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_:_(éyug_ SILL No. 79

ICT  ENTITLED: AN ACT 70 REQUIRF
INVESTOGR-GYWNED GAS  AND  ELECTRIC UTILITIES 1IN MONTANA TO

ACQUISE CCST-EFFECTIVE ENERGY RUSCURCESWM

s& IT ENACTED 8Y THE LEGISLATURET OF THT STATS OF MONTAMA®D

Section le Definitionse As used in  this [fact] the
rollowing definitions apply:

{1) "Cogeneration facility™ means a facility that
nroaguces electric ensrgy and stezp or forwms of useful eperagy
that are used for h=2ating 2and cocling or ingustriz) ar
cowmzrcial purpcses tirough the secuantizl use of enargy.

{2) "Comamsission®™ @=2ans the public service commissionas

{3y "Conservation csnergy Facility® m=zns a facility or
systew cof facilities that supily 2nerjy Dy mzans of messures
one <echnologizs that increasz the =energy efficicncy of
huilding shellss egquipmenty or processes and thus reduce
etzetricity or 2as use below the level that would have been
us=d in their absences The term includes a2 cogererztion
facilitye

{4) ™Consum&r™ means any and-user of electric power or
natural eor synthetic gas.

[5) "Conventional enerygy facility" means, in the cass

VIN(EA[]T‘?—»‘.%%
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of an electric utilitys thermal elesctric or hydro electric
Jenerating plents providing either =2nergy or capacity or
both and electric transmission and distribution lines andy
in the case of @ gas utilityy natural gas from owred wells
or purchased gas or synthetic gas manufactured from coal ang
gas transmission 2nd distribution pipelinese

{6) (a) "Cost-effective®s when applied to any resource
referred to in this [act]s means that the resource must be
forecasts: ’

(i) to be rzliable and available within the tine it is
neededs and

iii) to mec<t the need for electric power or need for
gas as determined by the commission at an estimated
incremental system cost no greater than that associated with
the least-~cost similarly reliable and avaitable potential
conventicnal resources or the hignest avoidable cost
existing rescurcce

ibt) For purposes of this definiticne the tarm
"incremental system cost®™ means an estimate of all costs of
serving loadse including if applicable the cost of both
capacity and energy and the cost of distribution and
transwission to the consumer and including but not limited
to annual operating costsy wWaste disposal costsye
end-of-cycle costs and such quartifiable environmental costs

and benefits as the commission determiness on ths basis of 2

~2- INTRODUCED BILL
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methodology developed by the corwmission with the assistance
of the departmenty as providea far in Tsection 3]y are
directly attributable to such servite.

(c) In determining the <cost affectivaness of 2
resources the ccmnissiones assisted by the drpartments shall
take into account projected realization factors and plant
factorsy including eppropriate historiczl experience with
similar resources.

{d) For purposes of this definitions the "estimated
incremental system cost®™ of sny cons=rvation energy facility
m3y not be treated as greater than thet of a nonconservation
resource unless the incremental system cost of such
conservation energy facility is in excess eof I110% of the
incraenental systen cost of £he noncornservition ressurces

{T) “Coverzd wutility" meons a public wtility that
during the second preceding calendar year had:

{a) sales of natural gas for purposes cther than
resale that exceed 10 billion cubic feet; or

{b) sales cof electric power for purpeses other than
resale that exceed 500 million kilowatt—hours in Montange

[8) ™Department™ mecans the department of natural
resources and conservatione

{9) ™Qualifying conservation energy facility" means a
facility that supplies energy through coeonservations which

the coamrission determinesy by ruley meets such requirements

-
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as tite commission mays Dy rules orescrihe and which is owned
Dy & perscn not primarily engiged in the groductions
transmissions or sale of aatural guas or the Jeparzations
transaissions or sale of electric poweres

