HOUSE BILL NO. 765

Introduced:; 02/12/83

Referred to Committee on Business & Industry: 02/12/83

Hearing: 2/17/83
Report: 02/21/83, Do Pass, As Amended

2nd Reading: 02/23/83, Do Not Pass
Bill Killed
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INTRODUCED BY

A BILL FOR AM ACT ENTITLED: *AN ACT YO REQUIRE CERTAIN GAS
AND ELECTRIC UTILITIES TOD PURCHASE COST-EFFECTIVE £NERGY
CONSERVATION; TD REQUIRE THE PUBLEC SERVICE CLOMMISSION TO
INCLUDE CONSERVATION IN A UTILITY'S RATE BASE; AMENDING

SECTINN 15-32-10T+ MCAL™

BE IT ENACTED BY THE LEGISLATURE DF THE STATE OF MONTANRA:

YEW_SECTIOUN. Section l. Definitionse. As used in
[sections 1 through 6]+ the following definitions apply?

f1) ®Avoided costs®™ means the incremental costss as
determined by the commissions to an electric or natural gas
utility of energy or capacitys or bothsy whichs but for the
purchase of conservations the utility would generate or
supply itself or purchase from another sourcae

{2} *“Commlssion®™ means the public service commission
provided for ia Title 69, chapter 1ls part i.

{3) “Conservation® means a measure that supplies
enargy by increasing the energy efficiency af building
shellsey @quipments or processes.

» (4) =Cost-effective™y as applied to conservations
neanﬁ a conservation measure whose cost par unit of energy

conserved over the economic life of the measure is Yess than

oo W

| ® -

10
il
12
13
14
15
16
17
18
19
20

21

¢3
24

25

LC 0964701

50% of the utiltity®s avoided coste

{5) =Utility™ means a person or firm that during the
second calendar year preceding [the effective date of this
act} nad:

(a) sales of natural gas in Montanay for purposes
other than resales that exceaded 10 billion <ubic feet; or

(b} Sales of electric power in Montanar for purposes

other than resales that exceeded 500 million kilowatt hourse

NEW_SECTIOUa Section 2. Utility purchase of
consarvation -~ approval by commissione {1} A utility shall
purchase conservation by investing in cost-effective

conservation measures to be used by its customers within its
service arsa.

{2} The conservation purchases provided for in
subsection (1) are subject to approval by the commissions

(3) Cost-effective conservation measures approved by
the commlission musty at tha customer"s discretions be
installed by either:

{a} a person not primarily engaged in the generation
or sate of electricity or the supplying or sate of natural
gass or

(b} the custamer himselfy in which case, the utility
ma; reimburse for only the cost of materials necessary to
install the conservatfon measures

NEW_SECTY ™™s Section 3. Eligible conservations

INTRODYJCED BILL
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Conservation purchases are eligible wunder [sections 1
through 67 if they are made for canstruction or instaliation
that is begun after [the effective date of this actl and
before January 15 1993, and whichy at the time they are
placed in the rate base, are detergined oy the commission to
be cnst—effacﬁive.

NEW_SELIION. Sectlon 4. Commission to i nclude
conservation in rate bases In order to encourage the
purchase of conservation by a utilitys the commission shall
include conservation purchases or investments eligible under
[section 3] and in compliance with criteria adopted wunder
[section 5] in @ utility*s rate base.

NEM_SECIION. Section 5. Criteria for allowable
cost-effective conservation -~ inspectionss {1} The
commission shall establish criterias including engineering
and cost-effectiveness criterias for conservation that may
be placed intoe a wutility’s rate base under {sections 1
through ¢J. The commission may require a utklity to conduct
ensite energy audits at the request of a utility®s customer
to establish the engineering and potentijal for
cost-effective conservation measurese

(2} The commission or the utilitys or bothe may
conduct onsite ln;pectlons to insure that conservation
measurss areé installed in compliance with the cosmission’s

requiremants.
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M _SECIIUN: Section 64 Prohibition against utility
ctaiming conservation = tax credite. A utility whose
conservation is placed in the rate base undar ([sections 1
through 61 wmay not claim the tax credit allowed in
15-32-10T7

Saction Te Section 15-32-10T7s M{As iz amended to reaa:

*15-32-1CT7. Loans by utilities and financ:al
institutions -- tax credit for interest differential. (1) A
public utility providing electricity or natural 3jas eay
install or pay for the instaltation of enerqy conservation
materials or recognized nonfossil forms of emergy generation
systems in a dwelliinge The wtility way agree with the
occupant of the dwelling that the occupant shall reimburse
the utility for its expenditure in periodic installment
payments adden to the occupant's reqgular Dpiil  for
electricity or natural gass The utility may charge inierast
not exceeding the equivalent of 7X per year on the dectining
balance of the sum advanced for the installation of enerqgy
conservation materials and recognized nonfossil forms of
energy generation systemsa

{2} A financial institutions as defined in 32-6-103,
may offer and make loans at an interest rate not less‘than 2
percentage points Delow the discount rate on 90~day
commercial paper in effect at the federal reserve bank in

the ninth federal resarve district.
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{3} & Except.as.provided.in.subseqtion.(62s _a public

utility or a financial institution lending money under this
section may compute the difference between interest It
actually receives on such transactions and the interest
which would have been received at the prevailing average
interast rate for home Improvement loanss as prescribed In
rules nade by the public service commission. The utility may
apply the difference so computed as a credit against its tax
liabitity for the electrical energy producer®s license tax
under 15-51-101 or for the corporation license tax under
chaptar 31y part 1« The public service commission shall
regulate rates in such a wmanner that a utility making Yoans
under this secticn may not wmake 3 profit as the result of
this sections The Ffinancial institution way apply the
differ ence so computed as a credit against its tax liability
for the corporation license tax under chapter 31y part 1.

{4) A utility may not claim a tax credit wunder this

‘section exceeding $500,000 in any tax yeare A financial

institution may not claim a tax credit under this section
exceeding 52,000 in any tax year.

(5) The public service commission may make rules to
implement this sectlon.as it shall apply to public utilities
onlya

£5)__A_public utility whose purchases _of _copsgcvarign
aca__placed__in__the__rete _base .as.provided in fsectigos 1

5e
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throwgb_ 6] _may oot _receive a  _tax credit _undec. . subsection
£3)a"

YEM_SECIION. Section 8. <Codification instruction,
Sections 1 through 6 are intended to be codified as an
integral part of Title 6%y chapter 3.

—-End-
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STATE OF MONTANA

RequesT N0, 416783
FISCAL NOTE
Form BD-15
in compliance with a written request received _February 15, .19 83 , there is hereby submitted a Fiscal Note

for _House Bill 765 pursuant to Title b, 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.

. DESCRIPTICN OF PROPOSED LEGISLATION:

House Bill 765 requires certain gas and electric utilities to purchase cost-effective
energy conservation; and requires the Public Service Commission to include conservation
in a utility's rate base.

ASSUMPTIONS :

1) Hire a Mechanical Engineer at Grade 14 plus benefits at 20% to establish engineering
criteria for conservation measures and make a small number of omsite inspections
to insure that conservation measures have been properly installed.

FISCAL IMPACT:

Total
FY 84 : FY 85 Biennium
Mechanical Engineer $ 24,118 $ 24,118 $ 48,236
Operating Expenses 4,000 4,240 8,240
Equipment 1,200 0- . 1,200
Total Expenditures $ 29,318 $ 28,358 § 57,676

The bill should reduce the amount of the credits from low interest conservation
loans made by utilities. In FY 82, the amount of credits granted against the electrical
energy producer's tax and the corporate license tax liabilities was approximately

$211,000. The amount of future credits should decline from this level as previous
loans are paid.

FISCAL NOTE 14:V/1

(God W ;&M
BUDGET DIRECTOR
Office of Budget and Program Planning

Dote: 2= = | = £ 3
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STATEMENT OF INTENT
HOUSE BILL 765

House Business and Industry Committae

4 statement of intent is . necessary for this bil}
because it directs the Public Service Commission to adopt
rules governing the instaltation of cost-effective
conservation measures and the reflection of those measures
in 2 utility®s rate bases The commission must adopt criteria
and standards for:?

(L} aYlomable conservation measures ffon an
engineering standpainti

(2) cost-effectiveness;

{3) on-site energy audits;

{4) conservation corresponding to end-use of eneyrgy
that a utility provides;

(5) inspections;

{6) inclusion of conservation in a utility's rate
base;

{T) othar procedures necessary to implement this acte

In adopting cost-effectiveness and engineering
criterias the commission is directed to consult with the
Department of Natural Resources and Conservation and with
Montana's representatfves to the Northwest Power Councile

It is not the intent of the legislature to allow grants

HB 765

from the Bonneville Power Administration for purposes of

conservation to be placed in the rate base.

