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~lI'wrl'ES Of TIlE SELSC'I' 
COMMIT'l'P~ ON ECONOMIC nEVRLOPMRN~ 

January 26, 1981 

The first meeting of the Select Committee on r:conoIClic Deveop­
ment was called to order by Chairman John Vincent at 7~n3 in room 
224A of the Capitol Building, Helena, Montana on January 26, 1983. 

Roll call was taken and all members were present with the ex­
ception of Representative Hal Harper. 

Representative Vincent opened the meeting, explaining that 
there would be two segments of the meeting - (1) to consider the 
hiring of a professional economist to help tl-)e committee through 
the deliberations and (2) to hear testimony on Representative Kit­
selman's HJR 6 and Representative Fabrega's HB 70. 

Representative Vincent gave a statement explaining his memo 
regarding the first half of the meeting. He stated that the com­
mittee has an opportunity to hire a trainect economist, but he wanted 
to make it absolutely clear that this coromittee does not need to 
do this - that it is a decision for the committee to make. He fur­
ther stated that if, after interviewing the two people that he had 
been able to find and if the committee decided to hire one of them, 
that they could certainly do it, but that the committee could decide 
first if they wanted to hire counsel. Then they could decide which 
one of the two people they interviewed that they would like to hold 
that position. 

Representative Ramirez questioned whether the committee has 
the right to do that and explained that he was surprised that this 
was being done. 

Representative Vincent replied that he believed t 11at they 
do have the right and that he did not think there was anything in 
the rules that precluded them from doing this. He thought that 
there was money available in the feed bill for contract services 
that would enable them to do just this. He further stated that 
the actual contractual arrangements would have to be discussed by 
this committee and negotiated between the Speaker and the individual. 
He also said that he 11ad been able to find nothing that precluded 
them from doing this. He emphasized that they are going to be 
dealing with extremely technical information and information that 
is very complex in nature. 

Representative Fagq questioned whether any committee could 
request someone to come in, such as a doctor for Natural Resources 
or a taxation expert. 

Representative Vincent replied that he did not really believe 
so; that you can never rule that possibility out, but he did not 



~linutes of the Select Conmi t te,~ on Economic fJeve lopmen t 
January 26, 1983 
Page Two 

feel that this was the case. He felt that a precedent becomes 
a precedent if you let it, in fact, become established. He felt 
that it could be made clear that they do not intend for this to 
set a precedent; and that this is, in fact, a select committee 
that has been specifically created to pay close attention and 
give close scrutiny to economic rlevelopment issues. He said that 
it is special, and it is select, and given the very nature of the 
committee, a consultant is more than justified especially if the 
committee believes that to be the case. 

Representative Fabrega noted that in 1979, there was a select 
committee appointed to look into some problems occuring with 
prisoners and that that committee did hire a legal consultant. 

Representative Kemmis made a statement clarifying whether 
a committee on its own and, without approval, could proceed to 
hire a consultant. He thought the answer would be no. He felt 
it would require the approval of the Speaker. He stated that there 
is money that has been budgeted, and although it does not appear 
in the feed bill, professional counseling is one of the categories 
there; and the total amount is about S25,000.00. He further said 
that these things come up in strange ways under the budget, but 
that there certainly are precedents for hiring professional ser­
vices. He explained that it would have to be approved by the 
Speaker in any event. He also declared that he would have no 
Objection to having it submitted to the Legislative Administration 
Committee for their approval. He felt that if the contract was 
kept within reason, say not in excess of $3,000.00, he would be 
inclined to approve. 

Representative Vincent explained that he felt that larger 
financial institutions would have a direct interest in what this 
committee and this legislature will develop in 1-95 and other 
economic development issues; and they have trained economists on 
staff or have access to them. He stated that it is only fair 
and right that the committee be staffed likewise so that the 
committee is not at a lost relative to ~1Aving their own counsel. 

INTERVIEWS OF APPLICA~TS 

Mr. Bruce Finnie gave background information as to his edu­
cation, professional experience, recent research contracts, con­
sulting clients and other pertinent information pertaining to 
his qualifications. 

Representative Ramirez noted that the applicant had written 
"Capital Formation and DevelopElent Finance in Montana" in 1981) 
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for the Governor and had some connection with Belvin-Daniels. 
He questioned as to whether Mr. Finnie would be predisposed to 
these programs before the com..rnittee ever gets the bills. 

Mr. Finnie stated that he had no conflict of interest in his 
own mind and no bias one way or the other; and he felt that he 
was definitely independent. 

Representative Ramirez questioned if the 1980 publication 
was a basis for the Governor's program - at least in part, and 
Mr. Finnie replied that it was written for a different adminis­
tration and was under contract during the primary. 

Representative Ramirez asked about the ideas in it and if 
they had been used in any way. 

Mr. Finnie replied that the ideas in regard to umbrella 
bonding is part of the administration's plan, hut he stated he 
spent very little time on the administration's plan. The ideas, 
he stated, also embodied the statement of need for equity capital 
in Montana. He said that Representative Fabrega's bill was of 
similar thought; some of the administration's proposals regarding 
tax credits are also of similar thought and that none of the 
ideas are novel - most of them have been practiced with varying 
success in other states. 

Representative Ramirez questioned that if this was the case 
that none of these ideas are really novel and the Department of 
Commerce has looked into these things, do we really need a con­
sultant. 

Mr. Finnie stated that some of these issues are quite com­
plicated and it would be wise to have the opinion of some people 
who have a background in these areas. 

Representative Ramirez asked if the applicant would repeat 
to him what connection he had with Belvin-Daniels. 

Mr. Finnie replied that it was as a subcontractor working 
on a task, resulting in a procedure to find the advantages of 
investing money in-state versus out-of-3tate. 

Representative Ramirez questioned if t~is was in connection 
with I-95. 

Mr. Finnie answered that it was related to I-95, because 
he doubted if the Department of Commerce would have contracted 
with Mr. Daniels in the absence of I-95. 
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Representative Ramirez then questioned if he was subcon­
tracting from Mr. Daniels who was contacting from 

He also questioned what was his areas of function 
as a subcontractor. 

Hr. Finnie replied that it was very specific - he was look­
ing at bank criteria at the county level, attempting to determine 
if there were any unusual patterns, such as bond and assets growth 
at the county level, whether or not you can equate that to economic 
growth, and a variety of other things. The second task involved 
was developing a structure for assessingthe best you can, the 
advantages to the state to increase income and employment oppor­
tunities and potential revenue increases associated with posses­
sing funds in-state when practical versus funds out-oi-state. 

Representative Ramirez asked if his report to Mr. Daniels 
was included in his report to the Department of Commerce. 

Mr. Finnie replied that it was, with editing from Daniels 
and Kerins. (?) 

Representative Ramirez further stated that he would assume 
that because of his interest in this area that Mr. Finnie had 
read and studied the material that has been set forth by the 
Department of Commerce. 

Mr. Finnie stated that he had received a copy sometime last week. 

Representative Ramirez asked him if he felt he had any pre­
conceived notions. 

Mr. Finnie stated that he had none. He stated that his 
contracting, at least for the last year, has been more to the 
private - probably 60/40 - but he stated that he felt no particu­
lar attachment to anyone or idea. He explained that economists 
generally, except where there is almost a breach of code, do not 
represent party philosophy - they are essentially technicians 
although they do become involved in policy issues. 

Representative Ramirez stated that he would assume that 
in his profession he would be familar with other people in the 
state of Montana who do similar work or who have similar exper­
tise; and questioned if there were other people beside himself 
and Mr. Peres who are economists and who would have similar ex­
pertise. 

Mr. Finnie stated that there are several firms - that there 
is a fairly good-sized firm in Billings called ~ou~tain States 
Research; there is Cap, Inc., in Bozeman, primarily involved in 
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aeronautics; there is Western Analysis; and he was sure there 
was a variety of consultants wit~in the university system. 

Representative Ramirez wondered if he felt that they would 
have similar expertise with his and Mr. Finnie replied that he 
thought that would depend entirely upo~ the person. 

Representative Vincent asked Mr. Finnie what he perceived 
his ability is to take the kind of complex things t~at the com­
mittee is gbingto be looking at and relate that to the others 
on the committee, who do not have a great deal of expertise. He 
explained that he knows that it is very technical, but it is going 
to be important that the committee understand it and know what 
the bottom line is. He requested that Hr. Finnie comment relative 
to the kind of job that he felt he could do. 

Mr. Finnie stated that he felt it was reasonable to say that 
he could take the essence of a piece of legislation and reduce 
it to something that is more understandable than the legislation 
itself. He reitereated that his approach, should he be chosen 
for this job, would be to condense all aspects of the issue to 
the essentials, to write brief memorandums pertaining to the pros 
and cons of the issues: he would be willing to offer his opinion 
as to his positions; and, as he said before, economists are gen­
erally not in the same position as attorneys - they are more in 
the same situation as accountants and engineers. He declared 
that he would also be prepared to make presentations again re­
ducing somewhat complicated ideas to ideas which are more easily 
digested by people who are not specifically familar with this 
area. 

Representative Vincent stated that if the hearing of last 
Saturday was any indication (wherein during that hearing, they 
heard about twenty individuals regarding 1-95 and economic de­
velopment), he felt that it seemed pretty clear to him that much 
of the legislation that is being introduced is not going to be 
considered a gift; it is not going to be accepted at face value; 
virtually every piece of it will come under close scrutiny by 
a lot of different people - from private citizens, who have an 
interest in this, to small businessmen, to potential entrepre­
neurs, to people from all walks of life - and that they will be 
offering suggestions for amendments to every piece of legislation 
that we are going to consider and when tl1at happens, he felt 
that it was going to be important for this committee to look at 
what we have in legislation - that there will be suggestions for 
offering amendments to every piece of legislation - and when that 
happens, it will be important for this committee to he able to 
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look at what we have. He explained that there will be sugges­
tions for amendments that mayor may not be in shape to include 
in the legislation - that it might be a concept - and have Mr. 
Finnie do a comparison for the committee and give us a:1 objec­
ti ve analysis. He requested tha t ilr. Finnie address this in re­
gard to what he thought his abilities were. 

Mr. Finnie replied that in taking a large amount of paper, 
condensing it, making presentations so that everyone involved 
has an understanding of the issues, he felt he would have this 
ability. 

Representative Vincent commented that it was difficult to 
say - someone might just stand up and say that it is their un­
derstanding that this provision of the bill does this and they 
might not want it to do that and offer just a new concept or 
objective. They could come in at that point and actually offer 
amendatory language that is very tightly drawn and very specific. 
He inquired if Mr. Finnie perceived if he had the ability to 
access either kind of situation. 

Mr. Finnie stated that he believed that he would be able 
to handle that quite well. 

Representative Vincent explained that he felt that this 
was going to be very important to them, because everybody in­
volved in this process has emphasized that because the initia­
tive is essentially an act of the people that a lot of people 
will want to have access to the committee to give us their ideas. 
He exclaimed that it was very important to him that (1) they be 
given that opportunity to do so and (2) that they are able to 
assess what they have to say. He said that they might not 
be coming here as economists and not as people with a lot of 
expertise in some of these areas, but just people with legitimate 
concerns, interests and objectives that they will not be able 
to express in economic terms. He exclaimed that he wanted to 
make it clear that not only do we accomodate them but that we 
have the expertise to take what they say and turn it into the 
kind of format that we need to make a choice. 

Mr. Finnie replied that he felt that he had both the back­
ground in terms of education and hands-on experience, through­
out the last decade, in those areas to be of value to the com­
mittee, particularly in terms of seeing the things before that 
have not worked. 

Representative Marks asked the applicant if he had an idea 
of what the meaning of I~95 is. 
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Mr. Finnie replied that in terms of general philosophy, he 
felt he could address that. He felt that in his own mind there 
lS a definite need, not just within Montana but throughout the 
country, to stimulate investment. He explained that, in this coun­
try, we tend to save far less; consequently, we invest far less 
and activity is far less, resulting in high infla-
tion, high unemployment and all sorts of problems in both the 
private sector and in public. He felt that it was difficult to 
see what will emerge during the session, but as he sees it, the 
goal is to make it easier for businesses around t~e state to meet 
that need; and he felt that t~is did not necessarily make it in 
conflict with the banking industry because they probably need 
the cooperation and participation of the banking industry in any 
state program. He further expanded his statement saying that 
people have tended to look at Montana and the state of Montana 
as capital short; there are a variety of reasons for a state 
being capital short; his own feeling is that when interest rates 
are high, this is regarded as a capital shortage, which makes 
it difficult in the marketplace, when interest rates are high 
elsewhere as well. He felt that one problem that Montana has 
versus the rest of the nation is that there is a very undeveloped 
venture capital base in Hontana. He further explained that the 
reason businesses are not getting the loans that they want is 
because they are under the collateral market. He declared that 
if it is possible to help business out in those early growth 
years, then the state may see the type of development t~at many 
other states have seen. 

Representative Marks questioned that in regard to develop­
ment of venture capital, would Mr. Finnie concede the idea that 
Montana should revolve state funds as venture capital as being 
realistic and practical. 

Mr. Finnie replied that if there were private money involved, 
it is a good idea; but if it was all public money, he would be 
much opposed to that. He felt that if there was a way to generate 
an interest in developing private venture capital through tax 
credits and other measures; and, if we are assuming a::' least 50 
per cent of it and not more, then we may create that sort of in­
vestment pool and skilled financial staff t~at is very much lack­
ing here to aid certain types of businesses. 

Representative Ramirez asked Mr. Finnie if he had a copy 
of the 1980 "Capital Formation and Development Finance in Montana" 
as he would like to see it as an example of his work, and also 
the work he had done for Belvin-Daniels, or anything else that 
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he thought might be represBntative or might relate directly or 
indirectly to the subject. 

Mr. Finnie stated that he would have copies delivered to­
morrow morning. 

Kenneth Robert Peres gave his background information, em­
ployment background, teaching experience, practical experience, 
and qualifications. 

Representative Fagg stated that the applicant seemed to 
have strong political bias an~ he wondered if he could evaluate 
issues on a non-political basis and present them to the group. 

Mr. Peres stated that he is a professional and in terms of 
his role on this committee, it would be to definitely point out 
the options and it would be almost unethical, he believed, for 
the economist to put in biases in terms of any program. He stated 
that the committee was elected by their constituencies and that 
it is their role to make the decisions. He felt that it was the 
role of the consultant to more or less 'set the table' so that 
the committee doesn't have to learn the entire purpose of economic 
doctrine. He said that he felt that the role of the consultant 
would be as a researcher; and in terms of his resume and biases, 
he interpreted it a different way as having a wide range and wide 
array of experience. He explained that he had worked with bankers, 
financiers, manufacturers, small business people as well as state 
and federal officials; and an example of that was his participa­
tion on the Governo's Temporary Committee on Development Finance, 
where he worked with people with various backgrounds and came to 
a common understanding. 

Representative Ramirez said he understood that Mr. Peres 
was on the Governor's Committee on Government Finance and he won­
dered how he got on that committee - did the Governor appoint him. 

Mr. Peres stated that he didn't know who in particular ap­
pointed him, but he thought the reasons were his experience in 
economic development, also his ability to crystalize issues and 
explain concepts and offer options. 

Representative Ramirez said that he believed that Mr. Peres 
made mention that he was on the I-95 subcommittee and he \Omndered 
if he felt that part of his role was to make recommendations to 
the Governor as to what programs he should adopt and how he should 
proceed with his 'Build-Hontana" package. 
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Mr. Peres answered that the role he saw himself in was one 
of generating options to be considered by the committee as a 
whole. He felt that the group could come to some understanding 
and choice of options. He said that in economic development, from 
his experience, he felt that it was important that no one interest 
have the total floor or the monopoly on what options are avail­
able. He stated that for economic development programs to suc­
ceed, as he has seen from his experience, a whole array of groups 
have to be represented and have input into the concepts. 

Representative Ramirez said that he understood that Mr. 
Peres was a voting member of the committee in making recommenda­
tions, so that he did more than just present options, that he would 
actually vote on the ones that he preferred over the others and 
he wondered if this was a fair statement. 

Mr. Peres answered in the affirmative. 

Representative Ramirez asked if he could tell hi~ a little 
bit about the New School for Social Research. 

Mr. Peres answered that it was a graduate faculty that was 
begun in the early 1930s, basically for exiles from Europe. He 
explained that the tradition in which he studied economics was 
the European traditon where he learned many different perspectives. 
He further stated that usually economics is taught as this is the 
way to see things and this is what the economist does; it is 
one basic model. He stated that he had teachers with a vast realm 
of different models from very, very conservative to very liberal 
so he got a broad, classical education; and also that education 
has been very important in that he is able to look at different 
options from different perspectives. He cited an example of when 
he was teaching at the University, he was teaching a course or 
assigned to a course on income distribution and, instead of theory 
that is dry, he applied income distribution theory to Reaganomics 
and did it from three very different perspectives so that the 
students understood that there were different perspectives, dif­
ferent assumptions and different ramifications that come from 
each different view. 

Representative Ramirez commented that he noted in some of 
his publications that r1r. Peres indicated that he made a presen­
tation at the Economic Development Panel of the Boulder Conference 
on Economic Development, called "Three Strategies for the Develop­
ment of Montan'a Economy" and he requested that Mr. Peres tell 
them about that conference and the three strategies that were the 
subject of his paper. 
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Mr. Peres replied that he could not say that much about the 
conference - that he was asked to speak there and what groups 
were there, he did not know. He doesn't remember too well. He 
said that the three strategies dealt with local development pri­
marily and could be expanded to the state. He stated that the 
three strategies were searching out outside appropriations to 
come into a particular area (what is required for that, what are 
the pre-conditions, what do you have to look for) ~ the second 
strategy was developing small businesses within the locality ( 
what is required, what are some of the problems that arise, what 
are the ramifications); and the third was developing local resources 
or state resources for local and export markets (again, looking 
at what are the pre-conditions, what are the problems and what 
are the ramifications). 

Representative Ramirez asked him if he had any writings in that 
presentation and Mr. Peres said he just had notes. 

Representative Ramirez questioned if he made any recommenda­
tions on his presentation or was it purely giving options and 
Mr. Peres replied that it was purely giving options. 

Representative Ramirez questioned Mr. Peres as to whether 
he had any publications for the committee to look at and he re­
plied that the one underlined "Federal Assistance to Community 
Development Corporations:" was basically his work and he could 
get him a copy of that. He stated that he normally prepares only 
notes and gives oral presentations. Representative Ramirez re­
quested copies of whatever notes or publications he might have. 

Representative Vincent stated that the committee was going 
to have a lot of people before this committee that are in some 
cases just generally interested in what we are doing and might 
have concepts that they would like to have pursued and analyzed 
and possib~y developed and implemented into legislation, but may 
not be able to present them in the kind of technical language that 
needs to be converted into and he wondered what Mr. Peres felt 
his capabilities were in something like that - in taking a general 
concept or objective that someone might have and converting that 
into laymans' terms. 

Mr. Peres said that he could not vouch for legal writing 
and how to put something in a form that would make legal sense, 
but in terms of economics that that is what he is trained in as 
a teacher and that he has had great experience in that. 
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Representative Vincent stated that one of the primary ser­
vices that this committee really needs is to take ~aterial that 
is very complex and intricate in nature and boil it down for us 
so that it is understandable as to exactly what it does. 

Mr. Peres said that his strength, as he sees it, are just 
that - to be able to crystalize issues and options into their 
basic components. 

Representative Fagg questioned he applicant as to whether 
he would be available tomorrow on a one-to-one basis. 

The applicant answered in the affirmative. 

Representative Fagg wondered if he had been i~ business for 
himself or consulting for other agencies. 

Mr. Peres replied that it was mostly to tribes, government 
agencies, independent consulting firms, and connected with a 
range from associations, corporations, financial packaging, and 
some marketing. He said he had spend hundreds and hundreds of 
hours over financial packages, financial plans, strategies, 
technical and operational plans and marketing strategies for 
specific businesses. 

Representative Fagg q~estioned if he had his own counsulting 
business and Mr. Peres replied that he was an independent. 

