
MINUTES OF THE MEETING 
TAXATION COMMITTEE 

MONTANA STATE SENATE 

April 7, 1983 

The sixty-first meeting of the Taxation Committee was called 
to order. at 8 a.m. by Chairman Pat M. Goodover in Room 415 
of the Capitol Building. 

. . 

ROLL CALL: All members were present. 

CONSIDERATION OF HOUSE BILL 755: Representative Dan Yardley, 
House District 74, said California has solar and wind energy 
tax credits. They have a lot of development in wind farms. 
The major thought behind this bill is to provide a credit for 
capital expenditures for commerci~l systems that generate 
electricity by means of wind power. It encourages development 
in the area of wind power and won't be an impact on the budget. 
You can take the credit only if you are making a profit. 

PROPONENTS 

John Driscoll, a member of the Montana Public Service 
Commission, ~;ubmitted a written packet (attached as Exhibit A) 
including recommendations of the Montana Public Service 
Commission concerning the marketing of feder~l firm surplus 
energy. Alumax and Stauffer Chemical Company. could use some 
of the power not used (200 megawatts). Stauffer Chemical said 
90% could be interrupted; Alumax said 33% of theirs could be 
interrupted. The 200 megawatts should be made available at a 
lower cost. If that is the way to solve the excess. generation 
capacity problem, it would prevent litigation. There is a 
surplus of power available in the Northwest in the spring and 
summer months, and we. have excellent cold weather wind sites 
in Montana (Table 2.3.6 of Exhibtt A) .. Under this bill, if 
Alumax, Stauffer, or Arco wants the resource and wants it 
wheeled over the lines, they will make sure the manufacturing 
site. is good. This could be gooP for economic development. 

Ed Stearns, representing the city of Livingston, said their 
role is from the jobs development standpoint. Livingston has 
the second largest wind potential in the United States. 
Bendex, Boeing~ General Electric~ and Westinghouse are interested 
ln that area. We have. everything to gain by passing this bill. 
He submitted a copy of a letter from S. Charles Nicholson, M~yor 
of Livingston, dated January 6, 1983, addressed to Governor Ted 
Schwinden, which comments on the. proposed Montana Wind Energy 
Commercial Investment Tax Credit. It is attached as Exhibit.B 
and includes a cost comparison of different fuel types. Wind 
is the least expensive. 
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OPPONENTS 

There were no opponents to the bill. 

Questions from the committee were called for. 

Senator Elliott wondered why we needed this if we have such a 
huge surpl~s of power alreapy on the grid system. Mr. Driscoll 
said actually power is ~equi~ed to be. purchased at cost or less 
than the cost of power from the coal-fired plants. HB 755 
applies to large industry looking fo~ ways to get energy 
without driving up everyone else's bills. They need a_way to 
get the pre-commercial cost down to th~ production cost. _ From 
~ long-run point of view, utility should be acquired from the 
least expensive mix of resources. We should work out a good 
contract with California and bill the excess to them at ~ higher 
rate. The surpl~s we have is stopping conservation measures. 
We can't figure out how to get rid of_ the surplus. 

Senator Towe asked what a megawatt dwind energy could be 
generated for. Mr. Driscoll said he did not h~ve numbers; this 
just sets some general guipelines. 

Senator Towe commented that the federal act requires that there 
be a market available to existing utility companies. 

Mr. Driscoll said projects are from 5-10 megawatts. The initial 
cost is high, but when the cost drops pown to $5 million, it 
is competitive. 

Senator Towe asked Mr. Driscoll if section 2(2) (d) was meant to 
be all wind related and Mr. D~iscoll responded affirmatively. 
.. . 

Representative Yardley said that in the case of manufacturing 
plants, the crepit against tax liability would be on income. 
pecause the plant produces the wind energy g~nerating equipment. 

. -

Senator Towe thought "as set forth in [section 2(1)]" should be 
inserted after "liability" on page 3, line 22, to. cJ..arify what 
tax liability was being referred to. 

- . 
Dan Bucks from the Department of Revenue said they had helped 
draft this bill. It was their impression that a retail business 
would have to engage in expansion or build a new facility to 
take advantage of the credit. He said we are talking. about 
major industrial users here. Senator Towe's suggestion to 
refer to section 2(1) in section 4 (carryover o£ credit) is 
good; that affects timing. 

Senator Towe also mentioned deleting line 19 on page 3 of the 
bill. 

Senator Eck wondered what the possibility was of dealing with 
BPA without going through Mont~na Power Company. Mr. Stearns 
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thought there was a good possibility. We could wheel the energy 
to other places if it's not needed here. There woulq be a 
wheeling tariff associated with this. In 1978, all state 
regulatory commissions were required to establish the "avoided 
cost~' for each jurisdictional utility in order to set a buy-back 
rate for renewable resources. That,_ and tariffs, are determined 
by law and are not open to negotiation. 

Senator Eck stated that Montana Power Company was probably not 
willing to follow those regulations. Mr. Driscoll felt the 
answer. was to tind a market for the surplus. BPA is $till in 
the study phase of wind energy resources~ 

• c 

Representative Yardley suggested the effective date be changed 
to. immediately or to October 1, 1983, rather than December 31, 
1983. It ha$ to be economically. feasible or it won't benefit 
the person seeking tax credit. 

The hearing on HB 755 was closed. 

CONSIDERATION OF HOUSE BILL 841: Representative Jerry Driscoll, 
House pistrict 69, sponsored HB 841. He said he saw about 100 
employee W-2s with gross incomes of $7,000 a year, including 
tip. income. That is about $5,500 in wages and $1,000 to $1,500 
in tips. They are not even in the 5% tax bracket. He questioned 
the accuracy of the fiscal note. Tips are not considered income 
in unemployment or workers' compensation claims. Now, each 
waitress must keep a ticket, and if she can prove she earned 
less, she can claim less income. He felt tip income should be 
exempted from income. tax liability like. tax refunds. 

PROPONENTS 

Frank sullivan, Local 457, AFL-CIO, Butte, submitted written 
testimony, attached a$ Exhibit c. 

Maragret Flanagan, Local 533, Helena, supported HB 841. This 
bill_is needed for the people who work in these estab;lishments 
(Exhibit D) • 

Mark Quick, Local 101, Great Falls, also testified in support 
of the bill. 

Sandy Otten, a waitress at Jorgensons in Helena, said the IRS 
says_ they make 15% in tips. She provided an example: The 
other day, she $aid, they made $222.50 in tickets tor two 
luncheons. The total tip left was $4.50--a 2% tip! Funk and 
Wagnall's dictionary defines tip as a gift given in money. The 
waitre$ses are being taxed on gifts, and that is unfair. 

Bob Durkee, representing the Montana Tavern Association, 
supported the pill. 
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Phil Strope, representing the Montana Innkeepers Association, 
also supported HB 841. 

OPPONENTS 

There were no opponents to HB 841. 

TECHNICAL INFORMATION 

Dan Bucks from the Department of Revenue submitted amendments, 
attached as Exhibit E~ dealing with the effective and termina­
tion dates of the bill. The third reading copy of the bill has 
a termination date which is the date the president signs ~_ 
bill terminating the employee allocation for tax purposes. 
The amendments provided by Mr. B~cks provide that if the federal 
law is terminated, say, in June 1984, then the termination 
date of HB 841 is January 1, 1984. 

Senator Gage, an accountant, said the tax consequence of this 
bill is ~inimal. On income tax returns he has done, tips are 
seldom reported. 

Representative Driscoll gave the example of a business that has 
an annual gross income ot $50,000 and has 10 employees. So, 
$5,000 (S50,000 ~ 10) is allocated to each. employee, and 8% of 
$5,000 is $400. 

Senator Elliott asked if tip income was reported in a separate 
place on the W-2 form, ~nd Representative priscoll responded 
that it was. 

Senator Turnage wondered if the tip tax was limited to waitresses. 
The committee referred to IRC § 3402(k) for a definition of tips. 

Senator Mazurek asked Sandy Otten if she kept a record of her 
tips and how it compared with the 8% of the gross receipts. 
Ms. Otten said she made 8% in tips sometimes, but made much 
less than that at other times. 

Senator Goodover thought some places required tips to be pooled. 
Frank Sullivan indicated that sometimes. the tips. are split with 
the cooks~ It depends on the establishment, what shift~, and 
what days are being worked. There is no way to determine whether 
they are making 8%. or 15% . 

.. 

Senator Norman said it was his understanding that Congress had 
passed this law but had promulgated no rule~ in conjunction with 
it. Dan Bucks said he had a 90PY of an IRS memorandum issued 
by the local district office. They have provided that memo 
to tax practitioners and others in the industry. 

Senator Goodover asked Phil Strope how many innkeepers included 
meals as part of a waitress's employment. Mr. Strope indi9ated 
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it was pretty standard that meals are included. That practice 
applies_mainly to large food anq beverage establishments. 

- -
Representative 
as McDonald's, 
1983, would be 

. -
Driscoll stated that fast food restaurants, such 
were not included in this. He hoped January 1, 
the effective date of this act. 

Senator Turnage asked Cort Harrington, the committee's staff 
attorney, to look up the definition of tips and draw up amend­
ments telling. what tips were being spoken of. 

CONSIDERATION AND DISPOSITION OF HOUSE BILL 780: Senator 
Elliott submitted amendments to_ the committee (copy attached as 
E~hibit F) and explained them to the members. He noted that 
there will be no r~funds any more, just incentive payments 
(amendment No. 19, Exhibit F). 

--
Senator Elliott moved that the amendments (Exhibit F) be adopted. 
The motion. was seconded. 

