HOUSE BILL NO. 390
INTRODUCED BY QUILICI, HARP, LYNCH, BLAYLOCK, GILBERT,
PAVLOVICH, S. RICE, FRITZ, BENEDICT, SCHYE
IN THE HOUSE

JANUARY 30, 1993 INTRODUCED AND REFERRED TO COMMITTEE
ON BUSINESS & ECONOMIC DEVELOPMENT.

FIRST READING.

FEBRUARY 11, 1993 COMMITTEE RECOMMEND BILL
DO PASS AS AMENDED. REPORT ADOPTED.
FEBRUARY 12, 1993 PRINTING REPORT.
FEBRUARY 13, 1993 SECOND READING, DO PASS.
FEBRUARY 15, 1993 ENGROSSING REPORT.
FEBRUARY 16, 1993 THIRD READING, PASSED.

AYES, 99; NOES, 0.
FEBRUARY 17, 1993 TRANSMITTED TO SENATE.
IN THE SENATE

FEBRUARY 20, 1993 INTRODUCED AND REFERRED TO COMMITTEE
ON BUSINESS & INDUSTRY.

FIRST READING.

MARCH 10, 1993 COMMITTEE RECOMMEND BILL BE
CONCURRED IN. REPORT ADOPTED.

MARCH 11, 1993 SECOND READING, CONCURRED IN.

MARCH 12, 1993 THIRD READING, CONCURRED IN.

AYES, 48; NOES, 0.
RETURNED TO HOUSE.
IN THE HOUSE
MARCH 13, 1993 RECEIVED FROM SENATE.
SENT TO ENROLLING.

REPORTED CORRECTLY ENROLLED.



53rd Legimlature

(=]

LT- 2N - S R T

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

LC 1065/01

pi no. 390 \
. thep dp
SHae

"AN ACT ADOPTING

INTRODUiﬁ 53

A BILL FOR AN ACT ENTITLED: MONTANA

INTEGRATED LEAST-COST RESOURCE PLANNING AND ACQUISITION ACT;
PROVIDING THAT THE PUBLIC SERVICE COMMISSION MAY REQUIRE A
PUBLIC UTILITY THAT PROVIDES ELECTRIC OR NATURAL GAS SERVICE
TC FILE AN INTEGRATED LEAST-COST RESQURCE PLAN; ALLOWING THE

INCLUSION OF CERTAIN COSTS 1IN RATES; INTEGRATING THE

PLANNING PROCESS 1IN FACILITY SITING; AMENDING SECTIONS

6€9-3-702, 75-20-304, AND 75-20-501, MCA; AND PROVIDING AN

EFFECTIVE DATE.*

STATEMENT OF INTENT

A statement of intent is required for this bill because

[section 4] grants the public service commission rulemaking

authority to adopt guidelines for an electric or natural gas

utility to follow in compiling an integrated least-cost

regsource plan, It is the intent of the legislature that the

rules not apply to rural electric cooperatives. It is also

the intent of the legislature that the rules preserve the

"ugad and useful” ratemaking atandard. The rules are not

intended to allow the commission to preapprove any resource

use proposed in a plan, [Section 5] does not require

coordination between the commission and the department of
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LC 1605/01
natural resources and conservation regarding their
respective planning requirements. The rules must allow and
provide for adequate consideration of siting issues.
[Sectiori 6] addresses commission rate treatment. The
commission may include costs resulting from an integrated

least-cost resource plan in a utility's rates.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

Section 1.

may be

NEW SECTION. Short title. [Sectiocns 1

through 6] cited as the “Montana Integrated

Least-Cost Resource Planning and Acquisition act”.

NEW SECTION. Section 2. Policy -- planning. (1) It is

the policy of the state of Montana to supervise, regulate,

and control public utilities. To the extent that it is

congistent with the policy and in order to benefit society,

the state encourages efficlent utility operations, efficient
use of utility services, and efficient rates. It is further

the policy of the state to encourage wutilities to acquire

resources in a manner that will help ensure a clean,

healthful, safe, and economically productive environment.

{2) The legislature finds that the commission may

include in rates the costs that are associated with

acquiring the resources referred to in subsection (1) and

that are consistent with this policy if the resources are

used by and useful to the public. To advance this policy,

.. HB 390
INTRODUCED BILL
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the commission may require pericdic long-range plans from
utilities that provide electric and natural gas service in a
form and manner determined by the commission. The commission
may receive comments on the plans,

{3) |[Sections 1 through 6] do not constrain or limit

the commission's other duties or responsibilities.

NEW SECTION. Section 3. Definitions. As used in

{sections 1 through 6], unless the context requires

otherwise, the following definitions apply:

(1) “Abandonment costs"™ means the costs incurred for
resources acquired and abandconed pursuant to a plan.

(2) "Consumer counsel® means the consumer counsel
provided for in 5-15-201.

{3) “Externalities" mean the impacts on society that
are not directly borne by the producer in production and
delivery activities, which due to imperfections in or the
absence of markets are not accounted for in the producer's
production and pricing decisions.

{4) "Plan" means an integrated least-cost resource plan
submitted by a utility in accordance with [sections 1
through 6] anrd the rules adopted under [sections 1 through
6].

{5) "Planning costs" means the costs of evaluating the
future demand for services and of evaluating alternative

methods of satisfying future demand.
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(6) “Public utility™ means a public utility, as defined
in 69-3-101, that provides electric or natural gas service.

The term does not include municipal utilities.

NEW SECTION. Section 4. Integrated least-cost plan.
{i1) The commission may adopt rules requiring a public
utility to prepare and file a plan for meeting the
requiredents of its customers in the most cost-effective
manner consistent with the public utility's obligation to
serve. The rules may prescribe the content and the éime for
filing a plan.

(2) A plan must contain but is not 1limited to an
evaluation of the full range of cost-effective means for the
public utility to meet the service requirements of its
Montana customers, including consetrvation or similar
improvements in the efficiency by which services are used.

'(3) The commission may adopt rules providing guidelines
to be used in preparing a plan and identifying the critefia
to be used in determining cost-effectiveness. The criteria
may include externalities associated with the acquisition of
a resource by a public utility. The rules must establish the
minimum £iling requirements for acceptance of a plan by the
commission for further review. If a plan does not meet the
minimum filing requirements, it must be returned to the
public utility with a list of deficiencies. A corrected plan

must be submitted within the time established by the

_4_
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commission.
(4) A plan filed with the commission by a utility, as

defined in 75-20-104, must be provided to the department of

~ natural resources and conservation and the consumer counsel.

NEW SECTION. Section 5. public comment. (1) The
commission shall conduct a public meeting for the purpose of
receiving comment on a plan. The commission or the
department of public service requlation may comment on the
plan. A comment by the commission or the department may not
be construed as preapproval by the commission of rate
treatment for any proposed resource.

(2) The department of natural resources and
conservation;

{a) shall review a plan and comment on the need for new
regources, the alternatives evaluated to meet the need, the
environmental implications of the resource choices, and
other related issues that it considers important. The
department shall coordinate and deliver all cocmments from
other executive branch agencies.

{b) may use a plan in the development of studies for a
specific enexgy facility for which an application for a
certificate of environmental compatibility and public need
is Bubmitted under Title 75, chapter 20.

{3) The consumer counsel shall review and may comment

on a plan.
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NEW SECTION. Section 6. Rate treatment. (1) The
commission may include in a public utility's rates:

{a) the cost of resources acquired in accordance with a
plan;

{b) the cost-effective expenditures for improving the
efficiency with which the public utility provides and its
customers use utility services:; and

{c) the costs of complying with the planning
requirements of [sections 1 through 6], including but not
limited to: ‘

{i) planning costs;

{ii) portfolio development costs; and

{iii) all or a portion of abandonment costs.

{2) The commission shall adopt rules establishing
criteria governing the extent of recovery of abandonment

costs.

