SENATE BILL NO. 416
INTRODUCED BY WILLIAMS, H. HANSON
IN THE SENATE

FEBRUARY 16, 1991 INTRODUCED AND REFERRED TO COMMITTEE
. ON TAXATION.

FIRST READING,

MARCH 12, 1991 COMMITTEE RECOMMEND BILL
DO NOT PASS. REPORT ADOPTED.

MARCH 13, 1951 ON MOTION, ADOPTION OF ADVERSE
COMMITTEE REPORT RECONSIDERED.

.MARCH 14, 1991 ' PRINTING REPORT.

ON MOTION, CONSIDERATION PASSED
UNTIL THE 56TH LEGISLATIVE DAY.

MARCH 15, 1991 ON MOTION, CONSIDERATION PASSED
UNTIL THE 57TH LEGISLATIVE DAY.

MARCH 16, 1991 SECOND READING, DO PASS.
- AYES, 20; NOES, 28. MOTION FAILED.

ON MOTION, INDEFINITELY POSTPONED.

MARCH 18, 1991 ON MOTION, PREVIOUS ACTION
RECONSIDERED.

ON MOTION, REREFERRED TO COMMITTEE
ON TAXATION.

MARCH 27, 1991 COMMITTEE RECOMMEND BILt
: DO PASS AS AMENDED. REPORT ADOPTED.
MARCH 28, 1991 PRINTING REPORT.
APRIL 1, 1991 SECOND READING, DO PASS.
APRIL 2, 1991 ENGROSSING REPORT.

THIRD READING, PASSED.
AYES, 35; NOES, 157

TRANSMITTED TO HOUSE.

IN THE HOUSE
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INTRODUCED AND REFERRED TO COMMITTEE
ON TAXATION.

FIRST READING.

COMMITTEE RECOMMEND BILL BE
CONCURRED IN AS AMENDED. REPORT
ADOPTED.

SECOND READING, CONCURRED IN.

THIRD READING, CONCURRED IN.
AYES, 71; NOES, 29.

RETURNED TO SENATE WITH AMENDMENTS.

IN THE SENATE

RECEIVED FROM HOUSE.

SECOND READING, AMENDMENTS
CONCURRED IN.

THIRD READING, AMENDMENTS
CONCURRED IN.

SENT TO ENROLLING.

REPORTED CORRECTLY ENROLLED.
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1 am,gxm, NO. ﬂ/b 1 from ground water, by way of an open loop, for the purpose

2 INTRCDUCED BY * o 2 of heating or cocling a residential building.

3 3 t44(5) “Passive solar system" means a direct thermal
4 A BILL FOR AN ACT ENTITLED: “AN ACT ALLOWING A TAX CREDIT 4 energy system that uses the structure of a building and its
5 FOR THE INSTALLATION OF A GEOTHERMAL SYSTEM; AMENDING 5 operable components to provide heating or cooling during the
6 SECTION 15-32-102, MCA; AKD PROVIDING AN IMMEDIATE EFFECTIVE 6 appropriate times of the year by using the climate resources
7 DATE AND A RETROACTIVE APPLICABILITY DATE." 7 available at the site. It includes only those portions and
8 8 compocnents of a building that are expressly designed and
9 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 9 required for the cellection, storage, and distribution of
10 Section 1. section 15-32-102, MCA, is amended to read: 10 solar emergy and that are not standard components of a
11 “15-32-102. Definitions. As wused in this part, the i1 conventional building.

12 following definitions apply: 12 t5¥(6) “Low emission wood or biomass combustion device®
13 {1) "Building” means a single or multiple dwelling, 13 means a stove or furnace or a catalytic converter added to a
14 including a mobile home, or a building used for commercial, 14 stove or furnace which burns wood or other nonfossil bicmass
15 industrial, or agricultural purposes, which is enclosed with 13 and which has an emission rate of less than 6 grams per hour
16 walls and a rOOE. 16 when tested in conformance with the standard method for
17 (2) “Capital investment® means any material or 17 measuring the emissions and efficiencies of residential wood
18 equipment purchased and installed in a building or land with 18 stoves as adopted by the department of health and
19 or without improvements. 19 environmental sciences pursuant to 15-32-203.

