
HOUSE BILL NO. 616 

INTRODUCED BY DRISCOLL, FORRESTER, R. JOHNSON, HARRINGTON, 
LYNCH, SIMON, MENAHAN, PAVLOVICH, QUILICI, DAILY, JACOBSON, 

BECK, WHALEN, MCCULLOCH, SCHYE, BLAYLOCK, RYE, HARP, 
CRIPPEN, HAGER, WINSLOW, BOHLINGER, STOVALL, MOLNAR, 

MILLS, FAGG, VOGEL 

FEBRUARY 13, 1993 

FEBRUARY 17, 1993 

MARCH 6, 1993 

MARCH 8, 1993 

MARCH 13, 1993 

MARCH 15, 1993 

MARCH 24, 1993 

MARCH 25, 1993 

MARCH 26, 1993 

APRIL 12, 1993 

APRIL 13, 1993 

APRIL 14, 1993 

IN THE HOUSE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON TAXATION. 

FIRST READING. 

ON MOTION, ADDITIONAL SPONSORS ADDED. 

ON MOTION, ADDITIONAL SPONSORS ADDED. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

PRINTING REPORT. 

SECOND READING, DO PASS AS AMENDED. 

ENGROSSING REPORT. 

THIRD READING, PASSED. 
AYES, 82; NOES, 17, 

TRANSMITTED TO SENATE. 

IN THE SENATE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON TAXATION. 

FIRST READING. 

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

SECOND READING, CONCURRED IN. 

ON MOTION, SEGREGATED FROM COMMITTEE 
OF WHOLE REPORT AND RETURNED TO 
SECOND READING. 

SECOND READING, CONCURRED IN AS 



APRIL 15, 1993 

APRIL 16, 1993 

APRIL 19, 1993 

AMENDED. 

THIRD READING, CONCURRED IN. 
AYES, 34; NOES, 16. 

RETURNED TO HOUSE WITH AMENDMENTS. 

IN THE HOUSE 

SECOND READING, AMENDMENTS 
CONCURRED IN. 

THIRD READING, AMENDMENTS 
CONCURRED IN. 

SENT TO ENROLLING. 

REPORTED CORRECTLY ENROLLED. 
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INTRODUCED BY 
(/;:;;;;ILL~ ,{;'L 

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING A CLEAN COAL 

TECHNOLOGY DEMONSTRATION LOAN TO THE MHD DEVELOPMENT 

CORPORATION; ESTABLISHING TERHS AND CONDITIONS AROUND WHICH 

A LOAN AGREEMENT BETWEEN THE DEPARTMENT OF NATURAL RESOURCES 

AND CONSERVATION AND THE MHD DEVELOPMENT CORPORATION WILL BE 

ESTABLISHED; DETERMINING THAT THE BILLINGS MHD DEMONSTRATION 

PROJECT IS A NEEDED FACILITY UNDER THE REQUIREMENTS OF THE 

MONTANA MAJOR FACILITY SITING ACT; DETERMINING THAT 

ELECTRICAL POWER PRODUCED BY THE PROJECT IS NEEDED AND HAS A 

BENEFICIAL IMPACT ON THE ENVIRONMENT; AMENDING SECTIONS 

75-20-301 AND 75-20-503, MCA; AND PROVIDING AN IMMEDIATE 

EFFECTIVE DATE." 

WHEREAS, the 52nd Legislature established and provided 

funds for a clean coal technology demonstration fund within 

the coal severance tax trust fund: and 

WHEREAS, the Billings MHD demonstration project was 

designated by the 52nd Legislature as a clean coal 

technology demonstration project eligible to receive a clean 

coal technology demonstration loan in the amount of $25 

million; and 

WHEREAS, the Department of Natural Resources and 
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technology demonstration 
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authqrity to review clean 

loan applications and to 

coal 

make 

recommendations to the Legislature concerning the approval 

of loan requests; and 

WHEREAS, the Department has reviewed the loan request 

from the MHO Development Corporation for the Billings MHD 

demonstration project and recommends that the loan be 

approved based on the terms and conditions provided in this 

bill. 

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

NEW SECTION. Section ,. Definitions. As used in 

{sections l through 4], the following definitions apply: 

Cl) "Billings MHO demonstration project" means the 

project to be developed by the MHD development corporation 

to commercially demonstrate th.e magnetohydrodynamics (MHD} 

technology and to produce electric power as described in the 

application for federal clean coal V funding submitted to 

the U.S. department of energy by the MHD development 

corporation. 

(2) "Budget period" means a segment of time in which 

the Billings MHD demonstration project is expected to reach 

certain engineering,. procurement, or construction milestones 

through the use of a designated amount of funds. 

( 3) "Department" means the department of natural 

-2- ~D C. 1i;. 
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resources and conservation provided for in 2-15-3301. 

(4) •Loan proceeds• means clean coal technology 

development project loan funds received by the Ml:ID 

development corporation 

passage and approval of 

from the department as a result of 

(sections l through 41 and the 

execution of a loan agreement described in (sections l 

through 4). 

(5) •MHo development corporation" means the company 

that owns the NBD technology and that has applied to the 

U.S. department of energy for funding through the clean coal 

V funding program to commercially demonstrate the MHD 

technology through the development, engineering, 

construction, and operation of the Billings MUD 

demonstration project. 

(6) •MHo technology• means the intellectual property 

used to construct the physical components, or processes that 

utilize those physical components, to produce electricity 

through the technology known as magnetohydrodynamics as 

described in the application for federal clean coal V 

funding. 

(7) 

entities 

•participating 

that have 

companies• means those 

provided the technical 

corporate 

expertise, 

component equipment, capital, or other assets or resources 

in the development of the MHD technology, ttlat hold 

positions of equity ownership in the NBD development 
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corporation, and that have transferred any proprietary 

interest in the MHO technology that they may have at one 

time possessed to the MHD development corporation to enable 

the MHO development corporation to commercially demonstrate 

the MHO technology through the development, engineering, 

construction, and operation of the Billings MHD 

demonstration project and to enable the MHD development 

corporation to engage in subsequent commercial applications 

of the MHD technology. 

(8) "Senior debt creditor" means a lender or consortium 

of lenders that has provided a larger share of debt 

financing to the Billings MHO demonstration project than any 

other lender or consortium of lenders and that has properly 

secured its loan against the assets of the Billings MHD 

demonstration project or the NHD development corporation. 

NEW SECTION. Section 2. Approval of loan. A clean coal 

technology demonstration loan in the amount of $25 million 

is approved for the MHD development corporation to pay a 

portion of the costs involved in development, engineering, 

procurement, and construction related to the Billings MHD 

demonstration project if the loan agreement described in 

[section 3) is entered into by the department and the MHO 

development corporation. 

NEW SECTION. Section 3. Loan agreeaent. The department 

shall enter into a loan agreement with the MUD development 
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corporation that includes the following provisions: 

(1) The amount of the loan is $25 million. 

(2) The loan agreement must be for a term of 25 years 

from the date it is signed by the parties or until all 

principal and interest have been retired, whichever occurs 

first. 

(3) Loan proceeds may be applied to the costs of 

developing engineering specifications, procuring equipment, 

or constructing physical facilities or to other costs 

directly related to negotiating for the final commitment of 

the U.S. department of energy funding and for the 

development and construction of the Billings MHD 

demonstration project for the commercial demonstration of 

the MHD technol09y. 

(4) Loan proceeds must be disbursed according to a 

series of scheduled budget periods. A disbursement may not 

be made prior to May 1, 1993. The total amount of the loan 

may not be released in less than five disbursements. A 

disbursement may not e~ceed $10 million and may not be less 

than $400,000. 

(5) The following matching funds requirements apply to 

the disbursement of loan proceeds: 

(a) Loan proceeds may not be disbursed unless the MHD 

development corporation has received a notice of award from 

the U.S. department of energy stating that it has been 
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selected to receive at least $100 million through the 

federal clean coal V funding program. 

(b) Loan proceeds may not be disbursed for expenditure 

in any budget period unless the department has received 

satisfactory evidence that federal or private funds will be 

expended in that budget period in an amount that is at least 

four times greater than the amount of loan proceeds to be 

expended in that budget period. 

(c) No more than $8 million in loan proceeds may be 

disbursed unless the U.S. department of energy has issued a 

final authorization to proceed after project definition 

activities, as described in the federal clean coal V program 

offering notice, have been concluded and the department of 

energy has committed to spend the entire federal clean coal 

V award amount allocated for the Billings MHD demonstration 

project. 

(d) Before disbursing loan proceeds in any budget 

period, the department must be satisfied that the matching 

funds requirement for the previous budget periods has been 

met. 

( 6) (a) Subject to subsection 16)(b), interest must 

accrue at the same rate as the rate applicable to 20-year 

general obligation bonds issued by the state on the date 

nearest in time to the date that the loan agreement is 

signed by the parties. 
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(b) The total interest amount may not exceed $20 

million. 

(7) (a) Subject to subsections (7J(bJ and (7)(cJ, the 

following sources must be used to pay the principal and 

interest payments on the loan: 

(i) up to 51 of gross fees or royalties derived from 

the sale, lease, or licensing of the NBD technology; and 

(ii) up to 0.05\ of all revenue derived from the sale of 

component equipment that embodies the MBD technology. 

(b) Beginning in the 17th year after the loan agreement 

is signed by the parties or after repayment obligations to 

senior debt creditors have been satisfied, whichever occurs 

first, the llllD development corporation shall, when there is 

sufficient cash flow available after the appropriate 

allowance for the payment of taxes, make payments to the 

department using revenue derived from the sale of electric 

power. The payments must be made in amounts and according to 

a schedule to be agreed upon by the parties that is 

sufficient to ensure that the entire amount of principal and 

interest owed on the loan is fully retired by the 25th year 

after the loan agreeaent is signed. 

(C) If the depart-nt and the U.S. departaent of energy 

both receive repayaent frOlll a source listed in subsection 

(7)(~J(iJ or (7)(a)(iiJ, the depart-nt shall receive 

payaent on a pro rata basis taking into account its 
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financial contribution to the Billings NBD de1110nstration 

project compared to the contribution of the department of 

energy contribution. The percentage limit contained in 

subsection (7)(a)(iJ or (7)(aJ(iiJ may not be exceeded. 

(8) If at any tiae the principal and prorated interest 

amounts owing on the loan are retired, the loan is 

considered retired and further payments are not required to 

be made. There IIIAY not be a penalty associated with early 

repayment. 

(9) The payment of the principal and interest on the 

loa·n is governed by the following provisions: 

(a) Payments aade from the sources listed in subsection 

(7)(a)(i) or (7)(aJ(ii) before the time provided for in 

subsection (7)(bJ auat be applied to the principal of the 

loan. 

(b) Payments aade after the beginning of the time 

period provided for in subsection (7)(b) must be first 

applied to interest accumulated on the principal aaount of 

the loan and any payaents greater than the accumulated 

interest aust be applied to the principal. 

(10) Notwithstanding the provisions of subsections (2), 

(6), and (8) and in addition to the requirement for the 

payment of principal and interest contained in this section, 

the MHD development corporation shall pay to the department 

from the sources described in subsections (7J(a){i) and 
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(7)(a)(ii) one-half of the amount of the loan proceeds 

disbursed as described in subsection (5)(c). This additional 

payment requirement must begin immediately after all 

principal and interest have been paid and continues until 

the appropriate amount has been paid, even if the loan 

agreement has expired. 

(11) The NBD development corporation shall pay all 

principal and interest owed to the state on the loan made to 

the NBD-Corette project pursuant to Chapter 793, Laws of 

1991. This repayment requirement is effective at the time 

the MHD development corporation has secured the total amount 

of financing necessary to initially capitalize the Billings 

MBD development project. Notwithstanding section 1(3), 

Chapter 793, Laws of 1991, $50,000 of the amount repaid 

under this subsection must be deposited in the state special 

revenue account created by 90-2-1104 for use by the 

department in administering the clean coal technology 

demonstration program. 

(12) The department may hold the following security 

positions if the positions are subordinate to the security 

positions of senior debt creditors to the Billings MHD 

demonstration project: 

(a} a security position associated with any of the 

repayment sources listed in subsection (7); and 

(b) a security position in the sale of the assets of 
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the Billings M.HD demonstration project. 

(13) (a) The department must be satisfied, before the 

loan agreement is entered into, that: 

(i) the MHD development corporation has acquired from 

the participating companies and other relevant parties 

ownership of all rights and other positions of ownership 

related to the MHD technoloqy that are sufficient to meet 

its repayment obligations under the loan agreement; and 

(ii) the projected level of initial capitalization, 

operating income, e~penses, and other factors affecting the 

financial viability of the Billings MHD demonstration 

project is sufficient for the M.HD development corporation, 

through its ownership and operation of the Billings MHD 

demonstration project, to operate the project. 

(b) The following protective positions must be 

contained in the loan agreement: 

(i) the provisions contained in subsection (13)(a) must 

be included; 

(ii) the requirements for repayment, reporting, and 

other obligations of the MHD development corporation under 

the loan agreement must be assigned to any party that may 

purchase the assets or otherwise receive ownership of the 

MHD technology or the Billings MHD demonstration project; 

and 

(iii) the obligations must remain in effect du[ing the 
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term of the loan agreement. 

(14) The following reports must be required by the loan 

agreement: 

(a) During the time before the Billings MBO 

demonstration project begins operation, the MHD development 

corporation shall deliver to the department, within 30 days 

after the end of each disbursement period, a semiannual 

progress report briefly describing the status of the 

project, any significant events that occurred in the 

previous period, and a summary of the project's financial 

position. 

(bl After the project begins operation, the NBD 

development corporation shall deliver to the department 

reports of activities, financial statements, and other 

reports according to the same requirements and schedule that 

are applicable to the senior debt creditor to the project. 

The reports must detail the a1&0unt of principal and interest 

owed to the department, any payments made to the department, 

any events that trigger a payment requirement related to the 

loan, and any other factor of significance related to the 

loan agreement. 

(c) The MHD development corporation shall provide to 

the depart■ent an annual statement of any transaction 

related to the sale, lease, or licensing of the MBD 

technology and to the sale of component equipment 
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manufactured for use in the MBD technology and an annual 

statement of any amount owed to the department as a result 

of those activities. 

(d) The department shall prepare and deliver a biennial 

report to the legislature describing the status of the loan 

agreement and the status of the project. 

(15) The terms of a repayment agreement established in 

relation to funds provided to the MHD development 

corporation for the Billings MHD demonstration project by 

the U.S. department of energy through the federal clean coal 

V funding program may not include an interest rate, security 

provision, or other term that increases the likelihood of 

repayment that is greater than that afforded to the 

department under the loan agreement. If the department 

considers that the terms related to the U.S. department of 

energy are more favorable than those established in the loan 

agreement, the department and the MHD development 

corporation shall amend the loan agreement to strengthen its 

provisions accordingly. 

(16) The terms and conditions described in subsections 

(1) through (15) may not be construed as inclusive of all 

terms and conditions that may constitute the loan agreement. 

The department and the MBD development corporation may 

include other terms and conditions they consider necessary 

if the other terms and conditions do not substantially alter 
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the provisions described in this section. 

(17) The department shall report to the first scheduled 

meeting of the legislative finance committee if: 

(a) the MHO development corporation chooses not to 

pursue the loan agreement; 

(b) the department and the MHD development corporation, 

after reasonable efforts, fail to agree on final terms and 

conditions of the loan agreement; or 

(c) other events reasonably preclude the ability of the 

parties to establish an agreement. 

NEW SECTION. Section 4. Facility and power needed 

beneficial under aajor facility siting act. The Billings MHD 

demonstration project is considered to meet the requirements 

imposed upon the board of natural resources and conservation 

to find that: 

( l) as 

particular 

a one-time demonstration 

technology, the Billings 

project for this 

MHD demonstration 

project is a needed facility under 75-20-301; and 

(2) energy produced by the Billings KHO demonstration 

project fulfills the criteria for need and for beneficial 

impact on the environment as required by 75-20-301 and 

75-20-503. 

Section 5. Section 75-20-301, MCA, is amended to read: 

•75-20-301. Decision of board -- findings necessary for 

certification. 11) Wi~hin Except as provided in [section 4), 

-13-

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0972/01 

within 60 days after submission of the recommended decision 

by the hearing examiner, the board shall make complete 

findings, issue an opinion, and render a decision upon the 

record, either granting or denying the application as filed 

or granting it upon such terms, conditions, or modifications 

of the construction, operation, or maintenance of the 

facility as the board considers appropriate. 

(2) The board may not grant a certificate either as 

proposed by the applicant or as modified by the board unless 

it shall find and determine: 

(a) the basis of the need for the facility; 

(b) the nature of the probable environmental impact; 

(c) that the facility minimizes adverse environmental 

impact, considering the state of available technology and 

the nature and economics of the various alternatives; 

(d) 

(el 

each of the criteria listed in 75-20-503: 

in the case of an electric, gas, 

transmission line or aqueduct: 

or liquid 

(i) what part, if any, of the line or aqueduct sha¼i 

will be located underground: 

(ii} that the facility is consistent with regional plans 

for expansion of the appropriate grid of the utility systems 

serving the state and interconnected utility systems; and 

(iii) that the facility will serve the interests of 

utility system economy and reliability; 
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(f) that the location of the facility as proposed 

conforms to applicable state and local laws and regulations 

issued thereunder, except that the board may refuse to apply 

any local law or regulation if it finds that, as applied to 

the proposed facility, the law or regulation is unreasonably 

restrictive in view of the existing technology, of factors 

of cost or economics, or of the needs of consumers, whether 

located inside or outside of the directly affected 

government subdivisions: 

(g) that the facility will serve the public interest, 

convenience, and necessity; 

Ch) that the department of health or board of health 

have issued a decision, opinion, order, certification, or 

permit as required by 75-20-216(3); and 

(i) that the use of public lands for location of the 

facility was evaluated and public lands were selected 

whenever their use is as economically practicable as the use 

of private lands and compatible with the environmental 

criteria listed in 75-20-503. 

