SENATE BILL NO. 456

INTRODUCED BY FULLER, HARPER

IN THE SENATE

February 16, 1983 Introduced and referred to
Committee on Business and
Industry.

February 18, 1983 Fiscal Note requasted,

February 19, 1983 Committee recommend bill
do pass as amended. Report
adopted.

February 21, 1963 Fiscal Note returned,

Bill printed and placed on
membersa' desks,

February 22, 1983 Seacond reading, do pass.
Corractly engrosgsed.
February 23, 1983 Third reading, passed,

Ayes, 473 Hoes, 2.
Transmitted to House.

IN THE HOUSE

February 28, 1983 Introduced and referred to
Committes on Business and
Industry.

March 22, 1981} Comnlttee recommend bill be

concurrad in as amended.
Report adopted.

Statemant of Intent
attached,

March 24, 1983 Second reading, concurred in
- as amended, Statement of
Intent amended.
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26, 1983

28, 1983

29, 1983

8, 1983

13, 1983

15, 1983

15, 1983

On motion taken from cthird
reading and referred to
saecond reading.

8econd reading, pass
consideration.

Second reading, concurred in
as amanded.

Third reading, concurred in.

IN THE SENATE

Returned to Senate with
amendments and Statement
of Intent.

Second reading, amendments
not concurred in.

On motion, Free Conference
Committee raquasted.

Pres Conference Committes
appointed,

Frae Conference Committes
reported.

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

Third reﬁdinq, Free Confer-
ence Committee report and
8tatement of Intant adopted.

Free Conference Committee
report adopted by House,

Sent to enrolling,

Reported correctly enrolled.
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INTRODUCED BY

A BTILL FOR AN ACT ENTITLED: *™AN ACY TO ALLOW AN ELECTRIC OR
GAS UTILETY TO PURCHASE OR TNVEST IN COST-EFFECTIVE ENERGY
CONSERVATION; TO REQUIRE THE PUBLIC SERYICE COMMISSION TO
INCLUDE CONSERVATION IN A UTILITY®S RATE B8ASE; TO REQUIRE
THE PUBLIC SERVICE COMMISSION TO ALLOW A HIGHER INCREMENTAL
RATE OF RETURN ON CONSERYATION: AMENOING SECTION 15-32-107s

MCA."

BE IT ENACTED BY THE LECISLATURE OF THE STATE OF MONTANA:
1EW SECTIONs Section l. Definitions. As used in
{sections 1 throuagh 6}y the following definitions apply:

(1) ®Avoided costs®™ means the incresental costs, as
determined by the commissions to an electric or natural gas
utility of energy or capacitys or bothy whichy but for the
purchase of or investment in conservations the utility would
generate or supply itself or purchase from another sources

{2) ®"Commission™ wmeans the Montana public Sservice
commission created in 2-15-2602«

t3) *Conservation™ means a cost-effective measure that
increases enerqy efficiency and whichs over its economic
lifey costs less thans

(a) electricity from 2 conventional fossi? fuel or
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hydroalectric or nuctear plant; or

{b) natural gas from a conventional Sources

(%) ®Utility® means a person or firm engaged in the
business of:

{a) interstate or intrastate transportation and local
distribution of natural gas for ultimata consumption subject
to the commission®s jurisdiction under this title; or

{9) providing electric service subject to the
jurisdicrion of the commission under this titlee

NEM_SECTI(N. Section 2. Utility investment in ar
purchase of conservation -- approval by commission. (1) A
utitity may:

{a) purchase conservation from a private conservation
company; or

{b] “directly engage in conservation investmwents.

(2) The conservation purchases or investments provided
for in subsection (1) are subject to approval by the
commissione

NEM_SECIION: Section 3. Ellgible conservations
Conservation purchases or investments are eligible under
[sections 1 through 61 if they are made for construction or
installation that is begun after {the effective date of this
act} and before January ly 1993, and thats at the time they
are otaced in +the rate baser are determined by the

commission to cost no more than 50X of the utility®s avoided

-z- INTRODUCED BILL
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costsa

¥EH_SECLTION. Section 4. Commission to include
conservation in rate base -- rate of returns (1) In order to
encourage the purchase of or investment in conservation by a
utilitys the comaission shall include conservation purchasas
or investments eligible under [section 3] and in compliance
with criteria adopted under [section 5) in a utility*s rate
bases

{2) The commission shall allow a rate of return on
purchase of oar investmant in conservation, established by
adding an increment of 2% to the rate of return on common
equity permitted on the utility®s other investments..

{3) The commission shall allow the rate of return
increment provided for in subsection (2} for a period not to
exceed 3G years after the conservation is first placed in
the rate bases

MEM_SECIIONS Section 5. Criteria for allowable
conservation — onsite auditse (1) The commission shall

establish criteriar incluging engineering and
cost-effectiveness criterias for conservation that may be
placed into a utility's rate base under [sections 1 through
63« The commisslion may require a utility to conduct onsite
energv audits to establish the criteriaa

{2} The commission may conduct onsite energy audits to

insure compliance with the criteria established under
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subsection (1).

NEM. SECTIOM. Section 6. Prohibition against wutllity
claiming conservation tax credits. A utility whose
conservatian is placed in the rate base wunder [sections 1
throush 6] may not claim the tax credit allowed in
15-32~107.

saction T« Section 15-32-10T+ MCAy is amended to read:

#15-32-10T« Loans by utiltities and financial
Institutions -~ tax credit for interest differential. (1) A
public utility providing electricity or natural gas may
instatl or pay for the installation of energy conservation
materials or recognized nonfossil forms of energy generation
systeas in a dwellinge The utility may agrea with the
occupant of the dwelling that the occupant shall reimburse
the utility for its expenditure in periodic installment
payments added to the occupant®s regutar bill for
electriclity or natural gase The utility may charge interest
not exceeding the equivalent of 7X per year on the declining
batance of the sum advanced for the installation of energy
conservation materials and recogniZzed nonfossil forms of
energy genaration systems.

(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 90-day

commercial paper in effect at the fedaral reserve bank in

-l
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the ninth federal reserve districte

(3} & Except as providsd_io_subsgctiop (GYs & public
utitity or a financial institution lending money under this
section may compute the difference betwean interest it
actually receives on such transactions and the interast
which would have been received at the prevailing average
interzst ratm for home improvement loansy as prescribed in
rules npade by the public service commissions The utility may
apply the difference so computed as a credit against its tax
liabitity for the electrica)l energy producer®s license tax
under 15-51-101 or for the corporation license tax under
chapter 3le part la The rpublic service <commission shaill
regulate rates in such a manndr that a utility amaking loans
under this section may not make a profit as the result of
this sectione The financlal institution may apply the
difference so computed as a credit against jits tax liability
for the corporation license tax under chapter 3le part le

{4) A utility may not claim a2 tax Ccredit under this
section exceeding 35500000 in any tax year. A financlal
institution may not claim a tax Credit under this section
exceedifng $24+000 in any tax yeare

{5) The public service commission may make rules to
implemant this section as it shall apply to public utilities
aonlys

Lal._ A puRlic utilitx.whose gurchases of or_inyestmenis

-5-
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in_consecyation_are_placed lo_the gate.base.as__providad in
(sections__ L _through 6} may not receiye a_tax.credit_undec
subsection. (3}s™

NEM_SELIIONes Section Be Codification instructione
Sections 1 through & are intended to be codified as an
integral part of Title 69y chapter 3.

