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SENATE BILL NO. 456 

IN'rRODUCBD BY FULLER, HARPER 

IN THE SENATE 

Introduced and referred to 
Committee on Business and 
Industry. 

Fiscal Note requested. 

Committee recommend bill 
do pass as amended. Report 
adopted. 

Fiscal Note returned. 

Bill printed and placed on 
members' desks. 

Second reading, do pass. 

Correctly engrossed. 

Third reading, passed. 
Ayes, 47J Noes, 2. 
Transmitted to House. 

IN THE HOUSE 

Introduced and referred to 
Committee on Business and 
Industry. 

Committee recommend bill be 
concurred in as amended. 
Report adopted. 

Statement of Intent 
attached. 

Second reading, concurred in 
as amended. Statement of 
Intent amended. 



March 25, 1983 

March 26, 1983 

March 28, l 983 

March 29, 1983 

April 8, 1983 

April 13, 1983 

April 15, 1983 

April U, 1983 

On motion taken from third 
reading and referred to 
second reading. 

Second reading, pass 
consideration. 

Second reading, concurred in 
a.s amended. 

Third reading, concurred in. 

IN THE SENATE 
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Returned to Senate with 
amendments and Statement 
of Intent. 

Second reading, amendments 
not concurred in. 

On motion, Free Conference 
Committee requested. 

Free Conferet'lce Committee 
appointed. 

Free Conference Committee 
reported. 

Second reading, Free 
Conference Committee report 
and Statement of Intent 
adopted. 

I 

Third reading, Free Confer-
ence Committee reoort and 
Statement of Intent adopted. 

Free Conference Committee 
report adopted by Uouse. 

Sent to enrolling. 

Reported correctly enrolled. 
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--L. c._ BILL NDo #tf 
INTRIJ'lUCED BY ;r:;r-~ /-----
A BILL FOR AN ACT ENTITlED: •AN ACT TO AllON AN ElECTRIC DR 

GAS UTiliTY TD PURCHASE DR INVEST IN COST-EFFECTIVE ENERGY 

CONSERVATION; TO REQUIRE THE PUBLIC SERVICE CONNISSJON TO 

lNClJOE COHSERVATJDN IN A UTILITY'S RATE BASE; TO REQUIRE 

THE PUBLIC SERVICE CON~ISSJON TO AlLDN A HIGHER INCREMENTAL 

RATE OF RETURN ON CONSERVATION; AMENDING SECTION 15-32-107• 

MCA.• 

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

tfH-SE~Ha Section 1. Definitions. As used In 

(sections 1 throuoh 6]• the following definitions apply: 

(1) •Avoided costs• •eans the lncre.ental costs, as 

deter•ined by the com•fssion, to an electric or natural gas 

utili~y o~ energy or capacity, or botht which, but for the 

purchase of or invest~ent in conservation, the utility would 

g@ner~te or supply itself or purchase fro• another source. 

(2) •Com~isslon• ~ans the Montana publtc service 

commission created in 2-15-2602. 

(3) "Conservation• .eans a cost-effective aeasure that 

increases energy efficiency and ~hlch• over its economic 

life, costs less than: 

(<~) electricity frolft a conventional fossil fuel or 
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hydroelectric or nuclear plant; or 

(b) natural gas fro~ a conventional source. 

(~) •Utility• .aans a person or fir• engaged In the 

business of: 

(a) interstate or intrastate transportation and local 

dtstribution of natural gas for ultl.ate consu~tlon subject 

to the coe•ission•s jurisdiction under this title; or 

(tl) providing electric service subject to the 

jurisdiction of the co~isslon under this title. 

Section z. Utility invest.ant In or 

purchase of conservation 

utility •ay: 

approval by co .. lssion. (1) A 

(a) purchase conservation fra. a private conservation 

coMpany; or 

(b] ··directly engage in conservation investwents. 

(l) The conservation purchases or invest•ents provided 

for In subsection (1) are subject to approval by the 

co••is$ion. 

~f~_SftllQ~£ Section 3. Eligible conservation. 

Conservation purchases or investMents are eligible under 

[sections 1 through 6] if they are Made for construction or 

in~tallation that is begun after (the effective date of this 

act] and before January 1• 1993, and that. at the tiMe they 

are ~lac@d in the rate base, are deter~ined by the 

commission to cost no more than 50& of the utllity 9 5 avoided 

-2- I N T R 0 D U C E D B 1 L L 
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costs. 

ffl:o!L.SE.l:UOL Section Ito Co-iss ion to include 

conservation in rate base rate oF return. (1) In order to 

encourage the purchase of or investMent in conservation by a 

utility• the cow•lssion shall include conservation purchases 

or investMents eligible under [section J] and in co•pll3nce 

•ith criteria adopted under [section 5] in a utility•s rate 

base. 

(2) The commission shall allow a rate of return on 

purchase of or investment In conservation• established by 

adding an increaent of 2• to the rate of return on co-.on 

equity pereftted on the utility•s other invest.eftt,s-•. 

(3J The c~•ission shall allow the rate of return 

incre.ent provided for in subsection (Z) for a period not to 

exceed 30 years after the conservation is first placed in 

the rat.e basa. 

ltK-St~Wl& Section 5. Criteria for allowable 

conservation -- onsite audits. (lJ The co .. lssion shall 

establish criteria, including engineering and 

cost-effectiveness criteria• for conservation that may be 

placed into a utility•s rate base under [sections 1 through 

6]. The com•lsslon may require a utility to conduct onsite 

energv audits to estab1ish the crtteria. 

(2J The co .. ission ~ay conduct onslte energy audits to 

insure compliance with the criteria established under 

-3-
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subsect Jon ( 1). 

MfW SECTIOUa Section 6. Prohibition against utility 

clai11lng conservation tax credit• ~ ut iJ ity whose 

conservation is placed in the rate base under [section5 1 

throu<~h 6] may not clai• the tax credit allowed in 

15-32-lOTo 

section 7• Section 15-32-107• MCA• is aaended to read: 

•15-32-107. loans by utilities and ~inanclal 

lnstitu~fons --tax credit for interest differential. (1, A 

public utility providing electricity or natural gas ~ay 

in$tall or pay for the installation of energy conservation 

•aterials or recognized nonfossfl forms of energy generation 

systeas in a dwe111R9• The utility may agree with the 

occupant of the dwelling that the occupan~ shall reiMburse 

the utility for its expenditure In periodic install~nt 

pay11ents added to the occupant•s regular bill for 

electricity or natural gas. The utility •ay charge interest 

not exceeding the equivalent o~ 7~ per year on the declining 

balance of ~he sum advanced for the installation of energy 

conservation materials and recognized nonfossil forms of 

energ, generation syste•s• 

(2) A ~inanclal Institution. as defined in 32-6-103• 

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

percentage points below the discount rate on 90-day 

commercial paper in effect at the federal reserve bank in 

-4-
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the ninth federal reserve distrlc~. 

{~} * fK~ept as pta.idad_lo subscctlog_t6!. a public 

utility or a financial institution lending money under this 

section •ay co•pute the difference between interest it 

actually receives on such transactions and the Interest 

which would have been received at the prevailing average 

inter~st rate for ho•e l•proveaent lodns. as prescribed In 

0 rules •ade by the public service co .. fssion. The uttlity •ay 

9 apply the difference so co•pu~ed as a credi~ against Its tax 

10 liability for the electrical energy producer•s license tax 

11 under lS-51-101 or for the corporation license tax under 

12 ch~pt~r 31• part 1. The public service co••lssion shall 

13 regulate rates in such a •anner that a utility •akinq loans 

14 under this section aay not make a profit as the result of 

15 this section. The financial instit~lon •ay apply the 

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

17 forth~ corporation license tax under chapter 31• part l• 

18 (~) A utility May no~ clale a tax credit under this 

19 

20 

SPction exceeding S50Dt000 in any 

institution •ay not clai• a tax c~edit 

21 exceeding sz,ooo in any tax year. 

tax year. A financial 

under this section 

22 (5) The public service co•Mission •ay •ake rules to 

23 imple•ant this seetion as it shall apply to public utilities 

24 only. 

25 1~1--l-~Dl~-U~lli~bQ~gyL~~~g~c-l~~ 
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irl-~DliiiUillillD-ili:II-Plilr;.lld...I.D_:tJIL.CULIIull-.ilL.-R.t.ill[.i.dAil_irl 

LaeUiiiDL-l.-t.tn:llullb.....ll~~II-LU.-Utilit ullder 

~ua~er;.t1DD-1~s· 

~~M-SEtll~ Section s. Codification instruction. 

Sections 1 through 6 are intended to be codified as an 

integral part of Title 69, chapter 3. 

-End-
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STATE Df -TANA 
REQUEST NO. ~-~~:--~~-- _ 

FISCAL NOTE 

Furm /W·/5 

In compl•ance with a written request received February 18 • , 19 J!1__ , there is hereby submitted a Fiscal Note 

ior Senate Bill 456 pursuant to Chepter 53, Laws of Montana, 1965- Thirty-Ninth Legislative Assembly. 
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: 

Senate Bill 456 allows an electric or gas utility to purchase or invest in cost-effective 
energy conservation; requires the Public Service Commission to include conservation 
in a utility's rate base; and· requires the Public Service Commission to allow a 
higher incremental rate of return on conservation. 

ASSUMPTIONS: 

1) A mechanical engineer will be hired to establish engineering criteria for 
conservation measures and make a small number of on-site inspections to insure 
that conservation measures have been properly installed. 

