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A BILL FOR AN ACT ENTITLED: "AN ACT TO EXTEND THE TAX 

INCENTIVE FOR THE PRODUCTION OF AI,COHOL THAT IS BLENDED OR 

IS TO BE BLENDED AS GASOHOL; AMENDING SECTION 15-70-522, 

MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A 

CONTINGENT RETROACTIVE APPLICABILITY DATE." 

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

Section 1. Section 15-70-522, MCA, is amended to read: 

•15-70-522. Tax incentive for production of alcohol. 

{1) (a) Provided the alcohol was produced in Montana from 

Montana agricultural products, including Montana wood or 

wood products, there is a tax incentive payable to alcohol 

distributors for distilling alcohol that: 

(i) was blended with gasoline for sale as gasohol in 

Montana; or 

{ii) was exported from Montana and has been blended 

with gasoline for sale as gasohol. 

(b} Payment shall be made by the department of revenue 

out of the amount collected under 15-70-204. 

(2) Except as provided in subsections (3) through (5), 

the tax incentive on each gallon of alcohol distilled in 

accordance with subsection {1) is: 
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(a) beginning July l, 1983, 70 cents per gallon; 

(b) beginning April 1, 1985, 50 cents per gallon; 

(c) beginning April 1, 1987, 30 cents per qallon; and 

{d) beginning April l, i:999 1993, and thereafter, 

there is no tax incentive. 

(3) The incentive schedule provided for in subs~ction 

(2) shall be modified in response to market conditions as 

follows: 

(a) If for any 2 consecutive calendar quartPrs ending 

on or before September 30, 1984, the gallons of gasohol sold 

or that have received the benefit of the tax incentive 

during those quarters comprise 8\ or more but less than llt 

of the total gallons of nonaviation gasoline and gasohol 

sold in Montana, the tax incentive for alcohol shall b@ 50 

cents per gallon, effective beginning the seconU calendar 

quarter after the 2 consecutive calendar quarters during 

which the gallons of gasohol sold or that have received the 

benefit of the tax incentive during those quarters comprised 

8% or more but less than 11% of the total gallons of 

nonaviation gasoline and gasohol sold in Montana. 

(b) If for any 2 consecutive calendar quarters ending 

on or before September 30, 1986, the gallons of gasohol suld 

or that have received the benefit of the tax incentive 

during those quarters comprise 11% or more but less than 18% 

of the total gallons of nonaviation gasoline and gasohol 
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sold in Montana, the tax incentive for alcohol shall be 30 

cents per gallon effective beginning the second calendar 

quarter after the 2 consecutive calendar quarters during 

which the gallons of gasohol sold or that have received the 

benefit of the tax incentive during those quarters comprised 

11% or more but less than 18% of the total gallons of 

nonaviation gasoline and gasohol sold in Montana. 

(c) If for any 2 consecutive calendar quarters ending 

on or before September 30, 1988, the gallons of gasohol sold 

or that have received the benefit of the tax incentive 

during those quarters comprise 18% or more of the total 

gallons of nonaviation gasoline and gasohol sold in Montana, 

the tax incentive for alcohol shall be eliminated effective 

beginning the second calendar quarter after the 2 

consecutive quarters during which the gallons of gasohol 

sold or that have received the benefit of the tax incentive 

during those quarters comprised 18% or more of the total 

gallons of nonaviation gasoline and gasohol sold in Montana. 

(d) Each quarter, the department shall compute the 

share of the total nonaviation gasoline and gasohol market 

that is represented by gasohol, according to the information 

contained in gasoline distributors' returns and the 

applications for payment of the alcohol production tax 

incentive. Alcohol that is exported from Montana and 

eligible for the tax incentive must be included in the 
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computations. 

(4) Regardless of the alcohol tax incentive provided 

in subsection (2) or (3), the total payments made for the 

incentive under this part may not exceed $2,500,000 in any 

consecutive 12-month period beginning April 1, 1985. 

