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E)GTjUTTIIE SI.'I,I,IARY OF RrcCI44FJTIDATICIIS

1. Thre Departnent of Natural Resourc-es and Conser:ration should
clevelcp a plan for renerwable energy and consenration technologies for
tte 19-87-89 biennium, includilg federal energy progran efforts, and
incorSnrating the follooing:

a. An evaluation to determine if additional invesfirent of
state fr:nds in reneruable energy and consenzation technologies is
warranted and where the investnpnt wcrr:Id be npst effective;

b. A stunnarlr of tLre acccnplistnents of tlre renanable energiy
grant and loan program;

c. Investnent criteria, including but not limited to
preferential c-onsideration for technologies ttr,at have the greatest
potentiaf to reduce reU-ance on non-renevrable energy sources and that
prcnote econcrnic develogxnent in lbntana.

2. Under the auspices of the Renewable E:erEg and Consenration
kogram the Departrrerrt of lhtrrral }ir:sources and Conserrration should
assurre a leadership role in bringing fecleral, state and regional
agencies, Iocal governnents, utilities, nrral electric cooperatives and
piivate sector organizations together to develcp a ccnprelrensive and
coordinated approach to achieve both the shorb and long term enerqy
consera/ation objectives of the various involved organizations on a
statanide basis.

3. Itre plans develcrped as a resutt of Reccnuenclations 1 and 2

strould specifically identify ttre areas of technology research and
developxnent and technology transfer tlrat should be enphasized by the
nereruaLte FlrerEg and Conseryation Program and identifu hot^r that enphasis
will be achieved.

4. I{anagers of the Rener,iable ErerEg and Conservation Program and

the Science and Technoloqy Program should formally define the
relationship of the two programs and, as approPriate, differentiate
separate areas of erphasis.

5. TLre State of lOntana should fornnlly assess whether the current
array of renq,vable energy and consenration-related tax incentives,
pgrchase of conservation and electricity frcrn reneurable energy sources
Ly pgblic utilities as regrulated by the Pub1ic Senrice @nnission, and

ths direction of the Renerrrable frrergy and Consenration ProgEarn are
creating the greatest rnarket stinulation effect at least cost.



I.  BAGKI(χND

In 1975, the trbntana legislature adopted the nation's first state-fimded
financial incentive prognam to danelop energing rensuable energy
technologies (see appendix A). Ttre Renanable Brergy and Consenzation
mogram'i (Rrcp) stated Frrpose was to decrease lbntanars reliance on
nonlreneurable fossil fueIs, and increase the use of solar, wi.nd,
biornass, geotherrnal, and snal1-scale trydro renevrable energy sourc€S.
Funded by a percentage of coal severance tax r6/enues, the program
prcnrided forthe research, develorgrnent, and denrrnstration of these
enerEr sources.

1tre I-egislature assigrred the lvbntana Departnent of Natrrral Resourc-es and

Consenzat-ion (DNRC) to administer the progrram. DNRC beqan issuing
grants to inclividuals and businesses in 1976. T;r its first f*r years,
the program concentrated hearzily on solar technologies. B:t as nrrre
enpGsii was placed on inrlividGl enerqr technologies, neur ccnpetition
foi renewable energy grants developed. Trechnologies for a variety of
reneurable energy soirrces rnatured at the sanre tine the program was ccnring
under closer scnrtiny by the leqislat re and the public. Ttris interest
was especially high beeause the coal severanee ta< funded the program.

Ttre program's origirnl legislation has been cLranged seve13l !{.= since
its iaoftion. the first legislative change in 1981 established a loan
program- to stirnrlate tlre fledglilq reneurable enerqf industrlz and thus
give a broader range of lbntanans an opportr:nity to choose frcm a
variety of crcrnrercial renewable energy options.

T5e second 19BI legislative action lcxoered the percentage of the ocal
se-verance tax that was allocated to fi:nd the ProgrElm frcrn 5 percent to
4.5 percent. Ho,vever, because coal ta< revenues were increasing at that
1inp; tlre chalge did not result in fewer dollars to fund tJ:e progrram.

The thircl 1981 legislative change, and in fact the second one as weII,
reflected a dissa[isfacticrn arrong the rnaiority of legislators with the
a&ninistration of the program to that point. l,lany legislators believed
that there tra<1 been no dsronstrable reduction of the statef s reliance on
fossil fuels. Charges surfaced about favoritimr in issuing grants and

about too much enphasis on solar technologies that benefited only a

select group of "insiders." In addition, Inany legislators felt a lack
of gran! to1Icw-r:p, re.porti:rg, and financial accountability detracted
frcm the program's effectiveness.

Within this conto<t, Representative Joe Orifici (D-Butte) sponsored HB

398 in the 1981 session, which sought to correct these deficiencies and
tighten aclministration of the program. Ttre bilt limited the funding of
dennnstration projects to those with good potential for saving
non-reneurable enerqT, and prohi-bited funding dennnstration projecLs
sjmj-lar to ury>roductive projects in close geographic pro<imity to a
sirnilar project, and projects that did not fit wittrin the goals of the
statute. In additj-on, the legislation required DNRC to nrcnitor gi'rants
and loans and report t-o the l-egislature on the effeetive-ness of funded
projects or prograrrs. Representative Ctrilici's bill also required DNRC



tO submit periodic reportS to ithe n■ virOnrental ouality Council (EQC)
for revim and evaluaion′ and directed the EloC to rake“ c― endat_ions
to as―e the greatest possible benefttt fron the proram tO the pemle
Of the State of ttt―a.

