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)'larch 21, 1981 

March 23, 1981 

March 24, 1981 

March 25, 1981 

SENATE BILr. NO. 409 

INTRODUCED BY MANNING, GALT 

BY RBQUES'l' OF THE C.OVERNOR 

IN THE SENATE 

Introduced and referred to 
Committee on A9riou1ture, 
Live•tock, and Irrigation. 

Fiscal note requested. 

Fiscal note returned. 

Committee recommend bill do 
paaa as amended. Report 
adopted. 

Statement of intent attached. 

Bill printed and placed on 
membera• desks. 

Motion paae consideration. 

On motion taken from second 
reading and rereferred to 
Committee on Taxation. 
Motion atlopted. 

Committee recommend bill do 
pass as amended. Report 
adopted. 

Bill printed and placed on 
members• desks. 

second reading, do pass. 

Correctly engrossed. 

Third reading, passed. 
Ayes, 431 t~es, 6. 
Transmitted to House. 
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April 6, 1981 
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April 16, 1981 

IN THE HOUSE 

Introduced and referred to 
Select Coamittee on Water. 

COM•ittee recommend bill be 
concurred in as amended. 
Report adopted. 

Second reac'.ling, concurred in. 

on motion rules suspended and 
bill placed on third reading 
thb day. 

Third reading, concurred in 
aa amended. Ayes, 931 Noes, o. 

IN THE SENATt 
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Returned fro. House with 
amend~~ents. 

Second reading, amendments 
concurred in. 

Third readin9, amend••mte 
concurred in. Ayes, 50r 
Noes, o. sent to enrolling. 

Reported correctly enrolled. 
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INTRODUCED BY , ·-

A Bill FOR AN ACT ENTITLED: RAN ACT TO CREATE A WATER 

DEVELOPMENT PROGRA~; ESTABLISHING A LOAN AND GRANT PROGRAM 

FOR WATER DEVELOPMENT PROJ~CTS AND ACTIVITIES; ESTABLISHING 

AN EARMARKED WATER DEVELOPMENT ACCOUNT; ALLOCATING A PORTION 

OF THo COAL SEVERANCE TAX PROC~EDS; ALLOCATING A PORTION CF 

THE INTEREST INCOME FROM THE RESOU:<Cc INOE.~N!TY TRUST 

ACCOIJNT; CREATING AUTHO~ITY FOR WATER DEVELOPMENT ~!J'>IDS; 

CREATING AUTHORITY FOR COAL SEV~RANCE TAX TRUST FUND BONOS; 

LIFTWG THE lf<TEREST CEILING ON wATER CONSERVATION REVENUE 

E;O~OS; .AMENDING SECTIONS 15-35-106, 15-38-202, 85-1-102, 

85-l-301 0 65-1-332, 90-2-101, 90-2-111 0 ANO 90-2-124, MCA; 

REPEALING SECTIONS 85-1-333 AND 85-1-334, MCA; AND PROVIDING 

EfFECTIVE DATES.R 

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

bEK-SftilQHs Section 1. Purpose and policies. (1) The 

lagislature finds and declares that in oraer that the people 

of Montana may enjoy the full economic and recreational 

benefit5 of th~ state•s water resources, the stete must 

establish this lonq-term water development program providing 

financial and adiDinistrative assistance to ?rivat~t local, 
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and state entities for water resource development projects 

and activities. 

t2) The purpose of the water development program is to 

further the state•s policies, set forth in 85-1-101, 

regarding the conservation, development, and beneficial use 

of water resources. 

(3) The legislature recognizes that water is one of 

the most valuable and important renewable resources in 

Montana; therefore, it is appropriate that a portion of the 

taxes on the removal of nonrenewable resources be dedicated 

to the conservation, development. and beneficial use of 

water resources. 

(4) The development of water resources is of a high 

priority because a large portion of ~ontana•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 comprehensive• 

coordinated• multiple-use water resources olan known as the 

"state water plann. 

Hfh-Sf'IlO~a Section z. Objectives. The depart111ent 

shall administer a Wo'lter develop.n~nt prugra111 to accotr.pl ish 

such objectives as rehabilitation of state-owned water 

projects and works; promotion of private, local government, 

and state water development; development of water-based 
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recreation ana the protection of water resources for the 

benefit of agriculture, flood control. and other uses; 

development of offstream and tributary storag~i and 

development of state-tribal~ state-federal, and 

state-tribal-federal ~ater projects. The wat~r Qevelopment 

program is the key impleaentation portion of the state water 

plan and shall be administered to accomplish the objectives 

of the plan. 

Section 3. Section 85-I-IC2 9 MCA, is amended to read: 

•ss-1-102. Definitions. Unless the context requires 

otherwise, 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 construction; 

the cost of a11 

franchises acquired 

construction; the 

1 ands., 

which 

cost of 

propertyy rights., easer-ents, and 

are deemed necessary for the 

all water rights acquired or 

exercised by the department in connection with those works; 

the cost of all machinery and equipment. financing charges., 

interest prior to and during construction and for a period 

not exceeding 3 years after the completion of construction; 

cost of engineering and legal expens€S• plans, 

specifications, surveys., estimates of cost, 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 as may be necessary or 

incident to the financing herein authorized ana the 

construction of the works and the placing of the same in 

operation. 

(3) •Department• means the department of n;:;.tural 

resources and consErvation provided for in Title 2, chapter 

15• part 33, 

(4) •owner• 11eans all individuals, i rr i c;,ati on 

districts, drainage districts. flood control districts• 

incorporated coapanies, societies, or associations havinq 

any title or interest in any properties 9 rights• easements, 

or franchises to be acquired. 

~Priyate gersgn! ___ _meaos any jn~Laual~ 

~socjatign. _partnecsbjpt corpor?t~--OL----~ 

D.QlliiW(I:LDIII.eDta) ept I ty llll1-.£l.Ui.i.lllL-liu: __ ill.aDL-.im.d--~.illlt..i 

under (section 6J_h~es not jnclud~-~~wental ~LLi¥ 

.iliS:.b __ ..a.:; ap agl:~---llls:..aL-lllll!lUlJIIVQt • O.L-lllllll.i.s:.s:l 

~YW! i y j :;;; j go of the state • tb~Lio..UtlJL~~-illa--SUULDQ 

tberegt, o~~er go~ernmental entitX£ 

fStL21 •Project• means Gny one of the works herein 

defined or any combination of such works which ~re 

physically connected or jointly managed and operated as c 

single unit. 

ill *Public benefits" mea~:tlul~Jll.i..t..S that accrue 

fLQm_a_.llfiltet deyel opment gcaJect or actb;:.i.t.x-_;t,Q__p.eunn.s 
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~_:t.ban the prj yate graot__JU:_l.D.aD-t.~Jll.e..at-aw1~ 

enhance the common well:Qgjng gf the ~Qls__gf__!gntaoas 

fub!lc benefits_ Joclyde but a~ not lim~-XQ~at~ 

tlggd cgntrgls-eLQsioo reduction, agricyltyral flggg~mgge 

reductj.QQ.s_~-~!L¥ eobao~nt. sedl•eot L~~l.QJl~ 

a£~-XD---~~eation opportunjtje$• _ang ____ ~i!Qli!e 

conseryatlgn. 

LB..l..-!!~ deyel opment -~La0£.e_-a££1:lu.n:t.!.__IIU!aQ.S__a 

:o&lblt:a:t . .._ac.=t..ueated by [ selliwl 1 B] >< i :t.hla_:th"-lum<L.aLUI 

i.MlLt.iUI~-ll5UD!::e-fJiw;j.JIL:tll!l_!W!:t..!!_~Ji.!.U.lt~-~~ 

!~~_under the_g,~ions gf tb§ water dByelQQm~i-RLQgL~W 

1.a-A>ae~.._l=.al_gQJU1LIIliWIU~ruL-wUllil::>ll--Ji.UIUllylli.lJ:>Il!; 

of the state, _w:l~iltL-Jl.e:LS.QJlS.~--'lWL.-.a~ otber-£l..Utl1U..e 

reel p j eats from gr~e.C~L.boo£1~.5.S.••ed unde.L (sect j AJls__l..s, 

l..&-ALUI--L.tllLg~UJil-ZJJ· 

.L..il.__!!~_deyel opJDf!Dl._ai;tilit.C-_me,.a~an act j.a.n._g.r. 

lU~QI:.illlL1J:l~.t..QUUll.~water-bas.e..d-~at ion or ;tQ. _ _QL~~t--O.t 

en.tla.Ds;.iL-lll.Qter cesources for--t.b.f:_tu:nefj t of a.Q£.1.kul:tUJ:.As. 

flood cgQlLgJ, or othgr uses, !~luQlng but ~-liml~~--~g 

~~ purpose§ as the promotion of-effikient-U~e_a!--ateL-io 

.a,gLiC.Ul~__:tbi!~yemgnt of.JI.iil.i£~~0 age i c••l.tJ.U:..e 

ang_g~oonpojot_~£~~£~rpmotion of~a~ec=~ 

UUi>iUlgJh__J;.be_ coot r a 1 -llf.._eJ:il.illlll--ll.f __ Ji.1Le.a.m.ballll_-Aw;l 

!::QQJ;.r;<>l. ___ gf__.:;e~lll>!l:t.a:t.illJ:L__of r i vers..__aw:L~~--ALUI 

~log greater 1~1 and sta~ control of !go~~-~ 
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La$0U~~eL__develgpment activitjes max- prpyide aax 

~natiga_Qf_marketable and ooomarkgtable benefits. 

ClPl •water ~eyelopment earmarked~~__mean~ 

~parate ~unt created by [~igo 5J withjn the earma~ 

revenue _fitwL_Jtl-1bi:-.:atate treasury for the purposes of the 

llta:teL~!Wmell:LilLIUILilll-~e:l;._f.oUIIJILhel:::tl!UL-2J.. 

.LUJ.-!!ila.ter deyelggm~n:t..I!Lll.iel:::t!-•l!ai!Ji.--ll--llLJlJ.el:::t__a:; 

.d..efl..o..e:O jo subsectjon f6\, except that water deyelopQWnt 

projects ,w:_ operate~ 

:t.IHL~iiL:Uleo:t. 

.Ll.Zl-!!llat.ll.L __ .IWI~o.t sjoking account" meaos__a 

ag.aca.t.L~coynt cre.atti(_b_J_.U~.i.mL.1J_withjn _t.bJL sjnking 

f.uod of the s:t.a:te___J;.r;e.as.J.Io_...t.Jl __ ~ __ w;e!l __ ii.i-lll:llvl~ 

Oel::.t.iJlll_ZJlJ.. 

f6tL1Jl •works• eeans all property 9 rights, easements, 

and franchises relating thereto and deemed necessary or 

convenient for their operation and all water rights acquired 

or e~ercfsed by the department in connection with those 

works and includes all means of conserving and distributing 

water, including, without limiting the generality of the 

foregoing, reservoirs, dams, diversion canals, distributing 

canals,. 

ditches 

waste canals, drainage canals, dikes. 1 ateral 

and pumping units, mains, pipelines, and waterworks 

systems and includes all such works for the conservation, 

development, storage, distribution, and utilization of 

-6-
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water• including without limiting the generality of the 

£oregoinq, works for the purpose of irrigation, flood 

drainage, fish and wildlif~, recreation, prevention, 

development of power, watering of stock, supplying of water 

for public, domestic, industrial, or other uses and for fire 

protection.• 

KftiLSEtilD~s Section 4• Water development sinking 

account created -- coal severance tax allocated. (1) There 

is created a ~ater development sinking account within the 

sinking fund established in 11-2-102. 

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

credited to the water development sinkinq account• as 

received, 1 1/4~ of all money fro• ti~a to time received 

from the coal severance tax collected under Title 15 9 

chapte~ 35, and remaining a~ter allocation of such tax to 

the trust fund established under Articl2 IX, section s, of 

The Constitution of the State of Montana. 

KfK_SEtiiOH. Section s. Water development earmarked 

account created revenues allocated 1 imitotions on 

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

development earmarked account within the earmarked revenue 

fund established In 17-2-102• 

(2) There shall be paid into the water development 

earmarked account: 

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

-7-
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p~ovided in 85-1-332; 

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

inde•nity trust account as provided in and 

conditions of 15-38-202; 

subject to the 

(c) the excess of the coal severance tax proceeds 

allocated by [section 4] 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 

subject to the following conditions: 

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

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

appropriated for the operation and maintenance of 

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

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

greater than that· necessary for operation and maintenance 

expenses• the excess may be appropriate~ as provided in 

subsection (3)(b]. 

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

account from the resource indemnity trust account plus any 

excess from subsection (3)(aJ and only that amount may b~ 

appropriated from the account for: 

(i) the rehabilitation of state-owned projects and 

works, including the rehabilitation of spillways of 

-8-



1 

2 

3 

4 

5 

6 

7 

a 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1325/01 

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 

state-owned dams; 

(iV) assistance in 

reservations established 

districts; 

the implementation of the water 

under 85-2-316 of conservation 

(v) the promotion of thP. development of offstrea~ and 

tributary storage; 

(vi) the promotion of joint state-tribal, 

state-federal, and state-trib~l-federa1 water development; 

(vii) administrative expenses, including but not 

limited tc the salaries and expens€s of personnel, 

equipment. office space, and other necessities incurred in 

the administration of the water development program except 

the administration of loans and grants; and 

(viii) any other expenditures that meet the policies 

and objectives of the state water development program. 

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

account from the water development sinking account and only 

th2t amount may be dppropriated from the account for loans 

and grants for water development projects and activities and 

for administrative expensesy including but not limited to 

th-= salar-ies and expenses of personnel, equipment, office 
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space' and other necessities incurred In administering the 

loans and grants. 

~SftllQHa Section 6. Grants and loans to state and 

local governments. (1) The department may reco11mend to the 

legislature that grants and loans be made from coal 

severance tax proceeds deposited in the water development 

ear~arked account and loans be ~ade from water develop~ent 

bond proceeds deposited in the water development clearance 

account to a department, agency• board9 commission• or other 

division of state government or to a city9 county, or ether 

political subdivision or local government body Of the state. 

The legislature may approve by appropriation or other 

appropriate means those grants and loans 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 purchase, lease, development, or 

construction of water development projects and activities 

for the conservation9 manaqe~r.ent 9 use, developiDent, or 

prot~ction of the water and related agricultural• land 9 

fish. wildlife, and water recreation resources in the state; 

for the purpose of feasibility and design studies for such 

projects; for development of plans for and th~ 

rehabilitation9 expansion• and modification of water 

development projects; for other water dev~lopment projects 

and activities that will enhance the water resources of the 

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

KfW_SECIIQ~· Section 1. Grants and loans to private 

persons. (1) To encourage the construction and development 

of ~ater development projects and activities 9 the departm@nt 

may ~ake grants and loans to private persons from funds 

appropriated from the water development ~armark~d account 

and may make loans to private ~ersons from the water 

development clearance account• 

(2} The department shall publicize the statutes and 

rules governing grants and loans to private persons for 

water developMent projects and activities, set and publicize 

application deadlines, and accept applications for grants 

and loans. 

(3) The department shall review, evaluatey and select 

water development projects and activities for which grants 

or loans may be awarded. 

NEW SECTION. Section 8a Division of funds between 

water development projects ana activities. (ll The 

department shall recommend• to the extent possibley that 

water deve_l opment projects and water development activities 

be funded equallv when making recommendations to the 

legislature on loans and grants for state and local water 

development under [section 6]• 

(2) The department shall, to the extent possible 9 in 

approving grants and 1 oans to private persons fund wate.r 

-11-
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development projects and water development ectivities 

equally. 

NEW SECTION. Section 9· Applications for grants and 

loans to private pe~sons. (1) A private person may apply for 

a grant or loan to finance a water development project or 

activity to be constructed, developed, and op~rat~d in 

lolontana. 

C2J An application for a loan o~ g~ant must be in the 

form prescribed by the board and contain or be accompanied 

by any info~mation necessary to adequ~tely 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]• 

tifM_SECTI~. Section 10• Eligibility for a loan or 

grant to a private person. The department may not award a 

grant or loan to a private person unless the department 

finds, based on the application and t~e departm€nt•s 

investigation and evaluation of the proposal, that: 

(1) the proposed water development project or 

activity: 

Cal will promote, enhance, or advance the purpose, 

pcl~cies 9 and objectives of the water development program; 

Cb) will be constructed, developed, and operated 

within the state of Montana; 

(c) will be econoa~ically feasible. (A project or 

-12-
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activity is economically feasible If the project benefits 

exceed the project costs. The depart•ent shall c~nsider both 

tangible and intangible benefits and costs in calculating 

economic feasibility.) 

(d) will be an efficient use of natural resources 

including water, energy, land, and air. (An efficient use is 

one that minimizes waste.) 

(e) Hill provide multipurpose facilities to the extent 

practicable; 

(f) will comply with statutory and r-a:gul <3tory 

standards protecting the quality of resources such as air, 

water. landt fish, wildlife, and recreational opportuniti~s; 

(g) will provide associated public benefits in 

addi-tion to any private benefits the proj0ct 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 adequate financial resources to 

construct, operate9 and maint~in the water development 

project or activity. The department shall consider financial 

resources from any source for which the applicant has 

qualified, includinq a water development grant or loan. 

(3) the applicant holds or can acquire all necessary 

lands9 other than public lands, and interBsts therein and 

water rights necessary for the construction, operation, and 

-13-
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~aintenance of the proposed water development project or 

activity; 

(4) if the application is for a loan, 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 developm~nt project or 

activity; and 

(5) if the application is for a grant, 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. 

~--Sf~• Section 11. Evaluation of grants and 

loans to private persons. 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 considered. 

(2) A water development project or activity that will 

be used as part of a family Tarm or in starting a new 

business shall be giv€n preference. A family farm is one 

devoted primarily to agriculture under the ownership of a 

resident Montana fa~ily. 

(3) A water development project or activity that will 

-14-
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utilize or develop water reserved under 85-Z-316 shall be 

given preference. 

(4) The department, to the extent practicable, shall 

~ttempt to achieve geographic balance in the promotion of 

water development projects and activities through the 

awarding of loans and grants to private persons. 

(5) The extent to which the water develop~nt project 

or activity ~111 fully utilize water resources and promote 

the conservation and efficient use of the water resource 

shall be evaluated and considered. 

C6) Projects or activities that could not be 

accomplished kithout the assistance of a loan or grant shall 

be given preference. 

(7) The department shall give due consideration to any 

other factor that~ in the department•s judgment, is 

important to the evaluation of the water development project 

or activity in light of the purposes, policies, and 

objectives of the water development program. 

6~ECTION. Section 12. Department to solicit views. 

The department shall solicit and consider in its evaluation 

of proposed projects and activities the views of interested 

and affected departments• boards, agencies, commissions, and 

other subdivisions of the state, including local political 

subdivisions, of the federal government, and of other 

interested and af~ected persons. 
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NEW SECIIDI. Section 13. Rulemaking 

board shall adopt rules: 

authority. The 

(1} prescribing the ~orm and content of applications 

for grants and loans; 

(2) governing the application of the criteria for 

a~arding loans and grants to private persons; 

(3) providing for the servicing of loans 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 

qrants and loans, the security instruments, ana the 

agreements necessary. 

~~ Section 14· Li~its on lc~ns. (1) No loan 

for a water development project or activity may be m~de frolf, 

the water development ear10arkeo or c 1 eara,,ce :tccount that 

exceeds the least of $10o,ooo, 10~ of 

funt!s potentially availoble for 

the estimated total 

loans In the w~ter 

dev~lopme~t earmarked and clearance accounts iil ths '::it:nniua 

in which the loan will be made, ~r BO~ of the fair ~.,'?'rkf':t: 

v~lue of the security given therefor. In d~t~r~ining th8 

fair m~rket v~lue for the security qiven f0r a lo~n7 th~ 

dl?par"t1ilent shall consid~r 'Jppr::tisals ;v:::tdFO> by r;u3l ifi'0:":' 

"''PPrr~ i sers and other factors it considers i mport.ant• 

( 2) Tl"1<.~ period for repayment of 1 oans may not exceed 

30 years. 
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(3) The board shall f~om time to time estab1ish the 

interest rate at which loans may be made under [sections 1, 

z, and 4 through 23]. 

HEW SECTION. Section 15. Limits on grants from water 

development earmarked account• The maximum grant awarded to 

a ~rivate person may not exceed 5t 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. 

~EW-SELI!DHa Section 16. Security interests. 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 st3te. This lien may 

attach to any project facilities, equip~entt easements 7 ~eal 

property, and property of any kind or nature owned by the 

debtor. including all water ri.qhts. The department shall 

file ~ith the county clerk and recorder of each county in 

which a part of the project is located either a fin~nclng 

statement or a real estate mortgage covering the loan. its 

amount, terms, and a description of the security. The 

county clerk and recorder shall record and ind~x the lien as 

other liens are required by law to be recorded and indexed. 

The 1 ien shall be valid until paid in full or otherwise 

discharged. The lien shall be foreclosed in accordance with 

applicable state law governing foreclosure of ~ortqaqes and 
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liens. 

~-iELI!aHa Section 17· Administration of loans and 

grants. The department shall: 

(1) administer the loan and grant program established 

by [sections lt z. and 4 through 23]; 

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

servicing of loans, including arrangements for obtaining 

security Interests; and 

(3) collect reasonable fees or charges for the 

servicing of loans, including arrangements for obtaining 

security interests. 

HZW_Sfkll~ Section 18. Issuing bonds. (1) When 

authorized by the legislature and within the limits of the 

authorization and within the further limitations established 

In this section• the board of examiners may issue and sell 

water development bonUs of the state in the amount and 

mann~r it considers necessary and proper to finance the 

water development loan program. The full ~aith 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 pre!t:iums paydble thereon accordinq to their 

terms. 

(2) Each series of water development bonds may be 

issued by the board of examiners, upon request of the board 

of natural resources and conservation, at public or private 

-18-
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sale, in such denominations and forws 9 wheth~r payable to 

bearer with attached interest coupons or registered as to 

principal or as to both princJpal and interest, with such 

provisions for conversion or exchange and for the issuance 

o~ notes in anticipation of the issuance of definitive 

bonds• bearing interest at such rate or rates, maturing at 

such rate or rates, maturing at such tim~ or times not 

exceeding 30 years from date of issue, subject to optional 

or mandatory redemption at such earlier times and prices ana 

upon such notice, with such provisions for payr.ent and 

discharge by the deposit of funds or securities in escrow 

for that purposet and payable at the office of such banking 

institution or institutions Mithin 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 bonds• the interest rates and the maturities and 

any mandatory redemption provisions thereof shall be 

established in such manner that the funds then specifically 

pledged and appropriated by law to the water development 

sinkin9 account ~~ill in the judgment of the board of 

examiners be received in an amount suffici~nt in each year 

to pay all principal, redemption premiums, and interest due 

and payable in that year with respect to that and all prior 

series of such bonds, except outstanding bonds as to ~hich 
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the obligation of the state has been discharged by the 

deposit of funds or securities sufficient for their P·'lyment 

in accordance ~ith the terms of the resolutions by which 

they are authorized to be Issued. 

(4) In all other r~spects, 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 payment• Such bonds and any int~rest coupons appurt~n~nt 

thereto must be signed by the members of the ~oord of 

examiners. and the bonds must be issued under the great seal 

of the state of Montana. The t'onds anc: coupons may b<:?; 

executed with facsimile siqnatures and seal in ~he ffionn€r 

and subject to the limitations prescribed by law. The state 

treasurer shall keep a record of all such bonds issued ~na 

sold. 

(5) There is created a water developm2nt clearance 

account within the bond proceeds and insurance clearance 

fund established in 17-Z-102• 

(6) All proceeds of bonds issued under this section• 

other than refunding bonds, must be deposited in the water 

development clearance account established in subsection (5), 

£Xcept 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 wcter 

development sinking account and must be applied to the 
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payment, redemption premiums, and interest on the particular 

bond 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 bonds issued under this section as 

directad by the board, 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 me•bers of the board of examiners. 

~kllUK. Section 19. Bond proceeds only fer 

loans. Water development bond oroceeds may be useo only for 

the purpose of making lo~ns as provided in the water 

development program. 

~~ab. Section 20. 

pledge and administration of 

Sinking fund account 

sufficient balance. (1) The 

1 egi sl ature may 1 evyt impose, assess, and pledge and 

appropriate to the water development sinking account any 

tax, charge, fee, rental, or other income frol! any 

designated source. The state reserves the right to modify 

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

other revenues pledged and appropriated to the water 

develo~ment sinking account, provided that the aggregate 

resources so pledged and appropriated are determined by the 

le9islature to be sufficient for the prompt and full payment 
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of the principal of and Interest and redemp~ion pre~iums 

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 paid. 

(2) Money in the water development sinking account 

must be used first to pay interest, principal, and 

redemption premiums •hen due and payable with respect to 

water development bonds; second to accumulate a reserve for 

the further security of such payments, to the amount 

required each month to meet those payments due within 12 

months thereafteri and third to restor~ the reserve to this 

amount after each payment. 

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

has been accumulated In the Mater development sinkinq 

account• money at any time received in the water development 

sinking account in excess of that amount must be t~ansfer~ed 

by the treasurer to the "ater development earmarked account. 

If the balance on hand at any time in the wate~ development 

sinking account is not sufficient to accumulate required 

reserves under subsection (2) and is not restored to the 

required amount within 3 ~onths thereafter f~om funds 

specifically pledged and appropriated to the water 

development sinking account• the treasurer shall tr~nsfer an 

amount sufficient to restore the required balance from the 
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general fund to the water development sinking account. 

N[W SECTIOH. Section 21. Water development refunding 

bonds. (1) The board of examiners may issue refunding bonds 

at such times and in such amounts, if any, as may be 

necessary to pay principal or interest due that cannot be 

paid from funds then on hand in the water development 

sinking account. The board of examiners may also issue 

refunding bonds to refund outstandinq bond3 before maturity 

for the purpose of extending the maturities thereof so far 

as deter~ined by the board of examiners to be necessary to 

assure that the funds then p1edqed to the water development 

sinking account will be sufficient for payment of principal 

and interest due in subsequent years. The board of examiners 

may also issue refundin9 bonds to refund outstanding bonds 

before maturity for the purpose of reducing the interest 

cost or the total amount of principal and interest payable 

thereon. 

f2) No refunding bonds may be issued and sold more 

than 3 months before all bonds refunded thereby mature or 

are called for redemption unless the proceeds thereof, with 

any ·a~her funds~·tn the·water development sinking account 

that are needed and available for the purpose or securities 

purchased from such proceeds and nther funds 9 are deposited 

with a suitable banking institution within or outside the 

state 9 in escrow 9 for the retirement of the refunded bonds 
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at maturity or at a prior date or dates on which they have 

been called for rede~tion in accordance with their terms. 

in an amount and in a manner sufficient under the provisions 

securing the refunded bonds, so that the state•s obligation 

to pay the samet from sources other than the escrow fund9 is 

discharged. 

(3) No new debt may be created by the issuance of 

refunding bonds in accordance with this section• 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. 

Th2 department shall prepare a biennial report to the 

legislature describing the status of the water development 

program. The report must describe ongoing projects and 

activities and those which have been completed during the 

biennium. The report must also describe proposed projects 

and activities for the coming biennium and recommendations 

for necessary appropriations. A copy of the report shall be 

submitted to the president of the senate and the speaker of 

the house and to such other members as may request a copy. 

NEW SECIIUH. Section 23• 

attorney, or other employee 
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resources and conservation or the department of natural 

resources and conservation may, directly or indirectly, be 

the beneficiary of or receive any fee• commission, gift 9 or 

other consideration for or in connection with any 

transaction or business under [sections 1, z, and 4 through 

23] other than the salary, fee, or other compensation as he 

~ay receive as a member, officer, attorney, or employee. A 

person convicted of violating any provision of this section 

shall be punished by a fine not to exceed sz,ooo or be 

iw.prisoned for not to exceed 2 years, or both. 

~~lDtiA Section 24• State of Montana coal 

severance tax bonds. [Sections 24 throu~h 42] provide for 

the issuance of state of Montana coal severance tax bonds 

(also referred to as coal severance tax bonds in [sections 

24 through 42]) to finance water res0urce dev2lopment 

projects and activities, other capital imorovements, and 

economic development in the state designed to providey 

during and after extensive coal mining, a healthy economy, 

the alleviation of social and economic impacts created by 

coal development, and a clean and healthful environment for 

pr€scnt and future generations. 

tl~_iftllQH~ 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 ~onds for financing 
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specific water resource develop•ent projects and activities• 

other capital improvements, and economic development in the 

state authorized by the legislature and to guarar.tee 

redemption of such bonds by revenue derived from the 

receipts from the coal severance tax Imposed by Title 15t 

chapter 35, part 1• 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 

limited to water resource development projects and 

activities as part of the water development program 

established in [sections lt 2y and 4 through 23]. The 

legislature further intends that the income fro& water 

resource development projects and activities in excess of 

the amount requir~d for debt service and operation ~nd 

maintenance of those projects and activities be deposited in 

the water development earmarked account established in 

[section 5]. 

~~-~Olia Section 26. Coal severance tax trust 

subfunds. (1) The trust established under Article IX, 

section 5, of the .~ontan-j constitution shall be composed of 

the following subtunds: 

(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 ?~rmanent subtundi and 

(c) a coal severance tax income subtund• 

(2) On each Oecember 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 payments on bonds payable from thB coal severance 

tax bond subfund on the next ensuing semiannual payment 

date. 

HEW_~~. Section 27• Investment of funds. Money 

in the coal severance tax bond subfund, th~ coal severance 

tax permanent subfundt and the coal severance tax income 

subfund must be invested in accordance ~ith the investment 

standards for coal severance tax funds. Income and earnings 

from all subfunds must be transferred to and retained in the 

coal severance tax income subfund until appropriated by the 

legislature. 

NEW SECTION. Section 28. Pledge of coal severance tax 

bond subtund. The ~oney in the coal severance tax bond 

subfund is pledged to the payment of the principal and 

int-e~l!ftlt1-- un al~, ~tate oft Montana coal severance tax bonds. 

All bonds iss~ed 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 bonds•. 
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HEH SECTIDH& Section 29. Authority to issue coal 

severance tax bonds. The board of examiners shall 

sell coal severance tax bonds to finance water 

develop•ent projects and activities, other 

issue and 

resource 

capital 

improve~ents, or economic development when authorized to do 

so by any law that sets out the amount and purpose of the 

issue. 

~SECIIOH. Section 30. Doard of exa~iners to issue 

bonds. The board of examiners may issue and sell co~l 

severance tax bonds, and no other agency of tha stat€ is so 

authorized. Any action taken by the boal"d of examiners under 

[sections 24 through 42] must be approved by a majority vot€ 

of its members. 

NEW SECilOHa Section 31• Special fund revenues. (1) 

If a law authorizing a coal severance tax bond issue 

contemplates the pledge and receipt of revenues, assets, or 

~oney other than or in addition to the money in the coal 

severance tax bond subfund, then the money deriveo from such 

pledged revenues, assets~ and money must be p?id into a 

special bond account for the benefit of such bonds, which 

must be part of the sinking fund of the st~te treasury fund 

structure. 

(2) Money must be withdrawn frOm the coal severance 

tax bond account and pafd 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 a pledge of the 

special account. 

HEW-Sf~ Section 32. Continued tax deposit limit 

on additional bonds. (1) The legislature shall provide for 

the continued assessment, levy, ccllection, and deposit into 

the co~l severance tax bond subfund of the coal severance 

tax which• together with such other revenues, assets, an~ 

money as may be deposited to one or more special bond 

accounts pledged for the benefit of coal severance tax 

bond~, will be sufficient to pro~uce an amount that is at 

least the amount necessary to pay, when due, the annual debt 

service charges on all outstanding cocl severance tax tonds. 

(2) The Doard of examiners may issue no coal severance 

tax bonds unless the aggregate 3mount of coal severance t~x 

bonds outstanding, including the proposed issue and any 

other coal severance tax bonds authori2ed but not yet 

issued~ can be serviced with no morA than two-thirds of the 

dnnual deposits into the coal severance tax bond subfund 1 as 

determined by the average of the deposits during the 

prec2ding 3 fiscal years~ together with the average of the 

aggregate amount of revenues~ assets, or money deposited in 

one or more special bond accounts used to pay debt servic£ 

on outstanding coal severance tax bonds during the preceding 

3 fiscal years. 

(3) The provisions of this section may not be modifieo 
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so as to reduce the security for any coal severance tax 

bonds while such bonds are outstanding• 

RfH-SfkllUH& Section 33. Form principal and 

interest -- fiscal agent -- deposit of proceeds. (1) Each 

series of coal severance tax bonds must be issued by the 

board of examiners at public or private sale~ in such 

denominations and formt wheth~r paydble to be~r~r or 

registered as to principal or both principal and interest, 

with such provisions for the conversion or exchange, bearing 

interest at such rate or rates, maturing at such times not 

exceeding 40 years from date of issue, subject to redemption 

at such earlier times and prices and upon such notice, 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 thrcugh 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 payment. 

(3) Coal severance tax bonds and any interest coupons 

appurtenant thereto shall be signed by the members of th~ 

bo~rd of examiners. and the bonds shall b~ 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 limitations prescribed by law. The 
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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. 

(5) All proceeds of a state of Montana coal severance 

tax bonds issue shall be deposited In a bond proceeds dOd 

insurance clearance fund account established for that bond 

issu~. except that any premiums and Rccrued interest 

received shall be deposited in a sinking fund account 

established for that bond issue. 

H~Ilati. Section 34• 

discretion of the board of 

Trust indenture. In the 

examiners9 a series of coal 

severance tax bonds may be secured by a trust Indenture b~ 

and between the board of examiners and a t~ustee, which may 

be any trust company or bank having the powars 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 ~ontan3. The filing of a 

trust _indenture Of" an executed count-erpart thereof in the 

off ice .t..o>Of: the~ .u:;oun-ty clerk of the county in which the 

property covered by the trust indenture is located is 

constructive notice of its contents to all oersons f.-om the 

time of the filing, and the recording of the trust indenture 

of its contents is not necessary. 
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~ELllDU& Section 35. Provisions fo.- ~rctecting 

bondholders. Either the legislative act providinq for the 

i ssu3nce of coal s.averance tax bonds or the trust i ,ldentu.-e 

may contain provisions for protecting and enforcing tt"le 

rights and remedies of the bondholders as are .-.easonablet 

proper, and not in viclation of law, including covE'n:mts 

settin9 forth the duties of the state, the board of 

examiners, and the departments, boardst or agencies of state 

government in relation to the acquisition, construction, 

improvement, maintenance, operation, repair, and insurance 

of the projects financed with the proceeds of coal se-ver-.mce 

tax bonds and the custody, safeguarding, and application of 

all money. The indenture may set forth the riqhts 300 

remedies of the bondholders as is customary in trust 

indentures, deeds of trusts, and mo.-tgages securing bonds or 

de!Jentures of corporations. No enulieration of particular 

powers granted by this section impai.-s any general orant of 

power contained in [sections 24 through 42]. 

bEW SECTIQN. Section 36. Personal liability suit 

to compel performance. (1 J The members of the board of 

examiners and officers and employees of the departments, 

boards, or agencies of state government are not personally 

liable o.- accountable by reason of the issuance of or on any 

coal severance tax bond issued by the board of examine.-s. 

(l) Any holder of coal severance tax bonds or any 
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person or officer being a party in interest, subject to any 

applicable coal severance tax agreements or indentures, may 

sue to enforce and compel the performance of the coal 

severance tax bond provisions as set out in [sections 24 

through 42]• 

~H-SECTION. Section 31. Negotiability of bonds. Coal 

severance tax bonds issued are negotiable instruments under 

the Uniform Commercial Codet subject only to the provisions 

for reqistration of bonds. 

~-SECILD~ Section 38. Signetures of board members. 

In the case any member of the board of examiners whose 

signature appears on coal severance tax bonds or coupons 

ceases to be a member before the delivery of the bonds, his 

si9nature is nevertheless valid and sufficient for all 

purposes, the same as if the member h.:.:s remained in office 

until delivery. 

bEW 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 throuqh 

42], including the payment of any redemption premium and any 

interest accrued or to accrue to the date of redemption of 

the obliqations. The issuance of refunding obligations, the 

maturities and other details• th~ rights of the holders, and 

the rights, duties, and obligations of the stat~ are 
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qoverned 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 

obligations issued under [sections 24 through 42]. The 

proceeGs may oe applied to the purchase, rede«r~tion, or 

payment of outstandlnq obligations. Pending the application 

of the proceeds of refunding obligations, with other 

available funds, to the payment of principal, accrued 

interest, and 

being refunded 

any redemption premium 

anti, if permitted in 

on the obligations 

the resolution 

authorizing 

the trust 

the issuance of the refunding oblig?tions ar in 

agreement securing them~ to the payment of 

Interest on refunding obligations a~d expenses in connection 

with refundi~g, the proceeds may be invested as provided in 

Titl~ 17, chapter 6· 

bf~-SECllD~ Section 40. Pledge Of the stat~. In 

accordance with t~e constitutions of the United St~t~s ~nd 

the state ~f M~ntan~, the state pledges th~t it will not in 

any wey i~p~ir tt1e oblig~tions of any agreement betw~en th~ 

stut~l and th~ nGlt0rs nf notes an0 bond5 issus·j 1y th·: 

stat·~. 

,;:..:;,L.,S.~lli.l.ib S?ct.ion 41. Tax exemption of bonds -

legal invr;stments. (1) All coal severance tax bonds, their 

transf~r• and their income, includin9 any profits m?de on 
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their sale, are exempt from taxation by the state or any 

political subdivisions or other instrumentality of the 

state, excepting inheritance, estate, and gift taxes. 

(2) Coal severance tax bonds are legal inv~stments for 

any person or board charged with investment of public funds 

and are acceptable as security for any deposit of public 

money. 

