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, STQOVALL, MOLNAR,
MILLS, FAGG, VOGEL
IN THE HOUSE

FEBRUARY 13, 1993 INTRODUCED AND REFERRED TO COMMITTEE
ON TAXATION.

FIRST READING.

ON MOTION, ADDITIONAL SPONSORS ADDED.

FEBRUARY 17, 1993 ON MOTION, ADDITIONAL SPONSORS ADDED.
MARCH 6, 1993 COMMITTEE RECOMMEND BILL

B0 PASS AS AMENDED. REPORT ADOPTED.
MARCH 8, 1993 PRINTING REPORT.
MARCH 13, 19593 SECOND READING, DO PASS AS AMENDED.
MARCH 15, 1993 ENGROSSING REPORT.
MARCH 24, 1993 THIRD READING, PASSED.

AYES, 82; NOES, 17.
MARCH 25, 1993 : TRANSMITTED TO SENATE.
IN THE SENATE

MARCH 26, 1993 INTRODUCED AND REFERRED TO COMMITTEE
ON TAXATION.

FIRST READING.

APRIL 12, 1993 COMMITTEE RECOMMEND BILL BE
CONCURRED IN AS AMENDED. REPORT
ADOPTED.,

APRIL 13, 1993 SECOND READING, CONCURRED IN.

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

APRIL 14, 1993 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

A BILﬂ FOR AN ACT ENTITLED: ™AN ACT PROVIDING A CLEAN COAL
TECHROLOGY DEMONSTRATION LOAN TO THE MHD DEVELOPMENT
CORPORATION; ESTABLISHING TERMS AND CONDITIONS AROQOUND 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 URDER THE REQUIREMENTS OF THE
MONTANA MAJOR FACILITY SITING ACT; DETERMINING THAT
ELECTRICAL POWER PRODUCED BY THE PROJECT 1S 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
ccal technology demonstration loan in the amount of $25
million:; and

WHEREAS, the Department of Natural Resources and
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Conservation has the authority to review clean coal
technology demonstration loan applications and to make
recommendations to the Legislature concerning the approval
of loan requests; and

WHEREAS, the Department has reviewed the loan request
from the MHD Development Corporation for the Billings MHD
demonstration project and recommends that the 1ocan be
approved based on the terms and conditions provided in this

bill.

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

MEW SECTION. Section 1. pefinitions. As used in
{sections 1 through 4], 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
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
P
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resources and conservation provided for in 2-15-3301.

(4) "Loan  proceeds" means clean coal technology
development project 1loan funds received by the MHD
development corporation from the department as a result of
passage and approval of (sections 1 through 4] and the
execution of a loan agreement described in [sections 1
through 4]}.

{(5) "MHD development corporation” means the company
that owns the MHD technology and that has applied to the
U.S. department of energy for funding through the clean coal
Vv funding program to commercially 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, tc produce electricity
through the technology xnown 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
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corporation, and that have transferred any proprietary
interest in the MHD technology that they may have at one
time possessed 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 1lenders 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
portion of the costs inveolved in development, engineering,
procurement, and construction related to the Billings MHD
demonstration project if the lcan agreement described in
[{section 3] is entered into by the department and the MHD
development corporation.

NEW SECTION. Section 3. Loan agreement. The department

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

{1} The amount of the lcocan 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.8. department of energy funding and for the
development and construction of the Billings MHD
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 1, 19%3. 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 5400,000.

(S) 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 proqram.

(b) Loan proceeds may not be disbursed for expenditure
in any budget period wunless the department has received
satisfactory evidence that federal or private funds will be
expended in that budget pericod 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 reguirement for the previous budget periods has been
met.

(6) {a) Subject to subsection [(6)(b), interest must
accrue at the same rate as the rate applicable to 20-year
general obligation bonds issued Dby 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 (7)(b) and (7){c}, the
following scurces must be used to pay the principal and
interest payments on the loan:

{i) up to 5% of gross fees or royalties derived from
the sale, lease, or licensing of the MHD technolcgy; and

(ii) up to 0.05% of all revenue derived from the sale of
component eguipment that embodies the MHD technolegy.

{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 MHD development corporaticn 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 agreement is signed.

{c) If the department and the U.S5. 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 prao rata basis taking into account its
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financial contribution to the Billings MHD demcnstration
project compared to the contribution of the department of
energy contribution. The percentage 1limit contained in
subsection {7){a){i} or (7)(a}tii) may not be exceeded.

{(8) If at any time the principal and prorated interest
amounts owing on the lcan 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
lcan is governed by the following provisions:

(a) Payments made from the scurces listed in subsection
(?7)y(a)(i) or (7){a)}(ii) before the time provided for in
subsection (7)}(b) must be applied to the principal of the
loan.

{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 toc the principal.

(10) Notwithstanding the provisions of subsections (2),
{6), and {B) and in addition t¢ 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}ti) and

-8~
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(7)(a){ii) ocne-half of the amount of the lcan proceeds
disbursed as described in subsection (5){c). This additicnal
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 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
MED development project. Notwithstanding section 1(3).,
Chapter 793, Laws of 1991, 550,000 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
demongtration program.

(12) The department may hold the following security
positions 1if the positiones 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 MHD demonstration project.

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

(i) the MHD development corporation has acguired from
the participating companies and other relevant parties
ownership of all 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 1level of 1initial capitalizatiaon,
cperating income, expenses, and other factors affecting the
financial wviability of the Billings MHD demonstration
project 1is sufficient for the MHD 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 technolegy o©or the Billings MHD demonstration project;
and

(iii) the obligations must remain in effect during the

-1Q0-
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term of the loan agreement.

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

{fa) 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 disbursement period, a semiannual
progress report briefly describing the status of the
project, any significant events that occurred in the
previcus peried, and a summary of the project's financial
position.

{b) After the project begins operation, the MHED
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 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
related to the sale, lease, or licensing of the MHD

technology and to the sale of component eguipment
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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 1loan
agreement and the status of the project.

(15) The terms of a repayment agreement established in
relation to fuynds 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 interesat rate, security
provision, or other term that increases the 1likelihood of
repayment that is greater than that afforded to the
department under the lcan agreement. If the department
congsiders 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 ccnstrued as inclusive of all
terms and conditions that may constitute the loan agreement.
The department and the MHD development corporation may
include other terms and conditions they consider necessary

if the other terms and conditions do not substantially alter

-12-
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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 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.

NEW SECTION. Section 4. Facility and power needed --
beneficial under major 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:

(1) as ‘a one-time demonstration project for this
particular technology, the Billings MHD demonstration
project is a needed facility under 75-20-301; angd

(2) energy produced by the gillings MHD 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. Ssection 75-20-301, MCA, is amended to read:

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

certification. (1) Wéehén Except as provided in {sectign 4},
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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, ar 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 technoclogy and
the nature and economics of the various alternatives;

(d) each of the criteria listed in 75-20-503;

(e) in the case of an electric, gas, or 1liquid
transmission line or agueduct:

{i) what part, if any, of the line or aqueduct shaii
will be located underground;

{ii} that the facility is consistent with regiconal plans
for expansion of the appropriate grid of the utility systems
serving the state and interconnected utility systems; and

fiii) that the Ffacility will serve the intérests of

utility system economy and reliability;

-14~-
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(£) 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
regtrictive in wview 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;

(h) that the department of health or board of health
have issued a decision, opinion, order, certification, or
permit as reguired by 75-20-216(3); and

{i) that the yse 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 1lands 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-this-seetion, 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;

(¢) 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 by the
applicant shall apply only to utility facilities."®

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

"75-20-503. Environmental factors evaluated. #a Except

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

conducting 5-year site reviews, and evaluating applications
for certificates, the boaréd and department shall give
consideration to the following 1list 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 wutility 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 protect or enhance
environmental quality;

(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 reguired and ultimate use:;

(b) consistency with areawide state and regional land
use plans;

() consistency with existing and projected nearby langd
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;

(g) geologic suitability of the site or route;

{h) seismologic characteristics;

{i) constructicn practices;

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

at site and as a result of fossil Fuel demands of the
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facilitcy;

{k) corridor design and construction precautions for
transmission lines or agueducts;

{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;

(gq) public facilities and accommodation:

{r} opportunities for joint use with energy-intensive
industries or other activities to utilize the waste heat
from facilities;

[8) opportunities for using public lands for locaticn
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) hydrologlc studies of adequacy of water supply and
impact of facility on streamflow, lakes, and reservoirs;

(b) hydrologic studies of impact of facilities on
ground water;

(c) cooling system evaluation, including consideration

of alternatives;

-18-
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{d) inventory of effluents, including physical,
chemical, biological, 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;

(£) relationghip 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 unigque or otherwise significant
ecosystems, e.g., wetlands;

(1) monitoring programs;

(4) air guality impacts:

(a) meteorology--wind direction and velccity, ambient
temperature ranges, precipitation values, inversion
occurrence, other effects on dispersion;

(k) topography--factors affecting dispersion;

(¢) standarda in effect and projected for emissions;

(d} design capability to meet 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, radicactive
materials, and other toxic substances;

(£) relationship to present and projected air quality
of the area;

(g) monitoring program;

(5) solid wastes impacts:

(a) solid waste inventory;

(b) disposal program;

(¢) relationship of disposal practices to environmental
quality criteria;

(d) capacity of dJdisposal sites to accept projected
waste loadings;

(6) radiation impacts:

ta) land use controls over development and population;

(b} wastes and associated disposal program for solid,
liquid, radicactive, and gaseous wastes;

(c) analyses and studies of the adequacy of engineering
safeguards and operating procedures;

(d) monitoring--adequacy of devices and sampling
techniques;

{7) noise impacts:

(a) conatruction period levels;

_20_
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(b) operational levels;

(¢) relationship of present and projected noise levels
to existing and potential stricter noise standards;

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

MEW SECTION. Section 7. Effective date. [This act] is
effective on passage and approwval,

-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 HBQ616, 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
Congervation and the MHD Development Corporatiocn 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 lcan 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 biennjum 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

creditse.
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:
FY ‘94 FY ‘S5
Current Law Proposed Law Difference Current Law Proposed lLaw Difference
Coal Trust Interest Earnings
{Clean Coal Fund)
General Fund 145,336 0 (145, 336) 537,163 0 (537,163}
Schocl Foundation Program 25,647 0 (25,647) 94,793 0 (94,793)
Total 170,983 0 (170,983) 631,956 0 (631,956)