Section 7. section 69-3-702, MCA, is amended to read:

*69-3-702. Eligible congservation. Conservation
purchases or investments are eligible under this part if
they are:

{1) provided for in [section 6]; or

{2) wade to replace, upgrade, or enhance building
shells, space heating or cocling egquipment, or refrigeration
equipment that was installed and in operation in the

existing residential building at least 3 years before the

-6.«
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conservation purchases or investments are made and if they
are determined by the commission to cost no more than the

utility's avoided costs.*

Section B. section 75-20-304, MCA, is amended to read:

"75-20-304. Waiver of provisions of certification
proceedings. (1) The board may waive compliance with any of
the provisions of 75-20-216 through 75-20-222, 7%-20-501,
and this part if the applicant makes a clear and convincing
showing to the board at a public hearing that an immediate,
urgent need for a facility exists and that the applicant did
not have knowledge that the need for the facility existed
sufficiently in advance to fully comply with the preovisions
of 75-20-216 through 75-20-222, 75-20-501, and this part.

(2) The board may waive compliance with any of the
provisions of this chapter upon receipt of notice by a
person subject to this chapter that a facility or associated
facility has been damaged or destroyed as a result of fire,
flood, or other natural disaster or as the result of
insurrection, war, or other civil disorder and there exists
an immediate need for construction of a new facility or
associated facility or the relocation of a previously
existing facility or associated facility in order to promote
the public welfare.

{3) The board shall waive compliance with the

regquirements of subsections (2)(¢), (3)(b), and (3}(c) of

-7-
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75~-20-301 and---75-20-50:{5% and the requirements of
subsections (1)(a){iv) and {v) of 75-20-211, 75-20-216(3).
and 75-20-303(3)(a)(iv) relating to consideration of
alternative sites 1if the applicant makes a clear and
convincing showing to the board at a public hearing that:

(a) a proposed facility will be constructed in a county
where a single employer within the county has permanently
curtailed or ceased operations causing a loss of 250 or more
permanent jobs within 2 years at the employer's operations
within the preceding 10-year period;

(b) the county and municipal governing bodies in whose
jurisdiction the facility is proposed to be located support
by resolution such a waiver;

(c) the proposed facility will be constructed within a
15-mile radius of the operaticns that have ceased or been
curtailed; and

(d)} the proposed facility will have a beneficial effect
on the economy of the county in which the facility is
proposed to be located.

(4) The waiver provided for in subsection (3) applies
only to permanent job losses by a single employer. The
waiver provided for in subsection (3) does not apply to jobs
of a temporary or seasonal nature, including but not limited
to construction jobs or job losses during labor disputes.

{5) The waiver provided for in subsection (3) does not

-g-
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apply to consideration of alternatives or minimum adverse
environmental impact for a facility defined in subsections
(10)(b), (c), (d), or (e) of 75-20-104, for an associated
facility defined in 75-20-104(3), or for any portion of or
process in a facllity defined in subsection (10){a} of
75-20-104 to the extent that the proceas or portion of the
facility is not subject to a permit issued by the department
of health or boa?d of health.

{6) The applicant shall pay all expenses required to
process and conduct a hearing on a waiver request under
subsection (3). However, any payments made under this
subsection shall be credited toward the Ffee paid under
75-20-215 to the extent the data or evidence presented at
the hearing or the decision of the board under subsection
{3) can be used in making a certification decision under
this chapter.

{7) The board may grant only one waiver under
subsections (3) and (4) for each permanent loss of jobs as

defined in subsection (3)(a)."

Section 9. Section 75-20-501, MCA, is amended to read:
"75-20-501. Annual long-range plan submitted -

contents —— available to public -- least-cost plan. (1) Eaeh

Except as provided in subsection {5), each utility and each

person contemplating the construction of a Facility within

this state in the ensuing 10 years shall furnish annually to

_9_

W

[T- T IS S S

140
11
12
13
14
15
1é
17
18
19
29
21
22
23
24
25

LC 1005/01

the department for its review a long-range plan for the
construction and operation of facilities,

{2) The plan shail must be submitted by July 1 of each
year and must include the following:

{a) the general location, size, and type of all
facilities to be owned and operated by the utility or person
whose construction is projected to commence during the
ensuing 10 years, as well as those facilities to be removed
from service during the planning pericd;

{b) in the case of planned development of utility

facilities, a description of efforts by the utility or
person to coordinate e¢he-pian with other utilities er and
peraons—so—as-te-provide-a--coordinated regional piran—--for
meeting-the—energy-needs—-of-the-region planning;

{c) a description of the efforts to involve
environmental protection and land use planning agencies in
the planning process, as well as other efforts to identify
and minimize environmental problems at the earliest possible
stage in the planning preccess;

(4) projections of the demand for the service rendered
by the utility or person and explanation of the basis for
those projections and a description of the manner and extent
toc which the proposed facilities will meet the projected

demand; and

{e} additional information that the board by rule or

_10_
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the department on its own initiative or upon the advice of
interested state agencies might request in order to carry
out the purposes of this chapter.

(3) The plan shall be furnished to the governing body
of each county in which any facility included in the plan
under (2)(a) of this section is proposed to be located and
made available to the public by the department. The utility
or person shall give public notice throughout the state of
its plan by filing the plan with the environmental gquality
council, the department of health and environmental
sciences, the department of transportation, the department
of public service regulation, the department of state lands,
the dJepartment of fish, wildlife, and parks, and the
department of coumerce. Citizen environmental protection and
resource planning groups and other interested persons may

obtain a plan by written request and payment therefor for

the plan to the department.
(4} A rural electric cooperative may furnish the
department with a copy of the 1ong-rénge plan and 2-year

work plan or other integrated resource plan regquired to be

completed under federal rural electrification adminigtration

or other federal agency requirements in lieu of the

long-range plan required in subsection (1).
{5) Ne--person--may—-£ile-an—appiication-for-a-factiity

untess-the-facitity-had--been--adequately--identified——in--a
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tong-range--pian--at-ieast-2-years-prior-to-aceeptance-of-an
apptication——by--the-—-departmenty-———except—--for--—etectric
transminsion—-tines-of-a-design-capacitty-of-230-kitovotts—or

teasz The provisions of subsections (l) through (4) do not

apply to a public utility that submits an integrated

least-cost resource plan  to the public service commission

pursuant to {sections 1 through 6].

{6) A public utility that submits an integrated

least-cost resource plan pursuant to [sections 1 through 6]

shall contract with the department to fund the actual and

necessary costs of the department that are associated with

preparing the department's comments on the public utility's

plan and with obtaining other agencies' comments, as

provided in [section 5]. If a contract is not entered into

prior to the submigsion of the plan, the department, upon

completion of its review and comment, shall bill the utility

for the department's costs."”

NEW SECTION. Section 10. codification instruction.
[{Sections 1 through 6] are intended to be codified as an
integral part of Title 69, chapter 3, and the pravisions of

Title 69, chapter 3, apply to [sections 1 through 6].

NEW SECTION., Section 11. Effective date. [This act] is
effective July 1, 199%3.

—-End~-

—12_



STATE OF MORTANA - FISCAL NOTE
Form BD-15
In compliance with.a written request, there is hereby submitted a Fiscal Note for HBQ390, ag introduced.

DESCRIPTION QF PROPOSED LEGISLATION: The bill provides that the Montana Public Service Commission may require public
utilities which provide electric or natural gas services te file integrated least cost plans and that the commission shall

hold hearings on such plans.

ASSUMPTIONS:

1. Legislation affects regulated energy utilities and removes the doubt expressed by interested parties that the Public
Service Commission (PSC) has adequate jurisdiction to adopt rules, require the filing of plans and allow for ratemaking
approvals or disallowances that are specified in the bill. )

2, The PSC has adopted least cost planning rules which conform to the bill. Such adoption was made assuming that the
Commission would have adegquate resources to implement the rules.

3. A $50,000 biennial appropriation was approved by the Natural Resource Appropriations Subcommittee for the purpose of
hiring a consultant to assist the commission in its least cost planning activities. However, the PSC has subsequently
informed the subcommittee that the $50,000 appropriation should be rescinded, if the budget targets of the House Select
Committee on Budget/Revenue are imposed. The PSC believes that without the appropriation, they could not properly
process least cost plans.

4. The Department of Natural Rescurces and Conservation (DNRC) budget request includes a Major Facility Siting Act (MFSA)
block appropriation. DNRC currently reviews annually filed long-range utility plans. The costs are covered by fees
paid by utilities and assessed under the MFSA.