-End~
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STATE OF MONTANA

requesT no, 406783
FISCAL NOTE
Foarm BiX-13
In compbance with a written request received February 18, .19 83 , there is hereby submitted a Fiscal Note

for Senate Bill 456

pursuant to Chepter 53, Laws of Montana, 1965 - Thirty-Ninth Legisiative 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:

FY84 FY85 TOTAL BIENNIUM
Mechanical Engineer (G14 = 20% ben) $24,118 $24,118 $48,236
Operating Expenses _ 4,000 4,240 8,240
Equipment 1,200 -0- 1,200
Total Cost $23,318 $28,358 $21,676

FISCAL NOTE 15: Z/1

BUDGET DIRECTOR

Office of Budget and Program Planning
Date: _ == L)~ §3
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Approved by Committee

on Business and Industry

SENATE BILL NOs 456

INTRODUCED BY FULLERe: HARPER

A BILL FOR AN ACT ENTITLED: ®AN ACT TO ALLOWN AN ELECTRIC GR
GAS UTILITY YO PURCHASE OR INVEST IN COST-FFFECTIVE ENERGY
CONSERVATION; TO REQUIRE THE PUBLIC SERVICE COMMISSION TO
INCLUDE CONSERVATION IN A UTILITY®S RATE BASE; TO REQUIRE
THE PUBLIC SERVICE (OMMISSION TO AtLOW A HIGHER INCREMENTAL
RATE OF RETURN ON CONSERVATTUN; AMENDING SECFION 15-32-107»

MCAL®

8f Y ENACTED BY THE LF:ISLATURE OF THE STATE OF MONTANA:

VEW _SECTIUNa Se-tion la Definiticnse As used in
{sections 1 through 6}y the following definitions apply:

(1) ™Avoided costs® means the +nerementat costsy as
detervined by the commissionr te-an-slectrie-or-noturai-gas
atitity-of-enerqy-sr—capaeityr-or-bothy-whithy-bot--for--the
purchasz—of-or-irnvestment—in-eonservatisay-the-otitity-noutd
generote-——or-—supsty--itsetf-ar-purchase-frem-another-aource
WHICH dQULO_BE_INCURRED_BY XHE UIILIIX IF JIHE_ _UTILIIY__DDRES
HOI_MAKE._IGE._PURCHASE QFy OR INYESTMcNT IN CONSERYAIIQN.

{2) "“Commission™ means the HMontana public service
commission Created in 2-15-2602.

(3) ®fonservation® means a-eost-effective—mrasgre-thet

incresses-energy-sffierency-and-——whithy—-over——its--economie
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Frfey-costay-tesy-thons
tay--eteetrieity——from--a--conventionat-—fossid-fuet-or
hydroelectrie-or-nucltear-pltanty~or
thy-~natural-gos-from-a-conventianat-seurces
t41-—-"gtittty"-means~a-person—or—-fira--shgaged-—in-—the
hesiness—of:
tai-—interstote——or-intrastate—transportation-and-teeal
distrihutton-of-natdret-gas-for-gltinacve-consomption-subject
to-the-commistionts—jurisdiction—under—this—titiet-or
fb#--prov+d+ng-—e$ectf+e-——sefv+ee—-—subjeee--—ea---éhe
jurisdiction-—~—of-——-the--commisrion--sader--this——tétie ANY
REQUCTION. IN ELECIRIL . FOWER _CONSUMPIION. . AS__A__RESULI__OE
INYESTMENT _IN.__MEASURES _THAY _INCREASE _THE_ _EEFICIENCY. OF
ELECTRICIIY QR.GAS USE. XN BUILDING SHELLSs SEACE _HEATING _{R
COOLING EQUIPMENYa WAYER 9EATING EQUIPMENI. OR_REFRIGERAILAN
EQUIEMENT_ _WHICH. _OWER ITS ECONOMIC LIFE MEETS THE LRITERIA
DE_LSELTION 31.

NEW. SECTION. Section 2. Utility investment in ar
purchase of conservation -~ approval by commissions (1) A
utility mays

(a3} purchase conservation from a private conservation
company; or

(p) directly engage in caonservation investments.

(2) The conservation purchases or investments provided

for in subsection (1} are subject to approval! by the

-2- 5B 456
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commissione

NEW_ _SECIION. Section 3. Eligible conservatione
Conservatlion purchases or investments are eligible under
[sections 1 through &) if they are made fer-construction——or
inseatintion-—thae-—is--bequn--sfter T) _REPLALES UPGRADEs (R
ENHANCE _BULLQING SHELLSe SPALE BEATING _OR COOLING _EQUICMENIe
CR__REERIGERAIION _FQUIPMENT HHICH. WaS _INSTALLED _AND__IN
OPERATION.  _IN__YHE _EXISTING STRUCTURE.AS.DE {the effective
date of this act] and kefore-danuary-ivy-1993y-ond--thaty--at
the~tims~they-sre-piaeced-in-the-rate-basey are determined by
the comrmission to cost no more than 50% of the utiltity's
avoidad costss

NEW_SECYIONs Section %. Commission to include
conservatjon in rate base -- rate of returne (1) In order to
encourage the purchase of or investment in conservation by a
utilitys the commission shall include conservation purchases
or investments eligible under [section 3] and in compliance
with criteria adooted under {[section 5] in a utility's rate
base.

{2) The commission shall allow a rate of return on
purchase of or investment in conservations established by
adding an increment of Z% to the rate of return on common
equity permitted on the utility®s other investments.

{3) The commission shall atlow the rate of return

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

-3- 5B 456
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exceed 30 years after the conservation is first placed in
the rate basee

NCW_SECIIQN. Section 5. Criteria for allowable
conservation -—- onsite auditse (1} The commission shall
estan¥i+sm  APPEDRVYE criterias including erigineering and
cost-effectiveness criteriay, for conservation that may allb
be placed into & utility's rate base under [sections 1
throuih 6}. The commisslion may require a utility to conduct
onsite 2nergy audits to establish the criteria.

{2) The commission may conduct onsite encrgy audits to
insure compliance with the cyiteria established under
subsection (l)a

MEW.SECTIONR Section &« Prohibition against wutility
claiming conservation tax cradits A utility whose
conservation is placed in the rate base under fsections 1
throuah 6] may not claim the tax credit allowed in
15-32-107«

Ssection Te Section 15-32=1U0T7s MCA» is amended to read:

"15-32~107« Loans by utilities and financial
institutions =- tax credit for Iinterest differentiale (1) A
public utility oroviding electricity or mnatural gas may
install or pay for the installation of energy conservation
materials or recognized nonfossi) forms of energy generation
systens in a dwellings The wutility may agree with the

occupant of the dwelling that the occupant shall reimburse

-k - SB 456
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the atillity for its expenditure In periodic installiment
payments added to the occupant®s regular bill for
electricity or natural gas. The utility may charge interest
not exceeding the equivalent of 7% per year on the declining
baYance of the sum advanced for the installation of ehergy
conservation materials and recognized nonfossii forms of
enerqgy generaticon systemse

{2y A financial institutions as defined in 32-6-103,
may offer and make looans at an interest rate not 1ess than 2
perceytage soints below the discount rate on 90-day
commercial papet: in effec. at the federal reserve bank in
thae ninth federal reserve districtes

{3) & Except _as proyvided In_subsectiop. i6ls.a public
utility or a financial institution lending money under this
section may compute the difference Dpetween 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 sade by the public service commission. The utility may
apply the difference so computed as a credit aqgainst its tax
liability for the electrical energy producer’s license tax
under 15-51-101 or for the corporation license tax under
chaptrr 3le part le The public service commission snitl
regulate rates in such a manner thet a utility making loans

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

—5 5B 455
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this sectione The financial institution may apply the
differ ence so computed as a credit against its tax liability
for the corporation license tax under chapter 31+ part le

(4) A wutility may not claim a tax credit under this
section exceeding 55004000 in any tax years A financiat
institution may not claim a tax credit under this section
exceeding $2+000 in any tax year.

[(5) The public service commission may make rules ¢to
implement this section as it shall apply to public utilities
onlys

Lo A public utiliiy whosas purchases of er_inyestimeuts
io._cepsecyation__ate placed in Lhe_rate base_as_prowided. in
fsections_l_through 6]l may not. ceceive a_ _fax_.credift__uoder
aubsection. {3)s"

NEW_SECTION. Section Bs Codification instruction.
Sections 1 through & are intended to bpe codified as an
intagral part of Title €9y chapter 3.

