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BILL NO. |
INTROOuCED By [ LA mgc M
Dwar 55

A BILL FOR AN ACT ENTITLED: ®AN ACT TO PROVIDE FOR
HYDROELECTRIC POKER GENERATION AT APPROPRIATE DEPARTMENT OF
NATURAL RESOURCES AND CONSERVATION WATER PROJECTS; PROVIDING
FUR THE LEASE OF SUCH PROJECTS FOR THE PURPOSE OF POWEK
GEMERATION; SPECIFTCALLY AUTHORIZING THE CONSTRUCTION AND
OPERATION OF SUCH FACTILITIES BY THE OEPARTHENT IF NO LEASE
15 CGNSUMMATED; AND ESTABLISHING THE METHOD OF SALE OF POWER

CEMERATED AT SUCH FACILITIES.™

AHEREASy the availability of energy from traditional
sources is diminishings and

WHEREASy the demand for energy from the state’s
citizens is increasings due to population growth and
2conomic expansionj and

WHEREASs because of newly developing technalogy and
increasing energy costss small-scale hydroelectric power
gen@ration is becoming an economically feasible additional
source of energy; and

WHEREASs the state of Montana currently owns and
contrels many watar projects which may have potential
capacity for the small-scale qen=zration of hydroelectric

anergy; and
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WHEREASy it is in the best interest of the people of
Montana to utilize Montana's water resources to the fullest

extent possiblze

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

Section 1. Survey of power generetion' capacitys The
department shall study the economic and environmental
feasibility of constructing and operating a3 swall-scale
hydroelectric power generating facility on each of the water
projects under its control! as of [the effective date of this
actJs and shall periodically update such studies as the cost
of the electrical energy increasese In determining whether
small-scale hydroelectric generation may be economically
faasible on a particular projects the department shall
considers:

(1) the estimated cost of construction of a facilityi

{2) the estimated cost of maintainingy repairings and
operating the facility;

{3) the estimated cost of tying into an existing power
distribution channel;

{4) the ability of public utilities or rural electric
cooperatives to lease and operate such a8 facilitys:

{5} the debt burden to be serviced;

(6} the revenus expected to be derived;i and

(7} the tikelihood of a reasonable rate of return on

-2~ INTRODUCED BILL
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the investment.

Section 2« Lease of sites to public wutilities or
electric cooperatives -- first optione (1) If after
completion of the feasibility study of & perticular project
the bLoard determines that hydroelectric power generation at
the project would be feasible and in the best interest of
the people of the state of Montanay it shall publish notice
and dake the site available for lease for the purpose of
saall-scale hydreoelectric power generation pursuant te
isections 2 through 8].

{2) In issuing a notice of availability of a site for
Tease wunder this sectiony the board shall include in the
notice any reasonable conditions it may find necessary in
crder to protect the interests of the states

Saection 2. Receipt of applicationse. (L) Applications
for lease may be submitted by any public utilityy as defined
in 69~3-1C01y or electric cooperativey arganized under Title
3%y chaptar 13, that sells powsr to Montana customers or by
any Montana corporation propesing to use a substantial
portion of the electricity to be generated iIn its own
cparatione

(2} The board shall consider enly applications
received within 180 days after the final publication of the
notice.

(3) Applications must include a statement of the
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capability of the applicant to achieve the annual production
output estimated by the departments the estimated time to
make the project cperationals the bid amount oi the royalty,
and apny other information that the board reguestss

Section 4. Determinations by the boarde (1} HWithin a
reasonable time following the conclusion of the lease
apnlication periods the board shall hold a hearinc +to
examine all appltications that have bean received for the
1z2s2 of the project.

{2} Within 180 days following the conclusicn of +ha
lease application periody the board must reject any or all
applications or must award a lease to the party whose offer,
considered in its totalitye is the most advantageous to <ine
stateo.

(3) The decision must include a determination that the
potential developer will provide an adequate royalty
payments is capable of carrying out the proposed
davelopments can provide efficient and relieble services ang
intends in good faith without unnecessary delay to prnceac
with the developmenta.

Section 5« Lease conditions~ {1) The lessee must pay a
roya’ty to the stazte as required in the leasca

{2) The beoard may authorize provisions 1in the laass
that offer economic incentives for rapid development of the

nroject or impose economic pznelties for delays in



(LI

[+

10
11
12
13
14
13
1€
17
18
19
20
21
22
23
24
25

L Cl172/01

developments which may include cancellation of the lezse,

Sectien . Compliance with federal law. If the project
must hold a licenses permits or exemption under federal laws
the licensey permity or exemption s5hall be held by the
departments

Section 7« Duration of leases The term of the lease
may not exceed the term of the licenses permity or exemption
held by the department under [section 8] and may in no event
exceed 55 yearsas

