GENATE PRILL RO, 409
INTRODUCED BY MANNING, GALT

BY REQUEHT OF THE GOVERNOR

IN THE SERATE
Pebruary 9, 1981 Introduced and referred to
Committee on Agrioculture,
Livestock, and Irrigation.

Fiscal note requested.

February 16, 1981 Fiscal note returned,

February 18, 1981 Committee recommend bill do
pass as amended., Report
'do}%tﬁd .

Statement of intent attached,

February 20, 1981 Bill printed and placed on
: nenwbers! desks,

February 21, 1981 Hotion pass consideration,

On motion taken from second
reading and rereferred to
Conmittee on Taxation,
Motion adopted,

HMarch 20, 1981 Committee recommend bill do
pass as amended, Report
&dﬁpteﬁ .

Harch 21, l98l Biil printed and placed on

- menbers' desks,

March 23, 1981 Second reading, do pass.

March 24, 1981 Correctly engrossed.

Haxch 25, 1981 Third reading, passed,

Ayes, 43 Yoes, 6.
Transmitted to House,



March 26, 198)

April 4, 138l

April 6, 1981

april 7, 1981
April 15, 1981

April 16, 1981

IN THE HOUSE

Introduced and referred to
felect Comnmittee on Hater.

Committee recommend bill be
aoncurred in as amended,
Report adopted.

Second reading, concurred in.
On motlon rules suspended and
bill placed on third reading
this day.

Third reading, concurred in
as amended., Ayes, %3; Noes, 0,

IN THE BENATE

Returned from House with
amendments,

Bacond reading, amendments
concurred in,

Third reading, amendments
concurred in, Ayes, 50;
Noes, 0. BSent to envolling,

Reported correctly enrolled.
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%‘Q BIts No, o KT
INTRCDUCED BY m“"“}i{ /91,/ '

8Y REQUEST OF THE GOVERNOR

A BILL FOR AN ACT ENTITLED= "AN ACT TO CREATE A WATER
DEVELOPHENT PROGRAM; ESTABLISHING A LDAN ANO GRANT PRCGRAM
FOR WATER DEVELOPMENT PROJECTS AND ACTIVITIES; ESTABLISHING
AN EARMARKED WATER DEVELOPMENT ACCOUNT; ALLDCA%ING A PORTICN
OF THE COAL SEVERANCE TAX PROCZEDS; ALLCCATING A PFORTION CF
THE INTEREST INCOME FROGM THE RESQUACE INDEMNITY TRUST
ACCOUNT; CREATING AUTHORITY FOR WATER DEVELOPMENT 2CNDS3
CREATING AUTHORITY FOR COAL SEVERANCE TAX TRUST FUND BONDSS
LIFTING THE IKTEREST CEILING ON WATER CONSERVATION REVENUE
GONDS3 AMENDING SECTIGNS 15-35-108y 15-38-202y 85-1-1024
85-1-301y 85-1-3324 90-2-10ly 90-2~1l1y ANO 90-2-1244 MCA;3
REPEALING SECTIONS 85-1-333 AND B5-1-334y MCA; AND PROVIDING

EFFECTIVE DATES."™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:Z
NEd SECTIONe Section ls Purpese and peliciess (1) The
lagislature finds and declares that in orcd=sr that the people
of Montana may enjoy the full economic and recreational
benafits of +the state's water resgurcesy the stete must
establish this long-term water development program providing

financial and administrative assistance to privates localy
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and state entities for water resource development projects
and activities.

{2) The purpose of the water development program is to
further the state®s policiesy set forth in B5—1—~101y
regarding the conservationy developments and beneficial use
of water resourcesas

{3) The legislature recognizes that water is one of
the wmost valuable and important renewable resources in
Montana;i thereforey it is appropriate that a portion of the
taxes on the rempoval of nonrenewable resources be dedicated
to the conservations developmenty and beneficial use of
Water resourcesa

{4#) The development of water resources is of a high
priority because a large portion of #Montana's present and
future economy is based either directly or indirectly on the
wise use of wWatere

(5) This water development program is an integral part
of the Implementation and development of the comprehensives
coordinateds multiple~-use water resources olan known as +the
"state water plan©.

MER _SECIION. Section 2. Objectivess The department
shall administer a water development prugram +to accorplish
such objectives as rehabilitation of state-owned water
projects and worksi promotion of privatey local governments

and state water development; development of water-sased

-z- INTRODUCED BILL
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recreation and the protection of water resources for the
benefit of agriculturey flood contrels and other uses;
development of offstream and tributary storage; and
development of state-trihal, state~federals and
state—tribalt-federal water projectss The water development
proyram is the key implementation portion of the state water
plan and shall be administered to accomplish the objectives
of the plane

Section 3« Section B5-1-102y MCAy is amended to read:

"85-1-102« Definitionses Unless the context requires
otherwisey In this chapter the following definitions apply:z

{1) *"Board®™ means the board of natural resources and
conservation provided for in 2-15-3302.

(2) "Cost of works® means the cost of construction;
the cost of all 1landsy propertyy rightsy easesentsy and
franchises acquired which are deemsd necessary for the
construction; the cost of all water rights acquired or
exercised by the department in connection with those works;
the cost of all machinery and equipments financing chargess
interest prior to and during construction and for a period
not exceeding 3 years after the completicn of constructions
cost of enginearing and Jegal 2xpensess pliansy
specificationsy surveyss estimates of costy and other
expenses necessary or incident to determining the

feasibility or practicability of any project; administrative

-

10
11
12
i3
14
15
16
17
i8
19
20
21
22
23
24

25

LC 1225701

expense; and such other expenses Js may be necesssry or
incident to the financing herein euthorized anag the
construction of the works and the placing of the same in
operations

{3) "Department®™ means the department of natural
resouyrces and conservation provided for in Title 2+ chapter
15¢ part 33e.

{4) “Owner® means all individuals, irrigation
districtse drainage districtse flood control districtsy
incorporated companiess Societiess or associations havino
any title or interest in any propertiese rightss ecasementss
or franchises to be acquireds

£5)__"Private . _persop”.  __meaus .. apy . iodiviguals
asseciatiogns - parfpershipe _ . corperetijops. _or . other
pengovernmental entity pot eligible for loans and. graots
under [section &) but does got jaclude a.governgentsl_entity
auch._@s.__an. _agencys_  Joc2] goverpmenis_  or gglificg)
subdivision of the states ihe Uniteo Statess oOr _apny. agency
thereofs_or any other goverpnmental snfitye

+5¥{6) *"Project™ means any one of the works herein
defined or any combination of such works which are
physically connected or jointly managed and operated as 2
single unite

{7). =Publig benefits"™ means those henefits_that accrue
frop a waier development  project or  activity 1o persons

—"—
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gther _than_ . the private grant or leoan.recipient and that
enbance the common well-being of _the pegple.. of Mootanas
public  henefits _include but ore.not lisited to_recreations
flogd controls crosion.redustions agricultural flood damage
reductions water _guality ephancesents sediment reductions
access._to__.recreation  opportunitiess . _and . _wildlife
conservatione

(B) _mWater development clearance. . aGCount®  means  a
separate accouni crfeated by [section 18] withia the bopd and
insurance clearance fupd of ithe stare treasury 1o _finange
leans _under the provisioons of the water developmeni progras
to_agenciess local_gavernmentss and  political _subdivisions
of _the statey _privata personss. aod any _other oligible
cecipients from preceeds of bonds issuwed uynder [sectigps  l»
Za-30d % through 23]s

49) "water _development activity®™ weans an actiop or
program _to promote water—hased recreation or ke protect _or
enhaoce _mwater _regsources  for  the hepefift of agriculsures
flpood conirols_qr other usess includiog buk not limited. to
such _purposes as the promotion of efficient use of water in
agricultures ihe igprovemept of Water. guality in agriculture
and_gtber nonpoint Solrce usess_ the promotiopn of water-hased
recreations  the cootrol _of erosion of sircambanks _and
control . _of _ sedigentation of _rivers and sireaps. _and
Rroviding greater lgcal and stafe control of Moontana _water

-5—
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Lesourcess Water _developgent activities _may provide apy

- comhination of marketable and nonmarketable benefitsas

{10) “yater _development earmarked account™ means a
agparate accouni created by [section 5] mithin the earmarked
revepue  fund _of the state tredsury for the purposes of the
water_development program as sef forth io [section 51e

111} _"HWater development project¥ .means _a. . project  as
defined _in subsection (€)s _except that water development
prejects are pot lisited to projects owned _or _operated by
the deparigente

112} *hater . _development.  sipking —account® means _a
separate_account created by [section 43 within _the sinking
fund of fthe sktate treasury to be used as provided in
{sectiop 20]e

$63413) "Horks™ means all propertys, rightsy easementsy
and franchises relating thereto and deemed necessary or
convenient for their operation and all water rights acquired
or exercised by the department in connection with those
werks and includes all means of conserving and distributing
waters includings without limiting the generality of the
foregoings reservoirsy damsy diversion canalsy distributing
canalsy waste canalss drainage canalss dikess lateral
ditches and pumping unitss mainss pipeliness and waterworks
systems and includes all such works for +the conservations

developmentsy storagey distributiony and utilization of

B 1CY
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watery including without 1imiting the generality of the
foregoings works for the purpose of irrigations flood
preventions drainages fish and witdlifey recreationy
development of powery watering of stocky supplying of water
for publicy domestice industrials or other uses and for fire
protectione®™

MEN SECTIONs Section 4« Water develaopment sinking
account <reated -~ coal severance tax allocateds (1) There
is created a water development sinking account within the
sinking fund established in 17-2-102.

(2) The state pledges and allocates and directs to be
credited to the water development sinking accounts as
receivedy 1 1/4% of all money from time to time received
from the ccal severance tax collected wunder Title 154
chapter 35y and remaining after allocation of such tax to
the trust fund established under Article IXs section 5» of
The Constitution of the State of Montanas

NEW 3SELTION. Section 5. Water development earmarked
account created ~— revenues altlocated -- limitations on
appropriations from accounts (1) There is created a water
development earmarked account within the earmarked revenpue
fund established In 17-2-102«

{2} There shall be paid into the water development
earmarked account:

{a} al) revenues of the works and other money as

-7
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provided in 85-1-332;

(b} 30% of the interest income of the resource
indemnity trust account as provided in and subject to the
conditions of (5-38-202;

{c) the excess of the coal severance tax proceeds
allocated by [secticn 4]} to the water development sinking
account above debt service requirements as provided in and
subject to the conditions of [section 20J.

(3) Appropriations way be made from the water
davelopment earmarked 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 ma@intenance of
state-owned projects and workss If the amount of money
available for appropriation under this subsaction (3)({2) is
greater than that necessary for operation and maintenance
expensess the excess may be appropriated as provided in
subsection (3)({b).

{b) An amount less than or equal te that paid intc the
account from the resource indemnity trust account plus any
excass from subsection (3)(a) and only that amount may be
appropriated from the account for:

{i} the rehabilitation of state-owned projects and

workss including the rehabilitation of spillways af

-5
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state—owned dams;

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

(fii) 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
tribtutary storagej

{vi}) the promotion of joint state~tribaly
state-federaly and state-tribcl-federal water development;

{(vii) administrative expensess including but not
limited tc the salaries and expenses of personnely
equipments office spacey, and other necessities incurred in
the administration of the water development program except
the administration of Jloans and grants; and

{viii) any other expenditures that meet the policies
and cbjectives of the state water development programa

{c) An amount less than or equal to that paid intc the
account from the water development sinking account and only
that amount may be appropriated from the account for loans
and grants for water development projects and activities and
for a2dministrative expensesy including but not limited to

the salaries and expenses of personnely equipmenty office
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spaces and other necessities incurred In administering the
1oans and grants.

NEW. SECTIONs Section &« 6Grants and loans to state and
1ocal governmentse (1} The department may recommend to the
legislature that grants and loans be made from coal
severance tax proceeds deposited in the water development
earmarked account and lcans be made from watar development
bond proceeds deposited in the water development clearance
account to a departments agencys boards commissione or other
division of state government or to @ Citys countys oOr cther
political subdivision or 10cal government body of the state.
The legislature may approve by appropriatioen or other
appropriate means those grants and leans it finds consistent
with the policies and purposes of the programa

(2) The arants and loans provided for by this section
may be made for +the purchasey 1leasey developmenty or
construction of water development projects and activities
for the conservations managements uses developments or
protection of the water and related agriculturalye lands
fishy wildlifey and water recreation resources in the state;
for the purpose of feasibility and design studies for such
projectss; for development of plans for and the
rehabilitations expansicns and modification of nater
development projects; for other water development projects

and activities that will enhapce the water resources of the

S RH09
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state; and for similar purposes approved by the Yegislaturea

NEH SELYIONs Section 7. Grants and 1loans to private
personss {1) To enccurage the construction and develobment
of water development projects and activitiesy the department
may make grants and Jloans to private persons from funds
appropriated from the water development earmarked account
and may make 1loans to private persons from the water
development clearance account.

{2} The department shall pubhlicize the statutes and
rules governing grants and Joans to private persons for
water development projects and activitiesy set and publicize
application deadlinesy and accept applications for grants
and loans.

{3} The department shall reviews e¢valuatey and select
water development projects and activities for which grants
er loans way be awarded.

NEW_SECTIONs Section Be Division of funds between
water development projects ana activitiese (1) The
department shall recommends to the extent possibles that
water development projects and water development activities
be funded equally when wmaking recommendations to the
Tegislature on loans and grants for state and 1ocal water
development under [section 6]

(2} The department shall, to the extent possibles in

approving grants and loans to private persons fund water
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development projects and water development activities
equallys

NEW_SECTION. Section 9+ Applications for grants and
loans to private personse (1) A private person may apply for
a grant or loan to finance a water development project or
activity to be constructedy developedy and aperatad in
Mantanae

{2) An application for a loan or grant must be in the
form prescribed by the board and contain ar be accompanied
by eny information pecessary to adeguately describe the
proposed project or activity and necessary for evaluation of
the proposed project or activity under the criteria set out
in [sections 10 and 11]a

NEW SECTIONs Section 10« Eligibility for a 3oan or
grant to a private persone The departwent may not award a
grant or 1locan to a private person unless the department
findss based on the application and the department®s
investigation and evaluation of the proposalsy that:

(1) the proposed water devalopment project or
activitys:

{a) will promotey enhancey or advance the purposes
pocliciess and objectives of the water developaent program;

(b} will be constructedy developeds and operated
within the state of Montana;

(c) will be economically feasibles (A project or

-12-



11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

LC 1325701

activity is economically feasible If the project benefits
exceed the preject costss The department shall consider both
tangible and intangible benefits and costs in calculating
economic feasibilityes)

{d) will be an efficient use of natural resources
including waters energys, lands and air. {An efficient use is
ore that minimiZes wastes)

{e]l will provide multipurpose facilities'to the extent
practicable;

(F) will comply with statutory and regulstory
standards protecting the quality of rescurces such as airy
waters lands fishy wildlifey and recreationsl opportunities;

{g) will provide essociated public thenefits in
addition to any private benefits the oroject or activity may
provide; and

{h) is needed to accomplish the purpose for which the
water development project or activity is proposed;

{(2) the applicant has adegquate financial resources to
constructs operates and maintz2in the water development
project or activitye The department shall consider financial
resources from any source for which the spplicant has
qualifieds including a water development grant or Yocana

(3) the agpplicant helds or can acquire 211 necessary
landss+ other +than public YTandsy and interests therein and

water rights necessary for the constructions operationy and
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maintenance of the proposed water development project or
activitys;

(4) if the application is for a leany the applicant is
credit-worthy and able and willing to enter into & contract
with the department for loan repayment and construction or
development of the proposed water development project eor
activity; and

{5) if the application is for a granty the applicant
is able and Wwilling to enter inte a contract wWith the
department Tfor construction or development of the proposed
water development project or activitye

NEW SECTION. Section 1le Evaluation of grants and
Toans ~ to private personse The department shall consider the
following criteriz and preferences in evaluating
applications and selecting the recipients of grants and
loans for water development projects and activities that are
eligible for funding under [section 10]:

{1) The extent and desirability of the public benefits
that will be provided must be consideredes

{2) A water development project or activity that wil)
be wused as part of a family Ffarm or in starting a new
business shall be given preferences. A family farm is one
devoted primarily to agqriculture under the ownership of a
resident Montana familye

{3) A water development project or activity that will

S BYO7
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utilize or develop water reserved under 85-2-3146 shall be
given‘preference.

{4#) The departments to the extent practicablesy shall
attempt +to achieve geographic balance in the promotion of
water development projects and activities through the
awarding of loans and grants to private personse

{5) The extent to which the water development project
or activity will fully utilize water resources and promote
the <onservation and efficient use of the water resource
shall be evaluated and considered.

{6) Projects or activities that could not be
accomplished without the assistance of a loan or grant shall
be given preferencees

{7) The department shall give due consideration to any
other factor thaty in the department's judqments is
important te the evaluation of the water development project
or activity in 1light of the purposesy policiess and
objectives of the water development programs

NEM_SECTION. Section 12. Department to solicit viewses
The department shall solicit and consider In its avaluation
of proposed projects and activities the views of interested
and affected departwentss boardsy agenciess commissionsy and
other subdivisions of the statey including local political
subdivisionsy of the féderal governmenty and of other

interested and affected personse
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NEW SECTION. Sectlion 13. Rulemaking authoritys The
board shall adopt ruless

{1} ‘prescribing the form and content of applications
for grants and loans;

{2) governing the application of the criteria for
awarding loans and grants to private persons;

(3) providing for the serviclng of 1loans including
arrangements for obtaining security interests and the
establishment of reasonable fees or charges to be made; and

{4) describinag the terms and conditions for making
grants and loansy the security instruments, and the
agreements necessarys

NEMW SELTIDON. Section 14« Limits on 1cansa (1} No loan
for a water development project or activity may be made from
the water develcopment carmarked or clearance account that
exceeds the least of $1004000, 10% of the estimated total
funcs potentially availabie for 1loans In the water
development eermarked and clearance accounts in the Tienniux
in which the loan will be mades or 80% of the fair market
value of the security given therefors In detersining the
fair market velue for the security given for & Toans th2
department shall consider appraisals made by oauslifier
appreisers and other factors it considers importantes

(2} Tre period for repayment of locans may not exceed

30 yearse
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{3) The board shall from time to time establish the
interest rate at which loans may be mode under [sections 1le
2y and 4 through 23]e

NEW _SECTIONe Section 15 Limits on grants from water
development earmarked accounts The maximum grant awarded to
a private person may not exceed 5% of the estimated total
funds potentially availsble in the water development
earmarked account for grants in the biennium Iin which the
grant will be madees

NEW _SECTIONe Section 1lée Security interestse. The
state has e lien upon a project constructed with money from
the water development earmarked nor clearance account for the
amount of the loan and interest due the states This lien may
attach to any project facilitiess equipments easementsy real
propertyy and property of any kind or nature owned by the
debtore including a1l water rights. The department shall
file with the county clerk and recorder of each county in
which a part of the project is located either 2 financing
statement or a real estate mortgage covering the 1lYoany its
amounty termsy and a description of the security. The
county clerk and recorder shall record and index the lien as
other liens are required by law to be recorded and indexeds
The 1lien shaly be valid until pald in full or otherwise
dischargede The Yien s$hall be feoreclosed in sccordance with

applicable state Vaw governing foreclosure of wortgages and
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liensa

NEd_SFCTIIQONs Section 17« Administration of Toans and
grantse The department shall:

{1) adainister +the 1can and grant program established
by [sections Ly 2¢ and 4 through 23];

{2) service lToans made or contract and pay for the
servicing of 1loansy including arrangements for obtaining
security Interests; and

{3) collect reascnable fees or charges for the
servicing of Jloansy including arrangements for obtaining
security interests.

NCH _SECTIONs Section 18« Issuing bondss {1) When
authorized by the legislature and within the lYimits of the
authorization and within the further limitations established
in this sections the board of examiners may issuve and sell
water development bonds of the state in the amount and
manner it considers necessary and proper +to finance the
water development 1loan programe. 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 paysble thereon according to their
termse

{2) Ekach series of water development bonds may be
issued by the board of examinerss upon request of the board

of natural resources and conservationy at public or private

=H37/07
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sales in such denpominations and formsey whether payable to
bearer with attached Iinterest coupons or registered as to
principal or as to both principal and interesty wmith such
provisions for «conversion or exchange and far the issuance
of notes in anticipation of the issuance of (efinitive
bondse bearing interest at such rate or ratess maturing at
such rate or ratesy maturing at such time or times not
exceeding 30 vyears from date of issuey subject to optional
or mandatory redemption at such earlier times and prices and
upon such noticesy with such provisions for payment and
discharge by the deposit of funds or securities in escrow
for that purposes and payable at the office of such banking
institution or institutions within or outside the statey as
the board of examiners shall determine subject to the
limitations contained in this section.

{3) 1In the issuance of each series of water
development bondsy the interest rates and the maturities and
any mandatory redemption provisions therecof shall be
established in such manner that the funds then specifically
pledged and appropriated by 1aw to the water devalopment
sinking account .«will in the judgment of the board of
examiners be received in an amount sufficient in each vyear
ta pay 211 principals redemption premiumsy 2nd interest due
and payable in that year with respect to that and all prior

series of such bondsy except outstanding bonds as to which
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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 asuthorized to be issueds

(4} In all other respectss the board of examiners is
authorized to prescribe the form and terms of the bocnas and
shal) do whatever is lawful and necessary for their issuance
anc paymente Such bonds and any interest coupons appurtenznt
thereto must be signed by the members of the bdoarg of
examinersy and the bonds must be issued under the great seal

of the state pf Montana. The bLonds anc coupons may b=
executed with facsimile signatures and seal in the monner
and subject to the limitations prescriped by law. The state
treasurer shall keep a record of 213} such bonds issued 3anag
solde

{5) There is created a water developmoent clearance
account within the bond proceeds and insurance clearance
fund established in 17-2-102.

{6) A1}l proceeds of bonds issued under this sections
other than refunding bondss must be deposited in the water
development clearance account established in subsection (5}«
except that any principal and accrued interest received in
repayment of a loan made from the proceeds of bonds issuved
under this section must be deposited in the water

development sinking account and must be applied to the
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payments redemption premiumse and interest on the particular
band issue from whose proceeds the loan was made. All
proceeds of refunding bonds must be deposited in the water
development sinking account and applied to the payment and
redemption of outstanding bends issued under this section as
directad by the boards whether at maturity or on any earlier
date on which they may be prepaid according to their terms.

(7) A1l actions taken by the board of examiners under
this section or [section 20] must be authorized by a vote of
a majority of the members of the board of examinerss

NEHW SECTIONe Section 19« 8ond proceads only fer
Toans. Water development bond proceeds may be uses only for
the purpose of making Yoans 3as provided in the water
development programe

MNEW SECTION., Section 20. Sinking fund account -—
pledge and administration of sufficient balances (1)} The
legisliature may levyy imposey assessy and pledge and
appropriate to +the water development sinking account any
taxy charges feey rental, or other income from any
designated scurces The state reserves the right to modify
from time te time the nature and amount of special taxes and
other revenues pledged and appropriated to the water
development sinking accounty provided +that the aggregate
resources so pledged and appropriated are determined by the

legislature to be sufficient for the prompt and full payment
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of the principal of and Interest and redempticon premiums
when due on all bonds payable from that account and provided
that the pledge of the full faith and credit and taxing
powers of the state for the security of all such bonds shall
te and remain Irrevocable until they are fully paids

{(2) Mopey in the water development sinking account
must be wused first to pay interests principal, and
redemption premiums when due and payable with respect to
water development bonds; second to accumulate a reserve for
the further security of swoch paymentsy to the amount
raquired each month to meet those payments due within 12
manths +thereafter; and third to restora the raserve to this
amount after each paymente.

{3) After the reserve provided for in subsection {2}
has been accumulated in the water development sinking
accounts woney at any time vreceived in the water development
sinking account in excess of that amount must be transferred
by the treasurer to the water development earmarked accounta
If the balance on hand at any time in the water development
sinking account is not sufficient to accumulate required
reserves under subsection {2} and is not restored to the
required amount within 3 wmonths therecafter from funds
specifically pledged and appropriated to the Water
development sinking accounts the treasurer shall transfer an

amount sufficient to restore the required batance from the
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general fund to the water development sinking accounta.

BEW_SECTIDNe Section 2le MWater development refunding
bondss (1) The board of examiners may issue refunding bonds
at such times and in such amountsy Iif anys 2as may be
necessary to pay principal or interest due that cannot be
paid from funds then ¢n hand in the water development
sinking accounts The board of examiners may alsoc issue
refunding bonds to refund outstanding bonds before maturity
faor the purpose of extending the maturities thereof so far
as determined by the board of examiners to be necessary to
assure that the Funds then pledged to the water development
sinking account will be sufficient for payment of principal
and interest due in subsequent yearse The board of examiners
may also issue refunding bonds toc refund cutstanding bonds
before maturity for the purpose of reducing the interest
cost -or the total amount of principal and interest payable
thereone

{2) No refunding bonds may be issued and s¢ld more
than 3 months before all bonds refunded thereby mature or
are called for redemption untess the proceeds thereofy with
any -other funds~"th the wdter development sinking account
that are needed and available for the purpose or securities
purchased from such proceeds and other fundsy are deposited
with a suitable banking institution within or outside the

states in escrowe for the retirement of the refunded bonds
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at maturity or at a prior date cr dates on which they have
peen <called for redemption in accordance with their termsy
in an amount and in a manner sufficient under the provisions
securing the refunded bondsy 50 that the state®s obligation
to pay the sames from sources other than the escrow funds is
discharged.

(3) No new debt may be <created by the issuance of
refunding bonds in accordance with this sectione but such
refunding bonds shall evidence the debt previously created
and shall be 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 therebye

NEW _SECTIONs Section 22 Report to the legislature.
Tha department shall prepare a biennial report to the
legislature describing the status of the water developrent
programe. The report must describe ongeing projects and
activities and those which have been completed during the
bienniume The report must also describe propesed projects
and actlvities for the coming biennium and recommendations
for necessary appropriationss A copy of the report shall be
submitted to the president of the senate and the speaker of
the house and to such other meambers as may request a CcoOpy¥»

NMEW_SECTIONe. Section 23« Penaltye No membery officers

attorneys or other employee of the bosrd of natural
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resources and conservation or the department of natural
resources and conservation mays directly or indirectlys be
the beneficiary of or receive any feey commission, gifte or
other  consideration for or in conrection with any
transaction or business under [sections 1y 2+ 3nd 4 through
23] other than the salaryy fees or other compensation as he
may receive as a membery officers 3ttorneyy or employee. A
person convicted of violating any pro;ision of this section
shall be punished by a fine not to exceed $2,000 or be
imprisoned for not to exceed 2 yearss or bothe

MEW SECYIONs Section 24. State of Montanza coal
severance tax bonds. [Sections 24 throuagh 42] provide for
the issuance of state of Montana cozl severance tax bonds
{21sc referred to as coal severance tax bonds in [sections
24 through 42}y to finance «&ater resource devalopment
projects and activitiese other capital improvementss and
econowic development in the state designed to providey
during and after extensive coal minings a healthy economys
the alleviation of social and economic impacts c¢reated by
ccal developments and a clean and healthful environment for
presznt and future generations.

NEM_SECYIONs Section 25. Purpose and intents (1) The
purpose of the coal severance tax trust fund bond provisions
of [sections 24 throuch %2] is to establish the authority to

issue and selt <¢o2l severance tax bonds for financing
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specific water rescurce development projects and activitiess
other capital improvementss and economic development in the
state authorized by the 1legislature and to quarantee
redemption of such bonds by revenue derived from the
receipts from the coal severance tax imposed by Title 15y
chapter 3%y part le and such other money as the legislature
may from time to time determines

{2) The 1legislature intends that projects to he
financed by coal severance tax bonds inciude but are not
Jimited to water resource development projects and
activities as part of the water development program
established in [sections 1s 2y and 4 through 23]« The
legislature further intends that +the income frogm 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 earmarked account established in
[saction 5]

MNER SECTIONs Section 26. Coal severance tax trust
subfundse {1} The +trust established under Article TIXs
section 5y of the Yontanz constitution shaz1l be composed of
the following subfunds:

{2} @& coal severance tax bond subfund into which the
constitutionally dedicated receipts from the coal severance

tax shall be deposited;
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{b) a coal severance tax permanent subfund; and

{c}) a coal severance tax income subfunde

{2) ©On each UOecember 31 and June 30 the state
treasurer shall transfer to the coal severance tax permsnent
subfund a1l meney in the coal severance tax bond subfund
except the amount necessary tc meet a1l principal and
interest payments on bonds payable from the ccoal saeverance
tax bond subfund on the next ensuing samiannuzal payment
dates

NEW SECTIQONs Section 2T« Investment of funds. Honey
in the coal severance tax bond subfundes th2 <coal severance
tax permanent subfunds and the coal severance tax income
subfund must be invested in accordance Wwith the investment
standards fof coal severance tax funds. Income and earnings
from altl subfunds must be transferred to and retained in the
coal severance tax income subfund until appropriated by the
legislaturce

NEN_SECTIIDNe Section 28. Pledge of coal severance tax
bongd subfunde The money in the coal severance tax bond

subfund is pledged to the payment of the principal and

~ interestt - on  ald state of' Montana coal severance tax tondse.

A1l bonds issued after [the effective date of sections 24
through 42] wherein the money in the coal severance tax bond
subfund 1is pledged for their retirement shall be called

nstate of Montana co0al severance tax bonds%.
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NEW_SECTION. Section 29 Authority to issue coal
severance tax bonds. The board of examiners shall issue and
sell coal severance tax bonds to finance water resource
devel opment projects and activitiess other capital
improvementsy or ¢conomic development when autherized ts do
s6 by any law that sets out the amount and purpese of the
issuoe

#E SECYIOHe Secticn 30« Jdoard of exadiners to issue
bondss. The board of examiners may issue and sell coal
severance tax bondsy and no other agency of ths state is so
authcrizede Any action taken by the board of examiners under
[sections 24 through 42} must be approved by a majority vote
of its memberses

NEN_SECIIOgNe Section 31le Special fund revenuess {1)
If @ law authorizing a coal severance tax bond issue
centemplates the pledge and receipt of revenuesy assetss or
money other than or in addition to the money in the coal
severance tax bond subfunde then the money derived from such
pledged revenuesy assetss» and money must be paid into a
special bond account for the benefit of such bondss which
must be part of the sinking fund of the state treasury fund
structure.

{2) Money wmust be withdrawn from the coal severance
tax bond account and paid to the special bond fund as

necessary to provide for payment of principal and interest
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on the <coal severance tax bonds secured by 2 pledge of the
special account.

NEM_SELIIONs Section 324 Continued tax deposit limit
on additional bondse (1) The Tegislature shall provide for
the continued assessmenty levys ccllectiony, and deposit into
the coal severdnce tax bond subfund of the c¢o0al severance
tax whichey together with such other revenuesy assetsy and
money as may he deposited to one or more sSpecial  bond
accounts pledged for the benefit of coal severance tax
bondse will be sufficient to produce an amount that is at
least the amount necessary to pays when duey the annuail debt
service charges on all outstanding coal severance tax Londse

{2) The poard of examiners may issue no coal severance
tax bonds unless the aggregate smount of coual severance tax
bonds outstandings including the proposed issue and any
other <coal severance tax bonds authorized but not yet
issyeds can be serviced with no more than two—thirds of the
annual deposits into the coal sevarance tax bond subfunds as
determined by the 3average of the deposits during the
precading 3 fiscal yearss together with the average of the
aqgregate amount of revenuesy assotsy or money deposited in
ona or more special bond accounts used to pay debt service
on outstanding coal severance tax bonds during the preceding
3 fiscal yearss

(3} The provisions of this section may not be modified
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so as to reduce the security for any coal severance tax
bonds while such bonds are cutstanding.