Representative Marks questioned the applicant as to his 
opinion of 1-95. 

Mr. Peres stated that relative to this position, he would 
leave the matter of 1-95 to the representatives. He exclaimed 
that it was a very difficult question and that he felt that it 
was important that a consultant not put personal biases in. He 
said what he could do was give a range of options, how it could 
be interpreted, and what the ramifications of each interpreta­
tion might be. 

Representative Marks questioned as to whether he felt that 
the state of Montana should use some of the state funds for ve~­
ture capital. 

Mr. Peres said his response woul~ be similar-that there are 
different views on using money that comes from a trust fund for 
venture capital development - there is a view that it is not pru­
dent and the ramifications of thati there is a view that, if done 
in a prudent manner at a small level of the whole portfolio as 
has been recommended in other placesi and, on the other hand, 
there are some who say it is quite alright. lIe reiterated that 
he felt that what his role would be would be to map out the rami-
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fications and the mechanisms for each so that the committee it­
self could judge. 

Representative Vincent explained that the two pen that were 
interview tonight were there On his initiative; that he felt 
that it was only fair and only right that if any other member of 
the conunittee knows of another individual, another professional 
economist, that they think is qualified, that they should have 
the opportunity to talk to this committee relative to filling 
this role, that they be afforded this 0p90rtunity. He emphasized 
that he would caution them that time is short and that they don't 
have a great deal of time to accommodate that, but he felt that 
they do have enough time as it would be a little over a week be­
fore they get into that body of bills that are generally dealing 
with 1-95 implementation and the other big economic development 
issues. He stated that he would entertain from any member of 
the committee a suggestion as to another individual that m:3-Y be 
interested and ought to be interviewed by the committee. 

Representative Vinger said that his concern was that they 
only received this letter two days ago; Representative Vincent 
has been working on this thing for two or three weeks; and he 
questioned why their leadership was not consulted as to the fact 
that they were thinking about getting someone so they could have 
a couple here tonight. 

Representative Vincent answered that he felt it was fair 
to say that he had been thinking about this possibility for that 
period of time, but he didn't think it was fair to say that he 
had made the necessary arrangements or contacts to these indivi­
duals and arranged for them to be here. He said that it is a 
difficult environment here and he felt that he had done the best 
that he could. He stated that this is only the first step and 
he offered the opportunity for others to be considered. He fur­
ther stated that had he decided that he wanted to present an op­
portunity to the committee to hire a consultant two or three weeks 
ago, he didn't see why he couldn't have done it; and he felt that 
he would have. 

He further emphasized to the committee that they are going 
to have to act rather quickly and he urged expediency on every­
one's part, if they want to interview someone else. IIe stated 
that they need to reach two decision soon - whether or not to 
hire a consultant; and, if so, who it is going to be. 

Representative Ramirez questioned what the deadline is and 
Representative Vincent stated that he did not want to set a hard­
and-fast deadline. He said that he could not remember the exact 
day and hour that he made contact with these individuals and told 
them that he wanted them to be here for interviews; but he thought 
it was Friday or Saturday of last week; and he realized that time 
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is short, but that can't be prevcntec1. He asked everybody to use 
their best judgment and try to do whatever they could as quickly 
as they could to help the committee come to a decision. 

Mr. Peres stated that if anyone wanted to speak to him to­
morrow, he would be happy to answer any questions they have. 

Representative Fabrega asked if the committee decided to 
hire an economist, how could a contract be negotiated without 
knowing how many hours would be involved or would it be on a 
flexible basis. 

Representative Vincent stated that the Speaker and he had 
determined that there should be caps involved - resources are 
limited and he thought that the Speaker had already indicated 
that $3,000.00 would be the maximum amount that he would consi­
der. He said just what that meant relative to the contractual 
arrangements and the number of hours workert, he was unsure. He 
further stated that consultants of this type can charge as much 
as $30.00 to S50.00 an hour; and he thought that in a brief con­
versation with Mr. Peres, that he talked in terms of more like 
$20.00 to $25.00 an hour; but the terms would be negotiable. He 
thought that, given the structure they were working in, they 
could entrust that to the opinon of the committee, but also, the 
final decision would rest with the Speaker as the chief presid­
ing officer of the House. 

The portion of the hearing on the interviews was closed 
at this time. 

HOUSE JOI~T RESOLUTION 6 

Representative Kitselman gave a brief history of the resolu­
tion and an explanation of its contents. 

Forrest Boles, President of the ~1on tana Chamber of Commerce, 
stated that they have supported this concept for some time and 
they felt this resolution would increase the importance of the 
understanding of economics. 

Hr. Dave G. Goss representing the Billings Cham ter of Com­
merce also gave a statement in support of this bill. 

Mike Fitzgerald, representing the Montana Trade Commission, 
offered a statement in support of this resolution. 

There were no opponents. 
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Representative flanson questionect Reoresentative Kitselman 
about whether there were courses being offered in high school 
now and he replied in the affirmative. 

Representative Vincent pointed out some language that he 
felt should be changed and the hearing on this resolution was 
closed. 

HOUSE BILL 70 

Representative Fabrega, District 44, explainect the bill 
and stated that this would give a credit of 35 per ce~~ against 
the income tax for individuals or corporations making an in­
vestment in a system that produces electricity from non-fossil 
fuel and he stated t~at the credit woulct be for four years after 
finishing the project. 

Ed Stern, Community Development Director for the City of 
Livingston, gave information in developing energy from the 
wind and submitted some handouts. (See Exhibit 7:1.,., A-I, and B.) 

Jim McNairy, representing Alternative Energy Resources Or­
ganization, suggested some changes he felt should be made in the 
bill, such as dropping the $50,000.00. He offered prepared tes­
timony. (See Exhibi t C.) 

John Driscoll, representing Montana PUC, rose in support 
of this bi 11. (See Exhibit D.) 

Bob Olson, representing Evertech Corporation, has an elec­
trical contracting business and stated that they are investi­
gating the feasibility of specific areas for present and future 
wind generation and that a tax credit would he the push needed 
to get them started. 

Representative Dave Brown, District 83, Silver Bow County, 
testified that he was representing the Environmental Quality 
Council, Multi-Tech, Inc. of Butte and himself and he declared 
that he was strongly in favor of this bill. 

Randall Tinkerman, representing American Energy Projects, 
Inc., stated that there were many mistakes that had been made 
in California and he gave testimony and information in support 
of this bill. 
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John Derry, representing the Blackfoot Electric, stated he 
is connected with sales and service of wind electric equipment, 
and he commented on the possibility of small wino generators 
producing electricity for farms and ranches. 

Tom Harpole froQ Avon, who is a logger, gave a statement, 
supporting this bill and said that he was interested in producing 
wind energy himself. 

Whitney Hibbard from the Sieben Livestock Company told the 
committee that they had put in a wind generating system and then 
done an alternative energy feasibility study and found that it 
was not economically feasible at this time. He stated that you 
would have to be in the 50 per cent tax bracket for it to be 
economically feasible. 

Representative Yardley from District 74 gave a brief state­
ment and said that he supported the concept. 

Don Reed, representing the Montana Environmental Informa­
tion Center, testified in favor of the bill. (See Exhibit E). 
He also gave the committee a chart showing corporate tax credits 
for energy conservation and renewable energy systems listed by 
state. (See Exhibit F.) 

Wade Wilkison, representing the Montana Solar Energy Indus­
tries Association, also gave testimony in support of this bill. 

There were no further proponents. 

Sheila Rice, an employee of the Great Falls Gas Company, 
voiced concern that in limiting this to wind generation, that 
it would be at the expense of conservation and she felt that 
the most effective way was through conservation. 

Dan Bucks, Deputy Director of the Department of Revenue, 
stated that he was here to provide information on fiscal effects 
on this particular bill. He submitted to the committee a memoran­
dum from Ellen Feaver, Director of the Department of Revenue. 
(See Exhibit G.) He stated that he could not predict what it 
would cost and he believed that there are ways that possibly a 
credit could be granted that would involve giving a credit against 
new income and new investment in the state. 

Representative Vincent questioned Mr. Bucks stating that 
his comments relative to new investment and how to proceed would 
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preclude a lot of people who have testified today. 

Mr. Buck responded, explaining how credit could be claimed 
against taxes to income generated from sales that corne from wind 
mills as a power source. 

Representative Ramirez asked the question if we use this 
credit for economic development, then it is going to cost the 
state. 

Representative Ramirez asked Mr. Tinkerman how long he would 
be around and where could the committee reach him. 

Mr. Tinkerman stated that he would be glad to help the com­
mittee and commented on some of the problems they have had in 
California and hopefully he could help the committee so that 
some of these problems could be eliminated. 

Representative Metcalf questioned Mr. Tinkerman as to whether 
this has been a benefit to the state or a loss. 

Mr. Tinkerman responded that it depended on whether you 
considered short-term or long-term goals. He further expanded 
on this remark. 

Representative Metcalf said that he had a hard time under­
standing the state is losing money by giving this tax credit. 

Representative Fabrega made a closing statement and Repre­
sentative Vincent appointed a subcommittee consisting of Repre­
sentative Metcalf, Chairman, Representative Schye and Represen­
tative Fabrega. 

The hearing on House Bill 70 was closed. 

EXECUTIVE SESSION 

DISPOSTION OF HOUSE JOINT RESOLUTION 6 

Representative Ramirez moved that the bill be amended on 
line 9 of the title by striking "offer" and inserting "encourage 
the offering of" and the same amendment on page 2, line 2. The 
motion carried unanimously. 
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Representative Ramirez made a motion that the bill DO PASS, 
AS AMENDED. The motion carried unanimously. 

The meeting adjourned at 10:19 p.m. 

Alice Omang 
Secretary 

Representative John Vincent, 
Chairman 
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.. 
STATE OF MONTANA 

REQUEST NO. 045-83 

FISCAL NOTE 

Form BD-15 

"n compliance with a written request received January 6. 19 ~ , there is hereby submitted a Fiscal Note 

'or House Bill 70 pursuant to 'Title 5, Chapter 4, Part 2 of the Montana Code Annotated (MeA). 

.,sackground information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members 

of the Legislature upon request. 

• DESCRIPTION OF PROPOSED LEGISLATION: 

House Bill 70 provides a credit against individual or corporate income tax liability for 
• capital expenditures for commercial systems utilizing recognized nonfossil forms of energy 

generation. Provides for limitation of and carryover for the credit; and provides an 
immediate effective date. 

• 
FISCAL IMPACT: 

• No estimate is possible at this time. The fiscal impact will depend on the dollar value 
of future investment and the entities making the investments. 

( 

• The department feels the proposal could result in a significant decline in revenues initially 
since the incentives created by the bill are strongest for limited partnerships of high 
~ax liability Montanans. For example $396M of investments have been proposed for wind 

.~enerating facilities in Park County alone. At this level of investment, $138.6M of 

• 

credits would be available to offset state tax liabilities. This level of investment may 
not actually occur, however, but it does illustrate the potential impact. California 
officials will be consulted in an attempt to provide a realistic estimate. 

Assuming additional investments are not made in a given facility after the credits are 
exhausted and taxable income is produced, revenues would increase in the long run relative 

• to levels without the investment. 

• EFFECT ON COUNTY OR OTHER LOCAL REVENUE: 

• 

• 

• 

• 

• 

• 

The proposal, by influencing development, could add to the property tax base of the counties 
where the facilities are located. No estimate is possible, however. 

TECHNICAL NOTE: 

It is not clear that the bill limits the credit to investments in new facilities. With 
the existing wording, investments by new parties in existing facilities may qualify. 

FISCAL NOTE 2:K/l 

BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: \- I P - ~ "3 
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HAMILTON 
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Windsor LoCkS, Connecticut 06096 

203/623·1621 

Mr. Ed Stern 

Mail Stop 1-3-8 

January 21, 1983 

Community Development Director 
City of Livingston 
414 East Callender 
Livingston, Montana 59047 

Dear Ed: 

Enclosed are the two slides you requested. Hope you 
find them useful for the IIcause li

• 

Reflecting on my trip last week, I believe significant 
progress was made towards creating wind farms of large 
turbines and the industrial base for support in 
Montana. The tax credit is a potential incentive to 
aid the difficult economic picture of a new industry 
such as this. Please keep me apprised of its progress 
and any support which I might provide. 

I enjoyed the evening at Chico. It proved to be just 
the cure needed after a long, but productive, week. 

Very truly yours, 

HAMILTON STANDARD 

Geor e G. 
Sal s ngineer 
Wind Energy Systems 

GGW:jlt 

Enclosure 

FI L -f- 4 
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World's most powerful wind turbine 
The world's most powerful wind tur­

bine is ready to begin generating elec­
tricity. 
Standing over 250 feet tall, the four­

megawatt turbine will produce 
enough power to meet the needs of 
1,500 homes a year -- a job that now 
requires 20,000 barrels of oil. 
The federal Department of 

terior's Bureau of Reclamation con­
tracted for construction of the turbine 
in February 1980. Work was com­
pleted in July 1982, and the turbine is 
scheduled to be connected to the 
region's power grid during the fall of 
1982. 
The project is designed to test the 

concept of blending wind energy with 
hydroelectric power systems. 

Upon completion of the testing of 
this concept and the first machines, as 
many as 50 wind turbines may be 
built near Medicine Bow, Wy. 
Hamilton Standard's wind turbine 

consists of two 125-foot, 15-ton 
fiberglass blades mounted on a 
nacelle which houses the system's 
generator and computer control equip­
ment. The nacelle, in turn, is 

-- r;.:-dcC~ i rfeJ 9\;W t:::3 

fl--rirt~be­
iiigTocatt..,,JIi' the 
path of a strong 
wind, Medicine 
Bow will once 
again obtain some 
measure of fame as 
the home of the 
world's most power­
ful wind turbine. 
The town first made the map as the 

site of Owen Wister's classic novel, 
"The Virginian." This story of the 
American West, written in 1885, in­
spired the popular television series of 
the 1960's. 

Legend has it that the town was 
named Medicine Bow because Indians 
who once came into the area to cut 
wood for their bows said the trip was 
"good medicine." 

In the late 1800's,the Union Pacific 
Railroad came through town. 
In 1878, a young inventor named 

Thomas Edison took the train to 
Medicine Bow to get a look at an 
eclipse of the sun. The area provided 
the perfect vantage point, because the 
wind kept away any smoke, fog or 
clouds. The train tracks still carry a 
heavy volume of freight from Chicago 
to the West Coast. 

.m_IfII!I~ln a steel tower over 250 feet 
the ground. 

The turbine produces electricity 
when the blades, which face down­
wind, begin spinning. This rotation 
turns a shaft in the nacelle, and that 
motion is converted to electricity by a 
generator. The power is sent over con­
ventional transmission lines. 

The machine is fully automatic and 
self-regulating. A computer system in 
the nacelle puts the machine into 
operation when the wind speed 
reaches 15 m.p.h. and shuts it down 
when the wind is above 60 m.p.h. 
The computer also sends orders to 
hydraulic controls, which tilt the 
blades at just the angle needed to ob­
tain the maximum power from 
available wind. 
The nacelle is like a weathervane in 

that it can "yaw," or turn freely, as the 
wind direction changes. 

Hamilton Standard's wind energy ex­
perts believe the wind -- a clean, quiet 
and inexhaustible source of power-­
could supply over two percent of the 
nation's electricity by the turn of the 
century. 

Work on wind energy systems began 
at Hamilton Standard in the early 

=70'~en J::Iam~areE::':lat t:::::::l 
the United States would have to 
~co~ d~ent..ml-iorei,s!bqil. ~ 
~n d~ng ~ed~ Bow-w!.nd •.. • 

turbine and a similar three-
megawatt machine recently completed 
in Sweden, Hamilton Standard made 
use of its knowledge of propeller 
technology, aerodynamics and com­
puter systems. 

Who is Hamilton Standard? 
From the propeller that carried 

Charles Lindbergh across the Atlantic 
to NASA's space shuttle and the 
Medicine Bow wind turbine, the 
United Technologies Hamilton 
Standard division has a history of 
putting technology to work for people. 
Hamilton Standard's story dates back 

to 1919, with the founding of the 
Standard Steel Propeller Company in 
Pittsburgh, Pa. That company built the 
propeller for the "Spirit of St. Louis." 
The name of Hamilton Standard's 

parent corporation is United 
Technologies (UTC). Headquartered 
in Hartford, Ct., United Technologies 
is a leading Fortune 500 company. Its 
various divisions manufacture products 
ranging from jet engines to air condi­
tioners, elevators and helicopters. 

Hamilton Standard, headquartered 

in Windsor Locks, Ct., employs 
13,000 of the 190,000 people working 
around the world for United 
Technologies. 

For its first 30 years, Hamilton Stan­
dard made only one product -- pro­
pellers. Now, it also designs and pro­
duces sophisticated control systems for 
virtually every aircraft in service to­
day. It also makes products for 
automotive and industrial markets and 
the nation's space program. 

UNITED 
TECHNOLOGIES 
HAMILTON 

.... STANDARD 

----"-----



The making of a wind turbine: A maj() 

The United Technologies 
Hamilton Standard division 

r:=::::JJ i nc:::lJ rbc::::J in c:::Jd i cC::1 c::::J 
Bow, Wy., bears as little 

:=---esr~'Jlac=~ tq::-::j1d c. .. ~: r-:-: 
machines of yesteryear as 
today's 747 jetliner does to 
Charles Lindbergh's "Spirit 
of St. Louis." 
While building an old 

fashioned windmill to pump 
water or produce a small 
amount of electricity for a 
farm was a relatively simple 
task, erecting a technologi­
cally complex, utility-size 
wind energy system is a 
major engineering ac­
complishment. 

& & & 

The 15-ton, 125-foot long blades for 
the wind turbine were produced by 
Hamilton Standard through a unique, 
computer-controlled fiberglass wind­
ing process. Fiberglass was selected 
as the material for the blades because 
of its relatively low cost, its durability, 
and its resistance to corrosion. The 
blades were made at Hamilton Stan­
dard's wind energy facility in East 
Granby, Ct. That facility is the only 
one in the world specifically designed 
for the production of wind turbine 
blades. 

The turbine tower is a hollow steel 
tube provided by ITT Meyer In­
dustries of Red Wing, Minn. It was 
formed by seam-welding steel plates in 
a 12-sided tubular arrangement. The 
tower sits in a solid concrete founda­
tion 70 feet deep and 19 feet wide. In 
December 1981, the tower was lifted 
into place with a crane under the 
supervision of Stearns Roger, of 
Denver, Co., the firm in charge of all 
site and construction work. 



r engineering accomplishment 

-.-
~---~ ~ -

• 

HOisting of wind turbine 

Movingnace11e to site 

c;:::j r:::::l t::::I ~ ~ 
The two blades were driven ~ 

Connecticut to Wyoming aboard 
trailers designed by Hamilton's 
engineers. Because of the size of the 
loads, there were restrictions on the 
highways the blades could travel and 
the hours they could be on the road. 
As a result, it took drivers from Inter­
national Transport, Inc., 10 days and 
3,000 miles to bring each blade cross­
country. 

The nacelle contains the gearbox, 
generator, and hydraulic and computer 
controls for the wind turbine. The 
nacelle, which weighs 330,000 
pounds, was assembled by Swedyards, 
a Swedish company. It was shipped 
from that country to the port of 
Houston, Tx., by the Lykes Bros. 
Steamship Co. of New Orleans, La. In 
Houston, the nacelle was lifted by 
cranes out of a barge and onto a 
heavy-duty railroad flatcar. 

L--J c::::::::1 t..",><,J ~".~J ,,_- .. ::1 

After riding the rails to Medicine 
Bow, the nacelle was lifted again. 
Lampson Inc., of Denver, Co., 
used cranes to take it off the train and 
place it on a special transporter vehi­
cle for the final 5.9-mile ride to the 
turbine site. 

Once at the site, the nacelle was 
placed on a test stand. At this 
point, a building was constructed 
around it so workers could fully 
reassemble and test it. The blades 
were also mounted to the nacelle 
while it was on the stand. 