~fW-SfCIIOHa Section 42• Limitation on amount of coal 

severance tax bonds issued. No more than SSOO million worth 

of coal severance tax bonds may be issued for water 

development projects and activities, other capital 

improvements, and economic development. 

Section 43• Section 15-35-108, MCAt is a~ended to 

read: 

•15-35-108. Disposal of severance taxes. Severance 

taxes collected under the provisions of this chapter are 

allocated as folloNs: 

(1) To the trust fund created by Article IX, section 

5t of the Montana constitution, 25' of total collections a 

year. After December 31, 1979., 50:ti: of coal severance tax 

, <-c<Zln-;.·, coll~.ons are ·.al:J'.ocated t:·O :this trust fund. The trust fund 

22 moneys shall be deposited in the fund established under 

23 

24 

25 

17-6-203(5) and invested by the board of invest~ents as 

provided by law. 

{2) Coal severance tax collections remaining after 
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allocation to the trust fund under su~s~ctian (l) ?re 

allocated in the following percentages of the remainin~ 

balance: 

(a) to tne county in which coal is mined, 2% of th€ 

severance tax paid on the coal mined in that county until 

January 1 9 1980, for such purposes as the governina body of 

the r.ounty may determine; 

(b) 2 1/2% until December 3lt 1979, and thereafter 5% 

to the earmarked revenue fund to the credit of the 

alternative energy research development and de11onstratior. 

account; 

(c) 26 1/2~ until July 1, 1979• and thereafter 37 1/2% 

to the earmarked revenue fund to the credit of the local 

i~pact and education trust fund account; 

(d) for each of the 2 fiscal years following June 30• 

1977, 13% to the ear~arked revenue fund tc 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) r-~~· l_~ to the sinkina fund to th€ credit of 

the renewable resource development bond account; 

(h) S% to the earmarked revenue fund to the credit of 

a trust fund for the purpose of parks acquisition or 
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~anagement 9 protection of works of art in the state capitol, 

and other cultural and aesthetic projects. Income from this 

trust fund shall be appropriated as follows: 

(i) 1/3 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 

d~scribed in 23-1-102 and the operation and maintenance 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 p.ayment of the costs of 

participating in regional and national networking; 

.UL..L.U!tll\-1ll-~>L--.:ilnJI~_fwW.-:ts;_.t.l:ie...cr..e<U:Lgf..1..1:l.e 

lllil:l!itL.Jimu:l.Qillllllll:L:. i n k i a Q a c 'IIJ.IIlj;.i 

tjtLkl all other revenues from severance taxes 

ccllected under the provisions of this chapter to the credit 

of the general fund of the state.• 

Section 44• Section 15-38-202, MCA, is aw.ended to 

read: 

"15-33-202. InvestmPnt of resource ind~mnity trust 

eccount -- expenditure -- minimum bal~nce. Lll All moneys 

paid into tha resource Indemnity trust ~ccount shall be 

invested at the discretion of the board cf investments. All 

the net earninqs accruing to the resource indew.nity trust 
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account shall annually be added thereto until it has reached 

the sum of $10 million. Thereaftert only the net earninqs 

may be appropri~ted and expended until the account reaches 

$100 million. Thereaftery all net earnings and all receipts 

shall be appropriated by the legislature and expended, 

provided that the balance in the account may never oe less 

than $100 million. 

LZ!--eeglnoing jo fjscal_~ear J9Q?, provided~_g~ 

in the resoyrce_1LU~_accouot js greater than 110 mjlliqo, 

30% of the jnte~lncgme gf~-L~~£-ind~1X~1 

~ccoynt must be allu~~~__tg-~~__deyelopment earma~ 

mrt...c:r..aat.i:l:L tl¥-Lus;.t I go 5Jo " 

Section 45, Section 85-1-301, MCA, is amended to read: 

"85-1-301. kater conservation revenue bonds. (1) The 

board is hereby authorized to provide, by resolution, at one 

time or from time to time, for the issuance of water 

conservation revenue bonds of the state for the purpose of 

paying the costy as hereinabove defined, of any one or more 

such public works• 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 tiw.es, not more than 40 years from their date or 

dates. as may be fixed by such resolution but may be mar.le 

redee~1abl€ before maturity at the o~tion of the stat~, to b2 

exercised by the board, at such ?rice or prices and under 

-33-
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such terms and conditions as may be fixed by the board prior 

to the issuance of the bonds. The board shall determine the 

rate of interest such bonds shall bearT-fte~-~~ee~d+A§-6-~e~ 

ennem; 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 bonds and coupons 

and shall fix the denomination or denominations of the bonds 

and the place or places of payment of principal and interest 

thereof 9 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 

issued and sold fro~ time to time and in such asounts as 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 best interests of the statey-h~+-nc-~~eft-~e~e--~ha++ 

~e--~e-~or-+es~-~hen-e-pr+ee-whTeh~-eem~ed-wTth-r~~e~+eft 

20 te-•h~eb$ofa~e-me~~r++y-o~-~he--bonds--+ft--eeeerdenee--wT+h 

.,._~ 2Ju."' !t~~Mit+e8rll•f bd:nd-we+tle1t•-w++-1--'!thew-e-ne~-re'ttlrl'll-e-F-6• 

22 per--ennu•--~e--~he-pHrehe~er-apen-~h~-emean+-~e~d-~here~r. 

23 The proceeds of such bonds shall be used solely for the 

24 payment of the cost of the works and shall be checked out in 

25 such manner and under such restrictions, if any, as the 
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board may provide. 

(3) Each resolution providing for the issua~ce of 

bonds shall set forth the project or projects for which the 

bonds are to be issued• and the bonds authorized by each 

such resolution shall constitute a separate series. The 

bonds of each series shall bB identified by a serias l2tte~ 

or 1 etters and may be sold and delivered at one time or frol' 

time to time.• 

Section 46. Section 85-1-332 9 MCA- is ar.ended to read: 

•s5-l-332. Disposition of moneys collected. t~t For 

the purpose or carrying out the provisions of this chapter 

dnd such other water resource authority, powersy and duties 

as are conferred upon the department by law, the followinq 

moneys shall be deposited in the e8r•erke~-revenue-~a"d-f&r 

~"e--u~e--o~--~he--depar~~eft~ .a~er dex~Qman1-~ma~g 

ac~ount created by (se~tjoo 51: 

tetill all su~s of money donated or contributed by the 

federal government or any department or agencies thereof; 

tbtlll all gifts, donations, b~quests 9 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; 

tet~ all rei~bursements for money advanced for the 

payment of the assessments upon state, school-granted, and 
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other public lands for the improvement thereof as provided 

by law; 

t~t~ all reimbursements for money 3dvanced for the 

investigation and survey of reclamation, electrification. 

and rehabilitation systems or projects proposed to be 

financed 1n whole or in part by the reclamation of lands and 

d1king 9 drainage• and diking and drainage da~s for 

conservation of water to be used in reclamation of land or 

stock reservoirs or for the construction, maintenance• and 

operation of plants or projects for the manufacture or 

distribution of electric current; 

fet!2l all reimbursements for costs of surveys and 

investigations for moneys advanced to counties. cities, or 

towns or their proportion of the cost thereof or from any 

other sources•,;_ 

t~t--~~e-~e~~ew+n~-~he+T--be--depe~+~ed--fft--~~e--~~e~e 

~ef'tere+-t:t~rtd• 

-tet~ wu;JUU;....il.:;~~ilfill!.l.!llilLblt-LiW_. all income 

or profit and revenue of the works and all money received 

from the sale or disposal of watery use of water, water 

storage, or other service and from the operationt lease, 

saley or other disposition of the works, proparty, and 

f~cilities acquired under this chapter; and 

-tl>tLll ~~_a:;__l<UJJIDillill-llJ:mLi~-lU-lillll-' all su"'s 

received by the department for the use of electricity in 
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excess of' the maintenance and oper3t1on of' the 

electrification system or project.• 

Section 47• Section 90-Z-101, MCA, is amended to read: 

•90-2-101. Policy and purpose. (1) In the development 

of the natural resources of th~ state, it is essential to 

distinguish between those which ar~ and those which are not 

~enewable; to make proper charges through taxation and 

otherwise for the depreciation of non~enewable resources; 

and to invest a proper proportion of 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 rasources such as land, airy we~e•T fish, 

wildlife, and recreational opportunities are not 

~ignificantly diminished by developments supported by this 

part. 

(2) In order to finance such developments, it is 

necessary to borrow in anticipation of the receipt of the 

revenues so that replacement will not lag behind 

consumption. The purpose of this part is to provide a 

procedure for borrowing in the most economical way for this 

purpose. to authorize the creation of debt to financ~ the 

first stage of the programt and to describe the types of 

projects, loans, and grants to be included in the proqraw.• 

-42-
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Section 48. Section 90-2-111, ~CAt is amended to read: 

•90-2-111. Grants to divisions of state government. 

(1) The department of natural resources and conservation may 

r'ecommend to the governor that grants from the renewable 

resource develop~ent account provided for by this part be 

made to any department, agency, board• commission, or other 

division of state government. 

(2) The department shall solicit and consider in its 

evaluation of proposed projects the views of interested and 

affec~ed departments, boards, agencies, and other 

subdivisions of state and federal government and of other 

12 interested and affected persons. 

13 {3) The governor shall submit those grant proposals 

14 having his approval to the legislature by the 20th day of 

15 any legislative session. Those grant proposals approved by 

16 the legislature shall be administered by the department. 

17 (4) The grants provided for by this section may be 

18 made for the purchase, lease, or construction of projects 

19 for the conservation, management, utilization, development, 

20 , or preservation of the land, wMet-y fish., .,. i 1 dl i fe 9 

. .2,1.,.,"~"H recretJath"Jinel, ~:GIItrher renewable resources in the state; 

ZZ for the purpose of feasibility and design studies for such 

23 projects; for development of plans for the rehabilitation, 

24 expansion, or modification of existing projects; and for 

25 such other and further similar purposes as the legislature 
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may approve. 

(5) The depart~ent may adopt rules as required to 

govern the terms and conditions for making grants pursuant 

to this section.• 

Section 49. Section 90-2-124 9 MCA, is amended to reaG: 

•90-2-124. Appropriation of coal severanc~ tax• Th~ 

state pledges and appropriates and directs to be credited to 

the sinking fund account, as received, r-Tf~~ l_li~l of all 

money from time to time received from the collection of the 

s£verance tax and remaining after allocation of such tax to 

the trust fund established under section s, Article IX, cf 

the Montana constitution and such additional amount thereof, 

if any, as may be requlred from time to time to provide 

sufficient funds for the purposes stated in 90-Z-123(2), 

provided that no more than ~+t~' ~ of such tax 

collections shall be deemed to be pledged for the purpose of 

90-2-121(3)·" 

Section 50. Codification Instruction. Sections 1, z, 

and 4 through 23 are intended to be codifiBd as an inteqral 

part of Title as. chapter lt and the provisions of Title ss, 

chapter 1, apply to sections 1, 2• and 4 throu~h 23 • 

Section 51. Severability. If a part of this act is 

invalid, all valid parts that are severable from the invalid 

part remain in effect. If a part of this act is invalid in 

one or more of its applications, the part remains in effect 
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1 in all valid applications that are seve~able from the 

2 invalid applications. 

3 

4 

Section 52. Repealer. Sections 65-1-333 and sS-l-334t 

HCA, are repealed. 

5 Section 53. Effective date. This act, €Xcept for 

6 sections 4r 43t and 49r is effective July lt 1981. Sections 

1 4t 43 9 and 49 are effective July 1, 1983. 

-End-
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STATE OF MONTANA 
REQUEST NO. 338-81 

FISCAL NOTE 

Form B!J· I 5 

In compliance with a written request received February 9' 19 8_1 __ , there is hereby submitted a Fiscal Note 

for .. Semi!;•~·- .B_U.L 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. 

ASSUMPTIONS 

l. Estimates of the interest income from the Resource Indemnity Trust Account made by 
the Governor'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. 

BUDGET DIRECTOR 

OfficP. of Budget and Program Planning 

Do.e: __ L- \ L -g'L __ 



FN 338-81 
SB 409 
Page 2 

General Fund - State Water Projects Revenues 
30% of the interest income from the 

Resource Indemnity Trust Account 
Appropriation of the interest income from 

the Resource Indemnity Trust Account 

Total Revenue Deposited to the Earmarked 
Water Development Account 

.625% of the Coal Severance Tax 

FY 1982 

$305,700 

602,962 

$908!662 

$666,032 

Total 
FY 1983 Biennium 

$314,871 $ 620,571 

788,378 1,391,340 

40 732 

$1!103,249 $2,052,643 

$808,606 $1,474,638 

The proposal does not generate additional revenue; it reallocates existing tax revenue. 

Expenditure Impact 

Personal Services 
Operating Expenses 
Capital Outlay 

Total Expenditures 

$201,663 
375,400 
125,000 

$702,063 

$228,527 
387,755 
175!000 

$793,282 

$ 430,190 
765,155 
300,000 

$1,495,345 
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STATEMENT OF INTENT 

SENATE Bill 409 

Senate Agriculture. Livestock and Irrigation Lommittee 

A statement of intent is required for this bill because 

b it deleqates rulemaking authority to the Board of Natural 

7 ~esources and Conservation in section 13. 

8 The int~nt is to provide the Sodrd with the authority 

9 to adopt those rules necessary to administer ~he loan and 

LO 9r<1nt port ion of the water development program.. fh~ 

11 authority is limited by section 13 to prescribing the form 

12 and content of applications for grants and loans, to 

13 adopting rules govern1r1g the dpplication of the criteria for 

14 

15 

It, 

aw~rding loans and grants to private persons9 to adoptinq 

rulPs providtny for the servicing of lo3ns including 

arr~ngement~ for obtdining security interests and the 

17 establ ishm•~nt of reasonable fees or charges to be made, and 

18 to prescribing the terms and conditions for making grants 

19 and 1 oans, the secur-ity ln~truments, and the agreements 

20 necessary. 

ll First adopted by the Senate Agriculture, li~estock and 

22 Irrigation Committee on the 18th day of February9 19kl. 
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SENATE BILL NO. 409 

Approved by Co~ittee 
on Agrivulture Livestock 
&. Irrigation 

INTRODUCED BY MANNING, GALT 

BY REQUEST OF THE GOVERNOR 

A i!LL FOR AN ACT ENTITLED: 11 AN ACT TO CREATE A WATER 

DEVELOPMfNT PROGRAM; ESTABLISHING A LOAN AND GRANT PR[GRA~ 

FOR "ATER OEHUJPMENT PROJfcCTS ANO ACTIVIT IFS; ESTA3LISHING 

AN EARMARKED WATtcR DEVELOPMENT ACCOUNT; ALLOCATING A PORTION 

OF THE COAL SEVERANCE TAX PROCEEOSi ALLOCATING A PORTION OF 

THi: INTEREST INCUME FROM THF R~S.DURCE INOF.MNlTY TRUST 

ACCOUNT; CREATING AUTHORITY FOR WATER DEVELOPMENT JONDS; 

CREATING AUTHORITY FOR COAL SEVERANCE TAX TRUST FUND ;ONOS.; 

LIFTINC. THE INTEREST CEILING ON WATER CONSeRVATION REVENUE 

BQ,\WSi AMENDING SECTIONS 15-35-lOB, 15-38-20Zt 85-l-10.?• 

85-l-301. 65-l-332, 90-2-101• 90-2-111• AN0 90-2-124t MCA; 

REPEALING SECTIONS B~-1-333 AND 85-1-334, MCA; AND PROVIUING 

EFFfCTIVf D-TES. 11 

BE IT ENACTE~ aY THE LEGISLATURE OF THE STATE JF MONTANA: 

~i~-2tf!Ia~~ Section t. Purpose and policies. (1) ThP 

l~gislatur€ finds and declares that in order that the peoplo 

of Montana mdy enjoy the full economic and recreat.iondl 

benefits of the stat~'s water r~sources, the state must 

establish this long-term water developm~nt proyram providing 

financial ond odmini3trative as.~:oistance to ;Jnvatet local, 
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and state entities for water resource development projects 

and activities. 

(2) The purpose of the water develop~nt program is to 

further th~ state•s policies. set forth in 85-1-lOlt 

regarding the conservation, development, and oenefici~l use 

of water resources • 

(3) The legislature recognizes that water is. one of 

the most valuable and important renewable resources tn 

Montana; therefore, it is app~opriate that a portion of the 

taxes on the removal of nonrenewable resources be dedicated 

to the conservation, development. anj beneficial us.e of 

water resources. 

(4) The development of water resources is of a high 

pr1ority because a lar~e portion of ~ontana•s ~res~nt and 

future economy is ba~ed either directly or indirectly on the 

wtse use of water. 

(5) This water development program is an integral part 

of th.; i m~ 1 em.;-_~ntat ion and deve I opment of the c omprehen-; i ve • 

coordin3tedt multiple-use water resources pl~n known as the 

"state wdter olan". 

~£~-~E~!lQ~..!. Section 2. Objectives. The department 

~h1ll ddminis.t•::r a water development program to accomplish 

such objectives as rehabilitation of state-owned Wdter 

projects and worksi promotion of private, local government• 

dOd state wat.er dev~lopment; development of water-based 

-2- s.~ 40q 
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recreation and the protection of water resources for thP 

benefit of agriculture~ flood control. and oth~r uses; 

developm~nt of offstream and tributary storage; and 

development of state-tribal, state-federal, and 

state-tr ib-JI -ft:!derdl water proje(;ts. The water developmPnt. 

program is the key implementation portion of the state water 

plan ..tnd shaJ I oe admirustered to nccompl ish the obJectiv~s 

of the pi an. 

Section 3. Section 85-l-102, "CA, is amended to read: 

"8~-1-102. O~finitlons. Unless the context requires 

otherwise. in this chapter the following definitions ~pply: 

(1) "Board~ means the board of natural resources and 

conservation provide~ for in Z-15-3302. 

(2) "Cost of wo,-ks• means the cost of construction; 

the cost of all lands, p,-operty, r1ghtst ~asements. and 

fr~nchises acquired which are deemed necessary for the 

construction; the cost of all water ri~hts acquir~d ur 

eKerc1seo ov the department 1n connection with those works; 

the cost of all machinery and equipment, financing charges, 

interest prior to ana during construction and for a period 

not exceeding 3 years after the completion of construction; 

cost of engineerin.J and legal expens."'S• pldns. 

specifications. surveys, estimates of cost, and other 

e~p~nses necessary or incident to determininq tho. 

feasibility or practicability of any project; administrative 
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expense; and such other expenses cts may be nece~S,H y or 

incident to the fin-'fncing herein authorizt__•d and ttw 

construction Df the works and the pldcin..,; of the- s.Hae in 

op,;ration. 

( 3} "Oepar-tm~nt." means. the department of n._}t urdl 

resources dOd conservation provided for in Title 2, ct1~pter 

15• part 33. 

f 4) wowner" means all tndividuals, i. rr i~jation 

districts., dr~inage di~t..-icts .. flood contf"l>l dis tr- ic.ts. .. 

incorpor-at•.?d companies, o;ocieties, or dssoci.3tJons having 

rtny title or .intere~t in any proper-ties., rt\~hls, t3!;ements., 

or franchises to be acquired. 

1~l--~f£~~!~--_Q~£!2~-·---~g~~~----~1----l~2lYlQ~~ 

~~~Q£l2tio~~----_Q2r~~t~!e_, ___ ~QQ[~t12n2-~ __ QL ____ Q~ 

~~~Qy~!~D~_gntily_nct_g}i~b1e __ fQ£ __ !g~~~-~~Q__gr~~ 

~~~~L_[~~2n_~l_Q~!_~2~~~g!_ln£!~de_~_gQy~~~~Q£2l_~~!l~ 

~~~---~~--2rr_-~g~~~---!2~l~Q~L~~D!~ __ Q!__QQ!i!i£~1 

1~1iYi~lQ~of_~h~-~!~~-1b~~Q~~~~~_gr __ ~~X-~9~DSY 

~her~~_£L_~Qln~~-9Q~n~t~-~U!l~x~ 

tStl~ uproject" means any one of the wo~ks her~in 

defined o~ any combination of such wo..-ks which ar~ 

.:>hysi.cally connected or jointl)' managed and operated as .J 

single unit. 

lll--~~ubll£-2~Q~fl~-~ea~~th~-~fit~-th~1-~£crue 

frQ~~~~~~elop~!--2£B~!__Q_r __ ~£!i~~--12--Q£L~~~ 
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oth~£ __ th~~--th~--~£iY~!~--~£2~! __ Q~_!Q~~~£1Qient~Dg_!ha! 

~b~rr£g_thg_~~~~gl!=~~~-f--1~--R£2R~_of __ Montana. 

Pub!ic __ ~~!ll1 _ _inc 1 u.Qe but ar~Q.L!imi!!sL!.Q_~~!iOnr 

f!QQ1_con~£211-~rosion_£edu£!ion~grif~!tur2!_f!QQQ __ Q2mage 

red~£Si2n~ __ wat~t __ gy~!i!Y __ enn~ncement~_!g~i~D!_t~1~£!iQn~ 

2~~~2---1~---L~£~~112~---~QQQI!Yni~ie~~---an.Q ____ ~i!.Qlife 

~2u1gn:~!J..2!2~ 

~l-~~~~~~velo~D!__flear~ncg __ 2f£Ou~~~~~~~-~ 

~~e~ratg_~£~Gl-~~~1£2-2!_lsec1iQ~--1~l_-~i!bln __ !~_bonQ 

fROfEEO~ i!!!U!!~~~-c 1 e~r anc!Lf!:!!!fL2L!.b~-~12!&_!!.~.2SUU 

to __ fin~~~--1o~~~r_~_2[Q~~2~--of ___ th~---~~~ 

~~l£Q~~nt __ 2fQqram __ !~-~~gncies~ _ _!~~~--92Y~I~~!~~~ 

Q2!ill£~l-~~~~~ns_gf_!b~!ate, _ _Q£iv~!~--Qg~!!~~--~1 

~~--oth~~!l9lble_~i~~11-f££!_Q£Q£~~~-2[_QQ~2~~~~ed 

~n1~t-L1~£1i~-~~~nQ 4 throygb_~~~ 

l~l_-"Hat€£_Q~~~lQQ~!_aC!lYi!~~~~~--~~-~!iO~ __ Q£ 

QLQg~~--!Q _ _££QIDQ~§-~gter-y~sed_L~&~!ion_2L_1Q_~~Qte~~[ 

g_nh,2~wate!_!.~SOU!.£~ __ f.Q£_th~~!!ne fit __ of --~9.!:.i£.!!!!ure. 

flQ2~ __ fQD!LQ~ _ _2!_Qth~r_~~es1_inf!~Qing_Q~!_nQ!_llmi1~Q_1Q 

~b_~~Q~g~~_th~_Q£2motl2~-2~!ficl~!_~~-2f_~~t2£ __ in 

~i£~!~rg~_th~_imQ£2!~~!_2f_wat~r-~all!Y-i~~gri£~!~ 

and_oth~£-~QDQQlnt_~Q~!~~~!g~_the_~!Q!Q!iQ~_Qf_~~!~r=~ase~ 

~r~ation9 _ _!b~ __ corr!rQ_l __ Qf__~roslgn__of __ ~!~amb~n~~--~~Q 

£Q~!rQ! __ Qf __ ~~Qi~nta!l2n-_Qf __ rivgrs __ 2QQ ___ ~!re2~~---~u2 

eroyldi~~--~r~!~ __ !Qf~l_2nQ_state_£QQ!£2l_2f-~2U!2Q~-~~~! 
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L~~2YL~~s._Mgte~__gg~~!Q~~n1--2~~iti~~~2Y-_er·ov~g-~ 

£~~~i~~!iQQ_Qf_!~~g!ab!~nQ_n~~~~g1~Ql~-~~~fit~ 

i!Ql_"W~~-~~~12~~!__22tm~~~--aC£0U~~-~~~~2 

~~~£ate_~f~2~!_££~~1~2~_[section_2]_~~1n_~fig_~~~ 

~~~~~_f~nd_of the~td~~~eas~LY_f2!_1~-RY!Q2~~-21--~ 

watg£_Qg~eloQ~~!_Q£Q9L~~~-set_fQ!!~i~[~g~tiQQ_~~ 

1!!1_"W~t~r _ _9g~~~~n! __ Q!£j~~-_mearr2__~-RL2l~~t as 

~!l~~-in_~~~~~!iQn-12~-~e!__tha!~~!~- develQQ~ 

~~£!!__2£~QQ!__!i!ite~_SQ_QLQJ~cts_ow~~Q_Q~~~at~~y 

the~Q~L!~~nt• 

1!ll-~~ate£ __ g~y~!2Q_~~!__!inking __ acco~~---~~~~---~ 

~gQ~rat~ __ ~f£~~1 __ f~~~1~2-~Y-I~ectiQD_~j_wi~biD~~l~king 

!YD2-2!_1b~--~~!g __ !£~~~~L1--12 __ be __ ~~ed __ as __ e~ovidect __ in 

~g~!ion_20J~ 

tOt1!11 "Works" means all prope~ty9 rightS9 ea~ements9 

and franchises relating thereto and deemed necessary or 

convenient for their operation and all water rights acquirert 

or ex~rc i sed by the department in connection with those 

work~ und includes al 1 means of conserving and distriDuting 

water• including9 without liMiting the generality oft~ 

foregoing, reservoirs9 dams9 diversion canals9 distributing 

canals, wastE: Cdnal S• drainage canals9 clikeS9 1dterd1 

ditche~ and pump1ng unit~9 mains, ptpelines9 and waterworks 

syst~ms and includes all such works for the conservation, 

development, stor-age9 distrib.ution. and uti 1 izatlon of 
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water• including without Ji.niting the gerh!rality of the 

foregoing, works for the purpose of irri-Jation, flood 

prevention. drainage, ftsh and wildlife• recre~tion. 

dev@lopment of power, watering of stock. supplyinq of water 

for public, domestic, industrial, or other uses and for fir~ 

protecti on.• 

~EW_~EC!IQN. Section 4• Water development "S-Inking 

account created coal severance tax ~llocdted. ( l) Th@re 

is created a water devefop~nt sinking account within the 

sinking fund established in 17-2-102. 

12) The state pledges and allocates and directs to b~ 

credited to the water development sinking account. as 

received. 1 l/4t of all .aney from time to time received 

from the coal severdnce tax collected uode~ Title 15. 

chapte~ 35• and cemaining afte~ allocation of such tdx to 

th@ t~ust fund established under Article tx. sections. of 

The Constitution of the State of ~ontana. 

NE~-1f£IION. Section 5. Hate~ develop~nt edrmarked 

account created -- revenues allocated -- limitations on 

approprjations from account. (1) There as credted a water 

de~elopmen~ edrmarked account within the earmarked revenue 

fund established in 11-2-102. 

(2) The~e shall be paid 

earmarked account: 

(a) all revenues of 
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provided in 85-J-332; 

(b) :10% of the interest income of the resource 

indemnity trust account as provided in and subject to the 

conditions of tS-38-ZOZ; 

CCJ the excess of the cool severan~e tax ~r0ceeds 

dllocated by [sect:i.on 4) to the water development sinkin~ 

account above debt service requirements as provided in and 

s.ubject to the conditions of (section 20]. 

(3) Appropriations may be made from the water 

development earmarked account for the following purJX>S::!S and 

subject to the following conditions: 

(.aJ An amount less than o..- equal to that paid into the 

dccount under- 65-l-332 and only that amount may be 

approprIated for th<> operation and m.:t i ntenance of 

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

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

~reater than that necessary for operation and maintenance 

expenses. the exc~ss may be appropriated as provided in 

subsection (3)(b). 

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

,Jccount from the resource indemnity trust account plus any 

excess from subsection 13HaJ and only that amount may be 

dppropriated ff"om the account for: 

(i) the rehabilitation of state-owned 

lior k s, including the rehabilitation of 

-8-

proj£Kts 

~pi llways 

and 

of 

S'l 4()9 



1 

2 

3 

4 

5 

b 

1 

8 

9 

10 

11 

12 

13 

14 

l'i 

16 

17 

18 

10 

20 

21 

n 

23 

24 

25 

ss 0409/02 

Stdte-owned dams; 

(ii) the formulation of do~nstream emergency worntng 

and evacuation plans for state-owned damsi 

(iii) tne development of the hydropower potential of 

state-owned dams; 

(iv) ~ssistance in the impleMentation of the water 

re5ervations established under 85-Z-316 of conservation 

distric.ts; 

(v) the prot~~otion of the development of offstream and 

tribut~ry storage; 

(vi.) t.he promotion of JOint state-tribal • 

state-feoera1, and state-tribal-federal water development; 

(vii) administrative e~penses t inc 1 udi ng but not 

limited to the salaries and expenses of personnel, 

equipment, office space, and other necessiti~s incurred in 

the administration of the water develop~nt program except 

the administration of loans and qrdntSi and 

(viii) any other expenditures that meet the ~oticies 

and obJectives of the state wat~r development progr~m. 

(c) An amount less than or equal to that pdid 1nto the 

account from the wat~r develop~ent sinking account dnd only 

thdt amount may be app~opriated from the account for loans 

and ~rdnts for water development projects and activities and 

for administrative expenses. including but not 1 imi te;j to 

the salaries and expenses of personnel. e4uJpment, office 
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space. and oth~r necessities incurred in administering the 

loans ana 9rants. 

~f~-~ECTIO~~ Section b. Grants and loans to state and 

local governments. (1) The depart•ent •ay recommend to the 

legislature tha~ grants and loans be made f r""' coal 

severance tax proceeds deposited in the water develop~ent 

earmarked dCcount and loans be made from water development 

bond proceeds deposited in the water developMent clearancp 

account to a department. agency. board, commission, or other 

division of state government or to a cityt county, or other 

political 5ubdivision or local government body of the state. 

The 1 egis 1 ature may approve by appropriation Ot" other 

appropriate meons thos~ grants and loans it finds consist£-nt 

with the policies and purposes of the pr~ram. 

CZJ The grants and loans provided for by this section 

may be made for the purchase. lease, develop~nent• or 

construction of water development projects and activitits 

for the conse rv 3t ion. mdnagement • use, deve I opment, or 

protection of the water and related agricultural, 1 and, 

fish, wildltfe, and water recreation .-~source~ in the stdtei 

for the purpose of feasibility and design studies for such 

projects; for development of plans for- and t~ 

..-ehabilitation. expans iony and modification of water 

development projects.i for uther wate.- development projec.ts 

and activities that will cnha~ce the water resources of the 
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stdtei and fo~ simi Ia~ purposes approv~d by the legisldture. 

~~ SECTIO~~ Section 1. Grants and loans to privatP 

persons. (1) To ~ncour-age the construction and development 

of water development projects and dCtivitiest the department 

may make grants dnd loans to private persons from funds 

appr-opriated from th<:! water dev~ t opment earm,:Jrked account 

and may m-1ke loans to private persons from the w.::ner 

development clearanc~ account. 

( 2) The department shall publicize the statutes and 

rules governing qrants and loans to privdte persons for 

water ctevelop~nt projects and activiti~s .. set and publi'-ize 

appli<:dtton dea-dlines, and accept application~ for ·,jrants 

and lodns. 

( 3) The depa~tment shall ~eview. evaluat~. and select 

wate~ dev<!lopment projects and activities for which g~ants 

or loans may be awarded. 

NE,!I'_~E£!!9r!..!. Section 8. Oivtsion of f-...~ncis !"'<'!tween 

water dev~ I opm'l::!nt projects and ~ctivi.ttf'S. ( 1) 

department shall recommendy to the extent possible, 

rn~ 

th :t": 

water develvpment proJ~~ts and water dP.vPlopment activiti~~ 

be funded eou,dly when making ~ecommenddtions to th ..... 

1 egi s.l atun.., on L1o·'ms ana grants for statP and local water 

development under [section 6]• 

(2) 

approv1ng 

The department shalt. to the extent possible, tn 

g~ants and loans to pr-ivate persons fund water 
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activiti·~s 

grants and 

loans to p~ivate persons. {1) A pr1vate pe~son may a~p]y for 

a grant or loan to finance a water dev...,.lopment project or 

activity to IJ~? construct<ed• 

"1ontdnd• 

developf>'(h and ope..-ated tn 

(2) An application for a lodn or grant must be in the 

form prescribed t>y the boa~d and contain or D@ accomp ~nied 

by any information necessary to adequately describ~ the 

proposed proJect or activity and necessary for evaluJt1on of 

th.;! proposed p~oject o~ activity under the criteria St:t out 

in [sections 1~ and llJ• 

NEW~~f!!Q~ Section 10· E1tgibilit"'· for a lo..;n or 

grdnt to a privdte person. The department may not awdrd a 

grant or loan to a private person unless the de~drtment 

finds,. based on the applicdtion and the department•s 

investigation dOd ~valuation of the proposal, that: 

( 1 J 

activity: 

(a) 

the proposed water 

wi Jl promote, enhance, 

development project or 

or advance the r)urpose, 

policies, and obJeCtives of the 1101ater develooment program; 

(b) will be const~ucted, developed. and :>per~ted 

with in the state of Montana; 

(C) wi II be economically feasible. (A project or 
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activity is economically feasible if the project oenefits 

exceed the project costs. The department shall consider both 

tangible and intangible benefits and costs in calculating 

econom1c feasi~i1ity.) 

(d) wi 11 be an efficient use of natural resources 

including waterw energy• land• and air. (An efficient use is 

one that m1nim1zes waste.) 

(e) will provide multipurpose facilities to the extent 

practicabla; 

(f) will ~omply with stotutor y and re~ulotory 

standards protecting the quality of resources such as air, 

water. land, fish• wildlife. and recreational opportunities; 

(g) wi 11 provide as soc: ia-ted public benefits in 

addition to an~ private benefits the project or activity mdy 

providei ond 

{hi ~~ needed to accomplish the purpose for which the 

water development project or activity is proposed; 

{2) the applicant has adequate financial resources to 

construct, operate. and maintain the water development 

proJeCt or activity. The department shall consider ftndnCidl 

resourc~s from any source for which the applicant has 

qualified, including a water development grant or 1o~n. 

(3) the applicant holds or can acquire all necessary 

land~~ othe~ than public lands, and interests therein anrl 

wat~r riqhts necessary for the construction• operation, and 
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maintenance of the proposed water development project or 

activity; 

(4) if the app1 ication is for a loan, the applicant Is 

credit-worthy and able and willing to enter into a contract 

with the department for loan repav•ent and construction or 

development of the proposed water development project or 

dctivity; and 

I 5) if the application is for a grant, 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. 

NEW SECTIO~~ Section 11. Evaluation of grants and 

loans to pf"ivate per-sons .. · The department shall consider the 

following criteria and preferences in evalu~ting 

applications and selecting the recipients of grants and 

lo~ns for water development projects and activities that are 

el1gible for funding under [section 10): 

( l) The extent and desirability of th.P pub I ic benefits 

that will be provided must be considered .. 

{2) A Wdter development proJeCt or activity that wi 11 

be used as part of a family farm or in Stdrting d 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 Wdter development .pro;ect or activity t.hat. wi11 

-14- s~ 409 
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uti.l&.Ze or develop wat:er reserved under B5-Z-3l6 stlall be 

given preference. 

(4) The department.• to the extent practicable, shall 

attempt to dchieve geographic balance in the promotion of 

water development projects and activities through the 

awarding of loans and grants to private persons. 

( 5J The extent to whj ch the water development project 

or activity will fully utilize water resoUrc<?s and promote 

the conservatjon and efficient use of the w~ter resource 

shdll be evaluated and consi~ered. 

(6) Projects or activities that could not be 

accomplished without the assistance of a loan or grant shall 

be given preference. 

(7) The department shall give due consideration to any 

othf"f" fdc.tor that, in the department's JUd~ment, JS 

impo~tant to the evalua~ion of the water development project 

or activity in light of the purposes, policies, and 

ObJectives of th@ water development program. 

NE~~fTIQ~~ Section 12. Oepart~nt to solicit views. 

The department shal I sol ic1t and consider in its evalu."tttion 

of proposed p.rojects and activities the views of interested 

and affected departments, boards, agencies, commissions, and 

other subdivisions of the state .. including local 

subdivisions, of the federal government, and 

interested and affected persons. 
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~EW_jECTIDN. 5ectaon 13. Rulemaking authority. The 

board sha11 adopt rules: 

(l) prescribing the form and content of appliL)tions 

for grants ~nct lodns; 

CZI yoverning the application of the crit~ri~ for 

awarding loans and grants to pr1vate persons; 

(3) providin9 for the 

ar-..- ange-ment s for obtaining 

servicing 

security 

of loan~ including 

interests and thP 

establishment of reasonoble fees or charges to be madei and 

(4) describing the terms and conditions for m3king 

gr.:mts and loans, the security instruments. dnd the 

agreements nece ssar Y• 

NE~~£!!Q~ Section 14. Limits on loans. {1) ~o Joan 

for a water development project or activity may be m,:,de from 

t~ wat2r deve] opment earmarked or clearance account thdt. 

e•ceeds the least of S.lOOeOOOt to·t of the estimated total 

fund~ potentially available for loans 10 th~ water 

devPlopment earmdrked and clearance accounts in the oiennium 

in whlch the locJn wi 11 be made., or 80% of the fair- market 

value of the s~curity given therefor. In determining the 

fair market value for the security given for a loan. the 

department shall consider appraisals made by qualified 

appraisers and other factors it consaders important. 

121 The peri 00 for repayment of loans may not c~ceed 

30 yedrs. 
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(31 The board shall from time to time establish t.~ 

interest rate at which lo3n!i may be made under (sectl·.)fl~ 11 

2. and 4 through 23]. 

~-~~= Section 15. limits on grants from water 

development earmarked account. The maximu.n grdnt awarded to 

a private person ~Y not exceed 5% of the estimated ~otdl 

funds potentially available in the- water development 

earmarked account for grants in the biennium 10 which ttw 

grant will be ~ade. 

