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REPORT TO THE 49TH MONTALtA LDGISLATり RE

ON W

RINMABLE IttЛ I(V AND CONSERVAT工 ON PROGRAM

Backqround

rn 1975, the lbntarn regisrature adopted the nation's first
state-fi.rnded financial incentive procpam to develop ererging reneurable

energy technologies (see Appendix A). The programrs stated purpose

was to clecrease l,tmt-ana's reliance on non-renemable fossil fue1s, and

increase the use <-rf solar, wind, bionnss, geothernnl, and sna1l-sca1e

hydro renetvabre energv souroes. F\:nded by a trrercentage of coal

severancE tax revenues, the program prcnrided for the research,

developnent, and denonstration of these energy sources.

the I-egisJ-ature assigrned the l"lrntana Departnent of l{atr:ral

P,esources and consenzation (DNRC) to a&ninister the program. DNRC

began issuing grants to individuals and businesses in Lg76. In its
first fcrr,r years, the program crcncentrated heavily on solar

tectrrologies. But as m)re enpLrasis was placed on individual energy

technolcqies, ns^/ conpetition for: the renev,rabre energy grants

developed. Teclnologies for a variety <;f renevrrable energy sourc€s

tnatured at the sane tirre thre progrram was crrning under closer serutiny

by the Legi-slature anci the public. This interest $ras especially high

because the crcal severance ta>< funded the program.



The program's origilal legislation has been changed twice since

its adoption, first by tt€ 1981 legislature and then by the 1983

legislature.

The first 1981 legislative change established a loan prqram to

stin'ml-ate the fledgling rensryable energy industry and thus give a

broader range of l4ont-anans an oplrcrtrurity to choose frrxn a va::iety of

cqnrercial renewable energy options.

The seoond 1981 legislative action lorlered the peroentage of the

ocal severance tax that was alIocate<l to fund the program frcm 5

percent to 4.5 percent. Hqrvever, because coal tax re\,renues have been

increasirg, this change has not actually resulted i.rr ferer dollars

going to fund the program-

the third 1981 legislative change, and in fact the seeond one as

r,rell, reflected a dissatisfaction aITDng the rajority of legislators

with tlre a&ninistratj-on of tJ:e program to that point. l4any

tegislators believed that there had been no denrrnstrable reduction of

the staters reliance on fossil fi:els. Changes surfaced about

favoritisn in issuing grants, and abcnlt too ne.rch enphasis on solar

technologies that benefited only a select group of "i-nsiders." In

addition, many legislators felt a lack of grant follcru-up, reporting,

and financial accountability detracted frcm the programrs

effectiveness.

Within this conte><t, Representative Joe Q:ilici (fButte)

sSrcnsored fts 398 in the 1981 session, rnrtrich sought to crcrrect these

deficiencies and tighten adnr-inistration of the program. Itre bill



urni-ted the funding of denonstration projects to those with good

potential for saving non-renevvable erergy, and prohibited fgnding
those denpnstration projects similar to unprrcductive projects in close
geographic proximity to a sirnirar project, and those projects that did
not fit wittrin the goals of the statute. rn addition, the tegislation
required DNRC to nonitor grants and loans and report to tte
r'egislature on the effectiveness of funded projects or programs.

Representative Quilici's bill also reguired DNRC to sr:Lxnit periodic
retrrcrts to the E:vironnentar orarity council (EQc) for revievr a1d

evaluation, and directed the EQC to nnke reccnnendations to assu:re the
greatest possiJrle benefit frcrn the program to the people of ttre State

of lrbntana.

The latest legislative action t-ook place in the 19g3 session.