On July 9, 1982, a crane alongside 
the tower was used to lift the nacelle 
and blades into place. Once these 
components were on top of the tower, 
workers bolted them into place. 
Ninety-six bolts, each eight inches 
long, were used for this job. 



History of wind energy -1 
While there has never been anything 

to match Hamilton Standard's wind 
turbine in Medicine Bow, Wy., people 
have been putting nature's breezes to 
work for thousands of years. 

In fact, wind was man's primary 
source of energy before the Industrial 
Revolution of the 19th century. 
The wind was used to grind grain, 

to pump water and to produce paper. 
And wind provided an important 

means of transportation, propelling 
ships, such as the ones that discovered 
the New World, to all corners of the 
globe. 
In the United States, wind machines 

were used to pump water for crop ir­
rigation and to provide electricity for 
people living in rural areas. With the 
e~pansion of electric power grids and 
the discovery of cheap petroleum 
fuels, however, most windmills were 
shut down. 
Wind is actually a second-hand form 

of solar energy. 
Wind is created when the sun warms 

the land and the air above it. This hot 
air rises and cooler air rushes in to 
replace it, producing everything from 
gentle breezes to fierce gusts. 

The geographical makeup of an area 
affects wind patterns. 1 

The town of Medicine Bow, for in- . 
stance, is located within a C-shaped 
basin formed by the Laramie, "'"1 
Medicine Bow, and Shirley Mountain 
ranges. This basin helps propel the ., 
howling westerly winds that make the 
area an ideal spot for large-scale wind ] •... 
turbines. . 

This report on the United TechnolOgies Additional information is available from the ~_l 
Hamilton Standard division wind energy pro- Communications Department, Mail Stop 1-2-10, 

_gr_a_m_w_as_pr_e_p_ar_ed_b_y_t_h_e _c_o_m_m_u_n_iC_a_ti_on_S ___ W_i_n_dso_r_L_o_cks_, _C_t._, _0_6_0_96_. ______ ',.1 Department and Wind Energy Systems. _ 
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HAMILTON STANDARD WTS·4 
4 MEGAWATT WIND TURBINE SPECIFICATIONS 

Rotor 
Number of blades .......................... 2 
Diameter ............................ 256 feet 
Material ...... fiberglass (with steel retention elements) 
Speed, rpm ............................... 30 
Rotation direction counterclockwise(looking up wind) 
Location, relative to tower ........... downwind 
Type of hub ......................... teetered 
Method of power regulation ....... variable pitch 
Cone angle ............................... 6° 
Tilt angle ................................. 0° 

Blade 
Length (total) ........................ 125 feet 
Weight ........................ 30,000 pounds 

Tower 
Type .............................. steel shell 
Tower diameter: 

at the base ......................... 12 feet 
Tower material ................... tubular steel 
Ground clearance .................... 133 feet 
Hub height .......................... 262 feet 
Access ................. internal tower elevator 

Transmission 
Type .............................. planetary 
Ratio ................................... 60:1 
Input speed ........................... 30 rpm 
Output speed ....................... 1800 rpm 

Generator 
Type ........................ synchronous AC 
Rating .............................. 4000 kW 
Power factor ............................. 0.8 
Voltage ............................... 4160V 
Speed ............................. 1800 rpm 
Frequency ............................. 60Hz 

UNITED 
TECHNOLOGIES 
HAMILTON 

For further information: 
Vice President - Marketing 
Hamilton Standard 

Orientation Drive 
Type ............................... free yaw 

Control System 
Type ........................ Electro-hydraulic 
Control. ...................... Microprocessor 
Pitch change mechanism ............. Hydraulic 

System Design Life 
All components ...................... 30 years 

-....- STANDARD Windsor Locks, CT., USA 06096 Telephone 203/623-1621 



Alternative Energy Resources Organization 

424 Stapleton Building, Billings. Montana 59101 

(406) 259-1958 

324 Fuller, Suite C-4, Helena, Mt. 59601 

443-7272 

PREPARED TESTIHONY ON HB 70 

Hy name is Jim McNairy and I'm here tonight representing both the Alternative 

Energy Resources Organization, commonly known as AERO, and the Pondera Solar 

Alliance. 

AERO and the Pondera Solar Alliance both believe that it is appropriate 

for the state to offer increased tax incentives for commercial energy generating 

systems. Our support for HB 70 is contingent, however, on the following changes 

that we think should be made in the bill. First, the $50,000 investnent threshold 

should be dropped. Second, in order to protect the state from possible large 

revenue losses if Montanans with large state tax liabilities use this credit as 

a tax shelter, we propose that a ceiling be placed on the amount of credits 
eN 

available from the state andAthe amount of individual and corporate credits that 

may be claimed for particular projects. Third, if the credit is made available 

to manufacturing facilities, firms that manufacture conservation products also 

be included. 

There are two basic questions that need to be addressed concerning HB 70. 

1. Are tax credits for commercial energy generating systems necessary? If so, 

what should be the level of state involvement? 

2. What types of renewable energy investments do we want to be targeting with 

the tax credits? 

Montana is blessed with a very good mix of renewable energy resources that 

can be utilized to help meet a portion of the state's energy needs. One of the 

keys to developing a long-term sustainable economy in Montana lies in making 

better use of these clean, renewable energy resources. 

Montanans are currently very dependent on outside interests for the energy 

we consume. Although we produce and export coal, natural gas, and oil, we import 

2/3's of the natural gas and petroleum products consumed in-state. Much of these 

imports come from Canada and the Middle East. By stimulating the further develop­

ment of Montana's renewable reSources, we can decrease our dependence on forces 

outside our control and also bolster local economies. Various studies conclude 



AERO's TESTIMONY ON HB 70 
Page 2 

that between 80-90% of the money spent on conventional energy sources is immediately 

exported out of local economies. Every dollar that is saved by consumers in 

reduced fuel bills means that more money is then available to be spent in the 

local economy. 

As is the case with most emerging technologies, the initial cost of many 

renewable energy generating systems is unfortunately quite expensive. Montana 

is one of 27 states that have passed renewable energy tax credits. Montana's 

credit is minimal, however. Our maximum credit ceiling of $125 per investment 

ranks us dead last among the 27 states. 20 of these states offer individual 

credits worth $1000 or more. 

AERO feels that the state will benefit in the coming years by increasing 

the tax credit for commercial generating systems. In a recent study done for 

the federal government, the consulting firm of Arthur D. Little, Inc. concluded 

that if the federal tax credit was raised from 40-75% the federal treasury would 

still come out ahead because of the increased revenues that would be generated. 

If Montana's credit is raised, it's not unreasonable to expect the same positive 

impacts to occur. A higher credit will result in more renewable energy businesses 

being established. A more attractive Montana market will in turn encourage 

plants that manufacture renewable products to locate in the state. The California 

Solar Council estimates that more than $10 of taxable business is generated for 

every dollar the state spends on their renewable tax credits. 

It is important for the Committee to be concerned with the type of renewable 

energy investments it is targeting with liB 70, however. The long-term market 

for commercial generating technologies in the state is in decentralized small-

scale wind, hydro, and alcohol fuels for rural uses. The $50,000 minimum investment 

threshold in the bill, however, is not geared to meet the needs of these small 

individual users. The investment threshold may also encourage price gouging. 

Manufacturers and retailers may end up raising the prices of their systems so that 

they may qualify for the credits. 

The Department of Revenue has expressed concern that the bill as written may 

result in large amounts of Montana money being sheltered from state taxes in these 

commercial generating systems. We agree with this concern and propose that 

ceilings be written into the bill limiting both the total amount of state money 

available for the credits and the actual dollar amount of credit any individual 

or corporation may claim on a sy.stem or project. These ceilings should be arrived 

at in consultation with the Department. 



AEI{Q's TESTIMONY OIJ IlB 70 

Page 3 

In closing, AERO would like to reiterate its recommendations. 

1. The $50,000 minimum investment threshold should be dropped. 

2. A ceiling should be placed on the amount of credits available from the 

state and on the amount of individual or corporate credits that may be 

claimed. 

3. The credit should continue to apply to all forms of commercial renewable 

energy generation, not singling out anyone technology for preferential 

trea tmen t. 

4. Any credit that is made available to manufacturers of renewable energy 

products should also apply to firms that produce conservation materials 

in the state. Conservation is the most cost-effective energy resource 

available to Montanans and it should receive any manufacturing incentives 

made available to other renewable technologies. 

Thank you. 
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Mr. Daniel J. Evans, Chairman 
Pacific Northwest Electric Power Planning 

and Conservation Council 
Central Office, United Carriage House 
700 Sh' 'l'aylor 
Portland, Oregon, 97204 

Dear Chairman Evans: 

On November 29, 1982, the Bonneville Power Administration 
issued a request for recommendations concerning the Inarketing 
of federal firm surplus energy. Attached is a copy of the 
responding recommendations of the Montana Public Service 
Commission. 

The concerns of the Montana Commission are evident from the 
attached comments, and are, essentially, that valuable and 
costly energy resources are being exported from the region at 
prices less than that which would result from a sound long­
range policy. 

In examining the delicate question of sales of regional energy 
supplies, it has become obvious to the Commission that it is an 
area which will require a cooperative regional approach. For 
tha t pur.pose we have a tt.ached the Hontana Commi ssion co:nments 
~Ll! !l~)i)::~~.:l t~ll~~~/ '~vil1 j)~~ (~()rlsi(·t:...;.·i~(:("l l)~{ tl12 C:()Ll11(;il irl it:; l:!cfc)]-ts 
in developing a Regional Long-Range Energy plan. 

'l'JS: imb 

Enclosure 

Very truly yours, 

Thomas J. Schneider, 
Chairman 

Consumer Complaints (406) 449-3456 

"AN EQUAL FMPtOYMENT OPPORTUNITY/AFFIRM1TIVE f,eTION EMPLOYEH" 

Car:er 
Cu::.t.:r 
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Mr. Pete Johnson, Administrator 
Bonnevi lIe Power J\dmins t.ration 
P.o. Box 12999 
Portland, Oregon 97212 

Dear Sir: 

January 10, 1983 

This letter is in response to BPA's Nov~nber 29, 1982, 
request for recommendations concerning the marketing of firm 
surplus energy from the northwest. 

The Montana Public Service Commission applauds the 
efforts of the Oregon PUC for the analysis and recommmendations 
on this subject. The Oregon PUC and Governor Atiyeh have played 
a vital role in generating and focusing regional discussion of 
this critical marketing issue. We trust this BPA solicitation of 
recommendations is a very positive move toward a regional res­
olution of the issue. 

The-basic principle for operating the regional power supply 
system must be to benefit the regional ratepayers. Given that 
premise, it should be obvious that firm off-region sales must 
reflect marginal cost principles. Furthermore, given the sche­
duled thermal plants contained in Table I of the BPA notice 
(Valmy #2, WNP #2, Colstrip #3 and #4, WNP #3, and WNP #1) which 
give rise to this surplus, it is ludicrous t.o ignore Long Run 
Incremental Cost principles in pricing firm off-regio)l sales. To 
rna~,-(; firr.l o[[--rcgion si~l\:;s dt. i)j:ici::s Ul~t d::..) LtC); •. l:,~Lli·~C::'-. \.:.lLlC'~ 

an appropriate LRIC calculation or the fixed plus variable cost 
(revenue requirement) of the most expensive regional power sup­
plies is to assure that regional ratepayers or individual utility 
ratepayers subsidize off-region sales. The legitimate and cost 
based signal of off-region purchasers of firm surplus must be 
unambiguous--they are purchasing the regions marginal surplus not 
hydro electric power. 

The Montana PSC recognizes that such a regional marketing 
strategy v,ill require collective action and consent of the incli-­
vidual uti 1 i ti os clOd DP':\. Hm'lever, to ignore the opportuni ty and 
the necessity to ~ct as a regiO!l in milrkcting the firm surplus 
is to perpetuate the price cutting short-run cost recovery men­
tality which serves the region so poorly. A regional sharing or 

CorlSlJmcr COnli',;,::"ts (~OG) 449-46'/2 
"AN EOUAl [MPLOYMEtH oppom U~'~lT\(iA.FFIRMATIVE ACTION EMPLOYEFC 
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'l)'~(}li::'~j of' H1(; hC:j)crit~; (If this cc)lL;:L1.vc ;I,-~ti,o(!, c()ulJ Jy,~ )'\;1(i,; 

in PX~OP\):r Lion to the f i. rm surp} us o( the il1(1 Lv ,i(hul p.:.l1': ticip;!fl v: 
01- in so:\'c other:- cquiti:tbl(~ Inannc~r. 'i'his rcq:lOlEll marketing 
concept api.lCdts entirely con:.-;ist:enL hith the i{('SjiOl;al [,e;t, \i;', 1(:); 

focuses 011 collective actions to obtdin supply for the region. 

'The a t.tachcd Com,nents and Hecorrunenc1a tions oc the Han Lctna PSC 
develop these idc2ls moie fully. The Montana PSC is prepared to 
me2t \-lith BP.i\, othec state COllunis[5:LOltS and the Norl:h\-l(~st_ PO·,Jcr 
Planning Council to pursue these critical issues. 

TJS/jmo 

Attachment 

Sincerely, 

PUBLIC SERVICE CO.,tvll-lISSION 
/" . .~/ ./' ; 

/..--.....". / ->~:,-......,.. --, " • ~ 
t !.. ' ...... ~ ; •. '!, ~ ~ ~~"!;...... .. ':." ( _____ JO.) . . /~.<.. ,..., ___ .,J...:~'".. __ 

Tnolllas J. Schneider 
Chairman 
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Such 

s trate'JY Itlould 5i9ni f ican tly unc1crs ta te trl(; rCill cos ts to Uw 

region of firm pbwer. The Hon teInd PSC must only concluc1ethat. 

parties inclined t_o the short-run cost: (I) consider the prE.~scn t 

and near term thermal facilities as "sunk or unavoidable" costs 

which Inust be recovered from regional ratepayers, and (2) any 

price above variable costs is a benefit by making a "contri-

bution" against these fixed costs. The Montana PSC urges that 

such assumptions are dangerous and we believe incorrect. 

If firm surplus exists in the magnitudes which BPA has 

determined, then substantial excess capacity exists. State 

regulators and intervenors will surely be sensitive to this 

excess capacity issue and its effect upon the rates and risks 

borne by ratepayers. The Montana PSC has addressed this issue in 

a recent MDU rate case involving a new coal plant and excluded 

40 percent of that plant as excess capacity not used and useful. 

A news article covering the District Court's affirmation of that 

order is attached. 

A straight forward alternative to the issue of the utility 

versus ratepayer risk of excess capacity or firm surplus is 

purely a matter of prici~~ poli~Y, Pricing firm of regional 

sales at LRIC or a level necessary to cover the full revenue 

requirement of the most expensive resources avoids this bitter 

issue in an economically rational manner to the benefit of the 

region. 



to L'st<d~l:ish ·the "i;1Vo.i'~i.,::d cost" Joc [.'dch :iuLi~;Jjc[~.i.onc.ll 1.ltiliLy 

in cedec to ~;et a buy-back rate for J"CnE;\'ldblc.: crlE:.·r~LY resourct.:~~_ 

The !~l()Jltc.uld Public Service Com!'Ui~;,.d.on cst'lLJi,~hed su.ch "full 

avoided cost" upon the basis of the ),l{lC ot convc-:ntional coal 

fixed facilities. The costs of Colstrip #3 and #4 were used as ~ 

con~e~yativ~ proxy for LRIC for both Pacific PO\\TE!r and Light and 

the Montana Power Company. 

') 

The Montana PSC respectfully submits that the use of Colstrip 

#3 and #4 costs has a logical regional application and signi­

ficance. Five major IOU's (PP&L, MPC, PgSP&L, \~WP, and PGE) 

participate in these units. Furthermore, these resources are 

included" in Table I as near term thermal resources in the BPA 

plan, and BPA has a major transmission commitment associat.ed Hith 

the Colstrip Units. We have attached for your convenience the 

summary sheet establishing the full avoided costs or LRIC. The 

use of: a different facility could, of cours(:, be a·cceptClble to 

the Hontana PSC. 

'1'0 the extent the use of LHIC is considered "too theor­

etical, speCUlative or unreal," the i'1ontcm(l PSC SUbl'!1its that 

given the early completion datos for the 'l'able I t.hermal plants 

they will constitute real costs and real revenue requirements 

very soon! 

A reasonably similar pricing strfltcgy would rely upon the 

sale of specific thermal plant(s) output(s) at a level necessary 



cost justified. 1\ sharing or pool ing of lY~~n('fiU:; \';iU-lin the 

res-ion could be: in proportion to the fin1\ surplns (fiLH! rCSOU1~ces 

less firm loud) of the individual utilities. 

IS LRIC PUNITIVE OR PROVINCIAL 

To price the region's surplus firm sales on the basis of the 

regions LRIC (or in the alternative the fixed plus variable cost 

of existing thermal plants) cannot be considered punitive in any 

! 
.J 

long-term economic sense. In fact, the long-run incremental cost 

principle is the basis for the PURPA avoided costs determinations 

in most jurisdictions. 

The Montana PSC is literally putting the money (rates) where 

its philosophy and mouth are by adopting such full avoided cost 

rates for renewable resource acquisitions. Other PUC's in the 

region are doing likewise. Given that consistent long-run 

criticism of off-region sales based on LRIC as punitive or pro-

vincial is indeed hollow. 

The Hontana PSC strongly urges BPl\ and the NorUl\vest PO'.·.rer 

Planning Council to adopt this consistent philosophy in their 

resource acquisition plans. Conservation and renewable resources 

must be acquired at "full avoided cost" if the regional priorities 

of conservation and renewables are to develop. In reality such 



~. 

lC:;~( It J:el1kl 1. n i ng \'J j th in Ul'::' 

need..,(! . 

resources dlSCUS3Cc1 above. 

".! 'l . , 



• 
By C[j,~.P.LES S. JOP>JSO,'" 
Triol"''; L!j)itol B;lrt':iU 

HELENA - A Helellil district 
court ln~ uphdd a st:.!t:c: Public 
Service Commission decision lilt:· 
veni i {~~'. 1VlojltClna-Dl1k(;!~! Uti 1 i ti~: .. 
Co. from passing on to consumers 
the costs of part or its investment in 
a Nonh Dakota power pbnt. 

The PSC determined in 1931 that 
. 30 megawatts of the SO meg;twatts of 

electricity MOll is obtaining from 
the Coyote I plant are llnOlcec!ed "ex­
cess capacity" and shouldn't be paid 
for by ratepayers. The electricity is 
to serve MOU's 21,000 customers in 
eastern Montana. 

That PSC ruling cost MOU about 
$2.1 million a year in revenue raised 
from electricity rates in Montana. 

MOU appealed the PSC order to 
district court, contending it 
amounted to an unconstitutional and 
illegal confisca~ion of the utility's 
property. 

BUT DISTRICT Jl\dge Gordon R .. 
Bennett, Helena, affirmed the PSC 
order in a decision late last week. In 
a related decision in August. Ben­
nett had turned down MOU's at­
tempt to obtain an injunction to pre­
vent the PSC order from being en-

. forced. 
Bennett ruled last week that the 

PSC d(.'cision both recognized and 
balanced the 'interest of both the 

. utility :md its. ratepayers. MOll 
fH!l~L! til ,":1k:-f"t irs blln~':"n e'f pr(V\; ~(, 

show that the PSC errt:d. ik said. 
"The utili~y Inust anticipate a.nd 

be prepared for future servIce 
growth, but there'must be a limit to 
the extent the ratep<J.yer is forced to 
pay for future services." Bennett 
said. . .. . ~ 

The decision 'could establish a 
controversial precedent fClr utilities 
that· could be' nexr invoked when 

.' Montana Po"ler. Co. brings its share 
of Colstrip- power plants 3 and 4 into 
its rate base in the ·next re ...... years. 