FISCAL IMPACT: 

Mechanical Engineer (Gl4 = 20% ben) 
Operating Expenses 
Equipment 

Total Cost 

FISCAL NOTE 15: Z/1 

FY84 
$24,118 

4,000 
1,200 

~~~:!:~!~ 

FY85 
$24,118 

4,240 
-0-

TOTAL BIENNIUM 
$48,236 

8,240 
1,200 

~~f:!:g:fg 

BUDGET DIRECTOR 

Office of Budget and Program Planning 
Date: 2.... - L) - J .3 
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Approv•d by Committee 
on JBusiness and Industry 

SENATE BILL NO• 456 

INTRODUCED BY FULLER, HARPER 

A BILL FOR AN ACT ENTITLED: •AN ACT TO ALLOW AN ELECTRIC OR 

GAS UTILITY TO PU~CHASE OR INVEST IN COST-FFFECTIVE tNERG~ 

CONSE~VATION; TO REQUIRE THE PUBLIC SERVICE COMMISSION TO 

INCLUDE CONSERVATION IN A UTILITY'S RATE BASE; TO REQUIRE 

THE PUBLIC SERVICE (OM~ISSJON TO ALLOW A HIGHER INCREMENTAL 

RATE OF RETURN ON CmiSERVAT!UH; AMENDING SECTION 15-32-107o 

MCA•" 

BE IT ENACTED BY THE LF~ISLATURE Of THE STATE OF MONTANA: 

~~~-Sf~IlQ~& Se-tion 1. Definitions. AS used in 

(sections 1 through 6], the following definitions apply: 

(l) •Avoided costs" Means the ~~ere•en~ai costs, as 

deternined by the commissiony ~e-8"-@+~e~P?e-o~-~e~~re+-~e~ 

tttf++ty-of-e~er~y-er-ee~eef~y.-or-bothy-whtehy-ba~--~ep--~he 

parehe~e-of-or-tnve~~~ent-+~-eon~er~e~~eftT-~h~-~t++~~y-"ootd 

~~n@r~t@--or--~ap~ty--+~se•f-e~-p~refte~e-frem-6ne~her-~G~ree 

Wtll~~-mUULQ_Of_l~CUBBfD_Ol_I~-UilLllY-IE-ltlt--Uil~lii--UQf~ 

UUI-~!~f-ItlE_fUB~tlASf-Qfs_CE_l~~~IH~~l-lH-LUH~fR~Al!U~· 

(2) •ConunJssion• me~ns thi!:! Montana oubl ic service 

commi~sion created in 2-15-2602. 

(3) •conservation" means 8-ee•~-e~fee~+•e-m~e~~~e-~e~ 

fneresses-energy-~fT+efe"ey-ene--w~e~y--ev~r--*ts--eeoftom+e 
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++~ey-eos~s-fess-~ftftft• 

tet--e+eet~+e+~--freM--e--ee~e~~ene~--~es§+•-f~e+-or 

hydroe+ee~r+e-or-naetee~-p+sn~t-&r 

tht--ne~re+-,es-fro•-e-eonven~+ena+-sedreew 

t~t--•~t+t+~•-•eens-a-p~rsen-er-f+ra--engeged--+n--~he 

btts+ness-of1' 

f8t--+nters~a~e--er-+n~~§~ft~e-~ran~por~e~+an-and-~eee+ 

ft+s~rih~~+en-ef-"e~eret-ges-fer-~+t+mete-eoft~~•pt+o~-sabjeet 

to-~~-ee~+~~+e~£~-j~~+s~+e~~on-under~ft+•-~~~7et-er 

tot--proY+d~"g--e+ee~~+e---se~v+ee---s~&jeet---~e---the 

jur+sd+et+eft---of---~he--eomm+~~on--u"~~--~n•~--~•~+e ~I 

&fDU~IlQ~-l~-f~E~lRl~--fUMfB __ ,QUSU~fllD~--A~--A--Bf~~--CE 

l~~Eil~E~I--~--~fASUBES __ I~AI __ l~~BfA~E--Itlf--E£ElLlfHLY-Uf 

ELf~IBl~liY-DB-~AS_USE_lb_~UlLQlHG_SijfL~S._SeALf-~A~~--UB 

~QQLl~w-fQUleHE~I._WAifB-tifAilHG-fQUl£HfHI£_Q&_RfERlG£RAllQ~ 

fQUlf~E~I--~tll~tl1--D~fR-liS-frU~Hlt_L!Ef-Hffls_IUE-'EllfRlA 

QE_LSE~IlU~-~l· 

~~W-S~tilU~. Section 2. Utility investment in or 

purchase of conservatio" approval by com~ission. (1) A 

utility may: 

(a) purchase conservation from a orivate conservation 

company; or 

(o) directly engage in conservation investments. 

(2) The conserv~tion purchases or investments provided 

for in subs~ct ion ( l} are subject to approval by the 

-2- SB 456 
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commission. 

~fV-~f,IlQb& Section 3. Eligible conservation. 

Conservation purchases or investments are eligible under 

[sections 1 through 6] if they are ~ade ~e~-een$trae~~eft--er 

~~~~eJJe~+o"--~he~--+~--beg~n--ef~er ID-RffLA~-lleGRAD~UB 

f~tiA~E-DU~LQlijG_S~ELL~-Sea'E-tifAI~G-DB-COULl~G-EQU~eaEbL% 

OB--BEfBlGEBAilQb __ fguleHEMI--Vtll'ti--WAS--l~SIALLfD--AUU--~ 

OfERAilO~--la__Itlf __ fXISI~--~Ia~UBf-'S-DE [the effective 

date of this ~ct] and h~fe~e-rle~tts~y-iT-+993y-en~--~het•--et 

the-~+M@-+hey-ere-p~aee~-+"-the-r~te-b~~e• are determined by 

the core~ission to cost no more than 50% of the utility's 

avoid~d costs• 

~fW_lftllU~a Section ~. CoMmission to include 

conservation in rate base -- rate of return. (1) In order to 

encourage the purchase of or investment in conse~vation by a 

utility, the commission shall include conservation pu~chases 

or invest•ents eligible under [section 3] and in compliance 

with criteria adooted under {section 5] in a utilityts rate 

base. 

(ZJ The commission shall allow a rate of return on 

purchase of or lnvestaent in conserv~tion, established by 

adding an increment o~ Z% to the rate of return on common 

eauity perm;tted on the utility•s other investments. 

(3) The commission shall allow the ro3te of return 

increment provided for in subsection (2} for a period not to 

-3- SB 456 
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exceed 30 y~a..- s after the conservat_ ion is first placed in 

tt1e r::tte base. 

~~W-Sf.t:IlQN,. Section 5. Criteria for allowable 

conservation onsite audits. (1) The conunission shatl 

criteria, includinq ~ngi neer i ng nno e~~eelf~h Aff&U~~ 

cost-~ffectiveness criteria, for conservation that m~y AlLl 

be placed into a utility's rate base u~der Lsections 

throu~h b)• The commission may require a utility to conduct 

on~ite en~rgy audits to establish the criteria. 

f 2) Th.; commissIon may conduc:t. oos i te enc rgy audits tf) 

insurP. compliancr:! with the <"lfteoria estat..lished under 

subsection ( 1). 

~EW-SE,llU~a Section 6. 

claiminq conservation tax 

Pr?hibition 

credit• A 

3gainst utility 

utllitf whose 

conservation is placed in the tate b3se under· [sections l 

throuah 6] may not claim the taK credi1: -allowed 

15-32-107. 

in 

section 1. Section 15-32-107, ~CA9 Is amended to redd: 

"15-32-107• Loans by utilities and financial 

institut.ions --tax credit for Interest differential. (1) A 

public utility oroviding electricity or natural gas may 

install or pay for the installation of energy conservdtlon 

~aterials or recognized nonfosstl forms of energy generdtion 

syste.ns in a dwelling. The utility may agree with the 

occupant of the dwelling that the occupant shall reimbur-se 

-4- SB 456 
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the Jtlllty for its exp~nditure In periodic installJtent 

payments added to the occupant's regular bill for 

electricity or natural gas. The utility •dY charge interest 

not exceeding the equivalent of 1~ per year on the declining 

balance of the sum advan~ed tor the instal13tion of energy 

conservntion materials and recog~ized nonfossil form~ of 

energv qen~ration syst~~s. 

(L) A. financial institution, a~ defined In 32-6-l03r 

may offer and tuake 1o<Jns at an interest rate not less than 2 

perc~1t3ge ?0i~ts below the discount rate on 90-ddy 

cow:nercial !)dper in eff€C~- at the fedeoral reserv£"' bank in 

the ni~th federal reser~e district. 

( 3 J ~ f:~ceo.t __ aLIIJ:I!Xi~e.:Lln_s.ull:;,.s;:t.l'l<Lil>l>.-a pub 1 i c 

utility or ?I financial institution lending lf\On~~v under this 

secti:>rt mrl';' C\C>mpute the difference betwo::!en interest it 

i'lr:tuallf receive; on such transactions and the interest 

which would tl;,VP be-en re:ceived at the prevailing average 

inter~st rate for home improvement loans, as prescribed in 

19 rule~ ~aoe by the public service commission. The utility moy 

zo apply the difference so computed as a credit aqainst Its tdx 

21 I iabil ity for the electrical energy producer's 1 icense tax 

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

l3 chdpt~r 3lt part 1. The public service commission stull 

24 regulate rdtes in ~uch ~ munner that a utility making loans 

.zs ur1der this section may not make a profit <Js t.he result of 

-5- SB 456 
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this section. The fi~anclal institution ~ay apply the 

difference so computed as a credit aqainst its tax liability 

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

(4) A utility May not claim a tax credit under this 

section exceeding 5500,000 in any tax year. A financial 

institution may not claim a tax credit under this section 

exceeding $2,000 in any tax year. 

(5) The public service commissioll may make rules to 

Implement this section as it shall apply to public utilities 

only. 

L~l--A-~Qlis;_utilitX-~bi!~~-QUL~bg~e:;._Qf_ll£-lox~~ 

lD--~aa~eLxati'lO--aLe-Qlas;~a-lo_tb,._£~te_b~s.e_~-Q~~-io 

L~ecti'lO~-l-tbLQUUb-~J-m~_nl!t_Las;~lxe_g __ tg~ __ s;LeQi~_uoa~ 

~ull~e~;.til!a-1.11~· 

~fW_SftilQm• Section s. CodificaTion instruction. 

Sections 1 through 6 are intended to oe codified as an 

inteqral part of Title ~9, chapter 3. 

-End-

-6- SB 456 
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FREE CONFERENCE COMMITTEE 
ON SENATE BILL NO. 456 

(Report No. 1, April 12, 1983) 

MR. PRESIDENT AND SPEAKER OF THE HOUSE: 

We, your Free Conference Committee on Senate Bill No. 456 met 
.April 12, 1983, and considered: 

House Business and Industry Committee Amendments to the third 
reading, blue copy, dated March 22, 1983; and 

House Committee of the Whole Amendments to reference copy (salmon) 
dated March 28, 1983 and House Committee of the Whole Amendments to 
third reading, blue copy, dated March 23, 1983, and March 24, 1983, 
and recommend as follows: 

That the Senate accede to all House amendments listed above. 

That Senate Bill No. 456 be further amended as specified in 
CLERICAL INSTRUCTION NO. 1. 

That the reference copy of Senate Bill No. 456 read as specified 
in the CLERICAL INSTRUCTIONS: 

And, that the Free Conference Committee Report on Senate Bill 
No. 456 be adopted. 

CLERICAL INSTRUCTIONS: 

1. Page 5, line 14. 
Following: "6]." 
Strike: the remainder of line 14 and strike lines 15 and 16 in their 

entirety. 

FOR THE SENATE: FOR THE HOUSE: 

, Chairman 

STATE PUB. CO. 
Helena, Mont. 
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SENATE BILL NO• 't56 

INTRODUCED BY FULLER• HARPER 

A BILL FOR AN ACT ENTITLED: •AN ACT TO ALLOW AN ELECTRIC OR 

GAS UTILITY TO PURCHASE OR INVEST IN COST-EFFECTIVE ENERGY 

CONSERVATION; TO REQUIRE THE PUBLIC SERVICE COMKISSION TO 

INCLUDE CONSERVATION IN A UTILITY'S RATE BASE; TO REQUIRE 

THE PUBLIC SERVICE COMMISSION TO ALLOW A HIGHER INCREMENTAL 

RATE OF RETURN ON CONSERVATION; AMENDING SECTION 15-32-107• 

MiCA.• 

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

~~H-S~tiiUUa Section 1o Definitions. As used In 

[sections 1 throuqh 6]• tha following definitions apply: 

(1) •Avoided costs• •eans the +neP .. en~•~ ~osts~ as 

d@terwined by the co~aisslon, ~-an-e~ee~+e-Dr-fte••re~-ges 

at+tT~y-o~-ener~y-ar-~apee+~yy-ep-~o~hy-wh+ehy-~~--~e~--~fte 

pttrehe~e-of-or-+n•e~~en~-+"-eonser.e~+on•-~he-a~T++~y-woa+d 

~@fte~~e--or--s~~~y--+~se~f-o~-p~~ehe~-~OM-en~fte~-soaree 

W~lt~-aDULD_a~_lUtUB~D-BI-~-UllLlil-lf-~-ULLLlll__QQ~ 

UDLllli!.~..It!LI!UBti!ASLUE....-DB..l~C.III..l.U..tDIISUlllll.D.Iil• 

(2) •CoM•Isslon• ~ans the Montana public service 

commission created In 2-15-260Z. 

(3) •conservation• •eans e-ees~-effee~+•e-Mee§~pe-~e~ 

tner~e~es-efter~y-eff+e+eftey-eftd--w~+e~y--e.er--+~s--eeenem+e 
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++~ey-ees~s-~ss~fteft+ 

tat--e+eet~+e+~--~~e.--e--een.e~+·~·~--fess+~-~~e+-~ 

hyd~o~teet~+e-~-nae~ee~-p~&n~•-o~ 

tht--~e~re~-ges-fro•-e-eon.en~•efta~-se•ree. 

t4t--•Ht+t+~•-.eefts-a-pe~seft-~-f+ra--en98ged--+n--t~ 

bas+ness-M• 

tet--Tft~ers~e~e--ep-+ft~.as~~e-~renspor~~+an-aftd-toea~ 

~+s~r~h~~+eft-of-netare~-~s-+er-at~+•a~e-eeft$~•P~•Oft-sa&jeet 

~-~ft@-ee .. T•~e~s-ja~+sd+e~+on-ander~h+,-t+~~e.-er 

tbt--p~td+ftg--e+eeer+e---serw+ee---~jeee---ee---e~e 

jar+sd+eetan---ef---e~e--ee~m+ss+en--ande~--eh+s--.. e~• ~ 

&EDUtilD~-l~-~L~ti&lt _ _eg~E--tD111Uai!IlD~AS A RESULI--af 

lHJ!fSiaE~I--111--af&SUBfS--I~Al--l~~~E--I~E--Eff~~ 

ELEtlRltliX-DB-GAS-USf..I~~UlLDIII~HELLi1~-~II!IG OR 

~OOLIIIk-C.QUieH~~l£-WAIEB-H~AI!UG_~QUlf6f~Is_DB-&~EAI1Dti 

EQUlfaEIII--HHltHa--OllC.&_li~-~0«06It-Llff-Hffi£_IHE CRIJERlA 

Df-l~EtilDU-ll• 

~~H-SftilO~a Section 2. Utility invest•ent in or 

purch~se of conservation approval by comMission. (1) A 

utility may: 

(a) purchase conservation from a orlvate conservation 

co11pany; or 

(b) directly engage in conservation investments. 

(2) The conservation purchases or invest~ents provided 

for fn subsection (1) are subject to approval by the 
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commission. 

b~W-~~tllQ~ Section 3. Eligible conservation. 

Conservation purchases or invest•ents are eligible under 

[sections 1 through 6) if they are made ~er-eon~trae~+en--er 

+"s~e++~+oft--~~--+s--beg•,--of~e~ IU-&~eLa~ UPGRAQ~U& 

~lil:Wi(;~_Wl1L01~1i..SI:!ELLSa-SU~-~4IlliJLIIIW:OOLlliJL£QU1e.I!.EIII.o. 

Q& __ BEf&1~I10K--£QU!eSf8I--WI:!lti:!-_KAS__1USIAL~-6~ 

Qef&4I1DII--IIL..l~-_£&ll!I81i--SI&Ut!UBf-"Lll.E [the effectIve 

date of thIs act] and hefft1'e-..,,o~,.~r-h--i993.,-e,e--~h&«--o~ 

~he-~ae-~hey-ere-p+ee~-+n-the-~~e-base• are determined by 

the cammlssion to cost no •ore than 50% of the u~flity•s 

ayoi ded costs. 

lfW-S~IIa Section 4• Co•Mission to include 

conservation In rate base rate of return. (1) In order to 

encourage the purchase of or Investment in conservation by a 

utility~ the co~mission shall include conservation purchases 

or invest•ents eligible under [section 3] and in co•pliance 

with criteria adopted under [section 5] in a utility's rate 

base. 

(Z) The comMission shall allow a rate o~ return on 

purchase of or tnvest•ent in conservation, established by 

adding an increMent o~ Z~ to the rate of return on co .. on 

eQuity per•itted on the uti1ity•s other invest.ents. 

(3) The co•misslon shall allow the rate of return 

1ncre111.ent provided for in subsect4on (2) for a per.iod not to 

-3- SB 456 
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exceed 30 years after the conservation is first placed in 

the rate base. 

