
SENATE BILL NO. 416 

INTRODUCED BY WILLIAMS, H. HANSON 

IN THE SENATE 

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

MARCH 12, 1991 

MARCH 13, 1991 

. MARCH 14, 1991 

MARCH 15, 1991 

MARCH 16, 1991 

MARCH 18, 1991 

MARCH 27, 1991 

MARCH 28, 1991 

APRIL 1, 1991 

APRIL 2, 1991 

FIRST READING. 

COMMITTEE RECOMMEND BILL 
DO NOT PASS. REPORT ADOPTED. 

ON MOTION, ADOPTION OF ADVERSE 
COMMITTEE REPORT RECONSIDERED. 

PRINTING REPORT . 

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

ON MOTION, CONSIDERATION PASSED 
UNTIL THE 57TH LEGISLATIVE DAY, 

SECOND READING, DO PASS. 
AYES, 20; NOES, 28. MOTION FAILED. 

ON MOTION, INDEFINITELY POSTPONED, 

ON MOTION, PREVIOUS ACTION 
RECONSIDERED. 

ON MOTION, REREFERRED TO COMMITTEE 
ON TAXATION. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

PRINTING REPORT. 

SECOND READING, DO PASS. 

ENGROSSING REPORT. 

THIRD READING, PASSED. 
AYES, 35; NOES, 15. 

TRANSMITTED TO HOUSE. 

IN THE HOUSE 



APRIL 2, 1991 

APRIL 13, 1991 

APRIL 16, 1991 

APRIL 17, 1991 

APRIL 18, 1991 

APRIL 19, 1991 

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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INTRODUCED BY lz1t::IJ/iTL,BILL NO. J./11, 
;,: ,,,.. 1\s \l:s: a ,.,,..,.. 

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 

following definitions apply: 

(1) "Building 11 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 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 amount 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 loop, or 
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LC 1395/01 

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

of heating or cooling a residential building. 

t4t~ "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. 

t5tl§l_ "Low emission wood or biomass combust.ion 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. 

t6tfil "Recognized nonfossil forms of energy 

generation" means: 

(a) a system for the utilization of solar energy 

including passive solar systems, wind, solid wastes, or the 

decomposition of orga~ic wastes for captLlring energy or 

converting energy sources into usable sources; 

-2- INTRODUCED BILL 
s64I~ 
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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; 

or 

{d) a small system for the utilization of water power 

by means of an impoundrnent not over 20 acres in surface 

area." 

NEW SECTION. Section 2. Credit Eor geothermal system 

to whom available -- eligible costs. {l) 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 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 c?upled heat pumps; 

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

installed with a ground heat well that pump heat from a well 

24 into a building; and 

25 (eJ 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 over 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 acquired. 

NEW SECTION. Section 4. CodiEication 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. 

applicability .. (This act] 

Effective date -- retroactive 

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-

-4-



STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for 5B0416, as introd~ced. 

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 is not known, but is assumed to be small resulting in a 
small impact on total revenues. 

fa 2:-2,1-r; 
ROD SUNDSTED, BUDGET DIRECTOR DATE 

~~ 
BOB WILLIAMS, PRIMARY SPONSOR 
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DATE 

Office of Budget and Program Planning 
Fisc.il Note for SB0416. as introduced cse, 4\(o 



STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

.In compliance with a written request, there is hereby submitted a Fiscal Note for SB0416, as introduced. revised. 

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. 

RE:lvenues: 

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. 
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TAXATION COMMITTEE 

1 

ON MOTION RECONSIDER 
ADVERSE COMMITTEE REPORT 

2 INTRODUCED BY 

~~BILL NO.~ 
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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; ANO PROVIDING AN IMMEDIATE EFFECTIVE 

DATE ANO 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: 

•15-12-102. Definitions. As used 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. 

(2J "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 amount 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 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. 

f4till_ "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 ~he site. It includes only those portions and 

components of a building that are expressly designed i~nd 

required for the collection, storage, and distribution of 

solar energy and that are not standard components of a 

conventional building. 

tSti!l "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 

environmental sciences pursuant to 15-32-203. 

t6tffi "Recognized 

generation" means: 

nonfossil forms 

health and 

of energy 

(a) a system foe the utili2ation 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; 

-2- SECOND READING 

s6 4/t. 
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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; 

or 

(d) a small system for the utilization of water power 

by means of an impoundment not ovet 20 acres in surface 

area.• 

NEW SECTION. Section 2. Credit for geothermal system 

to whoa available -- eligible costs. (1) A resident 

individual taxpayer who completes installation of a 

geothec-mal 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 701 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-a.ir heat exchanger, ductwork, and fans 

installed with a ground heat well that pump heat from a well 

24 into a building; and 

25 (e) design and labor. 
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NEW SECTION. Section 3. Tazabl@ years in which credit 

may be claiaed -- 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 over 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 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 

applicabilitya (This actl 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-

-4-
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AS Al£NDED 

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 

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) 11 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 amount of energy 

required to accomplish a given quantity of work. 