I.
.. IF T~IE PSC should determine that 

some of Montana POWN'S share of 
the Colstrip electricity is unneed~d 
excess capacity. it· could disallow 
some of the company's· investment 
in the twin 700-megawatt power 
plants. No such determination has 
been made yet, but Montana Power 
recently reduced its electric load 

""lo . -, '; 1 ~ i 
\ I ., '1 :) : 1 , 
.' .. ./ -, .. '" \j. .. , 

j. 
'f I • , , 

fO .... ·C1.StS l",' t":\lllt:l!)~. Th' filL ~C~tst:; 
(k) i;:dud,: :}:,: Cobtrip I';",.,;s. 

r,lont;1r,:t I'<w;rr CJwn~ :10 pi·~rcent 

of th8 $I.S biiiioll Cohtcip I,llwer 
p!:lnts. u:,cl fr;tn'llli~siill.l linC's. ~).SCI 
C'1r:'::::IL j,. '.·c· pled:nc:1 flut 1',10;1-

t:l~1:t F'OW~I 's electricity I ::ks will 
(lOUble \"h~';) Colstrip ~l and -1 aret\ 
added to th'~ \I!ility's ratt~ hil;'E'. 

fl.lDU. I(H·<t\lwhile, is cOllsidering 
appealing Bennett's deci:;ion to the 
Montana Supreme Court. but no 
decision h:!~; been made yet. accord­
ing to its Hekna lawyer. 'John Alkc. 

THE PSC IIAD ori!:ill;,lIy deter­
mined th3\ -10 megawatt~; of elec­
tricity from the Coyote 1 plant were 
not "used Clnd useful" and thus did­
n't belong in MOU's rate base. The 
rate base is MOU's investments on 
which it is allowed the opportunity 
to earn a profit. . 

After MDU asked for reconsider­
ation. the PSC revised its original 
ruling and disallowed 30 megawatts 
instead of 40. 

MOU owns 20 percent of the 410-
megawatt Coyote power plant. 

In its original order, the PSC 
said: "There is no evidence that 
Coyote's excess capacity is needed to 
replace plants which arc not operat­
ing during scheduled maintenance 
periods .... rurthermore. there is no 
evidence that MOU's older plants 
will be retired in the ncar future be- . 
rau;;e their repair i<; 'prohihitively 
. ···~.~:;:"'1V~.· .. ! 

AT THE 11ME, the PSC also noted I 
that MOU is part of the Mid-Conti­
nent Area Power Pool. an associa- : 
tion of utilities that had a combined i 
o\'ercapacity of ·1.363 megawatts. .! 

In its "ppcal. MDLJ arelled that 
the PSC decision wa.s unlawful. un­
reasonable, arbitrary and capri-
cious. . 

. But Benn~tt disagreed. saying he 
found no error in the PSC action. 

MOU. he said. "railed to meet its 
burden of proving manifest errors 
with clcar and cOllvillcing ('vi- I 
d(·nce." Bcnnett said the PSC record 
is replett' with "ample· supporting' 
eddence" to support the disallow~ 
ance. 

The judge also said he found no 
illegal confiscation of property in·­
valved in this case. 

GlEU+ 
faflS 

/r /' bUI 

)~ --dJ/rf.; 



1\11 values are t.o bc~ :i.nfL!tcd/dj::;C:()U!lt~cd t.O r(;~flE~ct c:onstiH1L 
contract year dollars. 

In flat.ion is t.o re flect :i.ndu~~ try spc:ci fie I regional i zed real 
cost indices. 

Discounting is to reflect standard (C.<I. DRI) projections of 
national general inflation. 

Variables and formulae are defined and an example providect, 
below. 

Definition of Variables 

1 

2 

A = system lambda1 (¢/KWH) 

a 

b 

c 

d 

e 

f 

g 

h 

1 

k 

cf 

= baseloa~ capital cost2 ($/KW) 

= combustion turbine capital cost3 ($/KW) 

= baseload annual carrylng charge4 (%) 

= combustion turbine carrying 4 charge (%) 

. baseload fixed OScM
5 ($/KW) 

= co~bustion turbine fixed O&H
5 

= line loss factor 6 (%) 

= coal cost7 ($/ton) 

= coal fuel content7 (BTU/lb) 

( $/Kvl) 

h I .:J l' .L.. h _>' t- ~. " ~. r.8 ( / r) .- i'~~~r:·~. OnU p.dn,. >.<.<1, .. 1 (,l.'., B'TU ~\".-: 
~. 

-- baseload variable O&M-) (¢/KVlH) 

= QF capacity factor 9 (KWH/KW) 

short run incremental energy cost via production modeling of 
economic dispatch. T.o include variabl e 0&11 and revenue 
requirement associated with working capital and fuel 
inventory. 

Actual base load capi tal cost estimates to be supported by 
actual engineering cost study. The capital cost _estimates 
are to be exhaustive and detailed by component. Rather than 
list the components, the Commission refers you to Appendix A 



3 

4 

5 

6 

7 

8 

9 

c~f F:-:Pi-\I 1 S n(~()~11-f."il·,;·(1 l'()~":~:f };.ldt~t (~ltr}_i t"_'ll (\): .. L 1'>-: t~ ~_L~t=' t:~.-~'.-~" 
(Bechtel I'O\·ler CCll:pordtior" f1e\)r, J.981, report f7j·;J'j~J 
:)E-18G:»). Cost: c,,,t:i,lndt.::;c; i·i,ill b, .. l'(-:\,'jC"lt,'11 \-ri~.',il r(:;::.'.<',:s,;''',)' 
cHlj u,,; tment made t.l<; c1c~rnc:c1 Cl~);Yt (lpl.'iate_ 

Actuul combustion turbine capit~al co~;t estimdb:~ :;upportec1 h~{ 
actual ensrineering cost study, if ava:i.lCtbl~, or con::.;istent 
\-Ii th indus try (!s tira.:1tes . j'n.c''::~ trnent IflU~; t l)l~ cq U ;tll y C/JlC1li~;'­
tive and detailed by component_ 

lmnual can.-ying charges supported by calculations of incre­
mental cost of capital; 35 year book life assigned tb base­
load plants, 25' for combustion turbi.nes. 

Appendix 
minilnurn 
capital 

A of the EPRI 
components to 

report cited 
be considered. 

and variable costs 

above provides the 
Includes working 

\·;i th S02 removal. 

Initially, equal to 8.3% applied to all energy. Eventually, 
shall reflect utility speci fic actual analysis and, in the 
case of time differentiation, allocated to rating periods 
commensurate with analysis results. 

Coal cost and fuel content are to reflect actual contract 
year purchase contracts. Coal cost is to include a separate 
component reflecting transportation costs. 

Plant heat rate is to reflect actual plant heat rate at 
expected operating load. 

QF capacity factor is to represent expected performance f 
initially, and demonstrated performance after first contract 
year. 

Rate Schedule Formulae 

short-term energy = 

A g + ( b d + f L:_1=2 ~, 
(8760)( .85).85 

long-term energy ~ 

( (ac + c) - -.ll?~l_,~ __ t:l) 9 + hj + k 
(8760).70 1 

long-term capacity -



~~(~H F~·1l:T < l~ . - .-

Cclsh Flow 1 ESCillcl Lion 
De-E~.;c(t]_a Llon ~ 

___ ~2!.' T~l~~J):~~ _____ 1-'21C Lor -_._-----_ ..... •... . -. -- ._---- .-

1973 509 2.-139 
197 11 1,21tl 2.267 
1975 1,35tl 1.806 
1976 2,287 1. 642 
1977 13,431 1.525 
1978 8,915 1. 424 
1979 8,003 1. 291 
1980 46,365 1.17 
1981 108,879 1. 07 
1982 164,304 1.0 
1983 ltlO,427 0.917tl 
1984 74,859 0.8495 
1985 35,09tl 0.7865 
1936 213 0.7351 
1987 166 0.687 

671,000 . 420 Nh' -- 1, 598/k\v. 

--

3 
D2cc:~mbcr 

J 9 [: J ~. 
.----. , .... 

1,242 
2, '/52 
2,445 
3,488 

20 / 482 
12,69:3 
10,332 
5tl,2tl7 

116,501 
164,30tl 
128,828 

63,593 
27,601 

157 
114 4 

-=--::-~~ 

610,000 X (1.1) 
$671,000 (December 
1982 Do1J_ars) 

1 Cash Flow with AFUDC was obtained from NPC's Order No. 
4865 compliance work papors. Table IV Page 7 of 7 dated 
February 25, 1982. 

2 Escalation and De-escalation factors arc from PP&L's 1982 
Hontana Electl:ic Long Run Incremental ~os!-_ ~t:.us1Y, Dockct:­
No--:-82~--4-.-28~\,;o-r;(bc;ok ~~o. --if)~--------------

3 December 31, 1981 dollars. 

4 The factor 1.1 indicates lOS inflation from the beginninc; 
of 198~ to year ending. (\\'orkbooJ: t-Jo. 8, Docket No. 
82.4.28). 



I-m 70 

Testimony presented to the House Select Committee on Economic 
Development 
By the Montana Environmental Information Center 

,January 26, 1 (7'8:3 

H8 70 embodies several of the principles to which we referred in 
our general testimony before this committee. Specifically, HB 70 
targets the development of Montana's renewable resources for 
energy production. By giving tax incentives to new businesses 
involved in the development of non-fossil forms of fuel 
generation, the state of Montana reinforces its committment to 
alternative energy production and to stable, long-term economic 
development. 

HB 70 is very similar to a tax credit offered by the state of 
California. The California tax credit has been well received by 
a broad range of business interests. For example, when asked 
about the cred it, Pac if i c Gas ~~ EI ectr- i c Company stated, "These 
credits have already been the catalyst for a number of power 
generating projects in our service area, and we would like this 
to continue. Without these tax credits, some wind and solar 
projects that could be developed by third parties in our service 
ar"ea mi ght neVE~I~ be bui It. " 

The electric energy business is not competitive in the 
conventional free enterprise sense. It is a regulated utility 
business. This tax credit enables independent power producers to 
compete on equal footing with other new generating sources. 

A tax credit is like a state investment. The state forgoes tax 
collections for the time being in hopes of creating sufficient 
new businesses in the future to offset the revenue loss to the 
state over the long-run. Non-fossil forms of fuel generation are 
a very appropriate target for such a state investment. 

Three qualities of the non-fossil fuel generation business make 
it a good target for a tax credit. First, it is a rapidly 
qrowing business. Second, it is relatively "'foot loose and fancy 
free." ThCl,t is, it. can be easi 1 y attracted by offering a modest 
credit as is proposed by HB 70. Finally, it has indirect 
benefits to the general public of Montana. Specifically, a 
thriving non-fossil fuels business would help hold down consumer 
costs for all Montanans by reducing the need for expensive new 
power plants and "the need for costly energy imports. And it 
would keep more money within local communities instead of 
exporting money outside of the community for energy. 

The fiscal impacts of HB 70 can effectively be reduced by placing 
a cap on the total amount of tax, credit available from the state 
and limiting the credit a,vailable for an individual operation t.o 



" . CORPORATE TAX CREDITS FOR ENERGY CONSERVATION & RENEWABLE ENERGY SYSTEMS 
.~ - STATE MAXIMUM SYSTEMS COMMENTS 

CORPORATE 
INCOME TAX INCLUDED .. CREDIT 

% COST/MAX. - CREDIT 

ARIZONA 35%/$1000 Solar .. 
~55%/$3000 Solar 25% If Cost= S12 000+ 

ChLIFORNIA (Sing .Fam.Dwell (For Other Than Sirig\e Family Dwell.) 

50 % /~I5'";-cmo so1ili-Pu-rnpIng-------- ----------------~---~-----------------For Farm Irr1gat1on -OLORADO 30%LS~OOO . Solar L Wl.nd .. 
HAWAII lO%/No Max. Solar, Wind Includes Heat Pumps 
llliDIANA 2S-%7S10 .000 Solar, Wl.nd .- Mult1Ele Dwelll.n9:s -KANSAS 30%/S4500 Solar, Wind 

MAINE 20%/SlOO Solar, Wind, Wood 
w 

I 25-%/S5000 

---
"~BRASKA Renewable Energy 

f CAROLINA 
~~§!~!!QQQ_-- e2!~E:_e~~9!~_~!9~~ 10%/$5000: Hydro-Electric 
i 20% 8000 Solar 1ndust. Heat ~Toi7rfoOo-=--wIn(f-Energy-De-vIc~ 

15%/NO Max. Solar, Wind, Geothm . IN. DAKOTA 

10HIO I 10%/$1000 Solar, Wind, Hydthm ("Hydthm."= Hydrothermal) 

• OKLAHO~1A 30%/$10,000 Passive Solar, Wind Non-Residential Property 

OREGON lO%/No Max. Alternative Enerqy .. RHODE ISLAND 10%/S')000 R~!J~wg&21es 

s. CAROLINA 25 ,,'-;S1 0 0 0 Renewables 
~ 

For "rnmm","Y"f"'";.::tl ~TAH 10%/S3000 Solar Hind Hvdro Unit.:;" 

fJERMONT iIII! 25%/53000 Solar. wind 

~IRGINTA 25%/SlOOO Solar 
.. *CombinedFederal.& State Tax Credlt Celllng. 

Prepared By David Freiband, 1/13/'83, Using Several State's Codes Annotated, The All States 
~ax Guide, Prentice-Hall, Inc., Englewood Cliffs, N.J., (Published Weekly), And A Report By 
~garet M. Morris, "State Tax Incentives For Solar And Alternative Energy Systems," In 
rvernment Relations Legislative Report," The Brick Institute Of America, April 30, 1982. i..,... 
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DEPARTMENT OF REVENUE 

TED SCHWINDEN. GOVERNOR MITCHELL BUILDING 

~.~ -Sf ATE OF MONTANA----
HELENA. MONTANA 5962.0 

November 30, 1982 

MEHORANDUM 

TO: Governor Ted Schwinden 

FROM: Ellen Feaver, Director 

SUBJECT: Wind Energy Proposals from City of Livingston 

Mr. E. R. Stern, Director of the City of Livingston, in a letter to 
you dated October 5, 1982, has proposed a 35 percent wind energy 
investment credit for three purposes: 

1) investments in machinery and equipment associated with wind 
·generation, 

2) investments in inventory and production machinery necessary 
for the manufacture of wind generation equipment, and 

3) expenditures for upgrading existing utility equipment to 
connect with new wind generation facilities. 

In addition, he has proposed legislation concerning easements for wind 
generation. 

The Department of Revenue has consulted with the Departments of Com­
merce and Natural Resources and Conservation and with the Office of 
Budget and Program Planning in preparing a report for you on these 
proposals. The assistance of these other agencies has been helpful in 
preparing this memorandum. 

Subsequent to the discussions with the other agencies, Mr. Stern and 
other persons representing the City of Livingston contacted our 
Department to discuss the tentative conclusions of the agencies. An 
effort is made in this memorandum to respond to some of the comments 
from these persons. Because of these additional discussions with 
Livingston officials and the time needed to examine the points raised, 
this memorandum was delayed past its original target date of November 
17. 

The proposed tax credit is compared by Mr. Stern to a 25% tax credit 
in California. There are at least.four differences between the credit 
proposed by Mr. Stern and the current California credit: 



W;-., 

1) The proposed credit would be calculated at 35% of the value of 
investments instead of California's 257.. The proposed credit 
would provide investors and cost the state 40% more in tax 
reductions than the California credit: 

2) The proposed credit as described in Mr. Stern's letter would 
appear to apply only to wind energy. The California credit 
applies not only to wind energy, but also solar, biomass, and 
hydroelectric energy. (Mr. Stern's proposed credit has subse­
quently been expanded to include these other forms of renewable 
energy.) 

3) The proposed credit would apply to investments in manufacturing 
wind energy components. California does not include the manu­
facture of renewable energy equipment in its credit. 

4) The minimum investment amount in Hr. Stern's proposal is 
$50,000. California's minimum investment that qualifies for 
its credit is $12,500. 

In addition, it is not known for certain whether or not California 
allows a credit for the upgrade of existing utility equipment. Howev­
er, it is our impression that the California credit does not cover 
such expenditures. 

It should be noted that the California credit will expire on December 
31, 1983, and will not be available for new renewable energy invest­
ment after that time unless construction begins prior to the end of 
1983 and the facility is in operation prior to the end of 1985. 
According to representatives of the California Franchise Tax Board, 
the credit is not likely to be renewed because of the cost of the 
credit and the very poor fiscal conditions confronting California. 

The staff members who evaluated the proposal have inventoried Mon­
tana's tax incentives and capital assistance programs for renewable 
energy development and for new manufacturing. They concluded that 
Montana's incentives and programs, when packaged together, compare 
favorably with the incentive provided by California. Further, a num­
ber of these incentives are being successfully packaged to attract 
investments in small-scale hydroelectric power in the state. 

This general conclusion requires some modification when considering 
the specific types of developments proposed by Hr. Stern. The current 
incentives appear to be less helpful ,to wind energy electrical genera­
tion than to other forms of renewable energy developments. On the 
other hand, the incentives appear to be very generous for a plant that 
would manufacture wind energy components. 

The following is a description of the incentives now available in 
Montana that are relevant to renewable energy development and the 
development of new manufacturing such as the fabrication of wind ener­
gy components. Included in the description of the items is a 
comparison, where relevant, with California. 

-.... --. 



1. Montana's corporate license tax rate is 6.75%. The California 
rate is currently 9.6%, or 2.85% higher. A general tax 
break,in comparison to California, is inherent in the lower tax 
rate. Further, our minimum tax is $50 as compared to 
California's $200. 

2. Montana's treatment of net operating losses is favorable to 
businesses getting started in the state. Montana permits a 
current year's net operating loss to be carried back three 
years to offset income and create refunds of taxes paid. Any 
unused loss can be carried forward for up to seven years. For 
California purposes the current year's loss is only deductible 
in the current year with no provisions for carryover whatsoev­
er. Because new businesses typically experience losses in 
early years of operation, this Montana tax incentive is poten­
tially important for the development of new technologies such 
as wind energy. This favorable treatment of net operating 
losses is available under both Montana's Individual Income Tax 
and Corporation License Tax. 

3. Montana is already providing a corporation license tax credit 
for "new industries" in the state as defined and provided for 
in sections 15-31-124 and 15-31-125, ~10ntana Code Annotated. 
The credit is based on salaries paid to the newly created posi­
tions. California has no similar credit. Wind generating 
facilities would probably not qualify for this credit because 
they produce something already produced in the state (i.e. 
electricity). However, the first manufacturing plant producing 
wind generation components would likely qualify for the credit. 
The amount of the credit is equal to 1% of total new wages for. 
three years. 

4. Depending on the structure of the corporation, new enterprises 
such as those contemplated in Livingston, may well qualify for 
Montana's investment tax credit. This credit would be calcu­
lated at 30% of the federal investment tax credit which, on 
this type of equipment, would already reflect the additional 
15% federal energy investment tax credit. In effect, Montana 
already is providing a tax credit incentive of 7.5% on this 
type of investment. The investment tax credit is scheduled to 
expire this year. However, legislation is anticipated to renew 
the credit in some form. The current credit is, in general, 
available to firms with fewer than ten shareholders or part­
ners. 

5. Montana provides property tax incentives that would be applica­
ble to m~nufacturing wind energy components. 15-24-1401 and 
1402, MCA, allows local jurisdictions to grant up to a 50 per­
cent reduction in property taxes for the first five years of 
operation. In the second five years th~ tax reduction is 
scaled down until the facility is fully taxable in the tenth 
year. In addition, under 15-6-135, MCA, a "new industrial 
property" can be classified as class five property for the 



first three years of operation. Class five property is taxed 
at 3 percent of market value. Combined together, these two 
types of incentives would result in new industrial property 
being taxed at 1.5 percent of market value for the first three 
years. California has no comparable tax incentive. 

6. Montana has used the coal severance tax to finance research, 
development, and demonstration of renewable energy technolo­
gies. Last session the legislature enacted a loan program for 
commercialization of renewable energy. this program must oper­
ate through financial institutions and provides low-interest 
loans to commercial developers of renewable energy. The loan 
ceiling in FY83 should exceed $200,000. 

7. Montana communities can use industrial revenue bonds to facili­
tate development related to wind energy. California communi­
ties are probably able to do the same. 