{3) In determining that the facility will serve the 

public interest, convenience, and necessity under subsection 

(2)(g) ef-ehia-seetttlln, the board shall consider: 

(a) the items listed in subsections (2)(a) and (2)(b) 

of-this-section; 

( b) the benefits to the applicant and the state 
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resulting from the proposed facility; 

(c) the effects of the economic activity resulting from 

the proposed facility; 

(d) the effects of the proposed facility on the public 

health, welfare, and safety; 

(e) any other factors that it considers relevant. 

(4) Considerations of need, public need, or public 

convenience and necessity and demonstration thereof 

applicant shall apply only to utility facilities." 

by the 

Section 6. Section 75-20-503, MCA, is amended to read: 

•75-20-503. Environaental factors evaluated. ¼n Except 

as provided in [section 4], in evaluating long-range plans, 

conducting 5-year site reviews, and evaluating applications 

for certificates, the board and department shall give 

consideration to the following list of environmental 

factors, where applicable, and may by rule add to the 

categories of this section: 

(1) energy needs: 

(a) growth in demand and projections of need; 

(b) availability and desirability of alternative 

sources of energy; 

(C) availability and desirability of alternative 

sources of energy in lieu of the proposed facility; 

(d) promotional activities of the utility which may 

have given rise to the need for this facility; 
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(e) socially beneficial uses of the output of this 

facility, including its uses to 

environmental quality; 

protect or enhance 

(f) conservation activities which could reduce the need 

for more energy; 

(g) research activities of the utility of new 

technology available to it which might minimize 

environmental impact; 

(2) land use impacts: 

(a) area of land required and ultimate use: 

(b) consistency with areawide state and regional land 

use plans; 

(c) consistency with existing and projected nearby land 

use~ 

{d) alternative uses of the site: 

(e) impact on population already in the area, 

population attracted by construction or operation of the 

facility itself; 

(f) impact of availability of energy from this facility 

on growth patterns and population dispersal; 

(9) geologic suitability of the site or route; 

(h) seismologic characteristics: 

( i) construction practices; 

( j) extent of erosion, scouring, wasting of land, both 

at site and as a result of fossil fuel demands of the 
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facility; 

(k) corridor design and construction precautions for 

transmission lines or aqueducts; 

(1) scenic impacts; 

(m) effects on natural systems, wildlife, plant life; 

(n) impacts on important historic architectural, 

archaeological, and cultural areas and features; 

(o) extent of recreation opportunities and related 

compatible uses; 

(p) public recreation plan for the project; 

(g) public facilities and accommodation; 

(r) opportunities for joint use with energy-intensive 

industries or other activities to utilize the waste heat 

from facilities; 

(s) opportunities for using public lands for location 

of facilities whenever as economically practicable as the 

use of private lands and compatible with the requirements of 

this section; 

(3) water resources impacts: 

(a) hydrologic studies of adequacy of water supply and 

impact of facility on streamflow, lakes, and reservoirs; 

lb) hydrologic studies of impact of facilities on 

ground water; 

(c) cooling system evaluation, including consideration 

of alternativ@s; 
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( d} inventory of effluents, including physical, 

chemical, biol09ical, and radiological characteristics; 

(e) hydrologic studies of effects of effluents on 

receiving waters, including mixing characteristics of 

receiving waters, changed evaporation due to temperature 

differentials, and effect of discharge on bottom sediments; 

(f) relationship to water quality standards; 

(g} effects of changes in quantity and quality on water 

use by others, including both withdrawal and in situ uses; 

(h) relationship to projected uses; 

(i) relationship to water rights; 

(j) effects on plant and animal life, including algae, 

macroinvertebrates, and fish population: 

(k) effects on unique 

ecosystems, e.g., wetlands; 

(1) monitoring programs; 

(4) air quality impacts: 

or otherwise significant 

(a) meteorology--wind direction and velocity, ambient 

temperature ranges, precipitation values, inversion 

occurrence, other effects on dispersion; 

(b) topography--factors affecting dispersion; 

(c) standards in effect and projected for emissions; 

(d) design capability to aeet standards; 

(e) emissions and controls: 

(i) stack design; 
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(ii) particulates; 

(iii) sulfur oxides; 

(iv) oxides of nitrogen; and 

(v) heavy metals, trace elements, 

materials, and other toxic substances; 

LC 0972/01 

radioactive 

(f) relationship to present and projected air quality 

of the area; 

(g) monitoring program; 

(5) solid wastes impacts: 

(a) solid waste inventory; 

(bl disposal program; 

(c) relationship of disposal practices to environmental 

quality criteria; 

(d) capacity of disposal sites to accept projected 

waste loadings; 

(6) radiation impacts: 

(a) land use controls over development and population; 

(b) wastes and associated disposal program for solid, 

liquid, radioactive, and gaseous wastes; 

(c) analyses and studies of the adequacy of engineering 

safeguards and operating procedures; 

(d) aonitoring--adequacy of 

techniques: 

(7) noise impacts: 

{a) construction period levels; 

-20-
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l (b) operational levels; 

2 (C) relationship of present and projected noise levels 

3 to existing and potential stricter noise standards; 

4 

5 

(d) monitoring--adequacy of devices and methods." 

NEW SECTION. Section 7. Effective date. (This act] is 

6 effective on passage and approval. 

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

In compliance with a written request, there is hereby submitted a Fiscal Note for HB0616, as introduced. 

DESCRIPTION OF PROPOSED LEGISLATION: An act providing a clean coal technology demonstration loan to the MHD Development 
Corporation; establishing terms and conditions around which a loan agreement between the Department of Natural Resources and 
Conservation and the MHD Development Corporation will be established; determining that the Billings MHD demonstration 
project is a needed facility under the requirements of the Montana Major Facility Siting Act; determining that electrical 
power produced by the project is needed and has a beneficial impact on the environment. 

ASSUMPTIONS: 
1. The clean coal technology demonstration loan will occur beginning in FY94. Quarterly draws totalling $4.364 million are 

expected in FY94, with additional draws of $3.636 million continuing into FY95 ($8 million total). Interest earnings in 
both fiscal years of the biennium are impacted (general fund and foundation program). 

2. Coal tax funds will be moved out of the coal tax trust clean coal technology demonstration fund. 
3. The U.S. Department of Energy (DOE) will authorize a $220,000,000 loan to match the state coal funds. 
4. MHD Development Corporation will provide $245,803,000 in matching funds. 
5. The proposed funding of the $25 million loan from the coal tax trust would have been invested long-term and earned 8.07% 

in FY94 and 8.39% in FY95. 
6. Repayment of the $25 million loan does not begin until 17 years after the loan agreement is signed. 
7. Local government entities and the state will allow the project a tax exempt status providing $28.4 million in tax 

credits. 
8. The technology will be marketable. 
9. Over $300 million will be spent in Montana. 
10. The interest rate on the $25 million loan will be 7%. 
11. There will be a $20 million cap on interest costs for the loan. 

FISCAL IMPACT: 
Revenue: 

Coal Trust Interest Earnings 
(Clean Coal Fund) 

General Fund 
School Foundation Program 

Total 
(continued on next page) 

Current Law 

145,336 
25,647 

170,983 

2-1'1-<J 5 
DATE 

Office of Budget and Program Planning 

FY '94 
Proposed Law 

0 
Q 

0 

Difference 

(145,336) 
(25. 647) 

(170,983) 

FY ~5 
Current Law Proposed Law Difference 

537,163 
94.793 

631,956 

~,1~11/ 

0 
_Q 

0 

(537,163) 
(94,793) 

(631,956) 

,.2 ,~ 0 7'J 
JERRY DRISCOLL, PRIMARY SPONSOR DATE 

Fiscal Note for HB~~l6, as introduced 

~p., lo\(,. 



Fiscal Note Request, HB06l6, as introduced 
Form BD-l5 page 2 
(continued) 

Net Impact: The general fund and school foundation program would be impacted due to the loan fund disbursements. This 
impact would continue throughout the term of the loan. State and local tax revenues would be lower due to the tax credits. 
Investment in the state would be significant if the federal and private investment is secured. The project sponsor 
estimated approximately 200 jobs during construction and 30 to 50 long-term jobs at the project. 

There may be some impact on state revenues and expenditures during this biennium if the state begins to process the 
application for the MHD facility under the Major Facility Siting Act (MFSA). All of these costs will be covered by fees 
assessed on the applicant as provided in 75-20-215, MCA. 

LONG-RANGE EFFECTS OF PROPOSED LEGISLATION: The loss of interest earnings to the general fund and school foundation prograrr 
will continue throughout the 25 year loan term. Further, the $20 million cap on interest costs will be reached by fiscal 
year 2007. This reduces the effective rate of interest on the loan. State and local tax revenue would be $28.4 million 
lower due to the tax credits. 

The investment of over $300 million into the state economy will provide significant economic growth to the state. Once 
operating, 30 to 50 full-time positions will be created. 

There are significant risks associated with the loan. During the planning stages the state would loan up to $8 million prio 
to the u. S. Department of Energy's commitment of the full $220 million. Federal and private investment will be at least 
four times that of the state's investment during this period. However, until the final designs are accepted by DOE, the 
federal government may stop its participation. If this were to happen there would be no repayment of the loan. The other 
risks are associated with the marketability of MHD technology. If it works and is shown to be cost effective, there will be 
markets. However, until the project is constructed and operating, the potential markets will remain unknown. Some of the 
risk is mitigated by the fact that conventional steam generation is part of the project. This "bottom cycle" is known 
technology and would produce power and, in turn, power revenues. But, the cost and market for this power is unknown at this 
time. 

TECHNICAL NOTES: The bill requires the MHD facility to go through the MFSA process, but the findings of the process are made 
in section 4 of this bill. It is unclear what is accomplished in the MFSA process if the findings are already made. 
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HOUSE BILL NO, 616 

APPROVED BY COMMITTEE 
ON TAXATION 

INTRODUCED BY DRISCOLL, FORRESTER, R. JOHNSON, HARRINGTON, 

LYNCH, SIMON, MENAHAN, PAVLOVICH, QUILICI, DAILY, JACOBSON, 

BECK, WHALEN, MCCULLOCH, SCHYE, BLAYLOCK, RYE, HARP, 

CRIPPEN, HAGER, WINSLOW, BOHLINGER, STOVALL, MOLNAR, 

MILLS, FAGG, VOGEL 

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING A CLEAN COAL 

TECHNOLOGY DEMONSTRATION LOAN TO THE MHO DEVELOPKEIIT 

CORPORATION; ESTABLISHING TERMS AND CONDITIONS AROUND WHICH 

A LOAN AGREEKEIIT BETWEEN THE DEPARTMENT OF NATURAL RESOURCES 

AND CONSERVATION AND THE MHD DEVELOPMENT CORPORATION WILL BE 

ESTABLISHED; B8'1'11Rlt£N£N6-'PIIA'l'-'l'HB-Bihhill6S-MHB-BBM9NS'l'RA'l'i8N 

PREloJBe'l'--iS--A-NBBBBB-PAe£h£'l'¥-HNBBR-'l'HB-RseetRBMBN'fS-8t'-'l'HE 

118N'l'ANA--MM8R--PAe£h£'l'¥--9i'l'iN6---Ae'l'~---B8'1'11Rlt£N£116---'l'HA'l' 

BhBe'l'Ri€Ah-P8WBR-PR8BH€BB-B¥-'l'HB-PR8aBe'l'-£9-NBBBl!B-ANB-HAS-A 

BBNBPi€¼Ah--iMPAe'l'--8tl--'l'HB--BNViR8NMBN'l'7--AMBNB£N6-SBe'l'i8NS 

i5-~8-38¼-ANB-i5-~8-5837-ME!A7 AND PROVIDING AN IMMEDIATE 

EFFECTIVE DATE.• 

WHEREAS, the 52nd Legislature established and provided 

funds for a clean coal technology demonstration fund within 

the coal severance tax trust fund; and 

WHEREAS, the Billings MHD demonstration project was 

designated by the 52nd Legislature as a clean coal 
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technology demonstration project eligible to receive a clean 

coal technology demonstration loan in the amount of $25 

million;-and 

WHBRBA:S7--the--&epartmene--er--Na~ara¼---Researees---and 

eonserva~¼on---has---the--aathori~y--~e--review--e¼ean--eoa¼ 

~eehne¼egy--demefteerae¼en--¼oan--app¼ieatiena--and--te--make 

recommendations-to-the-heg¼e¼a~ttre-cencerning--the--apprevai 

ef-¼ean-reqaests;-and 

WHBRBAS7--the--6epe.rtment--haa-rew¼ewed-the-¼oan-reqaest 

froa-the-MBB-Beve¼o~nt-eorperatien-for--the--Bi¼¼inga--MHB 

demonstratien--pro;ee~--and--recOlllllends--that--the--¼ean--be 

approwed--based-on-the-terma-and-eonditions-prowided-in-th¼s 

bi¼¼, 

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

NEW SECTION. Section 1. Definitions. As used in 

(sections 1 through 4], the following definitions apply: 

(1) "Billings MHD demonstration project• means the 

project to be developed by the MHO development corporation 

to commercially demonstrate the magnetohydrodynamics (MHD) 

technology and to produce electric power as described in the 

application for federal clean coal V funding submitted to 

the U.S. department of energy by the MHD development 

corporation. THE METHODS DESCRIBED IN THE CLEAN COAL V 

APPLICATION FOR PRODUCTION OF ELECTRIC POWER PROVIDE FOR A 

-2- HB 616 
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PROCESS THAT WILL OPERATE WITH OR WITHOUT THE SUCCESSFUL 

DEMONSTRATION OF THE MHD TECHNOLOGY. 

(2) •Budget period" means a segment of time in which 

the Billings MHD demonstration project is expected to reach 

certain engineering, procurement, or construction milestones 

through the use of a designated amount of funds. 

(3) "Department• means the department of natural 

resources and conservation provided for in 2-15-3301. 

(4) •Loan proceeds" means clean coal technology 

development project loan funds received by the MHD 

development corporation from the department as a result of 

passage and approval of (sections l through 4) and the 

eiecution of a loan agreement described in [sections l 

through 4 I. 

(5) "NBD deVelopment corporation• means the-company 

that-owns-the-MHB-teehnoiogy-and A CONSORTIUM OF PRIVATE 

COMPANIES that has applied to the U.S. department of energy 

for funding through the clean coal V funding program to 

co-ercially demonstrate the MHD technology through the 

development, engineering, construction, and operation of the 

Billings MHD demonstration project. 

(6) "MHD technology• means the intellectual property 

used to construct the physical components, or processes that 

utilize those physical components, to produce electricity 

through the technology known as magnetohydrodynamics as 

-3- HB 616 
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described in the application for federal clean coal V 

funding. 

(7) •Participating companies" means those corporate 

entities that have provided the technical expertise, 

component equipment, capital, or other assets or resources 

in the development of the MHD technology, that hold 

positions of equity ownership in the MHD development 

corporation, and that have transferred any proprietary 

inte~eat INTERESTS in the MHD technology that-they-may--ha•e 

ae--ene-eime-pessessed to the MHD development corporation to 

enable the MHD development corporation to commercially 

demonstrate the MHD technology through the development, 

engineering, construction, and operation of the Billings MHD 

demonstration project and to enable the MHD development 

corporation to engage in subsequent commercial applications 

of the MHD technology. 

(8) "Senior debt creditor" means a lender or consortium 

of lenders that has provided a larger share of debt 

financing to the Billings MHD demonstration project than any 

other lender or consortium of lenders and that has properly 

secured its loan against the assets of the Billings MHD 

demonstration project or the MHD development corporation. 

NEW SECTION. Section 2. Approval of loan. A clean coal 

technology demonstration loan in the amount of $25 million 

is approved for the MHD development corporation to pay a 
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portion of the costs involved in development, engineering, 

procurement, and construction related to the Billings MHD 

demonstration project if the loan agreement described in 

[section 3] is entered into by the department and the MHD 

development corporation. 

NEW SECTION. Section 3. Loan agreeaent. The department 

shall enter into a loan agreement with the MHD development 

corporation that includes the following provisions: 

(1) The amount of the loan is $25 million. 

(2) The loan agreement must be for a term of 25 years 

from the date it is signed by the parties or until all 

principal and interest have been retired, whichever occurs 

first. 

(3) Loan proceeds may be applied to the costs of 

developing engineering specifications, procuring equipment, 

or constructing physical facilities or to other costs 

directly related to negotiating for the final commitment of 

the U.S. department of energy funding and for the 

MBD development and construction of the Billings 

demonstration project for the commercial demonstration of 

the MHD technology. 

(4) Loan proceeds must be disbursed according to a 

series of scheduled budget periods. A disbursement may not 

be made prior to May l, 1993. The total amount of the loan 

may not be released in less than five disbursements. A 
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disbursement may not exceed $10 million and may not be less 

than $400,000. 

