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INTRODUCED E>Y ~- --- =-f ~ 
BY REQUEST OF THE EWIRON.~cNTAL QUALITY CO'JNCII. ::J ~~ 

A BILL F~R AN ACT ENTITLED: "AN ACT TO AUTHQRIZE TH~ SAL~ 

OF ELECTRICITY FROM QUALIFYPIG S~ALL Pi:JWE". ?ROnUCTION 

FACILITIES TO UTILITIES UNDER RATES AND CO~OITIONS MUTUALLY 

AGREED UPON OR ESTABLISHED BY THE PUBLIC SERVICE 

COMMISSION." 

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

Section 1. Definitions. As used in [this act)• the 

followin~ definitions apply: 

(1) "Commission" means the Montana public servic~ 

comm i s s i on. 

(2 1 "Utility" means any public utility SUp<Jl y1 :1"~ 

el~ctricity and requldted by the commission. 

(3} "Ou3lifying small power production facility" means 

a facility thot: 

(a) produces electricity by the us·~· as a pri~ary 

en~rgy source, of biomass, waste, w~tef", or other rBnew'3bl€ 

r~source, or any combination of those sources; 

(b) has a po~o~er production ccp.::!city th<:!t t~q-?ther with 

any other facilities located at th2 s~~~ sit8, is ro~ 

great~r thar. EO mt?gawatts; ':lnl~ 

LC 03't5/01 

1 (c) is own~d by a person not prima..-ily ennaged in the 

2 ~ensra~ion or s~le of elect..-icity. 

3 ~ection 2. ~en£riltion and sale of elect..-icity by 

4 qualifying sm~ll ~ower production facility. {1) A qu~lifying 

5 smdll po~er pro~uction facility may gen~..-~te electricity 

6 from the sources described in [section 1(3)(a)] and m?.y 

7 contract for the sale of that electricity ~ith a utility. 

8 (2) A qualifying small power production facility may 

9 not engage in the distribution of the electricity it 

10 generate.s. 

11 Section 3. Required sale of electricity under ..-ates and 

12 conditions prescribed by commission. (1) If a qualifyinq 

13 small pow~r production facility anj a utility are unable to 

14 mutually aqree to a contract for the sale of electricity or 

15 a price for the el€ctricity to bs purchased by the utility, 

16 the commission shall require the utility to ourchase the 

17 electricity under rates and conditions establishec under the 

1& provisions of subsection (2)• 

19 ( 2) The commission shall determine the rat~s ::tnd 

20 conditions of the contract upon petition of a qualifyinq 

21 small power production facility or a utility or durin~ a 

22 rate proceeding involving the review of ratos paid by a 

23 utility for el3ctricity purchdsed from a qual ifyin-;J small 

24 ~ower production facility. The commission shall render a 

25 decision within 120 days of receiot ~f tne petition or 

-2- I N T R 0 D U C E D B I L L 
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before the completion of the rat~ proceeding. The rgtes and 

conditions of the determination shall be made 5CcorCing to 

3 the standards prescribed in (section 4]• 

4 Section 4• Standards for determ in 3t ion of r atEO·s .3nrl 

5 c)nditions. (1) The commission shall det~rmine the rates ~nd 

6 con itions of the contrclct for th~ sale of electricity by 2 

7 qualifyin~ small power production facility according to th~ 

S standards in subsections (2) thrcugh (41• 

9 (2) Lony term contracts for the purchase of ~lectricity 

10 by the utility from a qualifying small power production 

11 f ac i 1 it y shall be encouraged in •Jrder to enhance the 

12 ~cono~ic feasibility of qualifying small power production 

13 facilities. 

14 (3) The rates to be paid by a utility for electricity 

15 purchased from a qualifyinq small power production facility 

16 shall be established with consideration of the availability 

17 and reliability vf the electricity produced. 

lB (4) The cJmmission may s0t these rates by use of any of 

19 the follo~ing methods: 

20 (a) the level ized avoided co5t ov~r the term (lf thA 

21 contract; 

22 (b) the cost of production for the aualifying sm3ll 

23 power production facility plus a just and reasonable return; 

24 or 

25 {c) any othEr method th~t will promote the development 

-3-

l of qualifying small power production t~cilities. 