Section 8. Duties of the departments The department
has primary responsibility €for supervision of any such
leases Any disputes that arise between the departwent and
the lessee may be appealed to the boardy upon written
petition of either party.

section 9. Power generation by department authorized.
(L) If no Yease applications are received under [section 131
or if the board rejects all lease applications under
[section 4Js the department shall proceed +to obhtain any
necessary licensey permitey or exemption under federal Vaw
and shall commence construction and operation of a
small-scale hydroelectric gqeneration facility pursuant to
the provisions of this chapters

{2} Financing of constriction and operation of the
facility shall be accomplished in a manner detarmined by the

board to be most feasiblaae
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{3) The depertment may not sel1l power ganerated at a3
facility except to a public utility or & rural electrical
cooperativesy organized in Honfana and selling power to
Mentana customerss

Section 10« Sale of powere If the operator of a
amall-scale hydroelectric generation facility under this
chaptar apd a public utility or an electric cooperative are
unable to mutually agree to a contract for the sale of
electricity or a price for the electricity purchased by the
utility or electric cooperativey the public servics
commission shall require the utility or electric cooperative
to purchase the power under rates and terms established as
provided in [sections 11 through 137.

Section 1lle Determination by the public service
commissions A determination of the rates and terms under
which the power must be purchased shall be made by the
public service commission upon petition of the facility
operator or a public wutility or electric cooperative or
during a rate proceaeding involving the review of rates paid
for electricity purchased from the facility. The commission
shall render 2 decision within 120 days from receipt of the
petition or before the completion of the rate review
proceedings The rate and terms of the determination must oe
according to the standards specified in [sectian 12]e.

Section 12« Standards for the determinations (1) The

-f—
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standards for the determination provided for in [section 11}
by the public service commission shall include the
foltowing:

{(a} tong=-term contracts for the purchase of
electricity by the utility or electric cooperative from a
sma2ll-scale hydroelfectric facility under this chapter shall
be encouraged in order to enhance the economic feasibility
of such facilitiese

{b) The rates paid by a utiltity or electric
cooperative to 2 small-scale hydroelectric facility wmay not
exceeds over the term of the purchase contracts the
incremental c¢ost to the utility or electric cooperative of
the electricity thats but for the purchase from the
small-scale bhydroelectric facilitysy the utility or elactric
cooperative would generate or purchase from another sources

{c}] The rates to bhe paid by a utility or an electric
cooperative for power purchased from a small-scale
hydreoelectric facility shall pe established with
consideration of the availability and reliability of the
power producedas

¢2} The commission may set these rates Dy use of any
of the following methods:

{a) the levelized avoided caost aver the term of the

contracts;

{(b) the cost of production for the small-scale
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hydroelectric facility plus a just and reasonable return;s or

{c) any other method that will promote the devziopment
of small-scale hydroelectric facilitiass

Section 13s Purchase of powsr by electric cooperative
not agreeing to be bound by public service commission
determinations If any electric cooperative wishing to
purchase power from a small-scale hydroelectric facility
under this chapter refuses to submit to the ratemaking
authority of the public service commission established in
[section 11}y then the rate for such cooperative may be
determined by the rural electrification administration upon
petition by a rural electric cooperative or a generation and
transmission cooperatives. The facility shall sell power in
accordance with such determinationy so long as the rates and
terms so established will allow the facility a reascnabl=a
raturne

section 14« Codification instructione Sections 1
through 13 are intended to be codifiea as sn integral part
of Title 854 chapter 1y and the provisions of Title 85,
chapter 1y apply to sections 1 through 13.

-End-
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Approved by Committee
on Natural Resources

SENATE BILL NO. 229
INTRODUCED BY TURNAGEs McBRIDEs HAZELBAKERy

Be BROWNs DOVER. TOWE

A S3ILL FOR AN ACT ENTITLED: "AN ALT TO PROVIDE FQOR
HYDROELELTRILC POWER GENERATION AT APPROPRIATE DEPARTMENT OF
NATURAL PESOURCES AND CONSERVATION WATER PROJECTS;: PROVIOING
FOR THE LEASE OF SUCH PROJECTS FOR THE PURPOSE OF POWER
GENERATION; SPECEIFTCALLY AUTHORIZING THE CONSTRUCTION AND
QPERATION OF SUCH FACILITIES BY THE DEPARTMENT IF NO LEASE

$5-—CONSUMMAFES APPLICATIONS ARE__RECFIVED AND PROHIZBITING

CONSTRUCTION 8Y THE SEPARTMENT TF ALL LFASE _APPLICATIONS ARE

REJECTED BY THE BOARL: AND ESTABLISHING THE METHOD OF SALE

OF POWER GeNERATED AT SUCH FACILITIES.®

WHEREASy the availability of energy from traditional
sources is diminishing; and

WHEREASy the demand for enerqgy from the state's
citizens is increasings due to population growth and
economic expansion: and

WHERFASs because of newly developing technology and
increasing energy costsy smalli-scale hydroelectric power
generation is becoming an economically feasible additional
source of energy; and .