(5) The following matching funds requirements apply to 

the disbursement of loan proceeds: 

(a) Loan proceeds may not be disbursed unless the MHD 

development corporation has received a notice of award 

SELECTION from the U.S. department of energy stating that it 

has been selected to receive st-¼esst-$¼88-millien AN AWARD 

through the federal clean coal v funding program. 

(b) Loan proceeds may not be disbursed for expenditure 

in any budget period unless the department has received 

satisfactory evidence that federal or private funds will be 

expended in that budget period in an amount that is at least 

four times greater than the amount of loan proceeds to be 

expended in that budget period. 

(c) No more than $8 million in loan proceeds may be 

disbursed unless the U.S. department of energy has issued a 

final authorization to proceed after project definition 

activities. as described in the federal clean coal V program 

offering notice, have been concluded and the department of 

energy has committed to spend the entire federal clean coal 

V award amount allocated for the Billings MHO demonstration 

project. 

(d) Before disbursing loan proceeds in any budget 

period, the department must be satisfied that the matching 
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funds requirement for the previous budget periods has been 

met. 

(6) (a) Subject to subsection (6)1b), interest must 

accrue AND BE CAPITALIZED at the same rate as the rate 

applicable to TAXABLE 20-year general obligation bonds 

issued by the state on the date nearest in time to the date 

that the loan agreement is signed by the parties. 

(b) The total interest amount may not exceed $20 

million. 

(7) (a) Subject to subsections (7)(b) and (7)(c), the 

following sources must be used to pay the principal and 

interest payments on the loan: 

(i) up to 51 of gross fees or royalties derived from 

the sale, lease, or licensing of the MHD technology: and 

(ii) up to a.est 0,5\ of a.11 revenue derived from the 

sale of component equipment 

technology. 

that embodies the MHD 

(b) Be9¼ftft¼n9-¼ft-the-iTth-year-after-the-ieaft-a9reement 

is--s¼gned--by-the-par~ies-or-af~er-repayment-eb¼igationa-to 

senier-~eb~-erediters-ftave-been-satisfied7-whiehever--eeenrs 

f¼rst7--the (Il THE NBD development corporation shall7-when 

there--¼s--sttffieient--eash---E¼ew---avai¼ab¼e---a£ter---tfte 

appropriete---a¼¼&wanee--£er--the--payment--0E--ta•ea7 make 

payments to the department using revenue derived from the 

sale of electric power UPON THE OCCURRENCE OF THE FIRST OF 
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THE FOLLOWING: 

(Al THE BEGINNING OF THE 17TH YEAR AFTER THE LOAN 

AGREEMENT IS SIGNED BY THE PARTIES; 

(Bl REPAYMENT OBLIGATIONS TO SENIOR DEBT CREDITORS HAVE 

BEEN SATISFIED; OR 

(C) CHANGES IN THE PRICE OF ELECTRICITY SOLD AS A 

RESULT OF PROJECT OPERATIONS, CHANGES IN EXPENSES PAID AS A 

RESULT OF PROJECT OPERATIONS, OR CHANGES IN OTHER FINANCIAL 

FACTORS CAUSE NET CASH FLOW TO BE GREATER THAN THAT 

PROJECTED TO BE AVAILABLE AFTER MAKING PERIODIC PAYMENTS TO 

SENIOR DEBT CREDITORS AND THE APPROPRIATE ALLOWANCE FOR 

TAXES. 

1!.!.l The payments must be made, WHEN THERE IS SUFFICIENT 

CASH FLOW AVAILABLE AFTER THE APPROPRIATE ALLOWANCE FOR THE 

PAYMENT OF TAXES, in amounts and according to a schedule to 

be agreed upon by the parties that is sufficient to ensure 

that the entire amount of principal and interest owed on the 

loan is fully retired by the 25th year after the loan 

agreement is signed. 

(c) If the department and the U.S. department of energy 

both receive repayment from a source listed in subsection 

(7)(a)(i) or (7)(a)(ii), the department shall receive 

payment on a pro rata basis taking into account its 

financial contribution to the Billings MHD demonstration 

project compared to the contribution of the department of 
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energy contribution. The percentage limit contained in 

subsection (7)(a)(i) or (7)(a)(ii) may not be exceeded. 

(8) rf EXCEPT AS PROVIDED IN SUBSECTION (10), IF at any 

time the principal and prorated interest amounts owing on 

the loan are retired, the loan is considered retired and 

further payments are not required to be made. There may not 

be a penalty associated with early repayment. 

(9) The payment of the principal and interest on the 

loan is governed by the following provisions: 

(a) Payments made from the sources listed in subsection 

(7)(a)(i) or (7)(a)(ii) before the time provided for in 

subsection (7)(b) must be~ applied to the principal of 

the loan, THEN TO ANY INTEREST ACCUMULATED ON THE PRINCIPAL. 

(bl Payments made after the beginning of the time 

period provided for in subsection (7)(b) must be first 

applied to interest accumulated on the principal amount of 

the loan and any payments greater than the accumulated 

interest must be applied to the principal. 

(10) Notwithstanding the provisions of subsections (2), 

(6), and (8) and in addition to the requirement for the 

payment of principal and interest contained in this section, 

the MHD development corporation shall pay to the department 

from the sources described in subsections (7)(a)(i) and 

(7)(a)(ii) one-half of the amount of the loan proceeds 

disbursed as described in subsection (5)(c). This additional 
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immediately after all 

and continues until 

paid, even if the loan 

(11) The MHD development corporation shall pay all 

principal and interest owed to the state on the loan made to 

the MHD-Corette project pursuant to Chapter 793, Laws of 

1991. This repayment requirement is effective at the time 

the MHD development corporation has secured the total amount 

of financing necessary to initially capitalize the Billings 

MHD development project. Notwithstanding section 1(3), 

Chapter 793, Laws of 1991, $50,000 of the amount repaid 

under this subsection must be deposited in the state special 

revenue account created by 90-2-1104 for use by the 

department in administering the clean coal 

demonstration program. 

technology 

(12) The department may hold the following security 

positions if the positions are subordinate to the security 

positions of senior debt creditors to the Billings MHD 

demonstration project: 

(a) a security position associated with any of the 

repayment sources listed in subsection (7); and 

(b) a security position in the sale of the assets of 

the Billings MHD demonstration project. 

(13) (a) The department must be satisfied, before the 
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loan agreement is entered into, that: 

(i) the MRO development corporation has acquired from 

the participating companies and other relevant parties 

ownership of a¼¼ rights and other positions of ownership 

related to the MHD technology that are sufficient to meet 

its repayment obligations under the loan agreement, and 

(ii) the projected level of initial capitalization, 

operating income, expenses, and other factors affecting the 

financial viability of the Billings MHD demonstration 

project is sufficient for the MHD development corporation, 

through its ownership and operation of the Billings MHD 

demonstration project, to operate the project AND TO MEET 

ITS REPAYMENT OBLIGATIONS TO CREDITORS. 

(b) The following protective positions must be 

contained in the loan agreement: 

(i) the provisions contained in subsection (13)(a) must 

be included; 

(ii) the requirements for repayment, reporting, and 

other obligations of the MHD development corporation under 

the loan agreement must be assigned to any party that may 

purchase the assets or otherwise receive ownership of the 

MHD technology or the Billings MHD demonstration project; 

and 

(iii) the obligations mttst-reaa¼n-¼n-e££eet--dttr¼ng--the 

term-of EXTEND BEYOND the loan agreement. 
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(14) The following reports must be required by the loan 

agreement: 

(a) During the time before the Billings MHD 

demonstration project begins operation, the MHD development 

corporation shall deliver to the department, within 30 days 

after the end of each d¼sbttrsement SEMIANNUAL period, a 

sem¼annttal progress report briefly describing the status of 

the project, any significant events that occurred in the 

previous period, and a summary of the project's financial 

position. 

(b) After the project begins operation, the MHD 

development corporation shall deliver to the department 

reports of activities, financial statements, and other 

reports according to the-same requirements and-sehed~ie-tfta~ 

are--app¼¼eable--to ESTABLISHED BY THE DEPARTMENT. THE 

REQUIREMENTS MAY NOT BE LESS THAN THOSE IMPOSED UPON the 

senior debt creditor to the project. The reports must detail 

the amount of principal and interest owed to the department, 

any payments made to the department, any events that trigger 

a payment requirement related to the loan, and any other 

factor of significance related to the loan agreement. 

(c) The MHD development corporation shall provide to 

the department an annual statement of any transaction~ 

ABSENCE OF ANY TRANSACTION related to the sale, lease, or 

licensing of the MHD technology and to the sale of component 

-12- HB 616 



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0616/02 

equipment manufactured for use in the MHD technology and an 

annual statement of any amount owed to the department as a 

result of those activities. 

(d) The department shall prepare and deliver a biennial 

report to the legislature describing the status of the loan 

agreement and the status of the project. 

(15) The terms of a repayment agreement established in 

relation to funds provided to the MHD development 

corporation for the Billings MHD demonstration project by 

the u.s. department of energy through the federal clean coal 

V funding program may not include an interest rate, security 

provision, or other term that increases the likelihood of 

repayment that is greater than that afforded to the 

department under the loan agreement. If the department 

considers that the terms related to the U.S. department of 

energy are more favorable than those established in the loan 

agreement, the department and the MHD development 

corporation shall amend the loan agreement to strengthen its 

provisions accordingly. 

(16) The terms and conditions described in subsections 

(l) through (15) may not be construed as inclusive of all 

terms and conditions that may constitute the loan agreement. 

The department and--the--MHB--develepment--eerporat¼en may 

include other terms and conditions they--eeftsider IT 

CONSIDERS necessary if the other terms and conditions do not 

-13- HB 616 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

l3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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section. 

HB 0616/02 

in this 

(17) The department shall report to the first scheduled 

meeting of the legislative finance committee if: 

(a) the MHD development corporation chooses not to 

pursue the loan agreement; 

(b) the department and the MHD development corporation, 

after reasonable efforts, fail to agree on final terms and 

conditions of the loan agreement; or 

(c) other events reasonably preclude the ability of the 

parties to establish an agreement. 

NBW-SBe~¼eN.--Section 4. Pae¾¼ity-aftd-pewer--ft~ed----­

benefieial-ander--;er-facility-s¼t¼ftg-aet.-~he-Billiftgs-MHB 

demonstration-proieet-is-eensidered-to-mee~-the-r~ttirements 

imposed-ttpon-the-board-0£-natttra¼-reeottrees-and-eonser•ation 

te-fiftd-that. 

t¼t--as---a--one-t¼ae--de■onstration--pro;eet--£or--th¼s 

partien¼ar--teehno¼ogyT--the--B¼¼¼¼ngs---MHB---de,aonstration 

prejeet-is-a-needed-facility-ander-~5-i6-38t,-aftd 

tit--energy--predaeed--by-the-B¼ll¼ngs-MHB-de.,.,,nstrat¼on 

prejeet-falf¼lls-the-criteria-fer-need--and--fer--beflef¼eial 

impact--en--the--envire11111ent--as--reqaired--by-~5-i8-38l-afld 

~5-i8-583T 

Section-5~-Sectien-?5-i8-~8¼7-M€A7-is-a111eftded-te-read~-­

•iS-i9-38¼•--9eeis¼on-o£-B&ard----find±ngs-neeessary-~or 
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eertif¼eat¼onT-t¼t-Within Ezeept-as-pre¥ided-in-tseetien-4iz 

within-66-days-a£ter-sttbmissieft-e£-the-ree0111111ended--deeision 

by--the--hearing--ezam¼ner7--the--beard--sha¼¼--~e-eempiete 

f¼ndings7-issae-an-opinion7-and-render-a-dee¼sion--apen--the 

reeord7--either-9ranting-or-denying-the-app¼icatien-as-Ei¼ed 

or-grant¼ng-it-ttpen-sneh-terme7-eenditien97-or-modi£ieations 

o£--the--constrnction7 --o~ration7--or--maintenanee--0£--the 

£aei¼ity-as-the-board-eons¼ders-appropriate7 

tzt--~he-beard--y-nM-grant--a--eertifieate--e¼ther--aa 

propoaed-by-the-appiieant-er-aa-aedified-by-the-beard-ttnieaa 

it-sha¼¼-find-and-detera¼ne~ 

tat--the-baaia-of-the-need-for-the-faeiiityt 

tbt--the-nature-o£-the-probab¼e-enwironmenta¼-impeet­

tet--that--the--£aei¼ity-ainimizes-adwerse-enviroftlllenta¼ 

iapaet7-eonaidering-the-atate-ef--a•aiiabie--teehnoi0<JY--•nd 

the-natttre-and-economics-or-ene-Yar¼etts-a½ternat¼YesT 

tdt--eaeh-of-the-eriteria-iiated-in-15-z8-583T 

tet--in---the--case--or--an--e¼eetr¼e7--9as7--er--¼iqaid 

transmission-¼ine-er-aqttedttee~ 

tit--what-part7-if-any7-of-the-iine--er--a~aedttet--ahaii 

wiii-be-ieeated-ttftdergrl>tlftdT 

tiit-that-the-fae¼iity-ia-eonaistent-with-regienai-piana 

fer-ezpansion-ef-the-appropriate-grid-ef-the-ati¼ity-systeaa 

servin9-the-state-and-in~erconneeted-nti¼ity-ayateaa~-•nd 

tiiit-that--the--faeiiity--wi¼i--serye--the-intereata-of 
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ttti¼ity-syatea-eeenoay-and-reiiabiiityT 

tft--that-the--¼eeatien--ef--the--faeiiity--as--preposed 

eonforaa--te-appiieabie-state-and-¼eeai-iawa-and-regaiatiens 

issaed-tftereanderT-ezcept-that-the-board-may-refase-to-app¼y 

any-¼oea¼-¼aw-or-regtt¼atien-i£-it-£inds-that7-as-appiied--te 

the-prepoaed-faeiiity7-the-iaw-or-regttiation-is-anreasenabiy 

restrietive--in--view-e£-the-exiating-teehno¼ogy7-0£-faetera 

0£-eoat-er-econm11iea7-er-ei-the-needs-e£-eonstu11ers7--vhether 

ioeated---inside---er---eatside--ef--the--direetiy--affeeted 

geverftlllent-sttbdiy¼a¼ens~ 

t9t--that-the-faeiiity-wi¼¼-aerye-the--pttbiie--interest7 

eenvenienee7-and-neeessity; 

tht--that--the--department--of-heaith-or-beard-of-hea¼th 

h.a•e-issaed-a-decision7-op¼nion7--order7--eertifieation7--o~ 

permit-as-reqaired-by-15-z8-zi6t3tt-and 

tit--that--the--ase--of-pttbiie-¼anda-for-ieeation-ef-the 

£aei¼ity--was--eya¼aated--and--pab¼ie--¼ands--were--se¼eeted 

whenever-their-ase-is-as-eeenomica¼¼y-praetieab¼e-as-the-ttse 

0£-pri•ate--¼ands--and--eempatib¼e--with--the--en•ironmenta¼ 

eriteria-¼iated-in-i5-z8-583T 

t3t--fn--determining--that--the--faei¼ity-wiii-ser•e-the 

pab¼ie-interese7-eenYen¼enee7-and-neeese¼ey-ttnder-snbseet¼en 

tztt9t-ef-thia-aeetien7-the-beard-shaii-eensider~ 

tat--the-iteas-¼isted-in-attbseettons-tittat--and--fzttbt 

ef-~hie-seetien~ 
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tbt--the---beftefite--to--the--epp¼ieaftt--end--the--atate 

reaaltiftg-froa-the-propeaed-faei¼ity7 

tet--the-effeets-of-the-eeoftomic-activity-resa¼tift9-from 

the-propesed-facility7 

tdt--the-effeets-of-the-propesed-fsei¼ity-on-the--pab¼ie 

hea¼th7-we¼fare7-and-safety; 

tet--any-oeher-faeters-that-it-eeneiders-re¼e•antT 

ttt--eofts¼deratiofts--of--fteCd7--pab¼ie--need7--or-pab¼ie 

eon•enienee-and-neeeasity-and-demenstration-thereof--by--the 

app¼icaftt-sha¼¼-apply-only-to-atility-faei¼itiee.• 

5ection-6~-See1:i<>t'l-~5-i!8~8~7-Me~7-ia-tlllleflded-to-read~--

a~5-i&-583.--Bn•iroftllefttal--faetors-e•a¼aated. ~ft Bxecpt 

as-provided-in-tsection-tt7-in-e•alaatiftg-loftg-rangc--plano7 

eondneting--5-year-site-re•iews7-and-eva¼nating-app¼ieations 

fer--eertifieates7--the--board--and--department--sha¼¼--g~ye 

eoftsidcratioft--to--the--fol¼owift9--list---of---en•iroftlllental 

faetors7--where--applieable7--and--mey--by--ra¼e--add-to-the 

eategories-ef-this-seetion~ 

tlt--cner9y-needs~ 

tat--growth-in-demand-aftd-pro;eet¼one-of-need7 

tbt--a•ai¼ab¼i¼ty--and---desirability---of---a¼ternati•e 

soarees-of-ener9y; 

tet--a•ailability---and---deeirability---of--alternati•e 

soarees-of-energy-in-¼¼ea-of-the-proposed-faei¼ity; 

tdt--promotional-aeti•ities-of--the--atility--which--may 
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have-gi¥en-rise-to-the-need-for-this-faei¼ityT 

tet--soeia¼ly--benefieial--ases--of--the--otttpat-of-thia 

Eaci¼iCy7--ine¼ndin9--ita--ttsee--to---proteet---or---enhanee 

envirofllllenta¼-qnality; 