-End-

-4-
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STATE OF MONTANA 
REQUEST NO. 115-81 

FISCAL NOTE 

Form RD-15 

In compliance with a written request received January 16 , 19 ~ , there is hereby submitted a Fiscal Note 
SB-139 for ---~------------ pursuant to' Title 5, Chapter 4, Part 2 of the Montana Code Annotated (MCA). 

Background 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: 

An act to authorize the sale of electricity from qualifying small 
power production facilities to utilities under rates and conditions 
mutually agreed upon or established by the Public Service Commission. 

Assumptions: 

(1) One hearing per year for each of the three (3) major electrical 
distribution companies. 

(2) An average of ten (10) petitions per year of qualifying small 
power procedures. 

(3) The agency requests 1 FTE, Economist, Grade 15. 

(4) Clerical and hearings expenses will be absorbed from present 
budget. 

Revenue & Expenditure 

State 

Revenue 
Expenditures 

Personal Services 
Operating Exp 

Net Effect 

Cost over the biennium is 

Impact: 

FY 82 

0 

$21,860 
3,600 

$25,460 

$50,484. 

FY 83 

0 

$22,314 
2, 710 

$25,024 

BUDGET DIRECTOR 
Office of Budget and Program Planning 
Date: )-2...1-&'1 
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SENATE ~Ill NO. 1J9 

Approved by Committee 
on Natur~l Resources 

INTRODUCED BY OO~ER, M. A~O~RSUN, HAFFERMANt THOMAS 

6Y RECUEST Or THE eNVIRONMENTAL QUALITY COUNCIL 

A hflL FOR AN ACJ ENTITLED: "AN ACT TO AUTHORIZE THE SALf 

OF El~CTRICITY FROM QUALIFYING S~All POWER PRODUCTION 

FACILITIES TG UTILITIES UNDER RATES AND CONDITIONS MUTUALLY 

AGREED UPGN OR ESTABLISHED BY THE PUBLIC SERVICE COMMISSION 

Q~!Q--~h£f!RIC __ fQQff~~!lYf~~ND~~--!t~~~--~~Q __ fQNO!!IONS 

~~!Y~hh! __ ~9B!fQ __ Yf~--~Q _ _!~-~Q~PL!~NC~--~!!~!~E-~~~~!~ 

~I!hli!_~f~~k~!Q3!_EQ~!~S~_ACT." 

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

Section 1. Definitions. A~ used 1n (th1s actl, the 

followin~ cefinitions ~pply: 

(1) ••commission 11 means the Montan-a puhlic: scrvtc~-" 

commtsston .. 

i£l __ ~tkfC!~lC_~QQ~E~~~£~-~£!NS __ ~--E~~~-~hE~TR1~ 

falfs~~!!Y~ __ O,~~~!lhQ __ UN~t~ __ !HE __ h~riS _ _Qf_~Q~TAN~~--QE_~ 

FOR~lf~_hQE~Q~!lD~~Q~lTT~Q_IQ_00_~~~1~~2~!~-~~~!~~A~ 

t~tlll '"0tllity" means any public utility supplyinq 

electricity dnd regulate~ by thQ commission. 

t~t1~1 "'Ju~l1fying small po~er production facility" 

raeuns ,J f.Jci 1 ity th.-Jt: 

(d) produces electricity by the us~, ~s a orimary 
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ener';:Jv source, of biomass, waste, water,.!!!~ or other 

ren~wable resourLe, or any combination of thos? sources; 

(b) ha.:. -t power- tnoduction capactty that together with 

any other facilities located at the ~ame site, i!t n~lt: 

~reat~r thdn 80 megawdtt~; and 

fc) IS owned by a person not primarily engaged 1n the 

~eneration or sale of electricity. 

Section 2. Generation and Sdle of el~ctriCity by 

qualifying small power production facility. (1) A qualifying 

small power production facility may generate electricity 

from the sourc~s described In [section lt3~i~(a)] and may 

contract_ for the sale of that electricity with a utility. 

