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DATE:  June 16, 2022 
 
TO:  Revenue Interim Committee 
 
FROM:  Katy Callon, Fiscal Analyst 
  
RE:  RRGL Coal Severance Tax Loan Interest Rates 
 
This memo is to provide the Revenue Interim Committee additional detail pertaining to interest 
rates for coal severance tax loans provided under the Renewable Resource Grants and Loan 
(RRGL) program in comparison to other loan interest rates and includes information that was 
provided to the Long-Range Planning Subcommittee during the 2021 Legislative Session. 
 
The RRGL program provides loans for renewable resource projects with the proceeds from the 
issuance of coal severance tax bonds. Loan repayments are used to pay the debt service on the 
loans. In some cases, interest rates charged to loans are less than the interest rate of the bond 
issued. In such cases, a distribution from the coal severance tax subsidizes the difference in the 
interest cost. The coal severance tax permanent trust is pledged for debt service payments on 
the bonds. The RRGL program is administered by the Department of Natural Resources and 
Conservation (DNRC). 
 
The 67th Legislature provided $101.7 million of appropriations for the RRGL program for the 
2023 biennium under HB 8. This included an appropriation for $8.0 million to refinance existing 
debt or rehabilitation of infrastructure facilities. The interest rate identified in HB 8 for these 
refinanced loans is 3.0% or the rate at which the state bonds are sold, whichever is lower, for up 
to 20 years.  
 
Related to HB 8, DNRC provided the Long-Range Planning Subcommittee with information 
pertaining to the coal severance tax loans, including some additional details on the interest rates 
and loan balances, an example of the savings for the Town of Lima in refinancing a 2002 United 
States Department of Agriculture (USDA) Rural Development (RD) loan with a coal severance 
tax loan, and information on the interest rates for the drinking water and clean water state 
revolving funds. This information is provided in Appendix A.1 
 
The drinking water and clean water state revolving funds are two revolving loan funds that were 
established by the legislature for water pollution control projects (wastewater and non-point 
source projects) and drinking water projects. Both programs provide at or below-market interest 
rate loans to eligible Montana entities. They are funded with capitalization grants from the U.S. 
Environmental Protection Agency and matched by 20.0% with state-issued general obligation 
bonds. The interest rates are provided in Appendix A as a point of comparison for the coal 
severance tax loans’ interest rates; the project eligibility is more restricted than the loans for the 
RRGL program, however, and projects must meet federal requirements. 

 
1 Appendix A contains the pages pertinent to interest rates; the full packet provided by DNRC is available 
here: https://leg.mt.gov/bills/2021/Minutes/House/Exhibits/jlh19a02.pdf  
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