{(continued on next page)
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DAVED LEWIS, BUDGET DIRECTOR  DATE JERRY DRISCOLL, PRIMARY SPONSOR DATE
Office of Budget and Program Planning

Fiscal Note for HB0616, as introduced
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Fiscal Note Request, HB0616, as introduced
Form BD-15 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 gome 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 progran
will continue throughout the 25 year loan term. Further, the $20 million cap on interest costs will be reached by fiscal
vear 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. OCnce
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. §. 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 revenuesg. 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 thig bill. It is unclear what is accomplished in the MFSA process if the findings are already made.
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ADPPROVED BY COMMITTEE
ON TAXATION

HOUSE BILL NO. 616
INTRODUCED BY DRISCOLL, FORRESTER, R. JOHNSON, HARRINGTON,
LYNCH, SIMON, MENAHAN, PAVLOVICH, QUILICI, DAILY, JACOESON,
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; DETHRMINING-PHAP-¥HB-BILLINGS-MHD-DEMONSTRAPION
PROGBE®~--9--A-NBEDRB-PACILIPY - UNPER-FHE-REQUIREMENT 5~6FP-FHE
HONTAHA--MAEGﬁ-—PAEiB§T¥--S!!iHG—--AE!?4——BE?ERH*N*NG———THA?
ELECPRICAL-POWER-PROBUECHED-BY -FHE-PROJECT-$5-HBBBED-AND—HAG-A
BBNEPiEiAh-fiHPAEE——Gﬂ'-THB——ENV*RBHHBHTT-—AHBHBiﬂs-SBETiBNS
75-28-303—AND-75-20-50837-M€A; 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

lagéggnlnnhmuammi

o ® N o

10
11l
12
13
14
15

16
17
18
19
20
21
22
23
24

25

HB 0616/02

technology demonstration project eligible to receive a clean
coal technology demonstration loan in the amount of $25
milliony—and
WHERBAS7--the--PBepartment--of--Natural---Ressurces---and
Conservation-——-has---the--auntherity--to--review—-etean--coat
techneltogy--demonacracion--1toan——-apptications—-and—-to--make
recommendations—to-the-bhegintature-concerning——the—-approval
of -Foan-requests;-and
WHERBAS7-—the--Pepartment-—has-reéviewed-the-toan-request
from-the-MHD-Bevelopment—-€orporation-for--the——Biltiings-—MHB
demonstratisn--preject——and--recompends--that--the--itsan——be

approved--based-on-the-terma-and-conditions-provided-in-this
biil,

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

NEW SECTION. Section 1. pefinitions. As used in
[sections 1 through 4], the following definitions apply:

(1) "Billings MHD demonstration project” means the
project to be developed by the MHD development corperation
to commercially demonstrate the magnetohydrodynamics (MHD)
technology and toc produce electric power as described in the
application for federal clean ccal V funding submitted to
the U.S8. department of energy by the MHD development

corporation. THE METHODS DESCRIBED IN THE CLEAN COAL V

APPLICATIOR FOR PRODUCTION OF ELECTRIC POWER PROVIDE FOR A

-2- HB 616
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PROCESS TBAT 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 1 through 4) and the
execution of a loan agreement described in [sections 1
through 4].

{S) "MHD development corporation” means the—company

that-owns—-the-MHEB-technoiogy-and A CONSORTIUM OF PRIVATE

COMPANIES that has applied tc the U.S5. department of energy
for funding through the clean ccal V funding program to
commercially demonstrate the MHD technolegy 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 asg magnetohydrodynamics as

-3- HB 616
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described in the application for Ffederal 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 developméent 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 that-they-may-—have
at-—-one-time-possessed to the MHD development corporation to
enable the MHD development corporation to commercially
demonstrate the MHED 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
cther lender or consortium of lenders and that has properly
secured its loan against the assets of the Billings MHD

demonstration project or the MED development corporation.

NEW SECTION. Section 2. Approval of loan. A clean coal
technolegy demonstration loan in the amount of $25 million

is approved for the MHD development corporation to pay a

-4- HB 616
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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 agreement. The department
shall enter into a loan agreement with the MHD develop@ent
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 congtruction of the Billings MHD
demonstration project for the commercial demonstration of
the MHD technology.

{4) Loan proceeds must be disburgsed 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 1less 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 at-ieast-$iP0-miitien 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 amcunt 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 cocal V program
offering notice, have been concluded and the department of
energy hasa 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

-6- HB 616
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funds requirement for the previous budget pericds has been
met.
{6) (a) Subject to subsection (6}{(b}), 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
millien.

(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 tc St of gross fees or royalties derived from
the sale, lease, or licensing of the MHD technoclogy; and

{ii) up to B8:85% 0.5% of all revenue derived from the
sale of component equipment that embodies the MED
technology.

(b) BDeginning-in-the-i7th-year-after-the-itean-agreement
is--signed——by-the-parties-or-after-repayment-obiigations-to
sentor-debet-creditors-have-been-satisfiedr-whichever--occurs
firsty--the (I) THE MHD development corporation shally-when
chere--is--sufficient-—cash~--£flow---avaitable-——after--—-the
appropriate—--allewance-—for--the--payment--of-—taxesy make
payments to the department using revenue derived from the

sale of electric power UPON THE OCCURRENCE OF THE FIRST OF

- HB 616
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THE FOLLOWING:

(A) THE BEGINNING QF THE 17TH YEAR AFTER THE_ _LOAN

AGREEMENT IS SIGNED BY THE PARTIES;

(B) REPAYMENT OBLIGATIONS TO SENTOR DERT CREDITORS HAVE

BEEN SATISFIED; OR

(C}] CHANGES IN THE PRICE OQOF ELECTRICITY SOLD AS A

RESULT OF PROJECT OPERATIONS, CHANGES IN EXPENSES PAID AS A

RESULT OF PROJECT QPERATIONS, OR CHANGES 1IN OTHER FINANCIAL

FPACTORS CAUSE NET CASH FILOW TO BE GREATER THAN THAT

PROJECTED TOQ BE AVAILABLE AFTER MAKING PERIODIC PAYMENTS TO

SENICR DEBT CREDITORS AND THE APPROPRIATE ALLOWANCE FOR

TAXES.

{II) 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
lean is fully retired by the 25th vyear after the loan
agreement is signed.

(c) If the department and the U.S. department of energy
both receive repayment from a source 1listed 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) ¥£ EXCEPT AS PROVIDED IN SUBSECTICN (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)ia)(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 cof 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)}ta)(ii) one-half of the amount of the loan proceeds

disbursed as described in subsection (S){(c). This additional
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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.

{1l) 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 reqguirement 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 c¢reated by 90-2-1104 for use by the
department in administering the c¢lean 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
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 MHD development corporation has acquired from
the participating companies and other relevant parties
ownership of mi* rights and other positions of ownership
related to the MHD technology that are sufficient to meet
its repayment cobligations under the loan agreement; and

{ii) the projected 1level 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 CBLIGATIONS 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 must-remain-in-effect--during--+he

term~of EXTEND BEYOND the loan agreement.
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(14) The following reports must be reguired 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 disbursement SEMIANNUAL 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,

(b) Afrer 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-schedule-that

are—-appiicabie--te 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 amcunt 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

-12- HB 616
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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 tec the MHD development
corporation for the Billings MHD demonstration project by
the U.S. department of energy through the federal clean coal
vV 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
congiders 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--MHB--develeopment--corporation may
include other terms and conditions they--consider IT

CONSIDERS necessary if the other terms and conditions do not

-13- HB 616
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substantially alter the provisions described in this
section.

{17) The department shall report tc the firat 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.

NEW-SEETION:—-Section-4-—Pacility-and-pever—-needed————-—
beneficiai-under-major-factiity-stting-acts-Phe-Biriings-MHPD
demonstration-project-is-considered-to-meet-the-requirements
imposed-upon-the-board-of-naturai-rescurces-and-conservation
ta-£ind-chaer

ti}--as---a--one-time—-demonstration——project--for-—thia
particular—-technetogyr--the--Biitings---MHP—--demonstration
project-is-a-needed-facitity—under-35-20-3061;-and

t2y-—energy--produced--by-the-Biitiings-MHB-demenstration
project-fultfitis-the-eriterin-for-need--and——for—-beneficial
impact--on--the——environment--as——required--by-?5-26-361-and
F5-20-5837
Section5--Section-75-20-301;-MEA7-is-amended-to—read:——

u35-20-361---Decision-of-board----findings—-necesaary-for

-14- HB 616
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eertifications—tid-Within Except-as-provided-in-{section-43s

within-68-daya-after-submission-ef-the-recommended--deciston
by--the—-hearing——examiner;—-the--board-~shati-nake-compiete
£indings;—issue-an-apiniony-and-render-a-deciaion——upen——the
recordy--either—granting-er-denying-the-appiication-as-fited
or-granting-it-onpen-snch-termsy-conditionsr—or-modifications
of-—-the--constructiony--operationy-—or——-maintenance—-cf——the
fmeitity-an-the-board-considers-appropriates
t2}-—Phe-board-may-not—grant——-a-—certificate-—either-—as
proponed-by-the-applicant-or-as-modified-by-the-board-uniess
it-shati-find-and-determines
ta--the-basis-of-the-need-for-the—factiity;
fbj—-the-nature-ef-the—prebnbie-envéranmepeni—inpact:
tey——that-——the--facitity-mininizes-adverse-environmentai
impacty-considering-the-state-of--avaitabie——technotegy--and
the—natute—and—ecoﬁunies—of~ehe—vur&eusvaiternativesr
tdy-—ecach-of-the-criteria-iisted-in-35-26-5637
tei—-in---the--case-—of--an--eteetriey—-gasy--or--tiguid
transmission-iine-or-agueducts
tiy--what-party-if-anyr-of—the-iine--or--agueduct--shaii
wiil-be-tocated-underground;
tit)-ehat-ehe-faeitity-is-conaistent-with-regionai-pians
for-expansian-of—the-appropriate—grid-of-the-ntitity-syseens
serving-the—state-and-interconnected-utitity-ayatems;—and

