EXHIBIT. g

DATE__3[2205_

SR.__..293

Amendments to Senate Bill No. 293
3rd Reading Copy

Requested by Senator Jerry Black
For the House Agriculture Committee

Prepared by Krista Lee Evans
March 21, 2005 (6:38pm)

1. Title, page 1, line 8.
Strike: "ALL"
Insert; "CERTAIN TYPES QF"

2. Title, page 1, line 10.

Strike: "AMOUNTS"

Ingert: "LEVELS®

Strike: "MTRE;"

Insert: "METHYL TERTIARY BUTYL ETHER; REDUCING THE TAX INCENTIVE
FROM 30 CENTS TC 20 CENTS PER GALLON; REVISING THE TIME IN
WHICH TAX CREDITS MAY BE PAID; REDUCING THE AMOUNT OF
PAYMENTS THAT MAY BE MADE TO AN ALCCOHOL DISTRIBUTCOR IN A
CALENDAR YEAR FROM $3 MILLION TO §2 MILLION; PROVIDING FOR
CONTRACTS FOR ETHANOL PRODUCERS ELIGIELE FOR TAX INCENTIVES;
REVISING REQUIREMENTS FOR BUSINESS PLANS; REMOVING THE
REQUIREMENT FOR LOSS OF PRIORITY; REVISING THE CONDITIONS
FOR AN IN-STATE INVESTMENT FOR ALCOHOL PRODUCTION TO BE USED
FOR FUEL; EXTENDING THE PERMISSIBLE PERIOD FOR LOANS;
ALLOWING THE PAYMENT OF DIVIDENDS AND BONUSES UNDER CERTAIN
CONDITIONS; "

3. Page 1, line 12.
Strike: "AND BIOQDIESEL"

4. Page 1, line 17.

Following: "SECTIONS"

Insert: "15-70-201,"

Following: "15-70-204,"

‘Insert: "15-70-~503, 15-70-522, 17-6-317, 82-15-101,"

5. Page 1, line 18.
Following: "82-15-106,"
Strike: "AND"

Following: "82-15-110,"
Insert: "AND 82-15-111,"
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15-70-201. ~(Effective onoccurrence—of contingencyr
Definitions. As used in this part, unless the context requires
otherwise, the following definitions apply:

{1) "Agricultural use" means use of gasoline by a person
who earns income while engaging in the business of farming or
ranching and who files farm income reports for tax purposes as
required by the United States internal revenue service.

(2) "Aviation dealer" means a person in this state engaged
in the business of selling aviation fuel, either from a wholesale
or retail outlet, on which the license tax has been paid to a
licensed distributor as provided in this section.
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(3) "Aviation fuel" means gasollne or any other liquid fuel
by whatever name the liquid fuel may be known or sold, compounded
for use in and sold for use in aircraft, including but not
limited to any and all gasoline or liquid fuel meeting or
exceeding the minimum specifications prescribed by the United
States for use by its military forces in aircraft.

{(4) "Bulk delivery" means placing gasocline in storage or
containers. The term does not mean gascline delivered into the
supply tank of a motor wvehicle.

(5) (a) "Distributed" means the time that gasoline is
withdrawn from the tanks, refinery, or terminal storage for sale
or use in this state or for the transportation to destinations in
this state other than by pipeline to another refinery or pipeline
terminal in this state for:

(i) gasoline that is refined, produced manufactured, or
compounded in this state and placed in tanks; _

(ii) gasoline transferred from a refinery or pipeline
terminal in this state and placed in tanks; or

(iii) gasoline imported into this state and placed in
storage at refineries or pipeline terminals.

(b} When withdrawn from the tanks, refinery, or terminal,
the gasoline may be distributed only by a person who is the
holder of a valid distributor's license.

(c) For gasoline imported into this state, other than the
gasoline placed in storage at refineries or pipeline terminals,
the gasoline is considered to be distributed after it has arrived
in and is brought to rest in this state.