NE~-~£~!10~~ Section 16. Security intere~t-:.. ThP 

state has 3 lien upon a project constructed with money from 

th~ water development earmarked or clearance account for th~ 

amount of the loan and interest due: the stdte. This l i·-'0 m(jy 

attach to any project faci 1 itiesto equipment., eusements., redl 

property, and property of any kind or nature owned ov th~ 

debtor, inc 1 udi ng a 11 water rights.. The department sha 11 

fil~ with th~ county clerk and recorder of each c~unty in 

t.thlch a part of the project is located either a fanrOincing 

statement or a real estate mortnage covering the loan, its 

amount, terms, and a description of the s~curity. Th~ 

county clerk and recorder sholl record dnd index the 1 ien as 

oth~r lien~ ar~ required by law to be recorded and ind~xed. 

Th~ I i~n shdll be valid until paid in full or oth~rwi s.e 

discharged. The lien shall be foreclosed an accordance with 

applicable state law governing for~clos.ure of mortgajes and 
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NE~_jSf!!Q~~ Section 17. 

yrdnts .. The department shall: 

SB 0409/02 

Administration of loan~ and 

(1) ddminister the loan and grant program established 

by [sections 1· z~ and 4 through 23]; 

(21 s~rvtce loans Made or contract and pay for the 

~erviciny of loans, including arrangement~ for obtJining 

security interests; and 

131 collect reasonable fees or charges for the 

servicing of loans, 

security interests .. 

including arrangements for obtJining 

NEW~£TIO~~ Section 18. Issuing bonds. (II 

authorized by the le9islature dnd within the limits of 

When 

the 

authorizatton dnd within the further limitations established 

1n this section, the board of examiners may issue and sell 

water develOpment bonds of the state in the amount and 

manner it con-s.iders necessary and proper to finance t.he 

water de~elopment loan progrdm. The full faith and credit 

dnd taxing powers of the state are pledged for the prompt 

and full payment of all bonds so issued and interest and 

redemption premiums payable thereon according to their 

terms.. 

I<) Each se~ies of water development bonds may be 

issued Dy the boa~d of exdminers, upon r~quest of the board 

of natural resources and con'!ter.~ati on, at publ i. c or private 
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sale • in such denomina~ions ~nd forms, whethPr payable to 

bedrer with dttached interest coupons or registered ~s to 

principdl or d~ to bOth princtpd1 and inter~stt with ~uch 

provisions for conv~rsion or exchange and for the tssuance 

of notE's in anticipation of the i.ssuanc.e of definitiv~ 

bonds9 bearing interest at such rate or rates. maturing at 

such rate or rates, maturing at Su<:;:h tim..:- or ti.m..~s not 

exceeding 30 years from date of issue, subJect to optiOnJI 

or mandatory rede~ption at such earlaer times and prices and 

upon such notice, with such provisions for pdyment and 

discharge by the deposit of funds or securitii:!s in 2-scrow 

for that purpvse• and payable at the office of such b~nking 

institution or institutions within or out~ide the state. as 

th€ board of examiner$ shall deter~ine subject to the 

limitations contained in thjs s~ctton. 

(3) ln the is sua nee of each series of water 

development bonds• the interest rates and the moturitit·s and 

<>ny mandatory redemption provisions thereof shall be 

established in such manner that the funds then specifically 

pledged and appropriated 

si,Qking account wi 11 i.n 

by 

the 

law to the wat~r development 

judgment of the board ~f 

examiners be received in an amount ~ufficient in each year 

to pay all principal. redemption premiums~ and interest due 

and payable in that year with respect to that dOd a1J prior 

series of such bonds, except outstanding bonds as to which 

-19- SB 40~ 

2 

3 

4 

5 

6 

7 

8 

q 

10 

11 

1Z 

13 

14 

15 

16 

17 

18 

19 

20 

Zl 

2Z 

Z3 

Z4 

25 

SB 0409/02 

the obligdtion of the state hdS been discharg~d by the 

oJeposit of funds or securities sufficient for their p.'iymeont 

in accordance :M~ith the terms of the resolutions Dy whach 

th~y are authorized to be issued. 

( 4) ln all other respects. the boord of ?xam,ners is 

authorized to prescribe the form and terms of the b~nds and 

shall do whatever is lawful and necessary for their 1ssuance 

and payment. Such bonds and any interest coupons appurtenant 

thereto must be signed by the members of the board of 

examiners. and the bonds must be issued under the great seal 

of the stdte of Montana. The bonds anj coupon~ may OP 

executed with facsimile signatures dnd seal in the manner 

dOd subject to the 1 imitations prescribed by law. Th!E' st-3te 

tre~surer shall keep a record of a•1 such bonds 

aoJd. 

issued and 

(51 There iS created a •ater development clearance 

account within the bond proceeds Jnd insu~ance clearance 

fund ~stabll~hed in 17-Z-102. 

(b) •11 proceeds of bonds issued under this ~ection. 

other than refunding bonds• must be deposited in the wate~ 

~evelopment clearance account established in 5Ubsection (5)• 

except thdt any prtncipa1 and accrued interest receiv~d in 

repayment of a loan made from the proceeds of bonds is~ued 

under this section must be deposited in the water 

deve 1 opment 5 inking account and must be app 1 i ed to the 
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payment. redemption premiums. and interest on the particul~r 

oond tssue from whose proceeds the Joan was made. All 

proceeds of refunding oonds must be deposited in the water 

development sinking account and applied to the payment and 

redemption of outstcmdiny bond"i issued unde.- this se<.tion as 

directed by the board• whether at maturity or on any eJrlier 

date on which they may be prepaid according to their t(:rms. 

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

thi~ section or [section 20] must be authori~ed by a VJte uf 

a mdjority of the members of the board of examiners. 

~Sl:! SEC!lQ!h Section 19. Bond proceeds only for 

loans. Water development bond proceeds may De used only for 

tht purpose of making loans as provided tn the water 

development program. 

~f~-~ECIIO~~ Section 20. Sinking 

pledge and ddministration of sufficient 

1 egi sl dt.ure may levy, impose• assess., 

fund account 

balance. (1) Th? 

and pI edge and 

appropr late to the water development sinking account_ any 

tax, charge, fee, rental, or other 

de3tgndted ~ource. The state reserves the 

income from any 

rlJht to modify 

from t1me to time T:he nature and amount of special taxes and 

other rev~nu~s pledged and appropriated to the water 

development s.inki.ng account .. provided that the a·Jgregate 

resourc~s so pledged and appropriated are determined hy the 

legisldture to be sufficient for the prompt and full p~yment 
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of the principdl of and interest and redemption premiu•s 

when due on all bonds payable from that account an~ provided 

that the pledge of the full faith and credit and taxing 

pow~rs of the state for the security of all such bonds shall 

be and remain irrevocable until they are fully paid. 

(2) Money in the water dev~lopment sinking account 

must be used first to pay interest, principal, and 

redemption premiums when due and payable wlth respect to 

water development bondsi second to accumulate a reserve for 

the further security of such payments, to the .:::~mount 

requir~d each month to meet those payments due within LZ 

months thereafter; and third to restore the reserve to this 

amount after each payment-. 

( 3) 

has f1een 

After the 

accumulated 

reserve provided for in subsection «Zl 

in the ~ater development sinking 

account. money at any time received in the water development 

sinking account in excess of that amount must be> transferrerl 

by the tre~surer to the ~ater development earmarked account. 

If the balance on hand at any time in the water development 

sinkin~ account is not ~ufficient to accumulate required 

res~ rves under subsection (2) and is not r~stored to the 

required amount within 3 months thereafter from funds 

specifically pi edqed and appropriated to the water 

de~elopment ~inking account, the tr~asurer shall transfer dO 

amount sufficient to restore the required balance from the 
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gener-al fund to the wate-r development sinkiny .=tccount. 

NEW_~§kTIO~~ Section 21. Water development refunding 

bonds .. ( 1) The board of exarniners may issue refundin·::J bonds 

at such times and 1 n such .amounts., if -::ny. a:. may b"" 

necessary to pJy principal or interest due thdt cannot b~ 

paid from funds then on hand tn the wat~r development 

sinking account. The board of eKaminers may also •~su~ 

refundin-.J bonds to refund outstandin'] bonds b~fore maturity 

for the purpose of extending the maturities th~reof so far 

as deter-mined by the board of ex.:~miners to b~ necessary to 

assure that the funds then pledged to the water development 

sinking account will be sufficient for payment of prln~ipdl 

and inte~est due in subsequent yea~s. The board of examiners 

may also issue refunding bonds to rE>fund outst.Jnding bonds 

before maturity for the purpose of reduciny the int~rest 

cost or the total amount of principal and 

thereon. 

int('rest payable 

(2) No refunding bonds may be issued dnd sold mor~ 

thdn 3 months Defor·E' all bonds refunded thereby mature or 

are Cdlled for redemption un110!ss the proceeds thereof. with 

any· other funds in the Water development sinking account 

that are needed and availdble for the purpose or securities 

purchased fro~ such proceeds and other funds. dre rleposited 

with d suitable banking institution within or outside t~· 

state .. in escrow,. for the retirement of the refunded bonds 
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at ~aturity or at a prior date or dates on which they hav~ 

bet'n called for redemption in dCCordance with their t~rms .. 

in an amount and in a manner sufficient under the provtstons 

secu~ing the r~funded bonds• so that the state's obli~jtjon 

to pdy the Sdtne11 from sour-ces other than the escrow fund. IS 

discharged. 

(3) No new debt: may be created by the i SSUo:<OC.e of 

refunding bonds an accordance with this section. but such 

refundinq bonds Shdl I evidence the t1ebt previous I y CJ"~ated 

dnd shall oe secuJ"ed by the pl~dge of the full faith and 

cn~dit and taxiny powers of the state dnd by the further 

provisions of this pdrt 

refunded t.h~reby. 

1 n the same manner as the bonds 

:'!sW SEC!IOJ:!!. Section ll.. Report to the legisl.H_u..-e. 

fht?: depar-tment shall p~epare a biennial r~port to the 

legislature describing the status of the water deve 1 opment 

projects and program. Threo report must describe OOIJOinq 

dCtivitie~ and those which hdve been completeo during the 

oioennium. The report must also describe proposed ~rojects 

and activities for the coming biennium and recommend~tions 

for necessary appropriations. A copy of the report shdll De 

submitted to the president of the senate and the speak~r of 

the house and to such other members as may request a copy. 

~-~EC!IO~~ Section 23. Penalty. No member. officer• 

attorney.. or other employee of the board ~---n8~~~e• 
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re~earce~--e"d--ee"~er•~~io" or the department ef-n~tare~ 

~e~etir~e~-~n~-een~~rw8tf&n may, directly or indirectly, b~ 

the beneficiary of or receive any fee .. co..nission. '.iitt., or 

other consideration for or an connection with any 

transaction or business under {section§ lt 2. and 4 through 

23) other thdn the salary, fee, or other compensation as he 

may receive as a member, officer, attorney, or employe~. A 

person convicted of violating any provision of this section 

shal1 be punished by a fine not to exceed S.2t000 or be 

imprisoned for not to exceed 1 year~, or Ootn. 

~~~fTIO~~ S~<tion 24. Stdte of Montana coal 

severance tax bond~. [Sections 24 through 42] provide for 

th8 issuance of state of Montana coal severance tax bonds 

(also ref~rred to as coal >everance tax bonds in (~ections 

24 through 42]1 to finance water resource development 

projects and activities, other capital improvements, and 

economac development in the state designed to ~·rovide, 

during and after extensive coal mining, a healthy economy, 

the a11evidtion of social and economic impacts created by 

coal develop~ntt and a clean and healthful environment for 

pr.:?sent and future generations. 

NE~_j~£I!Q~~ Section 25. Purpose and intent. (l) The 

purpos~ of- the coal severance ta:M: trust fund bond provisions 

of [s@ction<o 24 through 42] is to establish the author-ity to 

assue and sell coal severance tax bonds for financinq 
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specific water resource development projects and activities, 

other capital 1mprove~nts• and economic development in the 

state authorized by the legislature and to guarantee 

redemption of such bonds by revenue deri~ed from the 

receipts from the coal severance tax imposed by Title 15. 

chapter 3St part lt and such other money as the 

may from time to time determine. 

legislature 

( 2) The legislature intends 

financed by coal severance tax bonds 

that projects to be 

include but are not 

1 imi t~a to \lfater resource development proje<:..ts and 

activitieS as part of the water development pro9ram 

established in [sections lt z, and 4 through 23]• The 

legisldture further intends that the inc0111e from water 

resource development projects and activities in excess of 

tha amount required for debt service and operation and 

ma1ntenance.of those projects and activities be deposited 1n 

the water development earmarked account establishe~ in 

[section I)]• 

Section 20. Coal severance tax trust NE!!_SECI!Q':!.!. 

subfunds. (1) Th~ trust established under Artie le IX, 

section S11 of th~ Montuno constitution shall be- compos~d of 

the followin~ subfunds: 

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

constitutionally dedicdted receipts from the coal 

tax Shdll be d~posit~d; 
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(b) a coal severance tax permanent subfund; dnO 

(c) d coal severance tax income subfund. 

( 2) On each December 31 and June }0 the state 

tredsurer shall transfer to the coed severance tax po2rm-:~nent 

sub fund alI money ln the coal severance tak bond subfund 

except the amount necessary to meet all princtpdl and 

interest ~ayments on bonds payable from th~ coal sev~rance 

tax; bond subfund on the next ensuing semi.:.nnual p.·lyment 

date. 

~5~_j§£!lQ~ ~ectton 27. ln~estment of funds. Money 

in the coal severance tax bond subfund• the coal s~verance 

tax permanent subfund, and the coal sevE"ritnc~ tax 1 ncome 

subfund must be Invested in dCCOrdance with the investment 

~tdndards for coal severance tak funds. [n~ome and earnings 

from all subfunds must be transferrPd to and r~tained in the 

coal severance tax income subfund unti 1 oppropriated jy the 

1egi$1at.ure. 

~£~_SE£!10~~ Section 26. Pledge of coal severonce tax 

bond subfund. The money 1 n the coal seve,..ance tax bond 

suofund i~ pledged to the payment of the principal and 

interest on all <;»tate of lllontana coal sev@,..,3nceo tax uonds. 

All bonds issued after (the effective date of sectiuns l4 

through 42j ili'hert:in the 1n0ney in the coal severance tax bond 

subfund is pledged for their retirement shall be called 

•state of Montana coal severance tax bonds". 
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NE~-~£f!ID~~ Section 29. Authority to i. ssue coal 

~everance tax oonds. The board of examiners 'E.hall Jssu':! and 

sell coal severance tax bonds to finance water resource 

development proj~cts and activities., ether capitdl 

amprovement~• o~ economic development when dUthor1Zed to do 

so by ~ny law that sets out the amount and purpose of 

issue. 

the 

~~~~£Tto~~ Section 30· 3od~d of examiners to tssu~ 

bonds. The board of cxalfUners ~nay tssue and sell COdl 

severance tax bonds• ano no other ayency of the state is so 

~uthortzed. Any dction taken by the board of 0xam1ners under 

(secti~'1S 24 through 42.] must be approved by a majority vote 

of 1 ts members. 

If 

~-SEC!IO~~ S~ction 31• Special fund 

a law authorizing a co~l severance 

revenues. (1) 

tax bond i. ssue 

contemplates the pledge and receipt of revenues., assets. or 

money other than or in addition to the money in th~ codl 

seve~ance tax bond subfund. then the money derived from such 

plBd~Jed revenues, assets. and money Rlust be paid into a 

special bond ~ccount for the benefit of s.uch bond'.i• which 

mU'.it ~e part of the sinking fund of the state treasury fund 

structure. 

(2) Money must be withdrawn from the coal sever~nce 

tax bond account and paid to the spe-cial bond fund as 

necessary to provide for payment of principal and inte,..est 
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on-the coal severance tax bonds secured by a pledge of the 

special account. 

NEW SEfTIO~ Section 32· Contjnued tax deposit li~it 

on addJtiondl bonds. (1) The legislature shall p~ovid~ for 

the continued assessment, levy. collection, and deposit into 

th~ coal severance tax bond subfund of the coal severance 

tax Nhi ch, t_ogether with such other l'"evenues, 

money as mdy be depositeo to one or more 

assets., and 

special bond 

accounts ~l~dg~d for the benefit of coal severance tax 

bonds, will be sufficaent to produce an amount that as at 

least the amount necessary to pay, when due, the annudl debt 

service chdrJeS on all outstandinq coal severance tax oond~. 

(2) lhe board of examiners may issue no coal severonce 

tax bonds unless the agg~e~dte ~mount of coal ~~verance tdx 

bonds outstanding, including the proposed issue and any 

other coal severance tax bonds authorized but not yet 

i~~ued, can be serviced with no more than two-thirds of th~ 

annual deoosits into the coal severance tax bond subfund, dS 

det-ermined by tha average of the deposits during the 

preceding 3 fiscal years, together with the averdge of thP. 

agg~egate 3mount of revenues, assets, or money deposit~d '" 

on~ or more special bond accounts used to pay debt service 

on outstanding coal severance tax oonds during the preceding 

3 ftscol years. 

(3) The provisions of this section may not be modified 
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so as to reduce the security for any coal 

bonds while such bonds are ou~standing. 

5everanc~ 

~E~~£!10~~ Section 33. Form 

interest -- fiscal agent -- deposit of 

principal 

proceeds. (1) 

tax 

and 

Each 

series of coal severance tax bonds must be issued oy the 

board of examiners at public or private sale~ in such 

denominations and for~~ whether payable to bearer or 

registered as to princapal or both principal and int~rest. 

with such provisions for the conversion or exchange, bearing 

&nt~re~t at such rate or rates. maturing at such times not 

exceediny 40 y~ars fro~ date of issue, subject to redemption 

at such earlier times and prices and upon such notice. and 

payable at the office of such fiscal agency of the stot.e as 

the board of examiners shall determine subject to the 

limitations contained in [sections 24 through 42]. 

(2) IO all other respects the board of examiners is 

authorized to p~escribe the form and terms of the bonds and 

shall do whatever is lawfu1 and necessary for their issuance 

and payment. 

( 3) Coal ~everance tax bonds dnd any interest coupons 

appurtenant thereto ~hall be signed by the members of t.h~ 

board of examiners, and the bonds shal 1 be issued under the 

great seal of the state of Montana. The bonds and coupons 

may be executed with facsimile signatures and seal an the 

manner and subject to the limitation:;;; prescribed by law. The 
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state treasurer shall keep a record of all soch bonds issued 

and SOI'l• 

(4) The board of eKaminers is authortzed to employ a 

fiscal aqent to assist in the performance of tts duties 

hereunder. 

(5) All proceeds of a state of Montana coal severance 

tax bonds issue shall be deposited in a bond proceeds and 

tnsurance clearance fund account established fen' that bond 

ISSUer except that any premiums and accrued inter~st 

received shall be depositf•·d in a sinktnq fund account 

established for that bond issue. 

~~~~I!Q~~ Section 34. Trust indenture. In thP 

discretion of the board of exaMiners, a series of codl 

severance tax bonds may be secured by a trust indenture by 

and bet~een the board of examiners and a ~rustee, which mdy 

be any trust company or bank having the power~ of a trust 

company wi~hin Of" outside of the st<Jte. t::ach trust indenture 

or an executed counterpart theJ"eof shall be filed io the 

office of the s~cretary of state of Montana. The filing of d 

trust inden~ure or an executed counterpart thereof ln the 

off4ce of the county cle-rk of th~ county in which th~ 

property covered by the trust indenture is located is 

constructive notice of its contents to all persons from the 

time of the filinq, and the recordinq of the trust indenture 

~ QE Lts cont~nts is not necessary. 
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~~~§fflON. Section 35. Provisions for protec tin~ 

bondholders. Either the legislati¥~ act providing for thl? 

issuance of coal severance tax bonds or the trust indenture 

rna~ contain provtsJons for protecting and enforcing th~ 

ri9hts dOd reJnedies of the bondholders as are reas.on_"ble, 

proper, and not in violation of law. including covenants 

setting forth th~ duties of the state• ~he board of 

exdminers. and the depdrtments, boards, or ayencies of stdte 

•jovernment in relation to the acquisition. construction. 

Improvement, maintenance• op~ration, repair, and insurance 

of th~ proJeCtS financed with the proceeds of codl severdnce 

taK bonds ~nd the custodyt safeguarjing, and dpplication of 

all money. The !RUS! anJenture may set forth the ritht~ and 

remedie'i of the bondholders as IS CU!.tomdry 1n trust 

indentur~s. deeds of trusts, and mortgages securing 3onds or 

debentures of corporations. No enumeration of particular 

pJw~rs granted by this section impdirs any gen~ral grant of 

power contained tn [sections 24 th~ough 42]. 

NEW_g£llQ~-!. Section 36. Personal liability -- suit 

to compel performance. (1) The members of the board of 

examiners and officers and employees of the departments. 

bodrds. or agencies of state government are not pers'.>nally 

liable or accountable oy reason of the issuance of o~ on any 

coal severance tax bond issued by the board of P.xaminers. 

( l t Any hot der of coal severdnce tax bonds or any 
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person or officer oeing a party in interest, subJeCt to any 

applicable coal severance tax 3greements or JRUSI 

in~entures, ~ay sue to enforce and compel the performance of 

thP COdl severance tax bond provis1ons as set out 10 

(sec~ions 24 through ~2]. 

~Ew__g_~TION. Section 37. Negotiability of bonds. Cod! 

severance tax bonds issued are negotiable instruments under 

the Uniform Commercial Code, ~ubje~t only to the provisions 

for registration of bonds. 

NEW_SE~!ION. Section 38. Signatures of board members. 

In the case any member of the board of e~dminers whose 

signature appears on coal severance tax bonds or coupons 

to bed member before the delivery of the bonds, his CedS€S 

signature is nevertheless valid and sufficient fo~ all 

purposes• the same as if the membe~ he~ tl~Q remained in 

office until d@livery. 

~£~~E~!iQ~~ Section 39. Refunding obligations. (I) 

The state ooa~d of examiners ~ay provide for the issuance of 

~efunding obligations for refunding an~ obligations then 

outs tand in~ that have been is sued under [sect ions 24 thr-ough 

42 }• including the payment of any f"€-demption premium and any 

interest accrued or to accrue to the date of redemption of 

the obliyations. The issuance of refunding obligations.. the 

maturiti~s and other details, the rights of th8 holders. and 

the riqhts. clut.ies, and obligations of th0 state at"e 
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,1overn~d by the dppropriate provisions of [secti:lns 24 

th~ourJh 42] thdt ~'='!late to the issuance of obligations. 

(£:) RPfundiO•] obligations issued as provioed 1n 

subsection ( 1} may i:>e sold or exchanyed for outstdndinq 

oblijation~ issued undet" [sections 24 through 42]• Th<> 

proceeUs. 111ay be applit::!d to the purchase, redemption" or 

payment of outstanding obligations. Pending the applic3tion 

of the prOC-"eds. of refunding obi igations, with oth..:tr 

available funds. to the payment of princJpal, accrued 

1nt, rest., and ony redemption pr-emium on the obll!jdtions 

being refunded and, if penni tted in the resolution 

~uthor1z1nq the 1ssuance of the refunding obliqations or in 

the trust agr~e.ent securing them .. to the payment of 

jntet"eSt on refundln~ obligations and expenses in connection 

with refunding, the proceeds may be invested as provided in 

Title l7w chapter 6. 

~S~_SE£!lO~~ Section 40. Pledge of tha- state. In 

accordance with the constitutions of the United Stotes and 

the stote vf ~ontond• the state pledges that it will not in 

any wey impair the o~li~ations of any aqre€ment betwe~n thP 

state ana the holders of notes and bonds i~sued by the 

state. 

NEW_~£f!!Q~~ Section 41• Ta~ exemption of bonds --

1 egal investm~nts. ( l) All coal severance tax bonds, their 

trdnsfer~ and th~ir incomew.including any profits made on 
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their sale, are e:.;empt from taxation by the stdte or any 

political subdivisions or other instrument'.Jlity of t~ 

state, excepting inheritance. estate, antl gift t~xes. 

(Z) (oa1 severance tax bonds ~re leqal investment~ for 

dny person or board chJrgeo with investment of public funds 

and are acceptable as security for any depJsit of ~ublic 

money. 

NEW SECTIO~ Section 42. Limitation On 1mount of cool 

sever~nce tax bonds issued. No more than $500 million 

of coal severance tax bonds md'Y be issued fot" 

worth 

water 

development projects and activities, other capital 

improve•ents. and econo•ic develop~nt. 

Section 4.3. Sectaon 15-35-108, HCA, 1 'i diAended to 

read: 

"15-35-toa. Oisposa1 of severance taxo2-s. Severdllce 

ta.~~o~s collected under the provisions of this chapter are 

allocated as fullows: 

I I) To the tru~t fund created by Article IX, o;ecti.on 

5t of th~ Montand constitution, 25l of total collections d 

year. After December 31. 1979• 50% of coal sever.;mce tax 

collections df"e allocated to this trust fund. The trust fund 

moneys shall be deposited in the fund e!:.tablished under 

17-6-203(5} and invested by the board of 

provided by law. 

tnvestr~~ents as 

(2) Co~l severance tax collections remaintng after 
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allocation to the trust fund under sub~ection (l) an? 

allocated 

baJ ance: 

(d) 

severance 

in the following percentages of the rem-.Jining 

to the county tn which coal is mined, 2\ of thu 

tax paid on the coal mined in that county until 

January 1, 1'980, for such purposes as the governing body rJf 

the county may determine; 

(b) l 1/2t until December 31• 1979• and theredftQr 5% 

to the earmarked r~vf'."nue fund to the credit of th~ 

alternative energy research development dOd dernon'.jtr..:ttion 

account; 

(c) 26 l/2:t until July 1., L979• dnd there~fter .31 1/2t 

to the edrmarked rev·~nue fund to the credit of 

1mpact dnd education tru~t fund dCCount; 

the local 

(d) for each of the 2 fascaJ years following Junf' 10• 

1'177• 13% to the edr;narked revenue fund to the credit of the 

coJl area highway tmprovement account; 

(e) 10% to the earmarked revenue fun1 for state> 

equal izati.on aid to public schools of the state; 

(f) 1~ to the e~rmarked revenue fund to the credit of 

the county land planning account; 

(g) r-ttr~ !_!L4% 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 

d trust fund for the purpose of parks dcquisition or 
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management. protection of wo~k~ of ar~ in the state capitol, 

and other ~ultural and aesthetic projects. Income from thi~ 

trust fund shall be appropriated as follows: 

(i) 1/3 for protection of works ~f art 1n the st~t~ 

capitol and other cultural and aesthetic projects; and 

(ii) Z/3 for the dCQuisition of sit~s and areas 

described in 23-1-102 and the operatlon dnd ~intendncP. of 

sites so acquiredi 

( i ) lt to the ear~arked revenue fund to the credlt of 

the state library commission for the purposPs of providing 

bdsic library servtces for the residents of all ~ounti~~ 

through library federations and for payment of the cost~ of 

participatin~ in reg1onal and national networking; 

1Jl __ 1_![1~ ___ tg __ !h~--~inklng_fung_!Q_!hg_f~edlt-Qf_!~ 

~~~_2~!Q~~nt~ln~D~-~fCOU~Si 

tjt~ all other revenues from severance taxes 

collected under the provisions of this chapter to th·~ credit 

of the general fund of the state.• 

S~;-ctiun 44. Section 15-38-202• MCA, is amendect to 

rl:!nd: 

"1'5-38-202. ln¥estment of resource indemnity trust 

account expenditure 

paid into the resource 

minimum balance. 11.1 All moneys 

inaemnity trust account shall be 

inve~ted at the discr~tion of the board of investments. All 

the net earnings accruing to the resource indemnity trust 
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account sha 11 annua 1 I y be added thereto unti 1 it has reached 

the SUJJI' of $10 mi 11 ion. Thereafter. only the net earnings 

•ay be approprtated and expended until the account reaches 

S100 millaon. Thereafter• all net earnings and all receipts 

Shdll be ~pprvprtated oy the legislature and expended, 

provided that the balance in the account may never be less 

thdn '1~0 millaon. 

~~1--~~~l~n1n~!isc~£~!2§~~_n~2YiQ~Q~~mount 

~~b~_res~£~_tru~1_2~~~!-l!-9!!2!2£_!b2U-_!!Q__~!ion~ 

10% __ of __ !~~~l~~i-~nco~~~the_r~2~£~-lll2~i1~1~~!! 

acc~!_mY~1-be_~!!2£~!~-1~-~~!--~gve~e~n!__~~~rked 

accQ~nt_£~~~~-Qx_[se~tio~-~" 

Section 45. Sectlon 85-1-301,. MCA, is a~nded to read: 

"85-L-301. Wdter conservation revenue hands. (l) ThP 

board ts hereby authorazed to provide, by resolution .. ~t onf:'!l 

time or froin time to time, for the issuance of water 

conservation revenue bonds of the state for the purpose of 

paying the cost, as hereinabove defined• of any one or more 

such public works, the principal and interest of which Donds 

shall be payoble solely from the special fund herein 

provided for such payMent. Such bonds shall mature dt such 

time or tim~s. not more than 40 y@ars from their ddte or 

dates~ as mQy be f&xed by such resolution but may be made 

redeemdbl~ before maturity 3t the option of th~: state. to b.P 

ex~rcised by th~ bo~rd• at $UCh price or prices and under 
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~uch terms and conditions as may be fixed by the board prior 

to the Issuance of the bonds. The board sha 11 detenni n·c the

rate of interest 5UCh bonds shall bear~-~ot-@•e~edift~-~--pe~ 

ef'll"'tfffti the ti~ne or times of payment of such int~reSti the 

form of the bonds dOd the interest coupons to be attMChed 

thP.reto; and the manner of eKecuting the bonds and roupons 

and shall fix the denomination or denominations of the bonds 

and the pldce or p1i)ces of payiiRE!nt of principal and interest 

thereof • whi<:h may be at any bank oJI" trust company within or 

without the Stdte. 

(2) Provasions may be 11ade for the registr-dtlon of any 

of ..-he bonds. in th~ name of the owner as to pn nc i pal .-Jlone 

or as to both principal and tntere~t. The bnnns dUthurize~ 

unaer the provisions of this section dnd 85-1-303 m.J-y oe 

issued and so1d frot'l tiiAe to time and in such .:lmount".:. dS may 

be determined by the board 9 and the board Indy seJ 1 the bonds 

in such ~nner and for such price dS it may determine to oe 

for the l.Je~t inten;sts of the stat;:!y-~t:r~-fte-,.ttel't-~el-e--.,.totMf. 

be--~ede-~~-+e~~-~l'te"-e-~~~~e-whfeh..,.-eemptt~eft-w~eh-~~l~tTon 

te-~he-s~e~tt~e-Me~u~+ey-of-the--boftd§--Tn--aeee~d~ne@--w+th 

~~aft6erd-~ael.,-o+-ee~-y&ft:re~T-wTl+-~ftew-e-n~-~eturft-o#-o• 

pe~--ennt:rm--te--the-pwr~~e~er-u~~~~he-emeon~-pe+d-t~er~fer. 

The proceeds of such bonds shatJ be used solely for thP 

payment of the cost of the works and shall be checked out in 

such manner dOd under such restrictions, if any• dS the 
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l>oard ~nay provide. 

(3) E~ch resolution providing for the issu~nc~ of 

bonds shall set forth the project or projects for which the 

bonds are to b~ issued. and the bonds authorized by each 

such resolution shall constitute d separate series. The 

bonds of each series shall be identified by a s~ries Jetter 

or letters ~nd may be sold dnd delivered at one tim~ or from 

tiJUe to time." 

Section 46. Se<:tion 8'5-1-332., MCA, is amended to read-: 

"B5-l-33l. Ois~osition of moneys collected. ~t For 

the ~urpose of carrying out the provisions of this Chdpter 

dOd such other water resource authority, powers, and duties 

as are conferred upon the department by la., the following 

moneys shall be deposited in the ~erme~Ked-~~•@n~e-~H"e-~~r 

the--H~e--of--~he--depe~tmeftt ~ate~--~~~!~e~s__~~2~ed 

~Q~Q!_~~~-Qy_~g~tion_2J: 

tetl!l all sums of money don,~ted or contributed JY ttx> 

federal gov~rnment or clOY department or aqencies thereof; 

tbtill all gifts, dondtions. oequests~ and devises 

made to the state therefor and pro<eeds of the sale thereof; 

and the proceeds of the saJe or redemption of and th2 

interest earned by the securities purchased or acouired with 

money received under this subsectioni 

t"Hll all reimbursements for money advanced for the 

payment of the assessments upon state• school-granted. and 
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other public lands for the improvement thereof as ~rovided 

by 1 aw; 

td-t!il all reimburse.nents for money advanced for thf> 

investigation and survey of reclamation9 electrificdtion. 

and rehabilitdtion systems or projects proposed to be 

financed in whole or in part by the ,-eclamation of lands. and 

dikinq, drainage., and dikinq and drainage dams for 

conservation of water to be used in reclamat.ton of land or 

stock reservo1r5 or for the construction, maintenance, and 

op~ration of plants or projects for the manufacture or 

distribution of electric current; 

t~ti~ al 1 reimbursements for costs of sur-vey'S and 

inve5tigdtions for moneys advanced to counties, citiPs• or 

towns or the1r proportion of the cost thereof or from any 

other sources•i 

t2t--~~e-f&t•ow~ng-~he~~--be--~epe~T~ed--rft--~~~--~~e~~ 

qenera~-f~nd* 

t~t~~ ~f~l-~!-~th~!~ise_RLQYl~~g_~-~~L ~11 1ncome 

or profit and revenue of the works and all money received 

from the sale or disposal of water, use of Wdter • water 

~toraqe. or other service and from the oper~tion• lease,. 

salet or other disposition of the works• property., and 

facilities acquired under this chapter; and 

teti!l ~~£~t-~~-_Qlbgrwi~_Q[2Ylde~-~~!~ dll sums 

receiv::!-d by the department fof" the use of electri'-ity ln 
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excess of the maintenance and oper-ation :>f thE> 

electrification system Ol" project.• 

Section 47. Section 90-2-lOh MCA,. is amended to ...-ead: 

•qo-2-101. Policy and purpose. {l) In the develc>pm@nt 

of the naturd 1 resources of the state!y it is essP.nf:t,Jl to 

distinguish t>et""een those which are and those which an· not 

~enewable; to make proper charges th~ouyh taxation and 

otherwise for the depreciation of nonrenewable r@sources; 

and to invest a prope~ propol"tion of the tax and othe~ 

revenues fr-om nonrenewable resources in the replace .. ent 

thereof with developments 

that will preserve for th~ 

of renewable natural resources 

citizens the benefit of t~ 

state's naturdl heritaq~ dnd to ensure that the qudlity of 

existing public resources such as land. air,. wet:er,. fish,. 

wildllfe. and recl"eational opportuniti~s ar-e not 

significant)y diminished by developments supported by thas 

part. 

I 21 In order to finance such developments. it is 

necessary to borrow in anticipation of the receipt of the 

revenues so that replacement will not lag behind 

consumption. The purpose of this part is to provide .;~ 

procedure for bo~rowing in the most ~conomical way for this 

purpose, to authorize the c.reation of debt to financf.: th~ 

first stage of th~ program, and to desc.rihe the types of 

projects• loans, and grants to.be included in the program." 
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Section ~B. Section 90-Z-111, MCA• is amended to read: 

"90-Z-lll. Grants to divisions of stat€> government. 

(1) The depdrtment of natural resources and conservation mdy 

recommend to the governor that grants from the rencwdble 

resource development account provided for by this. O-:::trt be 

made to any depdrtment, agency, boardt commission, or oth~r 

division of stdte government. 

(2) T~1e department shall solicit and cmsider 1n its 

evaluation of proposed projects the views of interest~d and 

dffected departments, boards, a genet es .. and other 

subdivi~ions of Stdte dnd federal ~overnment ~nd ot other 

interested and affected persons. 

(3) The governor Shall subRiit those grant proposals 

nav1ng his .;tpproval to the leqlslature by the 20th d<3y of 

any leqislative se~sion. Those grant proposals approved by 

the legislature shall be administered by the d~partment. 

(~) The ~rdnts provided for by th1s section mdy be 

me~d-2 for the purchase,. lease. or construction of ~nJjects 

for the conservation,. management• utilization,. development• 

or preservation of the ldnd,. weter~ ft~h, wildlafe 9 

recreataonal,. and other renewable resources in the Stdte; 

for the purpose of feasibility and desi.qn studies for such 

proJectsi for development of plans for the rc-h<Jbi lit~Jtion,. 

~xpans1on. or modification of ~xistino projects; and for 

such other and further similar purposes as th~ legislature 
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cJS required to 

:Jr""dnts pursuant 

Section 49. Section 90-2-ll-4• J1CA, is amended to read: 

"90-2-124. Appropridtion of coal severance tax. The 

state pledges Jnd dppropriates and directs to ~e credit~d to 

th.:· sink an--:~ fund account • as rece 1 VP.th r--1-t~• !_!L~! of all 

money from time to time received from the collection of t~ 

sev .. _•,.--;jnce tax ,Jnd remaining after allocation of such t-'lx to 

th~ trust furtd establt~hed under section 5,. Article Ix. of 

the ~ontdn~ constitutaon and such additional amount thereof• 

tf .~ny• as may be requtred from t1me to time to provid-e 

suffjcient funds for the purposes stated irl 90-2-12312)• 

provided thdt no more than t-It~• !_!L~; of such tax 

collections shall be deemed to be pledged for the purpose of 

90-2-121(3).• 

Section 50. Codification instruct Jon. -:,ections 1,. 2• 

and 4 through ~3 are intended to be codified as an intc~ral 

part of Title 8~. chapter 1. and the provisions of Titl~ 85~ 

ch~pter l• apply to sections l• 2• and 4 through 23. 

