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5 INVtSTQR-JW~ED CAS A~D ELECTRIC UTILITIES IN ~ONTA~A T8 5 

0 ACQUISE CCST-EFFECTIVE E~ERGY ~ESCURCES.• 6 

7 1 

~~ IT E~ACTE~ 3Y THE LEGISLAT~R~ OF TH~ ST~T~ OF MnNTA~A: 8 

9 Section 1. Definitions. As used in this [act] the 9 

l:J rollowinq dcfi~itions apply: 10 

11 (1) "Cogeneration facilitt, means a facili~y that 11 

12 oroauces electric en~rgy ~nd ste2• or forms of useful energy 12 

13 th3t are used for t;~~tinq 3nd coclinq or ind~1stri2l ·:)r 13 

14 co.~~~rcial purposes t~rou~h the se~u?nti~l u:~ cf energy. 14 

15 (2) "Coa.missiont• r.;~ans ·the:.; public s2rvict. co;r.il•issivn. 15 

E (3) "Conservation ~nergy F~cility• ma~ns a facility or 16 

17 5ysto~ cf facilities that sup~ly ensr]y by m~ans of ~e~suros l1 

l! cnc ~echnaloaies that increase the energy effici~ncy of 18 

! :J cJuildin<; shells, e<;uipment, ·~r proc,;sses and thus re,jucP, 19 

!:0 ElJctricity or ~as use below the level that would hav~ bsP~ 20 

21 us~d in tncir dbsence. The term includes n co~en~r~tion 21 

z~ facility. 22 

2:> (4) "Consu~er" means any and-user of electric p~wer ~r 23 

24 natural or synthetic gas. 24 

25 (5) •conventional energy facility• m~ans, in t~~ C?s~ 25 
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of an electric utility, thermal electric or hydro electric 

~enerating pl8nts providing either energy or capacity or 

both and electric transmission and distribution lines and, 

in the case of a gas utility, natural gas from owned wells 

or purchasea gas or synthetic gas manufactured from coal ~nd 

~as transmission end distribution pipelines. 

(6) (a) ncost-effective"• when applied to any resource 

referred to in this [act]t means that the resource must be 

forecast: 

(i) to ~e reliable and available within the ti•o it is 

.-.eeded; and 

(ii) to medt the need fer 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 hignest avoidable cost 

existing resource. 

(b) For purposes of this definition, the term 

"incremental syste~ cost" means an estiffiate of all costs of 

serving loads, includin~ if applicable the cost of both 

capacity and en2rgy and the cost of distribution ~nd 

transa.ission to the consumer and including but not 1 imited 

to annual operating costs, w."st<e disposal costs, 

end-of-cycle costs and such quaPtifiable environmental costs 

and oenefits as the commission determines, on the basis of a 
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methodology developed Dy the ccr~ission with the assistance 

of the department, as proviaea fnr in [section 3], are 

directly attributable to such servi~e. 

{c) In determining the cost effectiv~ness at 

resou~ce, ~he ccm~ission, assisted by the d~part~en~, shall 

take into account projected realization f3ctors and plant 

facto~s, including app~opriate historic3l experience with 

similar resources. 

(d) For purposes of this definition, tne "estimated 

incremental system cost" of any c~ns=rvation Gnergy facility 

~ay 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 llG~ of the 

increo.ental syste~ cost of thE nanconserv~tion resJurce. 

(7) •covereu utility" means a public 

during the second preceding calendar year haj: 

(a) sales of natural gas for purposes 

resale that exceed 10 billion cubic feet; or 

utility th2t 

ether than 

(b) sales of electric power for purposes oth':>r than 

resale that exceed 500 million kilowatt-hours in Kontane. 

(BJ "Department" means the department of 

resources and conservation. 

natural 

{91 •Qualifying conservation energy f~cility• means a 

facility that supolies energy through conservation, which 

the commission determines, by rule, ~eets such requirements 
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as the commission may, oy rule, prescrihe ~n~ which is owned 

~y c p~rson not ~ri~arily eng3ged in th~ ~ro~~ction, 

trans~issiono or sale of natural ~~s or the ~2n~=r~tiJn, 

tr~ns~ission, or sale of electric power. 