FISCAL IMPACT:

Department of Natural Resources and Conservation: None.
Public Service Commission: $50,000 biennial appropriation (currently approved}.

FY '54 FY '95
BExpenditures; Current Law Proposed Law Difference Current Law Proposed_ Law Difference
Consultant Services 50,000 50,000 0 0 0 0
Revenues: General Fund/Regulatory Fees - $50,000
LONG - RANGE EFFECTS OF PROPOSED LEGISLATION: More cost effective implementation of least cost planning activities because

the specter of litigation over the statutory authority of the commission to require least cost planning is reduced
substantially.

@Cw-« i.J -3 - 993

DAVID LEWIS, BUDGET DIRECTOR DATE JOE QUILICI, PRIMARY SPONSOR DATE
Office of Budget and Program Planning

Fiscal Note for HB0390, as introduced /{-B 37&
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APPROVED BY COMM. ON BUSINESS
AND ECONOMIC DEVELOP MENT

HOUSE BILL NO. 390
INTRODUCED BY QUILICI, HARP, LYNCH, BLAYLOCK, GILBERT,

PAVLOVICH, S. RICE, FRITZ, BENEDICT, SCHYE

A BILL FOR AN ACT ENTITLED: "AN ACT ADOPTING THE MONTANA
INTEGRATED LEAST-COST RESOURCE PLANNING AND ACQUISITION ACT;
PROVIDING THAT THE PUBLIC SERVICE COMMISSION MAY REQUIRE A
PUBLIC UTILITY THAT PROVIDES ELECTRIC OR NATUBAL GAS SERVICE
TO FILE AN INTEGRATED LEAST-COST RESOURCE PLAN; ALLOWING TEHER
INCLUSION OF CERTAIR COSTS IN RATES; INTEGRATING THE
PLANNING PROCESS 1IN FACILITY SITING; AMENDING SECTIONS
69-3-701, 69-3-702, 75-20-304, AND 75-20-501, MCA; AND
PROVIDING AN EFFECTIVE DATE."

STATEMENT OF INTENT

A statement of intent is required for this bill because
[section 4] grants the public service commission rulemaking
authority to adopt guidelines for an electric or natural gas
utility to follow in coapiling an integrated least-cost
resoutrce plan. It is the intent of the legislature that the
rules not apply to rural electric cocoperatives. It is also
the intent of the legislature that the rules preserve the
"used and useful" ratemaking standard. The rules are not
intended to allow the commission to preapprove any resource

use proposed In a plan. [Section 5] does not require

£
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coordination between the commigsion and the department of
natural resources and conservation regarding their
respective planning requirements. The-ruies-must-aiiew-and
provide--for--adequate--consideration--of-—-piting---issuess

HOWEVER, IT IS THE INTENT OF THE LEGISLATORE THAT THE

DEPARTMENT AND OTHER STATE AGENCIES SHARE WITH THE

COMMISSION THEIR - EXPERTISE ON ENVIRONMENTAL IMPACTS OF A

DTILITY'S PLANNED RESOURCE ACOUISITIONS. [Section 6]

addresses commission rate treatment. The commission may
include costs resulting from an integrated least-cost

resource plan in a utility's rates.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

NEW SECTION. Section 1. short title. [Sections 1
through 6] may be cited as the *“"Montana Integrated
Least-Cost Resource Planning and Acquisition Act™.

NEW SECTION. Socﬁon 2. policy — planning. {1) It is
the policy of the state of Montana to supervise, regulate,
and control public utilities. To the extent that it is
consistent with the policy and in order to benefit society,
the state encourages efficient utility operations, efficient
use of utility services, and efficient rates. It is further
the policy of the gtate to encourage utilities to acquire
rescurces in a manner that will help ensure a clean,

healthful, safe, and economically productive environment.

-2- HB 390
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{2) The legislature finds that the commission may
include in rates the costs that are associated with
acquiring the resources referred to in subsection (1) and
that are consistent with this policy if the rescurces are

ACTUALLY used by and useful +o POR THE CONVENIENCE OF the

public. To advance this policy, the coamission may require
periodic long-range plans from wutilities that provide
electric and natural gas service in a form and manner
determined by the commission. The commission may receive
cosments on the plans. |

{3) (Sections 1 through 6] do not constrain or limit

the commission's ether EXISTING STATUTORY duties or

respongibilities.

NEW SECTION. Saection 3. Dpefiaitions. As used in
{sections 1 through 6), unless the context requires
otherwise, the following definitions apply:

{1} "Abandonment costs" means the costs incurred far
resources acquired and abandoned pursuant to a plan.

(2) "Consumer coungel®™ means the consumer counsel
provided for in 5-15-201,

(3) “"Bxternalities®™ mean the impacts on society that
are not directly borne by the producer in production and
delivery activities, which due to imperfections in or the
absence of markets are not accounted for in the producer's

production and pricing decisions.

-3- HB 350

[T N R - W I S FURNY =R

o
~ ©

12

13

14
15
186
17
18
19
20
21
22
23
24
25

HB 03%0/02

{4) "Plan" means an integrated least-cost rescurce plan
submitted by a utility in accordance with [sections 1
through 6] and the rules adopted under [sections 1 through
6).

{5} "Planning coats" means the costs of evaluating the
future demand for services and of evaluating alternative
methods of satisfying future demand.

{6) "PORTFOLIO DEVELOPMENT COSTS" MEANS THE COSTS OF

PREPARING A RESOURCE IN A PORTFOLIO FOR PROMPT AND TIMELY

T ACQUISITION OF THE RESOURCE.

+64(7) "Public utility" means a public utility, as
defined in 69-3-101, that provides electri¢c or natural gas

service. The term does not include municipal utilities.

NEW SECTION. Section 4. Integrated least-cost plan.
(1) The commission may adopt rules requiring a public
utility to prepare and file a plan for meeting the
requirements of its customers in the most cost-effective
manner consistent with the public utility’s cbligation to
serve. The rules may prescribe the content and the time for
filing a plan.

{2) A plan must contain but is not 1limited to an
evaluation of the full range of cost-effective means for the
public utility to meet the 8ervice requiresents of its
Montana customers,

including conservation or similar

improvements in the efficiency by which services are used.

-g- HB 390
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{3) The commission may adopt rules providing guidelines
to be used in preparing a plan and identifying the criteria
to be used in determining cost-effectiveness. The criteria
may include externalities associated with the acquisition of
a resource by a public utility. The rules must establish the
minimum filing requirements for acceptance of a plan by the
commission for further review., If a plan does not meet the
minimum filing requirements, it must be returned to the
public utility with a list of deficiencies. A corrected plan
must be submitted within the time established by the
commission.

{4) A plan filed with the commigsion by a utility, as
defined in 75-20-104, must be provided to the department of

natural resources and conservation and the consumer counsel.

HEW SBECTION. Section 5. public comment . (1) The
commission shall conduct a public meeting for the purpose of
teceiving comment on a plan. The commission or the
department of public service regulation may comment on the
plan. A comment by the commission or the department may not
be construed as preapproval by the commission of rate
treatment for any proposed resource.

{2) The department of natural resources and
conservation:

(a) @ghall review a plan and comment on the need for new

resources, the alternatives evaluated to meet the need, the

-5- HB 390
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environmental implications of the resource choices, and
other related issues that it considers important. The
department shall cobrdinate and deliver all comments from
other executive branch agencies.

(b) may use a plan in the developwment of studies for a
specific energy facility for which an application for a
certificate of environmental compatibility and public need
is submitted under Title 75, chapter 28.

{3) The consumer counsel shall review and may comment
on a plan.

NEW SECTION. Section 6. Rate treatment. (1) The
commigsaion may include in a public utility's rates:

{a) the cost of resocurces acquired in accordance with a
plan;

(b) the cost-effective expenditures for improving the
efficiency with which the public utility provides and its
customers use utility services; and

{c) the coats of complying with the planning
requirements of [sections 1 through 6), including but not
limited to:

{i) planning costs;

(ii) portfolio development costs; and

(iii) all or a portion of abandonment costs.

