SUBSIDY." 

Section 2. Section 17-5-701, MCA, is amended to read: 

w11-5-701. State of Montana coal severance taz bonds. 

This part provides for the issuance of state of Montana coal 

severance tax bonds (also referred to as coal severance tax 

bonds in this part) to~ 

1.11 finance water resource development projects and 

activities in the state designed to provide, during and 

after extensive coal mining, a healthy economy, the 

alleviation of social and economic impacts created by coal 

development, and a clean and healthful environment for 

present and future generations; and 

ill allow local .9.overnments a cost-effective 

alternative method of financing infrastructure projects that 

enhance the quality of life and protect the health, safety, 

and welfare of Montana's citizens and that support 

long-term, stable economic growth and job creation by 

keeping Montana competitive with nearby states through the 

provision of the infrastructure necessary for economic 

qrowth. 11 

Section 3. Section 17-5-702, MCA, is amended to read: 

-3- HB 795 
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HB 0795/02 

"17-5-702. Purpose and intent. (1) The purpose of the 

coal severance tax trust fund bond provisions of this part 

and [sections 6 through 10] is to establish the authority to 

issue and sell coal severance tax bonds that have been 

approved by an act of the legislature for financing specific 

water resource development projects and activities and local 

government infrastructure projects and activities in the 

state authorized by the legislature and ta guarantee 

redemption of stteh the bonds by revenue decived from the 

receipts from the coal severance tax imposed by Title 15, 

chapter 35, part 1, and ,~eh other money as the legislature 

may from time to time determine. 

( 2) The legislature intends that projects to be 

financed by coal severance tax bonds include1 

~ water resource development projects and activities 

as part of the water development program established in 

Title 85, chapter 1, part 6. The legislature further intends 

that the income from water resource development projects and 

activities in excess of the amount required for debt service 

and operation and maintenance of those projects and 

activities be deposited in the water development state 

special revenue account established i~ 85-1-604. 

(b) local government infrastructure ~ects and 

activities as part of the local government infrastructure 

program established in [sections 6 through 10]. The payments 

-4- HB 195 
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of principal and interest on local government infrastructure 

loans in excess of the amount required for debt service must 

be deposited in the coal severance tax permanent fund. 11 

Section 4. Section 17-5-706, MCA, is amended to read: 

"17-5-706. Authority to issue coal severance tax bonds~ 

The board of examiners, upon approval of the legislature as 

here¼~ai~e~ provided in this section, shall issue and sell 

coal severance tax bonds to finance stteh approved water 

resource development projects and activities and local 

9.overnment infrastructure £!..2_jects and activities when 

authorized to do so by any law that sets out the amount and 

purpose of the issue. Each project or activity sfta¼¼ ~ be 

separately approved as to amount by a two-thirds vote of 

each house of the legislature." 

Section 5. Section 17-5-719, MCA, is amended to read: 

•17-5-719. Limitation on amount of coal severance tax 

bonds issued. No more than $%58 $450 million worth of coal 

severance tax bonds may be issued for water development 

projects and activities and local government infrastructure 

E..E£_jects and activities." 

NEW SECTION. Section 6. Purpose. The purpose of 

{sections 6 through 10] is to establish a local government 

infrastructure investment program that will: 

(1) enhance the quality of life and protect the health, 

safety, and welfare of Montana's citizens by creating a 

-5- HB 795 
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partnership between the state and local governments to help 

finance necessary public infrastructure projects: 

(2) support long-term, stable economic growth and job 

creation and help keep Montana competitive with nearby 

states by providing a means for financing the infrastructure 

necessary for economic growth; 

(3) encourage local public facility improvements by 

state investment in improvements in order to make these 

improvements affordable to Montana citizens; 

(4) protect future generations from the undue fiscal 

burdens that result when infrastructure systems are 

inadequate or are allowed ta deteriorate; 

(5) encourage maximum use of all available private and 

public funding sources; 

(6) complement and improve the effectiveness of 

existing private and public infrastructure financing 

mechanisms and improve coordination between state and 

federal infrastructure financing programs; and 

(7) encourage coordinated, long-term strategies for 

addressing Montana 1 s infrastructure needs. 

NEW SECTION. Section 7. Eligible 

county, incorporated city or town, 

projects. 

consolidated 

( 1) A 

local 

government, ~ehoo¼-d±~~r~~t, OR special purpose district,-or 

~ri~ete--"o"p~e~~t-~e~porotio~-thae-pro~ide~-tttb~ie-~e~~iee~ 

is eligible to apply for a loan under [sections 6 through 

-6- HB 795 
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10]. 

(2) Loans may be made for the direct costs related to 

the planning, design, construction, reconstruction, 

acquisition, alteration, modernization, improvement, or 

expansion of: 

(a) drinking water systems; 

{b) SANITARY OR STORM sewer systems; 

{c) solid waste collection and disposal systems; OR 

(d) ~ransportat±on-systems~ 

tet--~e¼eeomraaniea~±ons---anft---other----h±9h-~eeftne¼egy 

sys~ems-fer-eetteat±on~-or 

t£t--oeher--ptte¼~e--works--pro;eees--tne--eepsrtme~t--o£ 

eoll.ffleree-de~ermiftes-to-De-±n-the-pab¼±e-±nte~est BRIDGES. 

NEW SECTION. Section 8. Priorities for projects 

procedure. (1) The department of commerce shall receive 

proposals for projects from the local government entities 

listed in [section 7(1)]. The department shall work with the 

local government in preparing cost estimates for the 

project. In reviewing project proposals, the department may 

consult with other state agencies with expertise pertinent 

to the proposal. The department shall prepare and submit a 

list of recommended projects to the governor. THE DEPARTMENT 

MAY RECOMMEND EITHER THAT THE PROJECTS BE FUNDED THROUGH THE 

ISSUANCE OF COAL SEVERANCE TAX BONDS OR THAT THE PROJECTS BY 

FUNDED THROUGH BONDS ISSUED Pll_RSUANT TO TITLE 17, CHAPTER s, 
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PART 16, AND RECEIVE A SUBSIDY. 

(2) In preparing recommendations under subsection (1), 

preference must be given to projects based on the following 

order of priority~ 

(a) projects that solve urgent and serious public 

health or safety problemSi 

(b) projects that enable local governments to meet 

state or federal health or safety standards; 

(c) projects that enable local governments to obtain 

funds from sources other than the funds provided under 

[sections 6 through 10]; 

(d) projects that provide long-term, full-time job 

opportunities for Montanans; 

{e) projects that provide public facilities necessary 

for the expansion of a business that has a high potential 

for financial success; 

{f) projects that result in a benefit to the public 

commensurate with the size of the grant; 

(g) projects that reflect greater need for financial 

assistance than other projects; and 

(h) projects that are high local priorities and have 

strong community support. 

(3) The legislature shall authorize the board of 

examiners to sell coal severance tax bonds to finance loans 

for the projects authorized by the le9isl_ature OR 
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APPROPRIATE MONEY FROM THE SPECIAL REVENUE ACCOUNT 

ESTABLISHED IN 17-5-703il.)_ FOR A SUBSIDY ON PROJECTS 

AUTHORIZED TO RECEIVE THE SUBSIDY AS PROVIDED IN SUBSECTION 

ill· 

NEW SECTION. Section 9. Loan terms. (1) The period for 

repayment of a local government infrastructure investment 

loan may not exceed 30 years. The department of commerce 

shall from time to time establish the interest rate at which 

loans may be made under [sections 6 through 10] that is 

sufficient to cover the bond debt service for a loan. 

(2) The department of commerce shall make loans for the 

local government infrastructure projects approved by the 

legislature. 

NEW SECTION. Section 10. Administration of loans. The 

department of commerce shall: 

(1) administer the loan program established by 

[sections 6 through 10]; and 

(2} service loans made or contract and pay for the 

servicing of loans. 

Section 11. Section 17-5-704, MCA, is amended to read: 

"17-5-704. Investment of funds. (1) Money in the coal 

severance tax bond fund, the coal severance tax permanent 

fund, the coal severance tax infcastructure fund, and the 

coal severance tax income 'fund must be invested in 

accordance with the investment standards for coal severance 
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tax funds except as provided in subsection (2). lfteeme 

Subject to the provisions of 17-5-703(3), income and 

earnings from all funds must be transferred to and retained 

in the coal severance tax income fund until appropriated by 

the legislature. 

(2) Except as provided in subsection (l) and section 1, 

Chapter 634, Laws of 1989, beginning on July 1, 1990, the 

legislature shall appropriate 15% of the income and earnings 

from all funds to be deposited to the state equalization aid 

account each year." 

Seet±on-¼i•--Seet~en-85-¼-68~,-M€A7 -±s-amended-to-read~ 

~a5-½-68~~--water--deve¼epfflent eoa¼--9everanee-tax-bend 

debt-~erv±ee-fttnd-ereated----eoa¼-severanee-tax-a¼½oeated--

water-deve¼opment %ean-%ess-re~eP•e--ittnd--ereated•--tit-tat 

~here-±s-ereated-a-water-deve¼opment eoa¼-severanee-tax-bend 

debt---serviee--£ttnd--with±n--the--deb~--ser•±ee--£ttnd--type 

estabtis~ed-in-tr-z-¼9~. 

tbt--~he-stete-~ted~es-and-a¼¼eeates-and-d±reets--to--be 

ered±ted--to--the--wate~--d:eve¼opment--debt-ser~±ee-£ttnd7-a~ 

!'"eeeived:"!" 

t±t--t-¼f4%-e£-a¼¼-meney-from-t±me-to-e±me-~eee±ved-from 

the-eoai-~e¥e!'"a"ee-tax-eo½ieeted:-ttnder-~±t¼e-i5,-eha~ter-~5, 

and:--remaining--a£~er---ai¼oeat±on---o£---saeh---~ex---ttnder 

i5-35-i99ttt-and-tlts 

t±~t-any----p~~n~~~a±---6~d:---aeer~ed---±n~ere~t---ttnde~ 

-10- HB 795 



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0795/02 

8S-¼-6¼3t3ttat-reee¼•ed-¼n-repaym..,.e-or-a-¼oan-made-rrom-ehe 

proeeeds-o£-bonds-isstted-ttftder-85-¼-6¼~; 

ti¼it-a¼¼-±nteres~-ifteeme-earned-en--preeeeds--0£--waCer 

de¥e¼epment eoa¼-severanee-e~-bonds; 

t±vt-reve~tte-er-money-otherwise-~eqttired-te-be-paid-±nto 

the--water-deYe¼opment coa¼-severa"ee-tax-bond-state-speeia¼ 

reventte-aeeettnt-pttrsaant-to-85-¼-69•7-as-determ±ned--by--the 

board--or-examiners-±n-eonneetion-wit~-the-±ssaance-oE-bonds 

pttrsaant-to-~it¼e-¼~7-ehapter-S7-part-~7-and-85-¼-6¼T;-an~ 

tvt--money-reeeived--£rom--the--water--deve¼opment coa¼ 

severaftee-tax-bond-¼ean-¼ess-reserve-£and-as-t"e-restt¼t-o£-a 

lean-¼esso 

tit--tat-~here--¼s--ereated--a--water--deve¼eJ:'meftt eea¼ 

se•eranee--taK--bond--¼ean-¼ess-reeer•e-~~nd-w~th±n-the-debt 

ser•¼ee-fttnd-type-estab¼¼shed-±ft-¼i-i-±8iT 

tbt--~he-state-p¼edges-aftd-a¼¼oeates-aftd-d±reets--to--be 

eredited--te--the--water-de¥e¼e~ent eea¼-se¥eranee-tax-bcnd 

¼oan--¼ess--reser•e--£und---aii---aeertted---¼nterest---under 

85-±-6±3t3ttbt-reee±ved-¼n-repayment-o£-a-¼eaft-made-£rom-the 

proeeeds-or-bends-¼ssaed-ttnder-8S-¼-6±iT 

tet--rr--the--department-determ±nes-that-a-¼oan-¼ess-ftas 

oeeurred-on-a-¼ean-fflftde-pttraaant-to-th±s--part7--rttnde--rreffl 

tfte--water--deve¼epment eeaT--se•eranee--~ax-bend-¼een-¼ose 

~e~e~•e-Eand-mue~-be-transrer~ed-te--tne--wa~e~--~~¥elopment 

eea¼-~e•eranee-tax-bend-debt-~e~•±ee-E~nd-t"-an-amottnt-eqtta¼ 
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te--tfte--afflettnt--~ftat--wett¼d-etherwise-be-a•a±iabie-rer-debt 

se~•¼ee-ttnder-sttbsect%en-t¼ttbt-as--a--res~¼t--o£--the--¼oaft 

¼ess-." 

Seet¼on-¼3,--Seet±on-85-¼-684,-Me~,-¼s-amended-to-read~ 

ues-¼-684T--Waeer---de•e¼opment--etaee--spee¼a¼--reventte 

aeeoant-ereated-----reventtes--a¼¼oeated------¼im±taeiens--on 

apprepr±at±ons--rrem--aeeottftt-.--t¼t-~here-¼9-ereated-a-water 

deve¼epment-state-speeiai-reventte-aeeount-w±th±n--the--state 

spee±a¼-reventte-rttnd-estab¼¼shed-±n-¼T-i-¼8i~ 

tit--Bxeept--to--the-extent-that-they-are-req~±red-to-ee 

ered±ted-to-the-water-deve¼opment eoa¼--severanee--tax--nend 

debt--ser~¼ee-fttnd-pttrsttant-to-85-±-6837-there-sha¼¼-be-pa¼d 

into-the-water-deveiopment-state-spee±a¼-reventte-aeeeunt~ 

tat--a¼¼-re•enttes--el--tfte--wor~s--and--etfter--meney--as 

pro¥¼ded-±n-85-¼-33i~ 

tbt--39%---or---the--¼nterest--±neome--er--the--resottree 

¼~deffln¼ty-trttst-rttnd-as--p~ev¼ded--¼n--and--sttb;eet--to--the 

eond±t¼ens-ol-¼S-38-~9~; 

tet--t"e--exeess--or--the--eoa¼--se•eranee--tax-proeeeds 

a¼¼oeated--by--85-¼-693--to--the--water---deve¼or,ment eoa¼ 

severanee--tax--bend--debt--serv±ee--fttnd-abe•e-~ebt-ser•¼ee 

reqtt¼rements-as-pre~¼ded-¼n-and-subjeet-~e-th.e-eend¼~¼ons-oE 

85-:-6¼9,-and 

tdt--4ny-£ees-or-eh.ar~es--eoiteeeed:--by--the . ..,..-d.e-pa.r~tae-ft·t 

pttr9tt8"t--to--es-%-6¼6-£&r-t~e-serv~e½ng-ef-¼ea:fts,-tne¼~4~Ag 

-12- H9, 795 



/ 

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0795/02 

arrangements-£or-ebtain¼nq-seettr¼ty-interestsT 

t3t--Appropr±at¼ons--may--be---fflade---£rom---the---water 

development--state-spee±a¼-revenue-aee0unt-£or-the-£o¼¼ew±ng 

pttrposes-and-suejeet-to-the-£o¼¼ow±n~-eend±tions~ 

tat--An-amettnt-¼ess-than-or-eqttai-to-that-paid-±nto--the 

aeeettnt---ttnder---85-¼-33%--and--on¼y--that--amottnt--may--~e 

appropr±ated--£or---the---operat±on---and---ma±ntenanee---o£ 

state-ewned--projeets--and--w,r~so--i£--the--amottnt-o£-money 

ava±lab¼e-£or-apprepr±ation-ttnder-th±s-sttbseetion-t3tfat--is 

9reater--tftan--tftat--necessary-£or-eperat±on-and-ma%ntenanee 

eKpenses7-the-excess-may--be--apprepriated--as--preYided--¼" 

sttbsectien-t3ttbt7 

tbt--Aft--amett"C-±ess-than-or-eqtta¼-Ce-thet-paid-into-the 

aeeettnt-Erom-the-resottree-¼ndemnity-trttst-aeeettnt--p¼tts--any 

e~cess--Erem--sabsectien--t3ttat-and-eniy-tftat-amettnt-may-be 

appro~riated-Erom-the-aeeottnt-£or~ 

tit--the--rehab±¼itat¼on--of--sta~e-owned--pro;eets--a"d 

wer~s7--±ne¼ttd±n~--the--rehab¼¼itat±on---e£---spi½½ways---0£ 

state-owned-dams; 

t±it-the-£ermtt±at¼on-of-downstreaffl-emergeney-warn±ng-and 

eveettation-p±ans-£or-state-ewned-damer 

t¼¼±t-the--deve¼epfflent--0£--the--hydrepewer-potent±a¼-0£ 

state-e"ned-dame~ 

ti~t-aee±etanee--±n--the--±mpTementat±en--0€--tke--water 

reeervations--estab¼±shed--ttnder--85-i-3½6--of--eoneer~at±on 
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distriets~ 

tvt--the-promot±on-o£-the-de~e¼epment-o£--o££stream--aftd 

tribtttary-sterage~ 

t¥it-the-promet¼en-or-;e¼~t-state-tr±ba¼;-state-tedera%T 

and-state-tr±ba¼-federa%-water-deye~opment~ 

tv±±7-pro;eets---er--pregrams--that--~mpreve--water--ttse 

e~fie±eney7-inelttd±ng-deve¼opment-0£--new,--e£t±e±ent--water 

systems--and--rehab±¼itat±on--0£-o¼der7-¼ees-e££±e±ent-water 

systeffl97 

tvi±±t-adm±n±strat±ve--expenses7---¼nc±ttd±ng---bttt---net 

¼±m±ted---te---the---sa¼ar±es--and--expenses--oi--persenne¼T 

eqtt±pfflent7-ef£iee-spaee7-and-etfter-neeess¼t¼es--±ncttrred--±n 

the--adm±nistrat±on--0£-the-water-deve¼opment-program-e~eept 

the-adm±n±stration-e£-¼oans-and-grants~-and 

t±xt-any-other-expenditttres-that-meet-the--pe¼±e±es--aftd 

objeet±~es-ot-the-state-water-deve¼opment-program. 