(10) "'ualifyinq renewable eneroy f1cility" ~~~ns a 

racil ity that produces energy by usin1 o~ly rPn2watl~ 

resources. which the commission dater~ines, .Jy rule, ~e~ts 

such requirements ~s the com~issiont by rulet ~ay orescri~e 

and is own~d by a person not pri~arily Engage~ in th~ 

~reduction, tr6n5~ission, or sals of n~tur2l ~~s 0r the 

~ener~tion. trdnsmission 9 or s3le of ·!lectric powEr. 

(11) "Renew3ble energy facili~y" means a facility or 

system of facilities that supply snergy by means of 

T&ch~ologies that either produce electricity 0r ~~s jJr~ctly 

or reduce the use of utility-sup~lied electricity or ~23 ~Y 

capture and use of solar, wind, geothermal, hydro, or 

~io.,ass energy sources. 

(12) "Resource• means energy or c~pacity, or bo~h 9 

supplied by conservation energy facilities, renewable enercy 

facilities, or conventional energy f3cilities. 

Section 2. Submission of 1 ood o~ojection -2nfi 

implgrnentation plan to commission -- approval by commission. 

(1) ~ithin 2 years of [the effective date of this ~ct], 

covered utilities shall submit to the commission e lcud 

projection for the next 10 years that will specify th~ 
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projected loadt both system-wide and in ~on~ana, ~Y and use 

and ~y other criteria determined by ~h8 commission. The 

c~vere1 utilities shall also submit a plan descrihing the 

ty;a~ and amounts of resources to b~ acquired ta meet the 

~rojEctad loa~, bath system-wiie and in ~ont~n~. The load 

;:rejection and implementation plan for acquisition -:>f 

cost-effective resources to m-eet. Y:ontana l ozds, is not 

effective until approved by the commission. Any revisions of 

the projected load dOd of the i•~l~~entation plan shall ~e 

suo;;.itteJ annually to the commi 3Sion. 

(2) Th~ commission shall evalu3t2 th~ implem;·nt3tion 

plan for acquisitio~ of r,~sources dccor~in~ tot~~' ~rit~ri3 

d~V2l0~~d ~y ~he CO~·~is&iC~ U~d2r fs~c~icn ~]~ 

(3) NG ccver~j u~ility ~ilY inclJG~ rEsourcq5 in its 

r~~2 bas~ under [secticn 7] unldss thay ~r~ iilCltJde~ i~ th~ 

i:cpl~~8ntation ~l~n ~pprov~d by tt1~ c~~~issi~~. 

~~ction 3. Dev2lcpmsnt ~) ccmmission ~f -~v~:lu~tio~ 

critericl for imol~m~ntati~n pl~ns. (1) .ithi·l l v~~r of (t~s 

~ff2c~ive date Jf this ~ct], tf1e com8issi0r: sh3ll ~y rule 

~~oc~ crit~ria ~y which qualifyin-~ rcncwahl~ ~ner;y rin~ 

co:1s~rvation ni~asurts will be defined a~d evaluatqd. Th~s~ 

crit~ri=:) wi 11 guiC:£ thB com:r-issian wt.;cr. 21J";Jr·.Jv i rF 

i:nDlc;m<entation plc.ns of the cov~red utilities. T',e critBri:-" 

will b~ ~as2d en: 

( j} an ~ss~ss~iant of ccst ~ffectiven~ss; 
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(bl an assess~ent of environmental costs and benefits; 

(c) .'! list anj assessment of various types of 

renewdble energy facilities; 

(d) a list and assessment ?f various 

conservation facilities; 

( ~~ 

(f) 

qu3lifications for energy auoits; 

installation proc~dures for onsit9 

en~r9y systems and conservation ~easures; and 

types of 

ren€"wabl£ 

(g) qualification 

i nsL1llEI"So 

procedures for auditors and 

(2) The de~artment shall assist the coK~ission in 

developing these criteria. 

(3) The commission shall r0view the criteri~ annually 

and r~vise th~rn if necEssdry. 