Senator John ltlchar (D-Libby) qrcnsored SB 356, wtrich sought to clarify
project eligiJrility for grants and loans frcm the alternative energy

research developrent and denpnstration account, to prcnride for the

incrusion of research, deveropxrent and denrrnstration of energy

consenration, and to reIIDve the prohibition on private or,nership and

control of research infornation. This action was pronpted by DNRCTs

obsenzations that energy consenration activities were not fornally

considered under tlre REGAL program, and that nnny ind.ividuals were

withholding attractive grant proposals for fear of losing patent

rights to alternative energv technologies. SB 356 was enacted. in 1983

to address these changes (see Appendjx A). At its inception, tte
RFEAL program was explicitly rrandated only to orplore and develcp
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rerehrable energy options. Ttre legislature initially considered energy

consenration activities as separate develqxrents and felt that

adequate efforts arready eiistecl in this area. /\s the REEAL program

develcped, tto,trever, DNRC fo:nd that renewable energy derzelopnent and

oonsenration activities hrere often closely interelated. ryjng

c-onservation techniques to ren*rable energy generation rrculd indge

both efficienqr in energy consunption and alternative energy

develcpnent.

Rupose

fhe purpose of tLris report is to reviar actions by Dt{Rc

addressing the latest anen&rent and ncrnr-ccnrpleted activities initiated
by the previous anen&nents, ancl to update mC oversight activities.
Conclusions and reccnnendations are also included. lhis report will
not oonentrate on details of ttre prognam, such as specific projects

ftrnded or eligi-bility regr:irenents. DNrc's publications and report to
the regisrature adeguately pro'ide ttris inforrnation.

As a result of the critj-cisrns ererging frcnr tte 1981 session,

DNRC has nade efforts to establish clear, concise goals and objectives
for the program and to devise a system for neasuring the attairment of
those goals and objectives. Ttris has been largely accrcnpristed by the
ocnpletion of the study entitled the Strstainable Erergy Assessrent

(SEA). sEA helps detennine the end-use of energy generated in lbntana



and will direct the program,s resources to where they will be npst
effective- Ttre SEA program represents an initial effort needed to
prcnzide teclrrical infornation upon which Renewable Energy and

consenration (RECP) program planning can be based. By deterrnining

wttich concepts of sustainabre energry and qcnsenration deryelotrxent in
l4cntana q,ould be nost cost-effective, a r,vrcrklng fralrer,,ork for judging

proposed contracts will be provided.

the ccnpleted SIA study includes:

1) futrrre needs on dieser fuel substitutes and extenders;

2) evaluation of agriculh:ral and food processing waste streams

as a source of alcrrhol feedstock;

3) high-head srarl-scale hydro resource assessrent;

4) pouer generation potential of r:ngaged streams in the npr:ntajns

and high plains;

5) Ibntana Wind Erergy Atlas;

6) Bureau of Recranation/DNRC wind npnitoring progr.uni

7) comrerciar sector sunrey to estirnate its potential for
conservation;

B) projections of residential wmd fuel use.

9) solar dcnestic hot water analysis; and

10) oilseed resource assessrent.

Descriptions of these studies are included in grreater detail j-n DNRC's

report to the legislature and are attached in the appendices. Ttre SEA

study will not limit grants and loans to onry those projects risted;

it does not represent the entire basis for plaruring criteria. SEA is
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only a part of a crcntinuing proc€ss used by DNRC to forrnalize its

planning procedure, and to incrcrporate its elenents, and sulcsequent

criteria, into its grant and loan decision franertork. D{RC plans to

continue building on ttris inforrnation so t]€ director can nake grant

proposal decisions on a npre inforned basis as to their feasibility.

In ttris fashion, DNRC can focus rrDre on the cumercialization of

reneryable energy sourc€s. ltre departnent believes tlrat, tte SEA and

subsequent studies will alrcni it to do this npre effectively.