NEW SECTI0ONe Section 33. Form - principal and
interest =-- fiscal agent -- deposit of proceedses {1} Each
series of coal severance tax bonds must be issued by the
board of examiners at public or private sales in suck
denoaminaticns and forme whethar payable to bearer or
registered as +to principal or both principal and interest,
with such provisions for the conversion or exchangey bearing
interaest at such rate or rates, maturing at such times not
exceeding 40 years from date of issues subject tc redemption
at such earlier times and prices and upon such notices and
payable at the office of such fiscal agency of the state as
the board of examiners shall determine subject to the
limitations contained in [sections 24 thrcuch 42].

{2) 1In all other respects the board cof exeminers |Is
authorized to prescribe the form and terms of the bonds and
shall do whatever is lawful and necessary for their issuance
and paymente

(3) Coal severance tax bonds and any interest coupons
appurtenant thereto shall be signed by the members of the
board of exawminersy and the bonds sh2ll be issued under the
great seal of the state of Montanaes The bonds and coupons
may be executed with facsimile signatures and seal in the

manner and subject to the limitations prescribed by lawe The
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state treasurer shall keep a record of all such bonds issued
and soldas

{4) The board of examiners is suthorized to employ a
fiscal agent to assist in the performance of its duties
hereundere

(5) A1l proceeds of a state of Montana coal severance
tax bonds issde shall be deposited in a bond preceeds and
insurance clearance fund account established for that bond
issuey except that any premiums and accrued interest
received shall be deposited In &5 sinking fund account
established for that bond issues

NEW SELTIONe Section 34e Trust indentures In the
discretion of the board of examinerss & series of coal
severance tax bonds may be securad hy a trust Indenture by
and between the board of examiners and a trusteey which may
be any trust company or bank having the powers of a trust
company within or ocutside of the state« Each trust indenture
or an executed counterpart thereof shall be fited in the
office of the secretary of state of Montan3a. The filing of a
trust .indenture or an executed counterpart therecf in the
officesof: the:xcounty clerk of the county in which the
property covered by the trust indenture 1Is 1loceted is
constructive notice of its contents to 211 nersons from the
time of the filinges and the recording of the trust indenture

of its contents is not necessaryes
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NEW SECTIONs Section 35« Provisions for nrotecting
bondholderse Either the legislative act providing for the
issuance of coal severance tax bonds or the trust iadenture
may contain provisions for protecting and enforcing the
rights and remedies of the bondholders as are reasonables
propery and not in viclation of taws including covenants
setting forth the duties of the states the board of
examinersy and the departmentss boardss or agencies of state
government in relation te the acquisitions constructiony
improvementy maintenance, cperations repairy and insurance
of the projects financed with the proceeds of cocal saverange
tax bonds and the custodys safequardings and application of
a1l moneye The indenture may Sset forth the rights and
remedies of +the bondholders as is customary in trust
indenturess deeds of trustss and mortgages sacuring bonds or
depentures of corporations. No enumeration of particular
powers granted by this section impairs any general crant of
power contained in [sections 24 through 42].

NEW _SECTION, Section 36. Personal liability -~ suit
to compel performances (1) The members of the board of
examiners and officers and employees of the departments,
boardsy or agencies of state government are not personally
liable or accountable by reason of the issuance of or on any
coal severance tax bond issued by the board of examinerse.

{2) Any holder of ccal severance tax bonds or any
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person or officer being a party in interesty subject to any
applicable coal severance tax agreements or indenturess amay
sue to enforee and compel the performance of the coal
severance tax bond provisions as set out in [sections 24
through 42}«

NEHW SECTIONs Section 3T« HNegotiability of boundse Coal
severance tax bonds tssued are negotiable instruments under
the Uniform Commarcial Codes subject only to the provisions
for registration of bondsas

HEW_SECTIONe Section 38B. Signatures of board memberse
In the case any member of the hoard of examiners whose
signature appears on coal severance tax bonds or coupons
ceases to be a member before the delivery of the bondss his
signature is nevertheless valid and sufficient for all
purposess the same as if the member has remained in office
until deliveryas

NEM_SECIIUNs Section 39, Refunding obligationss (1)
The state board of examiners may provide for the issuance of
refunding obligations for refunding any obligations then
outstanding that have been issued under [sections 24 throuoh
42]y including the payment of any redeaption premium and any
interest accrued or to accrue to the date of redemption of
the obligstionse The issuance of refunding ebligationss the
maturities and other detailsy the rights of the holdersy and

the rightss dutiesy and obligations of the state are
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governad by the appropriate provisions of [sections 24
through 4271 that relate to the issuance of abligationse

{2) Refunding obligations issued as provided in
subsection (1} may be sold or exchanged for outstanding
obligations issued under ([sections 24 +through 42]. The
proceeds may be applied to the purchases redeidptions or
payment of outstanding obligationse. Pending the application
of the proceeds of refunding obligationses with other
available fundss to the payment of principals accrued
interesty, and any redempticn premium an the obligations
being refunded ands if permitted in the resclution
authorizing the jissuance of the refunding obligations or in
the trust agreement securing themy to the payment of
interest on refunding obligations and expensas in connection
with refundings the proceeds may be invested as provided in
Titlz 1T chapter 6o

MEW_SECTION. Section 40. Pledge of the state. In
accordance with the constitutions of ths United States and
the state of Mantanzs the state nledges that it will not in
sny wWay impzir the oblications of any agreement betwzen the
stota and the acldere of notes  ane  bonds  issued  ay  the
stat2e

Sid_SieTIdnse Section 4%le Tax exemption of bonds —-
Tegal investmentse (1] A1l coal severance tax bondss their

transfere and their incomes incltuding any profits made on
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their saley are exempt from taxation by the state or any
political subdivisions or other instrumentality of the
states excepting inheritancey estatey and gift taxese

{2) <Coal severance tax bonds are 1egal investments for
any person or board charged with investment of public funds
and are acceptable as security for any deposit of public
noneyas

NEW_SECTIONe Section 42« Limitation on amount of coal
severance tax bonds issued. No more than $500 million worth
of <03l severance tax bonds may be issued for water
development projects and activitiess other capital
improvementsy and economic developmente

Section 43« Section 15-35-108y MCAs is arended to
reads:

"15-~-35-108« Disposal of severance taxes. Severance
taxes collected under the provisions of this chapter are
allocated as follows:

(1) To the trust fund created by Article 1IXy section
5¢ of the Montana constitutions 25% of total collections a
yeare After December 31y 1979y 50% of coal severance tax
collectikons are allocated to this trust fund. The trust fund
moneys shall be deposited Iin the fund established under
17-6-203(5) and invested by the board of investwents as
provided by lawe

{2) Coal severance tax collections remaining after

—35_
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allecation to¢ the +trust fund wunder subsaction (1) ere
allocated in the following percentages of the remzining
batance:

{a) to the county in which ccal is minedy 2% of the
severance tax paid on the co0al mined in that ccunty until
Janusry 1s 1980+ for such purposcs as the governinag bedy of
the county may determine;

{b) 2 172% until December 31y 1979y and thereafter 52
to the earmarked revenue fund to the credit of the
alterpstive energy research development and demonstration
account;

(¢) 26 172% until July 1y 1979y and thereafter 37 1/2%
to the earmarked revenue fund to the credit of the 1local
impact and education trust fund accounti

(d) for each of the 2 fiscal years following June 30
1977+ 13% to the earmarked revenue fund tc the credit of the
coal area highway isprovement 2account;

{e) 10T to the earmarked revenue fund for state
equalization aid to public schools of the state;

(f}) 1% to the earmarked revenue fund to the credit of
the county land planning account;

{9) 2-27P% 1_ls4% to the sinkinag fund t¢ the credit of
the renewable resource development bond account;

{h) 9% to the earmarked revenue fund to the credit of

a trust fund for the purpose of parks acquisition or

-35~



nN

+ W

10

11

12

132

14

19

16

17

21

22

23

24

25

LC 1325701

managements protection of works of art in the state capitols
and other cultural and aesthetic projectss Income from this
trust fund shall be appropriated as follows?

(i) 173 for protection of works of art in the state
capitol and other cultural and aesthetic projects; and

{ii) 2/3 for the acquisition of sites and areas
described in 23-1-102 and the operation and maintenance of
sites so acguired;

{i) 1% to the earmarked revenue fund te the credit of
the state library commission for the purposes of providing
basic 1Vibrary services for the residents cf all counties
through library federations and for payment of the costs of
participating in vegional and national npnetworking;

{4y 3 3f4% ka__the sipking fund fo the credit. of the
warer_deyvelopment sinking scgounts

+3¥{k) a1 other revenues from saverance taxes
ccllected under the provisions of this chapter to the credit
of the general fund of the state.®

Section 44e Section 15-38-202y M{Ay is amendad te

"15-33-202« Investment of resource idndemnity +trust
2ecount -— expenditure -- minimum balances (1) A11 moneys
paid into tha resource Indemnity trust account shall tLe
invested at the discretion of the board of investmentss A1l

the net earnings accruing to tha vresource indemnity +trust
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account shall annually be added thereto until it has reached
the sum of 310 millione Thereaftery only the net earnings
may be appropriated and expendad until the account reaches
$100 millions Thereaftery all net earnings and all receipts
shall be appropriated by the Jlegislature and expended,
provided that the balance in the account may never oe less
than $100 wmillione

L2). EBegioning.in fiscal year 1982s provided the amouot
in the rescurce trusit accoupt is greater thao _$10 millions
30x of the_ ingierest jocome of Lhe resource indemniiy frust
accoupt musi be allocated to _water development earmarked
accoupt.created by [section 51"

Section 45« Section B5-1-301, MCAy is amended to read:

"35-1-301« Nater conservation revenue tondse (1) The
beard is hereby authorized to provides by resolutions at one
time or from time to timey for the issuance of water
conservation revenue bonds of the state for the purpose of
paying the costs 35 hereinabove definedes of any one or more
such public workss the principal and interest of which bonds
shall be payable solely from the special fund herein
provided for such psyments Such bonds shall mature at such
time or timess not more than 45 years from their date or
datesy as may be fixed by such resolution but may be made
redeernable before maturity at the ontion of the statey to ba

exercised by the boardy 2t such drice or prices and under

SEHOY
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such terms and conditions as may be fixed by the board prior
to the issuance of the bondse The board shall determine the
rate of interest such bonds shall beary-net—exceeding—oH-per
annum; the time or times of payment of such interestj the
form of the bonds and the interest coupons to be 2ttached
thereto; and the manner of executing the bonds and coupons
and shall fix the denomination or denominations of the bonds
and the place or places of payment of principat and interest
thereofs which may be at any bank er trust company within or
without the state.

(2} Provisions méy be made for the registration of any
of the bonds In the name of the owner as to principal alone
or as to both principal and interest. The bonds authorized
under the provisiens of this section and 85-1-303 wmay be
issued and sold from time to time and in such amounts as may
be determined by the boardy and the board may sell the bonds
in such manner and for such price as it may determine to he
for the best interests of the statey—but-no-sueh-sate—-shad
be——made-for-tesa-than—e-pries—whichy-computed-with-relation
te-therﬂbﬁo*ute-metur+ty—of—the——bonds—-iﬁ——aeeorﬂenee—-n%th
standond-beblesiefrbond-valuesy—nili-ahow—s-net-return-cf-6k
per——ennus-—te-—the-purechaser-upen—the-anount—paid-therefor,
The proceeds of such bonds shall be used sclely for the
payment of the cost of the works and shall be checked out in

such manner and under such restrictlionsy if anyes as the
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board may provide.

(3) Each resolution providing for the issuance of
bonds shall set forth the project or projects For which the
bonds are to be issueds and the bonds authorized by each
such resolution shall constitute a separate sesries. The
bonds of each series shall be identified by 2 serias l2tter
or letters and may be sold and delivered at one t}me or frow
time to time.®

Section 46« Section 85-1-332, MCAy is amended to read:

ng5-1-332, Disposition of wmoneys collecteds ¢} FoOr
the purpose of carrying out the provisions of this chapter
and such other water resource suthoritys powers: and duties
as are conferred upon the department by lawe the following
moneys shall be deposited in the earmerked-revenue—fund—for
the--use——of--the--department pater _development earmarked
apcount . created by [section 5]°

ta¥(l} all sums of money donated or contributed by the
federal government cor any department or agencies thereof;

+#+42) all qifts, donationse Lequestsy and devises
made to the state therefof and proceeds of the sale thereofs
and the proceeds of the salte or redemption of and the
interest earned by the securities purchased or acquired with
money recesived under this subsectioni

+e¥{3)} a1l reimbursements for money advanced for the

payment of the assessments upon states schocl-granted, and
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other public 1lands for the improvement therecf as provided
by 1aw;

$+43(%) 11 reimbursements for money advanced for the
investigation and survey of reclamations electrifications
and rehabilitation systems of projects proposed to be
financed In whole or in part by the reclamation of lands and
dikinge drainages and diking and drainage dams for
conservation of water to be used in reclamation of land or
stock reservoirs or for the coastructiony maintenancesy and
aperation of plants or projects for the manufacture or
distribution of electric current;

fe3(%) all reimbursements for costs of surveys and
investigations for moneys advanced to countiess citiesy or
towns or their proportion of the cost thereof or from any
other sourceswji

t2y—-Fhe-fottowing-sheti——be-—-deposited——in——the-—state
qeneral—fundse

42y (6} except_as_otherwise provijded by lawse 311 income
or profit and revenue of the works and all meney teceived
from the sale or disposal of watery use of waters water
storages or other service and from the operations lease,
saley or other disposition of the worksy propartye and
facilities acquired under this chapter; and

tb¥LZ) except. _as _otperwise provided by laws 211 sumwms

received by the department for the use of electricity 1in
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excess of +the maintenance and operation of the
electrification system or project.™

Section 47+ Section 90-2-101ly MCAy is 2mended to read:

#90-2~-101s Policy and purposes (1) In the development
of the natural resources of the statey it is essential to
distinguish between those which are and those whick are not
renawatle; tc make proper charges through taxation and
ctherwise for the depreciation of nonrenewable resourcess
and to invest a proper proportion of the tax and cther
revenues from nonrenewable resources in the replacement
thereof with developments of renewable natural resources
that will preserve for the -citizens +the benefit of the
state®s natural heritage and to ensure that the quality of
existing public ra2sources such as landy airsy weatery fishs
wildiifey and recreational opportunities are not
significantly diminished by developments supported by this
parte

{?2) In order to finance such develgpmentsy it is
necessary to borrow in anticipation of the receipt of the
revenues so that replacement will not lag behind
consumptions The purpose of this part is to provide a
procedure for borrowing in the most economical way fer this
purposes to authorize the creation of debt to finance the
first stage of the programe and to describe the types of

projectsy loansy and granis to be included in the programe™

LB/ 07
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1 Section 48« Section 30-2-111y MCAs is amended to read:
2 %50-2~111. Grants to divisions of state governments
3 (1) The department of natural resources and consarvation may
4 recommend to the governor that grants from the renewable
5 resource development account provided for by this part be
[ made to any departmenty agencys boarde commissions or other
T division of state government.

3 {2) The department shall solicit and consider in its
9 evaluation of proposed projects the views of interested and
10 affected departmentss boards. agenciesy and other
11 subdivisions of state and federal gevernment and o©f other
12 interested and affeéted pPersonsa
13 {3} The governor shall submit those gramt proposals
14 having his approval to the legislature by the 20th day of
15 any legislative session. Those grant proposals approved by
18 the legislature shall be administered by the department.

17 {4) The grants provided for by this secticn may be
18 made for the purchasey leasey or construction of projects
19 for the conservations management, utilizationy development,
20 .or . preservation of the 1lande wotery fishey wildlife,

dena  recreaatihanal+ andwedkher renewable resources in the state;

22 for the purpose of feasibility and design studies for such
23 projects; for development of plans for the rehabilitations
24 expansions or modification of existing projects; and for
25 such other and further similar purpcses 25 the 1legislature

-43-
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may approves

(5} The department may adopt rules as raquired to
govern the terms and conditiens for making grants pursuant
to this section."

section 49s Section 90-2-124y MCAes i3 amended to réad:

*®#30-2-124« Appropriatien of coal severance taxe The
state pledges and appropriates and directs to be credited to
the sinking fund accounts 3s receivedy 2-372% 1 _1/4% of all
money from time to time recelved from the collection of the
sevarance tax and remaining after allocation of such tax to
the trust fund established under section 5S¢ Article IXy cf
the Montana constitution and such additional amount +therecfys
if anys as may be required from time to time to provide
sufficient funds for the purposes stated in 90-2-123(2)s
provided that no more than 2-3r2% 1 _1/4% of such tax
collections shall be deemed to be pledged for the purpose of
90-2-121(3) "

Section 50s Codification instructions Sections 1y 2¢
and & through 23 are intended to be codified as an integral
part of Title 85y chapter 1y and the provisions of Title 85,
chapter ly apply to sections 1y 2» and 4 through 23.

Section 5le Severabilitys If a part of this act is
invalidy all valid parts that are severable from the invalid
part remain in effecte If 2 part of this act is invalid in

one or more of its applicationss the part remains in effect

—ff-
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in all valid applications that are severable from the
invalid applicationss

Section 52+ Repealers Sections 85-1-333 and B5-1-334,
MCAy are repeaieds

Section 53. FEffective dates This acts except for
sections 4s 43s and 49y is effective July 1y 1981. Sections
4y 43y and 49 ave effective July 1y 1983. .

=End-
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STATE OF MONTANA

REQUEST No. _338-81
FISCAL NOTE

Forin BD-15

In compliance with a written request received _Eebruary 9, , 1981 , there is hereby submitted a Fiscal Note

for . Senate Bill 409 _ _ pursuant to Title 5, Chapter 4, Part 2 of the Montana Code Annotated (MCA).
Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members
of the Legislature upon request

DESCRIPTION OF PROPOSED LEGISLATION

The proposed legislation creates a water-development program which is funded in one of
three ways: (1) Revenues from state—water projects and 30 percent of the interest income
from the Resource Indemnity Trust Account which previously went into the general fund
will be earmarked for the water-development earmarked account. This account will fund
biennial water-development projects and activities and administration of the program:

(2) The legislation reallocates the coal severance tax dedicated to the Renewable
Resources Development fund (RRD) equally between RRD and the water-development earmarked
account. This .625 percent of the gross proceeds of the coal severance tax will finance
water—-development grants and loans to private persons, local governments, political
subdivisions of the state, and state agencies, and it will also finance up to $5 million
worth of water-development bonds. Water-development bond proceeds will be used for
water-development loans. These general obligation bonds will be backed by loan repayments,
and .625 percent of the coal severance tax. (3) Proceeds of the coal severance tax which
flow into the constitutional coal severance tax trust fund will be used to back State of
Montana Severance Tax Bonds. Up to two-thirds of coal severance tax revenues can be used
to back severance tax bonds; the remaining one-third will continue to flow into the trust.
Severance tax bonds will be used to finance water-development projects, other capital
improvements and economic development.

ASSUMPTTONS

1. Estimates of the interest income from the Resource Indemnity Trust Account made by
the Covernor's Budget Office were used.

2. Estimates of income from state water projects were made by the Water Resources
Division, Department of Natural Resources and Conservation.

REVENUE IMPACT

SB 409 will establish an earmarked water-development account to be funded by revenues

from state water projects and 30 percent of the interest income from the Resource Indemnity
Trust Account. Currently, revenues from state water projects are deposited to the general
fund, and interest from the Resource Indemnity Trust Account is available for discretionary

appropriation to natural-resource projects.
TN
o Wl@pg...w

BUDGET DIRECTOR

Oftfica of Budget and Program Planning
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SB 409
Page 2
Total
FY 1982 FY 1983 Biennium

General Fund - State Water Projects Revenues 305,700 $314,871 $ 620,571
30% of the interest Income from the

Resource Indemnity Trust Account 602,962 788,378 1,391,340
Appropriation of the interest income from

the Resource Indemnity Trust Account 40,732

Total Revenue Deposited to the Earmarked '
Water Development Account $908,662 $1,103,249  $2,052,643

.625% of the Coal Severance Tax $666,032 $808,606 $§1,474,638
The proposal does not generate additional revenue; it reallocates existing tax revenue.

Expenditure Impact

Personal Services $201,663  5228,527 $ 430,190
Operating Expenses 375,400 387,755 765,155
Capital Outlay 125,000 175,000 300,000

Total Expenditures §702,063 §793,282 51,495,345
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STATEMENT GF INTENT
SENATE BILL 409

Senate Agricultures Livestock and Irrigation Committee

A statement of intent is required feor this bill because
it deleqgates rulemaking authority to the Board of Natural
Aesources and Conservation i1n section l3.

The intent s to provide the Board with the authority
to adopt those rules necessary to administer the lgan and
grant portion of the water development programe The
authority is limited by section 13 to prescribing the form
and content of applications for grants and loanss to
adopting rules governing the application of the criteria for
awsrding loans and grants to private persanss to adopting
rules providing for the servicing of loans including
arrangements for obtaining security interests and the
astablishment of reasonable fees or charges tu be mades and
to prescribing the terms and conditions for making grants
and leansy the security instrumentsy and the agreements
NECesSsSarye

First adopted by the Senate Agriculiures Livestock and

Irrigation Committee on the 18th day of Februarys 1981,



47th Legislature SB 040D9,02 SA 0409702

Approved by Copmittee
on Agriwulture Livestock
& Irrigation

1 SENATE 8ILL NOe 409 1 and stote entities fFor water resocurce development projects
2 INTRODUCED BY MANNINGs GALT 2 and activities.

3 BY REQUEST OF THE GOYERNOR 3 {2) The purpose of the water development program is to
A 4 further the state's policiess set forth in B5-1-10Ct.
5 A 4TLL FOR AN ACT ENTITLED: “AN ACT TO CREATE A WATER 5 regarding the conservationsy developments and ceneficial use
6 DEVELDPMENT PROGRAM; ESTABLISHING A LDAN AND GRANT PROGRAM s of water resources.

7 FOR WATER OEVELOPMENT PROJECTS AND ACTIVITIFS; ESTABLISHING 7 {3) The legislature recognizes that water is one of
8 AN EARMARKED WATER DEVELOPMENT ACCOUNT; ALLOCATING & PORTION 8 the most valuablie and important renewable resources in
3 OF THE COAL SEVERANCE TAX PROCEEDS; ALLOCATING A PORTION OF 9 Montana; thereforee it is appropriate that a portion of the
10 THi INTEREST [INCOME FROM THE RESDURCE  INOEMNITY  TRUST 10 taxes on the removal of nonrencwable resources be dedicated
11 ACCOUNT; CREATING AUTHORITY FOR WATER DEVELGPMENT 30NOS: 1 to the conservations developments and beneficial use of
12 CREATING AUTHORITY FOR COAL SEVERANCE TAXx TRUST FUND  ONDS; 12 Water resourcese

13 LIFTING THE INTEREST CEILING DN WATER CONSLRVATION REVENUE 13 (4} The development of wates resources is of a high
14 BONDS; AMENDING SECTIONS 15-35-108, 15-38-2024 B85-1-1024 L4 priority because a large portion of Montana®s presant  and
15 85-1-301y B5-1-332y 90-2-101s 90-2-111s ANJ G0-2=1244 MCA; 15 future economy is based either directly or indirectly on the
16 REPEALING SECTIONS BS5-1-333 AND 85-1-33%4s MCA: AND PROVIDING 16 wise use of water.

17 EFFECTIVE DATES " 17 {5) This water development program is an integral part
18 i8 of the implementation and development of the comprehensives
19 BF IT ENACTED 8Y THE LEGISLATURE OF THE STATE JF MONTANA: 19 coordinitedy multiple-use water resaurces plan known 25  the
20 NEW_SECTION. Section le Purpose and policies. (1) The 20 "state water planm.

21 legislature finds and declares that in order that the peopin 21 NEW SECTION. Secrtion 2+ DNbjectives. The department
22 of Montana may enjoy the full economic and recreational 2z shall administer a water development program to accomplish
23 benefits of the stata's water resourcess the state must 23 such objectives as rehabilitation of state-owned water
24 establish this long-term water development proyram providing 24 projects and works; promotion aof privatey local government,
25 financial and cdministrative assistance to privatesr locals 25 and state water devzlopment; development of watar-based

—-2- S8 409
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recreation and the protection of water resources for the
benefit of agricultures flood controle and other uses;
devalopment of offstream and tributary storage; and
development of State-tribal, state-federal, and
state-tribal-federd? water projectss The water development
program is the key implementation portjon of the state water
plan  and shall be administered to accomplish the objectives
of the plan.

Section 3. Section 85~1-102y MCAy is amended to read:

"B%-1-102. Definitionsa Unless the context reaquires
otherwises in this chapter the following definitjons apply:

(1) "Board" means the board of natural resources and
conservation provideud for in 2-15-3302.

{2) "Cost of works™ means the cost of construction;
the cost of all landss propertys rights: casementsy and
franchises acquired which are deemed necessary for the
construction; the cost of all water riyhts acquired or
exercisea by the department in connection with those works;
the cost of alt machinery and equipmentsy financing chargess
interest prior to and during construction ang for a period

not exceeding 3 years after the completion of construction;

cost of engineering and Tegal expensasy pldanss
specificationsy surveyss estimates of costy and other
expenses necessary or incident to determining the

feasibility or practicability of any project; administrative
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expense; and such other expenses os May be necessary or
incident to the financing herein authorizes and the
construction of the works and the placiny of the same in
opsratione

{3} PDepartment™ means the department of Nt ural
resources and conservation provided fFor in Title Zy chapter
15¢ part 33,

{4) “lwner® means all individualss irrigation
districtss drainage districtss fFlood control districtse
incorporated companiese societiesy oOr associations having
any title or interest in any propertiasy riyhiss €3sementss
ar franchises to be acguired.

(5} “"Private _person® means any individusl

associationy partnerships COrporations or othe

-

nongovernmentai_entity not eligible for loans__and_ grants

ungder [section &] put_does not_include_a_qovernmental entity

such as an aqgencys___local_ _governments or _political

subdivision of the states the United Statess Qr__any _dgency

thereofy or any other governmental entity.

€5¥(6) "Project"™ means any one of the works herejn
defined or any combination of such works which are
physically connected or jointly managed and operated as a
single unite

{71 _*Publjc benefits™ means those bhenefits that accrue

from _a water development project or a3ctivity to  persoens

- 53 409



10
1
12
13
14
15
16
17
18
19
20
21
22
23
24

25

SB 0409/02

other _than__the private dgrant or loan recipient and_ that

enhance the common well-being of the people of Hontange

Public benefits _include but are not limited to recreationys

flood_controls erosion_reductions agricultural flood _damage

reductions water _quality _enhancemente_sediment reductions

access to recreation gpportunitiasy and wildlife

conservations

{8) "HWater development clearance_ _gaccount™ geans_ a3

separate_account created by [secticn__ 18] within_ the bpond

PROCEEDS and insurance clearance fund of the state treasury

to_ _finance _loans__under _the provisjons of the water

devalopment program__to _agenciess_local _governmentss _and

political subdivisions of the states private personsy _and

any other oligible recipients from _proceeds of bonds i1ssued

under [sections_l» 2s and_4_ throuah_23 1.

[3} _"Water development activity® means _an__action_ or

program__to promote watev-based recreation_or to protect or

enhance _water_resources _for_the benefit of agricultures

flood_ controls or other usess including put not limited to

such purpouses a5 the promotion of efficient use of water jn

agriculturey the improvement of water guality in_agriculture

and_other nonpoint source_usess the promotion of water—-based

recreations _the control of erosion _of streambanks__and

control _of sadimentation__of rivers _and streamss and

providing greater__local _and_state _control_of Moptana water
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resourcess HWater development _activities may _provide _any

cambination_of marketable and nonmarketable benefitse

{10) "wWater_ development earmarked_ _account® means o

separate _account created by [section 5] within the earmarked

revenue fund of the state treasury for the purposes _of the

water development program_as_set farth in [section S ).

{11} "Water development project™ means _4 _project as

defined in subsection (Hle except that water development

projects are not limited_to _projects owned or operated by

(12) "water_ _development sinking_ _account™ means a

separate_ account created by [section %] within the sinking

fund of the _state _treasury to_ _be_used__as__provided _1n

£63({13) "Works™ means all propertys rightss easementss
and franchises relating thereto and deemed necessary or
convenient for their operation and all water rights acquired
or exarcised by the department in connection with those
works ond includes all means of conserving and distributing
waters includings without timiting the qenerality of the
foregoings reservoirss damses diversion canalss distributing
canals, waste canalss drainage canalss dikess lateral
ditches and pumping unitsy mainss pipelinesy and waterworks
systems and includes all such works far the conservations

develppments storages distributions and utilization of

-b- $3 409
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watere including without limiting the generality of the
foregoings works for the purpose of irrigations Fflood
prevencions drainages fish and wildlifes recreation,
development of power., watering of stocke supplying of water
for publics domestics industrials or other uses and for fire
protection.™

NEW SECTION. Section 4. WNater development s5inking
account created -- coal severance tax allocateds {1) There
is created a water development sinking account within the
sinking fund established in 17-2-102.

t2) The state pledges and alleocates and directs to be
credited to the water develgpment sinking accounts as
receiveds 1 1/4% of all money from time to time received
from the coal severance tax collected wunder Titie 15,
chapter 35, and remaining after allocation of such tax to
the trust fund established under Article IXs section S of
The Constitution of the State of Montana.

NEW _SECLTIONs. Section Se MWater development earmarked
account created -~ revenues allecated -- limitations on
appropriations from account. (1) There ;s Created a water
development earmarked account within the earmerked revenue
fund established in L17-2-1D2.

(2) There shall be paid inte the water development

earmarked account:

(a} all revenues of the works and other money as
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provided in BS-1-332;

{b) 30% of the interest income of the resource
indemnity trust account as provided in and subject to the
conditions of 15-38-202;

{cC) the excess of the coal severance tax proceeds
allocated by [sechtion 4] to the water development sinkinno
account above debt service requirements as provided in  and
subject to the conditions of [section 2D].

{3) Appropriations may be made from the water
development earmarked account for the following purposcs and
subject to the following conditions:

{al An amount less than or equal to that paid into the
account wunder B85-1-332 and only that amount may be
appropriated for the cperatian and ma2 i ntenance of
State-owned projects and workse If the amount of money
available for appropriation under this subsection (3){a) is
Jreater than that necessary for operation and maintenance
expensess the excess may be appropriated as provided in
subsection (3)(b)e

{b) An amount tess then or equal to that paid into the
account from the resource indemnity trust account plus any
excess from subsection (3)(a) and oniy that amcunt may be
appropriated from the account for:

(i) the rehabilitation of state-owned projects and

Aorkss including the rehabilitation of spillways of

- 8- S8 409
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state-owned dams;

{ii) the formulation of downstream emergency worning
and 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 B3-2-316 of conservation
districts;

{v} the promotion of the develgpment of offstream and
tributary storage;

(vi) the promotion of joint state-tribale
state-feceraly and state-tribal-federal water development;

{vii) administrative expensesy including but not
Timited to the salaries and expenses of personnel s
equipments O0OFfice spacer and other necessities incurred in
the administration of the water development program except
the administration of loans and grantsi and

(viii) any other expenditures that meet the policies
and objectives of the state water development programe

(c) An amount less than or equal to that paid i1nto the
account from the watzr development sinking account and oniy
that amount may be appropriated from the account for loans
and ygrants for water development projects and activities and
for administrative expensess including but not limited to

the salaries and expenses of personnely eguipmenty office
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spaces and other necessities incurred in Jadministering the
loans and grantse

NEW SECTIONe Section 6. Grants and }loans to state and
local governments. {1) The department may recommend to the
Tegislature that grants and loans be made from coal
severance tax proceeds deposited in the water development
earmarked dccount and loans be made from water development
bond proceeds deposited in the water development clearance
account to & departments agencys boards commissiony or other
division of state government of to a Citys Ccountys or other
political subdivision or local government body of the state.
The Jegislature may approve by appropriation or other
appraopriate means thosz grants and 1oans it finds consistent
with the policies and purposes of the programe

{2] The grants and loans provided for by this section
may be made for the purchases leases developmenty or
construction of water development projects and activities
for the conservations managements usey developments or
protection of the water and related agriculturals lands
fishy wildlifey and water recreation rasources in the state;
for the purpose of feasibility and design studies for such
projects; for development of plans for and the
rehabilitations expansjionsy and modification of water
development projects; for other water development projects

and activities that will enhance the water resources of the

-10- 58 409
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state; and for similar purposes approved by the legislature.