Section 4• Acquisition of resources by utility. A 

covered utility may acquire any resources contained in the 

in1~l ~nlentcition plan required undGr [S~Ction 2] and ~pproved 

':ly the commission. The utility ;nay 3Cquire the resource 

directly and assuffie ownership of that resource, or it may 

2cquir~ th€ rasource by purch2s~ of enPr~y fr0~ a GU~lifyi~~ 

fa.::ility. 

Section 5. Purch~s~ of en.cr iY from <'U3lifyin·-

cons.~rv~tion ~~er;y end ren2w3b1e en~rgy f~ciliti2s. (1) ~lot 

le5s t~Jn S ~ont~s aft~r [t~e ?ffective date -:>f ~~is zct], 

':t.e c:>m;nissi'ln sh<Jll adopt rules ~ar•ll~l to thos· '.c!..,pt<>c 
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under the r~qui,rements of section 210 of the federal Public 

Utility Re~ul~tory Policies Act of 1976 jPURPA) for 

cogeneration an~ small pc~er producers, ~hich require 

electric and gas utilities to ~urchase energy from 

qualifyin~ conservation energy facilities 3nd qualifying 

renewable energy facilities. 

(2} The rules prescribed under subsection (l) shall 

insure that in requirin9 any electric or gas utility to 

offer tc purchase energy from a qualifying conservation 

energy facility or renewable energy facility, the rates for 

that purchase may not increase cost~ to th~ consumers of the 

electric or gas utility above the longrun costs in the 

absence of such purchase and may not discriminate against 

qu21ifying conservation energy producers or qual ifyin.; 

renewable energy producers. Such rates for ourchase shell 

pr~vide maximum incentivE to qualifying cons~rvation energy 

producers and qualifying renewable energy producers by 

reflecting the incremental system cost to th-= purchasin·; 

utility of providing the energy form produced by or sold to 

the utility from conventional resources. 

(3) Within 1 year of [the effective date of this act], 

e~ch utility shall provide the commission with estim3tes of 

its own incTeR!ental systea. costs. 

(4} The calculation of incremental system cost must 

Tefl ect: 
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(a) all direct costs of nsw c~nve,~io~al r~SJilrc~s 

ov~r thEir effective life, i~cludin0 if o~plic~~l~ t~? co~~ 

of both c3pacity and energy a~1~ the ccst 0f ~is~ri~u·i~~ ~~~ 

trans~! iss ion to th€ consu~er 2~Q inclu~ing ~ut ret liwi~~~ 

to annual operating• wastt aispcs31t and enJ-uf-cJc1 ~ ~~st~; 

and 

(D) the cost of the hiqh2st ccst-svoida~le existirg 

resource. 

(5) The com~ission shall hold hAJrings c~en t~ ~11 

ir.terested parties ~nJ sh3l1 Jdc:~t9 i;y rule• an ~5ti~-tc of 

ir.cra~~cint~1 system cast for each utility. This ~r~cedure 

s~all be re~eated at intervals af at lo3st once evary 3 

years. 

Section oo Exemptions. (l) Qualifyi~q CI'J~::,.-::-rvZ=ti -:,n 

ensr;y facilities and qu2lifying renewable energy facil iti~s 

ar~ exe~pt from re9ulation of rates and rates of retorno 

with ths exc:>ption of th<? guidelines a-Joptac unJer 

sunsection (Z) of [section 5] 0 a"y rules promulgated un~er 

that section, ~nd the ~ssociated determinations of tho 

commission. 

(2) Incon:e accruing to :r.invrity oi'lnerst"lir, in 

yualifying canservation or renewable energy faciliti~s ~1 

regulated utilities may not be tr.,c.ted as i nco,r.e to t.h,-. 

utility for purposes of regulation by tna commission. 

Section 7. Determination cf rate r~turn from r~source 

-8-
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1 acquisition. Resources included in the implementation plan 

required in [section 2] acquired by a utility directly are 

3 eligible for inclusion in th~ utility's rate b~se, subject 

4 to aJ~roval oy the core~ission. DBtermination of the cost of 

~ capital for th~se resources shall he made separately fro~ 

6 that for other utility ~roperty. 