Senator Norman moved that "and requests for refunds from 
gasohol dealers for the use of gasoline to produce gasohol" at 
the en~ of subsection (d) at the bottom of page 2 and top. of 
page 3 of_ Exhibit F be stricken and that on page 4 of the 
am~ndments, following "denaturing alcohol to",. the word "be" 
be inserted. rhe motion was seconded an~ passed unanimously. 

A vote was then taken on Senator Elliott's motion that the 
amendments, as amended, be adopted.. The motion passed unani­
mously. 

Cort Harrington noted that it would all be taxed at the same 
rate and th~ alcohol will get the incentive . 

. 

Senator Elliott moved that HB 780 BE CONCURRED IN AS AMENDED. 
The motiopwas seconded. 

Senator McCallum asked about the federal tax on alcohol. 
Mr. Nichols said that since April. 1, 19.83, all gasohol. is taxed 
at 4 cents a gallon instead of 9. cents a gallon. 

A vote was taken on Senator Elliott's motion, and it passed 
unanimously. Senator Elliott will carry HB 780 on the floor 
of the Senate. 

The meeting adjourned at 10 a.m. 
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Mr. Daniel J. Evans, Chairman 
Pacific Northwest Electric Power Planning 

and Conservation Council 
Central Office, United Carriage House 
700 S\'i '1'aylor 
Portland, Oregon, 97204 

Dear Chairman Evans; 

On November 29, 1982, the Bonneville Power l\drninist.rC'ltion 
issued a request for recommendations concerning t:hc marketing 
of federal firm surplus energy. AttC'lchec1 is a copy of t.he 
responding recommendations of the }1ontanC1. Public Se)~vice 
Commission. 

'1'h0 concerns of the Nontana Commi~~sion are evident fro:n t.be 
att.ached comments, and are, essentially I that va luablc and 
costly energy resources are beinsr exported from t:he region at 
prices less than that \vhich \'lould resul t from a sounel lon9-
range policy. 

In examining the delicate question of sales of regional ener~n7 
supplies, it has become obvious to t.he Conunission that it. is an 
area which will require a cooperative regional approach. Par 
t.hat. purpose \·;e have attached the Hontcma Com!niss:i.on cor:lments 
Ltl hOV,:<-;U1('Y ·,.riLl b2 cons.L(·!., .. ~c.::~d by Lhe: Couilcil in i t~.; t:.~ i- for t-.~ 
in developiIlg a Regional Long-Range Energy plan. 

'1\.1S : imb 

Enclosnre' 

Very truly yours, 

'l'homas J. Schneider I 
Chairman 

Consumer Cornpl.'11n:s ('lOS) 449-3-,55 
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Mr. Pete Johnson, Administrator 
Bon!12ville PO"l.'ler Adminstriltion 
P • O. Do :~ 12 9 9 9 
Portland, Oregon 97212 

Dear Sir: 

• "!";-'j . , 

This letter is in response t:o BPA' s November 29, 1982, 
request_ for recommendations concerning the marketing of firm 
surplus energy from the northvlest. 

The 1'·10ntana Public Service Cora~n:Lssion clpplauds the 
efforts of the Oregon PUC for t.he analysis and recommmenc1ations 
on this subject. The Oregon PUC and Governor Atiyeh have playecl 
a vital role in generating and focusing regional discussion of 
this critical marketing issue. We trust this SPA solicitation of 
recommenc1ations is a very posi t.ive move tm'lard Cl 1-egional res-­
olution of the issue. 

The basic principle for operating the regional power supply 
system must be to benefit the regional rat.epayers. Given thitt: 
premise, it should be obvious that firm off-region sales must 
reflect marginal cost principles. Furthermore, given Die sche­
duled thermal plants contained in Table I of the EPA not icc 
(Valmy #2, HNP #2, Colstrip 4~3 and #4, v1NP #3, and \vNP 4f1) \.;hich 
give rise to this surplus, it is ludicrous to ignore I~ng Run 
Incremental Cost principles in pricing firm off-region sales. rro 
T"1,:t~:(: fin~ off--r0.qion ~::a.l(,!3 ~lt. P]~i;;0S t:h,:d: do not: rcfl~ct. c:it.h(~r 

all <lfJP::::oprictLe LiGC calcul<.lLi.oJ1 0J: the iixcd pJU[, vdl:ial.)ll! (;(.):::.;l: 
(revenue requirement) of the most expensive regional povler sup--
plies is to assure that regional ratepayers or individual utility 
ratepayers subsic1ize off-region sales. The legitinrnte and cost 
bas~d signal of off-region purchasers of firm surplus must be 
llrla:-:~~iguous--·they are purchCtsins- t.he reg ions marginal surplus not 
hydro electric power. 

'fhe Nontan<l PSC r:ccognize~; that sllch a regional ffiCtrketin9 
~;trategyvlill require collective: action and consent of: the indi-
vic:lic!l lltilit.ic~; Clnd H~}.:'\. HOi,':(":~r, to j9norc the opport.unity and 
t:1(' :1c'cossity tel act. ~t~; ct i~cgio:! 5.n H1clrKctlJ)<] thc' finn. ~;ur~!")lus 
is t.O ~crpetu~Lt.0 the price cutti~3 short-run cost recovery Den­
tell i ty \'lhich SCl'\"C5 the reg.i on 8:) poorly. A re~l ione!] slwr i ng O}~-

Corl::-I~~n~:r Conl~.·:~ r,~3 (4!06) !".9-:~6·'? 
"M~ FOUl,t U.~ PLOyr.; [~;'I CPf>Orlll i ~,~:'l' AfTIf\;;~j\ 11\,E AC T lor~ U,1 f)LOYErr' 

.... .:. . 
!":.=5 _ ..... 



Pc te . Jorln~;on 
1/10/33 
P'::1S2 2 

•• 't ..•• 

!':..~ 

". .1. .... 

, .. ,' 

paoli .. : .... '] of: th2 b;:;~nefits of t.his coll,:,,,::t:.L';-,:~ <.<;tion, COt!ld lJe lTli'H1e 

in prop·:.,) L tion to the firm s\.!cpll.ls 0 f th8 in:1iv ic1~l;::!,l lXlrticij).::t'ri ts 
or i~ S~}n1e other cquitabL:.~ lHzwn8'C. 'rhis l'(~SJiOllal rnarketin; 

L. • • • • 1"" " 1 c·;)nc:~~pt.:. ci.r)pE~ar~ clh .. lrely cC.'1sj .. S( .. E':'lt \n.Lh t:n:.:; l:'~~~; tonc,l. HCC ,·:[:)c! 
focuses on collective actions to oLt~in supply £c'r th~; :r:egi::;n. 

The attached COITh"Ttcnts and 1~8commendations of the Honti'.!na PSC 
dE'vE~loF th<.~S8 ideas more fully. '..l'DC ;'~ont:all,:i PSC is prcp(n~8J to 
meet \.;1 th BPA, other std.-te commissions and the Nort.hv.,Je~; t-.. PO':ler 
Planning Council to pursue these critical issues. 

SincerelYt '. 

'fJS/jrno 

Attachment 

.- , 
'. ~ .... 
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Th~ Hon tana PSC is deeply concerned tlut a short-or-un l~'i!.r-

strategy \·muld significantly undecstatethe real costs· to the 

parties inclined to the short-run cost: (1) consider the present 

and near term thermal facilities as "sunk or unavoidable" co£;ts 

\vhich must be recovered from regional ratepayers rand (2) any 

price above variable ·costs is a benefit_ by making a "contri-

hution" against these fixed costs. The Nontana PSC urges that 

such assumptions are dangerous and \'le believe incorrect. 

If firm surplus exists in the magnit.uc1es which BPA has 

dctcrQined, then substantial excess capacity exists. State 

regulat.o~.s. and intervenors \"ill surely bc~ sensi ti ve 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 MDD rate case involving a new coal plant and excluded 

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 

reg ell remon t of t.llc most cxpC'ns i vc. resources avoS c1s this bit t.Cl:" 

is~;'Y~ in an ec:ono:nically ration.::!l mnnncr to the bC'!1Ofit of the 

'-'.-:-' 

., 

, , 
,- ~ 



L:UC Rj\,l':r.O~·Jt\LE 

Each s ta te regula tory COnITll ss lC}rt (PUC) \'las rcqu:i.l::ec1 by S2C. 

210 of the Public Utility Re9ul~tory Policy Act of 1978 (PU~PA) 

to e~;tablish the "avoided cost" for each jur . .isdlction.:d. utility 

in order to set a buy-back rate for renewable energy resources. 

avoided cost" upon the basis of the LUIe of conventional coal 

fixed facilities. The costs of Colstrip #3 and #4 were uied as a 

conservative proxy for LRIC for both Pacific Power and Light una 

the }lOll tuna PO\'ler Company. 

The Hont.ana PSC respectfully submits tha·t t.he use of Colstrip 

*3 and ff4 costs has a logical regional application and 8igni-

ficance. Five major lOU's (PP&L, MPC, PgSP&L, WWP, and PGE) 

participa.te in these units. Furt.hermore, t.hese rcsou:t:ccs arc 

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

plan, and BPA has a major transmission connuitment associated \·d.t:h 

the Colstrip Units. We have attached for your convenience the 

summary sheet. establishing the full Clvo.i.(k~d cost~; or l,lUC. ~lhe 

the Montana PSC. 

'1'0 the ext.ent the use of LRIC is considered "too theol:---

clical, specula ti ve or unreal," the Hont:.2tlla PSC SUbiTi.. t.:s that 

given the early completion dates for the Table I thermal plants 

they will constitute r~al costs and real r~vcnuc requirements 

Vl'.!.·~· ~;oon! 