tet--An--ameant-¼ess-than-or-eqtta¼-to-that-paid-¼nto-the 

aeeottnt-from-the-settrees-pro¥ided-for--ift--fe7--aftd--tdt--0E 

s~b9eet±on-t~t-and-on½y-that-amettnt-may-be-appropr±ated-£rom 

the--ae~otlnt--£or--Xoans--and--grants--£er-water-de~eiopment 

pro;eets-and-ee~±v±t±es7-ro~-pttrehase-of-l¼ens-and-o~erat±en 

o€-prepe~ty-e~--~~e~Tded--in--S5-¼-6¼57--€er--adm±nietret±ve 

expenees,--±ne¼tld~n~--btlt--not--±im±~e~--~e-the-se±ar±e~-end 

e~pen~ee-0£-per~on~~+,-e~tl±pme~e7-Bnd-of~~e~-~paee~-for--the 

~ervTe±ng--eE--io~~~,--±n~±~d±n9--arrangement~-for-obtein±n9 
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seearity-¼nterests7-and-£or-otfter--neee9s¼tiee--tnearred--¼n 

adminieter¼ng-Che-¼oans-and-grantsTu 

Seetion-¼4T--8eeCion-85-¼-695,-M€A7-¼s-amended-to-read~ 

uas-¼-6&5T--6ranCs7-ioaneT-and-bende-£or-~tate-and-¼eea¼ 

gewernment--ass¼etaneeT--t¼t-~he-depart~ent-fflay-reee!'Mlend-te 

the-teg*e¼atttre governor-that-grante-ane-teane-be-made--rreffl 

eea½---seweranee---tax---proeeees--depoeited--in--the--water 

deve¼opment-state-spee¼a¼-revenae--aeeottnt7--that--loans--be 

made-£rom-water-deve¼opment eoa¼-severanee-tax-bond-proeeeds 

depesited--in--the--water-deve¼opment-aeeoant,-and-that-eoa¼ 

se•eranee-tax-bonds-be--atttherized--pttrsttant--te--~¼t¼e--lTT 

ehapter--S7--part--T7--te-~re•±de-~±nane¼a¼-ass¼stanee-£er-a 

water-de•e¼epment-pre;eet-te-a--depar~fflent7--a~eney7--~eard, 

eomm¼ss¼en 7--er--ether--d¼Yis¼on-e£-state-gevert'Ufteftt-or-te-a 

e¼ty7 --eettnty7--er--ether--pe¼itiea¼--s~bdivieie"--er--¼eea¼ 

geverm1tent-bedy-e£-the-etate.-~ne-geverner-eha¼¼-review--the 

pre;eets--reeefflll\ended--ttnder--tftis--seetien-eftd-the-prejeets 

reeeffl!llended-by-the-department-0£-eernmeree-ttnder-tseet±on--at 

end--sha¼¼--sttbmit--a--¼ist--0£--reeel'llfflended-projeets-to-the 

¼eg¼s¼atttre•-~fte-¼egis¼atare-may-approve-by-apprepriation-or 

other-apprepr¼ate-means-those--gra~ts--and--¼eans--it--£±nds 

eons¼stent-witft-tfte-po¼±e±es-and-pttrpeses-e£-the-programT 

t~t--ln-add%t¼on-to-imp¼ement±ng-those-pro;eet~-a~preved 

by--the-teg¼s¼atare7-t"e-department-may-~eqtte~t-ttp-~o-¼9%-e£ 

~fte•£ands-ava±¼ab¼e-£or-grancs-£rem--ehe--waeer--deve¼opmen~ 
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speeia¼--revefttte--aeeettftC--in--any--b±ennittm--Ce-be-ttsed-fer 

emergeneies.-~hese-emergeney-pre;eecs-mast--be--appreved--by 

the--department--and--be-de£¼ned-es-tftose-p~ojeets-whieh7-i£ 

de¼ayed-anti¼-¼egis¼at±ve-appreve¼--ean--be--obtained7--wi¼¼ 

eaase--sttbstantia¼-damages-or-¼ega¼-¼ian±¼iCy-ce-the-pre;eet 

sponser,-Tn-a¼¼eeatin9--saeh--£ands7--the--departmenc--sha¼¼ 

in~orm-the-iegis¼ative-£inanee-eonun±ttee-of-~he-¼e~is¼atttreT 

t3t--~he--grants--and-¼oans-pro~ided-£or-by-t~is-seet¼en 

may--be--made--rer--e~e--pttrehase7--¼ease7--deve¼epmen~,--er 

eenstraetion-0£-water-deve¼epment--pro;eets--and--aetivities 

fer--the--eenservatien 7 --management7 --ase7--deve¼epment7--or 

preteetien--of--the--water--and--re¼ated-agriea¼tara¼7-¼and7 

fi~h7-wi¼d¼i£e,-and-water-reereatien-resoarees-in-the-state; 

for-the-pttrpese-o£-£easibi¼±ty-and-deeign-stttd¼es--£ep--stteft 

projeete~---fer---de•e¼opment---e£---p¼ans---rer---aad---the 

rehabi¼itac¼oft7---expansien7---and---med¼£ieat¼eft--of--wate~ 

de¥e%epment-pre;eets,-eor-ether-water--deve¼epment--prejee~e 

and--aetiv¼t¼ee-that-w¼¼¼-enhanee-the-water-reeottrees-e£-the 

state;--and---for---e¼m¼¼ar---p~rposes---appreved---by---the 

¼e9±s±atttre~• 

Seetion-¼5,--Seet±oft-85-¼-6±T7 -M€A7-ie-amended-to-read~ 

ues-i-6iTT--fsstt±ng--bendsT--fit--When-attther±red-by-the 

Tegie¼at~re-and-within-the-Ttm¼t~-ef-the--atttftort~ation--and 

w¼thi~--tne-fttrther-±±m±tat¼ene-ee~ae¼±s~ed-tn-tft¼s-see~¼en7 

the-beard-e£-examiners-may-±sstte-end-ee¼¼-waeer--dev@¼epmen~ 
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coa¼--seTeranee--tax--bonds--0£--tne-state-in-the-amoant-and 

fflanner-it-eonsiders-neeessary--an~--proper--to--fiftanee--tfte 

water--de¥eie:prnent--loan--program--and--the-¼oea¼-go~ernment 

±ftfrastrttetttre-¼oan-programT-~he-£tt¼¼-£a±th-and--eredit--and 

taxing--powers--0£--the-atate-are-ptee~ed-for-the-prefflpt-and 

ftt¼¼-payment--0£--ai¼--bonds--so--±sstted--and--interest--and 

redempt±on--premittms--payabie-thereon on-the-bonds-aeeording 

to-their-terms7 

tit--Each-series-0£-water-deve¼opment coa¼-se~eranee-tax 

bonds-may-be-isstted-by-the-board-0£-examiners7-ttpon--reqttest 

0£--tke--board--0£-naettra¼-resottrees-and-conservat±on-or-the 

department-ef-eoffiffleree,-at-pttb¼±e-or-pr±Yate-sa±e7 --±n--stteh 

denem±nat±efte--aftd--iefms7--whether--~ayab!e--te-bearer-w±th 

at~e.ehed-±nterest-cottpons-er-registered-as-to--pr±nc±pa~--er 

ae--te-both-pr±ne±pa¼-and-±nterest7-w±th-stteh-preyie±ene-£or 

eenvers±on-or-exchange-and-£er--tfte--±ssttanee--of--notee--¼n 

ant±e±pation--ef--t"e--±ssttanee-ot-de£±n±t±~e-bonde7-bear±ftg 

±nterest-at-stteh ~-rate-or-rates7-matttr±ng-at-stteh ~-rate-or 

rates,-matttr±ng-at-stteh ~-t±me-er--t±mes--net--e~eeed±n9--39 

years--Prem--date-ef-isstte7-sttb;eet-to-optiena±-or-mandatory 

redem~t±on-at-stten-ear¼±er-t±mes-and-pr±ees--and--tt~en--stteh 

not±ee,--witn--stteh--pro~±s±ons-£er-payment-and-6+s~her~e-by 

the-depos±t-ef--fttnds--or--~eett~itie~--in--eee~ov--£er--that 

~ttrpose7--aftd--paya~te--et--the--0££iee--0£--~tteh ~-ban~in9 

±nstitttt±on-or-+netitttt±ons-within-or-otttside-the-sta~e,--~~ 
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the--beard--0£--examiners--she¼¼--deterfflifte--sttbjeet--to-the 

±imitatio"s-eontained-in-tn+s-seetien-and-¼T-5-T3¼T 

t3t--In-the-±ssttanee-o£-eaen-series-o£-wftter-deve¼epmeftt 

eoa¼--se~era"ee--tax--bend~,--tne--iftterest--rates--aftd--the 

matttritiee-and-any-mandatory-redemption--proT±s±e~e--the~eef 

sha¼¼ e£-the-bende-mttet-be-eetab¼ished-±n-stteh ~-fflanner-that 

the--£ttnd9-then-epee±£±eally-pled~ed-and-eppropr±eted-by-lew 

to-the--wate~--deTe¼epffleftt eoa¼--se¥eranee--tax--bend--debt 

serviee--£ttnd-wi¼!-in-the-jttdgment-o£-the-beard-o£-exam±ners 

be-reeeived-in-an-amottnt-sttfficient-in-eaeh-year-to-pay--a¼% 

~r±neipa¼,-redemption-prefflittms7 -and-interest-dtte-and-payab¼e 

+n--that--year--with-respeet-to-that-and-e¼½-p~ier-series-of 

stteh--bends7--exeept--otttstanding--hoftes--as--eo--whieh--the 

eb¼i9ation-0£-the-state-has-beefl-dtsehar9ed-by--the--de~os¼t 

o£--fttftds--or--seettrittes--stt££icient--fer--the±r-payment-in 

aeeordance-w±th-the-terms-0£-the-reso½utiefts-~y--which--they 

are-attthortzed-to-be-±ssttedT 

t4t--Tft--aT½--o~her--respee~s7 -the-board-of-exam±ners-±s 

attthorized-to-preser±be-the-form-and-ter~s-ef-the-~onds--and 

ftetee--and--sMal±--do--whate~er--+s-Tawftt½-a"d-neeessary-fer 

tne±r-iss~aftee-and-payfflent,--Stteh Phe--eoa¼--se~eranee--tax 

bonds,--ftote~,--and-any-±neeres~-eou~ons-appttrtenant-thereto 

to-the-bonds-must-be-si9ned-by-ehe-members-ef-the--board--of 

examiners,--and-the-bond~-a~O-~otes-ffl~~t-be-~s~tted-ttnder-the 

9reat-sea±-of-th~-~tate-0£-~entana,-~he--bonds,--netes,--and 

-1B- HB 795 
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bond-debe--ser•¼ce--fu"d--must--be--used--te--pay--tnterest, 

prineipa¼7 -and-redemptien-prem¼ttms-when-dtte-and-payab¼e-w±th 

respeet--te--water-deve¼opment coa¼-se•eranee-tax-bonds,-and 

£er-bende-isstted-pr¼or-to-¼98S7-te-aeettmttlate-a-~eser•e--Eor 

the-rttrther-secttr¼ty-of-etteh-paymentea 

t3t--After--the--reser•e--preY¼ded-£er-in-ettbseet±on-t%t 

fer-bonds-issaed-pr¼or-te-¼985-has-been-aecttmttlated--in--the 

water-de•e¼epment eea¼-severanee-tax-bcnd-debt-serviee-fttnd, 

money--at--any--time--reeeived-¼n-the-water-deve~epment eoa¼ 

severance-tax-bond-debt-serviee-£ttnd-£rem-water--developtleftt 

projeets-¼n-exeess-o£-that-amottnt-mttst-be-trene£erred-~y-the 

treasttrer--to--the--water--deYe¼epment-state-spec±a¼-re•entte 

aeeottntea 

Seet±en-¼Bo--Sect±on-85-¼-6i&7-M€A,-±s-amended-to-read~ 

a95-1-6~8T--Water---deveieP111ent eoa±---se•eranee---tax 

re£ttnd±ng-beftds.--t¼t--~he--board--e£--e~affl¼fters--may--±sstte 

re£ttnd±ng--~ends--at-stteh-t±mes-and-in-sttch-amottnts,-±£-any, 

as-may-be-necessary-te-pay-pr½fte±pa±-or--±nterest--dtte--t"ae 

eannet--be--paiG--frem--£ttnds--then--en--hand--±n--the-water 

de~e±opment eea¼-se•eranee-tax-bend-debt-ser~~ce--£ttndo--~he 

~eard--o£-exam±ne~s-may-a¼eo-isstte-re£ttnd±ng-bends-te-re£and 

etttstand±ng--bonds--before--matttr±ty--£er--~he--porpe~e---e£ 

extend±ng--the-fflatttr±ties-theree£ e£-the-otttstand±ng-ben0-~o 

£ar-as-determ~ned-by-the-beard-ef-examiner~-to-be--ne~es~ary 

to--assttre ensare--that-t"e-£ttnds-then-p±edged-to-tne-water 
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de•e±opment eoa¼-severanee-taK-bend-debt-serY±ee--fttnd--w±¼¼ 

be--stt££±e±ent--£er-paym.ent-o£-pr±neipa¼-and-interest-dtte-±n 

sttbse~ttent-yearso-~he-board--0£--exam±ners--may--a±so--±sstte 

re£ttnd¼ng--bonds-to-re£ttnd-etttstand±ng-bends-be£ere-fflatttr±ty 

£er-the-pttrpese-e£-redtte±ng-t"e-±nterest-cost-or--the--tota¼ 

amo~nt--0£--pr±ne±pa¼--and--±nterest--payab¼e-tftereen on-tfte 

etttstanding-bendso 

tit--No-re£ttnd±ng Re£ttnd±ng-bonds-may-not-be-±sstted--and 

se¼d-Mere-than-3-Menths-berere-ali-bends-refttnded-thereby ~ 

the--re£ttnd±ng--bends--metttre--or--are-ca¼¼ed-£or-redemp~±on 

ttn¼ess-the-proeeeds-thereo£ o£-the-re£~nd±ng-bonds,-w±th-any 

ether-fttnds-in-the-water-de•e¼epment eea¼-seYeranee-tax-bend 

debt-serviee-£ttnd-that-are--needed--and--ava±¼ab¼e--£or--the 

pttrpese--or-seettr±t±es-pttrehased-£rom-stteh bond-proceeds-and 

other--£ttnds7--are--de~osited--with---a---sttitab¼e---baft~±ttg 

inst¼tttt±on--within-or-otttside-the-state,-in-eserow,-£0~-tae 

ret±rement-ef-the-reE~nded-bonds-at-matttr±ty-or-at--a--pr±or 

date--or-date~-o"-w~±eh-t~ey-haye-beeft-ea¼¼ed-£0~-redemption 

tn-aecerdanee-with-the±r-t@rms7 -+n-an-amettn~-and-in-a-manner 

s~££±eient-ttnder-the-provisions-se~ttr¼n9-the-re£ttnded-Oondsr 

~o-that-the-~~ate~~-obt±gat±on-to-~ay-the-same bends7--£rom 

~ottrees-other-than-the-eserow-f~nd7-±s-dise~argedT 

t3t--No--new New-debt-may-not-be-ereated-by-the-±sstl8nee 

o~-r~f~nd±ng-bend~-t~-aeeo~denee-w±th-th±~-~eet±en,-b~t-3tteh 

~he-ref~nding--bond~--~nat±--e~±oe~ee--the--debt--prev±otts¼y 
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l ereated--and--sha¼¼-he ~-aeettred-by-the-p¼ee~e-er-the-rtt¼¼ 

2 faiCh-and-ered¼t-and-~ax¼n~-pc,were-eE-the-state-and--ey--the 

3 farther--pro•¼sions--0£--Chis-part-in-the-same-ma"ner-as-the 

4 bends-rerunded-therebyT~ 

5 NEW SECTION. SECTION 12. APPROPRIATION. THE MONEY 

6 ACCUMULATED IN THE SPECIAL REVENUE ACCOUNT CREATED IN 

7 l7-5-703ill IS APPROPRIATED TO THE DEPARTMENT OF COMMERCE TO 

8 BE USED FOR ENGINEERING STUDIES FOR ELIGIBLE PROJECTS UNDER 

9 

10 

( SECTION 7 I • 

NEW SECTION. Section 13. Three-fourths vote. Because 

11 (this act] appropriates money that would otherwise be 

12 deposited in the coal severance tax permanent fund, a vote 

13 of three-fourths of the members of each house is required 

14 for enactment of (this act). 

15 NEW SECTION. SECTION 14. EFFECTIVE DATE. [THIS ACT] IS 

16 EFFECTIVE JULY l, 1991. 

-End-
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RE-REFERRED AIJD 

APPROVED BY COMMITTEE 
ON APPROPRIATIONS 

AS AM!NDED 

HOUSE BILL NO. 795 

INTRODUCED BY HARPER, TOWE, CROMLEY, RANEY, DARKO, TOOLE, 

VANVALKENBURG, MAZUREK, JACOBSON, BECKER, J. BROWN, SCHYE, 

DRISCOLL, SQUIRES, SOUTHWORTH, OOLEZAL, DAILY, STRIZICH, 

J. DEBRUYCKER, G. BECK, FORRESTER, BARDANOUVE, WANZENRIED 

A BILL FOR AN ACT ENTITLED: "AN ACT CREATING THE MONTANA 

COMMUNITY INFRASTRUCTURE ACT; CREATING AN INFRASTRUCTURE 

TRUST FUND WITHIN THE PERMANENT COAL TAX TRUST FUND; 

AUTHORIZING THE CREATION OF A STATE DEBT THROUGH THE 

ISSUANCE OF COAL SEVERANCE TAX BONDS FOR THE PURPOSE OF 

MAKING LOANS FOR LOCAL GOVERNMENT INFRASTRUCTURE PROJECTS; 

PROVIDING FOR THE TERMS AND CONDITIONS OF LOANS; PROVIDING A 

METHOD FOR RECOMMENDING PRIORITIES FOR LOANS; REQUIRING 

LEGISLATIVE AUTHORIZATION FOR LOAN PROJECTS; ANB 

APPROPRIATING MONEY IN THE SPECIAL REVENUE ACCOUNT TO THE 

DEPARTMENT OF COMMERCE FOR USE BY LOCAL GOVERNMENTS FOR 

ENGINEERING STUDIES FOR LOCAL GOVERNMENT INFRASTRUCTURE 

PROJECTSL AMENDING SECTIONS 17-5-701, 17-5-702, 17-5-703, 

17-5-704, 17-5-706, AND 17-5-719T--85-¼-6937--B5-¼-694T 

85-¼-6857-8S-¼-6¼T7-85-¼-6:8,-85-¼-6¼9,-ANB--85-¼-6i8, MCAL 

AND PROVIDING AN EFFECTIVE DATE." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 17-5-703, MCA, is amended to cead: 

~-- ,..,,,, • ., •• <=ncil 
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"17-5-703. Coal severance tax trust funds. (lJ The 

trust established under Article IX, section 5, of the 

Montana constitution shall be composed of the following 

funds: 

(a) a coal severance tax bond fund into which the 

constitutionally dedicated receipts from the coal severance 

tax shall be deposited; 

(b) A coal severance tax infrastructure fund; 

tbt1£l a coal severance tax permanent fund; and 

tet.ifil a coal severance tax income fund. 