(6} "Distributor" means:

(a) a person who engages in the business in this state of
producing, refining, manufacturlng, or compoundlng gasoline for
sale, use, or distribution;

~ (b) a person who imports gasocline for sale, use, or
distribution;

(¢) a person who engages in the wholesale distribution of
gasoline in this state and chooses to become licensed to assume
the Montana state gasoline tax liability;

(d) an exporter as defined in subsection (8);

(e) a dealer licensed as of January 1, 1969, except a
dealer at an established airport; or

(f) a person in Montana who blends alcohol with gasollne

(7) T"Export" means to transport out of Montana, by any
means other than in the fuel supply tank of a motor wvehicle,
gasoline received from a refinery or pipeline terminal within
Montana.

(8) T"Exporter" means any person who transports, other than
in the fuel supply tank of a motor vehicle, gasoline received
from a refinery or pipeline terminal in Montana to a destination
outside Montana for sale, use, or consumption beyond the
boundaries of this state.

(9) r"Gasohol" means a—fuei—b&end—contatn:ng—at—ieastf&ﬁ%
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gasohot—ts—=atsoknowr—as—E=t0* a gasoline fuel that is blended
with denatured ethanol. Typically gasohol is a blend of 10%
denatured ethanol and 90% gasoline, but the blended amounts may
differ. The percentage of ethanol in the blend is identified by
the letter "E" followed by the percentage number. A blend that
is 10% denatured ethanol and 90% gasoline would be reflected as
E-10.

(10) (a) "Gasoline" includes:

(1) all petroleum products commonly or commercially known
or sold as gasolines, including casinghead gasoline, natural
gasoline, aviation fuel, and all flammable liquids composed of a
mixture of selected hydrocarbons expressly manufactured and
blended for the purpose of effectively and efficiently operating
internal combustion engines; and

(ii} except for alcohol blended intc gasohol, any other type
of additive when the additive is mixed or blended into gasoline,
regardless of the additive's classifications or uses.

(b} Gasoline does not include special fuels as defined in
15-70-301.

(11) "Import" means to receive into a person's possession or
custody first after its arrival and coming to rest at destination
within the state of gasoline shipped or transported into this
state from a point of origin outside of this state other than in
the fuel supply tank of a motor wvehicle.

(12) "Importer" means a person who transports or arranges
for the transportation of gasoline into Montana for sale, use, or
distribution in this state.

(13) "Improperly imported fuel" means aviation or gasoline
fuel as defined in subsections (3) and (10} that:

(a) is consigned to a Montana destination and imported into
the state without the distributor first having obtained a Montana.
gasoline distributor license as required in 15-70-202; or

(b) 1is delivered, possessed, sold, or transferred in the
state in any manner not authorized under Title 15, chapter 70.

(14) "Motor wvehicle" means all vehicles operated or
propelled upon the public highways or streets of this state in
whole or in part by the combustion of gasoline.

(15) "Person" means any person, firm, association,
joint-stock company, syndicate, or corporation.

(16} "Use" means the operation of motor vehicles upon the
public roads or highways of the state or of any political

subdivision of the state. fTe:mtnates—&une—%ﬁ—cf—fourth—year
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S —*Motor—vehicte* means—all —vehictes—operated-or

{Internal References to 15-70-201:

7-14-301x 15-70-121x - 15-70-202x 15-70-202x
15-70-202x 15-70-204x 15-70-225x 15-70-503x
75-11-302x 75-21-302x )"

Renumber: subsequent secticns

13. Page 2, line 20 through line 29.
Strike: "15-70-204" on line 20 through "(1)." on line 29_
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14. Page 2, line 30.
Strike: " (Effective on occurrence of contingency)"”

15. Page 3, line 10.
Strike: "January 1 following"

16. Page 3.
Following: line 23
Ingert: "Section 5. Section 15-70-503, MCA, is amended to read:
"15-70-503, Definitions. As used in this part, the
definitions in 15-70-201 and the following definitions apply:
(1) "Alcohol distributor" means any person who, for the
purpose of making gasochol, engages in the business of producing
alcohol for sale, use, or distribution.
(2) T"Department" means the department of transportatlon
(3) "Export" means to transport out of Montana from any
point of origin within Montana by any means other than in the
fuel supply tank of a motor wvehicle.