I. rcasonhbly simi lell" pric} llCJ s tra t(~0Y \WU 1 cl re ly upon t.he 

~;al(~ of specific thermal planl(~;) OlltPlll.(~.;) at. C1 level n(!CeSsclry 

. ~ '.' 

' .. 
-, .' . 
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this of [-regio:;) J1'lzld:etin'3 str~tt,egy 'olould bc.~ unambiguous and fully 

cost jus ti fied.. A ~;hCl.rin0 or po:') 1 i:-lg of ben.::: fit3 \-,1 thin th<,;: - ~ . - ~ 

r\;!~iO;l could be in proportion to th:.! fina :::~l;r:plu::; (rLCfn reS::':Jl~t;'::~S 

less firm load) of the individual utilities. 

IS LRIC PUNITIVE OR PROVINCIAL 

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

regions 1.HIC (or in the al t.crnative the f:i xed plus va}~iablc cost. 

of existing thermal plants) cannot be considered punitive in any 

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

principle is the basis for the PUHPA avoided COBts 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 Montana PSC strongly urges SPA ~nd the Northwest Power 

Planning Council to adopt this consistent philosophy in t:heil~ 

resource acquisi tion plans. Conservation and rCl1C!\·wblc resources 

' .. 

. - .~.:;. ".: ,-, .-

;::~!st be.: Clcquirccl elL "full avoid,::·':: cost" if the )'-C9·1011Zll priorit.:i.cs 

of co;'":scrvation clnc1 renc\-]dblcs arc to dC'\!clop. In rCcllity such 
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region sales at LRIC \"ith the sales revenl1(~ and the job dc~ve1op-

lS or 

resources discussed above. 

". 



GENERAL ASSm-1PTIONS 

1. Hon-tana Power Company probably has excess 'generation capaci t.y 
right now. 'I'his is subject to verification by the PSC in Februar.:y 
hearings. 

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. O:.?or Points No. 1." and No. 
2 I dra\., your attention to the press clipping on HDU I S encounter wi th 
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 \vould 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 PERC regulations regarding 
the intertie, a modified plan will probably result in cheap hydro pmver 
(available April through July .. Gand getting more scarce in August­
September) being plentiful for industrial use in the Northwest, including 
}lontana. 

4. Note that this probable abundance of spring and summer hydro \...rill be 
in audition 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 from 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 £.1ontana has the best cold weather wind 
sites in the Northwest. Two 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 data for the site, nmv 
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 @illion initially. 

7. United T0cllnologies 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 wi-thstand the 
test of time) should be compatible in time \'lith the cheap spring 
BPA/N~v hydro. A lVledicine Bow paper ind.icates that 1 HI'V of cold 
weather \vind will 11 firm up" 2.8 NH of peaking hydro. 

and 

9. Large industrial customers (Alumax, for example) 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. Alumax, as an example, currently has a contract for energy 
at nearly 30 mills (3¢) in Umat-ella Oregon. If the pr-ice of 
EPA energy to DSIs rises much more, the company will have 1.-:'0 

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 \17ill go to 1.6¢ on average when t.he commission's 
rate design order passes its current court test. Alumax is reluctant 
to enter montana because its o\'1n impact on our small system will 
drive rates to over 6¢ soon by their calculations. 

12. The fundamental problem is: How to get ne\,.] large 10ads \vi thout 
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 ']'HAT \HND FARM we may be solving the problem. 
This would mean that wind manufacturing companies on the front end 
would have a market created to justify production of t.heir prouuct, 
and could investmoney in that market kno\-1ing t.hat 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 investment 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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Department of Energy 
Bonneville Pcwer Admini:>tration 
P.O. Box 3621 
Portbnd, Oregon 97208 

In .eply refer to: PRI' A 

John Driscoll 
t-lontana PUC 
Capital P.O. 
Helena, rvrr 59601 

~ John: 

JAN 1 7'j933 

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

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

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

Longer data records and improved recovery rates are required before 

inferences can be dra\V'I1. 

Enclosure 

Sincerely, 

#4'u//y &~2--
Michael J. Berger, Chief 
Assessment Section PRI'A 
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HA~."JL TON STAN DARD iNTS·4 
4 MEGAVJATT \NlND TUHBIl'lE SPECIFICATiONS 

Ro~o( 

Number of blades .......................... 2 
Di"'rneter ............................ 256fc~et 
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 

For ~,-,rther informa';ljo 
Vice President - Marketing 

OrienbHon Drive 
Type ............................... free yaw -

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

System Design Life 
All components ...................... 30 years 
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l'h world's !l10~t powerful winJ ttl,·· ... ~':5:~ 
'-. - Tt'aC Y ' to he";11 g'c~necatino' ekc- :J 1..!t-
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icity. " .. ";" .. ",,.. .'. ':. ~ l 

:,t;- ~ding over 250 ft'd tall, the four- . '::'}""o.:-:~·~l·. 
·e..:,tt turbine will pwduce,.p:ij~';;;;:~~~,., 
J~!' nower to meet the needs of .. .~;",.\.;.:t:;::',::> .·.~f',) 
.)i~;mes a war -- a job that now _ .;/;j::"": •••. h~; 

:(1~l res 20.000' barrel:; of oil. ~.~.:.,- ~~:~;, 
d~fedt:l'al Dt'Inrtlllent of the-fn- r,>~ 

odor';; Bureall of Hl'dumation C(Ifi- L·:~·t 
·~H.; ~l f0f C'nnstn:~ LklU of the turbine WC'i, 
1 f~ruary H1St). \\'ork 'vas COn1- 1":;1::1 
!~~te? in July 1982, and the turbine is L .. ~ ... :.:.~ 
~nt uled to be connected to the J~.i;' 
~~i~ l'S power grid during the fall of t,n::~~ 

i}~ project is designed to test the i,:;:) 
m4 pt of blending ,vind energy with Jjt 
,:d"'electric power systems. S~;~; 
tJpon completion of the testing of 01;;: 
I is} .)ncept and the first machines, as 'tr: 
lruL as 50 wind turbines may be .,:';1"; 

uiltnear Medicine Bow, Wy. ,tM 
F.lt>t lilton Standard's wind turbinetr] 
ml..ts of two 125--foot, IS-ton . ,~:~~. 
berglass blades mOllnted on a . §~.~~,;.:.',:_.' 
a.c\,l1,e which hOllses the system's . ~c:,-
en~ ator and computer control equip- . '0":' 

