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STATE OF MONTANA 
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May 13, 2011 

The Honorable Linda McCulloch 
Secretary of State 
State Capitol 
Helena, MT 59620 

Dear Secretary McCulloch: 

In accordance with the power vested in me as Governor by the Constitution and the 
laws of the State of Montana, I hereby veto Senate Bill No. 225 (SB 225), "AN ACT 
REVISING QUALIFYING SMALL POWER PRODUCTION FACILITY LAWS; 
REQUIRING THE PUBLIC SERVICE COMMISSION TO SET RATES USING 
AVOIDED COST; REQUIRING THE COMMISSION TO CONSIDER ELECTRICITY 
SUPPLY RESOURCE PROCUREMENT PLANS AND INTEGRATED LEAST-COST 
RESOURCE PLANS WHEN CONSIDERING QUALIFYING SMALL POWER 
PRODUCTION FACILITY APPLICATIONS; ESTABLISHING INTERCONNECTION 
REQUIREMENTS; AMENDING SECTIONS 69-3-601, 69-3-602, AND 69-3-604, MCA; 
AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND AN APPLICABILITY 
DATE." 

Senate Bill 225 amends Montana statutes implementing the federal Public Utility 
Regulatory Policies Act (PURPA) and related rules. The bill would both add to and 
subtract from the criteria that guide the Public Service Commission (PSC) in setting 
rates for small power production facilities. A prominent amendment to current law found 
in SB 225 is the direction given to the PSC to base power rates on a consideration of 
whether a small power production facility has attributes that "meet the needs of a utility 
as outlined in the utility's plan." Given that the utility's plan is a creation of the utility 
itself, this rate-setting criterion is totally circular and is in the exclusive self-interest of the 
utility. This self-serving criterion, which is not found in PURPA, appears contrary to the 
purpose of the federal law, making it an invitation to litigation. 

Additionally, the intent of PURPA is to encourage substantial investments in new power 
facilities. As with any generation facility, the cost of these new power facilities can only 
be recovered over the long term. Therefore, it would be a critical mistake to strike the 
existing statutory language encouraging long-term contracts, which unfortunately is one 
of the things that SB 225 does. 

I also ask legislators to recall that the key portion of SB 225, dealing with avoided cost, 
is duplicated by the content of HB 92, which was introduced at the request of the 
Energy and Telecommunications Interim Committee following a request from the Public 
Service Commission itself, and which I have already signed into law. 
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Although I sought to cure these identified problems with SB 225 through an amendatory 
veto, the sponsor of the bill asked the Senate to pass consideration of my proposed 
amendments and, as a result, those improvements to the bill were never considered by 
the Legislature. 

Given the problems that remain in the bill, I have chosen to veto it to avoid preemption 

issues, potential litigation, and confusion. 


Sincerely, 

-:IS
BRIAN SCHWEIT 

GOVERNOR 


cc: Legislative Services Division 