8. Additional capital assistance is likely to be available through 
portions of the "Build Montana" program you will be presenting 
to the Legislature. 

Nearly all of the incentives listed above are likely to be available 
for a plant that would manufacture wind energy components. The incen­
tives would be especially strong if the plant were owned by a corpora­
tion. If that were the case, it is difficult to imagine why further 
tax incentives would be necessary for such a plant. The new industry 
tax credit, the favorable treatment of operating losses, the property 
tax reductions, and the potential investment credit could be combined 
to provide powerful financial incentives for the establishment of such 
a plant. 

The effectiveness of Montana's tax incentives is somewhat different, 
however, for wind generation. According to Livingston officials, the 
type of investment that is attracted to "wind farms" is investment by 
individuals in tax shelters. These individuals typically invest in 
limited partnerships that have a large number of partners (more than 
10). The limited partnerships would own the wind generating facili­
ties. 

The wind farms are often large scale investments. In this respect, 
wind energy differs significantly from other forms of renewable ener­
gy. Mr. Robert Conrich, a California-based financial consultant for 
Livingston, cited the example of a new Alameda County, California, 
wind farm that required equity and loan capital totaling $44 million. 
Investments on this scale obviously far outstrip the state's alternate 
energy loan program. 

If the investment in wind farms is organized through limited partner­
ships with more than ten partners, the only incentive of those listed 
above that is likely to be relevant is the favorable treatment of net 
operating losses. This incentive is significant and can be attractive 
to investors searching for tax shelters. It is an incentive that 



should not be overlooked by those who are attempting to attract 
investment to Montana. Moreover, it should be taken into full account 
in considering any legislation in this area. 

It also appears that, at present, Montana's avoided cost rates for the 
purchase of electricity from alternative sources are, after capacity 
factors are included, generally somewhat lower than California's 
rates. This circumstance should favor development in California. 
These rates are subject to change, however, in response to changing 
market conditions for electricity. 

Because many of the incentives described above are more likely to be 
used for other forms of renewable energy investment (typically where 
the scale of investment is somewhat smaller), it is understandable 
that a tax credit for wind energy is being proposed. Whether or not 
such a credit is advisable is a policy judgment for the Legislature 
and you to decide. Relevant items that might be taken into account in 
making that judgment include the following: 

1. The proposed wind energy credit would be very expensive. 
Using the Alameda County example cited earlier, a 35 percent 
credit on a $44 million investment would cost the state $15.4 
million. This amount is 50 percent greater than the estimated 
FY '82 cost of the current investment credit for all small 
businesses in Montana. In addition, the amount is more than 
half of the projected general fund surplus projected for the 
end of FY '83 and is over 10% of all individual income tax 
collections last year. 

The Alameda County facility is a 20 megawatt generating unit. 
Pan Aero, a wind energy company, has discussed facilities as 
large as 90 megawatts for Montana. Thus, it is fair to say 
that the estimated cost of the credit could exceed the costs 
associated with the Alameda County example. 

2. Wind energy is of the more expensive forms of renewable ener­
gy. One reason that tax incentives are needed to develop wind 
energy is that it is not sufficiently competitive with other 
forms of alternative energy at the same avoided cost rates to 
attract the necessary development capital. Thus, it would 
need to be decided ~hether or not the positive aspects of wind 
energy development justify providing large subsidies to an 
expensive source of energy. 

3. A detailed analysis of the tax revenues that would be generat­
ed by a wind farm and of the governmental services that it 
would require should be conducted if serious consideration is 
given to the wind energy credit. It would appear at first 
glance to require a significant number of years for a wind 
farm to generate revenue in excess of the original credit. 
However, without more information about the nature and opera­
tion of a wind farm, it is not possible to determine how many 
years would need to pass before a wind farm would begin to 
contribute its share of governmental costs. 



4. The cost-effectiveness of the proposed credit in producing 
jobs and other economic benefits should be analyzed. In par­
ticular, the number of jobs produced per dollar of lost reve­
nue should be compared to the number of jobs that could be 
produced per dollar spent on other economic development pro­
grams or incentives. For example, a comparison should be made 
between the cost-effectiveness of a commercial wind energy (or 
renewable energy) investment credit versus the cost­
effectiveness of a proposed tax credit for'investments in a 
Montana venture capital corporation. 

S. A verv limited numhpT nf Mnnt~~~ ~~y~~yers (both residents and 
nonresidents) would share in the tax reductions provided by 
the credit. The minimum investment requirement of $50,000,­
would effectively concentrate the anticipated several million 
dollars of tax reductions within a relatively small portion of 
the population. 

It is our understanding that legislation has been drafted to expand 
the proposed wind energy credit to include all commercial-scale non­
fossil fuel forms of energy. Obviously, an expansion of the credit 
would likely increase its potential costs. The staff has not had an 
opportunity to give detailed consideration to the expanded form of the 
the proposed credit. In general, however, it should be noted that 
other forms of renewable energy, especially those that can be devel­
oped on a small to medium scale, now benefit from a number of other 
incentive programs, including some residential scale income tax and 
property tax incentives that were not described above. It is not 
clear that these other forms of renewable energy need a further incen­
tive for their development. Further, a cost-benefit analysis should 
be done to compare the benefits of the credit for each form of renew­
able energy versus the costs that would be imposed through the credit. 

In summary, the following are the recommendations with respect to the 
proposed wind energy investment credit: 

1. The credit does not appear to be necessary for providing 
incentives for a plant manufacturing wind energy components. 
Montana law already provides generous benefits for such a 
plant. 

2. A number of incentives are also available for renewable energy 
development. However, because of the large-scale and expen­
sive nature of wind energy investment, those incentives may 
not be sufficient to generate the investment desired by Mr. 
Stern. The proposed credit would be expensive, and the bene­
fits of the credit would have to be weighed against its sub­
stantial cost. 

3. The cost-benefit analysis of the wind energy credit should 
also be compared to a similar analysis of alternative economic 
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development programs or incentives. There are limits to the 
amount of money that can be spent on credits, incentives, and 
other programs; and the.state should strive for the greatest 
benefits per dollar spent. Further. the number of Montanans 
b~nefiting from any credits or incentives should be considered 
in any comparative analysis of economic development programs. 

4. Although not discussed above. the need for a credit for the 
upgrade of existing utility company property in association 
with wind energy is_not apparent from Mr. Stern's letter. 
The need for this portion of the proposed credit should be 
clearly established before this feature is given further 
consideration. 

Finally. the letter also proposed legislation concerning easements 
associated with wind energy development. The staff noted that Mr. 
Stern might want to investigate the option of following the precedent 
of the solar easements provided for under 70-17-301 and 302, MCA. 
The staff did not consider in detail the pros and cons of such ease­
ments. 

The staff members who contributed to this report included: 

Dan Bucks. Department of Revenue 
Gerald Foster. Department of Revenue 

~ William Gosnell. Office of the Budget and Program Planning 
Alan Davis, Department of Natural Resources and Conservation 
Clint Grimes, Department of Commerce. 
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CENEPJ\L ASSUYlP'TIONS 

J. I'lontana Power Company probably has excess generat,ion capaci ty 
right now. This is subject to verification by the PSC in February 
hearinys. 

2. Montana Power Company will probably have excess generation capacity 
added to the current surplus if Colstrip 3, let alone 4, is declared 
used and useful. This will be verified in the Colstrip hearings 
scheduled tentatively for late summer, 1983. Wor Points No.1 and No. 
2 I draw your attention to the press clipping on MDU's encounter with 
the PSC on this matter.) 

3. BPA is in a surplus position at least through the end of the decade 
(See request for Recommendation). This Commission would like to see 
joint action to recover sunk costs from the California market (See 
PSC letter). Because of NW Regional Council proclivities, BPA 
institutional orientation to marketing, and FERC regulations regarding 
the intertie, a modified plan will probably result in cheap hydro power 
(available April through July ... and getting more scarce in August­
September) being plentiful for industrial use in the North~est, including 
!-lontana. 

4. Note that this probable abundance of spring and summer hydro will be 
in addition to 500 MW of hydro (previously firm) that will be spilled 
April 15 to June 15 as part of the NW fish program. There are no demand 
problems £rom August 31 to April. The result must mean extremely cheap 
hydro some parts of the year, if you can use it. 

5. The Rocky Mountain Front in [.lontana has the best cold weather wind 
si tes in the Northwest. TvlO are currently being mapped by BPA (Livingston 
and the Blackfoot Reservation). There are many others, including Great 
Falls, but the data is scarce. Locals are confident that Livingston 
will bear scrutiny. There is a long history of datil for tho Sit0, now 
being considered seriously by reputable wind firms. 

6. At least one reputable wind firm (United Technologies) has installed 
and is reasonably confident of its technology (aircraft and space based) 
30 million of private money invested so far. What the company needs now 
is a major wind project to prime the pump of its production. Once 
through the early production phase, the unit cost will definitely decline 
(several references). A very likely production site for the nacele 
portion (locomotive size) of the UT generators is Livingston's locomotive 
rebuild facilities. This would seem to be preferable to the Swedish 
shipyards which built the first two devices. Unit cost is approximately 
10 million initially. 

7. united Technologies is interested in a joint venture partner for 
the wind farm development that will prime the market. Their propeller 
(260 feet long each) factory can build 50 a year. 



2. 

8. The wind in Livingston (if preliminary facts withstand the 
test of time) should be compatible in time with the cheap sprLlvj and 
BPA/NW hydro. A Medicine Bow paper indicates that I MW of cold 
weather wind will "firm up" 2.8 MW of peaking hydro. 

9. Large industrial customers (Alumax, for exa~ple) are interested 
not in the current price of energy, but in reducing the riskiness 
of the future price of energy. The lower the price, and the more 
fixed the price, the more attractive the energy package. 

10. Due to fundamental changes in energy economics, large loads 
on systems cause rates to increase for both the large loads and 
for other ratepayers on the system. 

11. Alwnax, as an example, currently has a contract for energy 
at nearly 30 mills (3¢) in Umatella Oregon. If the price of 
FPA energy to DSIs rises much more, the company v"ill have to 
drop the contract •••. with 16 million already invested. By comparison, 
the price of energy for the same load on our system is 1.2¢ on 
average, and will go to 1.6¢ on average when the commis~ion's 
rate design order passes its current court test. Alumax is reluctant 
to enter montana because its own impact on our small system will 
drive rates to over 6¢ soon by their calculations. 

12. The fundamental problem is: HmV' to get new large10ads without 
driving up both their rates and the rates of other catagories 
of customers. 

If the full cost of a wind farm investment can be recovered 
through tax credits against corporate income earned from manufacturing 
DIRECTLY ASSOCIATED WITH THAT WIND FARM we may be solving the problem. 
This would mean that wind manufacturing companies on the fron~ 0nd 
would have a market created to justify production of their product, 
and could investmoney in that market knowing that it would be 
gotten back in the future in avoided corporate income taxes to Montana. 

At the back end, large industrial users could get fixed price 
cheap energy in montana during winter months. The energy would 
be at a cost necessary to cover wheeling charges, landowner royalties, 
property taxes, operation and maintenance, and the interest 
charges on front end invesbnent until recovered in the tax credit. 
The winter wind would round out the cheap hydro already available 
into the forseeable future in the region. 

To get the cheap fixed energy .... new large loads would have 
to locate in Montana. 
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Depart:-nent of Eni?rgy 
Bonneville Power Administration 
pC). BoxJ621 
Portland, Oregon 97208 

In reply ref", to: PRTA 

John Driscoll 
fVlOntana PUC 
Capital P.o. 
Helena, MT 59601 

Dear JOM: 

.', ,,~ 

JAN 1;' 1983 

Per your request I have attached a sheet which summarizes the data that 

we have collected from our Montana sites. Please note that the period 

of record is very short and that data recovery rates are less than 80%. 

Longer data records and improved recovery rates are required before 

inferences can be drawn. 

Enclosure 

Sincerely, 

;' £//7&'. 
/~1~~;;t ,;/ f2/~Z---

Michael J. Berger, Chief 
Assessment Section PRTA 
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Public power 
sees bailout 
in California 

WASHINGTON (AP) - The Nuclear Regulatory 
Commission, tentatively agreeing on safety goals 
for nuclear plants, says it is wi~ling to accept about 
three cancer deaths a year among people stemm­
ing from accidents at an average atomic facility 

. near their homes. .. 
. The commission reached a consensus Wednesday 

RICHLAND, Wash. on the goals, saying a reactor should not rai~e,by 
(AP) - All five nuclear more than 0.1 percent the risks that people hVlng 
power plants originally near it otherwise face from accident and cancer 
beg u n by the deaths not related to nuclear power. .... 
Washington Public The goals are the NRC's first attempt to quantify 
Power Supply Syste~ how safe a plant must be, Fin2-1 approval of the 
cou~d b~ completed If goals is expected next week. -
Cahforma agrees to buy Since no one has ever died as a result of commer­
the Pacific Northwest's cial nuclear plant accident, officials said any 
excess power - and it's numerical safety goals are largely theoretical. 
a ':r~al possibility," an But they said the 0.1 percent ratio to other cau~es 
offiCial says. of death "is low enough to support the expectatIon 

The 88 Northwest that people living or working near nuclear power 
public uti!ities that own plants would have no special concer~ due to the 
two termwated WPPSS plant's proximity." 
plants at Hanford and Using 1979 data, the NRC estimated that on 
Satsop h~red Charles average, each nuclear plant has 1.7 million people 
Luce to' fwd a market living within 50 miles and that 3,200 of them ~an be 
for the power produced expected to die each year from cancer, despite the 
by the plants. plant.' . 

Luce con.tact~d The 0.1 percent goal is aimed at assun~g that 
s ever a I Ca II f ornla nuclear power will not cause more than one In 1,000 
utilities; asking them to of those cancer deaths - or 3.2 of the expected 
estimate how much 3,200 cancer deaths around the average plant. 
Northwest power they Former NRC Commissioner Peter Bradford 
could llse between now calculated that with the 83 plants now licensed and 
an r.\ 20 0 ~ . The i r 6:.1 others under construction. the goal cont3 ins an 
responses are expected "implicit maximum theoretical acceptable conse­
by Jan. 15. quence ... of some 13,000 deaths" from nuclear ac-

Carl Halvorson, WP- cidents over the next 30 to .ro years. 
PSS executive board Bradford said his calculation should be ap­
director, said Luce proached "warily" because hard numbe.rs on 
would be in Richland which to base it are unavailable. "The fact IS that 
next week to brief board society seems likely to accept maximum 
members on his efforts. theoretical risk of more deaths from a number of 

The utilities hope to other sources, including generating electrici.ty 
keep ratepayers from from coal," he said before his term on the com mlS-
paying the $7 billion sion expired last year. . 
bond debt on the two NRC Commissioner John Ahearne said that 
plants abandoned last 13,000 possible deaths is misleading because ad­
January because of ris- ditional safety measures "would undoubtedly be 
ing costs and doubts required" if there was any accident that led to 
about the need for their . several deaths. 
power. Commissioner Nunzio Palladino said, "If we had 

Luce is worki ng one death, I'm sure we'd recalculate the whole 
diligently on the plan, thing." . 
which is a "very real NRC officials noted that the 1979 Three Mile 
possibility," Halvorson Island nuclear plant accident, which spawned the 
said Tuesday. . goals and hundreds of new safety requirements. r, r 
'J~'vt{LP~(I.·v'.i"~c.vul-- /- G - gz.. 

~ ~-';:{:;':;,~ :~' <--- ~ < •• -...,' ~.~.~:. .... 
, ~ 1 1 
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f~ ,-;~or 

• Nurnberofbl8des .......................... 2 
Dia(lJ2tr~r ............................ 256 feet 
Material ...... fiberglass (wittl steel retention elements) 

• Speed, rpm ............................... 30 
Rotation direction counterclockwise(looking up wind) 
L.ocation, relative to tower ........... downwind 
Type of hub ......................... teetered 

• Method of power regulation ....... variable pitch 
Coneangle ............................... 6° 
Tilt angle ....................... " ........ 0° 

• 
Blade 

• Length (total) ........................ 125 feet 
Weight ........................ 30,000 pounds 

• Tower 
Type .............................. steel shell 
Tower diameter: 

• at the base ......................... 12 feet 
Tower material ................... tubular steel 
Ground clearance .................... 133 feet 

.' Hub height .......................... 262 feet 

• 

• 

• 

• 

• 

• 

• 

Access .........•....... internal tower elevator 

Transmission 
Type .............................. planetary 
Ratio ................................... 60:1 
Input speed ........................... 30 rpm 
Output speed ....................... 1800 rpm 

Generator 
Type ........................ synchronous AC 
Rating .............................. 4000 kW 
Power factor ............................. 0.8 
Voltage ............................... 4160V 
Speed ............................. 1800 rpm 
Frequency ............................. 60Hz 

F or further information. 

Vice President· Markeilrlg 
Hamilton StalldarcJ 

OrieniaUon Drive 
Type ............................... free yaw. 

Control System 
Type ........................ Electro·hydrau!ic 
Control ....................... Microprocessor 
Pitch change mechanism ............. f-tydraulic 

System Design Life 
All components ...................... 30 years 

4 

3 

Power 2 
MW 

1 

WIND TURBINE SYSTEM 
PERFORMANCE 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

,--~-,--_,J. I I 

30 I 40 10 
(Cut·in) (Rair;d) 

Wind velocity ~ mph 

..1_ 

50 60 

• Windsor Locks. CT, USA 06096 Telephone 203/623-1 G2 1 



'; '" \ t" " j , J, l -:~,t r;,' \,",; r f III "':'::. n d t u r.-
·!tl" Tt.'i.!dv ttl be,rin ObH:ratinCf dt;c-

~ ,,-,.J '.. c ~ 0 

:< :ding (lvt'r 2Sf) feet bU, the four­
'~"vatt turbine will produce 

. (ill·,h UUW(T tu Hl{:;d the need ... of 
: ',;; )'h;mes a year -- a job th:1t nov,' 
",f_res 20,000 bar~ds of oil. _(,!~~ 

; '.:: L'(1t'f(li P"'j I,i!, i\eil\ of the:: Tn­
,::5 lh!fl..::au of lkL'iawatioll con-

:;" 0·<1 hlr construction of the> turbine 
it ~bruaiV HiBO. VVork was com­

:1ktNl in J~ly 1982, and the turbine is 
,:d,~ luled to be connected to the 
,q,_n's power grid during the fail of 
10')2. 
T, : project is desIgned to test the 
':Jl_:pt of blending wind energy with 
tydroelectric power systems. 
U'n completion of the testing of 
hii ::oncept and the first machines, as 
11a"'y as 50 wind turbines may be 
:uilt near Medicine Bow, Wy. 
H )ton Standard's wind turbine 

'oJi!ll[ists of two 125-foot, 15-ton 
:iberglass blades mounted on a 
lac; Ie which houses the system's 
~cI~'ator and computer control equip­
nent. The nacelle, in turn, is 

IV~dicine Bow 
Bi .rirtue of be­
ng~cated in the 
,1ath of a strong 
dlj ,Medicine 
io'''' will once 

,gain obtain some 
,:1(, ure of fame as 

MEDICINE BOW 

he orne of the ~. 

POP 
ELEV 

953 
6563 

l:!l 
t1 ~'J 
?; '0> 
,·t "-. 
~; ~, 

~~Lo\'c the groljJld 
'11\(: lUI })ine f}r()~!uces (·L;ctr~~lty 

when the bbdc:s, which dov,-n­
VI/ina, begin spinning_ TJis rotation 
tllrn~ '," shaft itt the ILh:db, and that 
motion is converted to c\:·;.;tricity hy a 
generator. Th·! power is :,ent over c(m 
ventinnal trcw-.:rds::.ion li:"("5, 

'1'11" machine L fully autOlllal,ic and 
~;'lfrp;~ulating" A cum pllt~'r system in 
the ll:JCelle put;, th8 Indcliine into 
operation when the wind speed 
reaches 15 m.p.h. and shuts it down 
\vhen the wind is above 60 m.p.h. 
The computer also sends orders to 
hydraulic controls, which tilt the 
blades at just the angle needed to ob­
tain the maximum power from 
available wind. 

