
MINUTES O F  THE MEETING 
TAXATION COMMITTEE 

140NTANA STATE SENATE 

February 9 ,  1979 

The twen ty - th i rd  meeting of t h e  committee was c a l l e d  t o  o r -  
d e r  on t h e  above d a t e  i n  Room 415 of t h e  S t a t e  C a p i t o l  Bui ld ing  
by Chairman Turnage. 

ROLL CALL: Ro l l  c a l l  found a l l  members p r e s e n t .  

Witnesses  g i v i n g  tes t imony a r e  l i s t e d  on a t t a c h e d  Reg i s t e r .  

CONSIDERATION OF SENATE BILL 2 9 4 :  Sena to r  Dover i n t roduced  
h i s  b i l l ,  e x p l a i n i n g  t h a t  it would a l l ow a l t e r n a t i v e  energy 
g r a n t s  t o  be  awarded f o r  t h e  r e s e a r c h ,  development o r  market ing 
of  t h e  byproducts  o f  gasohol ,  o r  t o  b u i l d  gasohol  p l a n t s .  The 
b i l l  c a l l e d  f o r  an i n c r e a s e  i n  t h e  percen tage  o f  c o a l  t a x  money 
which i s  p r e s e n t l y  a l l o c a t e d  t o  t h e  a l t e r n a t i v e  energy program. 
H i s  t e s t imony i s  a t t a c h e d ,  s e e  Exh. #I. 

Following h i s  t es t imony t h c c h a i r m a n  c a l l e d  f o r  o t h e r  pro- 
ponents  and f i r s t  t o  speak was Marlene Ka i se r ,  a l s o  i n  suppor t  
of  t h e  b i l l ,  a s  was Don B r e l s f o r d ,  who d i s t r i b u t e d  a  copy o f  h i s  
t e s t imony ,  s e e  Exh. # 2 .  Sharon Pe t e r son  a l s o  spoke a s  a propo- 
n e n t  r e p r e s e n t i n g  WIFE, t h e  NFO and t h e  Farmers Union. 

The Chairman c a l l e d  f o r  opponents of t h e  b i l l  and Ronald 
Pogue spoke a s  a  n e u t r a l  on t h e  b i l l , ,  and,  fo l lowing  h i s  t e s t i -  
mony, t h e  members asked s e v e r a l  q u e s t i o n s .  I t  was po in t ed  o u t  
t h a t  p r i v a t e  companies a r e  doing r e s e a r c h  on f u r t h e r  re f inement  
o f  gasohol  and t h a t  they  a r e  equipped f o r  t h e  r e s e a r c h .  Follow- 
i n g  t h e  q u e s t i o n s  t h e  hea r ing  on SB294 was c i o s e d .  

CONSIDERATION OF SENATE BILL 300:  S e n a t o r  Mathers p re sen ted  
no . forma1 i n t r o d u c t i o n  of  t h e  b i l l .  Te r ry  Cohea, Researcher ,  had 
drawn up a  c h a r t ,  see Exh. # 3 ,  which showed t h e  d i s t r i b u t i o n  o f  
t h e  Coal Severence Tax T r u s t  Fund a t  p r e s e n t ,  and what it would 
be  under SB300. He pe rmi t t ed  t h o s e  concerned w i t h  p o r t i o n s  of  
t h e  'Coa l  T r u s t  P i e '  t o  t e s t i f y .  F i r s t  t o  speak  was M r .  Holmes 
of  t h e  Montana I n s t i t u t e  of  A r t s  Foundation,  who asked t h a t  t h e  
p o r t i o n  a l l o c a t e d  t o  t h e  founda t ion  be k e p t  i n  t h e  law. Next t o  
speak w a s  David Sexton of t h e  MEA who s a i d  t h e y  w e r e  i n  suppor t  
o f  t h a t  a s p e c t  t h a t  p rov ides  f o r  funding  of  p u b l i c  s choo l s .  Dan 
Mizner spoke i n  suppor t  o f  t h e  b i l l  a s  w e l l .  