{2) The commission shall adopt rules establishing

criteria governing the extent of recovery of abandonment

-6- HB 390
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costs.,

SECTION 7. SECTION 69-3-701, MCA, IS AMENDED TO READ:

"69-3-701. Definitions. As used in this part, the
following definitions apply:

ti}-—SAvoided--costas®--means--the--incremental-coatar-as
determined-by-the-commiasiony-to-an-eisctric-or-naturai--gas
utiiiey——of--energy-or-capacityr-or-bothr-whichy-but—far—the
putchase-of-conservationy——the-~utitity--wonld-—generate——-or
suppiy-itaeif-or-purchase—-from-snother-seurcer

t2¥(1l) “Commission” means the Montana public service
commission created in 2-15-2602.

t3¥[(2) “"Conservation” means any reduction in electric
power or natural gas consumption as a result of investment
in meagsures that increase the efficiency of electricity or
gas use In building shella, space heating or cooling
equipmsent, water heating equipment, or refrigeration
equipment or other cost-effective measures which, over its
economic life meet the criteria of 5§9-3-702.

t49--2Residentiat--buiidings-——-means--a-buitding-used-for
residentiai-occupancy-thats

{ay-——has-a-system—-for-heatingr-cookingr-—or--bothy—-that
uses-a-fuel-suppiied-by-the-utiltity;—and

tB)——containa--at--iecast--one——but--not-——mere-—than-four
separately-or-centratiy-heated-dweiiing--nnits——or--centains

more-~chan--four--separateiy-heated-or-cooied-or-both-heated
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and-eooted-unitac"

Section B. Ssection 69-3-702, NCA, is amended to read:

*69-3-702. Eligible conservation. Conservation
purchages or investments are eligible under this part if
they ares

£33 provided for in [section 6}3-er

t2}--nade--to--repiacey--upgradey——or——enhance—-buitding
sheiisy-space—heating-or-cocling-equipaenty—or—refrigeration
eguipment-—that--was--instaiied-—-and--in——-operation--in-—the
e!isting-reaidéntiai-buiiding-at—ieaee-&-—yeata—-befere—-ehe
conservation--purchases—-or—-investments-are-made—and-if-they
are—determined-by-the-commission-to-cost-no--mere-—than-—the
wtilityls-aveided-conks,”

Section 9. Ssection 75-20-304, MCA, is amended to read:

®75-20-304. Waiver of |provigions of certification
proceedings. (1) The board may waive compliance with any of
the provisions of 75-20-216 through 75-20-222, 75-20-501,
and this part if the applicant makes a clear and convincing
showing to the board at a public hearing that an immediate,
urgent need for a facility exists and that the applicant did
not have knowledge that the need for the facility existed
sufficiently in advance to fully coaply with the provisions
of 75-20-216 through 75-20-222, 75-20-501, and this part.

(2) The board may waive compliance with any of the

provisions of this chapter upon receipt of notice by a

-8~ HB 39D
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person subject to this chapter that a facility or associated
facility has been damaged or destroyed as a result of fire,
flood, or other natural disagster or as the reault of
insurrection, war, or other civil dimorder and there exists
an immediate need for construction of a new facility or
associated facility or the relocation of a ﬁreviously
existing facility or amsociated facility in order to promate
the public welfare.

{3) The board shall waive compliance with the
requirements of subsections (2)(¢), (3)(b), and (3)(c) of
75-20-301 and--75-28-581¢5) and the requirements of
subsections (l){a){iv} and (v) of 75-20-211, 75-20-216(3).,
and 75-20-303(3){a)(iv) relating to consideration of
alternative sites if the applicant makes a clear and
convincing showing to the board at a public hearing that:

(a) a proposed facility will be constructed in a county
where a single employer within the county has permanently
curtailed or ceased‘opetationa causing a loss of 250 or more
permanent jobs within 2 years at the employer's operations
within the preceding l0-year period; )

{b) the county and municipal governing bodies in whose
jurisdiction the facility is proposed to be located support
by remsolution such a waiver;

{c) the proposed facility will be constructed within a

15-mile radius of the operations that have ceased or been
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curtailed; and

{d) the proposed facility will have a beneficial effect
on the economy of the county in which the facility is
proposed to be located.

(4) The waiver provided for in subsection (3) applies
only to permanent job losses by a single employer. The
waiver provided for in subsection (3) does not apply to jobs
of a temporary or seasonal nature, including but not limited
to construction jobs or job losses during labor disputes.

(5) The waiver provided for in subsection (3) does not
apply to consideration of alternatives or minimum adverse
environmental impact for a facility defined in subsections
(10)(b), (c), (d), or {e) of 75-20-104, for an associated
facility defined in 75-20-104(3), or for any portion of or
process in a facility defined in subsection (10)(a) ofF
75-20-104 to the extent that the process or portion of the
facility is not subject to a permit issued by the department
of health or board of health.

(6) The applicant shall pay all expenses required to
process and conduct a hearing on a waiver reguest under
subsection (3). BHowever, any payments made under this
subsection shall be credited toward the fee paid under
75-20~215 to the extent the data or evidence presented at
the hearing or the decision of the board under subsection

{3) can be used in making a certification decision under

-10- HB 390
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thia chapter.

{7) The board may grant only one waiver under
subsections (3) and (4) for each permanent logs of jobs as
defined in subaection ({3)(a).™

Section 10. section 75-20-501, MCA, is amended to read:

"75-20-501. Annual long-range plan submitted -
contents — available to public -- least-cost plan. {1} Baeh

Except as provided in subsection (5), each utility and each

person contemplating the construction of a facility within
this state in the ensuing 10 years shall furnish annually to
the department for its review a long-range plan for the
conatruction and operatinn of facilities.

{2) The plan sheaii must be submitted by July 1 of each
year and must include the following:

{a} the general location, size, and type of all
facilities to be owned and operated by the utility or person
whose construction is projected to commence during the
ensuing 10 years, as well as those facilities to be removed
from service during the planaing period;

{b} in the case of planned development of wutility

facilities, a description of efforts by the utility or
person to coordinate the-plan with other utilitles or and
persons-—so--aa—-to--previde-a—ecoordinated regional pian-fer
meeting-the-energy-needs-ef-the-region planning:

{c) a description of the efforts to involve
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environmental protection and land use planning agencies in
the planning process, as well as other efforts to identify
and minimize environmental problems at the earliest possible
stage in the planning process;

(d) projections of the demand for the service rendered
by the utility or person and explanation of the basis for
those projections and a description of the manner and extent
to which the proposed facilities will meet the projected
demand; and

(e) additional information that the board by rule or
the department on its own initiative or upon the advice of
interested state agencies might request in order to carry
out the purposes of this chapter.

{3) The plan shall be furnished to the governing body
of each county in which any facility included in the plan
under (2)(a) of this section is proposed to be 1located and
made available to the public by the department. The utility
or person shall give public notice throughout the state of
its plan by filing the plan with the environmental quality
council, the department of health and environmental
sciences, the department of transportation, the department
of public service regulation, the department of state lands,
the department of fish, wildlife, and parks, and the
department of commerce. Citizen environmental protection and

resgurce planning groups and other interested persons may

-12- . HB 390
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obtain a plan by written request and payment therefer for
the plan to the department.

(4) A rural electric cooperative may furnish the
department with a copy of the long-range plan and 2-year

work plan or other integrated resource plan required to be

completed under federal rural electrification administration

or other federal agency requirements in lieu of the

long-range plan required in subsection (1).

{5} Re-person-may-filte-an-appiication--fer——a--faciiity
untess——the--factiity--had--been--adeguatety-identified-in-a
iong-range-pian-at-icant-2-years-prior-to-aceceptance--of--an
appiication---by--—the---departRenty——--except——for——etectrie
transmission-itines-of-a-design-capacity-of-236-hkilovolts——or

tesss The provisiona of subsections (1) through (4) do not

apply to a public utility that submits an integrated

leagt-cost resource plan to the public service commission

pursuant to [sections 1 through 6},

{(6) A public utility that submits an integrated

least-cost resource plan pursuant to [sections 1 through 6]}

shall contract with the department to fund the actual and

neceasary costs of the department that are associated with
preparing the department's comments on the public utility's

plan and with obtaining other agencies' comments, as

provided in_ {section 5). If a conktract is not entered into

prior to the submission of the plan, the department, upon

-13- HB 3190
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completion of its review and comment, shall bill the utility

for the department's costs."™

NEW SECTION. Section 11. Codification instruction.
[Sections 1 through 6] are intended to be codified as an
integral part of Title 69, chapter 3, and the provisiona of
Title 69, chapter 3, apply to [sections 1 through 6}.

