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INTRODUCED 

A BILL FOR AN ACT ENTITLED: •AN ACT fo REQUIRE CERTAIN GAS 

AND ELECTRIC UTILITIES TO PURCHASE COST-EFFECTIVE ENERGY 

CONSERVATION; TO REQUIRE THE PUBLIC SERVICE COMMISSION TO 

I~CLUDE CONSERVATION IN A UTILITY'S RATE BASE; AMENDING 

SECTION 15-32-107, NCA.• 

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

~E~-SEtllQUa Se~tion 1o Definitions. As used in 

{sections 1 throuqh 6]• the following definitions apply: 

(1) •Avoided costs• Means the incre~enta1 costs• as 

determined by the commisslon 9 to an electric or natural gas 

utility of energy or capacity, or both, whicht but for the 

purchase of conservat1on 9 the utility would generate or 

supoly it~elf or purchase from another source. 

(2} •co~mlssion• ~ans the public service co~mission 

provided for in Tl~le 69 9 chaoter lt part 1. 

(3) •Conservation• •eans a .easure that sup;:tlies 

energy by increasing the energy efficiency. of buildinq 

shells. equip~nt. or processes. 

(ttl •cost-effective•, as applied to conser"tation., 

MPans a conservation •easure ~hose cost per unit ~f energy 

consented over t.he economic life of the 11easure is less than 
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LC 0964/01 

50~ of the utility•s avoided cost. 

(51 •utility• aeans a person or fire that during the 

seCond calendar year preceding [the effective date of this 

a~t) had: 