Section 51. ~everability. If a part ~f this act ts 

inval id9 all valid pdrts that are sev~rable from the invalid 

part remain in effect. If a part of this act is inval1d in 

one or more of its applications,. the part remains in effect 

-44- se 409 



SB 0409/02 

in all valid appl ic.ations that a,..e severable fro11 the 

Z invalid applic~tions. 

3 Section 52. Repealer. Sections 85-1-333 and 8~-l-33Ltoe 

4 

5 

MCA, are repealed. 

Section 53. Effective date. This act. except for 

6 sections 4• 43• and 49e is effective July lt 1981. Sections 

1 4t 43• and 49 are effective July 1, 1983. 

-End-
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2 

STATEME"T OF INTENT 

SENATE BILL 409 

3 Sendte Agriculture, livestock and I~rigation Committee 

4 

5 A statement of intent is required for this bill because 

6 it delegates rulemaking authority to the Board of Ndturdl 

7 Resources and Conservation in section 13. 

8 The intent is to provide the Soard with the authority 

9 to adopt those rules necessary to administer the loan and 

10 qrant portion of the water development program. The 

11 authority is limited by section 13 to prescribing the form 

12 and content of applications for qrants and loans. to 

13 ddopting rules governing the application of the criteria for 

14 ~warding loans and grants to private persons, to adopting 

15 rules providing for the servicing of loans including 

lt. arrangements for obtaining security interests and the 

17 establishment of reasonable fees or charges to be made, and 

1~ to prescrioing the terms and conditions for making grants 

19 and loans. the security instruDentst and the agreements 

20 neces5oary. 

ll First adopted by the Senate Agriculture. livestock and 

22 Irrigation Committee on the 18th day of February, 1961. 
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Approved by Co~ittee 
on Agriculture Livestock 
& Irrigation 

SENATE BILL NO. 409 

INTRODUCED BY HANNING, GALT 

BY REQUEST OF THE GOVERNOR 

A BILL FOR AN ACT ENTITLED: "AN ACT TO CREATE A WATER 

DEVELOPMENT PROGRAM; ESTABLISHING A LOAN AND GRANT PROGRAM 

FOR WAfER DEVELOPMENT PROJECTS AND ACTIV!TIES; ESTABLISHING 

AN EARMARKED WATER DEVELOPMENT ACCOUNT; ALLOCATING A PORTION 

OF THE COAL SEVERANCE TAX PROCEEDS; ALLOCATING A PORTION OF 

THE INTEREST INCOME FROM THE RESOURCE INDEMNITY TRUST 

ACCOUNT; CREATING AUTHORITY FOR WATER DEVELOPMENT BONDS; 

CREATING AUTHORITY FOR COAL SEVERANCE TAX TRUST FUND BONOS; 

~EC~~1~&_-~ _ _11MIT£Q __ ~~OPRI!TION__Qf_!NC~_ANO INTEREST 

f~-!~Q!~~~~~!~CE _ _l!! _ _!!US!i LIFTING THE INTEREST 

CEILING ON WATER CONSERVATION REVENUE BONOS; AMENDING 

SECTIONS 15-3~-108• 15-36-202• 85-1-10h 85-1-301• 85-L-332. 

'ID-2-101• 90-2-LL1, AND 90-Z-124• MCA; REPEALING SECTIONS 

85-1-333 AND dS-1-334• MCA; AND PROVIDING EFFECTIVE DATES." 

BE IT ENACTED BY THE LEGISLATURE OF T>iE STATE OF MONTANA: 

~~~~E_~TIO~.!. Section 1. Purpose and policles. ( 1.1 The 

legislature finds and declares that in order that the peopiP 

of Montana may enjoy the full economic and recreationdl 

benefits of the state's water resources. the state must 

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

and state entities for water resource development projects 

and activities. 

(l) The purpose of the water development program is to 

further the state's policies. set forth '" 85-1-101, 

regarding the conservation. development• and beneficial use 

of wate~ resources. 

(3) The legislature recognizes that water IS one of 

the ~ost valuable and i~portant renewable resources in 

Montana; therefore, it is appropriate that a portion of the 

taxes on the removal of non~enewable ~esou~ces be dedic~ted 

to the conservation, development. and beneficial use of 

wate~ ~esources. 

(~) The developaent of water resources Is of a high 

priority because a large portion of Montana's present and 

future economy is based eithe~ directly or indirectly on the 

wise use of water. 

(5) This water development program is an integral par~ 

of the implementation and development of the comprehensive. 

coordinated, multiple-use water resources plan known as the 

"state water planff. 

~~-~EC!!Q~~ Section z. Objectives. The department 

shall administe~ a water development program to accomplish 

such objecttves as rehabilitation of state-owned water 

projects and wo~ks; promot1on of private. local government, 
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and state water develop~nt; development of water-based 

recreation and the protection of ~ater resources for the 

benefit of agriculture, flood control, and other usesi 

de'V@ 1 opment 

deve l op111ent 

of offstream and tributary stor.;~ge; 

of state-tribal. state-federal, 

and 

and 

state-tribal-federal water projects. !HE __ ~QRA~f__Qt__~!!SE 

E.Q!! __ ~!ll!!'!L~ __ fUTug__illgFICI1L1JSE}._~.\,LJ!E GIV§:!2 

~IGH~RIORITY. The water development program is the key 

implementation portion of the state water plan and shall be 

ad.,inistered to accOIAplish the objectives of the plan. 

Section 3. Section 85-l-1029 MCA, is aiMtflded to read: 

"85-1-102. Deftnitions. Unless the context requires 

otherwise. in this chap~er the following definitions apply: 

(lJ •Board• means the board of natural resources and 

conservation provided for in 2-15-3302. 

(l) •cost of works" neans the cost of construct&on; 

the cost of aJJ lands, property, ri.9hts• easeaent~• and 

franchises. acquired which c:~re deeP~ed necessary for- the 

construction; the cost of all water rights acquired or 

exercised oy the department in connection with those works; 

the cost of all Machinery and equipment, financing charges, 

interest prior to and during construction and for a period 

not 

cost 

exceeding J years after the completion of construction; 

of engineerinq an~ le9al expenses, plans• 

specifications, surveys, estimates of cost, and other 
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expenses necessary or incident to determining the 

feasibility or practicability of any project; ddmini3trative 

exp@nse; and such other expenses as may be necessdry or 

herein duthorized and the incident to 

construction 

operation. 

the financing 

of the works and the plactn~ of the same in 

( 3) ••oepartment:" means the depart~nent of ndturaJ 

resources and conser~ation provided for in Title 2, chapter 

1'5• part 3J. 

f4) •owner" means all individuals. irri~ation 

districts. drdinage districts. flood control districts. 

incorporated companies. societies. or associdtions havlng 

any title or interest in any properties• riqh~s. easements, 

or franchises to be acquired. 

i~l__~fr~~te ____ R~L!Yn~--~~ns ____ ~~y__ __ indivt~ual. 

2SS~i2!~Q~-----~~~ihi~~---~£RQ[~ti~ _ _Q£ ____ Qth~r 

QQD9Q~~!n~n!al_~nti!x_ng!_~!l9i~--fQL __ loans_~uQ__g£ants 

~~~~~-L~!l~~j_Q~t_~Q~DQ!_ln£l~e a_gov~~~~~l-~~ti~ 

~~---~-·---~~-~~~~---l2cal __ g~~~n!L-_~L--QQ!i1~ 

~~1i~~l~_2f_!he_~!~!~~~~~iteQ~~te~~-2£_~x_~gencv 

!he~~f~-2L-~-2ln~~-92~Lll~~nt~ga!l!~ 

tStl~ wproject" means any one of the works herein 

defined or any combin-ation of such works whtch are 

physically connected or jointly managed and ope~a~ea as d 

sinqle unit• 
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tll--~~ubliLB.!!!!!fl ts" ~~L!l!2.!!__be!!!_fit~ that a~~ 

from _Ll!~!:~~R~L-RL o jec,L__2_<_!!£l:U.llL_!.2__~!.~!ll 

oth~L_i~_th~-~.2~Qrant__Q.L~n recip!!tllLand_!lli!l 

~!!!!~~_!he_£2!!~!Lwe11=being__2~tl!L_~~-2L Mon1~ 

~ub!lf-_ben£!i!~--i~!Y~~~Y~~l_ll!1te~Q recred!iony 

f..!QQ!:!_£_2nt.r.~lL~~lQ!L!educ t i ~~gr i 9:!l 1:!:!!.~!1.22!! __ ~~.!2~ 

red!:!£1i2~--!!!at!L_9.!!~i!L-~~.!£!!..1. sedl!!!!:L!.~Y£!: ion' 

.2U~.ll __ _!.Q __ !..!£Li~t iO!! __ ~JmQI.iY.D..i.~~.t__~g--w i I dl i fe 

COO!!.!.Y:~tiO~ 

LAl--~~~!-~Yelo~~! _ _flea~ance account• Mea~~ 

~~Q~!.~!~~~!_£L~~te~~l-l!!~!!~n__l~J__~ith~!he __ bond 

fP.:J~!;~OS ,g!)g_l£!~~ce_c1e~.L.f!!.lliL.2f the state treasury 

!2-_fi~~~~-_!Q~ns __ yag!_<_~~Q!Q~isio~ __ of __ ~-~ 

dev~!Q.~nt __ Q!..Q~!! __ !.Q~g~.i.~-_!Qs;al_~~rn~~en~~ 

~.!..!: i caL~.22.t! is i9f'.2_2L th~.!!!.!--R!. i va~2.!U.LO!!~ and 

~!!~ __ Q!n~L-~!i9ible r.eciQl~n!!_!~-QLQf~ds-2f_~i!~ 

~nd~r_[~~£!i~-~-l~-~nd 4 ~~231. 

t~l-~~ilir._deyeloi!.!!!!!:-~ill!L!!!~--~!!_Jllion_!!!. 

Q!.Qgra~ _ __!Q ~~:l!! ~!lllf! __ A!!!L_t!lJ:!!NCE !!~!!ased 

!~!:.~atiQ!L~.[_1..Q_e£!!!.!!f..:L2!_~~~1!~~.!.CeS f2L_ the 

Q!n~fit __ Q!__~!l~~l!Y£~_!1ood__f2Q~!.91L--2L-_othe_r __ y~ 

l~l~i~g_~~!_flQ!_Jimit~Q_!~~~yrpos~-~!_!~!__R~2tion 

Qf_~!fi~l!n!_yj~_of_~~!~!-ln~sri&Yl~l-~~_!~2£2¥!-~n!_of 

~at~!._g~~!i!Ll!!._!9!.l9!l!!:!re_~-2!!:!!!_!!.Q!!R'2l nt_i.2..Y.!..£L.Yi!.ll 

the ~!Met~~~ ~!£CT!ON __ ANO ~tlAN(EMENT of ~ater-based 
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r.ecr.~~!lon, _!b!!_~Q!!!t:..2!__2.L_£!Q.!i2!L_2f.__tl.(_!ambanks_ and 

~on!!_OI __ _Qf ___ ~~m§nt~ti2n __ 2f__ti~~ and strea•s, and 

I!!.Q~idin9_B!.~~§!._lgcal_~-~!_5~ntro1 of Mgntana water 

res~~ce~---~at~!.--~!velop.e~ __ !£1lviti!A __ ~ provide~ 

£Omb~!l2n-2!_!arke!~!e and ng~.[~~~!fits. 

l!Ql_•W~r~ev~~~nt ear•a~ked account" •eans a 

~~!.!!!~-~£S~i_£!..!ts!tef!~[sec!i.Q!!.2..J_~thin !;he earma,.ked 

~~D~-- fu!}!J_ of t.n~_!!!~- tref!.!Y!t.-!2!:.-.!m__g_yr posn._Q! the 

!!i!l~~velo~!!LQ.!:Q9!.~.!!-~1!~!__!.Qr!!Li!L~i2!L2h. 

!1!1~~a~e~~~~~!2~~~2~!!__m~U!~- projec~ as 

defi~~~ _ _in__su2~~£tio~--~~~~!_th~~~~~Q~ment 

~~l~tSJ.[.~~!....li.!!!i!~!1_!.2_2!..2jec~!~ed__2!__ooerated ~ 

the g~~r-tme!ll..!. 

l!~1-~~~!---g~~!22-~~---sin~n9 __ ~coun~~~u~ 

~~~£at~~~f~"~-~~_hy_(sectto~_il_~!hi~--~he_~nking 

fun~--2!--1~~-!tat~--;~ea~~~!Q_-~_used--2~ provid!Q_in 

illni2!L.£Qh 

f6t1ll1 •works• means all property~ rights, easements, 

and franchises relating thereto and deemed necessary a~ 

convenient for their operation and all water rights acquired 

or exercised by the department in connection Mith those 

works and includes all means of conserving and distributing 

water. including. without limiting the generality of the 

foregoing. reservoirs, dams, diversion canats. distriouting 

canals. waste canals. drainage canal~• dikes-. lateral 
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ditches and pumping uni~s. •ains, pipelines. and waterworks 

systems and includes all such works for th .. conservation• 

deve 1 opiRent, storage, distribution. and uti J ization of 

water • inc 1 ud in g without I i mi ti ng the genera I it y of the 

foregoing, works for the purpose of irrigation, flood 

drainage, fish and wildlife, recreation, prevent.i on. 

d.eve 1 opment of power, watering of stock, supplying of water 

for public, dotwestic• industrial, or other u$es and for fi,.e 

protection.• 

NE~~~TIO~~ Section 4. Water devetop~~ent sinking 

account created --coal severance tax allocated. (1) There 

is created a water development sinking account within the 

sinking fund established in 17-Z-102. 

CZJ The state pledges and allocates and directs to be 

credited to the water development sinking account. as 

received, 1 l/4* of all money from time to ti~ received 

from the coal severance tax collected under Title 15• 

chapter 35. and reRaining afte~ allocation of such tax to 

the trust fund established under Article IX• section 5• of 

The Constitution of the State of Montana. 

~EC!Hl~~ Section 5. Water developMent earmdrked 

account created -- revenues d I located limitations on 

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

develop~ent earmarked account within the earmarked revenue 

fund established in 17-2-lOZ. 
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(2) There shall be paid into the water developMent 

earmarked account: 

(at all revenues of the works and other money as 

provided in 65-1-332; 

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

indemnity trust account as provided in and SUbJect 

conditions of l5-38-Z02i 

to the 

(c) the excess of the 

allocated by (section <t) to the 

coal severance tax proceeds 

water development sinking 

account above debt service requirements as provided in and 

~ubject to the conditions of [section 20]• 

(l) Appropriations •ay be made from the water 

development earmarked account for the following purposes and 

subject to the following conditions: 

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

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

appropriated for the operation and maintenance of 

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

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

greater than that necessary for operation and •aintenance 

expenses, the excess .ay 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 a•ount mdy be 
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appropriated from the account for: 

{i) the rehabilitation of state-owned projects and 

works, including the rehabilitation 

state-owned daMsi 

of spi 1 h•ays of 

(ii) the for~ulation of downstream emergency warning 

and evacuation plans for state-oNned da•s; 

(iii) the development of the hydropower potential of 

state-owned dams; 

(iv) assistance in the i~lementation of the water 

reservations established under 85-2-316 of conservation 

districts; 

(vi the promotion of the develop•ent of offstream and 

tributary storage; 

(vi) the pro.not ion of joint s tate-tr i bd 1, 

state-federal, and state-tribal-federal wat~ development; 

(vii) ad~inistrative expenses, including but not 

limited to the salaries and expenses of personnel, 

equtpment 9 office space. and other necessities incurred in 

the administration of the water development program except 

the administration of loans and grantsi and 

(viiil any other expenditures that meet the policies 

and object 1 ves of the state water deve 1 op11ent program. 

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

account from the water development sinking account dOd only 

thdt amount may be appropriated from the account for loans 
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and qrants for water development projects and activities and 

for administrative expenses. including but not limited to 

the salaries and expenses of personnel, equipment. office 

space, and other necessities incurred in ad•inistering the 

loans ana grants. 

NEW~~!!Q~~ Section 6. Grants and loans to state and 

local govern.ents. (l) The depart.ant may recommend to the 

legislature that grants and loans be made fro~ coal 

severance tax proceeds deposited in the water develop~nt 

earmarked account and loans be made from water development 

bond proceeds deposited in the water development clearance 

account to a depart~nt• agency. board. co.mission. or other 

division of state government or to a city. county. or other 

political subdivision o·r local govern..-ent body of the state. 

The legislature may approve by appropriation or other 

appropriate mean~ those grdnts and loans it finds consistent 

with the policies and purposes of the prog~am. 

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

may be made for the purchase. lease. development• or 

construction of water development projects and activities 

for the conservation, llanagement• use. development• or 

protection of the water and related agricultural, 1and 9 

fish, ~ildlife. and water recreation resources in the statei 

for the purpose of feasibility and design studies for such 

project~; for development of plans for and the 
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rehabi 1itat.ion, expansion,. and modification of water 

development projects; for other water development projects 

and activities that will enhance the water ~esources of the 

state; and for sasilar purposes approved by the legislature. 

~~~TIO~ Section 1. Grants and loans to private 

persons. ( lJ To encour·age the construction and development 

of water development projec~s and activities. the department 

may ~ake grants and loans to private persons from funds 

approprtated from the water development ear~rked account 

and may make loans to private persons from the water 

de~lop.ent c1eara~ce account. 

(2) The departnent shall publicize the statutes and 

rules governing grants and loans to private persons for 

water developm2nt projects and activities. set and publicize 

application deadlines. and accept applications for grants 

and loans. 

f3) The department shall review. evaluate, and select 

water development projects and activities for which grants 

or loans may b~ awarded. 

~EW_~ECI!Q~= Section a. Division of funds bet1111een 

water dewelopeent 

depart.ent shall 

projects 

recom111end• 

and 

to 

activities. Ill The 

the extent possible, that 

water develop~nt projects and water development activities 

be funded equally when making recommendations to the 

legislature on loans and grant·s for state and local water 
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develop~ent under [section 6J• 

(2) The depart~nt shall. to the extent possible, in 

approving grants and loans to private persons fund water 

development 

equally. 

projects and water development dcti~ities 

~f~~ECTIO~~ Section 9. Applications for grants and 

loans to private persons. (1) A private person may apply for 

a grant or loan to finance a water development project or 

activity to be constructed• developed. and operated an 

Montana. 

(Z) An appllcat.i_on for a loan or grant •ust be in the 

form prescribed by the board and contain or be accompanied 

by any infor•ation necessary to adequately describe the 

proposed project or activity and necessary for evaluataon of 

the proposed project or activity under the criteraa set out 

in [sections 10 and 11]• 

NE~-~££TION. Section 10· Eligibility for a loan or 

grant to a private person. The departMent may not award a 

yrant or loan to a private person unless the department 

finds. based on the application and the department • s 

investi9ation and evaluation of the proposal• that: 

111 ~he 

activity: 

proposed water develop~nt project or 

(a) will promote 9 enhanca 9 or advance the pu~pose• 

policies. and objectives of the water develop~ent program; 
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operated 

Cc. will be economically feasible. (A project. or 

activity is econa.ically feasible if the project benefits 

exceed the project costs. The department shall consider Bo~h 

ONL! tangible ~ftd---+ft~aft~ib+e benefits and costs tn 

calculating economic feasibility.t 

(d) will be an efficient use of natural resources 

including water, energy, landt and air. (An efficient use is 

one that mini~izes waste.) 

(e) will provide multipurpose facilities to the extent 

practicable; 

(f) will comply with statutory and regula tory 

standards protecting the quality of resources such as a1r• 

water, landt fish• wildlife, and recreational opportunities; 

(g) will provide associated public benefits in 

addition to 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; 

(2) the dpplicant has adequate financial resources to 

construct• operate• and maintain the water development 

project or activity. The department shall consider financial 

resources from any source for which the applicant hds 

qual1fiedt including a water development grant or loan. 
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(3) the applicant holds or can acquire all necessary 

lands, other than public lands, and interests therein and 

water rights necessary for the construction, operation, and 

maintenance of the proposed water development project or 

activity; 

14} if the application is for a loan, 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 wate~ develop~nt project or 

activity; a"d 

{5) if the application is for a grant. 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 activityl_~ND 

l£l __ !E_!~~_A~~~!~~!!Q~_!i_FOR_~B~NT. _ _!~~-APPLl~ 

~~~!--~~~~~-!~-!~~~Q~!_Qf_!~~~~~~~!-~Q_!~~!_!~_GRA~!-~AY 

NOT_EXC~E0_£23_QE_!~~-!Q!~~-PRQ1EC!_~Q~!· 

~~_}££TID~~ Section 11. Evaluation of grants and 

loans to private persons. The department shall consider the 

following criteria and preferences tn evaluating 

applicdtions and sel~cting the recipients of grants and 

lodns for water development projects and activ1ties that are 

eligible for funding under [section 10): 

( 11 rhe extent and desirability of the public benefits 

that will D~ provided must be considered. 
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(2) A water development project or activity that will 

be used as part of a famtl y 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. 

CJ) A water development project or activity that will 

utilize or develop water reserved under 85-2-316 ~hall be 

given preference. 

(4) The depart~ent• to the extent· practicable, shall 

attempt to achieve geographic balance in the pro•otion of 

w~er development projects and activities through the 

awarding of loans and grants to private persons. 

(5J The extent to ~hich the water development project 

or activity will fully utilize water resources and promote 

the conservation and efficient use of the water resource 

shall be evaludted and considered. 

(6) Projects or activities that could not oe 

accomplished without the assistance of a loan or grant shalJ 

be given preference. 

PI The departMent shall give due consideration to any 

other factor thatw in the department's judg.ent• as 

Important to the evaluation of the water development project 

or activity an I ight of the purposes, pol i.cies, and 

objectives of the water development prograM. 

NE~_SEC!IO~~ Section 12. Department to solicit views. 
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The department shall solicit and consider in 1ts evaluation 

of proposea projects and activities the view~ of interested 

and affected departments, boards, agencies, commissions, and 

other subdtvisions of the state, including local politicdl 

~ubdivisions, of the federal government, and of other 

interested and affected persons. 

~§~~f~!IO~~ Section 13. Rulemaking 

board shall adopt rules: 

author i tY• The 

Clt prescribing the form and content of applications 

for grants and loans; 

(2) governing the application of the criteria for 

a~arding loans and grants to private persons; 

(31 providing for the servicing of loans including 

arranqements for obtaining security interests and 

establishment of reasonable fees or charges to be made; 

the 

and 

{~) describing the ter•s and conditions for •dkin9 

grants and loans. the security instruments, 

agreements necessary. 

and ~he 

~~~_1ECIIO~~ Section 14. li•its on loans. (1) No loan 

for a water development project or activity mat be made from 

the water development earmarked or clearance account that 

exceeds the leas~ of SlOO.ooo, 10% of 

funds potentially .::..vailable for 

the estillated 

1 oans in the 

total 

water 

development ear~arked and clearance accounts in the bien~lum 

in which the loan will be madet o~ BOt of the fair market 
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value of the secu~ity given therefor. In determining the 

fair market value for the security given for a loant the 

depart~nt shall consider appraisal~ made by qualifi~d 

~pprdisers and other factors it consider~ important. 

C2J The period for repayment of loans 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 lt 

2t and 4 through 23]• 

~g~_~§~TIO~~ Section 15· Limits on grants from water 

develop~ent earmarked account. The maximum grant awarded to 

a private person may not exceed 51 of the estimated total 

funds potentially available in the water development 

earmarked account for grants in the bienniu~ in which the 

grant will be made. 

~~~-~ECTIO~~ Section lb. Security inter-ests. Th<> 

st~te has a 1len upon a project constructed with .aney from 

the water development earmarked or clear-ance account for the 

aMount of the Joan and interest due the state• This lien may 

attach to any project facilities. equipment• easements, real 

p~operty, ana property of any kind or- nature owned by th~ 

debtor, including all 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 a financing 

statement o.- a .,.-eal estate mortgage covering the toan 9 its 
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aMOunt, terms, 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 indexed. 

The lien shal 1 oe valid until paid in full or othe~wise 

discharged. The lien shall be foreclosed in accordance with 

applicable state law governing foreclosure of mortgages and 

liens. 

~~-~~~!10~~ Section 17. Ad~inist~ation of loans and 

grants. The department shall: 

(l) administer the loan and grant program established 

b' [sections 1. 2. and 4 through 23); 

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

servicing of loans, including arrangements for obtaining 

security interests; and 

{3) collect reasonable fees or charges for the 

servicing of loans, including arrangements for obtdining 

security interests. 

~~M~E~!IO~. Section 18. Issuing bonds. (l) When 

authorized by the legislature and within the limit~ of the 

authorization and within the further limitations established 

in this section. the board of examiners may issue and sell 

water development bonds of the 5tate in the amount and 

manner it considers necessary and proper to finance the 

water development loan program. The full faith and cred1t 

and taxing power~ of the state are pledged for the prompt 
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and ful I payment. of all bonds so issued and .interest and 

redemption premiums payable thereon accord1ng to their 

terms. 

(2) Each series of water development bonds may be 

issued by the board of examiners. upon request of the board 

of natural resources and conservation. at public or private 

sate. in such denominations and for~s. whether payable to 

bearer with attached interest coupons or registered as to 

principal or as to both principal and interest. with such 

provisions for conversion or exchange and for the issudnce 

of notes in anticipation of the tssuance of definitive 

bonds, bearing interest at such rate or rates, maturing dt 

such rate or rates. maturing at such time or tiMes not 

exceeding 30 years from date of issue. subject to optional 

or mandatory redemption at such earlier ti.es and prices and 

upon such notice. with such provisions for payment and 

discharge by the deposit of £unds or securities in escrow 

for that purpose. and payable at the office of such banking 

institution or institutions within or outside the state• as 

the bOd~d of examiners shall determine subject to the 

limitations contained in ~his section. 

(3) In the issuance of each series of water 

development bonds. the interest rates and the mdturities and 

any -andatorv redemption provisions thereof shall De 

established in such manner that the funds then specifically 
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pledged and appropriated br law to the water development 

sinking account wi11 in the judgment of the board of 

examiners be received in an amount sufficient in each year 

to pay all ~rincipal. redeMption premiums. ana interest due 

dnd payable in that year with respect to that and all prior 

series of such bonds. except outstanOing bon~s as to which 

th@ obligation of the state has been discharged by the 

deposit of funds or securities sufficient for thear pdyment 

in accordance with the terms of the resolutions by which 

they are authorized to be issued. 

(4) In a11 other respects. the board of examiners is 

authorized to prescribe the form and term~ of the bonds and 

shall do whatever is lawful and necessary for their issuance 

and payment. Such bonds and any interest coupons appurtenant 

thereto ~ust be signed bv th@ members of the board of 

examiners. and the bonds ~ust 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 limitataons prescribed by law. The state 

treasurer shall keep a record of all such bonds Jssued and 

sold. 

(5) There is created a water development clearance 

account within the bond proceeds and insurance clearance 

fund es~ablished in 11-2-102. 

(6) All proceeds of bonds issued under this section. 
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other than refunding bondSt must be deposited in the water 

development clearance account established in subsection (5)• 

eKcept that any principal and accrued interest received '" 

repayment of a loan •ade fro• the proceeds of bonds issued 

under this section rnust be depo~ited in the water 

development sinking account and •ust be applied to the 

pay~ent• rede~tion pr~•iums. and tnterest on the particular 

bond issue from whose proceeds the loan was ~ade. All 

proceeds of refundang bonds aust be deposited in the water 

development sinking account and applied to the payment and 

rede~ption of outstanding bonds issued under this section as 

directed by the board• whether at •aturtty or on any earlier 

date on which they may be prepaid acco~ding to their terms. 

(7J All actions taken by the board of exdminers under 

this section or" [section ZO] mustoe aut:horiled by a vote of 

a maJority of the me~bers of the board of examiners. 

~-~~~flO~~ Section }9. Sond proceeds only for 

loans. Water develop•ent bond proceeds may be used only for 

t~ purpose of making loans as provided in tne wdter 

development program. 

~~~_jEC!IO~~ Section zo. Sink•ng fund account 

pledge and administration of sufficient balance. (l) The 

legislature may levy, Lmpose, assess. and pledge and 

aopropr"iate to the water development Sinking account any 

ta)(, chdrge, fee, rental, or other income from any 
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designated source. The state reserves the rtght to MOdify 

from ti•e to time the nature and amount of special taxes and 

other revenues pledged and appropriated to the water 

development sinking account. provided that the agg~egate 

resources so pledged and appropriated are determined by the 

legislature to be sufficient for the pro~pt and full pay~ent 

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 

power'S of the ~tate for the security of all such bonds shall 

be and rematn irrevocable until they are fully paid. 

(Z) Honey in the water development sinking account 

•ust be used first to pay interest, principal• and 

redemption premiums ... -hen due and payable with respect to 

water development bonds; second to accumulate a reserve for 

the further security of such payments. to the amount 

required each month to meet those payments due within lZ 

months thereafter; and third to restor~ the reserve to this 

amount after each payment. 

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

has been accumulated in the water development sinking 

account, .aney at any time received ln the water development 

sinking account in excess of that amount must be transfer~ed 

by the treasurer to the water develop~nt earmarked account. 

lf the bal~nce on hand at any time in the water development 
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sinking account is not sufficient to accumulate required 

reserves under subsection (2J and 15 not restored to the 

required amount within 3 months thereafter from funds 

specifically pledged and appropria~ed to the water 

development sinkinq account• the treasurer !N ACCO~~~~ 

~!!~~f~~DG£_2E_!ttE_f~ll_ FAl~_ANO ~~OIT AND TAXING 

POwfg~_Qf__~-~!AIE shall transfer an amount suffici~nt to 

restore the required balance from the general fund to the 

water development sinkiny account. 

~EW~EC!!Q~ Section 21. Water develop~nt refundin9 

bonds. (l) The board of examiners may issue refunding bonds 

at such times and 1n such amounts, jf any, as ~ay be 

necessary to pay principal or interest due that cannot be 

paid from funds then on hand in the wate~ development 

sinking account. Th@ boa~d of exaMiners may also issue 

refunding bonds to ~efund outstanding bonds befo~e maturity 

for the purpose of extending the maturities thereof so far 

as deter~ined by the board of examiners to be nece$Sary to 

assure that the funds then pledged to the water development 

sinking account will be sufficient for payment of principdl 

and interest due in subsequent years. The board of examiners 

•ay also issue ~efunding bonds ~o refund outstanding bonds 

before maturity for the purpose of reducing the interest 

cost or the total amount of principal and interest payable 

thereon. 
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(2) No refunding bonds may be issued and sold more 

than 3 months before all bonds refunded thereby mature or 

are called for rede~ption unless the proceeds thereof, with 

any other funds in the water developnent sinking account 

that are needed and available for the purpose or securities 

purchased from such proceeds and other funds. a~e deposited 

with a suitable banking institution -ithin or outside the 

state• in escrow• for the retire~nt of the refunded bonds 

at maturity or at a prior date or dates on which they have 

been called for redemption in accordance with their termst 

1n an a•ount and in a -anner sufficient under the provas1ons 

securing the refunded bonds, so that the stdt~•s obligation 

to pay the sa•e• from sources other than the escrow fundt 1S 

discharged. 

(3) No new debt may be created by the ISsuance of 

refunding bonds in accordance with this section. but such 

refunding bonds shaJJ evidence the debt previously created 

and shall be secured by the pledge of the futJ faith and 

credit and taxing powers of the state and by the further 

provisions of this part in the saMe manner as the bonds 

~efunded thereby. 

~§~-~~I!!Q~~ Section zz. Report to the leqislatu~e· 

The departtnent shall pr-epare a biennial report to the 

legislature describing the status of the water development 

progra~. The report •ust describe ongoing projects and 
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acti~ities and those which have been completed during the 

biennium. The report must also describe proposed projects 

and activities for the coming biennium and recommendations 

for necessary appropriations. A copy of the report shall oe 

submitted to the president of the senate and the speaker of 

the house and to such other members as may request a copy. 