(2) The state treasurer shall from time to time 

transfer to the eoa¼-seve~ance-tax-permanen~ coal severance 

tax infrastructure fund all money in the coal severance tax 

bond fund except the amount necessary to meet all principal 

and interest payments on bonds payable from the coal 

severance tax bond fund on the next two ensuing semiannual 

payment dates. The state treasurer shall from time to time 

transfer to the coal severance tax permanent fund ~s, 50\ of 

the money DEPOSITED in the coal severance tax infrastructure 

fund IN THE PRECEDING YEAR ftee-eftettmbered--~er--pre;eees--by 

the-¼e~¼s%atnre. 

ill The ~se of the coal severance tax 

infrastructure fund is to assist local governments in 

funding infrastructure projects. Interest earned on the coal 

severance tax infrastructure fund MUST BE DEPOSITED IN A 

-2- HB 795 
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SPECIAL REVENUE ACCOUNT. UP TO $10 MILLION A YEAR is 

available for reducing principal and interest payments on 

coal severance tax bonds issued for local government 

infrastructure projects AND BONDS ISSUED PURSUANT TO TITLE 

17, CHAPTER 5, PART 16, FOR PROJECTS APPROVED BY THE 

LEGISLATURE TO RECEIVE A SUBSIDY." 

Section 2. Section 17-5-701, MCA, is amended to read: 

•17-s-101. State of Montana coal severance tax bonds. 

This part provides for the issuance of state of Montana coal 

severance tax bonds (also referred to as coal severance tax 

bonds in this part) to~ 

ill. finance water resource development projects and 

activities in the state designed to provide, during and 

after extensive coal mining, a healthy economy, the 

alleviation of social and economic impacts created by coal 

development, and a clean and healthful environment for 

present and future generations: and 

ill allow local governments a cost-effective 

alternative method of financing infrastructure projects that 

enhance the quality of life and protect the health, safetyr 

and welfare cf Montana's citizens and that support 

long-term, stable economic growth and job creation by 

keeping Montana competitive with nearby states through the 

provision of the infrastructure necessary for economic 

growth." 
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Section 3. Section 17-5-702, MCA, is amended to read: 

"17-5-702. Purpose and intent. (l) The purpose of the 

coal severance tax trust fund bond provisions of this part 

and (sections 6 through 10) is to establish the authority to 

issue and sell coal severance tax bonds that have been 

approved by an act of the legislature for financing specific 

water resource development projects and activities and local 

government infrastructure projects and activities in the 

state authorized by the legislature and to guarantee 

redemption of stteft the bonds by revenue derived from the 

receipts from the coal severance tax imposed by Title 15, 

chapter 35, part 1, and stteft other money as the legislature 

may from time to time determine. 

(2) The legislature intends that projects to be 

financed by coal severance tax bonds include~ 

1!.l water resource development projects and activities 

as part of the water development program established in 

Title 85, chapter 1, part 6. The legislature further intends 

that the income from water resource development projects and 

activities in excess of the amount required for debt service 

and operation and maintenance of those projects and 

activities be deposited in the water development state 

special revenue account established in 85-1-604. 

(b) local government infrastructure E.£2..jects and 

activities as part of the local government infrastructure 

-4- BB 795 
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program established in [sections 6 through 10]. The payments 

of principal and interest on local government infrastructure 

loans in excess of the amount required for debt service must 

be deposited in the coal severance tax permanent fund." 

Section 4. Section 17-5-706, MCA, is amended to read: 

"17-5-706. Authority to issue coal severance taz bonds. 

The board of examiners, upon approval of the legislature as 

hereina£ter provided in this section, shall issue and sell 

coal severance tax bonds to finance stteft approved water 

resource development projects and activities and local 

government infrastructure projects and activities when 

authorized to do so by any law that sets out the amount and 

purpose of the issue. Each project or activity sha¼¼ must be 

separately approved as to amount by a two-thirds vote of 

each house of the legislature." 

Section 5. Section 17-5-719, MCA, is amended to read: 

"17-5-719. 

bonds issued. 

Limitation on amount of coal severance tax 

No more than $i58 $450 million worth of coal 

severance tax bonds may be issued for water development 

projects and activities and local government infrastructure 

projects and activities." 

NEW SECTION. Section 6. Purpose. The purpose of 

[sections 6 through 10] is to establish a local government 

infrastructure investment program that will: 

{l} enhance the quality of life and protect the health, 
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safety, and welfare of Montana's citizens by creating a 

partnership between the state and local governments to help 

finance necessary public infrastructure projects; 

(2) support long-term, stable economic growth and job 

creation and help keep Montana competitive with nearby 

states by providing a means for financing the infrastructure 

necessary for economic growth; 

(3) encourage local public facility improvements by 

state investment in improvements in order to make these 

improvements affordable to Montana citizens; 

(4) protect future generations from the undue fiscal 

burdens that result when infrastructure systems are 

inadequate or are allowed to deteriorate; 

(5) encourage maximum use of all available private and 

public funding sources; 

(6) complement and 

existing private and 

mechanisms and improve 

improve the effectiveness of 

public infrastructure financing 

coordination between state and 

federal infrastructure financing programs; and 

(7) encourage coordinated, long-term strategies for 

addressing Montana's infrastructure needs. 

NEW SECTION. Section 7. Eligible projects. ( 1) A 

county, incorporated city or town, consolidated local 

government, ~ehooi-~i~eriee; OR special purpose distcict;-o~ 

~~i~ete--non~ro£±t-~orpor8tion-thae-~rov±de~-pttb¼ie-~ervtee~ 
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is eligible to apply for a loan under [sections 6 through 

10). 

(2) Loans may be made for the direct costs related to 

the planning, 

acquisition, 

expansion of: 

design, 

alteration, 

construction, 

modernization, 

(a) drinking water systems; 

(b) SANITARY OR STORM sewer systems; 

reconstruction, 

improvement, or 

(c) solid waste collection and disposal systems; OR 

(d) ~ranspertatien-systelll!t; 

tet--~e¼ee011111~nieat¼ons---and---other----high-teehno¼o9y 

systems-ior-edtteatien;-er 

tft--other--pab¼ic--vo~~s--pre;eets--tfte--ftepar~meftt--0£ 

eemmeree-ftete~mines-te-be-in-the-p~b¼±e-interest BRIDGES. 

NEW SECTION. Section 8. Priorities for projects 

procedure. (1) The department of commerce shall receive 

proposals for projects from the local government entities 

listed in [section 7(1)). The department shall work with the 

local government in preparing cost estimates for the 

project. In reviewing project proposals, the department may 

consult with other state agencies with expertise pertinent 

to the proposal. The department shall prepare and submit a 

list of recommended projects to the governor. THE DEPARTMENT 

MAY RECOMMEND EITHER THAT THE PROJECTS BE FUNDED THROUGH THE 

ISSUANCE OF COAL SEVERANCE TAX BONDS OR THAT THE PROJECTS BY 
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FUNDED THROUGH BONDS ISSUED PURSUANT TO TITLE 17, CHAPTER 5, 

PART 16, AND RECEIVE A SUBSIDY. 

(2) In preparing recommendations under subsection (1), 

preference must be given to projects based on the following 

order of priority: 

(a) projects that solve urgent and serious public 

health or safety problems; 

(bJ projects that enable local governments to meet 

state or federal health or safety standards: 

(c) projects that enable local governments to obtain 

funds from sources other than the funds provided under 

(sections 6 through 10); 

(d) projects that provide long-term, full-time job 

opportunities for Montanans: 

(e) projects that provide public facilities necessary 

for the expansion of a business that has a high potential 

for financial success; 

(fl projects that result in a benefit to the public 

commensurate with the size of the grant; 

(g) projects that reflect greater need for financial 

assistance than other projects: and 

(h} projects that are high local priorities and have 

strong community support. 

(3) The legislature shall authorize the board of 

examiners to sell coal severance tax bonds to finance loans 

-8- HB 79!> 
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the legislature OR for the projects authorized by 

APPROPRIATE MONEY FROM THE SPECIAL REVENUE ACCOUNT 

ESTABLISHED IN 17-5-703ill FOR A SUBSIDY ON PROJECTS 

AUTHORIZED TO RECEIVE THE SUBSIDY AS PROVIDED IN SUBSECTION 

ill-

NEW SECTION. Section 9. Loan terms. (1) The period for 

repayment of a local government infrastructure investment 

loan may not exceed 30 years. The department of commerce 

shall from time to time establish the interest rate at which 

loans may be made under [sections 6 through 10} that is 

sufficient to cover the bond debt service for a loan. 

(2) The department of commerce shall make loans for the 

local government infrastructure projects approved by the 

legislature. 

NEW SECTION. Section 10. Administration of loans. 

department of commerce shall:. 

(1) administer the loan program established 

(sections 6 through 10]; and 

(2) service loans made or contract and pay for 

servicing of loans. 

The 

by 

the 

Section 11. Section 17-5-704, MCA, is amended to read: 

"17-5-704. Investment of funds. (1) Money in the coal 

severance tax bond fund, the coal severance tax permanent 

fund, the_ coal severance tax infrastructure fund, and the 

coal severance tax income fund must be invested in 
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accordance with the investment standards for coal severance 

tax funds except as provided in subsection (2). f~eome 

Subject to the provisions of 17-5-703(3), income and 

earnings from all funds must be transferred to and retained 

in the coal severance tax income fund until appropriated by 

the legislature. 

{2) Except as provided in subsection (1) and section 1, 

Chapter 634, Laws of 1989, beginning on July l, 1990, the 

legislature shall appropriate 15% of the income and earnings 

from all funds to be deposited to the state equalization aid 

account each year." 

See~~en-l~~--seetton-85-¼-6937 -MeA,-±s-amended-to-read~ 

~e5-¼-683T--Water--deve¼e~meftt eea¼--severaftee-~ax-bend 

deht-serviee-fttnd-ereated----eoal-severanee-tax-a¼loeeted--

water-deve¼epment iean-¼e9s-reser~e--ftt~d--ereaeedT--t¼t-tat 

~here-is-ereated-a-water-deveiopment eoal-severaftee-tax-bond 

deet---serv¼ee--fttnd--w±tk¼n--the--deb~--serv¼ee--fttftd--type 

estaelisfted-¼n-¼T-i-¼8%• 

tbt--The-state-piedges-and-aiiocates-and-directs--to--be 

eredited--~e--~he--water--developneftt--debt-serv¼ee-f~ndy-as 

reee±ved~ 

ttt--¼-¼f~%-ef-a¼¼-ffleftey-frem-~¼me-te-t¼me-reee¼ved-frem 

the-eoal-severanee-tax-eo¼½eeted-ttnder-~itle-¼5,-ehapter-357 

a"d--rema±nt~g--a~~er---al¼oeat±on---of---~tteh---tax---ttnder 

l5-35-l88tlt-and-trt7 
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t¼¼t-any----pr±neipa¼---and---aeertted---ineerese---ttnder 

85-i-6i3t3ttat-reeeiTed-in-repayment-o£-e-ioen-mede-£rom-the 

proceeds-oE-ben8s-¼sstted-ttnder-85-¼-6¼T~ 

t¼¼¼t-a%¼-~nterest-~neeme-earned-oft--proeeeds--o£--waeer 

deve¼opmene eea¼-se•eranee-~ax-bonds~ 

ti•t-re•entte-er-meney-otherwise-reqtt¼red-ee-be-pa±d-¼nto 

Cfte--water-de•e¼opm.ent eoa¼-severanee-tax-bond-state-spee~a¼ 

reventte-aeeettnt-pttrsttant-to-85-¼-6&+,-es-determ±ned--by--the 

beard--0£-examiners-±n-eonnect¼on-with-the-¼ssttanee-0£-bonds 

parsaant-to-~it¼e-¼~7-eftapter-S7-part-1,-and-B5-l-6¼1~-and 

t•t--money-reeeived--from--the--water--de•e¼opment coal 

severa"ee-~ax-bond-¼oan-lese-reserve-fttnd-as-the-resa¼t-of-a 

iean-¼oss~ 

tit--tat-fitere--is--ereated--a--water--deve¼opment eea¼ 

se•eranee--taz--bend--¼ean-¼ees-reeer•e-Ettnd-w¼th¼n-the-debt 

serv¼ee-£ttnd-type-estebiished-in-iT-i-i&iT 

tbt--~he-state-piedges-end-eiioeates-and-direets--to--be 

eredited--te--the--vater-ee¥e¼opment eoa¼-severanee-tax-bend 

¼oan--iess--reserve--fttnd---a¼¼---aeertted---intereet---tt"der 

85-i-6¼3t3ttbt-reeeived-in-repayment-e£-a-ioan-made-frem-the 

proceeds-e£-bends-isstted-ttnder-85-i-6iTT 

tet--~£--the--department-determines-that-e-ioan-¼oss-has 

oeettrred-on-a-¼oan-made-pttrsaant-te-tft¼s--~artv--fands--Erom 

the--weter--deve¼opment eoa¼--severanee--te~-bond-¼o~n-±oes 

reserve-fttnd-ma9t-be-transferred-to--the--wate~--deve¼epment 
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eoa¼-se•eranee ta•-bend-debt-serviee-fttnd-in-an-amottnt-egtta¼ 

to--the--amottnt--tftat--wott¼d-otherwise-be-a•ai¼ab¼e-for-see~ 

service-ander-sabseet±on-ttttbt-as--a--restt¼t--er--the--%oan 

¼eeeou 

Seetien-¼3.--seetion-85-±-6847 -MeA,-is-amended-te-read~ 

ues-t-694•--Water---de•e¼opmeftt--state--speeia¼--revenue 

aeeottftt-ereated-----reveftttes--a¼¼ocated------¼im±tat±ons--en 

appropriations--rrom--accottnt•--t¼t-There-i9-ereated-a-water 

deve¼opnent-state-speeia¼-re•enue-aeeettnt-w±th¼ft--the--state 

speeia¼-re¥efttte-£ttnd-estab¼ished-in-¼i-%-¼8io 

t%t--Bxeept--to--tfte-extent-that-they-are-reqtt¼re8-to-be 

eredited-te-the-water-deve¼opment eoa¼--se•eranee--tax--Dond 

debt--serv±ee-fttnd-parsttant-to-85-¼-6937-tftere-sfta¼¼-be-pe:±d 

¼flte-the-water-deve¼opmeftt-state-speeia¼-revenae-aeeottnt~ 

tat--a¼¼-reventtes--oE--the--werks--and--other--!ftOftey--as 

provided-in-85-i-33i, 

tbt--39\---ef---the--¼nterest--ineome--e£--the--resottree 

indemnity-trttst-rttnd-as--provided--in--and--attbjeet--to--the 

eonditions-e£-¼5-38-i8i, 

tet--the--eKeess--of--the--eoa¼--se•eraftee--tax-preeeeds 

ai¼oeeted--by--85-¼-683--to--the--vater---deTe¼opment eea¼ 

severanee--taK--bend--debC--serviee--tttnd-abe•e-debC-serv¼ee 

requ¼rements-es-pro•ided-±n-and-sabieet-te-the-een8itions-o£ 

85-i-619,-end 

tdt--any-fees-er-eftar~es--ee¼¼eeeed--by--the--depart•efte 
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pttrsaant--to--BS-½-6¼6-!er-~fte-servieing-e~-¼oans7-*fte¼ttdin~ 

arrangements-£or-obta±ning-seettr±ty-±nterestsT 

t3t--Appropriations--may--&e---made---from---tfte---vater 

de¥e¼o~ment--sta~e-spee±a¼-reventte-aeeettnt-£or-the-£o¼¼ow±ng 

pttrposes-and-sab;ect-to-the-Eo¼¼owin9-cenditions~ 

tat--An-amettnt-¼ess-than-er-ec1_tta¼-te-that-pa±d-±nto--the 

aeeettnt---under---85-¼-33i--and--on¼y--that--amoant--may--be 

appropriated--Eer---the---operat±en---and---lfla±ntenanee---of 

state-ewned--pro;ects--and--wor~s.--f£--the--amoant-o£-money 

avai¼ab¼e-£or-appropr±ation-ttnder-tft±s-sttbseet±on-t3ttat--±s 

~reater--ehaft--thaC--fteeessary-£er-operac¼en-and-ma±ncenanee 

expenses,-the-exeess-may--be--appropr±aCed--as--pre•ided--in 

sttbseetieft-t3ttbtT 

tbt--An--a111C>ttftt-less-thaft-er-eqttsl-to-that-paid-iftto-the 

aeeettnt-frem-the-resettree-±ndemnity-trttst-aeeettnC--p¼tts--any 

exeess--£rom--sttbseetion--t3ttat-~nd-on¼y-that-amettnt-may-be 

apprepriated-frem-the-aeeettnt-£er~ 

t±t--the--rehabilitat±en--0£--state-owned--projeets--and 

worRs7--ine¼ttd¼ng--the--rehah±¼±tat±en---of---sp±¼¼ways---ef 

state-owned-dams; 

t±¼t-the-formtt¼at¼on-ef-dewnstream-emergeney-warning-and 

e•aeaat±on-p¼ans-fer-state-owned-dam8; 

t±±±t-the--de•e¼opment--of--the--hydropower-potent±a¼-of 

state-owned-dams; 

t±•t-assistanee--±n--the--±mp¼ementatton--of--the--water 
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reser¥at¼ons--estab¼ished--ttnder--8S-i-3¼6--o£--eenserYat¼on 

distr¼ets; 