titiy—that--the--factlttty—-wilti--serve—-the-interests—-of
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utitity-system-econony-and-reliabilitys
t£4--that—the-—tocation——of--the-—facility——as—-proposed
conforms--to-appiicebie-state-and-teocai-iaws-and-reguiations
ia:ued-thereunder7~excepe~thae-ehe-bonrd-may—refuse—to—nppiy
any-iocal-itaw-or-regultation-if-it-£findas-thatr-as-apptied——to
the-proposed-facitityr-the-taw-or-reguiation-is-unreasonabiy
restrietive-—in-—-view-of-the-existing-technotogyr-of-factors
of-cost-er-econoniear-or—of ~the-needs-of-consumers;——whether
tocated-——inside---or---eutside--of--the—-directiy--affected
government-subdivisionas
t9}-~that-the-faeitity-witi-serve-the——pubiie——interesty
eonventencey-and-necessitys
th)y—-chat-—-the--department--of-heaith-or-board-ef-heaith
have-issued-a-decistony-opiniens-—-order;-—-—certifications——or
permit-as-required-by-75-20-236+¢34;-and
tiy--that--the--use--af-pubitc-innda-for-tocation-af—the
factitty--was--evatuated--and--pubiic--iands--were--seiected
whenever-their-use—is-as-econcmicatiy-practicabie-as—the-use
of-private-—iands--and--eompatibite--with--the--envircnmentai
eriteria-listed-in-35-20-503+c
t3}--in--determining--that--the--facitity-wiitli-serve—the
pubii:-inbereutr—cenvenieneer—nnd—neceasity-nnder*subsectien
t2¥tg)-ef-thia-sectiony-the-board-shali-consider+
tay--the-itema-}iisted-in-subseetions-{23ta)--and-—¢23tby

of-thins-sectians
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tby-—the-—-benefitas-—to--the--appiicant—-~and--the——secate
resutting-from-tche-proposed—facitiby;
tey-—the-effects-of-the-economic-activity-resuiting-£rom
the-proposed-facilieys
tdy--the-effects-of-che-proposed-facitity-on-the-—-pubite
heaithy-weifarey-and-safety;
te}--any-other-factors-that-it-censiders—reievant-
t4y--Eonsiderations--of--needy--pubiic--needy——or-pubtie
conventence—and-necessity-and-demonstration-thereof--by--the
appiicant-shati-appiy-onity-to-utiiity-facilitiess®
Section-6—ection—75-20-5031-MEA;-is-amended-to-read:—-
235-29-583---Bnvironmentai--factors-evatuated: In Bxeept

as-pravided-in-fsection-4j;-in-evatuating-iong-range—-piansy

eonducting——5-year—site-reviewsr-and-evatuating-appiieacions
for--certificatesy—-the--board--and--department--shali--give
consideration--to——the—-£foitowing--1ist---of-—--environmentat
factorsy—--vhare--appiicabie;—-and--may--by--ruite--add-to-the
categories-of-this—seceions
tiy--energy-needss
tay—-qrowch—in-demand-and-projections-af-needs
thi—-avatiabiltiey--and——-desirabitity—--of-—--ateernative
scurces-cf-energys '
{tey--avatiabitity—~-and---desirabitity-—-of—-alternative
socurcen-of-energy-in—tieu-of-the-proposed-faciiity;

tdy--promotionai-activities-of—-the--utitity-—-which——may

-17- HB 616
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have—given—r&se—te-ehe—needwier—ehis-fnciiityf
te}*-soeiaiiy——beneficiai——uses-~of——the--output-eé-this
Eaciiityr——ineinding——ibu—-usea——to———pfoteee——-ef———enhanee
environmental-quatity;
féi-—conaervation—ectivities—which—couid—reduce—the—need
for-more—energys
fg1—-teaearch———aetivities---oé---the———utiiity——of——nev
technolegy———avni}abie——-to---it-—-uhich———néghe-—--mininize
environmentai-impacts
t2¥--tand-use-impactss
fn1--aeea—o£—iand—required-and-uitimate-nse7
fbj——eonsistency——u&th-—areavide-seate—and—regionai-iand
use-pianss
fc?——consistency—with—ezisting—and—projected-nearby—}and
use;
td)--atternative-uses-of-the—siter
fef—-ilpact——en—-popuiaeien--—aiready--—ia---the—--arear
popniatiun~-attraeted—-by——eenatructiun-—or-operationvei—ehe
facitity-itaserés
fE}-—inpuct—o£~avaiiabiiéty—of-energy*Erom—this—iaciiity
en-growth—pﬂteerns-aad—popnlation-dispersal:
fg1——geoiogic—sn£tabiiity—of—theusite-or—route:
thy-—seismelsgic-characteristicss
tiy--conseruction-practicess:

ti}--extent-of-erosions-scouringr-wasting—of-tand;-—both

-18- HB 616



["- - IR R - W U, B S U S

-
- O

12
13
14
is5
16
17
18
19
2¢
21
22
23
24
25

HB 0616/02

at——site-—and--as——a—-resuit——of--fossit-fuei-demands-cf-the
facititys
tky--corritdor-design-and--construction--precautions--for
transmission-lines-or-agueducts;
tiy-—secenic-imapaceas
tmi--—effects-on-naturat-systems;-witdiife;-ptant—-tifes
{tn}--impacts—--sn-—-—-important---histarie--architecturaty
archacotogicaiz-and-cuiturai-areas-and-£featuress;
toy--extent-—-of--recreation--opportunities—-and--retated
compatibie-uses;
+py-——public-recreatien-pian-for-the-project;
tq}--publie-faciiities—and-acconmodation;
try--opportunitien-for-joint-use——-with--energy-intensive
industries—-or--other—-activitien--to-utitize-the-waste-heat
from-facititiens
ts}--opportunities-for-using-pubiiec—tandas--for--iocation
of--facitities--whenever--as-cconomicatiy-practicabie-as—-the
use-of-private-iands-and-compatible-with-the-requirements-of
thia—-sections
t3}--water-resources-impactss
taj--hydrotogic—studies-of-adequacy-of-water-suppiy~-—and
impact-of-faciltity-on-streamflowy-lakesy—and-reserveirs;
{b)¥-—hydrologic--atndiea—-of--impact-—-of--faciiities—-on
ground-water;

tey——enoling--system—evaluationy-inciunding-consideration

-19- HB 616
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of-alternatives;
tdy--inventory-—-of---effiuentsy-——incinding——-physicaly
cheriecatr-biotogicat;—and-radictegical-characteristiess
fe}~—hydroiugic—-abudiee-—of——eéfeets——uf--eféiueata—-en
receiving--watersy-—-incinding--mixing-——characterintica———of
reeeiving——waters1—-changed——evaporation—-duc—ta—tenpetatuee
diffetenbia}sy-and—eéfece—of—discharge-an—bebton—sedinentsr
tfy--reiationaship-to-water-quatity-standards;
tgy--effects-of-changea—in-quantity-and-quatity-an-water
use-by-othersy—ineinding-both-withdrawvai-and-in-siecu-usess
thy--retatienship-to-projected-uses;
tiy—-reintionship-to-water-rightss
fjf--eEEecta—en-piant-and—aninai—iiéef-ineinding——aigae1
meacroinvertebratesy-and-fish-populatiens
thky——effects---en-—-unique---or——-otherwise--significant
ecosystemar-esg-7-wettandas
tiy-——monitoring-programs:
t4)——air-quatity-impacets:
ta)-—metecrotogy--wind-direction—-and--veiocity;~-ambient
temperature——--rangesy---preeipitation—--vatues;——-inversion
eceurrencery-other-effacts-en-dispersions
tby--topoegraphy--factors-affecting-dispersions
te}--standards-in-effect-and-projected-for-emissionss
td}--design-capabitity-to-meet-scandards;

te}--eminpions-and-controiss

~20- HB 616
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tiy-—stack-design;

tity-pareicuiatess

ftrity-sutfur—-oxidess

tivi-oxides-of-nicregenr-and

tvy-~heavy——-metatsy;——-trace----egiementsyr--—-radicactive
materiaisy-and-sther-toxire-substancess

fE1--reiat§enship——to——present—nnd—prejected-air—quaiitj
of-the-arear

t9¥--monitoring-programs

t+5)--soiid-wastes-impacts:

tay——soirid-waste-inventorys

tby——disposali-program;

tey-—relationahip-of-disposat-practices-to-environmentai
quatity-eriterias

tdy--capacity-of-—disposal--asiten--to--accept--projected
waste—-ioadings;

+61--radiation-impaces:

tay--tand-use-controis-over—-development-and-poputations

tby——wastes--and--associated-disposai-program-for-setidy
iiquidy-radisactivey—and-gaseous-wastes;

te}--anaiysen-and-stodies-of-the-adequacy-of-engineering
safeguards—and-operating-procedures;

tdy--monitoring--adequacy--ef——-devices---and---sampiing
technigquens

t#¥——neise—impacts:

=-21- HB 616
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tey--construction-periad-leveiss

tby--eperationai-ieveias

fe}——reiatéonshipw-of-present—and-pfojeeted—noése—ieveis
to-existing-and-potentiai-stricter-neise-standards:

fdf-—noniteriag--adeqnacy—of-devices~and-methods:“

NEW SECTION, Section 4. Effective date. [This act] is
effective on passage and approval.