The Chairman pe rmi t t ed  opponents t o  speak and f i r s t  t o  speak 
was M r .  Bousliman who s a i d  t h e  a d m i n i s t r a t i o n  was concerned t h a t  
t h e  a d d i t i o n a l  money p u t  i n t o  t h e  General  Fund and spending would 
be a c c e l e r a t e d .  Then, when t h e  c o a l  t a x  money i s  gone t h e  s t a t e  
would have t o  r e v e r t  t o  o t h e r  sou rces  of income. M r .  Rober ts  of 
t h e  Governor ' s  O f f i c e  expressed  concern t h a t  t h e  moneys from t h e  
Coal Tax Fund should be  s p e n t  w i se ly  s o  t h a t  t h e  s t a t e ' s  p o s i t i o n  
i n  t h e  p r e s e n t  l i t i g a t i o n  should n o t  be jeopardy.  H e  f e l t  t h e  
committee should proceed c a u t i o u s l y  i n  a l l o c a t i n g  p o r t i o n s  of  t h e  
p i e ,  s o  t h a t  the c o u r t s  could s e e  t h e  moneys w e r e  being s p e n t  w i s e -  
l y  * 



Next t o  t e s t i f y  was M r .  G r o f f ,  r e p r e s e n t i n g  t h e  Department 
of  Revenue, who a l s o  s a i d  he f e a r e d  t h e  cGurt  s u i t  might be i n  
jeopardy should t h a t  body dec ide  t h e  moneys were no t  being s p e n t  
t o  t h e  g r e a t e s t  advantage f o r  t h e  s t a t e .  M r .  f b c k l e r  t e s t i f i e d  
he had t o  o b j e c t  because impact coun;zes were be ing  c u t  i n s o f a r  
a s  t a x  a l l o c a t i o n s .  M r .  Doney s a i d  he w a s  a t  t h e  meeting t o  an- 
s w e r  any q u e s t i o n s  t h e  committee might have a s  f a r  a s  renewable 
energy  programs a r e  concerned.  M r .  Cohn, chairman of  t h e  Coal 
Board, a l s o  spoke and gave a b r i e f  summary of t h e  g r a n t s  t h e  
Board had made i n  t h e  p a s t  yea r  and j u s t i f y i n g  t h e  Board 's  de- 
c i s i o n s  and e x i s t e n c e .  H e  mentioned an a n t i c i p a t e d  produc t ion  
o f  approximately  5 0  m i l l i o n  t o n s  f o r  1979 and s a i d  t h i s  i s  an 
i n c r e a s e  of  24  m i l l i o n  t o n s  f o r  t h e  l a s t  y e a r ,  t h u s  t h e r e  would 
be c o n s i d e r a b l e  a d d i t i o n a l  impact  on t h e  coal-producing c o u n t i e s .  

M r .  Hol l iday  of  t h e  F i s h  & Game Dept.,  d i s t r i b u t e d  a r e p o r t  
on t h e  1977-78 Parks  A c q u i s i t i o n ,  a l s o  made p o s s i b l e  by t h e  Coal 
Tax funds .  M r .  Ha r r i son  f e l t  t h e  impact g r a n t s  mer i ted  g r e a t e r  
concern;  he  a l s o  r e f e r r e d  t o  t h e  l i t i g a t i o n  and t h e  f e a r  t h a t  
had been expressed  e a r l i e r  by o t h e r  w i t n e s s e s  o f  j eopa rd i z ing  
t h i s  c o u r t  case .  M r .  Miller asked t h a t  t h e  committee n o t  l o s e  
s i g h t  o f  t h e  a r e a s  t h a t  a r e  f e e l i n g  impact.  M r .  Dougherty gave 
tes t imony a s  w e l l ,  and d i s t r i b u t e d  a copy o f  h i s  t es t imony,  s e e  
Exh. # 4 .  M r .  Campbell spoke b r i e f l y  f o r  t h e  impacted c o u n t i e s  
and upholding work of t h e  Coal Board. M r .  Pogue spoke a s  a neu- 
t r a l  b u t  r e g r e t t e d  t h e  f a c t  t h a t  s m a l l e r  pe rcen tages  of  t h e  Coal 
Tax would go t o  a l t e r n a t i v e  energy.  H e  d i s t r i b u t e d  cop ie s  of  a 
b rochure ,  s e e  Exh. #5 ,  a t t ached .  M r .  S tephens  spoke b r i e f l y  
a l s o ,  f o r  t h e  impacted c o u n t i e s  and s a i d  most improvements took 
t ime and t o  s t o p  funds  t o  t hose  c o u n t i e s  when t h e i r  p r o j e c t s  
were n o t  y e t  complete ,  would i n  h i s  o p i n i o n ,  be a mis take.  

