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INTRODUCED BY 

t.$..3L~ 
••AN ACT REQUIRING THE PUBLIC 

SERVICE COMMISSION TO SET RATES FOR UTILITY PURCHASES FROM 

QUALIFYING FACILITIES AT THE UTILITY'S AVOIDED COST AND 

SPECIFYING THE AVOIDED COST UNDER CERTAIN CIRCUMSTANCES: 

AMENDING SECTION 69-3-604, MCA." 

WHEREAS, the Congress of the United States enacted the 

Public Utility Regulatory Policies Act of 1978 (PURPA), 

which included provisions requiring public utilities to 

purchase power from certain qualifying facilities at the 

utilities' avoided cost, as defi~ed in the act; and 

WHEREAS, the Legislature empowered Montana's Public 

Service Commission to determine avoided cost rates in 

accordance with PURPA and the rules promulgated thereunder 

by the Federal Energy Regulatory Commission; and 

WHEREAS, it was the intent of PURPA that utilities pay 

only for costs which could be truly avoided by the purchase 

of capacity and energy; and 

WHEREAS, a utility that has a base-load generating 

station which the Commission has determined is not needed to 

serve its customers or which has other excess capacity or 

energy on its system avoids no cost in purchasing additional 
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capacity; and 

WHEREAS, a utility that can purchase capacity or energy 

from a power pool avoids only the costs charged by the pool 

in purchasing capacity or energy from a qualifying facility; 

and 

WHEREAS, it was the intention of the Legislature to 

authorize the Commission to set purchase rates only for 

truly avoided costs. 

THEREFORE, the Legislature finds it appropriate to 

specify the requirement that utilities are obligated to 

purchase power only at truly avoidable costs. 

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

Section 1. Section 69-3-604, MCA, is amended to read: 

"69-3-604. Standards for determination of rates and 

conditions. (l) The commission shall determine the rates and 

conditions of the contract for the sale of electricity by a 

qualifying small power production facility according to the 

standards in subsecti'ons (2) through (5}. 

( 2) Long-term contracts for the purchase of 

electricity by the utility from a qualifying small power 

production facility shall be encouraged in order to enhance 

the economic feasibility of qualifying small power 

production facilities. 

(3) The rates to be paid by a utility for electricity 

-2- INTRODUCED BILL 
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pu.ccohased. from a- qua-lifying small powei' production facility 

shall be established- with· considera·tion of the availability 

and reliability of the elect-ricity produced. 

(4) 'rhe commission; mq- s-hall set the-s-e ra-tes- by~ast!'-ef 

any-~-~he-fo±low±ng-meuhods~ 

tat--the-aTo±ded-~-o..~r-~he-t!~-O'f-t!h!t-een~~ 

tbt--~he--eos~--~--predue~*Oft-r~r-t!he-~a±~£y~ng-~r 

pow:ee-p~otitte-1! ~n-£:eei-:l±ey-pitrS':-a-jttft~--r-~·nab%-e- 1""1!~ttrft7 

"" 
tet--any-ot-her-me-~hed-ttltrt-w-±H-p~me~e-e~e-de'\Pe%opmt!'r!'t~ 

oE--qu~i±Ey±n~--sm~~--powe~---prodttetion---eae~~±ti~• Ln 

compliance with the ruJ.es- and r·egulations establ i·shed b"t the 

federa~ Publ.ic Utility Regulatory Policies.- Act of 1978-. If a 

utility is able ta purchase capacit-y and en-ergy froiT~ a power 

pool, the avoided cost of capacity and energy must be the 

price charged by the power pool. If the conunissi:on has 

determinFd that a utility has excess generati~? capacity, 

the avoided cost of capacity must be zero and the avoided 

19 cost of energy must be equal to the utility's incremental 

20 running cost. 

21 

22 the 

(5) The commission may adopt 

criteria for qualifying 

rules further defining 

small power production 

23 facilities, their cost-effectiveness-, and other standards." 

24 NEW SECTION. Section 2. Extension of authority. Any 

25 existing authority of the public service commi:-.>::ii.un to make 
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rules on the subject of the provisions of this act is 

extended· to the provisions of this act. 

-E:nd-
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REQUIRING THE PUBLIC 

SERVICE COMMISSION TO SET RATES FOR UTILITY PURCHASES FROM 

QUALIFYING FACILITIES AT THE UTILITY'S AVOIDED COST AND 

SPECIFYING THE AVOIDED COST UNDER CERTAIN CIRCUMSTANCES; 

AMENDING SECTION 69-3-604, MCA." 

WHEREAS, the Conqress of the United States enacted the 

Public Utility Regulatory Policies Act of 1978 (PURPA), 

which included provisions requiring public utilities to 

purchase power from certain qualifying facilities at the 

utilities' avoided cost, as defined in the act; and 

WHEREAS, the Legislature empowered Montana's Public 

Service Commission to determine avoided cost rates in 

accordance with PURPA and the rules promulqated thereunder 

by the Federal Energy Regulatory Commission; and 

WHEREAS, it was the intent of PURPA that utilities pay 

only for costs which could be truly avoided by the purchase 

of capacity and enerqy; and 

WHEREAS, a utility that has a base-load generating 

station which the Commission has determined is not needed to 

serve its customers or which has other excess capacity or 

energy on its system avoids no cost in purchasing additional 
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capacity; and 

WHEREAS, a utility that can purchase capacity or energy 

from a power pool avoids only the costs charged by the pool 

in purchasing capacity or energy from a qualifying facility; 

and 

WHEREAS, it was the intention of the Legislature to 

authorize the Commission to set purchase rates only for 

truly avoided costs. 

THEREFORE, the Legislature finds it appropriate to 

specify the requirement that utilities are obligated to 

purchase power only at truly avoidable costs. 

