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INERODUCrrlohI

In 7975, the llcntana Iegislature adopted the nation's first

state-funded financial incentive program to develop energing

renennrable enerEf technologles.* The program's stated purpose was to

decrease }bntana's reliance On nOn-reneurable fossil- fue]s, and

increase solar, wind, bionass, qeothennal, and snalI-scale hydro

rene\^/abIe enerEy' sources. F\mded by a percentage of coal severance

ta< revenues, the program provided for the research, developnent, and

denpnstration of these energy sources.

TLre legislature assigned the State's Departnent of Natural

Resources and Consenzation (DNRC) to a&ruinister the program. DNRC

began issuing grants to individuals and businesses in 7976. In its

first ferv years, the program concentrated heavily on solar

technologies. But aS the nation's and state's energy pictures

developed, so did tJre ccnpetition fo:: the renennrable energy grants'

Technologies for a variety of rerrer,sable energy sources n'Etured at the

sane tjlre the program was condng under closer scrutiny by the

Legislature and the pubtic. This interest was especially high

because the controversial coal severance tax funded the program.

Although the proEram's original legislation had been anrlnded

only once since its adoption, the 1981 Legislature decided to revanq>

it in a three-pronged effort.

★ codttfied in 90-4-101 et seq.′  1■3A



TLre first legislative change established a loan program to

stirnrlate the fledgling renewable energy industry and thus give a

broader range of }4ontanans an opportunity to choose frcrn a variety of

ccnnercial rener,uable enerqy options. Sponsored by Senator Harold

Dover (R-Lewistcr,m) , sB 141 directed the DNRC to provide }oans that

would be a&n-inistered through the state's financial institutions.

I,lre second legislative action lcx,vered the percentage of the coal

severance tax tlat was allocated to fund the program from 5 percent

to 4.5 percent. Hcrvever, because coal tax revenues have been

ilcreasing, this change has not actually resulted in ferarer dollars

gojng to fund the program.

TLre third legislative change, and in fact the sec'ond one as

well, reflected a dissatisfaction aIIDng the najority of legislators

with the administration of the program to that point. Ivbny

legislators believed that there had been no denonstrable reduction of

the state's reliance on fossil fue1s. Charges surfaced about

favoritisn in issuing grants, and about too much enphasis on solar

technologies tlnt benefitted only a select group of "insiders". In

addition, many legislators felt a lack of grant follo,'r-up, reporting,

and financial accountability detracted from the program's

effectiveness.

within this conte><t, Representative Joe Quilici (D-Butte),

sponsored HB 398, which sought to correct these deficiencies and

tighten adrninistration of the progran. Tlre bill lirni-ted the funding



of denronstration projects to those with good potential for saving

non-rener^rabl-e energy, and prohiJrited ftmdinq those denpnstration

projects similar to' unproductive projects in close geographic

proximity to a similar project, and those projects that did not fit

within the goals of the statute. In addition, the legislation

required the DNRC to nonitor grants and loans and retrrcrt to the

Legislature on the effectiveness of funded projects or programs.

Representative Quilici's biII also reguired DNRC to subnit periodic

reports to the Ervironnental Quality Cor:ncil (npg1 for review and

evaluation, and directed the EQC to nake reconnendations to assure

the greatest trrcssiJ:le benefit frcrn the program to the people of the

State of l'lontana.

Thre purpose of this report is to outline the oversight

activities of the EQC and to discuss key elenents of the Renevsable

Alternative Energy (RAE) program and the progress made to insure i-ts

effectiveness. Conclusions and reconnendations are also included.

This report will not concentrate on details of the program such as

specific projects firnded or eligi}:ility requirenents. DNRC's

publications and report to the legistature adequately provide this

irrf-ornation.

EQC O\IERSIGITT ACITVIT]ES

Follcruing the assigrurent of oversight activities to EQC,

Chairrnan Representative Dennis Iverson (R-I,ftritlash) delegated the

oversight task to a subccnnLittee headed by Senator Dover and ccnposed



of public rembers, Dr. Leslie Perrgelty and Glen Rugg. Tfie

subcqnrLittee was reguired to re1rcrt regrularly to the full EQC which,

in turn, agreed to ag:t on the final report and conclusions and

reccnnendations.

As the EQC staff began to fornn:late a plan for its oversight

activities, it becane clear that other legislative entities had an

interest in the program as well, includjlg the Iegislative Audit

Conrnittee and the CoaI Tax Orersight Sr:lcconrnittee.