MEW SECTION. Section 12. Effective date. [This act] is
effective July 1, 1993.

-End-

-1l4- HB 390
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BOUSE BILL NO. 330
INTRODUCED BY QUILICI, BARP, LYNCH, BLAYLOCK, GILBERT,
PAVLOVICH, 8. RICE. FRITZ, BENEDICT, SCHYE

A BILL FOR AN ACT ENTITLED: "AN ACT ADOPTING THE MONTANA
INTEGRATED LEAST-COST RESOURCE PLANNING AND ACQUISITION ACT;
PROVIDING THAT THE PUBLIC SERVICE COMMISSION MAY REQUIRE A
PUBLIC UTILITY THAT PROVIDES ELECTRIC OR MATURAL GAS SERVICE
TO PILE AN INTEGRATED LEAST-COST RESOURCE PLAN; ALLOWING THE
INCLUSION OF CERTAIN COSTS 1IN RATES; INTEGRATING THE
PLANNING PROCESS IN FACILITY SITING; AMENDING SECTIONS
£§9-3-701, 69-3-702, 75-20-304, AND 75-20-501, MCA; AND
PROVIDING AN EPFECTIVE DATE.™

STATEMENT OF INTENT
A statement of intent is required for this bill because
[aection 4] grants the public service commission rulemaking

authority to adopt guidelines for an electric or natural gas

utility to follow in compiling an integrated least-cost

resource plan. It is the intent of the legislature that the
rules not apply to rural electric cooperatives. It is also
the intent of the legislature that the rules preserve the
"used and useful” ratemaking standard. The rules are not
intended to allow the commission to preapprove any resource

use proposed in a plan, [Section §) does not require
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coordination between the commission and the dJdepartment of
natural resources and conasrvation regarding their
respective planning requirements. The-ruies-must—aiiow—and
provide--for--adeguate-—-constderation—-of~——giting---issuesr

HOWEVER, IT IS THE INTENT OF THE LEGISLATURE THAT THE

DEPARTMENT AND OTHER STATE AGENCIES SHARE WITH THE

CONMISSION THEIR EXPERTIEE ON ENVIRONMENTAL IMPACTS OF A

UTILITY'S PLANNED RESOURCE ACQUISITIONS. (Section 6}

‘addresses commission rate treatment. The commission may

include costa resulting from an integrated least~-coat

rasource plan in a utility's rates.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

NEw SECTION. Section 1. gshort title. [(Sections 1
through [ 3] may be cited as the "Montana Integrated
Least-Cost Rescurce Planning and Acquisition Act”™.

NEW SECTION., Section 2. Prolicy —- planning. (1) It is
the policy of the state of Montana to supervise, regulate,
and control public utilities. To the extent that it lis
consistent with the policy and in order to benefit society,
the state encourages efficient utility ocperations, efficient:
use of utility services, and efficient rates. It is further
the policy of the state to encourage utilities to acquire
resources in a manner that will help ensure a clean,

healthful, safe, and economically productive environment.

-2- HB 390
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(2) The legislature finds that the commission may
include in rates the coets that are aasociated with
acquiring the rescurces referred to in subsection (1) and
that are consistent with this policy if the re.ourées are

ACTUALLY used by and useful to FOR THE CONVENIENCE OF the

public. To advance this policy, the commission may require
periodic long-range plans from utilities that provide
electric and natural gas service in a form and manner
determined by the commission. The commission may recgive
comments on the plans,

{3) (Sections 1 through 6] do not Eonstraln or limit

the commission's other EXISTING STATUTORY duties or

responsibilities.

NEW SECTION. Section 3. Definitionsa. As  used in
[sections 1 through 6], unless the context requiées
otherwise¢, the following definitions apply:

(1) “Abandonment costs" -éans the costs incurred for
resources acquired and abandoned pursuant to a plan.

{2) “"Consumer counsel® means the consumer counsel
provided for in 5-15-201.

3) 'zxtcrnaxitieo‘- mean the impacts on society that
are not directly borne by the producer in production and
delivery activities, which due té imperfections in oi the
absence of markets are not accounted for in the producer's

production and pricing decisions.
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t4) “Plan" means an integrated least-cost resource plan
submitted by a utility in accordance with [sections 1
through 6] and the rules adopted under [sections 1 through
6}.

(5) “Planning costs™ means the costs of evaluating the
future demand for services and of evaluating alternative
msethods of satisfying future demand. ‘

{6) “PORTPOLIO DEVELOPMENT COSTS" MEANS THE COSTS OF

PREPARING A RESOURCE IN A PORTPOLIO FOR _PROMPT AND TIMELY
ACQUISITION OF THE RESOURCE.

£63{7) "Public wutility" means a public .utility, as
defined in 69-3-~101, that provides electric or natural gas

service. The term does not include municipal utilities.

NEW SECTION. Section 4. Integrated least-cost plan.
(1} The commission may adopt rules reguiring a public
utility to prepare and file a plan for meeting the
requirements of its customers in the most cost-effective
manner consistent with the public utility's obligation to
serve. The rules may prescribe the content and the time for
filing a plan.

{2) A plan must contain but is not limited to an
evaluation of the full range of cost-effective means for the
public utility to meet the service requirements of its
Montana customers, including conservation or similar

improvements in the efficiency by which services are used.

-4- HB 390
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(3) The commigsion may adopt rules providlng guidelines
to be used in preparing a plan and identifying the criteria
to be used in determining cost-effectiveness. The criteria
may include externalities ﬁssoclated with the acquisition of
a resource by a public utility. The rules must establish the
minimum filing requirements for acceptance of a plan by the
commission for further review. If a plan does not meet the
minimum filing requirements, it must be returned to the
public utility with a list of deficiencies. A corrected plan
must be submitted within the time established by the
commission,

(4) A plan filed with the commission by a utility, as
defined in 75-20-104, must be provided to the department’ of

natural resources and conservation and the consumer counsel.

NEW_SECTION. Section 5. Public comment. (1) The
commigsion shall conduct a public meeting for the purpose of
receiving comment on a plan. The commission or the
department of public service regulation may comment on the
plan. A comment by the commission or the department may not
be construed as preapproval by the commission of rate
treatment for any proposed resource.

(2) The department of natural resources and
conservation:

{(a) shall review a plan and comment on the need for new

resources, the alternatives evaluated to meet the need, the
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environmental implications of the resource choices, and
other related issues that it considers important. The
department shall coordinate and deliver all comments from
other executive branch agencies.

{b) may use a plan in the developwent of studies for a
specific energy facility for which an application For a
certificate of environmental compatibility and public need
is submitted under Title 75, chapter 20.

(3) The consumer counsel shall review and may comment

on a plan.

NEW SECTION. Section §. Rate treatment. (1) ‘The
commission may include in a public utility's rates:

(a) the cost of resources acquired in accordance with a
plan;

(b) the cost-effective expenditures for improving the
efficiency with which the public utility provides and its
customers use utility services; and

{c} the costs of complying with the planning
requirements of [sections 1 through 6], including but not
limited to:

{i) planning cosats;

{il) portfolio davelopnént casts; and

(i1i) all or a portion of abandonment costs.

{2) The commission shall adopt rules establishing

criteria governing the extent of recovery of abandonment

—-6- HB 390
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coBts.