~~~-~ftll~a Section 5. Criteria for allowable 

conservation onslte audits. (1) The COIIIIIission shall 

e~ebl+~h Aff&~E criteria, including engineering and 

cost-effectiveness criteria, tor conservation that aay ~LL 

be placed into a utility•s rate base under (sections 1 

throu~h 6]• The commission may ~equire a utility to conduct 

onsite energy audits to es~ablish the criteria. 

C2) The co•~ission may conduct onsite energy audits to 

insure compliance with the criteria established under 

subsection (1). 

~f~-SftllCIIa Section 6. 

claiming conser~ation tax 

Prohibition 

credi t• A 

against 

utility 

utility 

"'hose 

conservation is 

throu~h 6] 111ay 

15-32-107. 

placed in the rate base under [sections 1 

not claiM the tax credit allowed in 

Section 1. Section 15-32-107• MCA. Is a•ended to read: 

"15-32-107• Loans by utilities and financial 

institutions-- tax credit for interest differential. (lJ A 

public utility oroviding electricity or natural gas •ay 

install or pay for the installation of energy conservation 

~aterials or recognized nonfossil for•s of energy generation 

systens in a dwelling. The utility aay agree with the 

occupant of the dwelling that the occupant shall reimburse 

-4- SB 456 
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the 'Jt111t.y for its expenditure In periodic lnstall.ent 

payments added to the occupant•s regular bill for 

electricity or natural gas. The utility •dY charge interest 

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

balance of the sum advanced for the installation of energy 

conservation materials and recognized nonfossil fnrms ·of 

energ~ generation systems. 

(Z) A financia1 institution• as defined in 32-6-103,. 

may offer and ~ake loans at an Interest rate not less than 2 

perce1tage points below the discount rate on 90-day 

commercial paper in effect at the federal reserve bank in 

the ninth federal reserve district. 

(3 l • flu:.esa._all-llUlltil1elLio..:;ubs~UWl-LAl.L-il pub I i c 

utility or a f'inancial Institution lending 110ney under ttl·is 

secti~n may compute the difference between interest it 

actually recelwes on such transactions and the interest 

whicn woul~ hRve been received at the prevailing average 

inter2st rate for ho•e l•prove•ent loans, as prescrioed in 

19 rules •Dade by the public service CoMmission. The utility may 

20 apply the difference so co•puted as a credit against Its tax 

21 'iabi1 ity for the electrical energy producer's 1 icense tax 

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

23 chapt~r 31, part 1. The public service co~mission shall 

24 regulate rates in such a manner that a utility making loans 

2~ under this section •ay not make a profit dS the result of 
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this section. The financial institution may apply the 

difference so computed as a credit against its tax liability 

for the corporation license tax under chapter 31, part l• 

(4) A utility aay not claim a tax credit under this 

section exceediog,S500tOOO in any tax year• A financial 

institution May not claim a tax credit under this section 

exceeding sz.ooo In any tax year. 

(S) 'The public service co•afssion may make rules to 

impleMent this section as it shall apply to public utilities 

only. 

LQl--A-P»bll~-Ktili1¥-wbD~II-RUC~bil~llll-2l-QL-loltell~ 

1D--~DlleL¥atioo __ ace_gl~el1-io the rateJba:;e_aA-QCQlti~-io 

L:>e~1loo:.-1-1bcouob-Ql-Ma¥-DD1-~~e_a--ta&~LBl1Lt--UQdcL 

~Ubllll~1iDD-Llla" 

~tH-St~CUa Section B. Codification instruction,. 

Sections 1 through 6 are intended to be codified as an 

integral part of Title ~9, chapter 3. 