(4) 11 Geothermal system" means a system that transfers 

energy either from the ground, by way of a closed loop, or 
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SB 0416/02 

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

of heating or cooling a residential building. 

t•till "Passive solac- system" means a direct thermal 

ene~gy 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. 

t-5t.1!1.. "I.ow 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 

environmental sciences pursuant to 15-32-203. 

t6tJ.2l "Recognized 

generation" means: 

nonfossil forms 

health and 

of energy 

(a) a system 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; 

-2- SB 416 

SECOND READING 
SECOND PRINTING 
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SB 0416/0J 

tb,)· ~-sy!l-telll· tor, the pt<>ductlort oi' electric power ftoin 

solid ;,cod wa&t..&1 

(c.) a, low-•-eillia.-ion wood or biomass combustion device; 

or 

id) a sl!lall system fc,r the utilization of_ watet power 

by ~earrs of an impoundment not over 20 acres in surface 

area." 

NEW SECTION. Section 2. Credit for geothermal system 

to vhbm available -- eligible costs -- LIMITATIONS. (1) A 

resicierit ifidividUal taxpay'er who completes installation of a 

geothermal s:Y:Stem, as' defined in 15-32-102, in the 

taxpayeP'·*"'Priflcipal ·dwelling is entitled to claim a tax 

credit .,,._.,.,.....-.,,,1,--e"fMi-ec,-~811 AGAI'll!IT THB TAXPAYER'S TAX 

LIABILITY UNDER CHAPTER 30 FOR A PORTION of the installation 

CO$tS of: ttie S:5'Sltl!JII, up to f37888 $,4~0, THE CREDIT MAY NOT 

EXCjtEP THE TAXPAYER'S INCOME- TAK I,IAl!ILI~TY l'Ok' THE TAXASLI!: 

YEM, 

12) Fbr tbe put<poses of this ,ieotian,' installation 

costs include the cost of: 

(a) trench1ng, weLl dr-iHing, oasihg, and downhole heat 

exchangers; 

(b) piping, control devices, and pumps tl:\a,t ~ve beat 

from the ~arth to heat or cool the builQJng, 

(c) ground source or ground coupled.he~~ pi..wiws: 

(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 CARRYFORWARD OF THE CREDIT 

PERMITTED UNDER THIS SECTION, AND THE CREDIT MUST BE APPLIED 

IN THE YEAR THE INSTALLATION COSTS ARE INCURRED, 

NBW-9B€~¼8NT--Seet~eft-3T--~axab¼e--years-in-which-eredit 

may-be-c±aimed----earryoverT ~he-tax--ered¼t--a¼¼ewed--ttnder 

tseetion--%t--±s--de8ttet~h¼e--£rem-the-Caxpayeris-¼neome-tax 

¼¼a8±¼iey-£er-tfte--taxab¼e--year--±n--which--the--geotherma¼ 

system--was--aeqttired--by-the-tax~ayerT-~£-the-amoant-0£-the 

tax-credit-exceeds-the-eaxpayer~9-ineeme-eax--¼¼ab¼½¼ey--!er 

ehe--taxab¼e-year7-the-amoant-tha~-exeeeds-~he-tax-½iab±¼ity 

may-be-earr¼eG-ever-£er-dedttction-£rom-the-taxpayerLs-ineome 

tax-¼iabi¼ity-ift-the-next-~tteeeeding-taxab¼e-year--er--years 

ttftti¼--the--tota¼-amottnt-er-the-eax-ereft~t-hae-been-aedtteeed 

frem-eax-iiabi¼ity♦-A-tax-c~ed¼t-may-net-be-earried-oTer-Eor 

dedaetien--aEter--the--£i£th--taxab¼e--year--s~eeeed±ng--the 

taxab¼e-year-in-wh±eh-the-energy-system-was-aeqtt¼redT 

NE:\ol SECTIO_N~ Section. 3, C:OQHication instruction. 