t£t--eonser•ation-activities-which-eon¼d-rednee-~he-need 

£or-more-energy; 

tgt--researeh---aetivities---of---the---atility--of--new 

teehnology---a•ai¼ab¼e---to---it---wh¼eh---migftt----minimize 

environaenta¼-impaet; 

tit--land-ase-¼mpacts~ 

tat--area-of-land-reqaired-and-tt¼tilllllte-ase7 

tbt--eonaisteney--w¼th--areawide-state-and-regiena¼-¼and 

ttse-p¼ans; 

tet--eonsisteney-w¼th-esisting-and-pro;eeted-nearby-land 

ttSeT 

tdt--alternati•e-ases-of-the-site7 

tet--impaet--on--pepalation---already---in---the---area7 

popa¼ation--attracted--by--eonstrttetion--or-operation-0£-the 

faeility-itse¼f7 

tft--¼mpaet-of-avai¼ab¼iity-of-energy-from-this-faei¼¼ty 

Oft-growth-patterns-and-pepalation-dispersa¼7 

t9t--geo¼ogie-saitabi¼ity-of-the-site-or-roate7 

tht--se¼sme¼ogie-eharaeter¼sties, 

tit--eonstraetion-praetieee~ 

tit--extent-0£-erosion7-seoaring7-wa9ting-of-¼and7--beth 
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at--site--aftd--as--a--resttit--of--fossii-fttei-de11anda-of-the 

facility, 

tkt--eorridor-design-and--eonstrttetion--preeatttions--for 

transmisaion-¼ines-or-aqaedaets; 

t¼t--scenic-iapacts; 

t■t--e£fects-en-natara¼-syste•s,-wi¼d¼ife7-p¼ant-¼ife; 

tnt--impaets---on---impertant---historic--architectara¼, 

arehaeo¼oqieal7-and-ca¼taral-areas-and-feataresr 

tot--eztent--of--recreatien--oppertanities--and--reiated 

eoapetible-ases; 

tpt--pt:tb¼ie-reereation-p¼an-fer-the-prejeet; 

tqt--pab¼ic-£aei¼ities-and-accMIIIIOdation; 

trt--oppertanities-£or-joint-ase--with--energy-intensi•e 

indastries--or--other--aetiwities--to-ati¼ize-the-waste-heat 

£rem-facilities; 

tst--opportttnities-for-ttsing-pttbiie-iands--tor--ioeation 

ef--faei¼ities--whene•er--as-eeenemiea¼¼y-praet¼eab¼e-as-the 

ttse-of-pri¥ate-iands-and-e-patibie-with-the-reqttirements-o£ 

th¼a-sect¼on, 

t3t--water-resoarees-impeets~ 

tat--hydroiogie-stttdies-of-adeqttaey-of-water-sappiy--and 

¼mpaet-0E-Eaei¼ity-on-strel!llllf¼ow7-¼akes7-and-reser•oirs; 

tbt--hydre¼ogie--■tadies--ef--iapaet--of--faei¼ities--on 

gronnd-water; 

tet--eoe¼ing--syste■-eTa¼ttationy-¼fte¼ttdiftg-consideration 
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of-a¼ternat¼wes, 

tdt--in¥efttery---of---effittents7---ineittdin9---phyaiea¼7 

ehe•¼ea~7-bio¼ogiea¼7-and-radic¼egiea¼-eharaeteristics; 

tet--hydroiogie--stttdies--0£--effeeta--0£--eff¼ttents--on 

reeei•ing--waters7--inelttding--■ixing---eharacteristies---of 

reeei•ing--waters7--ehanged--e•ape,ration--due-te-te•perature 

dif£erentia¼s7-and-effeet-ef-diseftarge-on-betto■-sediments; 

tft--re¼atienship-te-water-qtta¼ity-standards; 

tgt--effeets-of-ehanges-in-qttantity-and-qaaiity-on-water 

ttse-by-ethersy-ine¼ttding-both-withdrawa¼-and-¼n-sittt-ttses; 

tht--re¼atienship-to-prejected-ttses; 

tit--reiationship-to-water-rights~ 

tjt--e£feets-on-piant-and-animai-iife7-ineittdin9--a¼9ae7 

maeroinwertebrates7-and-£ish-pepn¼atien; 

tkt--effeets---on---aniqtte---or---etherwise--signi£ieant 

eeesyeteMs7-eTgT7-wet¼ands; 

t¼t--menitoring-programs; 

t4t--air-qaaiity-impaets~ 

tat--meteore¼ogy--wind-direetion-and--•eioeity7 --ambient 

temperatttre----ranges7---preeipitation---wa¼ttes7---in•ersion 

eeettrrenee7-other-effeets-en-d¼spers¼on, 

tbt--topo9raphy--faetora-affeetin9-dispersionT 

tet--•~andards-¼n-e££ect-and-pra;ee~ed-rer-em¼ssions; 

tdt--design-eapabiiity-to-meet-atandardsT 

tet--em½es¼ens-and-eon~re¼s~ 
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tit--staek-desi9ft7 

tiit-part¼enlates7 

tiiit-stt¼far-oxides; 

l 

2 

3 

4 

5 

6 

7 

8 

tivt-oxides-0£-nitregen;-and 

tvt--heavy---metais7---traee----e¼ementsT----radioaetive 

ma~eria¼s7-and-other-toxie-sttbstances; 

tEt--re¼at¼onship--to--preseftt-aftd-pro;eeted-air-gna¼ity 

0£-the-area; 

9 t9t--aonitorin9-pr09r,...7 

10 t5t--so¼id-wastes-iapaets~ 

ll tat--so¼id-waste-¼nwentory7 

12 tbt--d¼sposai-pr09raa7 

13 tet--re¼ationship-oE-disposa¼-praetiees-to-enwironaefttal 

14 gnaiity-er¼teria7 

15 tdt--eapaeity-oE--d¼sposai--sites--to--aeeept--pro;eeted 

16 waste-¼oadin9s7 

17 t6t--radiat±oft-±mpaets~ 

18 tat--land-nse-eontrols-o•er-de•e¼opment-and-popnlat¼on7 

19 tbt--wastes--and--assoeiated-disposa¼-pro9raa-Eor-sol±d7 

20 ¼iqaid7-ra8i&aetive7-and-9aaeoas-wastee; 

21 tet--ana¼yaes-and-stndies-of-the-adeqnaey-of-en9ineerin9 

22 safe9nards-and-operatin9-praeednres7 

23 tdt--monitor¼n9--adeqnaey--af---deviees---and---samp¼in9 

24 eeehniquea~ 

25 t~t--naise-impaetST 
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tat--eonstrae~ion-period-¼eve¼s; 

tbt--eperationa¼-¼eve¼s; 

tet--re¼ationship--0£-present-and-pre;eeted-noise-¼eve¼s 

to-existing-and-potentiai-strieter-noise-standards; 

tdt--monitorin9--adeqaaey-0£-devices-and-methods.ll 

NEW SECTION. Section 4. Effective date. (This act] is 

effective on passage and approval. 

-End-
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HOOSE BILL NO. 616 

INTRODUCED BY DRISCOLL, FORRESTER, R. JOHNSON, HARRINGTON, 

LYNCH, SIMON, MENAHAN, PAVLOVICH, QUILICI, DAILY, JACOBSON, 

BECK, WHALEN, MCCULLOCH, SCHYE, BLAYLOCK, RYE, HARP, 

CRIPPEN, HAGER, WINSLOW, BOHLINGER, STOVALL, MOLNAR, 

MILLS, FAGG, VOGEL 

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING A CLEAN COAL 

TECHNOLOGY DEMONSTRATION LOAN TO THE MHD DEVELOPMENT 

CORPORATION; ESTABLISHING TERMS AND CONDITIONS AROUND WHICH 

A LOAN AGREEMENT BETWEEN THE DEPARTMENT OF NATURAL RESOURCES 

AND CONSERVATION AND THE MHD DEVELOPMENT CORPORATION WILL BE 

ESTABLISHED; BB~BRMfNfll6-~HA~-~HB-BfbbfN8S-MHB-BBM8NS~RA~f8N 

PReoBe~--fS--A-NBBBBB-PAefbf~¥-HNBBR-~HB-RB6BfRBMBN~S-8P-~HB 

M8N~ANA--MAo8R--PAefbf~¥--Sf~fN6---Ae~~---BB~BRMfNfN8---~HA~ 

BbBe~RfeAb-P8WBR-PR8Baeee-B¥-~HB-PR8oBe~-fS-NBBBBB-ANB-HAS-A 

BBNBPfefAb--fMPAe~--eN--~HB--BNYfR8NMBN~~--AMBNBfN8-SBe~f8NS 

T5-i6-39¼-ANB-T5-i9-5637-MeA~ CONTINUING THE APPROPRIATION 

FOR THE CLEAN FUELS INFORMATION DEPOSITORY, DISTRIBUTION, 

AND MARKET DEVELOPMENT CENTER; AMENDING SECTION l, CHAPTER 

793, LAWS OF 1991; AND PROVIDING AN IMMEDIATE EFFECTIVE 

DATE. 11 

WHEREAS, the 52nd Legislature established and provided 

funds for a clean coal technology demonstration fund within 

~ ... ,_, ... ~ 
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the coal severance tax trust fund; and 

WHEREAS, the Billings MHD demonstration project was 

designated by the 52nd Legislature as a clean coal 

technology demonstration project eligible to receive a clean 

coal technology demonstration loan in the amount of $25 

million;-and 

WHBRBAS7---the---Bepartment--ef--Natara¼--Researees--and 

eenseryat¼en--has--the--aather¼t7--te--review---efean---eeai 

teehne¼eg7--demonstrat¼en--iean--appi¼eatiens--and--te--make 

reeemmendae¼efts--~e--the-~eg¼s¼aettre-eeneern¼ng-the-appre•a¼ 

ei-¼ean-reqtteets;-and 

WHBRBA.S7-the-Beper~ment-has-re¥iewed--the--¼oan--reqaes~ 

Erem--the--MHB--BeYeiepment-eerperat¼en-fer-the-Bi¼¼ings-MHB 

demenstrati,.c,n--pre;eet--and--reee111111ends--that--the--iean--be 

appre•ed-based-en-the-terms-and-eondit¼ens-preY¼ded-¼n--th¼s 

bi¼¼. 

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

NEW SECTION. Section 1. Definitions. As used in 

[sections l through 4 11, the following definitions apply: 

(1) "Billings MHD demonstration project" means the 

project to be developed by the MHD development corporation 

to commercially demonstrate the magnetohydrodynamics (MHD) 

technology and to produce electric power as described in the 

application for federal clean coal V funding submitted to 
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the U.S. department of energy by the MHD development 

corporation. THE METHODS DESCRIBED IN THE CLEAN COAL V 

APPLICATION FOR PRODUCTION OF ELECTRIC POWER PROVIDE FOR A 

PROCESS THAT WILL OPERATE WITH OR WITHOUT THE SUCCESSFUL 

DEMONSTRATION OF THE MHD TECHNOLOGY. 

(2) "Budget period" means a segment of time in which 

the Billings MHD demonstration project is expected to reach 

certain engineering, procurement, or construction milestones 

through the use of a designated amount of funds. 

(3) "Department" means the department of natural 

resources and conservation provided for in 2-lS-3301. 

(4) "Loan proceeds" 

development 

development 

project loan 

corporation 

means clean coal technology 

funds received by the MHD 

from the department as a result of 

passage and approval of (sections l through 4 11 and the 

execution of a loan agreement described in [sections l 

through 4 11-

(S) "MHD development corporation'* means the--company 

that--owns--the--MBB--teehno¼egy-and A CONSORTIUM OF PRIVATE 

COMPANIES that has applied to the u.s. department of energy 

for funding through the clean coal V funding program to 

commercially demonstrate the MHD technology through the 

development, engineering, construction, and operation of the 

Billings MHD demonstration project. 

(6) "MBD technology• means the intellectual property 
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used to construct the physical components, or processes that 

utilize those physical components, to produce electricity 

through the technology known as magnetohydrodynamics as 

described in the application for federal clean coal V 

funding. 

( 7) "Participating companies 11 means those corporate 

entities that have provided the technical expertise, 

component equipment, capital, or other assets or resources 

in the 

positions 

development 

of equity 

of the MHD 

ownership in 

technology, 

the MHD 

that hold 

development 

corporation, and that have transferred any proprietary 

¼nterest INTERESTS in the MHD technology that-they-may-ha•e 

at-ene-t¼me-peaaessed to the MHD development corporation to 

enable the MHD development corporation to commercially 

demonstrate the MHD technology through the development, 

engineering, construction, and operation of the Billings MHD 

demonstration project and to enable the MHD development 

corporation to engage in subsequent commercial applications 

of the MHD technology. 

(8) •senior debt creditor• means a lender or consortium 

of lenders that has provided a larger share of debt 

financing to the Billings MHD demonstration project than any 

other lender or consortium of lenders and that has properly 

assets of the Billings MHD secured its loan against the 

demonstration project or the MHD development corporation. 
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THE STATE OF MONTANA IS A SENIOR DEBT CREDITOR, 

NEW SECTION. Section 2. Approval of loan. A clean coal 

technology demonstration loan in the amount of $25 million 

is approved for the MHO development corporation to pay a 

portion of the costs involved in development, engineering, 

procurement, and construction related to the Billings MHD 

demonstration project if the loan agreement described in 

[section 3) is entered into by the department and the MHO 

development corporation. 

NEW SECTION. Section 3. Loan agreement. The department 

shall enter into a loan agreement with the MHD development 

corporation that includes the following provisions: 

(1) The amount of the loan is $25 million. 

(2) The loan agreement must be for a term of 25 years 

from the date it is signed by the parties or until all 

principal and interest have been retired, whichever occurs 

first. 

( 3) Loan proceeds may be applied to the costs of 

developing engineering specifications, procuring equipment, 

or constructing physical facilities or to other costs 

directly 

the U,S, 

related to negotiating for the final commitment of 

department of energy funding 

development and construction of the 

and for 

Billings 

the 

MHO 

demonstration project for the commercial demonstration of 

the MHO technology. 
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(4) Loan proceeds must be disbursed according to a 

series of scheduled budget periods. A disbursement may not 

be made prior to May l, 1993. The total amount of the loan 

may not be released in less than five disbursements. A 

disbursement may not exceed $10 million and may not be less 

than $400,000. 

( 5) The following matching funds requirements apply to 

the disbursement of loan proceeds: 

(a) Loan proceeds may not be disbursed unless the MHD 

development corporation has received a notice of award 

SELECTION from the U.S. department of energy stating that it 

has been selected to receive et-¼eest-$¼88-m¼¼¼¼oft AN AWARD 

through the federal clean coal V funding program. 

(b) Loan proceeds may not be disbursed for expenditure 

in any budget period unless the department has received 

satisfactory evidence that federal or private funds will be 

expended in that budget period in an amount that is at least 

four times greater than the amount of loan 

expended in that budget period, 

proceeds to be 

(c) No more than $8 million in loan proceeds may be 

disbursed unless the U.S. department of energy has issued a 

final authorization to proceed after project definition 

activities, as described in the federal clean coal V program 

offering notice, have been concluded and the department of 

energy has committed to spend the entire federal clean coal 
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V award amount allocated for the Billings MHD demonstration 

project. 

(d) Before disbursing loan proceeds in any budget 

period, the department must be satisfied that the matching 

funds requirement for the previous budget periods has been 

met. 

(6) tat-Sttb;eet-te-sttbseetien-t6ttbt7-interest INTEREST 

must accrue AND BE CAPITALIZED at the same-rate-as GREATER 

OF the rate applicable to TAXABLE 20-year general obligation 

bonds issued by the state on the date nearest in time to the 

date that the loan agreement is signed by the parties OR THE 

RATE PAYABLE TO OTHER SENIOR DEBT CREDITORS. 

tbt--~ne--tetai--interest--amottnt--may--net--e•eeed--$~8 

mi¼¼tcne 

(7) (a) Subject to subsections (7)(b) and (7)(c), the 

following sources must be used to pay the principal and 

interest payments on the loan: 

(i) up to 51 of gross fees or royalties derived from 

the sale, lease, or licensing of the MHD technology; and 

(ii) up to 8T951 0.51 of all revenue derived from the 

sale of component equipment that embodies the MHD 

technology. 

lb) Be9innin9-in-tne-iitn-year-aEter-tne-¼ean-agree111ent 

is--aigned--by-tne-parties-er-after-repayment-eb¼igatiens-te 

eenier-debt-eredi~ers-ha•e-been-sa~iefied7-whiehe•er--eeettrs 
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firat7--tne (I) THE MHD development corporation shall7-wnen 

tnere--ia--safEieient--easn---E¼ew---a•ai¼ab¼e---aEter---tne 

apprepriate---a¼¼ewanee--rer--tfte--payment--ef--taxea7 make 

payments to the department using revenue derived from the 

sale of electric power BP0N-~HB-eeeBRRBNeB-8P-~HB-PfRS~-eP 

~HB-P0bb6iifNS~ 

tAt--~HB-BBSfNNfNS-0P--~HB--ti~H--¥BAR--AP~BR--~HB--b0AN 

ASRBBM!!N~-fS-SfEINB9-B¥-~HB-PAR~fBS, 

tBt AS PART OF THE REPAYMENT OBLI~ATIONS TO SENIOR DEBT 

CREDITORS HAVB-BBBN-SA~fSPfBB,-SR 

tet--eHANSBS--fN--~HB--PRfeB--0P--BbBe~Rfef~¥--S0bB-AS-A 

RBSBb~-8P-PR06Be~-0PBRA~f0NSz-eHAN6BS-fN-BHPBNSBS-PAf8-AS--A 

RBSBb~--8P-PR06Be~-BPBRA~f0NS7-0R-e11ANSBS-fN-MHBR-PfNANefAb 

PAe'P0Rs--eABSB--NB~--eASH--Pb0il--':e0--BB--SRBA~BR--~HAN--~HA~ 

PR6ifBe~B9-':e0-BB-AVAfbABbB-AP~BR-MAKfNS-PBRf0Bfe-PA¥MBN~S--':e0 

SBNf0R--BBB~--eRB9f'l.'8RS--AN9--~HB--APPRBPRfA~B-Abh8WANeB-P0R 

~AHBS. 