(5) No alcohol distributor may receive tax incentive 

payments under subsection (2) that exceed $1,000,000 in any 

consecutive 12-month period beginning April 1, 1985, except 

as follows. If total tax incentive payments to all eligible 

alcohol distributors in any consecutive 12-month period 

beginning April l, 1985, do not reach the percentage at 

production maximums in subsection ( 3) or the maxi:nu~ J,Jllar 

amount in subsection (4), an alcohol distributor who has 

received the maximum payment of $1,000,000 as herein 

provided may receive additional tax incentive payments 

subject to the percentage of production maximums in 

subsection (3) or the maximum dollar amount in subsf"•~tion 

( 4) ... 

NEW_;;ECT~()I<~ Section 2. Extension of authority. Any 

existing authority to make rules on the subject of the 

provisions of (this act] is extended to the provisions of 

[this act]. 

NEW SECTION. Section 3. Effective date. [T!us act] is 

effective on passage and approval. 

NEW SECTION. Section 4. Contingent retroactive 

-4-
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1 applicability. If {this act) is passed and approved after 

2 April 1, 1989, the provisions of [this act] apply 

3 retroactively, within the meaning of l-2-109, to April 1, 

4 1989. 

-End-
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STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for !JB420, as introduced. 

DESCRIPTION OF PROPOSED LEGISLATION: 

An act to extend the tax incentive for the production of alcohol that is blended or is to be blended as gasohol; 
providing an immediate effective date and a contingent retroactive applicability date. 

ASSUMPTIONS: 

1. The Revenue Estimating Advisory Council's estimates of gasoline tax receipts and gasohol production provide 
the basis for comparison. 

2. Net Department of Highways receipts will be $77,709,000 in FY90 and $76,576,000 in FY91. 
3. Gasohol incentive payments will be $186,000 for each year of the biennium as estimated by REAC for FY89. 

FISCAL IMPACT: 

Revenue Impact: 

Current Law 
Gasoline Tax-Dept. of 
Highways Net Receipts$77,709,000 

Expenditure Impact: 

FY90 
Proposed Law 

$77,523,000 

FY91 
Difference Current Law Proposed Law Difference 

($186,000) $76,576,000 $76,390,000 ($186,000) 

The department expenditures associated with this proposal would be minimal. 

VUAJ"J'~ ~/.:z/%1 11~\....{;.,_.I,L> .:., • 3]: 4<'! / j(\..f ><'< F/ 'f F { 

FRANCIS KOEHNKE, - .. '--- ___ .. _ -- - ' - ' 

Fiscal Note for !J:B420, as introdu.ced 

118 '(2,.~ 
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ON TAXATION 

HOUSE BILL ·No. 420 

INTRODUCED BY KOEHNKE, GALT, SCHYE, WESTLAKE, DEMARS 

A BILL FOR AN ACT ENTITLED: "AN ACT TO EXTEND THE TAX 

INCENTIVE FOR THE PRODUCTION OF ALCOHOL THAT IS BLENDED OR 

IS TO BE BLENDED AS GASOHOL; AMENDING SECTION 15-70-522, 

MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A 

CONTINGENT RETROACTIVE APPLICABILITY DATE." 

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

Section 1. Section 15-70-522, MCA, is amended to read: 

•15-70-522. Tax incentive for production of alcohol. 

(l) (a) Provided the alcohol was produced in Montana from 

Montana agricultural products, including Montana wood or 

wood products, there is a tax incentive payable to alcohol 

distributors for distilling alcohol that: 

(i) was blended with gasoline for sale as gasohol in 

Montana: or 

(ii) was exported from Montana and has been blended 

with gasoline for sale as gasohol. 

(b) Payment shall be made by the department of revenue 

out of the amount collected under 15-70-204. 

(2) Except as provided in subsections (3) through (5), 

the tax incentive on each gallon of alcohol distilled in 

accordance with subsection (1) is: 
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(a) beginning July 1, 1983, 70 cents per gallon; 

(b) beginning April 1, 1985, 50 cents per gallon; 

(c) beginning April 1, 1987, 30 cents per gallon; and 

(d) beginning Ap,tl JULY 1, ±969 i993 1991, and 

thereafter, there is no tax incentive. 