WHFREASy the state of Montana currently oOwns and
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controls many water projects which may have potentiatl
capacity for the small-scale generation of hydroelectric
energy; and

WHCREAS it is in the best interest of the people of
Montana to utilize Montana's water resources to the fullest

extent possibles

BE 1T ENACTED 3Y THE LEGISLATURE OF THE STATE OF MONTANA:

Section le Survey of power generation capacitye. Yhe
department shall study +the economic and environmental
Feasibility of constructing and operating o small-scale
hydroelectric power generating faeciltity on each of the water
projects under its control as-of-frthe-effective-date—of-—this
aetdy and shall periodically update such studies as the cost
of the electrical enargy increasess In determining whether
smsli-scale hydroelectric generation may be economically
feasible on a particular projects the department shall
consider:

(i} the zstimated cost of construction of a facility;

(2) the estimated cost of maintainings repairings and
operating the facility:

(3} the estimated cost of tying intc an existing power
distribution channel;

{«) the ability of public utilities or rural electric

cooperatives to lease and operate such a facility;

-2= 38 229
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{5} the debt burden to be servicedi

{6) the revenue expected to be derived; and

{7) the likelihood of a reasonable rate of return on
the investment.

Section 2. tease of sSites to public utitities or
electric cooperatives -~ First option. (1) If after
complation of the feasibility study of a particular project
the board determines that hydroelectric power generation at
the project would be feasible and in the best interest of
the people of the state of Montanas it shall publish notice
and nake the site available for lease far the purvose of
smalt-scale hydroefectric power generation pursuant to
{sections 2 through 8]a

(2) In issuing @ notice of availability of a site for
lease wunder this section: the board shall include i1n the
notice any reasonable cenditions it may find necessary in
order to protect the interests of the state.

Section 3. Receipt of applicationss (1) aApplications
for lease may be submitted by any public utilitys as defined
in 69-3-101y or electric cooperatives organized under Title
3%y chapter 18, that seils power to Montana customers or by
any Montana corporation proposing to wuse a substantial
portion of the eolectricity to be generated in its own
operation.

{2) The board shall consider only applications

-3 58 229
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received within 180 days after the final publication of ths
notice.

{3} Applications must 1include & statement of the
capability of the applicant to achieve the annual production
output estimated by the departments the estimated time to
make Lhe project operationaly the Did amount of the royaltye
and any other information that the board reguests.

Section 4. DNeterminations by the board. (1} wWithin a
reasonable time following the conclusion of the lease
applicotion periods the board shall hold a hearing to
examine all applicatiens that have been received for the
lease of the projecte

(2) wWithin 180 days following tha <¢onclusion of the
lease application periody the bodrd must reject any or all
applications or must award a lease to the party whose offers
considered in its tataljtysy is the most advantageous to the
states

{3) The decision must include a determination that the
potential developer will provide an adegquate royalty
payments Is capable of carrying out the praposed
developments can provide efficient and reliable services and
intends in good faith without unnecessary delay to proceed
with the develcopment.

(4) _IF__ALL LEASE APPLICATICNS ARE__REJECTYEL THE

DEPARTHMENT MAY NOT CONSTRUCT A FACILITY ON_ITS OWNG

e sn 229
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Section 5. Lease conditionse {1) The lessee must pay a
royalty to the state as required in the lease.

{2) The beard may authorize provisions in the lease
that offer economic incentives for rapid development of the
project or impose economic penalties for delays in
developmenty which may include cancellation of the lease.

Section 6. Compliance with federal Jawe If the project
must hold o ticenses permits or exemption under federal 1awe
the licenses permite or exemption shall be held by the
dapartment.

section 7. NDuration of Jeasee The term of the lease
may not exceed the term of the license, permits Or exemption
held by the department under [section 4} and may in no event
exceed 55 years.

Section %a Duties Of the departmente The dJdepartment
has primary responsibility Ffor supervision of any such
leases ANy disputss that arise between the despartment and
the ‘lessee may De appealed to the boards upon written
petition of either partye.

Section 9.  Power generation by department authorizede.
{l} 1f no lease applications are received under [section 31}
or-~1f-—the--board-——rejecti-—atl-—tease--spptications——under

fs=etion——4dy the depsrtment smald MAY UPOMN APPADVAL OF THE

LEGISLATURE proceed to obtain any necessary licenses pormits

or excmption under federal Tam and shat¥ commence:

-5- 52 229
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constructicon and operation of a small-scale hydroelectric
genaeration facility pursuant to the provisions of this

chapters CONSTRUCTINN _MAY _NOT _CUMMENCE UNMTIL SUCH TIME AS

THE DEPARTMENT HAS PRESENTED_CLEAR AND _CONVINCING EVIOENCE

g THE LEGISLATURE THAT CONSTRUCTION IS5 ECONGMICALLY

FEASIBLE AND IS THE MOST__PRACTICAL _MEANS _uY_ wHICH _THE

FACILITY CUULD BE DEVELOPED.