{10} ™Cualifying renewable eneroy facility® m23ns a
facility that produces energy by wusini only renpzwacle
rascurcess which the commission geterminasy oy rulsy meats
such requirsments 3s the commissicns by rules may prescribe

ngaged in the

m

and is own2d by e person not primarily
prodguctions transaissions or sals of astural ges eor ths
c2nerationey trénsmission. or s2le of 2lectric powera

{11} "Renewable energy facility™ means a faciltity or
system of facilities that supply <cnergy by m=ans of
tzchnologias that 2ithier produce electricity »r 325 directly
or reduce the use of utility-supzlied electricity or 3as by
capture and us2 of solare windy geothermsly {iydroe or
DICOM3ss energy sSOUrcesSe

{12) *"Rescurce™ means energy oF capacitys or bath,
supplied by conservation snergy facilitiess renawable enercy
facilitiess or conventional energy facilities.

ection 2« Submission of

%]

losd projection and
implzmentation plan to commission — approval by commissione
{1) Aithin 2 years of [the effective date of this actds
covered wutilities shall submit tc the commission 3 Toad

proj=ction for the next 10 years that will specify ths

-[’_
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projacted loade both system-wide and in dontanae by 2nd use
ang by other criteria determined by the commissions The
covered uytilities shz11 3lso submit a plan descrihing the
tyi 23 and amounts of resources to be acquired to meet the
srojectsd loacds both system—wide and in Yentanse. The load
srojection and implementation plan for acquisition o>f
cost~effactive resources to meet Montana loadss is not
effective until approved by the commissiona. Any revisions of
the projectad toad and of the imsi=zmentztion plan shall bhHe
submitted annually to the commissione

{2) Th2 commission shall evaluate th2 implem: ntation

developed oy the commission under {szcticn 2le

(3) nNe coversd utility may inclucs resourc=as in its
raze basz under {secticn 7] unlass thay ar> included in the
irplementation clan approvad oy ths commissinn.

section 3.  Developmant 5y commission of  2valustion
critaria for imgplementation planse {1) Lithin 1 vaar of [the

Ffeetive date

i

f this zct]e the commissiar shall by rule

L

axopc  criteria oy which qualifyin; renewable energy ana
consarvation me2asures will be defined and evaluztsce Thass
criteria will guide the commission whan 2ecorovins
imnlementation plans of the covered utilitiess The criteria
will £2 based ons

(1) an assessment of ccst effectivanassi

17

1w

19

23
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(b) an assessment of environmental costs and benefits;

{c) = list and assessment of warious types eof
renewable energy facilities;

{d) a 1list and assessment of various types of
conservation facilities;

{e) aqualifications for energy augits;

(f} installsticn procedures for onsits renewable
eneray systems and conservaticn wessures; and

{g) qualification procedures for auditors and
installerse

{2) The department shall assist the commission in
developing these criterias

{3} The commission shall review the criteria asnnuzally
and revise tha2m if necessarye

Section 4e Acguisition of resources by utilitye A
covered utility mey acguire any resources contained in  the
implomentation plan required undsr [s2ction 21 and approved
Hy the commissione The utility ®ay acquire the resource
directly and assume ownership of that resocurces or it may
2cquire the rescurce by purchase of enercy frerm s gqualifyin:
facilityes

Section 5« Purchaese of ener oy fromr cualifyine
consarvation «nergy end renawable enorgy facilitiese (1) Mot
iess  than 5 months aft:r [the 2ffective date »f *this =ct]s

the commissioan shall adopt rules 2ar21121 tc  thos idnptec

w HE 780
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under the requirements of section 210 of the federasl Public
Utility Regulatory Policies Act of 1978 {PURPA) for
cogeneration and small power producersy which require
electric and gas utilities to nurchase energy from
qualifyiny conservation energy facilities 3nd qualifying
rznewable energy facilitiese.