NEW_SECTION. Section 7« Grants and loans to private
personse (1} To encourage the construction and development
of water development projects and activitiess the department
may make grants and loans to private persons from Ffunds
appropriated from the water development earmarked account
and may mske loans to private persons from the water
development clearance accounte

{2) 1he department shall publicize the statutes and
rules governing arants and loans to private persons for
water development projects and activitiess set and publicize
application deadlinesy and accept applications for yrants
and laoanse

(3) The department shall reviews evaluatey and salect
water devclopment projects and activities for which grants
or loans may be awardede

NEW _SECTIONs Section 8. Division of Ffunds retween
water development projects and activitiosaea (1} Thne
department shall recommends to the extent possibles that
water development projects and water development activitiss
be. funded equally when making recommendations to th>
legislature on 1o3ns  ana grants for state and local water
development under [section 6]

(2) The department shall, to the extent possibles in

approving grants and Joans to private persons fund water
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development projects and water development activitias
equally.

NEW _SECTIGN, Section 9« Applications for grants and
loans to private personss {1) A pri:vate person may apply for
a grant or loan to finance a water develapment project or
activity to be constructedy developeds and operaced in
Montanae

{2) An application for a loan or grant must be in the
form prescribed by the board and contain or pe accomp:nied
by any information necessary to adequately describe the
proposed project or activity and necessary for evaluyotion of
thz proposed project or activity under the criteria set out
in [sections 13 and L1}

NEW_SECTIOMs Section 10« Elagibility for a loan or
grant to a privdte person. The department may not award 3
grant or loan to 2 private person unless the department
finds, based on the application and the department®s
investigation and evaluation of the proposals that:

{l) the proposed water development project or
activity:

(a} will promotes enhancer oFf advance the curposes
policiess and objectives of the water development program;

{b) will be constructeds developeds and operated

within the state of Montanas

(¢) will be economically feasible. (4 project or

-12- 55 409
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activity is economically feasible if the project oenefits
exceed the project c0sts. The department shall consider both
tangible and intangible benefits and <osts in calculating
economic feasibilitye)

{d}) will be an efficient wuse of natural rescurces
including waters energys landes and dire {An efficient use is
oneg that miniaizes waste.)

{e¢}) will provide multipurpose facilities to the extent
practicable;

{(f) will comply with statutory and regulatory
standards protecting the quality of resaurces such as airy
waters lande fishs wildlifes and recreational opportunities:

{g) will provide associated public benefits in
addition to any private benefits the project or activity may
orowvide; and

{h} 1s needed to accomplish the purpose fFor which the
water development project or activity is proposed;

{2} the applicant has adequate financial resources to
constructs operates and maintain the water development
project or activity. The department shall consider financigl
resources from any source for which the applicant has
qualifiady including a water development grant or loan.

{(3) the applicant holds or can acquire all necessary
l1andss other than public landsey and interests therein and

water riqghts necessary for the constructions operations and
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maintenance of the proposed water development project or
actrvity;

() if the application is for a loans the applicant is
credit-worthy and able and willing to enter into a contract
with the department for ioan repayment and construction or
development of the proposed water development project or
activity; and

£9) if the application is for a grantsy the applicant
is able and willing to enter into a contract with the
department for construction or development of the proposed
water developwment project or activity.

NEW_SECTION. Section ll. Evaluation of grants and
loans to private personss The department shall consider the
following criteria and preferencas in evaluating
applications and selecting the recipients of grants and
losns for water development projects and activities that are
eligible for funding under [section 10]:

(L) The extent and desirability of the pubtic benefits
that will be provided must be considered.

(2) A& water development project or activity that will
be used a5 part of 3 family farm or in starting & new
business shall be given preference. & family farm is one
devoted primarily to agriculture under the ownership of a
resident Montana family.

(3) A water development .project aor activity that will

—-14- S8 409
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utklize or develop water reserved under BS-2-314 shall be
given preference.

(4) The departments to the extent practicables shall
attempt to achieve geoqraphic balance in the promotion of
water development projects and activities through the
awarding of leans and grants to private personse

(5} The extent to which the water development project
or activity wil) fully utilize water resources and promote
the conservation and efficient use of the water resource
shall be evaluated and considerede.

(6) Projects or activities that coutd not be
accomplished without the assistance of a loan or grant shalt
be given preference.

{7) The department shall give due consideration to any
other factor thats: in the department's judgment, is
important to the evaluation of the water development project
or activity in light of the purposess policiess and
objectives of the water development programa

MEW SECTICNs Section 12. Oepartment to solicit viewse
The department shall solicit and consider in its evaluat;on
of proposed projects and activities the views of interested
ang affected departmentsys boardss agenciesy commissionss and
other subdivisions of the states including local political
subdivisionssy of the Ffederal governments and af other

interested and affected persons.
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MEW _SECTIOM. Section 13- RAulemaking authority. The
board shall adopt rules:

{l) prescribing the form and content of applicitions
for grants and loans;

{2} yoverning the appltication of the <criteria For
awarding loans and grants to private persons;

{3) providing for the servicing of lgans including
arrangements for obtaining security interests and the
establishment of reasonable fees or charges to be made; and

{%) describing the terms and conditions For making
grants and loanss the security instrumentsy and the
agreements NeCesSsarys

NEW_SECTIONe Section 1l4. Limits on loanse. (1} No loan
for a water development project or activity may be made from
the watar development earmarked or clearance account that
exceeds the least of $100+000+¢ 10% of the estimated total
funds potentially available for loans in the water
development earmarked and cledrance accounts in the ciennium
In which the Tloan will be mades or 80% of the fair market
value of the security given therefor. In determining the
fair market wvalue for the security given for a loane the
department shall consider appraisals made by qualified
appraisers and other factors it considers importante.

{2) The period Ffor repayment of loans may not exceed

30 yearse.
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(3} The beoard shall from time to time establish ¢the
interest rate at which loans may be made under [Sectiasns 1a
2+ and 4 through 23].

MEW_SECTIUNe. Section 15. Limits on grants from water
development earwmarked account. The maximum grant awarded to
a private person may not exceed 5% of the estimated total
funds potentialtly available in the water development
earmarked account fFor grants in the biennium in which the
grant will be made.

NEW_SECVIONs Section l6s. Security

interests. The
state has 3 lien upon a project constructed with money from
the water development earmarked or clearance account for the
amount of the loan and interest due the state. This Ti=»n may
attach to any project facilitiess equipments essementsy real
propertyy and proparty of any kind or nature owned DY the
debtors including all water rights. The department shail
file with the county clerk and recorder of zach county in
which a part of the project is located either a financing
statement or & real estate mortgage covering the loany its
amountsy termss and a description of the s2curitya The
county clterk and recorder shall record and index the lien as
othar liens are required py Taw to be recorded and indexed.
The tien shall be wvalid unti! paid in full or eothorwise
dischargede The lien shall be foreclesed in accordance with

applicable state law governing foreclosure of mortgajes and
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liens.

NEwW_SECTION. Section 17e Administration of loans and
grants. The department shall:

{1} administer the loan and grent program established
by [sections 1ls 2+ and 4 through 23];

{2} service loans wmade or contract and pay for the
servicing of loanss including arrangements for obtiining
security interests; and

{3) collect reasonable fees or charqges for the
servicing of loansy including arrangements for obtaining
security interestse.

NEW_SECTIONe Section 18. Issuing bonds . {1) when
authorized by the legislature and within the limits of the
authorization and within the further limitatjons established
in this sections the board of examiners may 1ssue and sell
water development bonds of the state in th: amount and
manner it considers necessary and proper to finance the
water development $03an programe The full faith and credit
and  taxing powers of the state are pledged for the prompt
and full psyment of atl bonds so issued and interest and
redemption pramiums payable thereon according to their
termsa

(¢) FEach series of water develapment bonds may be
issued by the board of examinerss upon request of the board

of natural resources and conservation: at public or private
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sales in such denominations and Forms, whether payable to
bearer with attached interest coupons or registered os to
principal or as to both principal and intereste with such
provisions for convarsion or exchange and for the issuance
of notes in anticipation of the issuance of definitiwve
bondss bearing interest at such rate ar ratess maturing at
such rate or rates, maturing at such tim: or timss not
exceeding 30 years from date of issuey Subject to optionat
or mandatory redemption at such earlier times and prices and
upon  such notices with such provisions for payment and
discharge by the deposit of funds or securities in ascrow
for that purposes and payable at the office of such banking
institution or institutions within or outside the state, as
the board of examiners shall determine subject to the
limitations contained in this section.

(3) In the issuance of each series of water
development bondss the interest rates and the moturitics and
any mandgatory redemption provisions thereof shall pe
established in such manner that the funds then specifically
pledged and appropriated by law to the water development
sipking account will in the judgment of the board of
examiners be received in an amount sufficient in each year
to pay all principaly redemption premiumss and interest due
and payable in that year with respect to that and al¥ prior

series of such bondss except outstanding bonds as to which
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the obltigation 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 issuede

{4} In all! other respectss the board of sxaminers s
authorized to prescribe the form and terms of the bonds and
shall do whatever is lawfu) and necessary for their issuance
and paymente Such bonds and any interest coupons appurtenant
thereto must be signed by the members of the board of
examinerse and the bonds must be issued under the great seal
of the stote of Montana. The bonds and coupons may be
executed with facsimile signatures and seal in  the wanner
and subject to the limjitations prescribed by tawe. The state
treasurer shall keep a record of ail such bands issued and
salde

(3} There s <c<reated a water development clearance
account within the bond proceeds and insurance clearance
fund established in 17-2-102a

(6) Al proceeds of bonds issued under this sections
other than refunding bondss must be deposited in the water
development clearance account established in subsection (5)s
except that any principsal and accrued interest received in
repayment of & loan made from the proceeds of bonds 1issued
under this section must be deposited in the water

develgpment sinking account and must be applied to the
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payments redemption premiumss and interest on the particuiar
bond issue from whose proceeds the loan was madeas Al)
pruceeds of refunding dbonds must be deposited in the water
development sinking account and applied to the payment and
redemption of putstanding bonds issued under this section as
directed by the boards whether at maturity or on any earlier
date on which they may be prepaid according to their te¢rmse

{7) A1l actions taken by the board of examiners under
this section or [section 20) must be authorized by a vate of
2 majority of the members of the board of examiners.

NEW_SECTION. Section L9. Bond proceeds onfy for
loans. wWater development bond proceeds may de used only For
the purpose of making Joans as provided in the water
development programe

NEW_SECTIONs Section 20. Sinking Fund account --
ptedge and administration of sufficient balances (1} Thas
legisltature may Jlevyes imposes assesss and pledge and
appropriate to the water development sinking account any
taxy char gey fees rentals or other income from any
desiynated sogurce. 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
development sinking accounts provided that the aggregate
rescurces so pledged and appropriated are determined by the

tegislature to be sufficient for the prompt and full payment
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of the principal of and interest and redeaption premiums
when due on all bonds payable from that account and provided
that the pledge of the full faith and credit and taxing
powers of the state for the security of all such bonds shall
be and remain irrevocable until they are fully paida

{2} Money in the water dev2lopment sinking account
Mmust be used First to pay interesty principale and
redemption premiums when due and payabhle with resgect to
water development bondsi second to accumulate a reserve for
the further security of such paymentss to the amount
required each month to meet those payments due within 12
months thereafter; and third to restore the reserve to this
amount after edach payments

{3y After the reserve provided for in subsection {2}
nas heen accumulated in the water development sinking
accounts money at any time received in the water development
sinking account in excess of that amount must be transferred
by the treasurer to the water development earmarked accounts
If the balance on hand at any time in the water development
sinking account s not sufficient to accumulate required
reserves under Subsection {2) and is not rastored to the
required amount within 3 wmonths thereafter from funds
specifically pledged and appropriated to the water
development sinking acqounty the treasurer shaitl transfer uan

amount sufficient to restore the required balance from the

—-22- SR 4039
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general fund to the water development sinking accounte

NEW SECTIUNs Section 2l. MWater development rafunding
bonds. {1) The board of examiners may issue refundin, bonds
at such times and in such amountsy jf INYe 3% may bha
necessary to pay principal or interest due that cannot ne
paid from funds then on hand in the water development
sinking accounte Yhe board of examiners may also issue
refunding bonds to refund ocutstanding bonds before maturity
for the purpose of extending the maturities thereaf so Far
as determined by the board of examiners to hes neCcessiry to
assure that the funds then pledged to the water development
sinking account will be sufficient for payment of principal
and interest due in subsequent yearse The board of examtners
may also issue refunding bonds to refund cutstanding bonds
before maturity for the purpose of reducing the interest
cost or the total! amount of principal and interest payable
thereons

{2) No refunding bonds may be issuved and sold more
than 3 months before all bonds refunded thereby mature or
are called for redemption unless the proceeds thereofs with
any. other funds in the water development sinking account
that are needed and available for the purpose or securities
purchased from such proceeds and other fundss are deposited
with a suitable banking institution within or outside the

states in escrowr fOor the retirement of the refunded bonds
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at  maturity ©or at a prior date or dates on which they have
becn called for redemption in accordance with their tarms,
in an amount and in & manner sufficient under the provisions
securing the refunded bondses so that the state’s obliyition
to pay the sames from sources other than the escrow fundy 15
dischar geda

(3) Mo new debt may be created by the issusnce of
refunding bonds in  accordance with this sections but such
refunding bonds shall evidence the febt previously <created
and shal? De secured by the pledye 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 therebye

NEW_SECTION. Section 22. Report to the Jegislistures
The department shall prepare a biennial report to the
legislature describing the status of the water development
programe The report must describe ongoing projects and
activities and those which have been completed during the
oienniums. The report must also describe proposed projects
and activities for the coming biennium and recommendations
for necessary appropriations. A copy of the raport shall be
submitted to the president of the senate and the speaker of
the bhouse and to such other members as may request a copys

MEW_SECTIONs Section 23. Penalty. No members officerys

attorneys or other employee of the board of--~patuvrat
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resources——and-—conservation or the department ef-naturad
resources—and-canservation mays directiy or indirectlye be
the beneficiary of or receive any feer commissions yitt, or
other consideration for or in connection with any
transaction or business under [sections 1l» 2s and 4 through
€3] other than the salarys fees or other compensation as he
may ceceive as a member, officers attorneys or employec. A
person convicted of wviolating any provision of this section
shall be punished by 2 fine not to exceed 324000 or be
imprisoned for not to exceed 2 yearsy or DOtne

NEW_SELTION. Section 24. State of Montana coal
severanca tax bonds. [Sections 24 through 421 provide for
the issuance of state of Montana coal severance <ax bonds
{also referred to os coal severance tax bonds in [sections
24 through 42]1) to finance water resource develupment
projects and activitiesy other capital improvementss and
economic development in the state designed to [rovides
during and after extensive ccal minings a healthy economys
the alleviation of social and economic impacts created by
coal developmznts and a clean and healthful environment for
present and future generationsa.

NEW _SECTION. Section 25. Purpose and intente. (1) The
purpose of the coal severance tax trust fund bond provisions
of [sections 24 through 42] is to astablish the authority to

issue end sell coal severance tax bonds for financing
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specific water resource development projects and activitiess
other capital 1mprovementss and economic development in  the
state authorized by the Jegislature and to guarantee
redemption of such bonds by revenue derived from the
receipts from the coal severance tax imposed by Title 15y
chapter 35¢ part l» and such 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 but are not
limiteq to water resource development projects and
activities as part of the water development proyram
established in ([sections le &¢ and 4 through 23]« The
legislVature further intends that the income from water
resource development projects and activities in excess of
the amount reguired For debt service and operation and
maintenance of those projects and activities be deposited in
the water development earmarked account established in
[section S]e

NEW SECTION. Section 26. {(oval severance tax trust
subfunds. (1) Thz trust established under Article 1IX,
section S5y of the Montana constitution shall be composed of
the following subfunds:

[a} a coal severance tax bond subfund into which the
constitutionally dedicated receipts from the coal severance

tax shall be deposited;
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{b) A coal severance tax permanent subfund; and

(c} a coal severance tax income subfundg.

{2) On each December 31 and June 30 the state
treasurer shall transfer to the ceal severance tax perm-snent
subfund all money in the coal severance tax bond subfund
except the amount necessary to meet all oprincipal and
interest payments on bonds payable from the coal severance
tax bond subfund on the next ensuing semiannual payment
date.

NEW_SECTION. Section 27. Investment of funds. Money
in the coa! severance tax bond subfunds the coal saverance
tax permanent subfundy and the «coal severance tax | ncome
subfund must be invested in accordance with the investment
standards for coal severance tax funds. Income and earnings
from all subfunds must be transferred to and rztained in the
coal severance tax income subfund unti) dppropriated by the
tegislature.

NEW SECTION. Section 28. Pledge of coal severance tax
bond subfunde The money in the coal severance tax bond
sunfund is pledged to the payment of the principal and
interest on all state of Montana coal severance tax wcondse
All bonds issued after [the effective date of sections 24
through 42| wherein the money in the coal severance tax bond
subfund is pitedged for their retirement shall be called

"state of Montana coal severance tax bonds%.
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NEW_SECTION. Section 29. Authority to issue coal
severance tax oondse The board of examiners shall jssuz and
s2ll coal severance tax bonds to finance water resource
development projects ang activitiess cther capital
improvementss or economic development when authorized to do
50 by any law that sets out the amount and purpose of the
issues

NEW SECTIONe. Section 30. 3Bcard of examiners to issue
bondss The board of ocxaminers may issue and sell coal
severance tax bondss and no other agency of the state is so
authorized. Any action taken by the board of examiners under
fsecticas 24 through 42) must be approved by a majority vote
of 1ts members.

NEW SECTIONs Saction 3l. Special fund revenuese (1)
If a law authorizing a coal severance tax bond issue
contemplates the pledge and receipt of revenuesy assctse Or
money other than or in addition to the money in the coal
severance tax bond subfundy then the money derived from such
pledged revenuess assetss and money must be paid into a
special bond account for the benefit of such bondsy which
must be part of the sinking fund of the state treasury fund
structurees

{2) Money must be withdrawn from the coal sever ance
tax bond account and peid to the special bond fund as

necessary to provide for payment of principal and interest

-28- 58 409
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on the coal severance tax bonds secured by a pledge of the
spacial account.

MEw SECTION. Section 32. C(ontinued tax deposit limit
on additional bondse (1) The Vegislature shall provide for
the continued assessments levys collections and deposit into
the coal severance tax bond subfund of the coal severance
tax whichs together with such other revenuesy assetss and
money as may be depositeg to one or more special bond
accounts pledged for the benefit of coal severance tax
bondsey will be sufficient to produce an amount that 1s at
least the amount necessary to pay» when dues the annusl debt
service charjes on all outstanding coal severance tax LoRdse.

{2) The board of examiners may issue no coal severance
tax bonds unless the aggregate amount of coal saverance tax
bonds outstandings. including the proposed issue and any
other coal severance tax bonds authorized but not vyet
issueds can be serviced with no more than two-thirds of the
annual deposits into the coal severance tax hond subfundys as
determined by tha oaverage of the deposits during the
preceding 3 fiscal yearsy together with the average of the
aggregate zmount of revenuesy assets: or money deposited in
onz or more special bond accounts used to pay debt service
on outstanding coal severance tax ponds during the preceding

3 fiscal years.

{3) The provisions of this section may not be modified
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S0 as to reduce the security for any coal severance tax
bonds while such bonds are ocutstanding.

NEW_SECTIOM. 5Section 33« Form - principal and
interest -~ fiscal agent -- deposit of proceedss (i} €Each
series of coal severance tax bonds must be issued by the
board of examiners at public or private sales in such
denominations and forme whether payable to bearer or
registered as to principal or both principal and interesty
with such provisions for the conversion or exchanges bearing
int#rest at such rate or ratess maturing at such times not
exceeding 40 years from date of issuey subject to redesption
at such earlier times and prices and upon such notices and
payable at the office of such fiscal agency of the state as
the board of examiners shall determine subject to the
limitations contained in [sections 24 through 42}.

(2) In all other respects the board of examiners is
authorized to prescribe the form and terwms of the bonds and
shall do whatever is lawful and necessary for their issuance
and paymente.

(3) Coal severance tax bonds and any interest coupons
appurtenant thereto shall Le signed by the members of the
board of examinerss and the bonds shall be issued under the
great seal of the state of Montana. The bonds and coupons
may be executed with facsimile signatures and seal in the

manner and subject to the JTimitations prescribed by lawe The
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state treasurer shall keep a record of all such bonds issued
and s0lqg.

(4} The board of examiners is authorized to employ a
fiscal agent to assist in the performance of its duties
nereunder,

(5) A1l proceeds of a state of Montana coal sevaerance
tax bonds issue shall be deposited in a bond praceeds and
insurance clearance fund account established for that bond
155Uy except that any premiums and accrued interest
received shal! be deposited in a sinking fund account
established for that bond issuecs

NEW SECTIONs Section 34e Trust indenture. In the
discretion of the board of examinersy a4 series of coal
Severance tax bonds may be secured by a trust indenture by
and between the board of examiners and a trusteey which may
be any trust company or bank having the powers of a trust
company within or outside of the statee fach trust indenture
or an executed counterpart thereof shall be Ffiled ia the
office of the secretary of state of Montana. The filing of a
trust indenture or an executed counterpart thereof 1n the
office of the county clerk of the <county in which the
property covered by the trust indenture is located is
constructive notice of its contents to all persons fram the
time of the filings, and the recording of the trust indenture

af OR 1ts contents is not necessary.
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NEW_SECTIONe. Section 35« Propvisions for protectina
bondholderse Either the legislative act providing Ffor the
issuance of coal severance tax bonds or the trust indenture
may contain pravisions for protecting and enforcing the
rights and remedies of the bondholders as are reasonsbles
propery and not in violation of 1lawe Iincluding covenants
setting forth the duties of the stater rthe board of
examinersy and the departmentss boardse Or agencies of state
yjovernment 1n relation to the acquisitions constructijony
improvements Mmaintenances opperatione repaires and insurance
of the projects financed with the proczeds of codl severance
tax bonds and the custodyr safeguardings and application of
all money. The TRUST indenture may set forth the ri.hts and
remedies of the bondholders as 1$ customary in  trust
indentures, deeds of trustss and mortgages securing bonds or
debentures of corporations. No enumeration of particular
powers granted by this section impairs any general grant of
power contained in [sections 2% through 42 ].

NEW_SECTIONa. Section 36. Persconal liability -- suit
to compel performance. (L) The members of the board of
examiners ond officers and employees of the departmentss
boardse or agencies of state government are not personally
lieble or accountable py reason of the issuance of or on any
<0al severance tax bond issued by the board of examinerse

{2) Any holder of coal severance tax bonds ur any
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person or officer being a party in intarests subject to any
applicable coal Severance tax agreements or  TRUST
indenturess may sue to enforce and compel the performance of
the coal severance tax bond provisions as set out in
{sections 24 cthrough 421,

NEW SECTION. Section 37. Negotiability of bonds. Coasl
severdance tax bonds iIsSued are negotiable instruments under
the Unifora Commercial Cades Subject only to the provisions
for registration of bonds.

NEW SECTION«. Section 38. Signatures of hoard membars.
In the case any member of the board of examiners whose
signature appears on coal severante tax bonds or coupons
ceases to be a member before the delivery of the bondss his
signature is nevertheless valid and sufficient for all}
purposesy the same as if the member has HAD remained in
office until delivery«

NEW SECTIONe Section 39. Refunding obligations. {1)
The state board of examiners may provide for the issuance of
refunding obligations for refunding any obligations then
outstanding that have been i1ssued under [sections 24 through
42}s including the payment of any redemption premium and any
interest accrued or to accrue to the date of redemption of
the obligationse The issuance of refunding obligationss the
maturities and cther detailss the rights of the holderss and

the rightsy dutizss and obligations of the state are
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Jovernad by the appropriate provisions of [sections 24
through 42] that relate to the issuance of obligationse

{<) Refunding obligations issued as provided in
subsection (1) may ©De sold or exchanyed for outstanding
obligjations issued under {[sections 24 through 427, The
proceeds mey be applied to the purchaser redemptions or
2ayment of outstanding obligations. Pending the application
of the proceeds of refunding obligationsy witnh other
available fundss to the payment of principale accrued
int-resty and any redemption premium on the obligations
being refunded andes 1f permitted in the resolution
authorizing the i1ssuance of the refunding obligations eor in
the trust agreement securing thems to the payment of
interest on refunding obligations and expenses In connection
with refundings the proceeds may be invested as provided in
Title 17+ chapter &

NEW _SECTION. Section 40. Pledge of th: state. in
accordance with the constitutions ¢f the United States and
the state of Montanas the state pledges that it will not in
any wey impair the obligations of any agreement between the
state anad the holders of notes and ponds issued by the
statas

NEW_SECTION. Section 4le Tax exemption of bonds —-
lTegal investmentse (1) A1l coal severance tax bondss their

transfers and their incomes including any profits made on
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their salee are exempt from taxation by the state or any
political subdivisions or other instrument:lity of the
States excepting inheritances estates and gift taxes.

(2) (oal severance tax bonds are legal investments for
any person or board charged with investment of public funds
and  are acceptable as  security for any dep3sit of public

mane ye

NEW 3SECTION. Section 42« Limitation on imount of coa)

severJdnce tax bonds issueds. No more than $500 million worth
of coal severance tax bonds may be issuved for water
development projects and activitiess ather capital
improvementss ond economic development.

Section 43. Section 15-35-108, MCAs 15 amended to
read:

"15-35-108« Oisposal of severance taxess Severance
taxes collected under the provisions of this chapter are
allocated as follows:

{1) To the trust fund created by Article IXy section
3vr of the Montana constitutione 25% of total collections a
yeare After Qecember 31y 1979y 502 of coal severance tax
cottections are allocated to this trust funds. The trust fund
monieys Shall be deposited in the fund establ!ished under
17-6-203(5) and invested by the board of investments as
provided by lawas

(2} Coal severance tax collections remaining after
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allocation to the trust fund under subsection (l) are
alleocated in the following percentages of the remaining
balance:

{a) to the county in which coal is mined, 2% of the
severance . tax paid on the ccal mined in that county until
January 1l 1980y for such purposes as the governing body of
the county may determine;

{b} 2 1/2% wuntilt December 31+ 1979y and thereafter 5%
to the earmarked reverue fund to the credit of the
alternative energy research development and demonstration
account;

{(c) 26 l72% until July 1y 1979y and thereafter 37 1/2%
to the earmarked revenue fund to the credit af the local
tmpact and education trust fund account;

[d} for each of the 2 fiscal years following June 30,
L3777+ 13% to the edrmarked revenue fund to the credit of the
coal area highway improvement account;

{e) 10% to the earmarked revenue Ffund for state
equalization aid to public schools of the state;

{(f) 1% to the earmarked revenue fund to the credit of
the county land planning account;

(g) =2-1f2% 1_1/4% to the sinking fund to the credit of
the renewable resource development bond account;

(h) 5% to the carmarked revenue fund to the c¢redit of

a trust Ffund for the purpose of parks acquisition or
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managements protection of works of art in the state capitoly
and other cultural and aestheti< projectss Income from this
trust fund shall be appropriated as follows:

(i) 173 For protection of works of art 1in the state
capitol and other cul tural and aesthetic projects; and

(ii) 2/3 faor the acquisition of sites and areas
described in 23~1-102 and the aperation and meintenance of
sites 50 acquiredi

{i) 1% to the earmarked revenue fund to the credit of
the state library commission for the purposes of providing
basic library services for the residents of all counties
through tibrary federations and for payment of the costs of
participating in regronal and naticnal networking:

{1) 1 1z4% to the sinking fupnd to the credit of_the

water_development_sinking_account;

£1¥{k} ail other revenues from severance taxes
caollected under the provisions of this chapter to th2 credit
of the general fund of the state.”

Section 44« Section 15-38-202s MCA, 15 amended to
read:

¥15-38-202. Investment of resource indemnity trust
account -- expenditure -~ minimum balance. (1) A1) moneys
paid into the resource indemnity trust account shall be
invested at the discretion of the board of investmentss All

the net earnings accruing to the resource indemnity trust
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account shall annually be added thereto until it has reached
the sur of $10 million. Thereaftersy only the net earnings
may be appropriated and expended until the account reaches
$100 million. Thereafters all net earnings and all receipts
shall be appropriated oy the tegislature and expendedsy
provided that the balance in the account may never be less

than %100 milliona

(Z) Beginning in fiscal year 1982y provided the_amount

in the resource trust account 1S _greater than S$I0 milljony

30%_ _of _the interest income of the resSource_indemnity trust

account must be allocated to water development earmarked

account ¢reated by Isection S5]."

Section 45+ Section B5-1-301y MCA, is amended to read:

wE5-1-301. Wataer conservation revenue hondse (1) The
board 1s hereby authorized to provides by resclutions 2t one
time or from time to timey for the issuance of water
conservation revenue bonds of the state for the purpose of
paying the costy as hereinabove definede of any one or more
such public worksy the principal and interest of which ponds
shall he payable scolely from the special fund herein
provided for such payments Such bonds shall mature at such
time or timessy nat more than 40 years from their date or
datess as may De fixed by such resolution but may be made
redeemable before maturity at the optien of the states to be

exercised by the Doards at such price or prices and under
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such terms and conditions as may be fixed by the board prior
to the issuance of the bondse The board shall determin: the
rate of interest such bonds shall bearv-not-exteeding-=X-per
annum; the time or times of payment of such interest; the
form of the bonds and the interest coupons to be attached
thereto; and the manner of executing the bands and roupons
and shall fix the denomination or denominations of the bonds
and the place or places of payment of principal and interest
thereofs which may be at any bank ur trust company within or
without the State.

{2) Provisions may be made for the registration of any
of vhe bonds in the name of the owner as to principal alone
oFf as to both principal and intereste. The bonds asuthorized
under the provisions of this section and B85-1-303 may be
issued and sold from time to time and in such .Jmounts das may
be determined by the board, and the board may sell the bonds
in  such manner and for such price as it may determine to be
for the Lest interests of the statoy-put-mne—such-seie--vhatt
be--made—far-tess—than-e-price-whichy—computed-with-redt+tion
to-the—absolnte-macurity-of-the—-bonds~~in--aceordonce-—with
standard-tables-of-bond-vatuesv-mitt-show-s-net-return-of-o%k
per-—annum-—te——the-puarchaser-opon-the-amsunt-paid-thersfor.
The proceeds of such bands shall be used solely for the
payment of the cost of the works and shall be checked out in

such manner <nd under such restrictionse 1f anys os the
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board may provides

(3) Eoch resolution providing for the issuance of
bonds shall set forth the project or projects for which the
bonds are to be issueds and the bonds authorized by each
such resolution shall constitute a separate serieses The
bonds of each series shall be identified by a saries letter
or letters and may be sold and delivered at one time or From
time to time.”

Section 46+ Section 85-1-332y MCAy is amended to read:

"85-1-332. Disposition of moneys collacteds #++ For
the purpose of carrying out the provisions of this <chapter
and such other water resource asuthoritys powerss and duties
as are conferred upon the department by Yaws the following
moneys shall pe deposited in the erarmarked-revenue-fund-—for

the—-dae--of --the--department water  development earmarked

account created by [section 51:

tarf(l) all sums of money donated or contributed oy the
federal government or any department or agencies thereof;

thr{2}] all giftss donationss Dequestsy and devises
made to the state therefor and proceeds of the sale thereof;
and the proceeds of the sale or redemption of and the
interest earned Ly the Securities purchased or acquired with
money received under this subsection;

+e¥(3) all reimbursements for money advanced for the

payment of the assessments upon states school-granteds and
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other public lands for the improvement thereof as provided
by lTaw;

td}{%) all reimbursements for money advanced for the
investigation and survey of reclamations electrification,
and rehabilitation systems or projects proposed t0 be
financed in whule or in part by the reclamation of lands and
dikings drainages and diking and drainage dams for
conservation of water to be used in reclamation of land or
stock reservoirs ar for the constructions maintenances and
operation of plants or projects for the manufacture or
distribution of electric current;

te¥§{5) all1l reimbursements for costs of surveys and
investigations for moneys advanced to countiesy citiess or
towns or their proportion of the cost thereof or from any
other sourcess;

t21--FThe-foltowing-shatt-—-be-~deposrted- —rn~—the—-State
gemerat-fund:

ta+i6) except_as _otherwise provided by laws all i1ncome

or profit and revenue of the works and all money received
from the sale or disposal of watersy use of waters water
storages oOr other service and from the operations lease,
salesy or other disposition of the workss propertys and
facilities acquired under this chapter; and

to¥{7) except _as__otherwise provided by laws all sums

receivad by the oepartment for the wuse of electricity in
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excess of the maintenance and operation of the
electrification system or project.”