{2) Finencing of construction and gaparation of the
facility shall be accomplished in & manner determined oy the
board to be most feasible.

{3) The gepartment may not s2ll power generated at a
facility except to a public utility ors 3 rural electrical

cooperatives OR_A FEUERAL POWER-MARKETING _AGENCY oruzanized

in Montana and selling power to Montana CUSTOMRT Se

Section l0e Sale of powere IF the operator of a
small-scale hydroelectric generation Facility wunder this
chapter and a publijc utility or an electric cooperative are
unable to mutustly agree to a contract Ffor the sale of
electricity or a price for the electricity purchased hy the
utibity cor eleciric cooperativer the public service
commission shall reguire the utiYity or electric cooperative
to purchase the power under rates and terms 2stabliished as
provided in [sections 11 through 133

Section li. Determination by the public service

comuissione A determination of the rates oand terms under

-6 SH 229
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which the power must be purchased shall be made by the
public service commission wupon petition of the facility
operator or a public utility or electric cooperative or
during a rate proceeding involving the review of rates paid
for electricity purchased from the facilitys The commission
shall render a decision within 120 days from receipt of the
petition or before the completion of the rate raview
proceedings The rate and terms of the determination must be
according to the standards specifi2d in [section 12].

Section 12. Standards for the determinatione. {1l) The
standards for the determination provided fFor in [section 11]
by the public service commission shall include the
following:

{a) Long-terwm contracts for the purchase of
electricity by the utility or €lectric cooperative from a
small-scale hydroelectric facility under this chapter shall
be encouraged in arder to enhance the econamic feasibility
of such facilities.

(b} The rates paid by a utility or electric
cooperative to a small-scale hydroelectric facility may not
exceeds over the term of the purchase contracts the
incremental cost to the utility or electric cooperative of
the elaectricity thate but fer the purchase from the
small-scate hydroelectric facilityy the utility or electric

cooperative would generate or purchase from another sourcee.

-T- S8 229
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(c} The rates to be paid by a utility or an electric
cooperative for power purchased from a small-scale
hydroelectric facility shall be established with
consideration of the availability and reliability of the
power produceds

{2} The commissinn may set these rates Oy use of any
of the following methods:

(2} the levelized avoided cost over the ters of the
contracts

(b} the cost of production for the small-scale
hydroelectric fFacility plus a just and reasonable return; or

(¢} any other method that will promote the development
of small-scale hydroelectric facilities.

Section l3. Purchase of power by electric cooperative
not ajreeing to be bound by public service commission
determination. If any electric cooperative wishing to
purchase power from a small-scate hydroetectric Facility
under this cnapter refuses to submit to the ratemaking
autharity of the public service commission established in
{ section 1l1]s then the rate for such cooperative may be
determined by the rural-etectrificotron—admrntsteation-—gpen
petitton-by-a-rural-electric-cooperative-or-s-generation—and

tranamission-—--cooperative FEDERAL ENERGY REGULATORY

COMMISSION UPON_PRJPER PETITION. The facility shall seld

pawer in accordance with such determinations so long as the

-8~ 58 229
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rates and terms so established will altlow the facility a
reasonable returne

Section 14« Codification instruction. Sections 1
through 12 are intended to be codified 85 an integral part
of Title B85y chapter 1ls and the provisions of Title 35
chapter ls apply to sections 1 through 13,

-End-

-9- 59 229
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SENATE BILL NO. 229
INTRODUCED BY TURNAGEs McBRIDEy HAZELBAKER,

B« BROWNs DOYERs TOWE

A BILL FOR AN ACT ENTITLED: "AN ALT TQO PROVIDE FOR
HYDROELECTRIC POWER GENERATION AT APPROPRIATE DEPARYMENT OF
NATURAL RESOURCES AND CONSERVATION WATER PROJECTS; PROVIDING
FOR THE LEASE OF SUCH PROJECTS FOR THE PURPOSE OF PGWER
GEMERATION; SPECEFICALLY AUTHORIZING THE CONSTYRUCTIOM AND
OPERATION OF SUCH FACILITIES BY THE DEPARTMENT IF NO LEASE