(2) A qualifying small power production facility may 

"ot--eft~e9~--~n--tne--df~trf~~+en--e+--~~~--~eetr~e+ty--t~ 

~efl~~at~~ ~f~ERATE EhfflRlC!!!_fROM_TH~-~QUR~~-OE~!§fQ_lN 

[2~fTIJ~ _ _!iili~lJL-~~Q- MAY__fQ~~f!__FO~-I~~-~ALE OF_~ 

£LE~!~!£!l!_WIT~~~-EL!£!~£--fQQr£~~yf__~~Qf~_-l£t~-~ND 

£Q~Q!TIO~i_-~UT~ALLY __ ~~~EEQ_UPQ~£!~EE~!~~-E~~I!£~~Q_!~ 

£0M£b!ANf£_~!TH_THE_~~l~~~Q-~£GUb~I!Q~i_~~TA~h!~~Q_~!_!HE 

£~~1!~-~!!h!!!_fEGUb~!Q~!_~Q~!ES_~CT. 

Section ~. R~quired sale of electricity under rates 

and conditions pre~cribed by commissaon. (1) If a qudli.fyinq 

~mdll power production facility and~ utility are un~ble to 

~utudlly a~ree to~ contract for th0 sale of electricity or 

a pric.e for U1e electricity to Ue purchased !::ly the utility. 

-2- S? 139 
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the commission sha1 1 r-equi rP the uti 1 i ty to purchase the 

electricity un.jer- rates ana condit1ons established under the 

provisions of subsection (2). 

(L} The commJssion shall 

conditions of the contract upon 

determine th .. ~ 

pc>tition of a 

rates and 

qualifying 

small power production facility o~ a utility nr ~urinq a 

rate proceedlng involving the ,..eview of rates paid by 1 

utility for electricity purchased from a qu~lifyin~ small 

power production facility. rhe commiss1on shc.d1 render a 

decision ~ithan 120 days of receipt of tne petltton ur 

before the completion of the rate proceeding. fhe rates and 

condJtlons of the determindtion shall be made according to 

13 the ~t~noarrls prescribed in [section 4]• 

14 s~ction 4. Standards for determination of ratPS dnd 

15 con-Ht1ons. (1} The commission shall deterrninP the rates and 

16 conditions of th~ contract for the sale of el~ctricity by a 

17 qualifying small power production facility accurding to thP 

18 standards in subsections {2) through (4)• 

10 

20 

21 

22 

( 2) Long t<o>riiJ contracts fo• the pur-chase of 

electricity by tne utility fro~ a qualifying small power 

production facility shall 

the economic feasioility 

be encourdged in order to enhance 

of ~ualifying small power 

23 production facilitiPs. 

24 (3) The rates to be paid by a utility for electricity 

25 purchased from a qualifying small power production facility 

-3- ~~ 139 
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shall be e~tablished with consideration of th~ availability 

dnd relidbality of the electricity produced. 

{4) The commission may set these rates hy use ~f any 

of the follo~irHJ methods: 

( ~} tfH~ -f@"y~.Jf-~l!!!'d dVOided cost over th@ ter~ of th~ 

contract; 

(b) the cost of production for the Gual ifyin~ small 

power production facility plus a just and reasonable return; 

0< 

{C) dn'; other method that wi 11 promote the dev~~lopm<=:>nt 

of qualifyin] small power prorluction facilitte~. 

-End-

-4- ':l.P- 139 



47th Leg1slature SB 0 139/0? 

