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ﬂg& BILL NO. R
/5y212¢zn2%77

INTRODUCED BY 'F
¢

BY REQUEST OF THE DEPARTMENT

OF NATURAL RESOURCES AND CONSERVATION

A BILL FOR AN ACT ENTITLED: “AN ACT TO GENERALLY REVISE THE
BONDING PROGRAMS QF THE DEPARTMENT OF NATURAL RESOQURCES AND
CONSERVATION; TO GENERALLY REVISE AND CLARIFY THE LAWS
RELATING TO THE WATER DEVELOPMENT PROGRAM; TO AUTHORIZE
COUNTY WATER OR SEWER DISTRICTS, RURAL SPECIAL IMPROVEMENT
DISTRICTS, AND THE BOARD OF EXAMINERS TO ISSUE TEMPORARY
OBLIGATIONS 1IN ANTICIPATION OF THE ISSUANCE OF BONDs; TO
GENERALLY REVISE AND CLARIFY THE LAWS RELATING TO THE
RENEWABLE RESOURCE DEVELOPMENT PROGRAM TO MAKE IT COMPATIRBLE
WITH THE WATER DEVELOPMENT PROGRAM; AMENDING SECTIONS
7-7-i0%, 17-5-703, 17-5-711, 17-5-713 THROQUGH 17-5-715,
17-5-718, 85-1-332, B5-1-604, B8S5-1-605, 85-1-610, B85-1-617,
85-1-619, 90-2-121, 90-2-123, AND 90-2-125, MCA; AND
PROVIDING AN IMMEDIATE EFPECTIVE DATE AND A RETROACTIVE

AFPPLICABILITY DATE."

BE IT ENACTZID BY THE LEGISLATURE OF THE STATE OF MONTANA:
Sectics 1. Section 7-7-109, MCA, is amended to read:
"7-7-108. Sale of notes in anticvipation of federal or

state revenue. {1) As used in this section, the following
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definitions apply:

(a) "Bonds" means bonds, notes, warrants, debentures,
certificates of indebtedness, and all instruments or

obligations evidencing or representing indebtedness, or
evidencing or representing the borrowing of money, or
evidencing or representing a charge, lien, or encumbrance on
specific revenues, special assessments, income, or property
of a political subdivision, including all instruments or
obligations payable from a special fund.

(b} "Political subdivision" means a county, city,

town, school district, irrigation district, rural special

improvement district, special improvement district, county
water or sewer district, or any other political subdivision
of the state, but does not include the state or any board,
agency, or commission of the state.

{c) "Governing body" means the board, council,
commission, or other body charged with the general control
cf the issuance of bonds of a political subdivision.

{2} When all conditions exist precedent to the
offering for sale of bonds of a political subdivision in any
amount and for any purpose authorized by law and the
pelitical subdivision has applied for a grant or loan of
state or federal funds to aid in payment of costs incurred
or ta be incurred for the authorized purpose, its governing

body may by resclution issue and sell notes in anticipation

INTRODUCED BILL
58 €3



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

25

LC 0696/01

of the receipt of the grant or 1loan, in an amount not
exceeding the total amount of bonds authorized and maturing
within not more than 3 years from the date such notes are
issued.

{3) The proceeds of the grant or loan, when received,
shall be credited to the debt service fund for the notes as
may be needed for their payment, with interest, when due.

{4) Any amcunt of the notes which cannot he paid at
maturity from the proceeds of the grant or loan or from any
other funds appropriated by the governing body for the
putpose shall be paid from the proceeds of bonds to be
issued and sold before the maturity date, or if sufficient
funds are not available for payment in full of the notes at
maturity, those bondholders may require the issuance, in
exchange, of bonds bearing interest at the maximum rate
permitted by law. The bonds so issued are secured and
subject to the terms and conditions provided by the law
authorizing thelr issuance. Notes and ponds may be issued
as provided in this section regardless of the amount
authorized if the amount which may legally be issued is less
than the commitment for which the grant or lean is made.
Before the notes or bonds are issued, the palitical
subdivision must receive a written commitment for a grant or
leoan in an amount equal to the remaining estimated costs and

must by resolution provide for the £fulfillment of the
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conditions of the commitment.”

Section 2. Section 17-5-703, MCA, is amerded to read:

"17-%5-703, Coal severance tax trust funds, (1) The
trust established under Article IX, section 5, of the
Montana constitution shall be composed of the following
funds:

(a) a coal severance tax bond fund inte which the
constitutionally dedicated receipts from the coal severance
tax shall be deposited;

{b) a coal severance tax permanent fund; and

(c) a coal severance tax income fund.

(2) ©n-each-bBecembar-3r-and--June--38--the The state
treasurer shall from time to time transfer to the coal
severance tax permanent fund all meoney in the coal severance
tax bond fund except the amount necessary to meet all
principal! and interest payments on bonds payable from the
coal severance tax bond fund on the next two ensuing
semiannual payment date dates.”

ec-ion 3. Section 17-5-71l, MCA, is amended to read:

9]

"17-5-711. Trust indenture, In the discretlion b the
board of examiners, a series of esat-severanee-tax bonds or

notes issued under this part may be secured by a trust

indenture by and Dbetween the board of examiners and a
trustee, wnicn may be any trust company ot bank hnaving the

pawers of a4 trust company within or outside of the state.

-4-
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Each trust indenture or an executed counterpart thereof
shall be filed 1in the office of the secretary of state of
Mnntana. The £iiing of a trust indenture or an executed
counterpart thereof in the coffice of the county clerk of the
county in which the property covered by the trust indenture
is located is constructive notice of its contents to all
persons from the time of the filing, and the recording of
the trust indenture or its contents is not necessary.”
Section 4. Section 17-5-713, MCA, is amended to read:
"17-5-713. Perscnal liability -- suit to «compel
performance. (1} The members of the board of examiners and
officers and employees of the departments, boards, or
agencies of state government are not personally liable or
accountable by rteason of the lissuance of or on any coal

severance tax bond or bond anticipation note issued by the

board of examiners.

{2) Any helder of coal severance tax bonds or any
person cr cffiicer being a party in interest, subject to any
applicable coal severance tax agreements Or  trust
indentures, may sue to enforce and compel the performance of
the coal severance tax bond provisions as set out in this
part."

Sectiocr 5. Section 17-5-714, MCA, is amended tO read:

"17-5-713. Negotiability of bonds. Eeat-severance--tax

sonds Bonds or notes issued under this part are negotiaple
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instruments under the Uniform Commercial Code, subject only
to the provisions for registration of bonds."

Section 6. Section 17-5-715, MCA, is amended to read:

"17-5-715. Signatures of board members. In ¢the case
any member of the board of examiners whose signature appears
on coai-severance-tax bonds, notes, or coupons issued under
this part ceases to be a member before the delivery of Lhe
bonds or notes, his signature 1is nevertheless valid and
sufficient for all purposes, the same as if the member had
remained in office until delivery."

section 7. Bection 17-5-718, MCA, is amended to read:

"17~5-718. Tax exemption of ponds -- legal

investments. (1} All eecalt--severance--+ax bonds or nares

issued under this part, their transter, and their income,
including any profits made on 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) €Eoal-severance-tax-bends Bonds or notes issued
under this part are legal investments for any person or
board charged with investment of puablic funds and are
acceptable as security for any depousit of public money ., "

NEW SECTION. Section 8. Bond anticipatiorn notes --
when issued ~- payment of principal and interest, (1) When

the beard of examiners has been authorized by the
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legislature to issue and sell bonds under this part, it may,
pending the issuance of the bonds, issue temporary notes in
anticipation of the receipt of proceeds to be derived from
the sale of the bonds. The notes are designated as "bond
anticipation notes". The proceeds of the sale of the bond
anticipation notes must be used only for the purposes for
which the proceeds o©f the bonds could be used, including
costs of issuance. If, prior to the issuance of the bonds,
it becomes necessary to redeem outstanding notes, additional
bond anticipation notes may be 1issued te redeem the
outstanding notes. No renewal of any note may be 1issued
after the sale of bonds in anticipation of which the
original notes were issued. As much of the proceeds of the
bonds, when issued, must be credited to the note debt
service fund as may be needed for payment of the notes, with
interest, when due.

{2) Bond anticiparion notes or other short-term
evidences of indebtedness maturing not more than 3 years
after the date of issue may be issued from time to time as
needed. Notes must be autherized by the board of examiners
and contain such terms and details as may be provided by
resolution of the board. Each resolution of the board of
examiners authorizing notes must:

(a) describe the need for the proceeds of the nctes to

be issued; and
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(b) specify:

(i} the principal amount of the npoctes or maximum
principal amount of the notes that may be outstanding at any
time;

(ii) the rate or rates of interest, the maximum rate of
interest, or the interest rate formula (to be determined in
the manner specified in the resolution a&authorizing the
notes) of such notes; and

(iii) the maturity date or maximum maturity date of the
notes.

{3} Subject to the limitations contained in this
section and the standards and limitations prescribed in the
authorizing resolution, the board in its discretion may
provide for notes to be issued and sold, in whole or in
part, from time to time. The board may delegate to the state
treasurer the power to determine the time or times of sale,
the manner of sale, the amounts, the maturities, the rate or
rates of interest, and such other terms and details of the
noctes as may be considered appropriate by the board or, if
there has been such a delegation, the state treasurer. The
board may, in its discretion but subject to the limitations
contained in this section, also provide in the resolution
authorizing the issuance of notes for:

(a) the employment of one or more persons or firms to

asgist the board in the sale of the notes;

-8-
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(b) the appointment of one or more banks or trust
companies, either within or outside o©f the state, as
depository for safekeeping and as agent for the delivery and
payment of the notes;

(c) the refunding of the notes, from time to time,
without further action by the board, unless the bpard
revokes such authority to refund; and

(d) such other terms and conditions as the board may
consider appropriate.

(4) In connection with the issuance and sale of notes,
the board may arrange C(or lines of credit with any bank,
firm, or person for the purpose of providing an additional
source of repayment for notes issued pursuant to this
section, Amcunts drawn on such lines of c¢redit may be
evidenced by negotiable or nonnegotiable notes or other
evidences of indebtedness, «containing such terms and
conditions as the board may authorize in the resclution
approving them.

Section 9. Secticn B5-1-332, MCA, is amended to read:

"85-1-332. Dispesition of moneys collected. (1) For
the purpose of carrying out the provisions ¢f this chapter
and such other water resource authority, powers, and dutiles
as are conferred upon the department by law, tne following
moneys shall be deposited in the water development state

speclal revenue account created by 85-1-604:
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tiy--ati-sums-of-meney-donated-or--contributed -by--the
Ecderai“government‘or—any*departmcntdcf~ngencies—thereof:

t2y(a) all gifts, donations, bequests, 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:

t33{b) all reimbursements for money advanced for the
payment of the assessments upon state, school-granted, and
other public lands for the improvement therecf as provided
by law;

t4y(c) all reimbursements for money advanced for the
investigation and survey of reclamation, electrification,
and rehabilitation systems or projects proposed to be
financed in whole or in part by the reclamation of lands and
diking, drainage, and diking and drainage dams 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 far the manufacture ar
distribution of electric current;

£5+(d) all reimbursements for costs of surveys and
investligations for moneys advanced to counties, cities, or
towns or their proportion of the cost thereof or from any
other sources;

t6¥(e) except as otherwise provided by law, all income

~-10~



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

LC 0696,/01

or profit and revenue of the works and all money received
from the sale aor disposal of water, use of water, water
storage, ©or other service and »from the operation, lease,
sale, or other disposition of the works, property, and
facilities acquired under this chapter; and

tF7¥(f) except as otherwise provided by law, all sums
received by the department for the use of electricity in
exXCcess of the maintenance and operation of the
electrification system or project.

{2) All sums of money donated or contributed by the

federal government or any department or agency thereof shall

be deposited in a federal speclal revenug account.”

Section 10. Section 85-1-604, MCA, is amended to read:

"85-1-604. Water development state special revenue
account created =-- revenues allocated -- limitations on
appropriations from account. (1} There is created a water
development state special revenue account within the srare
special revenue fund established in 17-2-102.

(2) There shall be paid 1into the water development
state speclal revenue account:

{a) all revenues of the works and other money as
provided in 85-1-332;

(b} 30% of the interest income of the resource
indemnity trust fund as provided in and subject to the

conditions of 15-38-202;
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{¢) the excess of the coal severance tax proceeds
allocated by 85-1-603 te the water development debt service
fund above debt service requirements as provided irn  and
subject to the conditions of 85-1-619;

(d) any principal and accrued interest recelved in
repayment of a loan made from the proceeds of bonds issued
under 85-1-617;: and

(e} any fees or charges collected by the department
pursuant to 85-1-616 for the servicing of loans, including
arrangements for obtaining security interests; and

(fF) all interest income earned on proceeds of water

development bonds.

(3) Appropriaticns may be made from the water
development state special revenue account for the following
purposes and subject to the following conditions:

(a) An amount less than or eqgual to that paid intoc the

account under 85-1-332 and only that amount may be
appropriated for the operation and maintenance of
state-owned projects and worxs. If the amount of money

available for appropriation under this subsecticn (3}(a) 1s
greater than that necessary for operation and maintenance
expenses, the excess may be appropriated as provided in
subsection (3){b).

{b} An amount less than or equal tc that pald into the

account from the resource indemnity trust account plus  any

“]?2=-
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excess from subsectien ({3)(a) and only that amount may be
appreopriated from the account for:

(i) the rehabilitation of state-owned projects and
WOTKS, including the rehabilitation of spillways of
state-owned dams;

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

tiii) the development of the hydropower potential of
state-owned dams;

(iv) assistance in the implementation of the water
reservations established under B85-2-316 of conservation
districts;:

(v} the promotion of the development of offstream and
tributary scorage;

{vi) the promotion of Jjoint state~tribal,
state-federal, and state-tribal-federal water development;

(vii) administrative SXPENSRS, including but not
limited to the salaries and expenses of personnel,
equipment, office space, and other necessities incurred in
the administration of the water development program except
the administration cof loans and grants:; and

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

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

account from the sources provided for in {¢) through fe} ()
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of subsection (2) and only that amcount may be appropriated
from the account for loans and grants for water development
projects and activities; for administrative expenses,
including but not limited to the salaries and expenses of
personnel, equipment, and coffice space:; for the servicing of
loans, including arrangements for obtaining security
interests; and for other necessities incurred in
administering the loans and grants.,"

Section 11. Section B85-1-605, MCA, is amended to read:

"85-1-605. Grants, loans, and bonds for state and
local government assistance. (1) The department may
recommend to the legislature that grants and loans be made
from ccal severance tax proceeds deposited in the water
development state special revenue account, that loans be
made from water development bond proceeds deposited in the
water developmenk account, and that coal severance tax bonds
be authorized pursuant to Title 17, chapter 5, part 7, to
provide financial assistance to a department, agency, board,
commissicn, or other division of state government ar to a
¢city, <¢ounty, or other political subdivision or local
government body of the state. The legislature may approve by
appropriation or other appropriate means those grants and
leoans it finds consistent with the policies and purpcses ot
the program.