-End-
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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 Blll 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:

HARPER //// » Chairman

NISBE
, g%
7 7/

HARP y‘

STATE PUB. CO. : X XHRARRKX

Heiena, Mont.
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SENATE BILL NOa 456

INYRODUCED BY FULLERs HARPER

A BILL FOR AN ACT ENTTITLED: AN ALY TCO ALLOW AN ELECTRIC OR
GAS UTILITY TO PURCHASE OR INVEST IN COST-EFFECTIVE ENERGY
CONSERVATION: TO REQUIRE THE PUBLIC SERVICE COMMISSION TO
INCLUDE CONSERVATION IN A UTILITY*S RATE BASE; TO REQUIRE
THE. PUBLILC SERVICE COMMISSION TO ALLOW A HIGHER INCREMENTAL
RATE OF RETURN ON CONSERVATION; AMENDING SECFION 15-32-107s

MCAL"

BE IT ENACTYED BY THE LEGISLATURE OF THE STATE DF MONTANA:

NEH.SECTIIONs Section e Definitionse AS  used in
[sections 1 through 6]y the following definitions apply:

{1) ®Avoided costs™ means the +neremental costsy as
detervined by the commissions to-an-electric—or—-naturai-gas
attitty-~of-energy-or-capacityy-or-bothy-whichy-but--for--the
purchese—of-or-investment-in-convervationy-the-sititity-woutd
eenerate--ar-—auppiy-—itself-or—purehase-from-another~soarce
WHlCH. WOULD BE_INCURRED 8Y IHE URIXLIIY IE_THE. _UIXLXIIY . _ROES
NOX_MAKE_IHE BURLHASE DEs DOR_INXESIMENI IN _CONIERVATION.

{2) =commission®™ wmeans the Montana public service
commission craated in 2~15-2602.

{3) =Conservation® means a-ecest-effective-messure-thot

inereases-energy-efficreney-ang—whithy-—pver-~ita--ecconomnic
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difer-costes-tess—thoane
tay-——eectrictty—From--a--conventionat-—Fossit ~fuet-or
hydroetectric-or-nuelear-pianti-or 7
thi--natural—gas—-from-a-conventianal-senrees
fﬁf--'8t+*+t1'--eans-a-persen-ef-F+r1~—engeged—-+n-—the
business-ofs
toy--interstete—-or-intrastate—tronsportation-and-tocat
distribution—of-natdral-gqas-for-nitimate-consvmption—sabjeetr
ta-the-commissionts—jorisdiction—onder—thias-eictetr-or
fbf—-prﬁviﬂing——e%eetf+e—-—sefv+ee---:ubjeet-—~to--the
jarésdietion-—-of-—~-the--commission--under——théa~-tbede ANY
REQUCTION KN ELECIRIC. POWER . CONSUMPIION. AS__A. _BRESULY.. OF
INVESTMENT _IN_  _MEASURES. JHAY _INCREASE JHE.  EFFICICNCY_OF
ELECTRICITY OR_GAS_USE_IN BUILDING SHELLS. SPACE HEATING OR
COOLING EQUIPHMENI> HWATER _HEATING EQUIEMENIs OB _BEFRIGERATION
EQUIRHMENT.._HHICH.. . DVER_LIS_ECONOMIC LIFE MEEIS IHE CRITERIA
OF [SECIION_33.

NEW_SECIIQNa Section 2. Utility investment in or
purchase of conservation -- approfal by commissiona (1) A
utility may:

(2} purchase conservation from 3 private conservation
company; or

{b) directly engage in conservation investmentss.

(2) The conservation purchases or investments provided

for in sSubsection (1) are subject to approval by the

-2~ 5B 456
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commissione

NEM. SECIIONs Section 3. Eligible conservations
Conservatlion purchases or investments are eljgible under
{sections 1 through 6] if they are made fer-eenstraoction——or
+nstatintion--that-~is--bequa-—after 10 _REPLACE. UPGRADEs QR
ENSANCE _RUILDING. SHELL 52 SPACE _HEATING 08 COOLING EQUIPMENTs
OB__REERIRERATION _EQUICMENT _ MHICH _WAS _INSTALLED _AND. _IN
QBPERATION._IN__IHE. EXISTING. STRUCTURE AS DE [the effective
date of this act} and hefere-genvary-iy-1993y-ond-——thatvr--at
the-tine-they-are-piaced-in-the-rate-basey are determined by
the commission to cost no more than 50% of the utility"s
avoidad Ccostse

NEH_SECTIONe Section &4« Commission to include
conservation in rate base -~ rate of returne (1) In order to
encourage the purchase of or Iinvestment in conservation by a
utilitys the commission shall include conservation purchases
or investments eligible under [section 3] and in compliance
with criteria adopted under [section 5} in a utitity's rate
hase.

(2} The commission shall allow a rate of return on
purchase of or investment in conservations established by
adding an increment of 2% to the rate of return on common
equity permitted on the utility®s other investments.

{3} The commission shall allow the rate of return

increment provided for in subsectdon {Z) for a period not to
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exceed 30 vyears after the conservation is first placed in
the rate bases

NEM_SECIXINa. Section 5« Criteria for allowanle
conservation -- onsite auditss (1) The commission shall
estottish APPROVE criteriay iIncluding engineering and
cost-effectiveness criteriay, for conservation that may HILL
be placed into a utility*s rate base wunder ({sections 1
throuzh 6], The commission may require a utility to conduct
onsite energy audits to establish the criterias

{2) The commission may conduct onsite energy audits to
insure compliance with the criteria established under
subsection (l)e

NEW. _SELTION. Section 6. Prohibition against utility
claiming <onservation tax credite A utility whose
conservation is placed in the rate base under [sections 1
through 6] may not claim the tax credit allowed in
15-32-10T7.

Section Te Section 15-32=10T7+ MCA. is amanded tc read:

715-32~10T« Loans by utilities and financial
institutions =~ tax credit for interest differentiale (1) A
public utility bproviding electricity or natural gas may
install or pay for the installation of energy conservation
materials or recognized nonfossil forms of energy generation
systens in a dwellinge The utility wmay agree with the

occupant of the dwelling that the occupant shall reimburse

- 5B 450
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the utilicty for its expenditure In periodic Installment
payments added to the occupant®s regul ar bil} for
electricity or natural gase The wtility may charge interest
not exceeding the equivalent of 7% per year on the declining
palance of the sum advanced for the installation of energy
conservation materials and recognized nonfossil forms of
energy generation Systeéms.

{2} A financial institutiones 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
commercial paper in effect at the federal reserve bank in
the ninth federal reserve districts

(3) * Except..as-provided lo_subsection £6)s a3 public

utility or a financial Institution lending money under this

"sectisn may compute the difference between interest it

actually recelves on such transactions and the interest
which would have been received at the prevailing average
interest rate for home improvement loansy as prescribed in
rules pade by the public service commissione The utility may
apply the difference so computed as a c¢redit against Its tax
tiabil ity for the electrical energy producer®s ticense tax
under L5-51-101 or for the corparation license tax under
chapt2r 3ie part le The public service commission shail
regulate rates in such a manner that a utility making loans

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

-5 SB 456
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this sections The financial institution wmay apply the
differ ence 50 computed 3as a credit against its tax liability
for the corporation license tax under chapter 31+ part 1.

{4) A utility wmay not ¢laim a tax credit under this
section exceeding $5004000 in any tax yeare A financial
institution may not c¢laim a tax credit under this section
exceeding $24000 in any tax year.

{5) 'The public service commission may make rules to
implement this section as it shall apply to public utilities
onlys.

18).. A public utility whose purchases of .or_ lovestmengs
in__coaservation.__are_placed. in-tbe_ rate base_as_provided.in
fsections .l through &l may.cot. receive a_ tax_ . credit_.undar
subsection_{3)a"

NEH_SELIIQNs Section 8. Codification instruction,
Sections 1 through & are intended to be codified as an
integral parc of Fitle £€9y chapter 3.