1!..!l The payments must be made, WHEN THERE IS SUFFICIENT 

CASH FLOW AVAILABLE AFTER THE APPROPRIATE ALLOWANCE FOR THE 

PAYMENT OF TAXES, in amounts and according to a schedule to 

be agreed upon by the parties that is sufficient to ensure 

that the entire amount of principal and interest owed on the 

loan is fully retired by the 25th year after the loan 

agreement is signed. 

{c) If the department and the U.S. department of energy 
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both receive repayment from a source listed in subsection 

(7)(a)(i) or (7}(a)(ii), the department shall receive 

payment on a pro rata basis taking into account its 

financial contribution to the Billings MHD demonstration 

project compared to the contribution of the department of 

energy contribution. The percentage limit contained in 

subsection (7)(a)(i) or (7)(a)(ii) may not be exceeded. 

(8) fr EXCEPT AS PROVIDED IN SUBSECTION jl0l, IF at any 

time the principal and prorated interest amounts owing on 

the loan are retired, the loan is considered retired and 

further payments are not required to be made. There may not 

be a penalty associated with early repayment. 

(9) The payment of the principal and interest on the 

loan is governed by the following provisions: 

(a) Payments made from the sources listed in subsection 

(7)(a)(i) or (7)(a)(ii) before the time provided for in 

subsection (7)(b) must be FIRST applied to the principal of 

the loan THEN TO ANY INTEREST ACCUMULATED ON THE PRINCIPAL. 

(b) Payments made after the beginning of the time 

period provided for in subsection (7)(b) must be first 

applied to interest accumulated on the principal amount of 

the loan and any payments greater than the accumulated 

interest must be applied to the principal. 

(10) Notwithstanding the provisions of subsections (2), 

(6), and (8) and in addition to the requirement for the 
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payment of principal and interest contained in this section, 

the MHD development corporation shall pay to the department 

from the sources described in subsections (7)(a)(i) and 

(7)(a)(li) one-half of the amount of the loan proceeds 

disbursed as described in subsection (5)(c). This additional 

payment requirement must begin immediately after all 

principal and interest have been paid and continues until 

the appropriate amount has been paid, even if the loan 

agreement has expired. 

(lll NOTWITHSTANDING THE PROVISIONS OF SUBSECTIONS (3), 

(6), (7), AND j9), THE MHD DEVELOPMENT CORPORATION SHALL 

MAKE A PAYMENT TO THE DEPARTMENT NO LATER THAN JUNE 30, 

1994, AND A SECOND PAYMENT NO LATER THAN JUNE 30, 1995, FROM 

LOAN PROCEEDS IN AN AMOUNT EQUAL TO THE INTEREST THAT WOULD 

HAVE BEEN EARNED FOR THE GENERAL FUND FROM THE INVESTMENT OF 

THE AMOUNT OF THE CLEAN COAL TECHNOLOGY DEMONSTRATION FUNDS 

DISBURSED TO THE MHD DEVELOPMENT CORPORATION. THE PAYMENTS 

MUST BE DEPOSITED IN THE GENERAL FUND. THE PAYMENT PERIODS 

BEGIN ON THE DATE OF THE FIRST DISBURSEMENT UNDER THE LOAN 

AGREEMENT, THE FIRST PERIOD ENDS JUNE 30, 1994, AND THE 

SECOND PERIOD ENDS ON THE DATE THE U.S. DEPARTMENT OF ENERGY 

ISSUES A FINAL AUTHORIZATION TO PROCEED AS DESCRIBED IN 

SUBSECTION (5)jC) OR ON JUNE 30, 1995, WHICHEVER OCCURS 

FIRST. THE AMOUNT MUST BE CALCULATED BY THE DEPARTMENT WITH 

THE ASSISTANCE OF THE OFFICE OF BUDGET AND PROGRAM PLANNING, 
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BASED ON: 

(A) THE INTEREST RATE APPLICABLE TO THE INVESTMENT OF 

THE COAL SEVERANCE TAX PERMANENT FUND FOR THE DATES ON WHICH 

THE LOAN PROCEEDS WERE DISBURSED; 

(BJ THE AMOUNT OF DISBURSEMENT; AND 

(C) THE ACTUAL IMPACT ON THE GENERAL FUND. 

tlltilll The MHD development corporation shall pay all 

principal and interest owed to the state on the loan made to 

the KHO-Corette project pursuant to Chapter 793, Laws of 

1991. This repayment requirement is effective at the time 

the MHD development corporation has secured the total amount 

of financing necessary to initially capitalize the Billings 

MHD development project. Notwithstanding section 1(3), 

Chapter 793, Laws of 1991, $50,000 of the amount repaid 

under this subsection must be deposited in the state special 

revenue account created by 90-2-1104 for use by the 

department in administering the clean coal technology 

demonstration program. 

tlitilll The department may hold the following security 

positions if the positions are NOT subordinate to the 

security positions of senior debt creditors to the Billings 

NBD demonstration project: 

(a) a security position associated with any of the 

repayment sources listed in subsection (7); and 

(b) a security position in the sale of the assets of 

-11- BB 616 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0616/03 

the Billings MHD demonstration project. 

tl"t.l..!.!l (a) The department must be satisfied, before 

the loan agreement is entered into, that: 

(i) the MHD development corporation has acquired from 

the participating companies and other relevant parties 

ownership of a¼¼ rights and other positions of ownership 

related to the MHD technology that are sufficient to meet 

its repayment obligations under the loan agreement; and 

(ii) the projected level of initial capitalization, 

operating income, expenses, and other factors affecting the 

financial viability of the Billings MHD demonstration 

project is sufficient for the MHD development corporation, 

through its ownership and operation of the Billings MHD 

demonstration project, to operate the project AND TO MEET 

ITS REPAYMENT OBLIGATIONS TO CREDITORS. 

(b) The following protective positions must be 

contained in the loan agreement: 

(i) the provisions contained in subsection tl~ttet 

(14)(A) must be included; 

(ii) the requirements for repayment, reporting, and 

other obligations of the MHD development corporation under 

the loan agreement must be assigned to any party that may 

purchase the assets or otherwise receive ownership of the 

MHD technology or the Billings MHD demonstration pr~~ect; 

and 
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(iii) the obligations mttst-remain-in-eEEeet--dttring--the 

term-er EXTEND BEYOND the loan agreement. 

t¼+tiill The following reports must be required by the 

loan agreement: 

(a) During the time before the Billings MHD 

demonstration project begins operation, the MBD development 

corporation shall deliver to the department, within 30 days 

after the end of each disbttreement SEMIANNUAL period, a 

semisnntta¼ progress report briefly describing the status of 

the project, any significant events that occurred in the 

previous period, and a summary of the project's financial 

position. 

(b) After the project begins operation, the MHD 

development corporation shall deliver to the department 

reports of activities, financial statements, and other 

reports according to ~he-same requirements a~d-eefteda¼e-eha~ 

sre--app¼iesb¼e--to ESTABLISHED BY THE DEPARTMENT, THE 

REQUIREMENTS MAY NOT BE LESS THAN THOSE IMPOSED UPON the ANY 

OTHER senior debt creditor to the project. The reports must 

detail the amount of principal and interest owed to the 

department, any payments made to the department, any events 

that trigger a payment requirement related to the loan, and 

any other factor of significance related to the loan 

agreement. 

(c) The MHD development corporation shall provide to 
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the department an annual statement of any transaction OR THE 

ABSENCE OF ANY TRANSACTION related to the sale, lease, or 

licensing of the MHD technology and to the sale of component 

equipment manufactured for use in the MHD technology and an 

annual statement of any amount owed to the department as 

result of those activities. 
a 

(d) The department shall prepare and deliver a biennial 

report to the legislature describing the status of the loan 

agreement and the status o.f the project. 

t¼St.illl The terms of a repayment agreement established 

in relation to funds provided to the MHD development 

corporation for the Billings MHD demonstration project by 

the U.S. department of energy through the federal clean coal 

v funding program may not include an interest rate, security 

provision, or other term that increases the likelihood of 

repayment that is greater than that afforded to the 

department under the loan agreement. If the department 

considers that the terms related to the U.S. department of 

energy are more favorable than those established in the loan 

agreement, the department and the MHD development 

corporation shall amend the loan agreement to strengthen its 

provisions accordingly. 

H6tilll The terms and conditions described in 

subsections (1) through t¼St 1lil may not be construed as 

inclusive of all terms and conditions that may constitute 

-14- HB 616 



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0616/03 

the loan agreement. The department and-the-MHB-deve¼epment 

eerporatteft may include other terms and conditions tftey 

eensider IT CONSIDERS necessary if the other terms and 

conditions do not substantially alter 

described in this section~ 

t¼Hilll The department shall report 

the provisions 

to the first 

scheduled meeting of the legislative finance committee if: 

(a) the MHD development corporation chooses not to 

pursue the loan agreement; 

(b) the department and the MHD development corporation, 

after reasonable efforts, fail to agree on final terms and 

conditions of the loan agreement; or 

(c) other events reasonably preclude the ability of the 

parties to establish an agreement. 

NBW-SBe'ffBNT--Section 4~-Pari~~ty-and-i:,ewe-r--fteeeed----

beneEicia¼-under-ma;er-rac¼¼i~y-s¼t¼n~-eet~-~he-B¼¼¼¼ngs-MHB 

demeftstration-pre;eet-is-considered-te-meet-the-reqairements 

impesed-apon-the-beard-ei-natnra¼-resettreee-aftd-eeftservatien 

te-£ind-thatT 

t¼t--as---a--ene-time--demenstrat*on--pre;eet--Eor--th*s 

part*en¼ar--teehne¼ogyy--the--B*¼¼*ngs---MHB---demonstratien 

prejeet-is-a-needed-£ae*¼ity-nnder-T5-i6-36¼;-aftd 

tit--energ7--prodneed--by-the-Bi¼¼inge-MHB-demefletrat*on 

pre;eet-En¼£i¼¼s-the-eriteria-£er-need--and--£er--bene£¼e¼a¼ 

¼mpaet--on--the--eflv¼renment--as--reqn¼red--bJ-T5-i6-36¼-aftd 
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T5-i6-563T 

Section s~-seetien-T5-i6-38¼7-Mel,7-is-ameflded-te-read~-­

UiS-i8-38¼•--Beeisian-o£-board----£indings-neeessary-£er 

eertitieatien•-t½t-Within Bxeept-as-previded-in-fseetion-4tc 

within-68-days~a£ter-snbmission-0£-the-reeo11mended--dee¼s¼on 

by--the--hearing--ezaminer,--the--board--sha¼¼-make-eomp¼ete 

£indings7-issne-an-opinion,-and-render-a-deeision--ttpen--the 

reeord,--either-grant*ng-er-deny¼ng-the-app¼¼eatien-as-£i¼ed 

or-9ranting-it-npen-stteh-terme7-eonditiens7-or-medi£ieatiens 

0£--the--eeftetrnet*en7--eperat¼en7--er--ma¼ntenanee--e£--the 

£ae¼¼it7-as-the-board-eene¼dere-apprepriateT 

tit-~~he-board-ma7-net-grant--a--eert¼Eieate--either--as 

prepesed-b7-the-app¼¼eant-er-ae-medified-by-the-beard-nft¼ess 

¼t-sha¼¼-f¼nd-and-determ¼neT 

tat--the-bas¼s-e£-the-need-Eer-the-Eae¼¼it7; 

tbt--the-natnre-ef-the-prebab¼e-envirel'llllenta¼-impaet; 

tet--that--the--£aei¼ity-minim¼tes-adveree-enviroftlllenta¼ 

impaet7-een■idering-the-etate-0£--a•a¼¼ab¼e--teehno¼eg7--and 

tfte-natttre-and-eeenemiee-ef-the-varions-a¼ternatives; 

tdt--eaeh-e£-the-er¼teria-¼*sted-¼n-T5-i8-583; 

tet--¼n---the--eaae--e£--an--e¼eetr*e7--gas7--er--¼¼qn*d 

tranS111ission-¼ine-or-aquedttet~ 

tit--what-part7-i£-any7-e£-the-¼¼ne--er--aqnednet--sha¼¼ 

wi¼¼-be-¼oeated-nndergronnd; 

t¼¼t-that-the-£ae*¼ity-*s-eess¼stent-w¼th-reg¼ena¼-~¼ans 
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£or-expansion-of-the-appropriate-grid-of-the-utility-systems 

serv¼ng-the-state-and-¼ntereenneeted-ut¼¼ity-systems;-and 

tiiit-that--the--faeility--will--ser¥e--the-interests-o£ 

utility-system-eeenemy-and-reliability7 

tft--that-the--loeation--ef--the--faeility--as~-propesed 

eonforms--to-applieable-state-and-loeal-laws-and-regttlations 

issued-therettnder7-exeept-that-the-board-111By-re£use-to-apply 

any-leeal-law-or-regnlation-i£-it-£inds-that7-as-applied--te 

the-proposed-faeility7-the-law-or-regnlation-is-nnreaaonably 

restrietive--in--•¼ew-0£-the-existing-teehno¼ogyT-0£-faetors 

0£-eost-or-eeonem¼es7-0r-0£-the-needs-0£-eonsnmers7--whether 

loeated---inside---or---eutside--of--the--direetly--affeeted 

go•erftlllent-subdi•isions, 

tgt--that-the-faeility-will-ser•e-the--pttblie--interest7 

eon•en¼enee7-■nd-neeess¼ty; 

tht--that--the--department--of-heaith-or-board-ef-health 

ha•e-issaed-a-dee¼s¼on7-op¼nion,--order7--eertifieation7--or 

permit-as-reqttired-by-i5-i8-il6t3t7-and 

tit--that--the--use--ef-pttblie-lands-fer-leeation-of-the 

faei¼ity--was--e•a¼aated--and--pnb¼¼e--¼ands--were--se¼eeted 

whene•er-the¼r-ttse-is-as-eeenemiea¼¼y-praetieab¼e-as-the-ase 

of-pri•ate--¼ands--and--eompat¼b¼e--with--the--en•ironmenta¼ 

eriterie-listed-in-iS-i&-583. 

t3t--¼n--determining--thst--the--£aeiiity-will-ser•e-the 

pab¼¼e-¼nterest,-eon•en¼enee,-and-necessity-~nder-sabsection 
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tittgt-0£-this-seetion7-the-board-shall-eonsider~ 

tat--the-items-listed-in-sttbseetions-tittat--end--tittbt 

ef-tftie-seet¼on~ 

tbt--the---benefits--to--the--applieent--and--the--state 

resa¼ting-£rom-the-proposed-£aei¼ity; 

tet--tfte-e££eets-e£-the-ecenom¼e-aet¼vity-resa¼ting-£rom 

the-proposed-raeiiity7 

tdt--the-effeets-ef-the-prepesed-reeility-en-the--pttblie 

heelth7-weifere7-end-safety~ 

tet--any-other-faeters-that-it-eensiders-relevant. 

t4t--eeneideratiens--0£--need7--pab¼ic--need7--or-pab¼ie 

cen•enience-and-necessity-and-demonstration-thereo£--by--the 

epplieent-sheli-apply-only-to-utility-faeilities.• 

Sec~~-seeti0ft-15-i8-5837-M€A7-is-emended-to-read~--

•1s-i8-583.--HnviroM1ental--£aetors-e¥alttated. in Hxeept 

as-pro•ided-in-tseetion-4i7-in-e•a¼aating-¼ong-ran9e--p¼ans, 

eendaet¼ng--S-year-s¼te-re¥¼ews7-and-e•a¼aating-app¼ieations 

fer--eertifieates7--the--board--and--department--shall--give 

censideratien--to--the--fol¼owing--¼iet---el---environmentel 

£aetors7--where--applieable7--and--may--by--rttle--edd-te-the 

eategeries-ot-tftis-seet¼en~ 

tlt--energy-needs~ 

tat--growtft-in-demand-and-pre;eetiene-ef-need; 

tbt--a•a¼labiiity--and---desirabi¼ity---or---a¼~ernati¥e 

soarees-ef-energy; 
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tdt--mon¼tor¼n~--adeqttaey--0£---de•¼ees---and---samp¼¼n~ 

teehn¼qnes; 

tTt--no½se-¼mpacts~ 

tat--eonstrnet¼on-per¼od-¼e•e¼s7 

tbt--eperatiena¼-¼e•e¼s; 

tct--re¼at¼onsh±p--of-present-and-pre;ccted-ne±se-¼e•e¼s 

te-existing-and-petent½a¼-strieter-noise-standard&~ 

tdt--meniter¼ng--adeq~aey-ef-de•iees-and-metftods.• 

SECTION 4. SECTION 1, CHAPTER 793, LAWS OF 1991, IS 

AMENDED TO READ: 

"Section l. Appropriation~ (1) There is appropriated 

$750,000 from the local impact account, to be used _by June 

30, 1993, as provided in subsection (2). 