(a, sales of natural gas in ~ontana., for purposes 

other than resalew that exceeded 10 billion cubic feet• or 

(bJ sales of electric power in "ontana., for purposes 

other than resale. that exceeded 500 million kilowatt hours. 

~~~-~EtllOUa Section 2. Utility purchase of 

conservation-- ap?roval by com•isslon. (1} A utility shall 

purchase conservation by investing in cost-effective 

conservation measures to be used by its cu~to•ers within its 

service area. 

(2J The conservation purchases provided for in 

subsection (1) are subject to ap?roval by the co .. ission. 

(3) Cost-effective conservation 111easures approved by 

the commission must., at th~ customer•s discretion. be 

installed by eit.her: 

(3) a person not pri~arily engaged in the generation 

or sale of P.lec~ricity or the supplying or sale of natural 

gas; or 

(b) the customer hl~self• in which case, the utility 

may n~i lt'burse for only ·the cost. of materials necessary to 

Install the conservation ~easure. 

~E~-SE~:v-~. ~ection 3. Eligible conservation. 
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Conservation purchases are eliqible under [sections 1 

through 6J if they are made for construction or installation 

that is begun after [the effective date of this act] and 

before Janu3ry 1. 1993, and which, at the time they are 

placed in the rate base, are deter.ined by the comaission to 

be cost-effec~ive~ 

~Eii-ScCUCtla Sect I on •· co.,. Iss ion to include 

coose~vat,on in rate base. In order to encourage the 

purchase of conserva~ion by a utility, the co•mission shall 

include conservat1on purchases or investeents eligible under 

[section 3) and in co•p1iance with criteria adop~ under 

[section 5) in a utility•s rate base. 

~Eii-SfCilatia Section 5· Criteria for allowable 

cost-effective conservation inspections. Ill The 

conission shall establish criteria, lnclllfding eng.4neering 

and cost-effectiveness criteria, for conserva~ion that •ay 

be placed into a utfllty•s rate base under [sections 1 

throuqh 6J. The COMMission may require a utll ity to conduct 

onsite energy audits at the request of a utility•s custo•er 

to establish the engineering and potential for 

cost-~f~ective conservation ~asures• 

{2) The c~lsslon or the u~llityo or botho aay 

conduet onsJ~e Inspections to insure that conservation 

.aeasures are installed in co•pli ance with the coM iss ion•s 

requi-rements. 
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~~~~-~ECilDtla Sec~lon 6. Prohibition against utility 

claiming conservation tax credit. A utility whose 

conservation is placed in the rate base under (sections 1 

throuqh 6] &dy not clal• the tax credit allowed in 

15-32-101. 

Section 7. Section 1S-3l-107v HCA• is dmended to re3d: 

•t5-32-1C7. Loans bp utilities and f i noC.lnc i ill 

institutions tax credit for interest diff'eren-tial. Cl) A 

public utility providing electricity or natural ~as ~.-.._;y 

ir1stall or pay for the Installation of energy conservation 

•a~erials or recognized nonfosstl forms of energy generation 

syste•s in a dwelling. "The utility •ay aqree with the 

occupant of the d~elling that the occupant shall reimburse 

the utility for 

payMents add ad 

its e•penditure in periodic install~nt 

to the occupant's rP.gular Diil £or 

electricity or natural qas. Th'!:!' utility may ctlarqe Jn·~..~rest 

not exceeding the equivalent of 7t per year on the Ueclininq 

balance of the su• advanced for the installation ot enerr,~y 

conservation Materials and r&cognized nonfossil forMS of 

energy generation systems. 

{ZI A financial institution. as defined in 32-6-103• 

•&Y offer and •ake loans at an Interest rate not less than 2 

percents~ points below the discount rate on 90-day 

coamercial paper in effect at the federal reserve bank In 

the ninth federal reserve district. 
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(3) " public 

utility or a fin3ncia1 institution lending money under this 

section •~Y co~pute the difference between interest It 

actually receives on such transactions and the interest 

wh5ch would have been received at the prevailing average 

inter~st rate tor ho•e l.prove~nt loans. as prescribed In 

1 rules ~ade by the public service co .. ission. The utility May 

a appl1 the difference so coaputed as a credit against its tax 

9 liability for the electrical energy producer•s license tax 

to under 15-51-101 or for tne corporation license tax under 

11 chapt~r 3lt part 1. The public service co••ission shall 

12 regul~te rates in such a aanner that a utility making loans 

13 under this section .ay not Make a profit as the result of 

14 this section. The financial institution ~ay apply the 

15 difference so computed as a credit against its tax liability 

16 for the corpora~ion license tax under chapter 31• part 1. 

17 (4) A utility may not clal• a tax credit under this 

1~ ·s~ction exceeding ssoo,ooo in any tax year. A financial 

19 institution may not clai• a tax credit under this section 

20 exceeding s2,00C in any tax year. 

21 (5) The public service co••lsslon •ay make rules to 

22 l~ple.ent this section as It shall apply to public utilities 

23 onlv. 

24 l~l--A-RUbli~_utllit¥-MbR~~~~biiK~--Qi __ kQ~~gn 