le~ The nacelle, in turn, is~:'\ 

~"" ·1~~>:·- " 
Bv{ irtue of be- 'U~ .. 
~~~~;;e~t;~n~e ~;DICINE B~5~'f~~ ~ 

~l£~~~f:me I· T .. ·I~, ! <~\: ~ 
. ~ off t··· ... ,.".~ .-""". ~ .:, ...... -~+ •.• -.,.~ . -..:.7 

'-t'(~~ure ame as :~~~~';A~';;;'~';'::':;'k~ !'1""" .... , " ,,:.""::;'~HK . \\.:'fi:~x, '-..T~. 

wind, begin spinning. This rotation 
turns a sh:),ft in the n acd~e, ~~nrJ that­
motion is con\'er~[:'d to electricity by ~ 
generator. 'Ihe fower is sent over cor 
ventional tr:.w:or!l i;;si,"lD Ii.:.:::s.· 
The }'r.achIne is funy automatic and 

self-re~uktiflg. A cnr::puler system in 
the nact:lle puts thf.:' machine into 
operation when the ,vind 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 ,veathervane in 

that it eRn "yaw," or turn freely, as t 
wind direction changes. 

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

\Vork on wind energy systems bega 
at Hamilton Standard in the early 
1970's, when it became apparent th~ 
the United States would have to 
become less dependent on foreign oil 
In designing the Medicine Bow WiIl 

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

~ L. ~ t Pc.!ft ~ -~~;J .. --;' ~~~;1J ~:'":J ~~;;'-i.~:~1Aa;,;~::,,,;~ ·~;~:.~~...c';;'~._~~ .. :-.~:r-z.:~ 
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J~ s tT10S po,,, .~r- '" ",,-,. ' •. _. ~'-'\--, 

~.~~\.i~~~~.~llfi~~~~ade··the '=~:~;e~ja v'if hoi s t-~ a rn i ~ i t» fl S ~a rn (i <a rd ''1 
ite-"; Owen \Vister's classic novel, 
-:rhc Virginian." This story of the 
I flll ieall \Vest, written in 1885, in­
JirU tL.c popular television series of 
Ie T960s. 
T .t·,crf·nd has it that the town was 
.mi d :\fedicine Bow because Indians 
,h'~JI1ce came into the area to cut 
.I!od for their hows said the trip was 
:.' I i medicine:' 
1I!~\f' late 1800's,the Union Pacific 
~'1i\.' came through town. 
In, ~S, a young inventor named 
·h.i.Jas Edison took the train to 
kcTIc.'ine Bow to get a look at an 
.·!i·"e of the sun. The area pro\'ided 
:,c) ~'rfect vantage point, becallse' tl}l' 
i'~k('pt away any smoke, fog or 

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 datcs back 

to 1919, with the founding of the 
Standard Steel Propeller Compan>' in 
Pittsburgh, Fa. That company built the 
propeller for the "Spirit of St. Louis." 

The naInc of Hamilton Standard's 
parent ('orporation is United 
Technologies (eTC). Headquartered 
in Hartford. Ct .. l;nited Technologies 
is a l!'arlilli! Fortlin;' :j00 company. It<; 
v<triml'> di\'i~ifln, mallufacture ploduds 

in \Vindsor Locks, Ct., employs 
13,000 of the 180,000 pE'ople \'v'orkin 
around the world for United 
Technologies. 

For its first 30 years, Hamilton Stal 
dard made only one product -- pro­
pellers. Now, it also designs and pro 
duces sophisticated control systems f 
virtuallv even' aircraft in sen'ice to­
day. It <also n;akes products for 
automoth'e and industrial markets a 
the nation's space program. 
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! ~ nited Technologies 
lilt'r>n Standard division 
I t" -':line in Medicine 
, \.....t., bears as little 
rn"6fance to wind 
l1i~ as of yesteryea.r as 
y'''t",747 jetliner does to 
-Ies Lindbergh's "Spirit 
t. i ouis." 
He:!-building an old 
lored windmill to pump 
~ 't.1 produce a small 
unt of electricity for a 

Vi, lS a relatively simple 
, ~cting a technologi­
complex, utility-size 
E{,ler~y sy~tem is a 
r ~ngtneenng ac-

pjir-hment. 

.. 

.. 

The I5-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 H,'lath-ely low cost, its durability, 
and its rC'sistance to corrosion. The 
blades \\'Cfe made at IIamiltoil 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 Wing, Minn. It was 
formed by scam-welding steel plates in 
a 12-sicled tubular arrangement. The 
tower sits in a solid concrete founda­
tion 70 feet deep and 19 feet wide. In 
December H)S 1, the towt.'r \vas lifted 
into place with a crane under the 
supervision of Stearns Roger, of 
Denver, Co., the firm ill charge of all 
site and construction work. 
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Nacelle and blades on test stand 

The two blades were driven from 
Connecticut to '''yoming 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 T~\"kes Bros. 
StE'amship Co. ~f 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 }'ledicine 
Bo\\', 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 nacdle 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 OIl lop of the tower, 
workers bolted them into place. 
N"incty-six bolts, cach eight inches 
long, were used for this job . 
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by JAMES R. UDALL 

TWO GIANT WIND TURBINES were dedi­
cated in Medicine Bow, Wyo., on Sept. 4, 
1982 - the centennial of central station 
electric power. The machines, a 2.5 MW 
Boeing Mod-2, and a Hamilton Standard 
W.T.S.- 4, which at 4 MW is the world's 
most powerful wind machine, were funded 
as part of a Bureau of Reclamation dem­
onstration project. Together the two will 
provide enough electricity to power 3,000 
homes. 

How did the Bureau of Reclamation, bet­
ter known for dams than windmills, get into 
the wind business? 

In 1976, after the first oil crisis, the bu­
reau began a search for methods to enhance 
the power generation from its existing facili­
ties. After finding inspiration in a Swedish 
experiment, two BuRec engineers, ironically 
named Stan Hightower and Abner Watts, 
proposed a simple - and elegant - plan. 

If the bureau meshed megawatt-sized 
wind machines into its existing hydro-power 
grid it could remedy, in one stroke, the 
characteristic defects of each of the two en­
ergy sources. On the one hand, the engineers 
reasoned, integrating wind into an electrical 
system is difficult because some provision 
must first be made for its sporadic nature. 
As for hydro plants, they rarely have enough 
water - particularly in the West - to run 
continuously at full capacity. 

By blending wind and water the bureau 
could conserve water while the wind was 
blowing, and during calm spells, hydro 
power could firm up the intermittent wind­
generated electricity. 

Congress bought the concept, appropri­
ated the funds, and now, six years later, the 
Bureau of Reclamation owns two state-<>f­
the-art wind turbines. 

The turbines are enormous - more than 
300 feet high - and enormously sophisti-

Udall is a free-lance writer based in Denver, 
Colo. 

cated. Both turbines are monitored by com­
puters; for instance, if ice forms on the pro­
peller a sensor triggers an alarm which auto­
matically halts the blade. Some part of this 
sophistication was supplied by another fed­
eral agency which might also seem mis­
placed in the wind project, the National 
Aeronautics and Space Administration 
(NASA). 

Representing NASA at the dedication was 
Vernon Weyers, who three years ago was 
tranferred from launch vehicles to wind ma­
chines. Weyers recalls that after telling his 
children the news" they said, "Dad, you've 
become the first man to go from the Space 
Age to the Stone Age in one day." 

"But the basic principles of aerodynam-

ics, systems integration and structural 
ysis are the same," said Weyers. "We 
transferred the technology." 

Since the bureau eventually hopes 
contracts for a IOO-MW windfarm in 
ming, the competition between Boeing, 
Hamilton Standard, a subsidiary of U( 
Technologies, has been fierce. "This is 
first time we have had two different 
competing side ~)y side," said BuRec 
neer Watts. 

The outcome of that contest will 
the chief design consideration in lar~~ 
small wind machines - reliability. A 
chine that runs half the hours in a 10-; 
period will have had the equivalent use 
car that was driven two million 

The Bureau of Reclamation's Medicine Bow, Wyo .• wind project is strategically located in a 
wind area close to major transmission lines and hydroelectric and coal-fired plants. 
efficient integration of wind power into the grid. 

;' 
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" . Powerline ~, " 
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"These are fatigue machines," said George 
- 'alker of Ham Standard. "To assess them 
~ need a lot of operator time in an utility 
environment. You have to cycle the blades, 
develop the stresses and see how the ma-

ine holds up." 
.. The challenge of windmill design is that 
the turbines have to be machined to exact­
;n~ tolerances, but they also have to be able 
; rotate untended in hail, rain, snow and 
_h winds. If something goes wrong, a wind 
turbine can self destruct in a hurry. 

Notwithstanding such problems, a num­
t.r of companies (in addition to Ham Stan­
dard and Boeing), including Bendix, Wes­
tinghouse and General Electric hope to mar-

t the first 'economic' multi-megawatt 
iwld turbine. 

In theory, large machines have an econ­
f'"1y of scale that smaller turbines cannot 

ltch, but there are those who feel the large 
Mnpanies are on the wrong path. "I think 
these giant machines will be dinosaurs," 
: . d Jay Carter Jr. of Carter Wind Systems. 
',.or these aerospace companies bigger is 
!)f" '. but the machines are not yet cost­
e~ .,.,ve and government subsidies won't be 

"e forever." 
~arter's own 25-kW machines are back­
ordered 21J2 years, and his design is so re­
~n'!cted by' Hamilton Standard that it has 
I ught an interest in the smaller company .. 

The large wind turbines at 
Medicine Bow are the 2.5-
MW Boeing Mod-2. right. 
and 4-MW Hamilton Stan­
dard W.T.S.-4. The latter 
has produced up to 4.8 MW 
of sustained power and will 
generate enough eleCTriciTy 
to meet the needs of more 
than 1.500 homes a year. 
according to the Bureau of 
Reclamation. The bureau 
estimates large-scale wind 
turbines operating at poten­
tial western siles could add 
5.000 MW to tIle nation's 
gellerating capacity. pro­
ducillg 15 billion kWh a 
year. 

1&) 
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and plans to monitor a 2S-kW Carter in 
Medicine Bow. Though it would take 160 
Carter's machines to match the output of 
one Ham Standard turbine - and Carter 
can only make four a week - if Ham Stan­
dard or Boeing cannot build and sell enough 
machines to gain the benefits of mass pro­
duction, large turbines may never grab a 
significant market share. 

As Bob Bussolari of Ham Standard put it 
when asked the price of his' firm's turbine, 
"You don't want to know the price of the 
first Model-T, the one you want to buy is the 
1,000th." 

"But if Ham Standard doesn't sell the 
10th unit," said Don Hardy of Pan Aero 
Corp., a Denver-based windfarm developer, 