20 {3) "Energy conservation purpose" means cne or more of 20 t63(7) “Recognized nonfossil forms of energy
21 the following results of an investment: reducing the waste 21 generation” means:

22 or dissipation of energy or reducing the amount of energy 22 (a) a system for <the utilization of solar energy
23 required to accomplish a given quantity of work. : 23 including passive solar systems, wind, solid wastes, or the
24 (4) "Geothermal system" means a system that transfers 24 decomposition of orgarnic wastes for capturing energy or
25 energy either from the ground, by way of a closed loop, or 25 converting energy sources into usable sources;

—2- INTRODUCED BILL
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{b) a system for the production cof electric power from
solid wood wastes;

(c) a low-emission wood or biomass combustion device:
cr

{d} a small system for the utilization of water power
by means of an impoundment not over 20 acres in surface
area."

NEW SECTION. Section 2. cCredit for geothermal system
-~ to whom available -- eligible costs. {1) A resident
individual taxpayer who completes installation of a
geothermal system, as defined in 15-32-102, in the
taxpayer's principal dwelling is entitled to claim a tax
credit in an amount equal to 70% of the installation costs
of the system, up to $3,000.

{2) For the purposes of this section, installation
costs include the cost of:

(a) trenching, well drilling, casing, and downhcle heat
exchangers;

(b) piping, control devices, and pumps that move heat
from the earth toc heat or cool the building;

{c) ground source or ground cpupled heat pumps;

(d) ligquid-to-air heat exchanger, ductwork, and fans
installed with a ground heat well that pump heat from a well
into a building; and

{e} design and labor.
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NEW SECTION. Section 3. Taxable years in which credit
may be claimed -— carryover. The tax credit allowed under
[section 2] is deductible from the taxpayer's income tax
liability for the taxable year in which the geothermal
system was acquired by the taxpayer. If the amount of the
tax credit exceeds the taxpayer's income tax liability for
the taxable year, the amount that exceeds the tax liability
may be carried aver for deduction from the taxpayer's income
tax liability in the next succeeding taxable year or years
until the total amount of the tax credit has been deducted
from tax liability. A tax credit may not be carried over for
deduction after the <fifth taxable year Succeeding the
taxable year in which the energy system was acguired.

NEW SECTION. Section 4. cCodification instruction.
[Sections 2 and 3] are intended to be codified as an
integral part of Title 15, chapter 32, part 1, and the
provisions of Title 15, chapter 32, part 1, apply to
[sections 2 and 3}.

NEW SECTION. Section B. Effective date -- retroactive
applicability. {This act}] is effective on passage and
approval and applies retroactively, within the meaning of
1-2-109, to taxable years beginning after December 31, 1950.

~End-



STATE OF MONTANA - FISCAL NOTE
Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Hote for 5BD416, as introduced.

DESCRIPTION OF PROPOSED LEGISLATION:

An act allowing a tax credit for the installation of a geothermal system; and providing an immediate effective date and a
retroactive applicability date.

FISCAL IMPACT:
Expenditures:

There is no impact on department administrative expenses.

Revenues:

The bill provides for a tax credit of up to $3,000 for installation of geothermal systems in residential property. The

number of properties with the ability to install geothermal systems 1s not known, but is assumed to be small resulting in a
small impact on total revenues.

Q w =212/ e %%: 2,2/ /5

ROD SUNDSTED, BUDGET DIRECTOR DATE BOB WILLTIAMS, PRIMARY SPONSOR DATE '
Office of Budget and Program Plamning

Fiscal Note for SB0O4l6, as_introduced 56 4\“



STATE OF MONTANA - FISCAL NOTE
Form BD-15
-In compliance with a written request, there is hereby submitted a Fiscal Note for SBO416, as introduced, revised.