SECTION 7. SECTION 69-3-701, MCA, 15 AMERDED TO READ:

“69-3-701. Definitions. As used in this part, the
following definitions apply: '

t1}——8Avoided--canta’--means--the——incrementat-coatey-as
deternined-by-the-commissiony-to-an-eiectrie-or-naturai~-gas
utitity--of-—-energy-or-capacityy-or-bothy-whichy-but-for-the
pureh&oe—of-eeaoerv-tionr-—the--utéiity--wouid--ﬁencr-te—-oe
supply-itseif-or-purchase-fromn-another-seurces ‘

t+23(1) "“Commission” means the Montana public service
commission created in 2-15-2602,

t3%¥(2) “"Conservation® means anf-ieduction in electric
power or natural gas consumption am a result of investment
in measures that increase the efficiency of electricity or
gas use in building shells, space heating or cooling
equipment, water heating equipment, or refrigeration
equipsent or other cost—effective measures which, over its
economic life meet the criteria of 69-3-702.

t¢)-~2Resident tat--buitdingt--means--a-buiiding-used-for
residentiai-cecupancy-thats

ta)y-~has-a-system-feor-heatingy-esolingr——or--bethy——that

vses-a-fuei-suppiied-by-the-utiiitys-and

tbi--eontaina--at--ieast--one--but--not--nore--than-four

separateiy-or-centratiy-heated-dueilting-—untts--or--contains

nore--than-—-four——separateiy-heated-or-cooied-or-both-heated
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and-cooted-uniear"

Section B. Section 69-3-702, MCA, is amended to read:

"69-3-702. Eligible conservation. Conservation
purchases or investments are eligible under this part if
they are:

{1} provided for fn {section 6];-or

t2}--made--to--repiacer--upgradey--or--enhance--buiiding
shelipr-space-heating-or-coeling-equipnenty-or-refrigeration
equipment—-that--was--instalied--and--in--operation--in--the
enisting-residentiat-buitding-at-iecast-3--years—-befora-—-the
eonoettltion-—pnrehaseu-402-*nveoe-ents—-re--nde—-nd-ii—eher
are-deternined-by-the-comminston-to-cont-no--more—-than-—the

uttiieyis—avetded-conts.”

Section 9. Ssection 75-20-304, MCA, is amended to read:
"75-20-304. Waiver of provisions of certification
proceedings. (1) The board may waive compliance with any of
the provisions of 75-10-216 through 75-20-222, 75-20-501,
and this part if the applicant makes a clear and convincing
showing to the board at a public hearing that an immediate,
urgent need for a facility exists and that the applicant daid
not have knowledge that the need for the facility existed
sutficiently in advance to fully comply with the provisions
of 75-20-216 through 75-20-222, 75-20-501, and thia part.
' {2) The board may waive compliance with any of the

provisions of this chapter upon receipt of notice by a

-8- HB 390
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person subject to this chapter that a facility or associated
facility has been damaged or destroyed as a result of fire,
flood, or other natural disaster or as the result of
insurrection, war, or other civil disorder and there exists
an immediate need Efor construction of a new facility or
associated facility or the relocation of a previously
existing facility or associated facility in order to promote
the public welfare. 7

{3) The board shall waive compliance with the
requirements of subsectiona (2)(c¢), (3}(b), and (3)(c) of
75-20-301 and--35-20-563¢5% and the requirements of
subsections ({l){a)(iv) and (v) of 75-20-211, 75-20-216(3).,
and 75-20-303(3)(l)liv) relating to consideration of
alternative sites if the applicant makes a clear and
convincing showing to the board at a public hearing that:

{a) a proposed facility will be constructed in a county
where a single employer within the county has permanently
curtailed or ceased operations causing a loss of 250 or more
permanent jobs within 2 years at the employer's operations
within the preceding l0-year period;

{b) éhe county and municipal governing bodies in whose
Jurisdiction the facility is propoased to be located support
by resolution such a waiver;

{c) the proposed facility will be constructed within a

15-mile radius of the opetatioho that have ceased or been
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curtailed; and

(d) the proposed facility will have a beneficial effect
on the economy of the county in which the facility is
proposed to be located.

{4) The waiver provided for in subsection (3) applies
only to permanent job losses by a single employer. The
waiver provided for in subsection (3) does not apply to jobs
of a temporary or seasonal nature, including but not limited
to construction jobs or job losses during labor disputes.

(3) The waiver provided for in subsection (3) does not
apply to consideration of alternatives or minimum adverse
environmental impact for a facility defined in subsections
{10){b), (¢), (4d), or (e} of 75-20~104, for an associated
facility defined in 75-20~104(3}), or for any portion of or
proceas in a fa&ility defined in subsection (10)(a} of
75-20-104 to the extent that the process or portion of the
Eacility is not subject to a permit issued by the department
of health or board of health.

{6} The applicant shall pay all expenses required to
process and conduct a hearing on a waiver request under
subsection (3)}. However, any payments made under this
subsection shall be credited toward the fee paid under
75-20-215 to the extent the data or evidence presented at
the hearing or the decision of the board under subsection

(3) can be used in making a certification decision under

-10- HB 390
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this chapter.

‘ (7) The board nay grant only one waiver under
subsections {3} and (4) for each permanent loss of jobs as
defined in subsection (3)(a)j'

Section 10. Ssection 75-20-501, MCA, is amended to read:
®75-20-501. Annual long-range plan submitted ——

contents —— available to public -- least-coat plan. {1) Baeh
Except as provided in subsection {5), each utility and each

person contemplating the construction of a facility within
this gtate in the ensuing 10 years shall Furnish annually to
the department for its review a long-range plan for the
congtruction and operation of facilities. -

{(2) The plan sheii must be submitted by July 1 of each

(a) the general location, size, and type of all
tacilities to be owned and operated by the utility or person
whose construction is projected to cosmence during the
ensuing 10 years, as well as those facilities to be removed
from service during the planning period;

(b} in the case of planned development of utility

facilities, a description of efforts by the utility or
person to coordinate the-pian with other utilities er and
persens--so--as--to--provide-a-coordinsted regional pien-fer
meeting-the-energy-needs-of-the-region planning;

{c) a description of the efforts to involve

-11- HB 390

O e W M a W N e

MNONON ONORNON R R R e e e e e
W A W o O VO D N WM A W N = D

HB 0390/02

environmental protection and land use planning agencies in
tﬁe planning process, as well as other efforts to identify
and minimize environmental problems at the esarliest possible
stage in the planning process;

(d) projections of the demand for the service rendered
by the utility or person and explanation of the basis for
those projections and a description of the manner and extent
to which the proposed facilities will meet the projected
demand; and

(e) additional information that the board by rule or
the department on its own initjative or upon the advice of
interested state agencies might request in order té carry
out the purposes of this chapter.

{3) The plan shall be furnished to the governing body
of each county in which any facility included in the plan
under (2){a) of this section is proposed to be located and
made available to the public by fhe department. The utility
or person shall give public notice throughcut the state of
its plan by filing the plan with the environmental quality
council, the department of health and environmental
sciences, the department of transportation, the department
of public service regulation, the dep;rt-ent of state landa,
the department of fish, wildlife, and parks, and the
department of commerce. Citizen environmental protection and

resource planning groups and other interested persons may
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obtain a plan by written request and payment therefer for
the plan to the departsent.

(4) A rural electric cooperative may furnish the
department with a copy of the long-range plan and 2-year

work plan or other integrated reacource plan required to be

completed under federal rural electrification administration

or other _federal agency requirementa in lieu of the

long-range plan, required in subsection (1).

{5) No-person-may-file-an-appiication—for-—a--facitity
untess——the--faeitity—-had--been--adequateiy-identified-in-a
iong-range-pian-at-lieast-2-years-prior-te-acceptance—-—-of--an
app&?c-tion-——hy——-ehe-—-depa!tlentr---eleept-—for--eieetrie
transmission-iines-of-a-deaign-capacity-of-238-kileoveoits--or

iessr The provisions of subsections (1} through {4) 4o not

apply to a public utility that submits an integrated

least-cost resource plan to the public sgervice commisasion

pursuant to [sections 1 through 6).
(6) A public utility that submits an integrated

least-cost resource plan pursuant to [sections 1 through 6]

shall contract with the department to fund the actual and

necessary costs of the department that are associated with

preparing the department's comments on the public utlility's

plan and with obtaining other agencies' comments, as

provided in {section 5]. If a contract is not entered intao

prior to the submission of the plan, the department, upon
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completion of its review and comment, shall bill the utility

for the department's costs.”