=nd-
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House Business and Industry Committee amendments to

Senate Bill 456, :

third reading copy, blue

March 22, 1983 Page 1 of 3

1. Title, line S
Strike: “OR INVEST IN"

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

3. Page 1, line 135
Following: "inerementai”
Insert: “incremental"”

4. Page 1, line 20 . .
Strike: Line 20 in its entirety and’line 21 through “CONSERVATION

Insert: “to an electric or natural gas utility o§ energy or_cgpacity.
or both, which, but for the purchase of conservation, the utility
would generate or supply itself or purchase from ancther source"

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

6. Page 2, line 13
Following:

Strike: "INVESTMENT IN"
Insert: “purchase o

7. 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 actj:

(b} has a systam 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 dwelling 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. Page 2, line 23
strike: “(b)"
Insert: “by"

House Business and Industry Committee amendments to

Senate Bill 456,

third reading copy, blue

March 22, 1983 Page 2 of 3

. Strike: "engage®
Insert: “engaging”

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

14. Page 3, line 2
Following: line 1

Insert: "(3) cCost-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 customer himself # »

15, Page 3, line 3
Strike: "or investments"

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

17. pPpage 2, line 17
Strike: “or investments"

18. Page 3, line 21
Strike: “or investment in"
Strike: ", established by"

19. Page 3, iine 22

Stxike: "adding"

Insert: “not to exceed"

Following: "2&"

Insert: “added"

Following: "to"

Insert: ", and not to be lass than,"

20. Page 4, line 3
Following: line 2

Insert: "(4) the commission shall prescribe amortization pericds

for conservation that is included in a utility's rate base.™

2l. Page 4, line 5

Following: “APPROVE"

Insert: “cost effectiveness®

Following: T"eriteria®

Strike: remainder of line 5 through "e¢riteria," on line 6

22, Page 4, line 9
8trike: “"criteria"
Insert: "potential for conservation measures"®

AND AS AMENDED
BE CONCURRED IN



House Business and Industry Commlttee amendments to

Senate Bill 45€,

third reading copy, blue

March 22, 1982 ‘ Page 3 of 3

STATEMENT OF INTENTL
-SENATE BILL #456

A statement of intent is necessary foxr this bill because it directs
the Public Service Commission to adopt rules governing the fnstaliatio:
of cost-effective conservation measuxes and the reflection of those
measures in a utility's rate base. The commission must approve ¢ri-
texria and standards for: . - .

(1)

(2}
(3)
(4)
(5)
(6}
(7)

allowable consarvation measures from an engineering standpoint;
cost-effectivenaess;

on-site energy audits;

consexvation corresponding to end-use of energy that a utility
provides; .

inspections; ’

‘inclusion of consarvation in a utility's rate basa;

other pmcedures necessary to implement thia act.

In ado pting cost-effectiveness and engineering criteria, tha commissio:
ig-directad to consult with the department of natural resources and
cofiservation and with Montana's representatives to the Northwest -
Powar Council.

It is not the intent of the legislature to allow grants from the
Borneville Power Administration for purposes of conservation to be
placed in tha rate base.



HOUSE COMMITTEE OF THE WHOLE
March 24, 1983

amendment to Senate Bill 456, Third reading, hlue cowny, with House
committee amendments of 3/22/83, as follows:

1. Strike House Business and Industry Cammittee amendment # 19.

2. Page 3, line 20
Strike: "shall"
Insert: "may"

Following: “"allow™
Strike: remainder of line 20 through "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

HQUSE COMMITTEE QOF 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: "pergson or private firm"

4) Page 3, line 8
Strike: "STRUCTURE"

Insert: "residential building™

5) Page 3, 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: "(2)"

Strike: line 18 and through "investments” 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



4B8th tegislature 5B 456
1 STATEMENT OF INTENT
2 SENATE BILL 456
3 House Business and Industry Committee
5
5 A statement of intent Is necessary for this bill
6 because ({t directs the Public Service Commission to adopt
? rules governing the installation of cost—effective
8 conservation wmeasures and the reflection of those measures
9 in a utility*s rate bases The commission must approve
10 criteria and standards for:
11 (1) allowable COST-EFEECIINE conservation measures
12 from-an-engincering-standpoint;
13 t2y-—eost-effrttivenesst
14 t3$4421 on-site energy audits;
15 t4¥L3) conservation corresponding to end-use of energy
16 that a utility provides;
17 ¢52{4) inspections;
1e +63L8) inclusion of conservation in a3 utility’s rate
19 base;
20 t#3{a) other procedures necessary to implesment this
21 acte
2z In adopting cost effectiveness and engineering
23 criterias the commission Is directed to consult with the
24 Department of Natural Resources and <Conservation and with
25 Montana's representatives to the Northwest Power Councile

5B 456

It is not the intent of the legislature to allow grants
from the Bonneville Power Adminlstration for purposes of

conservation to be placed In the rate base.

2o REFEREWCE BILL

Spds5e



4Bth Legislature

10

11

12

13

1%

15

16

17

18

19

20

21

22

23

24

25

SB 0456703

SENATE BILL NO. 456

INTRODUCED BY FULLERs HARPER

A BILL FOR AN ACT ENTITLED: ®aAN ACT TO ALLOW AN ELECTRIC OR
GAS UTILITY TO PURCHASE OR-—-FNYES¥—-iN QOB___INYEST _ 1IN
COST-FEFFECTIVE ENERGY CONSERVATION; TO REQUIRE THE PUBLIC
SERVICE COMMISSION TO INCLUOE CONSERVATION IN A UTILITY®S
RATE 2ASE; TO REQUERE ALLOW THE PUBLIC SERVICE COMMISSION TO
ALLOW A HIGHER INCREHENTAL RATE OF RETURN ON CONSERVATION;

AMENDING SECTION 15-32-107y MCA.™

BE IT ENACTED B8Y THE LEGISLATURE OF THE STATE OF MONTANA:
NEW_SECIION. Section 1. Definitionsas AS used in
[sections 1 through 6]+ the following definitions apply:
{1} %Avoided costs® mesns the inerementa} INCREHENTAL
costsy as determined by the commissiony te——an-—eleetrie——or

naturak--gos-—atit+ty-of —energy-or—eapaecityy-or—hothy-whichy

but—for—the-purchase-of-or-investment—in-—conservationy—-the

utiiity**uoufd--qenerate°‘er--supp47-+tse4f—er—purehase—fre-
onother-soures WHIEH-WEYED-BE-INEURRER-BY-THE-UIXEIF¥-FE-FHE
HEREEEY - ROES-NAT-MAKE-FHE-~PUREHASE--AFx-—AR-_INVCSINFNT——
EONSERYATEAN IO_AN ELECTIRIC OR _NATURAL GAS UIILILY OF ENERGY
OR__CAPACYIY. QR EOYHs_ WHICHe _BUT__FOB__IHE PUBLHASE OF
CONSERYATION: THE UTILIIY WOULR GENFRATF_OR_SUPPLY IISELF OR
BUBCHASE EROM_ANUTHER JOURCE.
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{2} ™Cosmission™ means the Montana public service
commission created in 2-15-2602.