{2) In additicn to implementing those projects

-14-
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approved by the legislature, the department may reguest up

to 18% of the funds available for grants from the water

development special revenue account in any biennivm to be

used feor emergencies. These emergency projects must be

approved by the department and be defined as those projects

which, if delayed until legislative approval can be

cbtained, will cause substantial damages or legal liability

to the project sponsor. In  allocating such funds, the

department shall consult with the legislative finance

committee of the legislature.

t2¥(3) The grants and loans provided for by this
section may be made for the purchase, lease, development, or
construction of water development projects and activities
for the <conservation, management, use, development, or
protection of the water and related agriculturai, land,
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 the
rehabilitation, expansion, and modification of water
development projects; for other water development projects
and activities that will enhance the water resources of the
state; and for similar purposes approved by the
legislature."”

Section 12. Section 85-1-610, MCA, is amended to read:

"85-1-610. Evaluation of grants and loans to private
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persons. The department shall consider the following
criteria and preferences 1n evaluating applications and
selecting the recipients of granks and loans for water
development projects and activities that are eligible for
funding under 85-1-609:

(1) The extent and desirabllity of the public henefits
that will be provided must be considered.

{2} A water development project or activity that will
be used as part of a family farm shall be given preference.
A family farm is one devoted primarily to agriculture under
the ownership and operation of a resident Montana family.

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

given preference. An activity includes all necessary work

assuciated with a project, beginning with application

preparation through the impiementation of & water

reservation by a qualified state applicant.

(4) The department, to the extent practicable, shall
attempt to achieve geographic balance in the promoticn of
water development projects and activities through the
awarding of loans and grants to private persons.

(51 The extent to which the water development project
or activity will fully utilize water rescurces and promote
the conservation and efficient wuse cf the water resource

shall be evaluated and considered.

—16—~
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(6) Projects or activities that could not be
acconplisihed without the assistance of a lcoan or grant shall
be given preference.

{7) The department shall give due consideration to any
other factor that, in the department's Jjudgment, is
important zo the evaluation of the water development project
or activicty in 1light o©of the purposes, policies, and
objectives of the water development program.”

Sectrion 13. Section 85-1-617, MCA, is amended toc read:

"85-1~617. Issuing bonds. {1) When authorized by the
legislature and within the limits of the authorization and
within the further limitations established in this section,
the board of examiners may issue and sell water development
bonds of the state 1in the amcount and manner it considers
necessary and proper to finance the water development loan
program, The full faith and credit and taxing powers of the
state are pledged for the prompt and £ull payment of all
bonds 80 issued and interest and redempticon premlums payable
thereon according to thelr terms.

{2) ELach series of water deveiopment bonds may be
:ssued by the beard of examiners, upon request of the board
of natural resources and conservation, at public or private
sale, in such denominations and forms, whether payable to
bearer with attached interest c¢oupons or registered as to

principal or as te beoth principal and inverest, with such
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provisions for conversion or exchange and for the issuance
of notes in anticipation of the issuance of definitive
bonds, Dbearing interest at such rate or rates, maturing at
such rate or rates, maturing &t such time or times not
exceeding 30 vyears from date of issue, subject to opticnal
or mandatory redemption at such earlier times and prices and
upon such notice, with such provisions for payment and
discharge by the deposit of funds or securities 1n escrow
for that purpose, and payable at the office of such banking
institution or institutions within or cutside the state, as
the board of examiners shall determine subject to the

{3) 1In the issnance of each series of water
development bonds, the interest rates and the maturities and
any mandatery redemption provisions thereof shall be
established in such manner that the funds then specifically
pledged and appropriated by law to the water development
debt service fund will in the Jjudgment of the bcard of
examiners be received in an amount sufficient in each vyear
to pay all principal, redemption premiums, and interest due
and pavable in that year with respect to that and all priocr
series of such bonds, except ocutstanding bonds as to which
the obligation of the state has been discharged hy the
deposit of funds or securities sufficient for their payment

1n accordance with the terms 2f the resolutions by which

~}18~-
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they are authorized to be issued.

t4) In all other respecrs, the board of examiners is

authorized to prescribe the form and terms of the bonds and

notes and shall do whatever is lawful and necessary for
thelr issuance and payment. Such bonds, notes, and any
interest coupons appurtenant thereto must be signed by the
members of the board of examiners, and the bonds and notes
must be issued under the great seal of the state ¢f Montana.
The bonds; notes, and coupons may be executed with facsimile
signatures and seal in the manner andg subject to the
limitations prescribed by law. The state treasurer shall

keep a record of all such bonds and notes issued and sold.

{5} There is created 4 water development account

within the state special revenue fund established in
17-2-102.
(6} All proceeds of bonds or_notes issued under this

section, other than refunding bonds, must be deposited in
the water development account established in subsection (5),
except tnat any principal and accrued interest received in
répayment of a loan made from the proceeds of bonds issued
under this section must be deposited in the water
development state special revenue account pursuant to
B5-1-604. Ail proceeds of refunding bonds must be deposited
in the water development debt service fund and applied to

the payment and redemption of outstanding bonds issued under

-19-
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this section as directed by the board, whether at maturity
or on  any earlier darte on which they may be prepaid
according to thelr terms.

(7)) All acticons taken by the board of examiners under
this section or 85-1-619 must be authorized by a vote of a
majority of the members of the board of examiners."

Section 14. Section 85-1-6819, MCA, is amended to read:

“85-~1-619, Debt service fund - pledge and
administration of sufficient balance. (1) The legislature
may levy, impose, assess, and pledge and apprcpriace to the
water development debt service fund any tax, charge, fee,
rental, or other income from any designated source. The
state reserves the right to modify from time to time the
nature and amount of special taxes and other revenudes
pledged and appropriated to the water development debt
service fund, provided that the aggregate resources 5o
pledged <nd appropriated are determined by the legislature
to be sutficient for the premp: and full payment of the
principal of and interest and redempticn premiums when due
on all bonds payable from that fund and prcovided that the
pledge of the full faith and credit and taxing powers of the
state far the security of all such bonds shall be and remain
irrevocable until they are fuily paid.

(2) Money in the water development debt service fund

must be used Ffirasepy; to pay lnterest, princilpal, and

-20-
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redemption premiums when due and payable with respect to

water development bondsr-seeond, and for bonds issued prior

to 1985, to accumulate a reserve for the further security of
such payment57—-to——the-»amOnnt—feqnired—each—menth-ta—meet
these-payments-due-within—t2-montha-thereafter;—-and--thirdsy
ra-resesre—the-reserve-to-this-ameunt-after-2ach-payment.
(3) After the reserve provided for in subsection (2)

for bonds issued prier to 1985 has been accumulated in the

water development debt service fund, money at any time
received in the water development debt service fund 1in
excess of that amount must be transferred by the treasurer
to the water development state special revenue account. If
the--balance--on--hand--at-any-time-in-the-water-development
dabt-serviece-fund-ta-net-sufficient-to--acedmutate--required
spsapyas-—gnder--subsectien--t23--and-is-net-rescered-to-the
reqnired—“nmcunt—fwibhin—-a——manths—-thcreaEter——Erom—-funds
specificaii7—~—piedged—-fand~~—appropriated———tc-‘the——uater
deve}cpment—debt—service—Eundv—the—treasurer--in-—accordance
with--the--ptedge--of-—the--full-fatth-and-eredit-and-taxing
powet3—aE-the—state—shal}—transfcr—an—ameunt——suEficient~fto
restore——the--reguired--batance-frem-the-generar—fund-to-the
water-devetopment debt~aervice—fund="

Section 15. Section 90-2-121, MCA, is amended to read:

ngp-2-121. Issuing bonds. (1) Within the limits

authorized by 90-2-127 and within the further limitations in
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this section, the board of examiners may issue and sell
bonds of the state in such manner as it considers necessary
and proper te finance the renewable resource development
program. The full faith and credit and taxing powers of the
state shall be pledged for the prompt and full payment of
all bonds so issued and interest and redemption premiums
payable thereon according to their terms.

[2} Fach series of such bonds shall be issued by the
board of examiners upon request of the board of naturajl
resources and conservation in such denominations and forms,
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 1issuance of notes 1in anticipaticn of the
issuyance of definitive bonds, bearing interest at such rate
or rates, maturing at such time or times not exceeding 30
years from date of issue, subject to cpticnal or mandatory
redemption at such earlier times and prices and upon such
notice, with such provisicns for payment and discharge by
the deposit of funds or securities in escrow for that
purpose, and payable at the office of such banking
institution or institutions within or ocutside the state, as
the board shall determine subject to the limitaticns
centained in this section.

{3} In the 1issuance of each series of such bonds the
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interest rates and the maturities and any mandatcry
redemptiaon provisions thereof shall be established in such
manner that the funds then specifically pledged and
appropriated by law to the debt service fund will in the
judgment of the board be received in an amount sufficient in
each year to pay all principal, redemption premiums, and
interest due and payable in that year with respect to that
and all prior series of such bonds, except cutstanding bonds
as to which the obligation of the state has been discharged
by the deposit of funds or securities sufficient for their
payment in accordance with the terms of the resolutions by
which they are authorized to be issued.

(4} In ali other respects the board of examiners is
authorized to prescribe the Eorm and terms of the bonds and
shall do whatever is lawtul and necessary for their issuance
and payment. Such bonds and any interest coupons appurtenant
thereto shall be signed by the members of the board ot
examiners, and the bonds shall be issued under the great
seal o©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 state
treasurer shall keep a record of all such bonds issued and
sold,

(5) All proceeds cf bonds Lssued hereunder and

interest earned on_ such preceeds, other than refunding

_23_
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bonds, shall be deposited in the renewable rescurce
development accounty-exeept-that-any-priacipat--and--aceraed
interest——-received-in-repayment-af-the-lsana-provided-for-in
this-puart-shatl-be-deposited-itn-the-debt-service-fund. All
proceeds of refunding bonds shall be deposited in the debt
service fund and applied to the payment and redemption ot
outstanding bonds issued hereunder as directed by the boardg,
whether at maturity or on any previous date on which they
may be prepaid according to their terms."”

Section 16. Section 90-2-123, MCA, 1s amended to read:

"90-2-123. Debt service fund. {l1) The state may by
enactment  of  the legislature or the people levy, impose,
assess, and pledge and appropriate to the debt service fund
any tax, c<harge, fee, rental, or other income from any
designated source. The state reserves the right to modify
from time to time the nature and amount of special taxes and
other revenues pledged and appropriated to the debt service
fund, provided that the aggregate resources s5¢ pledged and
appropriated are determined by the legislature to be
sufficient for the prompt and full payment of the principal
of and interest and redemption premiums when due on all
bonds payable from that fund, and provided that the pledge
cof the full faith and ecredit and taxing powers of the state
for the security of all such bonds shall be and remain

lrrevocable until they are fully paid.
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{2) Mcney in the debt service fund shall be used firate
to pay interest, principal, and redemption premiums when due
and payable with respect to renewable resource development
bonds;--aecend--to--accumulate--a--reserve--for--the-further
security-sf-such-payments;-te-the-amount-required-eash-maneh
to-meet-those-paymenta-due-within-12-months—thereaftayr:—-and
third--te-~restere-—tha--reserve--to-~thisa-ameunt-after—each
payment.

(3) A&fter-the-reserve-provided-for-tn--aubsection-——+24
abave--ts-—ta-the-debt-service-fundr-mMoney Money at any time
received in the debt service fund in excess of that the

amount required by subsection (2) shall be transferred by

the treasurer to the renewable resource development account.
if-the-batanece-at-any-time-on-hand-in-the-debe-service—-fund
ta--not-aunffretent-£for-comptranee-with-subsectten-tzy-and-is
net--restored--to-—the--required--ameunt--within--3---months
thereafter--from-£funds-specificaity-pltedged-and-appropeiated
ro-the-debr--aservice -fundr--the--treasgrer--shaltl--tranafer
thereto--fram—-the—-generat--fund-—an--ameunt--suffictent-to
restore-tha-required-batances"

Section 17. Section 90-2-125, MCA, is amended to read:

"90-2-125. Renewable resource development account. The
state may by enactment of the legislature or the peocple
levy, impose, assess, and pledge and appropriate to the

renewable resource development account any tax, charge, fee,
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rental, or other income from any source, including but not

limited to renewable r1esource development bond Pproceeds,

interest earned on the bond proceeds, and any principal  and

accrued interest received in repayment of a lcan made from

the proceeds of bonds issued under 90-2-121."

NEW SECTION. Section 18, Remedial character. Section
1 of this act is remedial in character, and nothing therein
may be considered to imply that authority for the taking of
any action therein expressly authorized did not previously
exist.

NEW SECTION., Section 19. Codification instruction.
Section B8 is intended to be codified as an integral part of
Title 17, chapter 5, part 7, and the provisions of Title 17,
chapter 5, part 7, apply to secticn 8.

REW SECTION. Secticon 20, Applicability. Section 10
applies retroactively, within the meaning of 1-2-109, to all
occurrences after July 1, 1981,

NEW SECTION. Section 21, Effective date. This act is
effective on passage and approval.

—End-
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STATE OF MONTANA o
REQUEST NO.  FNN 314-85

FISCAL NOTE
Form RD-15

In compliance with a written request received February 4, 19 85 , there is hereby submitted a
Fiscal Note for Senate Bill 283 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:

Revises the bonding programs of the Department of Natural Resources and Comservation; revises and clarifies

the laws relating to the Water Development Program; authorizes county water or sewer districts, rural special
improvement districts, and the Board of Examiners to issue temporary obligations in anticipation of the issuance
of bonds; and revises and clarifies the laws relating to the Renewable Resource Development Program to make it
compatible with the Water Development Program.