2 

3 

4 

5 

6 

7 

B 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

~0 

21 

22 

23 

24 

25 

SENATE A!ll NO. 139 

INTPt.!9U(tfl p,y On<~ER, M. ANOERSU,.h HAFFERMMh THOMA) 

6Y REQUEST Of THE LNVIRO~MENTAL QUALITY COUNCIL 

A SILL FOR AN ACT ENTITLED: "AN ACT TO AUTHORIZ~ THE SALF 

OF ELECTRICITY FRQH QUALlFYI~G S~All POWE~ PRODUCTION 

FACILITIES TQ UTILITIES UNDER RATES AND CONDITIONS MUTUALLY 

AGREED UPUN Ok ESTABLISHED BY THE PUBLIC SERVICE COMMISSION 

Q&_!Q __ [h~~!Bl~--~QQEf~~TIVf~_~NDE~ __ !I~~~-_!~Q __ ~Q~Q!I!QNS 

~UTUALL1 __ ~~kEEQ __ ~~Q~--~~Q _ _!~-~Q~PL!~~~f-~!I~!~t-EY~h!~ 

ur Ik!I!-!3..f~1JLA TQRY _fQ!::..!£!S~_AC T. •• 

BE IT HJ!ICTEO BY THF l EG!SLATURE OF THE STATE UF MONT AN": 

S~ction l• Def1nitionse As us~d in (this act), the 

followin~ Gefinitions ~pply: 

( 1) ••commission" means the Montand public serviu~ 

(.Oiflmi.ssion. 

i£l--~S!::.ELl~I~--~QQPE~~!l~~~-~~~~~--~--~~~~-~hf~l~!£ 

~Q~~s~~l!~~--nR§~~lihQ __ ~Q£~-_1~--k~rl1 __ Qf __ ~Q~I~~~~--~~-~ 

FOR~!~~CO~~QRA!lQ~-~Q~!TT~Q_TO_DO_g~2l~ESi_~-~Q~!~~~~ 

t-C:till "Uti1 ity" means any public utiltty sup!Jlyin9 

electr-lcity dnO regulated by the (:ommission. 

f3ti~l ··~ual~fying small po~er production fac1l1ty" 

me.:m3 -3 facility th-'3t: 

(~) pr-oduces ~Jectr-icity by the us~9 ~s a pr-1n1ary 
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ener --~V 3ource, of ht omdsS, waste, water, !!!~!:!!. or other 

ren~wable resourLe, or any combination of thos~ sourceSi 

(G) tld~ ~ power- ~roduction capdcity that together with 

any other facilities located at the- same site 9 Is O('t 

yreater thdn AO megawatts; and 

(c) IS owned by a person not primarily engaged in the 

~en~ration or sale of electricity. 

Section z.. Generation and sale of electricity by 

qualify~ng small po~er production facility. (1) A qualifying 

smdll pow~r production facility may generate electricity 

from the sources described 1n (section li3t1i1(a)] and may 

contract for the sale of that eJect~icity with a utility. 