(3) The incentive schedule provided for in subsection 

(2) shall be modified in response to market conditions as 

follows: 

(a) If for any 2 consecutive calendar quarters ending 

on or before September 30, 1984, the gallons of gasohol sold 

or that have received the benefit of the tax ~ncentive 

during those quarters comprise 8% or more but less thdn 11% 

of the total gallons of nonaviation gasoline and gasohol 

sold in Montana, the tax incentive for alcohol shall be SO 

cents per gallon, effective beginning the second calendar 

quarter after the 2 consecutive calendar quarters during 

which the gallons of gasohol sold or that have received the 

benefit of the tax incentive during those quarters comprised 

8% or more but less than 11% of the total gallons of 

nonaviation gasoline and gasohol sold in Montana. 

(b) If for any 2 consecutive calendar quarters ending 

on or before September 30, 1986, the gallons of gasohol sold 

or that have received the benefit of the tax incentive 

during those quarters comprise ll% or more but less than 18% 

of the total gallons of nonaviation gasoline and gasohol 

-2- HB 420 
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sold in Montana, the tax incentive for alcohol shall be 30 

cents per gallon effective beginning the second calendar 

quarter after the 2 consecutive calendar quarters during 

which the gallons of gasohol sold or that have received the 

benefit of the tax incentive during those quarters comprised 

11% or more but less than 18% of the total gallons of 

nonaviation gasoline and gasohol sold in Montana. 

(c) If for any 2 consecutive calendar quarters ending 

on or before September 30, 1988, the gallons of gasohol sold 

or that have received the benefit of the tax incentive 

during those quarters comprise 18% or more of the total 

gallons of nonaviation gasoline and gasohol soJd in Montana, 

the tax incentive for alcohol shall be eliminated effective 

beginning the second calendar quarter after the 2 

consecutive quarters during which the gallons of gasohol 

sold or that have received the benefit of the tax incentive 

during those quarters comprised ~8% or more of the total 

gallons of nonaviation gasoline and gasohol sold in Montana. 

(d) Each quarter, the department shall compute the 

share of the total nonaviation gasoline and gasohol market 

that is represented by gasohol, according to the information 

contained ln gasoline distributors' returns and the 

applications for payment of 

incentive. Alcohol that is 

the alcohol production tax 

exported from Montana and 

eligible fur the tdx ince11tive must b~ included in the 
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computations. 

(4) Regardless of the alcohol tax incentive provided 

in subsection (2) or (3), the total payments made for the 

incentive under this part may not exceed $~,sse,aee 

$1,250,000 in any consecucive 12-month period beginning 

April 1, 1985. 

(5) No alcohol distributor may receive tax incentive 

payments under subsection (2) that exceed $1,000,000 in any 

consecutive 12-month period beginning April 1, 1985, except 

as follows. If total tax ii1cent1ve payments co all eligible 

alcohol distributors in any consecutive 12-gonth period 

beginning April l, 1985, do not reach the perce~rage of 

production max1nums in subsection {3) or the ~aximum dollar 

amount in subsection {4), an alcohol distributor who has 

received the maximum payment of $1,000,000 as herein 

provided 

subject 

may receive a.dditional 

to the percentage of 

tax incencive payments 

production maximums in 

subsection (3) or the maximum dollar amount in subsection 

( 4) 0" 

NEW SECTION. Section 2. Ex tens ion of authority.. Any 

existing authority to make rules on the subject of the 

provisions of (this act] is extended to the provisions of 

[this act]. 

NEW SECTION. Section 3. Effective date. [This dct] is 

effective on passage and approval. 

-4- HB 420 
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1 NEW SECTION. Section 4. Contingent retroactive 

2 applicability. If (this act} is passed and approved after 

3 Ap~il 1, 1989, the provision~ of [this actl apply 

4 retroactively, within the meaning of l-2-109, to April 1, 

5 1989. 