(2) (a) There is appropriated $500,000 from the local 

impact account to eastern Montana college to be used by June 

30, ¼993 1995, to provide funding for a clean fuels 

information depository, distribution, and market development 

center at eastern Montana college. The center shall focus on 

19 all available clean coal technology information worldwide in 

20 order to allow Montana to become a leader in the field of 

21 clean fuels technology information and marketing. The clean 

22 fuels information center shall enhance the current 

23 technology research and development being conducted in the 

24 Montana university system. 

25 (b) There is appropriated $250,000 from the local 
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impact account to the department of natural resources and 

conservation to be used by June 30, 1993, for the loan 

described in subsection (2). 

(3) A loan of $250,000 to the MHD-Corette project is 

approved at an interest rate of 12\ compounded annually. The 

loan must be matched on a l-to-1 basis from nonstate 

appropriated sources, used for developing the project's 

application to receive clean coal technology program funding 

from the U.S. department of energy, and repaid to the state 

special revenue fund for state equalization aid to public 

schools from revenue the project's owner derives from the 

sale or licensing of the MHD technology or from the sale, 

lease, or licensing of the project. The total debt of the 

project related to this loan may not exceed 2 1/2 times the 

loan amount." 

NEW SECTION. Section 5. Bffective date. [This act J is 

effective on passage and approval. 

-End-

-24- HB 616 



SENATE STANDING COMMITTEE REPORT 

MR. PRESIDENT: 

Pagel of 4 
April 12, 1993 

We, your committee on Taxation having had under consideration 
House Bill No. 616 jthird reading copy -- blue), respectfully 
report that House Bill No. 616 be amended as fo~ows And as so 
amended be concurred in. ,.1.1 / 

Signed: 11rv ~~.s;::==-:' 
Senal.,....- u~"'Lu!,~- ""'~--

That such amendments read: 

1. Title, line 20. 
Following: "AMENDING" 
Insert: "SECTION 17-5-703, MCA, SECTION 11, CHAPTER 722, LAWS OF 

1991, AN0 11 

2. Page 5, line l. 
Strike: line 1 in its entirety 

3. Page 7, lines 8 and 9. 
Following: "a'S" on line 8 
Strike: remainder of line 8 through "OF 11 on line 9 
Insert: •same rate as~ 

4. Page 7, lines 11 and 12. 
Following: "parties" on line 11 
Strike: remainder of line 11 through 11 CREDITO_B~" on line 12 

5. Page a, line l. 
Strike: "..L!.l" 
Following: "shall" 
Insert: ", when there is sufficient cash flow after the 

appropriate allowance for the payment of taxes,• 

6. Page 8, line 9. 
Strike: "AS PART OF TBE" 
Insert: "upon the occurrence of any of the following: 

li) the beginning of the 17th year after the loan agreement 
is signed by the parties; 

(ii)" 

7. Page 8, line 10. 
Following: "CREDITORS" 
Insert: "have been satisfied; 

(iii) changes in the price of electricity sold as a result 
of project operations, changes in expenses paid as a result of 
project operations, or changes in other financial factors cause 
net cash flow to be greater than that projected to be available 

~ Amd. Coard. 
~Sec.of Senate 

Towe 
Senator Carrying Bill 801457SC. Sma 

Page 2 of 4 
April 12, 1993 

after making periodic payments to senior debt creditors and the 
appropriate allowance for taxes: or 

(iv) the successful completion of the MHD technology 
demonstration" 

8. Page 8, lines 18 through 20. 
Strike: "@" on line 18 
Insert: 11 (c) 
Following: "made 11 on line 18 
Strike: remainder of line 18 through 
Renumber: subsequent subsection 

9. Page 9, line 8. 
Following: line 7 

L on line 20 

Insert: "(e) The payment made upon completion of the MHD 
technology demonstration must be a minimum of S250,000 per 
year, are owed only for a year in which the MHD technology 
operates at least 501 of the year, and must be paid in full 
by March 31 of the fallowing year." 

10. Page 11, line 20. 
Strike: "are NOT subordinate to" 
Insert: "do n~impair .. 

11. Page 23, line 9. 
Following: line B 
Insert: "Section 4. Section 17-5-703, MCA, is amended to read: 

•11-5-703. Coal severance tax trust funds. (1) The trust 
established under Article IX, section 5, of the Montana 
constitution shall be composed of the following funds: 

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

(b) a treasure state endowment fund; 
(c) a clean coal technology demonstration fund, 
(d) a coal severance ta~ permanent fund; 
(e) a coal severance tax income fund; and 
(f) a coal severance tax school bond contingency loan fund. 
(2) The state treasurer shall determine the amount 

necessary to meet all principal and interest payments on bonds 
payable from the coal severance tax bond fund on the next two 
ensuing semiannual payment dates and retain that amount in the 
coal severance tax bond fund. 

(3) (a) On January 21, 1992, and continuing as long as any 
school district bonds secured by state loans under 20-9-466 are 
outstanding, the state treasurer shall from time to time and as 
provided in subsection (3)(b) transfer from the coal severance 
tax bond fund to the coal severance tax school bond contingency 

SENATE 
ffd 1,1'1 
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loan fund any amount in the coal severance tax bond fund in 
excess of the amount that is specified in subsection (2) to be 
retained in the fund. 

(b) The state treasurer shall transfer the amount referred 
to in subsection (3)(a) until and unless the balance in the coal 
severance tax school bond contingency loan fund is equal to the 
amount due as principal of and interest on the school di$trict 
bonds secured by state loans under 20-9-466 during the next 
following 12 months, 

(4) Beginning July 1, 1991, and ending June 30, 1997, from 
any amount in the coal severance tax bond fund in excess of the 
amount that is specified in subsection (2) to be retained in the 
fund and in excess of any amount that is required to be 
transferred by subsection (3), the state t1easu1e1 department of 
revenue shall, u n re uest from the de rtment of natural 
resources and conservation, trans er an amount 
not exceediug ~ $5 million per fiscal year to the clean coal 
technology demonstration fund. 

(5) Beginning July 1, 1993, and ending June 30, 2013, the 
state treasurer shall transfer to the treasure state endowment 
fund any amount in the coal severance tax bond fund in excess of 
the amount that is specified in subsection (2) to be retained in 
the fund and in excess of amounts that are transferred pursuant 
to subsections (3) and (4). 

(6) (a) Beginning July 1, 1993, and ending June 30, 2013, 
the state treasurer shall from time to time transfer to the coal 
severance. tax permanent fund 50\ of the principal transferred 
from the coal severance tax bond fund to the treasure state 
endowment fund in the preceding year. 

(b) The state treasurer shall annually transfer to the 
treasure state endowment special revenue account the amount of 
interest earnings required to meet the obligations of the state 
that are payable from the account in accordance with 90-6-710. 
Interest earnings not transferred to the treasure state endowment 
_special revenue account must be retained in the treasure state 
endowment fund.• 

Section 5. Section 11, Chapter 722, Laws of 1991, is amended 
to read: 

"Section 11. Transfer of funds. There is transferred from 
the coal severance tax permanent fund~ $25 million~ 
request of the department of natural resources and conservation, 
to the clean coal technology demonstration fund for pro1ects 
approved pursuant to the erovlsions of (sections~ through 10]."" 
Renumber: subsequent sections 

12, Page 23, lines 12 and 13. 
Following; "used" 
Strike: remainder of line 12 through "1993," on line 13 

801457SC.Sma 

13. Page 24, line 3. 
Strike: 11 (2)" 
Insert: "(3)" 

-END-

Page 4 of 4 
April 12, 1993 

801457SC.Sma 



SENATE COMMITTEE 01!' THE WHOLE AMENDMENT 

April 14, 1993 9:04 am 

Mr. Chairman: I move to amend House Bill No. 616 (third reading 
copy -- blue). 

REJECT 

That such amendments read: 

1. Page 7, line 7. 
Following: "(6)" 
Insert: "(a)" 
Strike: "INTEREST" 

~;·:-:--~ 
Signed: ~~ (~j -----=----=-------Sen at or Thomas Towe 

• 

Insert: "SubJect to subsection (6)(b), interest" 

2. Page 7, line 14. 
Following: "1nillion." 
Insert: "(b)(i) The interest rate must be established by taking 

into account the credit provided for in subsection 
(6)(b)(ii), the direct income to the state from coal 
severance taxes from coal used by the project, corporate 
income taxes related to project construction, and corporate 
and individual income taxes related to the operation of the 
project. The interest rate may not be less than the rate 
stated in subsection (6)(a) as adjusted by the total amount 
of the credit available pursuant to subsection (6)(b)(ii). 
(ii) The MHD development corporation must receive a credit 
against the interest rate in subsection (6)(a) at a rate of 
.05% for each job certified by the MHD corporation to be 
created by the Billings MHD demonstration project up to a 
total credit of 2.5%." 

-END-

/ft- Amd. Coo rd. 

flt, !,JI, 

SENATE 
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HOUSE BILL NO. 616 

INTRODUCED BY DRISCOLL, FORRESTER, R. JOHNSON, HARRINGTON, 

LYNCH, SIMON, MENAHAN, PAVLOVICH, QUILICI, DAILY, JACOBSON, 

BECK, WHALEN, MCCULLOCH, SCHYE, BLAYLOCK, RYE, HARP, 

CRIPPEN, HAGER, WINSLOW, BOHLINGER, STOVALL, MOLNAR, 

MILLS, FAGG, VOGEL 

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING A CLEAN COAL 

TECHNOLOGY DEMONSTRATION LOAN TO THE MHD DEVELOPMENT 

CORPORATION; ESTABLISHING TERMS AND CONDITIONS AROUND WHICH 

A LOAN AGREEMEN'l' BE'l'liEEN THE DEPARTMENT OF NATURAL RESOURCES 

AND CONSERVATION AND THE MUD DEVELOPMENT CORPORATION WILL BE 

ESTABLISHED; BB'l'BRMfNfli6-'PIIAY-YHB-Bfbbfli69-MH8-BBMBNS~RA~f8N 

PRe.JBeY--fS--A-NHBBBB-PAefbfYY-BNBBR-YHB-RBEIBfRBMBNYS-8P-~HB 

MBNYAIIA--MAo8R--PAefbfYY--9fYfll6---AeY7---BB'l'BRMfNfN6---~HAY 

BbBeYRfeAb-P8WBR-PR6BlleBB-BY-YBB-PRe.JBeY-f9-NBBBBB-ANB-HA9-A 

BBNBPfefAb--fMPAeY--eN--YBB--BNYfRBNMBNY7--AMBNBfN8-SBe~fBNS 

~5-i8-38l-ANB-~5-i8-583T-MeA7 CONTINUING THE APPROPRIATION 

FOR THE CLEAN FUELS INFORMATION DEPOSITORY, DISTRIBUTION, 

AND MARKET DEVELOPMENT CENTER; AMENDING SECTION 17-5-703, 

MCA, SECTION 11, CHAPTER 722 1 LAWS OF 1991, AND SECTION 1, 

CHAPTER 793, LAWS OF 1991; AND PROVIDING AN IMMEDIATE 

EFFECTIVE DATE.• 

WHEREAS, the 52nd Legislature established and provided 
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funds for a clean coal technology demonstration fund within 

the coal severance tax trust fund; and 

NHEREAS, the Billings MHD demonstration project was 

designated by the 52nd Legislature as a clean coal 

technology demonstration project eligible to receive a clean 

coal technology demonstration loan in the amount of $25 

million,-and 

WHBRBAS7--the--Bepartmen~--ef--Natnra¼---Reao~rcea---and 

eenaer•e~ien---ftae---tfte--e~tftor¼ty--te--re•iew--e¼ean--cea¼ 

teenno¼ogy--de■onatration--¼oan--app¼icatione--and--to--make 

reeomaendaeione-eo-~he-beg¼s¼atare-eoneern¼ng--the--apprevai 

of-toan-reqaeste7-and 

WBBRBABT--tne--Bepart■ent--naa-re•iewed-tne-¼oan-reqaest 

from-tne-MBB-Be•elopaent-eorporation-for--the--Billings--MHB 

de■onatration--pro;eet--and--reeo■■ends--tllat--tne--loan--be 

appro•ed--baeed-on-tne-terms-and-eonditiona-pro•ided-in-this 

bitt, 

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

NEW SECTION. Section 1. Definitions. As used in 

[sections l through 4 11, the following definitions apply: 

(1) "Billings MHD demonstration project" means the 

project to be developed by the MHD development corporation 

to commercially demonstrate the magnetohydrodynamics (MHD) 

technology and to produce electric power as described in the 
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application for federal clean coal V funding submitted to 

the U.S. department of energy by the MHD development 

corporation. THE METHODS DESCRIBED IN THE CLEAN COAL V 

APPLICATION FOR PRODUCTION OF ELECTRIC POWER PROVIDE FOR A 

PROCESS THAT WILL OPERATE WITH OR WITHOUT THE SUCCESSFUL 

DEMONSTRATION OF THE MHD TECHNOLOGY. 

(2) "Budget period" means a segment of time in which 

the Billings NBD deaonstration project is expected to reach 

certain engineering, procurement, or construction milestones 

through the use of a designated aaount of funds. 

(3) "Department• means the department of natural 

resources and conservation provided for in 2-15-3301. 

(4) •toan proceeds• means clean coal technology 

development project loan funds received by the MHD 

development corporation from the department as a result of 

passage and approval of (sections l through 4 11 and the 

execution of a loan agreement described in (sections l 

through 4 11-

(S) "MHD development corporation" means the-company 

thet-owna-the-MH&--teehnoiog7-end A CONSORTIUM OF PRIVATE 

COMPANIES that has applied to the U.S. department of energy 

for funding through the clean coal V funding program to 

c0111111ercially demonstrate the MHD technology through the 

development, engineering, construction, and operation of the 

Billings MHD deaonatration project. 
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(6) "MHD technology" means the intellectual property 

used to construct the physical components, or processes that 

utilize those physical components, to produce electricity 

through the technology known as magnetohydrodynamics as 

described in the application for federal clean coal v 

funding. 

(7) "Participating companies" means those corporate 

entities that have provided the technical expertise, 

component equipment, capital, or other assets or resources 

in the development of the MHD technology, that hold 

positions of equity ownership in the MHD development 

corporation, and that have transferred any proprietary 

interest INTERESTS in the MHD technology thet-the7-mo7--he•e 

et--ene-t¼■e-pesaeaaed to the MHD development corporation to 

enable the MHD development corporation to commercially 

demonstrate the MHD technology through the development, 

engineering, construction, and operation of the Billings MHD 

demonstration project and to enable the MHD development 

corporation to engage in subsequent commercial applications 

of the MHD technology. 

(8) •senior debt creditor" means a lender or consortium 

of lenders that has provided a larger share of debt 

financing to the Billings MHD demonstration project than any 

other lender or consortium of lenders and that has properly 

secured its loan against the assets of the Billings MHD 

-4- HB 616 
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demonstration project or the MHD development corporation. 

~BB-S~A~B-e~-Mell~ANA-fS-A-8BNf8R-BBB~-eRBBf'l'8R. 

NEW SECTION. Section 2. Approval of loan. A clean coal 

technology demonstration loan in the amount of $25 million 

is approved for the MHD development corporation to pay a 

portion of the costs involved in development, engineering, 

procurement, and construction related to the Billings MHD 

demonstration project if the loan agreement described in 

[section 3] is entered into by the department and the MHD 

development corporation. 

NEW SECTION. Section 3. Loan agreeaent. The department 

shall enter into a loan agreement with the MHD development 

corporation that includes the following provisions: 

(l) The amount of the loan is $25 million. 

(2) The loan agreement must be for a term of 25 years 

from the date it is signed by the· parties or until all 

principal and interest have been retired, whichever occurs 

first. 

(3) Loan proceeds may be applied to the costs of 

developing engineering specifications, procuring equipment, 

or constructing physical facilities or to other costs 

directly related to negotiating for the final commitment of 

the U.S. department of energy funding and for the 

development and construction of the Billings MHD 

demonstration project for the commercial demonstration of 
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the MHD technology. 

(4) Loan proceeds must be disbursed according to a 

series of scheduled budget periods. A disbursement may not 

be made prior to May 1, 1993. The total amount of the loan 

may not be released in less than five disbursements. A 

disbursement may not exceed $10 million and may not be less 

than $400,000. 

(5) The following matching funds requirements apply to 

the disbursement of loan proceeds: 

(a) Loan proceeds may not be disbursed unless the MHD 

development corporation has received a notice of award 

SELECTION from the U.S. department of energy stating that it 

has been selected to receive at-least-$188-■illion AN AWARD 

through the federal clean coal V funding program. 

(b) Loan proceeds may not be disbursed for expenditure 

in any budget period unless the department has received 

satisfactory evidence that federal or private funds will be 

expended in that budget period in an amount that is at least 

four times greater than the amount of loan proceeds to be 

expended in that budget period. 

(c) No more than $8 million in loan proceeds may be 

disbursed unless the U.S. department of energy has issued a 

final authorization to proceed after project definition 

activities, as described in the federal clean coal V program 

offering notice, have been concluded and the department of 
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energy has committed to spend the entire federal clean coal 

v award amount allocated for the Billings MHD demonstration 

project. 