(2) A qual Hying small power production faciJ ity may 

not--enq~~~--tft--~~~--d?~~~~btttion--o+--th@--@~@et~~e*tT--t~ 

~en~rdtP• GENERATE ELECTRICITY FROM THE SOURCES DESCRIBED IN --------------------------------------------------
l~~~!!O~ __ !lili~lJL-~NO __ MAY~NTRAf! __ FQ~-I~£-SALE_OF_IHAI 

~~~I~!~l!!_WIT~_AN_fh~f!~l~~Q~~ATJY~--y~DE~--!~~~-_!ND 

~Q~Q!T10~~--~UTY~hLY __ ~~~f~Q_UPQ~~!~f£~!~t-~~~!!~~-~~Q_lN 

fOM~h!AN~f-~!!~-I~f-~~!~~-~~Q_B£GLk~!!Q~2_E~I~~b!~HEQ_21_ltlS 

f~bl~_Y!lh!I!_fkCUb6IQ~1-fOL!ClES_~CT. 

Section ~- R~quired sale of electricity under rates 

and conditions prescribed ~y commission. (1) If a qualifying 

s.md11 power production facility and a utility are unable to 

~utually agree to a contract for th@ sale of electricity or 

a pric~ for the electricity to be purchased b)' the uti l ity9 

-2- s~-~ 1.39 
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the commission sttall requil"e the uti. I ity to purchase thE' 

electricity under rat~s ana conrlitions established under the 

provisions of subsection {2). 

UJ The commisston shall determine th~ rdtes and 

conditions of the contract upon pPti.tion of .:~ 4ualifying 

small power production facility 

rate proceeding involving the review 

or a uti I it y or dUr 1 nq d 

of rdtes pdid tJy 

utility for electricity purchased from a qudlifyinq 5mall 

po~er production fJcility. The comMiSSion shall render a 

deci~ion within 120 days of receipt of the petitton or 

before the completion of the rdte proc,.:-e-ding. fhe r21tes dnd 

cond1tions of the determindtion shall b~ made dccording to 

13 the ~tandards prescribed in [section 4]• 

14 Section 4• Standards for determination of rates dOd 

15 con"1ittons. tlJ The commission shatt determinP the rates and 

16 condjtjons of the contract for the sale of el~ctricity by a 

17 qualifying smal J power production facility •1CC0rding to th.,. 

18 standards i.n subsections (2.) through (4)• 

1q (ZJ Long term contracts for the purchase of 

20 electricity by tne utility from a qualifyinq smdiJ power 

21 production facility shall be encourJq~d in order to enhdnce 

22 

23 

24 

25 

the economic fe~sibility 

productjon fac1 It tiPS. 

of -..JUdi i fyinq sma 11 power 

(J) The rdtes to bP pdid by rt tJttlrty for ~1Pctr1Clt.y 

purchasetl from<" qudltfytng s.mdll t)Ower ._lroductton factltty 

- !- ') ·~ 1 39 
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sha 11 he ~stablished with consideration of the availability 

dod reliabt Jity of the electricity produced• 

(4) The commission may set these rates ry u~e nf any 

of the follo~ing methods: 

( ") the +ev~-li--f'"e6 aY<J ided cost over the ter-n of the 

contract; 

(b) the cost of production for the oual i fyin-~ small 

oower production facility plus d just and reasonable re~urni 

or 

(C) dny other method that will promote the developm~nt 

of qua1ifyin~ small power production facil itjes. 

-End-

-4- S!'l 13q 
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SENATE 8!LL NO. l39 

INTRODUCED BY DOVER, H. ANDERSON,. HAFFERHAN 9 THU""'AS 

SY REQUEST OF THE ENVIRONMENTAL QUALITY COUNCIL 

A £ILL FOR A~ A(T ENTITLED: ~AN ACT TU AUTHORIZ~ 

Of ELECTR!CITY FROM QUALIFYING SMALl PO•ER 

FACILITIES TO UTILITIES UNDER RATES AND COND!TJONS 

THE SALf:-

PROOUCT HlN 

.~UTUALL Y 

AGREED UPON OR ESTABliSHED BY THE PUBLIC SERVICE COMMISSIO~ 

~!Q __ ~hEC}~--~OPER~TIV£~~~~--!£~i--~Q __ ~Q~Q!!~i 

~QIQ~hh! __ ~§~EEQ __ QfQ~--~~Q __ !~-~Q~eh!~~~E--~1!~-!~E_~Q~hiC 

Ul!bl!!-~E~Y~!!Y~!_~Qil£~_!£!•" 

BE IT tNACTED BY THE lEGISlATURE OF THE STATE OF MONTANA; 

Section 1. Definitions. As used in [this act], the 

followinq definitions apply: 

(1} ''Commission" means the Montana public ser-vice 

commission. 

U1 "ElECTRIC COOPERATIVE" MEANS A RURAL ElECTRIC ----------------------------------------------------
~OO~£~!!~£ _ _Q~§~~llED __ QNO£~-_!HE __ lAWi __ OF_~QNTA~~~-~~ 

fOR£1G~~ORfQRAJ10~-~DMJTTED_IQ_QQ_~QSl~ESi_!~~ONTA~A. 

t~tlll "Util1ty" means any publ1c ut1lity supplyiny 