[Seetiens SECTION 2 ai,d-3] a~e 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 

[seetioi,s SECTION 2 ai,d-3]. 

NEW SECTION. Section 4. Effective date -- retroactive 

-4- SB 416 
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l applicability. [This act} is effective on passage and 

2 approval and applies retroactively, within the meaning of 

3 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 ALLOIIING A TAX CREDIT 

FOR THE INSTALLATION OF A GEOTliERMAL 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 

following definitions apply: 

(1) "Building• means a single or multiple dwelling, 

including a mobile home, or a building used for c011m1ercial, 

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. 

Cl) •Energy conservation 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 quantity 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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fr0111 ground water, by way of an open loop, for the purpose 

of heating or cooling a residential building. 

t4t.ill •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. 

t5till •tow -isaion wood or biomass combustion device• 

means a stove or furnace or a catalytic converter added to a 

stove or furnace wbich 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 

environmental sciances pursuant to 15-32-203. 

t6till "Recognized 

generation• means: 

nonfossil forms 

health and 

of energy 

(a) a systea 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; 

-2- SB 416 
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(b) a aystea for the production of electric power from 

solid 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.• 

NEW SECTION. Section 2. Credit for geotheraal systea 

to wbca available - eligible coats -- LIMITATIONS. (l) A 

resident individual taxpayer who completes installation of a 

geother11al system, as defined in 15-32-102, in the 

taxpayer's principal dwelling is entitled to claim a tax 

credit +s-as-ameast-~a¼-te-181 AGAINST THE TAXPAYER'S TAX 

LIABILITY IJHl>BR CHAPTER 30 FOR A PORTION of the installation 

coats of the systea, up to $aT888 $400. THE CREDIT MAY NOT 

EXCEED THE TAXPAYER'S INCOME TAX LIABILITY FOR THE TAXABLE 

~ 

(2) Por the purposes of this section, installation 

co■ t■ include the cost of, 

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

exchangers; 

(b) piping, control devices, and pumps that move heat 

from the -■rth to heat or cool the building; 

(c) ground source or ground coupled heat pumpsr 

(d) liquid-to-air heat exchanger, ductwork, and fans 
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installed with a ground beat well that pump heat from a -11 

into a building, and 

(e) design and labor. 

( 3) THERE IS HO CARRYIIACI( OR CARRYFORWARD OP THE CREDIT 

PERMITTED UNDER THIS SECTION, AND THE CREDIT MUST BE APPLIED 

IN THE YEAR THE INSTALLATION COSTS ARE IIICtlRRED. 

NBlf-9Be!.'-T--9eetion-aT--~•••b¼e--yea~s-is-wb¼ell-ered¼t 

aey-be-e¼aimed----eerry...,erT 'l'he-tas--ered¼t--e¼¼ewed--aftder 

tseet¼es--~t--+s--ded~et¼l>¼e--frem-tbe-taspeyerLs-¼--t•• 

¼¼ab¼¼¼ty-fer-tbe--ta•ab¼e--yeer--¼n--wb¼eb--the--9eetherma¼ 

syst---•••--•~¼red--by-tbe-taspaye~T-ff-tbe-a-nt-ef-tba 

tes-eredit-e•eeeds-tbe-taspeyerLs-+neeae-tu--¼¼eb¼¼¼ty--fer 

the--tesab¼e-yeary-tbe-■-ast-thet-e•eeeda-tbe-ta•-¼¼ab¼¼¼ty 

mey-be-earr¼ed-eYer-fer-dednet¼es-frem-tbe-tawpeyerLs-ineeae 

tes-¼¼ab¼¼¼ty-is-tbe-se•t-sneeeed¼s9-teseb¼e-yeer--er--yeara 

nst¼¼--the--teta¼-amenst-ef-tbe-taw-ered¼t-bes-bees-dedneted 

frem-tes-¼¼eb¼¼ity~-A-taw-ered¼t-aey-net-be-earr¼ed-e•er-fer 

dednetien--efter--the--fiftb--tawab¼e--yeer--seeeeed¼n9--tbe 

tasab¼e-yeer-in-vb¼ell-tbe-ener9y-syste■-wes-a~iredT 

NEW SECTION,_ Section 3. Cocllfioatlon instruction. 

(Seet¼ens SECTION 2 alld-a) are IS intended to be codified as 

an integral part of Title 15, chapter 32, part l, and the 

provisions of Title 15, chapter 32,, part 1, apply to 

[seetiens SECTIOJI 2 and-3). 