t•t--the-promot¼on-o£-the-de~e¼epfflene-e£--o£fstreaffl--and 

~r±etttary-sterage~ 

tvit-the-promotion-0£-jo±nt-state-tri&a¼7-state-£edera¼7 

aftd-etate-tr±ea¼-£ederal-water-deve¼opment7 

tvt±t-pro;eet~---er--pregrl!llll.s--that--½mpreye--water--ttse 

erfieieney7 -±nc¼~din9-de¥e¼opment-ot--new7--e££±e±ent--weter 

sys~ems--and--rehabi¼itat±on--o£-o¼der,-¼ess-e££ie±ent-water 

systems; 

tv±±±t-affl!l¼n±seret±ve--expenses,---±ne¼ttd±ng---bttt---ne~ 

¼±m¼ted---to---the---sa¼ar±es--and--expenses--er--persenne¼7 

eqtt±p111ent 7 -e££±ee-spe:eey-and-ether-neeess±ties--±nc~rred--±n 

~fte--adm.±n±strat±on--0£-the-water-deve¼oEffllent-pro~raa-e~eept 

the-adm±nisCrat±en-of-¼eans-and-qrants;-and 

t±xt-any-other-e~pend±tares-that-meet-the--pe¼±e±es--and 

ob;eet±ves-0£-the-state-water-deve¼opment-pro~rama 

tet--An--amottnt-¼ess-than-or-e~tta¼-to-that-pa±d-±nto-the 

aecottnt-£rom-the-settrees-pre¥±ded-ior--±n--tet--and--tdt--c£ 

sttbseet±on-tit-and-on¼y-that-amount-may-be-appropr±ated-£rom 

the--aeeottnt--£or--¼oans--and--grante--£or-water-de¥e¼opment 

~rojeets-and-aetiv±t±es;-£or-pttrehase-o£-~±ens-and-operat±on 

o£-preper~y-as--pfev¼Oe0--tn--95-¼-6¼5;--rer--e0mtn±strat~•e 

expenses,--ineind±ng--b~t--not--¼¼m¼teO--~o-the-~a¼ar±es-and 

expenees-ei-pe~softnet,-~~tt~pffleftt7-an~-o~itee-spaee~-£or--~fte 
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serv+eing--eE--¼eans7--ine¼nd¼ng--arrangements-£or-obtaininq 

security-+nterests~-and-£or-other--necessities--¼neurred--in 

administertng-the-¼oans-and-grants7 a 

Seet+on-½•T--Seet¼on-85-±-6&S,-MeA,-is-amended-to-read~ 

ues-¼-6857--Srants,-¼oans,-and-bonds-rer-state-and-¼oea¼ 

go•ernment--assistanee•--t¼t-~he-department-may-~eeofflfflend-to 

the-¼egis¼atttre go~ernor-tftat-grants-and-¼oans-be-mede--£rom 

eoa!---se•eranee---tax---proeeeds--deposited--in--the--water 

de•e¼opment-state-s~eia¼-re•enue--aeeottnt 7 --that--¼oans--be 

fflftde-rrom-water-deYe¼opm.ent eea¼-severanee-tax-bond-proce-eds 

depesited--in--the--water-deve¼opment-aeeottnt7 -and-that-eoa¼ 

severanee-ta~-eends-be--atttherized--pttrsttant--to--~it¼e--¼~T 

ehapter--5r--part--T,--te-previde-£±nane±a¼-assistanee-£er-a 

vater-deve¼epment-projeet-to-a--departmentr--ageney7--beardr 

eemm±ss±on,--er--ether--div±s±on-0£-state-goverftlllent-or-te-a 

e±ty7--cottnty,--er--ether--pe¼±tiea¼--sttbdivis±on--or--¼oea¼ 

geverlffllent-body-0£-the-state~-~he-gevernor-sha¼i-rev±ew--the 

pro;eets--reeommended--under--th±s--seet±on-and-t~e-pre;eets 

reeoffllllended-by-tfte-department-0£-coffllfteree-ttnder-tseet±on--8t 

and--she¼¼--sttbm±t--a--¼±st--e~--reeo!M\ended-projeets-to-the 

¼e9is¼atttreT-~he-¼egis¼atare-may-approve-by-app~opr±at±en-or 

other-apprepriate-means-those--grants--and--¼oans--±t--£inds 

eonsistent-w±th-the-pe¼±eies-and-pttrpeses-0£-the-programT 

tit--~n-addition-to-imp¼ementing-these-p~o;eets-appreved 

ey--~he-¼egis¼atttrer-the-department-may-reqttesC-ttp-te-191-ef 
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the-£unds-avai¼ah¼e-£or-grants-Erem--the--water--deve¼epment 

speeia¼--revefttte--aeeottnt--in--any--b±ennittm.--to-Be-ttsed-£or 

emergeneieso-~hese-emergeney-prejects-mttst--be--approved--By 

the--department--and--8e-defined-as-those-~re;eets-wftieft7-i£ 

de¼ayed-ttn~i¼-¼egis¼at¼ve-appreva¼--ean--be--obta±ned7--wi¼¼ 

eattse--sttbstantia¼-dama9es-or-¼ege¼-iiabi¼ity-te-the-pre;eet 

speneer--¼n-a¼¼eeating--stteh--£ttndsr--the--department--sha¼¼ 

±n£orm-~he-¼eg±s¼ative-£inanee-eommittee-o£-the-¼egisiature• 

t3t--The--grants--and-¼eans-proYided-£or-by-this-seetien 

may--ee--made--Eer--ehe--~ttrehase7 --ieaser--eeve±opment7--er 

eonstrttetion-or-vater-deve¼opment--pro;eets--and--aet±v±ties 

£er--the--eonservation,--management7--ttse,--deve¼epment7--er 

proteet±on--0£--the--water--and--re¼ated-agr±ett¼tttra¼7-¼aftd7 

£ieh7-vi¼d¼i£er-and-water-reereatien-resettreee-in-the-state; 

£or-the-pttrpose-e£-£eas¼8i¼iCy-and-desi~n-stttdies--Eor--sueh 

pro;ee~s;---£or---deve¼epmene---o£---p¼ans---£or---and---the 

~e~ab±¼±eatien7---ex~ans±on7---and---med¼£¼eat±en--e£--water 

deve¼epment-pre;eets~-£er-etfter-water--deveiepment--prejeets 

and--actiYities-~haC-wil½-enhanee-the-water-resoarees-0£-the 

stateT--and---!er---sim¼¼ar---pttrpeses---appreved---br---the 

±eg¼s¼atttre7u 

Seetion-1s---seetien-8S-¼-6¼i7 -MeA7-is-amended-eo-read~ 

aes-t-6:T,--¼ssaing--bonds,--ttt--When-aatherieed-by-the 

iegis¼atttre-and-w±th¼~-the-¼±M±ts-of-the--attthorizat¼en--and 

within--tfte-rttrther-i±m¼tatiens-estab¼±shed-±n-tftis-eee~ien7 
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HB 0795/03 

greae-seal-ef-tfte-state-ef-MentanaT-~he--heftdST--netes7--and 

eeapens--m.ay--be-exeented-vith-!aes±m±le-s±gnatttree-aftd-sea¼ 

±n-the-manner-and-snbjeet-to-the-¼±m±tations--preser±bed--~y 

law,--~he--e~ate--treasttrer--sha¼¼-kee~-a-reeerd-e!-e¼¼-stteh 

bonds-and-notes-±sstted-and-soldo 

t5t--~here-±s-ereated-a-water-deve¼opment-aeeottnt-w±th±n 

the-state-speeial-reventte-fnnd-estab¼±shed-±n-¼~-i-¼&i~ 

t6t--A¼¼-proeeeds-ef-bonds-er-netes--±sstted--ttnder--th±s 

seet±on-£er-water-deve¼opment-projects7-other-tftan-refnnd±n9 

eends7--mttst--be--depes~ted-±n-the-water-deve¼epment-aeeettnt 

estab¼±shed-±n-sttesee~ieft-f5t7 -exeept-that-any-pr¼ne¼pa¼-and 

accrtteel-¼nte~est-reeei¥ed-¼n-repaymeftt-or-a-¼eaft--made--£rem 

the--preeeeds--ot--bends--¼ssued--ttnder-this-seetion-mttst-be 

depes¼ted-¼n-the-water-deve¼opment eea¼-severanee--tax--bend 

debt--ser¥¼ee--£ttnd-and-tfte-water-deve¼epment eea¼-seve~anee 

tax-bend-¼ean-¼ess-reserYe-Ettnd-pttrsttant--te--85-%-6&3e--A¼¼ 

preeeeds--ef--reEttnd¼ng-bends-must-be-depos±ted-±n-the-water 

deve¼epent eea¼-severanee-tax-eend-debt--serv¼ee--Ettnd--and 

app¼ied--te--the-payment-and-redempt¼en-e£-etttstandinq-bends 

issued-under-this-seetien-as-direeted-by-the-board7--whether 

at--matttrity--er--en--any--ear¼ter-date-on-wh±eh-they-may-be 

prepa¼d-aeeerd¼ng-te-tfte¼r-termsT 

tTt--A¼¼-aetiens-taRen-by-the-beard-oE--exam±ners--ttnde~ 

this--seetion--or-85-¼-6¼9-mttst-be-attthorized-by-a-vete-er-a 

ma;ority-o£-tne-members-o£-the-board-e£-examtftersv4 
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HB 0795/03 

See~±on-¼6v--Seetton-8S-¼-6¼87-Me.A7-is-amended-te-read• 

•es-¼-6¼8T--Restrietions-on-ttse-o£-bend-proeeeds• Hater 

de•eiopment eoai--severaftee--taz--bond--preeeeds-isstted-ror 

water-deve¼epment-pro;eets-may-be-ttsed-on¼y-£or-the--purpese 

of-making-¼oans-as-provided-in-the-water-deveiopment-pregram 

or--rer--pttreftasing-¼iens-and-operat±n~-property-as-previded 

in-85-%-6¼s~• 

Seetion-¼Te--Seetion-85-±-6¼9,-Me.Ay-is-araended-to-read~ 

aes-t-6¼9T--6ebt---se~•iee---£ttnd----------p¼ed~e----aftd 

administration--or--stt££ieie"~--~a¼anee,-tit-~he-iegis½atttre 

may-ieYy7-impese7-assess,-and-piedge-and-appropriate-to--the 

water--deYeiopment eoai-severanee-tax-bond-debt-serviee-rttnd 

any-tax7-eharge,-!ee7--renta¼7--or--otfter--ineome--£rom--any 

designated--settreee--~he--state-~eserves-the-right-to-modi£y 

Erom-t±me-to-t±me-the-nat~re-and-amount-ot-speeiai-taKes-and 

eeher--re•enttes--piedged--and--appropr¼ated--to--ehe---wa~e~ 

deve¼epmen~ eoa¼--severa"ee--eax--bond--debt--serviee-£ttndT 

provided--~hat--the--agqre9aCe--resettrces--so--p¼edged---and 

appropr±ated---are--determ¼ned--by--the--¼eg¼s¼atttre--te--be 

stt££icient-£er-tfte-prompt-and-@tt¼¼-payment-e£-the--prineipa¼ 

oE--and--interest--and--redemption--preminms-when-due-on-a¼i 

beftds-payab¼e-frem-that-fttnd-and-previded-that-the-p¼edge-ef 

the-£tt¼¼-ra¼th-and-ered¼~-and-tax¼n~-pewers-e!-the-staee-for 

the-seettrity-of-a¼½-stteh eoal-severanee-tax-bends--sha¼¼--be 

are-and-remain-i~re~eeab%e-ttnt¼i-they-are-fa¼¼y-paid• 
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tit--Meney--¼n--the-water-deve¼epment coa¼-severaftee-tax 

bend-debt--serv¼ee--fttnd--mttst--be--ttsed--te--pay--¼nterest7 

pr¼nei~a¼,-and-redempt¼en-prem¼ttms-when-due-and-payab¼e-with 

respeet--to--water-deve¼opment eoa¼-9everanee-tax-bonds7-and 

for-bends-¼sstted-pr±or-to-½9&S,-tc-eeewntt¼ate-a-reserve--£or 

the-fttrther-seeHrity-of-stteh-payments~ 

t3t--After--tfte--reserve--prov±ded-fer-¼n-sttbseetion-tit 

£or-bonds-¼sstted-prior-to-¼985-has-been-eeettmtt¼ated--¼n--the 

water-deve¼ol""ent eoa¼-severanee-tax-bond-debt-serviee-£ttndr 

money--at--any--t±me--reee¾ved-¾n-the-water-deve¼opment eoa¼ 

severanee-tax-bend-debt-service-£ttnd-£~em-water--deye¼opment 

pro;eete-¼ft-excess-o£-tftat-amottnt-must-be-trane£erred-by-the 

treasurer--te--tfte--water--deve¼epment-state-spee±a¼-reYentte 

aeeottnt.-a. 

Sec tion-¼8-. --Seet ien-8 5-¼-6i-6 . · -MeA,-is -amen de d-to-r ead,e, 

~e5-i-6ie.--Water---~eveiepment eoa¼---severanee---tax 

reittnd¼ng-bends.---t¼t--~he--board--0£--examiners--may--¼sstte 

refttndin~--&ends--at-stteh-times-and-¼n-stteh-amottnts,-¼£-any7 

as-may-be-neeessary-to-pay-prineipa¼-or--interest--due--that 

cannet--he--paid--£rom--£ttnds--tften--on--hand--in--the-water 

deve¼opaent eea¼-severanee-tax-bond-debt-serviee--fttnd.---~he 

beard--of-examiners-may-a¼so-isstte-re£ttnding-bends-to-re£ttnd 

otttstanding--bonds--be£ere--matur¼ty--£er--the--pttrpose---o£ 

extend¼n~--the-matttrities-thereer 0£-~he-o~tstand±ng-~end-~o 

£ar-as-determined-by-the-beard-o£-exam±ners-te-be--neees~ary 
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te--asettre ~--that-the-fttnfts-then-p¼edged-Ce-the-waeer 

deYelopment eea¼-seyeraftee-tax-bond-debt-serv¼ee--£und--w±¼¼ 

be--sttf£ieient--£or-payment-e£-prineipa¼-and-±nterest-dtte-ift 

sabseqttent-years.-~he-board--0£--exaJlliners--ffl!ly--a¼so--isstte 

re~ttndin~--bonds-to-reEttnd-etttstanding-bonds-befere-matttriey 

~er-ehe-~ttrpeee-e£-redtte±n~-the-±nterest-eest-or--the--tete¼ 

amettnt--0£--pr¼fte±pa¼--ana--¼nterest--payae¼e-thereen en-the 

etttstanding-bends.-

tit--No-refttnd¼n~ Re£ttnding-bonds-fflt!y-net-be-iestted--and 

se¼d-mere-than-3-menths-befere-a¼¼-bends-ref~nded-thereby ~ 

the--refttndinq--bends--matttre--or--are-ea½¼ed-rer-redempt¼on 

ttn¼ess-the-proeeeds-theree£ er-the-re£ttnding-bonds7-with-any 

other-£ttnds-in-the-water-de~elopment eea¼-se¥eranee-tax-bond 

debt-serv¼ee-£ttnd-that-are--needed--and--a•a±¼ab¼e--fer--~fte 

pttrpese--er-seettrities-parehased-£rem-stteh bona-proeeeds-and 

otheT--fands,--are--depoeited--w±th---s---su¼tab%e---ban*½ng 

ine~¼etttion--within-or-outside-the-state7-¼n-eserow7-tor-the 

retirement-e£-the-re£ttnded-bonds-at-m.aturity-or-at--a--pr¼er 

date--o~-dates-on-which-they-have-been-ea¼¼ed-£er-redemption 

tn-accordance-with-thei~-terme7-¼~-an-amottnt-and-±n-a-manfter 

stt££±eieftt-ttnder-the-provis¼ens-seear¼ng-the-relunded-bonds7 

so-tftat-the-stateis-ob¼igat¼on-te-rusy-the-same bends7--~rem 

seurees-ether-than-the-eserow-£und,-is-d±seharge8T 

t3t--No--new New-debt-may-net-be-ereated-by-the-issuanee 

ef-rerttftd~ng-~onds-in-aeeo~danee-with-this-9eet¼en7-bttt-stteh 
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l the-reEanding--bends--sha¼¼--e•¼denee--the--debt--previetts¼y 

2 ereated--and--sha¼¼-be ~-seettred-by-the-p¼edge-oE-the-Ett¼¼ 

3 fa±~ft-and-ered±t-and-tax¼n~-pewers-ei-the-state-and--by--the 

4 £ttrtheP--prev¼s±ens--er--th±s-part-in-the-same-ma~ner-as-the 

5 bonds-reEanded-tfterebyTu 

6 

7 

8 

9 

10 

11 

NEW SECTION. SECTION 12. APPROPRIATim;.---"'mE"---"'MONEY 

Aeeeira&A~BB--½N THERE IS APPROPRIATED $225,000 FROM THE 

SPECIAL REVENUE ACCOUNT CREATED IN 17-5-703 (3) IS 

APPR8PRfA~BII TO THE DEPARTMENT OF COMMERCE TO BE USED FOR 

ENGINEERING STUDIES FOR ELIGIBLE PROJECTS UNDER [SECTION 7]. 

NEW SECTION. Section 13. 'l'hree-fourths vote. Because 

12 [this act] appropriates money that would otherwise be 

13 deposited in the coal severance tax permanent fundT a vote 

14 of three-fourths of the members of each house is required 

15 for enactment of [this act). 