electricity and r-egulated by the commission. 

t~t1~ "Qualifying small power production facility" 

me~ns a facality that: 

(a) produces electricity by the use, as a pr-imary 
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energy sour-ce, of biomass, ~aste, water, WINO, or other 

renewable resource, or any combination of those sources; 

(b) has a power production capacity that together with 

any other facil iti~s. located at the :iame site, is not 

grPatPr than SO megawatts; and 

(c) Js owned by a person not pr-imarily engaged in the 

ge11eration or sale of electricity Q!!:!£~-.!t!~-f~fCT~J.L_fOWER 

tRJ~-!_~HA~~-PO~£~-f~DDUCl!Q~_FAflh!!!• 

Section 2. Gener-ation and sale of electricity by 

qualifyinq small power pr-oduction fdcility. (1} A qualifying 

small power- production facility may gener-ate electricity 

from the sour-ces described in [section lt3t~1(a)] and may 

contr-act for the Sd1e of that electricity ~dth a utility. 

12) A qualifying small power pr-oduction facility mdy 

fte~--e~~~~e--~n--t~e--d~~tr~but~o"--ef--~@--~@e~~+e~~y--~t 

q@n@r~~e~ §£~ER~!t_EL££}RIC!l!_t~_THE_SOURCE5_0E~~RI££D IN 

li£~!!Q~-~l~lJ_~~~-~~!-£QNT~~£!__FOR_~--l~1£ _ _Q£__~ 

£LE£~£!!!__HI!~-~~--Eh£~!RlC_~Q£ER~!!VE_Q~Q£E_TERM~_!~ 

£Q~Q!!!Q~1_~QTUALLY_~~££Q_~PON BET~EEN_TH£_eAR!!£i __ ~ __ JN 

CD~fblANCE_~!TH_!HE_~~!£i_~~Q_REGUL~JI0~2_ESJABh~~£Q_~!_THt 

£UBhJ£_Q!l~!!!_~£GUh~!Q~-~Q~!E2_~~· 

Section 3. Requir~d sale of electricity under rates 

and conjitions prescribed by commission. (1) lf a qualifying 

small power production fuci1ity and a utility dre unable to 

mutually ogree to a contr-act for the sale of electricity or 

-2- 5~ 13q 
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a price for the electricity to be purchased oy the utility. 

th~ commission shall require the utility to purchas-e the 

electricity under rates and conditions estdblished under the 

provistons of subsection (l)• 

(2) The commission shall determine the rates and 

conditions of the contract upon petition of a qualtfying 

small power production facility or d utility or during a 

rate proceeding involving the review of rates paid by a 

utility for electricity purchased from a qualifyin~ small 

power production facility• The commission shall render a 

decision within lZO days of recetpt of the petition or 

befor~ the completion of the rate proceeding. The rates and 

conditions of the determination sh~JI be made according to 

14 the ~tandards presCribed in [section 4). 

15 Section 4• ~tandards for determination of rates and 

16 conditions. {l) The commission shall determine the rates and 

11 conoitions of the contract fo,- the sale of electricity by a 

18 qualifying s.mall power production faci 1 ity according to the 

standards in sUbsections (2) through (4). 

(2) Lonq term contracts for the purchase of 

lq 

20 

21 electricity by the utility from a quali.fyin9 s~nall power 

22 production facj lity s.ha11 be encouraged in order to enhance 

23 the econom1c feasibi 1 ity of qualifying small power 

24 production facilities. 

25 (3) The rates t.o be paid by a utility for electricity 

-3- 56 139 

2 

3 

4 

5 

6 

7 

8 

q 

10 

11 

12 

SB 0139{03 

purchased from a qualifying small power production faci I ity 

shall be established with consideration of the availabiltty 

and reliability of the electricity produced. 

(4) The commission may set these rates by use of any 

of the foJlowtng methods: 

(a) the +eYe~+te~ avoided cost over the term of the 

contract; 

(b) the cost of production for the qualifying small 

power producti0n facility plus a just 3nd reasonable return; 

or 

(c) any other method that will promote tht: development 

of qual1fyin] small power production facilitieS. 

-End-
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NATURAL RESOURCES COMMITTEE AMENDMENTS TO SB 139 
MARCH 28, 1981 

1. Page 2, line 7. 
Following: "electricity" 
Tn!'l~rtt "oth~:r than electric power from a small power production 

facility" 