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~EW-~~~llUKa Section s. Codification instruction. 

Sections 1 through 6 are intended to be codified as an 

integral part of Title 69 9 chapter 3. 

-End-
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STATE OF MONTANA 

FISCAL NOTE 

416-83 
REQUEST NO .. ------

Form BD·/5 

In compliance with a written request received February 15 • , 19 ..!l_, there is hereby submitted a Fiscal Note 
for House Bill 765 pursuant to Title 6, 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: 

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 onsite 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 11200 o- 1 1200 
Total Expenditures $ 291318 $ 281358 $ 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 

BUDGET DIRECTOR 
Office of Budget and Program Planning 

Date: "2... - I Z - K J 
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48th Legislature HB 765 

1 STATEHENT OF INTENT 

2 HOUSE· BILL 765 

3 House Business and Industry Co••lttee 

't 

5 ~ statement of intent is necessary fo~ this blll 

b becau3e it directs the Public Service Commission to adopt 

1 rules governiny the I nstallati or of cqst-effecti ve 

a conser'lat ion aeasures and the reflection of those tDeasures 

9 in a utillty•s rate base. The commission MUst adopt criteria 

10 and standards far: 

ll (1) allowable conservation measures fro• an 

12 engineering standpoint; 

13 (2) cost-effectiveness; 

14 (3) on-site energy audits; 

15 (~) conservation corresponding to end-use of energy 

16 that a utility provides; 

11 (5) ;nspections; 

18 (bJ inclusion of conservation in a utility•s rate 

19 ba!.e; 

20 (T) oth~r procedures necessary to implement this act. 

ll In adopting cost~eftectiveness and engineerIng 

zz criteria• the commission is directed to consult with the 

23 Depart~ent of Natural R~sources and Conservation and with 

l4 Monta:td•s representatives to the Northwest Power Council. 

25 It is not the intent of the legislature to allow ~rants 

1 

2 

HB 765 

fro• the Bonneville Power Ad•inistration for purposes of 

conservation to be placed In the rate base. 
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Approved by Committee 
on Business and Industry 

HOUSE BILL NOo 765 

INTRODUCED BY KAOASt FASREGA, 

VINCENT, KEHHIS 

A BILL FOR AN ACT ENTITLED: "AN ACT TO REQUIRE CERTAIN GAS 

ANO ELECTRIC UTILITIES TO PURCHASE COST-EFFECTIVE ENERGY 

CONSeRVATION; TO REQUIRE THE PUBLIC SERVICE COHHJSSION TO 

INCLUDE CONSERVATION IN A UTILITY 0 S RATE BASE; AMENDING 

SECTIO~ 15-3Z-107t MCA.• 

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

~E~-SELllO~a Section 1. Definitions. As used in 

[sections 1 through 6]t the following definitions apply: 

(1) •Avoided costs• means the incremental costst as 

deter~ined by the commission, to an electric or natural gas 

utilitv of ener9y or capacity, or both, which, but for the 

purchase of conservation, the utility would generate or 

suppl~ itself or purchase from another source. 

(Z) •CoMmission" Means the public service commission 

provided for in Title 69, chapter lt part 1. 

(3) •conservation• •eans a aeasare DR--~al~~__Qf 

aE!SU&~S that supplies energy ID-A-REilDf~IlAL-aU~ by 

increasing the energy efficiency of t>uil ding shell sy 

equ i?.ne nt' or processes. 

(~» •cost-effective"• as applied to conservation, 
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HB 0765/02 

means a conservation measure Nhose cost per unit of &nergy 

conserved over the economic life of the measure is less than 

50' of the utitlty•s avoided cost. 

lU-..!!B.EU!!J;I!IIUI.-IIUlLIUIIIJZ!_!!E!lll~-!...I!UIUlllil&..llS~ 

&ESl!!E~Il!L_QLLUe&ULI-~~ 

L&l--~AS-EULLX~~~l&ULif!!~D--HAall!aL~--OE-~ 

EEEELil~E-D!If_Qf-IHIS-ALIJ~ 

Lal--~~-A--S~H--EOB-~~&ILHG~QOLl~~L-O&_noiU-Iti&I 

llSES-A-EUfL_sueeLle~l-IHE-UllLl!Xl_A~!! 

ikl--~AlmS_!I-LE!SI-DM~a--DUI __ ~oi _ _aoaE _ _IH!ti__EQUR 

SEf!BAI~QR--kf~IB!LLl-~EAlfDL~LLl~-U~liSs-CR-kOHIAlUS 

~Q&E_ItlAU-fUUB-~ee&!AIELl-UfAI~l!s-DR-LU!!Lf~ DR BQIH tifAI~ 

AHD-LPoLE!!-~IISa 

f7t.Lfll •Utility• means a person or firm that during 

the second calendar year preceding [the effective date of 

this act:] had: 

(a) sales of natural gas in Montana, for purposes 

other than resale. that exce~1ed 10 billion cubic feet; or 

(b) sale5 of electric power in Montana, for purposes 

other than resale, that exceeded 5UO million kilowatt hours. 

i~~-~tilOU& Section 2. Utility purchase of 

conservation --approval by commission. (1) A utility shall 

p~rchase conservation by investing in cost-effective 

conserlfation measures to be used by its ~~ 

custo~ers within its service ~rea. 

-2- HB 7&5 
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(2) The conservation purchases p~ovided fo~ in 

subsection (ll are subject to approval by the commissJon. 

(3) Cost-effective conservation ~as~res app~oved by 

the co•mlssion aust. at the custo•er•s discretion, be 

installed by either: 

($-) a person not -prl~narily engaqed in t.he genel"atlon 

or sate -of elec-tricity o.r the supplying or sale of" natural 

gas.; or 

(b) the cust-1'" hieselft •n which -case, t>he-ttt>+++t>y 

.ay~~•Barse ~~ &ft~y~he-eo~~-o~--·e~er+e~ee-..ary--~ 

+tost>eH-t>be-eon .. r•n+on-.ee,.,.,... uaga_~mxs llo\l( BE USED TO 

U:l-IUIIS~LE; LABQ& CQSU• 