(4) v"Gasohol" means a gagoline fuel that is blended with

denatured ethanol. Typically gasohol is a blend of 10% denatured
ethanol and 90% gasoline, but the blended amounts may differ,

The percentage of ethanol in the blend is identified by the
letter "E'" followed by the percentage number. A blend that is

10% denatured ethanol and 90% gasoline would be reflected as E-
10. )

4+ (5) "Gasohol dealer" means any person who blends alcohol
with gasoline to produce gasohol for sale, use, or distribution
in this state.”
{ znternal References to 15-70-503: None.}"
Insert: "Section 6. Section 15-70-522, MCA, is amended to read:

n]15-70-522. Tax incentive for production of alcohol --
wr1tten~p1an“reqnrre&—*-—reservatton*cf—tncenttves—-'—ru1es.
(1) (a) If the alcohol was produced in Montana from Montana
agricultural products, including Montana wood or wood products,
or if the alcohol was produced from non-Montana agricultural
products when Montana products are not available, there is a tax
incentive payable to alcohol dlstrlbutors for distilling alcohol
that:

(i) 1is to be blended with gasoline for sale as gasohol in
Montana;

(11) was exported from Montana to be blended with gasoline
for sale as gasohol; or

(iii) is to be used in the production of ethyl butyl ether
for use in reformulated gasoline.

(b} Payment must be made by the department ocut of the
amount collected under 15-70-204.

(2} Except as provided in subsections (3) and (4), the tax

9 SB025301.akl



incentive on each gallon of alcochol distilled in accordance with
subsection (1} is 36 20 cents a gallon for each gallon that is
100% produced from Montana products, with the amount of the tax
incentive for each gallon reduced proportionately, based upon the
amount of agrlcultural or wood products not produced in Montana
that is used in the production of the alcohol. Begtnnrng—ﬁu&y—iﬂ
2010 —there—is notax—incentiver The tax incentive is available

to a facility for the first 6 vears from the date that the
facility begins production. The facility shall file a business
plan with the department at least 2 years before the estimated
beginning date of production. After the initial business plan is
filed, the facility shall provide the department with guarterly
updates regarding any changes to the business plan.

{(3) Regardless of the alcohol tax incentive provided in
subsection (2), the total payments made for the incentive under
. this part may not exceed $6 million in any consecutive 12-month
period. ' o
(4} (a} An alcohol distributor may not receive tax
incentive payments under subsection (2) that exceed %3 $2 million
in any consecutive 12-month period. Subject to subsections (5)
and (6 an alcohol distributor may receive tax incentive
payments commencing the first quarter after a facility begins
production. The distributor shall report its production to the
department pursuant to 15-70-205.

~ (b) The distributox's report must include:

the total number of gallons produced for the month:
idi the total amount of products purchased for the

production of alcchol;
iii the percentage of the total amount of products

purchased that are Montana products; and

iv other information that the department determineg is
necessary
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+8¥(5) {a) A plant shall apply for the incentive payment by
submitting an application to the department when the plant has
oroof of commitment from lenders to finance the plant. Subject
to subsection (5) (b), the department shall respond to the
applicant with approval of the application within 45 days of
receipt of the application, after confirming the lending

commitment. Upon approval of the application, the department
shall enter into a contract with the plant that ensgures the
state's commitment to pav incentive payments to gqualifying
ethanol plants.

(b) If the department is not able to confirm a lending
commitment, the department shall deny the application.

{6) After the department has verified production, the
application provisions of subsection (5) are met, and the plant
owner presents proof of financing, the department shall begin
payments of the alcohol tax incentives based on actual production
according to the terms of subsection subsections (2)_and (4) .

49— TFhe—department—shald Tt c that—written
Il 1T LTS L v, LI CIIC UL Lildl.
3 L] i i i ‘ L] Es i » 1 ] | i i
. a 1 he S I : P h -1 3] P . IS, B S
dep'arrt'meu-.. T arcolortax—Ircentrves pasced oI L ant Itlpateld LI,
. . .
gquantity;—amd—duration—ofproductrons

Lo L o L] W] e ] 3 LI S,
VLV, = IICW LA THILTIILLVD LJCI.YII.I.UJ.J.L- i Yy TOT oCT TIIAUCT LL LilC
o

dem . | L] i A - b S | - b Y e Lo ) 1 1
ToOCaOr CaX INTencIve CSoalriIioIetl T STt L LULl L) lldis JECll

- LI | L - u { Jom ] G . S Fg b) h =1 a3
TUUOTLVEW WL Vda il T arConrc T taxXx— InNTentIve Ias oCTll LTulLTu UL
. . .