DESGRIPTION OF PROPOSED LEGISIATION:

An act allowing a tax credit for the installation of a geothermal system; and providing an immediate effective date and a
retroactive applicability date.

FISCAL IMPACT:

Expenditures;

There is no impact on department administrative expenses.

Revenues:

The bill provides for a tax credit of up to $3,000 for installation of geothermal systems in residential property. At least
50 of these "geothermal systems” have been installed in the state in the last year and a half. The average cost ranges from
$6,500 to $8,000, which includes the equipment and installation to the duct work in the building. The fiscal impact of the
proposal cannot be estimated, although the proposed credit may induce more individuals to install this type of heating

system. If 100 taxpayers claimed the credit of $3,000, the impact to the general fund would be $300,000 over the proposed
five year carryover period.

)0 ez . .
»‘/Q;?"x\Am.éﬁféf---f'&@“7/ Jr 25
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ROD SUNDSTED, BUDGET DIRECTOR DATE BOB WILLIAMS, PRIMARY SPONSOR DATE”

Office of Budget and Program Planning

Fiscal Note for SBO416, as introduced, revised 53 %
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TAXATION COMMITTEE
ON MOTION RECONSIDER
ADVERSE COMMITTEE REPORT

BILL NO. “ t'lb

INTRODUCED BY

A BILL FOR AN ACT ENTITLED: "AN ACT ALLOWING A TAX CREDIT
FOR THE INSTALLATION OF A GEOTHERMAL SYSTEM: AMENDING
SECTION 15-~32-102, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE
DATE AND A RETROACTIVE APPLICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Secticn 15-32-102, MCA, is amended to read:
"15-32-102. Definitions. As used in this part, the

following definiticns apply:

{l1) *“Building" means a single or wmultiple dwelling,
including a mobile home, or a building used for commercial,
industrial, or agricultural purposes, which is encleosed with
walls and a roof.

{2) "Capital investment” means any material or
equipment purchased and installed in a building or land with
or without improvements.

(3) "Energy conéervation purpose” means one or more of
the following results of an investment: reducing the waste
or dissipation of energy or reducing the amount of energy
required to accomplish a given guantity of work.

(4) "Geothermal system” means a system that Ltransfers

energy either from the ground, by way of a closed loop, or

.
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from qround water, by way of an open loop, for the purpose

of heating or cooling a residential building.

t4¥(5) "Passive solar system™ means a direct thermal
energy system that uses the structure of a building and its
operable components to provide heating or cooling during the
appropriate times of the year by using the c¢limate resources
available at the site. It includes only those portions and
components of a building that are expressly designed and
required for the collection, storage, and distribution of
solar energy and that are not standard components of a
caonventional building.

t5¥(6) "Low emission wood or biomass combustion device"
means 4 stove or furnace or a catalytic converter added to a
stove or furnace which burns wood or other nonfossil biomass
and which has an emission rate of less than 6 grams per hour
when tested in conformance with the standard method for
measuring the emissions and efficlencies of residential wood
stoves as adopted by the department of health and
environmental sciences pursuant to 15-32-203.

t6¥(7) "Recognized nonfossil forms of energy
generation" means:

ta) a éystem for the utilization of solar energy
including passive solar systems, wind, solid wastes, or the
decomposition of organic wastes for capturing energy or

converting energy sources into usable sources;
SECOND READING

sBYn
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{b} a system for the production of electric power from
so0lid wood wastes;

{c) a low-emiasion wood or biomass combustion device;
or

{d) a small system for the utilization of water power
by means of an impoundment not ower 20 acres in surface
area."

NEW SECTION. Section 2. Credit for geothermal system
-- to whom available -- eligible costs. (1) A resident
individual taxpayer who completes installation of a
geothermal system, as defined in 15-32-102, 1in the
taxpayer's principal dwelling is entitled to claim a tax
credit in an amount equal to 70% of the installation costs
of the system, up to $3,000.