—End-

=22- HB 616
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HOUSE BILL NO. 616
INTRODUCED BY DRISCOLL, FORRESTER, R. JOHNSON, HARRINGTON,
LYNCH, SIMON, MENAEAN, PAVLOVICH, QUILICI, DAILY, JACOBSON,
BECK, WHALEN, MCCULLOCH, SCHYE, BLAYLOCK, RYE, HARP,
CRIPPEN, HAGER, WINSLOW, BOHLINGER, STOVALL, MOLNAR,

MILLS, PAGG, VOGEL

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING A CLEAN COAL
TECHNOLOGY DEMONSTRATION LOAN TO THE MHD DEVELOPMENT
CORPORATION; ESTABLISHING TERMS ARD CONDITIONS ARQUND WHICH
A LOAN AGREEMENT BETWEEN THE DEPARTMENT OF NATURAL RESOURCES
AND CONSERVATION AND THE MHD DEVELOPMENT CORPORATION WILL BE
ESTABLISHED; BEPERMINING-FHAF-PHE-BEbbINGS~MHP-DEMBRSTRAPFON
PRQ&EET——iﬁ-—A'NEEBEB-PAEEBE?¥—HNBER—?BB—REQHiREMBN?S-GP—?HE
MGHTANA--HAEGR--FnEihi?¥--Si§iNG—--h€9?—"—BEQERM*H*NG—'—!HAT
EbEETRfeAE—PBHER-PRGBUEBB—B!-!HB—PRB&EET—!S~HEEBBB-ANB-HAS—A
BBNBPieiAﬁ-—iHPAET—-ON-—QHE--BNVERGNHBN?f--AMERB*NB—SEET*GHS

35-20-301-ANP-75-28-5037-MEAT CONTINUING THE APPROPRIATION

FOR THE CLEAN FUELS INFORMATION DEPOSITORY, DISTRIBUTION,

AND MARKET DEVELOPMENT CENTER; AMENDING SECTION 1, CHAPTER

791, LAWS OF 1991; AND PROVIDING AN IMMEDIATE EFFECTIVE

DATE."

WHEREAS, the 52nd Legislature established and provided

funds for a clean coal technology demonstration Eund 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 demcnstration loan in the amount of §25
milliony-and

WHERBAS7-—-the——-Pepartment—-ef——Natural--Resources——and
Eonservation--has—--the--authority-—-to--review-——etean—--esai
technotogy--demonstration—-ioan--appliications-——and—-te——make
recommendations——co——the-begisiature-concerning-the-approvai
af-tcan-requests;-and

WHEREASy-the-Deapartment-has-reviewed-~the--ioan—-request
from--the-—-MHP--Beveiopment-Corperation-for-the-Biti+tngs-MHB
demonstration-—-project--and--recommenda-—-that--the--isan--be

approved-based-on-the-terms-and-conditions-provided-in-—-this
biii.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
NEW SECTION. Section 1. Definitions. As used in
[secticns 1 through 4 3], 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 electricd power as described in the

application for federal clean coal V funding submitted to

-2- HB 616
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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 im 2-15-3301.

{4) “Loan proceeds"” means clean c¢oal technology
development project loan funds received by the MHD
development corporation from the department as a result of
passage and approval of [sections 1 through 4 3] and the
execution of a loan agreement described in [sections 1
through 4 3].

(5} "MHD development corporation" means the——cempany

that--owna--the--MiB--technoteagy-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 ¢emonstrate the MHD technology through the

development, engineering, constructicn, and operaticn of the

. Billings MHD demonstration project.

(6) "MHD 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 c¢oal V
funding.

{7) ‘“Participating companies” means those corporate
entities that have provided the technical expertise,
componént 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 that-they-may-have
at-one-time-possessed tc 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 subseguent commercial applications
of the MHD technology.

(B) "Senior debt creditor* means a lender or consortium
of lenders that has provided a larger share of debt
fipnancing to the Billings MED demcnstration 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.

-4- HB 616
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THE STATE OF MONTANA IS A SENIOR DEBT CREDITOR.

NEW SECTION. Section 2. aApproval 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 MED
demonstration project if the 1loan agreement described in
[section 3] is entered into by the department and the MHD

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
Eirst.

{3} Loan proceeds may be applied po the costs of
developing engineering specifications, procuring equipment,
or constructing physical- facilities or to other costs
directly related to negotiating for the final commitment cf
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 technology.
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(4) Loan proceeds must be disbursed according to a
series of scheduled budget periods. A digsbursement may not
be made prior to May 1, 1993. The total amount of the 1loan
may not be released in less than five disbursements., A
disbursement may not exceed $10 millicn and may not be 1less
than $400,000. '

(5} The following matching funds requirements apply to
the disbursement of lcan 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-9100-mititen 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) HNo 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

-6- HB 616
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v award amount allocated for the Billings MHD demcnstration
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-Subjeee-to-subaection-{6¥tbyr-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 lcan agreement is signed by the parties OR THE

RATE PAYABLE TO OTHER SENIOR DEBT CREDITORS.

fb}—u!he-—totai——interest——anonnt——may--net——exeeed—-sza
mititens

(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 5% of gross fees or Troyalties derived from
the sale, lease, or licensing of the MHD technology; and

(ii) up‘ to 8:85% 0.5% of all revenue derived from the
sale of component equipment that embodies the MED
techﬂclogy.

(b} Beginnéng-in—the~i?th—yenr-after—the-ioan-ageeemene
is——uigned»—by-the—pareiesﬁer—after—répayment—obiigations—to

seniaf—debe—ereditera—have-been—satiafiedf—whiehever—-oeeuta

O TR HB 616
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£irst;——the (I) THE MHD development corporation shallz-when
there--in--sufficient—-cash---ftow—--availtabte---after---the
apprepriate——-—aiiowance--for--the-—payment--sf--taxes; make
payments to the department using revenue derived from the

sale of electric power UPON-PHE-OCEURRENEE-BF-FHE-FIRSP-OF

FHE-FOLLOWING =

{A) -~ PHE-BRGINNING-OF--FHE- -} 7PH-~¥EAR--APPRR--PHE--LOAN

AGREEMENYT-1S-SIGNED-B¥-PHE-PARTIES;

£BY AS PART OQF THE REPAYMENT OBLIGATIONS TO SENIOR DEBT

CREDITORS HAVB-BBEN-SATISPIEB;-OR

£{€3——EHANBHES—-IN-~FHE--PRIEE--O6FP--ELECTRICEF¥--S0ED-AS-R

RESULT-OP-PROJECT-OPERATIONS s —CHANGES-IN-HKPENSEG-PAID-AS--A

RESULP--OF-FPROJECT-OPERATIONS 7 -OR-CHANGBI-IN-OFPHER—PINANEEAR

PAEPORS-—E€AUSE——NEF--€ASH--FPEOW-—-$6——BE--GREATER——FHAN--FHAP

PROJECTED-PO-BE-AVATLABLE-APPRR-MAKING-PERIOBEC-PAXMENTS--FO

SENIOR-—BEBP--CREPIPORS--AND—-FHE--APPROPRIAFTE-ADBOWANEE-PGR
TAXES.

{11} 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 is8 fully retired by the 25th year after the loan

agreement is signed.

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

-8- HB 616
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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 conttribution of the department of
energy contribution. The percentage limit contained in
subsection (7)(a}(i) or (7){a)}{ii} may not be exceeded.

{8) %f 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 Eollowing 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 lcan, 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

—9- HE 616
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payment of principal and interest contained in this section,
the MHD development corporation shﬁll pay to the department
from the sources described in subsections (7)(a)(i) and
{7){a)({ii) one-half of the amount of the 1lcan 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), AND (9), THE MHD DEVELOPMENT CORPORATION SHALL

MAKE A PAYMENT TO THE DEPARTMENT NQ LATER THAN JUNE 30,

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

LOAN PROCEEDS IN AN AMOUNT EQUAL T¢ 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)(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 AND PROGRAM PLANNING,

=10- HEB 616
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BASED ON:

{A) THE INTEREST RATE APPLICABLE TQ THE INVESTMENT OF

THE COAL SEVERANCE TAX PERMANENT FUND FQR THE DATES ON WHICH

THE LOAN PROCEEDS WERE DISBURSED;

{(B) THE AMCUNT OF DISBURSEMENT; AND

(C) THE ACTUAL IMPACT ON THE GEKERAL FUND.

+31¥(12) The MHD development corpeoration shall bay all
principal and interest owed to the state on the lcan 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 c¢lean coal technoclogy
demonstration program.

t125(13) 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
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

-11- HB 616
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the Billings MHD demonstration projecé.

t233(14) (a) The department must be satisfied, before
the loan agreement is entered into, that:

(1) the MHD development corporation has acquired from
the participating companies and other relevant parties
ownership of at%* rights and other positions of ownership
related to the MHD technology that are sufficient to meet
its repayment obligations under the loan agreement; and

(1i) 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 ti3ytad
{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 pru ect;

and
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(iii) the obligations must—remain—én-efiect--during——thel

term—of EXTEND BEYOND the loan agreement.

344{15) 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 disburaement SEMIANNUAL period, a
sentannuat progress report briefly describing the status of
the project, any significant events that occurred in the
previcus period, and a summary Of the preject'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-schedule-that

are-—appiicabie—-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 reguirement related to the loan, and
any other factor of significance related to the 1loan
agreement.

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

ABSENCE QF ANY TRANSACTION related to the asale,

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.

t254(16) 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. depar;ment of energy through the federal clean coal
V funding program may not include an interest rate, sSecurity
provision, or other term that increases the 1likelihood of
repayment that is greater than that afforded to the

department under the loan agreement. If the Jdepartment

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

t:63(17) The terms and conditions

subsections (1) through +¢%5% (16) may not be construed as

inclusive of all terms and conditions that

described in

may constitute
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the loan agreement. The department and-the-MiB-deveiepment
corporatien may include other terms and conditions they
conaider IT CONSIDERS necessary if the other terms and
conditions do not substantially alter the provisions
described in this section.

+373(1B) The department shall report to the first
scheduled meeting of the legislative finance committee if:

{a) the MED development corporation chooses not to
pursue the loan agreement;

(b) the department and the MHD develcpment corﬁoration,
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.