!

or—canceted—is avaitable—for reservation as—provi‘&ed—:':n
subsectton—{9— : .

113 (7) The department shall prescribe rules necessary to
carry out the provisions of this section within 1 year of [the
effective date of this act]. The department shall coordinate and
request information and input from the alcohol production
industry as a part of the rulemaking process and shall follow the

procedures provided in Title 2, chapter 4."
{Internal References to 15-70-522: None. } "

Insert: "Section 7. Section 17-6-317, MCA, is amended to read:
n]7-6-317. Participation by private financial institutions
-~ rulemaking. (1) (a) The board may jointly participate with
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~ rate:

private financial institutions in making loans to a business
enterprise if the loan will:

(i) result in the creation of a business estimated to
employ at least 10 people in Montana on a permanent, full-time
basis;

(1i) result in the expansion of a business estimated to
employ at least an additional 10 people in Montana on a
permanent, full-time basis; or

(1ii) prevent the elimination of the jobs of at least 10
Montana residents who are permanent, full-time employees of the
business.

(b) Loans under this section may be made only to business
enterprises that are producing or will produce value-added
products or commodities.

{(¢) A loan made pursuant to this section does not qualify
for a job credit interest rate reduction under 17-6-318.

(2) A loan made pursuant to this section may not exceed 1%
of the coal severance tax permanent fund and must comply with
each of the following requirements:

(a) (i) The business enterprise seeking a loan must have a
cash equity position equal to at least 25% of the total loan
amount. _

(ii) A participating private financial institution may not
require the business to have an equity position greater than 50%
of the total loan amount.

(iii) If additional security or guarantees, exclusive of
federal guarantees, are required to cover a participating private
financial institution, then the additional security or guarantees
must be proportional to the amount loaned by all participants,
including the board of investments.

{b) The board shall provide 75% of the total loan amount.

{(c) The term of the loan may not exceed 15 years unless the
loan is for the production of alcchol to be used as provided in
Title 15, chapter 70, part 5. The term of a loan for the

productidn of alcohel may not exceed 30 years.
(d) The board shall charge interest at the following annual

(i) 2% for the first 5 years if 15 or more jobs are created
or retalned;

(ii) 4% for the first 5 years if 10 to 14 jobs are created
or retained; ' ,

(iii) 6% for the second 5 years; and

(iv) the board's posted interest rate for the third 5 years,
but not to exceed 10% a year.

(e) (i) The interest rates in subsections {2) (d} (i) and
{2) (d) (ii) become effective when the board receives certification
that the required number of jobs has been created or as provided
in subsection (2) (e} (ii). If the board disburses loan proceeds
prior to creation of the required jobs, the loan must bear
interest at the board's posted rate. :
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(ii) In establishing interest rates under subsections

(2) (@) (1) and (2) (d) (ii) for preventing the elimination of jobs,
the board shall require the submission of financial data that
allows the board to determine if the loan and interest rate will
in fact prevent the elimination of jobs.

(f) If a business entitled to the interest rate in
subsection (2) (d) (i) or (2)(d) (ii) reduces the number of required
jobs, the board may apply a graduated scale to increase the
interest rate, not to exceed the board's posted rate.

(g) For purposes of calculating job creation or retention
requirements, the board shall use the average weekly salary, as
defined in 39-71-116, multiplied by the number of jobs required.
This calculated number is the minimum aggregate salary threshold
that is required to be eligible for a reduced interest rate. If
individual jobs created pay less than the average weekly salary,
the borrower shall create more jobs to meet the minimum aggregate
salary threshold. If fewer jobs are created or retained than
required in subsection (2} {(d) (i) or (2) (d) {(ii) but aggregate
salaries meet the minimum aggregate salary threshold, the
borrower is eligible for the reduced interest rate. A job paying
legs than the minimum wage, provided for in 39-3-409, may not be
included in the required number of jobs.

(h) (i) A participating private financial institution may
charge interest in an amount equal to the national prime interest
rate, adjusted on January 1 of each year, but the interest rate
may not be less than 6% or greater than 12%.

(ii) At the borrower's discretion, the borrower may request
the lead lender to change this prime rate to an adjustable or
fixed rate on terms acceptable to the borrower and lender.