2= SECOND READING
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Approved by Committee
on Business angd Industr

HOUSE BILL NOe« 765
INTRODUCED BY KADASs FADREGAs

VINCERT» KEMHIS

A BILL FOR AN ACT ENTITLED: ™AN ACT TC REQUIRE CERTAiN GAS
AND FELECTRIC UTILITIES TO PURCHASE COST-EFFECTIVE ENERGY
CONSERVATION; 7O REQUIRE THE PUBLIC SERVICE COMHISSION YO
INCLUDE CONSERVATION IN A UTILITY'S RATE BASE; AMENDING

SECTION 15-32-k07y MCA.™

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

NEM. SECII0Na Section 1. Definitionss. As used in
[sections 1 through 6)s the following definitions apply:

(1) "Avcided costs® means the incremental costsy as
deternined by the comnissions to an electric or natural gas
utility of energy or capacitys or bothy whichs but for the
purchase of conservationy the wutility would generate or
supply itself or purchase from another source.

t2) "Commission™ means the public service commission
provided for in Yitle 6%y chapter ly part 1.

t{3) "Conservation™ means a measure DR__COMBINATION _QF
MEASURES that supplies energy IO_A_RESIDEMIIAL.BUILDING by
increasing the energy efficiency of building shellsse
equipnents or processess

(4) “Cost-effective™y as applied to conservationy
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means a conservation measure whose cost per unit of aenergy
conservaed over the economic life of the measure is less than
50% of the utility®s avoided coste

£3)__“BESIDENIIAL. -BULLDING® MEANS A_BUTLDING USED EGR
RESIDENTIAL OCCUPANCY JIHALZ

La).-WAS _EULLY CONSTRUCTED AND. HABITABLE _AS__QFE__[IHE
EEEECTIVE..DAYE DE.IHIS_ACI):

{8)-_HAS. _A. SYSTEM__FOR HEATING. COOLINGs OR_BOTH JTHAT
USES_A_FufL_SUPPLIED.BY IHE_UTILITY: AND

L) CONTAINS_AT_LEAST ONMEs _BUX. _NOT_ _MORE__THAN _EOUS
SEPARAYELY. QOR__CENTRALLY HEATED OWMELLING UNIISs OR CONTAINS
MORE_THAN_EUUR_SEPARATELY HEATED. OR_COOLEDs OR_BOTH HEATED
AND_COQLED _UNITSx

+5¥Lb) *Utility®™ means a person or fire that during
the second calendar year preceding [the effective date of
this act] hads:

{a) sales of natural gas in Hontanas for purposes
other than reasales that excecded 10 billion cubic feet; or

{D) sales of electric power in Montanas for purposes

other than resales, that exceeded 500 million kilowatt hourss

SEW _SECTIONa Section 2. Utiliry purchase of
conservation =-— approval by commissione {1) A utility shall
purchase conservation by investing in cost-effective

conservation measures to be wused by its RESIDENTIAL

custoners within its service 3areae.

-2- HB 765
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{(2) The conservation purchases provided for in
subsection [l) are subject to approval by the commission.

{3} Cost-effective conservation measures approved by
the czommission mustsy at the custowmer's discretiony be
installed by either:

{a) a person not primarily engaged in the generation
or sale of electricity or the supplying or sale of natural
gasi or

{b) the customer himselfs in which case; the—utitity
may-reraburse—forronty-the—cost-of--naterials--necessary——to
et t-——the—conservatiton-neasere LABQOR_COSIS.MAY DE USED 1O
BUACHASE EUBRIMER CONSERVATION MEASURES. THE CUSTOMER MAY NOT
BAY_HIMSELE_LABOR COSTS.