~~-SE~!IO~~ Section 23. Penalty. No member. officer, 

attorney, or other employee of the board e+---fts~u~~ 

~~~e~~e~~--e~-~eft~@~Y8tfe" or the department of-ne~~rdl 

r~e~~~~-eftft-e&ft~erwe~feft may. directly or indirectly. be 

the beneficiary of or receive any fee. commisstont gift, or 

other consideration for or in connection with any 

transaction or business under [sections 1• l• and 4 through 

23) other than the salary. fee 9 or other compensation as he 

may receive as a member., offjcer. attorney. or emplotee. ~ 

person convicted of violating any provision of this section 

shall be punished by a fine not to exceed sz.ooo or be 

imprisoned for not to exceed 2 years. or both. 

NE~ SECTIO~~ Section 24. State of Montana COdl 

severance tax bonds. [Sections 24 through 4l] p~ovide for 

the issuance of state of Montana coal severance tax bonds 

(also referreo to as coal severance tax bonds in (sections 

24 through 42]) to finance water resource developMent 

projects and activities, other capital improvement5• and 

economic development in the state designed to provlde., 
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during and after extensive coal mining, a healthy economy., 

the alleviation of social and economic impacts created by 

cool develop.ent. and a clean and healthful environmen~ for 

present and future generations. 

NE~_jS~TION~ Section 25. Purpose and intent. (1) The 

purpose of the coal ~everance tax trust fund bond provisions 

of [sections 24 through 42] is to establish the authority to 

issue and 5ell coal severance tax bonds !!1!!._!!~_!_BEEN 

~PP~OVfQ~_ACT_OF_!HE_~EGI1h!IYBf for financing speciflc 

~ater resource development projects and activities., other 

capital improvements• and econoMic development in the state 

authorized by the legislature and to guarantee redemption of 

such bonds by revenue derived from the receipts fro~ the 

coal severance ta~ impoSed by Title 15• chapter 35 9 part l• 

and such other money as the legis1dture may from time to 

time determine. 

(2) The legislature intends that projects to be 

financed by coal severance t~ bonds include but are not 

limited to wdte~ resource de'te 1 opment projects and 

activities a• part of the water development progra~ 

established in [~ections 1., z., and 4 through 23). The 

legislature further intends that the 1nco•e fro~ water 

resource development projects and activities in excess of 

the amount required for debt serv1ce and operation and 

maintenance of those projects and activities be deposlteo In 
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the water development ear•arked account established in 

[section 5]. 

~5~SE~I!Q~~ Section 16. Coal severance tax trust 

subfunds. (l) The trust established under Article rx, 

section 5, of the Montana constitution shall be composed of 

the following subfunds: 

(a) a codl 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 inco•e subfund. 

(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 payments on bonds payable from the coaJ severance 

tax bond subfund on the next ensuing semiannual payment 

date. 

NE~ SECTION. Section 27. Investment of funt.Js. ill 

Honey in the coal severance tax bond subfund. the coal 

severance ta• permanent subfund. dOd the coal severance tax 

income subfund must be invested in accordance with the 

investMent stan~ards for codl severance tax funds f!~EfT AS 

fRDY!OEO IN_~1f&!!Q~£1· Income and earnings from all 

subfunds ~ust be transferred to and retained in the coal 
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severance tax income subfund ~~T~--8~~~ep~~eted--&y--t~ 

•e~T~~~~u~e. 

lll__§fGIN~NG __ Q~ __ JUL!_!~~§lL-!~_h~1b~TU~~-~HAk1 

~~f~Qf~!AT~_15~_0F T~~-!~~~-~~~~RN!~GS_fRO~_ALb_1~fUNQ1 

IQ_~~-Q~fQ1!I£Q_lQ_!HE_~Q~b-~~RAN~~-I~!_f~~~~~£~!__SU~FUND 

£~~-_!§~~-I~-f~QS APPROf~~~IQ_I~~CO!b_l€1!~~~~_!~ 

f!B~~NE~!_1Y~~Q_Q~Q~~-THI1_1UB~I~~!_~--~--FU~THER 

~PP~QfRIATEQ _ _§~~~~-YQI!_Qf_~£=£QURfH~_Qf_I~~f~~ 

Qf_f~~-~QY1~_Qf-lti~_h£§!ll~TVRE~ 

~~-}~~TIO~ Section za. Pledge of coat seve~dnce tdx 

bond subfund. The .aney in the coal severance tax bond 

~uofund is ptedqed to the payment of the principal and 

interest on all stdte of Montana coal severJnce tax bOndS• 

All bonds i~sued after [the effective date of sections Z4 

through 42] wherein the money in the coal severance tax bond 

subfund is pledged for their retire~nt shall be called 

"state of Montana coal severance tax bonds". 

~~-~~~!ION. Section 29· Authority to issue coal 

severance tax bonds. The board of examiners~fON Aff~~ 

Qf__!tJ.LlE§!SlATURE_~~-!:!£!!~!!!.!f.H.!LfROVlDEilt shall issue and 

sell coal severance tax bonds to finance ~~£PROVED ~ater 

resource development projects and activities. ,other capital 

Improvements• or econo•ic development when authorized to do 

so by any la~ that sets out the amount and purpose of the 

issue. EA~~-~Q~I~~CTIV!!!L_OTHfg_f~PII!b_!~PROy~~EN!_~ 
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OTH~!!_-l!~ ... J/E_!!~YELOPI'IENT ...2.!!~kL!!L~~~~A TEL Y Af~U_L TO 

~~Q~~y THE_kf~~~~!YRE. 

~E~~f~TIO~~ Section 30. Board of examiners to issue 

bonds. The board of examiners may issue and sell coal 

severance tax bonds, and no other agency of the state iS so 

authorized. •ny action taken by ~he board of exa•iners under 

[sections l4 through 42] must be approved by a majority vote 

of its members. 

NEW_SECTIO~~ Section 31. Special fund revenues. (1) 

If a law authorizing a codl severance tax bond issue EQ~~ 

~PE~!FIC_ PURPOSt AND IN A SPECIFIC AMOUNT contempl~tes the 

pledge and receipt of revenues, assets, or money other than 

or in addition to the .oney in the coal ~everance tax bOnd 

subfund• then the •oney derived from such pledgea revenues. 

assets• and money must be paid into d special bond account 

fo~ the benefit of such bonds. which Must be p~~t of the 

sinking fund of the sta~e treasury fund structure. 

(2) Money must be withdrawn from the coal severance 

tax bond account and paid to the special bond fund dS 

necessary to provide for payment of principal and interest 

on the coal severance ta~ bonds secured by a pledge of the 

sp~cial account. 

~EW_SE£!10~~ Section 3Z. Continued tax deposit li~it 

on additional bonds. (1) The legislature shall provide for 

th€ continued assessment, levy, collection, and deposit into 
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the coat severance tax bond subfund of the coal severance 

tax which, together ~ith such other revenues. assets 9 and 

money as may be deposited to one or more special bond 

accounts pledged for the benefit of co~l severance tax 

bonds, will be sufficient to produce an amount that is at 

least the amount necessary to pay. when due• the annual debt 

service charges on all outstanding coal severance tax bonds. 

(2) The board of examiners .ay issue no coal severance 

tax bonds unless the aggregate a.ount of coal severance tax 

bonds outstanding, including the proposed issue and any 

ather coal severance tax bonds authorized but not yet 

issued, can be serviced with no .ore than two-thirds of the 

annual deposits into the coal severance tax bond subfund, as 

determined by the average of the deposits during the 

preceding 3 fiscal years, together with the average of the 

aggregate amount of revenues, as~ts, or money deposited in 

one or more spec1al bond accounts used to pay debt service 

on outstanding coal severance tax bonds during the preceding 

3 fiscal years. 

(3J The provisions of this section May not be modified 

so as to reduce the security for any coal severance tax 

bonds white such bonds are outstanding. 

NE~-~~£TIO~~ Section 3~. For~ principal ~nd 

ante~est-- fiscal agent-- deposit of proceeds. (1) Each 

series of coal severance tax bonds must be issued by the 
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board of eJt.:aminers at public or private se~le.. in such 

deno~ni nation::. and form• ~hether payable to b~arer or 

registered as to principal or both principal and interest, 

with such provisions for the conversion or e~change• bearing 

&nterest dt such rate or rates. ~aturtng at such times not 

exceeding 40 years from date of issue. subject to redemption 

at such earlier time!» and prices and upon such notice., and 

payable at the office of such fiscal agency of the stdte as 

the board of exam1ners shall determine subject to the 

limitations contained in {sections 2~ through 42]• 

(Z) In all other respects the board of exetmtners IS 

authorized to prescr&be the form and ter•s of the bonds and 

shall do whatever is Jawfu1 and necessary for thei~ issuance 

and pay•ent. 

(3) Co~J severance tax bonds anO any interest coupons 

appurtenant thereto shall be signed by the members of the 

board of exaeine~s• and the bonds shall be issued unde~ the 

-::Jreat seal of the state of Montana. The bonds and coupons 

may be executed with facsimile signatur-es and seal in the 

manner and subject to the limitations prescribed by laM• 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 dut.ies 

hereunder. 
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(5) All proceeds of a state of Montana coal seve~ance 

tax bonds issue shall be deposited in a bond proceeds and 

insurance clearance fund account established for that bond 

issue,. except that any premaums and accrued inte~est 

received 5hall be d~posited in a sinking fund dCCOunt 

established for that bond issue. 

~!~-~~flO~~ Section 34. T~ust indenture. Jn the 

disc~e~ion of the board of examine~s. a series of coal 

seve~ance ta~ bonds may be secured by a trust indenture by 

and between the board of examiners and a trustee, which may 

be any trust co~pany or bank having the pONe~S of a trust 

company ~ithin or outside of the state. Each trust indenture 

or an e•ecuted counterpart thereof shall be filed in the 

office of the secretary of state of Montana. The filing of a 

trust indenture or an e•ecuted counterpart thereof in the 

office of the county clerk of the ~ounty in which the 

property covered by the trust indenture is located is 

constructive notice of its contents to all pe~sons fro~ the 

time of the fifing, and the ~ecording of the trust indenture 

e~ Q~ its contents is not necessary. 

NEW SECI!Q~~ Section 35· Provisions for pro tee ti ng 

bondholders. Either the legisldtive act providing for the 

issuance of coa1 severance tax bonds or the trust indenture 

may contain provisions for protecting and enforctog the 

rights ana remedies of the bondholder~ dS aTe reasondble. 
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proper. and not in violation of 1aN9 including covenants 

setting forth the duties of the state. the board of 

e~aminerst and the departments, boards, or agencies of state 

qovernment in relation to the acquisition, construction, 

improvement, maintenance, operation, repair, and insurance 

of the projects financed with the proceeds of coal seve~ance 

tax bonds and the cu5tody, safeguarding, and application of 

all money. The !RUST indenture may set forth the rights and 

remedies of the bondholders as is custo.ary in trust 

ind~ntures, deeds of trusts. and ~ortgages 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)• 

NE~ SEC!IO~~ Section 36. Personal liability --suit 

to compel performance. (1) The meAtbers of the board of 

examtners and officers and employees of the departments, 

boards, or agencies of state government are not personally 

liable or ac~ountable by reason of the issuance of or on any 

coal severance tax bond issued by the board of examiners. 

( 2) Any holder of coal severance tax bonds or any 

person or officer Deing a party in interest, subject to any 

!RUST applicable coal severance tax agreements or 

indentures. may sue to enforce and compel the performance of 

the co a 1 sever a nee tax bond prov 1 s 1 ons as set out in 

lsection~ l~ through 42]• 
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NE~~f!ION. Section 37. Negotiability of bonds. Coal 

severance tax bonds issued are negotiable instru~ts under 

the Uniform tommercial Code~ subject only to the provisions 

for registration of bonds. 

~E~-~TIO~~ Section 36. Signatures of board members. 

In the case anv me•ber of the board of examiners whose 

signature appears on coal severance tax bonds or coupon~ 

ceases to be a Member before the delivery of the bonds, his 

signature is nevertheless valid and sufficient for all 

purposes, the same as if the member has tl!Q remained an 

office until delivery. 

NE~~~TIO~ 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 obliyations. the 

maturities and other de~ails, the rights of the holders, and 

the rights, duties, and obligations of the state are 

governed by the appropriate provas1ons of (sections 24 

through 42) that relate to the issuance of obligations. 

(2) Refunding obligation5 is~ued as provided in 

subsection (1) may be sold or e){changed for outstanding 

obll;Jations .issued under [sections l4 thro ... gh 4l]. The 

-34- sa 409 



2 

3 

4 

5 

6 

7 

a 

9 

10 

11 

12 

13 

14 

15 

11> 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0409/03 

proceeds may be applied to the purcha~e• rede~tion, or 

payment of outstanding obligations. Pending the application 

of the proceeds of refunding obligations, with other 

available funds• to the payment of principal9 accrued 

interest, and any redemption premium on the obllgdtions 

being refunded and 9 if permitted '" the reso 1 ut ion 

authorizing 

the trust 

the issuance of the refunding obligations or in 

aqreeMent secur1ng them, to the payment of 

interest on refunding ob1igations and expenses in connection 

with refunding9 the proceeds may be invested as provided in 

Title lTt chapter 6. 

NEW SECTION. Section 40. Pledge of the state. In 

accordance with the constitutions of the United States and 

the state of Montana, the state pledge5 that it ~o~~i 11 not tn 

any way impair the obli~ations of any agreement between the 

state ana the holders of notes and bonds issued by the 

state. 

NEW~~!!Q~~ Section 41. Tax exemption of bonds -

legal investments• (1) All coal severance tax bonds, their 

transfer, and their income• including any profits made on 

their sale• ore exemp~ froa taxation by the state 

political subdivisions or other instrumentality 

state, excepting inheritance. estate. and gift taxes. 

or 

of 

any 

the 

(2) Coal severance tax bonds are legal 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 

money. 

NEW SE1l!Q~ Section 42. Li~itation on amount of cod1 

seve~ance tax bonds issued. No more than •see !ZSQ million 

worth of coa1 severance tdx bonds mgy be tssued for water 

deve 1 opment projects and acti vj t1es, other capital 

improvements• and economic development. 

Section 43. Section 15-35-108 9 M(A, is amended to 

redd: 

"15-35-108. Disposal of sev@rance taxes. Severance 

taxes collected under the pr~isions of this chapter dre 

allocated as follows: 

(1) To the trust fund created by Article IX, section 

5, of the Montana constitution, 25% of total collections a 

year. After December 31, 1979, 50\ of coal severance tax 

collections are allocated to this trust fund. The trust fund 

moneys shall be deposited 10 the fund established under 

17-6-203(5) and invested by the board of investments as 

provided by law. 

(2) Coal severance tax co11ections re~~naining after 

allocation to 

allocated in 

balance:: 

t:he 

the 

trust fund 

following 

under subsection (lJ are 

percentages of the remaining 

{a) to the county in which coal is mined, 2% of the 

seve~ance tax pa1d on the coal mined i.n that county untlJ 
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Jdnuary 19 1980. for such purposes as the governing body of 

the county may determine; 

{b) 2 liZ' until December 31• 1979, and ther@after 5' 

to the earmarked revenue fund to the credit of the 

alternative energy research development gnd demonstr~tion 

account; 

(c) lb l/2% until ~uly lt 1979, and thereafter 37 l/Z~ 

to the earmarked revenue fund to the credit of the locdl 

lmpact and education trust fund account; 

(dt for each of the 2 fiscal years following June 30, 

1977, 13~ to the earmarked revenue fund to the credit of the 

codl area highway improvement account; 

(e) 10% to the ear~arked revenue fund for state 

equalization aid to public schools of the state; 

(f) lt to the earmarked revenue fund to the credit of 

the county land planning accounti 

(g) r-~tr- !_!L4% to the sinkinq fund to the credit of 

the renewable re~ource development bond accoun~; 

Chi 5~ to the earmarked revenue fund to the credit of 

a trust fund for the purpose of parks acquisition or 

mana~ement, prot~ction of works of art in the state capitol. 

and other cultural and ae~thetic pro;ects. Inco~e from this 

trust fund st1all be appropriat~d as follows: 

{i, l/3 for protection of ""orks of art Ln the state 

capitol and other cultural and aesthetic projects; and 
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( i i , 2/3 for the acquisitLon of sites and areds 

described in 23-l-102 and the operation ana maintenance 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; 

ill __ l_!~~--to __ !~~-~inking_!ynd_~_!h!_fredi1_2!~ 

~!~!-~~~!~~~~-~l~~~D9-~fCOUO!i 

titill all other f"evenues from severance taxes 

collected under the provisions of this chap~er to the credit 

of the general fund of the state.• 

Section 44. Section 15-38-202• MCA. is amended to 

read: 

"15-36-202. Investment of resource indemnity trust 

account expenditure minimum balance. 11~ All moneys 

paid into the resource indemnity trust account sha11 be 

invested at the dascretLon of the board of investments. All 

the net earn1ngs accruing to the resource inde~nity trust 

account shall dnnua11y be added thereto until it has reached 

the sum of SlO mi 11 ion. Ther-eafter .. only the net earnings 

may be appropriated and expended until the account reaches 

£100 mill1on. Thereafter, all net earnings and all receipt5 

shd11 be appropriated by the legislature dnd expended, 
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provided that the balance in the account may never be Jess 

than SlOO million. 

!£l __ §~gin~lng_in_fl!£~~~!~~~-2L2Yl9~d the~~~ 

ln_!~esg~.!:~-!!.~~.L~~Li!-S!!~-.!tt~!!--~!..!L_!ll!!iont 

JO:t _ __!!.f _ _Lhg_ i n!e re ~!-.i.Df9!'!!_gf_~-~~2!!!~-.lm;!!!!!n ill-!~ 

~~2Y~!-~~1~-~l!Q~~l~g__!Q__~ate~ _ _Q~~12Qmen_t __ g~r_~rked 

acc.Qun!_~~~-~.,L[Sectj_£m_z.h." 

Section 45• Section 85-t-30lt HCA, is amended to read: 

•es-1-301. Water conservation revenue bonds.. (1) The 

board is hereby authorized to prov1de- b~ resolution, at one 

time or fro111 time to tlt~e., for the issuance of water 

conservation revenue bonds of the state for the purpose of 

paying the cost, as hereinabove defined• of any one or more 

such public Works, the principal and interest of ~hich bonds 

shall be payable solely froas the special fund herein 

p~ovided for such payment. Such bonds 5haiJ mature at such 

time or times. not more them 40 years frofR the1r date or 

dates. as may be fixed by such resolution but may be maOe 

redeemable before maturity at the option of the state. to be 

exercised by the board• at such price or pr1ces and under 

such terms and conditions as may be fixed by the board prior 

to the i5suance of the bonds. The board shall determine the 

rate of interest such bonds ~hall bear.-fte~-e~eed+Rg-~•-peP 

Sftn~m; the time or times of payment of such interest; the 

form of the bonds and the i. nterest coupons to be dttached 
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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 

thereof. which may be at any bank or t~ust company within or 

without the state. 

(2) Provisions may be •ade for the registration of any 

of the bonds in t.he name of the owner as to principal alone 

or as to both principal and ulterest.. The bonds authorized 

under the P'Ovtsions of this section and 85-l-303 may be 

issued and sold from time to tiMe and in such dmounts as may 

be detertwined by t.he board• and the board taay set I the bonds 

an such manner and for such price as it may deterMine to be 

for the best interests of the state~-~~~-no-~~e~-~e~~--~he~~ 

&e--msde-~r-~s~-~~Oft-s-priee-whteh~-eOM~n~e~-w·~~-r@~~~fOn 

~&-the-ehs&~~~-ma~~~tty-e~-~he--heftd~--in--e~eerdenee--•+~~ 

~~eftdePd-~ab+~-e+-bon~-weltie~~-w+++-~hew-a-net-retbr~o~~

pe~--eftft~·--~&--tfte-pbrchasPr-tipeft-~he-a~a"~-paTd-~her@~er. 

The proceeds of such bonds shall be used solely for the 

payment of the cost of the works and shall be checked out ln 

such a~anoer and under such restrict ions • if anyt dS the 

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 issued9 and the bonds authorized by each 

such r~so1ution shall constitute a separate series• The 
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bond~ of each series shall be identified by a series letter 

or letters and may be sold and del1vered at one time or from 

time to time.• 

Section 46. Section 85-l-3lZ• HCA, is amended ~o read: 

"85-1-332. Disposition of moneys collected• tit For 

the purpose of carrying out the provisions of this chapter 

and such other water resource authority, po~ers. and duties 

as are conferred upon the department by law. the following 

moneys shall be deposited in the earmerked-~ewenue-~oftd-~or 

th@--u~e--o~--t~e--de~A~~--"~ ~ateL--~~lo~~~marked 

~~2~Q!_cre~ted_Qy_~~tion_2]: 

fd~1!1 all sums of money donated or contributed by the 

federal governaent or any department or agencies thereofi 

teiill all gift~• donations, bequests, and devises 

made to the state therefo~ and proceeds of the sale thereofi 

and the proceeds of the sale or redemption of and the 

interest edrned by the securities purchased or acquired with 

money rece1ved under this subsectioni 

tet111 all reimbursements for •oney advanced for the 

payment of the asses~ments upon state• school-granted, and 

other public 

b'f 1 dWi 

lands for the improvement thereof as provided 

tdt~l all reimbursements for money advanced for the 

in\le~tiqation and survey of re<lamation, electrificdti.on. 

and rehabilitation systems or projects proposed to be 
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financed in whole or in part by the reclamation of lands and 

dikinq,. d~ainage, dnd diking and drainage dams for 

conservatlon of water to be used in reclamation of 1 and or 

stock reservotrs or for the construction. Maintenance, and 

operation of plants or project5 for the manufacture or 

distribution of electric current; 

tet12.l all reimburse•ents for costs of surveys and 

investiqations for ~oneys advanced to counties, cities• o..-

towns or their proportion of the cost thereof or from any 

other sourcesr_i 

trt--~he-~e++ow~~-shd~+--be--depo~~ted--~n--the--~tate 

get"'e~tt+-~a"d• 

t~till ~.£~Q~.Qthe~ise.-l?.!.~Vid~Q_~~~.!. all 1ncome 

or prof1t and revenue of the Marks and all money received 

from the sale or disposal of watery use of water, water 

storage, or other service ana from the operation. lease,. 

sale, or other disposition of the works• propertyt and 

facilities dcquired under this chapter; and 

tbti!l ~~~el __ as __ 21b~i~-e~~2-2x-!aw, all sums 

received by the department for the use of electricity in 

excess of the maintenance and operation of the 

electrification system or project.• 

Section 47. Section 90-2-101. MCA, is aMended to ~ead: 

"90-2-101. Policy and purpose. (1) ln the development 

of the ndtura 1 resou~ce~ of the state. at is essential to 
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distinguish between those which are and those which are not 

renewable; to ~ake proper charges through taxation and 

otherwise for the depreciation of nonrenewable resources; 

and to invest a proper proportion of the tax and other 

revenues from nonrenewable resources tn the replacement 

thereof with developments of renewable natural resources 

that wi11 preserve for the citizens the benefit of the

state's natural h~ritage and to ensure that the quality of 

existing public resources such as land, air, wate~~ fish,. 

wildlife, and ,..ecreational opportunities are not 

significantly diminished by develop~t~ents supported by this 

part. 

(2) In order to finance such developments. it ts 

necessary to borrow in anticipation of the receipt of the 

r@venues so 

consumption. 

thdt replacement 

The purpose of this 

will 

part 

not l.39 behind 

ts to provide a 

procedure for borrowing in the most economical way for this 

purpose, to authorize the creation of debt to finance the 

first stage of the program. and to describe the type~ of 

projects .. loans, and qrants to be included in the program.• 

Section 48. Sectton 90-2-111, MCA, is dmended to read: 

•90-2-111. Grants to divistons of state government. 

(1) The departnent of natural resources and conservation may 

recouuaend to the governor that grants from the renl:!wab le 

resource development account provided for by this part be 
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made to any department. agency, board• commission, or other 

di~ision of state government. 

(2) The department shall solicit and con:iid@r 1 n its 

evaluation of proposed proJects the view~ of inte~ested and 

affected departments. boards .. agencte~. and other 

subdivision~ of state and federal government dnd of other 

interested and affacted persons. 

(3) The governor shall subMit those grant proposals 

having his approval to the legislature by the 20th day of 

any legislative session. Those grant proposals approved by 

the legislature shalJ be administered by the depdrtment. 

(4) The grants provided fo~ oy this section may ue 

made for the purchase. lease. or construction of projects 

for the conservation. •anageaentt utilization. development• 

or preservation of the land. "e~er~ fish. wildlife. 

~ecreationaJ, and other renewable resources in the stat.et 

for the purpose of fea~ibility and design studies for ~uch 

projectsi for development of plans for the rehabilitution. 

expanston~ or modification of existing projects; and for 

such other and further siailar purposes as the legislature 

may approve. 

(5) The depart~nt may adopt rules as required to 

govern the teras and conditions for making grants pursuant 

to this section.M 

Section 49. Section 90-2-124• MCA, is aMended to read: 
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"90-2-124. Appropriation of coal severance tax. Th~ 

state pledges and appropriates and directs to be credited to 

the sinking fund account. as receiwed• r-+t?- !_~3 of all 

money from time to time received from the collection of the 

severance tax and remaining after allocation of such tdx to 

th~ trust fund established under sections. Article IX, of 

the Montana constitution and such ~dditional amount thereof, 

if any. as may be required from tlme to time to provide 

suffic1ent funds for the purposes stated in 90-2-123(2) 9 

provided that no more than ~-~tr- !_~! of such tax 

collections shd11 be deemed to be pledged for the purpose of 

90-2-121 Pl•" 

Section ~o. Codification instruction. Sections 1~ 2. 

and 4 through 23 are intended to be codified as an integral 

part of Title as. chapter 1, and the provisions of Title ss. 

chapter 1. apply to sections 1. 2. and 4 througt• 23· 

Section 51. Severability. If a ~art of thi~ dct 1S 

tnval id 9 all valid parts that are s.evPrable fl""om tM invalid 

part remain in effect. If a part of this oct is inYdlid tn 

one or more of tts appllCdtions, the part remains in effect 

in all valid applications thdt are seyerable from the 

22 inv.:.J id appl icdtJons. 

23 Section 52. Re~eater. Sections 85-l-333 and 85-1-334• 

24 MCA, are repealed. 

LS 1l~!!Q~_2~~--~QQ~Ql~AT!Q~!~~!BUCl!Q~~--i!l __ !~~--~QNDS 
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!UT~li<D_y~OE~-l~ECJ!ON_I~~!~!_BE_!~~~-~NLESS: 

i~l--~~------lbf __ !477] _ _!~__f!SS£Q __ !~Q__!~Q_BY A 

!HR££-FO~E!~~_xQ!£_Qf_E!~-~~£_Qf_Jtl£_LEGISLAJUR£i_OR 

i~l--~~QTH£B ___ ~ILb ___ !UTHORIZl~_!HE ____ OEBl~--- ANO 

!ffBOPBl!IIN&__!tlE__f~~Qi__fLEOGIQ__FOR _ _!HEI~-REPAYHE~~ 

PA~~EO_~ND_~f£EQ~£Q_~l-~-!~R££-FOUR!HS_yOTE_Qf_£ACH tlOU~E OF 

!HE_~E~!~~~!~RE~ 

i£l __ !~_!QQ!l!Q~_!Q~E_EfQUIREMENTS OF SUBSECTION ~ 

!HE_b£~!5L~!UR£ __ ~~~! __ ~££f!FICA~-~~ROVE~!CH PR04ECTt 

~CT!~ll!~--~AP!!AL_l~~BQVE~f~l_Q8_!!£~Q[_Q£VELQPHEN!_ft£FORE 

!Hc __ ~ONO S __ !Q__fl NA~LE _ _!!:!!l _ __!!BQ,!£C T t __!C T l Vl!.!.!_ ___ CA£1 TAl 

!~£BOVEMEN!~_OR_lTE~_Q£_0E~£bQ£~E~-~~!_BE_J55U£~ 

i~l _ _!~f-~QNO~-!~!~OR!IEO_yNOEB_lj£~!!Q~-!~~~!-~Q!_BE 

!SSY£Q __ ~~bf~~--~--~!hb _ _!Y!HORl~§~£_QEBl_£B~TEO ~!_!~£ 

~AL£_Q!:_ THE_£Q!!OS~_!o£PROPRI A! lNG_ THE_..£\mOS __ PL EllGEQ_ FuR 

!HE!E_Bff~l~ENT_lj_f~SS£Q_!~Q~PROyEO B~Q=l~IROS_yQ!E-Q£ 

EA~~!:!QY~f_Qt_!~f_b£§~1ATUB~ 

Section 54. Effective date. This act• except for 

sections 4• 43. and 49, is effective July 1. 1981. Sections 

4• 43• and 49 dfe effective July 1, 1983. 

-End-
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~Tth Legislature 

STATE"E"T OF INTENT 

SENATE BILL 409 

sa 409 

2 

3 

.. 
Senate Agriculture, livestock and Irrigation Co.mittee 

S A stateatent of intent is required for this bill because 

6 it delegates rulemaktng authority to the Board of Natural 

7 Resources and Conservation in section 13. 

8 The intent is to provide the Board with the autho~ity 

9 to adopt those rules necessary to ad•inister the loan and 

10 grdnt portion of the water develop-ant program. The 

11 authority is li•ited by section 13 to prescribing the for• 

12 and content of applications for grants and loans, to 

13 adopting rules qoverning the application of the criteria for 

14 a-arding loans and grants to private persons, to adopting 

15 rules providing for the servicing of loans including 

16 arrangements for obtaining security interests and the 

17 establishment of reasonable fees or charges to be •ade• and 

18 to prescribing the ter•s and conditions for making grants 

19 and loans, the security instru~ntst and the agree•ents 

20 necessary. 

21 first adopted by the Senate Agriculture• livestock and 

22 Irrigation Committee on the 18th day of February, 1961. 
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SENATE Bill NDo <,09 

INTRODUCED BY MANNINGo GALT 

BY REQUEST OF THE GOVERNOR 

A BILL FOR AN ACT ENTITLED: "AN ACT TO CREATE A WATER 

DEVELOPMENT PROGRAM; ESTABLISHING A LOAN AND GRANT PRO~RAM 

FOR WATER DEVELOPMENT PROJECTS AND ACTIVITIES; ESTABliSHING 

AN EARMARKED WATER DEVELOPMENT ACCOUNT; ALLOCATING A PORTION 

OF THE (OAL SEVERANCE TAX PROCEEDS; ALLOCATING A PORTION OF 

THE INTEREST INCOME FROM THE RESOURCE INDEMNITY TRUST 

ACCOUNT; CREATING AUTHORITY FOR WATER DEVELOPMENT BONOS; 

CREATING AUTHORITY FOR COAL SEVERANCE TAX TRUST FUND BONOS; 

!!_EQUIR~!L__.L_!. IM!TEIJ APPRQPRIA.!!Q!!_QL!.f!!;.Q!1&_ANO INT~ 

FROH_!HE_f!!!U~VERAN(.S _ _!!!__l!UST l Ll FT lNG THE 

CE !LING ON WATER CONSERVATION REvENUE BONOS; 

INTfRES T 

AMENDING 

SECTIONS 15-35-108o 15-38-ZOZo 85-1-10Zo B5-1-301o 85-1-33Zo 

9D-2-101o 90-Z-111o AND 90-Z-1Z'>o HCA; REPEALING SECTIONS 

B5-l-333 AND 85-l-33'>o MCA; AND PROVIDING EFFECTIVE OAT~s.• 

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

~ SECTIO~~ Section 1. Purpose and policies. (lJ The 

legislat.ure finds and declares that in order that the people 

of Montana may enjoy the full economic and rec~eationdl 

benefits of the $"tate's water resources. the state must 

establish this long-term water development program providing 
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financial and ad•inistrative assistance to private, local• 

and stdte entities for water resource development proJeCts 

and activities. 

(2) The purpose of the water develop.ant progra• is ~o 

further the state•~ poJacie!h set forth an 85-l-1Dlo 

regarding the conservation. developMent, and beneficial use 

of water resources. 

(3) The legislature recognizes that water is one of 

the most valuable and iaportant renewable resources in 

Montana; therefore, it is appropriate that a portion of the 

taxes on the removal of nonrenewable resources be dedicated 

to the conservation. deweJop~nt.• and beneficial use of 

water resources. 

(~) The develop.ent of water resources is of a high 

priority because a large portion of Montana's present and 

future econo•y is based either directly or indarectly on the 

wise use of water. 

(5J Thas water developMent prograM is an integral part 

of the impletnentat ion and devet op~nent of the co.-prehens i_ve, 

coordinated, multiple-use water resources plan known as the 

•state water plan•. 

NE~_SE~!ION. Section z. Objectives. The depart.aent 

shall administ~r a water developMent pro9ram to accoMplish 

such ObJeCtaves as rehabilitation of state-owned water 

projects and works; proMotion of private. local govern~en~. 

-z- SB 409 
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and st.ate water develop-.ent; deve·lopaent of wa~er-based 

recreation and the protection of water resources for the 

benefit of agricultu~e. flood control, ana other uses; 

developMent 

clevelop•ent 

of offstr'ea• and tributary storage; 

of state-tribal • state-federal, 

and 

and 

state-tribal-federal water proJeCts. !HE__i!~~£__QF ___ HATER 

EOR __ EXI ST ll'il<_!ND_..£!i!YfiL_61:NEf!Q~llL~J,J._~ GlYEI'i A 

~JG~-~RIQ!!!~ The water develop~nt progra~ as the key 

iMplementation portion of the state water plan and shall be 

ad~~tinistered to accOMplish the objectives of the plan. 

Section 3. Section 85-1-lOZ• MCA, is a•ended to read: 

•85-1-102. Definitions. Unless the context requires 

otherwise. in this chapter the following definitaons dpply: 

(1, •Board• Means the board of natural resources and 

conservation provided for in 2-15-3302. 

(21 •cost of works• .. ans the cost of construction; 

the cost of all lands. property, rights. ease .. n~s. and 

franchises acquired which are dee11ed necessary for the 

construction; the cost of all ~ater rights acqutred or 

eX@rcised by the depart~nt in connection with ~hose works; 

the cost of all Machinery and equip~nt. financin9 charges. 

i.nt.·erest prior to and during construction and for a period 

not exceeding 3 years after the ca.pletion of construction; 

cost of engineering and legal expenses. plans• 

specifications. surveys. esti•ates of cost. and other 
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expenses necessary or ancadent to deterMining the 

feasibility or practiCability of any project; adainistrative 

expense; and such other expenses as may be nece~sdry or 

the herean dUthorized and the inciden't to 

construe~ ion 

operation. 

of 

f ananc inq 

the works and the placing of the same 10 

C3J "Department• means the departMent of nat:ura 1 

resources and conservation provided for in Title 2. chapt~r 

l ~. part: 33. 

(4) ttQwner• RJeans all lndividuals. lrri~ation 

<.HStricts. drdinaqe districts, flood con~rol districtS• 

ancorpora~ed companies. soctetaes. or associations having 

any title or interest in any proper~ies, rights• easements• 

or franchises to be acquired. 

~!f£~~----2~L!2U~-~~~---~x___ indivjdual. 

ati2C idt.IJ!QJ. ___ ~~rshjQ.r.__.£.Q!.22!:ill2!!L__ or Qther 

nonggx~~n~n!a1_~1!X-Q21-~li9iQ!! __ for __ !Q~~- and Q£~ 

~~£_[~~~j_Q~!_~~n21-!nclg~~_g~~~ental entity 

iY£~---~~-_ag!!!:!£l.!. __ lg:lli__9.2.u!...Q~!!11-2!.-22!il!£.!! 

~diviSi2!L2.L1t!.!L~~hLY!!lli2-1~~.b-2L.-!!!L-29ency 

th!t!Of~-2t-~-2!_~L-92~tn~~gnti!~ 

~tlli 

def ine<t or 

•Project" means any one 

any cOIRbination of such 

of the works herein 

wor-ks which iJf'e 

physically connected or jointly manaqed and opera~ed as a 

single unit. 

-4- SB 409 



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB O'r09/03 

lll __ ~ub J i~enef its" -~!!!....!!!2-!L~~!!..t.!-1!!!~-!!~£!.!:!! 

fli!!!!~~!. devetop~_eroiec.L_~!-!!.U:il.il.L_tq __ e~r.s.o!ll 

gt:h~L_!han -~!:_-'!L.U~~gr ant_2r. 1 oa!Lf.!!£iR!~2!l!L ~ 

!"h!!!!£~~~ ~~we 11,::~n.g__g_f_!!!!L.-~2P1L-2L-Montg~~ 

f!:!!!!lL-~fit! __ i~~!Y~~2!!!_~.!_!!9!-li•il.!..2._1!L.!.~iont 

lli.9~.-£2!!!!.2l.!._!!!.2.!i2!L!.!m!ill2!.!.!-!9'" i cui t!:!!..!L!~~!!~ 

redy~ti2~--~~~£__gya1i!l-_enhan£!~ntt~i_~!!l_!!g~!i~ 

~!!ll _ _l..2 _ _r:~ation __ 2i!R2!.W!:!llli~L-~~--:!!.lls1life 

con_!~.Q!~t.lo!!.!. 

Ull_~ktili!. __ de:t~l!!!!2!_~1ear.ance_~S.2.!:!!!~-~!!L~ 

~U~!~!~OUn!~!!!!~~l-~~tig.Q_!~j_-~it~in__the __ ~nQ 

PRO_tEEDS S!!HLi!l~~~-cle,!~.!Lf!!lliL.2f th!t_!!~!!~2Sury 

!2-_fi~!!{!L__!.2~!!!._-Y!l2!..L_1~1!!.2:!isio!!!_2f_~--!!ll!ll 

dev~!Qy~nt_~ggram _!2--!9~i~ _ _!g~~-~~t~~~~ 

QQ.!.! t i £!!L 'iu~~ is i 2~_!!L!~!l!.!.--2!.~l!t-.12~ll- and 

~--21b~t-~!l9!~1e_r~i2l~n~!~-QLQ~~ds_gf_~!~~ 

~~~r_[~!£~1~-11-Z• and~ through Z31· 

1!1--~~~£_de~!!22!!n!_!S!ivl!~_!!!~--!n __ ~i~n__qr 

I!!Qg~_!Q ~&Met~ !!J!.QTECT __ A!!JL ENHANCE ~J!ased 

£!t£t!2at i 2!L~L!..!!-'!!.~~!_!!!.__!~~~L!.!!~Y!.~!.2£_-1!!! 

Q~~!i!__gt__~ricul!Y£~--f~~2n!!211--9!-_other __ y~~ 

l~£luding_~~!~~!_li!it~~ such_Q~rpos!l_~~n!-_2~2~ 

Qf_~ffi~!~n!_~!_of_~~~~L-ln~9Ii£Y!!~1-Sb~_i~o~ove~nt of 

~!L9!:!~!l!.L.!.!!-~!:!.£!!1 t.ure_!f!S!.Jll!:!er nonpot nt_~,!L!!~ 

the ~~!~~ !!J!Q!ttl!ON __ AND _f_~ANtEMENT of water-!!ased 
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~!H!i on • _-t!:!!L.-£2~2L-2L~!.2.!i2!L_2f.._,UL,!!aebank s_~ 

£2!!!!0 1 __ .-2f __ _!edi ~!!!~lion_ of _!.l.!.!!!,,!_~trea.s, and 

2'0Y i di ng_g£!!!~§!-.!.2Ca1_~-.!!.!!.!Lf9!!.!!.9L2!~.2Jltana water 

~~il~.--~~L_devel~!!,!_act. i:!ill~~ provide~ 

£OMb~!io~2!_•arketab!e and nonMarketable benefits. 

li2L~~!.--~~!lop.-e~~rk~-2&~!!!.:__!!U!!.L_!! 

~!!!:!!~-~~.l~!!:!tJ!~_l!!!S.ll2!!_!J_w i thin !~~rked 

~~DY~_!~n~ __ gf_!b!-~!at!_\,ea~l-12!-!~ purpos~f~ 

~~!~Ye lg~_!1LI!!J!9!.!!~!!l-~!J.2.t!1Li!L[ secti2!!..2.l..!.. 

!l!~~~!-2~!~l2~Ment_2!2l!£!:__~~~---a--~.l-~ 

define~_!n __ .!!!!:!!~£!io~-~l.t_!~~L!!:!at~~!. devel.Q:P!!!!ll 

2£21~~~g-DQ!_li~~!~2-t~-2£21~! owned~_ooerated 2l 

!t!!L~!.Q~ r t me!!!..! 

1.!11_~~!.--~!!ve l~ __ Ji.n.Mng_~~!:!~~!!L~ 

~~~£atg_~s~oun~-~~!~~~~-L~tio~_ij_~thin _the ~nking 

fung __ ~f __ !~!_-~tat~--!~!~~!l--!2--~ __ used_ as provid~2_!~ 

lli~t:ton~Ql.!. 

tbt1!11 "Works" Means all property9 rtghts9 easements. 

and franchises relating thereto and dee•ed necess~ry or 

conven1ent for their operation and all water rights acquired 

or exercised by the department in connection with those 

work~ and includes all means of conservinq and distributing 

water. including9 without limiting the generality of the 

foregoing• reservoirs, da•st diversion canals. distrioutinq 

canals• waste canals. drainage canals, dikes, lateral 
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ditches and pumping units, .ains, pipelines• and waterworks 

s-yste•s and includes all such liiPOrks for the conservation, 

deve I opment, storage, distribution, and utilization of 

water, including without limiting 

foregoing, works for the purpose 

prevention. drainage, f1sh and 

the generality of the 

of irrigation• flood 

WI ldf i fe., recr-edtJon, 

developMent of power, watertng of stock, supply•ng of Wdter 

for public, doeestiCt tndustriat, or other uses and for f&re 

protection.• 

~g~_SE~!!Q~~ Section 4. Water deve 1 op~nent sinktnq 

account created --coal severance tax allocated. (1) There 

is created a water development sinking account within the 

sinking fund established in 17-2-102• 

(2) The ~tate pledges and allocates and directs to be 

credited to the wate~ development sinkanq account• as 

received, 1 l/4~ of aJ1 money fro• tame to time receaved 

fro• the coal severance tax collected under Title 159 

chapter 35, and reaaining after allocation of such tax to 

the trust fund established under Article IX, section 5, of 

The Constitution of the State of Montana. 

NEW SEC!!Q~ Section ~. Water develop~nt earmarked 

account created revenues allocated hllitataons on 

appropriations from account. Cl) There as created a water 

deve1op•ent earmarked account within the earmarked revenue 

fund established in 17-2-102. 
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(2) There shall be pa1d anto the water development 

earmarked account: 

(at all revenues of the works and 

provided in 8~-l-33Z; 

tbJ 30~ of the interest income 

indemnity trust account as provided in and 

condations of l~-38-20i; 

other 

of the 

suoject 

1111oney as 

resource 

to the 

(c) the excess of the codl 

allocated by [section ~1 to the water 

severance tax proceeds 

devetop•ent sinking 

account above debt service requirements as provided in and 

subject to the conditions of [section 20]. 

(3J Appropriations may be ~ade fro• the water 

develop~nt ear~arked account for the following purposes and 

subject to the following conditions: 

(a) An a.uunt less than or equal to that paid anto the 

dCCount under 8~-1-332 and only that aaount may be 

appropriated for the operation and maintenance of 

state-owned projects and works. lf the amount of •oney 

avaalable for appropriation under this subsection Cl)(a) is 

yreater than that necessary for operation and aaintenance 

expenses, the excess May be appropriated as provided in 

subsection (311bl• 

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

account from the resource indemnity ~rus~ account plus any 

excess from subsection (3)(a) and only that a•ount eay be 
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appropriated from the account for: 

(i) the rehabilitation of state-o~ed projects and 

111orks" including the rehabilitation of spillways of 

state-owned dams; 

(ii) the formulation of downstream eaergency warning 

and evacuation plans for state-owned da•s; 

(iii) the development of the hydropower potential of 

state-o ... ned damsi 

(iY) assistance in the i~lementation of the water 

reservations established under 85-Z-316 of conservation 

districts; 

(V) the promotion of the deveJopaent of offstream and 

tributary storage; 

(vi) the prow.ot ion of joint state-tribal. 

state-federal. and state-tribal-federal water development; 

tvii) administrative expenses, including but not 

limited to the Sdlar tes and expenses of personnel, 

equipment• offlCe space, and other nece~sitie~ incurred an 

the administration of the wa~er develop~nt pro9ram except 

the administration of loans and grantsi and 

(viii) any other expenditures that meet the poltcies 

and objectaves of the state water development progr~~. 

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

account from the water development sinking account dOd only 

that a~ount ~ay be appropriated from the account for loans 
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and qrants for water develop~nt projects and activities and 

for administrative expenses, including but no~ liaited to 

the salaries and expenses of personnel, equip.antt office 

space, and other necessities incurred an ad•inistering the 

loans and g~ants. 

NEW_jEC!IO~~ Section 6. Grants and loans to state and 

local gove~n•ents. (1) The depa~twant •ay reco•mend to the 

legislature that grants and loans be Made fro~ coal 

severance tax p~oceeds deposited in the wate~ devetopeent 

ea~marked account and loans be •ade f~o~ water develop~nt 

bond proceeds deposited in the water developMent clearance 

account to a depart-ant• agency, board, comaissiont or other 

division of state government or to a city 9 countyw or other 

political subdivision or local gO¥ern.ent body of the state. 

The legislature •ay approve by appropriation or other 

appropriate ~eans those grants and loans it finds cons1stent 

with the polic1es and purposes of the program. 

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

may be ~ade for the purchase. lease, development• or 

construction of water development projects and activities 

for the conservation. management. usew development, or 

protection of the ~ater and related agricultural, land 9 

f1sh. wildlife. and water recreation resources in the state; 

for the purpose of feasibility and des1gn studies for such 

projects; for developn~ent of plans for and the 
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rehabilitation• expansion• and modification of water 

develop~ent proJeCts; for other water development projects 

and activities that will enhance the water resources of the 

state; and for s&•ilar purpo$eS approved by the legislature. 

HE~_jE~TIO~ Section 1. Grants and loans to private 

persons. ClJ To encourage the construction and development 

of water develup.ant projects and activities 9 the department 

may •ake grants and loans to pr1vate persons fro. funds 

appropriated fro. the water developMent ear~rked account 

~nd may ~aake 1 oans to private persons fro• the water 

development clearance account. 

(ZJ The depart•ent shall publicize the statutes and 

rules governing 4Jtants c.tnd loans to private per5ons for 

Mater- development projects and activities. set and publicize 

application deadlines. and accept applications for grants 

dnd loans. 

(3) The department shall review, evaluate. and select 

water development projects and activi~ies for which grdnts 

or loans aay be awarded. 

~EW_~§~TJON. Section 8. DiviSIOn of funds between 

water developRent 

depart~nt shall 

projects 

recommend, 

and 

to 

activities. Ill The 

the extent possab1e, that 

water developMent projects and water develop.ent activities 

be funded equally when •aking recommendations to the 

legislature on loans and grant• for state and local water 
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developMent under [section 6]. 

C2J The depart.ant shall. to the extent possible, tn 

approving grants and loans to private persons fund water 

develop•ent projects and water development activities 

equally. 