7 Saction 8. to~plaint and audit procedures. The 

3 comulission has jurisdiction over compl3int procedures an<:! 

9 audit requ i renoents with respect to tn<> QU3l i ty 0f •rater i ;;1 s ~ 

lG i nst'Oll at ion of renewable syste":s >i1 i cons<: rvati on o:easures, 

ll and perfor-nance of those systems and .r.e:>sures. 

lZ Section 9. Severability. If a part of this act is 

1! inv2lidt all valid ~arts that ar2 ~~v!r0ble frow the invalid 

14 pdrt re~ain in effact. If~ part of this ~ct is inv~l ic ir 

15 one or mere of its ap?lications, the ~art ramains in effyct 

lb in all valid applications th3t are scv~rahle fro~ the 

17 invalid apQlic~ticns. 

-;:::r.d-
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STATE Of MONTANA 
REQUEST ~0. 405-81 

FISCAL NOTE 

Form BD-15 

In compliance with a written request received Eebrua;ry 17 , 19 _81_ , there is hereby submitted a Fiscal Note 

for House Bill 780 Pl.!rsuant to 1Title 5, 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. 

Assumptions 

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 

Revenue 
Expenditure 

Local Impact 

FY 82 

0 
116,386 

FY 83 

0 
113,999 

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

BUDGET DIRECTOR 

Office of Bud99} and Pro~ram Planning 

Date: ~ L ~0 / t(/ 
' 
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HOUSE BILL NO. 760 

INTRODUCED BY AZZARA, HALLIGAN, VINCENT, FABREGAt 

MEYER, o. 3ROWNo MARKSo HARPER, ANDERSON• 

BAROANOUVEo R. 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 BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section l• Definitions. As used in this [act] the 

following definitions apply: 

(1) •cogeneration f.u:ility" means a facility that 

produces electric energy and steam or for~s of useful energy 

that are used for neating and cooling or industrial or 

commercial purposes through the sequential use of energy. 

(2) "Commission" means the public service commission. 

(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 shells, equipment, 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 

faci 1 ity. 

(41 •consumer• means any end-user of electric power or 
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natural or synthetic gas. 

(5) "Conventional energy facility" means, in the case 

of an electric utilityo thermal electric or hydro electric 

generating plants providing either energy or capacity or 

both and electric transmission and distribution lines ando 

in the case of a gas utility, natural gas from owned wells 

or purchased gas or synthetic gas manufactured fro~ coal and 

gas transmission and distribution pipelines. 

(6) (a) "Cost-effective•, when applied to any resource 

referred to in this [act}• means that the resource must be 

forecast: 

(il to be reliable and available within the time it is 

needed; and 

{iii to ~et the need for electric poNer or need for 

gas as determined by the com.ission 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 resource. 

(b) For purposes of this definition, the term 

"incremental system cost" means an estimate of all costs of 

serving loads, 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 co.stso waste disposal costs. 

-2- HB 780 
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end-of-cycle costs and such quantifiable environmental costs 

and benefits as the commission determines, on the basis of a 

methodology developed by the commission with the assistance 

of the department, as provided For in [section 3]• are 

directly attributable to such service. 

(c) In determining the cost effectiveness of a 

resource, the coMmission, assisted by the department, shall 

take into account prOJected realization factors and plant 

factors, including appropriate historical eKperience with 

similar resources. 

(d) For purposes of this definition, the •estimated 

incremental system cost" of any conservation energy facility 

may not be treated as greater than that of a nonconservation 

resource unless the i ncre-nta I system cost of such 

conservation energy facility is in excess of 110\ of the 

incremental syste• cost of the nonconservation resource. 

(7) "Covered uti 1 ity• means a publtc uti Hty 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 purp·oses other than 

resale that exceed 500 million kilowatt-hours in ~ontana. 

(8) •Department• means the department of natural 

resources and conservation • 

(9) "Qualifying conservation energy facility• means a 

-3- HB 780 
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facility that supplies energy through conservation, which 

the commission determines, by rule, meets such requirements 

as the coamission may, by rule, prescribe and which is owned 

by a person not primarily engaged in the prOduction, 

transmission, or sale of natural gas or the generation, 

transmission, or sale of electric power. 