Id) Before disbursing loan proceeds in any budget 

period, the department must be satisfied that the matching 

funds requirement for the previous budget periods has been 

met. 

(6) tatfil Sabjeet--te--aubseet¼on---t6ttbt,---interest 

¼lffBRB99 SUBJECT TO SUBSECTION (6)(8), INTEREST must accrue 

AND BE CAPITALIZED at the a-e-rate-as SRBA9BR-eP SAKE RATE 

AS the rate applicable to TAXABLE 20-year general obligation 

bonds issued by the state on the date nearest in time to the 

date that the loan agreement is signed by the parties 8R-9HB 

RA9B-PA¥ABbB-98-MBBR-9BNf8R-9BB9-eRBBi98R9. 

tbt--9~e--tota¼--intereat--aaount--,uy--not--e~eeed--$i8 

mi¼¼iOftT (B) (I) THE INTEREST RATE MUST BE ESTABLISHED BY 

TAKING INTO ACCOUNT THE CREDIT PROVIDED FOR IN SUBSECTION 

(6)(B)(II), THE DIRECT INCOME TO THE STATE FROM COAL 

SEVERANCE TAXES FROM COAL USED BY THE PROJECT, CORPORATE 

INCOME TAXES RELATED TO PROJECT CONSTRUCTION, AND CORPORATE 

AND INDIVIDUAL INCOME TAXES RELATED TO THE OPERATION OF THE 

PROJECT. THE INTEREST RATE MAY NOT BE LESS THAN THE RATE 

STATED IN SUBSECTION (6)(A) AS ADJUSTED BY THE TOTAL AMOUNT 

OF THE CREDIT AVAILABLE PURSUANT TO SUBSECTION (6)(0)(11). 

illl THE MBD DEVELOPMENT CORPORATION MUST RECEIVE A 
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CREDIT AGAINST THE INTEREST RATE IN SUBSECTION (6)(A) AT A 

RATE OF 0,05\ FOR EACH JOB CERTIFIED BY THE MHD CORPORATION 

TO BE CREATED BY THE BILLINGS MBD DEMONSTRATION PROJECT UP 

TO A TOTAL CREDIT OF 2,5\. 

( 7) (a) Subject to subsections (7)(b) and (7 )(c), the 

following sources must be used to pay the principal and 

interest payments on the loan: 

( i) up to 51 of gross fees or royalties derived from 

the sale, lease, or licensing of the MHD technology; and 

(ii) up to 8T85. 0.5\ of all revenue derived from the 

sale of component equipment 

technology. 

that embodies the MHD 

{b) Beginning-in-the-¼~th-year-a£ter-the-ioan-agreement 

is--signed--by-the-parties-or-arter-repayment-obt±gations-to 

aenior-debt-ereditera-ha•e-been-satis£ied7-whiehever--oeeara 

rirst7--the 1!i THE MHO development corporation shall, WHEN 

THERE IS SUFFICIENT CASH FLOW AFTER THE APPROPRIATE 

ALLOWANCE FOR THE PAYMENT OF TAXESL7--when--there--is 

sarrieient--eash--rtow--ayai¼abte--arter---the---appropr±ate 

a¼towanee--ror--the--payment--or-ta~es7 make payments to the 

department using revenue derived from the sale of electric 

power HPEIN-9HB-eeeeRRHNeH-8P-9HB-PfRS9-8P-9BB-P8bb8W¼H8T 

tAt--9BB--BBSiHN¼N8--8P--THB--¼~9H--¥BAR--AP9BR-THB-b8AH 

ASRBBMBH9-¼9-S¼8HBB-B¥-9HB-PAR9¼BS7 

tBt--A9-PAR9-8P-THB UPON THE OCCURRENCE OF ANY OF THE 
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FOLLOWING: 

(IJ THE BEGINNING OF THE 17TH YEAR AFTER THE LOAN 

AGREEMENT IS SIGNED BY THE PARTIES; 

(II) REPAYMENT OBLIGATIONS TO SENIOR DEBT CREDITORS HAVE 

BEEN SATISFIED; 

(Ill) CBANGES IN THE PRICE OF ELECTRICITY SOLD AS A 

RESULT OF PROJECT OPERATIONS, CHANGES IN EXPENSES PAID AS A 

RESULT OF PROJECT OPERATIONS, OR CHANGES IN OTHER FINANCIAL 

FACTORS CAUSE NET CASH FLOil TO BE GREATER THAN THAT 

PROJECTED TO BE AVAILABLE AFTER MAKING PERIODIC PAYMENTS. TO 

SENIOR DEBT CREDITORS AND THE APPROPRIATE ALLOWANCE FOR 

TAXES; OR 

(IV) THE SUCCESSFUL COMPLETION OF THE MHD TECHNOLOGY 

DEMONSTRATION BAYB-BBBN-SATtSPtBB~-BR 

tet--eBAN8BS-fN-THB--PRtes--eP--BbBeTRtetT¥--S8bB--AS--A 

RBSHbT--8P-PR8dBeT-8PBRATt8NS7-eHANSBS-tN-BllPBNSBS-PAtB-AS-A 

RBSHbT-8P-PR8dBe~-ePBRATt8NSz-8R-eBAN8BS-tN-~HBR--PtNANetAb 

PAe'1'8RS--eAHSB--NBT--eASH--Pb8W--'1'8--BB--8RBATBR--THAN--THAT 

PR8dBeTBB--TB-BB-AYAfbAllbB-AP'fBR-MAfft!i8-PBRf8Bte-PA¥MBN¥S-Te 

SBNt8R-BBBT-eRBBt'l'8RS--ANB--THB--APPR8PRfATB--Abb8WAN€8--P8R 

TAllBS. 

ttttlCl The payments must be made,--ilHBN--THBRB--tS 

SHPPtetBNT--eASH--Pb811--AYAtbABbB--AP¥BR---THB---APPR8PRtATB 

Abb8WAN€B-P8R-THB-PA¥MBNT-8P-TAllBSz in amounts and according 

to a schedule to be agreed upon by the parties that is 
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sufficient to ensure that the entire amount of principal and 

interest owed on the loan is fully retired by the 25th year 

after the loan agreement is signed. 

tet!Ql If the department and the U.S. department of 

energy both receive repayment from a source listed in 

subsection (7)(a)(i) or (7)(a)(ii), the department shall 

receive payment on a pro rata basis taking into account its 

financial contribution to the Billings MHO demonstration 

project compared to the contribution of the department of 

energy contribution. The percentage limit contained in 

subsection (7)(a)(iJ or (7)(a)(ii) may not be exceeded. 

(El A PAYMENT MADE UPON COMPLETION OF THE MHD 

TECHNOLOGY DEMONSTRATION MUST BE A MINIMUM OF $250,000 PER 

YEAR, IS Oi!ED ONLY FOR A YEAR IN i!HICH THE MHD TECHNOLOGY 

OPERATES AT LEAST 50\ OF THE YEAR, AND MUST BE PAID IN FULL 

BY MARCH 31 OF THE FOLLOWING YEAR. 

(B) ff EXCEPT AS PROVIDED IN SUBSECTION (10), IF at any 

time the principal and prorated interest amounts owing on 

the loan are retired, the loan is considered retired and 

further payments are not required to be made. There may not 

be a penalty associated with early repayment. 

(9) The payment of the principal and interest on the 

loan is governed by the following provisions: 

(a) Payments made from the sources listed in subsection 

(7)(a)(i) or (7)(a)(ii) before the time provided for in 

-10- HB 616 
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subsection (7)(b) must be .!'.!.!!lIT. applied to the principal of 

the loan, THEN TO ANY INTEREST ACCUMULATED ON THE PRINCIPAL. 

(b) Payments made after the beginning of the time 

period provided for in subsection 17)1b) must be first 

applied to interest accumulated on the principal amount of 

the loan and any payments greater than the accumulated 

interest must be applied to the principal. 

(10) Notwithstanding the provisions of subsections 12), 

(6), and (8) and in addition to the requirement for the 

payment of principal and interest contained in this section, 

the JIHD development corporation shall pay to the department 

from the sources described in subsections (7)(a)li) and 

(7)(a)(ii) one-half of the amount of the loan proceeds 

disbursed as described in subsection (5)(c). This additional 

payment requirement must begin immediately after all 

principal and interest have been paid and continues until 

the appropriate amount has been paid, even if the loan 

agreement has expired. 

(11) NOTWITHSTANDING THE PROVISIONS OF SUBSECTIONS (3), 

(6), (7) 1 AJID (9) 1 THE MBD DEVELOPMENT CORPORATION SHALL 

MAKE A PAYMENT TO THE DEPARTMENT NO LATER THAN JUNE 30, 

1994, ANO A SECOND PAYMENT NO LATER THAN JUNE 30, 1995, FROM 

LOAN PROCEEDS IN All AMOUNT EQUAL TO THE INTEREST THAT WOULD 

HAVE BEEN EARNED FOR THE GENERAL FUND FROM THE INVESTMENT OF 

THE AMOUNT OF THE CLEAJI COAL TECHNOLOGY DEMONSTRATION FUNDS 
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DISBURSED TO THE MHO DEVELOPMENT CORPORATION. THE PAYMENTS 

MUST BE DEPOSITED IN THE GENERAL FUND. THE PAYMENT PERIODS 

BEGIN ON THE DATE OF THE FIRST DISBURSEMENT UNDER THE LOAN 

AGREEMENT, THE FIRST PERIOD ENOS JUNE 30, 1994, AND THE 

SECOND PERIOD ENOS ON THE DATE THE U.S. DEPARTMENT OF ENERGY 

ISSUES A FINAL AUTHORIZATION TO PROCEED AS DESCRIBED IN 

SUBSECTION (S)(C) OR ON JUNE 30, 1995, WHICHEVER OCCURS 

FIRST. THE AMOUNT MUST BE CALCULATED BY THE DEPARTMENT WITH 

THE ASSISTANCE OF THE OFFICE OF BUDGET ANO PROGRAM PLANNING, 

BASED ON: 

(Al THE INTEREST RATE APPLICABLE TO THE INVESTMENT OF 

THE COAL SEVERANCE TAX PERMANENT FUND FOR THE DATES ON WHICH 

THE LOAN PROCEEDS WERE DISBURSED; 

(Bl THE AMOUNT OF DISBURSEMENT; ANO 

(C) THE ACTUAL IMPACT ON THE GENERAL FUND. 

tlltl!ll The MHD development corporation shall pay all 

principal and interest owed to the state on the loan made to 

the MHD-Corette project pursuant to Chapter 793, Laws of 

1991. This repayment requirement is effective at the time 

the MHD development corporation has secured the total amount 

of financing necessary to initially capitalize the Billings 

MBO development project. Notwithstanding section 1(3), 

Chapter 793, Laws of 1991, $50,000 of the amount repaid 

under this subsection must be deposited in the state special 

revenue account created by 90-2-1104 for use by the 

-12- HB 616 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0616/04 

department in administering the clean coal technology 

demonstration program. 

t¼iti!l.l The department may hold the following security 

positions if the positions are N99 sttbcrd¼nate-~o ~ 

IMPAIR the security positions of senior debt creditors to 

the Billings NBD demonstration project: 

(a) a security position associated with any of the 

repayment sources listed in subsection (7); and 

(b) a security position in the sale of the assets of 

the Billings MHD demonstration project. 

t¼~ti!il (a) The department must be satisfied, before 

the loan agreement is entered into, that: 

(i) the NBD development corporation has acquired from 

the participating companies and other relevant parties 

ownership of a¼¼ rights and other positions of ownership 

related to the NBD technology that are sufficient to meet 

its repayment obligations under the loan agreement; and 

(ii) the projected level of initial capitalization, 

operating income, expenses, and other factors affecting the 

financial viability of the Billings NBD demonstration 

project is sufficient for the MHD development corporation, 

through its ownership and operation of the Billings MHD 

demonstration project, to operate the project AND TO MEET 

ITS REPAYMENT OBLIGATIONS TO CREDITORS. 

(b) The following protective positions must be 
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(i) the provisions contained 

(14)(A) must be included: 

in 

HB 0616/04 

subsection tBttat 

(ii) the requirements for repayment, reporting, and 

other obligations of the MHD development corporation under 

the loan agreement must be assigned to any party that may 

purchase the assets or otherwise receive ownership of the 

MBD technology or the Billings MHD demonstration project; 

and 

(iii) the obligations mttst-remain-in-e££eet-daring-the 

ter■-Df EXTEND BEYOND the loan agreement. 

t¼4tilll The following reports must be required by the 

loan agreement: 

(a) During the time before the Billings MHD 

demonstration project begins operation, the MHD development 

corporation shall deliver to the department, within 30 days 

after the end of each d¼sbttrse■ene SEMIANNUAL period, a 

semiannna¼ progress report briefly describing the status of 

the project, any significant events that occurred in the 

previous period, and a summary of the project 1 s financial 

position. 

(b) After the project 

shall 

begins 

deliver 

operation, 

to the development corporation 

reports of activities, financial statements, 

the MHD 

department 

and other 

reports according to ~fte-saMe requirements and-seftedttie-that 
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are---app¼¼eab¼e--te ESTABLISHED BY THE DEPARTMENT, THE 

REQUIREMENTS MAY NOT BE LESS THAN THOSE IMPOSED UPON the ANY 

OTHER senior debt creditor to the project. The reports must 

detail the amount of principal and interest owed to the 

department, any payments made to the department, any events 

that trigger a payment requirement related to the loan, and 

any other factor of significance related to the loan 

agreement. 

(c) The MHD development corporation shall provide to 

the department an annual statement of any transaction OR THE 

ABSENCE OF ANY TRANSACTION related to the sale, lease, or 

licensing of the MHD technology and to the sale of component 

equipment manufactured for use in the MHD technology and an 

annual statement of any amount owed to the department as a 

result of those activities. 

(d) The department shall prepare and deliver a biennial 

report to the legislature describing the status of the loan 

agreement and the status of the project. 

t¼Stilll The terms of a repayment agreement established 

in relation to funds provided to the MHD development 

corporation for the Billings MBD demonstration project by 

the U,S, department of energy through the federal clean coal 

V funding program may not include an interest rate, security 

provision, or other term that increases the likelihood of 

repayment that is greater than that afforded to the 
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department under the loan agreement. If the department 

considers that the terms related to the U.S. department of 

energy are more favorable than those established in the loan 

agreement, the department and the MHD development 

corporation shall amend the loan agreement to strengthen its 

provisions accordingly. 

tUtilll. The terms and conditions described in 

subsections (1) through t¼St illl may not be construed as 

inclusive of all terms and conditions that may constitute 

the loan agreement. The department and-~fte--M.H9--de¥elepmen~ 

eerpora~ton may include other terms and conditions Chey 

eeftstder IT CONSIDERS necessary if the other terms and 

conditions do not substantially alter the provisions 

described in this section. 

t¼~till.l The department shall report to the first 

scheduled meeting of the legislative finance committee if: 

la) the MHD development corporation chooses not to 

pursue the loan agreement; 

(b) the department and the MHD development corporation, 

after reasonable efforts, fail to agree on final terms and 

conditions of the loan agreement; or 

(c) other events reasonably preclude the ability of the 

parties to establish an agreement. 