+5--EONSUMMAFEDR APPLICATEIONS —ARE- ~RECEIVED- AND-PREHIDE FENG

EONSTRUCTF FON—BY—~FHE—DEPARFHENT—F F-ALE-tEASE~APPLFEATEBNS—ARE

REJECFED-BY-FHE-BBARD 1S COMSUMMATED; AND ESTABLISHING THE

METHOD OF SALE OF POMER GENERATED AT SUCH FACILITIES.*™

WHEREASs the availability of energy from traditional
sources is diminishing; and

WHEREASe+ the demand for energy from the state's
citizens is imcreasings due to population growth and
economic expansion; and

WHEREASs because of newly developing technology and
increasing energy costse small-scale hydroelectric power
generation is becoming an economically feasible additional
source of energyi and

WHEREASs the state of Montana currently owns and

10
11
12
13
14
15
16
17
18
19
20
21
22
23
2%

2%

$8 0229703

controls  many water projects which may bhave potential
capacity for the smali-scale generation of hydroelectric
energyi and

WHEREASs it is in the best interest of the people of
Montana to utilize Montana's water resﬁurcas to the fullest

extent possiblies

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

Section l. Survey of power generation capacitys The
department shall study the economic and environsenta!l
feasibility of constructing and operating a small-scale
hydroelectric power generating facility on each of the water
projects under its control os—of-fFthe—effective-dace-of-thiy
aetdy and shall periodically update such studies as the cost
of the electrical energy increases. In determining whether
smail-scale hydroelectric generation wmay be economically
feasible on a particular projecty the department shall
cons ider:

{1} the estimated cost of construction of a FaciVity; -

{Z) the estimated cost of maintainings repairings and
operating the facility;

{3) the estimated cost of tying into an existing power
distribution channel;

{4) the ability of public utilities or rural electric

cooperatives to lease and operate Such a facilitys:

-2= 5B 229
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(5) the debt burden to be serviced;

{6} the revenue axpected to be derived; and

{7} the Jlikelihood of a reasonadle rate of return on
the investment.

Section 2. Llease of sites to public utilities or
electric cooperatives -- first optione (1) If aFter
completion of the feasibility study of a particular project
the board determines that hydroelectric power generation at
the project would be feasible and in the best jnterest of
the people of the state of Montanas it shall publish netice
and make the site available for lease for the purpose of
small-scale hydroelectric power generation pursuant to
[sections 2 through B].

{2) In issuving a notice of availability of a site for
lease wundar this sectiones the board shall include in the
notice any reasonable conditions it may Ffind necessary in
order to protect the interests of the state.

Section 3. Receipt of applicationse (1) Applications
for Tease may be submitted by any public utilityr» as defined
in 693-)~-10ls or electric cooperatives organized under Title
35y, Chpter Lie REpt sells power to Montana customers or by
any Montana corporation proposing to use a substantial
portion of the electricity to be generated in its own
operations

(2) The board shatil consider only applications

-3~ 58 229
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recejved within laohdays after the final publication of the
notice.

{(3) Applications wmust include a statement of the
capability of the applicant to achieve the annual production
output estimated by the departments the estimated time to
make the project operationals the bid amount of the royalty,
and any other information that the board requestsa

Section 4« UOeterminations by the board. {l) Within a
reasonable time follaowing the conclusion of the lease
application periodes the board shall hold a hearing to
examine all applications that have been received for the
tease of the project.

{2) wWithin 180 days following the conclusion of the
lease application periods the board must reject any or all
applicafions or must award a lease to the party whose offery
considered in i1ts totalitys is the most advantageous to the
states

{3) The dacision wmust include a determination that the
potentjal developer will provide an adequate royalty
payments iS5 capable aof carrying out the proposed
developments can provide efficient and reljable services and
inteads - in good faith without unnecessary delay to proceed
with the develupment.

f4) IF _aLL LEASE APPLICATIONS _ARE REJECTEDy __THE
DEPARTMENT MAY NO¥-CONSTRUET-A-FACTEITY_BN-E55-ONN NEGOTIATE

-~ 4= 58 229
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WITH_ALL APPLICANTS ON AN_EQUAL BASES IN AN _EFFORT TO ARRIVE

AT_AN ACCEPTASLE APPLICATION.

Section S« Lease conditions. {1) The lesseae must pay a
royalty to the state as required in the lease.

{2) The board may authorize provisions in the lease
that offer economic incentives for rapid development of the
project or impose economic penalties for delays iIn
developments which may include cancellation of the leases

Section 6. Compliance with federal law. If the project
must hold a licenses permits or exemption under federal law,
the licensey permits or exemption shall be held by the
departments

Section 7« ODuraticon of lease. The term of the lease
may not exceed the term of the licenses permiter or exemption
held by the department under {section 6] and may in no event
exceed 55 yearss

Section 8. Duties of the department. The departsent
has primary responsibility for supervision of any such
leases Any disputes that arise between the department and
the Yessee may be appealed to the boards upon written
petition of either party.