REW-SEe?IoN:-——Sectiomr 4 —Paciiity-and-power—-needed--——-—

beneficiat-under-major—Eacitity-siting-act=-Phe-Bitiitngs-MHE
demonseretian-prejeet—iu-eoasidered-to—meet—ehe-requirements
impeaeé—upan—the-board—ef—haturai*resources-and—conse:vation
to-£ind-thats
fi}——ns——-a-—one-eéne‘~demanshraeion--pfojece-—Eor——ehés
particuier——teehneiogyr-—the--aiiiings-—-ﬂﬂa---demanaeration
projece-ia-a-needed-faciiity-under-?s-aa—aﬂir-and
fi}—-energy~-produced-—by-the-B&&l&ngs-uHB-demenstration
peeject-Eni£iiis—the-eréteria-faé-need--and--fer——benefieiai

impeet-—an--the--environment--as—-requited-—by-?S-EG-SGi-and
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F5-28-5963<

Section5-—Section-75-20-301;-MEA7-is-amended-to-reads—-
435-20-3815--Pectsion-of-board--—-findings-necessary-for

cerctfreationr-ti¥-Within Except-as-provided-in-{section—43;

within-60-days-after-anbmisaien-of-the-recommended--deciaion
by-—the--hearing--examiner;--the--bsard--shali-make-compiete
£indingsry-isspe-an-opinion;-and-render-a-decision--upon——the
reeerd;——either-grgnting—or—denying—the—appiication-es-fiied
ar-granting-it-upon-such-termss-econditionsy-or-modifications
of--the--conatructiony--eperationy--or——maintenance--of--the
facitiey-as—the-board-considers—appropriaters
t2)-—Fhe-board-may-not-grant--a-—certificate-—either——as
proposed-by-the-appiicant-or-as-modified-by-the-board-uniess
it-shaii-find-and-determine=s
tay--the-basis-of-the-need-Ffor-the-faciiitys
tb}-—the-nature-cf-the-probable-environmentai—impaces
tey-—that--the--£facitity-minimizes-adverne-environmental
impactr—conaidering-the-state-of--availabie--cechnoiogy-—and
the-nature-and-economics-of-the-various-atternativess
tdy--cach-of-the-ericerta-tisted-in-35-20-503+
}ei—-in-—-the--eaee--of——an——eieéericr——gaa1-—e:——iiquid
transmissien-iine-or-agqueducts
tiy--what-partr—if-anyr-of-the-iine——or--agueduct--shaii
witi-be-iocated-undergrounds;

tiit-chat-the-faciltity-in-consistent—with-regionalt-oians
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fot—expansien—oi-the-apprepriate-grid-of-bhe-utiiity—systems
serving-the—state—and-intefeenneeted—utiiity—aystemsr—ané
fiii?—that--the-—Eaciiity——ui}i--serve—-the-énterests—of
utiiity-system—eeenomy-and—reiiabiiibyr
fé)--ehat-the--ieeationﬂ-of——the-—Eneiiity—-asé-prepoaed
cenforms-—eo-applicnbie-seate—and-iocai-iaus-and—regulations
issued—thereundery-e:eept-ehat—the-board-may-refuse—to—appiy
any—ioeai—1au-or-regniaeien-if-it-finds—ehatT-es—appiigd--to
the-pzepoaed—faciiityy-the—iaw—or-regniaeien—és—unreaaenab}y
restrictive——in-—view-af—the—exiseing—te:hnoiogyv-eéwfaetogs
of-eoab—or-ecenomiesT—or‘ef-the-needs-oﬁ—conaunersr-—vhether
iecated---énside--—or——-outside—-ef-—the--éirectiy——affeeteé
government-subdivisionss
fg?——thae—the—faciiiey—uili—serve-the——pubiic——ineerestT
conveniencar-and-necessity;
fhi——that——the-—department—-eé-heaibh—or-board-eé-heaith
have—issued—a-decisionr-epinien7——eréerr—-certificaeionr-—or
pefmit—aa—requited—hy—?S—QO—Einaif-and
fif—-that--the—-use—-ef-pubiie—iands—for-ieeation—af-the
faeiiity--vas——evaiuated——and——pubiic—~1anda--were-—seieeted
whenever—their—use—is—as-ecoaenicniiy-practienbie—as—the—uae
oE—prinEe--iands-—and—-eonpetibie--with——the--environmentai
eriterta—tisted-in-75-20-5683+
fa7-—in——determining—-that——the——facéiity-wiii-serve-the

pubiic-iﬂbereser-convenieneer—and—necessiey-under*subsectien
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t23tgy-of-this-sections—the-board-shalii-considers
tat--the-items-tisted-in-subsections-{2+tay--and-—¢+23¢thy
ef-this-sections
tb}y--the---benefits--to~-the--applicant--and--the--state
resutting-from-the-proposed-facitity;
tey——the-effects-of-the-ecconomie—activity-resuiting-from
the-proposed-faciiitys
td)—che-effectn-of-the-proposed-facitity-on—the--pubtiie
heatehr-weifare;-and-safeeys
tey-~any-other-factors-that-it-considers-reievant:
{4)—-Eonaiderations—-cf-—needy--public——need;--or-pubiie
econvenience-and-necessity-and-demonstration-thereof--by--the
appticant-shati-appiy-onty-to-utitity-facititiess
Section—6-—Section-75-28-5937-MEA7-is-amended-to-read:—-
235-28-503s--Environmentai--facteors-evaiuatedr in Except

as-provided-in—-{section-4}7-in-evatuating-tong-range-—-ptans;

conducting--5S-year-site-reviewsy-and-evainating-appitcations
for—-cerkificatesy——the-—-beard--and--department—-shaii--give
consideration--eo-—the--following--iise---ef---environmencat
factorsy--where——appiicabler—-and—-may—-by--rulte——add-to-the
ecategories-of-this-section:
ti}--energy-—needsa:
tat--grovweh-in-demand-and-projections-of-needs
tb}--avaitabiitty--and---desirabiitty---of---aiternative

sources-of-energys
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tey-—avaitabiitty---and--—-desirabiiity~--of--atternative
sourees-of-energy-in-iieu-of-the-proposed-facitity;
tédy--pronotionai-aceivitiens-of-——the--utiitty-——-vhich--may
have-given-rise-to-the-need-£for-thiz-facititys
te}--soctatiy--beneficiat--uses-—-of--the--output-ef-this
éaeiiieyy--inciuding--&ta-—uses«—to-;-pretect'-—ar——-enhanee
environmental-quatieys
t£1--conservation-activities-which-ecovid-reduce-the-need
for-more-energys
t9y--research—-—-activities-——-of--—-che---utititey—-of--new
technoiegy---avaiiabie-—-eo——-it---which---might——--minimize
environmentai-impacts
t2¥--tand-use-impacess
tai-—-area-of-iand-reguired-and-uitimate-uses
tby--consistency--with--areawide-state-and-regienai—and
use—-ptans;
te}--consisteney-with-existing-and-projected-nearby—-iand
user
tdy—atemrnative~-uaens-ef-the-sices
tey—-impact--on——-poputation-—-aiready---in---the---arear
poepulation--attracted-—by-—construction—--or-operation-of-the
facilivy-itaelfs
tEy--impact-of-avaiiabitity-of-energy-from—this—-Enckiity
on-growth-patterna-and-pepuiation-diaperaal;

fg}--geoiegie-suieabitity-of-the—siEe—er-route%
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' fh?--seiamoiugic-:hnraete!iseicsr
fi?--eanstructien-prnchie237
fj)-—e:tent—eé-eresienr-aeeuringv-waating-ef-iandr-—both

at——aite——nnd—-as——a--reauie--of—-éesséi—fuei-demanda—cf—the
faciiieys
fkf——corridet—design-and--eoaatruction——ptecautions——ﬁar
transmissien-tines-or-agueduncts
ti}--seenie-impactssr
fn}--eééeets-en-naturai—syatensy-uiidiife7~piane—iiée7
+n1-—émpacta~——on———inportant*—-hésterie~—arehieeetura}7
arehaeoiogicai?—and—cnitnrai-arena—nnd-feaeures:
fof——exbent--o!——re:reatien--apportunitiea—-and—-re}abed
coempatibie-usess
fp}——puhiic—recreatéen—p}an—for—ehe—prejeet7
qu—-pubiic-faeii*ties—andwueeonmedatéon7
+fi--eppertunit*es-éor-jcine—use——nith——euergy—intensive
&ndustf&ea--ef-—other--neeivitiea-—to—utiiize—the—waste—heat
from-faciittiess
fs?——eppereunitées-Eor—using—pubiie-ianda--éor—*iocation
of—*fnciiities--whenever-—as-economicaiiy-pra:ticabie-as—the
nae-of-ptivate-iands-ané—eonpatébie-véth—the-requirementa—of
thisa-seection;

t3Y--water-resonrces-impactss

fa}-ﬂhydroiagéc—studiea-ef—adequaey-ef—wntef~auppiy——and

énpaet—of—éneéiity-en-aereenéiowf-iakeaf—and-reservoirs7
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fb?—-hydro}egic-—studies—-of—-impecb—-of—-faci&ét&es——en
greund-waters
tc}--ceeling——syecem-evaination7—ine}uding-eensiéeration
of-atternativen;
fdj——inventory---ef-—-effiuentsvv——&ncinding-f—physiea17
chemicai7—bioiogieni7—nnd-raéioiegieal—characteristic37
fe}--hydroiegic--studies—-oé——eféects——oﬁ——eﬁf1uents-—en
reeeév&ng--watetsf—-inciuding——mi:ing---eharaeteristies-——oi
receév§ng~—waters1--ehanged*-evaperaeien—-due—ta-temperature
differeneiai91—and-eéEeee—eE—diseharge—un—boteom—sedimentsf
ff#—-reiatienship—ta—nater-quaiity-standaeds:
f91—-eiéeets—uf-changes-in—qnantity-and-quaiity-an-waeer
nae-by-othersf—inciuding-beth—uithdtawai—and-in-site—usesr
thy--relationship-te-projected-usess
tiy~—retationship-to-water-rightss
fjf-—efEe:ts—on-p}ane—and-anina&—lifev—&neiuding--algaeT
macreinvereebratesy-and-£ish-popuiation;
fki——effeeea--—en-‘-uniqne---er——-otheruise——signifécant
eccosystemsy—eTgry-wetiandsy
+1)y-—-monitering-programsy
t43--mir-quality-itmpactss
fai——meteoreiegy-—nind-direebian—snd—-veigeityr——ambient
temperature—-—-ranges7———preeipituticn——-vaiuea7-——inv=rs§on
ocecurrences-osther—effects-on-diapersion;

tbi--topegraphy--factora-affecting-disperaion;
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te}--standards-in—-effect-and-prejected-for-emiasions:
{tdy-~design-capabitity-to-meet—standards+
tey——emiasions-and-conerois:
tiy--stack-deaigns
tity-particuiatess
titiy-suifur-exnidess
tivi-onides-of-nitregens-and
tvy--heavy-—-metats;-——-trace——--etementsr----radicactive
materialsy-and-other-toxtc-substancess
_tfy--retationship—--to--present-and-projected-air-gquakity
of-the-areas
tgy--monttoring-programs
£5y--selid-wastes-impaskas
tay--setid-waste-inventorys
tby--dispesat-program;
te}--retationship-of-disposal-practices-to-environmental
quatity-criteria;
td}-—capacity-of-——dispesat--sites--to—-accept--projected
waste-toadingss
t6y--radiation-impacess
tay--iand-use-controis-over-deveiepment-and-popuiations
tbi--wastes--and--associated-disposat-program-for-sctidy
tigquids-radioactiver-and-gasecus—waseess
tey-—analyses—and-studies-of-the-adequacy-nsf-engineering

safeguards-and-operating-procedureas
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tdy—menitoring——adequacy--of---deviees---and---sanpitng
teehnééues7 v