ASSUMPTIONS:
There will be no changes in adminstrative costs with the implementation of this bill.

There will be changes in the amount of funds available for grants under the water development program. These

changes are as follows: _

{a) Section 2. (2). The amount of reserve to be retained in the coal severance tax bond account will be
increased to an amount equal to two semiannual payments rather than ome. This will delay the flow of
funds into the trust temporarily, until sufficient reserves are accumulated. '

(b) Section 10. (f). Interest on general obligation bonds is now unavailable for use, but this legislation
will allow arbitrage earnings to be used to offset bond debt service incurred before loans are made.

(¢) Sectiom 11. (2). 1f 10% of the funds available are used for emergencies, they will be unavailable for
specific grants approved by the legislature.

(d) Section 14. (2). If the reserve is eliminated these funds will be available for grants. This amounts

to 10-20% of the face value of the bonds.
V

BUDGET DIRECTOR
Office of Budget and Program Planning

Date: ﬁ-(,é S)T /9{?5/

-
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Request No.  ENN 314-85
Form BD-15  Page 2

FISCAL IMPALT:

‘Rewerue:

Bhis bill will mot siffect the tetal revenues. However, it does eliminate the reserve requirements
for gemeral obligetion bonls, comistent with fedeval requivements, thus releasing $150,000 of weserwe
funds for sdditional grants in FY 1986. In subssquent years, the net amount of wevenue available Tor
goants from future bond sales will also be increased from 10% to 20%. Tt is impossible to westimate
-dollar awoonts at th#s time, because they are dapendent on ‘the amount -of boulls sold and the interest
rares al thet time. :

Expenditures :

FY 86 FY &7
Praposed Law 799,162 66, 18]

AFFECT -ON ‘COUNTY .OR_OTHER LOCAL REVENUE OR EXPENDITURES:

$150.,080 - of adﬂ:i—i:"ionail funds will be zvaildable to privete and public entities Tor water :developeent projecis.
TECHNICAL ‘OR ‘MECHANICAL TRFELTS:

Section 1 (4) lines 14 and 15 should be -amended to read: ‘those ‘bond ‘hollers may in vexchange requm
the issuance of long-~term bonds m%xmngw&mubzmrmmmt%mmmmm*m
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APPROVED BY COMM. ON
NATURAL RESOURCES

SENATE BILL NO. 28]
INTRODUCED BY GALT, NEUMAN
BY REQUEST OF THE DEPARTMENT

OF NATURAL RESOURCES AND CONSERVATION

A BILL FOR AN ACT ENTITLED: “AN ACT TO GENERALLY REVISE THE
BONDING PROGRAMS OF THE DEPARTMENT OF NATURAL RESOURCES AND
CONSERVATION; TO GENERALLY REVISE AND CLARIFY THE LAWS
RELATING TO THE WATER DEVELOPMENT PROGRAM; TO AUTHORIZE
COUNTY WATER OR SEWER DISTRICTS, RURAL SPECIAL IMPROVEMENT
DISTRICTS, AND THE BCARD OF EXAMINERS TO ISSUE TEMPORARY
OBLIGATIONS 1IN ANTICIPATION OF THE ISSUANCE OF BONDS; TO
GENERALLY REVISE AND CLARIFY THE LAWS RELATING TO THE
RENEWABLE RESOURCE DEVELOPMENT PROGRAM TO MAKE IT COMPATIBLE
WITH THE WATER DEVELOPMENT PROGRAM; AMENDING SECTIONS
7-7-109, 17“5—703; 17-5-711, 17-5-713 THROUGH 17-5-715,
17-5-718, 85-1-332, 85-1-604, 85-1-605, 85-1-610, B85-1-617,
85-1-619, $0-2-121, 90-2-123, AND 90-2-125, MCA; ARD
PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE

APPLICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 7-7-109, MCA, is amended to read:
*9-7-109. Sale of notes in anticipation of federal or

state revenue. (1) As used in this section, the following

Jmn tana lagisiative Caunaei
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definiticns apply:

(a) "Bonds" means bonds, notes, warrants, debentures,
certificates of indebtedness, and all instruments or
obligations evidencing or representing indebtedness, or
evidencing or representing the borrowing of money, or
evidencing or representing a charge, lien, or encumbrance on
specific revenues, special assessments, income, or property
of a political subdivision, including all instruments or
obligations payable from a special fund.

(b) "Political subdivision" means a county, city,
town, school district, irrigation district, rural special

improvement district, special improvement district, county

water or sewer district, or any other political subdivision

of the state, but dces not include the state or any board,
agency, or commission of the state.

{c) "Governing body" means the bgard, council,
commission, or other body charged with the general control
of the issuance of bonds of a political subdivision.

(2) When all conditions exist precedent to the
offering for sale of bonds of a political subdivision in any
amount and for any purpose authorized by law and the
political subdivision has applied for a grant or loan of
state or federal funds to aid in payment of costs incurred
or to be incurred for the authorized purpose, its governing

body may by resolution issue and sell notes in anticipation

-2- SB 283
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of the receipt of the grant or 1loan, in an amount not
exceeding the total amount of bonds authorized and maturing
within not more than 3 years from the date such notes are
issued.

{3} The proceeds qf the grant or loan,; when received,
shall be credited to the debt service fund for the notes as
may be needed for their payment, with interest, when due.

(4) Any amount of the notes which cannot be paid at
maturity from the proceeds of the grant or loan or from any
other funds appropriated by the governing body for the
purpose shall be paid from the proceeds of bonds to be
issued and sold before the maturity date, or if sufficient
funds are not available for payment in full of the notes at
maturity, those bondholders may, IN EXCHANGE, require the
issuancer-in-exechangery of LONG-TERM bonds bearing--intereat
at--the—-magimum--rake-permitted-by-taw. The bonds so issued
are secured and subject to the terms and conditions provided
by the law authorizing their issuance. Notes and bonds may
be issued as provided in this section regardless of the
amount authorized if the amount which may legally be issued
is less than the commitment for which the grant or loan is
made. Before the notes or bonds are issued, the political
subdivision must receive a written commitment for a grant or
loan in an amount equal to the remaining estimated costs and

must by resolution provide for the fulfillment of the
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conditions of the commitment.”

Section 2, Section 17-5-703, MCA, is amended to read:

"17-5-703. Coal severance tax trust funds. (1) The
trust established wunder Article IX, section S, of the
Montana constitution shall be composed of the Eollowing
funds:

{a) a coal severance tax bond fund into which the
constituticnally dedicated receipts from the coal severance
tax shall be deposited;

{b) a coal severance tax permanent £fund; and

{¢) a coal severance tax income fund.

(2) ®©n-each-Becember-3t-and--dune--30--the The state

treasurer shall from time to time transfer to the coal

severance tax permanent fund all money in the coal severance
tax bond fund except the amount necessary to meet all
principal and interest payments on bonds payable from the
coal severance tax bond fund on the next two ensuing
semiannual payment date dates.”

Section 3. Section 17-5-711, MCA, is amended to read:

"17-5-711. Trust indenture. In the discretion of the
board of examiners, a series of ¢eat-severance-tax bonds or

notes issued under this part may be secured by a trust

indenture by and between the board of examiners and a
trustee, which may be any trust company or bank having the

powers of a trust company within or outside of the state.

~4= SB 283
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Each trust indenture or an executed counterpart thereof
shall be filed in the office of the secretary of state of
Montana., The filing of a trust indenture or an executed
counterpart thereof in the office of the county clerk of the
county in which the property covered by the trust indenture
is located is constructive notice of its contents to all
persons from the time of the £iling, and the recording of
the trust indenture or its contents is not necessary."
Secticn 4. Section 17-5-713, MCA, is amended to read:
"17-5-713. Personal liability -- suit to compel
performance. (1) The members of the board of examiners and
officers and employees of the departments, boards, or
agencies of state government are not personally liable or
accountable by reason of the issuance of or on any coal

severance tax bond or bond anticipation note issued by the

board of examiners.

(2) aAny holder of cocal severance tax bonds or any
person or officer being a party in interest, subject to any
applicable coal severance tax agreements or trust
indentures, may sue to enforce and compel the performance of
the coal severance tax bond provisions as set out in this
part."

Section 5. Section 17-5-714, MCA, is amended to read:

“17-5-714., HNegotiability of bonds. €cai-severance--tax

bends Bonds or notes issued under this part are negotiable

-5- SB 283
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instruments under the Uniform Commercial Code, subject only
to the provisions for registration of bonds.”

Section 6. Section 17-5-715, MCA, is amended to read:

"17-5-715. Signatures of board members. In the case
any member of the board of examiners whose signature appears
on eeal-severance—tax bonds, notes, or coupons issued under
this part ceases to be a member before the delivery of the
bonds or notes, his signature 1is nevertheless valid and
sufficient for all purposes, the same as if the member had
remained in office until delivery."

Section 7. Section 17-5-718, MCA, is amended to read:

"17-5-7i8. Tax exemption of bonds - legal
investments. {l1) All ceal--severanece--tax bonds or notes

issued under this part, their transfer, and their income,

including any profits made on their sale, are exempt Erom
taxation by the state or any political subdivisions or other
instrumentality of the state, excepting inheritance, estate,
and gift taxes.

(2) €oai-severance-tax-bonds Bonds or notes issued

under this part are legal investments for any person or

board charged with investment of public Efunds and are
acceptable as security for any deposit of public money."®

NEW SECTION. Section 8, Bond anticipation notes --
when issued -- payment of principal and interest. (1) When

the board of examiners has been authorized by the

-6- 5B 283



10
11
i2
13
14
15
16
17
18
19
20
21
22
23
24
25

SB 0283/02

legislature to issue and sell bonds under this part, it may,
pending the issuance of the bonds, issue temporary notes in
anticipation of the receipt of proceeds to be derived from
the sale of the bonds. The notes are designated as "bond
anticipation notes”. The proceeds of the sale of the bond
anticipation notes must be used only for the purposes Efor
which the proceeds of the bonds could be used, including
costs of issuance. If, prior to the issuance of the boends,
it becomes necessary to redeem outstanding notes, additional
bond anticipation notes may be issued to redeem the
outstanding notes. No renewal of any note may be issued
after the sale of bonds in anticipation o©f which the
original notes were issued. As much of the proceeds of the
bonds, when issued, must be credited to the note debt
service Fund as may be needed for payment of the notes, with
interest, when due.

{2) Bond anticipation notes or other short-term
evidences of indebtedness maturing not more than 3 years
after the date of issue may be issued from time to time as
needed. Notes must be authorized by the board of examiners
and contain such terms and details as may be provided by
resolution o©of the board. Each resolution of the board cf
examiners authorizing notes must:

{a) describe the need for the proceeds of the notes to

he issued; and

-7- SB 283

@ o~

10
11
12
13
14
15
16
17
18
19
29
21
22
23
24

SB 028B3/02

(b) specify:

{i) the principal amount of the notes or maximum
principal amount of the notes that may be cutstanding at any
time;

(ii) the rate or rates of interest, the maximum rate of
interest, or the interest rate formula {(tc be determined in
the manner specified in the resolution authorizing the
notes) of such notes; and

{iii) the maturity date or maximum maturity date of the
notes.

{3) Subject to the limitations contalned 1in this
section and the standards and limitations prescribed in the
authorizing resolution, the board 1in its discretion may
provide for notes to be issued and sold, in whole or in
part, from time to time. The board may delegate to the state
treasurer the power to determine the time or times of sale,
the manner of sale, the amounts, the maturities, the rate or
rates of interest, and such other terms and details of the
notes as may be considered appropriate by the board or, if
there has been such a delegation, the state treasurer. The
board may, in its discretion but subject to the limitarions
contained in this section, also provide 1in the resolution
authorizing the issuance of notes for:

{a) the employment of one or more persons or firms to

assist the board in the sale of the notes;

-8- sB 283
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{b) the appointment of one or more banks or trust
companies, either within or outside of the state, as
depository for safekeeping and as agent for the delivery and
payment of the notes:

(c) the refunding of the notes, from time to time,
without further action by the board, unless the board
revokes such authority to refund; and

(d) such other terms and conditions as the board may
consider appropriate.

{4} In connection with the issuance and sale of notes,
the board may arrange for lines of credit with any bank,

firm, or perscn for the purpose of providing an additional

.source of repayment for notes issued pursuant to this

section. Amounts drawn on such lines of credit may be
evidenced Dby negotiable or nonnegotiable notes or other
evidences of indebtedness, containing such terms and
conditions as the board may authorize in the resolution
approving them.

Section 9. Section 85-1-332, MCA, is amended to read:

"85-1-332. Disposition of moneys collected. (1) For
the purpose of carrying out the provisions of this chapter
and such other water resource authority, powers, and duties
as are conferred upcn the department by law, the following
moneys shall be deposited in the water development state

special revenue account created by 85-1-804:
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ti}--ati-sums-of-money-denated-ar--contributed--by—-the
federat-governmant-or-any-department-er-agencies—thereofé;

t2¥(a) all gifts, donations, bequests, 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 acguired with
money received under this subsection;

£3¥(b) all reimbursements for money advanced for the
payment of the assessments upon state, school-granted, and
other publiic lands for the improvement thereof as provided
by law;

t4¥(c} all reimbursements for money advanced for the
investigation and survey of reclamation, electrification,
and rehabilitation systems or projects proposed to be
financed in whole or in part by the reclamation of lands and
diking, drainage, and diking and drainage dams 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;

t5%(d) all reimbursements for costs of surveys and
investigations for moneys advanced to counties, cities, or
towns or their proportion of the cost thereof or freom any
other sources;

t6¥(e) except as otherwise provided by law, all income

~10- SB 2B3
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or profit and revenue of the works and all money received
from the sale or disposal of water, use of water, water
storage, or other service and from the operation, lease,
sale, or other disposition of the works, property, and
facilities acquired under this chapter; and

t?¥(f) except as otherwise provided by law, all sums
received by the department for the use of electricity in
excess of the maintenance and operation of the
electrification system or project.