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

Section 1. Section 69-3-604, MCA, is amended to read: 

"69-3-604. Standards for determination of rates and 

conditions. (1) The commission shall determine the rates and 

conditions of the contract for the sale of e~ectricity by a 

qualifying small power production facility according to the 

standards in subsections (2) through (5). 

(2) Lonq-term contracts for the purchase of 

electricity by the utility from a qualifyinq small power 

production facility shall be encouraged in order to enhance 

the economic feasibility of qualifying small power 

production facilities. 

(3) The rates to be paid by a utility for electricity 

-2- SECOND READING 
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purchased from a qualifying small power production facility 

shall be established with consideration of the availability 

and reliability of the electricity produced. 

4 (4) The commission may shall set these rates by-nse-o£ 

5 any-o£-the-£ollowing-metho~s~ 

6 tat--~h~-eve*d~d-ee~t-over-the-term-e£-the-cofttrset; 

7 tbt--the--eost--o£--prodnetion-£or-the-~ttali£ying-small 

8 power-prodnction-£aciiity-p%H~-a-;Hst-an~-rea~eftabie-retttrn; 

9 or 

10 tet--any-other-method-that-will-promote-the-development 

11 o£--~nali£ying--small--power---produetion---£aeilitiesT in 

12 compliance with the rules and regulations established by the 

13 federal Public Utility Regulatory Policies Act of 1978. If a 

14 utility is able to purchase capacity and energy from a power 

15 pool, the avoided cost of capacity and energy must be the 

16 price charged by the power pool. If the commission has 

17 determined that a utility has excess generating capacity, 

18 the avoided cost of capacity must be zero and the avoided 

19 cost of energy must be equal to the utility's incremental 

20 running cost. 

21 

22 

23 

24 

25 

(5) The commission may adopt rules further defining 

the criteria for qualifying small power production 

facilities, their cost-effectiveness, and other standards." 

NEW SECTION. Section 2. Extension of authority. Any 

existing authority of the public service commission to make 

-3-
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rules on the subject of the provisions of this act is 

extended to the provisions of this act. 

-End-
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INe~I::;t ~ ~iii:, 
"AN ACT REQUIRING THE PUBLIC 

SERVICE COMMISSION TO SET RATES FOR UTILITY PURCHASES FROM 

QUALIFYING FACILITIES AT THE UTILITY'S AVOIDED COST AND 

SPECIFYING THE AVOIDED COST UNDER CERTAIN CIRCUMSTANCES; 

AMENDING SECTION 69-3-604, MCA." 

WHEREAS, the Congress of the United States enacted the 

Public Utility Regulatory Policies Act of 1978 (PURPA), 

which included provisions requiring public utilities to 

purchase power from certain qualifying facilities at the 

utilities• avoided cost, as defined in the act; and 

WHEREAS, the Legislature empowered Montana's Public 

Service Commission to determine avoided cost rates in 

accordance with PURPA and the rules promulgated thereunder 

by the Federal Energy Regulatory Commission; and 

WHEREAS, it was the intent of PURPA that utilities pay 

only for costs which could be truly avoided by the purchase 

of capacity and energy; and 

WHEREAS, a utility that has a base-load generating 

station which the Commission has determined is not needed to 

serve its customers or which has other excess capacity or 

energy on its system avoids no cost in purchasing additional 
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capacity: and 

WHEREAS, a utility that can purchase capacity or energy 

from a power pool avoids only the costs charged by the pool 

in purchasing capacity or energy from a qualifying facility: 

and 

WHEREAS, it was the intention of the Legislature to 

authorize the Commission to set purchase rates only for 

truly avoided costs. 

THEREFORE, the Legislature finds it appropriate to 

specify the requirement that· utilities are obligated to 

purchase power only at truly avoidable costs. 

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

Section 1. Section 69-3-604, MCA, is amended to read: 

11 69-3-604. Standards for determination of rates and 

conditions. {1) The commission shall determine the rates and 

conditions of the contract for the sale of electricity by a 

qualifying small power production facility according to the 

standards in subsections (2) through (5). 

( 2) . Long-term contracts for the purchase of 

electricity by the utility from a qualifying small power 

production facility shall be encouraged in order to enhance 

the economic feasibility of qualifying small power 

production facilities. 

(3) The rates to be paid by a utility for electricity 
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purchased from a qualifying small power production facility 

shall be established with consideration of the availability 

and reliability of the electricity produced. 

(4) The commission may shall set these rates by-Hse-e£ 

any-e£-the-£eiiewing-metheds~ 

tat--the-8vo±ded-eost-over-the-term-e!-the-eontract; 

fbt--the--eest--e£--predHetien-fer-the-quaii£ying-smali 

power-produet~on-raeility-p~~s-a-just-and-reasonabie-ret~rn; 

er 

tct--any-etner-methed-that-wiil-premete-the-deYelepment 

o£--q~aii!y±ng--small--power---prodttetien---£aeilities• in 

compliance with the rules and regulations established by the 

federal Public Utility Regulatory Policies Act of 1978. If a 

utility is able to purchase capacity and energy from a power 

pool, the avoided cost of capacity and energy must be the 

price charged by the power pool. If the commission has 

determined that a utility has excess generating capacity, 

18 the avoided cost of capacity must be zero and the avoided 

19 cost of energy must be equal to the utlllty•s incremental 

20 running cost. 

21 (5) The commission may adopt rules further defining 

22 the criteria for qualifying small power production 

23 facilities, their cost-effectiveness, and other standards." 

24 NEW SECTION. Section 2. Extension of authority. Any 

25 existing authority of the public service commission to make 
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rules on the subject of the provisions of this act is 

extended to the provisions of this act. 

-End-
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