Section 47« Section 90-2-101s MCAy is amended to read:

"90=-2-101. Policy and purposes= (1) In the development
of the natural resources of the statees it is essenti12l to
distinguish between those which are and those which arz  not
renewable; to make proper <c¢harges through taxation and
ctherwise for the depreciation of nearenewable rescurces;
and to inavest a praoper proportion of the tax and other
revenues from noanrenewable resources in the replacement
thereof with developments of renewable natural resources
that will preserve for the citizens the benefit of the
state’s natural heritage and to ensure that the quality of
existing public resources such as lande airs watery Fish,
wildlifes and recreational opportunities are not
significantly diminished by developments supported by this
partse

{2) In oarder ta finance such developmentsy it is
necessary to harrow in anticipation of the receipt of the
revenues S0 that replacement will not lag bdehing
consumptione The purpose of this part is to provide a
procedure for borrowing in the most economical way for this
purposesy to authorize the creation of debt to finance tha
first staye of the programy and to describe the types of

projectsy loanse and grants to.be included in the program.®
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Section 48« Section 90-2-111y MCAy is5 amended to read:

"90-2-111. Gramts to divisions of state governmentes
(1) The department of natural rescurces and conservation may
recommend to the governor that grants from the renswable
resource development account provided for by this oart be
made to any departmenty agencys boards commissions or other
division of state government.

{2} The department shall solicit and consider in its
evaluation of proposed projects the views of jnterested and
affected departmentsy boardss agenciess and asther
subdivisions of state and federal jovernment .and of other
interested and affacted persons.

{3) The govermor shall submit those grant proposals
naving his approval to the legislature by the 20th day of
any legislative sessijons Those grant proposals approved by
the legislature shall be administered by the departmenta

(%) The grants provided for by this section wmay he
mada for the purchases leases or construction of prujects
for the conservations managemente utilizations, developments
or preservation of the lands waterr fishy, wildlife,
recreationals and other renewable resources in the sState;
for the purpose of feasibility and design studies for such
projects; for development of plans for the rchabilitations
expansiens or medification of existina projects; and for

such other and further similar purposes as the legislature
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may approves

{5) T¥the department may adopt rules as required to
gevern the tarms and conditions for making jrants pursuant
to this section.”

Section 4%. Section 90-2-i24e MCAs is amended to read:

*90~-2-124. Appropriation of coal severantce tax. The
state pledges ind appropriates and directs to Je cradited to
the sinking fund accounts as receivedy 2-4y72% | _1/4% of all
money from time to time received from the collection of the
Severance tax and remaining after allocation of such tix to
the trust Ffungd established under section 5y Article IXse of
the Montans constitutjon and such additional amount thareofe
1f anys as may be required from time to time to praovide
sufficient funds for the purposes stated in 50-2-123(2})
providged that no more then 2-i7e% 1 _1/4% of such toax
collections shall be deemed to be pledged for the purpose of
F0-2-121(3)."

Section 50. U(odification instruction. dsections 1y 29
and 4 through Z3 are intended to be codified as an integral
part of Title 85, chapter ls and the provisions of Title 85,
chapter 1y apply to sections le 24 and & through 23.

Section 51l Severabilitys If a part af this act is
invalids all valid parts that are severable from the invalid
part remain in effects If a part of this act is invalid in

one or more of its applicationse the part remagins in effect
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in all valid applications that are severable from the
invalid applicatjons.

Section 5Z. Repealer. sections 85-1-333 and 85-1-334,
MCAy are repealede

Section 53. Effective date. This acte except for
sections 4y 43y and 49 is effective July 1y 198l. Sections
49 43y and 49 are effective July 1, 1983.

-End-

~—§5- SR 409



47Tth Legislature

10
il
12
13
L4
15
16
17
18
19
20
21

22

58 409

STATEMENT OF INTENT
SENATE BiLL 409

Senate Agricultures Livestock and Irrigation Committee

A statement of intent is required for this bil) because

it delegates vrulemaking authority to the Board of Natural

Resources and Conservation in section 13.

The intent i5 to provide the Board with the authority

to adopt those rules necessary to administer the loan and

grant portion of the water development programes The

authority is limited by section 13 to prescribing the form
and content of applications for grants and Jlecanss to
adopting rules governing the application of the criteria for
awarding loans and grants to private personss to adopting
rules providing for the servicing of loans including
arrangements for obtaining security interests and the

establishment of reasonable fees or charges to be mades and

to prescrining the terms and conditions for making grants
and loanss the security instrumentsy and the agrezments

necessaryes

First adopted by the Senate Agricultures Livestock and

Irrigation Committee on the it8th day of February., 1981L.
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Approved by Copmittee

on Agrivulture Livestock

& Irrigation

SENATE BILL NO. 409
INTRODUCED BY MANNINGs GALT

BY REQUEST OF THE GOVERNOR

A BTLL FOR AN ACTY ENTITLED: AN ACT TO CREATE A WATER
DEVELOPMENY PROGRAM; ESTABLISHING A LOAN AND GRANT PROGRAM
FOR WATER DEVELOPMENT PROJECTS AND ACTIVITIES; ESTABLISHING
AN EARMARKED WATER DEVELOPMENT ACCDUNT; ALLOCATING A PORTION
OF THE COAL SEVERANCE TAX PROCEEDS; ALLOCATING A PDORTION OF
THE INTEREST INCOME FROM THE RESOURCE INDEMNITY TRUST
ACCOUNT: CREATING AUTHORITY FOR WATER DEVELOPMENT BONDS;
CREATING AUTHORITY FOR COAL SEVERANCE TAX TRUST FURD EBONDS;

REQUIRING A LIMITED APPROPRIATION OF INCOME AND INTEREST

FROM THE COAL_SEVERANCE_ TaX _TRUST; LIFTING THE INTEREST

CEILING ON WATER CONSERVATION REVENUE BONDS; AMENUING
SECTEONS L5-35-108s 15-38-202+¢ 85-1-102s 85-1-301s 85-1-332,
P0~2-101s 90-2-111+ AND 90-2-124s MCA; REPEALING SECTIONS

85-1-333 AND 35-1-334&s MCA; AND PROVIDING EFFECTIVE DATES.™

BE 1T ENACTED BY THE LEGISLATURE OF THE STATE DOF MONTANA:
NEW_SECTIONs Section 1. Purpose and policies- (1) The
legislature finds and declares that in order that the people
of Montana may enjoy the full economic and rsecreationdal
bencefits of the state’s water resourcess the state muyst

establish this long-term water development program providing
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financial and administrative assistance to privates local,

and state entities for water resource development projects

‘and activities.

{2) ihe purpose of the water deve lopment program is to
further the state's policieses set forth in BS—1-101,

regarding the conservation, development, and beneficial use

of water resocurces.

(3} The legislature recognizes that water is one of
the wmost valuable and important renewable resources in
Montana; therefores it i5 appropriate that a portion of the
taxes on the remova)l of noprencewable resources be dedicated
to the conservationsy developments and beneficial use of
WALET resourcess

{#} The development of water rescurces is of a high
priority because a large portion of Montana's present and
future econemy is based either directly or indirectly on the
wise use of watere

{5) This water development program is an integral part
of the implementation and development of the comprehensive,
coordinateds multiple-use water resources plan known as the
fstate water plan®e.

NEW SECTIONe. Section 2. Objectives. The department
shall administer a water development program to accomplish
such objectives as rehabititation of state-owned water

projects and works; promotion of privates tocal government,

-2 SB 409
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and state water development; development of water-based
recreation and the protection of water rescurces for the
benefit of agriculturesy flood contrals and other uses;
development of offstream and tribotary storage; and

development of state-tribals

state—federal, and

state-tribal-federal water projectse THE__STORAGE DF WATER

EOR__EXISTING AND _FUTURE BENEFICIAL USES SHALL BE GIVEN A

HIGH PRIDRITY, The water develeopment program 15 the key
implementation portion of the state water plan and shall be
administered to accomplish the objectives of the plane

Section 3. Section B5-1-102+ MCAs is amended to read:

»85-1-102. Definitions. Unless the context requires
otherwisesy in this chapter the following definitions apply:

{1} *Board® wmeans the board of natural resources and
conservation provided for in 2-15-3302.

(2) ™“Cost of works"™ means the <cost of construction;
the cost of all TJandss propertyy rightsey easementss and
franchises acquired which are deemed necessary for the
construction; the cost of all water rights acquired or
exercised by the department in connection with those works;
the cost of all machinery and equipments financing chargess
interest prior to and during construction and for a period
not exceeding 3 years after the completion of construction;
cast of engineering and legal axpensess planss

specificationsy surveyss estimates of costes and other
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expenses necessary or incident to determining the
feasibility or practicability of any project: administrative
expense; and such other expenses as may be necessary or
inCident to the financing herein authorized and the
construction of the works and the placing of the same in
operation.

(3) "Depértment" means the department of natural
resources and conservation provided for in Title 2+ chapter
1%+ part 33,

{4} ™“Owner®™ means all individuals, irrigation
districtss drainage districtss flood control districtss
incorporated companiesy s0Cietiess ©f associations having
any title or interest in any propertiesy rightss easementss
or franchises to be acquireds

{5} "Private

person” means any individual .

associationy partnershipy COrporation. or other

nongovernmental_entity not _eligible _for _loans__and_ _grangs

under_[section 6] but does pat include a_governmental entity

such as an agencys local __governmenty or_ politacal

subdivision_of the states the United_Statessy Or__any_ _agency

thereofs or any_gather governmental eptitys

+5+(6) "Project™ means any one of the works herein
defined or any combination of such works which are
physically connected or jointly managed and operated as @

single unita

-dpm 5B 409
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(7)__"Public benefits" means those benefits_that accrue

from a water development project orf activity to persons

other than__the private grant or_loan recipient_and_that

enhance the common_well-being of the people _of Montanas.

Public_ benefits _include but are not limited to_ recreationy

fFlood_controls_erosion reductions agqricultural €lood damage

reductions water gquality enhancements sediment reductionsy

3CCess to recrgdtion opportunitiesy and wildljfe

(B} ™Water development clearance_ _account”_ means_ a

separate _account created by [section 18] within the _bong

PROCEEDS and insurance clearance fund of the state treasucy

to _finance _loans__undey the provisions _of the water

develaopment _program to_ _agenciess _local _governmentsy and

political _subdivisions of _the states private personss _and

any other eliqible recipients from proceeds of bonds issued

under [sections le 24 and & through 23 ]e

{9) “wWater development activity® means an_action ar

program___to praomote PROTECTY AND__ENHANCE water-based

recreation or _to protect ar enhance_water _resources _for_the

penefit__of _aqriculturey flood controls or _other _usess

including but not_limited to such purposes_as the__promotion

of efficient use of water in agricultures the improvement of

water quality i1n _agriculture and other nonpoint source usess

the promotion PROTECTION AND ENHANCEMENY of water-based
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recreations _the control _of erosion_ of streambanks__and

control of sedimentation of rivers and_ streamsy and

providing greater_local and_state control of Montana water

resourcess Water development activities wmay provide_any

combination of marketable and nonmarketable benefitSe

110) "HWater development earmarked _account” means 3

separadte_account cregted by [section_S] within the earmarked

revenue_ fund of the state_treasury for the purposes of the

watey development proqram_as_set forth in [section Sie

{il) “Water development project® means a project as

defined in__subsection (6)y except that water development

projects are notr limited to projects owned or operated by

the_department.

f12) “wWatar development sinking _account™ means a

separate account created by [section_&] within _the sinking

fund_ _of the state _treasury to_ be used as provided in

t6¥(13} "Works™ means all propertys fightse easementss
and franchises relating thereto and deemed necessary or
convenient for their operation and a1l water rights acquired
ar exercised by the department in <onnection with those
works and includes all means of conserving and distributing
watery includings without VTimiting the generality of the
foregoings reservoirsy damsy diversion canals, distriouting

canalsy waste canalss drainage canalsy dikess tateral

—f- $3 %409
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ditches and pumping units: mainsy pipeliness and waterworks
systems and includes all such works for the conservations
developwent s storages distributionr and wutilization of
watery including without limiting the generality of the
foregoingy works for the purpose of irrigations flood
preventions drainages fish and wildlifes recreationes
development of powers watering of stocks supplying of water
for publics domestice industrials or other uses and for fire
protectiones”

NEW_SECTION. Section 4. Water develapment sinking
account created -- coal severance tax allocated. (i) There
is created a water development sinking account within the
sinking fund established in 17-2-102.

{2) The state pledges and allocates and directs to be
credited to the water development sinking accounty as
receiveds 1 1/4% of all money fraom time to time received
from the coal severance tax collected wunder Yitle 15
chapter 35, and remaining after allocation of such tax to
the trust fund established under Article IXe section S5s of
The Constitution of the 5tate of Montanae

NEW SECTIONs Section 5. Hater development earmarked
account created - revenues allocated -- Jlimitations on
appropriations Ffrom account. (1) There is created a water
development earmarked account within the earmarked revenue

fund established in 1T7T-2-102.
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{2) There shall be paid into the water develcpment
earmarked 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
ingemnity trust account as provided in and subject to the
conditions of i5*38~202=

{c} the excess of the coal severance tax praceeds
allacated by {section &] to the water development sinking
account above debt service requirements as provided in and
subject to the conditions of [section 20].

(3) Appropriations may be made From the water
development earmarked account for the following purposes and
sub ject to the Following conditions:

ta) An ampunt 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 workse [f the amount of money
available for appropriation under this subsection (3){(a} is
greater than that necessary for operation and maintenance
expensessy the excess may be appropriated as provided in
subsection {3){b)«

(b) An amount less than or equal to that paid into the
account from the resgurce indemnity trust account plus any

excess from subsection (3){a) and only that amount may be

-~ SB 409
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appropriated from the account for:

{i} the vrehabilitation of state-owned projects and
vorksy including the rehabilitation of spillways of
state-owned dams;

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

(iii) the development of the hydropower potential of
state-owned dams;

{iv) assistance in the implementation aof the water
reservations established wunder 85-2-316 of conservation
districts;

{v) the promotion of the development of offstream and
tributary storages;

{vi) the promot ion of joint state-tribal,
state—-federalsy and state-tribal-federal water development;

(vii) administrative expensess including but not
timited to the salaries and expenses of personnely
equipments office spaces and other necessities incurred in
the administration of the water developmen: pragram except
the administration of loans and grantsi: and

(viii} any other expenditures that meet the policies
and ob jectives of the state water development programns.

(¢} An amount less than or equal to that paid into the
account from the water development sinking account and only

that amount may be appropriated from the account for loans
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and grants for water development projects and activities and
for administrative expensesy including but not limited to
the salaries and expenses of personnels equipments office
Spacey and other necessities incurred in administering the
loans and grantse

NEW_SECTION. Section &+ Grants and loans to state and
local governmentse (L) The depar tment may recommend to the
legislature that grants and loans be made from coal
severance tax proceeds deposited in  the water development
earmarked account and loans be made from water development
bond proceeds deposited in the water development clearance
d4ccount to a departments agencys boards commissions or other
division of state government or to a citys countys or other
pelitical subdivision or local government body of the statee
The legislature may approve by appropriation or other
appropriate means those grants and loans it finds consistent
with the policies and purposes of the programe.

{Z) The grants and loans provided for by this section
may be made for the purchases leases developmenty or
construction of water development projects and activities
for the canservation: manaqgements uses developments or
pratection of the water an& related agricul tural, land,
fishy wildlifes and water recreation resources in the state;
for the purpose of feasibility and design studies Ffor such

projects; for development of plans for and the

~-10- 58 409



10
11
12
13
14
1s
16
17
18
19
20
21
22
23
24

25

5B 0409/03

rehabititations expansiony and modification of water
development projects; for other water development projects
and activities that will enhance the water resources of the
state; and for similar purposes approved by the legislatures

NEW_SECTION. Section 7. Grants and 1oans to private
personss {1) To encourage the construction and development
of water development projects and activitiesy the department
may make grants and loans to private persons from funds
appropriated from the water development earmarked account
and may make loans to private persons from the water
devel opment clearance 3ccounts

(2} The department shall publicize the statutes and
rules governing grants and loans to private persons for
water development projects and activitiess set and publicize
application deadlines, and accept apptications for grants
and loansae

{3) The department shall reviews evaluate, and select
water development projects and activities for which grants
or loans may be awarded.

NEW_SECTION. Section 8. Division of funds between
water development projects and activitiess (1} The
department shall recommends to the extent possibhley that
water development projects and water development activities
be funded equally when making recommendations to the

legislature on loans and grants for state and local water
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development under [section 6&]e

{2} The department shalle to the extent possibley in
approving grants and toans to private persons fund water
development projects and water development activities
equallye

NEW_SECTION. Section 9. Applications for grants and
Toans to privaie personse (1) A private person may apply for
a grant or loan to finance a water development project or
activity to be constructeds developeds and operated in
Montana.

{2) An application for a loan or grant must be in the
form prescribed by the board and contain or be accompanied
by any information necessary to adequately describe the
proposed project or activity and necessary for evaluation of
the proposed project or activity under the criteria set out
in [sections 10 and L1].

NEW_SECTION. Section 10« Eligibility for a loan or
grant to a private person. The department may not award a3
grant or Joan t© a private person unless the department
findss based on the application and the department®s
investiqgation and evaltuation of the proposals that:

(1) the proposed water development project or
activity:

(2) will promotes enhancesy or advance the purposes

policiess and objectives of the water development program;
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(b) will be constructeds developeds and oper ated
within the state of Montana;

{c} wil) be econcmically feasible. (A project or
activity is écononica1ly feasible if the project benefits
exceed the project costse. fhe department shall consider both
ONLY tangible ond--—intangitbte benefits and costs in
calculating economic feasibility«}

{d} will be an efficient wuse of natural resources
including waters energys lands and aire. (An efficient use is
one that minimi Zes wastes)

(e) will provide multipurpose facilities to the extent
practicable;

{(f) will comply with statutory and regulatory
standards protecting the quality of resources such as airs
waters lands Fishs wildlifee and recreational opportunities;

(g) wild provide associated public benefits in
addition to any private benefits the project or activity may
provide; and

{h} is needed to accomplish the pufpose for which the
water development project or activity is proposed;

(2) the applicant has adequate financial resources to
constructy oOperates and maintain the water development
project or activity. The department shall consider financial
resources from any source for which the applicant has

qual:fieds including a water development grant or loan.
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{3) the applicant holds or can acquire all necessary
landsy other than public landss and interests therein and
water rights necessary for the constructions operations and
maintenance of the proposed water development project or
activity;

{4} if the application is fFor a loansy the applicant is
credit-worthy and able and willing to enter into a contract
with the department for loan repayment and construction or
development of the proposed water development project or
activity; and

{5) if the application is for a grante the applicant
is able and willing to enter into a contract with the
department Ffor codstruction or development of the proposed
water development project or activityj AND

(6)__If THE APPLECATION IS FOR_A GRANTe THE_ _APPLICANT

MUST SHARE IN THE COST OF THE PROJECT SO _THAT THE GRANT MAY

NDY EXCEED_25% DF THc TOTAL PROJECT _COST.

NEW SECTION. Section 1l. Evaltuation of grants and
loans to private personse. The department shall consider the
following criteria and preferences in evaluating
applications and selecting the recipients of grants and
toans for water development pr¢jects and activities that are
eligibie for funding under {section 10]:

(1) The extent and desirability of the public benefits

that will be provided must be considereds
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[2} A Wwater development project or activity that will
be used as part of a family farm or in starting 2 new
business shall be given preferences & family farm is one
devoted oprimadrily to agriculture under the ownership of a
resident Montana family.

(3) A water development project or activity that will
utilize or develop water reserved under 85-2-316 shall be
given preference.

{4) The departments to the extent: practicabley, shall
attempt to achieve geographic balance in the promotion of
water develapment projects and activities through the
awarding of Joans and grants to private pesrsons.

(5) The extent to which the water development project
or activity will Fully utilize water resources and promote
the conservation and efficient use of the water resource
shall be evaluated and considereds

{6) Projects or activities that coulag not be
accomplished without the assistance of a loan or grant shall
be qgiven preferences

{T) The department shall give due consideration to any
other factor thats in the department®s judgmente is
important to the evaluation of the water development project
ar activity in light of the purposes:s policiess and
ob jectives of the water development program.

NEW _SECIION. Section 12. Department to s50licit viewsa
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The department shall solicit and consider in its evaluation
of proposed prajects and activities the views of interested
and affected departmentss boardsy agenciess commissionss and
other subdivisions of the states including local political
subdivisionse of the federal governmenty and of other
interested and affected persons.

gggﬂ;ggllgg; Section 13- Rulemaking authoritye The
board sha¥l adopt rules:

(1) prescribing the form and content of applications
for grants and loans;

{2} governing the application of the criteria for
awarding loans and grants to private persons;

{3) providing for the servicing of loans including
arrangements far obtaining security interests and the
establishment of reasonable fees or charges to be made; anag

(4) describing the terms and conditions for making
grants and 1oansy the security instrumentss and the
agreements necessary.

NEW_SECTIONe Section l4. Limits on loans. {1) No loan
for a water development project or activity may be made from
the water development earmarked or clearance account that
exceeds the least of $100.000s 10% of the estimated total
funds potentially wvailabte for 1toans in the water
development earmarked and clearance accounts in the biennium

in which the lcan will be mades or 80% of the fair market
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value of the security given therefor. In determining the
fair market value for the security given for a loans the
department shall consider appraisals wmade by qualified
appraisers and other factors it considers importants

(2] The periocd for repayment of lgans may not exceed
30 yearses

{3) The beard shall from time to time establish the
interest rate at which loans may be made under [sections 1l
2« and 4 tnrough 23 7.

MEW_SECTION. Section 15. Limits on grants from water
development earmarked accounts The maximum grant awarded to
a private person may not exceed 5% of the estimated total
funds potentially available in the water development
earmarked account for grants in the biennium in which the
grant will be madees

NEW_SECYIDN. Section l6e. Security interests. The
state has a lien upon a project constructed with money Ffrom
the water development earmarked or clearance account fur the
amount of the loan and interest due the ;tate- This lien may
attach to any project facilitiess equipments easementss real
propertys and property of any kind ar nature owned by the
debtors including all water rightss The departeent shall
file with the county clerk and recorder of each county in
which & part of the project is located either a financing

statement or a3 real estate mortgage covering the loans its
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amounty termss and a description of the security. The
county clerk and recorder shall record and index the lien as
other liens are required by law to be recorded and indexede
The lien shall pe wvalid until paid in full or otherwise
discharged. The lien shall be foreclosed in accordance with
applicable state law governing foreclosure of mortgages and
liensa

NEW_SECTION. Section 17« Administration of loans and
grants. The department shall:

(1) administer the loan and grant program established
by [sections 1y 2+ and 4 through 23];

{2) service loans made ar contract and pay for the
servicing of 1locanssy including arrangements Ffor obtaining
Ssecurity interests; and

{3) collect reasonable fees or charges For the
servicing of loansy including arrangements for obtaining
security interests.

NEW_SECYIONe Section 18« Issuing bondse {1} When
authorized by the ltegistature and within the limits of the
authorization and within the further limitations established
in this sections the board of examiners may issue and sell
water development bonds of the state in the amount and
manner i1t considers necessary and proper to finance the

water development loan programs The full faith and credit

and taxing powers of the state are pledged for the prompt

~18- 58 409



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

58 0409/03

and full payment of all bonds so issued and interest and
redemption premiums payable thereon according ta their
terms.

(2} Each series of water development bonds may be
issued by the bodard of examinerss upon request of the board
of natural resources and conservation» at public or private
saley in such denominations and formse whether payable to
bearer with attached interest coupons or registered as to
principal or as to both principal and interests with such
provisions for conversion or exchange and for the issuance
of notes in anticipation of the Iissuance of definitive
bondss bearing interest at such rate or ratesy maturing at
such rate or ratess maturing at such time or times not
exceading 30 vyears from date of issues subject to optional
or mandatory redemption at such earlier times and prices and
upon such notices with such provisions for payment and
discharge by the deposit of funds or securities in escrow
for that purposes and payable at the office of such banking
institution orf institutions within or outside the statey as
the board of examiners shall determine subject to the
limitations contained in this section.

(3) In the issuance of each series of water
development bondss the interest rates and the maturities and
any mandatory redemption provisions therecof shalil be

established in such manner that the funds then specifically
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pledged and appropriated by law to the water development
sinking account will in the judygment of the board of
examiners be received in an amount sufficient in each year
to pay all principale redemption premiumss ana interest due
aond payable in that year with respect to that and all prior
series of such bondss except outstanding bonds as to which
the ob‘igation.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.

{(#) In all other respectsy the board of examiners is
authorized to prescribe the form and terms of the bonds and
shall do whatever is lawful and necessary for their issuance
and paymente Such bonds and any interest coupons appurtenant
thereto wmust be signed by the members of the board of
examinersy and the bonds must be issued under the great seal
of the state of Montana. The bonds and coupons may be
executed with facsimile signatures and seal in the manner
and subject to the Yimitations prescribed by law. The state
treasurer shall keep a recerd of all such bonds issued and
solda.

(5) There is created a water development clearance
account within the bond proceeds and insurance clearance
fund established in 17-2-1G2.

(6) All proceeds of bonds issued under this sections
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other than refunding bondss must be deposited in the water
develaopment clearance account established in subsection (S)»
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 water
development sinking account and aust De applied to the
payments redemption premiumss and interest on the particular
bond issue From whose proceeds the loan was mades All
proceeds of refunding bonds must be deposited in the water
development sinking account and applied to the payment and
redemption of outstanding bonds issued under this section as
directed by the boards whether at maturity or on any earlier
date on which they may be prepaid according to their terms.

{7 All actions taken by the board of examiners under
this section or [section 20] must be authorized by a vote of
a majority of the members of the board of examiners.

NEw_SECTION. Section 19. Bond proceeds only far
loans. Water development bond proceeds may be used only for
the purpose of making loans as pro;ided in thne water
development programs

MEW_3SECLTION. Section 20. 3Sinking Ffund account -

pledge and administration of sufficient balancee (1) The

i

legistature may tlevy. imposes Js5sesse and pledge and
appropriate to the water development sinking account any
taxs chargey feey rentaly or other income from any
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designated sources 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
develapment sinking accounts provided that the aggregate
resources 50 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 bonds payable from that account and provided
that the pledge of the full faith and credit and taxing
powers of the state for the security of all such bonds shall
be and remain irrevocable until they are fully paide

(2) Money in the water development sinking account
must be wused Ffirst to pay interesty principals and
redemption opremiums when due and payable with respact to
water development bondsi second to accumulate a reserve For
the further security of such paymentss to the smount
required each month to meet those payments due within 12
months thereafter; and third to restore the reserve to this
amount after each payment.

(3) After the reserve provided for in subsection (2)
has  been asccumulated in the water development sinking
accounty mONey at any time received in the water development
sinking account in excess of that amount must be transferred
by tne treasurer to the water development earmarked accounta.

[f the balance on hand at any time in the water development
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sinking account is not sufficient to accumulate required
reserves under subsection (2) and 15 not restored to the
required amount within 2 months thereafter from funds
specifically pledged and appropriated to the water

development s$inking accounte the treasurer [N _ACCORDANCE

WITH THE PLEDGE OF THE FuULL FAITH AND CREDIT AnND TAXING

POWERS OF THE STATE shall cransfer an amount sufficient to

rastore the required balance From the general fund to the
water development sinkiny accounte.

NEW SECTION. Section 21« MWater development refunding
bondss (l} The board of examiners may issuve refunding bonads
at such times and in such amountss if anys as may be
Aecessary to pay principal or interest due that cannot be
paid From funds then on hand in the water development
sinking accounte The board of exawiners may also issue
refunding bonds to refund outstanding bonds before maturity
for the purpose of extending the maturities thereof so far
as determined Dy the board of examiners to be necessary to
assure that the funds then pledged to the water develgpment
sinking account will be sufficient for payment of principal
and interest due in sSubsequent years. The board of examiners
may also issue refunding bonds to refund autstanding bonds
befare amaturity for the purpose of reducing the interest
cost or the total amount of principal and interest payable

thereone
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(2) No refunding tonds may be issued and sold more
than 3 months before all bonds refunded thereby mature Or
are called for redemption unless the proceeds thereofy with
any other funds in the water development sinking account
that are needed and available for the purpose or securities
purchased from such proceeds and other fundss are deposited
with a suvitable banking inStitution within or outside the
stater in escrows for the retirement of the refunded bonds
at maturity or at a prior date or dates on which they have
been called for redemption in accardance with their termss
1IN an awount and in a manner sufficient under the provisions
securing the refunded bondss so that the state's obligation
to pay the sames from sources other than the escrow funds is
dischar ged.

(3) No new debt may be <created by the issuance of
refunding bonds in accordance with this sections but such
refunding bonds shall evidence the debt previously created
and shall be 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 wmanner as the bonds
refunded therebya

NEW_SECTIDNe Section 22. Report to the legislature.
The department shall prepare a biennial report to the
legislature describing the status of the water development

programa The report must describe ongoing projects and
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activities and those which have been completed during the
bilennjum. The report must al50 describe proposed projects
and activities for the coming biemnium and recommendations

for necessary appropriations. A copy ¢of the report shall pe
submitted to the president of the senate and the speaker of
the house and to Such other members as may request a copy.

NEW_SECTICNa= Section 23. Penaltys No members officer,
attorneys or other employee of the board eof--—-matorat
reddnrtes——and--conservation or the department sf-mataret
resvorces-and-conservatiton mayy directly or indirectlys be
the beneficiary of or receive any fees COmMisSiony gifty or
other consideration for or in cannection with any
transaction or husiness under [sections le 2v and & thwough
23] other than the salarys Feey or other compensation as he
may receive a5 a membery officers attorneys ar employeeca A
person convicted of violating any provision of this section
shall ve punished by a fine not to exceed 324000 or be
imprisoned For not to exceed 2 yearss or bothe.

NEW SECTION. Section 24. State of Montana <oal
severance tax ponds. [Sections 24 through 42] provide for
the issuance of state of Montana coal severance tax bonds
(also referrea to as coal severance tax bonds in {sections
24  through 427) to finance water resource development
projects and activitiesy other capital improvementss and

economic development in the state designed to provider
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during and after extensive coal Minings a healthy economys
the alleviation of social and economic impacts <created by
coal developments and a ciesn and healthful environment for
present and future generationse.

NEW _SECTION. Section 25. Purpose and intente. {1) Trhe
purpose of the coal severance tax trust fund bond provisions
of [sections 24 through 42] is to establish the authority to
issue and sell coal severance tax bonds THAT HAVE BEEN

APPROVED 8y ACT _OF THE LEGISLATURE for financing specific

water resource development projects and activitiess other
capital improvementsy and economic development in the state
authorized by the legislature and to guarantee redemption of
such bonds by revenue derived from the receipts from the
coal severance tax imposed by Title 15, chapter 35, part ls
and such other money as the legislaoture may fram time to
time determine.

(2) The legislature intends that projects to be
financed by <coal severance tax bonds include but are not
limited to water resource development projects and
activities as part of the water development program
established in [sections 1le 2¢ and & through 23}. 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
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the water development earmarked account established in
[section 5].

NEN_SECLTION. Section 28. Coal severance tax trust
subfunds. (i) The trust established under Article IXy
section 5y of the Montana constitution shal)l be composed of
the following subfunds:

{2) a c¢oal severance tax bond subfund inte which the
constitutionally dedicated receipts from the coal severance
tax shall be deposited;

(b} a coal severance tax permanent subfund; and

{c) a coal severance tax imome subfunde

{Z) On each ODecember 31 and June 30 the State
treasurer shall transfer to the coal severance tax permanent
subfund a11 money in the coal severance tax bond subfund
except the amount necessary to meet all principal anag
interest payments on bonds payable from the coal severance
tax bond subfund on the next ensuing semiannual payment
date.