{2} The rules prescribed under subsaction (1) shall
insure that in requiring any electric or gas utility to
offer tc purchase energy from a gqualifying conservaticn
energy facility or renewable 2nergy facilityy the rates for
tihat purchase may not increase costs toc the consumers of tha
electric or gas utility above the 1longrun costs in the
absence of such purchase and may not discriminate against
quzlifying conservation energy producers or qualifying
renewable energy producerse. Such rates for curchase shal)l
provid= maximum incentive to qualifying conservation energy
producers and qualifying renewable energy producers by
reflecting the incremental system <cost +to the purchasing
utility of providing the energy foram produced by or sold to
the utility from conventional rasourceases

{3) Within 1 year of [the effective date of this act]s
each utility shall provide the commission with estimates of
its own incremental systel costse

{%#) The calculetion of incremental system cost must

reflect:

_T_
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{a} all direct cests of nzw conventional rorsources
ovar their effective 1ifey including if opplicabls the cost
of both capacity and energy &nsd the cest of JFistribu*rion znd
transiission to the coasumer z2no inciuding cur nct Timiveo
to annual operatings waste disposals angd end-of-cyel s costs;
and

{p) the <cost of the highast cest-zvoidable axlisting
resources

{5) The commission shall hold heasrings cpen o =11
interest=sd parties and snall udeoute Ly rules an estin~te of
incraemental system cost for <zach utilitye This arncedura
shall be repeated at intervals of 3t 1o3ast once every 2
yearse

Section ce Exemptionse (1) Qualifying consarvation
encrgy facilities and quelifying renewasble energy facilitiss
ara exempt frcam regulation of rates and rates of returns
with ths excaption of the guidelines adoptac under
subsection (2} of [section 2]y any rules promulgatad under
that sactions and the associatéd determinations of ths
Commissione

{2) Incowre accruing to minority ownarshir in
gqualifying consarvation or renewable energy facilities 95y
ragulated wutilities may not be trested as incore to tho
utitity for purposes of regulaticn by th2 commissions

Section Te Determination of rate return from rasource
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acquisitions Resources inctuded in the implementation plan
required in [section 2] ascquired by & utility directly are
eligible for inclusion in th2 utility®s rate bzses subject
to anproval by the commissione D2termination of the cost of
cspital for these resources shall be made separately from
that for other utility propartye.

Sz2ction Bs Couplaint and audit procedurase The
commission has jurisdiction over complzint proceduras and
audit requirements with respect to the quality of mstericglse
instzllation of renewable systeus 3nd conscrvation wmeasuresy
and performance of those systems and neasuresa

Section %« Severabilitye IF a3 part of this act is
invalide 211 valiz parts that arz sevarizole from the invalid
rart remain in effecte If & part of this =2¢t is invalic¢ ir
one  or mcre of its applicationss the part remains in effect
in 311 wvalid applications that are severahle frem the

invalid z2pplicaticnse

- HB 787



STATE OF MONTANA .
REQUEST No. __405-81
FISCAL NOTE

Form BD-15

In compliance with a written request received ___ February 17  , 19 81 _ , there is hereby submitted a Fiscal Note
for Houge Bill 780 pursuant to ' Title b, Chapter 4, Part 2 of the Montana Code Annotated (MCA).
Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members
of the Legislature upon request.

Description of Legislation

An act to require investor owned gas and electric utilities in Montana to acquire cost
effective energy resources.

Agsumptions

The P.S.C. would need an additional economist, engineer, secretary and two (2) hearing
examiners to adequately carry out provisions of this bill. Additional expenditures for
computer capability after the first two (2) years; $100,000 for FY 84 and $50,000 for FY 85,
and thereafter.

State FY 82 FY 83
Revenue ‘ 0o 0
Expenditure 116,386 113,999

‘Local Impact

May promote decentralized energy production which would occur in many localities.
(Amount cannot be estimated).

Qo Iy s |

BUDGET DIRECTOR

Office of Budg7 and Prjram Planning
Date:
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Approved by Committee
on Pusiness and Industry

HOUSE BILL NO. 780
INTRODUCED BY AZZARAs HALLIGANy VINCENTs FABREGAs
MEYERs De 3ROWMs MARKSs HARPERs ANDERSON.