Section 9. Power generation by department authorijzed.
{1) If no lease applications are received under [section 3}
or——if--the--haard--reojects—-atl-—iecare--applicacions—under

feection——43v OR _IF_FHE_BOARD REJECTS ALL LEASE_APPLICAVIONS
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UNDER_[SECTION 4]y the department shedd MAY UPON-APPREBVAL—BF

FHE-LEGESLATURE proceed to obtain any necessary licensey
permits or exemption under federal law and ame¥t commence
construction and operation of a small-scale hydroelectric
generation facility pursuant to the provisions of this

chapter. CORSTRUCTION MAY NOT COMMENCE UNTIL SUCH _TIME_ _AS

THE DEPARTMENT HAS PRESENFED CLEAR AND CONVINCING EVIDENCE

FEB-—FHE--LEGISEATURE THAT -CONSTRUCTIUN Is ECONOHI&ALLY

FEASIBLE AND 15 THE _MOST PRACTICAL MEANS BY WHICH THE
EACILITY COULD BE DEVELOPED.

{2} Financing of construction and operation of the
facility shall be accomplished in a3 manner determined by the
board to be most feasible.

{3) The department may not sell power generated at a
facility except to a public utilVity ory @ rural electrical

cooperatives UR A FEDERAL POMER-MARRETING AGENCY organized

in Montana and selling puuef to Montand customevse.

Section 10« Sale of powere If the operator of a
small-scale hydroelectric generation Ffacility under this
chapter and 3 public utility or an electric cooperative are
unable to mutually agree to a contract For the sale of
electricity or a price For the electricity purchased by the
utility or electric cooparativey the public service
commission shall require the utility or electric cooperative

to purchase the power under rates and terms established as

-6~ 58 229
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provided in {sections 1l through 13].

Section lle Determination by the public service
COMMissions A determination of the rates and terms under
which the power must be purchased shall be made by the
publijc service commission wupon petition of the facility
Ooperator or a public wutility or electric cooperative or
during a rate proceeding involving the review of rates paid
for electricity purchased from the faxilitys The commission
shall rendar a decision within LZ0 days from receipt of the
petition or bufore the completion of the rate review
proceading. The rate and terms of the determination must be
according to the standards specified in [section 12].

Section 12. 5tandards for the determinatione. (1) The
standards for the determination provided fer in [section 11]}
by the public service commission shall include the
folltowing:

{a}) Long-ters contracts for the purchase of
electricity by the utility or electric cooperative from a
small-scale hydroelectric facility under this chapter shall
be encouraged in order. to enhance the economic feasibility
of %uchs facilitiess Tl

{61 The rates paid By a wotility or electric
cooperative to a small-scale hydroelectric facility may not
exceeds oOver the term of the purchase contracts the

incremental . cost to the utility or electric cooperative of

-T- sB 229
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the electricity thats but for the purchase from the
smatl-scale hydroelectric facilitys the utility or electric
cooperative would generate or purchase from angther sources

{c} The rates to be paid by a utility or an electric
cooperative For power purchased from a small-scale
hydroelectric facility shall be established with
tonsideration of the avaitability and reljability of the
power produced.

(2) The commission wmay set these rates by use of any
of the following methods:

(3) the Vevelized avoided cost aver the term of the
contract;

{b) the cost of production Ffor the small-scale
hydroelectric facility plus a just and reasonable return; or

{c) any other methad that will promote the dewveloprent
of small-scale hydroelectric facilities.

Section 13. Purchase of power by electric cooperative
not agreeing to be bound by public service commission
determination. [If any electric cooperative wishing to
purchase power from a small-scal® hydroelectric facility
under this chapter refuses to submit to the ratemaking
authority of the public service commission established in
[section 11]s then the rate for such cooperative may be
determined by the rura}-electrificarion-edninistration~upon

petition-by—o—rural-etectric—conperotive-sr—os-generation—and
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transwissian—-—eseperative FEDERAL ENERGY REGULATORY

COMMISSION UPON PROPER PETITION. The facility shall sell

power in accordance with such determinations 50 long as the

rates and terms so established will allow the facitity a
reasonable return.

Section l4. Lodification instructione Sections 1
through 13 are intended to be codified as ‘an integral part
of Title B5¢ chapter 1, and the provisions aof Title 85,
chapter 1y apply to sections I through 13.