{2) For the purposes of this section, installation
costs include the cost of:

{a} trenching, well drilling, casing, and downhole heat
exchangers;

(b) piping, control devices, and pumps that move heat
from the earth to heat or cool the building;

(c} ground source or ground coupled heat pumps;

{d) liquid-to-air heat exchanger, ductwork, and fans
installed with a ground heat well that pump heat from a well
into a building; and

(e) design and labor,
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NEW SECTION. Section 3. Taxable years in which credit
may be claimed —— carryover. The tax credit allowed under
[section 2] is deductible from the taxpayer's income tax
liability for the taxable year in which the geothermal
system was acquired by the taxpayer. If the amount of the
tax credit exceeds the taxpayer's income tax liability Ffor
the taxable year, the amount that exceeds the tax liability
may be carried over for deducticn from the taxpayer's income
tax liability in the next succeeding taxable year or years
until the total amount of the tax credit has been deducted
from tax liability. A tax credit may not be carried over for
deduction after the fifth taxable year succeeding the
taxable year in which the energy system was acquired.

NEW SECTION. Section 4. codification instruction.
[Sections 2 and 3] are intended to be codified as an
integral part of Title 15, <chapter 32, part 1, and the
provisions of Title 15, chapter 32, part 1, apply to
[sections 2 and 3].

NEW SECTION. Section 5. Effective date —- retroactive
applicability. ([This act]l is effective on passage and
approval and applies retroactively, within the meaning of
1-2-109, to taxable years beginning after December 31, 199C.

-End-



-

52nd Legislature RE-REFERRED AND SB 0416/02

(L SV VS

c o =~ o

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

APPROVED BY COMMITTEE
ON TAXATION

AS AMENDED
SENATE BILL NO. 416

INTRCDUCED BY WILLIAMS, H. HANSON

A BILL FOR AN ACT ENTITLED: “AN ACT ALLOWING A TAX CREDIT
FOR THE INSTALLATION OF A GEOTBERMAL SYSTEM; AMENDING
SECTION 15-32-102, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE
DATE AND A RETROACTIVE APPLICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. section 15-32-102, MCA, is amended to read:
®*15-32-102. Definitions. As wused in this part, the

following definitions apply:

{1) "Building® means a single or multiple dwelling,
including a mobile home, or a building used for commercial,
industrial, or agricultural purposes, which is enclosed with
walls and a roof.

(2) “Capital investment" means any material or
equipment purchased and installed in a building or land with
or withocut improvements.

(3) "Energy conservation purpose” means one or more of
the following results ©f an investment: reducing the waste
or dissipation of energy or reducing the amoﬁnt of energy
required to accomplish a given quantity of work.

(4) “Geothermal system" means a system that transfers

energy either from the ground, by way of a closed locp, or
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from ground water, bv way of an cpen locp, for the purpose

of heating or coecling a residential building.

t4+({S5) “Passive scolar system” means a direct thermal
energy system that uses the structure of a building and its
operable components to provide heating or cooling during the
appropriate times of the year by using the climate resocurces
available at the site. It includes only thcose porticns and
components of a building that are expressly designed and
required for the collection, storage, and distribution cof
solar energy and that are not standard components of a
conventional building.

t5¥(6) "Low emission wood or biomass combustion device"
means a stove or furnace or a catalytic converter added to a
stove or furnace which burns wood aor other nonfossil biomass
and which has an emission rate of less than 6 grams per hour
when tested in conformance with the standard method for
measuring the emissicons and efficiencies cof residential wood
stoves as adopted by the department of health and
environmental sciences pursuant to 15-32-203.

t6¥{7) "Recognized nonfossil forms of energy
generation" means:

(a) a system for the utilization of sglar energy
including passive solar systems, wind, solid wastes, or the
decomposition of organic wastes £for capturing energy or

converting energy sources into usable sources;

-2- SB 41é
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{b}.. a-system For- the production of electric power ELrom
solid wood wastes;