BARDANGUVEs Re ANDREASON

A BILL FOR AN ACT ENTITLED: AN ACT TO REQUIRE
INVESTOR-OWNED GAS AND ELECTRIC UTILITIES IN MONTANA TO

ACQUIRE COST-EFFECTIVE ENERGY RESOURCES.™

BE IT ENACTED 8Y THE LEGISLATURE OF THE STATE OF MONTANA:

Section 1. Oefinitions. As used in this {[act] the
following definitions apply:

{{) "Cogeneration facility® means 3 facility that
produces electric energy and steam or forms of useful energy
that are used for heating and cooling or industrial or
commercial purposes through the sequential use of energy.

{2) *"Commission® means the public sService commissione

t3) "Conservation energy facility™ means a facility or
system of facilities that supply energy by means of measures
and technologies that increase the energy efficiency of
building shellss equipmenty or processes and thus reduce
electricity or gas use below the level that would have been
used in their absence. The term includes a cogeneration
facility.

(4) ™Consumer™ means any end-user of electric power or
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natural or synthetic gase.

(5) "Conventional energy facility” meanss in the case
of an electric utilitys thermal) electric or hydro electric
generating plants providing either energy or capacity or
both and electric transmission and distribution lines ands
in the case of a gas utilitys natural gas from owned wells
or purchased gas of synthetic gas manufactured from coal and
gas transmission and distribution pipelinese

{6) {3) "Cost-effective™y when applied to any resource
referred to in this [act]s means that the resource must be
fForecast:

{i) to be reliable and available within the time it is
needed; oand

{ii) to meet the need for electric power or need for
gas as determined by the commission at an estimated
incremental system cost no greater than that associated with
the least-cost similarly reliable and available potential
conventional resources or the highest avoidable cost
existing resources

{b} For purposes of this definitions the term
“"incremental system cost™ means an estimate of all costs of
serving loadsy including if applicable the cost of both
capacity and energy and the cost of distribution and
transmission to the consumer and including but not limited

to annual operating CcoStsy waste disposal CcOostse

—2- HB 780
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end-of-cycle costs and such quantifiable environmental costs
and benefits as the commission determiness on the basis of a
methodelogy developed by the commission with the assistance
of the departments as provided For in [ section 3]+ are
directly attributable to such servicee

{c) In determining the cost effectiveness of a
rescurcesy the commissions assisted by the department, shali
take into account projected realization factors and plant
factorss including appropriate historical experience with
similar resourceses

(d) for purposes of this definitions the %estimated
incremental system cost®™ of any conservation enerqy facility
may not be treated as greater than that of a nonconservation
resource unless the incremental system cost of such
conservation energy facility is in excess of 110% of the
incremental system cost of the nonconservation resource.

(1) ™Covered wutility® means a public utility that
during the second preceding calendar year had:

{a) sales of natural gas for purposes other than
resale that exceed 10 billion cubic feet; or

{b} sales of electric power for purposes other than
resale that exceed 500 million kilowatt-hours in Montanae

(8} "Department® means the department of natural
resources and conservation.

{?) "Qualifying conservation energy facility” means a

-3 HB 780
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facility that supplies energy through conservations which
the commission determiness by rules meets such regui rements
as the commission maye by rules prescribe and which is owned
by a4 person not primarity engaged in the productions
transmissions oOr sale of natural gas or the generations
transmissions ar sale of electric powera

(10} "Qualifying renewable energy facility® means a
facility that produces energy by using eonty PRIMARILY
renewable resourcess which the cgmwission determiness by
rules wmeets such requirements as the commissions by rules
may prescribe and is owned by a person not primarily engaged
in the productions transmissions or sale of natural gas or
the generations transmissions or sale of electric poweras

{11) “Renewable energy Ffacility® means a facitity or
system of facilities that supply energy by means of
technologies that either produce electricity or gas directly
or reduce the use of utility-supplied electricity or gas by
capture and use of solarsy windy geothermale hydros or
biomass energy Sourcese

{12} “Resource™ means energy or capacitys oOr bothy
supptied by conservation energy facilitiess renewable energy
facilitiess or conventional energy facilities.