Sena to r  Mathers made h i s  concluding remarks and s a i d  
he f e l t  t h e  worry of  ' b e i n g  hooked' on Coal Tax moneys was a 
gro<hdless  worry a s  t h e  p r e d i c t i o n  was made t h e r e  would be c o a l  
p roduc t ion  i n  Montana f o r  about  2 0 0  y e a r s .  He a l s o  f e l t  t h e  
b i g  concern over  t h e  law s u i t  was no t  necessary .  He asked t h e  
Taxa t ion  Committee t o  look c a r e f u l l y  a t  t h e  l e v e l  of  t a x a t i o n  i n  
Rosebud and Big Horn c o u n t i e s  i n  p a r t i c u l a r ,  n o t i n g  t h a t  Rosebud 
has o i l  p roduc t ion  i n  t h e  n o r t h  end o f  t h e  county and c o a l  i n  t h e  
sou the rn  end. H e  s a i d  $5 m i l l i o n  had been l e f t  f o r  impact and 
he f e l t  t h i s  was ample if C o l s t r i p  3 and 4 a r e  cont inued .  H e  
asked t h e  committee a l s o  t o  look a t  some of t h e  g r a n t s  made by 
t h e  Coal Board, mentioning i n  p a r t i c u l a r  t h e  l i b r a r y  b u i l t  f o r  
M i l e s  C i t y  Community Col lege.  He s a i d  he  f e l t  t h e  L e g i s l a t u r e  
shou ld  review t h i s  c o a l  money p e r i o d i c a l l y  and d e c i d e  if t h e  
programs a r e  l e g i t i m a t e .  He a l s o  s a i d  t h e  money has  no t  been 
s p e n t  f o r  t h e  highways. H e  s a i d  Sena to r  Manning had t r i e d  t o  
o b t a i n  matching F e d e r a l  funds  f o r  t h e  moneys se t  a s i d e  and had 
n o t  a s  y e t  been s u c c e s s f u l .  

The meeting was then  opened f o r  q u e s t i o n s  from t h e  commit- 
t e e .  Sena to r  Roskie ques t ioned  M r .  Bousliman concerning h i s  
s t a t e d  f e a r  of some of  t h e  Coal Tax moneys go ing  i n t o  t h e  Gen- 
e r a l  Fund. There fol lowed s eve ra l  o t h e r  q u e s t i o n s  and t h e  mem-  4 
b e r s  expressed  t h e  op in ion  t h a t  t h e  Coal Tax money should bene- 
f i t  t h e  e n t i r e  s t a t e .  
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O t t  Tscache,  d i r e c t o r  of t h e  Small Business  M m i n i s t r a t i o n  
i n  Montana, was p r e s e n t  g i v i n g  tes t imony r ega rd ing  t h e  r o l e  of 
t h e  SBA i n  t h e  s t a t e  and t h e i r  i n a b i l i t y  t o  l oan  enough money 
t o  sma l l  businessmen due t o  l ack  o f  i n t e r e s t e d  i n v e s t o r s .  H e  
e x p l a i n e d  t h e  mechanics of  o b t a i n i n g  an SEA Loan, and s a i d  t h e  
banks r e t a i n  9 t o  9 1/2% wi th  t h e  SBA l oan ing  t h e  90%.  He s a i d  
t hey  t h e n  s e l l  t h a t  p e r c e n t a ~ e ,  depending on i n t e r e s t  r a t e s .  H e  
made r e f e r e n c e  a l s o  t o  e q u i t y  c a p i t a l  which w a s  s u b j e c t  o f  a  
b i l l  hea rd  p r e v i o u s l y  by t h e  Taxat ion Committee, SE244. 

Fol lowing h i s  tes t imony t h e  hea r ing  was c l o s e d  on S J R S ,  
p r e v i o u s l y  heard  by t h i s  committee. 

CONSIDERATION O F  SENATE BILL 3 4 7 :  Senator  Towe gave a 
b r i e f  summary of t h i s  b i l l  which merely d e f i n e s  t h e  ' l o c a l  e f -  
f o r t '  c r i t e r i a  which t h e  Coal Board must  consider i n  awarding 
l o c a l  impact  g r a n t s .  M r .  Harr ison spoke b r i e f l y  a s  w e l l ,  n e i -  
t h e r  opposing o r  suppor t ing  t h e  b i l l ,  merely sugges t ing  some 
word changes i n  t h e  b i l l  he f e l t  may have been over looked i n  
t h e  d r a f t i n g .  M r .  Mockler f e l t  t h e  b i l l  cou ld  c r e a t e  prob- 
lems a s  c o a l  development began a s  f a r  back as t h e  1950 ' s  and 
t h e  way t h e  b i l l  is  worded it could a f f e c t  c o u n t i e s  which had 
such development f o r  many yea r s .  

M r .  Stephens spoke a l s o  and s a i d  he had t r o u b l e  w i t h  t h e  
wording preced ing  ' c o a l  development'  and f e l t  t h a t  c o u n t i e s  
w i t h  lower m i l l  l e v i e s  do n o t  q u a l i f y  f o r  g r a n t s .  H e  s a i d  
t h e  impacts  a r e  s t i l l  t h e r e ,  i n  some of t h e  c o u n t i e s .  