(10) "Qualifying renewable energy facility" means a 

facility that produces energy by using 5ft~T f~IH~RlLY 

renewable resources, which the commission determines, by 

rule, meets such requirements as the commission, by rule, 

may prescribe and is owned by a person not primarily engaged 

in the production, transmission, or sale of natural gas or 

the generation, transmission. or sale of electric power. 

(11) •Renewable energy facility" 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 utility-supplied electricity or gas by 

capture and use of solar, wind, geothermal• hydro, or 

biomass energy sources. 

(12) •Resource" means energy or capacity, or both, 

supplied by conservation energy facilities, renewable energy 

facilities. or conventional energy facilities. 

Section z. Submission of load projection ~nd 

implementation plan to commission-- approval by commission • 

111 Within 2 years of [the effective date of this act)• 

-4- HB 780 
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covered utilities shall subMit to the commission a toad 

projection for the next 10 years that will specify the 

projected loado both system-wide and in Montana, by end use 

and by other criteria deter•ined by the coMmission. The 

covered uti I ities shall also sub•it a plan describing the 

types and a.aunts of resources to be acquired to meet the 

projected load, both system-wide and in Montana. The load 

projection and impleMentation plan for acquisition of 

cost-effective resources to meet Montana loads, is not 

effective until approved by the commission. Any revisions of 

the proJected load and of the imple~ntation plan shall be 

submitted annually to the com•ission. 

(2} The commission shall evaluate the implementation 

plan for acquisition of resources according to the criteria 

developed by the co-.ission under [section 31• 

{31 No covered utility may include resources in its 

rate base under [section 7] unless they are included in the 

implementation plan approved by the commission. 

Section 3. Development by commission of evaluation 

criteria for implementation plans. (1) Within 1 year of [the 

effecttve date of this act}• the commission shall by rule 

adopt criteria by which qualifying renewable energy and 

conservation measures will be defined and evaluated. These 

criterta will guide the commission when approving 

implementation 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) a list and assessment of various types of 

renewable energy facilities; 

1 d) a list and assessment of various 

conservation facilities; 

(e) qualifications for energy audits; 

(fJ installation procedures for onsite 

energy systems and conservation measures; and 

types of 

renewable 

(g) qualification 

installers. 

procedures for auditors and 

(lJ The department shall assist the coRmission in 

developing these criteria. 

(3) The comMission shall review the criteria annually 

and revise them if necessary. 

Section 4. Acquisition of resources by utility. A 

covered utility may acquire any resources contained in the 

imple~ntation plan required under (section l] and approved 

by the commission. The utiJity may acquire the resource 

directly and assume ownership of that resource, or it •ay 

acquire the resource by purchase of energy froM a qualifying 

facility. 

Section 5. Purchase of energy from qualifying 

conservation energy and renewable energy facilities. (lJ Not 

-6- HB 780 
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less than 6 months afte~ [the effective date of this act)• 

the coa.ission shall adopt ~ules pa~allel to those adopted 

under the requireRents of section 210 of the federal Public 

Utility Regulatory Policies Act of 1978 jPURPA) for 

cogene~ation and sMall po~r producers, which require 

electric and gas utilities to purchase energy fro• 

qualifying conservation energy facilities and qualifying 

renewable energy facilities. 

(2) The rules prescribed under subsection (1) shall 

insure that in requi~ing any electric o~ gas utility to 

offer to purchase energy fro• a qualifying conservation 

energy facility or ~enewable energy facilityr the rates for 

that purchase may not increase costs to the consuRers of the 

electric or gas utility above the longrun costs in the 

absence of such purchase and Ray not disc~iminate against 

qualifying conservation ene~gy producers or qualifying 

renewable energy p~oducers. Such ~ates for purchase shall 

provide Maxinum incentive to qualifying conse~vatian energy 

producers and qualifying renewable energy producers by 

~eflecting the incremental system cost to the purchasing 

utili•y of providing the energy for• p~oduced by o~ sold to 

the utility from conventional resources. 

