
May 8, 2009 

The Honorable Linda McCulloch 

Secretary of State 

State Capitol

Helena, MT 59620

Dear Secretary McCulloch: 

In accordance with the power vested in me as Governor by the Constitution and the laws of 
the State of Montana, I hereby veto Senate Bill 257, “AN ACT REVISING THE DEFINITION 
OF "ELIGIBLE RENEWABLE RESOURCE" TO INCLUDE UPGRADES TO A 
HYDROELECTRIC FACILITY; REQUIRING CERTAIN RENEWABLE ENERGY CREDITS 
BE TRANSFERRED TO THE DEPARTMENT OF PUBLIC HEALTH AND HUMAN 
SERVICES; REQUIRING A PORTION OF THE VALUE OF THE RENEWABLE ENERGY 
CREDITS ASSOCIATED WITH THE UPGRADE TO BE DEPOSITED IN THE UNIVERSAL 
LOW-INCOME ENERGY ASSISTANCE FUND; AMENDING SECTIONS 69-3-2003, 69-3-
2004, AND 90-3-1003, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A 
RETROACTIVE APPLICABILITY DATE.” 

Senate Bill 257 purports simply to expand the definition of resources eligible to meet the 
requirements of renewable energy standards in Montana and elsewhere by adding a new 
category – upgrades to existing hydroelectric plants. (Under current law, hydro projects that 
are less than 10 megawatts, requiring no new impoundments, already are eligible renewable 
resources.) On its face, this would be a commendable goal, as Montana welcomes clean 
energy and the jobs that come from building clean energy projects. However, facts claimed by 
the proponents to support the bill do not bear up under examination. Because I believe 
Senate Bill 257 would subvert Montana’s Renewable Portfolio Standard (RPS), actually 
discouraging the development of new renewable energy projects, I have chosen to veto the 
bill. 

My first objection is that the definition of “renewable energy credits” (RECs) contained in the 
bill is based on a fictionalized scenario. The bill defines RECs based on an assumption that 
energy output at all times is generated first by capacity attributable to the upgrade to the 
existing hydroelectric facility up to the full amount of that capacity. Dams do not typically run 
at full capacity. This is even more the case with the incremental generating capacity added to 
an existing plant. However, Senate Bill 257 would have us believe that this new capacity – 
capacity which will run least often – produces RECs 24 hours per day, 365 days per year. This 
does not accord with reality. 

My second objection is in the claim that Senate Bill 257 is necessary so RECs from 
hydroelectric upgrades can be sold in other states. Other states make their own decisions 



regarding RECs and would no sooner let Montana dictate what is an eligible REC for their 
RPS than Montana would let them dictate to us. The Western Renewable Energy Generation 
Information System (WREGIS), which oversees the market for RECs in the West, confirms 
this.

Third, I believe that the claim that a vast market exists in Montana for RECs from hydro 
upgrades is disingenuous. The Diamond Willow wind farm will serve all of Montana-Dakota 
Utilities’ requirements under the current RPS. The Judith Gap wind farm will allow 
NorthWestern Energy to meet all of its requirements into the year 2015. This means the 
current market demand in Montana is approximately 5,000 RECs per year, a number that 
doubles in 2010. Even if we were to assume that NorthWestern Energy will not build a 
renewable energy facility (which assumption I believe is unlikely), there will be a statewide 
market for only approximately 260,000 RECs beginning in 2016. Comparing these numbers to 
the over 300,000 newly eligible RECs under Senate Bill 257 produced by upgrades already 
built or committed to, it becomes obvious that the value of all RECs would be lowered in this 
already limited market and would not result in the demand proponents suggest would occur. 

Fourth, I am cognizant of the fact that these 300,000+ newly eligible RECs will come from 
upgrades at Kerr Dam (already completed) and Rainbow Dam (already committed to with or 
without this legislation). Under Senate Bill 257, incentives for additional investments under 
Montana’s RPS law would be obliterated. Depending on the types of projects, my staff 
estimates that under current law, without Senate Bill 257, up to $200 million dollars in new 
renewable investments would occur by 2015 to meet Montana’s RPS. Senate Bill 257 thus 
negates the intent of Montana’s RPS by discouraging development of bona fide new 
renewable energy projects, which would mean fewer jobs for Montanans and less revenue for 
local government.

Finally, I note that after Senate Bill 257 passed the legislature, it took two weeks to reach my 
desk. While I do not speculate on the reasons for this delay, the result is that I was unable to 
propose amendments to the bill that could have resulted in legislation to actually encourage 
new investment in Montana. 

For these combined reasons, I have chosen to veto Senate Bill 257. 

Sincerely, 

BRIAN SCHWEITZER

GOVERNOR

cc: Legislative Services Division