16 NEW SECTION. SECTION 14. EFFECTIVE DATE, [THIS ACT) IS 

17 EFE'ECT!VE JULY _ _!, 1991. 

-End-
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52nd Legislature HB 0795/03 

1 HOOSE BILL NO. 795 

2 INTRODUCED BY HARPER, TOWE, CROMLEY, RANEY, OARKO, TOOLE, 

3 VANVALKENBURG, MAZUREK, JACOBSON, BECKER, J. BROWN, SCHYE, 

4 DRISCOLL, SQUIRES, SOUTIIWORTH, DOLEZAL, DAILY, STRIZICH, 

5 J. OEBRUYCKER, G. BECK, FORRESTER, BAROANOUVE, WANZENRIEO 

6 

7 A BILL FOR AN ACT ENTITLED: "AN ACT CREATING TBE MONTANA 

8 COMMUNITY INFRASTRUCTURE ACT; CREATING AN INFRASTRUCTURE 

9 TRUST FUND WITHIN THE PEIIMA!IENT COAL TAX TRUST FUND; 

10 AUTHORIZING THE CREATION OF A STATE DEBT THROUGH THE 

11 ISSUANCE OF COAL SEVERANCE TAX BONDS FOR THE PURPOSE OF 

12 MAKING LOANS FOR LOCAL GOVERNMENT INFRASTRUCTURE PROJECTS; 

13 PROVIDING FOR THE TERJ45 AND CONDITIONS OF LOANS; PROVIDING A 

14 METHOD FOR RECOMMENDING PRIORITIES FOR LOANS; REQUIRING 

15 

16 

17 

18 

19 

20 

LEGISLATIVE AUTHORIZATION FOR LOAN PROJECTS; ANB 

APPROPRIATING MONEY IN THE SPECIAL REVENUE ACCOUNT TO THE 

DEPARTMENT OF COMMERCE FOR USE BY LOCAL GOVERNMENTS FOR 

ENGINEERING STUDIES FOR LOCAL GOVERNMENT INFRASTRUCTURE 

PROJECTSL AMENDING SECTIONS 17-5-701, 17-5-702, 17-5-703, 

17-5-704, 17-5-706, ANO l7-5-719T--85-l-6837--85-l-684, 

21 85-l-6857-8S-l-6liy-BS-l-6l87-95-l-6l97-ftNB--8S-l-6i8, MCAL 

22 

23 

24 

25 

ANO PROVIDING AN EFFECTIVE DATE." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 17-5-703, MCA, is amended to eead: 

~ ,..,.,,., ... c....,. 

BB 0795/03 

THERE ARE NO CHANGES ON THIS 
BILL. PLEASE REFER TO YELLOW 
SECOND READING, SECOND 
PRINTING FOR COMPLETE TEXT. 
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SENATE STANDING COMMITTEE REPORT 

HR. PRESIDENT, 

Page 1 of 4 
April 15, 1991 

We, your committee on Taxation having had under consideration 
House Bill No. 795 {third reading copy -- blue), respectfully 
report that House Bill No. 795 be amended and as so amended be 
concurred in, 

1. Title, line 10. 
Following: line 9 
Insert, "CREATING A SPECIAL REVENUE ACCOUNT FOR INTEREST EARNED 

ON THE COAL SEVERANCE TAX INFRASTRUCTURE FUND; MAKING 
INTEREST IN THE SPECIAL REVENUE ACCOUNT AVAILABLE FOR 
SUBSIDIES TO LOCAL INFRASTRUCTURE PROJECTS;" 

Following, "AUTHORIZING" 
Strike, "THE CREATION OF A STATE DEBT THROUGH" 

2. Page 1, line 23. 
Inserti STATEMENT OF INTENT 

A statement of intent is required for this bill because 
[section 1] delegates rulemaking authority to the department of 
commerce to administer the Montana Community Infrastructure ~ct. 
This bill is intended to provide local governments with two cost
effective alternative methods of financing infrastructure 
projects that enhance the quality of life and protect the health, 
safety~ and welfare of Montana's citizens and that support long
term, stable economic growth and job creation by keeping Montana 
competitive with nearby states by providing for the public 
infrastructure necessary for economic growth.· 

3. Page 1, line 25. 
Following, line 24 
Insert: • 

NEW SECTION. Section 1. Montana Co■■unity Infrastructure 
Act -- powers and duties of department. (1) This section and 
(sections 7 through 11] may be cited as the ffMontana Community 
Infrastructure Act•. 

{2) The Montana Co~munity Infrastructure Act must be 
administered by the department of commerce. The department shall 
adopt rules to administer [sections 7 through 11]. The rules 
must include but not be limited to establishing criteria and 
procedures for: 

(a} determining the eligibility of local government 
entities for the community infrastructure program; 

(b) determining the eligibility of specific projects; 
(c) ensuring that local governmen~s fund their 

infrastructure projects by local debt when possible; 
(d) determining the amount of principal and interest 

payments available for infrastructure projects funded through 
loans from the coal severance tax bond fund program; and 

(e) determining the amount of interest subsidy available 
for local infrastructure projects funded by bonds issued pursuant 
to Title 17, chapter 5, part 16.N 
Renumberi subsequent sections 

8014 54SC. S j l 

4. Page 2, line 25. 
Following: •tund" 

Page 2 of 4 
April 15, 1991 

Insert: Hnecessary to meet the obligations provided for in 
(section 9(3)]" 

5. Page 3, Line 1. 
Following: ..:.... 
Insert: "Any remaining interest must be deposited in the coal 

severance tax infrastructure fund until the fund generates 
at least $10 million in interest annually." 

6. Page 3, line 2. 
Following: .. availablett 
Insert: ''from the special revenue account" 

7. Page 3, line 4. 
Following, "ANO" 
Insert: .. interest payments on" 

8. Page 4, line 4. 
Strike 1 ".§_'" 
Insert: "'7" 
Strike: 11 10" 
Insert: "11" 

9. Page 5, line 1. 
Strike: ".§." 
Insert: "7" 
Strike: '"10" 
Insert, "'11" 

10. Page 5, line 18. 
Strike, "S450" 
Insert: "$250"' 

11. Page 7, lines 1 and 2. 
Strike: "6" 
Insert: "?" 
Strike: ''10" 
Insert: "11"' 

12. Page 1, line 9. 
Strike 1 "OR" 

13. Page 1, line 15. 
Following: RBRIQgES" on line 14 
Insert: "(el transportation systems" 

(fl telecommunications and other high technology 
systPms tor education; or 

(g) other Public works projects the department of 
commerce determines to be in the public interest 

SENATE 
116 1'1~ 



14. Page 7, line 18. 
Strike, "7(1)" 
Insert, "8(1)" 

15. Page 7, line 23. 
Following, •~overnor" 
Insert: •, prioritized pursuant to subsection {2)" 
Following, "." 

Page 3 of 4 
April 15, 1991 

Inserts •The governor shall review the projects recommended by 
the department of commerce under this section and the 
projects recommended by the department of natural resources 
and conservation under Title 85, chapter 1, part 6, and 
shall submit a list of recommended projects to the 
legislature." 

16. Page 7, line 25. 
Strike, "BY" 
Insert1 "be• 

17. Page 8, line 2. 
Following, ·~· 
Insert: •A local government entity infrastructure project may not 

be funded through the issuance of coal severance tax bonds 
unless the local govern~ent entity cannot fund the project 
through bonds issued pursuant to Title 17r chapter 5, part 
16." 

18. Page 8, line 12. 
Strike, '"6" 
Insert, .. 7" 
Strike, • 10· 
Insert: •11" 

19. Page 9, line 10. 
Strike, "6" 
Insert, "7" 
Strike1 "10'" 
Insert, ·11· 

20. Page 9, line 18. 
Strike, "6" 
Insert, •7• 
Strike, "10· 
Insert.1 '"11 .. 

21. Page 23, 
Strike, •7• 
Insert. •8• 

line 10. 

801454SC.Sji 

22. Page 23, lines 11 through 15. 
Strike~ section 13 in its entirety 
Renumberi subsequent section 

Page 4 of 4 
April 15, 1991 

Signed, P,VJ u\{W~., ___ _ 

~ 
:liJi_ 

~ / P- :,, / 
Coord. 

'--( -;,,,,- Ji.'/C-
Sec. of Senate 

801454SC.Sji 
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HOUSE BILL NO. 795 

INTRODUCED B'l HARPER, TOWE, CROMLEY, RANE'l, DARKO, TOOLE, 

VANVALKENBURG, MAZUREK, JACOBSON, BECKER, J. BROWN, SCH'lE, 

DRISCOLL, SQUIRES, SOUTHWORTH, DOLEZAL, DAIL'l, STRIZICH, 

J. DEBRUYCKER, G. BECK, FORRESTER, BARDANOUVE, WANZENRIEO 

A BILL FOR AN ACT ENTITLED: "AN ACT CREATING THE MONTANA 

COMMUNIT'l INFRASTRUCTURE ACT; CREATING AN INFRASTRUCTURE 

TRUST FUND WITHIN THE PERMANENT COAL TAX TRUST FUND; 

CREATING A SPECIAL REVENUE ACCOUNT FOR INTEREST EARNED ON 

THE COAL SEVERANCE TAX INFRASTRUCTURE FUND; MAKING INTEREST 

IN TBE SPECIAL REVENUE ACCOUNT AVAILABLE FOR SUBSIDIES TO 

LOCAL INFRASTRUCTURE PROJECTS; AUTHORIZING TBe-eRBAT¼8N-8P-A 

STATB--9BB'P-'i'IIR8B8B TBE ISSUANCE OF COAL SEVERANCE TAX BONOS 

FOR THE PURPOSE OF MAKING LOANS FOR LOCAL GOVERNMENT 

INFRASTRUCTURE PROJECTS; PROVIDING FOR THE TERMS ANO 

CONDITIONS OF LOANS; PROVIDING A METHOD FOR RECOMMENDING 

PRIORITIES FOR LOANS; REQUIRING LEGISLATIVE AUTHORIZATION 

FOR LOAN PROJECTS; AN0 APPROPRIATING MONEY IN THE SPECIAL 

REVENUE ACCOUNT TO THE DEPARTMENT OF COMMERCE FOR USE B'l 

LOCAL GOVERNMENTS FOR ENGINEERING STUDIES FOR LOCAL 

GOVERNMENT INFRASTRUCTURE PROJECTS; AMENDING SECTIONS 

17-5-701, 17-5-702, 17-5-703, 17-5-704, l 7-5-706, AND 

17-5-7197-85-¼-683,-BS-l-684,-8S-l-685,-85-¼-6l1,--85-l-6l8, 

85-¼-6¼9,--AN0--85-l-6i8, MCA; AND PROVIDING AN EFFECTIVE 

~ ... ,,.. ••• cauno, 
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DATE." 

STATEMENT OF INTENT 

A STATEMENT OF INTENT IS REQUIRED FOR THIS BILL BECAUSE 

[SECTION_!_l DELEGATES RULEMAKING AUTHORIT'l TO THE DEPARTMENT 

OF COMMERCE TO ADMINISTER THE MONTANA COMMUNIT'l 

INFRASTRUCTURE ACT. THIS BILL IS INTENDED TO PROVIDE LOCAL 

GOVERNMENTS WITH TWO COST-EFFECTIVE ALTERNATIVE METHODS OF 

FINANCING INFRASTRUCTURE PROJECTS_~HAT EN!!ANCE THE _QUALITY 

OF LIFE AND PROTECT THE HEALTH, SAFETY, AND WELFARE OF 

MONTANA"S CITIZENS AND THAT SUPPORT LONG-TERM, STABLE 

ECONOMIC GROWTH ANO JOB CREATION BY KEEPING MONTANA 

COMPETITIVE WITH NEARBY STATES BY PROVIDING FOR THE PUBLIC 

INFRASTRUCTURE NECESSARY FOR ECONOMIC GROWTH, 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

NEW SECTION. SECTION 1. MONTANA COMMUNITY 

INFRASTRUCTURE ACT -- POWERS AND DUTIES OF DEPARTMENT. (1) 

THIS SECTION AND [SECTIONS 7 THROUGH 11} MAY BE CITED AS THE 

"MONTANA COMMUNITY INFRASTRUCTURE ACT". 

(2) THE MONTANA COMMUNITY INFRASTRUCTURE ACT MUST BE 

ADMINISTERED BY THE DEPARTMENT OF COMMERCE. THE DEPARTMENT 

SHALL ADOPT RULES TO ADMINISTER (SECTIONS 7 THROUGH 11]. THE 

RULES MUST INCLUDE BUT NOT BE LIMITED TO ESTABLISHING 

CRITERIA AND PROCEDURES FOR: 

-2- HB 795 

REFERENCE BILL 
AS Al'ENDED 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0795/04 

(A) DETERMINING· TllE ELIGIBILITY OF LOCAL GOVERNMENT 

ENTITIES FOR THE COMMUNITY INFRASTRUCTURE PROGRAM: 

(Bl DETERMINING THE ELIGIBILITY OF SPECIFIC PROJECTS: 

J.9 ENSURING THAT LOCAL GOVERNMENTS FUND THEIR 

INFRASTRUCTURE PROJECTS BY LOCAL DEBT WHEN POSSIBLE; 

i.Q1 DETERMINING THE AMOUNT OF PRINCIPAL AND INTEREST 

PAYMENTS AVAILABLE FOR INFRASTRUCTURE PROJECTS FUNDED 

THROUGH LOANS FROM THE COAL SEVERANCE TAX BOND FUND PROGRAM; 

AND 

ill DETERMINING THE AMOUNT OF INTEREST SUBSIDY 

AVAILABLE FOR LOCAL INFRASTRUCTURE PROJECTS FUNDED BY BONDS 

ISSUED PURSUANT TO TITLE 17, CHAPTER 5, PART 16. 

Section Z. Section 17-5-703, MCA, is amended to read: 

0 17-5-703. Coal severance taz trust funds. 11) The 

trust established under Article IX, section 5, of the 

Montana constitution shall be composed of the following 

funds: 

(a) a coal severance tax bond fund into which the 

constitutionally dedicated receipts from the coal severance 

tax shall be deposited; 

(b) A coal severance tax infrastructure fund; 

tht1£l. a coal severance tax permanent fund; and 

tctill a coal severance tax income fund. 

(2) The state treasurer shall from time to time 

transfer to the eea½-sever8nee-tax-permenent coal severance 
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tax infrastructure fund all money in the coal severance tax 

bond fund except the amount necessary to meet all principal 

and interest payments on bonds payable from the coal 

severance tax bond fund on the next two ensuing semiannual 

payment dates. The state treasurer shall from time to time 

transfer to the coal severance tax permanent fund T51 50% of 

the money DEPOSITED in the coal severance tax infrastructure 

fund IN THE PRECEDING YEAR ftet-enettmbered--fer--pre;eets--by 

the-~is¼atttre. 

{3) The purpose of the coal severance tax 

infrastructure fund is to assist local governments in 

funding infrastructure projects. Interest earned on the coal 

severance tax infrastructure fund NECESSARY TO MEET THE 

OBLIGATIONS PROVIDED FOR IN [SECTION 9(3)] NOST BE DEPOSITED 

IN A SPECIAL REVENUE ACCOUNT. ANY REMAINING INTEREST NOST BE 

DEPOSITED IN THE COAL SEVERANCE TAX INFRASTRUCTURE FUND 

UNTIL THE FUND GENERATES AT LEAST $10 MILLION IN INTEREST 

ANNUALLY. UP TO $10 MILLION A YEAR is available FRON THE 

SPECIAL REVENUE ACCOUNT for reducing principal and interest 

payments on coal severance tax bonds issued for local 

government infrastructure projects AND INTEREST PAYMENTS ON 

BONDS ISSUED PURSUANT TO TITLE 17, CHAPTER 5, PART 16, FOR 

PROJECTS APPROVED BY THE LEGISLATURE TO RECEIVE A SUBSIDY." 

Section 3. Section 17-5-701, MCA, is amended to read: 

•17-s-101. State of Montana coal severance tax bonds. 
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This part provides for the issuance of state of Montana coal 

severance tax bonds (also referred to as coal severance tax 

bonds in this part) to~ 

ill finance water resource development projects and 

activities in the state designed to provide, during and 

after extensive coal mining, a healthy economy, the 

alleviation of social and economic impacts created by coal 

development, and a clean and healthful environment for 

present and future generations; and 

ill allow local governments a cost-effective 

alternative method of financing infrastructure projects that 

enhance the quality of life and protect the health, safety, 

and welfare of Montana's citizens and that support 

long-term, stable economic growth and job creation by 

keeping Montana competitive with nearby states through the 

provision of the infrastructure necessary for economic 

growth." 

Section 4. Section 17-5-702, MCA, is amended to read: 

"17-5-702. Purpose and intent. (1) The purpose of the 

coal severance tax trust fund bond provisions of this part 

and [sections ~ 2 through t8 ill is to establish the 

authority to issue and sell coal severance tax bonds that 

have been approved by ~ act of the legislature for 

financing specific water resource development projects and 

activities and local government infrastructure projects and 
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activities in the state authorized by the legislature and to 

guarantee redemption of sneh the bonds by revenue derived 

from the receipts from the coal severance tax imposed by 

Title 15, chapter 35, part 1, and stteft other money as the 

legislature may from time to time determine. 

(2) The legislature intends that projects to be 

financed by coal severance tax bonds include~ 

ill water resource development projects and activities 

as pact of the water development program established in 

Title 85, chapter 1, part 6. The legislature further intends 

that the income from water resource development projects and 

activities in excess of the amount required for debt service 

and operation and maintenance of those projects and 

activities be deposited in the water development state 

special revenue account established in 85-1-604 • 

ill local .9.overnment infrastructure E.!E,jects and 

activities as part of the local government infrastructure 

program established in [sections ~ 2 through tell). The 

payments of principal and interest on local government 

infrastructure loans in excess of the amount required for 

debt service must be deposit~d_ ~~ _the coal severance tax 

permanent fund." 

Section 5. Section 17-5-706, MCA, is amended to read: 

•11-5-706. Authority to issue coal severance tax bonds. 

The board of examiners, upon approval of the legislature as 
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heretnaf~er provided in this section, shall issue and sell 

coal severance tax bonds to finance saeh approved water 

resource development projects and activities and local 

government infrastructure projects and activities when 

authorized to do so by any law that sets out the amount and 

purpose of the issue. Each project or activity e~s¼¼ must be 

separately approved as to amount by a two-thirds vote of 

each house of the legislature." 

Section 6. Section 17-5-719, MCA, is amended to read: 

•17-S-719. Liaitation on aaount of coal severance tax 

bonds issued. No more than $i58 $458 $250 million worth of 

coal severance tax bonds may be issued for water development 

projects and activities and local government infrastructure 

~ects and activities." 

NEW SECTION. Section 7. Purpose. The purpose of 

[sections 6 through 10) is to establish a local government 

infrastructure investment program that will: 

(1) enhance the quality of life and protect the health, 

safety, and welfare of Montana's citizens by creating a 

partnership between the state and local governments to help 

finance necessary public infrastructure projects; 

(2) support long-term, stable economic growth and job 

creation and help keep Montana competitive with nearby 

states by providing a means for financing the infrastrticture 

necessary for economic growth; 
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(3) encourage local public facility improvements by 

state investment in improvements in order to make these 

improvements affordable to Montana citizens: 

(4) protect future generations from the undue fiscal 

burdens that result when infrastructure systems are 

inadequate or are allowed to deteriorate; 

(S) encourage maximum use of all available private and 

public funding sources; 

(6) complement and 

existing private and 

improve the effectiveness of 

public infrastructure 

mechanisJQ.s and improve coordination between 

federal infrastructure financing programs; and 

financing 

state and 

(7) encourage coordinated, long-term strategies for 

addressing Montana's infrastructure needs. 