(iii) A participating private financial institution, or lead
private financial institution if more than one is participating,
may charge a 0.5% annual service fee.

(i) The business enterprise may not be charged a loan
prepayment penalty.

(3) The loan agreement must contain provisions providing
for pro rata lien priority and pro rata liguidation provisions
based upon the loan percentage of the board and each
participating private lender.

(3) If a portion of a loan made pursuant to this section is
for construction, disbursement of that portion of the loan must
be made based upon the percentage of completion to ensure that
the construction portion of the loan is advanced prior to
completion of the project.

(4) A private financial institution shall participate in a
loan made pursuant to this section to the extent of 85% of its
lending limit or 25% of the loan, whichever is less. However, the
board's participation in the loan must be 75% of the loan amount.

(5) (a) & Except as provided in subsection (5) (b}, a
business enterprise receiving a loan under the provisions of this
section may not pay bonuses or dividends to investors until the
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loan has been paid off, except that incentives may be paid to
employees for achieving performance standards or goals.
b A business enterprise for the production of alcohol to

be used as provided in Title 15, chapter 70, part 5, may pay
dividends to investors and bonuses to employees if the business
enterprise is current on its loan payments and has available
funds equal to at least 15% of the outstanding principal balance

of the loan. -
(6) The board may adopt rules that it considers necessary
to implement this section."

{Internal References to 17-6-317:
17-6-311x 17-6-311x 17-6-311x 17-6-312x

17-6-314x 17-6-324x 17-6-324x}"
Ingert: "Section 8. Section 82-15-101, MCA, is amended to read:
ng2-15-101. Definitions. As used in this part, the
following definitions apply:
(1) "Antiknock index number" means the octane rating of the
antiknock characteristics of a grade or type of motor fuel

determined as provided in 16 CFR 306.0.

‘13- (2) '"Dealer" means any person engaged in the petroleum
business and includes petroleum dealers and liquefied petroleum
dealers.

42+ (3) T"Department" means the department of labor and
industry provided for in Title 2, chapter 15, part 17.

3r(4) r"Liquefied petroleum dealer" means a dealer engaged,
directly or indirectly, in the business of delivering or
distributing to a consumer or of selling or offering or
advertising for sale or refining or manufacturing or keeping for
sale in this state any petroleum product composed predominately
of any of the following hydrocarbons or mixtures of hydrocarbons:
propane, propylene, butanes (normal butane or isobutane), and
butylenes but excluding prepackaged liquefied petroleum products.

t4r(5) "Liquefied petroleum product"™ means a product
composed predominately of any of the following hydrocarbons or
mixtures of hydrocarbons: propane, propylene, butanes (normal
butane or isobutane), and butylenes.

+5r(6) "Liquefied petroleum product container! means a
container approved by the American society of mechanical
engineers that can hold 110 gallons or more of a ligquefied
petroleum product.

46r(7) "Mislabeled" means a package label or dispensing
device of a product that bears any statement, design, or device
regarding the product or regarding ingredients or substances in
the product or regarding the properties, quality, or kind of
products that is false or misleading in any manner.

7+ (8) "Owner" means a person:

(a} who is listed with the American society of mechanical
engineers or with the manufacturer as owner by the serial number
of the liquefied petroleum product container;

(b) who holds a written bill of sale or other instrument
under which title to a liquefied petroleum product container was
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transferred; or :

{(c) who holds a paid invoice showing purchase of and
payment for a ligquefied petroleum product container.

+8)(9) "Person" means an individual, trust, estate, ,
partnership, corporation, joint-stock company, firm, agency,
association, or any receiver appointed by law. -

491 (10) "Petroleum dealer" means a dealer engaged, directly
or indirectly, in the business of delivering or distributing to a
consumer or offering or advertising for sale, refining,
manufacturing, or keeping for sale in this state any gascline,
kerosene, distillate, road oil, fuel oil, lubricating oil, or
greases or any oil or gas or oil and gas product except
prepackaged petroleum products and except as otherwise defined as
a liquefied petroleum dealer in subsection 3} (4).

t36r(11) "Sell" and "sale" includes barter and exchange."
{Internal References to 82-15-101: None.}"

Renumber: subsequent sections

17. Page 5, line 27.

Insert: "NEW SECTICN. Section 14. Department of environmental
quality to enforce prohibition on methyl tertiary butyl
ether -- notice requirements -- hearing -- penalties. (1)

(a) Whenever the department of environmental quality
believes that a viclation of 82-15-110(8) or of the rules
adopted pursuant to 82-15-102(3) has occurred, it may serve
written notice of the vieclation on the alleged viclator or
an agent of the alleged vioclator.