{3) ™"Conservation™ means s-vost-effective-mensure-~that
rhereases-—enerqy--efficteney-~and--whichy-over-its-—eecanomtc
tifevy-coata-tess-thanst

tay-—etectrictrty-from—a—eonventional-—-foaa+t-—fued-~or
hydroetectric~or-nuctear—pleontf-or

tb3--naturat-gas-from-a-conventionat-sourees

Lt4)--"Heit ity -—mesns-—a--person-or-firm-engaged-in-the
bosiress-afe

{ay--interstate-or-introstote—tronsportatton—ond——tecal
distribotion-of -astural-gas-for-attimate-consumption-subject
to-the-commisstonts—jurisdietionander—this—tittef-or

tb7--prov+d+ﬂg—--e*eetrie-;—sefv+ce——-suhjeet-——te——the
4urisdietion-—of-—the-—commtssion~—under--this-——tithe ANY
REDUCTION. _IN ELECTRIC POWER OR _NATURAL _GAS _COMSUMPLIIGQN AS_A
RESULT _QOF ENYESIMENT-3N PHREHASE-OF INVESTMENI _IN _MEASURES
IHAT. _INCREASE _JHE _EEFICIENCY GF FI ECTRICIIY QR _GAS LSE_IN
BUILDING SHELLS»x SPACE HEATING OR_COOLING. _EQUIFPMENTs HATFR
HEATING_ _EQUIPMENT. _OR__SEERIGERAIIGN  EOUIEMENT OB _OIMER
QOSI-EEEECTINE MEASURES WHICHs OVER. LIS ECONOMIC_  LIFE_MEET
IHE_CRITERLA OF [SECTION 2].

L8)__MRESIDENIIAL _BUILDING® _MEANS_A BUILDING USED FOR
RESIDENTIAL _QUCUPRANCY THAT:

Lfal__MAS FULLY CONSTRUCTED AND. _BABITARLE_.AS__OE__[THE

-2- SB 45686
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EEEECIIVE RATE QOF IHIS ACT]Z

£8) _HAS A& _JYSTEM ECQR_HCATING, (DOLINGs 0B BOTH. THAT
USES_A_FliFL_SUPCLIED RBY THE UTILIYYZ AND

(03 _LONTAXNS_AY_LEAST _ONE__BUT. _NOI__MORE_ THAN _FOUR
SEPARAIELY. QR__CENTRALLY _HEATED DWELLING UNITS_OR LOMIAINMS
BORE TAAN EQUR_SEPARATELY HEATED OR_CODLEQ__OR _BOTH. HEALED
AND_COOLED UNITSa

NEM_SECTIION. Section 2. Utility +mvevbment-——im--or
INYESIMENT IN QR purchase of conservation -- approval by
commission. (1) A utility maye:

t+a3{A) purchase conservation from-——~—g---privare
eonservation-companyt-or [ROM A PRIVAFE-CONSERVATIGN-COMBANY
BERSON_DR_ERIVAIE FIERMZ QR

t23(8) B¥ directly engage ENGAGEME ENGAGE in
conservation investments.

{2) The conservation purchases er——i¢pvestBents Q[Of
INVESIMENTS provided for in subsection (1) are subject to
approval by the commissfon.

£3)- CO3T-FEFECTIVE _CONSERVATION MEASURES APPROVEQ DY
IHE_COMMISSION #UST MAY. AT THE_ .CUSIOMER®S.. RISCRETIONS BE
INSTALLED BY _EIXIHER:

L4)__A_PERSON OR_A_PRIVATE_FIRML 88

48} __JTHE (USTOMER HIMSELE;. OR

4C)__THE UIlL1TYa

NEH _SECTION. Section 3. FEligible conservatione

-3~ 5B 456
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Canservation purchases or-—+nvesements 0OR __INVESTHENIS are
eligible under ([sections 1 through &] if they are made for
conserdetion-or-instalintten—that-rs-begun-after I( REPLACLE.
UPGRADEs _OR__ENGANCE  SUILDING . SHELLS.  SPACE HEATING. OB
LOOLIMNG _EQUIPMENT. OR REFRIGERATION  EFQUIEMENI_ WHILH hAS
INSTALLED  AGD. It OPERATION _In. THE _EXISIING SIRVEFLRE
RESIDENIIAL _BUILOING AS_QF [the effective date of this act])
and bafore-danuory-iy-1993y-and-thaty-at-the-tife--they--are
pimeed-+n-the-rite—pasey are determined by the commission to
cost no more than 50% of the utility's avoided costs.

YEM_SECIION., Section 4. Commission to inciuge
conservation in rate base —~ rate of returns (1) In or jier to
encourage the purchase of er—investment—+m OR_INVESTMENT IN
conservation by & wutllityy the commission shall include
conservation purchases or——irAveatments gR___IBYESIMENIS
eligible under [section 3) and in compliance with criteria
adopted under [section 5] in a utility's rate bases

{2) The commission shal} MAY allow o~rete-of-return-en
porchase-of-or—tnvestment-+n QR_INVESTMENT IN eanservationy
estabkivhed--byy ESFARLISHER-—RY adding NEI-F9-EREEEH ADDING
an increment of UP_ID 2% ABPED AGDED to ANB-NAI-¥B--PE--LESS

IHAN the rate of return on commen equity permitted on the
utility®s other investments.
{3} The commission shall allow the rate of return

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

—4= ' SB 456
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exceed 30 years after the conservation is first placed in
the rate basea

44)_ _IHE COMMISSION _ SHALL_ __ PRESCRIBE _  AMORILZATION
2ERIQOS__FQR__LONSERYATION . THAY. 1S INCLUDED IN A UTILIIY:S
BAIE_BASEs

MEH_SECIIOM. Section 5. Criteria for allowable
conservation -- onsite auditse (1) The commission shall
estabtian APPROVE COST-EFFECTIVENESS criteriav——imeluding
sngtnecring-——--and----cost-effectivenesa———-eriveriay for
conservation that msy WILL be placed into a wutility*s rate
base wunder [sections 1 through &]. The commission may
require a utility to conduct onsite energy audits to
establish the erteerira POTENTIAL FOR COMSERYATION MEASURES.

(2) The commission may conduct onsite energy audits to
insure compliance with the <criteria established under
subsection (L)«

MEH_SECTIONa Section 6= Prohibition against utility
clalming conservation tax credita A utility 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:

n15-32-107. Loans by utilities and financial
institutions -- tax credit for interest differentiale (1) A

public wutility providing electricity or natural gas may

-5= SBb 456
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install or pay for the installation of energy conservation
materials or recognized nonfoessil forms of energy generation
systems (n 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 occupant®s regular bil} for
electricity or natural gase The utility may charge interest
not exceeding the equivalent of TX per year on the declining
balance of the sum advanced for the installation of energy
conservation materials and recognized nonfossil forms of
energy generation systems.

(2) A financial institutiony as defined in 32-6-103¢
may offer and make loans at an interest rate not less tham 2
percentage points below the discount rate on 30-day
commerciat paper In effect at the federal reserve bank in
the ninth federal reserve district,

(3) % Except.  _as provided io subsectian £8)s 2 public
utility or a financial institution lending money under this
section may compute the difference between interest it
actualiy receives on such transactions and the interest
which would have been received at the prevailing average
interast rate for home improvement loanse as prescribed in
rules nage by the public service commissions The utility may
apply the difference so computed as a credit ageinst its tax

liability for the electrical energy producer®s license tax

-6= 58 456
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undar 15-51-101 or for the corporation license tax under
chaptar 31s part le The public service commission shall
reguiate rates in such a manner that a utility making loans
under this section may not make a profit as the result of
this sections The financial institution wmay apply the
difference so computed as a credit against 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 $500.000 in any tax year. A financial
institution may not claim a tax credit under this section
exceading $2+000 in any tax yeare

[5) The public service commission may make rules to
implement this section as it shall apply to public utillities
onlye

i61__A public utiliry whose purchases gf or_ iavesipenis
io__conserxation. _are_placed_jn the rate basse.as provided.in
Lsections L. _through 6] may net_receiye a _tax  credli _under
subsechion £3}."

NEW_SECYTION. Section 8. Codification instructione
Sections 1 through 6 are intended to be codified as an
integral part of Title 694 chapter 3.