"They'll never sell the 1,000th. These large 
companies have to price that first unit into 
the marketplace and that requires a com­
mitment to manufacture it at an initial loss." 

Currently both large and small wind tur­
bine companies are relying on third-party, 
venture capital firms such as Pan Aero to 
keep the industry solvent. But third-party 
developers are having their problems as 
well. High interest rates, the oil glut, and 
legal challenges to the Public Utility Regu­
latory Policies Act (PURPA), which guaran­
tees small energy producers a fair price and 
a market for their electricity, are slowing 
emergence of the industry. 

The dedication ceremony was a low key 
affair. A girl on horseback delivered a letter 
from Secretary of the Interior James Walt 
saying he approved. Daisy Mae Epperson, 
of Rock River, Wyo. was awarded a medal 
for her 1948 letter in which she had told her 
congressman that the nation ought to build 
some machines to harness Wyoming's wind. 
Thirty-four years late, her wish was being 
granted. 

Leaving the dedication I drove west past 
hulking dragline shovels, laid-off servants of 
Old King Coal, the nation's most abundant 
fossil fue\. In Rawlins, Wyo., the morning 
paper reported auto sales down to the lowest 
level since 1962, when the United States 
was using roughly half the electricity used 
today. 

Past Rawlins, 100 miles from the two tur­
bines, the wind was still sweeping strongly 
from the west, antelope grazed, and the hori­
zon was empty. How many wind turbines, I 
wondered, might be economically placed on 
America's great plains? And I recalled what 
Jay Carter Jr. had said: 

"Wind will be stronger in 20 years than it 
is now. Stronger in 50 than in 20. There's 
five to 10 percent of the nation's energy 
blowing around free out there. And though 
the utilities right now have a wait-and-see 
attitude, they'll soon be scrambling all over 
themselves to get every part of it." ~ 
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FROM THE OFFICE 01" 414 East Callender 
IJviDgston, Montana 5IN7 

MAYOR 

January 6, 1983 

The Honorable Ted Schwinden 
Governor, State of Montana 
Montana State Capitol 
Helena, MT 59620 

Dear Governor Schwinden: 

Per your request of December 7, 1982 in which you reference the Department of 
Revenue Memorandum, dated November 30, 1982 regarding the proposed Montana 
Wind Energy Comnercial Investment Tax Credit, and requested our corrments re:.... 
garding the above referenced memorandum, we should be pleased to take this 
opportunity to comment on such and appreciate the opportunity to do.so. 

BACKGROllND 

To begin with, the rationale behind this proposal is based on the following 
premise: that by harnessing the identified wind energy resource in Montana 
(second only to Texas) we can accomplish two goals simultaneously. 

1. Through in-state placement of electrical generating 
facilities we can create job opportunities with 
operation and maintenance of these same facilities, 
and also create jobs associated with assembly and 
manufacturing of equipment placed in these facilities. 

2. Through establishment of in-place electrical generating 
facilities in the state of Montana we can assure other 
industry, dependent on electrical energy, of plentiful 
and varied electrical energy sources not dependent on 
regional, and therefore, outside control, and make 
Montana a more attractive envirorrnent for industrial 
development. 

We can accomplish these two twin goals by encouragement in the early years of 
wind energy development by making Montana as attractive a site for construction 
of these generating facilities as possible (i.e., tax credits). 

Through SuccessfUl encouragement and placement of generating facilities in 
Montana, we can resul tingly attract assembly and manufacturing of associated 
equipment here through a formula of Iscale of economy'. The concentration 
of machinery that is required for placement of wind electrical energy gener­
ating facilities will demand that manufacturers place their factories as 
close as possible to their markets to minimize transportation costs, as well 
as to provide responsive warranty repair stations. This relationship between 
gener~ting facilities and manufacturing operations is especially true when 
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you consider that wind energy is an infart industry ard therefore mass 
manufacturing capabilities have not been established by the factories 
producing these goods. '!he establishment of long-term markets will, 
therefore, dictate where manufacturing factories will be established; as 
the market expands into a more national and international picture, these 
manufacturing sites will remain and expand to meet that market. We 
submit that Monta.'1.a is the logical area for establishment of these manu­
facturing operations. 

RESPONSE TO REVENUE DEPARTMENT ASSESSMENT 

To specifically address the Department of Revenue memorandum regarding 
proposed legislation granting certain tax credits to stimulate the above 
economic development scenario, we should like to go on record ffild address 
the following points in the order in which they appear in the memorandum. 

The California law cited by the Dept. of Revenue does not, in fact, make 
specific mention of whether the up-grading of existing utility equipment 
would qualify for the tax credi t. The included equipmerlt does irclude 
collection and transmission equipment, and the lines between wind energy 
facilities and existing utility lines. It appears that if such up-grading 
were reasonably necessary to the operation of a wind energy facility in 
California, the cost of such up-grading would qualify for the California 
credit. 

The need for the inclusion of such up-grading is importa'1.t. Many proposed 
wind farm developments are some distance from a trar.smissio~ line with 
sufficient capability to handle the power to be generated. Rather than 
installing new collecting lines, it may be more appropriate, in some 
si tuations, to modify existing lines of lower capacity. For example, new 
lines, insulators and extra arms may be installed on existing power poles. 
Similarly, existing electrical substations may require modifications to 
handle the increased level of generation. 

The California Franchise Tax Board, cited by the Dept. of Revenue in regards 
to possible expiration of the California law, is the revenue collection arm 
of the state government and has no particular expertise in assessing the 
likelihood of the passage of pending legislation. Other state agencies, 
particularly the California Energy Conmission, can be found which will 
speak for the position that the proposed California state tax credit ex­
tension bill does, indeed, have a good chance of passage. Althcugh it is 
true that very poor fiscal conditions confront the state of California, the 
real cost of the tax credit is open to question. Furthermore, there is a 
popular conception in California that the recent extraordinary increases in 
electric'al rates are related to the cost of foreign oil and thus, that 
lessening dependence upon such fuel sources will abate the seemingly needless 
utility rate increases. Therefore, there are many California state legis­
lators who are ffilXious to convey to the voters their support of alternative 
energy techniques. Further, to qualify in California at this time for the 
credit, regardless of renewal of the tax law, all a developer need do is 
begin construction, (Le., roads) before the end of 1983 and have the ability 
to generate before 1985 to take full advantage of the law. 
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The Dept. of Revenue memorandum cites a list of existing incertives and 
subsidies currently available in Montana which seemingly meet the 11eed 
to create a proper business climate in Montana for energy developmert. 
Import~~tlY-however, the Dept. of Revenue correctly differentiates be­
tween manufacturing operatior~ and actual electrical gereratio~ facilities 
when they suggest "Nearly all of the incertives listed above are likely 
to be available for a plant that would manufacture wind energy components ... 
The effectiveness of Montana's tax incentives is somewhat different, 
however, for wind generation .... If the investment in wind farms is organized 
through limited partnerships with more than ten (10) partners, the only 
incentive of those listed above that is likely to be releva~t is the 
favorable treatment of net operating losses". 

Montana's treatment of net operating losses may be less, attrar:tive than it 
might first appear. Generally, a reduction in state income tax liability 
will result in an increase in federal income tax liability. This is 
because state income taxes are generally deductable in computing federal 
taxable income. The investor in a Montana wind energy developmert limited 
partnership is likely to be in the 50"10 federal tax bracket. Thus, it is 
reasonable to assume that his federal taX liability will be ircreased by 50"/ 
of the decrease in state tax liability. 

Usirg the referenced $44 million wird energy developmer;t project i!~ Alameda 
County, California (Windpower Partners - 1982-2) as an example, were thi s 
project built in Montana, the investors state income tax savings during the 
first four years (not including tax credits) would therceforth be recovered 
iT": state income tax payments every two years thereafter, accordir'g to 
figures presented in the offering prospectus. Both California ~d Montara, 
by the way, have top state income tax brackets of 11%. Importantly, as the 
point made in the begirJring of this letter strongly indicates, r:orstruction 
of ~ind electrical generating facilities must predate ma~ufacturir.g operations 
to create that same manufacturing potential. 

Therefore, we can effectively see the ability of Montana to respond to and 
create an effective climate conducive to creating energy development is 
lacking at this time and remains to be addressed. 

The Dept. of Revenue memorandum states that "At preser:t Mortana' s avoided 
cost rates for the purchase of electricity from alternative source~ are, 
after capacity factors are included, generally somewhat lower than California 
rates. This circumstance should favor development in California". This 
statement is incorrect and reflects a general misunderstar:ding of energy 
policy as determined by the federal Public Utili ties Regulatory Policy Act 
(PURPA) . In fact, at this time the long-term base rate for Independent 
Power F'rvduction to Q..lalifying Facilities (QF) are higher than those assessed 