NEW SECTION. Section 11. cCodification instruction.
[Sections 1 through 6] are intended to be codified as an
integral part of Title 69, chapter 3, and the provisions of
Title 69, chapter 3, apply to [sections 1 through 61].

NEW SECTION. Section 12. Effective date. [This act] is
effective July 1, 1993.

-End-
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HOUSE BILL NO. 330
INTRODUCED BY QUILICI, BARP, LYNCH, BLAYLOCK, GILBERT,
PAVLOVICH, S. RICE, FRITEZ, BENEDICT, SCHYE

A BILL FOR AN ACT ENTITLED: "AN ACT ADOPTING THE MONTANA
INTEGRATED LEAST-COST RESOURCE PLANNING AND ACQUISITION ACT;
PROVIDING THAT THE PUBLIC SERVICE COMMISSION MAY REQUIRE A
PUBLIC UTILITY TEAT PROVIDES ELECTRIC OR NATURAL GAS SERVICE
TO FILE AN INTEGRATED LEAST-COST RESOURCE PLAN; ALLOWING THE
INCLUSION OF CERTAIN COSTS IN RATES; INTEGRATING THE
PLANNING PROCESS 1IN FACILITY S;TIHGx AMENDING SECTIONS
6§9-3-701, 69-3-702, 75-20-304, AND 75-20-501, MCA; AND
PROVIDING AN EFPECTIVE DATE."

STATEMENT OF INTENT

A statement of intent ls reguired for this bill because
[section 4) grants the public service commission rulemaking
authority to adopt guidelines for an electric or natural gas
utility to follow in compiling an integrated least-cost
resource plan. It is the intent of the legislature that the
rules not apply to rural electric cooperatives. It is also
the intent of the legislature that the rules preserve the
“uged and useful” ratemaking standard. The rules are not
intended to allow the commission to preapprove any resource

use proposed in a plan. ([Section 5] doea not require
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coordination between the commission and the department of
natural resources and conservation regarding their
respective planning requirements. PThe—-rules-must-aitow-and
provide--for--adequate-—constderation—-of-~-siting---issvesr

HOWEVER, IT IS THE INTENT OF THE LEGISLATURE THAT THE

DEPARTMENT AND OTHER STATE AGENCIES SHARE NITH THE

COMMISSION THEIR EXPERTISE ON ENVIRONMENTAL IMPACTS OF A

UOTILITY'S PLANNED RESOURCE ACQUISITIONS. {Section 6]

addresses commission rate treatment. The commission may
include costs resulting from an integrated least-cost

regource plan in a utility's rates.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

MEW SECTION. Section 1. short title. [Sections 1
through 6] may be cited as the “Montana Integrated
Least-Cost Resource Planning and Acquisition Act"™.

NEW SECTION. Section 2. policy —— planning. (1) It is
the policy of the state of Montana to supervise, regulate,
and control public utilities. To the extent that it is
consistent with the policy and in order fo benefit society,
the state encourages efficient utility operations, efficient"
use of utllity services, and efficient rates. It is further
the policy of the state to encourage utilities to acquire
resources in a manner that will help ensure a clean,

healthful, safe, and economically productive enviroament.

-2 HB 390

REFERENCE BILL



O @ NS D s W N e

T
w N e O

14
15
16
17
18
19
20
21

22
23
24

25

HB 0390/02

{2) The legimlature finds that the cosmigaion may
include in rates the costs that are associated with
acquiring the resources referred to in subsection (1) and
that are consistent with this policy if the resourées are

ACTUALLY used by and useful to FOR THE CONVENIENCE OF the

public. To advance this policy, the commigsion may require
periodic long-range plans from utilities that provide
electric and natural gas service in a form and manner
determined by the commission. The commission Ray receive
comments on the plans.

{3} [Sections 1 through 6] do not canstrain or limit

the commission's other EXISTING STATUTORY duties or

responsibllities.

NEW SECTION. Section 3. pefinitions. As  used in
[sections 1 through 6}, unless the context requires
otherwise, the following definiticns apply:

(1) “Abandonment costs” means the costs incurred for
repources acquired and abandoned pursuant to a plan,

(2) "Consumer counsel” means the consumer counsel
provided for in 5-15-201.

(3) “"Externalities® mean the impacts on society that
are not directly borne by the producer in production and
delivery activities, which due to imperfections in or the
absence of markets are not accounted for in the producer's

production and pricing decisions.
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(4) “"Plan®" means an integrated least-cost resource plan
submitted by a utility in accordance with [sections 1
through 6] and the rules adopted under [sections 1 through
6}.

{S) "Planning costs”™ means the costs of evaluating the
future demand for services and of evaluating alternative
methods of satisfying future demand.

{6) “PORTFOLIO DEVELOPMENT COSTS"™ MEANS THE COSTS OF

PREPARING A RESOURCE IN A PORTFOLIO FOR PROMPT AND TIMELY

ACQUISITION OF THE RESOURCE.

+63(7) "Public utility"™ means a public wutility, as
defined in 69-3-101, that provides electric or natural gas

service. The term does not include municipal utilities.

NEW SECTION. Section 4. iIntegrated 1least-cost plan.
(1) The commission may adopt rules requiring a public
utility to prepare and file a plan for meeting the
reguirements of its customers in the most cost-effective
manner consistent with the public utility‘'s obligation to
serve. The rules may prescribe the content and the time for
£iling a plan.

(2) A plan must contain but is not 1limited to an
evaluation of the full range of cost-effective means for the
public utility to meet the service regquirements of its
Montana  customers, including conservation or similar

improvements in the efficiency by which services are used.

-4- HB 39¢
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(3) The commission may adopt rules providing guidelines
to be used in preparing & plan and identifying the criteria
to be used in determining cost-effectiveness. The criteria
may include externalities associated with the acquisition of
a respurce by a public utility. The rules must establish the
minimum filing requirements for acceptance of a plan by the
commission for Cfurther review, If a plan does not meet the
minimum filing requirements, it must be returned to the
public utility with a list of deficiencies., A corrected plan
must be submitted within the time established by the
commisaion.

{(4) A plan filed with the commission by a utility, as
defined in 75-20-104, must be provided to the department of

natural rescurces and conservation and the consumer counsel.

NEW SECTION. Section 5. Ppublic comment. (1) The
commigsicn shall conduct a public meeting for the purpose of
recelving comment on a plan, The commission or the
department of public service regulation may comment on the
plan. A comment by the commission or the departsent may not
be construed as preapproval by the commisaion of rate
treatment for any proposed resource.

(2) The department of natural rescurces and
conservation:

(a) shall review a plan and comment on the need for new

resources, the alternatives evaluated to meet the need, the
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environmental implications of the resource choices, and
other related issues that it considers important. The
department shall coordinate and deliver all comments from
other executive bramch agencies.

(b) may use a plan in the development of studies for a
specific energy facility for which an application for a
certificate of environmental compatibility and public need
is submitted under Title 75. chapter 20.

{3) The consumer counsel shall review and may comment
on a plan,

NEW SECTION. Section 6. Rate treatment. (1) The
commigsion may include in a public utility's rates:

{a) the cost of resources acquired in accordance with a
plan;

(b} the cost-effective expenditures For improving the
efficiency with which the public utility provides and its
customers use utility mervices; and

(c) the costs of complying with the planning
regquirements of [sections ! through 6], including but -not
limited to:

{1) planning costs;

{i11) portfolio development costs; and

(11i) all or a portion of abandonment costs.

(2) The commisaion shall adopt rules establishing

criteria governing the extent of recovery of abandonment

-6- HB 390
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costa.