{2) A1l sums of money donated or contributed by the

federal government or any department or agency thereof shall

be deposited in a federal special revenue account.*

Section 10. Section 85-1-604, MCA, is amended to read:

"85-1-604. Water development state special revenue
account created -- revenues allocated -- limitations on
appropriations from accounkt. {1) There is created a water
development state special revenue account within the state
special revenue fund established in 17-2-102.

(2} There shall be paid into the water development
state special revenue account:

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

(b} 30% of the interest income of the resource
indemnity trust fund as provided in and subject to the

conditions of 15-38-202;
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{c} the excess of the c¢pal severance tax proceeds
aliccated by B5-1-603 to the water development debt service
fund above debt service reguirements as provided in and
subject to the conditions of 85-1-619;

(d) any principal and accrued interest recelved in
repayment of a loan made from the proceeds of bonds issued
under 85-1-617; and

(e} any fees or charges collected by the department
pursuant to 85-1-616 for the servicing of leoans, including
arrangements for cbtaining security interests; and

(f) all interest income earned on proceeds of water

development bonds.

(3) Appropriations may be made from the water
development state special revenue account for the following
purposes and subject to the following conditions:

{a) An amount less than or equal to that paid into the
account under 85-1-332 and only that amount may be
appropriated for the operation and maintenance of
state~owned projects and works. If the amcunt of money
available Ffor appropriation under this subsection (3}({a) is
greater than that necessary for operation and maintenance
expenses, the excess may be appropriated as provided in
subsection (3}({b).

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

account from the resource indemnity trust account plus any

-l2- SB 283
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excess from subsection (3)(a) and only that amount may be
appropriated from the account for:

(i) the rehabilitation of state-owned projects and
WOIks, including the rehabilitation of spillways of
state-owned dams;

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

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

(iv) assistance in the implementation o©cf the water
reservations established under 85-2-316 of conservation
districts;

(v) the promotion of the development of cffstream and
tributary storage;

(vi) the promoticon of joint state-tribal,
state-federal, and state-tribal-federal water develcopment;

{vili) administrative expenses, including but not
limited ¢to rthe salaries and expenses of personnel,
equipment, cffice space, and other necessities incurred in
the administration of the water development program except
the administration of lcans and grants; and

{viii) any other expenditures that meet the policies
and objectives of the state water develcpment program.

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

account from the sources provided for in (c) through te3 (f)
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of subsection (2) and only that amount may be appropriated
from the account for loans and grants for water development
projects and activities; for administrative expenses,
including but not 1limited to the salaries and expenses of
personnel, equipment, and office space; for the servicing of
loans, including arrangements for obtaining security
interests: and for other necessities incurred in
administering the loans and grants."”

Section 11. Section 85-1-605, MCA, is amended to read:

"8§5-1-605. Grants, loans, and bonds for state and
local government assistance. (1) The department may
recommend to the legislature that grants and loans be made
from coal severance tax proceeds deposited in the water
development state special revenue account, that 1loans be
made from water development bond proceeds deposited in the
water development account, and that coal severance tax bonds
be authorized pursuant to Title 17, chapter 5, part 7, to
provide financial assistance to a department, agency, board,
commissicn, or other division of state government or to a
city, county, or other political subdivision or 1local
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} 1In addition to implementing those projects
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approved by the legislature, the department may reguest up

to 10% of the funds available for grants from the water

develcpment special revenue account in any biennium to be

used for emergencies. These emergency projects must he

approved by the department and be defined as those projects

which, if delayed until legislative approval can be

obtained, will cause substantial damages or legal liability

to the project sponsor. In allocating such funds, the

department shall eensult-with INFORM the legislative finance

committee of the legislature.

t2¥(3) The grants and loans provided for by this
section may be made for the purchase, lease, development, or
construction of water development projects and activities
for the conservation, management, use, development, or
protection of the water and related agricultural, land,
fish, wildlife, and water recreation resources in the state;
for the purpose of feasibility and design studies for such
projects; for development of plans for and the
rehabilitation, expansion, and modification of water
development projects; for other water development projects
and activities that will enhance the water rescurces of the
state: and for similar purposes approved by the
legislature,”

Section 12. Section B85-1-610, MCA, is amended to read:

"85-1-610. Evaluation of grants and loans to private
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persons. The department shall consider the £following
criteria and preferences in evaluating applications and
selecting the recipients of grants and 1loans for water
development projects and activities that are eligible for
funding under 85-1-609:

(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 farm shall be given preference.
A family farm is cne deveoted primarily to agriculture under
the ownership and operation of a resident Montana family.

(3) A water development project or activity that will
utilize or develop water reserved under B5-2-316 shall be

given preference. An activity includes all necessary work

associated with a project, beginning with application

preparation through the implementation of a water

reservation by a gualified state applicant.

(4) The department, o the extent practicable, shall
attempt to achieve geographic balance in the promotion of
water development projects and activities through rthe
awarding of loans and grants to private persons.

{5) The extent to which the water develcpment project
or activity will fully utilize water resources and promote
the conservation and efficient use of the water tesource

shall be evaluated and consideted.
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{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
other factor that, in the department's judgment, is
important to the evaluation of the water development project
or activity in 1light of the purposes, policies, and
objectives of the water development program."

Section 13. Secticn 85-1-617, MCA, is amended to read:

"85-1-617. Issuing bonds. (1) When authorized by the
legislature and within the limits of the authcorization and
within the further limitations established in this section.
the board of examiners may issue and sell water development
bonds of the state in the amount and manner it considers
necessary and proper to finance the water development loan
prcgram. The full faith and credit and taxing powers of the
state are pledged for the prompt and full payment of all
bonds so issued and interest and redemption premiums payable
thereon according to their terms.

{2) Each series of water development bonds may be
issued by the becard of examiners, upon request of the board
of natural resources and conservation, at public or private
sale, in such denominations and forms, whether payable to
bearer with attached interest coupons or registered as to

principal or as to both principal and interest, with such
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provisions for conversion or exchange and for the issuance
of 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 time or times not
exceeding 30 years from date of issue, subject to optional
or mandatory redemption at such earlier times and prices and
upan such notice, with such provisions for payment and
discharge by the deposit of funds 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 board of examiners shall determine subject to the

limitations contained in this section [and section B8].

({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
debt service fund will in the judgment of the board of
examiners be received in an amount sufficient in each year
to pay all principal, redemption premiums, and interest due
and payable in that year with respect to that and all prior
series of such bonds, except outstanding bonds as to which
the obligation of the state has been discharged by the
deposit of funds or securities sufficient for their payment

in accordance with the terms cf the resolutions by which
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they are authorized to be issued.

(4) In all other respects, the board of examiners is
authorized to prescribe the form and terms of the bonds and
notes and shall do whatever 1is lawful and necessary for
their 1issuance and payment. Such bonds, notes, and any
interest coupons appurtenant thereto must be signed by the
members o©of the board of examiners, and the bonds and notes
must be issued under the great seal of the state of Montana.
The bonds, notes, and coupons may be executed with facsimile
signatures and seal in the manner and subject to the
limitations prescribed by 1law. The state treasurer shall
keep a record of all such bonds and notes issued and sold.

{(5) There 1is created a water development account
within the state special revenue fund established in
17-2-102.

(6) All proceeds of bonds or notes issued under this
secﬁion, other than refunding bonds, must be deposited in
the water development account established in subsection (5),
except that any principal and accrued interest received in
repayment of a loan made from the proceeds of bonds issued
under this section must be deposited in the water
development state special revenue account pursuant to
85-1-604. All proceeds of refunding bonds must be deposited
in the water development debt service fund and applied to

the payment and redemption of outstanding bonds issued under
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this section as directed 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 ¢f examiners under
this section or 85-1-619 must be authorized by a vote of a
majority of the members of the board of examiners."

Section l4. Section 85-1-619, MCA, is amended to read:

"85-1-619. Debt service fund -- pledge and
administration of sufficient balance. (1) The legislature
may levy, impose, assess, and pledge and appropriate to the
water development debt service fund any tax, charge, fee,
rental, or other income from any designated source. The
state reserves the right to modify from time to time the
nature and amount of special taxes and other revenues
pledged and appropriated to the water development debt
service fund, provided that the aggregate resources so
pledged and appropriated are determined by the legislature
to be sufficient for the prompt and full payment of the
principal of and interest and redemption premiums when due
on all bonds payable from that fund and provided that the
pledge of the full faith and credit and taxing powers of the
state for the security of all such bonds shall be and remain
irrevocable until they are fully paid.

(2) Money in the water development debt service fund

must be used £irae; to pay interest, principal, and
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redemption premiums when due and payable with respect to

water development bonds;-seesnd, and for bonds issued prior

to 1985, to accumulate a reserve for the further security of
such paymentsy-to-the-ameunt-raquired--each--month--to--maet
those--payments-—~due-within-i2-mentha-thereafters-and-third;
to-restore—the-reserve-to-this-amount-sfcer-each-paymente.
(3) After the reserve provided for in subsection (2)

for bonds issued prior to 1985 has been accumulated in the

water development debr service fund, money at any time
received in the water development debt service fund in
excess of that amount must be transferred by the treasurer
to the water development state special revenue account, ¥£
the~batance-on-hand-st-any-time--itn--the--water--deveiopment
debr--service--fund-ias-not-suffictent-to-accumuiate-required
reserves-under-subsection-{t2¥-and-ts--not--restored--es--the
required--amount--within--3--months--thereafrer--from--funds
specifieatty--ptedged--and---appropriated-——to———the---water
devatopment--debt--gervics-fund; -the-treasurer-in-accordanes
with-theé-piedge-of-the-futt--farch--and--eredit--and--taxing
powers--of--the-state-shati-transfer-an-amount-sufficient—te
restore-the-required-batance-frem-the-general--fund--ta--the
water-devetopment-debt-service-funds"

Section 15. Section 890-2-121, MCA, is amended to read:

“90-2-121. Issuing bonds. (Y} Within the limits

authorized by 90-2-127 and within the further limitatiens in
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this section, the board of examiners may issue and sell
bonds of the state in such manner as it considers necessary
and proper to finance the renewable rescurce development
program. The full faith and credit and taxing powers of the
state shall be pledged for the prompt and full payment of
all bonds so issued and interest and redemption premiums
payable thereon according to their terms.

{2) Each series of such bonds shall be issued by the
board of examiners upon reguest of the board of natural
resources and conservation in such denominations and forms,
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 issuance of notes in anticipation o©of the
issuance of definitive bonds, bearing interest at 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 times and prices and upon such
netice, with such provisions for payment and discharge by
the deposit of funds or securities in escrow for that
purpose, and pavable at the office of such banking
institution or institutions within or outside the state, as
the board shall determine subject to the limitations
contained in this section.

{3) 1In the issuance of each series of such bonds the
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interest rates and the maturities and any méndafory
redemption provisions thereof shall be established in such
manner that the funds then specifically pledged and
appropriated by law to the debt service fund will in the
judgment of the board be received in an amcunt sufficient in
each year to pay all principal, redemption premiums, and
interest due and payable in that year with respect to that
and all prior series of such bonds, except outstanding bonds
as to which the obligation of the state has been discharged
by the deposit of funds or securities sufficient for their
payment in accordance with the terms of the resolutions by
which they are authorized to be issued.

{4) In all other respects the board of examiners is
acthorized to prescribe the form and terms of the bonds and
shall do whatever is lawful and necessary for their issuance
and payment. Such bonds and any interest coupons appurtenant
thereto shall be signed by the members of the board of
examiners, and the bonds shall be issued under the great
seal of the state of Montana. The bonds and coupons may be
executed with facsimile signatures and seal in the manner
and subject to the limitations prescribed by law. The state
treasurer shall keep a record of all such bonds issued and
seld.

{5) &All proceeds of bonds issued hereunder and

interest earned on such proceeds, other than refunding
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bonds, shall be depesited in the renewable resource
development accounty--exeepbt-that-any-principat-and-aceraned
interest-received-in-repayment-of-the-itcans-provided-far——in
this--part-shaii-be-depesited-in-the-debt-service-fund. All
proceeds of refunding bonds shall be deposited in the debt
service fund and applied to the payment and redempticn of
outstanding bonds issued hereunder as directed by the board,
whether at maturity or on any previous date on which they
may be prepaid according to their terms."

Section 16. Section 90-2-123, MCA, is amended to read:

“9p-2-123. Debt service fund. (1) The state m;y by
enactment of the legislature or the people levy, impose,
assess, and pledge and appropriate to the debt service fund
any tax, charge, fee, rental, or other income from any
designated source. The state reserves the right to modify
from time to time the nature and amount of special taxes and
other revenues pledged and appropriated to the debt service
fund, provided that the agqregate resources so pledged and
appropriated are determined by the legislature ta be
sufficient for the prompt and full payment of the principal
of and interest and redemption premiums when due on all
bonds payable from that fund, 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.
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(2) Money in the debt service fund shall be used first
to pay interest, principal, and redemption premiums when due
and payable with respect tc renewable resource development
bonds+-secsnd--to-—accumutate--a--reserve--for——the—-further
security-of-such-paymentsr-te-the-ameunt-reguired-each-month
to--meet-those-paymenta-due-within-iZ-months-thereafrer;—and
third-tu-restore-the-—reserve-—-to—-this——amnount--after--each
payment.

{3) Afeer——the--reaerve-provided-far-in-subaecrian-{24
absve-is-in-the-debt-service-fundy-money Money at any time
received in the debt service fund in excess of +hat the

amount reqguired by subsection (2) shall be transferred by

the treasurer to the renewable rescurce development account,
ié--the-batance-at-any-time-on-hand-in-the-debt-service-fund
is-not-snfficient-for-compliance-with-subssction-t2y-and--ia
net—-——vestored-~to--the--required-—-amount-—within--3--menshs
thereafter-from-funds-specificatiy-pitedged-and--apprepriated
to--the--debt-—service--fund;--tha--tresagurer-shati-tranafer
thereto-from--the-—generat--fupnd--an--amount—-suffictent—-+o
restore-che-required-batances”

Section 17. Section 90-2-125, MCA, is amended to read:

"9(g-2-125. Renewable resource development account. The
state may by enactment of the legislature or tne people
levy, impose, assess, and pledge and appropriate to the

renewable resource development account any tax, charge, fee,
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rental, or other income from any source, including but not

limited to renewable resocurce development bond proceeds,

interest earned on the bond proceeds, and any principal and

accrued interest received in repayment of a loan made from

the proceeds of bonds issued under 90-2-121."