NEW_SELTIONs Section 27. Investment of funds. (1)

Money in the coal severance tax bond subfundy the <coal
severance tax permanent subfunde end the coal severance tax
income subFund must be invested in accordance with the
investwent standards for coal) severance tax funds EXCEPT _AS

PROVIDED IN SUBSECTION (2}~ Income and earnings from al}

subfunds must be transferred to and retained in the coal
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severance tax income subfund omtil--apprepriated--by——the

tegistarures

(2) BEGINNING _ON__JULY Ls 1983, THE LEGISLATURE SHALL

APPROPRIATE 15% OF THE_INCOME_AND EARNINGS FRDM ALL SUBFUNUS

To_BE_DEPOSITEU_F¥O_THE_COAL _SEVERANCE TAX_PERMANENT SUBFUND

EACH__YEARs THE_FUNDS APPROPRIATED ¥O THE COAL SEVERANCE TAX

PERMANENT SUBFUND UNDER_THIS SUBSECTION MAY NOT_ BE_ FURTHER

APPROPRIATED EXCEPT BY VOTE_DF_ THREE-FOURTHS UF_THE MEMBERS

OF EACH HOUSE OF THE LEGISLATURE.

NEW_SECTION. Section 28+ Pledye of coal severance tax
bond subfund. The money in the coal severance tax bond
supfund is pledged to the payment of the principal and
interest on all state of Montana coal severance tax bORdsSe
A1l bonds issued after [the effective date of sections 24
through 42} wherein the money in the coal severance tax bond
subfund is pledged For their retirement shall be called
"state of Montana coal severance tax honds%.

MEW_SECTION. Section 29« Authority to issue coal

severance tax bonds. The board of examinerss UPON_ APPROVAL

OF _THE LEGISLATURE AS_HEREINAFTER PROVIDEDy shall issue and

sall coal severance tax bonds to finance SUCH APPRUVED water
resource development projects and activitiess other capital
improvementss or economic development when authorized to do
50 by any law that sets out the amount and purpose of the

issues EACH PRDOJECTYy ACTIVITYy OTHER CAPITAL IMPROVEMENT OR
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OTHER IYEM OF DEVELOPMENT SHALL BE SEPARATELY APPROVED AS TG0

AMOUNT _BY THE LEGISLATURE.

NEW SECTIONs Section 30e Board of examiners to issue
ponds. The board of examiners may issue and sell coal
severance tax bonds» and no other agency of the state is so
authorizeds Any action taken by the board of examiners under
[ sections 24 through 42] must be approved by 3 majority vote
of its membersa

NEW_SECYION. Section 31l. Special fund revenues. (1)

If a2 law authorizing a coal severance tax bond issue FOR_ A

SPECIFIC _PURPOSE _AND IN A SPECIFIC _AMOUNT contempiates the

pledge and receipt of revenuess assetss or money other than
or in addition to the money in the coal severance tax bond
subfunds then the money derived from Such pledgea revenuess
assetsy and money must be paid into a special bond account
for the henefit of such bondss which must be part of the
sinking fund of the state treasury fund structure.

{2} Money must bDe withdrawn from the coal severance
tax bond account and paid to the special bond fund as
necessary to provide for payment of principal and interest
on the coal severance tax bonds secured by a pledge of the
special accounte

NEW_SECTION. Section 32. Continued tax deposit limit
on additional ponds. (1) The legislature shall provide for

the continued assessments levys collectiony and deposit into
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the coal sSeverance tax bond subfund of the coa! severance
tax whichsy together with such other revenuess assetsy and
money as may be deposited to one or more special bond
accounts pledged for the benefit of coal severance tax
bonds, will be sufficient to produce an amount that is at
least the amount necessary to paye when dues the annual debt
service charges on all outstanding coal severance tax bondsa

(2) T¥he board of examiners may issue no coal severance
tax bonds unless the aggregate amount of coal severance tax
bonds outstandings including the proposed issue and any
aother coal severance tax bonds authorized but not yet
issueds can be serviced with no more than two-thirds of the
annual deposits into the coal severance tax bond subfunds as
determined by the average of the deposits during the
preceding 3 fiscal yearss together with the average of the
aggregate amount of revenuessy assetsy or money deposited in
one or more special bond accounts used to pay debt Sservice
on ocutstanding coal severance tax bonds during the preceding
3 fiscal yearse.

{3} TYhe provisions of this section may not be modified
50 as tO reduce the security for any coal severance tax
bonds while such bonds are outstandings

MEW_SECTION. Section 33. Form - principal and
interest ~—— fiscal agent -~ deposit of proceedss (1) Each

series of c¢oal severance tax bonds must be issued by the
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board of examiners at public or private sales in such
denominations and forme whether payable to bearer or
registered as to principal or both principal and interestsy
with such provisions for the conversion or exchanges bearing
interest at such rate or ratess maturing at such times not
exceeding 40 years from date of issues Subject to redemption
at such earltier times and prices and upon such noticer and
payable at the office of such fiscal agency of the state as
the board of examiners shall determine subject to the
limitations contained in [sections 24 through 42].

{2) In a1l other respects the board of exa@miners i1$
authorized to prescribe the form and teras of the bonds and
shall do whatever is Yawful and necessary for their i1ssuance
and paymente.

{3) (oal severance tax bonds and any interest coupons
appurtenant thereto shall be signed by the members of the
board of examinerse and the bonds shall be issued under the
Jreat seal of the state of Montana. The bonds and coupons
may be executed with facsimile signatures and seal in the
manner and subject to the limitations prescribed by laws The
state treasurer shall keep a record of all such bonds issued
and sold.

(4) The board of examiners is authorized to employ a

fiscal agent to assist in the performance of its duties

hereunder.
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{53) AV} proceeds of a state of Montana coal severance
tax bonds issue sShall be deposited in a bond proceeds and
insurance clearance fund account established for that bond
issue, except that any premiums and accrued interest
received shall be deposited in a sinking fund account
establ ished For that bond issues

!EEW§EEI1Q§: Section 34. Trust indentures In the
discretion of the board of examinerss a series of coal
severance tax bonds may be secured by a trust indenture by
and between the board of examiners and 8 trustees which may
be any trust company or bank having the powers of a trust
company within or ocutside of the state., Each trust indenture
or an executed counterpart thereof shall be filed in the
office of the secretary of state of Montana. The filing of a
trust indenture or an executed counterpart thereof in the
office of the county clerk of the county in which the
property covered by the trust indenture is Jocated is
constructive notice of its contents to altl persons from the
time of the filings and the recording of the trust indenture
of OR its contents is not necessarye

NEW_SECTIONs Section 35« Provisions for protecting
bondholderse Either the legislative act providing for the
issuance of coal severance tax bonds or the trust indenture
may contaein provisions for protecting and enforcing the

rights and remedies of the bondholders as are reasonabley
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propers and not in violation of ltawe including covenants

setting forth the duties of the states the board of

“examinerse and the departmentss boardse Or agencies of state

government in relation to the acquisitions constructions
inprovements maintenances operations repairs and insurance
of the projects financed with the proceeds of coal severance
tax bonds and the custodys safequardings and application of
all money. The TRUSY indenture may set forth the rights and
remedies of the bondholders as is customary in trust
indenturesy deeds of trustss and mortgages securing bonds or
debentures of corporationse No enumeration of particular
powers granted by this section impairs any general grant of
power contained in {sections 24 through 42].

NEW_SECTION. Section 36. Personal liabiltity -- suit
to compel performance. (1) The members of cthe board of
examiners and officers and employees of the departmentse
poardss or agencies of state government are not personally
liable or accountable by reason of the issuamce of or on any
coal severance tax bond issued by the boa;d of examinerse

{2} Any holder of coal severance tax bonds or any
person or officer being a party in interesty subject to any
applicable coal severance tax agreements or TRUST
itndentures: may sue to enforce and compel the performance of
the coal severance tax bond provisions as set out in

fsections 2& through 42].
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NEW SECTIONs Section 37. Negotiability of bondss Coal
severance tax bonds issued are negotiable instruments under
the Uniform Commercial Codey sub ject only to the provisions
for registration of bondse

MEW SECTION. Section 38 Signatures of board members.
In the case any member of the board of examiners whose
signature appears on coal severance tax bonds ar coupons
ceases to be a member befure the delivery of the bondse his
signature i$ nevertheless valid and sufficient for all
purposes: the same as f the member hss HAD remained in
office until deliverya

NEW SECTION. Section 39. Refunding obligations. (1)
The state board of examiners may provide for the issuance of
refunding obligations for refunding any obligations then
outstanding that have been issued under [sections 24 through
42} including the payment of any redemption premium and any
interest accrued or to accrue to the date of redemption of
the obligations. The issuance of refunding obligationss the
maturities and other detailss the rights of the holderss and
the rightsy dutiess and obligations of the state are
governed by the appropriate provisions of [sections 24
through 42] that relate to the issuance of obligations.

¢2) Refunding obligations issued as provided in
subsection (1} may be sold or exchanged for outstanding

obligacions issued wunder [sections 24 through 42}. The
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proceeds may be applied to the purchases redemptions or
payment of cutstanding obligations. Pending the application
of the proceeds of refunding obligationss with other
available fundss to the payment of principals accrued
interesty and any redemption premium on the obligstions
being refunded andy if permitted in the resolution
authorizing the issvance of the refunding obligations or in
the trust agreement sSecuring themy to the payment of
interest on refunding obligations and expenses in conpection
with refundings the proceeds may be invested as provided in
Ticle 1Ty chapter 6.

NEW SECTION. Secktion 40. Pledge of the statee In
accordance with the constitutions of the United States and
the state of Montanas the state pledges that it will not in
any way impair the obligations of any agreement Letween the
state and the holders of notes and bonds issued by the
statees

NEW_SECTIONs Section 4ls Tax exemption of bonds -
legal investmentses (1} Ad) coal severance tax bondss their
transfer» and their incomey including any profits made on
their sales are exempt from taxation by the state or any
political subdivlisions or other instrumentality of the
states excepting inheritances estater and gift taxesa

(2) Coaal severance tax bonds are 1egal investments For

any person or board charged with investment of public funds
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and are acceptable as security for any deposit of public
moneyes

NEW SECTION. Section 42. Limitation on amount of coa’
severance tax bonds issuedes No more than $588 3250 million
worth of coal Sevarance tax bonds moy be issued for water
development projects and activitiesey other capital
improvementsy and economic development.

Section 43, Section 15-35-1G8s MCAs is amended to
read:

#15-35-108. PDisposal of severance taxes. Severance
taxes collected under the provisions of this chapter are
allocated as follows:

(i) To the trust Fund created by Article 1IXs saction
5+ of the Montana constitutiony 25% of total collections a
year. After December 31y 1979, 50% of <coal severance tax
collections are allocated to this trust funde The trust fund
moneys shall be deposited in the fund established under
17-6-203(5) and invested by the bpoard of investments as
provided by lawe

{2) Coal severance tax collections remaining after
allocation to the trust fund under subsection (1} are
allocated in the following percentages of the remaining
balances

{a} to the county in which coal is minedy 2% of the

severance tax paid on the coal mined in that county until

~36— 53 409



10
11
i2
13
14
15
16
17
18
19
20
21
22
23
24

25

SB 04049,03

January ly 1980y for such purposes as the governing body of
the county may determine;

{b} 2 17/2% unti) December 3ls 1979y and thereafter 5%
to the earmarked revenue fund to the credit of the
alternative enerqgy research development and demonstration
account;

{c} 26 /2% until July ls 1979y and thereafter 37 1/2%
to the earmarked revenue fund to the credit of the tocal
impact and education trust fund account;

(d} for each of the 2 fiscal years follawing June 30s
1977y 13% to the earmarked revenue fund to the credit of the
coal area highway improvement account;

(e) 10% to the earmarked revenue fund for state
equalization aid to public schools of the state;

{(f) 1% to the earmarked revenue fund to the credit of
the county land planning account;

{g) 2-t#2% 1 _1/4% to the sinking fund to the credit of
the renewable resource development bond accounts

) 5% to the sarmarked revenue funa to the credit of
a trust fund For the purpose of parks acguisition or
managjements protection of works of art in the state capitols
and other cultural and aesthetic projectss Income from this
trust fund shall be appropriated as follows:

{1} 173 for protection of works of art in the state

capito} and other cultural and aegsthetic projects; and
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{ii) 273 for the acquisition of sites and areas
described in 23-1-102 and the operation and maintenance of
sites 50 acquired;

(i} 1% to the earmarked revenue fund tc the credit of
the state library commission for the purposes of providing
basic library services for the residents of all counties
through library federations and for payment of the costs of
participating in regional and national networking:

{i) 1 17%% to_ the sinking fund to the credit of the

water development sinking account;

t3+[(k} all other revenues from severance taxes
collected under the provisions of this chapter to the credit
of the general! fund of the state.”

Section 44. Section 15-38-202s MCA, is amended to
read:

"15-38-202« Investment of resocurce indemnity trust
account -~ expenditure -- minimum balance. {1) A)l moneys
paid into the resource indemnity trust account shall be
tnvested at the discretion of the board of investments. Al}
the net earnings accruing to the resource indemnity trust
account shall annually be added thereto until it has reached
the sum of 310 million. Thereafters only the net earnings
may be appropriated and expended until the account reaches
$100 millions Thereaftery all net earnings and all receipts

shall be appropriated by the legislature and expendeds
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provided that the balance in the account may never be less

than 3100 million.

{2)_ Beginning in fiscal year 1982+ provided the_ amount

in_the resource_trust account is_greater than_ $10_millions

30%x__of_ _the_interest income of the_resource_indemnity_ trust

account created by {section 5]."

Section 45. Section 85-1-30ls MCAs is amended to read:

¥§5-1-3C1. MWater conservation revenue bondse (1) The
board 15 hereby authorized to provider by resolutions at one
time or from time to timer far the issuance of water
conservation revenue bonds of the state for the purpose of
paying the costs as hereinabove definede of any one or wmore
such public workse the principal and interest of which bonds
shall be payable solely from the spectal fund herein
provided for such paymente. Such bonds shall mature at such
time of timeses not more than 40 years from their date or
datesr as may be fixed by such resulution but may be made
redeemable before maturity at the option of the states to de
exercised by the boarde at such price or prices and under
such terms and conditions as may be fixed by the board prior
to the issuance of the honds. The board shatl determine the
rate of interest such bonds shall bearvy—-nor-exceeding—al-per
anngm; the time or times of payment of such interest; the

form of the bonds and the interest coupons to be attached
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thereto; and the manner of executing the bonds and coupons
and s5hall fix the denomination or denominations of the bonds
and the place or places of payment of principal and interest
thereofs which may be at any bank or trust company within or
without the states

(2) Provisions may be made for the registration of any
of the bonds in the name of the owner as to principal alone
or as to both principal and interest. The bonds authorized
under the provisions of this section and 85-1-303 may be
issued and sold from time to time and in such amounts as may
be determined by the boards and the board may sell the bonds
in such manner and for such price as it may determine to be
for the best interests of the statev-bhut-no-such-sale——shatt
be--made—for—tess—thon-a-price—whrchy-computed-with-retation
to-the-absotute-maturity-of-the--hands—-in--ascardance--with
standord—tabies—of-bond-vatuesy-witt-shon-a-net-return-of-o¥
per-—annom--to--~the-purchaser-vpon-the-amsunt-pard-therefor.
The proceeds of such bonds shall be wused solely for the
payment of the cost of the works and shall be checked gut in
such manner and under Such restrictionss if anys a5 the
board may provides

{3) Each resolutjon providing for the issuance of
bonds shall set forth the project or projects for which the
bonds are to be issueds and the bonds authorized Yy each

such resolution shall constitute a separate seriess The
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bonds of each series shall be identified by a series letter
or letters and may be socld and delivered at one time or from
time to time."

Section 46. Section B5-1-332+ MLAsy is amended to read:

*35-1-332. Disposition of moneys collectede ti) For
the purpose of carrying ourt the provisions of this chapter
and such other water resource authoritys powerss and duties
as are conferrad upon the department by lawe the following
moneys shall be deposited in the earmarked-revemnoe-fond-for

the-—use--of-—the——~deparement water _development earmarked

account_created by [section 51]:

a3(1l) all sums of money donated or contributed by the
federal government or any department or agencies thereof;

t6¥{2) all giftss donations: bequestsy and devises
made to the sState therefor and proceeds of the sale thereof;
and the proceeds of the sale or redemption of and the
interest earnad by the securities purchased or acquired with
money receaved under this subsection;

te¥t3) al¥ reimbursements for wmoney advanced for the
payment of the assesuments upon states scheol-granteds and
ather public Yands for the improvement thereof as provided
by taw;

td¥(4) o}l reimbursements for money advanced for the
investigation and survey of reclamationy electrifications

and rehabilitation systems aor projects proposed to  be
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financed in whole or in part by the reclamation of lands and
dikingy drainager and diking and drainage dams for
conservation of water to be used in recifamation of land or
stock reserveirs or for the constructions maintenancey and
operation of plants or projects for the wmenufacture or
distribution of electric current;

ter{5) all reimbursements for costs of surveys and
investigations for moneys advanced to countiesy citiess or
towns or their propartion of the cost thereof or from any
other sourcesw;

$t2}-~Fhe-foltowrng-shalli--pe-—deposited-—rn—-the——state
generat-fond+

€23({6) except as otherwise provided by laws all income

or profit and revenue of the works and all money received
from the sale or disposal of waters use of waterr water
storages or other service and from the operations lease,
sales or other disposition of the workss propertyy and
facilities acquired under this chapter; ang

tb+{T) except_ _as__otherwise provided dy laws all sums

received by the department for the use of electricity in
exncess of the maintenance and aperation of the
electrification system or projecte¥
Section 47« Sectian 90-2-101s MCAs is amended to read:
"90-2-101le Policy and purposee {1) In the development

of the natural resources of the States it is essential to
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distinguish between those which are and those which are not
renewable; to make proper charges through taxation and
otherwise for the depreciation of nonrenewable resources;
and to invest a proper proportion aof the tax and other
revenues from nonrenewable resources in the replacement
thereof with developments of renewable natural resources
that will preserve for the citizens the benefit of the
state's natural heritage and to ensure that the quality of
existing public resources such as lands airy watery Ffishe
wildlife, and recreational epportunities are not
significantly diminished by developments supported by this
parte

{2) In order to finance such developmentss it is
necessary to borrow in anticipation of the receipt of the
revenues sQ that replacement will not lag behing
consumptions. The purpose of this part s to provide a
procedure  for borrowing in the most economical way for this
purposes to authorize the creation of debt to finance the
first stage of the programe and to describe the types of
projectss loansy and grants to be included in the programe®

Section 4Be Section 90-2-1llls MCAs is amended to read:

"90-2-111. Grants to divisions of state government.
(1) The department of natural resources and conservation may
recommend to the governor that grants Ffrom the rencwable

rescurce develapment account provided for by this part be
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made to any department, agencys boards commissions or other
division of state government.

{2} The department shall salicit and consider in its
evatuation of proposed projects the views of interested and
affected departmentss boardss agenciess and other
subdivisions of state and federal government and of other
interested and affacted personsa.

{3) The governor shal) submit those grant proposals
having his approvail to the legisiature by the 20th day of
any legislative sessione Those grant proposals approved by
the tegislature shall be administered by the departmente

(%) The grants provided for by this section may uve
made for the purchases leases or construction of projects
for the conservations managements utilizations developmente
or preservation of the lands weatery fishy wildlifes
recreationaly and other renewable resources in the state;
for the purpose of feasibility and design studies for such
projects; fFur development of plans for the rehabilitations
expansions or modification of exjisting projects; and for
such other and further similar purposes as the legislature
may approves

{5} The department wmay adopt rules as required to
govern the terms and conditions for making groants purswvant
to this sectionas™

Secrion 4%« Section 90-2-124y MCAs is amended to read:
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*90-2-124. Appropriation of coal severance taxe The
state pledges and appropriates and directs to be credited to

the sinking fund accounts as receiveds 2-4+728% 1_L/4% of altl

montey from time to time received from the collection of the

severance tax and remalning after allocation of such tax to
the trust fund established under section 5S¢ Article IXs of
the Montana constitution and such additional amount thereof,
if anys as may be required from time to time to provide
sufficient funds for the purposes stated in 90-2-123(2).
provided that no more than 2-172% 1 _1/4% of such tax
collections shall be deemed to be pledged for the purpose of
90-2-121(3)."

Section 50. Codification instruction. Sections 1y 2»
and 4 through 23 are intended to be codified as an integral
part of Title 8%y chapter ly and the provisions of Title 55,
chapter 1s apply to sections ls 2+ and 4 through 23.

Section Sls, Severability. IF a part of this act is
invalide al) valid parts that are severable from the invalid
part remain in effecte If a part of this act is invalid n
ong or more of 1ts applicationsy the part remains in effect
in all valid applications that are severable from the
invalid applicationse

Section S52. Repeater. Sections 85—1-333 and B5-1-334,

MCAy are repealted.

SECTION S3._  COORDINATION INSTRUCTIONa. _{3) _THE__RONDS
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AUTHORIZED UNDER [SECTION 291 MAY NOT BE ISSUED UNLESS:

{A) _HB [LC__ 14773 _IS_ PASSED__AND__APPROVED_BY A

THREE-FOURTHS VOTE OF EACH HOUSE OF THE LEGISLATURE; OR

{B)__ANOTHER _ BILL __AUTHORIZING___THE DEBTS AND

APPROPRIATING THE FUNDS PLEDGED fOR THEIR REPAYMENT IS

PASSED AND_APPROVED BY A _THREE-FOURTHS VOTE CF EACH HOUSE OF

THE_LEGISLATURE.

{2)_ _IN_ADDITION TO _THE REQUIREMENTS OUF_SUBSECTION (1)

THE _LEGISLATURE__MUST _SPECEFICALLY_ _APPROVE___EACH_PRDJECTy

ACTIVITYs CAPEITAL IMPROVEMENY OR_IYEM _OF DEVELOPMENT SEFORE

THE BONDS__T0 FINANCE THAT PROJECTy ACTIVITY. CAPITAL

[MPROVEMENTy OR_ITEM OFf DEVELOPMENT MAY BE ISSUEDe

{3) _THE _BONDS AUTHORIZED _UNDER _[SECTION 18] MAY NOY BE

ISSUED  UNLESS A BILL AUTHORIZING THE DEBT CREATED BY THE

SALE OF THE BONDS AND APPRUPRIATING THE _FUNDS _PLEDGED _FOR

THEIR_REPAYMENT 15 PASSED AND APPROVED BY TWO-THIRDS VOTE GF

EACH HOUSE OF THE LEGISLATURE.

Section 54. Effective date. This acts except Ffor
sections 4y 43y and 4%, is effective July 1ls 198les Sections

4y 43y and 49 are effective July 1y 1983.

_End_

-4 53 409
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STATEMENT OF INTENT
SENATE BILL 509

Senate Agricultures Livestock and Irrigation Committee

A statement of intent is required for this bill because
it delegates rulemaking authority to the Beoard of Natural

Resources and Conservation in section 13.

The intent is to provide the Board with the authority
to adopt those rules necessary to administer the 1lgan and
grant  portion of the water development programe The
authority is limited by section 13 to prescribing the form
and content of applications for grants and loanss to
adopting rules governing the application of the criteria for
awarding loans and grants to private personss to adopting
rules providing for the servicing of loans including
arrangements for obtaining security interests and the
establishment of reasonable fees or charges to be wmades and
to prescribing the terms and conditions for wmaking grants
and loanss the security instrumentss and the agrecments
necessary.

First adopted by the Senate Agricultures Livestock and

Irrigation Committee on the 18th day of February., 1961,
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SENATE BILL NO. 409

INTRODUCED BY MANNING. GALT

BY REQUEST OF THE GOVERNOR
A BILL FOR AN ACT ENTITLED: “AN ACT TO CREATE A WATER
OEVELOPMENT PROGRAM; ESTABLISHING A LOAN AND GRANF PROGRAM
FOR WATER DEVELOPMENT PROJECTS AND ACTIVITIES;: ESYABLESHING
AN EARMARKED WATER DEVELDOPMENT ACCOUNT; ALLOCATING A PORTION
OF THE COAL SEVERANCE TAX PROCEEDS; ALLOCATING A PORTION OF
THE INTEREST INCOME FROM THE RESOURCE INDEMNITY TRUSY
ACCOUNT; CREATING AUTHORITY FOR WATER DEVELOPMENTY BONDS;
CREATING AUTHORITY FOR COAL SEVERANCE TAX TRUST FUND BONDS;

REQUIRING A__LIMITED APPROPRIATION OF INCOME AND INTEREST

FROM THE CDAL SEVERANCE Tax TRUST; LIFTEING THE INTEREST

CEILING ON WATER CONSERVATION REVENUE BONDS; AMENDING
SECTIONS 15-35-108s 15-38-202+ 85-1-102y 85-1-301s B5-1-332,
20-2-101+ 90-2-111» AND 90-2-124y MCA; REPEALING SECTIDNS

B85—1-333 AND 85—1-334s MCA; AND PROVIDING EFFECTIVE DATES.™

BE IT ENACTED BY THE LEGESLATURE OF THE STAYE OF MONTANA:
NEW_SECVTIONs Section 1e Purpose and polticiess (1) TFhe
legislature finds and declares that in order that the people
of Montana may enjoy the Ffull economic and recreational
benefits of the state's water resourcess the state must

establish this long-term water development program providing
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financial and administrative assistance to privatey localy
and state entities for water rasource development projects
and activities.

{2) The purpose of the water deve lopment program is to
further the state®s policiess set forth in 85-1-101,
regarding the conservations devalapments and beneficial use
of water resourcess

(3) The legislature recognizes that water is one of
the most valuable and important renewable resources in
Montana; therefores it is appropriate that a portion of the
taxes on the removal of nonrenewable resources be dedicated
to the conservationsy developments and beneficial use of
water resources.

{4) The development of water resources is of a high
priority because 3 targe portion of Hontana's present and
future economy is based either directly or indirectly on the
wise use of water.

(5) This water development program is an integral part
of the implementation and development of the comprehensives
coordinateds multiple-use water resources plan known as the
"state water plan®.

MEW_SECYION. Section 2. Objectives. The department
shall administer a water development program to accomplish
such objectives as rehabilitation of state-owned water

projects and works; promotion of privatees local governments

-2~ SB 409
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and state water development; development of water-based
recreation and the protection of water resources for the
benefit of agricultures flood <ontroly and other uses;
development of offstream and tributary storage; and
state-tribal,

development of state-federaly and

state-tribal-federal water projectse. THE _SYTDRAGE OF WATER

FOR__EXISTING AND__FUTURE__BENEFICIAL USES_SHALL BE _GIVEN A

HIGH PRIQRITY. The water development program is the key
implementation portion of the state water plan and shal) be
administered to accomplish the objectives of the plana.

Section 3. Section 85-1-102+ MCAs 15 amended to read:

*B5-1-182. Definitionss Unless the context requires
atherwises in this chapter the following definitions apply:

(1) %“Board™ means the board of natural resources and
conservation provided for in 2-15-330Z.

{2) ™Cost of works™ means the <cost of construction:
the cost of all Jandse propertys rights, easesentss and
franchises acquired which are deemed necessary for the
construction; the cost of all water rights acqutred or
exercised by the department in comnection with those works;
the cost of all machinery and equipments financing chargess
interest prior to and during construction and for a period
not exceeding 3 years after the completion of construction;
oSt of engineering and legal expensess planse

specificationss surveysy estimates of coste and other
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expenses necessary or incident to determining the
feasibility or practicability of any project; adainistrative
expense; and such other expenses as may be necessary or
incident to the Ffuinancing bherein authorized and the
construction of the works and the placing of the same in
operatiocne

{(3) "Department™ means the department of natural
resources and conservation provided for in Title 2, chapter
iSe part 33.

(%) "Owner® means all individualsy irrigation
alstrléts- dratnage districtsy flood éontrnl districtse
1ncorporated companiesy soCietiesys or associations having
any title or interest in any propertiess rightss easementsy
or franchises to be acquirede.

{5} _"Private person® means any individuals

associations partnershipy corporations or other

nongovernmental _entjty not _eligible for_ _loans__and grants

under fsection 6] but does not include a qavernmental entity

such as an 3gencys tocal __governments or political

subdivision of the_states the United Statess o0 any _agency
al

thereofs or any other government

entity.

I‘<

5416} "Project™ means any one of the works herein
defined or any combination of such works which are
physically connected or jointly managed and operated as a

single unita
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17)__"Public benefits® means those benefits that acirue

from_a water developmsent project or activity _to _persons

other than _the private grant or loan recipient and_ that

enhance_the common well—being _of the people  of Mantana.

Public benefits include but are not_ limited to_recreationy

flood controly erosion_reductiony agricultural flond damage

reductions water quality enhancementy sedjiment reductions

access to recreation opportunitiesy and wildiife
consarvations

{8} _"Water development__¢learance_ _account”™ @eans _a

separate account created by [section__1B] within the _bond

PROCEEDS and insurance_cleacance fund of the state treasury

to__finance _loans under the provisions__of the water

development _program _to_ agenciess _local _governmentss and

political subdivisions of the statesy _private personsy _and

under [sections_Lte 2s and 4 through 23].

{9)__"wWater development activity" means _an__action_ or

program to promote PROTECY AND__ENHANCE water-based

recreation or to _protect or enhance water resources_for __the

benefit _of _agricultures flood_ controly or _other usess

including but not limited to _such purposes_as_the _promotion

aof efficient use of water in_agricultures the_improvement of

water quality in_agriculture _and other nonpoint sSource usesy

the promotion PROTECTION _AND ENHANCEMENT of water-based
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recreation. the control of erosion of _streambanks _and

control of sedimentatjon of rivers ang streamssy _and

providing greater local_and state contro) of __Montana ater

resourcess Water development activities wmay provide any

combination of marketable and nonmarketable benefits.

110) “water _development earmarked _account™ means a

separatre _account created by [section 3] within the earmarked

revenue fund of the state treasury for the purposes of the

water development program_as_set forth in [section 5].

{1l1) "Water development project™ means a project as

defined _in__subsection__{6)y _except that water devel apment

projects are not limited to projects owned or opergted by

the department.

{12} _"Water develgpment _sinking_ _account™ means a

separate _account _created by [section 4] within the sinking

..the state treasury _to__be used as provided in

tey(13) "Works™ means all property: rights: easements,
and franchises relating thereto and deemed necessury or
convement for their operation and ail! water rights acquired
or exercised by the department in connection with those
works and includes all means of conserving and distributing
watery includings without limiting the generality of the
foregoings reservoirss dams, diversion canalsy distriouting

canalsy waste canals, drainage canalss dikesy lateral
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ditches ond pumping unitsy Mainse pipelineSs and waterworks
systems and includes all such works for the conservations
developments starages distributiony and wutilization of
waterey including without 1limiting the generality of the
foregoings works for the purpose of irrigations flood
preventions drainages fish and wildlifes recreationy
development of powers watering of stocks supplying of water
for publics domesticCe 1ndustrials or other uses and for fire
protectiona.®

NEW _SECTION. Section %« HWater development sinking
account created -- coal severance tax allocated. (i) There
is created a water development sinking account within the
sinking fund established in 1T7T-2-102.

{2) The state pledges and allocates and directs to be
credited to the water dJdevelopment sinking accounts as
receivedy 1 174X of all wmoney from time to time received
from the coal severance tax collected wunder Title 1Ss
chapter 35y and remaining after allocation of such tax to
the trust fund established under Article [Xy section 5e oOf
The Constitution of the State of Montanas

NEW_SECTION. Secrtion Se Water development earmarked

account created -— revenues Jallocated -~ limitations on
appropriations from accounts (1) There 15 created a water

development earmarked account within the ecarmarked revenue

fund established in 17-2-102.
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{2) There shall be paid 1nto the water development
earmarked account:

(a) all revenues of the works and ather Morey as
provided in 85-1-332;

{b) 30% of the interest income of the resource
indemnity trust account as provided in and subject to the
conditions of 15-38-202;

{c) the excess of the coal severance tax proceeds
allocated by [section ¢} to the wataer development sinking
Jccount above debt service requirements as provided in and
subject to the conditions of [section 20].