—-End-

-7= 5B 456
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STATEMENT OF INTENT
SENATE BILL 456

House Business and Industry Committee

A statement of Intent 1is necessary for ¢this bill
becauze it directs the Public Service Commission to adept
rules governing the installation of cost-effective
copservation measures and the reflection of those measures
ina utility's rate base. The commission must approve
criteria and standards fors:

{1) allowable COSI-EEFECIIYE <conservation measures
frem-an-engéneering—atandpoiat;

t2y-=-~cost-effeceivenessy

+3¥L2) on-site energy audits;

t43432]1 conservation corresponding to end-use of energy
that a utility provides;

+5%4(4) inspections;

+64£5) inclusion of conservation In a utility®s rate
base}

t#9L8) other procedures necessary to implement this
acte

In adopting cost effectiveness and engineering
criterias the commission is directed to consult with the
Uepartment of MNatural Resources and Conservation and with

Hontana®s representatives to the Northwest Power Councilae

3

SB 456

It is not the intent of the legislature to allow grants
from the Bonneville Powar Administration for purposes of

conservation to be placed In tha rate bases

SECONL PRINTING

-2~ REFERENCE BILL
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SENATE BILL NOD. 456

INTRODUCED BY FULLERs HARPER

A BILL FOR AN ACT ENTITLED: ™AN ACT TO ALLOW AN ELECTRIC OR
GAS UTILITY TO PURCHASE GR--INVESF¥--EN QR___INXESI __IN
COST-EFFECTIVE ENERGY LCONSERVATION; TO REQUIRE THE PUBLIC
SERVICE COMMISSION T2 INCLUDE CONSERYATION IN A UTILITY'S
RATE BASE; TO REGuERE ALLOW THE PUBLIC SERVICE COGMMISSICN TO
ALLOW A HIGHER INCREMENTAL RATE OF RETURN ON CONSERYATION;

AMENDING SECTION 15-32-10Te MCA"

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

MEN_SECTION. Section ls Definitionss AS used in
[sections 1 through 61y the following definitions apply:

tL) "Avoided costs™ means the +merementa’d JNCREMENTAL
costsy as determined by the commissions to~-aa--electric-—or
naturad-—gas——ati¥+ty-of-emergy-or-eopacityy-or-sathy-—whichy
bat-for-the-purchose-ef-or-ravestment-in--conservatrony-~the
at+irey-~wonid-—generote~—or-~suppiy-it2e}f-or-parehaye—From
another-soarce PHIEH-HGULO-BE-INEHBRER-B¥-FHE-JFfLIF¥-2F-FHE
HERC X -DOEG-NEE oA RE - FHE- - PUREHASE--OF r=-OR - - INVESTSENY -
EONSERYATIAN TO AN _ELECTRIC OR NATURAL _GAS.UTILLTY OF ENFREY
OR__CABACITIYs OR__BDIHs _mHICHy BUI.__FOR _THE _SURLHASE DF
CONSERVAILON. THE UTILITY WOULD GENERATE _OR_SUe2LY IISELE_OR
BURCHAZE FROM ANOIHER _SQUBCE.
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{2} ™CLommission® means the Montana public service
commission created in 2-15-2602.

(3) "“Conservation™ means sa-eost~effeetive-messure-thot
fnereayes-—enepgy--efficioney-——and-—whichr-over—it3-eeononic
tifev-costa~teas-thans

taj-—eteckricity-fram-o——conventionet-—Foasit--Faed-—or
hydrowtectrie-or~-puetear-plantt-or

tb3--naturai-ges-frem—o-conventional-sourcer

t4}-="Yeit ity ~—means-—o-—persen—or—f irm-engaged-in—the
business—ofs

tey--tnteratote-or—intrastste—transportation—and--tecat
disteibution-of-natursi-gas-fer-gitimate—consumption-—sabject
to-thn—commissients—jurisdiction-under-tiis~tittet-or

tb}-—provrding-—etleetrie-——service-—subject-——to-—the
Jusisdiction—of-~the--commission-—pnder-—this——=-titie ANY
REQUCTION _IN ELECTRIC POWER OR.NATUBAL. .GAS_CONSUMPTION AS &
RESULI_DE INWESTHENI-FH PURGHASE-QF INYCSTMENI. _IN_MEASURES
IHAY__INCREASE. _INME. EFEICIENCY OF ELECTRICIIY. OR.GAS USE TN
BUILDING SHELLS: SPACE HEATING 03 .CODLING. EQUIBMENT.  WAIER
HEAYING _EQUIPMENI.. OR _REFRIGERATION _EQUIGMENT OB __QIUER
GUOSIzEEFELTIINE MEASURES WHICH. OVER _XXS ELONOMILC _LIEE _MEEY
IHE _CRITERIA_DE_LSECTION 33.

L3} “RESICENITAL _DUILDING® _MEANS A.BULLDING USER.FOR
BESIDENTIAL OCCUPANCY XHAT:

(A WAS FULLY CONSTRUCTED .ANO _HARBITABLE _AS__QF [IHE

-2 SECOND FRINTING SB 456

REFERENCE BILL



10
11
12
13
14
i5
16
17
ia
19
20
23
22
23
24

25

SB 0456702

EEEECTIYE DAIE QOF THIS ALT]:

{8} _HAS __&__SYSIEM_ FOR_HEATING. CODLING. OR B0THs IHAT
WSES_A_EUEL_SUPPLIED BY THE UIILITy; AND

LL)_CONTAINS AT _LEASI. _ONE _BUT _NOI _HMOBE THAN FOUR
SERARAIELY . .OR__CENTRALLY_ _HEAIED OWELLING UNITS QR CONIAINS
MGRE _TdAN FQUR SEPARAYELY HEATED OR_COOLED QR BOTH _HEATED
ANQ LOOLED UNETS.

MEN.SECIIONa Section 2. Utility +nvestment—-—in--or

13]‘51“5.‘_1‘_03 purchase of conservation -- appraval by

cosmission. (1) A utitity mays:

teafldl ourchase conservation from--—-a——-privete
conservavion-ceaponyyr-or [Q0M A PREIVAIE-EONSERNATION-COURANY
BERSUN. OB _ERINAIE_EXRMI. QB

+&¥{B) B¥ diractly engage ENGABING ENGAGE in
conservation investments.

{2) The conservation purchases eor--investments (R
INYESTMENIS provided for in subsection {l1) are subject to
approval by the commissione

133 _COST-EEEECTINE CONSERVWATION  MEASURES ARRROVEQ.BY
IHE LOAMISSION MHSF MAYs AT IHE__CUSTOMERLS. DISCREFIONs _OF
INSTALLED. BY _E1THERZ

fa)}__A_PERSON OB & PRIVATE FIRM: ER

IB)_ _THE CUSTCOMER HIMSELFL DR

JCL L IHE_UTILLIY.

NEM. SECIIONs Section 3. Eligible conservatione
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Conpservation purchases ser-—+havestments [OR_._INYESTMENIS a3re
eliqgi>le wunder [sections 1 through €] if they are made for
eonstruction—ee~instatiation-that—+s—bequrmatter I0 _REPLACE,
WPGBAQEx_ QB __ENHANCE _BUILDING .. SHELL3s _SPACE _MEAZING QR
COOLING. _EQUIPHMENT, OB _REFRIGEBATION. _EQUIPMENT _HHILH WAS
INSTALLED _AND _IN. OPERATION. IN _THE _EXISTING SFRUCTURE
RESIQENTIAN. BUILDING_AS_QOF [the effective date of this act]
and sefore-danuary-iy—1993y-and-—thaty-at—the-time-—they--apre
piaced-in-the-rate-basey ara determined by the commission to
cost no more than 50% of the utility's avoided costs.

NEW SECIXIONa Section &« Commission to include
conservation in rate base —-- rate of returne (1) In order to
encour age the purchase of er—iavestment-+n OR_INYESTMENT 1IN
conservation by a wutilitys the commission shall include
conservation purchases er—-—-vavestments 03 _INYESTMENTS
eligidble wunder .[secticn 3] and in compliance with criterija
adapted under [section 5] in 3 utllity®'s rate base.