Due t o  c o n f l i c t s  it was necessary  t o  c u r t a i l  f u r t h e r  t e s -  
timony and Chairman Turnage s a i d  q u e s t i o n s  w i l l  be pe rmi t t ed  a t  
a f u t u r e  work s e s s i o n  on t h e s e  b i l l s .  The meeting was adjourned.  
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Tes t imony o f  N o r t h e r n  P l a i n s  Resource  C o u n c i l  S B  300 
F e b r u a r y  9 ,  1979 

Nr. Chai rman,  members o f  t h e  commi t t ee ,  f o r  t h e  r e c o r d  my name i s  

S t e v e  D o h e r t y ,  and  I am p r e s e n t i n g  t e s t i m o n y  o n  b e h a l f  of t h e  N o r t h e r n  

P l a i n s  R e s o u r c e  C o u n c i l .  N o r t h e r n  P l a i n s  i s  a n  o r g a n i z a t i o n  of f a r m e r s ,  I 
r a n c h e r s ,  a n d  o t h e r  e i t i z e n s  who a r e  c o n c e r n e d  w i t h  t h e  effects o f  e n e r g y  

and mineral i n d u s t r i a l i z a t i o n  o n  a g r i c u l t u r e  and a g r i c u l t u r a l  p e o p l e .  I 
The d e b a t e s  o v e r  t h e  e n a c t m e n t  o f  a 308  severance  t a x  f o r  s u b - b i t u m i n o u s  1 
c o a l  wcrc l o n g  and  hard. I n  t h e  end the 3 0 %  s e v e r a n c e  t a x  was made la a 
b e c a u s e  w e  Montanans wanted  t o  a v o i d  t h e  r a v a g e s  o f  t h e  p a s t ,  s o f t e n  

t h e  b l o ~ s  d u r i n g  t h e  p r e s e n t ,  and  move t o w a r d s  imp lcmcn t ing  a r e n e w a b l e  I 
e n e r g y  f u t u r e .  Along w i t h  t h e  d e b a t e s  o v e r  t h e  l e v y i n g  o f  a n y  t a x  f o l l c . :  

t h e  i n e v i t a b l e  d e b a t e s  o f  how i t ' s  g o i n g  t o  be s p e n t .  
I 

U n f o r t u n a t e l y ,  t h e  d e b a t e s  o f  Mon tanan ' s  o v e r  t h e  s l i c i n g  o f  t h e  c o a l  t a x  

p i e  have  b e e n  r u d e l y  i n t e r r u p t e d  by t h e  f i l i n g  of  a l a w s u i t  a g a i n s t  o u r  1 
c o a l  t a x .  A s u c c e s s f u l  d e f e n s e  i s  v i t a l  t o  t h e  S t a t e  of Montana. I 
A c c o r d i n g l y ,  NPRC i s  opposed  t o  s u b s t a n t i a l  a l t e r a t i o n s  o f  t h e  d i s t r i b u t i  1 
fo rn lu l a s  (wh ich  nlay a f f e c t  o u r  s u c c e s s f u l  d e f e n s e  of tl-lc s u i t )  u n t i l  t h e  co 

tax sui. t i s  s e t t l e d .  a I 
I 

Thank you. 



S e n a t o r  E a r o i d  Dover 

SENATE E I L L  2 9 4  

M r .  Chairman, members o f  t h e  committee.  I t  i s  b e i n g  recogn ized  

today  t h a t  a g r i c u l t u r e  i s  n o t  mere ly  a food p r o d u c t i o n  sys tem b u t  

i s  a d o m e s t i c  r enewable  energy  p r o d u c t i o n  sys tem.  One form of 

energy  i s  food  which h a s  o f t e n  t i m e s  been produced i n  e x c e s s .  I t  

h a s  been o u r  p r a c t i c e  t o  pay f a r m e r s  t o  s h u t  down p a r t  o f  t h i s  

mass ive  e n e r g y  p r o d u c t i o n  system because  o f  i t s  o v e r - p r o d u c t i o n  of  

food .  However, when a g r i c u l t u r e  i s  c o n s i d e r e d  as a  t o t a l  ene rgy  

p r o d u c t i o n  sys tem i t  o f f e r s  a  g r e a t  c o n t r i b u t i o n  t o  o u r  f u e l  ene rgy  

problems today .  E t h a n o l  made from t h e  s t a r c h e s ,  wheat ,  b a r l e y ,  

s u g a r b e e t s  and p o t a t o e s  c a n  b e  mixed w i t h  g a s o l i n e  and g i v e  b e t t e r  

o c t a n e  r a t i n g s ,  c l e a n e r  b u r n i n g  f u e l  and b e t t e r  mi leage .  A l l  o f  