SECTION 7. SECTION 69-3-701, MCA, I5 AMENDED TO READ:

"69-3-701. Definitions. As used in this part, the
following definitions apply:

t1}——-tAvoided--conte®--necans--the--incrementai-costny-as
deternined-by-the-commissiony—to-an-etectric-or-naturai--gas
utitity--of--energy-or-capacityr-or-bothr-whichry-but-for—the
purchase-of-conservationy——the--ntitity--wouid--generate—-or
suppiy-itasetf-or-purchase-from—another-pources

t24(1) *"Commission™ means the Montana public service
commission created in 2-15-2602.

t3¥(2) “"Conservation" means anfEreduction in electric
power Or natural gas consumption as a result of inveastment
in measures that increase the efficiency of electricity or
gas use in building shells, space heating or cooling
equipment, water heating egquipment, or refrigeration
equipment or other cost-effective measures which, over its
economic life meet the criteria of 69-3-702.

t4}--"Residential--butiding®--neans--a-buiiding-naed-for
residential-ocenpancy-thats

tay--has-a-nystem-for-heatingy-coetingy--or--bathy—-that
uses-a-fuel-suppiied-by-the-utiittyr-and

th)--contains--at--least--ene--but--not--more-—than-four
separateiy-or-centraliy-heated-dweiiing--units--or--contains

more--than--four—separately-heated-ar-cooled-or-both-heated
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and-ecooted-unttar”

Section 8. Section 69-3-702, MCA, is amended to read:

*69-3-702. Eligible conservation. Conaervation
purchases or investments are eligible under this part if
they aret

{34 provided for in (section 6];-or

{24~ -made--to--repiacer--upgradey—-or--enhance--buiiding
shelisy-space-heating-or-cooting-equipmenty-or-refrigeration
equipment--that--was-—instalied--and-——in--operation--in--the
extsting-restdentiai-building-at-ieast-3--years—-before--the
conservation--purchases-—-er-investments-are-nade-and-tf-they
are-deterained-by-the-comminnion-to-copt-no--more—-than--the

utilityla-avoided-conts.”

Section 8. section 75-20-304, MCA, io amended to read:

*75-20-304., Waiver of provisions of certification
proceedings. (1) The board may waive compliance with any of
the provisions of 75-20-216 through 75-20-222, 75-20-501,
and this part if the applicant makes a clear and convincing
showing to the board at a public hearing that an immediate,
urgent need for a facility exists and that the applicant did
not have knowledge that the need for the facility exiated
sufficiently in advance ta fully comply with the provisions
of 75-20-216 through 75-20-222, 75-20-501, and this part;

(2) The board may waive compliance with any of the

provisions of this chapter upon receipt of notice by a

-B- HB 13%0
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- person subject to this chapter that a facility or assoclated

facility has been damaged or deatroyed as a result of fire,
flood, or other natural disaster or as the result of
insurrection, war, or other civll disorder and there exisats
an immediate need for construction of a new facility or
associated facility or the relocation of a previously
existing Eacility or asscciated facility in order to promote
the public welfare.

{3) The board shall wvaive compliance with the
requirements of subsections (2)(c), (3)(b), and (3)(c) of
75-20-301 and--35-20-502¢5) and the requirementa of
subsections (1){a}(iv) and (v} of 75-20-211, 75-20-216(3).,
and 75—20-303(3)(a)(1v) relating to consideration of
alternative sites if the applicant makes a clear and
convincing showing to the board at a public hearing that:

(a) a proposed facility will be constructed in a county
where a single employer within the county has permanently
curtailed or ceased operations causing a loas of 250 or more
permanent jebs within 2 years at the employer's operations
within the preceding 10-year period;

{b) éhe county and municipal governing bodies in whose
Jurlediction the facility is propoded to be located support
by resclution such a waiver;

(c) the propcsed facility will be constructed within a

15-mile radius of the operations that have ceased or been
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curtajiled; and

(d) the proposed facility will have a beneficial effect
on the economy of the county in which the facility is
proposed to be located.

(4) The waiver provided for in subsection (3) applies
only to permanent job losses by a single employer. The
waiver provided for in subsection (3) does not apply to jobs
of a temporary or seasonal nature, including but not limited
to construction jobs or job lossee during labor disputes.

(5) The waiver provided for in subsection (3) does not
apply to consideration of alternatives or minimum adverse
environmental iapact for a facility defined in subsections
{10)}(b), (c), (d}, or (e) of 75-20-104, For an associated
facility defined in 75-20-104(3), or for any portion of or
process in a Facility defined in subsection (10)(a) of
75-20-104 to the extent that the process or portion of the
facility is not subject to a permit issued by the department
of health or board of health.

(6) The applicant shall pay all expenses required to
process and canduct a hearing on a walver request under
subsection (3). However, any payments made under this
subsection shall be credited toward the Fee paid under
75-20-215 to the extent the data or evidence presented at
the hearing or the decision of the board under subsection

(3) can be used in making a certification decision under
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this chapter,

{7) The board may grant only one walver under
subsections (3) and (4) for each permanent loss of jobs as
defined in subsection (3)}{a).”

Section 10. section 75-20-501, MCA, is amended to read:

“75-20-501. Annual long-range plan submitted --
contents —— available to public -- least-cost plan. (1) Baeh

Except as provided in subsection {5), each utility and each

person contemplating the construction of a facility within
this state in the ensuing 10 years shall furnish annually to
the department for its review a long-rangs plan for the
construction and opcration of facilities.

(2) The plan shaii must be submitted by July 1 of each
year and must include the following:

(a) the general location, size, and type of all
facilities to be owned and operated by the utility or person
whoae construction is projected to commence during the
ensuing 10 years, as well as thogse facilities to be removed
from service during the planning period;

{b) in the case of planned development of utility

facilities, a description of efforts by the utility or
person to coordinate the-plan with other utilities er and
persons--se—-as--teo--provide-a-coordinated regional plan-for
meeting-the-energy-needs-of-the-region planning;

{c) a description of the efforts to involve
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environmental protection and land use planning agencies in
tﬁe planning process, as wall as other efforts to identify
and minimize environmental problems at the earliest possible
stage in the planning procesas;

(d) projections of the demand for the service rendered
by the utility or person and explanation of the basis for
those projections and a description of the manner and extent
to which the proposed facilities will meet the projected
desand; and

(e) additional information that the board by rule or
the department on its own initiative or upon the advice of
interested state agencies might request in order to carry
out the purposes of this chapter.

(3) The plan shall be furnished to the governing body
of each county in which any facility included in the plan
under (2)(a) of this section is proposed to be 1located and
made available tc the public by the department. The utility
or person shall give public notice throughout the state of
its plan by filing the plan with the environmental quality
council, the department of health and environmental
sciences, the department of transportation, the department
of public service regulation, the department of state lands,
the department of fish, wildlife, and parks, and the
department of commerce. Citizen environmental protection and

resource planning groups and other interested persons may
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obtain a plan by written request and payment therefsr for
the plan to the departmwment.

(4) A rural electric cooperative may furnish the
department with a copy of thea long-range plan and 2-year

work plam or other inteqrated rescurce plan required to be

completed under federal rural electrification administration

or other federal agency requirements in lieu of the

long-range plan required in subsection (1).

{S5) NRo-person-may-fiie-an-application——far--a-—-Eactiity
unitens-~-the--faciliiey--had--been--adequately-identified-in—a
iong-range-pian-at-ieant-2-years-prior-to-aceeptance——of--an
-pp&#eatien---by—-—the---departnentr---e:eept-—fer-—eieetric
transmission-iines-of-a-design-capacity-of-238-kiliovoltas--or

tessr The provisions of subsections (1) through (4) do not

apply to a public utility  that submits an integrated

least-cost resource plan to the public service commission

pursuant to [sections 1 through 6].

(6) A public utility that submits an integrated

least-cost resource plan pursuant to [sections 1 through 6]

shall contract with the department to fund the actual and

necessary coats of the department that are associated with

preparing the department's comments on the public utility's

plan_ _and with obtaining other agencies' comments, as

provided in [Bection 5]. 1f a contract is not entered into

prior to the submission of the plan, the department, upon
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completion of its review and comment, shall bill the utility

for the department’'s costs.”

New sepcrion. Section 11. codification instruction,
[Sections 1 through 6] are intended to be codified as an
integral part of Title 69, chapter 3, and the provisions of
Title 69, chapter 3, apply to [sections 1 through 6].

NEW _SECTION. Section 12. Egffective date. [This act] is
effective July 1, 1993.

-End-
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