+Fr——noise-impacesr

tay——econatruction-period-tevelss

tby--speracionat-iaveis;

tey-—retationship--eof-present-and-prejected-notse-tevels
to-extating-and-potentiatr-stricter—noise-scandardss

tdy--monttoring--adequacy-of-devices-and-methods 2%

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

AMENDED TO READ:

"Section 1. 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 1is appropriated $500,000 from the local
impact account to eastern Montana college to be used by June
30, 3983 1995, to provide [funding for a clean fuels
information depository, distribution, and market development
center at eastern Montana college. The center shall focus on
all available clean coal technology information woridwide in
order to allow Montana to become a leader in the field of
clean fuels technology information and marketing. The clean
fuels infeormation center shall enhance the current
technology research and development being conducted in the
Montana university system.

{b) There ‘is appropriated $250,000 from the local
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impact account to the department of natural resources and
congervation 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
lecan must be matched on a 1l-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. sffective date. [This act) is
effective on passage and approval.

-End-
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SENATE STANDING COMMITTEE REPORT

Page 1 of 4
April 12, 1993

MR. PRESIDENT:
We, your committee on Taxation having had under consideration
House Bill No. 616 (third reading copy -- blue),,K respectfully
report that House Bill No. 616 be amended as fo)lows and as so
amended be concurred in.

Signed:

That such amendments read:

1. Title, line 20.

Pollowing: "AMENDING"

Insert: "SECTION 17-5-703, MCA, SECTION 11, CHAPTER 722, LAWS OF
1991, AND"

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

3. Page 7, lines 8 and 9.

Following: “as" on line 8

Strike: remainder of line 8 through "OF" on line 9
Inserk: “same rate as™

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

5. Page 8, line 1.

Strike: "(I)}"

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 THE"
Insert: “upon the occurrence of any of the following:
(i) 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 operationsa, 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

M- And, Coord. Towe
N  Sec. of Senate Senator Carrying Bill B01457SC.S5ma

Page 2 of 4
April 12z, 1993

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

(iv) the successful completion of the MHD technology
demconstration™

8. Page B8, lines 18 through 20.

Strike: “(II)" on line 18

Insert: “(c)

Following: “made” on line 18

Strike: remainder of line 18 through “," on line 20
Renumber: subsequent subsection

9. Page 9, line 8.

Following: line 7

Insert: "(e) The payment made upon completion of the MHD
technology demonstration must be a minimum of $250,000 per
year, are owed only for a year in which the MHD technology
operatea at least 50% of the year, and must be paid in full
by March 31 aof the following year."

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

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

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

(¢} a clean cocal technology demonstration fund;

(d) a coal severance tax permanent fund;

(e) a coal severance tax income Fund; and

(£} a coal severance tax school bond contingency lecan Eund.

(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
gchool 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 c¢oal severance
tax bond fund to the coal severance tax school bond contingency

SENATE
HaLrée
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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 schocel bond contingency loan fund is equal ta the
amount due as principal of and interest on the scheol district
bonds secured by state lcans 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 ccal 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 subasection (3), the state—treasuorer department of
revenue shall, upon request from the department of natural
resources and conservation, from timetotime tranafer an amount

1 up to $5 million per fiscal year to the clean coal
technology demonstration Eund.

{5) Beginning July 1, 1993, and ending June 30, 2013, the
state treasurer shall transfer tc the treasure atate endowment
fund any amcunt 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 excesa 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 aof
interest earnings required to meet the aobligations of the state
that are payable from the acccunt in accordance with 90-§-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 up to $25 million, upon
request of the department of natural rescurces and conservation,
to the clean coal technology demonstration fund for projects
approved pursuant to _the provisions of [secticns 4 through 1¢).""
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,

Strike:
Insert:

"[2)"
n(:’)n

line 3.

-END-

Page 4 of 4
April 12, 1963

8014575C. Sma



SENATE COMMITTEE OF THE WHOLE AMENDMENT
April 14, 1993 9:04 am

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

ADOPT
(Rooer

REJECT Signed:

Senator Thomas Towe

That such amendments read:

1. Page 7, line 7.

Following: "(6)" .

Ingert: "(a)" o

Strike: "INTEREST"

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

2. Page 7, line 14.

Following: "mriitomn="

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 ccal
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-

HE b
SENATE

M~ amd. Coord. r820904CW.Sma
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HOUSE BILL NO. 616
INTRODUCED BY DRISCOLL, FORRESTER, R. JOHNSON, HARRINGTON,
LYNCE, 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 éONDITIONS AROUND WHICH
A LOAN AGREEMENT BETWEEN THE DEPARTMENT OF NATURAL RESOURCES
AND CONSERVATION AND THE MHD DEVELOPMENT CORPORATION WILL BE
ESTABLISHED; DEPERMINEING-PHAT-PHE-BIbLINGI-MHD-DEMONSTRATION
PROJBEP--E68--A-NEBBED-PAECIbITY~-UNDER-FPHE-RBQUIREMENTS-OP-THRE
MONTZANA-—MAJOR——PACIEIPY--8IPING———ACLP;——~DEPRRMINING---FHAP
EEEEPRECAL-POWHR-PREBUCER-RY¥-PHR-PROJECT-ES~-NEEPED-ANP-HAS-A
BENBFPCEIAb——IMPACT-~ON--PHE--BNVIRONMENT 7 ~—AMBNBEING-SBCPIONS

75-26-301-ANDP-75-208-563y-MEA; CONTINUING THE APPROPRIATION

FOR  THE CLEAN FUELS INFORMATION DEPOSITORY, DISTRIBUTION,

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

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

CHAPTER 793, LAWS OF 1991; AND PROVIDING AN IMMEDIATE

EFFECTIVE DATE."

WHEREAS, the 52nd Legislature established and provided

@aﬂa Legisiarive Counow
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funds for a clean coal technolagy 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
technclogy demonstration project eligible to receive a clean
coal technology demonstration 1loan in the amount of $25
millions—and

WHERBAS7--the--Bepartment--of—-Naturai-—-Resourcea---and
Conservation———has—-——the--puthority--to--review——citean--ceail
teechnoiogy--demonatration--itean--apptications--and--to--make
recommendations—to-the-begistature-coneerning——the——approvaik
of-toan-reguests;-and

WHBRBASy-—the--Bepartment-—-has-reviewed-the-iocan-request
£rom—the-MHP-Development-Corporation-for—-—the—-Bitiings~-MHB
demonatration--preject--and--recommends--that-—the-—tocan-—be
approved--based-on-the-terms-and-conditiona-provided-in-this

biiz,

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
NEW SECTION. Section 1. Definitions. As used in
[sections 1 through 4 3], the following definitions apply:
{l1) *Billings MHD demonstration project" means the
project to be developed by the MHD development corporation
to commercially demonstrate the magnetohydrodynamica (MHD)

technology and to produce electric power as described in the

~2- HB 616

REFERENCE BILL
AS AMENDED
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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 PCWER PROVIDE FOR A

PROCESS THAT WILL OPERATE WITH OR _WITHOUT THE SUCCESSFUL

DEMONSTRATION OF THE MED 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 dJdepartment of natural
regources and conservation provided for in 2-15-3301.

(4) “Loan proceeds" means clean coal technology
developaent project loan funds received by the MHD
development corporation from the department as a result of
passage and approval of [sections 1 through 4 3] and the
execution of a loan agreement described in [secticns 1
through 4 3].

{5} “MHD development corporation” means the-company

that-ewna-the-MHB-technotogy—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 demonstraticn project.

-3- HB &16
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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 Ffor federal clean coal Vv
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 MED technology that-they-may--have
at--one—time-posseased 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
corporaticn to engage in subsegquent 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
cther 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.

PHE-STAFE-OP-MONPARA-I5-A-SEN¥OR-DBRAP-EREBFTORT

NEW SECTION. Section 2. aApproval of loan, A clean coal
technology demonstration loan in the amount of $25 million
is approved for the MHD development corporaticn to pay a
pertion of the costs involved in development, engineering,
procurement, and construction related to the Billings MHD
demonstration project if the lcan agreement described in
[section 3] is entered into by the department and the MHD

development corporation.

NEW SECTION. Section 3. Loan agreement. The department
shall enter into a lcan agreement with the MHD development
corporation that includes the following provisions:

{1) The amount of the lcan is $25 million.

{2) The lcan agreement musat 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

-5 HB 616
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the MHD technology.

(4) Loan proceeds must be disbursed according to a
series of scheduled budget periods. A disburgement may not
be made prior to May 1, 1393, The total amount of the loan
may not be released in less than five disbursements. a
disburgement may not exceed $10 million and may not be less
than $400,000.

(5) The following matching funds requirements apply to
the disbursement of lcan 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 tc receive at-teast-$i88-miiiion 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

-6- HB 616
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energy has committed to spend the entire federal clean coal
Vv award amount allcocated 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) +¢aY(h) Subject--to--subseetion——-t63{b};-—-intereat

INPERESY SUBJECT TO SUBSECTION (6)(B), INTEREST must accrue

AND BE CAPITALIZED at the same-rate—as GREATER-6F SAME RATE

AS the rate applicable to TAXABLE 20-year general cobligation
bonds issued by the state on the date nearest in time to the
date that the loan agreement 1ls signed by the parties BR-FHR

RAFB-PAYABRR-PO-OPHAR-SENFOR-BDERP-CREBIFORS.