(e} & low-emisgion wood or bicmass combustion device;
or

(d) " a small system For the utillzation of watet power
by means of ah impoundment not over 20 acres in surface
area,"

BEW SECTION., Section 2. credit fot geothermal system
-~ to whom available -- eligible costs -- LIMITATIONS. (1) A
residernt individual taxpayer who completes installation of a
geothermal  system, a5 defined in 15-32-102, in the
taxpayée'8-pfincipal -dwélling is entltled to claim a tax

credit Fm-amcameunc-equai-to~70% AGATHET PHE TAXPAVER'S TAX

LIABILITY UNDER CHBAPTER 30 FOR A PORTION of the installation

costs of the systen, bp to 93,868 $400. THE CREDIT MAY NOT

EXCEED: THE TAXPAYER'S INCOME TAY LIABILITY POR 'THE PAXAHLE
YERR,

{2) PFor the pufposes of this sgedtion, installation
costs include the cost of:

(a) trenching, well driliing, wasing,; and downhole heat
exchangers;

(b) piping, control devices, and pumps that mgve heat
from the earth to heat or cool the buildingy

{c) ground source or ground coupled g;ét pumés:

(d} liquid-to-air heat exchanger, ductwork, and fans

-3~ SB 416
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installed with a ground heat well that pump heat from a well
into a building; and
(e) design and labor.

{3) THERE IS NO CARRYBACK OR CARRYFOHWARD OF THE CREDIT

PERMITTED UNDER THIS SECTION, AND THE CREDIT MUST BE APPLIED

IN THE ¥YEAR THE INSTALLATION COSTS ARE INCURRED.

NEW-SECPION-~-Seecrton-3:——Faxable—-vears-in-which-credit
may-be-ciaimed----garryovert Fhe-tax--eredit--atriowed--under
fsection--2}--ts-~deductibte~~Erom-che-taxpayeris-income-tax
tirabittey-for-che--caxabie--year—--in--which--the--gesathermat
systam——was-waéquired-~by-bhe—taxpayer:*if—the—amount—af—the
tax*credit*exceeés—ehe~taxpayer*swineeme-tax--iiabiiiby-—éer
the-—taxabie-yeary-the-amount-that-exceeds-the—tax-itiabitity
may-be-eaerieé-ever-for-deductian—from—the-taxpayer*s—incege
tax—iiabiiity-in—ehe-nexe—succeeding—taxabie—year——or--gears
untii-—the-—~toeat-amount-of-the-tarx-eredit-han-pean~-deducted
from—tax-tiabiiity--A-tax-credit-may-not-be-carried-over—for
deduction——after--the--fifth-~taxabie--year--succeeding-—the
taxabie-7ear-in—which-the—enefgy-s?stem-qu—acquiredr

NEW SECTION. Section 3. cCodification instruction.
[Sections SECTION 2 and-3] are IS intended to be codified as
an integral part of Title 15, chapter 32, part 1, and the
provisions of fTitle 15, chapter 32, part 1, apply to

{meseions SECTION 2 and-3}.

NEW SECTION. Section 4. Effective date —— retroactive

—4- SB 416
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applicability. |[This act] is effective on passage and
approval and applies retroactively, within the meaning of
1-2-109, to taxable years beginning after December 31, 1990.

-End-

—5-— SB 416
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SENATE BILL NO. 416

INTRODUCED BY WILLIAMS, H. HANSON

A BILL FOR AN ACT ENTITLED: "AN ACT ALLOWING A TAX CREDIT
FOR THE INSTALLATION OF A GEOTHERMAL SYSTEM; AMENDING
SECTION 15-32-102, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE
DATE AND A RETROACTIVE APPLICABILITY DATE.;

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. section 15-32-102, MCA, is amended to read:
*15-32-102., Definitions. _As used in this part, the

foliowing definitions apply:

(1) "Building® means a single or multiple dwelling,
including a mobile home, or a building used for commercial,
indusatrial, or agricultural purposes, which is enclosed with
walls and a roof.