Section 2. Submission of load projection and
implementation plan to commission ~- approval by commissions

(L) Within 2 years of [the effective date of this act}s

g HB 780
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covered utilities shall submit to the commission & load
projection for the next 10 years that will specify the
projected loads both system—wide and in Montanas by end wuse
and by other criteria determined by the commission. The
covered utilities shall also submit a8 plan describing the
types and amounts of resources to be acquired to meet the
projected loads both system—wide and in Montanae The load
projection and implementation ptan Ffor acquisition of
cost-effective resources to meet Montana 1loadss is not
effective until approved by the commissione. Any revisions of
the projected load and of the implementation plan shall be
submitted annually to the commissione

{2) The commission shall evaluate the implementation
plan for acquisition of resources according to the criteria
developed by the commission under {section 3}.

{3} No covered utility may include resources in its
rate base under [section 7] unless they are included in the
impliementation plan approved by the commissione

Section 3. Development by commission of evaluation
criteria fFor implementation plans. (1) Within I year of [the
effective date of this act}s the commission shall by rule
adopt criteria by which qualifying renewable energy and
conservation measures will be defined and evaluated. These
criteria will quide the commission when approving

implementation plans of the covered utilities. The criteria

-5- HB 780
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will be based on:

{a} an assessment of cost effectiveness;

{b} an assessment of environmental costs and benefits;

{c) a tlist and assessment of various types of
renewable energy facilities;

td) a tTist and assessment of wvarious types of
conservation facilities;

{e} quatifications for energy audits;

{f} installation procedures for onsite renewable
energy systems and conservation measures; and

{9) quatification procedures for auditors and
instatlerse.

{2) The department shall assist the commission in
developing these criteriae

{3} The commission shall review the criteria annually
and revise them if necessarys

Section 4. Acquisition of resources by wutility. A
covered wutility ®@may acquire any resources contained in the
implementation plan required under {section 2] and approved
by the commissione The wutility may acquire the resource
directly and assume ownership of that resources Or it may
acquire the resource by purchase of energy from a qualifying
facilitye.

Section S Purchase of energy from quatifying

conservation energy and renewable energy facilitiess {1} Not

-&= HB 780
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less than 6 months after [the effective date of this act e
the commission shall adopt rules parallel to those adopted
under the requirements of section 210 of the federal Public
Utitity Regulatory Policies Act of 1978 (PURPA} for
cogeneration and small power producerss which require
electric and gas utilities to purchase energy from
qualifying conservation energy facilities and qualifying
renewable energy facilities.

{2) The rules prescribed under subsection (i) shall
insure that in requiring any electric or gas wutility to
offer to purchase energy from a qualifying conservation
energy facility or renewable energy facilityy the rates for
that purchase may not increase costs to the consumers of the
electric or gas utility above the longrun costs in the
absence of such purchase and may not discriminate against
qualifying conservation energy producers or qualifying
renewable energy producerses Such rates for purchase shall
provide maximum incentive to gqualifying conservation energy
producers and qualifying renewable energy producers by
reflecting the incremental system cost to the purchasing
utiliky of providing the enefgy form produced by or sold to
the utility from conventional resources.