-~nd-
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House Business and Industry Committee am~ndments to 
Senate Bill 456, ' 
third reading copy, blue 
March 22, 1983 

la Title, line 5 
Strike: "OR INVEST IN" 

2. Title, line 7 
Strike: "REQUIRE" 
Insert: "ALLOW" 

3. Page 1, line 15 
Following: •inc~ementa%" 
Insert: "incremental" 

Page 1 of 3 

4. Page 1, line 20 
Strike: Line 20 in its entirety and~line 21 through "CONSERVATION" 
Insert: •to an electric or natural gas utility of energy or capacity, 
or both, which, but for the purchase of conservation, the utility 
would generate or supply itself or purchase from another source" 

s. Page 2, line 12 
Following: "POWER" 
Insert: "or natural gas• 

6. Page 2, line 13 
Following: 
strike: " 
Insert: 

1. Page 2, line 16 
Following: "EQUIPMENT" 
Insert: "or other cost effective measures• 

8. Page 2, line 18 
Following: line 17 
Insert: "(4) •Residential Building" means a building used for 
residential occupancy that: 
(a) was fully constructed and habitable as of [the effective date 
of this act] : 
(b) has a system for heating, cooling, or both that uses a fuel 
supplied by the utility; and 
(c) contains at least one, but not more than four separately or 
centrally heated dwellinq units, or contains more than four sep­
arately heated, or cooled, or both heated and cooled units." 

9. Page 2, line 18 
Strike: "investment in or" 

10. Page 2, line 20 
Strike: ":" 

11. Page 2, line 21 
strike: "(a)" 
Following: •purchase conservation" 
strike: the remainder of line 21 and line .22 in its entirety 

12. P~ge 2, line 23 
Strike: 11 (b) '' 
Insert: "by" 

House Business and Industry Committee amendments to 
Senate Bill 456, · 
third reading copy, blue 
March 22, 1983 

Strike: "engage• 
Insert: •engaging" 

13. Page 2, line 24 
Strike: "or investments" 

14. Paqe 3, line 2 
Following: line 1 

Page 2 of 3 

Insert: "(3) cost-effective conservation measures approved by 
the commission must, at the customer's discretion, be installed 
by either: 

(a) a person or a private firm, or 
(b) the custo~er himself'' ~ 

15. Paqe 3, line 3 
Strike: "or investments• 

16. Paqe 3, line 15 
Strike: •or investment in" 

17. Page 2, line 17 
Strike: •or investments" 

18. Paqe 3, line 21 
Strike: •or investment in" 
Strike: •, established by" 

19. Page 3, line 22 
Strike: "adding" 
Insert: "not to exceed" 
Following: "21" 
Insert: "added• 
Following: •to• 
Insert: •, and not to be less than," 

20. Page 4, line 3 
Fo1lowing: line 2 
Insert: "(4) the commission shall prescribe amortization periods 
for conservation that is included in a utility's rate base.• 

21. Paqe 4, line 5 
Following: "APPROVE" 
Insert: •cost effectiveness" 
Following: •criteria" 
Strike: remainder of line 5 through "criteria," on line 6 

22. Page 4, line 9 
Strike: "criteria" 
Insert: "potential for conservation measures" 

AND AS AMENDED 
BE CONCURRED IN 



House Business and Industry Committee amendments to 
Senate Bill 456, 
third reading copy, blue 
March 22, 1983 

S'rA:rEHBIIT OF INT~ 
.Sl!IIATB BILL f456 

Page 3 of 3 

A statement of intent is necessary for this bill because it directs 
the Public Service COIIIIIission to adoPt: rules. governing the installatioJ 
of cost-effective conservation measures and the reflection of those 
measures in a utility's rata base:. The cooaission must approve cri-
teria and standards for: " · 

(1) allOwable CODServation measures from an Bligineering stsnapoint; 
(2) cost-effectiveness; 
(3.) on-Bite. energy audits; 
(4) <>QI1Bervation corresponding to end-usa of energy that a ut;i.lity 

PJ:QVidas; · 
(5) inspections; 
(6) inclusion· of conservatiOn in a.utility's rate basa; 
(7) other procedures necessary t:o implement this act. 

In adopting cost-affactivaness and engineering. criteria, the COIJIDd.ssio:· 
il!·direc1:io4 to consult with ·the department of natural resources ana 
cOiiservation and with Montana's representatives to the Northwest· 
PoWer C01iJ>C11. 

It is net the intent of the legislature to allow grants from the 
Bonneville Power Administration for purposes of conservation to be 
placed in the rate base. 



HOUSE CCNMI'l'lt:E OF THE 1'1HOLE 
March 24, 1983 

amendment to Senate Bill 456, Third reading, blue copy, wit_li House 
committee amendments of 3/22/83, as follows: 

l. Strike House Business and Industry C<mnittee amendment # 19. 

2. Page 3, line 20 
Stril<e: "shall" 
Insert: "may" 

Followin;r: "allo:,," 
Strike: remainder of line 20 t_lirough "adding" on line 22. 

3. Page 3, line 22. 
Following: "increment of" 
Insert: "up to" 

Following: "2%" 
Insert: "added" 

March 23, 1983 

HOUSE COMMITTEE OF THE WHOLE AMENDMENTS TO SENATE BILL 456, 
THIRD READING COPY (BLUE) WITH HOUSE BUSINESS AND INDUSTRY 
COMMITTEE STATEMENT OF INTENT, March 22, 1983 

AMENDMENTS TO THE STATEMENT OF INTENT: 

1) Page 1, following: "(1) allowable" 
Insert: "cost effective" 
same line, strike: "from an engineering standpoint" 

2) strike: "(2) cost-effectiveness;" 
Renumber following subsections 



March 23, 1983 

HOUSE COMMITTEE OF THE WHOLE AMENDMENTS TO SENATE BILL 456, 
THIRD READING COPY (BLUE) WITH HOUSE BUSINESS AND INDUSTRY 
COMMITTEE AMENDMENTS OF March 22, 1983 

1) Strike: House Business and Industry committee amendments: 1, 6, 
9 through 13, and 15 through 18 

2) House Business and Industry Committee amendment 14 
Strike: "must" 
Insert: "may" 
Following: "firm;" 
Strike: "or" 
Following: "himself" 
Insert: "; or (c) the utility" 

3) Page 2, line 21 
Strike: "private" and through "company" on line 22 
Insert: "person or private firm" 

4) Page 3, line 8 
Strike: "STRUCTURE" 
.Insert: "residential building" 

5) Page 3 1 line 21 
Strike: "established by" 

ADOPT 



MARCH 28, 1983 

HOUSE COMMITTEE OF THE WHOLE AMENDMENTS TO SENATE BILL 456, 
REFERENCE COPY (SALMON) 

Page 4, line 18 
Following: 11 (2) 11 

Strike: line 18 and through 11 investments II on line 23 
Insert: "In establishing such rate of return the commission may allow an 
increment of up to 2% added to the rate of return on common equity 
permitted on the utility's other investments" 

ADOPT 
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STATEMENT OF INTENT 

SENATE BILL 456 

House Business and Industry co .. ittee 

A stat:e.ent of intent Is necessary for this bi 11 

~ because It directs the Public Service Coa.ission to adopt 

7 rules governing the installation of cost-effective 

Q conservation aeasures and the reflection of those ~asures 

q in a utility's rate base. The co•mission MUSt approve 

10 crite~ia and $tandards for: 

ll (1) allowable ta1I:~ff~ conservation ~asures 

12 ~~~~n-e"~+"eer+~-~eft8~e+~i 

13 t~t--ess~-~~~ee~+•~ne~s• 

14 

15 

f3t!Zl on-site energy audits; 

t~tL3l conservation corresponding to end-use of energy 

16 that a utility provides; 

11 

18 

19 base; 

zo 

Zl act• 

22 

fS1L~l inspections; 

f6tL51 inclusion of conservation in a utility's rate 

t~fLbl other procedures necessary to imple•en~ this 

1!1 adopting cost effectiveness and engineering 

23 criteria, the commission Is direct&d to consult ~ith the 

Z~ O~part~ent of Natural Resources and Conservation and with 

25 Montana•s representatives to the ~orthwest Power Council. 

1 

2 

3 

SB 456 

It is not the Intent of the legislature to allow grants 

from the Bonneville Power Adalnlstratlon for purposes of 

conservation to be placed In the rate base. 
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SENATE BILL NOo 456 

INTRODUCED BY FULLER, HARPER 

A BILL FOR AN ACT ENTITLED: "AN ACT TO ALLOW AN ELECTRIC OR 

GAS UTILITY TO PURCHASE 6R--fN¥E5~-~ U&__ INYEST __l~ 

COST-FFFECTIVE ENERGY CONSERVATION; TO REQUIRE THE PUBLIC 

SERVICE COMMISSION TO INCLUDE CONSERVATION IN A UTILITY'S 

RATE ~ASE; TO REetifRE &LLOH THE PUBLIC SERVICE COHMISSION TO 

ALLOW A HIGHER INCREMENTAL RATE OF RETURN ON CONSERVATION; 

A"ENDING SECTION 15-32-107, MCA·" 

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

~EK-SECILUHa Section 1. Definitions. 45 used in 

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

(1) •Avoided costs• means the +neremeftt&~ lNCifKENJAL 

costs 9 as determined by the commission• ~e--sn--e+ee~Ye--e~ 

~ftt~ret--~es--at~++~~-of-eneT~y-er-eepee+~y-er-be~hy-wh+ehy 

b~~~&r-~"e-parehe~e-ef-o~-+n?est~nt-+n--e~~erwet+efty--the 

~tT++~y--we~+d--~nere~e--ar--sapp+y-+tse+~-or-p~~he~e-fre• 

""o~her-~~ree w~a~~k&:Bf:lHiWBBEB:i!:fH~ltill=i£:iHE 

~~t~itt:a&E5~a!:el&E:!Ha::~EH*St=:afs::aa==t~v~bf::~ 

E~~~ft~4fi5B ID-~-~l&l'-08-KAIURAL-G!S_UIILIIY-U~~RGY 

tJI!._t;Af.Klll.L--tiiL_Wllll&-l!llll.ll.~-_lll!I FQB !Ht _fwu:.llllLU.E 

~D~SfR~AIID~Ill~UilLlll-~ULU-GEUf&Aif_QR_SUfeLX_l~fLf-tiR 

fUBL.tiASf_fR.QJLAIIliii:IfiL~li&U • 
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(Z) •co.mlssion• aeans the "ontana public service 

com~ission created in 2-15-2b02. 