(b) The notice must specify the facts alleged to constitute
a viclation and may include an order assessing an administrative
penalty pursuant to subsection (3), an order to take necessary
corrective action within a reasonable period of time stated in
the order, or both.

(¢} The order becomes final unless, within 30 days after
the notice is served, the person named in the order requests in
writing a hearing before the board of environmental review.
Service by mail is complete on the date of mailing.

{d) Upon receipt of the request, the board of environmental
review shall schedule a hearing. The contested case provisions
of the Montana Administrative Procedure Act provided in Title 2,
chapter 4, part 6, apply to a hearing conducted under this
section. , '

(2) TIf, after a hearing held under subsection (1), the
board of environmental review finds that a violation has
occurred, it shall either affirm or modify the order of the
department of environmental quality. An order issued by the
department of environmental quality or by the board of
environmental review may prescribe the date by which the
violation must cease and may prescribe time limits for a
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particular action. If, after hearing, the board of environmental
review finds no violation has occurred, it shall rescind the
order of the department of environmental guality.

(3) A wviolation of 82-15-110(8) or of a rule adopted
pursuant to 82-15-102(3) 1s subject to an administrative penalty
of up to $1,000. Each day of violation constitutes a separate
violation.

(4) Any person who violates 82-15-110(8), a rule adopted
pursuant to 82-15-102(3), or an order issued under this section
is subject to a civil penalty not to exceed $5,000 for each
viclation. Each day of violation constitutes a separate
violation. ,

(5) The department of environmental quality is authorized
to commence a civil action seeking appropriate relief, including
temporary and permanent injunctions and penalties under
subsection (4) of this section, for a wviolation of 82-15-110(8)},
a rule adopted pursuant to 82-15-102(3), or a violation of an
order issued under this section. The action must be brought in
the district court of the first judicial district, Lewis and
Clark County, or 1n the district court of the county in which the
violation occurred.

Insert: "Section 15. Section 82-15-111, MCA, is amended to read:

"82-15-111. Penalty for violations. A person who purposely,
knowingly, or negligently violates any of the provisions of this
part, except 82-15-110(8), or any rule promulgated by the
department is guilty of a misdemeanor and upon conviction shall
for the first offense be punished by a fine of not less than $10
or more than $1,000 and shall be punished for any subsequent
offense by a fine of not less than $50 or more than $5,000, by
imprisonment in the county jail for -a term not exceeding 1 year,
or by both fine and imprisonment.?®
{Internal References to 82-15-111: None. } "

Insert: "Section 16. Section 12, Chapter 568, Laws of 2001, is
amended to read: '

"Section 12. Contingent effective date. +fhis—=acti—+=
[Sections 5 through 10] are effective 30 days after the director
of the department of transportation certifies to the governor,
sending a copy of the certification to the secretary of state and
the code commissioner, that:

(1) an ethanol plant is operational and producing fuel in
Montana; and .

(2) the net working capital in the restricted highway state
special revenue account, excluding any proceeds obtained through
debt financing, is at least $20 million on June 30 following the
date on which the condition in subsection (1) is complied with."n
Insert: "Section 17. Section 13, Chapter 568, Laws of 2001, is
amended to read:

"Section 13. Contingent termination. +Thts—acti—termimates
[Sections 5 through 10] terminate June 30 of the fourth year
following [the effective date of this act].n"»
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Ingert: "NEW SECTION. Section 18. {standard} Repealer.
Section 15-70-245, MCA, is repealed.

{Internal References to 15-70-245: Nome.}"

Renumber: subsequent sections

18. Page 5, line 28.
Following: "1"
Strike: "and"
Insert: ","
Following: "2"
Insert: ", and 14"

192. Page 5, line 30.
Strike: "and®
Insert: ", "
Following: "2"
Ingert: ", and 14"

20. Page 6, line 2.
Strike: section 10 in its entirety
Renumber: subsequent section

- END -
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