The nacelle is like a \veathervane in 
that it can "yaw," or turn freely, as tI-­
wind direction changes, 

Hamilton Standard's wind energy ex 
perts believe the wind -- a dean, quit: 
and inexhaustible source of power-­
could supply over two percent of the 
nation's electricity by the turn of the 
century. 

Work on wind energy systems began 
at Hamilton Standard in the early 
1970's, when it became apparent that 
the United States would have to 
become less dependent on foreign oil. 

In designing the Medicine Bow wine 
turbine and a similar three­
megawatt machine recently complete 
in Sweden, Hamilton Standard made 
use of its kno\"\'ledge of propeller 
technology, aerodynamics and com­
puter systems. 

:ol'rrrs most power-

'~~~ '~i;~~v~llIi~~~~~ade th:~:~ as th/~ . J vV hoi s H a rrl i ito rl 5 'i a Ii to a rOd? 
;itJl!r,f Owen \Vister's classic novel, 
'The Virginian." This story of the 
\lr dean 'Vest, written in 1885, in­
t \i'~--l the popular television series of 
, 'GO's. 
L tud has it that the town was 

:<1t; ?d Medicine Bow because Indians 
,\"It!'once came into the area to cut 
.\oor! for their bows said the trip was 
'..~C :l medicine." 
In ...... he late 1800's,the Union Pacific 

{a oad came through town. 
:'~878, a young inventor named 
~omas Edison took the train to 
.!cdicine Bow to get a look at an 
('lipse of the sun. The area provided 
he perfect vantage point, because the 
.. ind kept away any smoke, fog or 
]OllCls. The train track~ still carry a 
·~'a\·V volume of freight from Chicauo 
, th~ "'cst Coast. "" 

From the propeller that carried 
Charles Lindbergh across the Atlantic 
to NASA's space shuttle and the 
Medicine Bow wind turbine, the 
United Technologies Hamilton 
Standard division has a history of 
putting technology to work for people. 
Hamilton Standard's storv dates back 

to 1919, with the founding of the 
Standard Steel Propeller Company in 
Pittsburgh, Pa. That company built the 
propeller for the "Spirit of St. Louis." 

The name of Hamilton Standard's 
parent corporation is United 
Technologies (UTC). Headquartered 
in Hartford, Ct., United Technologies 
is a leading Fortune 500 company. Its 
various divisions manufacture products 
ranging from jet engines to air condi­
tioners, clt:'yators ancI helicopters. 

HamilLm Standard, hCCldcluartcrccl 

in \Vindsor Locks, Ct., employs 
13,000 of the 190,000 people working 
around the world for United 
Technologies. 

For its first 30 years, Hamilton Stan 
dard made only one product -- pro­
pellers. Now, it also designs and pro­
duces sophisticated control systems fo 
virtually every aircraft in service to­
day. It also makes products for 
automotive and industrial markets ar: 
the nation's space program. 

c::-
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iil1l.0f nacelle 

.. 
'le;.Jnited Technologies 
nilton Standard division 
Id~'urbine in Medicine 
N,JJy., bears as little 
emblance to wind 
ctL nes of yesteryear as 
la1-s 747 jetliner does to 
'irlns Lindbergh's "Spirit 
SH Louis." 
,~tq buildinCl 8n old 

~, 

,hf,' ned windmill to pump 
ter.or produce a small 
:Junt of electricity for a 
n vas a relatively simple 
,\,~recting a technologi­
ly' ~)mplex, utility-size 
;u ~nergy system is a ... . . 

lJor engineering ac-
;ni'ishment. , .... 

If -

~:j) 
~~i:,~~l 

Shipping of blade 

The I5-ton, I25-foot long blades for 
the wind turbine were produced by 
Hamilton Standard through a unique, 
computer-controlled fiberglass wind­
ing process. Fiberglass was selected 
as the material for the blades because 
of its relatively lo\v cost, its durability, 
and its resistance to corrosion. The 
blades were made at Hamilton Stan­
dard's wind energy facility in East 
Granby, Ct. That facility is the only 
one in the world specifically designed 
for the production of wind turbine 
blades. 

Erecting turbine tower 

The turbine tower is a hollow steel 
tube provided by ITT Meyer In­
dustries of Red \Ving, Minn. It was 
formed by seam-welding steel plates in 
a 12-sided tubular arrangement. The 
tower sits in a solid concrete founda­
tion 70 feet deep and ]9 feet wide. In 
December 1981, the tower was lifted 
into place \vith a crane under the 
supervision of Stearns Hoger, of 
Del1\"('r, Co., the firm in charge of all 
site and construction work. 
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Nacelle and blades Oll test stand 

The two blades were driven from 
Connecticut to Wyoming aboard 
trailers designed by Hamilton's 
engineers. Because of the size of the 
loads, there were restrictions on the 
highways the blades could travel and 
the homs they could be on the road. 
As a result, it took dri\'ers from luter-­
national Transport, Inc., 10 days and 
3,000 miles to bring each blade cross­
country. 

The nacelle contains the gearbox, 
generator, and hydraulic and computer 
controls for the wind turbine. The 
nacelle, which weighs 330,000 
pounds, was assembled by Swedyards, 
a Swedish company. It was shipped 
from that country to the port of 
Houston, Tx., bv the f,ykes Bros. 
Steamship Co. (;r New 'Orleans, La. In 
Houston, the nacelle was lifted by 
cranes out of a barge and onto a 
heavy-duty railroad flatcar. 

After riding the rails to !vledicine 
Bow, the nacelle was lifted again. 
Lampson Inc., of Denver, Co., 
used cranes to take it off the train and 
place it on a special transporter vehi­
cle for the final 5.9-mile ride to the 
turbine site. 

Once at the site, the nacelle was 
placed on a test stand. At this 
point, a building was constructed 
around it so workers could fully 
rcassem ble and test it. The bla~les 
,v ere also mounted to the nacelle 
while it was on the stand. 

On July 9, 1982, a crane alongside 
the tower was mcd to lift the nacelle 
and bladcs into pJace. Once these 
components were on top of the tower, 
workers bolted them into place. 
Ninety-six bolts, each cight inches 
long, were used for this job. 
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BRUCE FINNIE 

Ph.D. University of Nebraska 
Lincoln, Nebraska 
(Economics - 1975) 

B.S. Augustana College 
Sioux Falls, South Dakota 
(Economics - 1970) 

University cf Minnesota 
Minneapolis, Minnesota 
(Economics - 1969) 

PROFESSIONAL EXPERIENCE 

1981-Present 

1978-1981 

1977-1978 

1977 

1975-1977 

1973-1975 

1971-1975 

1970 

Senior Economist and Principal 
ECO Northwest Ltd. 
Helena, Montana 

Senior Economist and President 
Western Analysis, Inc. 
Helena, Montana 

Administrative Officer 
Governor's Office of Commerce and 
Small Business Development 
Helena, Montana 

Program/Fiscal Analyst 
Governor's Office of Budget and 
Program Planning 
Helena, Montana 

Senior Economist 
Montana Department of Community Affairs 
Helena, Montana 

Economist 
Nebraska Department of Economic Development 
Lincoln, Nebraska 

Teaching Assistant and Instructor 
of Economics and Statistics 
University of Nebraska 
Lincoln, Nebraska 

Claims Adjustor 
Minnesota Department of Manpower Services 
Minneapolis, Minnesota 



1968-1970 
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Research Analyst/Programmer (part-time) 
Department of Economics 
Augustana College 
Sioux Falls, South Dakota 

RECENT RESEARCH CONTRACTS 

1982 

1982 

1982 

1982 

1982 

1982 

1982 

1981 

1981 

1981 

1980 

1980 

1980 

1980 

Montana Environmental Quality Council: an 
analysis of hardrock mining impacts 

Department of Natural Resources and 
Conservation: a market analysis of 
industrial water demand/feasibility study 
of Tongue River Dam 

Department of Natural Resources and 
Conservation: economic analysis of Indian 
water rights 

Northwest Power Planning Council: economic 
and energy advisor--load growth, siting, 
and conservation 

Montana Department of Commerce: community 
block grant distribution system 

Montana International Trade Commission: 
economic advisor 

Bureau of Land Management: an analysis 
of grazing and wildlife conflicts 

Environmental Protection Agency: 
Flathead River Basin economic/fiscal impact 
study 

Northern Lights, Inc.: economic/fiscal 
impact of Kootenai River Project 

Northern Cheyenne Tribe: economic/ 
demographic impact of Montco Mine Complex 

Department of State Lands: economic impact 
of Capital Hill Mall 

Montana Department of Highways: economic 
impact of travel and tourism 

Montana Governor's Office: Economic 
Report of the Governor 

Old West Regional Commission: an assessment 
of capital formation and growth in Montana 
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Inflation and Public Budgeting, Office of Budget and 
Program Planning, April 1980 

Technology and the Future of Montana's Economy, 
Montana Department of Labor and Industry, April 1979 

Montana Industrial Screening Matrix, Montana 
Department of Labor and Industry, January 1979 

Montana Alternative SimUlation System: Methodology 
and Users' Guide, Montana Department of Community 
Affairs, June 1977 

Montana Futures Project: Simulation and Energy 
Planning, Montana Department of Community Affairs, 
June 1976 

Montana Input/Output Tables, Montana Department of 
Community Affairs, May 1976 

Trade-Off Analysis and Utility Siting, Montana Energy 
Research and Development Institute, June 1977 

Troy Mine (ASARCO) Economic Impact Assessment 
(co-author), Montana Department of State Lands, 1978 

Yellowstone Level Bf Economic/Demographic 
PrOjections, Montana Department of Community Affairs, 
August 1976 

Economic Baseline Study, Kootenai River Hydroelectric 
Project, Volume 2, Economic Baseline - Lincoln County 
(co-author), Northern Lights, Inc., February 1981 

Economic and Demographic Impact of Energy Development 
in Southeastern Montana, Northern Cheyenne Tribe, 
July 1981 

Travel and Tourism in Montana, Montana Business 
Quarterly, University of Montana, 1981 

Frontier Mall Economic Impact Statement (Technical 
Economic Component), Department of State Lands, 1980 

Economic Analysis of Ambient Air Ouality Standards, 
Montana Chamber of Commerce, 1980 

Economic Analysis of the Flathead River Basin, 
Environmental Protection Agency, 1982 

Grazing and Wildlife Conflicts, Bureau of Land 
Management, 1982 

Indian Water Rights, Department of Natural Resources 
and Conservation, 1982 



1980 

1980 

1979 
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Old West Regional Commission: public 
investment plan for State of Montana 

Governor's Office of Budget: demographic/ 
employment/inflation forecasting 

Montana Department of Labor and Industry: 
development and analysis of industrial 
futures for Montana 

RECENT CONSULTING CLIENTS 

* 
* 

* 
* 
* 
* 
* 
* 
* 
* 
* 
* 
* 
* 
* 
* 
* 

Montana Department of State Lands 
Montana Department of Natural Resources and 
Conservation 
Montana Department of Commerce 
Northwest Regional Power Planning Council 
Montana International Trade Commission 
Montana Environmental Quality Council 
Bureau of Land Management 
Environmental Protection Agency 
Montana Governor's Office 
Old West Regional Commission 
Northern Cheyenne Tribe 
Northern Lights, Inc. 
Systems Technology, Inc. 
Private Industry Council 
Montana Chamber of Commerce 
Utick, Grosfield, Uda, PSC 
Hughes, Kellner, Alke, PSC 

SELECTED REPORTS AND PUBLICATIONS 

Economic Report to the Governor 1976 and 1980, 
Montana Governor's Office, November 1976 and 
November 1980 

Montana Public Investment Plan, 1979 and 1980, 
Montana Governor's Office, November 1979 and 
November 1980 

Montana Economic Development Plan, Office of 
Commerce and Small Business Development, 
December 1978 

Balanced Growth Working Paper Series, Office of 
Commerce and Small Business Development, October 
1978 

Capital Formation and Development Finance in Montana, 
Office of Budget and Program Planning, June 1980 

Demographics and Public Planning, Office of Budget 
and Program Planning, January 1980 
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RECENT GUEST LECTURES/PRESENTATIONS 

* 
* 

* 
* 
* 
* 

* 
* 

Department of Economics, Montana State University 
Public Administration Program, University of 
Montana 
Council of Humanities, University of Montana 
Montana Chapter - American Statistical 
Association 
Private Industry Council 
Carroll College - part-time faculty and honors 
student advisor 
Advisory Council - Montana Office - Pacific 
Northwest Power Planning Council 
Economic Development Council 

ADVISORY POSITIONS 

Governor's Wilderness Committee 1978 
Governor's Balanced Growth Committee 1979 

ACADEMIC AWARDS 

Augustana Faculty Scholarship 1968 
Augustana Fellow 1968 
Augustana Senior Honors - Social Science 1970 
NDEA Fellowship 1970 
Intern Research Grant - State of Nebraska 1972 
Dissertation Grant - State of Nebraska 1974 



PERSONAt.O~TA 

ADDRESS 

TELEPHONE 

DATE OF BIRTH 

EDUCATIONAL BACKGROUND 

Ph. D. P·rogram 
A.B.D. 
Dissertation in progress 

Master of Arts (Honors) 

Bachelor of Arts 

EMPLOYMENT BACKGROUND 

Senior Research Associate 
National Center for Economic 
Alternatives. Title VI I 
Evaluation. 2000 PSt .• N.W. 
Washington. D.~. 20036 

RESUME 

KENNETH ROBERT PERES 

116 Lambros 
Mis sou I a. Mon tana 59802 

(406) 549 - 6803 

September 19. 1948 

Graduate Faculty 
New School for Social Research 
Department of Economics 
New York. New York 
All requirements completed 
except dissertation 
Areas of Concentration: 
Economic Development 
Political Economy 

Graduate Faculty 
New School for Social Research 
Department of Economics 
April. 1978 - Awarded with 
Ph.D. comprehensive exam 
Major - Economics 
Minor - Anthropology 

University of North Carolina 
Chapel Hill, North Carolina 
June, 1970 
Double Major - History and 
Political Science 
Special Concentrations: 
Latin America & West Africa 

January 1981 - September 1981 
Duties: to participate in the 
congressionally mandated eval­
uation of the Community Ser-
vices Administration's Title 
VI I program - community devel­
opment corporations; to visit 
sites of selected grantees, 
collect financial, employment 
and historical data and analyze/ 
evaluate grantee and grantor 
(CSA) performance; to make policy 
recommendations for future efforts. 



KENNETH ROBERT PERES 

Economist 
Northern Cheyenne Research Project 
Lame Deer, Montana 59043 

City District Manager 
McGovern Presidential Campaign 
Youngstown, Ohio 

Deputy Registrar 
Operation Frontlash 
San Francisco, California 

TEACH1NGEXPERIENCE 

Visiting Assistant Professor 
Department of Economics 
University of Montana 
Missoul~, Montana 
"Tribes, Reservations, & Economic 
Development: Part 111 

"Tribes, Reservations, & Economic 
Development: Part 2" 

page 2 

Februrary 1979 - May 1980 
Duties: to participate in CSA 
study on institutional bar­
riers to economic development; 
to analyze economic projects 
proposed to the tribe - e.g. 
coal, oil & gas, elk herd, 
cigarettes; to begin to form­
ulate a reservation model for 
development and tribal sov­
ereignty 

August - December 1972 
Duties: to train & organize 
convassers; to write & print 
issue papers; to present 
issues to local organizations, 
colleges and high schools; to 
organize the entire operation 
and follow through at every 
level 

June - September 1970 
Duties: to participate in 
AFL - CIO (COPE) & Democratic 
Party's intensive voter reg­
istration drive; to interview 
workers for data on their 
political perspective 

September 1981 -·June 1982 
Duties: to introduce students 
to economic concepts; to ana­
lyze the historical, economic 
and political determinants of 
the reservation political econ­
omy; to examine the options, 
perspectives and complexities 
of economic development on 
reservations 

Duties: to analyze reservation 
resources, development options, 
contracts and negotiations;' 
to give students experience 
with the basic mechanisms 
of. economic development by 
dividing into groups which 
formulated specific development 
project proposals and presented 
these to the rest of the class 
which acted as a tribal council 



KENNETH ROBERT PERES 

Adjunct Instructor 
St. John's University 
Staten Island, New York 
Department of Business 
"Historical Development of 
Cap i ta 11 sm" 

Instructor 
Alternative University 
Chapel Hill, North Carolina 

CONSULTING, PAPERS PRESENTED, 
PUBLISHED TITLES, & INDEPENDENT 
RESEARCH and PROJECTS 

November 1982 -January 1983 

August, 1982 

June, 1982 

May, 1982 
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the historical socio-economic 
basis of economic theory & 
policy as a means for under­
standing our present economic 
condition 

September 1978 - January 1979 
Duties: to examine the histor­
ical formation of U.S. economic 
structure as a means for under­
standing the present structure 
of business, including manage­
ment and labor relations 

September 1968 - June 1970 
Duties: to organize & hold 
informal classes & meetings 
on specific topics, including 
the history of Vietnam, U.S. 
involvement in SE Asia; to 
participate in panel discus­
sions and talks on various 
issues 

Govenor's Temporary Committee 
on Development Finance 
Member of the general committee, 
1-95 implementation and venture 
capital sub-committees 

"Economic Development, the 
Missoula County Commissioners, 
and Missoula Jobs Development 
Corporation" 
Testimony d;p,l ivered to the 
Missoula County Commissioners 
at their annual budget session 

"The Northern-Cheyenne/ARCO Oil 
& Gas Agreement: Economics and 
Tribal Sovereignty" 
Presented at the First Annual 
Gathering for the Northern 
Cheyenne Homeland 

"Natural Resources Development: 
Two Visions" 
Presentation at the Natural 
Resources & Environmental Panel 



KENNETH ROBERT PERES 

"Introduction to Economic Theory III" 

"Introduction to Political Economy" 

Adjunct Instructor 
Dull Knife Memorial Community College 
Lame Deer, Montana 
Extension Division of Antioch College 
Native American Educational Services 
"Administration & Social Services 
Seminar" 

Adjunct Instructor 
Staten Island College 
City University of New York 
Division of Community Education 
Women's Studies 
/lAmeri can Economi c Issues" 

Adjunct Instructor 
Staten Island College 
City University of New York 
Department of Politics., Economics 
& Ph i losophy 
"l.ntraduction to Economics" 
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Duties: to apply economic con­
cepts by analyzing Reaganomics 
from various economic perspec­
tives; to examine the structure 
and development of management 
from a labor perspective and 
to present alternative forms of 
management to a class primarily 
composed of business and manage­
ment majors 

Duties: to introduce students 
to the structural determinants 
of the u.S. political economy; 
to analyze various basic indus­
tries within the u.S. and Mon­
ta economies; to utilize eco­
nomic concepts and skills by 
dividing into grqups which 
examined and analyzed different 
economic sectors within the 
Montana political economy 

September 1979 - January 1980 
Duties: to illustrate through 
critical analysis how the 
Northern Cheyenne Reservation 
is integrated within the U.S~ 
political economy; demonstrate 
through historical analysis how 
this process developed; and 
examine possible options for 
development withirr the current 
context 

September 1978 - February 1979 
Duties: to examine with a group 
of working women and mothers the 
socio-economic basis for the 
present position of women in 
the US economy 
Topics: a) individual attitudes 
towards the economy with the 
introduction of a wider perspec­
tive including production­
exchange-consumption; b) analysis 
of historical development of u.S. 
socio-economic structure; 
c) concrete & specific application 
of these to working women 
in the U.S. 