I t h e s e  f a c t o r s  are vey i m p o r t a n t  today  w i t h  o u r  concern  o f  p o l l u t i o n  

and s c a r i t y  o f  f o s s i l  f u e l .  (Paper -cu t  backs  - h i g h e r  c o s t .  up t o  

30% e t h a n o l  can be mixed w i t h  g a s o l i n e  w i t h  l i t t l e  or  no a l t e r a t i o n s  

of t h e  f u e l  sys tem.  However, g a s o h o l  h a s  been t r a d e  marked which 

i s  1 0 5  anyhdrous  a l c o h o l  and 9 0 %  unleaded g a s o l i n e .  Gasohol i s  b e i n g  

marketed  c o m p e t i t v e l y  i n  s e v e r a l  s tates  i n  t h e  c e n t r a l  U.S., a long  

t h e  e a s t  c o a s t  and Alaska .  The demand f o r  g a s o h o l  i s  g r e a t e r  t h a n  

t h e  p r o d u c t i o n  today .  

Two y e a r s  ago w e  w e r e  t o l d  g a s o h o l  w a s  n o t  e n e r g y  e f f i c i e n t .  

L i t t l e  had been done t o  p roduce  e t h a n o l  a s  a f u e l .  I t  w a s  produced 

f o r  hunan consumpt ion.  I n  Chicago,  a t  o u r  l a s t  N a t i o n a l  Gasohol  

mee t ing  e n g i n e e r s  and b u i l d e r  of  d i s t i l l e r i e s  t o l d  u s . ~ f  methods 

t h e y  now have f o r  p roduc ing  e t h a n o l  f o r  f u e l  t h a t  d e f i n i t e l y  make 

i t  energy  e f f i c i e n t  a s  w e l l  a s  c o m p e t i t i v e  w i t h  o u r  g a s o l i n e  today .  

Some o f  t h e  b i g  p l u s e s  f o r  ethanol i s  i t s  a b i l i t y  t o  i n c r e a s e  o c t a n e  

a n 2  t o  r e d u c e  e x h a u ~ k  g a s  ern isz ions .  Cars h ~ r r t r n ~  r r ~ c n h r i l  i r c  , . r i  + h  



, Page 2 

t h i s  m i x t u r e .  The c a r s  g i v e  a  much b e t t e r  per formznce  because  o f  

b e t t e r  i g n i t i o n  and a b e t t e r  burn ing  f u e l .  EPA h a s  recogn ized  

t h i s  and approved i t  a s  a n  a d d i t i v e  t o  g a s o l i n e  and encouraged 
I 

f u r t h e r  s t u d y  f o r  l a r g e r  p e r c e n t a g e s  o f  e t h a n o l  t o  g a s o l i n e .  The 

d e p a r t m e n t  has a l s o  s a i d  t h a t  i f  a s e r v i c e  s t a t i o n  h a s  o n l y  3 

I 
pumps (1 r e g u l a r ,  1 premium and 1 f o r  unleaded g a s o l i n e )  g a s o h o l  I 
may r e p l a c e  t h e  un leaded  g a s o l i n e  pump. Also  4 c ts .  of  f e d e r a l  

g a s o l i n e  t a x  i s  t a k e n  o f f  t h e  g a s o h o l .  
I 

One o t h e r  a d v a n t a g e  of  e t h a n o l  i s  t h e  main food i s  s t i l l  n o t  

used .  T h e r e  i s  a l o t  o f  p o t e n t i a l  f o r  b e t t e r  u t i l i z a t i o n  c f  

I 
e t h a n o l  i n  o u r  g a s o l i n e  and u s e  o f  t h e  by-products .  For example,  I 
i f  wheat  i s  used t o  o b t a i n  e t h a n o l ,  t h e  by-products  a r e  g l u t e n ,  

and h i g h  p r o t e i n .  P r e s e n t l y  most of o u r  g l u t e n  i s  imported frnm 
I 

~ u s t r a l i a  (1978 - 51,648,378 l b s .  a t  38 c t s .  p e r  15.) I t  i s  used f o r  a 
making b r e a d .  Most o f  o u r  p r o t e i n  f o r  feed  i s  impor ted  i n t o  Montana. 