NBW-SBe~¼8NT--Section-4~-Pari¼¼ty--aftd--pewer-fteeded----­

benefieia¼-~nder-ma;er-faei¼ity-aiting-aet.-~he-Bi¼¼ings-MHB 
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demonatrat¼en-project-ia-eonaidered-to-meet-the-reqairements 

iapesed-ttpen-the-beard-e!-natttra¼-resottrees-and-eenservatien 

to-f¼ftd-that~ 

t¼t--as--a--ene-time--deaonatratien--prejeet--ror---this 

part¼ett¼ar---techfto¼ogy7---the--B¼¼¼¼ftgs--llHB--demonstrat¼oft 

projeet-¼s-a-needed-£aei¼ity-ttnder-T5-i8-38¼;-and 

tit--energy-prodtteed-by-the-B¼¼¼¼ngs--MHB--demonstrat¼on 

pro;eet--ftt¼f¼¼¼a~-the--er¼ter¼a-for-need-and-tor-benet±e¼ai 

iapaet-on-the--en•iroftlllent--aa--ret:tttired--by--T~-i8-38r--and 

75-ie-seaT 

Seetiort-5~-S-iefl-7S-i&-a8¼7-llt!A7-is-amended-to-read~-­

•i5-~8-38¼T--Beeisien-e£-beard----£indings-neeeaaary-£or 

eert¼r¼eat¼onT-t¼t-With¼n Bxeept-as-provided-in-fsect¼on-41, 

vithin--68-daya-a£ter-sttb■iasion-ef-the-reeommended-deeision 

by-the-ftearing--exam.inery--the--board--sfta¼¼--ma~e--eemp¼ete 

£indings7--¼asue--an-opinion7-and-render-a-dee¼sien-apon-the 

recordy-e¼ther-granting-or-denying-the-app¼ication-as--fiied 

or-graftting-¼t-al'On-aaeh-ter■s7-cend¼t¼ons7-or-mod%£¼cat¼ons 

0£--the--eonatraet¼on7--operat¼on7--or--maintenanee--0£--the 

tae¼¼ity-aa-the-board-eons¼dera-appropriateT 

tit--~he--board--111ay--ftot--grant-a-cert¼ticate-either-as 

propooed-by-the-app¼icaftt-or-aa-mod¼fied-by-the-board-ttn¼ess 

it-sha¼¼-tind-and-determ¼fte~ 

tat--the-baaia-ot-the-need-tor-the-taci¼¼ty7 

tbt--the-natare-of-the-probab¼e-eftv¼ronmentai-impaet; 
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tct--that-the-fae¼¼¼ty-min¼mises--adYerae--environmenta¼ 

impaet7--considering--the--state-ot-avai¼ab¼e-teehfto¼ogy-and 

the-natare-and-eeonomies-0£-the-varioas-a¼ternat¼•es~ 

tdt--each-of-the-criter¼a-¼isted-in-~5-i8-5837 

tet--in--the--case--0£--an--e¼eetrie7--gas7--or---¼iqaid 

transmiss¼on-¼¼ne-or-a~ttedaet~ 

tit--what--part7--if--any7-ot-the-¼¼ne-or-aqttedttct-sha¼¼ 

w¼¼¼-be-¼oeated-andergroand; 

t¼it-that-the-£ac¼¼¼ty-¼s-eonsistent-with-regiona¼-p¼ans 

£or-expansion-o£-the-appropr¼ate-grid-oE-the-at¼¼ity-~ystems 

serv¼ng-the-state-and-intereonnected-at¼¼¼ty-aystems;-and 

tiiit-that-the-raei¼ity--w¼¼¼--aerve--the--interesta--ot 

ttti¼ity-syatem-eeon0111y-and-re¼¼sbi¼¼ty7 

tft--that--the--¼oeation--or--the--taei¼ity--as-proposed 

contorma-to-app¼ieab¼e-atate-aftd-¼oea¼-¼awa-and--regtt¼ations 

¼sstted-therettndery-escept-that-the-board-111ay-re!ttae-to-apply 

any--¼oea¼-¼av-er-rega¼at¼on-¼£-¼t-finde-that7 -as-app¼ted-to 

the-proposed-taci¼ity7-the-¼aw-or-regtt¼ation-ia-ttftrea■oftab¼y 

restricti•e-ift-view-or-the-esist¼n9-teehno¼ogy,--or--ractors 

0£--cost-or-eeonoaiea7-er-ot-~fte-ftee~s-of-eonsaaers7-whetfter 

¼oeated--inside--or--otttside--of---the---direet¼y---arteeted 

goverNBent-sttbdiw¼aions~ 

tgt--that--the--taei¼ity-w¼¼¼-serve-the-pttb¼te-ifttereatT 

eenwenienee7-and-neeess¼ty; 

tht--that-the-departmeftt-ot-hea¼th-or--board--or--hea¼th 
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haye--¼astted--a--dee¼s¼on7-op¼n¼oft7-order7-certirieatien7-or 

per■¼t-aa-reqaired-by-~5-iB-il6t3t7-and 

tit--that-the-aae-of-pabl¼c-landa-for--location--ot--the 

faei¼iCy--wes--eva¼nated--and--pab¼ic--¼ands--vere--seleeted 

whenewer-ehe¼r-nse-i■-as-eeoneaiea¼¼y-practieab¼e-aa-the-ttse 

of--pri•ate--¼anda--and--eompatib¼e--with--the-environmente¼ 

criteria-iiated-in-~S-i8-SB3T 

t3t--fn-deter■ining-that-the--facility--will--serve--the 

pt1b¼ie-intereat7-eon•entenee7-and-neeeasity-ttnder-subseetion 

tittgt-of-thia-aeetion7-the-board-shaii-considerT 

tat--the--ite---iiated-in-aabaectiona-tittat-and-tittbt 

of-thia-aeetion7 

tbt--the--benefita--to--the--appiicant--and--the---state 

reaaiting-fro■-the-prc,poaed-fac¼iity7 

tet--the-effeeta-of-the-eeono■ic-actiwity-resalting-fro■ 

the-propoaed-faciiity7 

tdt--the--effeet■-of-the-propoaed-faeiiity-on-the-pttblie 

health7-welfare7-and-aafety7 

tet--any-other-tae~ora-that-it-eonaiders-re¼e•antT 

t4t--eon■iderationa-of--need7--pabiie--need7--or--pablie 

eonwenienee--and--neee■aity-■nd-de■onatret¼en-thereof-by-the 

applieent-ahell-epply-only-to-atility-feeiiitieaT• 

Section&. -seeti...,..~S--i!8-SB37-NeA7-¼a-&mefteed-te-reed~-­

•~s-ae-seaT--Bnwiron■ental-faeters-ewaiaatedT ¼n BKeept 

aa--prewided-¼n-faeetton-4jy-¼n-ewa¼aatin9-¼on9-range-p¼ans7 
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eondact¼n9-S-year-s¼te-re•iews7-and-eva¼uat¼ng--app½ieations 

for--certi£ieatesT--the--board--and--departaent--sha¼±--~i•e 

eonaideration---to---the--foiiowin9--¼ist--of--en¥ironmenta¼ 

feetora7-where-epplieable7--end---y--by--rale--edd--te--the 

eategor¼es-0£-th¼s-aeet¼on~ 

tlt--energy-need•~ 

t•t--growth-in-demand-and-projeetions-of-needT 

tbt--awailabiiity---and---deairabiiity---of--alterftetiTe 

■oareea-of-energy; 

tet--a•ai¼abi¼ity--and---desirabi¼ity---0£---a¼ternative 

aoareea-of-energy-in-¼iett-o~-the-propeae~-£aei¼ityT 

tdt--proaotionei--eet¼wit¼ea--of--the--ntility-whieh-aay 

ha•e-giTen-rise-to-the-need-for-th¼e-faei¼ity; 

tet--socially-benefieiel-naea--of--the--ontpnt--of--this 

faei¼ity7---ine¼ttdin9---ita---aaea--to--proteet--or--enhance 

en•irenmenta¼-~aa¼ity~ 

t£t--eonaerwation-aet¼witiea-whieh-eoald-redaee-the-need 

for-more-energy; 

tgt--re■earch--aetiwitiea--of---the---ttti¼ity---ef---new 

technology----aTaiiabie---te---¼t---wh¼eh---m¼ght---miftiaice 

enwirol'llllenta¼-i■paet; 

tit--iand-ase-i■pacts~ 

tet--area-of-lend-reqa¼red-and-ultiaate-ase7 

tbt--consistener-with-areewide-stete-and--regioftai--leftd 

ase-p¼ana; 
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tet--eonaiateney-with-ezisting-and-pro;eeted-nearby-¼and 

aser 

tdt--alternati•e-nses-ef-the-s¼te, 

tet--impaet---on---pepa¼ation---a¼ready---in--the--area 7 

pc,pttiation-attraeted-by-eonstrnetion--er--operation--ot--the 

faeility-¼tse¼f, 

tft--iapeet-ef-a•ailabi¼ity-ef-eftergy-frem-this-fsetlity 

on-growth-patterns-and-pc,paiation-dispersal; 

tgt--gee¼eg¼e-anitab¼¼ity-ef-the-site-er-rente, 

tht--aeis■oiogie-eharaeteristies; 

t¼t--eonatr~etion-praetieeaT 

t;t--estent--of-eroaion7-scoaring7-wasting-0E-iand7-both 

at-site-and-aa-a--rean¼t--ef--fessi¼--fne¼--demands--ef--the 

faei¼ity, 

tkt--eerridor--design--and--eonstrttetion-preeaations-Eor 

trana■iaaion-iinea-or-aqnedacta; 

t¼t--seenie-impaets; 

tmt--effeets-en-natnra¼-systems7-wi¼d¼ife7-plant-¼ife, 

tnt--¼mpeeta--on---impertant---hietorie---arehiteetara¼7 

arehaeo¼ogica¼7-and-en¼tnra¼-areas-and-Eeatnres; 

tot--extent--of--reereation--opportnnities--and--re¼ated 

compatib¼e-ttsee; 

tpt--pnb¼ie-reereatien-p¼an-fer-the-pre;eet, 

tqt--pnb¼ie-feei¼¼t¼es-and-aee....,,edatien, 

trt--eppertnnities--fer--;eint-nse-with-energy-intensive 
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indnstries-or-other-aetiwities-to--ttti¼ize--the--waste--heat 

from-faei¼itie•~ 

tst--opportttnities--tor--ttsin9-pub¼ic-¼ands-£or-¼oeation 

0£-£aci¼ities-whene•er-as-eeonomiea¼¼7--praetieab¼e--as--the 

nse-ef-pri•ate-¼ands-and-eeapet¼b¼e-with-the-reqttireaents-of 

this-section; 

t3t--water-resenrcea-iapeetsT 

tet--hydreleg¼c--stndies-ef-adeqnaey-ef-water-snpply-and 

iapaet-0£-£aei¼ity-on-streamf¼ow7-¼akes7-and-reservoirs7 

tbt--hydre¼egie--stttdies--ef--impaet--ef--faci¼ities--on 

9rottnd-water~ 

tet--eoo¼ing-aystem-eva¼nation,-ine¼ttdin9--eonsideration 

ef-a¼ternat¼•es7 

tdt--inventery---ef---efflaents7---¼nelnd¼ng---phys¼eal7 

ehemiea¼7-bio¼ogiea¼7-and-radio¼ogiea¼-eharaeteristiesT 

tet--hydreleg¼c--stndies--ef--effeete--ef--eff¼nents--on 

receiving---waters7---ine¼ttding--miKin9--eharaeteristies--0£ 

reee¼vin9-waters7-ehan9ed--evaporation--dne--to--temperatttre 

d¼fferentie¼sy-and-ef!eet-ef-d¼seharge-en-bett.,..-sed¼aenta, 

t!t--re¼atienah¼p-te-water-qna¼¼ty-standards, 

tgt--effeeta-ef-ehanges-in-qaant¼ty-and-qnality-on-water 

ttse-by-other■7-ine¼nding-both-withdrawa¼-and-in-sittt-ttses; 

tht--re¼at¼enehip-te-pre;eeted-nsee, 

tit--re¼etienah¼p-te-water-r¼ghts, 

tjt--effeets--en-p¼ant-and-aniaa¼-¼ife7-ine¼nding-al9ae, 
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maeroin•ertebretes7-end-fish-popu¼etionT 

tkt--effecta--on---ttn±qae---or---o~herwise---aignttteant 

eeesyste••T-eT9TT-wet¼anda; 

f¼t--aonitorin9-pro9raasT 

t4t--eir-qtto¼ity-impaetsT 

tat--meteero¼ogy--w¼nd--direetion--and-ye¼oeity,-ambient 

teaperatttre---rangea7 ---preeipitation---va¼ttea7----inversion 

oeenrrence7-ether-effeets-on-dispersion~ 

tbt--topogrsphy--feeters-affeeting-dispersionT 

tet--standarde-in-effeet-end-pre;eeted-for-e•issiens7 

tdt--eeei9n-eapabi¼ity-te-aeet-stendards7 

tet--eateetone-and-eentro¼sT 

fit--staek-deei9n7 

fiit-partten¼atea7 

tittt-sn¼fnr-o•ideeT 

ti•t-e•ides-of-nitrogen7-and 

t•t--hee•1----aeta¼aT----trace---e¼ements7---radtoae~tve 

aateria¼a7-and-other-eoxie-aab•taneea; 

tft--re¼ationship-to-preaent-and-pro;eeted--eir--qtte¼ity 

of-the-area; 

t9t-....,nitorin9-pre9raa7 

t5t--so¼id-wastes-iapaetsT 

tat--ao¼id-waate-in•entory; 

tbt--dispo•a¼-pro9raa7 

tct--re¼ationehip-0£-diapoaa¼-praetieea-to-eftviroftlllenta¼ 
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qtta¼ity-eriteria; 

tdt--eapaeity--ef--dispoea¼--sites--to--aecept-pro;eeted 

weste-¼oadin9s7 

t6t--radiation-impaetsT 

t•t--¼end-nse-eentre¼s-o•er-de¥e¼epment-and-popa¼ationT 

tbt--wastes-end-associeted-disposa¼-pregram--for--so¼~d, 

½i~tt¼d7-radioacti•e7-anS-9aaeotts-wese~sT 

tet--ena¼ysee-and-etndies-of-the-adeqnaey-of-en9ineerin9 

aafegaarda-and-opera~ift!-proeed~resT 

tdt---nitorin9--adeq,saey---ef---de•iees---and--a-p¼in9 

techniques; 

t~t--noise-tapaeteT 

t•t--eonatraet¼on-period-¼eve½aT 

tbt--operatione¼-¼e¥e¼•~ 

tet--re¼ationahtp-ef-present-and-pro;eeted-noiee--¼e•e¼s 

to-ex¼■t¼ag-and-poten~¼a¼-strieter-notse-atandard■; 

tdt---nitoring--ad~naey-of-de•iees-and-■ethods.• 

SECTION 4. SECTION 17-5-703, MCA, IS AMENDED TO READ; 

"17-5-703. coal aeverance taz trust funds. (1) The 

trust established under Article 

Montana constitution shall be 

funds: 

IX, section 5, of the 

composed of the following 

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

constitutionally dedicated receipts from the coal severance 

tax shall be deposited; 
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(bl a treasure state endowment fund; 

(c) a clean coal technology demonstration fund; 

(d) a coal severance tax permanent fund; 

(e) a coal severance tax income fund; and 

(f) a coal severance tax school bond contingency loan 

fund. 

(2) The state treasurer shall determine 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 da~es and retain that 

amount in the coal severance tax bond fund. 

(3) (a) On January 21, 1992, and cont~nuing as long as 

any school district bonds secured by state loans under 

20-9-466 are outstanding, the state treasurer shall from 

time to time and as provided in subsection (3)(b) transfer 

from the coal severance tax bond fund to the coal severance 

tax school bond contingency loan fund any amount in the coal 

severance tax bond fund in excess of the amount that is 

specified in subsection (2) to be retained in the fund. 

(bl The state treasurer shall transfer the amount 

referred to in subsection (3)(a) until and unless the 

balance in the coal severance tax school bond contingency 

loan fund is equal to the amount due as principal of and 

interest on the school district bonds secured by state loans 

under 20-9-466 during the next following 12 months. 

-25- HB 616 

l 

2 

3 

4 

5 

6 

7 

B 

9 

10 

11 

12 

13 

14 

15 

16 

17 

1B 

19 

20 

21 

22 

23 

24 

25 

HB 0616/04 

(4) Beginning July l, 1991, and ending June 30, 1997, 

from any amount in the coal severance tax bond fund in 

excess of the amount that is specified in subsection (2) to 

be retained in the fund and in excess of any amount that is 

required to be transferred by subsection (3), the state 

~reasnrer department of revenue shall, upon request from the 

department of natural resources and conservation, £rom-~i•e 

te-time transfer an amount net-e•eeedin9 !!£.......12 $5 million 

per fiscal year to the clean coal technology demonstration 

fund. 

(5) Beginning July 1, 1993, and ending June 30, 2013, 

the state treasurer shall transfer to the treasure state 

endowment fund any amount in the coal severance tax bond 

fund in excess of the amount that is specified in subsection 

(2) to be retained in the fund and in excess of amounts that 

are transferred pursuant to subsections (3) and (4). 

(6) (a) Beginning July 1, 1993, and ending June 30, 

2013, the state treasurer shall from time to time transfer 

to the coal severance tax permanent fund 50\ of the 

principal transferred from the coal severance tax bond fund 

to the treasure state endowment fund in the preceding year. 

(b) The state treasurer shall annually transfer to the 

treasure state endowment special revenue account the amount 

of interest earnings required to meet the obligations of the 

state that are payable from the account in accordance with 
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90-6-710. Interest earnings not transferred to the treasure 

state endowment special revenue account must be retained in 

the treasure state endowment fund," 

SECTION 5. SECTION 11, CHAPTER 722, LAWS OF 1991, IS 

AMENDED TO READ: 

•section 11. Transfer of funds. There is transferred 

from the coal ·severance tax permanent fund ~ $25 

million, upon request of the department of natural resources 

and conservation, to the clean coal technology demonstration 

fund for projects approved pursuant to the provisions of 

[sections 4 through 10].• 

SECTION 6. SECTION l, CHAPTER 793, LAWS OF 1991, IS 

AMENDED TO READ: 

•section 1. Appropriation. (ll There is appropriated 

$750,000 from the local impact account, to be used by-~~ne 

38T-¼993T as provided in subsection (2). 

(2) (a) There is appropriated $500,000 from the local 

impact account to eastern Montana college to be used by June 

30, ¼993 1995, to provide funding for a clean fuels 

information depository, distribution, and market development 

cent~r at eastern Montana college. The center shall focus on 

22 all available clean coal technology information worldwide in 

23 order to allow Montana to become a leader in the field of 

24 clean fuels technology information and marketing. The clean 

25 fuels inforaation center shall enhance the current 
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technology research and development being conducted in the 

Montana university system. 

(b) There is appropriated $250,000 from the local 

impact account to the department of natural resources and 

conservation to be used by June 30, 1993, for the loan 

described in subsection tzt ill· 

(J) A loan of $250,000 to the MHD-Corette project is 

approved at an interest rate of 121 compounded annually. The 

loan must be matched on a 1-to-l basis from nonstate 

appropriated sources, used for developing the project's 

application to receive clean coal technology program funding 

from the U.S. department of energy, and repaid to the state 

special revenue fund for state equalization aid to public 

schools from revenue the project's owner derives from the 

sale or licensing of the MHD technology or from the sale, 

lease, or licensing of the project. The total debt of the 

project related to this loan may not exceed 2 1/2 times the 

loan amount." 

NEW SECTION. Section 7. Effective date. (This act] is 

effective on passage and approval. 

-End-
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