in California. '!he effective p~hase rate the City of Livingstor is re­
ceiving for sale of electricity per kw hour, including capacity, is 6.44¢ as 
paid by the Montana Power Company, as compared to 5.4¢ plus .5¢ capacity 
assessed against Southern CaliforPia Edison, and 5.854¢ plus capacity of 
.58¢ assessed against Pacific Gas and Electric, these being the two largest 
utilities in the country. Therefore, to borrow the Dept. of Revenue state­
ment, these circumstances should favor development in Montana; the fact that 
we ~ not seeing such is again reflective of California's existing tax 
credit .. 
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The Dept. of Revenue memorar.dum asserts that the wind er..ergy tax ('redi t 
would be very expensive. This could be true ir. the sense that the pro­
posed tax credit bill acts as a necessary 'loss-leader' for stimulating 
mar.ufacturing industry. However, the extent of that expe:1se ~a'l be 
mitigated when we look at the revenue stream that will accrue to both 
state and local government coffers in the long-term, when we look at both 
five and ten year cash flows. 

For example, le~s look at the estimated gross economic impact of wind 
energy development in Park County alone, over th~ next 20 years (Park 
Cou~ty being only one of over two dozen counties with strong wind 
energy electrical potential). There follows ar. estima~ed reasonable 
scenario in which 1,000 megawatts of wind turbines are -installed in Park 
COU'1ty during the 20 year term formerly referred to. 1,000 megawatts is 
qui te a lot, equivalant to o"e nuclear power generator pla"t, representir.g 
pen1aps 20,000 machines of the size commonly used ir.. wind farms in Calif­
orr.ia, and 300-400 lCh~ge machines of the Berdix, Boeing or United Tech­
nologies variety. 

Quite obviously Park County has no foreseeable need for surh amoW1tS of 
electric power. A primary reason for the universal popularity of electric 
power is the abil i ty to transmit it over long distances by the use of 
relatively inexpensive facilities having relatively small line losses. It 
has been estimated that transmission of power from Wyoming to California 
would result in a loss of only 6%. Thus it is not unrealistic to envision 
Montana as an importa-:t center of wind er..ergy facilities, but of electrical 
generation as well. To accomplish this by USing a clear., inexhaustible 
source of power, rather than a coal or nuclear plant, would seem a goal 
worth pursuing. The unit cost of wind farm equipment is expected to 
drop substru1tially over the Coming years, as volume orders justify mass 
production techriques and foreign competition make further inroads into the 
domestic marketplace. Following staff statements of the Califorr:ia Energy 
Corrrnission, who have used a unit cost of $800 per kw, mul tiplyir;g this by 
the above 1,(X):J megawatt ( a megawatt is 1,000 kw) we have a total develop­
ment cost of $800 million in Park County. 

For such development under the Montara Wind Energy Corrrnerci al Investment 
Tax Credit proposal, the 35% tax credit \tIOuld cost the state treasury $280 
million or an average of $14 million annually. However, the tax credit 
bill is envisioned to expire five years after proposed adoption, limi tir.g 
the term of crnortization, as well as the fact that large portions of 
limited partnership investment capital will come from outside the state of 
Montana and therefore constitute new revenue sources to the state rather 
than a drain on existing tax base. 

Continuing with the 20 year scenario, though, based on Employment and Gross 
State Product (GSP) multipliers as estimated by the California Department 
of Water Resources Bulletin 210 (March 1980), Measuring Economic Imparts, 
Tables 15 & 16 pages 96-103, the California Energy Corrrnission places the 
increase of employment arising from such development at 42,250 employment 
years, for an average of 2,112 full time jobs throughout the 20 year period . . -

"'-
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State income taxes in California a'!d Montana seem comparable, with both 
having maximum tax brackets of 11%. According to the Statistical SeC'tion 
of the California Franchise Tax Board, the average tax rate for wage i~­
corne is 3.5% and for corporate profits 9.6%. By use of the GSP multipliers, 
the California Energy Corrmission states that the ir.crease ir state ir,come 
tax revenues for such a 1,000 megawatt project at $72 million or an average 
of $3.65 million arnually. 

If taxed at 1%, property tax or. equipment with a capital cost of $800 
million would amount to $8 million per year, a sum nearly equal to the 
gross income from the sale of beef ir. Park County during 1980. 

Again, based on these same GSP multipliers, the corrmiE::sion estimates the 
increase in gross state product at $3.3 billior., or an -average of $824 
million over each of the 20 years. Of this amount, 63q~ is wage income a'!d 
14% profit income (see DWR bulletin 210, page 7). To place the figure of 
$824 million i~ perspective, livestock production contributed $800 million to 
Montana's economy in 1979, or 58.4% of the states agricultural income, 
Montana's largest industry. 

It is not possible to quantify the social, family or r.~.~ity benefits 
which would also accrue to the people of Mortana from such development. 
Tourism, certainly in the early years, should increase sigr.ificantly. 
Retail sales, housing and automobile markets carriot but help being impacted 
by the creation of 2,112 new jobs; this without even allowing for associated 
manufacturir.g potential referred to earlier in this letter. 

Additionally, no where in the Dept. of Revenue memorandum do we find referenre 
to an extremely large group of Montana tax payers -- utility rate payers. 
Utility companies across the country are experiencing increaEing difficulty 
in raising funds for required capital improvements. Even when successful, 
high interest rates and construction costs are passed through to the already 
overburdened rate payers. The independent power producer undertakes all the 
risks inherent to the development of alternative techniques, selling the 
power to utility companies at wholesale rates. The utility's only obligatior.: 
thereafter is to purchase that power the developer is able to deliver. The 
opportuni ty to purchase new power without ratebasing the associated capi tal 
costs is a significant additional benefit to the utility, and thus to its 
rate payers, the people of Montana. 

The statement is made in the memo that ''Wind energy is (one) of the more 
expensi ve forms of renewable energy". We strongly disagree wi th thi s state­
ment. The attached chart, taken from a recently published report by the 
California Energy Cortmission clearly indicates that the cost of wind energy 
is nearly half that of the next least expensive generation source, and the 
last in cost of all 16 generation sources listed, both renewable a'!d con­
ventional. 

Nor is the question of equipment cost effectiveness of eonrern to Hontana's 
utili ty corrpanies or rate payers. The Montar.a Public Service Corrmission 
mandates a single price to be paid by utility companies for power produced 
by all al ternati ve generation sources. The profi tabili ty, or lack thereof, 
to the independent producer is thus controlled by market factors acting 



The Honorable Ted Schwinden 
January 6, 1983 
Page 6 

upon his decision on whether or not to corBtruct a particular project. The 
price he receives for his power is not a function of his capital or operatio~ 
costs. 

The conservative attitude of many public utility compar.ies does ret permit 
them to invest in equipment which they perceive as new and less th@l 
reliable. These perceived risks are thus undertaker. by private \v:I::d 
energy developmer.t farms largely with financir.g from ir.stitutior.al ~ourcps 
or from the sale of limited partr.ership units. The reality of <.'ompeting 
for such funds in the fina'lcial marketplace requires that one offer tax 
benefits to the potential ir.vestor. Tax credit~ are the most attractive 
such benefi t. Therefore, it is not that wir:d energy is ir.suffi de;:tly 
competative with other forms of al teIT'.ative energy to· attract investrner.t 
capital, but that the benefits of the financial offering must compete with 
all marr.er of other investment opport~iities. 

CONCLUSION AND RECOMMENDATIONS 

In summary, the proposed Mor.tana Wind Energy Corrmercial Jnvestme:-.t Tax 
Credit, as an economic development tool to breaden base employment 
opportunities within this state, does, to a degree, function as a '105s­
leader' for stimulating electrical energy generabon pla':ts @:d associated 
manufacturing operations. Short-term revenue decreases to the state of 
Tv1or;ta'la can be made up in the long-term through attraction of r.ew taxable 
revenue sources to the state including generatiof' facilities, fa('torj es, 
payroll and other items. The City of Li vir:gstor:, in cooperation with various 
investmer.t groups, are developing additional cash flow scenarios that in­
volve demonstration of potential investment as per the proposed tax ('redi t; 
as these are finalized in the next few weeks they will be forw~ded as 
additional attachments to this trarsnittal. 

In carefully reviewing the proposed tax credit legislation five (5) area~ of 
amendment could be proposed to help stem concerr.s of potential revenue loss 
to the state. These would include: 

1. Inserting language in the bill that clearly limits 
application of the tax credit for a period not to 
exceed five years before the bill itself is terminated 
(i. e., 5 year sunset provisi<m attached to the tax 
credi t) • If the bill is adopted in 1983, projects not 
begun previous to 1988 would not be eligible for this 
credit. ,This concept was intended to be written into the 
original bill, but due to an oversight has been neglected 
to be included in the original draft. We endorse such a 
limitation. 

2. The tax credit, as originally concieved, was meant to 
simply address wind energy electrical generation as an 
identified target industry. In the process of beir;g 
drafted by the Legislative Council, input received from 
certain legislators broadened the bill to include all 
recogr.ized non-fossil forms of energy generation. We 
would endorse an amendment to restrict the bill to its 
origir.al intent of wind energy electrical generation as 
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a measure to restrict potential revenue losses to the 