~~~ SEC!IO~~ Section 9. Applications for grants and 

loans to private persons. (1) A private person may apply for 

a qrant or loan to f&nance a wa~er develop~nt project or 

activity to be constructed• developed• and operated in 

Montana. 

(2} An application for a loan or grant aust be in the 

for• prescribed by the board and contain or be accomp~nied 

by any inforMation necessary to adequately describe the 

proposed project or activity and nece5$ary for evaluation of 

the proposed project or activity under the criteria set out 

in [sections 10 and 11]• 

NEW_}~~TIO~ Section to. Eligibility for a Joan or 

grant to a private person. The depart.ent may not award a 

9rant or loan to a private person unless the department 

finds• based on the application and the depart.ent•s 

investigation and evaluation of the proposal• that: 

(l) the proposed water develop.ent project or 

activity: 

Ca) will pro-ate• enhance, or advance the purpose• 

policies, dnd objectives of the water development pro9ram; 
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operated 

(c) will be economically feasible. (A project or 

activity is econa.ically feasible if the proJect benefits 

exceed t.he project costs• The department shall consider &&~~ 

Q!!k! tangible end---~ftteftgfb~ benefits and costs an 

calculating econo~ic feasibility.) 

(d) will be an efficient use of natural resources 

including water. energy• land• and air. (An efficient use is 

one that mini~lzes waste•) 

{e) will provide multipurpose facilities to the extent 

practicable; 

(f) will comply with statutory and regulatory 

standards protecting the quality of resources such as air• 

water 9 land• fash• wildlife• and recredtlonal opportunities; 

191 will provide associated public benefits an 

addition to any private benefits the project or activity ~ay 

providei and 

(h) is needed to accomplish the purpose for which the 

water development project or activity is proposedi 

(l, the applicant has adequate financial resources to 

construct. operate. and •aintain the water development 

project or activity. The department shall consider financial 

resources from any source for which the applicant has 

qualified. including a Nater development 9rant or loan. 
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(l) the applicant holds or can acquire all necessary 

lands• other than public lands• and interests therein and 

water rights necessary for the construction• operation. and 

ntaintenance of the proposed water development. project or 

activity; 

(4t if the application is for a loan. the appHcant .iS 

credit-worthy and able and willing to enter into a contract 

with the depart~nt for loan repayaent and construction or 

development of the proposed water developaent project or 

activity; enS 

C5J if the application is for a grant• the applicant 

is able and willing to enter into a contract with the 

department for construction or develop~nt of the proposed 

water de vel opmnt proje·c.t or act ivi tyl AND 

ill_!L . .llif_!ff!,_ICAriO!'L!LFOR_U!!_ANT. _!!!L APPLiCANT 

~L.2!!~L!!L!t!L~OST_QLJ!:!.LfROJfn.2lL!!!!L!!:!L(i!i!!!!-M! 

!!Q!_£!~ffQ_£2!_Qf_!!!~_JQTA!,._PROJEC!_~Qi!· 

NEW~ECTIO~~ Section 11. Evaluation of grants and 

loans to private persons. The departfient shall consider the 

following criteria and preferences in evdluating 

applications and selecting the recipients of grants and 

1odns for water development projects and activities that are 

elJgible for funding under [section 10]: 

(1} The extent and desirability of the public benefits 

that will De provided must be considered. 
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(Z) A water development project or activity that will 

be used as part of a family farm or in starting a new 

business shall be given preference. A fa~ily far• is one 

devoted pri~~ily to agriculture under the ownership of a 

resident Montana faMily. 

(3) A water development project or activity that will 

utilize or develop ~ater reserved under 85-2-316 ~hall be 

given preference. 

(4, The department• to the extent practicable• shall 

attempt to achieve geographic balance in the pro.ation of 

water development projects and activities through the 

awarding of loans and grants to private persons. 

(SJ The extent to vhich 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 considered. 

(0) Projects or activities th .. t could not oe 

accomplished vithout the assistance of a loan or grant shall 

be given preference. 

CT) The depar~•ent shall give due consideration to any 

other factor that• in the department's judgment• is 

important to the evaluation of the water development project 

or activity tn light of the purposes• policies. and 

objectives of the water development progra•• 

NE~~!!Q~~ Section tz. Department to solicit ~iews. 
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The department shall solicit and consider in its evaluation 

of proposed projects and activities the views of interested 

and affected departments, boards. agencies, commissions, and 

other subdivisions 

!:.ubd i visions, of 

of the state• including local politicdl 

the federal government. and of other 

interested and affected persons. 

~f~~f~TIO~~ Section 13. Rulemakinq 

board shall adopt rules: 

authorIty. The 

(1) prescribing the forM and content of applications 

for grants and loans; 

C2) governing the application of the criteria for 

awarding loans and grants to private persons; 

C3) providing for the servicing of loans 

arrangements for obtaining security interests 

including 

and the 

establish.ent of rea~onable fees or charges to be made; ~nd 

(~) describing the ter•s and conditions for •aking 

~rants and loans, the security instruMents, 

agree~nts necessary. 

,.nd the 

~g~~EC!IO~~ Section 1~. Li•its on loans. tlJ No loan 

fo~ d vater developMent project or activity may be made fro• 

the water developeent ear•arked or clearance account that 

eKceeds the teast of SlOOtOOO, 10' of 

funds potential I y L..vai 1 abl a for 

the est i •a ted 

1 oans in the 

total 

water 

deve1op•ent ear~arked and clearance accounts in the biennium 

in vhich the loan will be •ade• or 80% of the fair market 
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value of the security given therefor. In deten•ining the 

fair mar-ket value for the security given for a loan, the 

depart~nt shall con~ider appraisals made by qualified 

appraisers and other factors it considers important. 

C2) The period for repayment of loans may not exceed 

30 years. 

(3) rhe board Shd11 fro• time to time establiSh thP 

interest rate at vhich loans •ay be •ade under [sections 1• 

2. and 4 through 23]. 

~~-~~~TlO~~ Section lS. limits on grants from water 

development earmarked account. The ~axi•um grant awarded to 

a private person ~ay not exceed 5~ of the esti~ated total 

funds potentially available in the water deve 1 opeent 

earmarked account for grants 10 the biennau• in which the 

grant will be made. 

~§~-~ECTIO~~ ~ection 16• Security interests. The 

state has a lten upon a project con~tructed wath .aney from 

the water developMent earmarked or clearance account for the 

amount of the loan and interes~ dUe the state. This 1 ien •dY 

attach to any project facilities, equipment, 'easements. real 

property• and property of any kind or nature owned by the 

debtor. including all water rights. The depart.ent shall 

file with the county clerk and recorder of each county an 

which a part of the prOJ~Ct is locateo either a financing 

statement or a real estate mortgage covering the loan. its 
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a~unt, terms, and a description of the security. The 

county clerk and recorder shall record and index the 1ien as 

other liens are required by laN to be recorded and indexed. 

The lien shall oe valid until paid in full or otherwise 

discharged. The lien shall be foreclosed in accordance with 

applicable state la~ governing foreclosure of •ort.gages and 

liens. 

NEW_}!~TIO~~ Section 11. Ad•inistration of loan~ ana 

grants. The department shall: 

( 1) adlftini-ster the loan and grant. progra .. establ i.shed 

by [sections a. z. and 4 through 23]; 

(1) serv1ce loans made or contract and pay for the 

servi~&ng of loans. including arrangeMents for obtaining 

security interestsi and 

(3) collect reasonable fees or charges for the 

serviclnq of loans, 

secura~y interests. 

including arrangements for obto1ning 

Nf~-~~~!IO~~ Sectaon 18. Issuing bonds. 111 When 

authortzed by the le9islature and within the ltmits of the 

authorization and within the further limitations established 

in this section, the board of exa•iners •ay &ssue and sell 

water development bonds of the state in the aMOunt and 

~anner it considers necessary and proper to finance the 

water development loan progra•• The full faith and credit 

and tax1nq power~ of the state are pledged for the prompt 
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and ful I payment of all bonds so issued and &nterest and 

redemption premiu•s payable thereon according to their 

terftiS• · 

(2) Each series of water development bonds May be 

issued by the board of examiners, upon request of the board 

of natural resources and conservation, at publtc or private 

salet 10 such denoMinations and forms, whether payable to 

bearer with attached &nterest coupons or registered dS to 

principal or as to both principal and interest• with such 

provisions for converston or exchange and for the ~,ssuance 

of notes in anticipation of the assuance of definitive 

bonds, bearing anterest at such rate or rates, maturtng ot 

such rate or rates, Maturing at such time or tames not 

exceeding 30 years from date of issue. subJect to optional 

or mandatory redeMption at such earlier tt.es and prices and 

upon such notice• with such provisions for payment and 

discharqe by the deposat of funds or securtties in escrow 

for that purpose. and payable at the office of such banking 

institution or institutions wathin or outside the state. as 

the board of exaMiners shall deter•ine subject to the 

li·•itations contained'" this section. 

( 3) In the iSS·uance of each seraes of water 

developMent bonds• the interest rates and the maturities and 

any Mandatory redemption provistons 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 

sinkang account will in the JUdg~nt of the board of 

exa•iners be received in an a•ount sufficient in each 1ear 

to pay a11 principal. rede•ption preM&UMS• and interest due 

dOd payable in that ye~~ with respect to that and all prior 

serles of such bonds, except outstanding bonds as to which 

the obligation of the state has been discha~ged by the 

deposit of funds or securittes suffactent for their pdyment 

an accordance with the teres of the resolutions by which 

they are -authorized to be assued. 

( ") In aU other respects~ the board of exa•iners is 

author&Zed to prescr1be the forM and terms of the bonds and 

shall do ~hatever is lawful and necessary for their issuance 

and payment. Such bonds and any interest coupons appurtenant 

thereto ~ust be signed by the members of the board of 

eKaminers. and the bonds •ust be tssued under the great seal 

of the state of Montana. The bonds and coupons ~ay be 

executed with facsl•&le saqnatures and seal in the •anner 

and subject to the 1imitat&ons prescrabed by law. The state 

treasurer shal I keep a record of aJJ such bonds issued and 

~old. 

(5) There 1S created a water development clearance 

account within the bond proceads and insurance clearance 

fund established in 17-2-102· 

(6l All proceeds of bonds issued under this section. 
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other than refunding bonds• .ust be depositea tn the water 

developMent clearance account established in subse,taon t5)w 

except that any p~incipa1 and accrued interest receaved •n 

repay~nt of a loan •ade fro• the proceeds of bonds assued 

under this section •ust be depo~ited an the water 

develop•ent sinkinCJ account. and IM.ISt be app1 led to the 

payMent. rede~tion pre•iu•s, and 1nterest on the particular 

bond issue frOM whose proceeds the loan was .ade. All 

pro-ceeds of refundtng bonds awst. be deposi teO in the water 

development sinking account and applied to the pa1aent and 

rede•ption of outstanding bonds issued under this ~ction as 

directed by the board, whether at aaturity or an any ea~lier 

date on which they may be prepa1d according to their terms. 

t7) All actions t.aken by the board of exct•iner!. under 

this section or (section 20] must be authorazed by a vote of 

a majority of the members of the board of exa•aners. 

NE~-~~~T10~~ Sectton 19o Bond proceeds only for 

loans. Water develop•ent bond proceeds may be used only for 

the purpos@ of making loans as provided in the water 

development proqrd•• 

~~~~§~!!Q~~ ~ection 20. Sinking fund account 

pled9e and adminastration of sufficient balance. (lt The 

legislatur"e ~Ray levy. ••pose • .assess, and pledge and 

appropriate to thP water development sinking account any 

tax, charge, fee. rental, or other income from any 
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designated source. The state reserves the. raght to •odify 

from ti•e to ti~e the nature and ..aunt of special taxes and 

other revenues pledqed and appropriated to the Mater 

development sinking account• provaded that the aggregate 

r~sou~ces so pledged and appropriated a~e determined by the 

legisla~ure to be sufficient for the prompt ~nd full payment 

of the p~incJpal of aBd interest and redemption pre•tu.s 

when due on all bonds payable fro. that account and provided 

that the pled~ of the full faith and credit and taxing 

powers of the state for the security of all such bonds shall 

be and remain 1rrevocable until they are fully paid• 

(21 Money in the water developMent sinking account 

•u~t be used first to pay interest, principal. and 

rede~ptton premauas when due and payable with respect to 

water develop~nt bonds; second to accumulate a reserve for 

the further securaty of such payments, to thP a~ount 

requared each month to meet those payments due within 12 

months thereaftert and third to restore the reserve to thas 

aMOunt after each pay.ent. 

(J) After the reserve provided fa~ in subsectaon (2) 

has been accumulated in the water deve1op~ent sinking 

account, MOney at any time received in the water devetop.ent 

sinking account in excess of that amount •ust be transferred 

by the treasurer to the water deveJop~nt earMarked account. 

lf the balance on hand at any time in the water development 
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sinking accoun~ as not suffacient to accumulate required 

reserves under subsection (Z) and 1S not restored to the 

required a•ount within 3 months thereafter fro. funds 

specifically pledged and appropriated to the water 

development sinkinq account, the treasurer !N ACCOROA~E 

MITtl_!~£_£1~0GE-9f_!tif_f~-_f!!TH __ ~~-~~50l! _ _t~ r~x!NG 

POWf~~-OF __ fHE~TA!£ shall transfer an dmount suffattent to 

restore the required balance from the general fund to the 

~ater development sinking account. 

NE~_jEC!lO~ Section 21. Water development refunding 

bonds. fl) The board of exa•ioers •ay issue refund1ng bonds 

at such tames and in such amounts. af dOJ• as ~ay be 

necessary to pay principal or anterest due thdt cannot be 

paid fro. funds then on hand in the water development 

sinking account. The board of examiners may also issue 

refundinq bonds to refund outstanding bonds before •aturity 

for the purpose of eKtending the maturattes thereof so fdr 

as deter•ined by the board of exa•aners to be necessdry to 

assure that the funds then pledged to the water develop.ent 

sinking account will be sufficient for payMent of princapdl 

and interest due in subsequent years. The board of examaners 

•ay a1so issue refunding bonds to refund outstandanq bonds 

before maturity for the purpose of reducang the interest 

cost or the total amount of principal and interest payable 

thereon. 
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ClJ No refunding bonds aay be issued and sold eore 

than 3 months before all bonds refunded thereby Mature or 

are called for redemption unless the proceeds thereof• with 

any other funds in the water developMent sinking account 

that are needed and available for the purpose or securities 

purchased fro• such proceeds and other funds• are deposited 

with a suitable banking anst1tution within or outSide the 

state. in escrow. for the retire~nt of the refunded bonds 

at ~a~urity or at a praor date or dates. on which they have 

bean ca I 1 ed for redempt a on 1 n accordance wt th their terms~

'" an a•ount and an a .anner sufficient under the provasaons 

securing the refunded bonds• so that the Stdte•s obligation 

to pay the saMe• fro. sources other than the escrow fundt is 

<:tischarqed. 

(ll No new debt ~ay be created by the issuance of 

refunding bonds in accordance with this section• but such 

refunding bonds shall evidence the debt previously created 

dnd shall be secured by the pledge of the full faith and 

credit and taxin9 powers of the state and by the further 

provisions of this part in the sa.e Manner as the bonds 

refunded thereby. 

NE~_lfCTIO~~ Sectaon zz. Report to the 1egisJature• 

The depart.-ent shalt prepare a biennial report to the 

1egislature describanq the status of the water deve1op~ent 

progra•• The report •ust describe ongoing projects and 
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activities and those which have been completed during the 

bienniU111. The report JDUSt also describe proposed projects 

and acti~ities for the co•ing biennium and recom.enddtions 

for necessary appropriations. A copy of the report shall oe 

submitted ~o the president of the senate and the speaker of 

the house and to such other me.Oers as may request a copy. 

~~_1ECTIO~~ Section 23. Penalty. No member. off•~er. 

attorney. or other employee of the board o¥---ftS~d~~ 

~~ou~ee~--e~-eOft~e~~a~+e" or the department e•-ft&~~ra~ 

r~ource~-eftd-e~~e~•8t~~ mayw directly or indirectly. be 

the beneficiary of or receive any fee. coMmission• giftw or 

other consideration for or in connection IIIith any 

transaction or bus1ness under [sections l• z, and 4 through 

23] other than the ~alaryt feet or other compensataon as he 

may receivP os a membert offJcer, attorney, or e•ployee. A 

person convicted of violatang any provision of thiS section 

shalt be punished by a fine not to exceed $2.000 or be 

imprisoned for not to exceed 1 years, or both. 

~~-~!!Q~~ Section 24. State of Montana coal 

severance tax bonds. (Sections 24 through ~l} provade for 

the issuance of state of Montana coal severance tax bonds 

(also referred to as coal severance tax bond~ an [se~taons 

24 through 42]) to finance water resource develop.ent 

projects and activattes. other capatal Improvements, and 

economic development an the stat.e desagned to provade, 
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during and after e•tensive coal •ining, a healthy econOMy• 

the alleviation of soctal and economic i~pacts created by 

coal develop~nt. and a clean and healthful environMent for 

present and future generattons. 

~!~-~~~TIO~~ Sectton zs. Purpose and &ntent. (1) The 

purposP of the coal severance tax trust fund bond provisions 

of (sect&ons 2~ through 4Zj &S ~o establash the authortty to 

assue and ~ell coal severance tax bond~ !tlAT _t!AVE_BEEI\i 

!ff~~~Q_Bv_•cT_Qf_!~-!~~LATUBf for financing specific 

water resource development projects and activities, other 

capital i~provements• and econOMac developMent in the state 

authorized by the legislature and to guarantee redemptaon of 

such bonds by revenue derived frOM the receipts from the 

coal severance tax i•poSed by Title 15, chapter 35w part l• 

and such other money as the legislature may from time to 

t1•e deterMine. 

ClJ lhe Jeqislature intends that projects to be 

ftnancect by c.oal severance tax bonds anclude but are not 

1 i. mi. ted to wdter resource deve J op11ent prOJects and 

activities as part of the water development progra• 

established in [sections 1• 2, and 4 through 23]. The 

legislature further tntends that the 1nco•e fr~ water 

resource development proJects and activities in excess of 

the amount required for debt serv1ce and operation and 

matntenance of those prOJe~ts and activities be depostted in 
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the water developmen~ earMarked account established an 

[section 5]• 

~~SE~!ION~ Section 2&. Coal severance tax trust 

~ubfunds. (1) The trust established under Article IX, 

section 5, of the Montana constitution shall be composed uf 

the folloNtng ~ubfunds: 

(at a Codl severance tax bond subfund anto Nhach the 

constitutionally dedicated receipts from the coal ~everance 

tax shall be depos&ted; 

(b) a coal severance tax per-anent subfund; dnd 

(c) a coal severance tax inco•e subfund. 

( l.) On each Oecellber 31 and June 31) the state 

treasurer shall transfer to the coal severance tax perManent 

subfund all .oner in the coal severance tax bond subfund 

except the aeount necessary to Meet all principal and 

interest payments on bonds payable from the coal severance 

taK bond subfund on the next ensuing se~iannual payment 

date. 

NE~_SECTION. Sectton 27. Investment of funds. ill 

Koney an the coal severance taK bond subfundt the coal 

severance tax permanent subfundt dOd the coal severance tax 

income subfund MUst be invested in accordance with the 

invest~nt ~tandards for coal severance tax funds EXCEPI-!1 

fRO~!QsQ_IN_~~EC!!Q~!£1• lnco•e ~nd earnings from all 

subfunds Must be transferred to and retained in the coal 
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severance tdx tncome subfund a~f+--e,preprfated--~y--tne 

f.e~+s•at!tt,.e. 

!~l-~GIN~!~--Q~--~!_jJ_!2§~1-!HE~EGI~LATU~~~kk 

~ff8Q~RiATs_l2l_OF_!~S l~Q~t_~~Q_S~RN!~GS_f~_Alh_~~fUNOS 

!Q_~s_QffQ~!!EO_!Q_!~f_fOA~-~S~~E_!!!_ff~~E~-~FUNO 

£!!;!! __ YE~!! ... _!HE_EUNQ.L~ffRO f~l!.H!L!Q_!!!E_ COM._~ E VER~f.L.!.!!! 

~£!!~~~£~!-~~~~~Q_~~Qf!!_THI~_SUB~!~~!!_NOT __ ~-f~!!~~ 

~PP8Q~RIATEQ _ _£!ffeJ_@!_yOTE_QE_THRfE-fQURI!!~_Qf_!HE~~BERS 

Qf s~t!-~~s_gf_I~s_LE~!ih!~ ... 

NE~-~EC!lON. Sectaon l8• Pledye of.coal severdnce tax 

bond ~ubfund. The .oney tn the coal severance tax bond 

suofund ts pledqed to the pay•ent of the principal and 

anterest on all stdte of Montana coal severance tax bonds. 

All bonds issued after [the effective date of sections l4 

through 42] where1n the .aney in the coal severance tax bond 

subfund i~ pledged for their retireeent shall be called 

"state of Montana coal severance ta• bonds•. 

NEW_lf~fiO~~ Section 29· Authortty to issue coal 

severance tax bonds. The board of examiners~--YfON APP~OVAL 

Qf __ !HE_~!~!~-~~~INAFTER_f~l~Q% shall issue and 

sell coal severance tax bonds to fanance ~UCH APPROV.ED water 

resource developMent proJects and dctivlties, other capitdl 

iMprovements, or economic development when authorized to do 

so by any 1aw that sets out the a.ount and purpose of the 

issue. t!f!:U~.~Q~ff!.!.-!flli!!!L.l!!.!:!!i!Lf~PITAL!!!lliVEMENLOR 
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OTHE!L_!!~.QLQ.§l[ELOPHE!!I SHAll_~EPA!!AlllU!~~S TO 

~MOyN_.L~Y THL.J,fGISLATU!!E• 

~!~_}S~!IO~~ Section 30. Board of exa•iners to issue 

bonds. The board of exaMiners may issue and sell coal 

severance tax bonds• and no other a9ency of the st:ate 1 s so 

authorized. Any action taken by the board of exa•iners under 

[sections L4 t:hrough 42] must be approved by a •ajority vote 

of its 11embers. 

~-~~!!Q~~ Section 31. Special fund revenues. (1) 

Jf a law authorizing a coal severance tax bond issue fQ~ 

~e£~IF!~ _ _fY!!PO~-~~Q_IN A_SPECIFIC_A_~ conteMplates the 

pledge and receipt of revenues. assetst or money other than 

or in addition to the MOney in the coal severance tax bond 

subfundt then the .oney derived from such pledged revenues, 

assets. and •oney must be paid into a ~pecial bond account 

for the benefit of such bonds• which ~st be part of the 

sinking fund of the state treasury fund structure. 

(2t Money ~st be withdrawn fro• the coal severance 

tax bond account and paid to the special oond fund d~ 

necessary to provide for pay.ent of principal and interest 

on the coal severance tax bonds secured by a pledge of the 

special account. 

NEW_SEfTIO~~ Section 32. Continued tax deposit limit 

on additional bonds. (1) The legislature shall provide for 

the continued assessment, levy. collection. and d~posit into 
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the coal severance tax bond subfund of the coal severance 

tax ~hich• together ~ith such other revenues. assets. and 

•oney as may be deposited to one or •ore special bond 

accounts pledged for the benefit of coal severance tax 

bonds, will be sufficient to produce an amount that i$ at 

least the a•ount necessary to payw when due 9 the annual debt 

service charges on all outstanding coal severance tax bonds. 

fZ) The board of exa•iners .ay issue no coal severance 

tax bonds unless the aggregate aaount of coal severance tax 

bonds outstanding, including the proposed issue and any 

o~her coal severance tax bonds authorized but not yet 

issued, can be serviced with no MOra than two-thirds of the 

annual deposits into the coal severance tax bond subfundt as 

deter~ined by the ave~age of the deposits during the 

preceding 3 fiscal years. together with the average of the 

a9gr~ate a•ount of revenuesw assets, or aoney deposited in 

one or more special bond accounts used to pay debt service 

on outstanding coal severance tax bonds during the preceding 

3 fiscal years. 

(3t The provisions of this section May not be eodified 

so as to re~uce the security for any coal severance tax 

bonds while such bonds are outstanding. 

~~~-SE£TIO~~ Section 33. Form principal and 

interest-- fiscal agent-- deposit of proceeds. Cl) Each 

sertes of coal severance tax bonds must be issued by the 

-30- SB lt09 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2'< 

25 

board of examiners at public or private 

den om ina t ions and for•• whether payable 

registered as to principal or both principal 

SB 0409/03 

sale. in such 

to bearer or 

and interest. 

with such provisions for the conversion or exchange. bearing 

interest at such rate or rates • .aturing at such tl~s not 

exceeding 40 years fro~ date of assue• subject to redemption 

at such earlier times and prices and upon such notice, and 

payable at t.he office of such fiscal agency of the state as 

the board of exaMiners shall determine subject to the 

li•itations contained in [sections 2+ throuqh ~2]. 

(2J In all other respects the board of exa•iners iS 

authorized to prescribe the form and terMs of the bonds and 

shall do whatever ts· lawful and necessary for their issuance 

and pay ~tent • 

(3) Cod1 severance tax bonds and any interest coupons 

appurtenant thereto shall be signed by the members of the 

board of exa•iners, and the bonds shall be issued under the 

great seal of the state of Montana. The bonds and coupon'S 

~av be executed with facsimile signatures and seal in the 

aanner and subject to the limitations prescribed by law. The 

state treasurer shall keep a record of all such bonds issued 

and s.old. 

(~) The board of examiners is aut~ized to employ a 

fiscal agent to assist in the performance of its duties 

hereunder. 
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(5t All proceeds of a state of Montana coal severdnce 

tax bonds issue shall be deposite4 in a bond proceeds and 

insurance clearance fund account established for that bond 

issue .. except that any premiums 

received shal I be deposited tn a 

established for that bond issue. 

~~_se~rto~~ Section 34. Trust 

and accrued interest 

sinking fund account 

indenture. In the 

discretion of the board of exa•ine~s, a 5eries of coal 

severance ta• bonds aay be secured by a trust inden~ure oy 

and between the board of exaainers and a trustee. which may 

be any trust co•pany or banK having the power~ of a trust 

company within or outside of the state. each trust indenture 

or an executed counterpart thereof shall be filed in ~he 

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 lS located is 

constructive notice of its contents to all persons from the 

ti"'e of. the fi I ing .. and the recording of the trust indenture 

o~ Q~ its contents is not necessary. 

NEN~TJO~~ Section 3S. Provisions for protecting 

bondholder&• Either the legislative act providing for the 

issuance of coal ~everance tax bonds or the trust indenture 

may contain provisions for protecting and @nforclng the 

rights and reMedies of the bondholders as are reasonable. 
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proper, and not in viola~ion of Jaw. includtng covenants 

setting forth the duties of the state, the board of 

exa~iners, and the depa~tMents. boards• or agencies of state 

government in relation to the acquisition, construction, 

imprOYementt •aintenance. operation, repair• and insurance 

of th~ projects financed with the proceeds of coal severance 

tax bond5 and the custody• safeguarding• and application of 

all money. The TRUST indenture •ay set forth the rights and 

reaedies of the bondholders as is custo.ary in trust 

indentures, deeds of trusts. and ~rtgages securing bonds or 

debentures of corporations. No enu~ration of particular 

powers granted by this section i~airs any general grant of 

power contained in (sections 2~ th¥ough 42}• 

~EW~EtTIO~~ Section 36. Personal liability -- suit 

to compel perforaance. (1) The ~Mbers of the board of 

examiners and officers and employees of the departaentsw 

boardsw or agencies of state governMent are not personally 

1 iable or accountable by reason of the issuance of or on any 

coal severdnce tax bond issued by ~he board of exa•iners. 

(2) Anv holder of coal severance tax bonds or any 

person or officer being a party in interest• subject to any 

applicable coal severance tax agreements or lli!i! 
indentures. may sue to enforce and coape1 the performance of 

the coal severance tax bond provisions as set out in 

[sections 2~ through ~2]• 
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NEW_lEtTtO~ Section 37. Ne9otiability of bonds. Coal 

severance tax bonds issued are negotiable instru~nts under 

the Uniform Com•erciaJ Code, subject only to the provisions 

for registration of bonds. 

~EW_SEtTJO~~ Section 38. Signatures of board •e•bers. 

In the case any .a•ber of the board of exa•iners whose 

signature appears on coaJ severance tax bonds or coupons 

ceases to be a me~ber before the deJivery of ~he bondsw his 

signature is nevertheless valid and sufficient for all 

purposes• the same as if the .a•ber fte§ tl!Q re.ained in 

office until deliver~. 

~~~-SE~TlO~ Section 39. Refunding obligations. 111 

The state board of examiner~ may provide for the issuance of 

refunding obligations for refunding any obligations then 

outstanding that have been issued under [sections 2~ through 

4Z)w including the payMent of any redemption pre•iu• and any 

interest accrued or to accrue to the date of rede~tion of 

the obligations. The issuance of refundang obligations. the 

•aturities and other details. the rights of the holders, and 

the rights• duties. and obligations of the state are 

governed by the appropriate provistons of [sections 24 

through ~2) that relate to the issuance of obligations. 

C2) Refunding obligations issued ~s provided in 

subsection Cl) may be sold or eKchanged for outstanding 

obligations issued under [sections 24 through 42]. The 
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proceeds •ay be applied to the purcha~e, rede~tion, or 

payment of outstanding obligations. Pending the application 

of the proceeds of refunding obligations, ~ith other 

available funds, to the pay•ent of principal, accrued 

interes~. and 

being refunded 

any rede•ption premium 

and, if permitted in 

on the obll9ations 

the resolution 

authorizing 

the trust 

the issuance of the refunding obligations or in 

agree .. nt securtng them, to the payment of 

interest on refunding obligations and expenses in connection 

with refunding• the proceeds .ay be invested as provided in 

Title 17• chapter 6· 

~E~ SECI!Q~ Section ~o. Pledge of the state. In 

accordance with the constitutions of the United States and 

the state of Montana. the state pledges that it will not '" 

any way iMpai~ the obligations of any agreement between the 

state and the holders of notes and bonds issued by the 

state. 

~~!!Q~~ Section 41. TaK exeMption of bonds -

legal investment~. (lJ All coal severance tax bonds~ their 

transfer. and thei~ lnco•e• including any profits made on 

their sale, ar~ exempt fro• taxation by the state or 

political subdivisions or other instruantality of 

state, excepting inheritance, estate• and gift taxes. 

any 

the 

(2) Coal severance tax bonds are legal investments fo~ 

any person or board charged with investment of public funds 
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and are acceptable as security for any deposit of pub1ac 

money. 

~~~~TIO~ Section 42• Li•itation on aMount of coql 

severance tax bonds issued. No more than S599 ~~ ~JIIion 

worth of coal severance tax bonds may be issued for wdter 

development projects and activities. other cap a tal 

improvements, and economic development. 

Section 43. Section 15-35-108• MCA, is a ~~ended to 

read: 

"15-35-108. Disposal of severance taxes. S_everance 

taxes collected under the provisions of this chapter are 

allocated as follows: 

(1) To the trust fund created bY" Article JX. section 

5, of the Montana constitution, 25~ of total collections a 

year. After December 31• 1979, 50% of coal severance tax 

collections are allocated to this trust fund. The trust fund 

moneys shall be deposited in the fund estabJ is.hed under 

17-6-203(5) and invested by the board of investments as 

provided by law. 

(2J Coal severance tax col 1ections re•aining after 

allocation to the trust fund under subsection (lJ are 

allocated In the following percentages of the reMaining 

balance: 

(a) to the county in which coat is mined. l' of the 

severance ~ax paid on the coal mined in that county until 

-36- sa io09 
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January 1. 1980• for such purposes as the governing body of 

the county may determinei 

(b) 2 l/2~ until Oece~er 31• 1979• and theredfter 5~ 

to the earmarked 

alternative energy 

account; 

revenue 

research 

fund to the cred at of the 

devetop~nt and de.onstr~tion 

(c) 26 1/Z~ until July 1 9 1979 9 and thereafter 37 1/Z~ 

to the earmarked revenue fund to the credit of the local 

iMpact and education trust fund account; 

(d) for each of the 2 fi~cal years following June 30 9 

1977 9 13~ to the earmarked revenue fund to the credit of the 

coal area highway i•provement account; 

(e) 10% to the earMarked revenue fund for ~tate 

equalization aid to public school~ of the state; 

(f) 1% to the earMarked revenue fund to ~he credat of 

the county land planning account; 

(g) i-~tr• !_!L4' to thP stnkinq fund to the credtt of 

the renewable resour~e development bond account; 

(h) 5~ to the earmarked revenue fund to the credat of 

a trust fund for the purpose of parks dCquisatton or 

mana~ementw protection of works of art in the state capitol, 

and other cultural and aesthetic proJects. Income from this 

trust fund shall be appropriated as follows: 

(i) L/3 for protection of works of art an the 

capitol and other culturat and aesthetic proJects; and 
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Iii I Z/3 for the acquisitaon of sites and areas 

described in 23-1-102 and the operation and Maintenance of 

sites so acquired; 

(i) 1~ to the ear•ar~•d revenue fund to ~he credit of 

the state library commission for the purposes of providinq 

oasic library services for the residents of all countaes 

through library federation$ and for paymen~ of the costs of 

participating in regional and national networking; 

1ll ___ 1_~~--~--!~~-!ink!ng_!~~!2-~£redit_g!~ 

~!-~~l2~!!t sinki!!~S!l.Y!!!i 

tjt~ all other revenues fro• severance taxes 

collected under the provisions of this chapter to the credit 

of the qenerdl fund of the state.• 

Section 44. Secti-on lS-38-202, MCA 9 is a~~~ended to 

read: 

"15-38-202. Investment of resource indeanity trust 

account expenditure Mini~m balance. 111 All .aneys 

patd into the resource indemnity trust account shall be 

anve~ted ~t the dascretion of the board of anvest.ents. All 

the net earnangs accruing to the resource indemnity trust 

account shall dnnually be added thereto until it has reached 

the sum of SlO million. Thereafter, only the net earnangs 

may be appropriated and expended until the account reaches 

SlOC millaon. Thereafter, all net earnings dnd all receipts 

shalt be appropriated by the Jegaslature and expended, 
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provided that the balance in the account may never be less 

than SlOO million. 

lll_!!eq i nn.l!!..g_!JL!i!.£.5!1.-.8~! 98 2 '-'!.!.2~i.Q!d the .-:!!!2!!.!!! 

i!!._!,he r~~!.~_ll!:!!.L!~!!t is-Yr._!!!£!.-1!!!!.!L_!!.!L.-!W..llon., 

1D.t_-2f_ _ _L~_i!!!~~Li$.~~_!!1_ the_!.!.!2~~_i!!!!~n i U,_!~ 

~QY~1-~!!~-~!!2£~!~~t2--~~-~~~lo~~-t--~ar•arked 

~cc~~~!_£!~~-~-l!~~-~~· 

Section ~s. Section 85-1-301, HCA, is amended to read: 

•ss-1-101. Water conservation revenue bonds. (1) The 

board is hereby authorized to provldew by resolution. dt one 

ti111e or fro111 ti.•e to tiiiHh for the issuance of woater 

conservation revenue bonds of the state for the purpose of 

paying the cost, as hereinabove defined• of any one or more 

such public works• the principal and interest of which bonds 

shall be payable solely fro• the special fund he~ein 

p~ovided fo~ such payment. Such OOnds shall matu~e at such 

time o~ tiMes, not •o~e than 40 yea~s f~om ~helr date o~ 

dates. dS •ay be fixed by such resolution but may be eade 

redee•able before matu~•ty at the option of the statew to oe 

exercised by the board• at such price or pr1ces and under 

such terms and conditions as may be fixed by the board prior 

to the issuance of the bonds. The board shall determine the 

rate of interest such bonds shall bear~-~-eKeee~+ft9-G•-per 

s""~•; the time or ti•es of payment of such interest; the 

form of the bonds and the interest coupons to be attached 
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thereto; dnd the •anner of executing the bonds and coupons 

and shall fix the denominatjon or denominations of the bonds 

and the place or p1~ces of pay.ent of principal and interest 

thereof. which may be at any bank or trust company within or 

~ithout the state. 