(3) Within 1 year of [the effective date of this act])s
each wutility shall provide the commission with estimates of

its own incremental system costse
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(¢) The calculation of incremental system cost must
reflect:

{3a) all direct costs of new conventional resources
over their effective lifes including if applicable the cost
of both capacity and energy and the cost of distribution and
transmission to cthe consumer and including but not limited
to annual operatinge waste disposals and end-of-cycle costs;

and

{b} the cost of the highest cost-avoidable existing
resources

(5) The commission shall! hold hearings open to atl
interested parties and shall adopts by rules an estimate of
incremental system cost for each utilitye This procedure
shall be repeated at intervals of at least once every 3
yearss

Section 6. Exemptionse {1) Gualifying conservation
energy facilities and qualifying renewable energy facilities
are exempt from regulation of rates and rates of returns
with the exception of the guidelines adopted under
subsection (2) of {Section 5]+ any rules promulgated under
that sections and the associated determinations of the
COMMiSSiOne

{2) Income accruing to minority ownership in
qualifying conservation or renewable energy facilities by

reguiated utilities may not be treated as income to the

-8~ HB 780
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utility for purposes of regulation by the commission.

Section 7. Deterwmination of rate return from resource
acquisitions Resources included in the implementation plan
required in [section 2] acquired by a utility directly are
eligible for inclusion in the utility's rate bases Subject
to approval by the commission. Oetermination of the cost of
capital Ffor these resources shall be made separately from
that for other utility property.

Section 8. Complaint and audit procedurese. The
commission has jurisdiction over complaint procedures and
audit requirements with respect to the quality of materialse
installation of renewable systems and conservation measuress
and performance of those systems and measurese

Section 9. Severabilitye If a part of this act is
invalids all valid parts that are severable from the invalid
part remain in effecte If a part of this act is invalid in
one or more of its applicationss the part remains in effect
in atl wvalid applications that are severable from the
invalid applicationsa

-£nd-
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STATEMENT OF INTENT
HOUSE BILL 780

HOUSE BUSINESS AND INDUSTRY COMMITTEE f

)

The intent of this bitl is to insure that the energy
needs of Montana consumers afe squjiéd at the iowest
possible coste [t is based on the shservation that specific
energy needs can be met through a variety of resourcess not
strictly Timited Lo conventional fuelse. The most
cost-effective resource should be obtained First. IFf
insulating an individual residence 5aves more energy per
dollar invested than is produced by a new coal thermal
plants then the utility should invest in insulating the
house« Energy from electricity and natural gas is currently
supplied only by regulated utilities; this bill) provides the
mechanism whereby those utilities can supply energy from
conservation and renewable resources in a manner which is
predictables economicalse and which provides the utility
financial encouragement to do so. Rulemaking may be used to
expedite the development of smallers more dispersed types of

resgourcese.e
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HOUSE BILL NO. 7890
INTRODUCED BY AZZARA, HALLIGANs VINCENT, £ 7 cGAs
-~ v
MEYERy De 3ROWNs MARKS, HARPERy ANDERSON,

BARDANOUVE.“R. ANDREASON

A BILL FOR AN ACT ENTITLED: "AN ACT TO REQUIRE
INVESTOR-OWNED GAS AND ELECTRIC WUTILITIES IN MONTANA TO

ACQUIRE COST-EFFECTIVE ENERGY RESOURCES."™

BE IT ENACTED 8Y THE LEGISLATURE OF THE STATE OF MONTANA:

Section l. ODefinitionse As wused in this [act] the
following definitions apply:

(L) ™"Cogeneration Facility® means a facility that
produces electric enerqQy and steam or forms of useful energy
that are used for ‘heating and cooling or industrial or
commercial purposes through the sequential use of energye.

{2} *“Commission® means the public service COMMiISSiOne

{3) ™“Conservation energy facility” means a facility or
system of facilities that supply energy by means of measures
and technologies that increase the energy efficiency of
building shellcs equipments or processes and thus reduce
electricity or gas use below the level that wouldg have been
used in their absence. The term includes a cogeneration
facilitya

(#} “Consumer" means any end-user of electric power or
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natural or synthetic gase

{5) “Conventional energy facility™ means. in the case
of an electric utilitys thermal electric or hydro electric
generating plants providing either energy or capacity or
both and electric transmission and distribution lines ands
in the case of a3 gas utilitys natural gas from owned wells
or purchased gas or synthetic gas manufactured from coal and
935 transmission and distribution pipelines.