+bi--The--totali--interest——amoune--may--not--exceed—-528

mitiiony (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

ARD 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 TCTAL AMOUNT

OF THE CREDIT AVAILABLE PURSUANT TO SUBSECTION (6)(B){II).

[(I1) THE MHD DEVELOPMENT CORPORATION MUST RECEIVE a

=-7- EB 616
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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 MHD 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 5% of gross fees or royalties derived Ffrom
the sale, lease, or licensing of the MHD technology; and

{ii) up to @+65% 0.5% of all revenue derived from the
sale of component equipment that embodies the MHD
technology.

{b) Beginning-in-the-i7th-year-after-the-toan-agreement
ts--atgned--by-the-parties-cr-after-repayment-cbiigations-te
senior-debt-creditors-have-been-satisfiedy-whichever--occurs
firser——the ¥y THE MHD development corporation shall, WHEN

THERE IS SUFFICIENT CASH FLOW AFTER THE APPROPRIATE

ALLOWANCE FOR THE PAYMENT OF TAXES, y--when--there--is

sufffcient--eaah——fiow—-avaiiabie--cfter--*ehe—-—apprcptinte
attowance—-for--the-—payment--of-taxess make payments to the
department using revenue derived from the sale of electric

power UPON-PHHE-OEEURRENCH-OF-FHR-FPIRS¥-OP-PHA-POLLOWEING T

(A} -THB--BEGINNEING--OP--THE-—-37PH--¥BAR--APFHR—PHE-LOAN

AGREEMBENY?-#9-936NEPD-B¥-FHE-PARFIES

1By--AS-PART-OF-PHE UPON THE OCCURRENCE OF ANY OF THE

-8~ HB 616




0 O® WM WM e W R

-
[~}

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

25

HB 0616/04

FOLLOWING:
(I} THE BEGINNING OF THE 17TH YEAR AFTER THE LOAN

AGREEMENT 1S5 SIGNED BY THE PARTIES;

{I1) REPAYMENT OBLIGATIONS TO SENIOR DEBT CREDITORS 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 TBAT
PROJECTED TO BE AVAILABLE AFTER MAKING PERIODIC PAYMENTS. TO

SENIOR DEBT CREDITORS AND THE_ APPROPRIATE ALLOWANCE FOR

TAYXES; OR
(IV) THE SUCCESSFUL COMPLETION OF THE MHD TECHNOLOGY

DEMONSTRATION HAVE-BEEN-SATISPIEBs-OR

tE83--CHANGES-IN-FPHE--PRICE--OF--EbBEFRICIP¥ - -80HP--AS--A

RESULP--6F-PROJBEP-OPERATIONS 7 -CAANGES-EN-BXKPENSBS-PAED-AG-A

RESULP-OF-PROJBEY-OPBRAPIONS 7 —OR-CHANSGES-IN-OFHER—-PINANEEAL

PACPORE-—CAUBSH~-NEP--CASH-- PHOW-—PO--BH--GREAPER--FHAN--PHAP

PROJECTED--T0-BE-AVAILABLE-APYER-MAKING-PEBRIODIE-PAYHENTS-PO

SENIOR-BEBT-EREBITORS-—AND--PHE--APPROPRIATE-—ALEOWANCE--POR

PARES.

¥¥¥{C) The ayments must be made;--WHER--PHERB--i8
P

SUPPIEIENT--EAQH-—-PLOW--AVAILABLE--APFER-——PHE—-—APPROPRIATH

AbHOWANEE-POR-PHE-PA¥MEN?-OP-PA¥RSy in amounts and according

to a schedule tc be agreed upon by the parties that is

-g- HB 616
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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.

te¥(D) If the department and the U.S. department of
energy both receive repayment from a source listed 1in
subgection (7)(a)(i) or (7)(a)(ii), the department shall
receive payment on a pro rata basis taking intc account its
financial contribution to the Billings MHD demonstration
project compared to the contribution of the department of
energy contribution. The percentage 1limit contained in
subsection (7)(a)(i) or {7)(a){ii) may not be exceeded.

{E) & PAYMENT MADE UPON COMPLETION OF THE MHD

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

YEAR, 1S OWED ONLY FOR A YEAR IN WHICH THE MED TECHNOLOGY

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

BY MARCH 31 OF THE FOLLOWING YEAR.

(8) ¥f 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.

(%) The payment of the principal and interest on the
lcan is governed by the following provisions:

{a) Payments made from the sources listed in subsection

(7){a}(i) or (7)(a){ii} Dbefore the time provided for in

-10- HB 616
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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
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
payment reguirement 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}, AND (9], 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

LORN 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

-11- HB 616
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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 1IN

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

FIRST. TEE AMOUNT MUST BE CALCULATED BY THE DEPARTMENT WITH

THE ASSISTANCE OF THE OFFICE QOF BUDGET AND PROGRAM PLANNING,

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;

{B) THE AMOUNT OF DISBURSEMENT; AND

{C) THE ACTUAL IMPACT ON THE GENERAL FUND.

+¥3¥(12) 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 reguirement is effective at the Lime
the MHD development corporation has secured the total amount
of financing necessary to lnitially capitalize the Billings
MED 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
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depactment in administering the clean coal technology
demonstration program.

t223(13) The department may hold the following security
positions if the positions are NOF suberdinate—to DO _NOT
IMPAIR 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 MED demonstration project.

t1335(14) (a) The department must be satisfied, before
the loan agreement is entered into, that:

(i) the MHD development corporation has acguired from
the participating companies and other relevant parties
ownership of a%* righta 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 wviability of the Billings MHD demonstration
project is sufficient for the MHD development corporation,
through its ownership and ocperation 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

~-13- HB 6l6
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contained in the loan agreement:

(i) the provisions contained in subsection +¢i3ytady
(14) (A} must be included;

{ii) the reguirements for repayment, reporting, and
other obligations of the MHD development corporation under
the loan agreement muat 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-during-the
term-of EXTEND BEYOND the loan agreement.

+143{(15) The following reports must be required by the
lcan 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 disbursement SEMIANNUAL period, a
semitannuat progress report briefly describing the status of
the project, any significant events that occurred in the
previcus period, and a summary of the project's financial
position.

(b)Y 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-scheduie—that

-1l4- HB 616
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are---appiicabte--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 asignificance related toc 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 ghall prepare and deliver a biennial
report to the legislature describing the status of the loan
agreement and the status of the project.

++5¥(16) The terms cof a repayment agreement established
in relation to funds provided to the MHD development
corporation for the Billings MHD demconstration 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

-15- HB 616
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department under the loan agreement. If the department
congiders that the terms related to the U.S5. department of
enerqgy are more favorable than those established in the loan
agreement, the department and the MHD develcpment
corporation shall amend the lcoan agreement to Btrengthen its
provisions accordingly.

t36y(17) The terms and conditions described in
subsections (1) through ti5) (16) may not be construed as
inclusive of all terms and conditions that may constitute
the loan agreement. The department and-the--MHB--daveiopment
corporatien may include other terms and conditions they
econaider IT CONSIDERS necessary (if the other terms and
conditions do not substantially alter the provisions
described in this sBection.

t27¥(18) 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

(¢) other events reasonably preclude the ability of the

parties to establish an agreement.

NEW-GBEFIONT—-Section—4.—Paciiity--and--power-needed———-

beneficial-under-major-factitey-niting-actr-Fhe-Bitiings-MHD

-16- HB €16
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demonstratien-project—is-considered-to-meet-the-regquirements
imposed-upon-the-board-of-naturai-resources—-and-conservatcion
to-find-thats
tiy--an--a--ene-cime--demonstration--preject--for---ehis
particutar—---technotegyy---the--Billings--MHP--demonstration
project-is—a-needed-faciiicy-under-75-20-361;-and
t2¥--enerqy-produced-by-the-Biilings--MHB--demonatration
project——fuifitts--the--criteria-for-need-and-for-beneficini
impact-on-the-—environment--as--required--by--75-20-38+~--and
#5-20-563+
Section-5-——Section-75-26-3917~MEAT-is-amended-to-reads--
435-20-3081v—-Becision-of-board-——-findingas-necessary-for

certifieations-t1}-Within BExcept-as-previded-in-fsection-435

within--66-days—after-submission-of-the-reconmended-decinston
by-the-hearing--examinery--the--beard--shati——make-~-compiete
findingsr—-issue——an-opiniony-and-render-a-deeisien-upon-the
recordr~etther-granting-or-denying-che-apptication-as-——fiied
ar-granting-it-upon-such-termsy-conditionsy-or-modifications
ef--the--constructiony--eperationy--or--maintenance--of--the
facitity-as—-the-beard-censiders-appropriates
t2y-—Phe--board--mpay--not--grant-a-certificate-either-as
propesed-by-the-appiicant-or-as—mnodified-by-the-board-uniean
te-shati-find-and-deterpiner
tay--the-banis-of-the-need-for-the-facilticys

tby-—-the-nature-of-the-probablie-eavironmentai-impact;
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tc}-—that-the-facitity-minimires--adverse--environmentat
impacty——considering--the--atate-of-avaitablie-technoiogy-and
the-nature-and-economicns-of-the-variouas-atternativear
tédy——-each-of-the-eriteria-tisced-in-75-20-563;
tey——-in-—-the--case——of--an--etectrieyr--gany—-or---tiquid
transmissteon-Iine-or-aqueducts
t+y--vwhat—-parer——if--anyr-of-the-tine-or-agueduce—shaii
witt-pe-tocated-underground;
tiiy-that-the-facitity-is-consistent-with-reqgionat-ptans
for-expansion-of-the-apprepriate-grid-ef-the-ntitity-systems
serving-the-state-and-interconnected-utility-systems;-and
tiity-that-the-facitity-—-witi--serve——the--incereata--of
utiitey-system-economy-and-reliabitity;
t€y~—-that--the——leecarion-—ef-—the--faciltity-—-as-propesed
conforms—-to-appiicablie-seate-and-iocat-iaws-and--regutacions
issued-thereunderr-except-that-the-board-may-rcefuse-to-apply
any-—-iaeat-itawv-or-reguiation-if-itt-finds-thaty-as-appiied-to
the-proposed-facitityyr—the-taw-or-reguiation—is-unreascnabiy
restrictive-in-view-of-the-exiating-technetogy;—-of--factoers
of--coat-or-economiesy-or-nf-che-nesda-cf-consumersyr-whether
lecated--inside--or--ocutaide--of —-the---directiy---affected
government-subdiviaionss
tgy—that--the--faciiity-witi-serve-the-publiie-interests
conveniencey-and-necessitys;