NEW SEC_'!'ION. Section 4. EffectiYe date -- retroactive 

-4- S8 416 
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1 applicability. [This act) is effective on passage and 

2 approval and applies retroactively, within the meaning of 

3 1-2-109, to tazable years beginning after December 31, 1990. 

-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 

amended. 

Signed : L':f?t:'t':,.c? ~ 

Carried by: Rep. H.S. Hanson 

And, that such amendments read: 
1. Page 3, line 13. 
Following: "-=H>-%" 
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 

HOUSE 
~t?)-4\lg 

781524SC.Hpd 
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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 

following definitions apply: 

(1) RBuilding• 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 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 amount 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 loop, or 

~ ... _ ....... c....,,, 
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from ground water, by way of an open loop, for the purpose 

of heating or cooling a residential building. 

t•t..ill "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. 

t5till "Low emission wood or biomass combustion device 11 

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 

environmental sciences pursuant to 15-32-203. 

t6till "Recognized 

generation" means: 

nonfossil farms 

health and 

of energy 

(a) a system for the utilization of solar energy 

including passive solar systems, wind, solid wastes, or the 

decomposition of organic wastes for captt1r1ng energy or 

converting energy sources into usable sources; 

-2- SB 416 

REFERENCE BILL 
l\.S l\.1£NDED 



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0416/03 

(b) a system for the production of electric power from 

solid 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. 11 

NEW SECTION. Section 2. Credit for geothermal system 

to whom available -- eligible costs -- LIMITATIONS. (1) A 

resident individual taxpayer who completes installation of a 

geothermal system, as defined in 15-32-102, in the 

taxpayer 1 s principal dwelling is entitled to claim a tax 

credit ±n-an-amettn~-eqtta±-ce-~e,, AS PROVIDED IN SUBSECTION 

1fu AGAINST TBE TAXPAYER'S TAX LIABILITY UNDER CHAPTER 30 

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

$37888 $489 $250 PER YEAR FOR 4 YEARS. THE CREDIT MAY NOT 

EXCEED THE TAXPAYER'S INCOME TAX LIABILITY FOR TBE TAXABLE 

YEAR IN WHICH THE CREDIT IS 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. 

ill 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. THERE IS NO 

CARRYBACK OR CARRYFORWARD OF THE CREDIT PERMITTED UNDER THIS 

SECTION,--ANB--THB--€RBBfT--MBST--BB-APPbfBB-fN-THB-¥BAR-THB 

fNSTAbbATf8N-€8STS-ARB-fN€BRRBB, 

NBW-SBe~¼8No--Seee¼eft-3o--~axab¼e-years-in-whieft--eredit 

may--be--e¼a¼med-----earryovero ~he-tax-eredit-allewed-ander 

feeetien-~i-t9-ded~etib¼e-frell'l--the--taxpayeris--ineome--tax 

¼iabiliey--£or--the--taxabie--year--in--whieh-efte-geothermal 

system-vae-aeq~ired-by-the-taxpayer.-f£-the--am~ttnt--e£--the 

tax--eredit--e~eeeds-the-taxpayer~s-ineeme-tax-¼iabi¼iey-rer 

ehe-tazab¼e-year7-tfte-amottnt-that-exeeeds-the-tax--¼iabi¼ity 

m.ey-be-earr¼ed-e•er-£or-dedttetien-£rem-the-taxpayeris-ineeme 

tax--¼iabi¼ity--in-the-next-stteeeedin~-taxab¼e-year-or-years 

ttnti¼-ehe-teta¼-amottnt-e£-the-tax-eredit-hae--been--dedtteted 

£rem-taz-¼iab¼¼¼ty.-A-tax-eredit-ma:y-net-be-earr¼ed-e•er-£or 

dedtte~+en--after--~he--fi£th--taxab¼e--year--stteeeeding--the 

taxab¼e-year-¼n-whieh-~he-energy-eystem-was-aeqtt¼redo 
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1 NEW SECTION. Section 3. Codification instruction. 

2 {Seet¼ens SECTION 2 and-3] are IS intended to be codified as 

3 an integral pact of Title 15, chapter 32, part 1, and the 

4 provisions of Title 15, chapter 32, part l, apply to 

5 (seetiens SECTION 2 and-3]. 

6 NEW SECTION. Section 4. Effective date -- retroactive 

7 app1icability. [This act] is effective on passage and 

8 approval and applies retroactively, within the meaning of 

9 1-2-109, to taxable years beginning after December 31, 1990. 

-End-

-5- SB 416 