(3} Appropriations may be made from the watar
development earmarked account for the following purposes and
subject to the following éonditions:

{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 workse If the amount of money
available for appropriation under this subsection (3)(a) is
yreater than that necessary for operation and maintenance
axpensessy the excess may be appropriated as provided in
subsection (3)(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 (3){a) and only that amount wmay be
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appropriated from the account for:

(i) the rehabilitation of state-ommed projects and
worksy including the rehabilitation of spitiways of
state-owned dams;

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

(iii) the development of the hydropower potential of
sState-owned dams;

{iv) assistance in the implementation of the water
reservations established wunder 85-2-316¢ of conservation
districts;

(v) the promotion of the development of offstream and
tributary Sstorage;

{vi) the promotion of joint state-tribals
state~federaly and state-tribal-federal water development:

{vii} administrative expensess including but not
limited to the salaries and expenses of personnels
equipmente offi1ce spaces and other necessities incurred an
the administration of the water development progras except
the administration of loans and grants: and

{viii) any other expenditures that meet the policies
and abjectives of the state water development programe

{C) An amount less than or equal to that paid into the
account from the water development sinking account and only

that amount may be appropriated from the account for Yoans
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and grants for water development projects and activities and
for administrative expensess including but not limited to
the salaries and expenses of personnel, equipmenty office
spacesy and other necessities incurred in administering the
loans ana grantse

NEW _SECTION. Section 6. Grants and loans to state and
local governmentss (1) The department may recommend to the
legistature that grants and loans be made from coal
Severance tax proceeds deposited in  the water development
earmarked account and loans be made from water development
bond proceeds deposited in the water development clearance
3Ccount to a depariments agencys boards commissions or other
division of state government or tu a citys countys or other
political subdivision or local government body of the states
The Jlegislature may approve by appropriation or other
appropriate means those grants and 1ocans it finds consistent
with the policies and purposes of the program.

(2) The grants and loans provided for by this section
may be @made for the purchases leasey developments or
construction of water development projects and activities
fer the conservations, managements uses developments or
protection of the water and related agriculturals lands
fishe wildlifer and water recreation resources in the state;
for the purpose of feasibility and design studies for such

projects; for development aof plans for and the
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rehabilitationes expansions, and modi fication of water
development projects; for other water development projects
and activities that will enhance the water vesources of the
state; and for similar purposes approved by the legislature.

NEW SECTION. Section 7. Grants and 1¢ans to private
personss (1) To encourage the construction and development
of water development projects and activitiesy the department
may make grants and loams to private persons from funds
appropriated from the water develgpment earmarked account
and may make loans to private persons from the water
development clearance accounts

{2) The department shall publicize the statutes and
rules governing grants and loans to private persons for
water development projects and activitiess set and publicize
application deadliness and accept applications for grants
ang loanse

{3) The department shall reviews evaluates and select
water development projects and activities for which grants
or loans may be awarded.

NEW_SECTIONs Section 8. Diviston of Ffunds between
water development projects and activitiese L) The
department s$hall recommends to the extent possible, that
water development projects and water development activities
be funded equally when making recommendations to the

legislature on loans and grants for state and local water
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development under [section 6]

(2) The department shalls to the extent possibley in
approving grants and loans to private persons Ffund water
development projects and water developwment activities
equally.

NEW SECTION, Section 9« Applicatiens for grants and
loans to private persons. (1) A private person may apply for
2 grant or loan to finance a water development project or
activity to be constructedy developeds .and operated in
Mont anas

(2) An application for a loan or grant must be in the
form prescribed by the board and contain or be accompanied
by any information mnecessary to adequately describe the
proposed project or activity and necessary for evaluation of
the proposed project or activity under the criteria set out
in [sections 10 and 11].

NEW_SECTION. Section L0. Eligibitity for a Vloan or
grant to a private persone The department may not award a
grant or loan to a private person unless the department
fFindsy based on the application and the department’s
investigation and evaluation of the proposals that:

{1} the proposed water development project or
activity:

{a) will promotes enhances or advance the purposes

policiesy and objectives of the water development program;
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{h) will be constructeds develapeds and oper ated
within the state of Montanai

(c} will be economically feasible. (A project or
activity is economically feasible if the project benefits
exceed the project costss The department shall consider both
ONLY tangible and-———intangible benefits and costs in
calculating economic feasibilitye)

(dy will be an efficient wuse of natural resources
including water+ energys 1ands and air. (An efficient use is
one that minimizes wastes)

{e) will provide multipurpose facilities to the extent
practicable;

(fy will comply with statutory and regulatory
standards protecting the gquality of resources Such as airy
wateres lands fFishs wildlifes and recreationel opportunities;

{g) will provide associated pubtic benefits 1n
addition ta any private benefits the project or activity may
provide; and

{h} is needed to accomplish the purpose for which the
water development project or activity is proposed;

t2) the applicant has adeguate financial resources to
constructy operates and maintain the water development
project or activitys The department shall consider financial
resources Ffrom any source for which the applicant has

qualifieds including a water development grant or ltoan.
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{3) the applicant holds or can acquire all necessary
landse other than public landss and interests therein and
water rights necessary for the constructions operations and
maintenance of the proposed water development project or
activity;

{(#) if the application is for a loans the applicant is
credit-worthy and able and willing to enter into a contract
with the department for loan repayment and construction or
development of the proposed water development project or
activity; and

{5} if the application is for a grante the applicant
is able and willing to enter into a contract with the
department for construction or development of the proposed
water development project or activity; AND

{6)__IF THE _APPLICAYION IS FOR A GRANTe THE _APPLICANT

MUST _SHARE IN THE COST OF THE PROJECT SO _THAT THE GRANT MAY

NOY_EXCEED_25% OF THc TOVAL_PROJECT_COST.

NEW_SECTYIONs Section lLle Evaluation of grants and
Joans to private persons. The department shall consider the
following criteria and prefecences in evaluating
applications and selecting the recipients of grants and
loans for water development projects and activities that are
eligible for funding uader [section 10j:

{1} The extent and desirability of the public benefits

that will be provided must be considered.
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(2) A water development project or activity that will
be wused as part of a family farm or in starting a new
business shall be given preference. A family farm is one
devoted primarily to agriculture under the ownership of a
resident Montana family. ‘

{3) A water development project or activity that wil}
utilize or develop water reservaed under 85-2-316 shall pe
given preference.

(%) The department, to the extent practicables shall
attempt to achjeve geographic batance in the promotion of
water development projects and activities through the
awarding of loans and grants to private personsa.

{5) The extent to which the water development project
or activity will Fully utilize water resources and promote
the conservation and efficient use of the water rescurce
shall be evaluated and considered.

(6) Projects or activities that could not be
accomplished without the assistance of a loan or grant shailtl
be given preferences

{T) The department shall give due consjderation to any
other factor thats in the department®s judgmente is
important to the evaluation of the water development project
or activity an light of the purposess policiess and
objectives of the water development programe

NEW_SECTION. Section LZ. Oepartment to solicit viewss
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The department shall solicit and consider in its evaluation
of praposed projects and activities the views of interested
and affected departmentss boardsy agenciesy commissionss and
other subgivisions of the stater including local political
subdivisionss of the federal governmenty, and of other
interested and affected personsa.

NEwW SECTION. Section 13. Rulemaking duthoritys The
board shall adopt rules:

(1) prescribing the form and content of applications
for grants and loans;

{2} governing the application of the criteria for
awarding Yoans and grants to private persons;

13) providing for the servicing of 1o0ans including
arrangements for obtaining security interests and the
establishment of reasonable fees or charges to be made; and

{4) describing the terms and conditions for making
grants and 1loansy the security instruments, andg the
Jgreements NeCessaryes

MEW_SECTION. Section l4. Limits on loans. {1l) No loan
for a water development project or activity may be made from
the water development earmarked or clearance account that
exceeds the least of $1006,000y 10% of the estimated total
funds potentially wvailable For 1loans in the water
development earmarked and clearance accounts in the biennium

in which the Joan will be mades Or BOX of the fair market
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value of the security given therefor. In determining the
fair market value fFor the security given for a loans the
department shall cansider appraisals made by qualified
appraisers and other factors it considers importante

{2) The period for repayment of lfoans may not exceed
30 years.

(3} The board shall from time to time establish the
interest rate at which loans may be made under {sections 1»
2y and 4 through 23].

NEW_SECTIONs Section 1S5« Limits on grants from water
development earmacrked asccounte The maximum grant awarded to
a private person may not exceed 5% of the estimated total
funds potentially available in the water development
earmarked account for grants in the biennium in which the
grant will be made.

MEW_SECTION. Section l6s Security interestse. The
state has a lien upon a project constructed with money from
the water development earmarked or clearance account for the
amount of the loan and interest due the state. This Vien may
attach to any project facilitiess equipmenty "easementss real
propertys and property of any kind or nature owned by the
debtores including al}l water rights. The department shall
file with the county clerk and recorder of each county in
which & part of the project is located either a financing

statement or a real estate mortgage covering the loany its
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amounts termsy and a description of the security. The
county c¢lerk and recorder shall record and index the lien as
other liens are required by 1aw to be recorded and indexede
Fhe ljen shall oe valid until paid in full or otherwise
dischargeds The lien shall be foreclosed in accordance with
applicable state law governing foreclosure of mortgages and
tiens.

NEW_SECTION. Section 17. Administration of loans ana
grants. The department shall:

{l) administer the loan and grant program established
by [sections 1s 2+ and 4 through 23];

{2) service loans made or contract and pay for the
servicing of 1loanse including arrangements for obtaining
security intesrests; and

{3) collect reasonable Ffees or charges for the

servicing of loanss including arrangements for obtasining
security interests. 7

NEW _SELTION.  Section 18. Issuing bonds. (§ 8] when
authorized by the legislature and within the limits of the
authorization and within the further Timitations established
in this sections the board of examiners may issue and sell
water development bonds of the state in the amount and
manner it considers necessary and proper to finance the

watesr development loan programe The Full Faith and credit

and taxing powers of the state are pledged for the prompt
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and full payment of all bonds so issued and interest and
redemption premiums payable thereon according to their
termsas -

{2} Each series of water development bonds may be
issued by the board of examinersy upon request of the board
of naturd) resources and conservations at public or private
saler 1n such denominations and formss whether payable to
bearer with attached interest coupons or registered as to
principal or as to both principal and intereste with such
provisions for <conversion or exchange and for the issuance
of notes in anticipation of the issuance of definitive
bondsy bearing interest at such rate or ratess maturing at
such rate or ratesy maturing at such time or times not
exceeding 30 years from date of issues subject to optional
or mandatory redemption at such earlier times and prices and
upon such notices with such provisions for payment and
discharge by the deposit of funds or securities in escrow
for that purposes and payable at the office of such banking
institution or institutions within or outside the states as
the board of examiners shall determine subject to the
limitations contained in this sections

(3} In the issuance of each series of water
development bondss the interest rates and the maturities and
any wandatory redemption provisions thereof shall be

established in such manner that the funds then specifically
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pledged and appropriated by law to the water development
sinking account will in the judgment of the board of
examiners be received in an amount sufficient in each year
to pay all principale redemption premiumss and interest due
and payable in that year uit? respect to that and all prior
series of such bondse 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
tn accordance with the terms of the resolutions by which
they are .authorized to be 1ssued.

{(4) In all other respectss the board of examiners is
authoryzed to prescribe the form and terms of the bonds and
shall do whatever is lawful and necessary for their issuance
and payment. Such bonds and any interest Coupons appurtenant
thereto wmust be signed by the members of the board of
examinerss and the bonds must be issued under the great seal
of the state of Montana. The bonds and coupons may be
executed with facsimte signatures and seal in the manser
and subject to the limitations prescribed by lawe The state
treasurer shall keep a record of al) such bonds issued ang
solde

{5) There 1$ Created a water develgpment clearance
account within the bpond proceeds and insurance clearance
fund established in 17-2-102.

{61 All proceeds of bonds issued under this sections
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other than refunding bondsy must be depositea 1n the water
development clearance account established in subsectaon (5)s
except that any principal and accrued interest receirved 1In
repayment of a loan made from the proceeds of bonds 1ssued
under this section must be deposited in the water
development sinking account and must be applied to the
payments redemption premiumss and interest on the particular
bond issue from whose proceeds the l1gan was mades Al
proceeds of refunding bonds must be deposited in the water
development sinking account and applied to the payment and
redemption of outstanding bonds issued under this section as
directed by the boards whether at maturity or on any earlier
date on which they may be prepaid according to their termse.

{7) A)) actions taken by the board of examiners under
this section or {section 20) must be authorized by 2 vote of
a majority of the members of the board of examners.

NEW_SECTION. Section 19. Bond proceeds only far
loanss Water development bond proceeds may be used only for
the purpose of making loans as provided in the water
development programe

NEW _SECTIONs Section 20« Sinking fund account -
pledge and administration of sufficient balances (1) The
legistature may levys imposes assess» and pledge and
appropriate to the water development sinking account any

taxs charqes fees .rentaly or other income from any
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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 appraopriated to the water
development sinking accounts provided that the agqgregate
resources 50 pledged and appropriated are determined by the
legislature to be sufficient for the prompt and fultl payment
of the principal of and interest and redemption premtums
when due on all bonds payable from that account and provided
that the pledge of the Full faith and credit and taxing
powers of the state for the security of all such bonds shall
be and remain i1rrevocable until they are fully paida.

{2} Money in the water development sinking account
must e wused Ffirst to pay interesty principal. and
redemption premiums when due and payable with respect to
water development bonds; second to accumulate a reserve for
the further security of such paymentsy to the amount
required each month to meet those payments due within 12
months thereafter; and third to restore the reserve to thas
amount after each paymente.

(3) After the reserve provided for in subsection (2)
has been accumulated in the water development sinking
accounts money at any time received in the water development
sinking account in excess of that amount must be transferred
by the treasurer to the water development earmarked account.

If the balance an hand at any time in the water development
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sinking account 15 not sufficient to accumulate reguired
reserves under subsection (2) and is not restored to the
vrequired amount within 3 months thereafter from Ffunds
specifically pledged and appropriated to the water
development sinking accounts the treasurer IN _ACCORDANCE

WITH_THE_PLEDGE OF_THE FULL__FAITH _AND_ _CREDIT_ _AND  TaxING

POMERS GF __THE_SYATE shall transfer an amount sufficient to

restore the required balance from the generalt fund to the
water developwent sinking accounts

NEW _SECTION. Section 2l. MWater development refunding
bondss {1} The board of examiners may issue refunding bonds
at such times and in such amountse f anys as may De
necessary to pay principal or interest due that cannot be
paid Ffrom funds then on hand in the water development
sinking accounts The board of examiners may also issue
refunding bonds to refund outstanding bonds before maturity
for the purpose of extending the maturities thereot so Far
as determined by the board of examiners to be necessary to
assure that the funds then pledged to the water development
sinking account will be sufficient for payment of principal
and interest due in subsequent yearse. 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)l amount of principal and interest payable

thereoune.
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(2) No refunding bonds may be issued and sald more
than 31 months before all bonds refunded thereby mature or
are called For redemption unless the proceeds thereofe with
any other funds in the water daevelopment sinking account
that are needed and available for the purpose or securities
purchased from such proceeds and other fundss are deposited
with a suitable banking institution within or outside the
states in escrowe for the retirement of the refunded bonds
at maturity or at a prijor date or dates. on which they have
been called for redemption an accordance with their termse
1N an amount and in a manner sufficient under the provisions
secuyring the refunded bondse+ 50 that the state's obligation
to pay the sames from Sowrces other than the escrow funds is
dischargeda.

{3} No new debt may be created by the jissuance of
refunding bonds in accordance with this sections but such
refunding bonds shall evidence the debt previously created
and shall be 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 thereby.

NEW_SECTION. Section 22. Report to the legislature.
The department shal! prepare a biennial report to the
legislature describing the status of the water development

programe. Fhe report must describe ongoing projects and
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activities and those which have been completed during the
biennium. The report must also describe proposed prajects
and activities for the coming biennium and recommendations
for necessary appropriationss A copy of the report shall pe
submitted to the president of the senate and the speaker of
the house and to Such other members as may request a copys

NEW _SECTIUN. Section 23. Penaltys No members officers
attorneys or other employee of the board of---nstorsd
resourees——and-—conservation or the department aof-matoral
resources-and-conserveation maye directly or indirectlys be
the beneficiary of or receive any fees commissions gifty or
other consideration for or in connection with any
transaction or business under {sections ls 2+ and & through
23] other than the salarys feey oOr other compensation as he
may receive S a membery officers attorneysy or employecs A
person convicted of violating any provision of this section
shall be punished by a3 fine not to exceed 32+000Q or be
imprisoned for not to exceed 2 yearss Or both.

NEW SECTIONs Section 24« State of Montana coal
severance tax bonds. [Sections 24 through 42) provide for
the i1ssuance of state of Montana coal severance tax bonds
{also referred ¢to as coal severance tax bonds in [sections
24 through 42)1} to finance water rescurce development
projects and activitiess other capital i1mprovementss and

economic development 1n the state designed to providey
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during and after extensive coal wminingy a healthy economys
the alleviation of soci1al and economic impacts created by
c0al developments and a clean and healthful environment for
present and future generations.

NEW_SECTION. Section 25. Purpose and intente (L} The
purpose of the coal severance tax trust fund bond provisions
of [sections 24 through 42} 1s to establaish the authority to
1ssue and  sell coal severance tax bonds THAYT _HAVE BEEN

APPROYED BY ACT OF THE LEGISLATURE for financing specific

water resource development projects and activities, ather
capital improvementss and economic development in the state
authorized by the legislature and to guarantee redemption of
such bonds by revenue derived from the receipts from the
coal severance tax imposed by Title 15, chapter 35, part 1s
and  such other money as the legislature may from time to
time determine.

{2} The Jleqgisloture intends that projects to be
financed by coa) severance tax bonds include bDut are not

limited to water resource development projects and

_activities as part of the water develocpment program

established in [sections Lls 2+ and 4 through 23}. The
legislature further intends that the income from water
rescurce development pro,ects and activities in excess of
the amount required for debt service and operation and

maintenance of those projects and activities be deposited in

26~ S8 40%
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the water development earmarked account established n
[saction 5}.

NEW _SECTIONe Section 26. Coal severance tax trust
subfundse (1) The trust eastablished under Article IXe
section S5y of the Montana constitution shall be composed of
the following subfundss

(2} a coal severance tax bond subfund i1nmto which the
constitutionally dedicated receipts from the coal severance
tax shall be deposited;

{b) a coal severance tax permanent subfund; and

{c) a coal severance tax income subfunds

{(2) On each OGecember 31 and June 3 the state
treasurer shall transfer to the coal severance tax permanent
subfund all wmoney in the coal severance tax bond subfund
except the amount npecessary to meet all principal and
interest payments on bonds payable from the coal severance
tax bond subfund on the next ensuing semiannual payment
datee

MEW_SECTIONs Section 27. Investment of funds. {1}
Money in the coal severance tax pond subfundes the coal
severance tax permanent Subfunds and the coal severance tax
income subfund must be invested in accordance with the

investment standards for coal severance tax funds EXCEPT AS

PROVIDED IN SUBSECTION (2). income and earnings from all

subfunds must be transferred to and retained in the coal
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severance tax 1ncome subfund ontil--appropriated--by--the

tegirstature.

{2)_ _BEGINNING ON_ _JULY Ly 1983y THE LEGISLATURE SHALL

APPROPRIATE 15% OF THE INCOME_AND EARNINGS FROM ALL SUBFUNDS

YO _BE _DEPOSITED _TO_THE COAL_ SEVERANCE TAX PERMANENT SUBFUND

EACH YEARs. THE FUNDZ APPROPRIATED TO THE COAL SEVERANCE TAX

PERMANENT SUBFUND UNQER _THIS SUBSECTION MAY NOT _ BE FURTHER

APPROPRIATED_ _EXCEPT_BY VOVE OF THREE-FOURTHS OF THE_MEMBERS

OF EACH_HDUSE_OF THE_LEGISLATURE.

NEW_SECTION. Section 28« Pledgye of cgal severance tax
bond subfund. The money in the coal severance tax bond
sunpfund 15 pledged to the payment of the principal and
interest on all state of Montana coal severance tax bonds.
A1l bonds issued after [the effective date of sections 2%
through 42] wherein the money in the coal severance tax bond
subfund 1s pledged for their retirement shall be called
"state of Montana coal severance tax bonds™.

NEW_SECTIONs Secticn 29s Autharity to issue coal

severance tax bondse The board of examinersy__UPON_ _APPROVAL

OF  THE LEGISLATURE AS HEREINAFTER PROVIDEDy shall issue anda

sell coal severance tax bands to finance SUCH_APPROVED water
resource development projects and activitiess other capital
improvementsy or economic development when authorized to do
sa by any law that sets out the amount and purpose of the

issuee EACH PROJECTy ACTIVITYp OTHER CAPITAL IMPROVEMENT GR
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OTHER ITEK DF DEVELOPMENT SHALL BE SEPARATELY APPROVED AS TQO

AMOUNT BY THE LEGISEATURE.

NEW SECTION. Sectiaon 30. Board of examiners to issue
bonds. The board of examiners way issue and sell coal
severance tax bondss and no other agency of the state is  so
dauthorized. Any action taken by the board of examiners under
[sections 24 through 42) must be approved by a majority vote
of its members.

NEW_SECTION. Section 3ls Special fund revenues. (1)

If a Taw authorizing a coal severance tax bond issue FO A

SPECIFIC __PURPOSE _AND IN A_SPECIFIC_AMOUNT contemplates the

pledge and receipt of revenuess assetss or money other than
or in addition to the money in the coal severance tax bond
subfunde then the money derived from such pledged revenuesy
assetsy and wmoney must be paid into a special bond account
for the benefit of such bondse which must be part of the
sinking fund of the state treasury fund structure.

(2) Money must he withdrawn from the co0al severance
tax bond account and paid ta the special bond fund as
necessary to ﬁfovide for payment of principal and interest
on the coal severance tax bonds secured by a pledge of the
special accounte

NEW SECTION. Section 32. CLontinued tax deposit limit
on additional bondss (1) FThe legislature shall provide for

the continued assessments levys collections and deposit into
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the coal severance tax bond subfund of the coa)l severance
tax whichs together with such other revenyess assetsy and
money as may be deposited to one or more special bond
accounts pledged for the benefit of coal severance tax
bondss will be sufficient to produce an amount that is at
least the amount necessary to pays when dues the annual debt
service charges on all outstanding coal severance tax bondse

(2) The board of examiners may issue no coal severance
tax bonds unless the aggregate amount of coal severance tax
bonds outstandings including the proposed issue and any
other coal severance tax bonds authorized but not yet
issuveds can be serviced with no more than two-thirds of the
annual deposits into the coal severance tax bond subfunds as
determined by the average of the deposits during the
preceding 3 fiscal yearss together with the average of the
aggregate amount of revenuess assetss or money deposited in
one or more special bond accounts used to pay debt service
on outstanding coal severance tax bund; during the preceding
3 fiscal years.

€3} The provisions of this section may not be modified
50 as to reduce the security for any coal severance tax
bonds while such bonds are cutstanding.

NEW SECTION. Section 33, Form - principal and
interest ~~ fiscal agent -- deposit of proceedss (L) Each

series of <c¢oal severance tax bonds must be issued by the
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board of examiners at public or private sales in such
denominations and forme whether payable to bearer or
registered as to principal or both principal and interest,
with such provisions for the conversion or exchanges bearing
interest at such rate or ratess maturing at such times not
exceeding 40 years from date of 1ssuer subject to redemption
at such earltier times and prices and upon such noticesy and
payable at the office of such fiscal agency of the state as
the board of examiners shall determine subject to the
limjtations contained in {sections 24 through 42]).

(2) In all other respects the board of examiners is
authorized to prescribe the form and terms of the pbonds and
shall do whatever is tawful and necessary for their issuance
and paymente.

{3) Coal severance tax bonds and any interest coupons
appurtenant thereto shall be signed by the members of the
board of examinersy and the bonds Shall be issued under the
great seal of the state of Montana. The bonds and <coupons
may be executed with Facsimile signatures and seal in the
aanner and subject to the limitations prescribed by laws The
state treasurer shall keep a record of all such bonds issued
and solde

{4) The board of examiners i5 authorized to employ a
fiscal agent to assist in the performance of its duties

hereundera
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(5} All proceeds of a state of Montana coal severance
tax bonds issue 5nhall be deposited in a bond proceeds and
insurance clearance fund accaunt established for that bond
issues except that any premiums and accrued interest
received shall be deposited in a sinking fund account
established for that bond issue.

NEW SECTION. Section 34s Trust indenture. in the
discretion of the board of examinersy a series of coal
severance tax bonds may be secured by a trust indenture by
and between the board of examiners and a grustee. which may
be any trust <company or bank having the powers of a trust
company within or outside of the state. Each trust indenture
Gr an executed counterpart thereof shall be filted in the
office of the secretary of state of Montana« The filing of a
trust indenture of an executed counterpart thereof in the
office of the county clerk of the county in which the
property covered by the trust indenture 5 Jocated is
constructive notice of its contents to all persons from the
time of the filings and the recording of the trust indenture
of OR i1ts contents is not necessarys

NEW_SECTIONe Section 3%. Provisions for protecting
bondholderse. Either the legislative act providing Ffor the
issuance of coal severance tax bonds or the trust indenture
may contain provisions for protecting and enforcing the

rights and remedies of the bondholders as are reasonable,
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propers and not in violation of 1lawe including covenants
setting forth the duties of the states the board of
examinersy and the departmentss boardsy of agencies of state
government in relation to the acquisitiony constructions
improvements maintenance:. operation: repaire and insurance
of the projects financed with the proceeds of coal severance
tax bonds and the custodys safeguardings and application of
all money. The JRUST indenture may Set forth the rights and
remedies of the bondholders as i$ customary in trust
indenturess deeds of trustss and mortgages securing bonds or
debentures of corporationss No enumeration of particular
powers granted by this section impairs any gemeral grant of
power contained in [sections 24 through %2 j.

NEW_SECTIONs 3Section 36« Personal Jiability -- suit
to compel performance. (1) The members of the board of
examiners and officers and employees of the departmentss
boardss or agencies of state government are not personally
liable or accountable by reason of the issuance of or on any
coal severance tax bond issued by the board of examinerse.

{2) Any holder of coal severance tax bonds of any
person or officer being a party in intereste subject to any
applicable coal severance tax agreements ar TRUST
indenturesy may sue to enforce and compel the performance of
the coal severance tax bond provisions as set out in

[sections 24 through &2].
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MEW _SECTIONs Section 37 Negotiability of bondse Coal
severance tax bonds issued are negotiable jnsiruments under
the Uniform Commercial Codey sub ject only to the provisions
for registration of bondse.

NEW_SECTIONs 5Section 38. Signatures of board memberse
In tha case any member of the board of examiners who se
signature appears on coal severance tax bonds or coupons
ceases Lo be a member before the delivery of the bonds, his
signature is nevertheless valid and sufficient for all
purposeses the same as if the member has HAD remained in
office until delivery.

NEW _SECTION. Section 39. Refunding obligations. (1L}
The state board of examiners may provide for the jissuance of
refunding obtigations for refunding any obligations then
outstanding that have been issued under [Sections 24 through
42])» including the payment of any redemption premium and any
interest accrued or to accrue to the date of redemption of
the obligationse. The issuance of refunding obligations, the
maturities and other detailss the rights of the holders. and
the rightss dutiess and obligations of the state are
governed by the appropriate provisions of [sections 24
through 42] that relate to the issuance of obligationsa.

{2) Refunding obligations i1ssued as provided in
subsection (1) may be sold or exchanged for outstanding

obligations issued under [sections 24 through 42} The
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proceeds may be applied to the purchases redemptions or
payment of outstanding obligations. Pending the application
of the proceeds of refunding obligationsy with other
availabYle fundse to the payment of principals accrued
interesi. and any redemption premium on the obligations
being refunded ands i1f peraitted in the resolution
authorizing the issuance of the refunding obligations or in
the trust agreement securfng thep. to the payment of
interest on refunding obligaticns and expenses in connection
with refundings the proceeds may be invested as provided in
Title 1T+ chapter 6.

NEW SECTION. Section 40. #fledge of the state. In
accordance with the constitutions of the United States and
the state of Montana. the state pledges that it will not in
any way impair the obligations of any agreement between the
state and the holders of notes oand bonds issued by the
states

NEW_SECTIONs Section 4le Tax exemption of bonds -~
legal investmentse (1} A)) cca) severance tax bondssy their
transfers and their incomes including any profits made on
their sales are exempt from taxation by the state or any
political subdivisions or other instrumentality of the
states excepting inheritances estates and gift taxesa

{2) <{Coal severance tax bonds are legal investments far

any person of board charged with investment of public funas
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and are acceptable as security for any deposit of public
moneye

NEW SECTIONs Section 42. Limitation on amount of coal
severance tax bonds issued. No more than $568a 3350 miilion
worth of coal severance tax bonds may be issued for water
devel opment projects and activitiess other capital
improvementss and economic development.

Section 43, Section 15-35-108s MCAsy is amended to
read:

-"15-35-108. Disposal of severance taxes. Severance
taxes <collected under the provisions of this chapter are
allocated 35 follows:

(1) To the trust fund created by Article IXs saction
5S¢ of the Montana constitutionsy 25% of tota) collections a
year. After December 31y 1979y 50% of c0al severance tax
collections are allocated to this trust funde FThe trust fund
moneys shall be deposited in the fund establ ished under
17-6-203(5) and invested by the beard of investments as
provided by lawe

(2) Coal severance tax collections remaining after
allocation to the trust fund wunder subsection (1) are
allocated in the following percentages of the remaining
balance:

{a) to the county in which coal is mineds 2% of the

severance tax paid on the coal mined in that county until
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January ls 1380« for such purposes as the governing body of
the county may determine;

(b 2 1/2% wuntil December 31y 1979+ and thereafter 5%
to the earmarked revenue fund to the credst of the
alternative enesrgy research development and demonstration
account s

(c)y 26 172% until July 1y 1979y and thereafter 37 1/2%
to the earmarked revenue fund to the credit of the local
impact and education trust fund account;

(d)y for each of the 2 fiscal years following June 30,
1977y 13X to the earmarked revenue fund to the credit of the
coal area highway improvement account;

(e) 10% to the earmarked revenue fund for State
equalization aid to public schools of the states

(f} 1¥ to the earmarked revenue fund to the credat of
the county land planning account;

(g9) 2-%y2% 1 _1/4% to the sinking fund to the credit of
the renewable resource development bond account;

{h)y 5% to the earmarked revenue fund to the credit of
a trust Ffund for the purpose of parks acquisation or
managementy protection of works of art in the state capitaly
and other cultural and aesthetic projects. Income from this
trust fund shall be appropriated as follows:

(1) L/3 for protection of works of art 1n the state

capitol and other cultural and aesthetic projects; and
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(ii) 273 for the acquisition of sites and areas
described in 23-1-102 and the operation and wmaintenance of
sites so acquired;

{i) 1% to the earmarked revenue fund to the credit of
the state library commission for the purposes of providing
basic library services for the residents of all counties
through library federations and for payment of the costs of
participating in regional and national networking;

i} 1 1/4% to the sinking fund to the credit of the

water development sinking account;

t3¥1k) all other revenues from sever ance taxes
collected under the pravisions of this chapter to the credit
of the general fund of the state."

Section 44. Section 15-38-202y MCAs is5 amended to
read:

*15-38-202. Investment of resource indemnity trust
account -- expenditure -—— minisum balance. (i) A1l moneys
pa1d into the resource indemnity trust account shall be
1nvested at the discretion of the board of i1nvestments. AlY
the net earnings accruing to the resource indemnity trust
account shall annually be added thereto until it has reached
the sum of $10 millione Thereaftere only the net earnings
may be appropriated and expended until the account reaches
$10C millione Thereafters all net earnings and all receipts

shall be appropriated by the Jlegaslature and expendedsy

~38- 5B 409



L L

-

10
11
12
13
L4
15
16
17
18
19
20
21
22
23
24

25

S8 0409703

provided that the balance in the account may never be less

than 3100 million,.