W e  have  it a l l  i n  Montana and c o u l d  d e v e l o p  p r o d u c t s  and a market  I 
t h a t  would p r o v i d e  t h e  needs  o f  Montana, employment f o r  ou r  p e o p l e ,  

b e t t e r  u t i l i z a t i o n  of  o u r  farm p r o d u c t i o n .  Many i n  t h e  wor ld  a r e  
I 

hungry t o d a y ,  b u t  t h e y  d o n ' t  need s t a r c h y  food.  They need p r o t e i n  and 

t h a t  i s  t h e  by-product  when e t h a n o l  i s  t a k e n  o u t .  Yore work needs  t o  

be done t o  d e t e r m i n e  food p r o d u c t s  t h a t  t h e  p u b l i c  w i l l  a c c e p t  and c a n  I 
be marke ted .  One o f  t h e  b i g g e s t  problems w i t h  t h e  p r o d u c t i o n  o f  e t h a n o l  

i s  what  c a n  b e  done w i t h  t h e  by-produc t s ,  l i v e s t o c k  f e e d - c a t t l e ~ e n -  

I 
farming-more income. Another  a r e a  t h a t  needs  r e s e a r c h  i s  what i s  t h e  I 
b e s t  a g r i c u l t u r a l  p r o d u c t  t o  r a i s e  f o r  making e t h a n o l .  These a r e  t h r e e  I 
a r e a s  o f  r e s e a r c h  t h a t  need t o  be worked on now (1) b e s t  usage o f  

e t h a n o l  w i t h  c r u d e  o i l ,  ( 2 )  r e s e a r c h  i n t o  v a r i o u s  foods by-products  

and d e v e l o p i n g  a marke t  ( 3 )  b e s t  a g r i c u l t u r a l  p r o d u c t s  t o  produce  etha:: 
1 

f a r n r r s  c a n  g e t  more money producinq f u e l  
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TO do  t h i s  it i s  n e c e s s a r y  t o  have sone ethanol i n  p r c d u c t i o n  and 
I 

have t h e  n e c e s s a r y  r e s e a r c h .  I t  i s  n e c e s s a r y  t o  g e t  some p l a n t s  i n  

o p e r a t i o n .  There  i s  no q u e s t i o n  a l c o h o l  p r o z u c t s  w i l l  be a f u t u r e  

fuei. W e  can be a  p r o d u c e r  o r  w e  can  impor t  i t  i n t o  o u r  s t a t e  

l i k e  so many o t h e r  t h i n g s  w e  do;, 

S e n a t e  B i l l  294  i s  a  means of  p r o v i d i n g  t h e  f i n a n c i a l  r e s o u r c e s  

f r o m  a g r i c u l t u r a l  by means of a check o f f  o f  2& a b u s h e l  o f  wheat  

2d p e r  hundred  pounds o f  b a r l e y .  The Department of  A g r i c u l t u r e  

would b e  head  o f  t h e  program. T h e  26 would b e  t a k e n  o f f  t h e  f i r s t  

s a l e ,  l i e n  o r  mor tgage  o f  t h e  g r a i n  o n l y .  The p roducer  can  r e q u e s t  

a  r e f u n d  of  h i s  money w i t h i n  90 days  i f  he d o e s  n o t  want t o  t a k e  

p a r t  i n  t h e  program. The f u n d s  would be  used f o r  d e t e r m i n i n g  new 

u s e s  o f  wheat  and b a r l e y  i n  r e l a t i o n  t o  g a s o h o l  and food p r o d u c t i o n ,  

L d e v e l o p i n g  improved g a s o h o l  d i s t i l l a t i o n  t e c h n o l o g y ,  marke t ing  

knowledge and m a r k e t s .  I t  would p r o v i d e  g r a n t  money t o  p u b l i c  

o r  p r i v a t e  o r g n i z a t i o n s  f o r  p r o j e c t s  d e m o n s t r a t i n g  t h e  f e a s i b i l i t y  

of  g a s o h o l  p r o d u c t i o n  and i n c l u d e s  t h e  c o n s t r u c t i o n  and o p e r a t i o n  

o f  d i s t i l l a t i o n  p l a n t s .  

Any g r a n t  p r o p o s a l  o v e r  $500,000 must have  l e g i s l a t i v e  a p p r o v a l .  

T h i s  b i l l  would p r o v i d e  funds  t o  enhance o u r  farm program and 

h e l p  o u r  f a r m e r s ,  h e l p  o u r  ene rgy  problems and p r o v i d e  more b u s i n e s s  

and jobs i n  Montana. 

E t h a n o l  coming from a farm p r o d u c t  i s  a  domes t i c  renewable  energy .  