-End-

-5- HB 420 



51st Legislatu~e HB 0420/02 

1 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

l7 

18 

19 

20 

21 

22 

23 

24 

25 

HOUSE BILL NO. 420 

INTRODUCED BY KOEHNKE, GALT, SCHYE, WESTLAKE, DEMARS 

A BILL FOR AN ACT ENTITLED: "AN ACT TO EXTEND THE TAX 

INCENTIVE FOR THE PRODUCTION OF ALCOHOL THAT IS BLENDED OR 

IS TO BE BLENDED AS GASOHOL; AMENDING SECTION 15-70-522, 

MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A 

CONTINGENT RETROACTIVE APPLICABILITY DATE." 

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

Section 1. Section 15-70-522, MCA, is amended to read: 

•15-70-522. Tax incentive for production of alcohol. 

(1) (a) Provided the alcohol was produced in Montana from 

Montana agricultural products, including Montana wood or 

wood products, there is a tax incentive payable to alcohol 

distributors for distilling alcohol that: 

(i} was blended with gasoline for sale as gasohol 1n 

Montana; or 

(ii} was exported from Montana and has been blended 

w1th gasoline for sale as gasohol. 

{b) Payment shall be made by the department of revenue 

out of the amount collected under 15-70-204. 

(2) Except as provided in subsections (3) through {5), 

the tax incentive on each gallon of alcohol distilled in 

accordance with subsection (1) is: 
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(a) beginning July 1. 1983, 70 cents per gallon; 

(b) beginning April 1, 1985, SO cents per gallon; 

(c) beginning April 1, 1987, 30 cents per gallon; and 

(d) beginning AprH JULY 1, l9B9 l99'l 1991, and 

thereafter, there is no tax incentive. 

(3) The incentive schedule provided for in subsection 

(2} shall be modified in response to market conditions as 

follows: 

(a) If for any 2 consecutive calendar quarters ending 

on or before September 30, 1984, the gallons o( gasohol sold 

or that have received the benefit of the tax incentive 

during those quarters compfite 8\ or more but less thdn 11% 

of the total gallons of nonaviation gasoline and gasohol 

sold in Montana, the tax incentive for alcohol shall be 50 

cents per gallon, effective beginning the second calendar 

quarter after the consecutive calendar qtJarters during 

which the gallons of gasohol sold or that have received the 

benefit of the tax incentive during those quarters comprised 

8% or more but less than 11\ of the total gallons of 

nonaviation gasoline and gasohol sold in Montana. 

{b) If for any 2 consecutive calendar quarters ending 

on or before September 30, 1986, the gallons of gasohol sold 

or that have received the benefit of the tax incentive 

during those quarters comprise ll% or more but less than 18% 

of the total gallons of nonaviation gasoline and gasohol 

-2- HB 420 
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sold in Montana, the tax incentive for alcohol shall be 30 

cents per gallon effective beginning the second calendar 

quarter after the 2 consecutive calendar quarters du[ing 

which the gallons of gasohol sold or that have received the 

benefit of the tax incentive during those quarters comprised 

11\ or more but less than 18% of the total gallons of 

nonaviation gasoline and gasohol sold in Montana. 

(c) If for any 2 consecutive calendar quarters ending 

on or before September 30, 1988, the gallons of gasohol sold 

or that have received the benefit of the tax incentive 

during those quarters comprise 18\ or more of the total 

gallons of nonaviation gasoline and gasohol sold in Montana, 

the tax incentive for alcohol shall be eliminated effective 

beginning the second calendar quarter after the 2 

consecutive quarters during which the gallons of gasohol 

sold or that have received the benefit of the tax incent1ve 

during those quarters comprised 18% or more of the total 

gallons of nonaviation gasoline and gasohol sold in Montana. 

(d) Each quarter, the department shall compute the 

share of the total nonaviation gasoline and gasohol market 

that is represented by gasohol, according to the information 

contained in gasoline distributors• returns and the 

appl1cations for payment of the alcohol production tax 

incentive. Alcohol that is exported from Montana and 

eli~ible for the tax inc~nt1ve must be included in the 

-3- HB 420 
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computations. 