{2)__Beginning 1n fiscal year 1982s provided the amount

in_the resource trust account is_greater than 310 milljony

30 _of the interest income of the resource indemnity trust

. dccount _must _be allocated to_ water _development _earmarked

account_created by [sectjion 5 ].*

Section 45, Section B85-1-30ls MCAs is amended to read:

*85-1-301. Water conservation revenue bonds. (1) The
bcard is hereby authorized to provides by resolutions at one
time or from time to times for the issuvance of water
conservation revenue bonds of the state for the purpose of
paying the costs as hereinabove definedy 0f any one or wmore
such public workss the principal and interest of which bonds
shall be payable solely from the special fund herein
provided for such payment. Such bonds shall mature at such
time or timess not more than 40 years from their date or
datess as may be fixed by such resolution but may be sade
redeemable before maturetty at the option of the states to bDe
exercised by the boarde at such price or prices and under
such terms and conditions as may be Ffixed by the board prior
to the issuance of the bonds. The board shall determine the
rate of interest such bonds shall bearv-ast-exceeding-o%-per
amam; the time or cimes of payment of such interest; the

form of the bonds and the interest coupons to be attached
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thereto; and the manner of executing the bonds and coupons
ang shall fix the denomination or denominations of the bonds
and the place or places of payment of principal and interest
thereofs which may be at any bank or trust company within or
without the state.

{2} Provisions may be made for the registration of any
of the bonds in the name of the owner as to principal alone
or as to both principal and interest. The bonds authorized
under the provisions of this section and 85-1-303 may be
1ssued and sold from time to time and in such amounts as may
be determined by the boarde and the board may sell the bonds
in  such manner and for such price as it may determine to be
fFor the best interests of the statey-but-mo-soch-sate—-shatd
se—-made-fFor-tess—than-a-price-whichry-computed-with-relation
to-the-abhsotute ~-maturity-of-the--bonds- -in-—secordance--with
atandeard-tables-sf-bond-votuesy-witi-shaw-a—net-return-of-6%
per——annum—-ta—-~-the-purchaser—upon-the-amagnt-patd-therefor.
The proceeds of such bonds shall be used solely For the
payment of the cost of the works and shal}l be checked ocut in
such manner and wunder such resfrictions. if anys as the
board may provideas

{3) Each resolution providing for the issuance of
bonds shall set farth the project orf projects for which the
bonds are to be issueds and the bonds authorized 6y each

such resolution shall constitute a separate seriess The
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bonds of each series shall be identified by a series letter
or letters and may be so0ld and delivered at one time or from
time to time."

Section 46e 3Section 85-1-332y MCAs is amended to read:

ngs-1-332. Disposition of moneys collected. t+¥ For
the purpose of carrying out the provisions of this chapter
and such other water resource authoritys powerss and duties
as are conferred upon the department by laws the following
moneys shall be deposited in the sarmerked-revenve-fond-for
the--yse—~of-—the-—departwent water _development earmarked
account _created by {section 35]:

+o3[1) all sums of money donated or contributed by the
federal government or any department or agencies thereof;

tb¥f2}) all giftsy donationss bequestse and devises
made to the state therefor and proceeds of the sale thereof;
and the proceeds of the sale or redemption of and the
interest earned by the securities purchased or acquired with
money received under this subsection;

tey{3) all reimbursements far money advanced for the
payment of the assesswents upon states school-granteds and
ather public Jlands for the improvement thereof as provided
by law;

t4¥{4) all reimbursements for money advanced for the
investigation and survey of reclamations electrifications

and rehabilitation Systems or projects proposed to be
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financed in whole or in part by the reclamation of lands and
diking, dr ainagey and diking and drainage dams Ffor
conservation of water to be used in reclamation of land or
stock reservoirs or for the construcfiono maintenances and
operation of plants or projects far the manufacture or
distribution of electric current;

ter{5] all reimbursements for costs of surveys and
investiqgations for moneys advanced to counties, citiesr or
towns or their proportion of the cost thereof or from any
other sourcesw;

t2——Fhe-foltowing-shalli——be--depesited-—in——the——3tate

generat-fonds

tar[6) except as otherwise provided by lawy all income
or profit and revenue of the works and all money received
from the sale or disposal of watere use of waters water
storages or other service and from the operations leases
sales or other disposition of the workss propertys and
facilities acquired under this chapter; and

top{T) except _as__otherwise provided by lawy all sums

received by the department for the use of electricity in
excess of the maintenance and operation of the
electrification System Of projects*
Section 47. Section 90-2-101s ACA, is amended to read:
*90-2-101. Policy and purposes {1) In the development

of the natural resources of the statey it is essential to
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distinguish between those which are and those which are not
renemable; to make proper charges through taxation and
otherwise for the depreciation of nonrenewable resources:
and to invest a proper proportion of the tax and other
revenues fram nonrenewable resources in the replacement
thereof with developments of renewable natural resources
that will preserve for the citizens the obenefit of the
state's natural heritage and to ensure that the quality of
existing public resources such as landy aire watery fishe
wildlifes and recreational opportunities are not
significantly diminished by developments supported by this
parts.

{2) In order to Ffinance such developmentss it iS
necessary to borrow in anticipation of the receipt of the
revenues S0 that replacement will not tag behind
consuapiion. The purpose of this part is to provide a
procedure for borrowing in the most economical way for this
purposes to authorize the creation of dedt o Finance the
first stage of the programe and to describe the types of
projectsy loanss and grants to be included in the program.®

Section 48. Section 90-2-111y MCAs is amended to read:

"90-2-111. Grants to divisions of state governments.
(1) Tha department of natural resources and conservation may
recoamend to the governor that grants from the renewable

resource development account provided for by this part be
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made to any departments agencys boards commissions or other
division of state governsent.

{2) The department shall solicit and consider in its
evaluation of proposed projects the views of interested and
affected departmentse boardss agenciess and other
subdivisions of state and federal government and of other
interested and affacted personsa.

{3) The governor shall submit those grant proposals
having his approval to the legislature by the 20th day of
any legislative sessions Those grant proposals approved by
the legislature shall be administered by the departmente

(#) The grants provided for Dy this section may be
made for the purchases leasey or construction of projects
far the conservation. managements utilizationy developments
or preservation of the lands watery Ffishe wildlifes
recreationals and other renewable resources in the state;
for the purpose of Feasibility and design studies for such
projects; for development of plans for the rehabilitations
expansions or modification of existing projects: and for
such other and further similar purposes as the legislature
may approves.

{5) The department may adopt rules as required to
govern the terms and conditiaons for making grants pursuant
to this section.”™

Section 49. Section 90-2-124+ MCAs is amended to read:

— bl 5B 409
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"90-2-124. Appropriation of coal severance taxe The
state pledges and appropriates and directs to be credited to
the sinking fund accounts as receiveds 2-3/2% 1 _1/74% of ald
money from time to time received from the collection uf the
severance tax and remaining after allocation of such tax to
the trust Ffund established under section S» Article IXe of
the Montana constitution and such additional amount thereofs
if anys as wmay be required from time to time to provide
sufficient fungs for the purposes stated in 0-2-123(2)»
provided that no wmore than 2-i7F2% 1_1/6% of such tax
collections shall be deemed to be pladged for the purpose of
F0-2-121(3) "

Section 50. (odification instruction. Sections ly 2+
and 4 through 23 are intended to be codified as an integral
part of Title 85 chapter 1+ and the provisions of Title 85,
chapter 1s apply to sections 1le 2¢ and 4 through 23.

Section 51e Severability. If a part of this act is
invalide all valid parts that are severable from the invalid
part remain in effects If a part of this act is invalid in
one or more of its applicationsy the part remains in effect
in all wvalid applications that are severable Ffrom the
invalid applicationse.

Section 52. Repealer. Sections 85-1-333 and 85-1-334s
MCAs are repealed.

SECTION 53. CODRDINATION INSTRUCTION._ _(3) THE BONDS
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AUTHORIZED UNDER (SECTION 291 MAY NOT _BE_ISSUED _UNLESS:

{A)__hB [LC_ 1477} IS_ PASSED__AND__APPROVED BY A

THREE-FOURTHS YOYE OF EACH HOUSE OF THE LEGISLATURE; OR

1B)1__ANOQTHER _ BILL_ __AUTHORIZING __THE DEBTS AND

APPROPRIATING _TYHE _FUNDS PLEDGED FOR__THEIR__REPAYMENT IS
PASSED_AND_APPROVED BY A_THREE-FQURTHS VOTE_OF EACH HOUSE OF
IHE LEGISLATURE.

£2)__IN_ADDITION TO THE REQUIREMENTS OFf SUBSECTION (1}s

THE LEGISLATURE MUST_ SPECIFICALLY _APPROVE _EACH PROJECT,

ACYIVITYy CAPITAL IMPROVEMENT OR_ITEM OF DEVELOPMENT BEEFCRE

THE _BONDS__TO _FEINANCE THAT PROJECTs ACTIVITY. CAPLITAL

IMPROVEMENT . OR_ITEM OF OEVELOPMENT MAY BE 15S5UEDe

£2) _THE 5O0NDS AUTHORIZED UNDER [SECTION 18] MAY NOY BE

ISSUED_UNLESS _A__BILL AUTHORIZING YHE DEBT CREATED BY THE

SALE _OF THE BONDS AND _APPROPRIATING THE_ _FUNDS _PLEDGED _FOR

THEIR REPAYMENT IS _PASSED _AND_APPROVED BY THD-THIRDS ¥OTE OF

EACH HOUSE OF THE LEGISLATURE.

Section 54. Effective date« This acts except for
sections 4y 43¢ and 49 iS5 effective July 1ls 19Ble Sections
4y 43y and 49 are effective July 1, 1983.

~End-
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STATEMENT OF INTENT
SENATE BILL 409

Senate Agricultures Livestock and Irrigaiﬁon Céhhittee

A ftatement of intent is required for this bil1l because
it delegates rulemaking authority to the Board of Natural
Resources and Conservation in section 13.

The intent is to provide the Board with the authority
to adopt those rules necessary to administer the loan and
grant portion of the water development program. The
authority is limited by section 13 to prascribing the form
and content of applications for grants and Joanse to
adopting rules governing the applicatiop of the criteria for
awarding lcans and grants to private personss to adopting
rules providing for the sServicing of loans including
arranqements for obtaining security interests and the
establishment of reasonable fees or charges to be mades and
to prescribing the terms and conditions for making grants
and loanss the security instrumentses and the agreements
necessaryes

First adopted by the Senate Agriculturasy Livestock and

Irriqgation Committee on the 18th day of Februarys 1981,
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SENATE BILL NO. 409
INTRODUCED BY MANNINGs GALT

BY REQUEST OF THE GOVERNDR

A BILL FOR AN ACT ENTITLED: AN ACT TO CREATE A WATER
DEVELOPMENT PROGRAM; ESTABLISHING A LOAN AND GRANT PROGRAM
FOR WATER DEVELDPMENT PROJECTS AND ACTIVITIES; ESTABLISHING
AN EARMARKED WATER DEVELOPMENY ACCOUNTY; ALLOCATING A PLRTION
OF THE CDAL SEVERANCE TAX PROCEEDS; ALLDCATING A PORTION OF
THE INTEREST INCOME FROM THE RESOURCE INOEMNITY TRUST
ACCCUNT; CREATING AUTHORITY FOR WATER QEVELDPMENT BONDS;
CREATING AUTHOAITY FOR COAL SEVERANCE TAX TRUST FUND &£0ONDS;

REQUIRIMG__A__LIMITED APPROPRIATION OF JINCOME AND INTEREST

FROM THE COAL SEVERANCE Tax  TRUST; LIFTING THE INTEREST

CEILING ON WATER CONSERVATION REVENUE BONDS: AMENDING
SECTIONS 15-35-108y ¥5-38‘202i 85-1-102¢ B85-1-30Ls 85-1-332»
90-2-1C01y 90-2-111s AND 90-2-124¢ MCA; REPEALING SECTIONS

BS=1-333 AND B5-1-334s MCA; AND PROVIDING EFFECTIVE DATES.™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MORVANA:
NEW_SECTION. Section le Purpose and policiess {1) The
legislature finds and declares that in order that the people
of Montana may enjoy the Ffull economic and recreational
benefits co¢f the state's water vresourcesy the state must

establish this long-term water development program providing
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financial and administrative assistance to ﬁr;vateo locals
and state entities for water resource devalopment projects
and activitiesa

{2) The purpose of the water development program is to
further the state's policiess set forth in 85-1—101e
regarding the conservations developmentes and beneficial use
of water resources.

{3) The legislature recognizes that water is one of
the most wvaluable and important renewable resources in
Mantana; thereforey it i1s appropriate that a portion of the
taxes on the removal of nonrenewable resources be dedicated
to the conservations developments and beneficial use of
wWater resgurcese

(4} The development of water resources is of a high
priority because a large partion of Montana®s present  and
future economy is based either directly or indirectly on the
wise use of water.

{5} This water development program is an integral part
of the implementation and development of the comprehensives
coordinateds mueltiple-use water resources plan known as the
“state water plan®.

NEH_SECTIONs Section 2. Objectivess The department
shall administer a water development pragram to accomplish
such objectives as rehabilitation of state-owned water

projects and works; promotion of privates local governments

-2- SB 409
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and state water  developaent; development  of water-based
recreation and the protection of water resources For the
benefit of agricultures flood controls and other uses;
development of offstream and tributary storage; and
state—federale and

development of state-tribals

state-tribal-federal water projects. THE__STORAGE OF WATER

FOR_EXISTING AND FUFURE BENEFICTAL USES SHALL BE GIVEN 4

HE6H_THE HIGHEST PRIDRITY UNLESS A WATER_DEVELOPMENT PROJECT

OR ACVEVITY DESIGNED YO ACCOMPLISH ANOTHER UORJECTIVE_ IS

DEMONSTRATED TO_BE MORE BENEFICIAL TO A GREATER NUMBER OF

PEOPLE. The water development progras is the key

implementation portion of the state water plan and shall be
administered to accomplish the objectives of the plane.

Section 3. Section 85-1-102s MCAs is amended to read:

®45-1-102. Definitionss Unless the context requires
otherwises in this chapter the following definitions apply:

{1) “Board™ means the board of natural resources and
conservation provided for in 2-15-3302.

{2) ®"Cost of works™ means the cost of constructioni
the cost of all landss propertys rightss casementss and
franchises acquired which are deemed necessary for the
construction; the cost of al} water rights acquired or
exercised by the department in comection with those works:
the cost of a1 machinery and equipments financing chargess

inmterest prior to and during construction and for a period

-3- 58 409
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not exceeding 3 years after the completion of construction;
cost of engineering and legal expensess planse
specifications, surveyss estimates of costs ano other
expenses necessary or incident to determining tho
feasibility or practicability of any project; administrative
expense; and such other expenses as may be necessary or
incicdent to the financing herein authorized and the
construction of the works and the placing of the same in
operation.

{3) *“Department™ means ‘the department of natural
resources and conservation provided for in Title 2+ chapter
154 part 33.

(%) “Owner™ wmeans atl individualss irrigation
districtss drainage districtse flood control districtsy
incorporated companiess soCietieSs or gassociations bhaving
any title or interest in any propertiess rights» easementss
or franchises to be acgquirede

{5]_ "Private person® means any individuale

associations _partnerships corporations or other

nongovernMental entity not eljgible for loans__and__grants

undey [section &) but does not include a governmental entity

such as an agencys 1ocal governmenty or political

subdivisjon of the statey the Unjted Statess or __any _agency
thergofs_or any othesr governmental entity.

+54(6) “Project” means any one of the works herein

4= S 409
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defined or any combination of sSuch works which are
physically connected or jointly managed and operated as a
single unita

{7} __"Public benefits® means those benefirs that accrue

from a water development project oOf activity to__persons

other than _the private qrant__or _loan recipient and_ that

enhance_the common well-being of the peogple of Hontanas

Public benefirs include but are not limited to recredationy

flood controle erosion reductions agricultural Fflood damage

reductions water quality enhancements sediment seductjions

access to recreation opportunitiesy and wild)ife

conservationa

{8} “wWater development _clearance account% means

L

separate_account created by [section__18] within _the _bond

PROCEEDS and insurance clearance fund of the state treasury

to__finance _loans _under _the provisions of the water

develapment program _to_ _a3genciess _10cal goveromentss and

political subdivisions of the statey private_ personsy _and

any _other eligible recipjents from proceeds of bonds issued
undes [sections ls 2 and_4 through 231].

[{9]__"HWater development activity”™ means  an  action _or

program___to  premete PROTECT = AND ENHANCE water-based

recreation or to protect or enhance water resources for _the

benefit of aqricultures flood controly or other usesy

including but not limited to such purposes_as the promotion

- 5- 53 409
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of efficient use of water in_agriculturey the jmprovement of

water qualjty in_agriculture and_othgr nonpoint source usess

the premeeion PROTECTION _AND_ _ENHANCEMENY of water-based

recreations _the control of erosion _of _ streambanks _and

control of sedimentation_of vcivers oand streamsy _and

providing greater local _and_state coatrol of Montana wgter

resourcess _Water developsent gctiyities msay provide any

combination of marketable and nonmarketable benefits.

{10} "Water development earmarked account™ means _a

Separate account created by fsection 5] within the earmorked

revenue  fund of the state treasury for the purposes of the

water development program_as set forth_in [sectjon 5j.

{11) “NWater development project™ means a _project  as

defined _in__subsection (6). except that water development

projects are _not limited to projects owned or operated by

the department.

{12) "MWater development sinking account™ eans_ a

separate_account created by [section &] within the sinking
Fund _of the state treasury_ to bhe used as provided in
[section_20].

t6¥ (13} "Morks" means all propertys rightses easementsy

and franchises relating thereto and deemed necessary or
convenient for their operation and all water rights acquired
or exercised by the department jin connection with those

works and includes all means of conserving and distributing

-b~ 5B 409
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waters includinge without limiting the generality of the
foregoings reservoirss dams. diversion canals, distributing
canalsy waste canalse drainage canalse. dikess lateral
ditches and pumping unitsSy mainsSe pipelinesy and waterworks
systems and includes all such works far the conservationy
development s storages distributione and utilization of
waters including without UTimiting the generality of the
foregoings works for the purpose of irrigations flood
preventions drainages fish. and wildlifes recreations

development of power, watering of stocks supplying of water

for publice domestice industrialys or other uses and for fire

protectione”

NEW SECTION. Section 4. MWater development sinking
account <created -- coal severance tax allocateds (1) There
15 created a water dewelopwent sinking account within the
sinking fund established in 17~2-102.

{2) - The state pledges and allocates and directs ta be
credited to the water development sinking accounte . as
receivedsy I I/%% of  all money from time to time received
from the coal severance tax collected under Title 15«
chapter 35s and remaining after allocation of such tax to
the trust fund establ ished under Article IX. Saction 5s of
The Constitution of the State of Mantanae.

NEW SECTIONe. Section 5. Water development earmarked

account created -- revenues allocated -- limitations on

~7- 58 409
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appropriations from accounts (1)} There is created a water
development earmarked account within the earmarked revenue
fund established in 17-2-1G2.

(2} There shall be paid into the water development
earmarkeg account:

{a} all revenues of the works and other Mmeney as
provided in 85-1-3323%

{b) 30% of  the interest income of the resource
indemnity trust account as pravided in and subject to the
conditions of 15-38-202;

{c} the excess of the <oal severance tax proceeds
al!dcated by {section 4] to the water development sinking
account abéve debt service requirements as provided in and
subject ko the conditions of {section 20].

{3) Appropriations may be made from the water
development earmarked account for the following purposes and
subject to the following conditions:

{a) an amopunt less than or equal to that paid into the
account under 85-1-332 and only that amount may be
appropriated Ffor the aperation and maintenance of
state-owned projects and works. If the amount of money
available for appropriation under this subsection (3){a} s
greater than that necessary for operation and maintenance
expensess the excess may be appropriated as provided in

subsection {3)}(b)e

-8~ SB 409
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{b) An amount less than or equal to that paid into the
account from the resource indemaity trust account plus any
excess from subsection (3){a) and only that amount may be
appraopriated from the account for:

14) the rehabilitation of state-owned projects and
workss including the rehabilitation of spitlways of
state-owned doms;

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

{iii) the develgpment 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-tribale
state~-federals and state—tribal-federal water development;

fvii) administrative expensess including but not
timited to the salaries and expenses of personnels
equipmenty office spsces and other necessities incurced in
the administration of the water development program except
the administration of loans and grants; and

{viii) any other expenditures that meet the policies

and objectives of the state water development programs

-9~ 53 409
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{c} An amount less than or equal to that paid into the
account from the water development sinking account and only
that amcunt may be appropriated from the account for FToans
and grants for Water development projects and activities and
for administrative expensess including but not limited to
the salaries and expenses of personnels equipments office
spaces and other necessities incurred in administering the
toans and grants.

NEW_SECTION. Section &« Grants and loans to state and
local governmentse (1) The department may recommend to the
legislature that grants and loans be made Ffrom coal
severance tax proceeds deposited in the water development
earmarked account and loans be made from water development
bongd proceeds deposited in the water development clearance
account to a departmente agencys boardr commissions or other
division of state government or to a citys countys or other
political subdivision or local government body of the state.
The tlegislature may appfove by appropriation or other
appropriate means those grants and loans it finds consistent
with the policies and purposes of the proarame

{2} The grants and loans provided for by this section
may be made for the opurchaser leases developments or
construction of water development projects and activities
for the conservationsy managements uses developments oOr

protection of the water and related agricultural. ltands

-10- SB 409
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fishe wildlifey and water recreation resources in the statej
for the purpose of feasibility and design studies Ffor such
projects; for devel opment of plans for and the
rehabilitations expansions and modification of water
development projects; for other water development projects
and activities that wil) enhance the water resources of the
state; and for similar purposes approved by the legistatures

NEW SECLTION. Section 7. Grants and 1lcans to private
personse (1) To encourage the construction and development
of water development projects and activitiess the department
may make grants and loans to private persons from Funds
appropriated from the water qevelapnent carmarked account
and may make loans to private persons Ffrom the water
development clearance account.

(2) The department shall publicize the statutes and
rules governing grants and toans to private persons for
water development projects and activitiess set and publicize
application deadliness and accept applications for grants
ang toans.

{3} The department shall reviews, evaluates and select
water development projects and activities for which grants
or loans may be awardeds

NEW_SECTION. Section 8. Division of funds between
water development projects and activitiesa. (1) The

department 3hall recommends to the extent possibles that
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water development projects and water development activities
be funded equally when making recommendations to the
legislature on loans and grants for state and local water
development under [section 6]e

{2} The department shally to the extent possibles in
approving grants and loans to private persons fund water
development projects and water development activities
equally.

NEW_SECTION. Section 9. Applications for grants and

loans to private persons. {(l) A private person may apply for
a grant or Joan to finance a water development project or
activity to bDe constructede developeds and operated in
Montanae

(2) An application for a loan or grant aust be in the
form prescribed by the board and contain or be accompanied
by any information necessary to adegquately describe the
proposed project or activity and necessary for evaluation of
the proposed project or activity under the criteria set out
in {sections 10 and L1]s

NEW _SECTION. Section 10+ Evigibility for a 1loan or
grant to a private persons The departaent may not award a
grant or {doan to a private person unless the deportment
findss Dbased on the application and the department”s
investigation and evaluation of the proposals that:

(1) the proposed water devel opmeent project or

~12- 5B 409
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activity:

fa) will promotes enhancey or advance the purposes
policiess and obiectives of the water development program;

{b} will be constructedy developedy and operated
within the state of Montanai

{c) will be economically feasible. (A project or
activity is economically feasible if ‘the project openefits
exceed the project costs. The department shall consider both
QNLY tangible and-———+tneangiirle benefits and costs in
calculating economic feasibilitys)

{d) will be an efficient use of natural resources
including waters enesrqgys land, and aire (An efficient use is
one that minimizes waste.)

{e) will provide multipurpose facilities to the extent
practicable;

[f} will comply with statutary and reguliatory
standards protecting the quality of rescurces such as airs
waters lands fishe wildlifes and recreational oppeortunities;

{9) wil? provide associated public benefits in
addition to any private benefits the project or activity may
provide; and

th) is needed to accompliish the purpose for which the
water development project or activity is proposed;

{2) the applicant has adequate financial resources to

constructs operates and maintain the water development

-13- SE 409

[ N

-

10
1i
E2
13
14
15

16

17

18
19
20
21
z2
23
24

25

3B 0409704

project or activity. The department shall consider financial
resources From any sowrce for which the applicant has
quatifieds including a water develcopaent grant or locan.

(3)' the appl}cant holds or can acquire all necessary
landse other than public landss and interests therein and
water rights necessary for the constructions operations and
maintenance of the proposed woter development project or
activitys

{(4) if the application is for a loany the applicant is
credit-worthy and able and willing to enter into a contract
with the department for lcan repayment and construction or
development of the proposed water development project or
activity; and AND

(5) if the application is for a grante the applicant
is able and willing to ;nter into a3 contract with the
department for construction or development of the proposed
water development project or activityp—ANS

16}~ F-FHE - APPE IEATION-ES-FOR-A—GRANTF v-~FHE-~APPLIEANT

HUSF -~ SHARE-IN-FHE-€Q5F —OF— FHE-PROJEEF S50 FHh ¥~ FHE-GRANF-HA¥

NOY-—EREEED 258 OF -~ FHE-FOFAL—PRAGIECF—EB5 T

NEW_SECTION. Section li. Evaluation of grants and
1oan§ to private personse The department shall consider the
following criteria and preferences in evaluating
applications and selecting the recipients of grants and

loans for water cevelopment projects and activities that are

-14- S8 409
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eligible for funding under [section 10]2

fLy The extent and desirability of the public benefits
that will be provided must be considered.

(2} A water development project or activity that will
be wsed as part of a family farm er-in-starting-a-new
br3ineas shall be given preference. A Family farm is one
devoted primarily to agriculiture under the ownership AND
QPERATION of a resident Montana family.

{3) A water development project or activity that will
utilize or develop water reserved under 85-2~316 shall be
given preference.

(%) The departments to the extent practicables shall
attempt to achieve geographic balance in the promotion of
water development projects and activities through the
awarding of loans and grants to private personses

{5) The extent to which the water development pro ject
or activity will fully utilize water resources and promote
the conservation and efficient use of the water resource
shall be evaluvated and considered.

(6) Projects or activities that could not be
accomplished without the assistance of 3 loan or grant shall
be given preferencaas

{7) The department shall give due consideration to any
other factor thats in the departwment®s judgmenzy is

important to the evaluation of the water development project
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or activity iﬁ Yight of the purposess policiess and
cbjectives of the water development programe

NEW_SECTION. Section l2. Department to solicit viewsa
The department shall solicit and consider in its evaluation
of proposed projects and activities the views of iﬁterested
and affected departmentss boardsy 3genciess commissionss and
other subdivisions of the states including local political
subdivisionsy of the federal governmente and of other
interested and affected persons.

NEH_SECTION. Section 13. Rulewmaking authority. The
board shall adopt rules:

{1) prescribing the form and content of applications
far grants and Yoans;

(2} governing the application of the criteria for
awarding 1oans and grants to private parsons;

{3) providing for the servicing of 1loans including
arrangements for obtaining security interests and the
establishment of reasonable fees or charges to be made; and

(4} describing the terms and conditions for making
grants and loanss the security instrumentssy and the
agreements NeCessSarye

MEN_SECTION. Section l4. Limits on loanse. (1) No loan
for a water development project or activity wmay be made from
the water development earmarked or clearance account that

exceeds the least of $100,000+ 10% of the estimated total

—16- 58 409
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funds potentially available for loans in the water
development earmarked and clearance accounts in the biennium
in which the loan will be mades or BOX af the fair market
value of the security given therefor. In determining the
fair market value for the security given for a loany the
department shall consider appraisals made by qualified
appraisers and other factors it considers importantae

{21 The period for repayment of loans may not exceed
30 yearse

{3} The board shall from time to time establish the
interest rate at which Yoans may be made under [sections 1y
2+ and 4 through 23]

NEHW SECTION. Section 15+« Limits on grants from water
development earmarked é:count. The maximum grant awarded to
a private person may not exceed 5X of the estimated total
funds potentially available in the water development
earmarked account for grants in the biennium in which the

grant will be wmade OR__25% OF_ THE_ TgTaL_ PROJECT COSTy

WHICHEWER IS _LESS.

NEW SECTION. Section Lb. Security interests. The
state has a lien upon a project constructed Qith money from
the water develop®ent earmarked or clearance account for the
amount of the loan and interest due the state. This 1ien may

attach to any project facilitiess 2guipments easementss real

propertys and property of any kind or nature owned by the
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debtors including all water rights. The department shall
file with the county clerk and recorder of 2ach county in
which a part of the project is located either a financing
statement or a real estate mortgage caovering the loans its
amounts termss and a description of the securitye. The
county clerk and recorder shall record and index the lien as
other 7liens are required by taw to be recorded and indexed.
The lien shall be valid until paid in ful)l or otherwise
dischargeds. The lien shall be Foreclosed in accordance with
applicable state law governing fForeclosure of mortgages and
liens.

NEW_SECTION. Section 17. Aduinistratioﬁ of Toans and
grants. The department shall:

{1) administer the loan and grant program established
by [sections ls 2 and 4 through 23);

(2) service loans wmade or contract and pay For the
servicing of loansy including arrangements for obtaining
security interests; and

{3) collect reasonable fees or charges for the
servicing of loanss including arrangements for obtaining
Security interestss

NEW _SECFIGN. Section 18. Issuwing bondse {1} When
authorized by the legislature and within the timits of the
avthorization and within the further limitations established

in this sections the board of examiners may issue and sell

-18- 38 409
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Wwater development bonds of the state in the amount and
manner it considers necessary and proper to finance the
water development loan programe The Full faith and <redit
and taxing powers of the state are pledged for the prompt
and full payment of all bonds so issued and interest and
redemption lpremiums payable thereon according te their
termss

{2} Each series of water development bonds may be
issued by the board of examinerss upon request of the board
of matural resources and conservation: at public or private
saley in such denominations and formss whether payable to
bearer with attached interest coupons or registered as to
principal or as to both principal and interests with such
provisions For conversion or exchange and for the issuance
of notes in anticipation of the issuance of definitive
bondss bearing interest at Such rate or ratesy maturing at
such rate oOr ratese maturing at such time or times not
exceeding 30 years from date of issuey subject to optional
or mandatory redemption at such earlier times and prices and
upon such npnoticey with such provisions for payment and
discharge by the deposit of Funds or Ssecurities in escrow
for that purposes and payable at the office of such banking
institution or institutions within or outside the stater as
the board of examiners shall determine sSubject to the

limitations contained in this sectione
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[ )] In the issvance of each series of water
development bondse the interest rates and the maturities and
any mandatory redemption provisions thereof shall be
established in Such manner that the funds then specifically
pledged angd oappropriated Dby law to the water develgpaent
sinking account will in the judgment of the board of
examiners be received in an amount sufficient in 2ach year
to pay all principale redemption premiums, and interest due
and payable in that year with respect ta that and all prior
series of such bonds. except outstanding bonds as to which
the obligation of the state has been discharged py 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 al) other respectsy the board of examiners 15
avthorized to prescribe the farm and terms of the bonds and
shall do whatever is lawful and necessary for their issuance
and paymente Such bonds and any interest coupons appurtenant
thereto must be signed by the members of the board of
examinerss and the bonds must be issued under the great seal
of the state of Montana. The bonds and coupons may be
executed with facsimile signatures and seal in the @manner
amkd  subject to the limitations prescribed by taw. The state
treasurer shall keep a record of a'l such bonds issued and

solde
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{5} There is created a water development clearance
account within the bond proceeds and insurance clearance
fund established in 17-2-102.