thi-—that-ehe-department-of-heatrth-or--board--of-—heatth
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have--issued--a--decisionr-opintony-ordery-certifications—or
permit-as-required-by-3#5-20-216¢3y;-and
tiy--that-the-use-of-public-tands-for--tocation—-af--the
facitity--was--evatuated-——and--pubiic--tands--were--setected
whenever-their-use-is-as-economicatiy-practicabie-aa-the—use
ocf--private--landa--and--competibie--with—-the-environmentai
criteria-tisced-in-35-20-5635
1+31——in-determining-that-the--factiitty--witi--serve——the
publiie-interesty—conveniencer-and-necessity-under-subsection
t23tg)-of-this-sectionr—the-beard-shati-considers:
tay-—-the-—-itemp-—-tisted-in-subsections—{24taj-and-t23thy
of-this-section;
tbj-—-the—benefita-—to——the--appiicant--and--the---state
resultting-fron—the-proposed-faciiityr
tey--the-effecta-of-the-economic-activity-resuiting—£frem
the-proposed-faciiitys;
tdj)-——the~-effecta-of-the-proposed-facility-on-the-public
heaithy-weifarey-and-safety;
tey——any-other-factors—-that-it-considers-retevanes
t4y--Eonatderationn-of--needy--pubiie--needs--or--pubiie
econventence--and--necesnity-and-demonatration-therecef-by-—the
applicant-shati-appiy-oniy-to-uetiticy-facititieazt
Section6-—Section-I5-20-5037-MEA7-i8-amended-to—read:—-
435-20-5037--Bnvironmental-factors-evaiuateds in Bxeept

as--previded-in-{section-4}y-in-evaiuvating-tong-range-piana;
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conducting-5-year-site-reviewsy-and-evatuating--appiications
for--certificatesy--the--board--and--department——shati--give
eonsideration---te---the-—foliowing--tist--of--envirenmentat
factorsr-where-appiicabier--and—-may--by--rute--add--to——the
categories—of-this-sections
ti)--energy-needss:
tey~--growth-in-demand-and-projections-of-needs
tby--avaitnbiiity---and---desirabiittty---of--atternative
sources-of-energy;
te)—-availtabitity-~and-——-desirabitity-—-of---apiternative
sources-of-energy-in-tieu—of-the-proposed-faciirtys
t{d)—-promotional--activities—-of-—-the--utitity-which-may
have-given-rise-to-the-need-for-this—facitieyr
tey-——sociatty-beneficiat-nses——of-—-the--cutpue--of—-chis
facitityy-—-inciuding-——its---uses--to--protect--or-—enhance
environmentai-gualiity;
{t£y--conservation—activities-which-coutd-reduce~the-need
for-more-enerqgy;
tgy--research--activities--of-——the———utitity---of---new
technology--—-avaitabie---to-——-ite-——which---mighet---minimize
environmentali-impacts
t2)——iand-use-impacess
ta)--area-of-land-required-and-uitimate-use;
tb)--consistency-with-areawide-state-and--regionat--tand

use-ptanas
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te}--conaistency-with-existing-and-projected-nearby-tand
uses
tdj--atternative-uses—-of-the-site;
tey--impact-—-on---popuiation-—--aiready---in--the--area;
poputation-attracted-by-constrection--or--operation--of——the
facitity-itpeifs
t£}--impace—of-avaiiability-of-enerqgy-fram-this-facitiey
on-growth-patterns-and-popuiation-dispersais
t9}-—geotogic-suitability-of-the-site-or-route;
thi--seismolegie-characterintiess
ti)-—construction-practicess
t5)-——extene--cf-eronsion;-scouringy-wasting-of-tandy-both
at-site-and-as-a--resuit--of--fossit--fuet-~demands--of--the
facititys
thy--corridoer——design--and--conatruction-precautions-for
transmiasion-iines-or-aquedunctss
tiy--secenic-impacts;
tm)-——effeces-on-naturat-pystemar-witdiifer-piant-iifes
tny--impacts——on---impertant---historie---architecturat;
archaeologicai;-and-cultural-areas-and-features;
toy-—extent--of--recreation--opportunities--and--reitated
compatible-usess
tPt--pubtic-recreation-ptan-for-the-projects
tq¥y——pubiiec-facitities-and-accommodatcions

try--opportunities--for--joint-use-with-energy-intenaive
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industries-eor—other-activitien-to--ueilize--the--waste--heat
Erom—facilitiesr
tay--opportunities--for--using-pubitc-ianda-feor-tocation
cf-facitities-whenever-as-econemicatriy-—practicabie--as--tche
use—of-private-tands-and-compatibie-with-the-requirements-of
this~-sectiony
t3y--water-resources-impactss
tay--hydrotogic——studies-of-adequacy-of-water-suppiy-and
tapact-of-facitity-on-streamfiowr—takea;-and-reservoirss
tby-—hydrolegic-—astudies——of--impact--of—facitities—-on
ground-waters
te)——cooting-system-evalnationy-inciuding--consideration
of-atternativess
td¥r--invencory-——of---pffiuentay—--inciuding---physicais
chemicals-biotogicaty-—and-radiotegicai-characteristiess
tey—-hydreiogic——-studies——of--effecta-—-of-—effiuents——on
receiving---watersr—--inctuding--mixing--characteristics--of
receiving-watersy-changed——evaperation--due--to--temperature
differentialasy-and-effect-of-discharge-on-battom—sediments;
t£y--retakionship-to-water-quaiity-standards;
tg)--effectn-of-changes-in—quantity-and-quaticty-on-wacer
use-by-otherar-inctuding-both-withdrawvati-and-in-situ-uses;
thy——rcetaticenship-to-projected-uaess
tiy--retationship-to-water-righets;

tir-—effects--on-plant-and-animat-lifer;-incinding-atgaes
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macreinvertebratesy-and-£ish-popuiatiens

thy——effecta--on---unique--—or---otherwise---significant
ecosystemsy-ergry-wetiands;

fi)--monitoring-programss;

t4y——air-qualtiey-impactss

tad~--meteoretegy--wind--direction--and-vetocityy-ambient
temperature——-rangesy——-precipitation---vatues;----inversion
ocecurrencey-other-effects—-on-dispersions

tby—-topography——faectora-affecting-disperaions

tey——standarda-in-effect-and-projected-for-emiasions;

tdy-—denign-capabiltity-to-neet-nstandarda;

tey-—eninnions-and-controtss

{tiy-—-stack-designs

tit)y-particuiates;

tiki)y-suifur-oxides—

tivy-onides-of-nitrogen;-and

tvy--heavy———-metaiay—---trace---eiements;---radicactive
materininy-and-other-toxic-subatances;

t+€4~-retationship-to-present—and-projected--air——gquatiey
of-the-areas;

tg)--monitoring-program;

t5y--sotid-wastes-impacts:

tay-—soiid-waste-inventorys

tby——dispesai-program;

tey-——retationship-of-disposai-praccices—-to-environmentai

-23- HB 616
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qualtiey-eriteria;
+tdy-—capacity-—-of-—-dispesai--sites--to--accept-projected
waste-loadingss
t6)--radiation—impactss
taj-—ltand-use-controis-over-development-and-poputations
tb)--wasteas-and-aasociated-diasposai-program—-for--soitidsy
Yigquidr-radicactiver-and-gasesus-wastess
{tej--anatysea-and-studiens-of-the-adequacy-of-engineering
safeguards-and-aperating-proceduress;
td}——monitoring--adequacy---of---devices—-—and--sampiing
cechniquess;
t#1--noise-impactas
taj--construction-period-tevelss
thi-——operationai-ievelss
tey-~retationship-of-present-and-projected-noise--ieveis
to-exiating-and-potential-stricter-notse-standards;
td¥--monitoring-—adequacy-of-devices-and-methodss®

SECTION 4. SECTION 17-5-703, MCA, IS AMENDED TO READ:

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

(&) a coal severance tax bond fund into which the
constitutionally dedicated receipts from the coal severance

tax shall be deposited;
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{b) 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 1loan
fund.

{2) The satate 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 shali 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 amocunt that is
specified in subsection (2) to be retained in the fund.

(b} The state treasurer shall transfer the amount
referred to in wsubsection (3){a) until and wunless the
balance in the coal severance tax school bond contingency
loan fund is egual 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,
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(4) Beginning July 1, 1991, and ending June 30, 1997,
from any amount in the cocal severance tax bond fund in
excegsg 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

ereaserer department of revenue shall, upon request from the

department of natural resources and conservation, from-time

to-time transfer an amount net-exceeding up to $5 million
per fiscal year to the clean coal technology demonstration
Eund,

(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
treapure 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 eatnings 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 1l1. Transfer of funds. There is transferred
from the c¢oal "severance tax perpanent fund up to $25

million, upon request of the department of natural rescurces

and conservation, to the clean coal technclogy demonstration

fund for projects approved pursuant to the provisions of

[sections 4 through 10]."

SECTION 6. SECTION 1, CHAPTER 793, LAWS OF 1991, 1S

AMENDED TO READ:

"Section 1. Appropriation. (1} There is appropriated
$750,000 from the local impact account, to be used by-dune
36y-19935 as provided in subsection (2).

(2) (a) There is appropriated §500,000 from the local
impact accounht to eastern Montana college to be used by June
30, 3993 1995, to provide funding for a clean fuels
information depository, distribution, and market development
center at eastern Montana cocllege. The center shall focus on
all available clean coal technology information worldwide in
order to allow Montana to become a leader in the field of
clean fuela technology information and marketing., The clean

fuels information 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 2% (3).

{3) A 1loan 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 1l-to-1 basis from nonstate
appropriated sources, used for developing the project's
application to receive clean coal technoclogy program funding
from the U.S. department of energy, and repaid to the state
special revenue fund for state egualization aid to public
schools from revenue the project's owner derives from the
sale or 1licensing of the MHD technology or from the sale,
lease, or licenaing 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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