186) {a) "Cost-effective™s when applied to any resource
referred to in this {act]s means that the resource must be
forecast:

{t} to be reliable and available within the time it is
needed; and

(it] to meet the need for electric power or need for
gas as determined by the commission at an estimated
incremental system cost no greater than that associated with
the least-cost similariy retiable and available potential
conventional resources or the highest avoidable cost
existing resourcee

{b} For purposes of this definitions the term
“incremental system cost"™ means an estimate of all costs of
serving loadss including if applicable the cost of both
capacity and energy and the <cost of distribution and

transmission to the consumer and including but not timjted

€0 annual operating CosStsSs waste tisposat COStse
-2- H5 780
THIRD READING
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end-of-cycle costs and such quantifiable environmental costs
and benefits as the commission determinesy on the basis of a
methodology developed by the commission with the assistance
of the departments as provided for in [section 3]s are
directly attributable to such services

{c) In determining the cost effectiveness of a
resourcer the commissions assisted by the departments shall
take into account projected realization factors and plant
factorse including appropriate historicatl experience with
similar resourcess

{d) For purposes of this definitions the “estimated
incremental system cost® of any conservation energy facility
may not be treated as greater than that of 3 nonconservation
resource unless the incremental! system cost of such
conservation energy facility is in excess of 110% of the
incremental system cost of the nonconservation resource.

(7) ™"Covered utilit?jy means a4 public utiltity that
during the second preceding calendar year had:

{3) sales of natural gas for purﬁ?lggf}mther than
resate that exceed 10 billion cubic feet; or

fb) sales of electrici power for purposes other than
resale that exceed 500 million kilowatt—hours in Montanae.

(8) "Department™ means the department of natural

resources and conservation.

{9) ®“Qualifying conservation energy facility” means a
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facility that supplies energy through conservations which
the commission determiness by rule, meets such requirements
as the commission maye by rules prescribe and which is owned
by a person not primarily engaged in the production,
transmissions or sale of natural gas or the generations
transmissions or sale of electric power.

(10) "Qualifying renewable energy Facility®™ means a

facility that produces energy by using onty PRIMARILY

renewable resourcesy which the commission determines, by
rules meets such requirements as the commission, by rules
may prescribe and is owned by a person not primarily engaged
in the productions transmissione or sale of natural gas or
the generations transmissions or sale of electric power.

{il) “Renewable energy Ffacility® means a facility or
system of facilities that supply energy by means of
technologies that either produce electricity or gas directly
or reduce the use of utiltity-supplied electricity or gas by
capture and use of solare winds geothermals hydros or
biomass energy sourcese.

(12} "Resource™ means energy or capacitys o©r bothys
supplied by conservation energy facilitiesy renewable energy
facilitiesy or conventional energy facititiese

Section 2. Submission of toad projection and
implementation plan to commission -- approval by commisSsiona.

{1} MWithin 2 years of [the effective date of this act]}s
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covered utilities shall submit to the commission a load
projection Ffor the next 10 years that will specify the
projected loads both system—wide and in Montanas by end wuse
and by other criteria determined by the commissions The
covered utilities shall also submit & plan describing the
types and amounts of resources to be acquired tc meet the
projected loads both system-wide and in Montanae. The 1oad
projection and implementation plan for acquisition of
cost-effective resources to meet Montana 1loadss is not
effective until approved by the commissione Any revisions of
the projected load and of the implementation plan shall be
submitted annually to the commissione

{2) The commission shall evaluate the implementation
plan for acquisition of resources according to the criteria
developed by the commission under [seﬁtion 3].

