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      July 25, 2019 
 
Energy and Telecommunications Interim Committee 
c/o Trevor Graff, Lead Staff Research Analyst 
Montana Legislative Services Division 
 
Re: Universal System Benefits Programs (USB) 
       2018 Challenge to Large Customers Self-Directed Funds for the University of Montana 
 
Committee Members, 
 
The April 30, 2019 letter to the Montana Department of Revenue (“DOR”) by F. Diego Rivas on behalf of 
the N W Energy Coalition (“NWEC”) enumerates concerns about the annual reports filed by several large 
customers for the reporting year 2018.   The University of Montana (“UM”) wishes to address the 
challenges leveled against it in that letter.  Attachment 1 is an extract of that letter as it pertains to UM.  
 
The gist of NWEC’s complaints emerges from NWEC’s interpretation of the type of information that it 
believes should be contained in the annual reports.  NWEC supposes that each annual report should 
contain a historical list of all projects prior to the current reporting year for which the large customer 
has previously filed reimbursement claims. It further assumes that all USB payouts to large customers 
must be fully explained even if those payouts are merely reimbursements for prior year’s projects.   
 
As UM understands it, the reporting requirements only compel UM to include new projects completed 
during the reporting year for which it wishes to receive reimbursement from the self-directed USB 
funds.   UM further maintains that if a credit balance exists from past projects then USB payouts are 
applied towards that balance and any further justification is unnecessary. Perhaps some guidance from 
DOR could inform all parties of the information the annual reports should convey. 
 
NWEC also seeks background information about UM’s existing credit balance of $2.6M. The projects 
that generated this balance were listed on UM’s 2013 annual report dated February 26, 2014 (see 
Attachment 2) and formally claimed on NorthWestern Energy’s Form B dated November 20, 2013  
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(Attachment 3).  All USB self-directed payouts since then are defraying that credit balance. UM’s current 
USB payout is about $47,000/year (see Attachment 4) which justifies UM’s statement that it will take 55 
years of USB payouts to work that existing credit down to a zero balance.  Given those realities, UM has 
declined to file any additional claims for projects since 2013 that would qualify for USB reimbursement 
even though UM has continued to implement such projects.   Additionally, although UM’s USB 
reimbursements for prior year’s qualified projects can be used in any way it decides, UM has chosen to 
amass those payouts into an account which it then uses for other campus energy projects.  
 
UM contends that it is fully compliant in the manner in which it files USB large customer annual reports 
and in its use of USB self-directed funds.   Unless directed otherwise by DOR, UM will continue to file 
annual reports in a similar fashion.  Future challengers to the large customer self-directed program 
should be advised to research deeper into prior years’ annual reports to access the project information 
they may seek.  
 
Sincerely, 
 

 
Brian P. Kerns 
Engineer, University of Montana 
 
Cc: F. Diego Rivas, N W Energy Coalition 
 Nicole Hensley, Montana Department of Revenue 
 Bonnie Rouse, Montana Department of Environmental Quality 

Dale Mahugh, NorthWestern Energy 



 

 

Attachment 1 
 
University of Montana  
• Cover letter states, “UM has a USB credit balance of over $2.6 million and receives an average 
monthly credit of $3,908. At this recovery rate, it will require 55 years to payout UM’s current 
request balance.  
• 2017 Carryover Request Balance of $2.6 million  
• No documentation or explanation of what payouts totaling $43,315.38 in 2018 were used for.  

• 69-8-402 (10)(a): A large customer claiming credits for a calendar year shall submit an annual 
summary report of its universal system benefits programs activities and expenditures to the 
department of revenue and to the large customer's utility. A report must be filed with the department 
even if a large customer is being reimbursed for a prior year's project. The annual report of a large 
customer must identify each qualifying project or expenditure for which it has claimed a credit 
and the amount of the credit. Prior approval by the utility is not required, except as provided in 
subsection (10)(b). 
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February 26, 2014 
 
Russ Trasky 
Montana Department of Revenue 
PO Box 5805 
Helena, Montana  59604-5805 
 
Re: Universal System Benefits Programs 
 Large Customer Annual Report 2013 

 
Dear Russ, 
 
The University of Montana is a large customer and self directs USB funds for energy 
conservation, renewable resource projects and applications. We have an ongoing effort to reduce 
electrical usage though conservation efforts in cooperation with the Montana Department of 
Administration, the Department of Environmental Quality and Northwestern Energy.   
 
From 2011 to 2013 the university performed energy conservation projects with a total cost near 
$6 million. The portion of those projects having electrical saving was nearly half or $2.97 
million. The electrical savings were estimated to be 2,370,798 kWh and 601kW in demand. 
 
The attached report lists the projects, building, description of the energy conservation measure 
performed, cost summary and energy saved. This information was presented to Northwestern 
Energy on the Large Customer Credit Request Form B submitted November 20, 2013. 
 
If you have any questions or need additional information please contact me.  
 
 
Sincerely, 

 
 
Tom Javins 
Associate Director for Utilities and Engineering 
 
 
 
C. Dale Mahugh, Northwestern Energy 
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