state from other fonns of alternative energy application, 
as it appears it i~ not clearly I..ll!derstood what fir,ancial 
impact the broader.ing of the bill previously refere}-:ced 
could have on state revenue. 

3. The proposed tax credit bill, in tenns of the percentage 
of i:1Vestment to be allowed as a credi t could be reduced 
by ame~dment to further decrease potential impact of loss 
of taxable revenue to the state of Montana. It should 
be kept ir: mind that Cal i forri a 's law, is a credi t of 25% 
and if consideration of reducing the credit in Montana 
is made, the ability of Montana to create a proper 
attractive investment climate for this activity, the 
credit should not be so reduced as to be eclipsed 
by California initiatives. On the other hard a reduced 
credi t relative to the original proposal is certair,ly . 
more effective than no credi t at all. VJe woul d be happy 
to work with the state of Montana in exploring such an 
option. 

4. Again, in an effort to reduce potential reverue losses 
to the state of Montana associated with adoption of the 
tax credit bill, the credit as it applies to manufacturing 
and utility up-grade could be deleted, and result in tar­
geting a tax credit for wind electrical generating 
facilities or~y. While not desirable, this kind of 
amendment protects the main intent of the bill of still 
stimulating placement of these sa~e generating facilities. 
A reliance on simple 'economy of scale' would be developed 
however, in the hope of attracting associated ma~ufactur­
ing associations rather than creating a specific atmos­
phere conducive to such operations. However, as correctly 
pointed out by the Dept. of Revenue memorandum, a number 
of incentives certainly exist that could adequately 
stimulate manufacturing interests. Utility up-grade costs 
would have to be shouldered and absorbed by the developers 
as part of the overall construction costs. 

5. The tax ('redi t bill could be amended so that the mlnlmum 
qualifying investmer.t be measured agair.st the total cost 
of an individual project, without regard to the amount 
invested by a single tax payer as an expression of a to be 
termined:.rai;16. '!his would effectively lower the minimum 
qualifying investment from an absolute dollar amount (i. e. , 
$50,000) and allow for broader par~icipation by potential 
investors, as well as allowing for smaller scale projects 
to qualify also. The total cost of a qualifying projer't 
could be reduced to as little as $20,000 as opposed to 
the aurrent minimum limitation. 

de-
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Again, thank you for your time and consideration of this matter, ~ well as 
the invitation and opportunity to comment on the Dept. of Revenue's aD~ysis 
of the prop~sed Montana Wind Energy Corrrnerci al Investmer.t Tax Credi t . 

S. Charles Nicholson 
fvJayor, City of Li vif'gston 

E. R. Stem 
Comnw:i ty Developmer,t Director 

SCN/ERS/sw 
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California Energy Commission 
volume 2 October 1982 

TABLE E-111-4 

Levelized Cost Calculations Using TAO Model 
1~ Real Discount Rate and 3% Real Interest Rate 

Range is 20% Plus and Minus of Actual Calculationa 

(¢/kWh) 

Technology (Fuel Type)b 1987 1994 1998 

Wind Turbine' 5-7 6-10 7-11 

Wood-Fi red 9-13 15-23 21-31 

Steam Geothenna1 9-13 17-25 23-35 

Fuel Cell (Methanol) 10-16 15~23 19-29 

Small Hydroelectricd 10-77 18-139 25-194 

Cogeneration (Natural Gas) 12-18 16-:24 22-34 

Fuel Cell Ulatura1 Gas) 13-19 24-36 34-52 

Biomassd 14-24 22-40 29-52 

Repowe ring (Methanol) 18-26 21-31 26-38 

Coal 22-34 31-47 

Cogeneration (Distillate) 14-20 25-38 26-54 

Nuc' ear 25-38 38-58 

Advanced Geothermal 16-24 29-43 41-61 

IGCCe 17-25 30-44 41-61 

Solar Photovoltaic 20-30 31-47 41-61 

Oi 1 -Fi red 23-35 44-66 62-94 

a. All plants begin operation in year indicated, analysis based on 30-year 
plant 1i fee 

b. Data from California Energy Commission Electricity Cost ~ Generation 
Technolof\ September 1981, P300-81-012. 

c. Real Cap tal Escalation = -3.3 percent. 
d. A range of low and high instant capital costs were used to calculate 

levelized costs. 
e. Integrated Gasification-Combined Cycle. 

E-31 
."" AD-5 PRT . 



Testimony of Frank Sullivan 
House Bill 841 
House Taxation Comm.ittee 
Ma rc h 4, 1983 

SENATE TAXATION COMMITTEE 
EXHIBIT e.--
APRIL 7,_ J9_8} 
_HE j~\ 

I am Frank Sullivan, president and business representative 

of Hotel Employees and Restaurant Employees Local 457, AFL-CIO, Butte, 

Montana. I am representing the approximately 1,000 members of our local. 

I am also here on behalf of the state Culinary and Bartenders Alliance of 

Montana, which is composed of 14 local unions from allover the state. 

Our members support House Bill 841, which would exclude tips 

from Montana income tax liability. We support this bill because it gives 

some much-needed assistance to some of the lowest paid workers in this 

state. Most of the tipped employees in Montana are waitresses. If they 

are union waitresses, they make $3.35 per-hour. That is not much, but it 

is still· better than the minimum wage level of many non-union waitresses 

who make only $2.75 per hour. Most of these waitresses are women, many 

of whom are single parents and the sole support of their families. Their 

low hourly wage is supplemented to some degree by the tips which they receive. 

But of course, t-ips are voluntary gratuities, not a set rate, which they 

can depend on. 

The amount in tips they make depends on what kind of establishment 

they work in, what shift, and what days they work. Many of them are now 

working reduced hours, because of the economic recession. And, because 

everyone is struggling to make ends meet, many of those~who are tipped 

employees find they are getting fewer and smaller tips. 

This bill will help hard working low paid workers, who really 

need the assistance. 

Please vote for House Bill 841. 

Thank you. 
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-.- SENATE TAXATICffl CO.Hl-UTT0.e-­
EXHIBI'r E" 
APRIL 7,-1933 
HE lY-1 

Amendments t~41 

Page 1, line 15. 
Following: "PROVIDING" 
Insert: "AN EFFECTIVE DATE AND " 

Page 7, line 22. 
Following: "SECTION 3." 
Insert: "EFFECTIVE DATE AND" 

Page 7, line 22. 
Following: "ACT" 
Insert: "IS EFFECTIVE FOR THE TAX YEARS BEGINNING ON OR AFTER 

THIS ACT" 

Page 8, line 3. 
Following: "TERMINATES," 
Strike: "IT DOES SO ON THE DATE OF THE FINAL APPROVAL OF THE 

CONGRESSIONAL LEGISLATTON." 
Insert: "THE TERMINATION IS EFFECTIVE FOR THE TAX YEAR AND ALL 

SUCCEEDING TAX YEARS BEGINNING ON OR AFTER JANUARY I, 
PRECEDING FINAL APPROVAL OF THE CONGRESSIONAL LEGISLATION. 
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Amend HB 780 

1. Title, line 5. 

SENA'rE TAXATIm~ CO£'ll"l.I'l'TI;E 
EXHIBIT F 
APRIL 7, -rr;r3 
HB 780 

Following: "THE PRODUCTION OF" 
Insert: "ALCOHOL TO BE BLENDED FOR" 

2.Title,line 8. 
Following: line 7 
Strike: "SECTION" 
Insert: "SECTIONS" 
Following: "15-70-204" 
Insert: "AND 15-70-221" 

3. Page 1, line 13. 
Following: "through" 
Strike: "13" 
Insert: " 11 " 
Following: "cited as the" 
Strike: "Gasohol" 
Insert: "Alcohol" 

4. Page 1, line 17. 
Following: "production of" 
Insert: "alcohol to be blended for" 

5. Page 1, line 25. 
Following: "through" 
Strike: "13" 
Insert: "11" 

6. Page 3, lines 5 and 6. 
Strike: subsection (3) !n its entirety 
Renumber: subsequent~~~~tions 

7. Page 3, line 10. 
Following: "distributor" 
Insert: "and gasohol dealers" 

8. Page 3, line 17. 
Following: "distributor" 
Insert: "or gasohol dealer" 

9. Page 3, line 18 through page 4, line 15. 
Strike: sections 8 and 9 in their entirety 
Strike: sections 8 and 9 in their entirety 
Renumber: subsequent sections 

10. Page 4, line 18. 
Following: "alcohol" 
Insert: "distilled in Montana" 

11. Page 4, line 20. 
Following: "as allowed in" 
Strike: "[section 11]" 



Insert: "15-70-221" 

12. Page 4, line 22 through page 5, line 4. 
Strike: section 11 in its entirety 
Renumber: subsequent sections 
13. Page 5, line 5. 
Following: line 4 
Insert: "Section 9. Tax incentive for production of alcohol. 

(1) There is a tax incentive payable to alcohol distributors 
for distilling alcohol to be blended with gasoline for sale as 
gasohol provided the alcohol is distilled in Montana from 
Montana agricultural produces. Payment shall be made by the 
department of revenue out of the amount collected under 
15-70-204. 

(2) Except as provided in subsection (3) the tax incentive 
on each gallon of alcohol distilled in accordance with 
subsection (1) is: 

(a) beginning July 1, 1983, 70 cents per gallon; 
(b) beginning April 1, 1985, 50 cents per gallon; 
(c) beginning April 1, 1986, 30 cents per gallon; and 
(d) beginning April 1, 1989 and thereafter there is no tax 

incentive. 
(3) The incentive schedule provided for in subsection (a) 

shall be modified in response to market conditions as follows: 
(a) If for any 2 consecutive calendar quarters ending on 

or before September 30, 1984, the gallons of gasohol sold 
comprise 8% or more but less than 11% of the total gallons of 
nonaviation gasoline and gasohol sold, the tax incentive for 
alcohol shall be 50 cents per gallon effective beginning the 
second calendar quarter after the 2 consecutive calendar 
quarters during which the gallons of gasohol sold comprised 8% 
or more but less than 11% of the total gallons of nonaviation 
gasoline and gasohol sold. 

(b) If for any 2 cqnsecutive calendar quarters ending on 
or before September 30, 1986, the gallons of gasohol sold 
comprise 11% or more but less than 18% of the total gallons of 
nonaviation gasoline and gasohol sold, the tax incentive for 
alcohol shall be 30 cents per gallon effective beginning the 
second calendar quarter after the 2 consecutive calendar 
quarters during which the gallons of gasohol sold comprised 11% 
or more but less than 18% of the total gallons of nonaviation 
gasoline and gasohol sold. 

(c) If for any 2 consecutive calendar quarters ending on 
or before September 30, 1988, the gallons of gasohol sold 
comprise 18% or more of the total gallons of nonaviation 
gasoline and gasohol sold, the tax incentive for alcohol shall 
be eliminated effective beginning the second calendar quarter 
after the 2 consecutive quarters during which the gallons of 
gasohol sold comprised 18% or more of the total gallons of 
nonaviation gasoline and gasohol sold. 

(d) Each quarter, the department shall compute the share 
of the total nonaviation gasoline and gasohol market that is 