(2) Provtsions •ay be •ade for the registration of any 

of the bonds in the na•e of the owner as to principal alone 

or as to both pr1ncipal and tnterest. The bonds authorized 

under the prov1S10ns of thts section and 85-1-303 may be 

ISSued and sold froM t1Me to ta•e and in such amount~ as may 

be determined by the board• and the board .ay se11 the bonds 

tn such .anner and for such price as it may deter•ine to be 

for the best interests of the statey-bu~-"e-§~eh-~~~---~fte~+ 

&e--mede-fer-~ss-~~en-e-prfee-wh+ehy-ee.pu~d-w+~ft-~e+e~~en 

~e-~he-ebso+a~-•a~~~fty-e~-~fte--ee"ds--in--ae~erdenee--•+~~ 

~tsnderd-~eb~es-o~-hen~-v~uesy-~++-~hew-a-ftet-~e~ur~e~-6~ 

~@r--eftft~-~e--~fte-pureha~e~-•pen-the-a.e~-peTd-there4e~. 

The proceeds of such bonds sha11 be used solely for the 

payment of the cost of the works and shall be checked out in 

such .anner ana under such restrictions. if any. as the 

bodrd •ay provide• 

(3) Edch resoJut1on prowading for the issuance of 

bonds shaJl set forth the project or projects for which the 

bonds are to be issued• and the bonds authorized by each 

such resolution shall constitute a separate series. The 
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bonds of each series shall be identified by a series letter 

or letters and •ay be sold and delivered at one tiae or from 

tiee to ti.e.• 

Section 46. Section 85-1-332• MCA, is a.ended ~o read: 

•a5-1-332· Disposition of .oneys collected. ttt For 

the purpose of carrying ou~ the provisions of this chapter 

and such othe,. water resource authorit-y• powets• and duties 

as ate conferred upon the depart.ent by law, the followinq 

.oneys shall be deposited in the eer.arked-~e•enee-+aftd-Fo~ 

't-h>e--tl~--~--t"'e--deper~-n't !!ili!.~~lopment earaarked 

account created bx fsection 5]: 

teil!l all suMs of .oney donated or contributed by the 

federal govern~nt or any departMent or agencies thereof; 

thtlll all giftst donations. bequests. and devises 

made to the state therefor and proceed~ of the sale thereof; 

and the proceeds of the sale or redeaption of and the 

interest edrned by the securities purchased or acquired with 

money received under this subsection; 

tet!ll all reimburseaents for .oney advanced for the 

payment of the assessMents upon state• school-granted, and 

other public lands for the improvement thereof as provided 

by 1 a.,; 

tdt~l all reimbursements for •oney advanced for the 

investigation and su~vey of reclaMation, electrification9 

and rehabilitation systems or projects proposed to be 
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financed in Nhole or in part by the reclaaation of lands and 

dikinq, drainage• and diking and drainage d••s for 

conservation of water to be used in reclaMation of land or 

stock reservoirs or for the construction, .aintenance, and 

operation of plants or projects for the aanufacture or 

distribution of electric current; 

tet!21 a11 reiMburse~nts for costs of surveys and 

investigations for moneys advanced to counties. cities, or 

towns or their proportion of the cost thereof or fro• any 

other sourceswi 

trt--J~e-f~~~-~~e,+--be--depe~T~ed--~n--~fte--~~eee 

IJenere+-f'ttnd• 

tet ill ~fept as othel"wi se_I!L!!~.i~...L!l!!.1 a 11 i neolA& 

or profit and revenue of the works and all .aney l"eceived 

from the sale or disposal of water. use of water. water 

storage, or other service and fro• the opera~iont lease, 

salet or other disposition of the works, property• and 

facilities acquired under this chapteri and 

t~i!l ~~!21-~--2!~~i~rovided br !~all sums 

received by the department for the use of electricity in 

excess of the maintenance and operation or the 

electrif-ication syst.e11 or project.• 

Section 47. Section 90-2-lOlt HCA, is a~nded to read: 

•90-2-101. Policy and purpose. (1) In the development 

of the ndtural resources of the state, it is essential to 
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distinguish between those wh&ch are and those which are not 

rene~able; to •ake proper charges through taxation and 

otherwise for the depreciation of nonrenewable resources; 

and to invest a proper proportion of the tax and other 

revenues fro• 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 quaJity of 

existing public resources such as land, air• wate~~ fish• 

wildlife, and recreational opportunities are not 

signific~tlr diMinished by develop•ents supported by this 

part. 

f21 In <Jrder to finance such deveJoprtentse it iS 

necessary to borrow in anticipation of the receipt of the 

revenues so 

consu•pt ion. 

that replace .. nt 

The purpose of this 

"'II 
part: 

not laq behind 

is to provide a 

procedure for borrowing in the .ast economical way for this 

purpose, to authorize the creation of debt to finance the 

first stage of the progra•9 and to describe the types of 

projects9 loans9 and grants to be included in the program.• 

Section 48. Section 9G-2-lll• HCA, is a~nded to read: 

•90-1-111. Grants to divisions of state govern•ent. 

(lJ The depart~nt of natural resources and conservation •ay 

recomMend to the governor that grants fro• the ren~wable 

resource develop~nt account provided for by this part be 
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•ade to an1 department, agency, board• commission, or other 

division of state government. 

(2) The departMent shall solicit and consider in its 

evaluation of proposed projects the views of interested and 

affected departments. bo4rds• agencies. and other 

subdivisions of state and federal governaent and of oth~r 

interes~ed and affected persons. 

(l) The governor shall sub•it those grant proposals 

having his approval to the legislature by the lOth day of 

any legislative session. Those grant proposals approved by 

the legislature shall be ad•inistered by the depart-ent. 

(4) The 9rants provided for Oy this section mdY be 

made for the purchase, lease,· or construction of projects 

for the conservation• Manage.ent• utilization• developMent• 

or pre$ervation of the land• we~epy fiSh• wildlife• 

recreationa19 and other renewable resources in the state; 

for the purpose of feasibility and design studies for such 

projects; for developMent of plans for the rehabilitation, 

expansion. or ~odification of exiSting projects; and for 

such other and further siailar purposes as the legislature 

may approve. 

(5) The departaent •ay adopt rules as required to 

qovern the tar•s and conditions for making grdnts pursuant 

to this sec~ion.• 

Section 49. Section 90-2-ll4t MCA, is aMended to read: 

-<tit- S!l lt09 



2 

3 

... 
5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

11 

18 

L9 

20 

21 

SB 0"09/03 

•90-2-124. Appropriation of coal severance tax. The 

state pledqes and appropriates and directs to b@ credited to 

the sinking fund account, as received, e-tt~• !_1/~t of all 

.aney from ti•e to ti.v received from the collection uf the 

severance tax and re•aining after allocatiOn of such tdx to 

the trust fund established under sections, Article JX, of 

the Montana constitution and ~uch additional a-aunt thereof, 

if any, as may be required fro• tame to tiwe to provide 

sufficient funds fo-r the purposes stated in 9o-2-123(2)t 

provided that no MOre than l-itl• !_!Lj! of such tax 

collections shall be deeMed to be pledged for the purpose of 

9G-2-121(3J.• 

Section 50. (Odificataon instruction. Sect1ons It lt 

and~ through 23 are intended to be codified as an antegral 

part of Title as. chapter l• and the provisions of Title ss. 

chapter 1, apply to sections 1• z. and 4 through 23. 

Section 51. Severability. If a part of thi~ dCt ts 

invalid, all valid parts that are severable from the invdlid 

part remain in effect. If a part of this act i~ invalad an 

one or more of its applications. the part remains in effect 

in all valid applications that are severable fro• the 

Z2 invalid applications. 

l] Section 5Z. Repealer. Sections 85-1-333 and 85-1-334• 

Z4 MCA. are repealed. 
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AYf~QRlZEO_y~DER_l~ECTlON 29) MAY NOT BE ISSUED UNLESS: 

lH-~!! !,£_!..,771_ll_f~SSEO_AN!L_!~Q-BY A 

!!!Bll=fQURT ~UQ T E Of.-!;M!Llli!llll .. QL!!:!L L EQ! SL A !!lBll_Ql! 

i!!l __ A!!l!I!!f_R_J!lL!, __ AUTHOB!ll!!!i_..!HE_..llll!_S_..!!m 

APPf30PRI!!INL THE J:l.!.!!D~ PLEOGSQ_FOR Tl;!l:lR _REPAYMENT IS 

PAS~EJL~t!Q-APPJ!Q~EO_J!L~_!l!!EE-FQ!lB!HS VOT,LQL!i_AtH HOU~E OF 

I!!L!.EGI.ll.AIURE" 

HL .. !!L.!!!l!!I!ON_!O THL!!~l.!J..BE.N!iiHS QF Jl.!l!SECT!ON 1!1% 

!!iL!,fG I SL ATURE _ _!!l/H __ ~~£!fi(All!_..!f!!RO~~Q!_J!RO,!EC T t 

ACT!~!!lL--~APII!l_IMPROVEMENT Q!_!!EM OF DEVELOPMENT SfFORE 

THE .. J!!!.!!OS_!.Q__ F I NA!!!t E .. ..!!:!!l__eRO.IEil.L_ .. HJ: I VI TXL__!;.Al!illl, 

I~PROV~~!L~_ITEM_Qf_DEVELOPMENT MAY BE l~.fi.Oo 

i.H __ !~LJ!QNDS_AUT!;!OR!!EO_l/!!Q§!!_il!i_CTID!!L!! I NAY NOT BE 

! SSUfQ_\!~LE SS __ A_!!!LL _ _!\!.!!!QRI lt N.!!..l!:!L.!!f!!!.S.B EA TEO BY ..!t!!i. 

SAlf_Qf._ THE SO!!OS ANO APPROPRIA!!!!!;..I!iLJ:Jm~--PLED&ED FOR 

l!:!!i!R REP!X!!!i.fiL!.L!!ASSf!LA~!L!J!e!!Q.Y!i.J!.J!LTI!!l::!!!!.BDS~!LQ!: 

EAC~..!!Ql/iLQL!~Lb.fi.l!ISLAT~E. 

Section ~. Effective date. Thas act, except for 

secttons 4• 43. and 49• is effec~ive July 1• 1981. Sections 

~. 43• and 49 are effective ~uly 1. 1983. 

-End-
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2 

3 

4 

5 

STATEMENT Of INTENT 

SENATE BILl 409 

Senate Agriculture, Livestock and Irriga~ion ~ittee 

A ~tatement of intent is required for this bill because 

6 it delegates rulemaking authority to the Board of Natural 

1 Resources and conservation in section 13· 

8 The intent is to provide the Board wlth the authority 

9 to adopt those rules necessary to ad•lnister the loan and 

10 9rant portion of the water develop•ent program. The 

11 authority is li•ited by section 13 to prescribing the form 

12 and content of applications for grants and loans, to 

13 adopting rules governing the application of the criteria fo~ 

awardin~ loans and grants to private persons, to 

rules providing for the servicing of loans 

adopting 

including 

14 

15 

16 arranqements for obtaining security Interests and the 

17 establ ishaent of reasonable fees or charges to be made, and 

18 to prescribing the ter~s and conditions for making grants 

19 and loans, the security instruments, and the agreements 

20 necessary. 

21 First adopted by the Senate Agriculture, Livestock and 

22 Irrigation Cor.mittee on the 18th day of February, 1981. 
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SENATE Bill NOo 409 

INTRODUCED BY HANNING, GALT 

BY REQUEST OF THE GOVERNOR 

A BILl FOR AN ACT ENTITLED: •AN ACT TO CREATE A WATER 

DEVElOPMENT PROGRAM; ESTABLISHING A lOAN AND GRANT PROGRAM 

FOR WATER DEVElOPMENT PROJECTS AND ACTIVITIES; ESTABliSHING 

AN EARMARKED WATER DEVElOPMENT ACCOUNT; AlLOCATING A PORTION 

Of THE COAl SEVERANCE TAX PROCEEDS; AlLOCATING A PORTION OF 

THE INTER.ES T INCOME FROM THE RESOURCE I NOEMNI TY TRUST 

ACCOUNT; CREATING AUTHORITY FOR WATER DEVELOPMENT BONOS; 

CREATING AUTHORITY FOR COAL SEVERANCE TAX TRUST FUND oONOS; 

~l"QUI R HI&_A__!,!~IT£Q_f!PPROPR lA HO~~_!!!l&_Q!~LAND il!.!Ji:REST 

FRO~ THE CUAh~~VERANCE TAX TRUSTi LIFTING THE INTEREST 

CEILIN& ON WATER CONSERVATION REVENUE BONDS; AMENDING 

SfCTIDNS 15-35-108, l5-3B-202o 85-1-102• 85-1-301• 85-1-332• 

9o-Z-101, 90-2-111• AND 9o-2-124t HCA; REPEALING SECTIONS 

85-1-333 AND 85-1-334, MCA; AND PROVIDING EFFECTIVE DATES.• 

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

NEW SECTION. Section 1. Purpose and policies. (l) The 

legislature finds and declares that in order that the people 

of Montana may enjoy the full econo~ic and recreational 

benefits of the state•s water resourcest the state .ust 

establish this long-term water development progra• providing 
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financial and dd•inistrative assistance to Private• local. 

and stdte entities for water resource development projects 

and activities. 

(2) The purpose of the water develop.ent progra• is to 

further ~he state•s policieS• set forth '" 85-1-101• 

regarding the conservation, development• and beneficial use 

of water ,..esources. 

43) The le9islature recognizes that water is one of 

the DOSt valuable and iMportant rene~able resources in 

Montana; ther@fore, it is appropria~e that a portion of the 

taKes on the ~emoval of nonrenewable resources be dedicated 

to the conservation, developaent, and beneficial use of 

water resources. 

(4) The develop.ent of water resources is of a high 

priority because a large portion of Montana•s present and 

future econo•y is based either directly or indirectly-on the 

wise use of water. 

C5) This water deve1op•ent progra• is an integral part 

of the iMple~~~entation and de¥elop~tent. of the ca.prehen-sive 9 

coordinated, multiple-use water resources plan known as the 

•state water plan"• 

NEW SEtTJO~ Section 2. Objectives. The departtwent 

shall ad~inister a water develop.ent program to accomplish 

such objectives as rehabilitation of state-owned water 

projects and works; pro•oti on of pr i vat.e, 1 ocal government• 

-z- SEI 40'1 
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and state water deve1opaenti devetopment of water-based 

recreation and the protection of water resources for the 

benefit: of 

deve 1 opaaent: 

development 

agriculture, 

of offst.rea11 

flood 

and 

cont.ro1 9 and other uses; 

t,.. ibutary storage; and 

of state-tribal. st:ate-fede..-al, and 

state-tribal-federal water projects. THE. STOftA~LQt._~!!fE. 

FOR EXISTING ~NO FUTURE BENEFICIAl USES SHAll BE Gl¥EN A 

~~~!~~T PRIORITY ~l~SS~~ATER_Q~VELOPMENT PROJECT 

OR A'TI~ITY OESIGNfO TO ACCOMPLISH ANOTHER D6JECTIVE__ll 

OE-STftATED TO BE IIORE BENEFIC IAL!Q A GREATER NUMBER OF 

PEOPLE. The water develop~nt prograa is the key 

i•ple~ntation portion of the st~e water plan and s~all be 

a~inistered to accomplish the objectives of the plan. 

Section 3. Section 85-1-102• MCA• is amended to read: 

•as-1-102. Definitions. Unless the context requif'es 

otherwise. in this chapter the following definitions apply: 

{1) •soardR •eans the boaf'd of natural resources and 

conservation provided for in 2-15-3302. 

(2) •cost of works• ~ans ~he cost of construction; 

the cost of a11 

franchises acquired 

construction; the 

1 aods., 

which 

cost of 

property. ri9hts. ease.ents• and 

are deemed necessary fof' the 

all water rights acquired or 

exercised by the depart•ent in connection with thoSe works; 

the cost of all •achinery and equipment. financing charges. 

interest prior to and during construction and for a period 
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not exceeding 3 years after the co•pletion of construction; 

cost of engineering and legal expenses. plans. 

speci ficat.ions., surveys. esti•ates of cost• ana other 

expenses necessaf'y o• i nciden~ to determining tho 

feasibility or practicability of any project; ad•inlstrative 

expense; and such other expenses as ~ay be necessary or 

incident to the financing 

construction of the works 

operation. 

herein authorizec and the 

and tha placing of the same in 

(3) •oepart~nt• means ~he departMent of natural 

resources and conservation provided for in Title 2• chapter 

15• part:. 33. 

(4) •owne,-• means all i ncti vi dua 1 s~ irrigation 

districts. drainage districts• flood control di~tri~ts. 

incorporated companies. societies9 or associations having 

any title or interest in any properties. rights. ease.ents. 

or franchises to be acquired. 

121 •Private person• means 2!1X__ individual. 

associ a,ti_Qn 9 partner.ihi.2.!__ corl12£.,!tion,t_.-S!..!.__.Qther 

nongovern11ental ent i!l,_!!..2!_.!li.9i2!.! _ _lli__l2~-~- qr ants 

und~r_L!~ti~~~~~~~o~ i~~~! govern•ental e~~ 

~t! __ !.L.__,!!L_~§.!!C-.l.-1 local govern~~~entr or political 

1Y.!'!.!!illiL2!L!2L!!!L~U!,!!..t_!he lln~_l!:.!!!.!.!_2!.__an.LJ9ency 

!~~..t-2L-~ other gover~a1 enti~~ 

t§tl!l •Project" •eans any one of the works herein 
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defined or any cOMbination of such works which are 

physically connected or jointly aanaged and operated as a 

single unit• 

ll~ubll~-!!~!!e-fits• ~neans those benefits that <JCS,..!:!!!. 

from a ~ater develoQ_aent project -~activi!Y_ to persons 

2.!.b.!!L_!t!~_...tb.!_2!:i va-te_g!..!!!!__gr__t oan_rec i pfent and thalc 

enhance the comMon well-being of the peop1 e of Hon!~ 

Publi£__~fi~A--in£1ude but are not li•ited to recrea~ion, 

flo.Qd co~!..!..._erosism_!.!!l~ction~_gris.y!.!urat -flood _J!_!aage 

~~£ ti.Q!!L--~!gr__g~~itt_enha~!!'ent •-~i.!!g!!.LL!!!!!.!Cl ion., 

~!~__!g ___ r~~n ion __ .2QR2.!!Y!lilli~-~---w i 1 dl i fe 

£~J:¥.2t.ion.!. 

1ll--.!~~r.~.ul.2!!!!!!!!~~!!~_2f~!lt• -~!.!~ 

sepa£ll.! aCc.2!!!!~U!!_!tx_f section__!!j__}!il!!ln the bond 

PROfEED~ and insurance clearance fund ~f the S!ate tre~sury 

!.2_ __ fin~~ loans_ unde.!.__!h.!._provisio!!!_2!.__ the--~ 

g!.'!~~!!!tl!L.....R!~ t:o agenci!l!.:!._ loc!ll governEQU.!. and 

1!2!i!ica1 §Ubdi visions 2L!hL..!!.!1!..!.._!Kiwat~ersons, .-M!! 

~ay_ other eligible recipien~s f~oroceeds of bonds issued 

!!.!L~Lillill.2~-!.LZ • a!!d 4 through 23 1.! 

121 "Water devetopmen!_!f!~!~~ans an action or 

I!LQ9@.!' __ to ore•et~ fROTECT _ _!NO_[!!~ !!2!ll::J!ased 

£~££~~i2n-2!-19_~g~!_g~ enh~~-~~~~£~-!~ _ _!h! 

ben~fi!_~L~ i c u!!!!!~~.-£.2!!!:.!:911._2.! __ other._yses • 

includi!:!..9-J!Y!_!!~~_li .. it~~.Q_!!!fh.....i;!.!:!~~~~!!~Q!!gt:ion 
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gf_efficient:~e of !t.il~~icultu,-et the i•prove-.e·nt of 

wat.e..- qual it.l'_!.!! agr i·cul ture and·-2!Jl~onpoi nt source uses. 

the 1?!'!!-h-Oft PRO!!;!J.!Qtt__AND _L~ANf.EHENT !!f wateJ:::J!.~lli 

!..£lleati.Q!!.!._~~!!..2l_2f erosion of streaabanks_~ 

control of sedimentation of ..-avers and -~trea.s, ~ 

orovi.!!.!..!lg_g!.!2!;~r local and ~e cont.rol of KQntana w~ 

resources. _Wat.el" deve 1 op-.ent .K.,!lyi ti !.!-~---'l!.!!l!~~ 

coMbina!ion_2f_~arket~1e and nonMarketable ben~~ 

l!.QL~~t cleve I opMent ea.- ..a rked aC£2!:m~-!!~!lL-~ 

~~~~JCC~!!!.-£r!~._U_fsection 5) within !he ear•arked 

~~!!!!!L-f!!!!L2f th~2~~sury for ~he pur~s. of the 

~~g_!~eloe.!!t!!L.2£ogram as~ forl.!!_ln [secti~h. 

~~ater_deve1op~nt proJ!s!~~~--! project as 

def i ned _ _l!!_~~:!eCtion~~xcepL!!!at water devel op.ent 

.Q£2 jec1:~~_!!2!_l~~-~~~!~!!~!!L.-!!2!!~_._!!..r 

the departa~ent. 

illl •water deve 1 op~~ent sinki"g account• means a 

sepa~£_~~1: Ct"eat.ed b't~tion~withl!L_S!l!_.!l~i!!9 

fund _of__M!~.!~~-~!_!!!,U_!2__1.!!L~- as provided in 

lliction-l.Qj~ 

f6t1!11 RWorks• ~eans all property• rights. easements• 

and franchises relating thereto and deemed necessary or 

convenient for their operation and all water rights acquired 

or exercised by the depart•ent in connection with those 

works and includes all means of conserving and distributing 
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water. including. without li•iting the generality of the 

for~golng. reservoirs. daes, diversion canals, distributing 

canals, waste canals• drainage canals. dikes, lateral 

ditches and pumping units. •ains, pipelines. and waterworks 

syste•s and includes all such works for the conservation• 

develop.entw storage• distribution• and utilization of 

water• including lllilithout limiting 

foregoing• works fo-r the purpose 

prevention. drainage. fish. and 

the generality of the 

of trrigationw flood 

wil dJ i fe. recreation. 

develop•&~ of power. watering of stock, supplying of water 

for public. do~stic• industrial• or other uses and for fire 

pro~ection." 

NEW SEC"JIO~.!. Section 4. Water deve 1 opltent sinking 

account created -- coal s.everanc.e- tax allocated •. (l t There 

is created a wa:t-er deveiGptlent s-ink-ing account within the 

sinking fu""' es·t:i!bH-sned· in 11-2-102. 

(2) The st:ate pledges and allocates and directs t.o be 

credited to the water develop.ent Sinking account• as 

receivech 1 l/"t* of all 1110ney frOfl t.ilte to t.i11e received 

fro• the coal severance tax collected under Title 15• 

chapter 35. and re~ining after allocation of ~uch tax to 

the trust. fund establi-shed under Ar-t·ic le Ix. section 5• of 

The Constitution of the State of Montana. 

~&TION. Section 5. Water development ear•arked 

account created-- revenues allocated H•itations. on 
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appropriations fr-o• dccount.. ( 1} There is created a water 

development ear•arked account within the earmarked revenue 

fund established in 11-2-102. 

(2) There shall be paid into the wa~er development 

ea~markea account: 

ta} all revenues of the work$ and otner money as 

provided in 85-1-332; 

(b) 30:l of the interest i ncoae of the resource 

indenmity trust account as provided in and subJect to the 

conditions of 15-38-202; 

tct the excess of the coal severance tax proceeds 

allocated by [section 4] to the water developaent sinkinq 

account above debt service requirenents 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 

subject to the following conditions: 

Ia) An a-aunt Jess than or equal to that paid into the 

dCCount under SS-1-332 and only that amount may be 

appropriated for the operation dnd maintenance of 

state-owned projects and •orks. If the amount of money 

available for appropriation un4er this subsection (3)fa) is 

greater ~han that necessary for operation and maintenance 

expenses 9 the excess may be appropriated dS provided in 

subsection C3)(b)• 
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(b) An a•ount less than or equal to that paid into the 

account fro• the resource indemnity trust account plus any 

excess fro~ subsection (3)(aJ and only that a.ount may be 

appropria~ed from the account for: 

til the rehabilitation of state-owned projects and 

wot'kS-y including the rehabili-tation of spillways of 

state-owned da.s; 

(ii) the for.ulation of downs~rean e .. rgency warning 

and evacuation plans for state-owned daas; 

(iii) the development of the hydropower potential of 

state-owned da~s; 

(iv) assistance in 

reservations established 

districts; 

the i~le.antation 

under 85-2-316 of 

of the water 

conservation 

(v) the promotion of tne develop-ent of offstrea• and 

tributary storage; 

(vi) the promotion of joint stat.e-tr i bal. 

stdte-federal., and state-tribal-federal water develop~nt; 

(vii) ad•inist.rati.ve expens.es, including but not 

I i .. i ted to the sa 1 aries and expenses of personnel • 

equipment, off i. ce space .. and other necessities incurr-ed in 

the adminJstration of the water development program except 

the odministration of loans and grants; and 

(viii) any other expenditures that meet the policies 

and objectives of the state water develop~ent program. 
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(') An a.ount less than or equat to that paid into the 

account from the water develop•ent sinking account and only 

that a.aunt •ay be appropriated fro• the account for loans 

and qr3nts for water development projects and activities and 

for administrative expenses. i.~luding but not li~ited to 

the salaries and eKpenses of personnel. equipeen~. office 

space.. and othe~ necessities incurred in adllinistering the 

loans and grants. 

~EW SEC!IO~~ Section 6. Grants and loans to state and 

local governments. (1) The depart-.ent IRay reconuaend to the 

1 egis 1 Clture that grants and loans be •ade from coal 

severance tax proceeds deposited in the water developgent 

earmarked account and loans be Made fro• water deve1op~nt 

bond proceeds deposited in the water develop•nt clearance 

account to a depart•ent• agency., board• co.nission• or other 

division of state government or to a city. county• or other 

politlcal subdivision or local governaent: body of the state. 

The legislature •ay approve by appropriation or other 

appropriate meo:~ns those grants and loans it. finds consistent 

~ith the policies and purposes of the program. 

(2:) The grants and loans provided for b)' this section 

may be made for the purchase, ledse• develop.ant• or 

construction of water develop.ant projects dnd activities 

for the conservation. menagement• use. development., or 

protection of the water and related agricultural, land, 
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fi~h. wildlife, and water recreation resources in the state; 

for ~he purpose of feasibility and design s~udies for such 

projects; for 

rehab i 1 i tat ion, 

devel oplllent of 

eM; pans ion, and 

plans for and the 

~nodi f ication of water 

oevelop~t projects; for other water developMent projects 

and activities that wilt enhance the water resources of the 

state: and for siailar pu,poses approved by the legislature. 

NEW 5ECTIOH. Sec.ti.on 1. Grants and loans to private 

persons. (1) To encourage the construction and development 

of water development projects and activities, the depart.ent 

may make grants and loans to private persons fro~ funds 

appropriated from the water development ear.arked account 

and .ay .ake loans to private persons fco• the wa~er 

developMent. clearance account. 

(2) The department shall publicize the statutes and 

rules governing grants and loans to private persons for 

water developmen~ projects and activities. set and publicize 

application deadlines. and accept applications for grants 

and loans. 

(3} The department shall review, evaluate• and select 

water develop.ent projects and activities for which grants 

or loans •ay be awarded• 

NEW SECTION~ Section 8. Division of funds between 

water develop•ent 

departaent ~hall 

projects 

reco••end. 

-11-
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water develop~nt projects and water develop.ent activities 

be funded equally •hen making reco•Mendations to the 

legislature on loans and grants for state 

development under (section 6]. 

aod local water 

(2t The departaent shall • to the extent possible 9 in 

approving grants and loans to priva~e persons fund water 

development projects and water develop•ent activities 

equally. 

lli SEC!l.ill!!_ S.ection 9. Applications .for qrants and 

loans to private persons. (lt A private person May apply for 

a grant or loan to finance a water developRent project or 

dC~ivity to be constructed• developed. and operated an 

Hontana. 

(2) An application for a loan or grant iltUSt be in the! 

fore prescribed by the board and contain or be acco~anied 

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 {section~ 10 and 11]. 

NEW S~~TION. Section 10. Eligibility for a loan or 

grdnt to a private person. The depart.ent ~Y not award a 

grant or loan to a private pe~son unless the depart.en~ 

finds• based on the application and the depa~t.ent•s 

investi gat:ion and evalua-tion of the proposal, that: 

(1) the proposed water developeen~ project or 
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activity: 

(a) wi 11 proii'IOte. enhance. or advance the purpose. 

policies~ and objec~ives of the water development prograa; 

(bt wi 11 be constructed, developed, and operated 

within the state of Montana; 

(ct will be econoaically feasible. (A project or 

activity is econoaicatly feasible if the project benefits 

exceed the project costs. The department shall consider both 

OhlY tangible end---+~~n~h+e benefits and costs in 

calcul3tin~ economic feasibility.) 

(d) will be an efficient use of natural resources 

including wdter, enerqy .. land, and air. (An efficient use is 

one that minimizes waste.) 

(e) wJ11 provide .ultipurpose facilities to the extent 

practicable; 

(fl will comply with statutory c:Jnd regul atoT'y 

standards protecting the quality of resources such as air• 

wat~r. land. fish• wildlife. and recreational opportunities; 

(g) will provide associated public benefits in 

addition to any private benefits the project or activity may 

provide; and 

(h) is needed to accomplish the purpose fo~ which the 

wate~ development project or activity is proposed; 

(2) the applicant has adequate financial resources to 

construct. operate. and ~naintain the water development 
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project or activity. The department shall consider financial 

resources from any source for which the applicant has 

qualified, including a water dev-elopaent grant or loan. 

(3) the applicant holds or can acquire all necessary 

land~' other than public lands. and interests therein and 

water rights necessaTy for ~h~ ~onstruction. operation, and 

•alnt~ance of the proposed water develop~~ent project. Of' 

activity; 

C 4) if the appli-cation is for a- loan, t.he applicant is 

credit-worthy and able and willing to enter into a contract 

...,ith the department for lean repaytaent and co.nst.r·uc:t.ion or 

development of the proposed water development project or 

activit.yt· a"d ~.!!!! 

(5) if the application is for a grant.• the applicant 

is able and ...,illing to enter into a contract with the 

department for construction or development of the proposed 

wat~r develop~nt projec~ or activity~He 

~t==iF-~=!fPt!E~li9~=~=FeR-A-6A.Hly--fHC--•PPC~E•NJ 

141fSl::~~~€-iH-lHE-€~-8F-!H€-fRI!d€§l-2Q-fH.Iol-lH€-6R:•NJ-

H8f-E ~~~J!=.tl!=S!f=!~-l!ff~<t::9R8d€el-!ji9Sl. 

NEW_'SE,£Tl0!!.!, Section 11 • .Evaluation of grants and 

loans to privdte persons. The depart~nt shall consider the 

following criteria and preferences in evaluatinq 

applicdtions and selecting the recipients of grants and 

loans for water oevelopment projects and activities that are 
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eligible for funding under [section 10): 

(11 The exten~ and desirability of the public benefits 

that will be provided .ust be considered. 