-End-
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SENATE BILL NO. 229
INTROCDUCED BY TURNAGEs McBRIDEs HAZELBAKER,

Be BROWNs DOVERs TOWE

A BILL FOR AN ACT ENTITLED: ™AN ACT TO PROVIDE FOR
HYDROELECTRIC POWER GENERATION AT APPROPRIATE DEPARTMENT OF
NATURAL RESOURCES AND CONSERVATION WATER PROJECTS; PROVIBING
FOR THE LEASE OF SUCH PROJECTS FOR THE PURPOSE OF PONER
GENERATION; SPECTFICALLY AUTHORIZING THE CONSTRUCTION AND
OPERATION OF SUCH FACILITIES BY THE DEPARTMENT IF NO LEASE
£5-—EONSUMMATED  APPLICATIONS——ARE-—AECEIVED-AND—PROHISEFING
EONS FRYE FEON - BY¥~ FHE-BEPARTMENT—# F—AtE -t ENSE-APPL EEATEONS ~ARE

REJECFER-B¥-FHE-BBARD 1S_CONSUMMATED; AND ESTABLISHING THE

METHOD OF SALE OF POWER GENERATED AT SUCH FACILITIES."®

WHEREAS: the availability of energy from traditional
sources is diminishingi: and

WHEREAS. the demand for eanergy from the state's
citizens is increasings due to population growth and
economic expansion; and

WHEREASy hecause of newly developing technelogy and
increasing energy costss small-scale hydroelectric power
generation is becoming an economically feasible additional
source of energyi and

HHEREASs the state of Montana currently owns and
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controls many water projects which may have potential
capacity for the small-scale generation of hydroelectric
energy: and

WHEREASy it is in the best interest of the people of
Montana to utilize Montanats water resources to the fullest

extent possibles

BE IV ENACTED BY THE LEGISLATURE OF THE STATE GF MONTANA:

Section l. Survey of power genaration capacity. The
depar tment shall study the econcowmic and environmental
feasibility of constructing and operating a swmall-scale
hydroelectric power generating facility on each of the water
projects under its control as-of-fehe-effective—date—of—this
aetdy and shall periodicaliy update such studies as the cost
of the electrical energy increases. In determining whether
small-scale hydroelectric generation may be economically
feasible on a particular projectey the department shatl
consider:

(1) the estimated cost of construction of a facility;

(2} the estimated cost of maintainings repairings and
operating the facility;

{3) the estimated cost of tying into an existing power
distribution channel;

{4) the ability of public utidities or rural electric

cooperatives to lease and operate such a facility;

-2- 58 229
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{S) the debt burden to be serviced:

{6) the revenue expected t¢ be derived; and

{7} the likelihocod of a reasonable rate of return on
the investment.

Section 2. Lease of sites to public utilities or
electric cooperatives ~-- first option. (L) If after
completion of the feasibility study of a particular project
the board determines that hydroelectric power generation at
the project would be feasible and in the best interest of
the peaple of the state of Montanas it shall publish notice
and make the site available for lease for the purpose of
small-scale hydroelectric power generation pursuant to
{sections 2 through 8]

{2 1In issuing a notice of availability of a site for
tease under this sections the board shall include in the
notice any reasonable conditions it may find necessary in
order to protect the jnterests of the state.

Section 3. Receipt of applications. (1)} Applications
for lease may be submitted by any public utilitys as defimed
in 69-3-101y or electriC cooperatives organized under Title
35y, chapter 18y that sells power to Montana customers or by
any Montana corporation proposing to use 3 substantial
portion of the electricity t0 be generated in its own
operatione

(2) The board shall cansider only applications

-3- SB 229
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received within 180 days after the final publication of the
notice.

{3) Applications must include a statement of the
capatlity of the applicant to achieve the annual productiaon
output estimated by the departments the estimated time ta
make the project operationaly the bid amount of the royaltye
and any other information that the board requestse

Section 4. Determinations by the board. {l) MWithin a
reasonable time following the conclusicon of the lease
application periods the board shall hold a hearing ro
examine all applications that have been received fFor the
lease af the project.

{2} Hithin 180 days following the conclusion of the
lease application periody the board must raject any or atl
applications or must award a3 lease to the party whose offer,
considered in its totalityy is the most advantageous to the
states

{3} The decision must include a determination that the
potential developer wil? provide an adeguate royalty
payments is capable of carrying out the proposed
developments can provide efficient and reliable services and
intends in good faith without unnecessary delay to proceed
with the developmente.

{%) _IF aLi_LEASE APPLICATIONS__ARE REJECTED, THE

DEPARTMENT MAY NOT-CONSTRUEF-A-FAEILIFY¥-ON-FTS—8WN NEGOTIATE

—dy- 5B 229
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WITH ALL_APPLICANTS ON AN EQUAL BASIS IN_AN EFFORT _TO ARRIVE

AT AN _ACCEPTABLE APPLICATION.

Section 5. Lease conditionss {1) The lessee must pay a
rovalty to the state as required in the lease.

(2) The board may authorize provisions in the lease
that offer economic incentives for rapid development of the
pra ject or impose economic penalties for delays in
developmenty which may include camncellation of the Yeasea

Section 6. Compliance with federal lawe If the project
must hold 3 licenses permity Or exemption under federal laws
the licenses permity or exemption shall be held by the
department.