NEW SECTION. Section 18. Remedial character. Section
1 of this act is remedial in character, and nothing therein
may be considered to imply that authority for the taking of
any action therein expressly authorized did not previously
exist.

NEW SECTION. Section 19. Codification instruction.
Section 8 is intended to be codified as an integral part of
Title 17, chapter 5, part 7, and the provisions of Title 17,
chapter 5, part 7, apply to section 8.

NEW SECTION. Section 20. Applicability, Section 10
applies retroactively, within the meaning of 1-2-109, to all
ogcurrences after July 1, 1981.

NEW SECTION. Section 21. Effective date., This act is
effective on passage and approvai.

-End-
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SENATE BILL NO. 283
INTRODUCED BY GALT, NEUMAN
BY REQUEST OF THE DEPARTMENT

OF NATURAL RESOURCES AND CONSERVATION

A BILL FOR AN ACT ENTITLED: “AN ACT TO GEMERALLY REVISE THE
BONDING PROGRAMS OF THE DEPARTMENT OF NATURAL RESOURCES AND
CONSFRVATION; TO GENERALLY REVISE AND CLARIFY THE LAWS
RELATING TO THE WATER DEVELOPMENT PROGRAM; TO AUTHORIZE
COUNTY WATER OR SEWER DISTRICTS, RURAL SPECIAL IMPROVEMENT
DISTRICTS, AND THE BOARD OF EXAMINERS TO ISSUE TEMPORARY
OBLIGATIONS 1IN ANTICIPATION OF THE ISSUANCE OF BONDS; TO
GENERALLY REVISE AND CLARIFY THE LAWS RELATING TO THE
RENEWABLE RESOURCE DEVELOPMENT PROGRAM TO MAKE IT COMPATIBLE
WITH THE WATER DEVELOPMENT PROGRAM; AMENDING SECTIONS
7-7-109, 17-5-703, 17-5-711, 17-5-713 THROUGH 17-5-715§,
17-5-718, 85-1-332, 85-1-604, 85*1-505, 85-1-618, 85-1-617,
85-1-619, 90-2-121, 90-2-123, AND 90-2-125, MCA; AND
PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE

APPLICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 7-7-109, MCA, is amended to read:
*j-7-109. Sale of notes in anticipation of federal or

state revenue. (1) As used in this section, the following
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definitions apply:

(a) "Bonds" means bonds, notes, warrants, debentures,
certificates of indebtedness, and all ingtruments or
obligations evidencing or representing indebtedness, or
evidencing or representing the borrowing of money, or
evidencing or representing a charge, lien, or encumbrance on

specific revenues, special assessments, income, or property

+ of a political subdivision, including all instruments or

obligations payable from a special fund.
(b) "Political subdivision® means a county, city,
town, school district, irrigation district, rural special

improvement district, special improvement district, county

water or sewer district, or any other political subdivision

of the state, but does not include the state or any board,
agency, or commission of the state.

{e) "“Governing body" means the beard, council,
commission, or other body charged with the general control
of the issuance of bonds of a political subdivision.

{2) When all conditions exist precedent to the
offering for sale of bonds of a political subdivision in any
amount and for any purpose authorized by law and the
political subdivision has applied for a grant or locan of
state or Federal funds to aid in payment of costs incurred
or to be incurred for the autheorized purpose, its governing

body may by resclution issue and sell notes in anticipation
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of the receipt of the grant or loan, in an amount not
exceeding the total amount of bonds authorized and maturing
within not more than 3 years from the date such notes are
issued.

{3) The proceeds of the grant or ioan, when received,
shall be credited to the debt service fund for‘the notes as
may be needed for their payment, with intereést, when due.

(4) Any amount of the notes which cannot be paid at
maturity from the proceeds of the grant or loan or from any
other funds appropriated by the governing bedy for the
purpose shall be paid from the proceeds of bonds to be
issued and so0ld before the maturity date, or if sufficient
funds are not available for payment in full of the notes at
maturity, those - bondholders may, IN EXCHANGE, require the
issuancey-in-exchangey of LONG-TERM bonds bearing--ineerest
at--the--maximum--race-permitted-by-taw. The bonds so issued
are secured and subject to the terms and conditions provided
by the law authorizing their issuance., Notes and bonds may
be issued as provided in this section regardless of the
amount authorized if the amount which may legally be issued
is less than the commitment for which the grant or loan is
made, Before the notes or bonds are issued, the political
subdivision must receive a written commitment for a grant or
loan in an amount equal to the remaining estimated costs and

must by resolution provide for the fulfillment of the
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conditions of the commitment."

Section 2. Section 17-5-703, MCA, is amended to read:

"17-5-703. Coal severance tax trust funds. (1) The
trust established wunder Article IX, section %, of the
Montana constitution shall be composed of the following
funds:

(a) a coal severance tax bond fund into which the
constitutionally dedicated receipts from the coal severance
tax shall be deposited;

(b) a coal severance tax permanent Efund; and

{(c) a coal severance tax income fund.

(2) ©On-each-Pecember-3i-and-—-dune--38--the The state

treasurer shall from time to time transfer to the coal

severance tax permanent fund all meoney in the coal severance
tax bond fund except the amount necessary to meet all
principal- and interest payments on bonds payable from the
coal severance tax bond fund on the next two ensuing
semiannual payment date dates."

Section 3. Section 17~5-711, MCA, is amended to read:

"l7-5-711. Trust indenture. In the discretion of the
board of examiners, a series of coai-severanee-tax bonds or

notes issued under this part may be secured by a trust

indenture by and between the board of examiners and a
trustee, which may be any trust company or bank having the
»

powers of a trust company within or outside of the state.
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Each trust indenture or an executed counterpart thereof
shall be filed in the office of the secretary of state of
Montana. The filing of a trust indenture or an executed
counterpart thereof in the office of the county clerk of the
county in which the property covered by the trust indenture
is located is constructive notice of its contents to all
persons from the time of the filing, and the recording of
the trust indenture or its contents is not necessary."
Section 4. Section 17-5-713, MCA, is amended to read:
"17-5-713. Personal liability -- suit to compel
performance. (1) The members of the board of examiners and
officers and employees of the dJdepartments, boards, or
agencies of state government are not personally liable or
accountable by reason of the .issuance of or on any coal

severance tax bond or bond antjcipation note issued by the

board of examiners,

(2} Any 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 trust
indentures, may sue to enforce and compel the performance of
the coal severance tax bond provisions as set out in this
part.”

Section 5. Section 17-5-714, MCA, is amended to read:

"17-5~714. Negotiability of bonds. Eoai-sevaranece--tax

bonds Bonds or notes issued under this part are negotiable
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instruments under the Uniform Commercial Code, subject only
to the provisions for registration of bonds.”

Section 6. Section 17-5-715, MCA, is amended to read:

"17-5-715. Signatures of board members. In +he -case
any member of the board of examiners whose signature appears
on ecai-severance-tax bonds, notes, or coupons issued under
this part ceases to be a member before the delivery of the
bonds or notes, his signature is nevertheless valid and
sufficient for all purposes, the same as if the member had
remained in office until delivery."

Section 7. Section 17-5-718, MCA, is amended toc read:

*17-5-718. Tax exemption of bonds - legal
investments. (1) All eoal--seyerance——tax bonds or notes

issued under this part, their transfer, and their income,

including any profits made on 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) €omi-severance-tax-bends Bonds or notes issued

under this part are legal investments for any person or

board charged with investment of public Ffunds and are
acceptable as security for any deposit of public money . "

NEW SECTION. Section 8. Bond anticipation notes --
when issued -- payment of principal and interest. (1) When

the board of examiners has been authorized by the
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legislature to issue and sell bonds under this part, it may,
pending the issuance of the bonds, issue temporary notes in
anticipaticn of the feceipt of proceeds to be derived from

the sale of the bonds. The notes are designated as "bond

anticipation notes". The proceeds of the sale of the bond

anticipation notes must be used only for the purposes far
which the proceeds of the bonds could be used, including
costs of issuance. [f, prior to the issuance of the bonds,
it becomes necessary to redeem outstanding notes, additional
bond anticipation notes may be 1issued to redeem the
oufstanding notes. No renewal of any note may be issued
after the sale of bonds in anticipation of which the
original notes were issued. As much of the proceeds of the
bonds,r when lissued, must Pe credited to the note debt
gervice fund as may be needed for payment of the notes, with
interest, when due.

(ﬁ) Bond aqticipatiqn notes or ather short—tgrm
evidences of indebtedness maturing not more than 3 years
after the date of.iésue may be issuéd Ercm time to ;timg as
needed. Notes must be authorizea by the board of examiners
and contain such terms and details as may be preovided by
resolution of the board. Each resolutiaon of the board of
examiners authbrizing notes must: |

{a) describe the need for the proceeds of the notes to

be issued; and
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tb) specify:

{1} the principal amoung of the notes or maximum
principal amount of the notes that may be outstanding at any
time:;

(ii} the rate or rates of interest, the maximum rate of
interest, or the interest rate formula (to be determined in
the manner specified in the resclution authorizing the
notes) of such notes; and

{iii) the.maturity date or maximum maturity date of the
notes.

{3) Subject to the limitations contained 1in this
section and the standards and limitations prescribed in the
authorizing resolution, the board in its discretion may
provide for notes to be issued and 'sold, in whole or in
part, from time to time. The ‘board may delegate to the state
treasurer the power to determine the time or times of sale,
the manner of sale, the amounts, the maturities, the rate or
rates of interest, and such other terms and details of the
notes as may be considered appropriate by the board or, if
there has been such a delegation, the state tteasurer. The
board may, in its discretion but subject to the limitations
contained in this section, alsoc provide in 'the fesolution
authorizing the issuance of notes for:

(a) the employment of one or more persons or firms te

assist the board in the sale of the nctés;
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{b) the appointment of one or mﬁre banks or trust
companies, either within or outside of the state, as
depository for safekeeping and as agent for the delivery and
payment of the notes;

(c) the refunding of the notes, from time to time,
without further action by the board, unless the beoard
revokes such authority to refund; and

{d} such other terms and conditions as the board may
consider appropriate.

{4) In connecticn with the issuance and sale of notes,

" the board may arrange for lines of credit with any bank,

firm, or person for the purpose of providing an additional
source of repayment for notes issued pursuant to this
section. Amounts drawn on such lines of c¢redit may be
evidenced by negotiable or nonnegotiéble notes or other
evidences o©f indebtedness, containing such terms and
conditions as the board may authorize in the resclution
approving them,

Section 9. Section 85-1-332, MCA, is amended to read:

"85-1~-332, Disposition of moneys collected. (1) For
the purpose of carrying out the provisions of this chapter
and such other water resource authority, powers, and duties
as are conferred upon the department by law, the foliowing
moneys shall be deposited in the water develepment state

specidl revenue account created by 85-1-§04:
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fi}——ai}-sums-of—mcney—donated—or—-contributed——by-—the
federai-govarnment-or-any-department-or-agencies-theresfs

t2¥(a}) all gqgifts, donations, bequests, 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:

t3¥({b) all reimbursements for money advanced for the
payment of the assessments upon state, school-granted, and
other public lands for the improvement thereof as provided
by law:

t4¥(c) all reimbursements Eor money advanced for thel
investigation and survey of reclamation, electrification,
and rehabilitation systems or projects proposed to be
financed in whole or in part by the reclamation of lands and
diking, drainage, and diking and drainage dams Ffor
conservation of water to be used in reclamation of land or
stock reserveirs or for the construction, maintenance, and
operation of plants or projects Ffor the manufacture or
distribution of electric current;

t53(d} 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;

t6}({e) except as otherwise provided by law, all income
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or profit and revenue of the works and all money received
Erom the sale or disposal of water, use of water, water
storage, or other service and from the operation, lease,
sale, or other disposition of the works, property, and
facilities acquired under this chapter; and

t#+(f) except as otherwise provided by law, all sums
received by the department for the use of electricity in
excess of the maintenance and operation of the
electrification system or project.

{2) All sums of money donated or contributed by the

federal govermment or any department or agency thereof shall

be_deposited in a federal special revenue account."

Section 10. Section B85~-1-604, MCA, is amended to read:

"85-1-604. Water development state special revenue
account c¢reated -- revenues allocated -- limitations on
appropriations from account. (1) There is created a water
development state special revenue account within the state
special revenue fund established in 17-2-102.

{2) There shall be-paid into the water development
state special revenue account:

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

(b} 30% of the interest income of the resource
indemnity trust fund as provided in and subject to the

conditions of 15-38-202;

~1li- SB 283

10
1l

12
13
14

15
16
17
18
19
20
21
22
23
24

25

5B 0283/02

(c) the excess of the coal severance tax proceeds
allcoccated by 85-1-603 to the water development debt service
fund above debt service requirements as provided in and
subject to the conditions of 85-1-619;

(d) any principal and accrued interest received in
repayment of a loan made from the proceeds of bonds issued
under 85-1-617; and

(e) any fees or charges collected by the department
pursuant to 85-1-616 for the servicing of loans, including
arrangements for obtaining security interests; and

(f} =all interest income earned on proceeds of water

development bonds.

(3) Appropriations may be made from the water
development state special revenue account for the following
purposes and subject to the following conditicns:

{a) An -amount less than or equal to that paid into the
account wunder 85-1-332 and only that amount may be
appropriated for - the operation and maintenance of
state-owned projects and works. If the émount of money
available for appropriaticn under this subsection (3)ta) is
greater than that necessary for operation and maintenance
expenses, the excess may be appropriated as provided in
subsection (3}(b).

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

account frem the resource indemnity trust account plus any
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excess from subsection (3)(a) and only that amount may be
appropriated from the account for:

(i[ the rehabilitation of state-owned projects and
wo}ks. including the rehabilitation of spillways of
state~owned dams;

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

{iii) the develcpment of the hydropower potential of
state-owned dams;

(iv) assistance in the implementation of the water
reservations established under 85-2-316 of conservation
districts;

(v} the promotion of the development of offstream and
tributary storage;

(vi) the promotion of joint state-tribal,
state—-federal, and state-tribal-federal water development;

fvii) administrative expenses, including but not
limited to the salaries and  expenses of personnel,
equipment, office space, and other necessities incurred in
the administration of the water development program except
the administration of loans and grants; and

{viii} any other expenditures that meet the policies
and objectives of the state water development program.