September 1978 - February 1979 
Duties: to examine with a 
diverse group of students 



· KENNETH ROBERT PERES 

Apr iI, 1982 

October, 1981 

October, 1981 

September, 1981 

October, 1980 

July, 1980 
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of the 14th Annual Kyi-Yo 
Conference: Mother Earth -
Times are Forcing a Decision 

"A Critque of the Economics in 
the Bureau of Land Management's 
Powder River Coal Final Envi­
ronmental Impact Statement & 
Lease Tract Profiles: Recom­
mendations for Further Study" 
Prepared by Dwayne Ward with 
Ken Peres for the Northern 
Cheyenne Tribal Council 

Federal Assistance to Community 
Development Corporations: An 
Evaluation of Title VII of the 
Community Services Act of 1974 
~repared by the National Center 
for Economic Alternatives for 
the Community Services Admin­
istration 

"Three Strategies for the De­
velopment of Montana's Economy" 
Presentation at the Economic 
Development Panel of the Boulder 
Conference on Economic Develop­
ment 

One of the organizers of the last 
conference between staff of the 
Office of Economic Development 
(CSA) and the leaders of various 
Community Development Corporations 
from around the country 

Facilitator: Workshop on State 
Government Policies and Economic 
Development: Models from the Past, 
Lessons for the Future 

"Montana Report: An Interview with 
Ken Peres, Economist, Regarding 
the Recent ARCO Plant Closings 
in Anaconda and Great Falls 
aired over KTVG - TV News, 
Helena; intervip.wed by news ed­
itor Mary Ann Melton 

liThe New Indian Elite: Bureau­
cratic Entrepreneurs," with 
Fran Swan, in Akwesasne Notes 
Late Spring Issue, May 1980 



,KENNETH ROBERT PERES 

May 1980 , 

Janua ry, 1980 

November, 1979 

September, 1979 

Ju I y, 1979 

Jul y, 1979 

December, 1977 

May, 1976 
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"Regarding the Atlantic-Rich­
field (ARCO) - Northern Chey­
enne Oil & Gas Agreement: a 
Critique," 
Northern Cheyenne Tribal Council 

"0vercoming Institutional 
Barriers to Economic Develop­
ment on the Northern Cheyenne 
Reservation," 
J oi nt report wi th Nancy Owens 
Community Services Adminis­
tration 

"Tribal Elk Herd: Operational 
Plan and Projected Costs," 
Presented for Tribal Chairman 
and BIA Superintendant 

"Regarding the Proposed Joint 
Venture Coal Agreement among 
Global PertoChem Services, Inc., 
Domestic Energy Development 
Corp., and the Northern Chey­
enne Tribe: A Critique," 
Presented to Northern Cheyenne 
Tri bal Counci I 

"lssues to Consider Regarding 
Economic Development on the 
Reservation," 
Presented to Administrative 
Committee of the Tribal Council 

"An Operational Procedure for 
Policy Formulation, Implemen­
tation and Review," 
J~int report with R. Monteau 
to Northern Cheyenne Tribal 
Coune i 1 

"Empiricism as Method: the 
Multiplier-Accelerator Model 
of the Business Cycle, 
New School, Advanced Economic 
Analysis 

"From Merchant to Industrial 
Capital: the Development of 
Alternative Modes of Social 
Control in Latin America, 
New School, Economic Development II 



,KENNETH ROBERT PERES 

November, 1975 

October, 1975 

May, 1975 

REFERENCES 

Gerry Chiarutinni 

R i cha rd Ell i s 

Representative Daniel Kemmis 

Nancy J. Owens 

Thomas M. Power 

James Rowland 

wanda Sma 1·1 
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"Theories of Development: Al­
ternative Strategies," New 
School, Economic Development 

"Adam Smith: the Dilemma of 
Va 1 ue and Labor, II New School, 
Labor Theory of Value Seminar 

IICap i ta I Deve I opmen t and 
Theories of the Peasantry," 
New School, The Third World 
in the World Economy 

Former Projects Officer 
Office of Economic Development 
Community Services Administration 
Washington, D.C. 
(currently.with the Small 
Business Administration) 

Title VII Project Director 
National Center for Economic 
Alternatives 
Washington, D.C. 

Speaker of the Montana House 
of Representatives 
Helena, Montana 

Cultural Sciences Co-ordinator 
Department of Natural Resources 
and Conservation 
Helena, Montana 

Chairman 
Department of Economics 
University of Montana 
Missoula, Montana 

Dean 
Dull Knife Memorial College 
Lame Deer, Montana 

Former Member 
Northern Cheyenne Tribal 
Council and Administrative 
Committee 
Lame Deer, Montana 