I t  i s  s o l a r  ene rgy .  I t  i s  produced by o u r  own p e o p l e  and h a s  an 

employment f a c t o r .  I t  p r o v i d e d  a n o t h e r  u s e  of o u r  a g r i c u i t u r a l  

p r o d u c t s  y e t  i t  r e t a i n s  t h e  food w e  need f o r  l i v e s t o c k  and  human 

consumption.  I t  p r o v i d e s  u s  w i t h  a much needed f u e l .  A f u e l  t h a t  

g i v e s  b e t t e r  pe r fo rmance .  We n e e d  a n  a c t i v e  s t a t e  proqrarn f o r  



developing best u s e  of e t h a n o l ,  b e s t  u s e  of f o o d  b y p r o d u c t s  a n d  a 

market  f o r  them. W e  n e e d  e i t h e r  l o w  i n t e r e s t  l o a n  money o r  g r a n t s  

t o  b u i l d  plants - p l a n t s  from I million t o  $30-$40 million. T h e r e  

is f e d e r a l  m a t c h i n g  funds .  The need f o r  t h i s  program i s  c o n i n g  a t  

an e v e r  increasing r a t e .  W e  need  t o  63 a s  much a s  w e  can t o  setup 

t h e  bes t  program for Montana now. 

I u rge  your s u p p o r t  of S e n a t e  Bill 294 .  
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Owner  and  Pr inc ipa l  Engineer 

Academics - B S  and  MS in Chemical Eng ineer ing  a n d  Pre-PhD in Bio-Chemical 

Eng ineer ing  f r o m  MSU . 

Exper ience - I n d u s t r i a l  experience-12years-6 companies. I n d u s t r i a l  a n d  

4 Engineer ing  Consul tant-sel f -employed since 1968. 

1975 - Retained by John O r t h  o f  MERDl t o  be  Project  Leader  f o r  t h e  FEA 

S u i t a b i l i t y  S t u d y  o f  S i t i n g  Coal-Fi red E n e r g y  i a c i l i t i e s  a t  Glasgow 

AFB. Pro jec t  resu l t s  i den t i f i ed  f u t u r e  prob lems f o r  Montana's 

petro leum and  na tu ra l  gas s u p p l y  and  demand. 

hlontana C r u d e  Oi l  S u p p l y  - 1975 - 43% Canada; 40% Wyoming and  17% 

Montana. 

In 1977 Canada s u p p l y  c u t  t o  30% and  i s  t o  be c u t  t o  zero in 

1983. 

Montana Ref inery  Capac i ty  - 160,000 b b i / d a y  wh ich  i s  36% o f  t h e  to ta l  

capac i ty  

o f  t h e  N ~ r t h e r n  Great  Flains. 

Montana E n e r g y  Demand - 36% I n d u s t r y ,  31% Transpor ta t ion ,  15% Commercial 

and  Residential  and  4% A g r i c u l t u r e .  T r a n s p o r t a t i o n  e n e r g y  

demand i s  73% gasoline, 18% ra i l road  diesel, 9% h ighway  diesel.  

Montana a g r i c u l t u r a l  f i e l d  operat ions a n d  f a r m  vehic les t a k e  56% 

o f  t h e  sector 's  demand. 

Techno logy Assessment o f  t h e  Product ion  of Fuels f r o m  Montana Crops  a n d  

C r o p  Residues c u r r e n t l y  be ing  c a r r i e d  o u t  by B r e s l f o r d  Eng ineer ing  

u n d e r  t h e  DNRC-AR ES Program. Ethanol (Power Alcohol) f r o m  

Montana c rops  and c r o p  res idues i s  the one a p p r o p r i a t e  a n d  I 

adaptable t o  Montana's f u t u r e  liquid fue l  needs, a n d  has been 

recommended it f o r  more deta i led assessment in Phase l i  of t he  

c u r r e n t  T A .  



C u l t u r a l  Ne t  Energy  Y ie ld  f rom wheat a n d  b a r l e y  p r o d u c t i ~ n  ,on a heat  

equ iva lent  basis, i s  1000%, whereas c o r n  is  400%. 

e 

American Agr i -Fue l ,  I nc .  o f  C l in ton ,  Mo. 

A b o u t  200 farmers  formed AFI, ra ised adequate f i nanc ing  and  

w i l l  soon b e  c o n s t r u c t i n g  t h e  f i r s t  U.S. power  alcohol p roduc t ion  

p lant ,  u s i n g  corn,  wheat, a n d  milo g ra ins  as r a w  materials. 