(3J Within 1 year of [the effective date of this act]. 

each utility shall provide the co .. ission with estiMates of 

its own incremental syste. costs. 
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(4) The calculation of inc~e~ntal system cost must 

reflect: 

(a) all direct costs of new conventional resources 

over their effective lifer including if applicable the cost 

of both capacity and energy and the cost of dist~ibution and 

transmission to the consumer and including but not limited 

to annual operating, waste d1sposaJo and end-of-cycle costs; 

and 

{bJ the cost of the highest cost-avoidable existing 

resource. 

(5) The con.ission shall hold hea~ings open to all 

inte~ested parties and shall adopt. by ~uleo an e~tinate of 

incremental system cost fo~ each utility. This procedure 

shall be repeated at inte~vals of at least once every 3 

years. 

Section 6o Exemptions. (1l Qualifying conservation 

energy facilities and qualifying renewable energy facilities 

a~e exempt fro• regulation of rates and rates of returnr 

with the exception of the guidelines adopted under 

suosection (2) of [section 5]r any ~ules p~omulgated under 

that section. and the associated determinations of the 

co111mi ssion. 

(21 Income accruing to minority ownership in 

qualifying conservation or renewable ene~gy facilities by 

regulated utilities •ay not be treated as inc~ to the 
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utility fo~ purposes of regulation by the commission. 

2 Section 1. Oete~mination of rate return from resource 

J acquisition. Resources included in the implementation plan 

4 required in [section 2] acquired by a utilaty directly are 

5 eligible for inclusion in the utility's ~ate base, subject 

b to approval by the commission. Determination of the cost of 

7 capital for these resources shall be made separately from 

8 that for other utility property. 

q Section a. Complaint and audit procedures. The 

10 commission has jurisdiction over complaint procedures and 

11 audit requirements with respect to the quality of materials, 

12 installation of renewable systems and conservation measures, 

lJ and performdnce of those systeMs and measures. 

14 Section 9. Severability. If a part of this act is 

15 invalidt all valid parts that are severable from the invalid 

lb part remain in effect• If a part of this act is invalid in 

17 one or more of its applications, the part remains in effect 

18 in all valid applications that are severable from the 

19 invalid applications. 

-End-
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STATENENT OF INTENT 

2 HOUSE BILL 780 

J HOUSE BUSINESS ANO INDUSTRY CONHITT&E f 
~ 

l 

s The intent of this bill is to in~re that the energy 

6 needs of Montana consu.er~ are suppJied at the lowest 

7 possible cost. It is based on tre ~servation that specific 

8 energy needs can be -.t through a variety of resources, not 

9 str ic tl y 1 i•i ted to conventional fuel So The .ost 

10 cost-effective resource should be obtained first. If 

11 insulating an individual residence saves aore energy per 

12 dollar invested than is produced by a new coal ther~l 

13 plant, then the utility should invest in insulating the 

14 house. Energy from electricity and natural gas is curTently 

15 supplied only by regulated utilities; this bill provides the 

16 mechanisll whereby those· uti 1 i·ti es can supply energy fro. 

17 conservation and renewable resources in a .anner which is 

18 predictableo economical, and which provides the utilit7 

19 financial encourageaent to do sa. ~ule•aking may be used to 

20 expedite the develop11ent of sMaller, more dispersed types of 

21 resources. 
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HOUSE BILL NO. 780 

INTRODU~ED BY AZZARA, HALLlGANo VIN~ENT, r_~ c~Ao 

-~ / MEYER, Oo 3ROWNo MARKS, HARPER, ANOER~N,-

SAROANOUVE o ·~Ro ANDREASON 

A BILl FOR AN ACT ENTITLED: "AN ACT TO REQU l RE 

INVESTOR-OWNED GAS AND ELECTRIC UTILITIES IN MONTANA TO 

ACQUIRE COST-EFFECTIVE ENERGY RESOURCES." 

BE IT ENACTED ~y THE lEGISlATURE OF THE STATE OF MONTANA: 

Section 1. Definitions. As used in this [act] the 

follow1ng definitions apply: 

(ll •cogeneration facilitr- means a facility thdt 

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 service commission. 