NEM_SECTIIONs Section 3. Eligible conservations (11l
Conservation purchases are eligible under [sections 1
through &) 1f they are wade for construction or installation
that is begun after [the effective date of this act) and
before January 1+ 1993y and whichy at the time they are
placed in the rate bases are determined by the commission to
be cost-effectivae

{231 A _BUILODING SHELLs PLECE DE _EQUIPMENT. _OR..BRUCESS
IHAY HMAS...BEEN_ . REIROEITIEQD. UNDER _[THIS _aCT] HWITH _a
COMSERVATION MEASURE OB _MEASMSES MAY _oQl BE _RETROEITIED
AGAIN-UNRER THE PROVISIONS SIFJGIMES 4CT 1

NEM_ SECTION, . Section 4. .Cammissian o include

-3 B FHS
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conservation in rate basees {1) In order to encourage the
purchase of conservation by a utilitys the commission shall
include conservation purchases or investments eligible under
fsection 3] and in compliance with criteria adopted under
[section 5] in a utility's rate bases

121 . THE._ _COMMISSION_ . _SHALL. __PRESCRIBE _AMOAYIZATION
PERIODS. EOR CONSERYATION TWAY IS INCLUDED _IN__& _UILLITY®S
BALE BASEs

NEW_SECTION. Section 5« Criteria for allowable
cost—ef fective conservation == inspectionse (1) The
commission shall establish criteriay including engineering
and cost-effectiveness criterias for conservation that way
be placed into a utility®s rate base under [sections i
through 6]« The commission may require a utility to conduct
OR__I0_COMNIRACI_FQOR onsite energy audits at the request of a
utility's customer to establish the engineering and
potential for cost~effective conservation measures.

{2) The commission or the utllitys or both, may
conduct onsite inspections to insure that conservation
weasures are {installed in compliance with the commission's
requirementse

£3) _THE_COMMISSION _SHALL _LIMIT. _THE_ _APEPLEICATION QOF

GRNSERYATION MEASURES-ID CORRESEOMD TO YHE EXASTING £MO-USE

DE_ENERGY THAX A-UTILILY PROVIQES. IO A CUSLQMER AL THE__TIME
IME. ENERGY AUDLI. IS _COMDUCIER.

i HB T65
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NEM_SECTION. Section 6. Prohibition against utjlity
claiming conservation tax cradita. A utiltlty whose
conservation Is placed in the rate base under [sections 1
through 6] may not claim the tax credit allowed in
15-32-107 -

Section T« Section 15-32-107y MCAs is amended to read:

- ®15~32-107« toans by utilicies and financial
institutions — tax ¢redit for interest differential. (L) A
public utility providing electricity or natural gas may
instal! or pay for the installation of energy conservation
materials or recoanized nonfossil forms of energy generation
systems In a dwellinge The wutility may agree with the
occupant of the dwelling that the occupant shall reimburse
the utility for its expenditure in periodic installment
payments added to the cccupant®s regular bill for
electricity or natural gase The utility may charge interest
not axceeding the eduivaltent of Tt per year on the declining
batance of the sum advanced for the installation of energy
conservation materials and recognized noafossit forms of
energy generation systemse

(2) A financial institutions as defined in 32-6-103,
may offer and make loans at an interest rate not less than 2
percentage points below the discount rate on 9S0-day
commercial paper in effect at the federal reserve bank in

the ninth federal reserve district.

-5= HB T65
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{3) * Except--as_prowided ig subsectiogn. f6):.a public
utility or a financlial institution lending money under this
section wmay compute the difference between interest it
actually receives an such transactions -and the interest
which would have been received at the prevailing average
interest rate for home Emprovement loanss a5 prescribed in
rules made by the public service commissions The utility may
apply the diffarence so computed as a credit against its tax
ltabil ity for +the electrical energy producer®s license tax
under 15-51-101 or for the corporation license tax under
chaptar 31y part 1le The public service commission shall
regutate rates in such a manner that a utility making 1loans
under this section may not make a prqfit as the result of
this sections. The financial iastitution may apply the
difference so computed as a credit against its tax liability
for the corporation license tax under chapter 31y part 1.

{%*) A utility may not claim a tax credit under this
section exceeding 3500000 in any tax years A financial
institution may not claim a tax credit under this section
exceeding $2.000 in any tax yearas

{5} The public service commission may make rules to
implement this section as it shall apoly to public utilities
onlys

L&1._A . public_ _urilliy wbose_ purchases. of_conservation
arg_placed ia.the rate..pase _as__proyided _io [sectigos 1

-t HB 765
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through. &) _may _not _receive 3 tax credit undey subsection
FETPL

NEJ_SECILiNe Section B« Codification instructione.
Sections 1 through 6 are intended to be codifled as an
integral part of Title 69y chapter 3.

-End~
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