{(2) Fhe-commission-shatt HA¥-aliow-n—rate—of-return-on
parehsse—pf-or-tnvestrent—+n SR-ENYESIMENI-EN conservatiemy
estabtished——byy ESEABEISHED-BY ndding NOF-FH-EXCRED ADRING
an-inerement—of-~BE_FH-28 ARDED ABBER-to-ANB-NAF-FO--AC--LESS
FHAN~-the--rote--of-return-en-common-equity-permitted-an~-the
vettityle—other-investments IN __£STAGLISHING _SULH RAJE OF
BELUBH..IHE. _COMMISSION.. HBAY _ALLOW. AN _INCREMENT.QF Qe _T0 2%
ADRED I0_IyF RATE QE RETURK CON _COMHON €QUITY _PFRAMIXIED _ON

-ty 5B 456
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IHE UTILITY®S OTHER INWESTMENYS.

(3} The commission shall allow the rate of return
increment provided four in subsection {2) for a period not to
exceed 30 years after the conservation is first placed iIn
the rate basas

Led THE _ COMMISSION. . SHALL . PRESCRIBE _AMORIIZAYION
BERIDDS EOR CONSERYATION . THAY IS _INCLUQED _IN 4 UTILITY®S
RAIE. BASEa

NEW_SECIIONM. Section S« Criteria for a21lowable
conservation -~ onsite auditse (1) The commission shall
estabtish APPROQYE _COST-FEFECTIVENESS criteriay—-+neluding
enginsering-—--gnd---—cost-effectiveness-~--—criterter for
conservatian that mey HILL be placed into a utility's rate
basa under [sections 1 through 6}« The commission may
require a wutility to conduct onsite energy audits to
establish the eedterin POTENTIIAL FOR_CONSERWATLIOM MEASURES.

{Z) The commission may conduct ohsite energy audits to
insure ccmpliance with the criteria established under
subsection (1)

MLH_SECIIONe Section 6« Prohibition against utility
claimning conservation tax credite A utility whose
conservation is placed in the rate base wunder [sections 1
throuah 6} may net claim the tax credit allowed in
15=32-~1C7»

Section T« Section 15-32-107, MCAy is amended to readg:
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#]5=-32-107. Loans by utilities and fFinanci al
institutions =-- tax c¢redit for interest differentials (1) A
public utility providing electricity or natural gas may
install ar pay for the installation of energy conservation
materials or recognized nonfossil faorms of energy generation
systems in a dwellings The wutility may agree with the
occupant of the dwelling that the occupant shall reimburse
the utility for its expenditure in periodic installiment
payments added to the accupant's reguiar bill for
electricity or natural gas. The utility may charge interest
not exceeding the equivalent of TX% per year on the declining
balance of the sum advanced for the installation of energy
conservation materials and recognized nonfossil Fforms of
energy generation systems.

{2} A financial institutions as defined in 32-6-103y
may offer and make loans at am interest rate not less than 2
percentage points below the discount rate on g0-day
commercial paper In effect at the federal reserve bank in
the ninth federai reserve districtes

{3) A Except. as.provided lo_subsactiop.f&)s..a public
utility or a financial Institution lTending money under this
section may compute the differance between Interest it
actually receives on suth transactiont and the interest
which would have been received at the prevailing average

inter:st rate for home improvement loanss as preseribed in

il -1 SB 4%6



10
1
12
i3
14
15
16
17
18

12

21
22
23

24

S8 0456704

rules réde by the public service commissione The utility may
apply the Jdifference so computed as a credit against its tax
liability for the electrical energy producer's license tax
under 1%-51+161 or for the corporation license tax under
chapter 31y paft l. The public service commission shall
regulate yates I such a mapner that 2 utility making loans
under this section may not make 3 profit as the result of
this section. The FTinanclpl institution may apply the
difference so computed a8 a credit against its tax liability
for the corporation license tax under chapter 31y part 1.

{4) A utility may not c¢laim a tax credit under this
section exceeding $500,000 in any tax years. A financial
institution may not claim a tax credit wunder this section
exceeding $2,000 in any tax year.

(5) The publlc service commission may make rules to
implement this section as it shall apply to public utilities
onlys.

19)__A_public.utility whese-purchases.of or_lavesimenis
in.copservatiop are placed in the rate base as. _provided io
Lsectigaos. .l sbcough _6]) pay nok . recelve a3 ftax credit_ under
subsection_£31a"

NEM _SECTICN. Section Bs (oadification instructiones
Sections 1 through 6 are intended to be codified as an
integral part of Titie 69y chapter 3.

~End-
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STATEMENT OF INTENT
SENATE BILL 456

House Business and Industry Committee

& statesent of intent is necessary for this bill
because (It directs the Public Service Commission to adeopt
rules governing the installation of cost-effective
conservation measures and the reflection of those measures
ina utility"s rate bases The commission must approve
criteria and standards for:

{1) 2aliowable GOSI-EEEECIIYE conservation measures
frem-an-engéneering-standpoint;

t24--cost—effecriveneass

342} on-site energy audits;

t%3£3) conservation corresponding te end-use of energy
that 3 wutility provides;

t53L4) inspections;

$6%15) inclusion of conservation in a wutility's rate
basej

#3461 other procedures necessary to implement this
acte

In adopting cost effectivenass and enginearing
criterias the commission is directed ta consult with the
Uepartment of Matural Resources and Conservation and with

Hontana's representatives to the Northwest Power Councila

from

SB 456

It is not the intent of the legislature to allow grants

the Bonneville Power Administration for purposes of

conservation to be placed In tha rate base.

REFERENCE BILL: Includes Free Joint
Conference Committee Report

Dated Y- 2 -#3

- SR ush
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SENATE BILL NO. 456

INTRODUCED BY FULLERy HARPER

A BTtL FOR Ad ACT ENTITLED: *aN ACT TO ALLOW AN ELECTRIC UR
GAS UTILITY TO PURCHASE @R——¥NVEST--#N 08 _ INYEST = IN
COST-EFFECTIVE ENERGY (ONSERVATION; TO REQUIRE THE PUBLIC
SERVICE COMMISSION TO INCLUDE CONSERVATION IN A UTILITY'S
RATE BASE; TO REQUERE ALLONW THE PUBLIC SERVICE COMMISSION TD
ALLOW A HIGHER INCREMENTAL RATE OF RETURN ON CONSERVATION;

AMENDING SECTION 15-32-107y MCAL™

B TT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTARA:

NEH_SELTIQH. Section 1. ODefinitions. As used in
{sections 1 through 6]s the following definitions apply:

(l) “Avoided costs® means the +merementot INLRESENTAL
costse as determined by the commissions to--asn——electric—or
natsrat--qas--at+ivrey-of-energy-or-capacityr-or-pothy-whichy
bot-for-the-purchuse-of-or-+tnvestment-in-—conservatienr-—the
atitirty-~woutd--generate——or-—-supplty-vtsetrf-or-porchuse-froem
anether—sodres WHECH-HOMED-BE-INEUARED-O¥-FHE-UFILFFY-FE-FHE
eEEEE¥Y -BRFS-NAF MAKE-FHE-—PHREHASE--BF y-~0R -~ INVESTMENT - —FN
EONSERVATION TO AN ELECIRIC DR MATURAL GAS UTILITY OF ENERGY
08..CAPACIIY. DR EBOTH. WHMICHe BUT FOR _THE PURCHASE OF
LOMSERYATION. THE UTILITY WOULD GENERATE DR SUPPLY ITSELE OR
PURCHASE FROM AMOTHER SOURCE.
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{2) "Commission* wmweans the Maontana public service
commission created in 2-15-2602.