(3) •conservation energy facility• means a facility or 

system of facilitias that supply energy by means of ·lleasures 

and technologies that increase the energy efficiency of 

building 5~ells, equipment, 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 gas. 

{5) "Conventional energy facility" means, in the case 

of an electric uti I ityo thermal electric or hydro electric 

generating plants providing either energy or capacity or 

both and electric transmission and distribution lines ando 

in the case of a gas utility, natural gas from owned wells 

or purchased gas or synthetic gas manufactured from coal and 

gas transmission and distribution pipelines. 

C6) (a) "Cost-effective"• when applied to any resource 

referred to in this (act], means that the resource must be 

forecast: 

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

needed; and 

(iil to ~et 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 resource• 

(b) For purposes of this definition, the term 

"incremental system cost• means an estimate of all costs of 

serving loads. 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 COStS• waste disposal costs• 
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end-of-cycle costs and such quantifiable environ~ntal costs 

and benefits as the commission determines, on the basis of a 

~ethodology developed by the commission with the assistance 

of the department, as provided for in (section 3]• are 

directly attributable to such service. 

{C) In determining the cost effectiveness of a 

resource, the commission, assisted by the departMent, shall 

take into account proJected realization factors and plant 

factorso including appropriate historical experience with 

similar resources. 

(d) For purposes of this definition, the •estimated 

incremental system cost• of any conservation energy 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. 

(7) •covered uti I it{'"~ means a public uti tity that 

during the second preceding calendar year had: 

{a) sales of natural gas for purp't"'~-~ther than 

resal-e that exceed 10 bi 11 ion cubic feet; or 

£b) sales ~f electr"i~' power for purposes other than 

resale that eKceed 500 million kilowatt-hours in ~ontana. 

(8) •Department• means the department of 

resources and conservation. 

natural 

{9) •Qualifying conservation energy facility• means a 
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facility that supplies energy through conservation. which 

the co~ission determines. by rule, meets such requirements 

as the coamission mayo by rule, prescribe and which is owned 

by a person not primarily engaged in the production, 

transmission• or sale of natural gas or the generation, 

transmission, or sale of electric power. 

(10) •Qualifying renewable energy facility• ;~~eans a 

facility that produces energy by using a~+y fRIM!RILY 

renewable resources. which the commission determines, by 

rule, meets such require•ents as the commission, by rule, 

may prescribe and is owned by a person not primarily engaged 

in the productiono transmission, or sale of natural gas or 

the generation, transmission, or sale of e!ectric power. 

(11) qRenewable energy facility" 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 utility-supplied electricity or gas by 

capture and use of solaro windo geothermal. hydroo or 

biomass energy sources. 

(12) •Resource• means energy or capacityo or both, 

supplied by conservation energy facti itieso renewable energy 

facilities, or conventional energy facilities. 

Section 2. Submission of load projection and 

implementation plan to commission-- approval by commission. 

(1) Within 2 years of (the effective date of this act]• 
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covered utilities shall submit to the commission a load 

projection for the next 10 years that will specify the 

projected load. both system-wide and in Montana. by end use 

and by other criteria determined by the commission. The 

covered utilities shall also submit a plan describing the 

types and amounts of resources to be acquired to meet the 

projected load. both system-wide and in Montana. The load 

projection and implementation plan for acquisition of 

cost-effective resources to meet Montana loads. is not 

effect1ve until approved by the commission. An~ revisions of 

the projected load and of the implementation plan shall be 

suomitted annually to the commission. 

121 The commission shall evaluate the implementation 

plan for acquisition of resources according to the criteria 

developed by the comeission under (section 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 commission. 

Section 3. Development by commission of evaluation 

criteria for implementation plans. (1) Within 1 year of (the 

effect1ve date of 

adopt criteria by 

this act]• the commission shall by rule 

which qualifying renewable energy and 

conservation measures will be defined and evaluated. These 

criter1a will guide the c0111111ission when approving 

implementation 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) a list and assessment of various types of 

renewable energy facilities; 

(d) a 1i st and assessment of various types of 

conservation facilities; 

qualifications for energy audits; (e) 

( f J installation procedures for on site renewab te 

energy systems and conservation measures; and 

(g) qualification 

1nstalters. 

procedures for auditors and 

(2) The department shall assist the commission in 

developing these criteria. 