NEW SECTION. Section a. Eligible projects. (l) A 

county, incorporated city or town, consolidated local 

government, schoo¼-district, OR special purpose district,-or 

pr*•ate--nonpro£it-eorr,orat¼en-that-pre¥¼des-pttB¼ie-serviees 

is eligible to apply for a loan under [sections 6 I through 

Jc8 ,U.l • 

(2) Loans may be made for the direct costs related to 

the planning, 

acquisition, 

expansion of: 

design, construction, reconstruction, 

alteration, modernization, improvement, or 

(a) drinking water systems; 
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(b) SANITARY OR STORM sewer systems; 

(cJ solid waste collection and disposal systems; 8R 

(d) eraftspertation-syeeems; 

tet--te¼eeemmttn¼eatiens---and---otfter----hi~h-teehne¼ogy 

systems-£er-edncation;-or 

t~t--etfter--ptt~¼¼e--wer~s--pre1ects--the--departmeftt--eE 

eemmeree-determines-te-be-in-the-pab¼ie-interest BRIDGES; 

(El TRANSPORTATION SYSTEMS; 

!.f.1_ TELECOMMUNICATIONS AND OTHER HIGH TECHNOLOGY 

SYSTEMS FOR EDUCATION: OR 

(G) OTHER PUBLIC WORKS PROJECTS THE DEPARTMENT OF 

COMMERCE DETERMINES TO BE IN THE PUBLIC INTEREST. 

NEW SECTION. Section 9. Priorities for projects 

procedure. (1) The department of commerce shall receive 

proposals for projects from the local government entities 

listed in [section Ttlt !U!.ll- The department shall work 

with the local government in preparing cost estimates for 

the project. In reviewing project proposals, the department 

may consult with other state agencies with expertise 

pertinent to the proposal. The department shall prepare and 

submit a list of recommended projects to the governorL 

PRIORITIZED PURSUANT TO SUBSECTION ill· THE GOVERNOR SHALL 

REVIEW THE PROJECTS RECOMMENDED BY THE DEPARTMENT OF 

COMMERCE UNDER THIS SECTION AND THE PROJECTS RECOMMENDED BY 

THE DEPARTMENT OF NATURAL RESOURCES AND CONSERVATION UNDER 
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TITLE 85, CHAPTER 1, PART 6, AND SHALL SUBMIT A LIST OF 

RECOMMENDED PROJECTS TO THE LEGISLATURE. THE DEPARTMENT MAY 

RECOMMEND EITHER THAT THE PROJECTS BE FUNDED THROUGH THE 

ISSUANCE OF COAL SEVERANCE TAX BONDS OR THAT THE PROJECTS BY 

BE FUNDED THROUGH BONDS ISSUED PURSUANT TD TITLE 17, CHAPTER 

5, PART 16, AND RECEIVE A SUBSIDY. A LOCAL GOVERNMENT ENTITY 

INFRASTRUCTURE PROJECT MAY NOT BE FUNDED THROUGH THE 

ISSUANCE OF COAL SEVERANCE TAX BONDS UNLESS THE LOCAL 

GOVERNMENT ENTITY CANNOT FUND THE PROJECT THROUGH BONDS 

ISSUED PURSUANT TO TITLE 17, CHAPTER 5, PART 16. 

(2) In preparing recommendations under subsection (1), 

preference must be given to projects based on the following 

order of priority: 

(a) projects that solve urgent and serious public 

health or safety problems; 

(b) projects that enable local governments to meet 

state or federal health or safety standards; 

(c) projects that enable local governments to obtain 

funds from sources other than the funds provided under 

[sections 6 l through ¼9 !,!): 

(d) projects that provide long-term, full-time job 

opportunities far Montanans; 

(e) projects that provide public facilities necessary 

for the expansion of a business that has a high potential 

for financial success; 

-10- HB 795 



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0795/04 

(fl projects that result in a benefit to the public 

c01111ensurate with the size of the grant; 

(g) projects that reflect greater need for financial 

assistance than other projects; and 

(h) projects that are high local priorities and have 

strong community support. 

(3) The legislature shall authorize the board of 

examiners to sell coal severance tax bonds to finance loans 

for the 

APPROPRIATE 

ESTABLISHED 

projects authorized by the legislature OR 

MONEY FROM THE SPECIAL REVENUE ACCOUNT 

IN 17-5-703ill FOR A SUBSIDY ON PROJECTS 

AUTHORIZED TO RECEIVE THE SUBSIDY AS PROVIDED IN SUBSECTION 

ill• 

NEW SECTION. 

for repayment of 

Section 10. 

a local 

Loan teras. 

government 

Ill The period 

infrastructure 

investment loan may not exceed 30 years. The department of 

co-erce shall from time to time establish the interest rate 

at which loans may be made under [sections 6 I through ¼8 

11] that is sufficient to cover the bond debt service for a 

loan. 

(2) The department of commerce shall make loans for the 

local government infrastructure projects approved by the 

legislature. 

NEW SECTION. Section 11. Administration of loans. The 

department of commerce shall: 
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(1) administer the loan program established, by 

(sections 6 2 through ¼8 11]; and 

(2) service loans made or contract and pay for the 

servicing of loans. 

Section 12. Section 17-5-704, MCA, is amended to read: 

•17-5-704. Investment of funds. (l} Money in the coal 

severance tax bond fund, the coal severance tax permanent 

fund, the coal severance tax infrastructure fund, and the 

coal severance tax income fund must be invested in 

accordance with the investment standards for coal severance 

tax funds except as provided in subsection (2). ~neeme 

Subject to the provisions of 17-5-703(3}, income and 

earnings from all funds must be transferred to and retained 

in the coal severance tax income fund until appropriated by 

the legislature. 

i2) Except as provided in subsection (1) and section 1, 

Chapter 634, Laws of 1989, beginning on July l, 1990, the 

legislature shall appropriate 151 of the income and earnings 

from all funds to be deposited to the state equalization aid 

account each year." 

Seetion-¼iT--Seetien-85-1-683 7 -MeA,-is-amended-to-read• 

48§-¼-683♦--Water-deve¼epment eoe¼--seweranee--taw--ben8 

debt-serviee-fttnd-ereated----eoa¼-eeveranee-tax-a¼¼eeated--

water--deveiopment ¼oan--¼oss-reser~e-£~nd-ereatedT-ttt-tat 

~ftere-±s-ereated-a-water-deveiopment eea¼-seYeranee-ta~-bond 

-12- HB 795 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

RB 0795/04 

debt--eer¥iee--fttlld--withift--the--debt--ser•iee--£und---type 

esteh¼ished-in-t1-i-i8i. 

tbt--~he--state--pled,es-and-a¼¼eea~es-and-direets-to-be 

eredited-te-the-wa~er--de•e¼opaent--debt--serviee--fttnd7--as 

reeei•ed~ 

tit-=¼-if41-oE-ail-aeney-frea-time-te-time-reeei•ed-Erom 

tfte-eea¼-severanee-tax-ee¼¼eeted-ander-~it¼e-¼57 -eftapter-357 

and---remaining---after---a¼¼eeat¼en---ef---stteh--tax--ander 

¼5-3S-i88ttt-end-titT 

tiit-any---prineipa¼---and---aeertted---interest----ttnder 

85-t-6t3t3ttet-reeeived-in-repe!l!leftt-e£-e-ieen-mede-frem-the 

preeeeds-ef-l>ende-issued-uftder-8S-i-6¼1T 

tiiit-a¼¼--interest--ineoae--earned-en-preeeeds-ef-water 

development eeal-severanee-ta•-bonds; 

ti•t-revenae-or-money-otherwise-reqttired-te-be-paid-inte 

the-waeer-develepaent eea¼-severance-tax-bond-state--specia¼ 

reventte--aeeennt--pursnant-te-BS-¼-6847-as-determined-by-~fte 

board-of-examiners-in-eenneetien-with-the-issuanee-ef--bonds 

pttrsttant-t0-~it¼e-¼~7-ehapter-57-part-T7-and-8S-l-6lT~-and 

t•t--money--reee¼Yed--from--the--water--deve¼opment eea¼ 

severanee-taw-bend-¼oan-¼ess-reserve-£ttnd-as-the-restt¼t-of-a 

¼ean-¼essT 

tit--tat-~here--¼s--ereated--a--water--deve¼epment eea¼ 

severanee-tax-bend-¼ean-¼oss-reserve-f~nd--with±n--the--de8t 

serv±ee-fttnd-type-estab¼ished-±n-¼T-i-¼8iT 
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tht--~he--state--p¼ed9ee-and-elleeetes-end-direets-te-he 

eredited-te-the-water-deve¼epaent cea¼--severance--tax--bend 

¼ean---¼ess---reserve---fund---a¼¼--aeertted--¼nterest--ttnder 

85-i-6¼3t3ttht-reee¼ved-in-~epeyment-e£-a-¼een-mede-£rem-the 

preeeeds-0£-l>ends-¼ssued-ttnder-BS-¼-6i1. 

tct--%£-the-department-deter■tnes-tftat-a-¼ean--¼ess--has 

eeettrred--en--a--¼ean-lft!lde-pttrsnant-te-this-part,-fands-from 

the-water-de•e½opment eea¼--severenee--~ax--bend--¼ean--¼ess 

reserve--Ettnd--mnst--be-trans£erred-te-the-water-deve¼epraent 

eea¼-severanee-tax-bend-deht-serv¼ee-Ettnd-in-an-amoant-eqtta¼ 

to-the-amottnt-that-wott½d-otherwise--be--ava±¼ab¼e--~or--de&t 

serviee--ttnder--sttbeeetion--t¼ttbt--as--a-resa¼t-of-the-¼oafl 

¼osaT• 

Seet¼en-¼3~--seetion-85-t-6847 -MeAT-is-amended-to-read~ 

•es-¼-694T--Water--deve¼opment--state--speeia¼---reventte 

aeeettnt--ereated------reTenaes--a¼¼eeated-----¼¼mitations-en 

appropriatiens-fro■-aeeoant.-t¼t-~here-¼s--created--a--water 

deve½opment--state--speeia½-revenae-aeeoant-within-the-state 

speeia¼-reventte-fand-estab¼ished-in-¼T-i-¼8i• 

tit--Exeept-te-the-extent-that-they-are-reqaired--to--be 

eredited--to--the--water-deve¼opment eoa¼-severanee-tax-bond 

debt-serviee-fand-parsaant-to-85-¼-693,-there-sha¼¼-be--paid 

into-the-water-deve¼opment-state-speeial-revenue-aeeoant~ 

tat--a¼¼--reventtes--of--the--wor~s--and--other--money-as 

provided-in-85-¼-33i; 
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tbt--391--oE--the--¼n~erest--±ncome--ef---the---resoaree 

¼Memn¼ty--trust--Eand--as--pre•¼ded--in--and-stth;eet-to-the 

eend¼~¼ens-eE-¼5-38-i8i7 

tet--the-exeese--ef--the--eoa¼--se•eranee--ta•--proeeeds 

a¼¼eeated---by---85-¼-68a--te--the--water--de•e¼opment eoa¼ 

se•erance-tax-hond-debt--serviee--Ennd--above--Sebt--serviee 

r~¼rements-as-provided-in-and-snb;eet-to-tfte-eonditions-or 

85-¼-6¼97-and 

tdt--any--fees--or--charges--eo¼¼eeted-by-the-depertment 

pttrsttant-to-85-l-6¼6-for-th@-servieing-0£--¼oans7--inelttding 

arrangeaents-Eor-obta¼ning-secnr¼ty-¼nterestsT 

t3t--Appropr¼ations---may---be---made---Erom--the--water 

~e•e¼opm.ent-state-speeia¼-reventte-aeeoant-£or-the--fo¼¼owin, 

pnrpoaes-and-sn&;eet-to-the-£o¼¼owin~-cond¼t¼ens~ 

tat--M--,meant-less-~han-er-eqaa¼-te-that-paid-¼n~e-the 

aeeottnt--~nder--85-¼-332--and--on¼y--that--amoant---may---be 

appropriated---for---the---operation---and---maintenanee--0£ 

state-owned-pro;ects-and--wor~sT--££--the--amottnt--0£--money 

a•ai¼ab¼e--for-appropriation-ttnder-th¼s-sttbseetion-t3ttat-is 

greater-than-that-necessary-Eor--operation--and--ma¼ntenanee 

expenses7--the--exeesa--may--be--api,ropr¼ated-as-pro•¼ded-¼n 

sabseet¼en-t3ttbt~ 

tht--An-a■ottnt-¼ess-than-or-equa¼-to-that-paid-into--the 

aeeount--from--tfte-reeottree-¼ndemnity-trust-aeeottnt-p¼tts-any 

exeess-from-sttbseetien-t3ttat-and-en¼y-that--afflottnt--may--be 
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appro~r¼ated-Erom-the-aeeonnt-for~ 

tit--the--rehahi¼itation--0£--state-owned--projeets--and 

wer~s7---ine¼ttdin9---the---reftabi¼itatioft--ef--api¼¼ways--ef 

state-ewned-dame~ 

tiit-the-£orma¼ation-o£-downstream-emer,eftey-warftiftg-aftd 

evaeaation-p¼ans-£or-state-ewfted-dams~ 

tiiit-the-de¥e¼ep11.ent-0E--tfte--hydropower--petefttia¼--0£ 

stare-owned-dams~ 

ti•t-aasistanee--in--the--imp¼ementation--0£--the--water 

reaervations--eatah¼ished--ander--es-i-3¼6--0£--eonaervatien 

d~atr%ets~ 

t•t--the--preaotion--of-the-deve¼opment-o£-o££atream-and 

tribtttary-stera~e~ 

t•it-the-promotion-0£-;oint-state-triba¼7-state-£edera¼T 

and-state-tr¼bal-Eedera¼-water-de¥elep111ent7 

t•iit-pro;eets--or--pregrams--ttlat--impro•e~-water---ttee 

e££ieieney7--ine¼udin9--de•e¼op111ent--0£-new7-e££ieient-water 

syatema-and-reha&i¼itation-ef-e¼der7--¼ess--e££ieient--water 

systems; 

tvii¼t-adllliniatrati•e---expensesT---ine¼ttdin,---bat--not 

¼imited--to--the--sa¼aries--and---expenses---0£---peraonne¼T 

e~ttipment7 --ef~iee--spaee7-and-other-neeessities-inearred-½n 

the-adll\¼nistration-0£-the-water-deve¼epment--pregram--exeept 

the-administratien-ef-¼oans-and-grants;-and 

ttxt-any--other--expenditares-that-meet-the-po¼±eies-a"d 
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eb;eeeiwes-er-the-seaee-waeer-8e¥e¼opment-program. 

tet--Aft-amettftt-¼ess-thaft-er-eqna¼-te-that-paid-iftte--the 

aceoant--from--tfte--soarees--prev¼ded--fer-in-tet-and-tdt-of 

sn~sect¼on-tit-and-on¼y-that-amoant-may-be-appropriated-£rom 

the-aeeoant-£or--¼oans--and--9rants--£or--water--de•e¼opment 

pro1ecte-and-acti¥ities;-for-parehase-er-¼¼ens-and-operation 

of--property--as--pro•ided--in--85-¼-6¼5;-for-administrative 

exp!nses7-inc¼ading-hnt-not--¼im¼ted--te--tfte--sa¼aries--and 

e•penses--ol-personne-¼7-eqttipment7-and-off±ee-spaee;-for-the 

ser•icin9-of-¼oans7--ine¼ading--arran9ements--Eor--obtainin~ 

secnrity--interests;--and--fer-ether-fteeess¼t¼es-¼neurred-in 

ada¼n¼sterin~-the-¼oans-and-grantsT• 

5eet¼on-¼4T--Seetion-85-¼-6857-MeA7 -¼s-amended-to-read~ 

•a5-¼-685T--8rantsy-¼eansy-and-bends-for-state-and-¼oea¼ 

go•ernment-assistaneeT-t¼7-~he-department-may--reee111111end--to 

the--¼eg¼s¼atttre governer-that-grants-and-¼eans-be-made-Erom 

eea¼--se•eranee--tax--proceeds--depos¼ted---in---the---water 

developm.ent--state--speeia¼--reventte--aeee~ntT-tftat-¼eans-be 

made-from-water-deve¼opment eoa¼-seTeranee-tax-bond-proeeeds 

deposited-¼n-the-vater-deve¼opment-aeeettnt7--and--tftat--eoa¼ 

severanee--tax--bonds--be--attthorized--pursaant-to-~it¼e-¼~, 

ehapter-57 -part-~,-to-provide--f¼naneia¼--assistanee--for--a 

water--deve¼opment--pro;eet--to-a-department7-ageney,-board7 

eommission7 -er-o~her-d¼v¼s¼on-ef-s~a~e-gevern~en~--er--to--a 

eity,--eounty,--or--other--po¼itiea¼--sttbdi¥is±on--or--¼oea¼ 
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gowerftlB.ent--body-0£-the-stateT-~he-governor-shai¼-review-the 

pro;eets-reeoffllftended-ttnder-this--seetion--and--the--pro;eets 

reeoffllftended--by-the-department-o£-eoll1fteree-ttnder-tseet¼on-8i 

and-sha¼¼-sttbm±t-a--¼±st--of--reeommended--projeets--to--the 

¼eg±siatureT-~he-legts¼ature-may-approwe-by-appropr¼atioft-er 

other--apprepriate--means--those--9rants--and-loans-¼t-£inds 

eons¼stent-with-the-pel¼eies-and-p1trpeses-0£-the-progr11:111~ 

tit--~ft-additieft-te-iap¼eaefttiftg-these-prejeets-appre•ed 

by-the-legislatttre7 -the-department-may-request-ap-to-¼e•--of 

the--fands--awa¼¼ab¼e--for-grants-fre■-the-vater-development 

speeia¼-reventte-aeeottnt-in--any--bienniam--to--be--ased--£or 

emergene¼esT--~hese--emergeney--projeets-aust-be-approved-by 

the-departmeftt-aftd-be-deEifted-as-these--pre;eets--whieh7--iE 

de¼ayed--anti¼--¼egis¼ative--approval--can-be-obtained;-wi¼¼ 

eause-sabstantta¼-damages-or-¼ega¼-¼iab¼~ity-~o-the--pro1eet 

sponsor~--%n--alloeating--sueh--£ttnds,--the-department-sha¼¼ 

¼nform-the-½egis½at¼we-finaftee-ee1M1..it~ee-of-the-¼egislatttre. 