(4) Regardless of the alcohol t<:1X ir.l't:'LH i "'e provided 

in subsection (2) or (3), the totdl pdyments made for the 

incentive under this part may nol exceed $%-,-5aa-,-aae 

$1,250,000 in any consecutive 12-wonth period beginning 

Apn1 1, 1985. 

{5) No alcohol distributor may receive tax incentive 

payments under subsection (2) that exceed $1,000,000 in any 

consecutive 12-month period beginning April 1, 1985, except 

as follows. If total tax incentive payments to all eligible 

alcohol distributors in any consecutive 12-month period 

beginning April l, 1985, do nol reach lhe percent~ge of 

production maximums in subsection (3) or the maximum dollar 

amount 10 subsection 

received the maximum 

(4), an alcohol distributor who has 

payment of Sl,OUO,OOU as herein 

provided may receive additional tax incentive payments 

subject to the percentage of production maximums in 

subsection ( 3) or the maximum dollar amount in subsection 

( 4) ... 

NEW SECTION. Section 2. Extension of authority. Any 

existing authority to make rules on the subject of the 

provisions of [this act} is exte11ded to 

[this act]. 

the prOVlSlOOS of 

NEW SECTION. Section 3. Effective date. [This act] <s 

effective on passage and apprvval. 

-4- HB 420 
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1 NEW SECTION. Section 4. Contingent retroactive 

2 applicability. lf [this act] is passed and approved after 

3 April 1, 1989, the provisions of (this act} apply 

4 

5 

retroactively, within the meaning of l-2-109, 

1989. 

-End-

-5-
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SERA~E S~ARDIRG COMMITTEE RBPORT 

March 31, 1989 

HR. PRESIDENT: 
We, your committee on Taxation, having had under consideration 

HB 420 (third reading copy-- blue), respectfully report that HB 
420 be amended and as so amended be concurred in: 

1. Page 2, line 4. 
Strike: ".lill" 
Insert: "1993" 

ARD AS AKERDID 81 CORCURRID IR 

Sponsor: Koehnke (Rapp-Svrcek) 

Signed '---~~~-='=--R~~&w~-?'"'=-:--::
Bob Brown, Chairman 

SENATE 

H 13 I(Z.O 
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HOUSR RILL NO. 420 

INTRODUCED BY KOEHNKE, GALT, SCHYE, W£STLAKE, DEMARS 

A BILL FOR AN ACT ENTITLED: "AN ACT TO EXTEND THE TAX 

INCENTIVE FOR THE PRODUCTION m· ALCOHOL THAT IS BLENDED OR 

IS TO BE BLENDED AS GASOHOL; AMENDING SECTION 15-70-522, 

MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A 

CONTINGENT RETROACTIVE APPLICABILITY DATE." 

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

Section 1. Section 15~70-522, MCA, is amended to read: 

•15-70-522. Tax incentive for production of alcohol. 

(1) (a) Provided the alcohol was produced in Montana from 

Montana agricultural products, including Montana wood or 

wood products, there is a tax incentive payable to alcohol 

distributors for distilling alcohol that: 

(i) was blended with gasoline for sale as gasohol in 

Montana; or 

{ii) was exported from Montana and has been blended 

with gasoline for sale as gasohol. 

(b) Payment shall be made by the department of revenue 

out of the amount collected under 15-70-204. 

(2) Except as provided in subsections (3) througl1 (5), 

the tax incentive on each gallon of alcohol distilled in 

accordance witl1 subsection (1) is: 
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(a} beginn1ng July 1, 1983, 70 cents per gallon; 

(b) beginning April l, 1985, ~0 ce[1ls pet gcillcn; 

(c) beginning April 1, 1987, 30 cents p~r gallon; and 

(d) beginning April ="!ULY 1, 1989 .!~93 ~991 !__~_'?~, and 

thereafter, there is no tax ince[1tivc. 