(3) The commission shall review the criteria annually 

and revise them if necessary. 

Section 4. Acquisition of resources by utility. A 

covered utility may acquire any resources contained in the 

implementation plan required under [section 2] and approved 

by the commission. The utility may acquire the resource 

directly and assume ownership of that resource, or it May 

acquire the resource by purchase of energy from a qualifying 

facility. 

Section 5. Purchase of energy from qualifying 

conservation energy and renew~ble energy facilities. ( 11 Not 

-b- H'l 780 



l 

3 

't 

5 

6 

7 

8 

9 

10 

ll 

ll 

13 

l't 

15 

16 

17 

18 

19 

zo 

HB 0780/0Z 

less than b MOnths after [the effective date of this act]• 

the commission shall adopt rules parall.el to those adopted 

under the require~nts of section Z10 of the federal Public 

Utilit~ Regulatory Policies Act of 1978 (PURPA) for 

cogeneration and small power producers. which require 

electric and gas utilities to purchase energy frOM 

qualifying conservation energy facilities and qualifying 

renewable energy facilities. 

(Z) The rules prescribed under subsection (lJ shall 

insure that in requiring any electric or gas utility to 

offer to purchase energy fro• a qualifying conservation 

energy facility or renewable energy facility. the rates for 

that purchase •ay not increase costs to the consu~rs of the 

electric or gas utility above the longrun costs in the 

absence of such purchase and lllay not discriMinate against 

qualifying conservation energy producers or qualifying 

renewable energy producers. Such rates for purchase shall 

provide maxi.um incentive to qualifying conservation energy 

producers and qualifying renewable energy producers by 

ref I ec ttryg the incrementa 1 systeM cost to the purchasing 

.,. z,L.. uti~ity,of providing the ene'J'9y form produced by or sold to 

ll the uti 1 ity from conventional resources. 

23 

2't 

25 

(3) Within 1 year of [the effective date of this act)• 

each utility shall provide the co~ission with estimates of 

its own incremental system costs. 
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(lt) The calcul4tion of incremental system cost must 

reflect: 

(a) all direct costs of new conventional resources 

over their effective lif~. including if applicable the cost 

of both capacity and energy and the cost of distribution and 

trans•ission to ~he consumer and including but not limited 

to annual operating, waste dasposal. and end-of-cycle costs; 

and 

{b) ·the cost of the highest cost-avoidable existing 

resource. 

(5) The commission shall hold hearings open to all 

interested parties and shall adopt. by rule~ an estimate of 

i ncre111ental system cost for each uti I i ty. This proceduf"e 

shall be repeated at intervals of at least once every 3 

years. 

Section 6. Exemptions. {1) Qualifying conservation 

energy facilities and qualifying renewable energy facilities 

are exempt fro~ regulation of rates and rates of return. 

with the exception of the guidelines adopted under 

subsection (2) of [section 5]• any rules promulgated under 

that section. and the associated deter111inations of the 

com.ission. 

{2) Income accruing to lllinority ownership an 

qualifying conservation or renewable energy faci1ities by 

regulated utilities may not be treated as incOMe to the 
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utility for purposes of regulation by the commission. 

2 Section 7. Determination of rate return from resource 

3 acquisition. Resources included in the implementation plan 

4 required in [section 2] acquired by a utility directly are 

5 eligible for inclusion in the utility•s rate base. subject 

b to approval by the commission. Determination of the cost of 

7 capital for these resources shall be made separately from 

6 that for other utility property. 

Complaint and audit procedures. The 9 

10 

Section B. 

co111111i ssi on has jurisdiction over complaint procedures and 

11 audit requirements with respect to the quality of materialso 

12 installation of renewable systems and conservation measureso 

13 and performance of those systems and measures. 

14 Section 9. Severability. If a part of this act is 

15 invalid• all valid parts that are severable from the invalid 

16 part remain in effect. If a part of this act is invalid in 

11 one or more of its applications. the part remains in effect 

16 in all valid applications that are severable from the 

19 invalid applications. 

-End-
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