(3) •Conservation• means e-eo,t-ef~ee~+•e-.eee~re-~at 

~nereeses--eftergy--eff*e+eftey--and--w"•ehy-ewe~-+~s-eesno•+e 

++~e.-eGs~-+ess-~heft• 

tst--e~t~+e+~y-fPe.-e--eonveftt+one~--•e.~++--~~e+--or 

hyd~oe+ee~r+e-or-nae+eor-p+on~t-&r 

f~t--neture+-~es-~~e-eo~en~+8fte+-s~~ee• 

t•t--•Y~+++ty•--meens--e--pepsoft-or-~+r•-eftgage4-+n-~fte 

bu~+nes~-e~+ 

fet--+n~er~te~e-or-+n~res~e~e-treftsper~o~+en-Sftd--~oee~ 

d+s~bd~+en-e+-ne~~re+-~e~-~er-dt~+mate-eens~•pt+en-sabjee~ 

~a-the-eo~m+~+onAs-jur+sd+et+en-under~~+s-t+t~e~-o~ 

fbt--p~aw+d+ng---e+e~~r+e---ser•+e~---~~hjee~---~e--~h~ 

i~r+~•e~+e"--c~--~he--eo~•+,+on--Gnder--~ftTs--~+~ AIU 

llfiii!UlDII--l.ILELE~IIULf.ll!IEILlll!...llAIURAL~..Ql!iSU!!PIIQN ll-A 

&£Sl.ILLDE illl!E5illfllf:f~ l!lt!W:Illicaf ll!l!filllf!U..-ll!l-llfA~ 

I~AI--lB~Rft.Sf __ lllf_-fEE~f~-DE ftfCTI!,ICIIX-DB-klS-USE-~ 

~UlLDl~~-S~fLLS&-SeA~-HfAILNG-IIR-'DDLLNG--f~UIPMFNTa HALER 

~f6Il~G-_fgU1£11f~L--UR--REEI!.l~AIID11--E2Ulf~I__Qa__DlllER 

~OSI:EEff~Il~E-~fA~URES-I!Illl.~DYEd-llS-E~DIIII!!lL __ LlEf--~fi 

I~E-~aLIERLA_DE_LSEtiiQ~-ZJ• 

Lil--~BESlllf~IlAL __ aUILQI~~~EA~S-A-~UlLD~USED-EDR 

RESlQE~IlAL-D~kUfAUkX-lllAI~ 

Lll--W!S-EULLt_kOIIS~fii-AIID--llA~liAaLE--ll--llE~I:If 
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ffff,II~E-Q!IE_OE_IHLS_!~~ 

!al--HAS--A--SXSI~-fOB_HfA!l~~-LOO~~-OB-~OIH~AI 

USES-!_fUfL_SUf~LlEO_ex_IHE-UilLl~-~0 

1~1--~2«1~-AI-Lf!Sl__D~f__aUI_~--~DBE--Ill~-fDUR 

SffAB!IELX--DB--~~IBALLX--~EAI~-DMELLI~U~liS-DB-LO~Al~ 

!OBE-IdAN_fOUR_SfeA&AIELX-HEAIEU-DB-CQQLfQ __ oa__BQIH--llfAIEO 

Al!IQ-~QLEO.J.I~ll.a 

liE!L.Sf.t.IIUN.. Section 2. lltill t y ~ftve~men~---+~--o~ 

~~fS!afijl_~Q8 purchase of conservation approval by 

collrnisslon. (1) A utility mar•~ 

tftt!Al p\Jrchase conservation freM----e---pr+¥8~@ 

'"'"~e.- .. .,u.,,.-.,.,1111'<'""-or E.&lllLA fB.iUff-~fftlt!H&IIi::Eiil!l!AM 

ff&.sOli_O&~&IE-flB!l-QR 

t'-t1ll1 ef directly ~Pt~~e ~&tiillli EIIUlif in 

conservation invest~nts. 

( 2) The conservation purchases er--+ft•~s~•e"~s Q8 

Lb~fSIHf~IS provided for in subsection (1) are subject to 

approval by the com•isslon. 

U1--L!lll::EE.EE!:.lll!E--~~EB~AIIQIL_!IfAS\I&U-AUII!I~ 

IHE..kiJ~!!lSSIOll l!ltif HAuJI_Il!f--~.UO!!fR!L..Jll.sU~~ 

~SIALLEU-aX-fliUEB~ 

LA1--A-fEBSOILDB-A-e&ll!AIE-fiB!~ 88 

161--It!E-'liSIIJI!ER-lWISEI.El-QR 

!~1--~ILI!X& 

llfW-SE~IIDN .. Section 3• Eligible 

-3-

conservation. 
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Conservation purchases e~--~~¥e~~me"~~ Q& _ _!~STHENTS are 

l:!1igible under [S@Ct.ions 1 through 6] if they are Rldde -feJ& 

ecft~~rdetTon-er-~n~~s~+e~+eft-~h~-+~-ee~bft-e~te~ ID-RERLAC~~ 

Uf~R&Of1--DR--fHUA~~UILOl~~--StlfLL~--~~~-~fAll~--DB 

~OOLI~~--fQUlf!!fHI1--U8 _ _8EfBI~RAilDH--~lfHEH1__ijUICU-AAS 

l~IALLfO_..Atill __ a __ Def&AIIDIL-Itt-IUE-UUI.I.Uli li'EBI!Elltlif 

B~SlQE~llAL__aijlLOl~S-YE [the effective date of this act] 

and ~~e~~-d~"a~~y-iy-~993y-~d-t~a~y-~-the-t~ae--they--e~e 

pt~eed-+n-the-r~t~-ee~ey are deter~ined by the commission to 

cost no more than 50% of the utility•s ~voided costs. 

~~~-iftllO~& Section ~. Co~mission to inc tude 

conservation in rate base-- rate of" return. (1) In or ler to 

encourdqe the purchase of ep-+~ves~e"~-+~ UR-~~a~ 

conservation by a utll ity, the commission shall include 

conservation purchases &~---~nye~~•en~s U&---l~~STHENTS 

elig;hle under (section 3] and in compliance with criteria 

adopted under (section 5] in a utility's ra~e base. 

(2) Th~ coMmission ~he++ a&l allow e-re~e-ef-reta~n-en 

pdreh~se-e~-cr-+nve,~eeft~-Tft QB-l~~i!H~-IH ee~~r•e~+cnY 

~~eb+~'hed--byy E5JA&ti£Uf&:a! edd+ftg ~f_-£6=f!Ef£B AD~ 

an incre~ent of ue_IO 2\ Aaef§ AQIJ~ to 6N~fti::ef~li 

~ the rate of r@turn on comMon equ;ty peraitt.ed on the 

utility•s other invest•ents. 

(3) The coemissfon shall allo~ the rate of return 

increment provided for in subsection (2) for a period not to 

-4- SB 456 



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

l't 

15 

16 

11 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0456/03 

exceed 30 years after the conservation is first placed In 

the rate base .. 

L!<l--ll:lf_t.liJ!!U.i.SllllL-111ALL-f.WCRIBE IJilll!.llUll1111 

f.f&lQQS-EDB--~D~SEBXAllUB--IHAl--15 INC!UOF~-A-UllLlll~ 

l!llE_liUJa 

~EM~ll~ Section 5. Criteria for allowable 

conservation onslte audits. (1) The coM•isslon shall 

e~teb++~h Ate&D~--'OSI:ffff£11YENE$S criteriay--~fteJed+n~ 

~n§+"~~r+"g----end----eG~~-effee~+•~e•~----ep?~er+R? for 

conservation that •ey WILL be placed into a utility•s rate 

base under (sections 1 tnrough 6]• The co.-ission may 

requi~e a util rty to conduct onslte energy audits to 

est~Dlish the er+~er~e falftiiiAL FOR_t~~IL~SU&f~· 

(Z) The coMmission may conduct onsite energy audits to 

insure compliance with the criteria established under 

5ubsection (1)• 

~EW-SftiiO~• Section 6. Prohibition against utility 

clal•ing conservation tax credit. A uti llty whose 

conservation Is 

through 6] ~ay 

15-32-107. 

placed in the rate base under [sections 1 

not claim the tax credit allowed in 

Section 7. Section 15-32-107, MCAt is amended to read: 

"1~-32-107. loans by utilities and financial 

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

public utility providing electricity or natural gas may 
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install or pay for the installation of energy conservation 

materials or recognized nonfossll foras of energy 9eneratlon 

syste•s ln a dwelling. The utility •ay agree ~ith the 

occupant of the dwelling that the occupant shall rei•burse 

the ~tiJity for Its expenditure in periodic Installment 

payments added to the occupant's regular bill for 

electricity or natural gas. The utility may charge interest 

not exceeding the equivalent of l% per year on the declining 

balance of the sum advanced for the Installation of energy 

c:;onser-vati on 111ater i al s and recognized non foss f 1 for111s of 

energy generation syste•s• 

(l) A financial institution, as defined in 32-6-103 9 

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

percentage points below the discount rate on 90-day 

commercial paper In effect at the fede-ral reserve bank in 

the ninth federal reserve district. 

(3) * £~R~1-~~-~LDKidR~~u~~1iQD-L~ public 

utility or a financial Institution lending •oney under this 

secti~n may co~pute the difference between interest it 

actually receives on such transdctions and the interest 

which would have been received at the prevailing average 

interest rate for hoMe improvem~nt loans, as prescribed in 

rules naoe by the public service commission. The utility may 

apply the difference so computed as a credit against its tax 

1 iabil ity for the electrical energy producer's 1 icense tax 

-6- SB 456 
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1 under 15-51-101 or for the corporation license tax under 

2 

3 

chapt~r 31, part l• Th~ publfc service comnissJon shall 

regulate rates in such a manner that a utility making loans 

4 under this section may not make a profit as the result of 

5 this section. The financial institution ~ay apply the 

6 difference so computed as a credit against its. tax liability 

7 for the corporation license tax under chapter 31, part 1. 

8 (4) A utility may not claim a tax credit under this 

9 section exceeding •soo,ooo in any tax year. A financial 

10 institution May not clai• a tax credit under this section 

11 exceeding $Z,OOO in any tax year. 

12 (5) The public service com.lsslon may make rules to 

13 impleaent this section as it shall apply to public utilities 

1~ onl Y• 

15 !!IL-A~l~-llllll.!.L.Mblllill~~billillli-l!LSU:-l.Wt.llli:t.JIIIDU 

16 iD--~Dlili~~RD--~~-Pl~-l.D-tbli-La~billie as provided in 

17 UKlliiDli-l.-ti:!L!!IIo.b..fiJ-Iia¥-DAt.-Lllc.lll.>uLa..J.a><-c.LlU!lt.-wl.dtt 

18 lillbliliCt~D-Lll~· 

19 ~l~-Sft!IO~ Sections. Codification instruction. 

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

21 integral part of Title 69 9 chapter 3. 

-End-
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it8th Legisle~ture SB 456 

1 STATEMENT OF INTENT 

2 SENATE BILL 456 

3 House Business and Industry Co••ittee 

4 

5 ttl stata•nt of Intent Is necessary f"or this bill 

6 because it directs the Public Service Co-.tssion to ad&pt 

1 rules governing the installation of cost-effective 

8 conser~ation ~easures and the reflection of those .easures 

q in a utility•s rate base. The commission must approve 

10 criteria and standards for: 

11 Ill allowable ~~I-EFFfCIIyE conservation aeasures 

12 fre•-en-eft~+neer+n~-s~endpo+~; 

13 tit--eos~-e~~ee~+Yeftes•~ 

14 

15 

t~tLZl on-site energy audits; 

t~till conservatl~n corresponding to end-use of energy 

16 thdt ~utility provides; 

11 t'tL~ inspections; 

18 f&t~l inclusion of conservation In a utllity•s rate 

19 base' 

20 t~tL~1 other procedures necess~ry to imple~nt this 

21 act. 

22 In adopting cost effectiveness and engineering 

23 criteria. the commission is directed to consult with the 

2~ Oepart•ent of H3tura1 Resources and Conservation an1 with 

25 Hontand'S representatives to the Northwest Power Council. 

2 

3 

SB .56 

It is not the Intent of the legislature to allow grants 

fro• the Bonneville Power Ad•inistratlon fer purposes of 

conservation to be placed In the rate base. 

SECOND PRINTING 
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SENATE BILL ~0. 456 

INTRODUCED BY FULLER, H4RPER 

A Bill FOR AN ACT ENTITLED: "AN ACT TO ALLOW AN ElECTRIC OR 

GAS UTILITY TO PURCHASE 6R--rN¥E5f--fN QB liY~--la 

COST-EFFECTIVE ENERGY CONSERVATIO~; TO ~EOUIRE THE PUBLIC 

SERVICE COMMISSlON TQ INCLUDE CONSERVATION IN A UTILITY"$ 

RATE BASE; TO ~E~rRE AL~ THE PUBLIC SERVICE COMMISSION TO 

AllOW A HIGHER INCREMENTAL RATE OF RETURN ON CONSERVATION; 

AHENDI~G SECTION 15-32-lOTo HCA.• 

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

~fW-Sf~lOUa Section l• Definitions. AS used in 

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

{1) "Avoided costs" means the f~r~taJ lH'&fHfti!AL 

costsr as determined by the commissinnt ~e--e~--e~eet~+e--e¥ 

""~~re~--ge~--a~t+~~,-~-eft~rgy-er-eepoe~~yy-er-&ft~hy-wh+ehy 

b~t-fcP-the-p~reh~se-e~-cr-~"•e~~aen~-+n--ee~~erya~Te~y--the 

ot+~T~y--we~+d--g~~rcte--er--s~pr+~-f~~e~~-or-~~rehese-~em 

e"o~~r-~eoree ~~f~~~~~~tlt=f~~a&fi~Bl:fHf~~!itii~i£:!Hf 

llut.tf~:fl~f;;;.l!tllf:ftlJ;=ewt~it=tlfc:llfl:::t!1fiii!l!f!U=::ill 