t3t--~he-grants-aftd-¼eans-prowided-for-by--this--seetion 

may--be--made--for--tfte--pttrehase7 --¼ease7 --develepm.en~7--or 

eonstrttetien--0£--vater--deve¼opment-projeets-and-ae~i•ieies 

for--the--eoftservatieny--mana9ementT--ttse7--deve¼ep111ent7--or 

protee~¼on-0E-~he--vater--and--re¼ated--a9r±e~ltttra¼,--½and7 
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RB 0795/04 

deYe¼epment eea¼--se¥eranee--tax--bond--debt--serYiee--£ttndy 

pro•¼ded---that--the--aqgr~ate--resettrees--se--p¼edged--and 

apprepriated--are--determined--by--the--¼e~isiatttre--te---ee 

safEieient--for-the-prempt-and-!tt¼¼-payment-0£-the-prineipa¼ 

oE-and-¼nterest-and-redemption--premittms--when--dtte--en--a¼¼ 

bends-payab¼e-£rom-that-Ettnd-and-previded-that-the-p¼edge-of 

the-£tt¼¼-raith-and-eredit-and-ta•ing-pewers-eE-the-state-£or 

the--seettrity--0£-a¼¼-stteh ~ea¼-severanee-tax-bends-sha¼¼-be 

are-and-refflain-¼rreyoeab¼e-ttnti¼-they-are-£tt¼¼y-paidT 

t~t--Meney-in-the-water-deve¼epment eea¼--severaftee--tax 

beftd--debt--serviee--fttnd--must--be--used--to--pay-iftterest7 

pr¼ne¼pa:¼7-and-redemption-premiums-when-due-and-payab¼e-with 

respeet-to-water-deye¼opment eoa¼-severanee-taw--bonds7--and 

fer--bends-¼ssued-pr±or-to-¼9857-to-aeeumulate-a-reaerve-fer 

the-£urther-aeeur¼ty-of-stteh-payaentsa 

t3t--After-the-reserve-prov¼ded-~er--in--subseet¼en--tit 

£or--bonds--issued-prior-to-¼985-has-been-aeettmu¼ated-in-the 

vater-deve¼epment eoa¼-severanee-tax-1'end-debt-serviee-fund, 

money-at-any-time-reeeived-in--the--vater--deve¼opment eoa¼ 

severanee--taM-bond-debt-serviee-fund-from-water-deve¼opraent 

pro;eeta-in-e~eesa-ef-that-amount-must-be-transferred-by-the 

treasurer-to-the-water--deve¼epment--s~ate--spee¼a¼--revenue 

aeeountT• 

Seetion-¼8T--Seet¼on-8S-¼-6~&,-M€A7-is-amended-to-read~ 

•as-¼-6%8a--Water---de•e¼opment eea¼---severanee---tax 
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re£ttnd¼n9--bonds•--t¼t--~he--board--0£--exam¼ners--may-issue 

re£ttnding-bends-at-stteh-times-and-in-sueh-amettntsT--if--any7 

as--may--be--neeessary-to-pay-prineipa¼-or-interest-dtte-that 

eannot-be--paid--from--Eands--then--on--hand--in--the--water 

deve¼epment eea¼--se¥eranee-tax-bend-debt-serviee-fttnda-~he 

board-o£-examiners-may-a¼so-isstte-refttnding-bonds-to--re£nnd 

outstandin9---bonds--be£ore--m.atarity--Eor--the--purpoee--of 

e•~ending-the-maturities-thereof of-the-entstandin9-bond--so 

far--as-determined-by-the-board-0£-exam.iners-to-be-neeessary 

to-assttre ensttre-that-the-fands-then-p¼edged--to--the--water 

deve¼opment eoa¼--severanee-tax-bend-debt-serviee-fund-w¼¼¼ 

be-stt££ieient-£or-payment-of-prineipa¼-and-interest--due--in 

sabseqttent--years•--~he--board--of--examiners-ma:7-a¼so-tsstte 

refttnding-bonds-to-refnnd-outstand¼ng-1'ends-before--tnatttrity 

£or--the--pttrpose-of-redaein9-the-¼nterest-eost-or-the-tota¼ 

amottnt-of-principa¼-and--¼nterest--payable--thereon on--the 

otttstaftding-bondsT 

t~t--No--refunding Refunding-bonds-may-~-be-issued-and 

so¼d-mere-than-3-menths-be£ore-all-bonds-re£anded-thereby ~ 

~he-rerttndiftg-Bends-matttre--er--are--ea¼¼ed--for--redemptien 

ttn¼ess-the-proceeds-thereo£ of-the reittndin9-bonds7-with-any 

other-tnnds-in-the-water-deve¼opaent eoa¼-severanee-tax-bend 

debe--serviee--£ttnd--tfta~--are--needed-and-ava¼¼ab¼e-£or-the 

pttrpose-or-seettrities-pttrehased-frem-~ueh bend-proceeds--8nd 

other---£ttnds7---are---deposited--wi~h--a--sttitab%e--haft~ing 
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institntien-w¼thin-or-ents¼de-the-state7-in-eserew7-fer--the 

retirement--e£--the-re£anded-bends-at-ll\8.tttrity-er-at-a-prier 

date-er-dates-en-wft¼eh-they-ha•e-been-ea¼¼ed-fer--redempt¼on 

4 in-aeeerdanee-with-their-terms7-in-an-amottnt-and-in-a-manner 

5 sttEEieient-under-the-previsions-seettring-the-refttnded-bonds7 

6 se--that--the-stateis-eb¼i~atien-to-pay-the-same bonds7-frem 

7 settrees-ether-than-the-eserow-fttnd,-is-diseharged. 

8 t3t--Ne-nev !!!!!_-debt-may-net-be-ereated-By-the--issaanee 

9 ef-re£ttndin~-bends-in-aeeordanee-with-this-seetien7-bttt-stteh 

10 the--re£ttndift9--bonds--sha¼¼--eYidenee--the--de&t-preYietts¼7 

11 crea~ed-and-sfta¼¼-be are-secttred-ey-tfte-p¼edge-o£--the--£tt¼¼ 

12 fatth--and--ered¼t-and-taxing-powers-0£-tfte-state-an~-by-the 

13 fttrther-pro•¼s¼ons-o~-tftia-part-in-the-saJ11.e--manner--as--the 

14 bends-refttnded-therehyT• 

15 NEW SECTION. SECTION 13. APPROPRIATION".----"'TIIE"---imNE'i 

16 AeeBMIJLATBB-IN THERE IS APPROPRIATED $225,000 FROM THE 

17 SPECIAL REVENUE ACCOUNT CREATED IN 17-5-703(3) ¼S 

18 APPR8PRIATB9 TO THE DEPARTMENT OF COMMERCE TO HE USED FOR 

19 

20 

21 

ENGINEERING STUDIES FOR ELIGIBLE PROJECTS UNDER [SECTION f 

ti,_ 

NBW-SBe~f9NT--Seet¼on-l3•--~hree-fottrtfta--vote• Beeattee 

22 tth¼s--aeti--appropriatee--meney--that--wott¼d--otherw¼se--be 

23 depeeited-in-the-coa¼-severanee-tax-permanent-ittnS,--a--Yete 

24 o£--three-£ottrtfts--or--the-members-ef-eaeft-hottse-¼s-reqtt±red 

25 £er-enaetment-o£-fthis-actt• 
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NEW SECTION. SECTION 14. _EFFECTIVE DATE. [THIS ACT} IS 

EFFECTIVE JUL'L.!..,_ 1991. 

-End-
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Free Conference Committee 
on House Bill 795 

Report No. 1, April 25, 1991 

Mr. Speaker and Mr. President: 

Page 1 of 8 

We, your Free Conference Committee met and considered House Bill 
795 and recommend that House Bill 795 (reference copy -- salmon) 
be amended as follows: 

1. Title, line 12. 
Strike: "SUBSIDIES TO" 

2. Title, line 15. 
Strike: "MAKING LOANS" 
Insert: "PROVIDING FINANCIAL ASSISTANCE" 

3. Title, line 17. 
Strike: "LOANS" 
Insert: "FINANCIAL ASSISTANCE" 

4. Title, line 18. 
Strike: "LOANS" 
Insert: "PROJECTS" 

5. Title, line 19. 
Strike: "LOAN" 

6. Page 2, line 8. 
Strike: "TWO" 

7. Page 2, line 15. 
Insert: "This bill places the state of Montana in a position of 

partnershi.p with local governments in meeting infrastructure 
needs. The primary emphasis of this bill is to assist local 
governments by: 
(1) providing an annual debt service subsidy on local debt 

created to finance local infrastructure projects; 
(2) providing a grant for up to 20% of the costs of local 

infrastructure projects; or 
(3) as a last resort, making loans to finance local 

infrastructure projects from the proceeds of coal severance tax 
bonds that may include an annual debt service subsidy on the 
loans. 

The source of revenue to fund the assistance will be the 
investment income derived from the coal severance tax 
infrastructure fund. 

Money currently transferred from .the coal severance tax bo~d 
fund into the coal severance tax permanent fund would, under this 
bill, be transferred to a coal severance tax infrastructure fund 
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within the coal severance tax trust fund. Fifty percent of the 
money flowing into the coal severance tax infrastructure fund 
will be retained in that fund and 50% will be transferred to the 
coal severance tax permanent !und. The principal funds will be 
retained in the coal severance tax infrastructure fund; however, 
deposits to the fund will cease at the end of fiscal year 2012. 
Interest earnin9s on the fund will be transferred, as needed, 
upon appropriation by the legislature, to a special revenue 
account outside of the coal severance tax trust fund and will be 
used for community infrastructure assistance under the community 
infrastructure program." 

8. Page 2, line 19. 
Strike: "11" 
Insert: II 13 tt 

9. Page 2, line 23. 
Strike: II 11" 
Insert: "13" 

10. Page 3, line 5. 
Strike: "DEBT" 
Insert: "funding" 

11. Page 3, line 6. 
Strike: "PRINCIPAL AND INTEREST" 
Insert: "debt service" 

12. Page 3, line 10. 
Strike: "INTEREST" 
Insert: "debt service" 

13. Page 3, lines 11 and 12. 
Following: "BY" on line 11 
Strike: remairider of line 11 through "16" on line 12 
Insert: "any local debt" 

14. Page 4, line 5. 
Fol lowing: ". " 
Insert: "The state treasurer shall stop deposits to the coal 

severance tax infrastructure fund on June 30, 2012." 

15. Page 4, line 7. 
Following: the first "the" 
Insert: "principal amount of the" 
Following: "money" 
Strike: "DEPOSITED in" 
Insert: "transferred from the coal severance tax bond fund to" 

ftt~1I 
1181,, 
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16. Page 4, lines 13 through 23. 
Following: "fund" on line 13 

April 26, 1991 
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Strike: remainder of line 13 through "SUBSIDY." on line 23 
Insert: "may be used to provide financial assistance for local 

government infrastructure projects under the Montana 
Community Infrastructure Act, [sections 1 and 7 through 13]. 
The state treasurer shall transfer to the infrastructure 
special revenue account established in [section 11] the 
amount of interest earnings required to meet the obligations 
of the state that are payable from the account as authorized 
by the legislature pursuant to [sections 7 through 13]. 
Interest earnings not appropriated and transferred to the 
infrastructure special revenue account must be retained in 
the coal severance tax infrastructure fund. 
(4) Beginning July 1, 2012, the state treasurer shall from 

time to time transfer to the coal severance tax permanent fund 
all money in the coal severance tax bond fund except the amount 
necessary to meet all principal and interest payments on bonds 
payable from the coal severance tax bond fund on the next two 
ensuing semiannual payment dates." 

17. Page 5, lines 10 through 17. 
Following: "(2)" on line 10 
Strike: remainder of line 10 through "growth" on line 17 
Insert: "finance loans to local governments for infrastructure 

projects under the Montana Community Infrastructure Act, 
[sections 1 and 7 through 13]" 

18. Page 5, line 21. 
Strike: "11" 
Insert: "13" 

19. Page 6, lines 18 through 22. 
Strike: "11" on line 18 
Insert: "TI" 
Following: "." on line 18 
Strike: remainder of line 18 through 

20. Page 7, line 16. 
Strike: "6" 
Insert: "7" 
Strike: "10" 
Insert: "13" 

21. Page 8, line 16. 
Following: "town," 
Insert: "or" 

22. Page 8, line 17. 

H II on line 22 
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Following: "government" 
Strike: "," 
Strike: "OR special purpose district" 

23. Page 8, line 19. 
Strike: "a loan" 
Insert: "financial assistance" 

24. Page 8, line 20. 
Strike: "11" 
Insert: 11TI 11 

25. Page 8, line 21. 
Strike: "Loans" 
Insert: "Financial assistance" 
Strike: "made" 
Insert: "provided" 
Following: "the" 
Strike: "direct" 

26. Page 9, line 1. 
Following: "(b)" 
Insert: "wastewater treatment," 
Following: "SANITARY" 
Insert: "sewer," 

27. Page 9, line 2. 
Strike: "collection and" 
Following: "disposal" 
Insert: "and separation" 
Following: "systems" 

April 26, 1991 
Page 4 of 8 

Insert: ", including site acquisition, preparation, and 
monitoring" 

28. Page 9, line 7. 
Following: ";" 
Insert: "or"-

29. Page 9, lines 8 through 12. 
Following: "(E)" on line 8 
Strike: remainder of line 8 through "INTEREST" on line 12 
Insert: "airport improvements, if the amount of state and local 

funding is met by a matching grant of nine times the amount 
of state and local funding and the financial assistance 
requested represents not more than 20% of the state and 
local financial funding" 

30. Page 9, line 21. 
Strike: "of" 
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Insert: "containing the" 
Following: "projects" 
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Insert: "and the recommended form of financial assistance for 
each project" 

31. Page 9, line 22. 
Following: "." 
Insert: "In preparing grant recommendations for the 53rd 

legislature, the department shall recommend projects that do 
not exceed $300,000." 

32. Page 10, lines 2 through 10. 
Following: "PROJECTS" on line 2 
Insert: "and the recommended financial assistance" 
Following: "." on line 2 
Strike: remaTnder of line 2 through line 10 in its entirety 

33. Page 10, line 20. 
Strike: "11" 
Insert: "TI" 

34. Page 11, line 2. 
Strike: "size" 
Insert: "amount" 
Strike: "the grant" 
Insert: "financial assistance" 

35. Page 11, line 4. 
Strike: "and" 

36. Page 11, line 5. 
Following: line 4 
Insert: "(h) projects that do not discourage expansion of the 

tax base: and" 
Renumber: subsequent subsection 

37. Page 11, lines 7 through 13. 
Strike: subsection (3) in its entirety 

38. Page 11, lines 14 through 23. 
Strike: section 10 in its entirety 
Insert: "NEW SECTION. Section 10. Legislative approval -

financial assistance. (1) If financial assistance is in 
the form of an annual debt service subsidy on local 
government debt, the legislature shall authorize the 
department of commerce to enter into a written agreement 
with the local government that obligates the state to 
provide semiannual payments in a specified amount, over a 
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period not to exceed 30 years, established in the bill 
authorizing the financial assistance. The obligation 
establisheq in the agreement is a general obligation of the 
state and is payable from any available source, including 
the infrastructure special revenue account established in 
[section 11]. 
(2) If financial assistance is in the form of a matching 

grant, the legislature shall appropriate the amount of the grant 
from the infrastructure special revenue account. 

(3) If financial assistance is in the form of a loan funded 
from the proceeds of coal severance tax bonds, the legislature 
shall authorize the board of examiners to issue coal severance 
tax bonds to finance the loan as provided in 17-5-706. If an 
annual debt service subsidy on the loan is provided, the 
legislature shall authorize the department of commerce to enter 
into a written agreement with the local government that obligates 
the state to provide semiannual payments in a specified amount, 
over a period not to exceed 30 years, established in the bill 
authorizing the financial assistance. The obligation established 
in the agreement is a general obligation of the state and is 
payable from any available source, including the infrastructure 
special revenue account established in [section 11). 

(4) The legislature may not authorize entering into an 
agreement to provide an annual debt service subsidy as provided 
in subsection (1) or (3) unless the aggregate amount of 
anticipated earnings on the coal severance tax infrastructure 
fund in each year available for transfer to the infrastructure 
special revenue account is equal to the sum of 1 1/2 times the 
annual amount of outstanding obligations and the proposed 
obligations payable from the special revenue account. 

NEW SECTION. Section 11. Infrastructure special revenue 
account. (1) There is an infrastructure special revenue 
account in the state special revenue fund. 
(2) The state treasurer shall from time to time transfer 

from the earnings on the coal severance tax infrastructure fund 
to the infrastructure special revenue account the amount 
necessary to meet the obligations of the state payable from the 
account. 

(3) The state treasurer may transfer funds in the 
infrastructure special revenue account to the department of 
commerce for distribution to a local government or to a debt 
service fund created pursuant to 17-5-708. 

NEW 
(I) 

(a) 

SECTION. Section 12. Financial assistance available. 
The following types of financial assistance are 
available under the Montana Community Infrastructure 
Act: 
an annual debt service subsidy on local government debt 
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created to finance eligible local infrastructure projects; 
(b) grants for up to 20% of the costs of local 

infrastructure projects; and 
(cl loans to finance local infrastructure projects from the 

proceeds of coal severance tax bonds that may include an annual 
debt service subsidy on the loans. 

(21 Financial assistance described in subsection (1) (cl is 
available to a local government only if the assistance described 
in subsection (1) (al, taking into consideration the maximum debt 
service subsidy available, or if the availability of a grant 
described in subsection (1) (bl will not enable the local 
government to finance the proposed project. 