(2) “Capital investment" means any material or
equipment purchased and installed in a building or land with
or without improvements,

(3) "Energy conservation purpose® means one or more of
the following results of an investment: reducing the waste
or dissipation of energy or reducing the amoﬁnt of energy
required tc accomplish a given guantity of work.

(4} "Geothermal system" means a system that transfers

energy either from the ground, by way of a closed loop, or
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from ground water, by way of an open loop, for the purpose

of heating or cooling a residential building,

+43(5) "Passive solar system™ means a direct thermal
energy system that uses the structure of a building and 1its
operable components to provide heating or cooling during the
appropriate times of the year by using the climate resources
available at the site. It includes only those portions and
components of a building that are expressly designed and
required for the collection, storage, and distribution of
solar energy and that are not standard components of a
conventional building.

t5¥({6) "Low emission wood or biomass combustion device®
means a stove or furnace or a catalytic converter added to a
stove or furnace which burns wood or other nonfossil biomass
and which has an emission rate of less than 6 grams per hour
when tested in conformance with the standard method for
measuring the emissions and efficiencies of residential wood
stoves as adopted by the department of health and
environmental sciences pursuant to 15-32-203.

€63{7} "Recognized

generation™ means:

nonfossil forms of enerqy

(a) a system for the utilization of solar enezrgy
including passive solar systems, wind, solid wastes, or the
decomposition of organic wastes for capturing energy or

converting energy sources into usable sources;

—2- SB 416
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(b) a aystem for the production of electric power from
30lid wood wastes;

(c} a low-emission wood or biomass combustion device;
or

(d} a small system for the utilization of water power
by means of an impoundment not over 20 acres in surface
area."

HEW SECTION. Section 2. Credit for geothermal system
== to whom available -- eligible costs ~-- LIMITATIONS. (1) A
resident individual taxpayer who completes inatallation of a
geothermal system, as defined in 15-32-102, in the
taxpayer's principal dwelling is entitled to claim a tax
credit in-an-ameunt-equai-to-376% AGAINST TEE TAXPAYER'S TAX

LIABILITY UNDER CEAPTER 30 FOR A PORTION of the installation

costs of the system, up to 937088 $400. THE CREDIT MAY NOT

EXCEED THE TAXPAYER'S INCOME TAX LIABILITY FOR THE TAXABLE
YEAR,

{2) Por the purposes of this section, installation

coats include the cost of:

{(a) trenching, well drilling, casing, and downhole heat .

exchangers;

t(b) piping, control devices, and pumps that move heat
from the sarth to heat or cool the building;
(c) ground scurce or ground ccupled heat pumps;

{d) liguid-to-air heat exchanger, ductwork, and Ffans

-3- 8B 416
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installed with a ground heat well that pump heat from a well
into a building; and

(e) design and labor,

(3) THERE IS NO CARRYBACK OR CARRYFORWARD OF THE CREDIT

PERMITTED UNDER THIS SECTION, AND THE CREDIT MUST BE APPLIED

IN THE YEAR THE INSTALLATIOR COSTS ARE INCURRED.

NEW-GBEPION:—-Section-3r-—Paxable—-years-in-which-credit
may-be-ciaimed--——carryoverr The-tax--credit—-atiowed-—under
fsection--2}--is—-deductibie--from-che-canpayeris—-income—tax
tiabitity—for-the--taxsbie--year—--in--which--the--geothermal
syatem—--was--acquired--by-the—-taxpayerr-if-the-amount-of-the
tax-credit-exceeds—the-taxpayeria-income-cax—-tiabitity--for
the--taxable-years-the-ameunt-that-exceedn-the-tax—iiabitity
may-be-—carried-over-for-deduction—-£rem—the-taxpayaria—income
tax-iitabitity-in-the-next-sueceeding-taxabie-year--or--yanra
untii--the-——-tatat-amonnt-of-the—taz-credit-has—been—dedueted
from-tax-tiabitityz-A-kax-credit-may-nat-be-carrisd-aver-for
deduction——after--the--£fifeh-—taxablie--year--succeeding--the

taxable~year-in-which-the-energy-system-wvas—acquireds

NEW SECTION, $Section 3. codification instruction.
{Sections SECTIGN 2 and-3] are IS intended to be codified as
an integral part of Title 15, chapter 32, part 1, and the
provisions of Title 15, chapter 32, part 1, apply to
[seetionas SECTION 2 and-3).