{6} A1l proceeds of bonds issued under this sections
other than refunding bondse must be deposited in the water
development clearance account established in subsection ({5)s
except that any principal and accrued interest received in
repayment of a Yoan made from the proceeds of bonds issved
under this section must be deposited in the water
development sinking account and must be applied to the
paymente redemption premiumss and interest on the particular
bond issue from whose proceeds the loan was made. AY1
proceeds of refunding bonds must be deposited in the water
development sinking account and applied to the payment and
redemption of outstanding bonds issued under this section as
directed by the boards whether at maturity or on any earlier
date on which they may be prepaid according to their termses

(Tt All actions taken by the board of exawminers under
thij section or [section 20] must be authorized by a vote of
a majority of the members of the board of examinerse.

NEW SECTION. Section 19. Bond proceeds only for
loanss Water gevelopment bond proceeds may be used only for
the purpose of making loans as provided in the water
development prograsis

NEW_SECTION. Section 20. Sinking fund account -
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pledge and administration of sufficient balance. (1) The
legistature may levys imposey assesss and pledge and
appropriate to the water development sinking account any
taxe char ges feep rentals or other income from any
designated source. The state reserves the right to wmodify
from time to time the nature and amount of special taxes and
aother revenuas pledged and appropriated to the water
development sinking account» provided that the aggregate
resources so pledged and appropriated are determined by the
legislature to be sufficient for the prompt and full payment
of the principal of and interest and redeaption presiums
when due on all bonds payable from that account and provided
that the pledge of the full faith and credit and toaxing
powers of the state for the security of al} such bonds shall
be and remain irravocable until they are fully paide

(2} Money in the water development sinking account
must be used first to pay interests principals and
redemption premiums when due and payable with respect to
water deva2lopment bonds; second to accumulate a reserve for
the further security of such paymentses to the amount
required each wamonth toe meet those payments due within 12
mronths thereafter; and third to restore the reserve to this
amount after each paymente.

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

has been accumulated in the water development sinking

-22=- 58 &0%
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accounts money at any time raceived in the water develoupwent
sinking account in excess of that 3mount must be transferred
by the treasurer to the water development earmarked accounts
If the balance on hand at any time in the water development
sinking account is not sufficient to accumulate required
reserves under subsection (Z2) and is not restored to the
required amount within - 3 w®months thereafter Ffrom Ffunds
specifically pledged and appropriated to the water
development sinking accounty the treasurer IN__ACLORDANCE

HWITH THE PLEDGE OF TYHE FULL FAITH AND CREDIT AND_TAXING

POWERS DF THE STATE shall transfer an amount sufficient to

restore the required balance from the general fund to the
water development Sinking accounte

NEW_SECTIONs. Section 21. MWater development refundihg
bondse (1) The board of examiners may issue refunding bonds
at such times and in such awmountsy :f anys as may be
aecessary to pay principal or interest due that cannot be
paid from funds then on hand in the water developaent
sinking accounts The bhoard of examiners wmay also issue
refunding bonds to refund outstanding bonds before maturity
for the pufpose of extending the maturities thereof so far
as determined by the board of examiners to be necessary to
assure that the funds then pledged to the water development
sinking account will be sufficient for payment of principal

and interest due in subsequent yearse. The board of examiners
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may also issue refunding bonds to refundg outstanding bonds
before maturity for the purpose of reducing the interest
cost or the total amount of principal and interest payable
ther2one.

(2} W&o refunding bonds may be issued and s5old more
than 3 wonths before a'l bonds refunded thereby mature or
are called for redemption unless the proceeds thereofy with
any other funds in the water development sinking account
that are needed and available for the purpose or securities
purchased from such proceeds and other fundsy are deposited
with a3 suitable banking institutijon within or outside the
states in  escrowe For the retirement of the refunded bonds
at maturity or ot 3 prior date or dates on which they have
been called for redemption in accordance with their termsy
in an amount and in a manner sufficient under the provisions
securing the refunded bondss so that the state's obligation
to pay the samgy from Sources other than the escrow funds s
dischargeda

{3) No new debt may be created by the issuance of
refunding bonds in accordance with this sections but such
refunding bonds shall evidence the debt previously created
and shall be secured by the pledge of the full faith 2and
credit and taxing powers of the state and by the further
provisions of this part in the same manner as the bonds

refunded thereby.
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NEW_SECT]ON. Section 22. Report to the legislature.
The departaent shall prepare a biennial report to the
legistature describing the status of the water development
programe. The report must describe ongoing projects and
activities and those which have been completed during the
bienniumes The report must also describe proposed projects
and activities for the cowming biennium and recommendations
faor necessary appropriations. A copy of the report shall be
submitted to the president of the senate and the speaker of
the nouse and to such other members as may request a CoOpys

NEW_SECTION. Section 23. Penalty. No members officers
attorneys or other ené]oyee of the board ef-—-petured
respurees—and-conservatron or the department ef--maturald
resources-—and-—conservation mays directly or 1ndirectlyy pe
the beneficiary of or receive any feey commissiony gifts or
ather consideration for or in connection with any
transaction or business under [Sections iy 2+ and 4 through
23] other than the salarys fees or other compansation as he
may receive as a3 members officers attorneys or employee. A
person convicted of violating any pravision of this section
shall be punished by a fine not to exceed 52,000 or be
imprisoned for not ta exceed 2 yearsy or both.

NEW_SECTIQONs Section 24« State of Hantana coal

severance tax oondse [Sections 24 through 42} provide for

the idssuance of state of Montana coal severance tax bonds

-25- ' SB 4G9
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{also referred to as coal severance tax bonds in [sections
24 through 421} to finance water resource developaent
projects and activitiesy-—other—-capital-——improvementsy——and
economic-~development in the state designed to provides
during and after extensive coal minings @ healthy economys
the alleviation of social and economic impacts created by
coal developments and a clean and healthful environment for
present and future generatxons-

NEW_SECTION. Section 25. Purpose and intent. {1} The
purpose of the coal severance tax trust fund bond provisions
of [sections 24 through 42] 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 activitiesvy--other
copital-—itmprovementsy-and-economic—davelopment in the state
authorized by the legislature and to guarantee redemption of
such bonds by revenue derived from the receipts from the
coal severance tax imposed by Title 15¢ chepter 35y part ls
and such other money as the Tegislature may from time to
time determines

{2} The legistature intends that projects to be
financed by coal severance tax bonds include buot--are--not
¥imited---te water resource development projects ang
activitiesr as part of the water development Proyr amn

established in [sections 1l» 2y and 4 through 23}. The
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tegislature 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 earmarked account established in
{section 5].

NEW SECTION. Section 2&« Coa2l severance tax trust
sybfundse (1) The trust established wunder Article 1IXe
section 59 of the Montana constitution shall be composed of
the following subfunds:

{a} a coal severance tax bond subfund into which the
constitutionally dedicated receipts from the coal severance
tax shall be deposited;

{b) a coal severance tax permanent subfund; and

{c) a coal severance tax income subfunde

{2) On each December 31 and june 30 the state
treasurer shall transfer to the coal severance tax permanent
subfund all money in the coal severance tax bond subfund
except the amount necessary to meet all principal and
interest paywments on bonds payable from the coal severance
tax bond subfund on the next ensuing semiannual payment
data.

NEW_SECTIONs Section 27. Investment of fundse (1)

Money in the coal severance tax bond subfunde the coal

severance tax paermanent subfunds and the coal severance tax
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income subfund must be invested in accordance with the
investamnt standards for coal severance tax Funds EXCEPT__AS

PROVIDED__IN__SUBSECTION_ _{Z}. Income and earnings from all

subfunds must be transferred to and retained in the coal
severance tax imncome subfund wntii--apprepriated--by—the
Fegishature.

[2) BEGINNING ON JULY 1y 1983y THE LEGESLATURE SHALL

APPRUPRIATE 15% OF THE_JINCOME AND EARNINGS_FROM_ALL SUBFUNDS

TO_ BE_DEPCSITED_TO THE_COAL SEVERANCE TAX PERMANENT_ SUBFUND

EACH_YEAR. THE FUNDS_APPROPRIATED TO THE COAL SEVERANCE TAX

PERMANENT __SUBRFUND UNDER_THIS SUBSECYION MAY NOT BE FURTHER

APPROPRIATED EXCEPT_BY VOTE OF THREE-FOURTHS OF THE__MEMBERS

OF EACH HOUSE OF THE LEGISLATURE.

NEW SECTION. Section 28. Pledge of coal severance tax
bond subfunds The wmoney in the coal severance tax bond
subfund is pledged to the payment of the principal and
interest on ail state of Montana coal severance tax bondse
A1l bonds issued gfter [the effective date of sections 2%
through 42} uhefeindthe money in the coal severance tax bond
subfund is pledged for their retirement shall be calleog

"state of Montana coal severance tax bonds™.

EW_SECTION. Section 29« Authority to issue coal

severance tax bondse The board of examinersy UPON APPROVAL

DF _THE LEGISLATURE AS HEREINAFTER_PROVIDED, shall issue and

sell coal severance tax bonds to Finance SUCH APPROVED water
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resaource development projects and activitiesv-other—capitod
tMprovementsy-or-econonte—devetoapment when authorized to do
s0 by any law that sets out the amount and purpose of the

issuce EACH PROJECTw OR _ACTIVITYy-OFHER-EAPITAL -~ TMOROQYEMENTE

OR-BFHER-FFEM-OF —BEVELGPHENT SHALL BE_SEPARAYELY APPROVED AS

IO __AMDUNT BY A  TWO-THIRDS VOTE_OF EACH HOUSE OF THE

LEGISLATURE.

NEW SECTIONs Section 30. Board of examiners to issue
bonds. The board of examiners may Iissue and sell coal
severance tax bondse and no other agency of tha state is so
authorizeds Any action taken by the board of examiners under
[ sections 24 through 42] must be approved by a majority vote
of its memberss

NEW_SECTION. Section 31l. Special fund revenuesa (1)

If a law authorizing a toal severance tax bond issue FOR_ A

SPECIFIC _PURPOSE AND_IN A SPECIFIC AMOUNT contemplates the

pledge and receipt of revenuess assetss or money other than
or in addition to the money in the coal severance tax bond
subfunds then the money derived from such pledged revenuess
assetss and money must be paid into a9 special bond account
for the benefit of such bondss which must be part of the
sinking fund of the state treasury fund structures

{2) Money must be withdrawn from the coal severance
tax bond account and paid to the special bpond fund as

necessary to provide for payment of principal and interest
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on the coal severance tax bonds secured by a pledge of the
special accounts.

NEW _SECTIGN. Section 32+ Continued tax deposit limit
on additional bonds. (1) The legistature shall provide for
the continued assessments levys collections and deposit in;o
the coal severance tax bond subfund of the coal severance
tax whichs together with such other revenues: assetsy and
money as may be deposited to one or more special bond
accounts pledged for the benefit of coal severance tax
bondss will be sufficient to produce an amount that is at
least the amount necessary to pays when dues the amnuai debt
service charges on all outstanding coal severance tax bondse

{2) The board of examiners may issue no coal severance
tax bonds unless the aggregate amount of coal severance tax
bongs outstandinge including the proposed issue and any
other ¢0al severance tax bonds Jauthorized but not yet
issueds can be serviced with no more than two-thirds of the
amual deposits into the Coal severance tax bond subfunds as
determined by the average of the deposits during the
preceding 3 fiscal yearsy, together with the average of the
agyregate amount of revenuessy assetss+ Or money deposited in
ong or more special bond accounts used to pay debt service
on outstanding coal severance tax bonds during the preceding
3 fiscal yearss

{3) The provasions of this section may not be modified
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s0 as to reduce the security for any coal severance tax

bonds while such bonds are outstandings

NEW SECTION. Section 33. Form - principal and
interest —— fiscal agent — deposit of proceeds. {l) Each

series of coal severance tax bonds must be issued by the
board of examiners oat public or private saley in such
denominations and formy whether payable to bearer or
registered as to principal or both priancipal and intereste
with such provisions for the conversion or exchanges bearing
interest at such rate or ratess maturing at such times not
exceeding 40 years fFrom date of issuee subject to redemption
at such earlier times and prices and upon such noticey and
payable at the office of such fiscal agency of the state as
the board of examiners shall determine subject to the
limitations contained in [sections 24 through 42].

(2} In all other respects the board of examiners is
authorized to prescribe the form and terms of the bonds and
shall do whatever is lawful and necessary for their issuance
and paymente

{3) Coal severance tax bonds and any intervest coupons
appurtenant thereto shall be signed by the members of the
board of examinerss and the bonds shall be issued under the
great seal of the state of Montana. The bonds and coupons
may be execvted with Facsimile signatures and seal in the

manner and subject to the limitations prescribed by 1awe The
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state treasurer shall keep a record of all such bonds issved
and soldas

(4} The board of examiners is authorized to employ a
fiscal agent to assist in the performance of its duties
hereynders

{5} A1l proceeds of a state of Montana coval severance
tax bonds issue shall be deposited in a bond proceeds and
insurance clearance fund account established for that bond
issues except that any premiums and  accrued interest
received shal!l be deposited in-a sinking fund account
established for that bond (ssuee

NEW SECTEUN.  Sectiom 34a Trust indenturea In the
discretion of the board of examinerss a series of coal
severance tax bonds may be secured by a trust indenture by
and between the board of examiners and a trustees which may
be any ‘trust «company or bank having the powers of a trust
company within or outside of the State. Each trust indenture
or an executed counterpart thereof shall be filed in the
office of the secretary of state of Montanae. The filing of 2
trust indenture or an executed counterpart thereof in the
office of the county clerk of the county in which the
property covered by the trust indenture is located is
constructive notice of its contents to all persons from the
time of the filinge an¢ the recording of the trust indenture

of R its contents is NOt necessary.
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NEH_SECTION. Section 35« Provisions for protecting
bondholderss Either the legislative act providing For the
issuance of coal severance tax bonds or the trust tadenture
may coentain pravisions for protecting and enforcing the
rights and remedies of the bondholders as are reasonables
propery and not in violation of laws including covenants
setting Fforth the duties o¢f the statey the board of
examinersy and the departmentss boards» or agencies of state
government in relation to the acquisitions <constructions
improvements maintenances operations repairy and insurance
of the prcjects financed with the proceeds of coal severance
tax bonds and the custodys safeguardinge and application of
all moneys The TRUST indenture may set forth the ri hts ang
remedies of the bondholders as is customary in trust
indenturess deeds of trustsy and mortgages securing bonds or
debentures of corporationsa No enumeration of particular
powers granted by this section impairs any general grant of
power contained in [sections 24 through 42].

NEW_SECTIGN. Section 36. Personal liability — suit
ta compel perfurmances (1} The members of the board of
examiners and officers and employees of the departmentssy
boardss or agencies of state quvernment are not personally
liable or accountable by reason of the issuance of or on any
co3l severance tax bond i1ssued by the board of examinerse

(2) Any holder of coal severance tax bonds or any
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person or officer being a party in interests Subject to any
applicable coeal severance tax agreements or JRUST
indenturess may sue to enforce and compel the performance of
the coal severancé tax bond provisions’ as set out in
[sections 24 through 42]e

NEH_SECTION. Section 37 Neqgotiability of bondsa Coal
severance tax bonds issued are negotiable instrumeats under
the Uniform Commercial CLodes subject only to the provisions
for registration of bonds.

NEW_SECTION. Section 38. Signatures of board members.
In the case any member of the board of exaainers whose
signature appears on coal severance tax bonds or coupons
ceases to be a member before the delivery of the bondss his
signature is nevertheless valid and sufficient for all
purposess the same as if the member mhas HAD remained in
office until deliverye

NEW_SECY[OM. Section 3%. Refunding obligations. (1)
The state board of examiners may provide for the issuance of
refunding obligations for refunding any obligations then
outstanding that have been issued under [sections 24 through
42]e including the payment of any redemption premium and any
interest accrued or to accrue to the date of redemption of
the obligations. The issuance of refunding obligaticnse the
maturities and other details, the rights of the holderss and

the rightse dutiesy and obligations of the state are
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governed by the appropriate provisions of [sections 24
through 4Z3J that relate to the issuance of obligations.

{2Z) Refunding obligations issued as provided in
subsection (I) wmay be sold or exchanged for outstanding
obligations i1ssued under [sections 24 through 42}e The
proceeds wmay be applied to the purchases redemptions or
payment of outstanding obligations. Pending the application
of the proceeos of refunding obYtigationsy with othaer
available Ffundss to the payment of principaly accrued
interests and any redemption premium on the obligations
being refunded ands iF permitted in the resclution
autherizing the issuance of the refunding obligations or in
the trust agreement securing themy to the payment of
interest on refunding obligations and expenses in connection
with refundings the proceeds may be invested as provided in
Title 17y chapter 6.

NEW SECTION. Section 40. Pledge of the state. In
accordance with the constitutions of the United States and
the state of Montanas the state pledges that it will Aot in
any way impair the obligations of any agreement betseen the
stote and the holders of notes and bonds issued by the
statee

NEW_SECTION. Section &4la Tax exemption of bonds —-

Tegal investmentse (1) A}l coal severance tax bondss their

transfery and their incomer including any prafits made on
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their sales are exempt from taxation by the state or any
poltitical subdivisions or other instrumentality of the
states excepting inheritances eStates and Qift taxes.

{2} £oal severance tax bonds are legal investments for
any person or board charged with investment of public funds
and are acceptable as security far any deposit of public
noneys

NEW_SECTION. Section 42« Limitation on amount of coal
severance tax bonds ijssueds No more than $56€ 3$250 wmillion
worth of coal severance tax bonds may be issued for water
development projects and activitiesy--—other---capitad
improvemsentsy-and-econonic-development.

Section 43e. Section 15-35-108s MCAy is awmended to
read:

"15-35-10Bs Disposal of severance taxese Severance
taxes collected wunder the provisions of this chapter are
allocated as follows:

(i) To the trust fund created by Article IXs Section
Sy aof the Montana constitutions 25% of total collections a
yeara. After December 31y 1979y 50% of coal severance tax
collections are allocated to this trust fund. The trust fund
moneys shall be daposited in the fund established under
1T-6~-203{5) and investad by the board of investments as
provided by 1awe

{2) Coal severance tax <collections remaining after

=36~ SB 409
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allocation to the trust fund under subsection (1) are
allocated in the following percentages of the remaining
batance:

{a) to the county in which coal is minaedy 2% of the
severance tax paid on the coal mined ip that county until
January 1ls 1980y for Such purposes as the governing body of
the county may determine;

{by 2 1/2% wuntil December 31y 1979 and thereafter 5%
to the earmarked revenue fund toc the credit of the
aslternative energy research development and demonstration
account;

(c) 26 172% until July 1ty 19799y and thereafter 37 1/2%
to the earmarked revenue fund to the credit of the local
impact and education trust fund account;

(d}y foar each of the 2 fiscal years following June 304
1977+« 13% to the earmarked revenue fund to the credit of the
coal ares highway improvement account;

{e) 10% to the earmarked revenue fund for state
equalization aid to public schools of the state;

(f) 1% to the earmarked revanue fund to the credit of
the county land planning account;

(g) 2-%r2% 1 _1/4% to the sinking fund to the credit of
the renewable resource development bond account;

{h} 5% to the earmarked revenue fund to the credit of

a trust fund for the purpose of parks acqguisition or
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managements protection of works of art in the state capitole
and other cultural and aesthetic projects. Incame from this
trust fund shall be appropriated as follows:

{1) 1/3 For protection of works of art in the state
capitol and other cultural and agsthetic projects; and

tit) 2/3 for the acquisition of sites and areas
described in 23-1-102 and the operation and maintenance of
sites SO0 acquired;

(i) 11X to the earmarked revenue fund to the credit of
the state library commission for the purposes of providing
basic library services for the residents of all counties
through tibrary Federations and for payment of the costs of
participating in regional and national networkingi

{j} L is4% to _the sinking fund to_the credit_of_ the

water development_sinking account;

+31(k) a1l other revenues from sever ance taxes
collected under the provisions of this chapter to the credit
of the general fund of the state."

Section 44. Section 15-38-202s MCAy i5 amended to
read:

*15-38-202. Investment of resource indemnity trust
account — expenditure -— minimum balance. 1) ATl moneys
paid into the resource indemnity trust account shall be
invested at the discretion of the board of investments. A1)

the net earnings accruving to the resource indemnity trust
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account shall annualliy be added thereto until it has reached
the sum of %10 willione. Thereafters only the net earnings
may be appropriated and expended until the account reaches
3100 millione Thereaftere all net earnings and all receipts
shall be appropriated by the Jlegislature and expendeds
provided that the balance in the account may never be less
than SEU0 milliona

{2)_ _Beginning_in_Fiscal year 1982y provided the amount

in_the resource_trust account is_areater than__$10 wmillions

30% _of _the_interesy income of the resource jodemnity trust

account pust be allocated to water development ecarmarked

account created by Isection_5]."

Section 45%. Section 85-1-301s MCAs is amended to read:

ngs5~1-301. Water conServation revenue bondse (1] YThe
board is hereby authorized to provider by resolutions at one
time or from time to times for the issuance of water
conservation revenue bonds of the state for the purpose of
paying the costs as hereinabove definedes Of any one or more
such public works, the principal and interest of which bonds
shall be payable solely from the special fund berein
provided for such paymant. Such bonds shall wmature at such
time or timesy not more than 40 years from theiv date or
datese as may be fixed by such resolution but may be made
redeemable before maturity at the option of the states to be

exercised by the boarde at such price or prices and under
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such terms and conditions as way be fixed by the board prior
to the issuance of the bonds. The board shall getermine the
rate of interest such bonds shall bearr-not-exceedirg-cX~per
smnumi the time or times of payment of such interesti the
form of the bonds and the interest coupons to be attached
thereto; and the manner of executing the bonds and coupons
and shall fix the denomination or denominations of the bonds
and the place or places of payment of principal and interest
thereofs which may be at any bank or trust company within or
without the state.

{2} Provisions may be made for the registration of any
of the bonds in the name of the owner as to principal alone
or as to both principal and interest. The bDonds authorized
under the provisions of this section and ©65-1-303 may be
issued and sold from time to time and in such amounts as may
be determined by the boards and the beasrg may sell the bands
in such manner and for such price as it may determine to be
for the best interests of the statev-but—ne-sweh-sade-—shatd
be--made-far-inag—than-a-price—whithy-computed-with-retation
to-the-apsotute-naturtty-of-the-—bonde-——ra——aecordance--with
standard-tobies—of-Sond-valtvesyr—nidi—show-a-net-reecurn-of-ok
per——annum--te-—-the—porchaser—upon-the-smount-paid-therefor.
The proceeds of such bonds shall be wused solely for the
payment of the cost of the works and shall be checked out in

such manner and under such restrictionss if anys as the
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board may provides

{3) Each resolution providing for the issuance of
bonds shall set fForth the project or projects for which the
tonds are to be 31s55ueds and the bonds authorized by each
such resolution shall constitute a separate seriess The
bonds of each series shall be identified by a series letter
or letters and may be sold and delivered at one time or from
time tS time."

Section 45. Section 85-1-332+ MCAs is amended to read:

"85-1-332. Disposition of moneys coliectede $+} For
the purpose of carrying out the provisions of this chapter
and such other water resource authoritys powerss and duties
as are conferred upon the department by laws the following
moneys shall be deposited in the earmarked-revemre—fond—faor

the--gse——of——the-——department water developwent earmarked

account created by [section_35]:

+a1{l} al? sums of money donated or contributed by the
federal government or any department or agencies thereof;

tb¥[2) a1l giftse donationsy Dbequestsy and devises
made to the state therefor and proceeds of the sale thereof;
and the proceeds of the sale or redemption of and the
interest earned by the securities purchased or acquired with
money received under this subsection;

fc3(3) all reimbursements for money advanced for the

payment of the assess®ments upon states school-granteds and
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other public lands for the improvement thereof as provided
by law;

td¥+(4) all reimbursements for money advanced for the
investigation and survey of reclamations electrifications
and vrehabilitotion Systems or projects proposed to be
financed in whole or in part by the reclamation eof lands and
dikinge drainages and diking and drainage dams for
conservation cof water to be used in reclamation of land or
stock resarvoirs or for the constructions wmaintenance» and
operation of plants or projects For the manufacture or
distribution of electric current;

te} {5} all reimbursements for <costs of surveys and
investigations for moneys advanced to ctountiess citiess or
towns or their proportion of the cost thereof or from any
other sourcesw;

+23~~Fhe-fottowing-shall—be-—depasited-—in—-the--state
general—Ffunds

tayr({6) except as _otherwise provided by lawe all income

or profit and revernue of the works and al) money received
from the sale or disposal of waters use of water, water
storager or other sarvice and from the operations lease,
salees or other dispesition of the workss propertys and
facilities acquired under this chapter; and

tb+(7) except as__otherwise provided by _lawy all sums

received by the department for the wuse of electricity in

—g2- SB 409
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excess of the maintenance and operation of the
electrification system or project."

Section 47« Section 90~2-10l+ HMCAs is amended to read:

*90-2~1Gls Policy and purposes (1) In the development
of the natural resources of the state, it is essential to
distinyguish between those which are and those which are not
renewable; to make proper charges through taxation and
otherwise for the depreciation of nonrenewable resourcess
and to invest a proper proportion of the tax and other
revenues from naonrencwable resources in the repl acesent
thereof with developments of renewable natural resources
that will preserve for the citizens the benefit of the
state’s napural heritage and to ensure that the guality of
existing public resources such as lands oire watery Ffish,
wildlife, and recreationag} opportunities are not
significantly diminished by developments supported by this
part.

{€2) In order to Ffinance such develaopmentss it is
necessary to borrow in anticipation of the receipt of the
revenues SO that replacement will not tag behind
consumptiona The purpose of this part 1s to provide a
procedure For borrowing in the most economical way for this
purposes to authorize the creation of debt to finance the
first stage of the programs and to describe the types of

projectsy loansy and grants to be included in the program.”
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Section 48. Section 90-2-11ly MCA, iS amended to read:

"30-2-111. Grants to divisions of state governmente
(1) The department of natural resources and conservation may
recoamend to the governor that grants from the renewable
resource development account provided fFor by this part be
made to any departments agencys boards commissions or other
division of state government.

kz; The department s<hall solicit and consider in jts
evaluation of proposed projects the views of interested and
affected departmentsy boardss agenciesy and other
subdivisions of state and federal government ond of other
interested and affected perscnse

{3) The gowvernor shall submit those grant propusals
having his approval to the legislature by the 20th oy of
any legislative sessions Those grant proposals approved by
the legislature shall be administered by the department.

{4) The grants provided for by this section may be
made Ffor the purchases leasesy or construction of projects
for the conservations managements utilizations developments
ar preservation of the lands watery fishy wildlifes
recreationals and other renewable resources in the state;
for the purpose of feasibility and design studies for such
projects; for development of plans for the rehabiljtotions
expansiony or modification of existing projects; and for

such other and further similar purposes as the legislature

—dyfymn SB 409
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Ay approvee

{5) TVhe department may adopt rules as required to
govern the terms and conditions for making grants pursuant
to this sectione"

Section 4%. Section 90-2-124y MCAsy is amended to read:

*90-2-12%. Appropriation of coal severance tax. The
state pledges and appropriates and directs to be credited to
the sinking fund accounts as receiveds 2Z-172% 1_1/4% of al!}
money from time to time received From the collection of the
sevarance tax anc redmaining after allocation of such tax to
the trust fund established under section 5. Article IX, of
the Montana constitution and such additional amount thereofs
if anys as may be required from time to time to provide
sufficient funds for the purposes stated in 90-2-123(2;}»
provided that no mare than 2-dy2% 1 _174% of such tax
collections shall be deemed to be pledged for the purpose of
F-2-121(3)."

Section S0. Codification instruction. Sections 1, 2,
and 4 through 23 are intended to be codified as an intagral
part of Title 8%y chapter iLe and the provisions of Title 85,
chapter ly apply to sections ls 2y and 4 through 23.

Section S5le Severabitity. If a part ofF this act is
invalide a1l valid parts that are severable from the invalid
part vremain in effectes If a part of this act is invalid in

one or more of 1ts applicationss the part remains in effect
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in all valid applications that are severable from the
invalid applicationss

Section 52. Repealer. Sections 85-1-333 and 85-1-334.
MCAs are rapealed.

SECTION 53+ COCROINATION INSTRUCTION. (1) THE BONDS

AUTHORIZED UNDER [SECYION 29] MAY NOT_BE ISSUED UNLESS:

(A} HB [LC_ 14777 15 _PASSED AND_ _APPROVED BY A

THREE-FOURTHS VOTE OF EACH HOUSE OF THE LEGISLATURE; OR

(B) _ANOTHER BILL AUTHORI Z ING THE DEBTS AND

APPROPRIATING TYHE _FUNDS PLEDGED FOR__THEIR REPAYMENT IS

PASSED AND APPROVED B6Y A THREE-FOURTHS _VOTE OF EACH HOUSE_OF

THE LEGISLATURE.

f2) IMN ADDIYION 19 _THE REQUIREMENTS OF SUBSECTION_ {1l)v

TJHE LEGISLATURE MUST SPECIFICALLY APPROVE EACH_ PROJECTy_ _OR

ACTEVITYy——EAPEFAL-IMPROVENENF-OR—IFEM-BF-DEVELOPMENT BE FORE

THE _BONDS_TO_FINANCE _THAT__PROJECTy OR__ACTIVITYw——CARPERAL

IMPROVEMENTy-BR-_FTEM-OF -BEVELBPMENY MAY BE_[SSUED.

£3) _THE BONDS AUTHORIZED UNDER_[SECTION 18] May NOT BE

ISSUED UNLESS A BILL_ AUTHORIZING THE DEBY CREATED BY_ THE

SALE OF THE BONDS AND_APPROPRIATING _THE__FUNDS_ _PLEDGED _FOR

THEIR REPAYMENT IS _PASSED AND_APPROVED _BY IWO-THIRDS VOTE OF

EACH HOUSE UF_THE LEGISLATURE.

Section S54a. Effective datee This acts except for
sections 4y %3y and 49y is effective July 1, [I%8le Sections

4+ %3+ and 49 are effective July l+ 1933,

- 66— $5 409
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April 3, 1981

WATER COMMITTEE AMENDMENTS TC SB 409
That Senate Bill 409 be amended in its third reading copy as follows:

1. Page 3, line 8.

Strike: "HIGH" ‘

Insert: "the highest"

Following: "“PRIORITY"

Insert: "unless a water development project or activity designed
to accomplish another objective is demonstrated to be more beneficial
to a greater number of people"

2. Page 14, line 10,
Feollowing: "and'
Insert: “and"

3. Page 14, line 14.
Strike: "+ AND"
Insert: "."

4, Page 14, lines 15 through 17.
Strike: subsection (6) in its entirety

5. Page 15, lines 2 and 3.
Strike: Yor in starting a .new business"

6. Page 15, line 4.
Following: "ownership"
Insert: "and operation"

7. Page 17, line 15,
Following: "made" _
Insert: "or 25% of the total project cost, whichever is less"

8. Page 25, lines 24 and 25.
Strike: ", other capital improvements, and economic development"

9. Page 26, lines 10 and 11.
Strike: ", other capital improvements, and economic development"

10. Page 26, lines 18 and 19.
Strike: "but are not limited to"

11, Page 28, lines 22 and 23,
Strike: ", other capital improvements, or economic development"

12, Page 28, line 25 through page 29, line 1.
Following: "PROJECT" on line 25

Strike: ","

Insert: "or"

Following: "ACTIVITY" on line 25

Strike: ", OTHER CAPITAL IMPROVEMENT OR OTHER ITEM OF DEVELOPMENT"

13. Page 29, line 2,
Following: "BY"
Insert: "a two-thirds vote of each house of"



WATER COMMITTEE AMENDMENTS TO SB 40% (cont.) 4/3/81 page

14, Page 36, lines 6 and 7.
Strike: ", other capital improvements, and economic development."

15. Page 46, line 9.
Following: "“PROJECT"
Strike: *, "
Insert: "or"

16. Page 46, line 10.
Strike: ", CAPITAL IMPROVEMENT OR ITEM OF DEVELOPMENT"

17. Page 46, lines 11 and 12,

Following: “"PROJECT"

Strike: ","

Insert: "or"

Following: "ACTIVITY"

Strike: ", CAPITAL IMPROVEMENT, OR ITEM OF DEVELOPMENT"