During the Spring of 1981, the Legislative Auditor had released

a report on selected energy grant prograns, including the RAE

program. The report identified several areas of concern, including

program direction, nrcnitoring of grants, contract provisions, fund

balance, docunentation, and contracted services. The Legislative

Auditor issued seven reccnnendations for the DNRC:

1) Establish a clear, concise set of goals and objectives for

the program and devise a system for neasuring the attairurent of those

goals and objectives;

2l frforce requirenents for progress reports;

3) Establish and consistently apply a policry of verifying

invoices against grant palznent requests;

4l Establish a fornal- policy requiring systenatic revievr of.

on-site visits;

5) Erforce the grant prcnrision and law reguiring conpletion

within one yeErri
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6) Revise the tangiJ:Ie property provisions of the grant

contract; and,

7l Discontinue the use of professional service contracts for

pernanent positions and record contracts for a&n-ilistrative services

under operating e>!:penses rather than grants.

I{ishing to avoid duplicating t}re Legislative Auditor's work, the

EOC Alternative ffrergy Subccnmittee held its first neeting in

Septenrber 1981 with representatives of the Auditor's office. At that

tilre, the subccnrnittee agreed to build on the Auditorrs

recormendations and nrrnitor the program to see that i-t net its goals;

*lat criteria for evaluating projects receiving fi:nding were

adequate; that its rules for a&ninistering the program were workable,

fair, and within legislative intent; and, that the legislative

direction for ttle program was clear and sufficient for a&rdnistration

of an effective program. Ttre subconnittee decided to focus on

develotrxent of the connercialization and loan elenents of the

program. The subcomittee suggeste<l that the EQC could sel:ve as a

sounding board for policies for redevelopnent of the program rather

than to act after the fact to oversee the program.

EQC staff conrnunicated frequently with DNRC staff over the

follcr,ving eighteen nr.:nths to carry out the subccnrnitteers direction.

Ttre subccrmdttee again net with OttRC representatives in January 1982

to revier,u the nethodology the depa.rtrent used to select protrrcsals

sr:brnitted to them. The sr:bconmittee revier,re<1 proposed rules



inplenenting connercialization and loan procedures as well as

generally revanping the program.

At that sare tiJrE, the EQC subccrnnittee net wj-th the Coal Tax

Oversight Sulcccrn'nittee (CIO) , which oversees the spending of coal tax

revenues. Again in order to avoid duplication, the tluo subconnittees

agreed to divide oversight reslrcnsi-bilities. They agreed to have the

EOC focr:s on adequacy of a&ninj-stration of the program, while CTO

viould concentrate on whether or not it was appropriate for ttre

prcgram to be fi:nded by coal tax rncney and at what Ievel.

EOC subconrnittee nentbers and staff also net periodically with

tlre Renenuable trnergy advisory Council (REAC) to coordinate efforts to

adrrise on effective a&ninistration of the program.

DNRC RESPONSE TO LDGISLATIVE RE剛 lMENDAT101S

Ackncrurledging flaws in the way grants had been distril:uted in

the past and believing that a strong conmitnent to de-veloplrent of

alternatives to non-rener^rable energy sources represents a corTpelling

defsrse of the c.oal severance tax, DNRC recently ccnpleted a n'ajor

restmcturing of the program.

DNRC rnade the folloving changes:

1) DNRC will closely nonitor the projects funded to insure

ccnpletion and that money j-s appropriately spent;

2) Erphasis is nov,/ being placed on strongter conservation

rreasures to ccn'plernent the efficienry of alternative energry projects;



3) As sorrE forms of alternative energy reach the

crcnnercial-ization stage, ncney will be awarded in loans as well as

grants in a change auttrorized by the legislature. This will rninimize

interference wittr the narket and the State will receive a nrrnetarlr

return on its investnent;

4l Criteria for awarding grants and loans have been

strengthened, including an enphasj-s on c.onpetence of the applicant,

engineering and technical soundness, need for the technology, and the

audience targetecl by the project. ILre projects are given points for

various objective criteria, and those with the highest scores are

funded. In this way, the DNRC has eliminated much of the "trrcIitics"

previously involved in the process; and

5) DNRC wiIl advertise the program IIDre widely.

Another inportant aspect of the program's reorgani-zation is a

study entitled the Sustainable Erergy Assessrent (SEA) that will help

determine the end-use of energy generated and used in I{cntana.

Through corpletion of this assessrent jrr the next two years, the

departnent can direct the program's resources to where they will be

nost effective. The study attenpts to identify tJ-e nost productive

optrrcrbr:nities for consenration and renen^rable energy, the resources

available for energry production, and the npst appropriate systems for

reeting energf dernands with available resources.

These and other changes are accurately descri-bed in greater

detail in DNRC's report to the Legislat.ure and are attached as

Apl)endjx III. I{o.irever, several ncdifications to t}re program nerit