represented by gasohol, according to the information contained 



" 

in gasoline distributors' returns.~r.equ:es-t;-s---for"r-eftlnds---£rom 
-~ sobol dealers --'fe-f-- the use of gasoline to produGc gaseho:Bl" 

Renumber: subsequent sections 
Following: "Application for" 
Strike: "refund" 
Insert: "payment of tax incentive" 

14. Page 5, line 6. 
Following: "shall apply for" 
Strike: "refund" 
Insert: "payment of tax incentive" 

15. Page 5, line 8. 
Following: "original" 
Strike: "bulk delivery invoice or" 
Insert: "production records and" 

16. Page 5, line 9. 
Following: line 8 
Strike: "claimant" 
Insert: "gasohol dealer" 
Following: "the time of" 
Strike: "purchase" 
Insert: " sale" 

17. Page 5, line 10. 
Following: "gallons of" 
Strike: "gasoline purchased" 
Insert: "alcohol sold" 

18. Page 5, line 11. 
Following: "Application for" 
Strike: "refunds" 
Insert: "the payment of the tax incentives" 

19. Page 5, line 14. 
Following: line 13 
Insert: "(3) The payment of the tax incentives shall be reduced 

by the amount of tax provided for in 15-70-204(3) that is due 
on alcohol to be blended for gasohol." 

20. Page 6, line 13. 
Following: line 12 
Insert: "Alcohol that is blended or is to be blended with 

gasoline to be sold as gasohol is subject to a tax per gallon 
equal to the license tax imposed on nonaviation gasoline 
distributors under subsection (1)." 

Strike: remainder of section through page 8, line 15. 

21. Page 8, line 16. 
Following: line 15 
Insert: "Section 13. Section 15-70-221, MeA, is amended to 

read: "15-70-221. Refund authorized. (1) Any person who shall 



purchase and use any gasoline on which the Hontana gasoline --.be.. 
license tax has been paid for denaturing alcohol to~used 
in gasohol or operating or propelling stationary gasoline 
engines, tractors used off the public highways and 
streets, or for any commercial use other than propelling 
vehicles upon any of the public highways or streets of 
this state shall be allowed a refund of the amount of tax 
paid directly or indirectly on the gasoline so used. Such 
refund or drawback should in no instance exceed the tax paid 
or to be paid to the state and no refund shall be allowed of 
that portion of the tax per gallon upon aviation 
gasoline allocated to the department of commerce by 67-1-301. 

(2) Any distributor paying the gasoline license tax to 
this state erroneously shall be allowed a credit or refund of 
the amount of tax so paid." 



\ STANDING COMMITTEE REPORT 

April 7 83 .................................................................... 19 ........... . 

PRESIDENT MR .............................................................. . 

We, your committee on .......... ~.4.~ ...................................................................................................................... . 

having had under consideration ............................................................................................ ~~~~~ ......... Bill No ......... 7..?9.. 

Harp (Blliott) 

. House . 780 Respectfully report as follows. That ............................................................................................................ Bill No .................. . 

third reading copy, be amended as follows: 
1. Title, line 5. 
Pollowing: "THE PRODUCTION OF" 
Insert: • ALCOHOL TO BE BLENDED FOR" 

2.Title,line 8. 
Following: line 7 
Strike: "SECTION" 
Insert: "SBCTIONS" 
Following: "15-70-20." 
Insert: "AND 15-70-221" 

3. Page 1, line 13. 
Followin9: "through" 
Strike: "13" 
Insert: "11" 
Pollowing: ·cited as the" 
Strike: "Gasohol" 
Insert: "Alcohol" 

~C 

STATE PUB. CO. 
Helena, Mont. 

! 
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(Continued on pa98 2) 



11005£ BILL 780 
Page 2 of 5 

, 

............................. 1P.;:~1. .. 1 ................... 19 ....•. 3 .. 

4. Page 1, line 16. 
Following: -throughW 

Strike: -13-
Insert: -11-

5. Page 1. lin~ 17. 
Following: ·production of-
Insert: -alcohol to be blended fora 

6. Page 1, line 25. 
Pollowing: -through­
Strike: -13 a 

Insert: -11 w 

7. Page 3, line 14. 
Following: .,. 
Insert: ·andw 

8. Page 3, line8 5 and 6. 
Strike: subsection (3) in its entirety 
Renumber t subsequent subsections 

9. Pago 3, line 10. 
Following: wdistributorW 

Insert: wand gasohol dealersw 

10. Page 3, line 17. 
Following: ·distributor­
Insert I ·or gAsohol dealer-

11. Page 3, line 18 through page 4, line 15. 
Strike: sections 8 and 9 in their entirety 
Renumber: subsequent sections 

12. Page 4, line 18. 
Followingf walcohol R 

Insert: -distilled in MontanaW 

13. Page., line 20. 
Pollowing; -as allowed. in" 
Strike: -[section 11]­
Ins~rt: -15-70-221" 

14. Page., line 22 through page 5, line 4. 
Strike: section 11 in its entirety 
Renumber: subsequent sections 

(Continued on page 3) 
STATE PUB. co. Chairman. 

Helena, Mont. 



HOUSE BILL 780 
'Page 3 of 5 

..................... ~~~.~ ... 1. ........................... 19 .. $.~ .... . 

15. Page 5, line 5. 
Pollowing: line 4 
Insert: ·Section 9. 'l'ax incentive for production of alcohol. 

(1) There 1s a tax incentive payable to alcohol distributors 
for diseillinq alcohol to be blended with gasoline for sale a& 
gasohol provided the alcobol is distilled in Montana from 
Montana agricultural products. Payment shall be made by the 
department of revenue out of the amount collected under 
15-70-204. 

(2) Except as provided in subsection (3) the tax incentive 
on each gallon of alcohol distilled in accordance with 
subsection (1) is: 

(a) beginning July 1, 1983, 70 cents per qallon, 
(b) beginning April 1, 1985, SO cents per gallon: 
(0) beginning April 1, 1986, 30 cents per qallon, and 
(d) beginning April 1, 1989 and thereafter there 1s no tax 

incentive. 
()) The incentive schedule provided for in subsection (a) 

shall be modified in response to market conditions as follows: 
(a) If for any 2 consecutive calendar quarters ending on 

or before September 30, 1984, the gallons of gasohol sold 
comprise 8' or more but les8 than 11' of the total gallons of 
nonaviation gasoline and gasohol sold, the tax incentive for 
alcohol shall be 50 cents per <Jallon effective beginning the 
second calendar quarter after the 2 consecutive calendar 
quarters during which the gallons of gasohol sold comprised 8\ 
or more but leas than 11' of the total qallona of nonaviation 
gAsoline and 94soho1 aold. 

(b) If for any 2 consecutive calendar quarters endin9 on 
or before September 30,. 1986, tbe gallons of 9asohol sold 
comprise 11' or more but less than 18' of tho total gallons of 
nonaviation 9asol~ne and qasobol sold, the tax incentive for 
alcohol shall be 30 cents per 9a1100 effective beqinning the 
second calendar quarter after the 2 consecutive calendar 
quarters during which the gallons of gasohol sold comprised 11' 
or more but less than 18t of the total gallons of nona vi at ion 
qasoline and gasohol sold. 

(c) If for any 2 consecutive calendar quarters ending on 
or before September 30, 1988, the gallons of gasohol sold 
comprise 18' or more of the total 9a.llons of nonaviation 
9a8011ne and gasohol sold, the tax incentive for alcobol shall 
be eliminated effective beginning the second calendar quarter 
after the 2 consecutive quarters during whicb the gallons of 
gasohol sold comprised 18' or more of the total gallons of 
nonaviation gasoline and gasohol sold. 

(COntinued on page 4) 

STATE PUB. CO. Chairman. 
Helena, Mont. 



) 

nOUSE BILL 780 
Page 4 of 5 

..................... ~p..~.;! ... 1 ............................ 19 .~.~ .... . 
(d) Each quarter, tbe department shall compute the share 

of the total nonaviation gasoline and 'laaohol market that is 
represented by gasohol, according to the information contained 
in gasoline distributors' returns. R 

Renumber: subsequent sections 

16. Page 5, line 5. 
Followinq; ·Application for" 
Strike: RrefundR 
Insert! ·payment of tax incentive" 

17. Page 5, line 6. 
Following: ·shall apply for" 
Strike: "refund· 
Insert: Rpayment of tax incentiveR 

18. Page 5, line 8. 
Following: -original-
Strike: -bulk delivery invoice orR 
Insert: "production records andR 

19. Page 5, line 9. 
Following: 11n~ a 
Strike: • claimant­
Insert: Rqasohol dealer­
Followinq: ·the time of· 
Strike: • purchaseR 
Insert: Rsale-

20. Page 5, line 10. 
Following: ·gallons offt 
Strike: Rgasoline purchasedR 

Insert: Ralcohol soldH 

21. Page 5, line 11. 
Fo11owinql HApplication for­
Strike; -refund.-
Insert: -the payment of the tax incantives· 

22. Page 5, line 14. 
Following: line 13 
Insert: H(3) The payment of tbe tax incentives shall be reduced 

by the amount of tax provided for in 15-70-204(3) that is due 
on alcohol to be blended for gAsohol.-

23. Page 6, line 13. 
Pollowing: lina 12 
Insert: -Alcohol that is blended or is to be blended with 

gasoline to be sold as gasohol is subject to a tax per gallon 
equal to the license tax tmposed on nonaviation gasoline 
distributors under subsection (1).-

Strike: line 13 on paqe 6 through line 15 on page 8 • 

.............. (c.9.ntJ.nue4 ... o.n .. page. ...... Sl ........................ . 
Chairman. 

STATE PUB. CO. 
Helena, Mont. 
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24. Page 8, line 16. 
Pollowing: line 15 

April 7 83 .................................................................... 19 ........... . 

Insert: -Section 13. Section 15-70-221, MCA, is amended to 
read: -15-70-221. Refund authorized. (1) Any person who shall 
purchase and use any g4s01ine on which the Montana qasoline 
license tax bas been paid for denaturing alcohol to be 
used in gasohol 2f operating or propelling stationary 
gasoline engines, tractors used off tbe public highways and 
streets, or for any comaercial use other than propelling 
vehicles upon any of the public highways or streets of 
this state shall be allowed a refund of the amount of tax 
paid directly or indirectly on th~ gAsoline so used. Such 
refund or drawback should in no instance exceed the tax paid 
or to be paid to the state and no refund shall be allowed of 
that portion of the tax per gallon upon aviation 
gasoline allocated to the department of commerce by 67-1-301. 

(2) Any distributor payinq the gasoline licenae tax to 
tbis state erroneously shall be allowed 8. credit or refund of 
the amount of tax so paid.·· 

25. Page 8, line 19. 
Following: -through­
Strike: -13· 
Insert: wl1-

~ f: 

26. Page S, line 22. 
Following: line 21 
Strike: -13-
Insert: Dl1-

And, as so amended 

BE CONCURRED IN 

STATE PUB. co. 
Helena, Mont. 

············Paf··L···GOOdove·r····················Ch~i~~~~: ........ . 