Section T« Duration of leases« The term of the lease
may not exceed the term of the licenses permity or exemption
held by the department under [section 6] and may in no event
exceed 55 yearsas

Section 8. Duties of the departmente The department
has primary responsibility for supervision of any such
Tease. Any disputes that arise between the department and
the Jlessee may be appealed to the boards upon written
petition of either party.

Section 9. Power generation by department authorized.
(1) If no lease applications are received under [section 3)
or~~tf-—the——board--rejects--ati--tease--apptications--under

faeceion——4Jy OR_IF_THE_BOARD REJECTS ALL LEASE _APPLICATIONS
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UNDER _[SECTION 5]» the department shatd MAY UPON-APPROVAL-GF
FHE-LESESLATURE proceed to obtain any necessary licenses
permity or exemption under federal law and shaid commence
construction and cperation of 3 small-scale hydroelectric
generation facility pursuant to the provisions of this

chapteres CONSTRUCTION MAY NOT COMMENCE UNTIL SUCH TIME_ _AS

IHE DEPARTMENT _HAS PRESENFER CLEAR_AND CONVINCING EVIDENCE

FG-—FHE--LECISLAFYURE THAT _CONSTRUCTION IS ECONOMICALLY

FEASIBLE AND 1S5  THE MOST PRACTICAL MEANS BY WHICH THE

FACILITY COULD BE_DEVELOPED.

(2) Financing of construction and operation of the
facility shal'l be accomplished in a manner determined by the
board to be most feasible.

{3} The department wmay not sell power generated at a
facitity except to a public utility ery @ rural electrical

cooperatives OR__A FEDERAL POWER-MARKETING AGENCY organized

in Montana and selling power to Montana customers.

Section 10. Sale of power. If the operator of a
smalt-scale hydroelectric generatjon facility under this
chapter and a public utility or an electric cooperative are
unable to mutually agree to a3 contract for the sale of
electricity or a price far the electricity purchased by the
utiltity or electric cooperativey the public service
commission shall require the utility or electric cooperative

to purchase the power under rates and terms established as

-6 58 229
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provided in [sections 11 through 13}.

Section ll. Determination by the public service
commissions A determination of the rates and terms under
which the power must be purchased shall be made by the
pubtic service commission wupon petition of the facility
operator or a public wtility or electric cooperative ar
during a rate proceeding involving the review of rates paid
for electricity purchased from the facilitys The commission
shall render a decision within 120 days from receipt of the
petition or before the completion of the rate review
proceeding. The rate and terms of the determination must be
according to the standards specifjed in [section {2].

Section l2. Standards for the determinations (1) The
standards for the determination provided for in [section 11}
by the public service commission shall include the
following:

{a) Long-term contracts faor the purchasa of
electricity by the wutility or electric cooperative from a
small-scale hydroelectric facility under this chapter shall
be encouraged in order to enhance the economic feasibility
of such facititiess

(b) The rates  paid by a utility or electric
cooperative to a small-scale hydroelectric facility may not
exceedy over the term of the purchase contracte the

incremental - cost to the utility or electric cooperative of
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the electricity thats but for the purchase from the
smali-scalte hydroelectric facilitys the utility or electric
cooperative would generate or purchase from another sourcees

(c) The rates to be paid by 3 utility or an electric
cooperative for power purchased from a small-scale
hydroelectric facility shaltl be established with
consideration of the availability and reliability of the
power produceds

{2} The commission wmay set these rates by use of any
of the following methods:

{(2) the levelired avoided cost over the +ter®m of the
contract;

(b} the cost of production for the sEall-scale
hydroelectric facility plus a just and reasonable return; or

{c} any other method that will promote the development
of small-scale hydroelectric Facilitieses

Section 1l3. Purchase of power by electric cooperative
not agreeing to be bound by public service commission
determination. If any electric cooperative wishing to
purchase power from a small-scale hydroelectric facility
under this chapter refuses to submit to the ratemaking
authority of the public service commission established in
[section ll]es then the vrate Ffor such cooperative may be
determined by the raral-electrification—sdministrartron—upon

petition-by—a-ruret-etectric-cooperative—or-gs-ganeration—and

~8= 58 229
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LLANIRTSSTON———Conperatire FEDERAL ENERGY REGULATORY

COMMISSION UPON__PRDPER__PETITION. The facility shall sell
power in accordance with such determinations so long as the
rates and terms so established will allow the facility a
reasonable return.

Section l4. Codification instruction. Sections 1
through 13 are intended to be codified as an integral) part
of Title 85y chapter Ly and the provisions of Title 85y
chapter ls apply to sections 1 through 13.

-End-

-9~ 58 229