~~~Sfft~tff~ LO-~-~~Rlt_QB_UALURAL-~4S-UI1L11Y-Cf_~£Y 

PR-~a£At1Lla--DR--aolti1--&~I~tl~--EDB--Itlf_-EU~tiASE-DE 

~USfB~AilPSL-ltlt-UIILlil-~ULC~&Aif_c&~U£eLX-1~fLf_U£ 

eu&tliA.:if-t&lll.;AIIQIHfl!~I.IJJau:• 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

1't 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB O't56/04 

(2J •Commission" ~ans the ~ontana public service 

co•mission created in 2-15-2602. 

(3) •Cons~rvation" •eans e-eo3~-ef?eet+ve-me~wre-t"et 

tneree~~,--@fterg,--e~~+e+eney--end--•~+ehy-oye~-+t~-ee&fte•+e 

++~e.-eosts-•e3s-~hen• 

tat--e~ee~r+e+~y-~ree-e--eenwent+one~--~~~~+~--~e+--~ 

h?dP&e+ee~r+e-or-nae~eor-p+en~t-er 

fbt--ne~re~-ges-~re~a-eo~en~+one~-.ea~~e. 

t~t--•Y~++ty•--meens--a--persen-~-f•rm-engage4-+n-~he 

b~s+neS§-ef• 

fet--t~erste~e-er-+"~Pas~~e-~r&~por~e~+on-eftd--~a+ 

d+•~r+ba~+oft-8~-fta~~re+-~as-#e~-a+~+.ate-eons~~t+on~~jee~ 

to-~~-eoM•+•s+on6s-j~r•sd+e~en-unde~-~ft+~~~•e~-o~ 

fbt--~rc•Tdtft~- ..... e+ee~r+e---serv+ee---sahjeet---~e--the 

j~r+~+e~*e"--o~--~n~--ee .. +ss+on--~nder--~h+•---t+~e ~ 

RfPUtllP~-Itt-tLECIBIC_f~R..liB-~URA~-t~UBeJION AS A 

RfSJJLl_Qf tlllffal!Wii::f!l ~j,C::~ l!IJU:Slll.ttll---W-MEASUBES 

ltlAI-llli(;Rfllf-It!E--fffltllJ~U..llf EL ECJB lC ULPL!aS..IISf..lll 

aulLPlfllli._Sl:lfLLS._..SfA!;f..l:IUllllli-CLlJli!Ullli-f.QUlel!aiLt..-..llt.Ifll 

UEAil~~--f~Uif~ftii&-..liB--B~EIJif&AllQft__fQUifll.t~OR--PltiEB 

c;OSI=fffECilXf_~fASUBES-Wtllttl..-O~B-IIS-tLP~~lt--Liff-_HE£1 

It!f-kRlitRIA-DE-~ftllDU_~J· 

!.l:l...-:!B.fSlC~lJ.Al._laW.J2111li'!---l!Ulls...A.Jlil1Ll1llili-U!i~ 

8fSIDf~IlAL-PCCUfAb~X-It!4I~ 

!Al--W4S..EULLLtDlliSI~U~-tlA~IA2~--AS--Of __ liUE 

-2- SECOND PRI~TING SB 456 
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EEEE~lX=-o~-DE-I~,IJ~ 

Lal--U~-A--SISIE~-EDE-tiEAIIHG~-LDDLl~G~-OB-BQI~ItiAI 

WSES-6-EULL-~ffLifO_Bl-ItiE-UllLliYl-A~D 

Ltl--kaH!Al~-AI-LE~I--D~E--BU!__UOI__~--IU~UUE 

Uef,UILLY-'11!.--tE~UALLl-.J:IUIEJl...QijfLl.lllli..lollil.ILlJ..B-l;.Olll.U~ 

llli~IM41Lf.I!LIL.S.EUEUELI.J:IEAIEJL~lllll.EJL_Q&_aDliLJ:1filfll 

UD 'Q'M lA WUUa 

~~ SESilll~• Section z. Utility +ftYe~t~ent---+ft--or 

l~~IME'l IM QR purchase of conservation 

commiaaJon. (lJ A u~i1ity may•~ 

approval by 

t-t461 pur(hase conservation ~~e•----3---~r+TS~e 

eGn,er9e9+-R-~yt-er faQH_& fB~6!f-Eft~EBV6ftftN-EeB~ 

fE&Silli-LlB PR ll!UE fi&IIL,III 

tlttU!l &l directly en-gege £fl&tilllli EllliAlif in 

conservation investments. 

fZJ The conservation purchases er--+"•e~~me~~ OB 

I«XESI~fKil provided for In subsection (1) are subject to 

approval by the commission. 

lll--'l!ll=EEfEWU-'-l2liSERU.llll!:t-..llf&SI.lllf.S.Jee&!Xfll..IU 

IUE_tll~~lS.s.IDU ~~ ~1&-AI~f __ ,U.S.IOIIE&~.S.--Ul~~af 

~ULLEII-BLEl.Itrui.i. 

!Al--A fERSO!:t_U&_A_fEIXA!F FIR!!; ~ 

LDl-ItiE..,IIllllliEa.J:Il!ISELf~B 

!~1--IUE-UI1Ll!1& 

~EW-~Il~. Section 3. Eligible 

-3-
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Conservation purchases ~~--~ftYe~~men~~ 0&--lUVESTMFNTS are 

eligi.:)le under rs~ctions 1 through 6) if they are !lade -fer 

ee"~~r~e~+n~-~-t"~~ctlfttfon-~~st-+~-he~aft-a~ter ID-aieLACE£ 

Uf~BAQfa--CE--~li,E--BUILQIH~S~L~--ifAtt--HfAII~~--Q& 

LDUL~~-EQUltllfUI1 __ QS __ ~f&l~fBAilQ~__fQUlftt~I__~~AS 

l~IALLfU--~-~--aeEBAilO~--~--I~f_~~ !Uiti!Hl2lif 

BE.s.LQE~ILAL--aUILDl~~~_Qf (th~ effective d•te of this act] 

and befere-~anuePy-+•-~99~y-~d-~hety-et~he-~+ae--~~ey--~~e 

p+eeed-+n-~he-rete-bese• are deter•incd by the com•ission to 

cost no more than 50t of the utllity•s avoided costs. 

~tW-S~CllU~a Section 4• Com~ission to Include 

cons~rvatlon in rate base -- rate of return. 11) In order to 

encourage the purchase of ep-+ft.es~aeftt-+" Q&-lti~~f~I--LU 

conser~ation by a utility• the ~ommission shall include 

conservation purchases e~---•~estments lla _ _llil(f.s.IIIf.!l.lS 

~ligible under .[section 3J an~ in compliance with criteria 

aoopt~d under (section 5] in a utility's rate base. 