{c} An amount less than or equzl to that paid into the

account from the sources provided for in {c) through te} (£}
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of subsection (2) and only that amount may be appropriated
from the account for loans and grants for water development
projects and activities; for = administrative expenses,
including but not limited to the salaries and expenses of
personnel, equipment, and office space: for the servicing of
loans, including arrangements for obtaining security
interests; and for other necessities incurred in
administering the loans and grants."
- Section 11. Section 85—1-605, MCA, is amended to read:
"85-1-605. Grants, loans, and bonds for atate and
local gove;nment assistance. (1} The department may
recommend to the legislature that grants and loans be made
from ccal sevemance tax proceeds deposited in the water
development state special revenue account, that loans be
made from water development bond proceeds deposited in the
water development account, and that cocal severance tax bonds
be authorized pursuant to Title 17, chapter 5, part 7, to
provide financial assistance to a department, agency., board,
commission, or other division ¢f state goverament or to a
city, county, or other political subdivision or loecal
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 purpcses of
the program.

(2) In. addition to implementing those projects
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approved by the legislature, the department may reguest up

to 10% of the funds available for grants from the water

development special revenue account in any biennium to_  be

used for emergencies. These emergency projects must be

approved by the department and be defined as those projects

which, if delayed until legislative approval can  be

cbtained, will cause substantial damages or legal 1liability

to the project sponsor. In allocating such funds, the

department shall consult-with INFORM the legislative finance

committee of the legislature.

+2¥(3) The grants and loans provided for by this
section may be made for the purchase, lease, develcopment, or
construction of water development proiects and activities
for the conservation, management, use, development, or
protection of the water and related agricultural, land,
fish, wildlife, and water recreation resources in the state;
for the purpose of Feasibility and design studies for such
projects; for development of plans for and the
rehabilita;ion, expansion, and , modification of water
development projects; for other water development projects
and activities that will enhance the water resources of the
state; and for similar purposes approved by the
legislature." '

Section 12. Section 85-1-610, MCA, is amended to read:

"85-1-610, Evaluation of grants and leans to private
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persons. VThe department shall consider the following
criteria 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 85-1-609:

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

{2) A water development projéct or activity that will
be used as part bf a family farm shall be‘given preference.
A family farm is one devoted primarily to agriculture under
the ownership and operation of a resident Mcntana family.

{3) A water develcpment project or activity that will
utilize or develop water reserved .under B5-2-316 shall be

given preference. An activity includes all necessary work

associated with a project, beginning with application

preparation_ through the implementation of a water

reservation by a gqualified state applicant.

(4) The department; to the extent practicable, shall
attempt to achieve geographic balance in the promotion of
water development projects and. agtivities through the
awarding of loans. and grants tc private persons.

(S5} The extent to which the water development project
or activity will fully utilize water resources and promote
the conservation and efficient use of the water resource

shall be evaluated and considered.
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(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
cther 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
cbjectives of the water development program."

Section 13. Section 85-1-617, MCA, is amended to read:

"85-1-617. Issuing bonds. (1) When authorized by the
legislature and within the limits of the authorization and
within the further limitations established in this section,
the board of examiners may issue and sell water development
bonds of the state in the amount and manner it considers
necessary and proper to finance the water development loan
program. The full faith and credit and taxing powers of the
state are pledged for the prompt and full payment of all
bonds so issued and interest and redemption premiums pavable
thereon according 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 conservafion. at public or private
sale, in such denominations and forms, whether payable to
bearer wfth attached interest coupons or registered as to

principal or as to both principal and interest, with such
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provisions for cbnuersion or exchange and for the issuance
of 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 time or times not
exceeding 30 years from date of issue, subject to optional
or mandatory redemption at such earlier times and prices and
upon such notice, with such provisions for payment and
discharge by the deposit of funds 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 board of examiners shall determine subject to the
limitations contained in this section [and section 8].

{(3) In the issuance of each series of water

-development bonds, the interest rates and the maturities and

any mandacary redemption provisions thereof shall be
established in such manner that the funds then specifically
pledged and appropriated by 1law to the water development
debt service fund will in the judgment of the board of
examiners be received in an amount sufficient in each year
to pay all principal, redemption premiums, and interest dye
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 discharged by the
deposit of funds or securities sufficient for their payment

in accordance with the terms of the resclutions by which
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they are authorized to be issued.

(4) In all other respects, the board of examiners 1is

authorized to prescribe the form and terms of the bonds and

notes and shall do whatever is lawful and necessary for
their 1issuance and payment. Such bonds, notes, and any

interest coupons appurtenant thereto must be signed by the

members of the board of examiners, and the bonds and notes

must bg issued under the great seal of the state of Montana;
The bonds, notes, and coupons may be executed with facsimile
signatures and seal in the manner and subject to the
limitations prescribed by law. The state treasurer shall
keep a record of all such bonds and notes issued and sold.

{5) There 1is created a water development account
within the state special revenue fund established in
17-2-102.

{6) All proceeds of bonds or notes issued under this
section, other than refunding bonds, must be deposited in
fhé water development account established in subsection (5),
except that any principal and accrued interest received in
repayment of a loan made from the proceeds of bonds issued
unaer this section must be deposited in the water
development state special revenue account pursuant to
85-1-604. Al; proceeds of refunding bonds must be deposited
in.the.wéter development debt service fund and applied to

the payment and redemption of outstanding bonds issyed under
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this section as directed by the board, whether at maturity
or én 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 85-1-619 must be authorized by a vote of a
majority of the members of the board of examiners."

Section 14. Section 85-1-619, MCA, is amended to read:

"85-1-619. Debt service fund - pledge and
administration of sufficient balance. (1) The legislature
may levy, impose, assess, and pledge and appropriate to the
water develgpment debt service fund any tax, charge, fee,
rental, or other income from any designated source. The
state reserves the right to modify from time to time the
nature and amount of special taxes and other revenues
pledged and appropriated to the water development debt
service fund, provided that the aggregate resources so
pledged and appropriated are determined by the legislature
to be sufficient for the prompt and full payment of the
principal of and iﬁterest and redemption premiums when due
on all bonds payable from that fund and provided that the
pledge of the full faith and c¢redit and taxing powers of the
state for the security of all such bonds shall be and temain
irrevocable until they are fully paid.

(2) Money in the water development debt service fund

must _be ysed .fimaer .to .pay iaterest, prineipal, and
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redemption premiums when due and payable with respect to

water development bondsr-secend, and for bonds issued prior

to 1985, to accumulate a reserve for the further security of
such paymentsy-ta-the-amount-required--each--menth--es--meap
these--payments--due-within-i2-months-thereafter;-and-thirds
to-restore-the-reserve-te-chis-amount-after-esch-payment,

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

€or bonds issued prior to 1985 has been accumulated in the
water development debt service fund, money at any time
received in the water development debt service fund in
excess of that amount must be transferred by the treasurer
to the water development state special revenue account. ¥f
the-batance-on-hand-at-any-time--in--the--water--deveiopment
debt--service--fund-ia-not-sufficient-to-aceumulacte-required
ressrvas-under-subsection-{2}-and-is--not--restored--to—-the
required--amount--within--3--menths--thersaferer--from--£funds
specificatliy-—piedged-—and---apprepriated---to-—-the--—water
davelepment——debt--service-fund;-the-treasurer-in-accordance
with-the-pledge-of-che-fuii--fatth--and--eredie-—and--taxing
powers——af—;the~state“shai}-bransfer-an—amount-sufficient—te
restare—the-required-balance-from-the-generat--fund--to-—the
water-development-debt-service-Ffund:"

Section 15. Section 90-2-121, MCA, is amended to read:

"90-2-121. 1Issuing bonds, (1) Within the limits

authorized by 90-2~127 and within the further limitations in
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this section, the board of exapinets may issue and sell
bonds of the state in such manner as it considers necessary
and proper to finance the renewable resource development
program. The full faith and credit and taxing powers of the
state shall be pledged for the prompt and full payment of
all bonds sgc issued and interest and redempticn premiumsg
payable thereon according to their terms.

' (2) Each series of such bonds shall be issued by the
board of examiners wupon request of the board of natural
resources and conservation in such denominations and forms,
whether payable to bearer with attached interest coupons or
registered as to principal or as t¢ both principal and
interest, with such provisions for conversion or exchange
and for the issuance of notes in anticipation of the
issuance of definitive bonds, bearing interest at such rate
or rates, maturing at such time or times naot exceeding 30
years from date of issue, subject to optional or mandatory
redemption at such earlier times and prices and upon such
notice, with such provisions for payment and discharge by
the deposit of funds or securities in escrow for that
purpose, and payable at the office of such banking
ingtitution or institutions within or ocutside the state, as
the board shall determine subject to the 1limitations
contained in this section.

(3) In the issuance of each series of such bonds the
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interest rates and the maturities and any mandatory
redemption provisions thereof shall be established in such
manner rthat the funds then specifically pledged and
appropriated by law to the debt service fund will in the
judgment of the board be received in an amcunt sufficient in
each year to pay all principal, redemption premiums, ;nd
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 discharged
by the deposit.of funds or securities sufficient for their
payment in accordance with the terms of the resoluticns by
which they are authorized to be issued.

(4) In all other respects the board of examiners is
authorized to érescribe the form and terms of the bonds and
shall d¢ whatever is lawful and necessary for their issuance
and payment. Such bonds and any interest coupons appurtenant
thereto shall be signed by the members of the board of
examiners, and the bonds shall be issued under the great

seal of the state of Montana. The bonds and coupons may be

executed with facsimile signatures and seal in the manner

and subject to the limitations prescribed by law, The state
treasurer shall keep a record of all such bonds issued and
sold.
" (5) All proceeds of bonds issued hereunder and

interest earned on such proceeds, other than refunding
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bonds, shall be deposited in the renewable resource
development accounty-—excepe-thac-any-principat-and-acerued
interese-recatved-in-repayment-of-the-leana-provided-£ar——in
this--part-shaii-be-deposited-in-the-debt-serviee-fund. All
proceeds of refunding boends shall be deposited in the debt
service fund and applied to the payment and redemption -of
outstanding bonds issued hereunder as directed by the board,
whether at maturity or on any previous date on which they
may be prepaid according to their terms,"

Section 16. Section 90-2-123, MCA, is amended to read:

"90-2-123. Debt service fund. (1) The state may by
enactment of the legislature or the people levy, iﬁpose.
assess, and pledge and appropriate to the debt service fund
any tax, charge, fee, rental, or other income <from any
designated source. The state reserves the right to modify
from time to time the nature and amount of special taxes and
other revenues pledged and appropriated to the debt service
fund, provided that the aggregate resources so pledged and
appropriated are determined by the legislature to be
sufficient for the prompt and full payment of the principal
of and interest and redempticn premiums when due on all
bonds payable from that fund, and provided that the pledge
of the full faith and c¢redit and taxing powers of the state
for the security of all such ‘bonds shall be and remain

irrevocable until they are fully paid.
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{2) Money in the debt service fund shall be used firat
to pay interest, principal, and redemption premiums when due
and payable with respect to renewable resource development
bondss-secend-—-to--accumulake--a--resarve--for-—the--furthes
security-cf-auch-payments;—to-the-amount-required-each-month
to--meet-those-payments-due-within-iZ-months-thereafter--and
third-to-reatore-tha-—-reserve—-to—-this--ameune—-afeer--saech
paymrent.

{3) After--che--reserve-provided-for-in-subsectian-t24
above-is-in-tha~-debt-service-fund;-money Money at any time
received in the debt service fund in excess of that the

amount required by subsection (2) shall be transferred by

the treasurer to the renewable resource development account.
if--the-batance-at-any-time-on-hand-in-the-debt-service-fund
its-not-suffictent-for-compliance-with-subsection-{24-and~--ia
net---restored--to--the--required--amount—-within-—-3--months
thereaftar-from-funds-specificaliy-piedged-and--appropriated
to—-the--debt--service--fund;——the--ereasurer-shati-cransfer
thereto-from-—-the-——genarat--fund--an-—-ameunc-—-aufficienc—-eo
rearore-the-required-batances”

Section 17. Section 90-2-125, MCA, is amended to read:

"g0-2-125. Renewable resource development account. The
state may by enactment of the legislature or the people
levy, impose, assess, and pledge and appropriate to the

renewable resource development account any tax, charge, fee,
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rental, or other income from any source,. including but not

limited to renewable rescurce development bond proceeds,

interest earned on the bond proceeds, and any principal and

accrued interest received in repayment of a lcan made Ffrom

the proceeds of bonds issued under 90-2-121."

NEW SECTION. Section 18. Remedial character. Section
1 of this act is remedial in character, and nothing therein
may be considered to imply that authority for the taking of
any action therein expressly authorized did not previously
exist.

NEW SECTION. Section 19, Codification instruction.
Section 8 is intended to be codified as an integral part of
Title 17, chapter S5, part 7, and the provisions of Title 17,
chapter 5, part 7, apply to section 8,

NEW SECTION. Section 20, Applicability. Section 10
applies retroactively, within the meaning of 1-2-109, to all
occurrences after July 1, 1981,

NEW SECTION. Section 21, Effective date. This act is

effective on passage and approval.

-End-
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/ . STANDING COMMITTEE REPORT

BAGE 1 of 2 MARCH 22 1885

HOUSE

MR. .. SFEAKER:

We, your committes on........... BATURAL. RESQURCRES.

having had under considerstion ........ SENATE..BILL..283 . Bill No. oo
THIRD ding copy { BLUE )
AN ACT TO RRVISE THME BONDING PROGRANS OF THE DEPARTMENT
OF WATURAL RESOURCES AND CONBERVATION

Respacttuily report as § That.... SENATE . BILL..283 Bill Na.

BE AMENDED AS POLLOWS:

1) Title, line 18.
Followings: “85-1-619,"
Insert: "“B5-1-623,"

2) Page 2%.

