CEXHIBIT— .2

Amendments to Senate Bill No. 293
3rd Reading Copy

Requested by Representative Joan Andersen
For the House Agriculture Committee

Prepared by Krista Lee Evans
April 12, 2005 {8:06am)

1. Title, page 1, line 10.

Strike: "AMOUNTS"

Iasert: "LEVELS"

Strike: "MTBE;"

Insert: "METHYL TERTIARY BUTYL ETHER; REDUCING THE TAX INCENTIVE
FROM 30 CENTS TQO 20 CENTS A GALLCN; REVISING THE TIME PERIOQOD
IN WHICH TAX CREDITS MAY BE PAID; REDUCING THE AMOUNT OF
PAYMENTS THAT MAY BE MADE TC AN ALCOHOL DISTRIBUTOR IN A
CALENDAR YEAR FROM $3 MILLION TO $2 MILLION; PROVIDING FOR
CONTRACTS FOR ETHANOL PRODUCERS ELIGIBLE FOR TAX INCENTIVES;
REQUIRING AN ETHANOIL PRODUCER TC USE AT LEAST A CERTAIN
PERCENTAGE OF MONTANA PRODUCT IN ITS TOTAL PRODUCTION TO
QUALTFY FOR THE TAX INCENTIVE;"

2. Title, page 1, line 17.
Following: "15-70-204,"
Insert: "15-70-522, 1

3. Page 3, line 24.
Insert: "Section 4. Section 15-70-522, MCA, is amended to read:

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

i i i i ~—rules.

(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 distributors for distilling alcohol
that:
(1) 1is to be blended with gasoline for sale as gasohol in
Montana; _ o
(1i1) was exported from Montana to be blended with gasoline
for sale as gasohol; or -

(1ii) is to be used in the production of ethyl butyl ether
for use in reformulated gasoline.

{b) Payment must be made by the department out of the.
amount collected under 15-70-204. -

(2) Except as provided in subsections (3) and (4), the tax
incentive on each gallon of alcohol distilled in accordance with
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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 agricultural or wood products not produced in Montana
that is used in the production of the alcohol. PBeginmimy—Fuiy—i7
2010 theretsno-tax—imcentiver The tax incentive ig available

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

filed, the facilitv shall provide the department with quarterly
updates regarding any changes to the business plan.

{(3) Regardless of the alcohol tax incentive prov1ded in
subsection (2)+:

{a) the total payments made for the incentive under this
part may not exceed 356 million in any consecutive 12-month
pericd: and

(b} an alcohol distributor is not eligible to receive the
tax 1ncent1ve unless at least:

25% Montana product is used to produce alcchol at the

facilitz in the first vear of production;

(ii) 30% Montana product is used to produce alcochol at the

facility in the second vear of production;

iidi 35% Montana product i1s used to produce alcohol at the

facility in the third year of production;

iv 45% Montana product is used to produce alcchcol at the

facility in the fourth vear of production;

55% Montana product is used to produce alcohol at _the

v
facility in the fifth yvear of production; and

_ vi 65% Montana product is used to produce alcohol at the
facility in the sixth vear of production.
(4) J(a) An alcohol distributor may not receive tax
incentive payments under subsection (2} that exceed $3 32 million

in any consecutive 12-month period. Subject to subsections (5)

and (6 an alcohol distributor may receive tax incentive

pavments 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 distributor's report must include:

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

preoduction of alcochol;

iii the percentage of the total amount of products

purchased that are Montana products: and
{iv) other information that the department determines is

necessary.
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subsectionr—t6—the—appiicant toses—itspriority for-recetving

48y (5) (a) A plant shall apply for the incentive payment by
submitting an application to the department when the plant has
proof 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 ensures the
state's commitment to pay incentive payments to qualifying
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 gubsections (2)_and (4).
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13- (7}) The department shall prescribe rules necessary to
carry out the provisions of this section within 1 year of [the
effective date of this actl. The department shall coprdinate 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.V :

{Internal References to 15-70-522: None.}"
Renumber: subsegquent sections
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