Engineers a r e  Vogelbusch Boh ler  Bros .  o f  Houston, Texas, a 

U.S. s u b s i d i a r y  o f  a major, exper ienced A u s t r i a n  eng ineer ing  

f i rm .  T h e  A F I  power  alcohol p l a n t  w i l l  cos t  $32.million & p roduce  

20 mi l l ion bbl o f  power  zlcohol p e r  year. A t  a se l l ing  p r i c e  of 

$1.25/ gallon, R e t u r n  o n  Investment  shou ld  b e  12% p e r  year, 

inves tment  recovery ,  p r o f i t  and depreciat ion i s  expected t o  b e  

43 years.  

Wheat and  B a r l e y  a r e  b e t t e r  r a w  materials because (1) h i g h e r  valued by- 

p r o d u c t  s & (2) h i g h e r  n e t  renewable e n e r g y  y ie ld .  

Power Alcohol p lan ts  o f  today 's  technology a r e  cont inuous fe rmenta t ion  a n d  

d is t i l la t ion,  u n l i k e  be"erage and medicinal g r a i n  alcohol p lants.  

T h e y  cost  300% less t o  build and 100% less e n e r g y  t o  operate. I 
- 

Overa l l  Net  Renewable E n e r g y  - f rom wheat and/or b a r l e y  t o  power 1 
alcohol i s  175%. I 

Gasohol Fuel - 2 mi l l ion mile road t e s t  w i t h  Nebraska State vehic les demonstrated 1 
5% increase in MPG o v e r  gasoline. x 

A g r i c u l t u r e  i s  Montana's l a rges t  i n d u s t r y  and  t h e  o n l y  one t h a t  has t h e  

potent ia l  t o  become renewable e n e r g y  sel f  s u f f i c i e n t !  I 
B r e l s f o r d  Eng ineer ing  u r g e s  t h e  adoption o f  t h e  proposed legis lat ion re lated { 

t o  Gasohol, Power Alcohol, 

Renewable E n e r g y  Sources. 

- -- 
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T e s t i m o n y  o f  N o r t h e r n  P l a i n s  Resource  C o u n c i l  SB 300  
F e b r u a r y  9 ,  1 9 7 9  

Mr. Chai rman,  members o f  t h e  committee, f o x  t h e  r e c o r d  my name i s  

S t e v e  D o h e r t y ,  and  I am p r e s e n t i n g  t e s t i m o n y  o n  b e h a l f  o f  t h e  N o r t h e r n  

P l a i n s  R e s o u r c e  C o u n c i l .  N o r t h e r n  P l a i n s  is a n  o r g a n i z a t i o n  of f a r m e r s ,  I 
r a n c h e r s ,  a n d  o t h e r  c i t i z e n s  who a r e  c o n c e r n e d  w i t h  t h e  e f f e c t s  o f  e n e r g y  

and m i n e r a l  i n d u s t r i a l i z a t i o n  o n  a g r i c u l t u r e  a n d  a g r i c u l t u r a l  p e o p l e .  8 
~ h c  d e b a t e s  o v e r  t h e  e n a c t m e n t  o f  a  3 0 %  s e v e r a n c e  t a x  f o r  s u b - b i t u m i n o u s  1. 
coal were l o n g  and  h a r d .  I n  t h e  end t h e  3 0 %  s e v e r a n c e  t a x  was made l a .  

#. 

d b e c a u s e  we Montanans wanted  t o  a v o i d  t h e  r a v a g e s  o f  t h e  p a s t ,  s o f t e n  
4 

tIie blows d u r i n g  t h e  p r e s e n t ,  and  move t o w a r d s  imp lemen t ing  a  r e n e w a b l e  I 
e n e r g y  f u t u r e .  Along w i t h  t h e  d e b a t e s  o v e r  t h e  l e v y i n g  o f  a n y  t a x  

t h e  i~evitable debates  of how i t ' s  going t o  be spent. 

- 

U n f o r t u n a t e l y ,  t h e  d e b a t e s  o f  Mon tanan ' s  o v e r  t h e  s l i c i n g  o f  t h e  coal  t a x  

p i e  have b e e n  r u d e l y  i n t e r r u p t e d  by t h e  f i l i n g  o f  a l a w s u i t  a g a i n s t  o u r  

c o a l  t a x .  A s u c c e s s f u l  d e f e n s e  i s  v i t a l  t o  t h e  S t a t e  o f  Montana. 0 
A c c o r d i n g l y ,  NPRC i s  opposed  t o  s u b s t a n t i a l  a l t e r a t i o n s  o f  t h e  d i s t r i b u t  c, t 
f o r m u l a s  (which  may a f f e c t  o u r  s u c c c s s f r l l  cIcfensc o f  t h e  s u i t )  u n t i l  t h e  cf.- 

t a x  s u i t  i s  s e t t l e d .  

Thank  you. 