Following: 1line 22

Insert: "Section 15. Section 85~1-623, MCA, is amended
to read: *B5-1-623. Authorization of water development
bonds. The legislature, through the enactment of this
section by a two-thirds vote of the members of each house,
anthorizes the creation of state debt in an amount not

to axceed §5 $10 million and the fssuance and sale of
water development bonds in this amount for the purpose of
providing funds appropriated to the water developrent
account for loans as provided in the water development
program."" -

Renumber; subsequent sections.

{CONTINUED ON FOLLOWING PAGE)

N

"15;§H;K"m""

PAGE 2 OF 2 March 22 '85
e, M....

3) Page 26.
rollowing: 1line 17
Insext: “MEW SECTION.  Section 22. Requirements for
approval of atate debt ~- severability. Because
section 15 authorizes the craation of state debt, a vote
of two-thirds of the members of esach house is requiraed
for enactment of sectien 15, If saction 15 is not
approved by the required vote,. section 15 is void, and
the remaining sections of this act are valid and remain
in effect in all valid applications upon anactment.®

nepnnhar; aubsequent saction.

AND AS AMENDED,

BE CONCURRED IN

A ZLs

B S Rep. DENNIS IVERSON, Chairman.
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SENATE BILL NO. 283
INTRODUCED BY GALT, NEUMAN
BY REQUEST OF THE DEPARTMENT

OF NATURAL RESOURCES AND CONSERVATION

A BILL FOR AN ACT ENTITLED: “"AN ACT TO GENERALLY REVISE THE
BONDING PROGRAMS OF THE DEPARTMENT OF NATURAL RESQURCES AND
CONSERVATION; TO GENERALLY REVISE AND CLARIPY THE LAWS
RELATING TO THE WATER DEVELOPMENT PROGRAM; TO AUTHORIZE
COUNTY WATER OR SEWER DISTRICTS, RURAL SPECIAL IMPROVEMENT
DISTRICTS, AND THE BOARD OF EXAMINERS TO ISSUE TEMPORARY
OBLIGATIONS IN ANTICIPATION OF THE ISS5UARCE OF BONDS; TO
GENERALLY REVISE AND CLARIFY THE LAWS RELATING TO THE
RENEWABLE RESQURCE DEVELOPMENT PROGRAM TO MAKE IT COMPATIBLE
WITH THE WATER DEVELOPMENT PROGRAM; AMENDING SECTIONS
7-7-109, 17-5-703, 17-5-71l, 17-5-713 THROUGH 17-5-715,
17-5-718, B85-1-332, 85-1-604, 85-1-605, B5-1-610, B5-1-617,
85-1-619, B5-1-623, 90-2-121, 90-2-123, AND 950-2-125, MCA;
AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE

APPLICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Secticn 1. Section 7-7-109, MCA, is amended to read:
"7-7-109. Sale of notes in anticipation of federal or

state revenue. (1) As used in this section, the following
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definitions apply:

(a) "Bonds" means bonds, notes, warrants, debentures,
certificates of indebtedness, and all instruments or
cbligations evidencing or representing indebtedness, or
evidencing or repfesenting the borrowing of money, or
evidencing or representing a charge, lien, or encumbrance on
specific revenues, special assessments, income, or property
of a political subdivision, including all instruments or
obligations payable from a special fund.

(b) T"Pclitical subdivision" means a county, city,
town, school district, irrigation district, rural special

improvement district, special improvement district, county

water or sewer distriet, or any other political subdivision

of the state, but does not include the state or any board,
agency, or commission of the state.

[c) "Governing body" means the board, council,
commissicn, or other body charged with the general control
of the issuance of bonds of a pdlitical subdivision,

(2) When all conditions exist precedent to the
offering for sale of bonds of a political subdivision in any
amount and for any purpose authorized by law and the
political subdivision has applied for a grant or loan of
state or federal funds to aid in payment of costs incurred
or to be incurred for the authcrized purpose, its governing

body may by resolution issue and sell notes in anticipation

REFERENCE BILL
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of the receipt of the grant or 1loan, in an amount not
exceeding the total amcunt of bonds authorized and maturing
within not more than 3 years from the date such notes are
issued.

(3) The proceeds of the grant or leoan, when received,
shall be credited to the debt service fund for the notes as
may be needed for their payment, with interest, when due.

(4) Any amount of the notes which cannot be paid at
maturity from the proceeds of the grant or loan or frem any
other funds appropriated by the governing body for the
purpose shall be paid from the proceeds of bonds to be
issued and sold before the maturity date, or if sufficient
funds are not available for payment in full of the notes at
maturity, those bondholders may, IN EXCHANGE, require the
issuancer-im-exechangey of LONG-TERM bonds bearing--interest
ac--the--maximam--rate-permitted-by-taw. The bonds so issued
are secured and subject to the terms and conditions provided
by the law authorizing their issuance. Notes and bonds may
be issued as provided in this section regardless of the
amount authorized if the amount which may legally be issued
is 1less than the commitment for which the grant or loan is
made. Before the notes or bonds are issued, the political
subdivision must receive a written commitment for a grant or
loan in an amount equal to the remaining estimated cosks and

must by resolution provide for the fulfillment of the
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conditions of the commitment."

Section 2. Section 17-5-703, MCA, is amended to read:

“17-5-703. Coal severance tax trust funds. (1) The
trust established under Article 1IX, section 5, of the
Montana constitution shall be composed of the following
funds:

(a) a coal severance tax bond fund into which the
constituticonally dedicated receipts from the coal severance
tax shall be deposited;

(b) a coal severance tax permanent fund; and

(c) a coal severance tax income fund.

(2} ©n-each-Pecember-3i-and--June--36--the The state

treasurer shall from time to time transfer to the coal

severance tax permanent fund all money in the cocal severance
tax bond fund except the amount necessary to meet all
principal and interest payments on bonds payable from the
coal severance tax bond fund on the next two ensuing
semiannual payment date dates.”

Section 3. Section 17-5-711, MCA, is amended to read:
_ "17-%-711. Trust indenture. In the discretion of the
board of examiners, a series of e¢cel-severance-tax bonds or

notes issued under this part may be secured by a trust

indenture by and between the board of examiners and a
trustee, which may be any trust company or bank having the

powers of a trust company within or outside of the state.
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Each trust indenture or an executed counterpart thereof
shall be filed in the office of the secretary of state of
Mcontana. The filing of a trust indenture or an executed
counterpart thereof in the office of the county clerk of the
county in which the property covered by the trust indenture
is located is constructive notice of its contents to all
persons from the time of the filing, and the recording of
the trust indenture or its contents is not necessary.”
Section 4. Section 17-5-713, MCA, is amended to read:
"17-5-713. Personal liability -- suit to compel
performance. (1) The members of the board of examiners and
officers and employees of the departments, boards, or
agencies of state government are not personally liable or
accountable by reason of the issuance of or on any coal

severance tax bond or bond anticipation note issued by the

board of examiners.

(2) Any holder of ccal severance tax bonds or any
person or officer being a party in interest, subject to any
applicable coal severance tax agreements or trust
indentures, may sue to enforce and compel the performance of
the coal severance tax bond provisicns as set out in this
part.”

Section 5. Section 17-5-714, MCA, is amended to read:

"17-5-714. Negotiability of bcnds. €oai-severance--tax

bonds Bonds or notes issued under this part are negotiable
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instruments under the Uniform Commercial Code, subject only
to the provisicens for registration of bonds."

Section 6. Section 17-5-715, MCA, is amended to read:

"17-5-715. Signatures of board members. In the case
any member of the board of examiners whose signature appears
on eceat-severance-tax bonds, notes, or coupons issued under
this part ceases to be a member before the delivery of the
bonds or notes, his signature is nevertheless valid and
sufficient for all purposes, the same as if the member had
remained in office until delivery.”

Section 7, Section 17-5-718, MCA, is amended to read:

*17-5-718. Tax exemption  of bonds -- legal
investments. (1) All coal--severance-—tax bonds or notes

igsued under this part, their transfer, and their income,

including any profits made on 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) Eoat-severance-tax-bonds Bonds or notes issued

under this part are legal investments for any person or

board charged with investment of public funds and are
acceptable as security for any deposit of public money.™

NEW SECTION. Section 8. Bond an£icipation notes --
when issued -- payment of principal and interest. (1) When

the board of examiners has been authcrized by the
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legislature to issue and sell bonds under this part, it may,
pending the issuance of the bonds, issue temporary notes in
anticipation of the receipt of proceeds to be derived from
the sale of the bonds. The notes are designated as “bond
anticipation notes". The proceeds of the sale of the bond
anticipation notes must be used only for the purposes for
which the proceeds of the bonds could be used, including
costs of issuance. If, prior to the issuance of the bonds,
it becomes necessary to redeem outstanding notes, additional
boad anticipation notes may be issued to redeem the
outstanding notes. No renewal of any note may be issued
after the sale of bonds in anticipation o©f which the
original notes were issued., As much of the proceeds of the
bonds, when issued, must be credited to the note debt
service fund as may be needed for payment of the notes, with
interest, when due.

(2) Baond anticipation notes or other short~term
evidences of indebtedness maturing not more than 3 years
after the date of issue may be issued from time te time as
needed. Notes must be authorized by the board of examiners
and contain such terms and details as may be provided by
resolution of the board. PEach resolution of the board of
examiners authorizing notes must:

(a) describe the need for the proceeds of the notes to

be issued; and
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{b) specify:

{i) the principal amount <¢f the notes or maximum
principal amount of the notes that may be outstanding at any
time;

{ii} the rate or rates of interest, the maximum rate of
interest, or the interest rate formula (to be determined in
the manner specified in the resolution authorizing the
notes) of such notes; and

{iii) the maturity date or maximum maturity date of the
notes,

{3) Subject tc the 1limitations contained in this
section and the standards and limitations prescribed in the
authorizing resolution, the board in its discretion may
provide for notes to be issued and sold, in whoie or in
part, from time to time. The board may delegate Lo the stare
treasurer the power to determine the time or times of sale,
the manner of sale, the amounts, the maturities, the rate or
rates of interest, and such other terms and details of the
notes as may be considered appropriate by the beard or, if
there has been such a delegation, the state treasurer. The
board may, in its discretion but subject to the limitations
contained in this section, alsc provide in the resolution
authorizing the issuance of notes for:

(a) the employment of one or more persons or firms to

assist the board in the sale of the notes;
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(b) the appointment of one or more banks or trust
companies, either within or outside of the state, as
depository for safekeeping and as agent for the delivery and
payment of the notes:

{c) the refunding of the notes, from time to time,
without further action by the board, unless the board
revokes such authority to refund; and

(d) such other terms and conditions as the board may
consider appropriate,

(4) In connection with the issuance and sale of notes,
the board may arrange for lines of credit with any bank,
firm, or person for the purpeose of providing an additional
source of repayment for notes issued pursuant to this
section. Amounts drawn on such lines of credit may be
evidenced by negotiable or nonnegotiable notes or other
evidences of indebtedness, containing $Such terms and
conditions as the board may authorize in the rescluticn
approving them.

Section 9. Section 85-1-312, MCA, is amended to read:

“85-1-332. Disposition of moneys collected. (1) For
the purpose of carrying out the provisiens of this <chapter
and such other water resource authority, powers, and duties
as are conferred upon the department by law, the following
moneys shall be deposited in the water development state

special revenue account created by B5-1-604:
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tiy--aii-suma-of-money-donated-or--conteibuted--by——the
Eederal—gavernment-or—any—department—or-agenciea—thereofz

t2y(a) all gifts, donations, bequests, and devises
made to the state therefor and proceéds of the sale thereof;
and the proceeds ¢f the sale or redemption of and the
interest earned by the securities purchased or acquired with
money received under this subsection:

+3¥(b} all reimbursements for money advanced for the
payment of the assessments upon state, schocl-granted, and
other public lands for the improvement therecf as provided
by law;

t4¥(c) all reimbursements for money advanced for the
investigation and survey of reclamation, electrification,
and rehabilitation systems or projects proposed to be
financed in whole or in part by the reclamation of lands and
diking, drainage, and diking and drainage dams 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;

£€5¥(d} 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;

t6¥(e) except as otherwise provided by law, all income
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or profit and revenue of the works and all wmoney received
from the sale or disposal of watér, use of water, water
storage, or other service and from the operation, lease,
sale, or other disposition of the works, property, and
facilities acquired under this chapter; and

t#4{f) except as otherwise provided by law, all sums
received by the department for the use of electricity in
excess of the maintenance and operation of the
electrification system or project.

(2) All sums of money donated or contributed by the

federal government or any department or agency thereof shall

be deposited in a federal special revenue account."

Section 10. Section B5-1-604, MCA.‘is amended to read:

“85-1-604. Water development state special revenue
account created -- revenues allocated -- limitations on
appropriations from account. (1) There is created a water
development state special revenue account within the state
special revenue fund established in 17-2-102,

{2) There shall be paid into the water development
state special revenue account:

{a) all revenues of the works and other money as
provided in 85-1-332;

(b) 30% of the interest income of the resource
indemnity trust fund as provided in and subject to the

conditions of 15-38-202;
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(¢) the excess of the coal severance tax proceeds
allocated by 85~1-603 to the water development debt service
fund above debt service requirements as provided in and
subject to the conditions of 85-1-619;

(d) any principal and accrued interest received in
repayment of a loan made from the proceeds of bonds issued
under 85-1-617; and

{e) any fees or charges collected by the department
pursuant to 85-1-616 for the servicing of 1loans, including
arrangements for obtaining security interests; and

(f) all interest income earned on proceeds of water

development bonds.

(3} Appropriations may be made Erom the water
development state special revenue account for the following
purposes and subject to the following conditions:

{a) An amount less than or equal to that paid into the
account under 85-1-332 and only that amount may be
appropriated for the operation and maintenance of
state-owned projects and works. If the amount of money
available for appropriation under this subsection (3)(a} is
greater than that necessary for ocperation and maintenance
expenses, the excess may be appropriated as provideﬁ 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
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excess from subsection (3)(a) and only that amount may be
appropriated from the account for:

(i) the rehaﬁilitation of state-owned projects and
WOLKsS » ineluding the rehabilitation of spillways of
state-owned dams;

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

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

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

{v) the promotion of the development of offstream and
tributary storage:

{vi) the promotion of joint state-tribal,
state-federal, and state-tribal-federal water development;

(vii) administrative expenses, including but not
limited to the salaries and expenses of personnel,
eguipment, office space, and other necessitles 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 sources provided for in (c) through tey (f})
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of subsection (2} and only that amount may be appropriated
from the account for loans and grants for water development
projects and activities; for administrative expenses,
including but not limited to the salaries and expenses of
personnel, equipment, and oEfice space; for the servicing of
loans, including arrangements for obtaining security
interests; and for other necessities incurred in
administering the loans and grants."