(3) In reviewing the requests for financial assistance for 
eligible projects and making recommendations to the governor, the 
department of commerce shall attempt to allocate 40% of the funds 
available for financial assistance to projects funded under 
subsection (1) (a) and 60% of the funds available for financial 
assistance to projects funded under subsection (1) (b). If the 
department recommends financing under subsection (1) (cl, the 
amount of funds available under subsections ( 1) (a) and (1) (b) 
must be reduced proportionally." 
Renumber: subsequent sections 

39. Page 11, line 24. 
Strike: "Administration of loans" 
Insert: "Infrastructure assistance" 

40. Page 12, line 1. 
Strike: "loan program" 
Insert: "Montana Community Infrastructure Act" 

41. Page 12, line 2. 
Strike: "11" 
Insert: "Ll" 
Strike: "and" 

42. Page 12, line 3. 
Following: line 2 
Insert: "(2) make loans approved by the legislature pursuant to 

[sections 7 through 13]; and" 
Renumber: subsequent subsection 

43. Page 25, line 16. 
Strike: "$225,000" 
Insert: "$500,000" 

44. Page 25, line 17. 
Strike: "17-5-703(3)" 
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Insert: "[section 11]" 

45. Page 25i line 19, 
Following: ine 18 
Insert: "matching funds for" 

46. Page 25, line 20. 
Following: "l" 
Insert: "prioritized as provided in [section 9(2)]" 

April 26, 1991 
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And this Free Conference Committee report be adopted. 

For the House: For the Senate: 

Sen. Towe 

Rep. Zook Sen. Thayer 

891529CC.HSF 



• >-

HB 0795 

AN ACT CREATING THE MONTANA COMMUNITY INFRASTRUCTURE ACT; CREATING 

AN INFRASTRUCTURE TRUST FUND WITHIN THE PERMANENT COAL TAX TRUST 

FUND; CREATING A SPECIAL REVENUE ACCOUNT FOR INTEREST EARNED ON 

THE COAL SEVERANCE TAX INFRASTRUCTURE FUND; MAKING INTEREST IN THE 

SPECIAL REVENUE ACCOUNT AVAILABLE FOR LOCAL INFRASTRUCTURE 

PROJECTS; AUTHORIZING THE ISSUANCE OF COAL SEVERANCE TAX BONDS FOR 

THE PURPOSE OF PROVIDING FINANCIAL ASSISTANCE FOR LOCAL GOVERNMENT 

INFRASTRUCTURE PROJECTS; PROVIDING FOR THE TERMS AND CONDITIONS OF 

FINANCIAL ASSISTANCE; PROVIDING A METHOD FOR RECOMMENDING 

PRIORITIES FOR PROJECTS; REQUIRING LEGISLATIVE AUTHORIZATION FOR 

PROJECTS; APPROPRIATING MONEY IN THE SPECIAL REVENUE ACCOUNT TO 

THE DEPARTMENT OF COMMERCE FOR USE BY LOCAL GOVERNMENTS FOR 

ENGINEERING STUDIES FOR LOCAL GOVERNMENT INFRASTRUCTURE PROJECTS; 

AMENDING SECTIONS 17-5-701, 17-5-702, 17-5-703, 17-5-704, 

17-5-706, AND 17-5-719, MCA; AND PROVIDING AN EFFECTIVE DATE. 

STATEMENT OF INTENT 

A statement of intent is required for this bill because 

[section 1) delegates rulemaking authority to the department of 

commerce to administer the Montana Community Infrastructure Act. 

This bill is intended to provide local governments with 

cost-effective alternative methods of financing infrastructure 

projects that enhance the quality of life and protect the health, 

safety, and welfare of Montana's citizens and that support 

long-term, stable economic growth and job creation by keeping 

~"' ,,.,.,.,,., counc,, 
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Montana competitive ~ith nearby states by providing for the public 

infrastructure necessary for economic growth. 

This bill places the state of Montana in a position of 

partnership with local governments in meeting infrastructure 

needs. The primary emphasis of this bill is to assist local 

governments by: 

(1) providing an annual debt service subsidy on local debt 

created to finance local infrastructure projects; 

(2) providing a grant for up to 20% of the costs of local 

infrastructure projects; or 

(3) as a last resort1 making loans to finance ::.ocal 

infrastructure projects from the proceeds of coal severance tax 

bonds that may include an annual debt service subsidy on the 

loans. 

The source of revenue to fund the assistance will be the 

investment income 

infrastructure fund. 

derived from the coal severance tax 

Money currently transferred frQm the coal severance tax bond 

fund into the coal severance tax permanent fund would, under this 

bill, be transferred to a coal severance tax infrastructure fund 

within the coal severance tax trust fund. Fifty percent of the 

money flowing into the coal severance tax infrastructure fund will 

be retained in that fund, and 50% will be transferred to the coal 

severance tax permanent fund. The principal funds will be retained 

in the coal severance tax infrastructure fund; however, deposits 
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to the fund will cease at the end of fiscal year 2012. Interest 

earnings on the fund will be transferred, as needed, upon 

appropriation by the legislature, to a special revenue account 

outside of the coal severance tax trust fund and will be used for 

community infrastructure assistance under the community 

infrastructure program. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section l. Montana Community Infrastructure Act -- powers and 

duties of department. (1) This section and [sections 7 through 13] 

may be cited as the "Montana Community Infrastructure Act". 

( 2) The Montana Community Infrastructure Act must be 

administered by the department of commerce. The department shall 

adopt rules ta administer [sections 7 through 13}. The rules must 

include but not be limited to establishing criteria and procedures 

for: 

(a) determining the eligibility of local government entities 

for the community infrastructure program; 

(b) determining the eligibility of specific projects; 

(c) ensuring that local governments fund their infrastructure 

projects by local funding when possible; 

(d) determining the amount of debt service payments available 

for infrastructure projects funded through loans from the coal 

severance tax bond fund program; and 

(e) determining the amount of debt service subsidy available 
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for local infrastructure projects funded by any local debt. 

Section 2. Section 17-5-703, MCA, is amended to read: 

"17-5-703. Coal severance tax trust funds. (1) The trust 

established under Article IX, section 5, of the Montana 

constitution shall be composed of the following funds: 

(a) a coal severance tax bond fund into which the 

constitutionally dedicated receipts from the coal severance tax 

shall be deposited; 

(b) a coal se•;erance tax infrastructure ~u__D:4_; 

tbt1£l a coal severance tax permanent fund; and 

tetlli a coal severance tax income fund. 

(2) The state treasurer shall from time to time transfer to 

the coal severance tax permanent infrastructure fund all money in 

the coal severance tax bond fund except the amount necessary to 

meet all principal and interest payments on bonds payable from the 

coal severance tax bond fund on the next two ensuing semiannual 

payment dates. The state treasurer shall stop deposits to the coal 

severan~e tax infrastructure fund on June 30~ 2012. The state 

treasurer shall from time to time transfer to the coal severance 

tax permanent fund 50% of the principal amount of the money 

transferred from the coal severance tax bond fund to the coal 

severance tax infrastructure fund in the preceding year. 

(3) The purpose of the coal severance tax infrastructure fund 

1s to assist local governments in funding infrastructure projects. 

Interest earned on the coal sev~r_ance tax infrastru~ture fund may 

-4- HB 795 



HB 0795 

be used to provide financial assistance for local government 

infrastructure projects under the Montana Community Infrastructure 

Act, [sections 1 and 7 through 13). The state treasurer shall 

transfer to the infrastructure special revenue account established 

in [section 11] the amount of interest earnings required to meet 

the obligations of the state that are payable from the account as 

authorized by the legislature pursuant to (sections 7 through 13]. 

Interest earnings not appropriated and transferred to the 

infrastructure special revenue account must be retained in the 

coal severance tax infrastructure fund. 

(4) Beginning July 1, 2012, the state treasurer shall from 

time to time transfer to the coal severance tax permanent fund all 

money in the coal severance tax bond fund except the amount 

necessary to meet all principal and interest payments on bonds 

payable from the coal severance tax bond fund on the next two 

ensuing semiannual payment dates." 

Section 3. Section 17-5-701, MCA, is amended to read: 

•11-5-701. State of Montana coal severance tax bonds. This 

part provides for the issuance of state of Montana coal severance 

tax bonds (also referred to as coal severance tax bonds in this 

part) to_;_ 

1.!.l finance water resource development projects and 

activities in the state designed to provide, during and after 

extensive coal mining, a healthy economy, the alleviation of 

social and economic impacts created by coal development, and a 
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and future 

(2) finance loans to local governments for infrastructure 

projects under the Montana Community Infrastructure Act, [sections 

1 and 7 throug!l_ill." 

Section 4. Section 17-5-702, MCA. is amended to read: 

•11-5-702. Purpose and intent. (1) The purpose of the coal 

severance tax trust fund bond provisions of this part and 

[sections 7 through 13} is to establish the authority to issue and 

sell coal severance tax bonds that have been approved by an act of 

the legislature for financing specific water resource development 

projects and activities and local government infrastructure 

projects and activities in the state authorized by the legislature 

and to guarantee redemption of ~tteh the bonds by revenue derived 

from the receipts from the coal severance tax imposed by Title 15, 

chapter 35, part 1, and ~tteh other money as the legislature may 

from time to time determine. 

(2) The legislature intends that projects to be financed by 

coal severance tax bonds include~ 

~ water resource development projects and activities as 

part of the water development program established in Title 85, 

chapter 1, part 6. The legislature further intends that the income 

from water resource development projects and activities in excess 

of the amount required fer debt service and operation and 

maintenance of those prujects and activities be deposited in the 
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water development state special revenue account established in 

85-1-604. 

(b) local qvvernrnent infrastructure projects and activities 

as part of the local government infrastructure program established 

in [sections 7 through 13j." 

Section 5. Section 17-5-706, MCA, is amended to read: 

~17-5-706. Authority to issue coal severance tax bonds. The 

board of examiners, upon approval of the legislature as 

here±ftafter provided in this section, shall issue and sell coal 

severance tax bonds finance Stl~~ apprcved water resource 

development projects and activities and local _government 

infrastructure proiects and activities when authorized to do so by 

any law that sets out the amount and purpose of the issue. Each 

project or activity s"e~l ~ be separately approved as to amount 

by a two-thirds vote of each house of the legislature." 

Section 6. Section 17-5-719, MCA, is amended to read: 

•11-5-719. Limitation on amount of coal severance tax bonds 

issued. No more than $250 million worth of coal severance tax 

bonds may be issued for water development projects and activities 

and local government infrastructure projects and activities." 

Section 7. Purpose. The purpose of [sections 7 through 13] is 

to establish a local government infrastructure investment program 

that will: 

(1) enhance the qual1ty of life and protect the health, 

safety, and welfare of Montana's citizens by creating a 
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partnership between the state and local governments to help 

finance necessary public infrastructure projects; 

( 2) support long-term, stable economic growth and job 

creation and help keep Montana competitive with nearby states by 

providing a means for financing the infrastructure necessary for 

economic growth; 

(3) encourage local public facility improvements by state 

investment in improvements in order to make these improvements 

affordable to Montana citizens; 

( 4) protect future generations from the undue fiscal burdens 

that result when infrastructure systems are inadequate or are 

allowed to deteriorate: 

(5) encourage maximum use of all available private and public 

funding sources: 

(6} complement and improve the effectiveness of existing 

private and public infrastructure financing mechanisms and improve 

coordinaticn between state and federal infrastructure financing 

programs; and 

(7) encourage coordinated, long-term strategies for 

addressing Montana's infrastructure needs. 

Section B. Eligible projects. (1) A county, incorporated city 

or town, or consolidated local government is eligible to apply for 

financial assistance under {sections 7 through 13). 

(2) Financial assistance may be provided foe the costs 

related to the planning, design, construction, reconstruction, 
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acquisition, alteration, modernization, improvement, or expansion 

of: 

(a) drinking water systems; 

(b) wastewater treatment, sanitary sewer, or storm sewer 

systems; 

(c) solid waste disposal and separation systems, including 

site acquisition, preparation, and monitoring; 

{d) bridges; or 

(e) airport improvements, if the amount of state and local 

funding is met by a matching grant of nine times the amount of 

state and local funding and the financial assistance requested 

represents not more than 20% of the state and local financial 

funding. 

Section 9- Priorities for projects -- procedure. (1) The 

department of commerce shall receive proposals for projects from 

the local government entities listed in (section 8(1)]. The 

department shall work with the local government in preparing cost 

estimates for the project. In reviewing project proposals, the 

department may consult with other state agencies with expertise 

pertinent to the proposal. The department shall prepare and submit 

a list containing the recommended projects and the recommended 

form of financial assistance for each project to the governor, 

prioritized pursuant to subsection (2). In preparing grant 

recommendations for the 53rd legislature, the department shall 

recommend projects that do not exceed $300,000. The governor shall 
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review the projects recoJM1ended by the department of commerce 

under this section and the projects recommended by the department 

of natural resources and conservation under Title 85, chapter l, 

part 6, and shall submit a list of recommended projects and the 

recommended financial assistance to the legislature. 

(2) In preparing recommendations under subsection (1), 

preference must be given to projects based on the following order 

of priority: 

(a) projects that solve urgent and serious public health or 

safety problems; 

(b} projects that enable local governments to meet state or 

federal health or safety standards; 

tc) projects that enable local governments to obtain funds 

from sources other than the funds provided under [sections 7 

through 13]; 

Id) projects that provide long-term, full-time job 

opportunities for Montanans; 

(e) projects that provide public facilities necessary for the 

expansion of a business that has a high potential for financial 

success; 

( f) projects that result in a benefit to the public 

commensurate with the amount of financial assistance; 

{g) projects that reflect greater need for 

assistance than other projects; 

financial 

(h) projects that do not discourage expansion of the tax 
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base; and 

(i} projects that are high local priorities and have strong 

community support. 

Section 10. Legislative approval -- financial assistance. (1) 

If financial assistance is in the form of an annual debt service 

subsidy on local government debt, the legislature shall authorize 

the 

the 

department of commerce to enter into a written agreement with 

local government that obligates the state to provide 

sem~annual payments in a specified amount, over a period not to 

exceed 30 years, established in the bill authorizing the financial 

assistance. The obligation established in the agreement is a 

general obligation of the state and is payable from any available 

source, including the infrastructure special revenue account 

established in [section 11]. 

(2) If financial assistance is in the form of a matching 

grant, the legislature shall appropriate the amount of the grant 

f:om the infrastructure special revenue account. 

13) If financial assistance is in the form of a loan funded 

from the proceeds of coal severance tax bonds, the legislature 

shall authorize the board of examiners to issue coal severance tax 

bonds to finance the loan as provided in 17-5-706. If an annual 

debt service subsidy on the loan is provided, the legislature 

shall authorize the department of commerce to enter into a written 

agreement with the local government that obligates the state to 

provide semiannual payments in a specified amount, over a period 
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not to exceed 30 years, established in the bill authorizing the 

financial assistance. The obligation established in the agreement 

is a general obligation of the state and is payable from any 

available source, including the infrastructure special revenue 

account established in [section 11]. 

(4) The legislature may not authorize entering into an 

agreement to provide an annual debt service subsidy as provided in 

subsection (1) or 13) unless the aggregate amount of anticipated 

earnings on the coal severance tax infrastructure fund in each 

year available for transfer to the infrastructure special revenue 

account is equal to the sum of 1 1/2 times the annual amount of 

outstanding obligations and the proposed obligations payable from 

the special revenue account. 

Section 11. Infrastructure special revenue account. (1) There 

is an infrastructure special revenue account in the state special 

revenue fund. 

(2) The state treasurer shall from time to time transfer from 

the earnings on the coal seve[ance tax infrastructure fund to the 

infrastructure special revenue account the amount necessary to 

meet the obligations of the state payable from the account. 

{3) The state treasurer may transfer funds in the 

infrastructure special revenue account to the department of 

commerce for distribution to a local government or to a debt 

service fund created pursuant to 17-5-708. 

Section 12. Financial assistance available. 11) The following 
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types of financial assistance are available under the Montana 

Community Infrastructure Act: 

(a) an annual debt service subsidy on local government debt 

created to finance eligible local infrastructure projects; 

lbJ grants for up to 20% of the costs of local infra-structure 

projects; and 

(c) loans to finance local infrastructure projects from the 

proceeds of coal severance tax bonds that may include an annual 

debt service subsidy on the loans. 

(2) Financial assistance described in subsection ll)(c) is 

available to a local government only if the assistance described 

in subsection (l)(a), taking into consideration the maximum debt 

service subsidy available, or if the availability of a grant 

described in subsection (l){b) will not enable 

government to finance the proposed project. 

the local 

(3) In reviewing the requests for financial assistance for 

eligible projects and making recommendations to the governor, the 

department of commerce shall attempt to allocate 40% of the funds 

available for financial assistance to projects funded under 

subsection (l){a) and 60% of the funds available for financial 

assistance to projects funded under subsection (l)(b). If the 

department recommends financing under subsection (l}(c), the 

amount of funds available under subsections (l)(a) and (l)lb) must 

be reduced proportionally. 

Section 13. Infrastructure assistance. The department of 
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commerce shall: 

( 1) administer the Montana Community Infrastructure Act 

established by [sections 7 through 13]; 

(2) make loans approved by the legislature pursuant to 

[sections 7 through 13]; and 

(3) service loans made or contract and pay for the servicing 

of loans. 

Section 14. 

"17-5-704. 

Section 17-5-704, MCA, is amended to read: 

Investaent of funds. ( l) Money in the coal 

severance tax bond fund, the coal severance tax permanent fund, 

the coal severance tax inf~astructure fund, and the coal severance 

tax income fund must be invested in accordance with the investment 

standards for coal severance tax funds except as provided in 

subsection (2). £neom~ Subject to the provisions of 17-5-703(3), 

income and earnings fr.om all funds must be transferred to and 

retained in the coal severance tax income fund until appropriated 

by the legislature. 

( 2) Except as 

Chapter 634, Laws 

provided 

of 1989, 

in subsection (1) 

beginning on July 

and section 1, 

1, 1990, the 

legislature shall appropriate 15% of the income and earnings from 

all funds to be deposited to the state eguali2ation aid account 

each year." 

Section 15. Appropriation. There is appropriated $500,000 

from the special revenue account created in [section 11} to the 

deparL 1ent of commerce to be used for matching funds for 
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engineering studies for eligible projects under (section 8] 

prioritized as provided in [section 9(2)]. 

Section 16. Effective date. (This act) is effective July l, 

1991. 
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