NEW SECTION. Section 4. gffective date —— retroactive

-4 8B 416
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1 applicability. [This act] 1is effective on passage and

2 approval and applies retroactively, within the meaning of
3 1-2-109, to taxable years beginning after December 31, 1950.
~End-

-5- SB 416



HOUSE STANDING COMMITTEE REPORT

April 12, 1991
Page 1 of 1

Mr. Speaker: We, the committee on Taxation report that Senate
Bill 416 (third reading copy -- blue) be concurred in as

Signed: /%f/

" Dan Hafringtoy/ Chairman

amended .

Carried by: Rep. H.S. Hanson

And, that such amendments read:

1. Page 3, line 13,

Following: "364"

Insert: ", as provided in subsection (3),"

2. Page 3, line 15.
Strike: "$400"
Insert: "$250 per year for 4 years"

3. Page 3, line 17.
Following: "YEAR"
Insert: "in which the credit is claimed"

4, Page 4, line 4.

Following: "(3)}"

Insert: "The tax credit allowed under this section is deductible
from the taxpayer's income tax liability for the taxable
year in which the installation costs were incurred and for
the next 3 taxable years succeeding the taxable year in
which the installation costs were incurred."

5. Page 4, lines 5 and 6.
Strike: ", AND" on line 5 through "INCURRED" on line 6
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SB 0416/03

SENATE BILL NO. 416

INTRODUCED BY WILLTAMS, H. HANSON

A BILL FOR AN ACT ENTITLED: “AN ACT ALLOWING A TAX CREDIT
FOR THE INSTALLATION OF A GEOTHERMAL SYSTEM; AMENDING
SECTION 15-32-102, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE

DATE AND A RETROACTIVE APPLICABILITY DATE."®

BE IT ENACTED BY THE LEGISLATURE OF TEE STATE OF MONTANA:
Section 1. section 15-32-102, MCA, is amended to read:
*15-32-102. Definitiond. As used in this part, the

following definitions apply:

{1) "Building"™ means a single or multiple dJdwelling,
including a mobile home, or a building used for commercial,
industrial, or agricultural purposes, which is enclosed with
walls and a roof.

(2) "Capital investment"” means any material or
equipment purchased and installed in a building or land with
or without improvements.

{3) "“Energy conservation purpose" means one or more of
g

the following results of an investment: reducing the waste

or dissipation of energy or reducing the amount of energy
required to accomplish a given quantity of work.

{4 "Geothermal system" means a system that transfers
Y Y

energy either from the ground, by way of a closed leop, or
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from ground water, by way of an open lcop, for the purpose

of heating or cooling a residential building.

t4¥(5) "Passive solar system" means a direct thermal
energy system that uses the structure of a building and its
operable components to provide heating or cooling during the
appropriate times of the year by using the climate resources
available at the site, It includes only those portions and
components of a building that are expressly designed and
required for the collection, storage, and distribution of
solar energy and that are not standard components of a
conventional building.

+5¥(6) "Low emission wood or biomass combustion device"
means a stove or furnace or a catalytic converter added to a
stove or furnace which burns wood or other nonfossil biomass
and which has an emission rate of less than 6 grams per hour
when tested in conformance with the standard method for
measuring the emissions and efficiencies of residential wood
stoves as adopted by the department of health and
environmental sciences pursuant te 15-32-203,

t6¥(7) "Recognized nonfosgil foarms of energy
generation" means:

{a} a system for the utilization of soclar energy
including passive solar systems, wind, solid wastes, or the
decompesition of organic wastes Cfor capturing energy or

converting energy sources into usable sources;
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(b} a system for the production of electric power from

solid wood wastes:

{c} a low-emission wood or biomass combustion device;

(d) a small system for the utilization of water power
by means of an impoundment not over 20 acres in surface
area.”