Section 11. Section 85-1-605, MCA, is amended to read:

"B5-1-605. Grants, loans, and bonds for state and
local government assistance. (1) The department may
recommend to the legislature that grants and loans be made
from coal severance tax proceeds deposited in the water
development state special revenue account, that 1loans be
made from water development bond proceeds deposited in the
water development account, and that coal severance tax bonds
be authorized pursuant to Title 17, chapter 5, part 7, to
provide financial assistance to a department, agency, board,
commission, or other division of state government or to a
city, county, or other political ;ubdivision or 1local
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 purpaoses of
the program.

{2) In addition to implementing those projects
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approved by the legislature, the department may request up

to 10% of the funds available for grants from the water

development special revenue account in any biennium to be

used for emergencies. These emergency projects must be

approved by the department and be defined as those projects

which, if delayed until legislative approval can be

obtained, will cause substantial damages or legal 1liability

to the project sponsor. In allccating such funds, the

department shall consuie-witlh INFORM the legislative finance

committee of the legislature.

£2¥(3) The grants and lcans provided for by this
gection may be made for the purchase, lease, development, or
construction of water development projects and activities
for the conservation, management, use, development, or
protection of the water and related agricultural, land,
fish, wildlife, and water recreation resources in the state:
for the purpose of feasibility and design studies for such
projects; for development of plans for and the
rehabilitation, expansion, and modification of water
development projects; for cther water development projects
and activities that will enhance the water resocurces of the
state; and for similar purposes approved by the
legislature."

Section 12. Section B5-1-610, MCA, is amended to read:

"85-1-610. Evaluation of grants and loans to private
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persons., The department shall consider the following
criteria and preferences in evaluating applications and
selecting the recipients of grants and lcans for water
development projects and activities that are eligible for
funding under 85-1-609:

(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 farm shall be given preference.
A family farm is one devoted primarily to agriculture under
the ownership and operation of a resident Montana family.

{3) A water development project or activity that will
ptilize or develop water reserved under B5-2-3116 shall be

given preference. An activity includes all necessgary work

associated with a project, beginning with application

preparation through the implementation of a water

reservation by a qualified state applicant.

{4) The department, to the extent practicable, shall
attempt 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 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.
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{6) Projects or activities that could not be
accomplished without the assistance of a loan or grant shall
be given prefererce.

{7) The department shall give due consideration to any
other factor that, in the department’'s judgment, is
important teo the evaluation of the water development project
or activity in 1light of the purposes, policies, and
objectives of the water development program." '

Section 13. Section 85-1-617, MCA, is amended to read:

"85-1-617. Issuing bonds., (1) When authorized by the
legislature and within the limits of the authorization and
within the further limitations established in this section,
the board of examiners may issue and sell water development
bonds of the state in the amount and manner it considers
necessary and proper to finance the water development loan
program. The full faith and credit and taxing powers of the
state are pledged for the prompt and full payment of all
bonds so issued and interest and redemption premiums payable
thereon according 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
sale, in such denominations and forms, whether payable to
bearer with attached interest coupons or registered as to

principal or as to both prinmcipal and interest, with such

-17- SB 283

wooe s Wi

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

25

SB 0283/03

provisions for conversion or exchange and for the issuance
of 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 time or times not
exceeding 30 years from date of issue, subject to optional
or mandatory redemption at such earlier times and prices and
upon such notice, with such provisions for payment and
discharge by the deposit of funde 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 board of examiners shall determine subject to the

limitations contained in this section {and section B].

{3) In the issuance of each series of water
development bonds, the interest rates and the maturities and
any mandatory redemption provisions therecf shall be
established in such manner that the funds then specifically
pledged and appropriated by law to the water development
debt service fund will in the Jjudgment of the board of
examiners be received ip an amount sufficient in each year
to pay all principal, redemption premiums, and interest due
and payable in that year with respect to that and all prior
series of such bonds, except outstanding bonds as to which
the obligation of the state has been discharged by the
deposit of funds or securities sufficient for their payment

in accordance with the terms of the resolutions by which
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they are authcrized to be issued.

(4) 1In all other respects, the board of examiners is
authorized tc prescribe the form and terms of the bonds and
aotes and shall do whatever is lawful and necessary for
their issuance and payment. Such bonds, notes, and any
interest coupons appurtenant thereto must be signed by the
members of the board of examiners, and the bonds and notes
must be issued under the great seal of the state of Montana.
The bonds, notes, and coupons may be executed with Facsimile
signatures and seal in the manner and subject to the
limitations érescribed by 1law. The state treasurer shall
keep a record of all such bonds and notes issued and sold.

{5) There is created a water development account
within the state special revenue fund established in
17-2-102,

{6) All proceeds of bonds or notes issued under this
section, other than refunding bonds, must be deposited in
the water development account established in subsection (5),
except that any principal and accrued interest received in
repayment of a loan made froa the broceeds of bonds issued
under this section must be deposited in the water
develcpment state special revenue account pursuant to
85-1-604. All proceeds of refunding bonds must be deposited
in the water development debt service Fund and applied to

the payment and redemption of outstanding bonds isaued under

-19- ‘ sB 283

10
11
12
13
14
15
16
1?7
18
19
20
21
22
23
24
25

S$B 0283/03

this section as directed 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 85-1-619 must be authorized by a vote of a
majority of the members of the board of examiners."

Section 14. Section B85-1-619, MCA, is amended to read:

"B5-1-619. Debt service Fund -— pledge and
administration of sufficient balance. (1) The legislature
may levy, impose, assess, and pledge and appropriate to the
water development debt service fund any tax, charge, fee,
rental, or other income from any designated source, The
state reserves the right to modify from time to time the
nature and amount of special taxes and other revenues
pledged and appropriated to the water development debt
service fund, provided that the aggregate resources so
pledged and Qppropriated are determined by the legislature
to be sufficient for the prompt and full payment of the
principal of and interest and redemption premiums when due
on all bonds payable from that fund 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 debt service Ffund

must be used f£irsty to' pay interest, principal, and
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redemption premiums when due and payable with respect to

water development bondss-second, and for bonds issued prior

to 1985, to accumulate a reserve for the further security of
such paymentS1-te-éhe-ameunh—required——each--month—-to—-meet
those--paymenta--due-within-i2-mentha-thereaftery-and-thirdy
te-reatore-the-reserve-to-this-ameunt-after-sach-paymene,
(3) After the reserve provided for in subsection (2)

for bonds issued prior to 1985 has been accumulated in the

water development debt service fund, money at any time
received in the water development debt service fund in
excess of that amount must be transferred by the treasurer
to the water development state special revenue account. E33
the-balance-on-hand-at-any-time—-in--the--water--devetopment
debt--service--fund-is-not-suffictent-to-aceumuiate-reguired
reserves-under-subsection-+t2y-and-is--not--restored--to--the
required--amonnt--within--3--months--thereafter——from--£funda
specifieatty--pledged--and---appropriated---to---the---water
devetopment--debt--service-fund;-the-treasurer-in-accordance
with-the-ptedge-sf-the-fuli--fatth--and--credit--and--taxing
powers--ef--the-state-shatl-eransfer-an-amount-sufficienc-to
resto:e-the—required—ba}ance—fremﬁthe—generai--fQnd-—to—-the
water-deveiopment-debe-service-fund<"

SECTION 15. SECTION B5-1~-623, MCA, IS AMENDED TO READ:

“g5-1-623. Authorization of water development bonds.

The legislature, through the enactment of this section by a
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two-thirds vote of the members of each house, authorizes the
creation of state debt in an amount not to exceed §5 $10
million and the issuance and sale of water development bonds
in this -amount for the purpose of providing funds
appropriated to the water development account for lcans as
provided in the water development program."

Section 16. Section 90-2-121, MCA, is amended to read:

"90-2-121. Issuing bonds. (1) Within the limits
authorized by 90-2-127 and within the further limitations in
this section, the board of examiners may issue and sell
bonds of the state in such manner as it considers necessary
and proper to finance the renewable resource development
program. The full faith and credit and taxing powers of the
state shall be pledged for the prompt and full payment of
all bonds sc issued and interest and redemption premiums
payable thereon according to their terms.

(2) Each series of such bonds shall be issued by the
board of examiners upon request of the board of natural
resources and conservation in such denominations and forms,
whether payable to bearer with attached interest coupons aor
registered as to principal or as to both principal and
interest, with such provisions for conversion or exchange
and for the issuance ©f notes in anticipation of the
issuance of definitive bonds, bearing interest at such rate

or rates, maturing at such time or times not exceeding 30
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years from date of issue, subject to opticnal or mandatory
redemption at such earlier times and prices and upon such
notice, with such provisions for payment and discharge by
the deposit of funds 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 hoard shall determine subject to the limitations
contained in this section.

(3) In the issuance of each series of such bonds the
interest rates and the maturities and any mandatory
redemption provisions therecf shall be established in such
manner that the funds then specifically pledged and
appropriated by law tec the debt service fund will in the
judgment of the board be received in an amocunt sufficient in
each year to pay all principal, redemption premiums, and
interest due and payable in that year with respect to that
and all prior series of such bonds, except outstanding bonds
as to which the obligation of the state has been discharged
by the deposit of funds or securities sufficient for their
payment in accordance with the terms of the resclutions by
which they are authorized to be issued.

{(4) In all other respects the board of examiners is
authorized to prescribe the form and terms of the bonds and
shall do whatever is lawful and necessary for their issuance

and payment. Such bonds and any interest coupons appurtenant
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thereto shall be signed by the members of the board of
examiners, and the bonds shall be issued wunder 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 state
treasurer shall keep a record of all such bonds issued and
sold.

(5} All proceeds of bonds issued hereunder and

interest earned on_ such proceeds, other than refunding
bonds, shall be deposited in the renewable .rescurce
development accounty-exeept-that-any-principal--and--acerued
interest--received-in-repayment-of-the-itoans-provided-for-in
this-part-shall-be-deposited-in-the-debt-service-fund. All
proceeds of refunding bonds shall be deposited in the debt
service fund and applied to the payment and redemption of
outstanding bonds issued hereunder as directed by the board,
whether at maturity or on any previous date on which they
may be prepaid according to their terms."

Section 17. Section 90-2-123, MCA, is amended to read:

*“90-2-123. Debt gervice fund. (1) The atate méy by
enactment of the legislature or the people levy, impose,
assess, and pledge and appropriate to the debt service - fund
any tax, charge, fee, rental, or other income from any
designated source. The state¢ reserves the right to modify

from time to time the nature and amount of special taxes and
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other revenues pledged and appropriated to the debt service
fund, provided that the aggregate resources so pledged and
appropriéted are determined by the legislature to be
sufficient for the prompt and full payment of the principal
of and interest and redemption premiums when due o<n  all
bonds payable from that fund, and provided that the pledge
of the full faith and credit and taxing powers of the state
for the security of all such bonds shall be and remain
irrevocable until they are fully paid.

(2) Mcney in the debt service fund shall be used first
to pay interest, principal, and redemption premiums wien due
and payable with respect to renewable resource dcvelopment
bonds;--seecend-~-to--accumulate--a--reserve--for--the-further
sesurity-of-sueh-payments;-to-the-amount-regquired-eack-month
to-mest-these-payments-due-within-i2-months-thereafter;~-and
third--ta--reacore--the--reserve-—to--this-amount-aftar-each
payasnt .

{(3) After-the-reserve-provided-for-in--subsection--(2%
abave-—ts--in-the-debt-service-fund;-money Money at any time
received in the debt service fund in excess of that the

amount required by subsection (2) shall be transferred by

the treasurar to the renewable resource development account.
fé-the-batance-at-any-time-on-hand-in-the-debt-service--fund
is--not-suffictent-for-compiitanca-with-subsection-t3y-and-is

Aet-—-vasbtared--rto——the--required--amcunt--within--3-—-menths
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thereafter--from-funds-specificatiy-piedged-and-apprepriated
to-the-debt--service——fundy--the--treasurar--shati--transfar
thereto--from—-the--generat--fund--an--amount--suffictent-ts
restore-the-required-batances"

Section 18, Section 90-2-125, MCA, is amended to read:

"90-2-125. Renewable resource development account. The
state may by enactment of the legislature or the people
levy, impose, assess, and pledge and appropriate to the
renewable resource development account any tax, charge, fee,

rental, or other income from any source, including but not

limited to renewable resource development bond proceeds,

interest earned on the bond proceeds, and any principal and

accrued interest received in repayment of a lcan made from

the proceeds of bonds issued under 90-2-121."

NEW SECTION. gSection 19. Remedial character. Section
1 of this act is remedial in character, and nothing therein
may be considered to imply that autheority for the taking of
any action therein expressly authorized did not previously
exist.

NEW SECTION. Section 20. Codification instruction.
Section 8 is intended to be codified as an integral part of
Title 17, chapter 5, part 7, and the provisions of Title 17,
chapter 5, part 7, apply to section 8.

NEW SECTION. Section 21. Applicability. Section 10

applies retreoactively, within the meaning of 1-2-109, to all
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occurrences after July 1, 1981,

NEW SECTION., SECTION 22. REQUIREMENTS FOR_APPROVAL OF

STATE DEBT -- SEVERABILITY, BECAUSE SECTION 15 AUTHORIZES

THE CREATION OF STATE DEBT, A VQTE OF TWO-THIRDS OF THE

MEMBERS OF EACH HOUSE IS REQUIRED FOR ENACTMENT OF SECTION

15. IF SECTION 15 IS NOT APPROVED BY THE REQUIRED VOTE,

SECTION 15 15 VOID, AND THE REMAINING SECTIONS OF THIS ACT

ARE VALID AND REMAIN IN EFFECT IN ALL VALID APPLICATIONS

UPON ENACTMENT.
NEW SECTION. Section 23, Effective date. This act is
effective on passage and approval.

-End-

-27- $B 283