In the 1983 session′  Senator 」ohn hhar (D― Libby) Sponsored SB 356′
¬ねich sought to clarify project eligibility for grants and ■oans from
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address these changeso  At itS ■nception′ the R‐P prOgrarn was

難騨織脚重  嗣拠ex■sted h this areac  As the R‐ Pd
renmable energy develo岬 t and COnservation act■ v■ties were often
cbsely interrelated.Tyhg conservat■ on techniques tO rOnmable energy
generat■on、mld induce both efficiency in energy con_t■ on and
alternat■ve energy deve19pment.

The 1985 1egis■ ative session produood several mv laws that reduced the
RECPIs mairlg leve■  for the next bienn■ um and added a new c90nent to
the program.

HB 812′ introduced by mpresentat■ve Dorothy Bradley (D― Bozeman)created
the Science and Tし chnology Deve10_t BOard tO "stren_men and
dttrsitt ntana's econg tt esr盤宅:品鍵ll:r五韮為嵩FIi山m
∬塁き:.P駆蹴翡駆聾施 for the bimm witt a One― t艶
allocat■on Of S2 million froFn the renmable energy account in FY 85.
The purpose secttton of tho l)i]_l noted that DNRC was not p■ ann■ng to use

the entire allocated aIDunt it would have rece■ ved for the RECP.

HB 919 reduced the rate of funding for the alternat■ ve energy research

deve10pment and d―nstration account fЮ l1 4.5% t0 2.51 of COal tax
revenues frcxll」une 30′  1985 もo July l′  1987.  ThiS bil_1′  introduced by

器舞渡需感部墨I聾[囃  鮮affected by a directive froln the Le≦
RIP eanrrked funds for the state's match of federal energy programs.
Ⅷhile some RECP funds were prev■ ously used for the state rratching share′
the amount increased beg■nn■ng in FY 86.

The transfer of funds frorn the RECP iS a ref■ ect■On of revenue defiC■
ts
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a surplus of electric energy that is expected to last、 Cll into the next



cent-ury based on c.tlrrent load grorth projectiorrs. There is also a
worldruide oversuppry of oil and a nationlt wersuppry of natural gas
wttich have driven prices to the lcrarest Ievels in cnrer a decade. TtErate-of develcprnent of rensarable energy sources has sl61oed as a directresult because these sources are not anong the cheaper alternatives foreither utilities or individual consurers. A1so, federal ta< credits forbusiness and residentj-al investnents in renewabie energy sources and
conser:vation ocpired at the end of 1985 and have not Ve[ Uee" repcrrrec].
The renevvable energy.industry, particularly sorar energy-related
busj-nesses, has sigrnificantly declined as i result.

considering the cr:rrent energy sr:rprus, 1ow prices of conventional
energy forms, and decrining state revenues, I nnjority of legislatorstelt that major continued investnrent of puJclic funds in rene#alle energy
and consenration research and develorprent should be deferred.

I{B 909, intro<hrced by kpresentative Rex l,Ianual (D-Fairfield) in the
1985 session, added_energy conservation in state buildings as a ner^/
corponent eligible for grants from the REC?. Ttre DNRC in&icated that
energ'y consenzation retrofit of state buildings wourd prwide
neasurable, sigrrifj-cant savings of nth energy and dorlars and r,vourd
arso have denonstration value. fld; program ccnponent is
discussed in nrore detail later in this report.

F\:rther reductions in Rffi revenues were alprcnrecl <1ur.ing the
r-egislature's speciai session in .lr:ne 1996 ;hen g1135016oo ,.=
transferred frcm the alternative energy research develqxrent and
denonstration account to the gereral n:na uy Fts 39, introaucea ry
Representative Ray Peck (D-Havre) ($1 million was transferred trcrn tfre
account at the end of FY 86, another $35OrO0O will be transferred to thegeneral fund during FY 87, and DNRC's FY 87 appropriation was reduced by
$1,350,000). The DNRC was authorized to realiocale ftmds anpng grants,
Ioans, grants to state agencies for building,consenration, prolran
a&ninistration, natching federal energy programs and petrollr:m violation
escrcr^/ accor:nt nxcney, based on availability oi funds. Finally, the DNRC
was authorized to elect not to allocate tr:nas or accept grantand loanappli-cations frcm July 1, 1986 through ,June 30 , lggT .

The pr:rpose of this report is to revisrr actions by DNRC addressing thre
T"=!.recent legislative changes in the RECP, incluaing the redr.rsbions infunding, and to revievv Eec oversight activiiies. conilusions and
reccrTrlEndations are also included. Ttris report will not conentrate ondetails of the program such as specific projects funded or eligibility
requirenents.

rI. RrcP RE\IENUE

Table 1 conpares RECP appropriations, extr=nditures and the unobligated
cash balance renailing (or projected to ienain) in the fund at fj-scalyear end for FYrs 84 through 87. The a&ninistration's budget proposalsfor rYrs 88 and 89 are also inclucled. The decrease in r""o*niit"a fundsin tle renevvable energy account beginning ln rv 86 refrects both thet-ransfer of fi:nds. for other purposes anrl redr:ce<l rcvenues crcrning intotlle account. Drring r,y's 84, g., and g6 trre DNIic (rjrJ not slx_.rrr1 Jtt or