(2) fhe-ee~+~•&ft-~"et~ ~-e++ew-a-~&~e-~~-re~Hrft-e" 

~~e"~~e-of~-+nwes~•sfte-?n !&:f~~faf~ een•e•ye~•e~y 

es~e~+~~ee--bTT ~5iaati5tifi:l! eed+n~ ~l=ia:£~ !Q~& 

en-+ne~,_,..,...,~-tte~i!lli Allllfl! tifW!-O,e-JMjj!~f:HI=af:=kill 

IHtK--~h~--re~e--ef-reeup~-en-eemmo"-e~~~y-pePm+teee-e~-~~e 

u~+++~y•~-e~h~-T"ye~~.en~~ 1!--fS!AQLlSHING SU~If--Df 

aEIU~~--I~E--'D~!IlS~-IIAI __ ALLQij_AN INCRE.tiEUl-DE ue In Z% 

6JllWLIO..llif-J!AIE-QE..l!.EIUI!JLllt1-'W!!!DN fQttiiL-.e.f&lllllfll--OU 
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I~f-UllLli~CIUfR_~~~HE~· 

(~) The commission shall allo~ the rate of return 

increment provided for in subsection (2) for a period not to 

exceed 30 years after the conservation is first placed In 

tne rate base. 

Ul- IIJE f.illl!l.llllllli--~UAI.L-..el\CiUillf_Al!llfUlllallllli 

efiUOO~..fDR. CQNSfS:tAllllli..IIiALl.L..IIItl.l.tllf.IL_lJL_JL UTI! Uy 's 

ti.UU&:if. 

~tti-SECil~ Section 5. Criteria for allowable 

conserv~tlon -- onsfte audits. (1) The com~ission shall 

es~eb+tsh lafe&Qlf-~=fff~I~fUES~ criteriay--+~+~d+~ 

~ng+ft~~r~ftg----end----ees~-e~~ee~~~e~e~~---e~+~erre• for 

conservation that mey WILL be placed into a utility's rate 

basq under (sections 1 thr~ugh 6). The commission may 

r~quire a utility to conduct onsite energy audits to 

est3bl ish the e~+~e~Te f~llAl-fUR-'C~&M!IION MfA~~· 

{L) The c¢mmissfon ~ay conduct onsite energy audits to 

insurP compliance with the criteria established under 

subs~ction (11• 

~~H-SftilUN. s~ction &. Prohibition against utility 

cldiming conservation tax credit. A utility wh0se 

conser~ation is placed in the r~te bas~ under (sections 

throu~h 6) ~ay net claim the tax credit allowed in 

15-3~-107• 

Section 1. Section 15-32-107 9 MCA 7 is Amended to rea~: 
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•15-32-107. Loans by ut. i 1 ities and financial 

institutions tax credit for interest differential. (1) A 

~ublic utility ~r~vidin~ electricity or natural gas may 

inst~ll or pay for the installation of energy conservation 

materials or recognized nonfossll forms of energy generation 

syste•s in a dwelling. The uti1ity ~dy agree with the 

occupant of the dwelling that the occupant shall reimburse 

the utility tor its expenditure in periodic Installment 

pa·1ments added to the occupant's regular bill for 

electricity or natural gas. The utility may charge interest 

not exceeding the equivalent: of 1~ per year on the declining 

balance of the sum advanced for the installation of energy 

conservation ~aterials and recognized nonfossil for•s of 

energy 9eneration systems. 

(Z) A financial institution• 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 90-day 

co lAmer cia 1 paper in effect at the federa 1 reserve bank in 

the ninth federal r•aerve district. 

(jJ A fx,ept_A~~c~~lded_ia_~~~~LQD-16ls--a public 

utility or a fin.:)ncf~l ln&titution lending money under this 

section may compute the difference between Interest it 

actually r@c@ives on such transactions and the interest 

which would hawe be~n r~cei•ed at the prevail ~ng average 

inter; .. ~t rate for home improveme~t lo;)ns~ as prescribed in 

-6- SB 456 
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1 rules n•de bp the public service commission. The uttlfty may 

2 applJ th• difference so compute:1 ~sa c..-e~"1it against Its tax 

li~b~l ity for the electrical energy produc~r•s licen~e ~ax 

4 und•r lS-Sl•lOl or for the corporation license tax under 

5 chap~8~ 31. patt 1. The public service commission shall 

6 regulate rates In ~u~h a mann•r that a utility making loans 

1 under this section •ay not ~~ 3 profit as the result of 

B this section. r-. fin~l•l institution ~ay apply the 

9 difference so co~uted •s a credit against its tax liability 

10 for the corporation license tax under chapter 319 part 1· 

11 (~) A utility may not claim a tax credit under this 

12 section exceeding S5oo.ooo in any tax year. A financial 

13 institution may not claim a tax credit under this section 

14 exceeding s2.ooo in any tax year. 

15 (~) The publ lc service commission may make rules to 

16 imple•ent this section as it shall apply to public utilities 

17 only. 

18 Llil--A-IUIIIl.l.k-llllUU-litigu pyrchaus_gf..JlJ:...i.WlliUUDtll 

19 .Lll-<.<>OJ>e..cx.at.i.PP-~-I'l..a.:.IUL.i~~"'-..b.all .. _....__i>L.P¥lJiliW.-J.ll 

~0 lJ> .. CtiPnll--1--lbJ:PY~J-m~._ppt_~~l~A-t~-~it-Yad&J: 

21 

22 

JlUb&e.CtlPD-Llla• 

~f¥-S~IlQHa Section 8. Codification instruction. 

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

24 integral part of Title 69• chapter 3. 

-fnd-
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46th Legislature SB 45b 

STATE•1ENT OF INTENT 

2 SENATE BilL 456 

3 Hou:=>e Business and Industr.y Committee 

4 

5 ' state~~ent of Intent is n~essary for this bill 

6 because it. directs the Public Service COflllllission to adopt 

1 rules gover-ning the in'5tallation of cos.t-eff"-'ctive 

8 conservation ~easures and the reflection of those ~asures 

q in a utility's rate base. The comml5sion must approve 

10 criteria and stantt.ards for: 

11 Ill allowable ~SI:ffEftrl~E conservation Measures 

12 fPem-~~-e"~+neer+ft~-s~s"d~o+~~i 

1~ tit--ee~~-e~fee~+•~"e~~• 

14 t3t!Zl on-site en~rgy audits; 

15 t~ttli conservation corresponding to end-use of energy 

16 that~ utility provides; 

17 ti1!~l inspections; 

18 f6~Lil in~luslon of conservation In a utility's ratG 

lq basei 

20 t~-ti!itl other procedures necessary to i111pleaent this 

Z 1 act. 

22 In ildoptlng cost effectiveness and engineering 

23 c.riteria, tt1e commission is directed to consult "'ith the 

24 Uep~rt11en1:. of N3tur;,J Resources and Conservation an1 with 

2> Hontana•s representatives to the Northwest Power Council. 

2 

3 

SB 456 

Jt is not the intent of the legislature to allow grants 

from th~ Bonneville rower Administration for purposes of 

<.:onservation to be pL-1ced In the rate base. 

REFERE~KE BILL: Includes Free Joint 
Conference Committee Report 
Dated ~~ , L -~J 

-2-
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SENATE EILL NO. 456 

INTRODUCED BY FULLER, HARPER 

A BILL FOR A<~ ACT ENTITLED: "AN ACT TO ALLOW AN ELECTRIC OR 

GAS UTILITY TO PURCHASE BR--tNYESf--tN OR INVEST IN 

COST-EFFECTIVE ENERGY CONSERVATION; TO REQUIRE THE PUBLIC 

SERVICE COMMISSION TO INCLUDE CONSERVATION IN A UTILITY'S 

RAtE BASE; TO RE~tRE ALLQW THE PUBliC SERVICE COMMISSION TO 

ALLOW A HIGHER INCREMENTAL RATE OF RETURN ON CONSERVATION; 

AMENDING SlCTION 15-lZ-107, MCA•" 

8[ IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

~W~C110U. Section 1. o~finitions. As used in 

[sections 1 through b], the following definitions apply: 

(l) •Avoided costs• •eans the ~"~~emen~8~ l~HIAL 

costs. as determined by the commission, to--en--e~eet~~e--o~ 

1"1 t1 t:-!:1 r ,,.. - -fle"J'·--o't ri -r t y-oof-ene-~91' -er-e ep8c H: .,.., - ctr -bo1:hy-.,. h +en,. 

b~-t-+or-th~-pu~ehese-of-or-+n•e~~~e"~-f"--eeft~er•~~~eny--the 

ttt+++~y--wea+d--~fte~~e--o~--s~p+y-•tse+f-or-poreha~e-f~om 

e~~,~~-~""P~" lltii!<!:l::l!II!I~U=ll:!ii=lilik~E::ll:!: 

tti±l::tl't.=liflfli=l!llff::l!tl!.l:::fl!t.=l!llllt.l:lftSf--Bfy=.aJ!.:=J;II!tf:~==i.ll 

ii!l.!llif&l!6ll!!li IlLA!Lfl.EU&li._II!Ltlilllli~..Jllll.l:U~tllllil. 

Q&__~~- OR BOltlL__¥HJtHt BUT fQR THE PURCHASE Of 

CO!Cif&~.!.llO!h_IllLJJillliLI!lliiJ.O_J<Eiiil.!.IL!IB-~-.l.li.E.Lf._l.lf 

f.I!Ji(;!!A.:if FROM ANQitifiL~· 
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(Z) "Commission" means the Mont~na public service 

commis~ion created in Z-15-Z60Z. 

(3) "Conservation" means ~-e~~-e~fee~+¥e-measare-~~et 

+~e~ea~e~--eAe~~y--e~~~~ney--e"d--whieh.-ove~-~~s-eeonemTe 

~~fe.-e&~~-•e~~-~hen• 

ta~--e~e~~~+~y-#•eM-e--e&ft~~on~--foss~4--#ue~--er 

hy~oe+ee~~•e-er-ftve~eep-~~en~•-~ 

tBt--n~~~~~~~~~~~e-eeft¥eft~ene+-,oa~ce. 

t~t--•v.+~•~--.ee"'--e--~er~on-or-~+r.-en~eged-Tn-~h~ 

&H~~nes~-~~· 

tet--~n~e~~~e-er-+n~ra~e~e-~rens~er~e~~n-end--+eea~ 

d~~~~~but+cn-of-ftat~~el-~e~-fer-~~tTmste-eons~mp~Ton-~ttbj~~~ 

~e-the-e~m.T~s~ena~-j~r+sd+c~~en-~6e~-~~?s-t+t~e~-or 

tOt--pr~•+d+ng---e~ee~~~e---se~w+ee---sabjee~---~&--~he 

j~r~~6+c~+oft--o~--ehe--eemm+s~on--ttnder--th+s---~+~e AliY 

&fllUtilQM__!NLfLftl~_fOWER OR NATURAL GAS CQNSUHPIION ~ 

iifSU~-0£ iM!!~HfHl=iM ~B£rtAif=Sf ~~lHfN!__lU MEASURES 

l!:l.!.l __ lMCR£Aif __ I!:l£ __ fEf~X OF EIEC!RICITY OR GAS US~ 

£Ull!llHG_5llfLLS~_5e_.!.LE HEA!ING_llR_COPLIMG _fgi!~Nlo WAif& 

ti.EA! .lJllL_E.Qlllf.liElfl_1 _ _Q&_..!E E B 1 GEB A I I ON EQ lJ I P HE NT Qa__Qld..t.fS 

C!l!il=f.E.Eft!Ul;_!!fASII.B.fS WlliCHo OlllLlll_lll!!:IJl!ll{;.__UfLJ!fil 

Illf-Ciilif~A-OE_LSftiiQN_lj. 

i!tl-"l!.fSlOENILAL--IIlll.UllJ'jG!!_-llfAI!IL.!.J.ILU.Il.U."--LL.S.fO_fW! 