(Z) A water developmen~ project or activity that will 

be used as part of a family far~ ~-fft-~~~~ng-~-new 

~+fte~~ shall be given preference. A f~ily farm is one 

devoted primarily to agriculture under the ownership !!Q 

~~~of a resident Montana faeily. 

(3) A water developn~ent project. or acti.vi ty that wi Jl 

utilize or develop wa~er reserved under 85-Z-316 shall be 

given preference. 

(4) The department. to the extent practicable• shall 

attempt to achieve geographic balance in the promotion of 

water developlltent projects and activjties throuqh the 

awarding of loans and grants to private persons. 

(5) The e~tent to which the wate~ develop~nt project 

or activity will fuU.y ut.i lize water resources. and pro.ate 

the conservation and efficient use of the water resource 

shall be evaluated and considered. 

(b) Projects or activities that could not be 

accompl i.shed wi thou't the assistance of a 1 oan or 9rant shall 

be given preference. 

(7) The departMent shall give due consideration to any 

other foiKtor that• in the departtlent•s judg.ent:t is 

important to the evaluation of the water develop~nt project 
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o,. activity in light. of the purposes, policies.. and 

objectives of the water deveJop~ent progra•• 

~~TIO~~ Section 12. Oepart~nt to soJlclt views. 

The department shall solicit and consi~er in its evaludtion 

of proposed projects and activities the vieks of interested 

and affected departmen~s. boardsw agencies~ co.missions9 and 

other subd-ivisions of the state, including local political 

subdivisions, of the federal government• and of other 

interested and affected persons. 

!!!.!;!! SECTI!m. Section 13· Rule•aking authoritY• The 

board shall adopt rules: 

(lJ prescri-bing the fortn and content of applications 

for grants and loans; 

(2) governing the application of the cri·teda for 

awarding loans and grants to private persons; 

(3) providing for t.he servicing of loans inc-luding 

arranqe~nts for obtaining security interesh and the 

establish~nt of reasonable fees or charges to be made; and 

(4) describing the ter•s and conditions for making 

grants and loans, the security instru.ents• 

agreements necessary. 

and the 

NEN SECTIO~ Section 14· Li•its on loans. (1) No loan 

for a water ~evelopment project or activity •ay be made fro• 

the water development ear•arked or clearance account that 

exceeds the least of stoo,ooo. 1~ of the estimated total 
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funds potentially available for loans in the water 

develop~nt ear•arked and clearance accounts in the biennium 

in which the loan will be aade. or BOt of the fair market 

value of the security given therefor. In deter•ining the 

fair market value for the security given for a loan, the 

depart~~tent sha l1 consider appl'aisal s Made by quali-fied 

appraisers and other factors it considers important. 

t2l The period for repayment of loans ..ay not. exceed 

30 years. 

(3) The board shall froM tinte to time est:abl ish the 

interest rate at which loans ~~tay be made under (sections 1., 

2., and 4 through 23}• 

NEW SEtTlOM~ Section 15. Limits on qrants from water 

development ear~arked account. The •axlm~ grant awarded to 

a privdte person •ay not exceed 5~ of the estimated total 

funds potentially available in the water development 

ear•arked account for qrants in the biennium in ~hich the 

grant will be made ~- 25~ OF THE TOTAL PROJECT COST, 

WHICHEJ!~R l~_li~~· 

NEW SEC.!,!gN• Section lb. Security interests. The 

state has a lien upon a project constructed Nith .aney from 

the water develop~nt earmarked or clearance account for the 

dmount of the lodn and interest due the state. This t ien may 

attach to any project facilities. ~quipment• e3sements. real 

property. dnd ~roperty of any kind or Odture owned by the 
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debtor. including all water rights. The depar~~nt shall 

file with the county clerk and recorder of each county in 

•hich a part of the project is located either a financin9 

state•ent or a real estate MOrtgage covering the loan. its 

a1110unt., t.eriWSt and a description of the secur·ity. The 

county clerk and ~ecorder shall reco~d and index the lien as 

other 1 i.ens are· required by law to be recorded and indexed. 

The 1 ien shall be valid until paid in full or othef'wise 

discharged. The lien shall be foreclosed in accordance with 

applicable state law governing foreclosure of mortgages and 

liens. 

NEW_]£~TJON. Section 11. Adainist.ration of loans and 

grants. The department shall: 

( 1) ddllinister the loan and grant progrc. established 

by [sections 1, lt and 4 through 23]; 

(2) service loans Made or contract aod pay for the 

servicjng of loans• including arrangements for obtaining 

security interests; and 

( 3 J collect reasonable fees or C.hat' ges for the 

servicing of loans, including arrangements for obtaining 

security interests. 

~EW_}ECTIO~~ Section 16. Issuing bonds. (l} When 

authorized by the legislature and withln the limits of the 

authorization and within the further limitations established 

in this ~ection, the boa~d of exdminers •ay issue and sell 
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water dev~lop~nt bonds of the state in the a-aunt and 

manner it considers necessary and proper to finance the 

wdter develop.ent loan program. The full faith and credit 

and taxing powers of the state are pledged for the pr~ 

and fu·ll payaent of all bonds so issued and interest and 

redetaption premiuntS payable thereon according to their 

ter•s• 

(2) Each series of water developMent bonds .ay be 

issued by the board of exaMiners. upon request of the board 

of natural resources and conservation, at pubJic or private 

sate, in such denominations and for•st Nhether payable to 

bearer with attached interest coupons or regi~tered as to 

principal or as to both principal and interest, with such 

pro v-isions for conversion or eJCchange and fo,- the issuance 

of note~ in anticipation of the issuance of definitive 

bond~• bearing inte~est at such Tate or·rate~, •aturing at 

such rate or rates, •aturing at such ti~ or times not 

exceeding 30 years fro• date of issue, subject to optional 

or mandatory rede•ption at such earlier time~ dOd prices and 

upon such notice, with such provisions for payeent and 

discharge by the deposit of funds or securities in esc~ow 

for that purpose, and payable at the offi'e of such ban•ing 

institution or institutions within ·or outside the state,. as 

the board of exa•iners shalt determine subject to the 

li•itations contained in this section• 
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Ill In the is s.uance of each series of water 

develop~nt bonds,. the interest rates and the •aturiti~s and 

any .andatory redeMption provisions thereof shall be 

established in such •anner that the funds then specifically 

pledged and oppropr iated 

wi 11 in 

by 

the 

Ia• to the water develop.ent 

judg~nt of the board of sinking account 

exa•iners be received in an amount sufficient In each yedr 

to pay all principal,. rede•ption premiu•s• and interest due 

and payable in that year with respect to that and all prior 

series of such bonds• except outstanding bonds as to which 

the obligation of the state has been dischar9ed oy the 

deposit of funds o~ securities sufficient for their payment 

in accordance with the terms of the resolutions by which 

they are authorized to be issued. 

(4) In a11 other respects• the board of examiners as 

authorized to prescribe the fora 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 .ust be signed by the membe~s of the board of 

examiners,. and the bonds must be issued under the great seal 

of the state of Montana• The bonds and coupons ~Y oe 

executed Nith facsiaiJe 5ignatures and seal in the .anner 

and subject to the J i·mitations presc~ibed by law. The state 

treasurer shall keep a· record of all such bonds issued and 

sold. 
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(5} There is created a water develop.ent clearance 

account within the bond proceed$ and insurance clearance 

fund es.tabl i s.hed in 17-2-lo·z. 

(6) All proceed$ of bonds. issued under this section. 

other than l"'efund ing bonds .. IIUSt be deposited in the water 

developMent clearance account established in subsection (5)• 

except that any pri-ncip·al and accrued interest received in 

repay.ent of a loan made from the proceeds of bonds issued 

under this section •ust be deposited in the water 

development sinking account and must be applied to the 

payment• redemption premiu•s• and interest on the particular 

bond issue from whose proceeds the 1oan was made. All 

proceeds of refunding bonds must be deposited in the water 

developMent sinking a~count and applied to the pay•ent and 

redemption of outstandin9 bonds issued under this section as 

directed by the board• whether at aaturity or on any earlier 

date on which they may be prepaid according to their terms. 

(71 All actions taken by the board of exa~iners under 

this section or (section ZO) must be authorized by a vote of 

a ~ajority of the members of the board of examiners. 

NEW SECTION. Section 19. Bond proceeds only for 

loans. Water Oevelop~tent bond proceeds aay be used only fOr

the purpose of making loans as provided in the water 

deve1opment progra•• 

Nf~ SfCTIO~ Section 20. Sinking fund account 
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pfedge and ad•inistration of sufficient balance. '1) The 

legislature •ay levy, i•pose. assess. and pledge and 

appropriate to the water develop~nt sinking account any 

taK, charge. fee. rental. or other incoDe rra• any 

designated source. The state reserves the right to modify 

fro• ~ime to time the nature and a.ount of special taxes and 

other revenues pledged and appropriated to the water 

development sinking account. provided that the aggregate 

resources so pledged and appropriated are deterained by the 

legislature to be sufficient for the pra.pt and full pay.ent 

of the principal of ana interest and redeaption pre•iu-s 

when due on all bonds payable from that account and provided 

t.hat 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 paid· 

(l) Money in the water d~elopment sinking account 

flU St. be used first t.o pay interest. princip.tl• and 

redemption premiu-s when due and payable with respect to 

water development bonds; second to accumulate a reserve for 

the further security of such payMents9 to the aMount 

required each month to meet those paynents due within 12 

DDnths thereafter; and third to restore the reserve to this 

amount after each payment. 

(3) After the reserve prowided for in subsection (Z) 

has been accumulated in the water develop~nt sinking 
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accoun~. aoney at any tiMe received in the water develop.en~ 

sinking account in excess of ~hat 3•ount must be transferred 

by the treasurer to the water devetopaent earMarked account. 

If the bdlance on hand at any ti•e in the water develop.ent 

sinking account is not suFficient to accuMulate required 

reserves under subsection 

required amount within 3 

specifically pledged and 

develop•ent sinking account. 

(Z) and is not restored to the 

months thereafter from funds 

appropriated to the water 

the treasurer IN ACCORDANCE 

WITH THE PLEDGE OF !t!L_FU!,!~!!L!ND CREDI!._MQ_ll!Q!l; 

POWERS QF THE STATE shall transfer an a•ount sufficient to 

restore the required balance from the general fund to the 

water developeent sinking account. 

NEWJECIIQ~ Section 21· Water development refunding 

bonds. (1) The board of exa•iners May issue refunding bonds 

at such times and in such a.ounts• tf any. as ~Y be 

necessary to pay principal or interest due that cannot be 

paid fro. funds then on hand in the water develop~nt 

sinking account. The bodrd of exaMiners aay aJ~o is~ue 

refunding bonds to refund outstanding bonds before •aturity 

for the purpose of extending the aaturities thereof so far 

as deter•i-ned by the board of examiners to be necessary to 

assure that the funds then pledged to the water devetop.ent 

sinking account wi11 be sufficient for payeent of principal 

and interest dUe in subsequent years. The board of examiners 
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eay also issue refunding bonds to refund outstanding bonds 

before maturity for the purpose of reducing the interest 

cost or the total a-aunt of principal and interest payable 

thergon. 

(2) Ho refunding bonds •ay be issued and sold more 

than 3 .anths before all bonds refunded thereby ~ature or 

are called for redemption unless the proceeds thereof, with 

any other funds in the water development sin~ing account 

that are needed and available for the purpose or securities 

purchased from such pToceeds and other funds. are deposited 

with a suitable banking institution ~ithin or outside the 

state. in escrow. for the retire~nt of the refunded bonds 

at aaturity or at a prior date or dates on which they have 

been called for rede•ption In accordance with their terms. 

in an amount and in a .anner sufficient under the pro~isions 

securing the refunded bonds• so that the state•s obligation 

to pay the sa-.. from sources other than the escrow fund• is 

dischar9ed. 

(3) No new debt .ay be created by the issuance of 

refunding bonds in accordance ~i~h this sectiont but such 

refunding bonds shall evidence the debt previously created 

and shall be sec~red by ~he pledge of ~he full faith and 

c~edit and taxing powers of the state and by the further 

proyisions of this part in the sa~ manner as the bonds 

refunded thereby. 
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NEW SEC!!QN. Section 22. Repo~t to the legislature. 

The depart~nt shall prepare a biennial report to the 

leqislature desc~ibing the status of the water development 

prograM. The report must describe ongoing projects and 

activities and those which have been coapleted during the 

biennium. The report aus-t also describe proposed projects 

and activities for the co•ing bienniua and recoe.endations 

for necessary appropriations. A copy of the report shalt be 

submitted to the president of the senate and the speaker of 

the house and to such other me~bers as may request a copy. 

NEW SECTION. Section 23. Penalty. No member. officer. 

attorney. or other eeployee of the board e+--~e~u~~ 

re~ouree~-end-eon~r·~~Oft or the department e#--ftd~~~~ 

~e~euree~--eftd--een§erw~~+eft may, directly or indiYectly, be 

the benefici.a...-y of or receive any fee,. comlllission 9 gift. or 

othe~ consideration fo~ o~ In connection with any 

transaction or business under (sections t 9 2w and 4 through 

23] other than the salary, tee. or other compensation as he 

may receive as a member. officer, attorney. or employee. A 

person convicted of violating any provision of this section 

shall be punished by a fine not to exceed $Z,OOO or be 

imprisoned for not to exceed 2 yea...-s~ or both. 

NEW S5~Tl0~~ Section 24. State of Montana coal 

severance tdx oonds. [Sections 24 through 42] provade for 

the issuance of state Qf Montana coal severance ta~ bonds 
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(also referred ~o as coal severance tax bonds in [sections 

24 through 42)} to finance vater resource develop~nt 

projects and activities~--o~her--csp~ta~--imp~Ye.en~sy--aft~ 

eecn~~--dew.t~~ft~ in the state designed to provide. 

during and after extensive coal ~ining, a healthy economy. 

the alleviation of social and economic impacts created by 

coal developpent, and a clean and healthful environ.ent for 

present ana future generations. 

~~~ffTION. Section 25. Purpose and intent. Cl) The 

purpose of the coal severance tax trust fund bond provisions 

of [sections 24 th~ough 42] is to establish the authority to 

issue and ~ell coaJ severance tax bonds THAT HAVE SEEN 

APPROVED BY ACT OF THE LEGISLATURE for financing specific 

water resource development projects and activities~--o~heP 

eep+~e~--+apro.e.en~sr-end-eeano~-aeve+e~~ in the state 

authorized by the legislature and to guarantee redeMption of 

such bonds by revenue derived from the receipts fro• the 

coal severance tax imposed by Title 15, chapter 35, pd~t 19 

and such other •oney as the legislature may 

time detenai ne. 

I 21 The legislature intends that 

fro• 

projects 

ti•e to 

to be 

financed by coal severance tax bonds include b~--e~e--ftot 

~~-+~ed---~e water resource development projects and 

activities as pa...-t of the water development p...-o~rd• 

established in [sections 1. 2. and 4 through 23j. The 
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legislature further intends that the income from ~ater 

re~ourc.e de·¥"e1opa:tent projects and activities in excess of 

the a110unt: required for debt. service and operation and 

maintenance of those project~ and activitie~ be deposited in 

the water developMent ear•arked account established in 

(section 5]. 

~~ SECTION. Section 26. Coal severance tax trust 

subfunds. (1) The t.rust established under Article IX• 

section 5• of the Montana constitution shall be composed of 

t:he following subfunds: 

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

constitutionally dedicated receipts from the coal severance 

tax shall be deposited• 

(b) 

I C) 

(2) 

a coal severance tax permanent subfund; and 

a coal severance tax income subfund. 

On each December 31 and June 30 the state 

treasurer shatl transfer to the coal severance tax per.anent 

subfund all .aney in the coal severance tax bond subfund 

except the a•ount necessary to meet all principal and 

interest pay•ents on bonds payable from the coaJ severance 

tax bond subfund on the next ensuing semiannual pay~nt 

date. 

NE~tTIO~~ Section 21. Investment of funds. 1!1 

Honey in the coal severance tax bond subfund. the coal 

severance tax per-anent subfund• and the coal severance taK 
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incoee subfund •ust be invested in accordance with the 

invest~nt standards for coat severance tax funds EX~EPT_~ 

PAOYIOEO IN SUBSECTION 121. lnco•e and earnings from all 

subfunds .ust be transferred to and retained in the cOal 

severance tax inco.e subfund uft~++--a~pr~*e~d--ey-~ 

f.egts+~'ttt"e• 

.lll_!!~GIN!!ING ON JULY lr 1983.1 THE_!,fGISLATURE_~~LL 

APPROPRIATE 15~ OF THE INCOME A~Q_§~~INGS_FRO~-~~UBf~NDS 

!Q__~_Q~l!fQ_TO_THE_fQ~L SEVERANCE TAX P~RMANENT SU~FUNO 

EACH_!!~~ttf_fU~S APPROPRIATED TQ THE COAL SEVERANCE TAX 

PERMANENT SUBFUNO UNDER THIS SUBSECTION MAY NOT BE f~~THER 

~~~OPRJATfQ EXCEPT BY VOTE OF THREE-FOURTHS OF THE HEM~ERS 

OF EACH HOUSE OF THf LEG!a~TUREo 

NEW SE~TIO~ Sec~ion 28. Pledge of coal severance tax 

bond subfund. The MOney in the coal severance ta• bond 

subfund is pledged to the payment of the principal and 

inte~est on all state of ~ontana coal severance tax bonds. 

A11 bonds issued ~fter [the effective date of sections 24 

through 42] whe,.ein the 110ney 4n the coal severance t.ax bond 

subfund is pledged tor their retire-ant shall be cal1ed 

•state of Montana coal severance tax bon~s"• 

NEW SEC!IO~~ Section 29. Authority to issue coal 

severance tax bonds. The board of exa•iners~MPON ~~ 

OF THE LEGISLATY~S HEREINAFTE~DVIQ~ shall issue and 

sell coa1 severance tax bonds to finance ~UC~PROVED water 
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resource development projects and activitiesy-~he~-eft~~+&~ 

+~~OYe~~.-e#-eeeno•f~-dewe+epMeftt when authorized to do 

so by ony law that. sets out the aataunt. and purpose of the 

issue • .!;!!;tLPRO,!EC!LQLACTIVITYtlfHER::£AP~A~--H49lUWHIE~ 

~6~H€~-~!§~-8f-6§!f~S~ME*' SHAhh_§f_jj;PARATELY APPROVED AS 

IQ__!~~-!!.L_!__!WO::!!:t!!!Q~ OTE _ _QL~ AC!!_!!QUSE _Qf. THE 

_bEGISLATURE. 

NEW SEh!!.QN..!. Sect. ion 30. Board of ex:alliners to i s~ue 

bonds. The board of examiners may issue and sell coal 

severance tax bonds. and no other agency of the state is so 

authorized. Any action taken by the board of examiners under 

[sections 24 through 42] must be approved by a majority vote 

of its members. 

N~~ SEC!!Q~~ Section 31. Special fund revenues. (1) 

If a law authorizing a coal severance tax bond issue ~ 

~~!fl~-_fy~PO~S-_!~~-~-SPECifi~ AMOUNT con~e~plates the 

pledge and receipt of revenues, assets, or ~oney other than 

or in addition to the money in the coaJ severance tax bond 

subfund• then the money dertved from such pledged revenues, 

assetst and money must be paid into a special bond account 

for the benefit of such bonds. which must be part of the 

~inking fund of the state treasury fund structure. 

(2) Honey must be withdrawn fro• the coal severance 

tax bond account and paid to the special oond fund as 

necessdry to provide for payment of principal and interest 
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on the coal severance ta• bonds secured by a pledge of the 

special account. 

~~~~TIO~~ Section 32· Continued tax deposit li•it 

on additional bonds. (1) The 1egislature shalf provide for 

the continued assessment• levy• collection. ana depo5i~ into 

the coal severance tax bond subfund of the coal severance 

ta• which, together with such other revenues~ assets• and 

money as Ray be deposited to one o~ more special bond 

accounts pledged fo~ the benefit of coal severance tax 

bOnds• wit I be sufficient to p~oduce an amount that is at 

ledst the amount necessary to pay. when due• the annual debt 

service charyes on all outstanding coal severance tax bonds. 

(2) The board of e~aminers may issue no coal severance 

tax oonds unless the aggregate aMOunt of coal severance tax 

bonds outstanding. including the proposed issue and any 

other coal severance tax bonds authorized but not yet 

issued, can be serviced with no ~ore than two-thirds of the 

annual deposits into the coal ~everance tax bond subfund• dS 

determined by the average of the deposits during the 

preceding 3 fiscal years, together with the average of the 

aggregate amount of revenues. assets~ or money deposited in 

one or more special bond accounts used to pay debt service 

on outstanding coal severance tax bonds during the preceding 

3 fisca1 years. 

(Jt The proviSions of this section may not be ~odified 
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so as to reduce the sec.u·rity for any coal severance tax 

bonds while such bonds are ou~standing. 

~SECTIO~ Section 33. For• principal and 

interest -- fiscal agent -- deposit of proceeds. (l) Each 

~eries of coal ~everance ~ax bonds Must be issued by the 

board of exa•iners at public or private sa'e• &n such 

denowain~tions and form, whether payable 

registered as to principal or both principal 

to bearer or 

and interest .. 

wi.·th such provisions for the conversion or exchange, bear inq 

interest at such rate or rates, maturing at 5uch ti~s not 

exceeding 40 years from date of issue, subject to rede•ption 

at such earlier times ~od prices and upon such notice, and 

payable at the office of such fiscal agency of the state as 

the board of examiners shall deter•ine subject t.o the 

li•itations contained in [sections 24 through 42]. 

(2) In all other respects the board of exalliners is 

authorized ~o prescribe the form and terms of the bonds and 

shall do whatever is lawful and necessary fo .. their issuance 

and payment.. 

(3) Coal seve .. ance tax bonds and any interest coupons 

appurtenant thereto ~hall be signed by the meGbers of the 

board of exaMiners, and the bonds shall be issued under the 

great seal of the state of 11ontana. The bonds and coupons 

•ay be executed with facsiMile signatures and seal in the 

manner and subject to the limitations prescribed by 1aw. The 
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state treasurer shall keep a record of all such bonds issued 

and sold. 

( 4) The board of examiners is authorized to en1p 1 oy a 

fisc~J agent to assist in the performance of its duti~s 

hereunder. 

(5) Atl proceeds of a state of Montana coal sev~rcmce 

tax bonds i~sue shall be deposited in a bond proceeds and 

insu~ance clearance fund account established for that bond 

issue. except 

received shal J 

that any pre•iu•s 

be deposi"ted in a 

est.abl·i·shed -for that -bond issue. 

NEW SECTIQN.. 'Sect:i on- 3'lt• Trust 

and accrued Interest 

sinking fund account 

indenture. In the 

disc~etion of the boa~d of exa•iners, a series of coal 

severance tax bonds may be secured by a trust indenture by 

and between the board of exa•iners and a trustee, ~ich 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 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 

properLy covered by the trust indenture is located is 

constructive notice of its contents to all persons froe the 

ti10e of ·the fi 1 ing. and the recording of the trust indenture 

e+ Q! its contents is not necessary. 
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bondholders. Either the legt~lative act providing 
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protecting 

for the 

issuance of coal severance tax bonds or the trust indenture 

may contain provisions fo~ protecting and enforcing the 

rights and remedies of the bondholders as are reasonable. 

proper, and not in violation of law .. including covenants 

setting forth the duties of the state, the board of 

examiners, and the departments, boards~ or agencies of state 

government in relation to the acquisition, construction, 

i~provement• maintenance, operation, repair, and insurdnce 

of the projects financed with the proceeds of coal severdn~e 

tax bonds and the custJdy, safeguarding. and application of 

all money. Th~ !.!!.!JST indenture may set forth the rL;hts and 

remedies of the bondholders as is cust.omar y in trust 

indentures9 deeds of trusts. and ~~tgages securing bonds or 

debentures of corporations. No enuMeration of particular 

powers g~anted by this section impairs any general grant of 

po~er contained in (sections l4 through 42]• 

NEW~~TION. ~ection 36. Personol liability --suit 

to compel performance. (1} The members of the board of 

examiners and offi~ers and employees of the departments~ 

boards, or agencies of state government are not personally 

liable or dcLountable by reason of the issuance of or on any 

co~l severance tax bond ISSued by the board of examiners. 

( Z) Any holder of coal severance tax bonds o,- any 
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person or office,- being a party in interestt subject to 

applicable coal severance tax agree~nts or 

any 

!RUST 

indentures. may sue to enforce and compel the performance of 

the coat severance tax bond provisions as set out 1n 

[sections 24 th~ough 4Z]• 

NE~_SECTIO~. Section 37. Negotiability of bonds. Coal 

severance tax bonds issued are negotiable instru~nts under 

the Unifor• Co•mercial tode, subject only to the provisions 

for registra~ion of bonds. 

NEW SECTION. Section 38. Signatu,-es of boa~d •embers. 

In the case any ~e•be~ of the board of eKaminers whose 

signature appea,-s on coal severance tax bonds or coupons 

ceases to be a member befo~e the delivery of the bonds• his 

signature as nevertheless valid and sufficient for all 

purposes, the sa~e as jf the me~e,- ~e~ tl!Q ~emained in 

office until delivery. 

NEW_~TlO~~ Section 39. Refunding obligations. (1) 

The state board of eKaminers may provide for the issuance of 

refunding obligation~ for refunding any obligations then 

outstanding tha~ have been issued under (sections 24 through 

4Z]• including tne pay~nt of any rede•ption pre•ium and any 

inte,-est accrued or to accrue to the ddte of redeMption of 

the ob1agations. The issuance of refunding obligations .. t:he 

maturities and othe~ details, the rights of the holders. and 

the rights, duties, and obligations of the state are 
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governed by the appropriate provisions of [sections 24 

through ~Z] that relate to the issuance of obligations. 

C Z) Refunding obl igatlons issued as provided in 

subsection (IJ may be sold or exchanged for outstdnding 

obligations issued under (sections 24 through 4Z]• The 

proceeds may be applied to the purchas~. rede•ption. or 

payment of ou~standinq obligations. Pendlnq the application 

of the proceeos of refunding obligations., with other 

available fundst to the payment of principal, accrued 

interest, and 

being refunded 

any redemption premium 

and, if permitted in 

on the oblig~tions 

the resolution 

authorizing 

the t.ru5t 

the issuance of the refunding obligdtions or in 

agre~ment securing them, to the payment of 

interest on refunding obligations and expenses in connection 

with refunding, the proceeds .ay be invested 3S provided in 

Title 17, chapter o. 

~£!ION. Section 40· Pledge of the state. ln 

accordance with the constitutions of the United States and 

the state of Montand• the sta~e pledges that it Nill not '" 

any way impair the obligations of any a9reement between the 

state and the holders of notes and bonds issued by the 

state. 

NE~~!ION. Section 41. Tax exemption of bonds -

legal investments. (1) All coal severance tax bonds, thei~ 

transfer, dOd their income, including any profits ~de on 
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their sale, are exempt from taxation by the state or any 

political subdivisions or other instru.entality of the 

state• excepting inheritance, estate~ and gift taxes. 

(2) Coal seve~ance tax bonds a~e legal investm@nts for 

any person or board charged with inve~tment of public funds 

and are acceptable a~ security far any deposit of public 

money. 

~--SS£!10~~ Section 42. Li•itation on a•ount of coal 

~everance tax bonds issued. No more than •499 ~250 million 

worth of coal severance tax bonds •ay be issued for water 

developMent projects and activttiesy---G~her---ee~~~ftt 

*•preyeee~~~-eftd-e~enom+e-deve~~. 

Section 43. Section 15-35-108, MCA, is a ~~ended to 

read: 

•15-35-108. Disposal or severance taxes. Severance 

taxes collected under the provisions of this chapter are 

allocated as follows: 

(1) To the trust fund created by Article IX, section 

5 9 of the Montana constitution• 25~ of total coJie~t1ons a 

year. After December 31• 1979, 50\ of coal severance ~ax 

co11ections are allocated t.o t.his trust fund. The trust fund 

moneys sha11 be deposited in the fund established under 

17-6-203f5) and invested by the board of investments as 

provided by Jaw. 

(Z) Coat severance tax collections remdining after 
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allocation ~o the trust fund under subsection (1) ar~ 

allocated in the following percentaqes of the remainJ.nq 

balance: 

(a) to the county in which coaJ is mined, 2:t of the 

severance tax paid on the coal Mined in that county until 

~anuary 1, 1980, for such purposes as the governing body of 

the county may determine; 

(bt 2 l/2~ until December 31, 1979, and thereafter 5~ 

to the earmarked revenue fund to the credit of the 

alternative energy research development and demonstration 

accounti 

(c) 26 1/2% until July t, 1979, and thereafter 37 l/l% 

to the ~arMarked revenue fund to the credit of the local 

impact and education trust fund account; 

(d) for each of the 2 fiscal years foltoking June 30, 

1917~ 13% to the earmarked revenue fund to the c~edit of the 

coal a~~a highway i~provement account; 

(e) 10~ to the earMarked revenue fund 

equalization aid to public schools of the state; 

for state 

( f I 1% to the earmarked revenue fund to the credit of 

thA county land planning account; 

(g) i-~~- !_!L4~ to the sinkinq fund to the credit of 

the renewable re5ource development bond account; 

(h) 5~ to the ear~arked revenue fund to the credit of 

a trust fund for the purpose of parks acquisition or 
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•anagement, protection of works of art in the state capitol. 

and other cultural and aesthetic projects. Income fro• this 

trust fund shall be appropriated as folloNs: 

(i) l/3 for protection of works of art in the state 

capitol and other cultural and aesthetic projects; and 

(ii) Z/3 for the acquisi~ton of Sites and a~eas 

described in 23-1-102 and the operation and •aintenance of 

sites so acquired; 

(i} l~ to the earmarked revenue fund to the credit of 

the state library commission for the purposes of providin9 

basic library services for the residents of all counties 

through library federations and for pay~nt of the costs of 

participating in regional and national netwoTking; 

1lL_L~~-1!L..!!!~l!.i.!!!L!und_!!L.!;lJL.s;redit_J!f_!he 

~!~2~!!!_linking_~£ru!..!!!.i 

tjt~ all other revenues fro. severance taxes 

collecteU under the provisions of this chap~er ~o the credit 

of the general fund of the state.• 

Section 44• Section 15-38-202• HCA• is a~nded to 

read: 

"15-38-202. Invest~nt of resource inde•nity trust 

account e)(pP.nditure minamum balance. i!1 All moneys 

paid into Lhe resource indemnity trust account shall oe 

invested dt the discretion of the board of investments. All 

the net ea~nings accruing to the resou~ce indennity trust 
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account shall annually be added thereto until it has reached 

the sum of SlO ~ill ion. Thereafter. only the net ea~nings 

•ay be appropriated ~nd expended until the account reaches 

SlOO million. Thereafter. all net ~arnings and all receipts 

shall be appropriated by the legislature and expended• 

provided that the balance in the account may never be les~ 

than $}00 ~illion. 

UL._Beginni.ng_in_fisca~ar 1982., provided the .;unount. 

in tDe resource !rust account is areater than SlO ~i11ion. 

30t of the interest incoMe of the resource_~l!Y_!~ 

~~~_Qg_i!l!Q.£~~~!--9!ve 1 OQ!!!!! t earmarked 

~£!:!!~!!L~~~_h_[ s e!;!l.2!!_lli • 

Saction 45. Sec~ion a5-l-301t MCA• is amended to read: 

"85-l-301. water conservation revenue bonds. (1) The 

board is hereby authorized to provide• by resolution. at one 

time o~ f~om time to time• for the issuance of water 

conservation revenue bonds of the state for the purpose of 

paying the cost. as hereinabove defined• of any one or more 

such public works• the principal and interest of which bonds 

shall be payable s.olely from the special fund herein 

provided for such payment. Such bonds shal 1 111ature at such 

time or times. not ~ore than 40 yedrs from their date or 

dates. as. ~ay be fixed by such resolution but may be made 

redP.emable before maturity at the option of the state• to be 

exercised by the board. at such price or prices and under 
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such terms and conditions as ~ay be fixed by the board prior 

to the issuance of the bonds. The board shall determine the 

rate of interest such bonds shall beary-ne~-e•~ee~~q-c•-~er 

e~u•i the time or times of payment of such interest; the 

form of the bonds and the interest coupons to be att~ched 

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 

thereof. which may be at any ban- or trust company within or 

without the state. 

(2) Pr~isions may be made for the regts~ration of any 

of the bonds in the name of the owner as to principal alone 

or as to both principal and interest. The bond~ authorized 

under the provisions of this section and 6,-l-303 may be 

issued and sold fro• ttme to ti~e and in such amounts as mdy 

be deterqined oy the board~ and the board may sell the bonds 

in su~h ~nner and for such price as it may determine to be 

for the best Interests of the statey-&~~-ne-~~h-~8~e--~he~~ 

&e--m&d@-~&r-+e~~-than-o-pr~e@-wft~e"~-eOM~ated-w~~ft-Pe+H~~$" 

to-~he-ebs&l~~-·~~ity-af-~he--&ends--in--aece~denee--w+th 

~te"dord-~b~e5-~~ftd-ve+~es~-·~~-~how-8-"et-¥e~H~~e4-6• 

~@r--ennu•--~e--~he-pur~hese~-~on-~fte-e.ea~-~e~d-~her@#&r. 

The proceeds of such bonds shall be used solely for the 

payment of the cost of the works and shall be checked out in 

such •anner and under such restrictions~ if any. as the 
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bo~rd .ay provide. 

f3J Each resolution providinq for the 1ssuance of 

bonds shall set forth the project or projects for which ~he 

bonds are to be IS~ued• and the bonds authorized by each 

such resolution shall constitute a separate series. The 

bonds of e~ch sertes shall be identified by a series Je~ter 

or letters and may be sold and delivered at one ti.e or from 

tine to time.• 

Section 46. Section 85-l-33Z. HCA• is a~nded to read: 

"85-1-332. Disposition of moneys collected. t~t For 

the purpose of carrying out the provisions of this chapt~r 

and such other water resource authority, powers. and dutie5 

as are conferred upon the department by law, the following 

moneys shd 11 be deposited in the el!lrMrtced-re-wi!!~ttn-d-.fM" 

~"~--u5~--ef-~~e--depe~t.eft~ ~~~~Jopaen!__~~rked 

~.Q.!!!'!.L~~ted_la_[_~tion_2.}: 

tet!ll all sums of 110ney donated or contr j buted oy the 

federal government or any departaent or aqencies thereofi 

t6till all gifts. donation!.• bequests, and devises 

made to the state therefor and proceed~ of the sale thereof; 

and the proceeds of the sale or redemption of and the 

lntere~t eJYned by the securities purchased or acquired with 

money received under this subsection; 

tet!ll al1 reimbursements for money advanced for the 

payment of the dssessments upon stdte, school-granted, and 

-41- SB 't09 

z 

3 

4 

5 

b 

7 

8 

9 

10 

11 

12 

l3 

14 

15 

16 

17 

18 

19 

20 

2l 

22 

23 

24 

25 

SB O't09/04 

other public lands for the· iatprove..ent thereof as provided 

by Jaw; 

tdtlil all reimbursements for .oney advanced for the 

investigation and survey of reclamation• electrification. 

and rehabilitdtion systems or projects proposed ~o be 

financed in whole or in pa~~ by the ~eclamation of lands and 

dikinq, drainage, and diking and d~ainage dams for 

conse~vation of water to be used in reclamation of land or 

stock reservoar5 or fo~ the construction. Maintenance• and 

operation of plants or projects for the manufacture or 

distribution of electric current; 

t~121 all reiftbursenents for costs of surveys and 

investigations for Moneys advanced to counties, cities. or 

towns or their proportion of the cost thereof or froM any 

othe.r sourceS•i 

t~t-~he-f~++owt~she~+--~e--depe~t~ed--tft--~~--~te~e 

~efte~M-.fittt'lel+ 

tet~ exf~Q!_as othervise~ovide2-2l_l2~~ all income 

or profit and revenue of the works and all money received 

from the sale or disposal of water. use of water, ~ater 

storage, or other service and froM the operation, lease. 

sale. or ot.her dis.position of the works, property. and 

facilities acquired under this chapter; and 

tbtlil ~£~Q~--~~-_Q!herwi~QrOvide9_2x_!~~ all sums 

received by the department for the use of electricity in 
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excess of the maintenance and operation of the 

electrification system or project." 

Section 47. Section 90-2-101, MCAt lS aMended to read: 

"90-2-101. Policy and purpose. (1) In the development 

of the natural re~ources of the state, it is essential to 

distinguish between those which are dnd those whjch are not 

renewable; 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 fro• nonrenewable resources in the replaceaent 

thereof ~lth develop.ents of rene~abJe natural resources 

that t~till preserve for the citizens the benefit of the 

st.ate•s natural heritage and to ensure that the quality of 

existing public r@sources such as land. airt w~~erT fish, 

wildlife, and recreationo1 opportunities are not 

significantly di•inished by develop•ents supported by this 

part. 

C2J In order to flnanc.e such developments, it is 

necessary to borrow in anticipation of the 

revenues so that replacement will 

receipt of the 

not tag behind 

consumption. The purpose of this part as to provide a 

yrocedure for borrowing in the most economical way for this 

purPQSe• to authorize the creation of debt to finance the 

first stage of the program. and to describe the types of 

projects, loans. and grants to be included io the progra••• 
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Section ~a. Section 90-2-lllt HCA, is aMended to read: 

•90-2-111. Grants to divisions of stat~ government. 

(1) The depart~nt of natural resources and con~ervation may 

recom~nd to the governor that grants from the renewable 

resource develop~nt account provided for by this part be 

made to any department. agency, board~ commissaon• or other 

division of state government. 

(2) The department shall solicit and consider in its. 

evaluation of proposed projects the views of interested and 

affected departments. boards, agenctes. and other 

subdivisions of stute and federal government cind of other 

interested and affected persons. 

t 3 J The governor shall sublft it those grant proposd 1 s 

having his dpproval to the leyislature by the 20th d~y of 

any legislative session. Those grant proposals approved by 

the legislature shall be administereO by the department. 

t4) The grants provideo for by this section may be 

made for the purchase. lease. or construction of projects 

for the conservation, •anageaent• utilization. development• 

or preservation of the land .. Wlllt!er.,. fisht wildl.ife. 

rec~eational, and other renewable re~ources in the sta~e; 

for the purpose of feasibility and design studies for such 

projects; for development of plans for the rehabilitation• 

expansion, or modification of existing proJects; and for 

such other and further siaitar purposes as the legislature 
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aay approve. 

t5) The depar~ment may adopt rules as required to 

govern the teras and conditions for •akinq grants pursuan~ 

to this section.• 

Section 49. Section 90-Z-ll~• MCA, is aMended to read: 

"90-Z-124. Appropriation of coal severance tax. The 

state pledges and appropriates and directs to be credited to 

the sinking fund account. as received. i-iti• !_1/4~ of all 

~ney fro• ti~e to time received from the collection of the 

sev~rance tax ana remaining after allocation of such tax to 

the trust fund established under section s. Article IX, of 

the Montana constitution and such additional a~ount thereof, 

if any. as may be required fro• time to tiMe to provide 

sufficient fund~ for the purposes stated in 90-2-l23(2J• 

provided that no more than ~-+t~• !_!~~ of such tax 

collec~ions shall be deemed to be pledged for the purpose of 

9D-2-ll!C3J.• 

Section 50. COdification instruc~ion. Sections 1 9 2 9 

and 4 through 23 are intend@d to be codified as an int~gral 

part of Title 8~. chapter 1, and the provisions of Title 65• 

chapter 1, appty to sections lt Zt and 4 through 23. 

Section 51. Severability. If a part of this act is 

Invalid, all valid parts that are severable from the invalid 

part re•ain in effect. Jf a part of this act is involid 1n 

one or more of its applications• the part remains in effect 
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in all valid applications that are severable fro• the 

lnvalid applications. 

Section 52. Repealer. Sections 85-l-333 and 85-1-33~ 1 

MCAt are repealed. 

SECTIO!Lll_• _(OORDI!!MIO!L!NST~~!..!Q!h..__i!l_ THE BONOS 

AUT!iQIIIZ!;!L!!NDE~UEt!!~ll_M:L_NQ!_H ISSYSJ!_UNLESS: 

llL_!:!!! _ ____{__!.L_1477 1 IS P! SSE Q___!l!!!_! PP ROY !Q._.!!!.J. 

THREE-FOURTHS VOTE OF E!f!!__.!:!OUSE_Qt_THE_~GISLUURE; OR 

~ ANOTHER BILl AUTHORIZING THE DEBTS AND 

!!!!!!..Qf!!H.!!~L!!iL_tJm.Q1.._]!lEOG£!L_FOR _!HE!.!L-~!!l.§!!!_IS 

PASSEQ_!NO APPR.Q~~!_! THREE-FOUR!HS VOTE OF EACH HOU~~ 

!t<E_LEG!~LATURE. 

~1 IN ADDITION T.Q~~UIRgMENTS OF_SUBSEtTlON ~ 

THE_LEGISLATURE_!!!,!H2J!fill!f!UU.!!PR0l(Lf!QL_PRO.JECT1_!!!\ 

AtT!YlTYx==f!fif!t=~Pfi~~~-BR-f~EH-BF-B~E~BPHE~ BEFORE 

THE_ BONO~__!!!_E!!!ANtE_T.!:!AT __ PROJ Et T y _ _l!!>,_ AC TI Y! TY,.--EAfHAio 

ri'IP!!B¥J;f'IE~,.-eR=HEH-9F=BE¥Et:&P!'JiNf !!!.L~_!ll!!f!!.... 

i.H.-!J::!LJiQ~_AUT.!:!OR I lED UNDEJ!_LgCTION 1.!! J MAY 2!0T BE 

ISSUED UNLESS A BILL AUTHORIZIN~~f DEBT CREATEO ~!~ 

SALLOf' T!i.§__BON.QL!!!Q~fPROfRIATING !.!:!L..fUN.Q1__PLEDGED_ FOR 

!HEI~_RE~f~_IS_fAS~g~!!D APPROVED BY TWG-THIRDS YO!E OF 

EACH HGU.ll_Qf_!J:!LbEGIHATUJ!E• 

Section 54• Effective da~e. This act, except for 

sec~ions 4t 43, and 49, ls effective July 1 7 1981. Se~tions 

4t 43. and 49 are effective July t. 19~3. 
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April 3, 1981 

WA'l'ER COHHITTEE AMENDMENTS TO SB 409 
That Senate Bill 409 be amended in its third reading copy as follows: 

l. 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. 
Following: "~ 
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: "or 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" 

B. 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: ".t." 
Insert: "or" 
Followi-ng: "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 409 (cont.) 4/3/81 page 2 

14. Page 36, lines 6 and 7. 
Strike: ", other capital improvements, and economic development." 

15. Page 46, line 9. 
Following: "PROJECT" 
Strike: "," 
Insert: "or" 

1~. 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" 