NEW SECTION. $Section 2. Credit for geothermal system
-- to whom available —- eligible costs -- LIMITATIONS., (1) A
resident individual taxpaver who completes installation of a
geothermal system, as defined in 15-32-102, in the
taxpayer's principal dwelling is entitled to c¢laim a tax

credit in-an-amount-equai-teo-78%, AS PROVIDED IN SUBSECTION

{3), AGAINST THE TAXPAYER'S TAX LIABILITY UNDER CHAPTER 30

FOR A PORTION of the installation costs of the system, up to

$37008 5408 5250 PER YEAR FOR 4 YEARS, THE CREDIT MAY NOT

EXCEED THE TAXPAYER'S INCOME TAX LIABILITY FOR THE TAXABLE

YEAR IN WHICH THE CREDIT 1S CLAIMED.

(2) For the purposes of this section, installation
costs include the cost of:

{a) trenching, well drilling, casing, and downhole heat
exchangers;

(b) piping, control devices, and pumps that move heat
from the earth to heat or cool the building;

{(c) ground source or ground coupled heat pumps;
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(d) liquid-to-air heat exchanger, ductwork, and fans
installed with a ground heat well that pump heat from a well
into a building; and

{e) design and labor.

{3) TBE TAX CREDIT ALLOWED UNDER THIS SECTION IS

DEDUCTIBLE FROM THE TAXPAYER'S INCOME TAX LIABILITY FOR THE

TAXABLE YEAR IN WHICH THE INSTALLATION COSTS WERE INCURRED

AND FOR THE NEXT 3 TAXABLE YEARS SUCCEEDING THE TAXABLE YEAR

IN WHICH THE INSTALLATION COSTS WERE INCURRED, THERE IS NO

CARRYBACK OR CARRYFORWARD OF THE CREDIT PERMITTED UNDER THIS

SECTIONy;--ANB--FHE--EREB¥¥--MESP--BE-APPEIED-IN-PHE-¥BAR-F¥HE

EINSTALBATION-COSES-ARE_INEURRED.

NEW-SBETION:—-Sectiton-3---FPaxabie-years—in-which--credit
may-—be--ciaimed-—-—-- carryovers Fhe-tax—-credit-atiewed-under
taeetien-21-is-deductibie-from--the-—taxpayeriz-—income—-tax
tiabitity--for--the—-taxabie--year—~in--which-the-gecthermal
systenm-was-acquired-by-the-taxpayer-—-ff-the--amount-—-of--the
tax--eredit-—exceeds-the-taxpayeris-income-tax-tiabitity-for
the-taxabie-year;—the-amount-that-exceeds-the-tax--tiabiiity
may-be-carried-over-for-deduction-from~-the-taxpayeris-income
tax--titabtiity-—itn-the-next-sueceeding-taxabte-year—-or-years
untii-the-tetat-amount-of-the-tax-credit-has--been--deducted
frem—tax—iiabitieys-A-tax-credit-may-not-be-carried-aver-for
deduetion——after-—the——fifth--taxabie--year--succeeding--the

taxabie-yeap-in-whith-the-energy-system-was-acquireds

e SB 416



SB 0416/03

NEW SECTION. Section 3. codification instruction.
[Seetitens SECTICON 2 amd-3) are IS intended to be codified as
an integral part of Title 15, chapter 32, part 1, and the
provisions of Title 15, chapter 32, part 1, apply to
[aections SECTION 2 ard-3].

NEW SECTION. Section 4 Effective date —- retroactive
applicability. [This act] is effective on passage and
approval and applies retroactively, within the meaning of
1-2-109, to taxable years beginning after December 31, 1990.

-End-
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