&fSl0ftill6L-DCCIIe.AtiCY !HAl~ 

iAL-116LEII LLLC.llti.HB.IICiflL.I.WL_t;.!.!!llA!ll.E_t.S 0 E ( THE 
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!:lliUULQ4If-l2L!lflS ACT!; 

.UU-~-ll........S,Ulf!!..£1!1LiiUllN!i, LOQLI.ll~BQJHw lt!.U 

~S-A-E~ee~Q_BX IHE UTILITy: ANQ 

LCl tQNTAI~LfASJ__QNE BUI NOT MORE THAN FOUR 

iEeA&AlELY-_a&__tENlgALLX HEATED QWfL! lNG UNITS~~ 

tiO!iEJ!iMI_.EQUB._.:ifbR.UEI.L!!EAIE!Ul&_!;QQUQ __ !l!L_li.QlJ:L...J:il:AIU! 

AHU-kQDLEO UMIJS, 

Utility ~~es~ent---~n--o~ MflL~Wia Section z. 

l~fi!HENI IN DB purchase of conservation approval by 

commission. (l) A utility may•.:. 

fetLAl purchase conservation ~r~m----e---~~~wete 

con~er~st~nn-eompeny?-or E&QM_A ~~~~~It~~ 

e.etnll!LOJLeBUAI.E...U&II.i....Jl& 

tbttal Af directly engage !:HAl~ E~if in 

conservation invest•ents. 

(2) The conservation purchases e~-~¥e~~ents QB 

l~tSI~fHii provided for In subsection (l) are 5ubject to 

approval by the commission. 

.(.ll....-'Qil::EEEu.ll~...wltillRYATIQ!!_&~ES APPROVED BY 

Ill.E...LOI!!!Ullllll lllilil tlA:U-llLIIlL....J:!J.>IQ!l.!O!i!.L_lU~illil!I.L-llf 

L~.>IALLfQ-61-flitiER~ 

LA.I.-A...ff&.>QtLillL.Lf.lil.'iAll-ElBIU S>l! 

.Lill-Il:!LC!!.>IQJW!....J:ILI!~ll.E.i....!l!! 

L!:.l-IIlf_llllLH:U 

~H-~~~ Section 3. Eliyible 

-3-
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Conservation purchases e~--Tnyes~~~~ ~NVESIMFNIS are 

eligible under [sections 1 through 6] if they are made ~o~ 

eo"~~~~e~~on-e~+ft5~e~+s~+e~-~he~-•s-~~un-~~~er IP·BfPLArc. 

UeJ>!i.Allf._ __ OJL_f.llt!Al!lt..f....-BlULPIItG SHELLS • >PAU-l:!~~-'1& 

REFRlGE&ALlQ~~ULf~~HICH HAS 

il!5IALLEQ __ AtfQ __ l!; ___ !lfl:MIHll!L_lrf ._IIJL_f.!UJLll!i !ifftllf;:f!fflt 

BESlllE.tJIIAL..._l!lUUl.l.l!!i-ll..JlE [the effective d<ote of thi> oct ) 

and b~fore-~&nttftry-~y-*993y-en~-ehe~y-s~-~h~-~+•e--~h~r--Gre 

~f-oell!d-+.,-tne-re-t:e-ba~e• a..-e deteraj i ned by the co~n1111i ss. ion to 

c.o~t no q,ore than 50% of t:he uti I i ty•s avoided costs .. 

tl~~-SftllON~ Section 4• Co~ission to i ,c ]1',1;2' 

conservation in rate base-- rate of rc·turn .. (l) In c•·t,; 'I t,l 

encourage the purchase of er-~¥e5tme"~-+n DB INVE~l__~ 

conservation by a utility• the com•is5ion shall incluoe 

conservation purchases er---•ftYe~~·@"~s ~&__~tS{HeNIS 

eligible under [section 3] and in co•pliance with ~rtteria 

adopted under [section 5] in a utility•s rate Oase. 

(2) ~~e-e~ma~s,Ton-~h&++ ~-a~+&w-e-re~e-e~-re~arn-~ 

~~r-eh~~e-&~-a~-•ftY@~~-eft~-+n ~~f2!Hfti!=±h eo~•~~~ton• 

es~eb•>~hEd--byy f~~f~fa~! eddi~; ~Bf=f~f~f~ !~~6 

•n-+ner~~e"~-ef-~=fij-~~ A~ Af~£U-~o-aMe=liei=~~=c~ 

I!:b:\S·- -t! he-- f" Me- -e4i -1"-et:tt'l"n- en--e f::lmmc n·~ ef:'jt:s+-ty-per ttt rt!-te d-on--t n(" 

~~+~+~y~5-e~~-~~e5~ften~~ IN__fSIAbLli!llWG~UkU KATE UE 

B.ElUil.tL_li:if..__Lll!I!Ulllil~-l!AL-llLLOW AN ~f.IIL!!.E....I.Ie.....l.lL.4.l 

ADOfO_ID_Itlf-&AIE-QE_Rf!UB~UM-~/!l-_£QUITY Pf&~--0~ 
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It!LUllLlll!Lllllifa_JJ:jl£fil!1Uili• 

(3) The commission shall allo111 the rate of return 

inc~e•ent provided for in subsection (2) fo~ a period not to 

exceed 30 tears after the conservation Is first pl~ced in 

tne rate base. 

LU-1tflo __ J;OMM!SSION SHALl f~&l.IIL..Al!Uil.IllAI..lllli 

fEll.lOllS_EOR_t:.OlfiEll.Y.&llC!Lll:lt.Lls_J.!KLUl!fll_lfL_L__!illi.l.IX.!..S 

&AIT-llAS.E. 

NEK SECTI~ Section 5a Criteria for allowable 

conservation-- onsite audits. (1) The commission shall 

e~~~~+~h AefRlll£f __ ~li~EftllY.E~S criteria•--+ne+~d+n~ 

~~~~~~~rf"~----ftftfl----ee~-effee~+¥@~@59----erf~er+~Y for 

conserv~tion that •ey Kl~ be placed into a uti I ity•s ra~e 

base under (sections through 6). fhe--eomM?s~+on--m~y 

~e~~+Pe--a--H~+~~--~e--eend~e~--eftS+~e--ener~y--e~+ts--~e 

~~~~h~+sh-~he-er~er+e !affHft*t-Ea&=faBZfftVtf+BH--Ht•2Yftf5w 

(Z) The commission may conduct onsite entrgy audits to 

insure compliance with the criteria established under 

subsection (1). 

~H SECIIQM~ Section 6. Prohibi~ion dgains~ utility 

claiming conservation ta• credit. 

conservation is placed in the rate base 

A utility ~hose 

under (sections 

thY"ough 6] aay not claim the tax credit allowed 10 

15-3<-107. 

Section 1. 5ection 15-32-LOT, HCAt is aMended to reao: 
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"15-32-107. Loans by utilities and financial 

institutions tax credit for interest differer1tial. (1) A 

public uti I ity providing electricity or naturdl gas may 

install or pay for the installation of energy conservation 

materials or recognized nonfossil forms of energy generation 

systems in a dwelling. The utility may agree with the 

occupant of the dwelling ~hat the oecupant shall rei~burse 

th~ utility for its 

pay.11ents added to 

electricity or nat,ural 

expenditure in per ioOi c i nstall.ent 

bill for the occupant•s regular 

gas. The utility ma~ charge interest 

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

balance of the sum advanc~d for the installation of energy 

conservation materials and recognized nonfos~ i l forms of 

energy generation systems. 

(2) A financial institution, as defined in 32-6-103• 

may offer and make loans at an interest rate not less than 2 

percentage j)Oints below the discount rate on 90-day 

commercial paper in effect at the federal reserve bank in 

the ninth federal reserve district. 

(31 ~ fK~epL_a~a~~d_ln-~~aa_tA~-~ 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 dt the prevailing average 

interest rate for home improve~nt lodnSt as prescribed in 

-6- s.g 456 



SB (1456/05 

rules ihade by _the public service coiiUJiiss.ion. The uti 1 ity mdy 

2 apply the diff~rence so co~puted as a credit again_st its tax 

3 liability for the electrica-l energy producer•s license tax 

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

5 chapter 31• part 1. The public service co••lssion shall 

6 rogulate rates in such a manner that a utility making loans 

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

8 this section. The financial institution may apply the 

9 difference so computed as a credit against its tax liability 

10 for the corporation license tax under chapter Jl, part 1. 

11 (4) A utility may not cloim a tax credit under this 

12 section exceeding $500,000 in dny tax year. A financial 

13 institution •ay not claim ~tax credit under this section 

14 exceeding $2,000 in any tax year. 

15 (5) The pubtic service com.ission •ay ~ake rules to 

16 implement thjs section as it shall apply to public utilities 

17 only. 

18 til,__A....J<lllillk....lllili:t.¥ whose i>U.U:base~~Llu:_lnygstmer»;.:; 

19 l!L<:.llDS.liOLlttilliLill:<LJilal:iULl!LJ;bli_J:~--li.U!L$1li--ll.Llll!WU_.lll 

20 L!ill~.tlQM. __ l_J;bJ:Qll9i:L..J>..L!!IiU-DIU;-r;ecejve <L.t>1&-llll4il-llWI<l£ 

.:;Uhs.e<:.ti2n-Lll£" 

tii;!f_.S:K!IJCta. Section e. Codificdtion instouction. 

ll 

22 

23 Sections through 6 are intended to be codified as an 

24 integral pa~t of Title 69• chapter 3. 

-End-
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