(3) The incentive schedule provided for in subsection 

(2) shdll be modified 1n response to market conditions as 

follows: 

(a) If for any 2 consecutive calerJddr quarters ending 

on or before September 30, 1984, the gallons of gas~hcl sold 

or that hav~ re2eived the benefit of the tax ir1centive 

during tho~e quarters comprise 8% or more but less than ll\ 

of the total gallons of nonaviation gasoline and gasohol 

sold in Montana, the tax incentive for alcohol shall be 50 

cents per gallon, effective beginning the second calendar 

quarter after the 2 consecutive calendar ql1~rters during 

which the gallons of gasohol sold or that hav~ received the 

benefit of the tax incentive during those quarters comprised 

8% or more but less than 11% of the total gallons of 

nonaviation gasoline and gasohol sold in Montana. 

(b) If for any 2 consecutive calendar qudrter~ ending 

on or befo e September 30, 1986, the gallons of gasohol sold 

or that have received the benefit of the tax incentive 

during those quarters comprise 11% or more Uut less than 18% 

of the total gallons of nonaviation gasoline anJ gasohol 

-2- HB 420 
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sold in Montana, ~he tax incentive for alcohol shall be 30 

cents per gallon effective beginning the second calendar 

quarter after the 2 consecutive calendclr quarters during 

which the gallons of gasohol sold or that have received the 

benefit of the tax incentive during those quarters comprised 

11% or more but less than 18% of the total gallon~ of 

nonaviation gasoline and gasohol sold in Montana. 

(c) If for any 2 consecutive calendar quarters ending 

on or before September 30, 1988, the gallons of gasohol sold 

or that have received the benefit of the tax incentive 

during those quarters comprise 18% or more of th~ total 

gallons of nonaviation gasuline and gasohol sold in Morltana, 

the tax incentive for alcohol shall be eliminated effective 

beginning the second calendar quarter after the 2 

consecutive quarters during which the gallons of gasohol 

sold or that have received the benefit of the tax incentive 

during those quarters comprised 18\ or more of the total 

gallons of nonaviation gasoline and gasohol sold in Morttana. 

(d) Each quarter, the department shall compute the 

share of the total nonaviation gasoline and gasohol market 

that i~ represented by gasohol, according to the information 

contained in gdsoline distributors' relurns and the 

applications fut pa;ment of th~:.• alcohol production tax 

i nct·nt ivC'. Alcohvl that is exported from Montana and 

eligible fnr the tdx i11c~Jltivc mltst be included in the 
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computations. 

(4) Regardless of the alcohol tax incentive provided 

in subsection 12) or (3), the total payments mdde for the 

incentive under this part may not exceed ~r,-sae,eee 

1_l...!_250,_qQ_O in any consecutive 12-month period beginning 

April 1, 1985. 

(5) No alcohol distributor ffiay receive tax incentive 

payments under subse~tion (2) that exce~d $1,000,000 in any 

consecutive 12-monlh period beginning April 1, 198~. except 

as follows. If total tax incentive pa.yr:.t-•uls to all eligible 

alcohol distributors in any consecutive 12-munlh I-Jeriod 

beginning April 1, 1985, do not reach the !-Jt:.::-._·,_·;a 1,Jge of 

production maximums in subsection (3) or thP n1aximL1~ dollar 

amount in subsection {4), an alcohol distrib,,tor who has 

received the maximum payment of $1,000,000 as herein 

provided may receive additional tax iTlc~rttive payments 

subject to the percentage of produclion maximums in 

subsection (3) or the maximum dollar amount in subsection 

( 4)." 

NEW S£~"1~~-0N. Section 2. Extension of aulhority. Any 

existing authority to make rules on the subject of the 

provisions of [this act] is t·xt~nded to the provisions of 

(this act). 

NEW SECTlON. Section 3. Eftecliv,· d.at(·. ['l'his act] is 

effective on pns~>--H)t' anJ a~1pt'--Jv.t1. 
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1 NEW SECTION. Section 4. Contingent ret roa.ct i ve 

2 applicability. If (this act] is passed and approveJ after 

3 April 1, 1989, the provisions of [this actJ apply 

4 retroactively, within the meaning of 1-2-109, to April l, 

5 1989. 

-End-
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