WITNESS "STATEMENT 

Name 

Address ~.O. l?{)c t U5ttf 
Representing M E-t c 

~~~--------------------

Bill No. \-\ \::, t C) 

Committee On ~ON_ Df:V, 

Date (/'2-0 (~3 
I 

Support _~~ ______________ _ 

Oppose 

Amend _~~ ________________ _ 

AFTER TESTIFYING, PLEASE LEAVE PREPARED STATEl1ENT WITH SECRETARY. 

Comments: 

1. -<S~ ~<P 
~------~ ---_. --.--

2. 

3. 

4. 

Itemize the main argument or points of your testimony. This will 
assist the committee secretary with her minutes. 

FOR.~ CS-34 
1-83 ~~ -(1 



The rlias.:;schus:;·its G&n&rai Court h~s led ~;,e vlay in f~shioiljng a serres G~ ;;-ii10VCil!Ve 
d2vefopmenf s:re:!egies that have helj)8d to recasf and rebuild the state's ( ::0:lomy. 
The piOgress of thsse efforls is being \",atched with high in!erest in other ~- ~;;tes. 

E:conomic Developrllt3l1l: 

Kenneth N. Hotard 

fn:e Leg:sl],\,ies: J~ly/AJgJst 1982 



B~fl!:":'"g tl;;s ;::d;!C'~n is ditricult. As O'1e leg;s!afor put it, 
~/? ~;J:2 ;:-·€-se I?) pro2'arr:S to pro:ect ou~selves from 

":~:2.~ the:· othe~.!9 sta:es a~e doi:.g. We have to ha· .. e these 
_,-);;,::~,~ t::> (~ ... :n~e:e." But fresh ,,~proach9s 8re begin­

.p1'··!·~ ~,: :l.P ..... -:: ... ,;::' f., ~7:: ••. t),)dy o~ €"~.,..;;:'~jc:1ce at Pi~ s~~~~'? fe' .. 'el 
~~; ::::::~e.::, l~;C~ r~~ r~'1C;5: C::78Cl:"~ slia:egy fOi (.~t~at;~~ a 
',' .:,"1; ~ .. : Cl-j-:)~;c clj~a:e ;5 to cosrdir.a:e the selective use 

lilt,. . . I- t' d' dl ,. . C: In\:.-:·~· .'es .. -;1:.! a se\ ~). prog~a:'ns eSlg"'e .0 ret?,n ana 
;·~,,:·j..;~2~~ :;-.~ g~cl"'U-: of exiS!i"g en~erprises. 

C :: 0' :":~ t·::;~ e.i('J~::p'8S of this approadl is found in 
~':.,' :.::;c' ~~::::3. D:.;ri:-:g ::-:e 1970s, the s!ate lauflched a 
~ . '';''" 0: :;-;- :;Io·a:f· .. e p:-ograms ces;g~ed to revive i:s 

:"'~'::'2 -:-,:c,'- :~:\/ ThesE' ;:>rog'a:TIS focused Oil s'.Jpporting 
_~::: !:'~:·:3. ir 2e·;e~a!. c:-Id rl;;/Hechnoiogy industries, in 

T;l~:r S.JSC>::3S is flO ... gE:':1e~c:lly acknowiedg~d. A re-.'lew 
.; h)", it ha;:'~:-2r-,ed may offar useful lessons for other 
s::;:'es. 

.1.. .~ ~I the ear:y 70s, the Massacrusetts eco:1omy was in 
; :fsa'r"y T'le state was adversely affected by major 

I; ~.~J:fts in r.?,i:or:<l' e·::onornic policy. Its trad;lio:1al in-
,s!r:a: ~?,S2 ~::.j !)2c·n 8rc,ded It suffered fro." high energy 

.... ~ts. r:s:~;; ·~·-:-'TJ~)!oy:-r.ent, pi:.nt closings, 2'ld some of 
:~. -:: hi;l-;es~ t.'.. . .;·;-,E~SS a;'·:; pa~:sc;na: tax ra~es in the country. 

'33 facing :'ie grea:es: economic crisis in the post·war 
.. 4I'ik'd. 

In raspons~. rJ.assachusetts has moved swiftly to 
..:.:- ... ~:::~ an ir;'p'essive range of private and public in-

?::ves to a;c t~e de,,'.s-i.:)prnent and expansion of busi;1ess 
!¥-thE' s~a!e. Th~ 1978 legis:ature enacted a package of bins 
tr.?! p~ovided the statutory framework for a compreh3nsive 
~. )g'am of finar-,cial ince:-,tives and technical assistance. 
-..ese jaws co·.;ered both economic development and ur­
t<'l'1 re;/;!a';za~!on: They e"panded the state government's 
~ :;::/ to o~fer p.ibiic finor,c\r,g to busine:sses, and they pro­
·1.aj new incer.!!ves for comN'lercial vent\.Jfes to revitalize 
~;-:c c0m:-nercia: cen:ars of the Commonwealth's older, 
C",,,,,iop.s-d areas. 
; :::c-:ia'ly as a result of these efforts, the Massachusetts 

€-~'-;0r:11' is do:ng wen daspi:e the current nationwide 
riC :·~'5sion. S:a:e Ccmm~rce Commissicmar Ernest C. 
L1 ;C! reCei1!!f p·:>i;-,led OJt that" for the 31 st consecutive 
~th, OJr u-Iemployment rate is second lowest arnong 
::-.-:. i~dJs!rja: s~.;tes. There were more manufact~iing ex-

.~:-:,-:~ :11 1~r?:J·8~1 ~h.~:; ~:i':-? C!CCl!rred d~J:inJ 0:Jy :\-/0-

i' .. ~ ;':=::ic,d !-: 0.;: ~,is!orf'" S:3:e Represei~:a:i"'2 Timothy 
A Bassett, C~'2!rrr.an of the House Committee on Com-

-,~ ... 
.. ,,~;i:' :Of v.~-'-';:!" ~ h::~'d ,-. :'e Se;::'':!'11oE:: is~u" 0' S:c:e 

£~-~- .I.Jft::: \oi' :..;"6'"":1;",: t~l~ :SS~~ Of tax j~c€:ntivas for tJ:J5;!"i~:;S 

merce and Labor, views ingenuity 2S a r:1ajor rCi'::~Or in 
Mass2chvset:s' econOr;')ic turnaround. "Our loc;~:::;r', 2'"ld 
cnma!e forces us to be creative," he s3 id. "W'2 ~;ave to S'Jr· 

v!ve by o".Jr ingeiluity because we su~ely '.'18'-(' not b!2ss~d 
by t:V? ';0:,j Lord. 11 r:',ea~)s '.'/2 h,::,'/;} 10 :?:~t' C"2~":::":~ •. " 

".;~a~s~·:'~;iJ38US bsgan ,,-lith a C01V;Cl;Oil t~·.ci: t~i(' ri;~~t 

kind of ca;:>i:al in the righ1 p:acE' at the right I:-:-:e CEl" ~'7 a 
stiOrl9 ir-.ce~tive for good de'v'eiopment. "Ca;J:ta~ av<,::",:':ii· 
ty is l~e rea; prob!eo'l1," sai.j ?.i'J..def].Jj~,!n:2.:.~_qr.t-~<:.·.,':g~_. 
LJ~ive~s;ys J0hn F. Ken:l.:!::Jy ~;(),,)CJ! 0: G0\ :-rn~n?:;t 

in a receni paper, Da~ieis, aisc a d8 ... ei0~,;r;Bnt fir;a~;':c 
consul:a~'t, listed five capi!al ~2~i<.e~ i:-n;:,-:;:f:;;ct;cn3 as 
ad·.;erse!y affecting cOini:!erciaf de',:e:opm:=-nt: r:st.;, C·.·er­
sion, high information 8;)::1 transaction cos,s, inc'ec~:'"lg 
market and ?sset conceniration, leajer p:~juc;:ce, Ci:'lj 
g')vern:Tle:nl regulations. 

Massachusetts' financiai incent!ves have c01c€:'1!ra!-?d 
on directing 1:-,e flow of capital to compensate ro~ U,':'S6-
market im;:>erfect:ons. n,e Massachuseas Ind:.:st'::1 
Finance Agency (M:FA) has been the slate's p:irlC'':-. __ : 
deveiopr;-;ei1t institutio:1 providing 10rlg-term finar,c:i~'g l:or 
indus~ria! a'1j co:-nmercial expansion. A!!h00:;;h simi';!~ i,,­
sti!'.Jtj·):'lS no ... : ex:st in 42 s'~:es. the ~1.1 FA has :;~e:; a'~'("J 
the jTIOS~ s'Jccess~ul in direc:ing ass:stanc:e to :1e~'dy "Yt·:o') 

a"eas v.,hl:e i:isuring that q~a!;~;ed ent~epjene\.frs tlC. •. J ~.:.­

cess to t;-',O; capita! necessary for econo'7lic grow~ll . 

~ ince its c,eation less than three years a~o, r./.!F.~, h."3 
~ gh/en final app'oval to over $1 bii:ion i~ tax-8x£··'·.::ot 
~ ;nd'Jstrial reve;1ue bonds (IRBs). The :o;:s~s h;:.:! 

aided ~~e growth of 802 el(panding ii1dustriai coj')p~;" ':3 

arid dov-Intown revitalization projects in the Cc'~­
monwealth. Projections are that these firms wW cr~:: ~ 

40,000 r:ew, permanent jobs as a result of their 9·0 ... :' .... 
Most of the companies receiving IRB finar)cir\: are S~,;;," ··r 
firms. O:-!e-!"12If of the ir;dustrial firms reC <: :' .. ;~g ~. ~; 
assis!a.::ce ha ... ·e s2.:es-c.neSSfF.aF.s5nrTi·:::~-ar,e :. :;. 
fo7thsFaV~s'Of ~s3~t·ha~.I?o rr1ii~on=- ... ---.. --' -

In Ciddi~ion to I~B financing, MIFA is a source of :,­
dust rial rr,ortgage insu~ance, It has coc:-,r:-il:t2~ k: '1 

gJaran~ees far 46 smari companies and r(:v;t3!iza:io~ V':'j­
eels. These projects have stimulated 547 rn:~;!on ii) r :'.'1 

plant and eq'j:~'Tlen! in the slate and v:iII res~lt i~ 2,~«) 
new, perm"nent jobs. Only nine states o-.:ts;c:e r .• '1 

Engi2nd ope~a:e simi1ar mortgage ins',;~ar,::e V(}:;~<:-,S. 

i:lg and iJ:;'~1 g~3: ant8eS. r;-;ust b~ I C).: a :~d ~r--: 8:"' C:'~ .;: .'l" ~ j 

Commercial Area Hevital;zalion D:5~'ict T~,:3 has 2,;:c,·.-:-d 
MIFA to target its effo~ts and avoid tha scancf:!ls ih?' '~,:.8 
plaguec some states. 

Ttle COf!i-:.ercia! kea Re,;j::!liz2:;G~ D;3iri::~ (C';~):;.·:->­
gram a!lo,tls commercial businesses to utiiize !:-:;'C' 



• 

, d~ve:0;:.~'~e:'1t i;1cE:iltives that were pre,.i;):..;S'l2va;iable only 
to indus:';ai firms. First, IRBs provide up to 10C) percent of 
nt:w co~s!ruction or rehabilitation financing Second, mort­
gage in~ f~n;:;e can be ob:ained for the h:ghest risk portion 
of the i:.,:;~ (b;:'~',',2en 10 r(~rccnt end 1·0 p?rcent of the 
\,,) ~ ~)e) a·,·j ;:. :: .~n;tt::cJ to appr \)xi~n~ite:y S40~=: .J~}C· per p:-ojec t. 
u,)tn the :;,:3 a:'1d mortgage insurance incentives are ad­
rninis:e~2:::! 2)' f,~!FA Finally, the Urban j.)b jncentj'/e Pro­
gram (UJ;P) ;:.rO·J;des two fo~ms of tax i[~duction for com­
I:l?'ci,!; ~":;;~c.~5: i0c:atecJ in C.t..RDs. The f;rst is a credit 
ag.sin3i a c,::;r~oration's state excise i;bb:t;!y, which is 
calcu!3!ed to lower its equaEzE!d pioj)cr~i tax to the 
s:atev'J;tj~ ~ viHag~. Second, a 25 percent p&yroli deduction 
is 2voila:.:e f,x up to 10 ye" '5 for firms ic.::c:t:ng or expan­
ding in ur:,3~ areas with Su;)stEJntial pO'Je~:y TO'qualify for 
this bcen:i ... e, the company must also off8r an appro'Jed 
empioyee trairoir)g program. 

A~cor~:):'1g to John Judge, undersecre:El0' of the state 
D€·part:T.e'lt of Communities and De"'eiopment, the pro­
gram has ge;1erated over $400 million ""'w'orth of commercial 
deve:opTte:1t activity in 140 CARDs localed within 
M3SSc:C I-:.;setts' 351 cities and towns. MiFA's director, 
no~ert E p2:ne~scn, believes that the p'();Jram has been 
cr::ical :', ;rlfIJe"~: 'ig investment d.?:is:e;:;s within the 
ct>,~ms. "'ihe f2;.ct that MIFA IRB fina r :C:''"'9 acco:Jnted for 
m0~e than half of ail new industr:al space added in 
Mass5.:;h:.:s-:?~:s in 1980 indicated the importance of the 
pro~ra~~ to our sta:e's economy," Patterson said. 

The t/assachusetts Capita! Resource COT'pany (MCRC) 
is an j,-,;-,ovative. example of a pubiicly chartered but 
privately financed and managed deveicpment finance in­
st:tution. MCRC is a limited partners~,ip privately owned 
and fur;.jeO by eight Massachusetts-based life insurance 

f'v'lassachusetts has suc­
ceeded in addressing 
the ills oJ its econorny 
()rimaril\/ because the 
I J 

sta.te legislature \t\l8S 
vyliling to -face the risks 

,~. 0'1 inno\/ation. 

S.'a!t'- i. ";. -;!gturesl Jul)'IAugus: 1932 

com;>anies. It is a source of capi~3i fo~ b ;5;!""eS3 0;:' ~rations 

Ur1a~!e to obtain financing from con .... -:·~:;c)')~! 5-:)Jrces. 
Since its orgat);zalion in 1977, MCRe ~'3S r£'c€:.ed con­
tribt;tions of capita! exceeding $140 miil:.j~ ~ro~n its part­
ners. In its first th~ee years of o~~·ration. it :~;"'~'st~d .$54 

pro.:id:"g de~t Cs.pita! for ma:uri'~g injc;:·<e.::: i,'"lj new 
co:-np"nies, have he!;:>ed to cr'C!at~ or .c:~<:in C,e:r £,000 per­
mar:er:t jobs. 

~!,C:.{C v;as created by a:1 act of ~f;-S :~.;rs:a~.Jre that 
radJ:::~'d tile 3~:::le ;;;'X Ijab;!;!]' of til::. ir~:: _.';.'.: :'~':·";:J.:,,;e3 
in re:urn for their contributions to the ;,,· .. -?s: .... ,~~~ pool. "It 
was not ge~erosity on the part o' tr··~ i~surance 

companies," said State Senator Ro!):?~;: \\':<T,,:;ra, chair­
marl of thE: Seriate Committee on Comr1~-':£' ar.:; U;bor. "It 
W33 s:xnething they wanted desper2te'y. It \":~S a com­
promise." Regard:ess of its origin, MeRe r.as !J~ej a highly 
successful catalyst to commercia! d?;,;-:?'~;J':';e:-:t-so 

much so, that the MCRC companies a.e S~:~: ;-,:; co~·!inued 
a;.;thorization once their legal obligatiCo~ e.~';.e~ ;a:~r this 
year. It has been hailed by many deve::I;.-:'.::~,! n~ance ex­
perts as orle of the most promising expc::::7":-:o?"l:s t-:·jay. 

c:.v':,?jj; he;e are o:1ly four publicly charte' 2j 2 -j :~;':3nzed 

1
.1 equi:i-;)'ov~ding institutions in t:":e c :., -: -j'. Two of 
j these are In Massach:..:setts: t~e r.':~: ::c':Jsetts 

Tech'1c. ic,gy DevE:iopment Corporatior. l~·::I:)c.) c'-,d the 
Massacr,usetts Community De'"e:o;:J:--.C:ilt Fir,::~'2.e Cor­
poJratio~ (MCDFC). Chartered by the i~~:S:2t..:~€: ;n 1978, 
MTDC i~ an independent public corpo~2" ~ - t~;c.: ;:. ovides 
direct financing and management aS5:~ ·,-CB to start-up 
and early stage technology-based cor:-,~.':- ·~'5. 

The capitalization of MTDC's inves:'-;-,e;.it fu:)ds is pro­
vided in part by the Commonwealth, i~ parr t-y ~~e U.S. 
Depa~r.1ent of Commerce, and in par; ":)'1 p-.-:- €:~m:ng:: on 
the lrves~ments of its porifoiio in seve~~' :-:e ... ~~-:-:;3 of hig'h 
tech:-::>!ogy. These include: maieria!:o s:::~:-,ce. ?'·.;onics, 
and 2'Jlorr:ation industries. Recap:ta!:za:;on of ::5 inl/est­
ment fund, through a $1 million grant f'o~: :hf. US 0epart­
ment of Commerce and a ma~ct-lir.g ai=?::~·=,~,r·"':::l~ f~'Jm the 
legis:ature, was accomplished in i:;lS1. S..,b£:.~"quently, 
MTDC has im"esled $1.55 mil1ion, wh;ch h3S !~v:?~aged in 
excess eri $11 million in inves!rner,t by r~;· .. ?:e sector 
sourc-::s. MTDC estimated that the i:1\"~' 3t~e'1: \'i;~: account 
for 2,~OO new, permanent jobs al a p_:~i;c cost of $1,693 
per i0b creat9d. 

L~~· .. )r=C i:;? ;):.Jb!ic c;o;;:>Ot~:;O:1 th:< i· ... ·~·:~.<::-; ~:...:.s:~es5 
er::€:'prise$ sponsored by com:nJnj~y 02', 2:0~;-:i':?nt cor­
pc;:a:::::.ns (CDes) in economica~!y ci~;J:e:)s-2;j ~':~iS. Ven­
ture c,:;>ital in the form of debt 3"'~: t:.:;_.::,. f;'.,:~cing is 
ge~,eridly orfered at terms more libe'ci! n',;:, tlo ::.I3:" of th~ 
prjV3:e market and negoti.:;:ed i"di'li.j;;~'y "iii;' MCDFC. Of 



" fO'J" i"13~;t:..;tio:1S, Pv'CDFC is th(' mos! so,.r,d~)' fhanced. 
YeC":::"'2ci ~.1C million in proceeds fro:" g-:::te~a' I)~!igation 

:;.:,r,d3, \·.1-·;c~, t~e state invested in the co'p:)fa:ion's com· 
"',:,0"1 s:(·:~: Through 1930, MCDFC had comr:-:i:ted funds to 

S:" c.~ ~'-:'-:'~ 'ises. i'1ciuji'19 a ne: ~'I-,!)orh,x.d S'JP:::~rna rket, 
~ ;:"c'" ~ J.;! ...,.~~~.:)·i2 .... lg~a·;'8 !'"';e'"vs;J3jJ::'f I c: "'-:j 2:1 : ... ;~)j.:J:SlC~;2d 

_ .. :~i:..;"e )P2'at;on. for a total of $1.5 r-,'I:io'1, 
B:.:'-, t.'7DC and MCDFC are publicly Ch&;:E':ed, and 

.~ ~:~ ~:'~'J3 i"-,c!ude strong repres-?'1tati()~ fr()T; !I-'t? private 
~.~- ~taf. T ... ·~:~ s~rLJc!ure a!Jcws them to h:~e in·j(·~.e;:j2.nt, 

- ...... ,' .-.-',-.~.,..; ....... ~-,r-:::., .... ·'· ... ·o·e t' 0 .4,.,.;:" -.· •• :1 --. .. ,'-. Th'" tJ .... ','?;:..-::::_·;d r.ia.lo~"I':;' O\Jo'~1 n ..... SL~~ ... i.,..;,,'jJ ::'~.=.\,r· ..... e. I:.:> 

(-. ·:c>ufc;?s s'abiii~y and low ma~:a~2:i,ent turnover, 
I -.;c~. ;~, ~ ..... '~:. :eads to a higher quallt]' ar.j G0a:-'::!y of in· 

--'€:E'!~1;:"'i! ac!:·~!ity. 
In '97:), !":e ~/assach~setls Legis;a!ure er;~':;t?j i r1e so­

:::i:';ed "L~'~'''''''Y Law" to enable both S2.vings b3"lks 2:1d 
..,: :,');:>c:~c:~:.? ba'1ks to invest directly in d-2"eio;;~~ent proj· 

cc,:5 c;"l:; b'j5;~ess vent.;res thai wO'Jid o~he~ ..... :se be off 
·i-:1its. U:,:!er tloe original law, ba!lks were e'io ..... ·ed to set 

. a~:je 3 ;::::'~·::en~ of their d~posits for inves:mer,~s in the pur­
-Co ,. as€:. s·: .e:opment and management of rea.' or pe~sonal 

~" :,P-=' =y T!:is investme'1t could be in the form o~ necessary 
E- ~~ .;1: ,1 :)' ,j28t fi::ar'lcir:g to get a project ~-!J\,:;"',g. ~~o mo~e 

1IiIIt;.. '.'1 ~ ~,c,'c-::i! of deposits could be in,'e:;~o?c :~ a single 
~" .;.:'c L,:'j'2r Chapter 627, Laws of 19BI. :hs :egis!ature 

:.fU~:,-=j ;~::: !:lanks Lee','iay authoriza:;or frCil 3 percent 
.",! ": p-?:c,~"\: o~ deposits a:-,d required that no: ie3::- than O:1e· 
,t~'·'d of : ... ·.5 bE invested in hOUSing fac:::::es deve:e>pment. 
C' .?~~e: 527 ,,:50 increased single proje(:t i~>:es:rr;ents to 

_' 5 pt:rc€-~t of deposits Leeway has a::D .. ':~d banks to 
d =;:.!~y t .... ·e:r co:nmitme:1t to the comrr':J<:ies they serve 

; a-,d pa~~:·:ipa:e directly in the development process, while 
~. ~":>'Jid;ng needed doliars for community revitalization, 
t.,v,i:ssac h :,,;s2!tS is the only state to offer ~h;s type of 

d:.,e::,;,~e~t incentive. 
; A;;;,;)'l9 i:3 :-ew initia:lves. Massach:..:se::s has es:a:r 
":s~ej aCe·,. -- \,mity Development Action Gra~;! (CDAG) 

:;-'':''gra:i), T~e program is desigr'Jed to rna!.;e 517.5 mii:iO:1 
:'.:;:a:le tC' !ocal governments that do not q:"::;Jlify for the 

_""jere' U'~a"', Development Action G~ant prog·a~r.s. More 
tr.an E:: percent of the state's cities and lOW";; 'will qualify 
fC' this ~"();,am. While this ap;:,'oach is no: r.e,· ... it will 

.:,:::1 ..... i':'~"i j;,/s.jictions access to a sig~;~j,:.ant amount of 
~';va~e i;l.:e.5tment that WOUld otherw;se have been una· 

va;!a:J:e. 

lit .f""\ s ::'V~~; t~;5 p.ar~;3j listing ;:I~;C~:-?Sl ~./ ::sSjCh'';S2!!S 

/ ,,\\ h.:;s cr·3~ted one of the r.lOS! d\erse p:::c:':ages or 
I- ~~ G2,e:,:,~"ent finance tools to be fc)'.,;~,: anY'w'vhere .r, t!-".:::- ()~n:~y, Th~se i~lstitutions ha~e c'~F:'ed Mas· 
-C;h..;3£'<::; eCoJ"lornlC course by cor~~-;:1; !i";:::-<; ma:ket· 

, .JIII!~;ec~:;2 s!ra~egje.5: credit insurance, sc'cor,cary market· 

... 

ing of r(",'erJue bonds, and incentives lc ;:;~rticular in· 
dustries anj t)articu:ar locations, The stal£, I-=-: ;e~09');zed 
the derr~-,·j3 irn~sed by the shift from Co "c:!::ior-,a! in· 
dustri~: t:" se to one based on new tech;,c.· :::'. and it has 
respcnj~::: ~)' rnov:ng toward new priori!i'?:, 

""/./:::;: ~ ='.,~ ~~0~~ O~l this :sslJe." s.~;d ~'. -' -'.~ \/";-:-:::-:-::.Jr~!. 
"The ~·:;>-;··ec~ industry is doing wel1 tp;;:" :, '::::.:S8"-:'2 pJt 
p,o~rc~:; j .. ;:>;Cice to support it." Under:. "::::ary J~jge 
points 0.,;: :;"'2.1 "the growth of high·tech c :' '",2."lies i:i the 
state "':!3 ~'~c .. · ::5fJj a iot of 8pin-off be71ef;~5 :-:- ~~/ice S8ctor 
and cc-·--',~~-2~C;E: sec~ar econorqics 1 nee':;',: ~ ;,_,;-,;",0 ': ~h9 

growt'· ;:-c..;s:':es, aie thriving," 
Pro''': j~,,;; c s~.'~'ic;ent pool of trained VI:" -:·:s and i~ ~~r· 

ing tha: e::? J.ua~\? space is available fOi e' ~', ::;:()!'l arc a!so 
crilica: ~C' c)nt''I:..:~d economic growth. The' . .-:::33:~I·..:se!ts 
leg;s!e:,,'~ :es~,cnded to these neecis by: :::::;ng a s~";:ls 
traln;ng vo;'am a!ld expanding the S:2' Land 8::n;.:·s 
autho-i~)' to finance redevelopment proiE'~: .:, 

The Bay Stete Skills Corporation (BSSC;, -::·~,lab~:sh~d b 
1981. is c: q...;2S:'jx;t)tic corporation des;G"'''' .:: to srr:-,';!o~e 
job tra;!"':;~;; and employment by cOfT'lbi .... :~; pJb1iC and 
private i"\~8~es:s, commitments, and fund;;-~. Fu~tded wi::1 
$3 m:;'::.~ :~ s:ate monies, to be matched ~.' p<vale cen· 
tribute's 83SC id-?ntifies occupati(;~ls th~' :' :; ;, t-.;g': d'> 
rn2;:d. 5:'::<5 o~t institutions that arc c\.." :'y p:s\:::h,V 
strong 5":::5 t~ai,'ling, and provides g:a~I~~ "·a;d to r:~ 
grams t:-,2:\ ira:;'! psople for the gio\· .. :h 0:, :.,,:;0:,\:3 T~,.) 

traini~g ' ...... : 'c.:':e place at existing scltoc':::: :'·J::eg~·s 2nd 

, trainir,~ CE<8~S a~ound the state, E>,-pec::::'~': are tr:::~ t;',2 

initial fu-.:; Ig will provide training in the ~ :~" ~E'C.I"H10;C'·JY. 

macni:1ist, he:dth care, and cleric;:;!1 fie':: ':;r b';:;\'Y~e.1 

2.000 2'1:l 2,500 people over a tw~yaar p~ "::j, 
Massac~'Jse:t5 is one of the few staies lc :. ~2rate C! land 

bankil"g V89'a:n, Capitalized in 1975 wi:" :!9 rr.i!!:o~ in 
generai cJ':gatio!'l bonds, theGoverni11:s-n; ~ "'-,d Sa:;;.: .... as 

Th ' J' , I ere IS a na(lonv\!<.~:-3 
trend toward more 
eLI fl"'· ... ,tive comn:ol--:(':·n-C;\..I~I., I }-JIV; , 

sive8.nd coordina'~·:;,j 
use o'f developmen't 
incentives. 



• 

· ini!ia!!y sel up to dis;:>ose of s·ypluS iand when five military 
........ bas~5 closed. Recent legis!atio:l a~:ows it to acquire, im­

p'o':e, a'jj dispose o! any fe.je~al, state a.-,jloca! surplus 
• IE: '1 j o~ vacant buildings, or both, in the s:a~e. It has made 

1;;,'18 8'1d buildings avai:d8ie for in·jus:~ia', comrr,ercial, 
r~ '.::.:-.-.j-i..::..-::, 2:'"!d iesi~it~:~:j~d P:~·if;ct.s. The::e p."oiecfs 2(:· 
(:omod?:e nE'w Oi expand:rifj ir'G'Jstr:es by irnproving con­
t;~.Jo;;s p?~cels of IJnd and t1ui1dings 10 create a gocx1 in­
ve~!v~Y of plant or reside:-!~ial sites. The properties are 

• 

• 

.. 

d::.'e!.:-;:,,?j in:o ind'Js!ria: p?~ks or sap3rate',- assembled to 
i7i:.: . ...:~;: S;J2':;~~!C i"182.d. Once rev;t{i~;zed, th==., pr(J;:>e;~;e.S a;e 
so:j or :e8sed to private investors or p'Jblic agen~ies. 
Th,c"Jgh 1830, the Land B:>;"":k's ac!ivi:ies had created 
2,20J jobs and le ..... e~aged nearly S50 million in private in-

.. ; ~. i"1 assacnusetts has beo::n successful in addressing 
! . . ~.jf d the ilis of its economy primarlly because the state 
L. "\:i I.J ie-gislature was willing to face the risks of innova 
tion. "We have always been a very progressive 
i£'is!ature," says RepresentativE: Bassatt. "We have been 
v;i!!ing to take chances." 

• 

• 

• 

• 

EoS~-9:t recently characterized his s:ate as the "Japan 
Of t'-'o3 US_" "\';/e are at the er-.d of the ma~:':el and we ha\'8 
ne; ;.::::vra! resources," he noted. "AI! we have is our \vits 
c"d t:it;: 5:';:11 of our peopie to surv:ve a'ld compete." 

W~;:e '/e:ssachusetts is only one example of ho ...... Pdbtic 
pollcies can ir.fluence the heaith of a state:s economy, it is 
inj;cative of a nationwide trend toward more comprehen­
s:va, we!!-co~rdir.a~ed, and cost-effective development in­
ce:1:ives. Many state lawma~ers ar)d development officials 
h=.ve become increasingly sensit:ve to several key policy 
decisions that a~e necessary to foster economic stability 
a'ld job growth. In addition, they have gained a more 
sop~istica~ed understanding of the role of state govern­
r.,E'n: in the development process. 

• 

• 

• 

* 

• 

f\liassachusetts' finan­
cial incentives have 
concentrated on direct­
ing the "flow of capital to 
compensate for market 
imperfections. 

First, states are now givbg greater cC'_"":side r 2.tion to 
\','h~~e and w~at kind of d2'"eiJi=lm~:-.t shc"Ji.j OG·::ur. By 
target;ng incentives, they are able to e~.(»..;:~;€: ~-":2te in­
vestment in distressed cities and in c€'~:a:;. kinds :::--·d sizes 
of firms. For examp~e, same states hi: ;.) cho.;£,q to en­
(O'JI-:)QD sr-,~2H, h~G~-!:.:(;hn.')L)·JY f;r~n::. v"~j~!~ o~· ;f:rs 'are 
n,o:-e in:t:-:~e.s:ed in larg2 rrl2~Jf3c:t~:i:l;;; :.J-;(>::;~-I;. Th2SS 

po:icy 82cisions dic:a!e the most s'J;~a::.:,-, [:~,d ,,·:f.::c!ive 
CO:I!:)i1atior: of deveiopment incentives. 

SecC':(i, the- degree of ris:': a s!o:e is \.,.:~I;~g !~) <' S3u:-ne in 
i!s dev'e':;;;r:l::t''il p;o~~?;-rs is rising. S'?~c~s 2":;:: ~ :...~<n,~ a 
mo~e a~;ressive role in h';;'iping en~fe;:: ·:;"'·e.;~:::, ~: .. ; neW 
i!1ven!i:;'"1s a·~,d :echno~agy into the rna:::':;"):;c.€:. i-.f tlest­
known p~c~~ra'Tls of this type are the M<:~:::?:L.·'-iS: ':s Tech­
nology Ce .eioprnent Corporation and t~2 C:':··'1~': : ;ut Pro­
dJct Deveiopment Corpo~ation. 

Third, sta~E's are increaSingly "'1::: .... g to US~ pubiic 
mO:1/es, in conjunction with private j:~;"~:';·'l:;;-.:. to en­
courage or operate deveiopment prO:2r.s .... s. Fe ;)'~~"iO'..l5'y 
mentioned Bay Sta t6 Ski!!s Co;poration :: ~:.j t~·s ,,':::: sachu­
setts Capi:al n8S0urce Co:-npa'1l' are e)(a~p!es c/ ~ f;ect,ve 
publicfpriva!e sector coope~ation. 

FOLlih, states are p~ying cioser aite":;o:! to :1-.:; institu­
tional mecr'2.n:srns they use to ac~ :2,:2 2 ~. - ~tict;;ar 

d-:3,,·2<,);J.--:;:3:1! goal. The most commonly ~;s~,c --: :' .::n:sms 
inc1ude: a state administrative c:g::::-<y. ( semi­
auto:"",oonous or q:J3Si-pciblic authority Qf ;:,:~. ;-Jvern­
rne:lts. 

Fin2rlr states are placing a much grE'a:e~ (~"-~ <1SiS 0:1 

the efective coordinatior'l Of devetopme'~! ae:: ;:: -:.:- These 
efforts de~ons!;ate a growing underst3iji')g o! ::-.):t'"I;::iex 
capita; markets and economic needs. 

Almost 200 years ago, EdrYiund Buri\a p0:'-,:':-~: ,~ut that 
"mare paisi:nony is not economy .... Expense. ::-'c 9~eat 
expe,se, may be an essential part of tru8 f': ~:-:o:ny." 

Pub1ic o~ficiais in t\l~assachusetts have acc~;:.'<-: ?!.J~i<e's 

observation. Their long-term apprOach to ~<Ylomic 
de..-eiopi'"lenl and their willingness to t?~e i~t:?:;:;~'it risks 
are yieiding real economic ber-efits for o::e s' ;:e-and 
va!:;abie lessons for other states to CGns;j~r. 

-----------
Kenp::-:h N. l1o/3rd is a former se"',c re~·;;- < 'cr : "a!/st 
..... ith NCSL's Legis!ative lnforma~ion $,~r.'ic.-· s p -: ,;:am 
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SUBJEC'l': Possible Arnrnendments to HB 70: \\1ind Energy Tax Credit 

1. The real legal justification for tax intervention into 
wind energy development might be that it truly is in the' 
"precor.'Jnercial phase" ; other forms of energy in the same 
stage might also be included. Whether or not any are in the 
"precornrnercial phase", I can't say. 

2. The tax credit should be available to companies manufacturing 
goods in Montana that are directly associated with the wind 
facility. On the front end wind equipment (i.e. naceles, towers, 
generators, props, etc.) could certainly provide substantial 
industrial development. Some companies would welcome the 
avoidance of income taxes .•.. to make a wind farm investment 
as a result of the potential tax credits, they would have to 
be substantial manufacturing operations to ever get their money 
back. On the back end, manufacturing facilities securing their 
own energy sources with large investments would receive their 
investment back in the form of tax credits from future manufacturing. 
These companies could be far more sUbstantial large industrial 
manufacturing firms. The latter catagory, in my mind, is the 
real potential for job creation. 

If the investment is made, and no jobs appear on any front , 
then the state is out no money. It will be forgoing what we never 
enjoyed in the first place. 

3. The tax credit should be for an arbitrarily defined "precommercial 
period". Literally all of a wind facility investment should be 
credited, if made in the first years of the precomrnercial period. 
Less should be credited as wind facilities become lower cost. 
This phasing in provision would seem to me to attract immediate 
attention and comrni ttment from large users and equipment, manufactures .. 
and that is what we need ... imme-Hate attention and committment. 

4. Once an investment qualifies for the tax credit, the manufacturer 
should have an indefinite period to recapture the qualified investment 
against corporate incoDE. 