{3} *“CLonservation® means a-coxt-effective-measare~-thot
tnereases——energy-—afficiency—and——whichv-over-its—econonie
++fey-casts-tess-thane

{ay--eltectricity-froma——coanventional--fossit——fael—or
hydroelectrie—or-nuetear—plantt-or

thi--notural-gas—from-a-conventional-soarces

t4)-—tdeitityt——menns——a-—person-or-firmengayed—in—the
bustness—ofe

tayr-—interstate—or-intrastate—tronsportation—and--}ocad
dratribution-of-naturat-gas-fer-oitimate-consumption—sobject
to-the-coemmisrtonts-jourisdiceion-under—thsa-titiep-or

tof-—providing——-elettric——-—gservice-—-subject———to——the
Jurradiction--of--the—-commisston——onder--this—-——titie ANY
REDUCTION I8 ELECIRIC POWER DR _WATURAL GAS CONSUMPTION AS A
RESULT _QF ENyESFMENF-iN4 PUREHASE-RF INVESTMENI. _Ih__MEASURES
IHAY__INCREASE THE EFEICIENCY OF ELECTRICITY OR _GAS USE iN
BUILDING SHELLSs SPACE _HEATING OR COOLING EQUIPMENTs WATER
HEAIING. EQUIPHMENTy OR._REFRIGERATION FQUIPHMENT  OR  JIWER
COST-EFFECTIYE MEASURES WHICH. QVER ITS_ECONOMIC_  LIFE_ MEEY
IUE LRATERIA OF [SECTIQN 3]«

£4) “RESIDENTIAL -BUILDING™ _MEANS A BUJILDING USED FOR
RESINENIIAL DCCUPAHCY THAT:
La)__WaS EULLY CONSTRUCTED AND HABITABLE AS_QF _(THE

-2- 38 456
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EEEECTIYE DAFE OF IBIS ACT]S

IR)__HAS A SYSTEM EDR BEATING, LOULINGs DR BOTHa JIHAT
USES A _EURL SUPPIIED BY JHE JUTILITYZ AND

4L)- CONTAINS AY LEAST _ONE_GUT NOT__MORE__THAN _EOQUR
SEPARATELY 08 CENTRALLY HEATEQ DWELLING UNITS.O8 CONTAINS
HORE THAN FOQUR SEPARATIELY HEAYED OR_LOOLED _OR _8CIH HEATED
AND_COOLED UNTTS.

NEH _SECYIONe Section 2. Utility +Avestment-——rn-—-or
INVESYMENY IN DR purchase of conservation -- approval oy
commissione (1) A utility may#:

tat{a) opurchase consaervation frem-~——a---privote
conservation-conpanys~or ERUM A ERIVATE-EONSERYATIGH-COMPAMY
BERSON OR PRIYATE FIRMi OR

t63{ft BY directly engage ENGAGING ENGAGE in
conservation investments.

{2) The conservation purchases eor-——-nvestments R
INVISTMENTS provided for in subsection {1} are subject to
approval by the commission.

133 _COST-EFFECIIVE | LONSERYATION _#EASURES APPROVED BY
IHE_COMMISIION MPSE MAY» AY THE (USTOMER®S QISCRETIONs BE
INSTALLED 8Y EITHER:2

LA, A _PEBSON OB A PRIVATE FIRM: S3

1B}, THE CUSTOMER HIMSELF: QR

LC__THE UTILIIYs

NEW_SECTIJNe Section 3e Eligible

conservatioia.
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Conservation purchases er—investments R __INVESTHENIS are
eligible under (sections 1 theough €] if they are made for
constracton-or—instaliation-that—is-bequn—after 10 REPLACLs
UPGRADEs (R __ENHANCE _BUILDING SHFLLIe _JPACE HEATING. OR
LOM ING EQUIPMENT.  OR . REFRIGERATION . _EQUIPMENT _WHICH HAS
INSTALLED _AND__IN_ QPERATLON _IN . _YHE _EXISTING SERgERURE
RESIDENTIAL__BUILDING _AS OF [the effective date of this oct]
and before-danaary-ty—1993v—ond-thaty-at-the-time--they--ore
placed-+n-the-rate-baser are determined by the commission to
cost no more than 50% of the utility's avoided CoO5LSa

NEW_SECTIQNs Section 4. Commission to boocliuge
conservation in rate base ~=- rate of return. (1) In ooy ta
encourage the purchase of er—invesement—+n QR_INYESTMENT _IN
conservation by & utilitys the commission shal) incluce
conservation purchases or-—+nvestments GR___INVESTMLINTS
eligible wunder ({section 3] and in compliance with criteria
adopted under [section $) in a utility®s rate base.

(2) Fhe-commission-shatt HaY-sttew-a-rote—of-return-on
parchase-of-or-investment—in BR-INYESTHENI-FN conservationy
cstablishied--byy ESTABCISHED-RY odding NRI-FO-EXEEED ARDING
an-tneresent-of-GR-F9-2% ADDBED ADDED-to-ANB-NOF-FR-—8€--LESS
FHAN~ ~bhe-~Fak e —af-retdrt-GR-eONRL N SGdtty-pernitted-on-the
whitityis—ethar—tavestments IN__ESTALLISHING SULCH. HATE OF
RETURN _I€E COMMISSION.  MaY _ALLOW a4 IMCAEMENI OF UP JO 2%
ADREN Y0 THE RATE DF RETURN ON COMMON _EQUITY PERMIITED ON

-t 5B 456
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IHE UTILITY!S OTHER_INWESTMENTS.

[3) The commission shall alload 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
the rate hase.

£4) IHE _ COMMISIION _ SHALL  PRESCRIBE AMORTIZATION
BERIOD: . FOR _CONMSERVATION THAT IS INCLUQED IN & UTILITY'S
RAIC BASEa

NEW SECTIONs Section 5« Criteria for allowable
canservation —- onsite audits. {1) The commission shal)
estabd+sh  APPROVE _(QST-EFFECTIVENESS criteriav-—inetuding
enygtneering———-and—-—---eost~effectiveness-————eriteriny for
conservation that mey HILL be placed into a utility®s rate
base under [sections 1 through 6}. Fhe--commission—-—may
require-—a~~util ity--to~-conduct--onsite-—enerqgy--sudits-—-to
ecatabhtisn—the—criterin PRTENFIAL-ECAR-CENSERYATION-—MEASURES S

{¢) The commission may conduct onsite energy audits to
insure compliance with the criteria established under
subsection {1l).

NEM _SECTEQNs Section 6 Prohibitiom against utility
claiming conservation tax credit. A utility 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 15-32-10Ty MCA» is amended to reaa:
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"15-32-107« Loans by utilities and financial
institutions =-- tax credit for interest differentiale {1} A
public utility providing electricity or natural gas may
install or pay for the installation of energy conservation
materials or recognized nonfossil forms of energy gencration
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 instaliment
payments added to the occupant?s regular bill for
electricity or natural gas. The utility may charge interest
not exceeding the equivalent of 7% per year on the declining
balance of the sum advanced for the installation of energy
conservation materials and recognized nonfossil forms of
energy generation systems.

{2y A financial institutions as defined in 32-6-103,
may offer and make loans at an interest rate not less than 2
percentage points belos the discount rate on 30-~day
commercital paper in effect at the federal reserve bank in
the ninth federal reserve district.

{3) =» Except as provided jn subgection [&)s @ public
utility orf 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 nave been received at the nprevailing average

interest rate for home improvement loanssy as prescribed in

- S8 456
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rutes made by the public service commissione The utility may
apply the difference so computed as a credit against its tax
tiability for the electrical energy producer®s 1license tax
under 15-51-161 or for tne corporation license tax under
chapter 31y part 1. The public service commission shall
raogulate rates in such a manner that a utility making Joans
under this section may not wake a profit as the result of
this sections The fingncial institution wmay apply the
difference 50 computed as a credit against its tax liability
for the corporation license tax under chapter Jly part l.

(4) A utility may not claeim a tax «credit wunder this
sectian exceeding $5%00:000 in any tax years A financial
institution m2y not c¥aim a tax credit under this section
exceeding $2,000 in any tax year.

(5} The public service commission may make rules to
implement this section as it shall apply to public utilities
onlye

(et A public ykility whose purchases of of inyestmenks
in conseryation arg placed io fhe rate base as__provided in
{sections 1 _through 6] may.not.receive. a tax credit uader
subsection (3)a"

NCH_SECTYOMa Section Be. cCodification instructians
Sections 1 through 6 are intended to be codified as an
integral part of Title 59, chapter 3.

—~End—
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