~e!..!i~~Illll!a Section 3 .• Eli.gible conservation. J.U 

Conservat-ion purc-hases are eligible under [sections 1 

through .b) If they -are .,ade for construction or installation 

that is begun after [the effectiv.e date of this act J and 

before January 1, 1993, and which, at the time they are 

placed in the rate base, are determined by the commission to 

be cost-effective. 

Ul A BUILDING StifLLt PU"-.QE;.J;.QUU!Ifn._..IIL PflQCESS 

Il:I&L__IWi_--ll.eflll--...&UBjlfUIEJI_IllilllflL..UIIU &~I} w II II ...t 

,~l£!U91l..lf~~~..-lllill-~.AUWIU!iQ 

&faUJtlllQE& IijE QQVlUQIIS .. <foUlS Ki(_l• 

'!lei~SE'IllU._ Sect:.i,ao . .._ ~Jo~s.i'"" $0 ··~·~· 
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conservation in rate base• L~ In order to encourage the 

purch~se of conservation by a utility, the commission shall 

include conservation purchases or investments eligible under 

[sec-ti::>n 3] and incompliance with criteria adopted under 

[section 5] in a utility's rate base. 

l~l--IIIL-'-Clll!Ullll!L.._SliALJ... __ e&f!ialliL-Al!OB.lll.Alllltl 

eflWlllS-fO&-'lltiSEBltUlli!!I-111AI-1L-.WI:UI~-ltL-4-..UllUICS 

BAU-IIt.!ifa 

tlfW-Sf~a Section 5. Crit~ria for allowable 

cost-effective conservation -- inspections. (lJ The 

commission shall establish criteria• including engineering 

and cost-effectiveness criteria• for conservation that may 

be placed into a utillty•s rate base under [sections 1 

through 6]• The coamission may require a utility to conduct 

OB--10-tOUIBA~-EO& onsite energy audits at the request of a 

util ity•s custo~~er to establish the engineering and 

potentfal for cost-effective conservation measures. 

(2J The coamission or the utility. or both, may 

conduct ons i-te inspectIons to insur-e that conservation 

•easures are Installed In compliance ~ith the commission's 

requi rements• 

LU--IIIE..ldllllllS!illl!l S!IALJ.--Llltll--lliL A~fJ.ItAU ON QE 

l:ll~~l[UION !lfA!iU&.f!i-UI.,.(;DB&UfllldLIO-IIIWU!illltii~Sf 

QE;_j;UI;B.liX..ltiAl,o.l.J.I:UUD:..UOUQ!;S 10 6 'USJQHfR AI li1E ll!!f 

lllf-fll~&liX-AliiUI..lS ljQMQI"l~ 
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!EH-SELilaH& Section 6. Prohibition against utility 

clal•lng conservation tax credit• A utility whose 

conservation Is placed in the rate base under (sections 1 

through 6] may not clai• the tax credit allowed in 

15-32-107. 

Section 1. Section 15-32-107• HCAt is a.ended to read: 

· •15-32-101. Loans by utilf~ies and financial 

institutions-- tax credit for interest differential. (1) A 

public utility providing electricity or natural gas may 

install or pay for the installation of energy conservation 

materials or recognized nonfossll forms of energy generation 

systees In a dwelling. The utility ~ay agree with the 

occupant of the dwelling that the occupant shall rei•burse 

the u~lllty for its expenditure in periodic installMent 

payments added to the occupant•s regular bill for 

e1ec~ricity or natural gas. The utility may charge interest 

not e~ceeding the equivalent of 7t per year on the declining 

balance of the sum advanced for the installation of energy 

conscrwation materials and recognized nonfossil forms of 

energv generation syste~s. 

(l) A financial institution. as defined In 3Z-6-103 9 

•ay offer and make loans at an Interest rate not less than 2 

percentage points belo~ the discount rate on 90-day 

com~er~lal pa~er in effect at the federal reserve bank in 

the ninth federal reserve district. 
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PI .-. fKI:illlt-illl-~ed lg ntaataillll.J~ public 

utility or a financial Institution lending 11oney under this 

section May coMpute the difference between Interest 1 t 

actually receives on such transactions .and the interest 

~hich would have been received at -the prevailing average 

interest rate for ho•e i•provement loans.,. as pr-escrib-ed in 

rules ~ade by the public service coa•lssion. The utility aay 

apply the difference so co~uted as a credit against its tax 

1 fabil i ty for the electrical energy producer•s 1 icense tax 

under 15-51-101 or for the corporation license tax under 

chapt~r 31, part l• The public service ~o••tssion shall 

regulate rates In such a •anner that a utility •aking loans 

under this section may not .ake a profit as the result of 

this section. The financial institution may apply the 

difference so co•puted as a credit against its tax liability 

for the corporation license tax under chapter 31• part 1. 

(ft.) A utility 11ay not clait11 a tax credit under this 

sectinn exceeding s5oo.ooo in any tax year. A financial 

instit~tion may not claiM a tax credit under this section 

exceeding $2t000 in any tax year. 

(5) The public servic@ commission ~ay make rules to 

imple~ent this section as it shall apoly to public utilities 

only. 

L~~--A--P~bll'--~ilLt¥-MbQ~~-PULt;~~-Of-~¥atian 

gL~-~la~~-la-tbe_Lat2--na~e--a~--OLO¥i~n [se,tiga~-1 

-I>- HB 765 
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1 tlltAILIIII--fiJ !Ia¥ oal-...J:~1ll&_.ii..Ll¥~li.U-uwar subsecll!u1 

LlJ.a• 

~K_$ECTJQN. Section e. Codification Instruction. 

2 

3 

4 Sections 1 through 6 are intended to be codified as an 

5 integral part of Title 69• chapter 3. 

-End-
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