{3} No covered utility may include resources in its
rate base under [section 7] unless they are included in the
implementation plan approved by the commissione

Section 3. Development by commission of evaluation
criteria for implementation plans. (1) Within I year of {the
effective date of this act]e the commission shall by rule
adopt criteria by which qualifying renewable energy and
conservation measures will be defined and evaluated. These
criteria will quide the commission when approving

tmplementation plans of the covered utilities. The criteria
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will be based on:

(a) an assessment of cost effectiveness;

(b} an assessment of environmental costs and benefits;

(c}) & list and assessment of wvarious types of
renewable energy facilities;

{d) a list and assessment of wvarious types of
conservation facilities;

(e} qualifications for energy audits;

(f) installation procedures for onsite renewable
energy systems and conservation measures; and

{g) gqualification procedures for auditors and
tnstallers.

{2) The department shall assist the commission in
developing these criteriae

{3) The commission shall review the criteria annually
and revise them if necessarye.

Section 4. Acquisition of resources by utilitye A
covered utility may acquire any resources contained in the
imptementation plan required under [section 2] and approved
by the commissiones The wutility may acquire the resource
directly and assume ownership of that resources or it may
acquire the resource by purchase of energy from a qualifying
Faciltitye.

Section 5. Purchase of energy from qualifying

conservation energy and renewable energy facilitiess. (L) Not

-&- H3 T80
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iess than 6 months after [the effective date of this act]e
the commission shall adopt rules parallel to those adopted
under the requirements of section 210 of the federal Public
utiltity Regulatory Policies Act of 1978 (PURPA) for
cogeneration and small power producerss which require
electric and gas utilities to purchase energy from
qualifying conservation energy facilities and qualifying
renewable energy facilitiese

{2} The rules prescribed under subsection (1} shall
insure that in requiring any electric or gas wutility to
offer to purchase energy from 3 quatifying conservation
energy facility or renewable energy facilitys the rates for
that purchase may not increase costs to the consumers of the
electric or gas  wutility above the longrun costs in the
absence of such purchase and may not discriminate against
qualifying conservation energy producers or qualifying
renewable energy preoducerse. Such rates for purchase shalt
provide maximum incentive to qualifying conservation energy
producers and qualifying renewable energy producers by
reflecting the incremental  system cost to the purchasing
utility of providing the energy form produced by or sold to
the wtility from conventional resourcess

{3) HWithin 1 year of [the effective date of this act]s
each wutility shall provide the commission with estimates of

its own incremental system costs.
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{4) The calculation of incremental system cost must
refiect:

{a) all direct costs of new conventional resources
over their effective lifes including if applicable the cost
of both capacity and energy and the cost of distribution and
transmission to cthe consumer and including but not limited
to annual operatings waste disposails and end-of-cycie costs;

and

{b) "the cost of the highest cost-avoidabile existing
resource.

(5} The commission shall hold hearings open to all
interested parties and shall adopty by rules an estimate of
incremental system cost for each utillity. This procedure
shall be repeated at intervals of at Jeast once every 3
yearss

Section 6« Exemptionss {1} Qualifying conservation
energy facilities and qualifying renewable energy facilities
are exempt From regulation of rates and rates of returns
with the exception of the gquidelines adopted under
subsection [2) of [section 5]s any rules promulgated under
that sections and the associated determinations of the
commissions

{2) Income accruing to minority ownership in
qualifying conservation or renewable energy facilities by

regul ated utilities may not be treated as income to the
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utility for purposes of regulation by the commissione

Section 7. Determination of rate return from resource
acquisitione Resources included in the implementation plan
required in ([section 2] acquired by a utility directly are
eligible for inclusion in the utility®s rate baser subject
to approval by the commissione. Determination of the cost of
capital Ffor these resources shall be made separately from
that for other utility propertye

Section 8. Complaint and audit proceduresa. The
commission has jurisdiction over complaint procedures and
audit requirements with respect toc the quality of materialss
installation of renewable systems and conservation measuress
and performance of those systems and measurese

Section 9. Severabilitye IF a part of this act is
invalids all valid parts that are severable from the invalid
part remain in effecte If a part of this act is invalid in
one or more of its applicationss the part remains in effect
in all wvalid applications that are severable from the
invalid applicationse

-£nd~
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