There has been a trend tcrvard Requests for proposals (RF?rs),

which are solicited grants by DNRC. Based on inforrnation prouided by

SEA-type shrdies, DNRC has increased the nr.rrber of FE?rs, as the

departrent believes these projects will prove nost cost-eftective and

are closer to ccmrercialization. Ttre depar:trent still naintains its
separate grant crycle, wtr-ich provides firnds for unsolicited grant

proposals. Tb date DNRC has indicate<l that enough funding has been

available to senrice qr-ralified but unsolicted prcposals as qlelI as

projects solicited through RFP's. Total grant and loan atrplicaticrns

have declhed, but DIRC considers ttris a natural occurren€ due to the

attrition rate of narginal renerrable energy develcpers, the state of
the emncrryr, and the increasing focus on oomerciatization. Ihe SEA

project and subseguent studies indicate the program's preference for
RF?rs. rf DNRC bases these RF?!s on technical feasibirity and

crcnnercial potential, this wirl reguire particrpation by firms wittr

acc€ss to adeguate technical and financial resources.



lbst of the action taken by DNRC on the RrcAL program (ncrs Rffp_
tle bnertrable ErerEr and Consenration program) resulted frcrn the
recrcnnendations made by the r.egislative arditor in 19g1. TLre REAC

cannitt€e was generally pleased with DNRC's response to these
reccnnendations, but the Legislative Auditor's office has done no

ftirther research on DNRCTs energy grant prograrns.

Tn the neantirru:, DNRC's E:erglg Division has taken several steps
on its crrrr to refine the programs. First, it has developed a Final
Reg>rt ti-brary as part of its public infornation thrust. Ar]
RrcP-related published materials will be available through ttrc state,s
inter-Iibrary loan system or DNKrs q/fil Firal ReporE Library. Many

dosr-urents are disseminated through nrailing lists to contradors,
custcn=rs, and distributors at fairs and workshops.

DNRC recognized the need for a qlsternatic distribution of its
research-grenerated inforrnation. As a step iJI this direction, DNRC

corpleted a rnarketing study to determine the Irbntarn public,s
awareness level on rencrrable energy and consenration programs. TtE

narketing survey clearly points to the need for a public inforrmtion

and education program; consequently, the findings r^rere incortrrcrated in
the departnentts program planning process during thre spring and sr-unrer

of 1983. A sunnary of the nnrketing study and its conclusions appears

in Appendjx B.

A seocnd effort to refine the program i:nvolves DNRC analysis of

loans that failed for various reasons. Such a study rryrculd reveal

possible wealoresses in the application revieur process. Threse



weaknesses could result frcrn technical inpractical.ities, poor

rmrketing, poor credit stmcture, or other causes. the state of t}te

econcmy has caused a decline in atrplications, but a rrDre effective

liaison between the banks and DNRC r^,rculd lessen tle effects of ttris

fact.or. D.IRC recognrizes tl:at tuealorcsses e><ist and plans to Wdate its
revier'r of the application process upon study curpletion.

Finarly, DNRC prans tc uphold its rnandate of inforrning ard

involving the ptrlclic to the greatest extent possible by chanqing ttp
rettpd of revierr on infornation grrants. Because of increased

technical inforrmtion, DNRC has increased its focus on solicited
grants through its SEA process and general procrram directiqr.
lkhever, it does not want to discrcurage inrovative ideas that may r6lt

be incruded in the plans for soricited projects. Therefore, it will
enceurage inventors, entrepreneurs, and others to send in 3 to 4-page

abstracts of ideas r^rtrich could be develoFred to better inform lrbntanans

through the departnent's rnfornation Section. Ihese ideas ould tlen
be refornurlated as RFPrs, independent of the grant cycle, and sent out

for solicitation. For ocarple, a high school science teacher rnay have

an jlncnrative ldea for developing a reneraable energy resourc€ or
consenration nethod. He or she flt;ty not have the tjJre, rrpney, or
inclination to develry the croncrept, but rnay wish to see frrrther study

on the idea done by scneone else. Mter submittal of the abstracE to
Dllrc, the Departzrent analysts could o<pand it ixto a rtorl<able project.


