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HOUSE BILL 884 

IN THE HOUSE 

Introduced and referred to 
Committee on Taxation. 

Committee recommend bill, as 
amended. 

Printed and placed on members' 
desks. 

Second reading, as amended. 

Considered correctly engrossed. 

Third reading, passed. 

IN THE SENATE 

Introduced and referred to 
Committee on Taxation. 

Died in Committee. 
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~ ~FOR A~ ACT ENTITLED: •AN ACT TO B KNOWN AS. THE 

·~ONTANA ENERGY CONSERVATION ACT'> PROVIDING TAX INCENTIVES 

AND PENALTIES FUR RENE'IIABLE ENERGY SYSTEMS AND ENERGY 

';;f~~ CONSERVATION PRACTICES; AND REPEALING SECTIONS 15-32-1019 

~~. ~ 15-32-102, 15-32-104 THROUGH 15-32-1069 15-32-lOSo AND 

~ 15-32-201 THROUGH 15-32-203, MCA; PROVIDING AN EFFECTIVE 

~,..,). DATE.• 

' W<rv'J ~~ 
12 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF nONTANA: 

13 

14 

15 

16 

11 

lfl 

19 

20 

21 

22 

23 

24 

.25 

Section 1. Legislative findings. The legislature finds 

that the state faces proble•s in the conversion, useo and 

conservation of energy. The legislature SIIHIS a 

responsibility to its citizens to insure adequate supplies 

of energy needed to provide jobs and a sound econa.y. Since 

auch of our future is dependent upon adequate energy9 it is 

necessary to enact an energy policy that wi11: 

(11 provide needed eneryy to encourage and assist 

li~ht and s~condary industries to locate in ~ontana; 

(21 develop a progra• of tax incentives to encourage 

the prevention of energy waste and the develop-ant of 

alternative energy; 

(31 desiyn progra•s to eliainate waste. as it is the 

LC 0834/01. 

1 •ajor violation of excessive energy use; 

2 (41 develop a progra. that vill use the z,ooo to 2,aoo 

3 annual hours of ~ontana sunshine and capitalize on our wind 

" resources. as well as our geothermal and other natural 

5 sources of energy, to supple.ent the traditional energy 

6 sources currently being used. 

7 Section 2. Purpose~ (This act) is designed to use tax 

ll incentives to encourage less energy loss in structures; to 

9 develop and use solar. wind• and other for•s of renewable 

10 energy; and to establish guidelines and a prograa of energy 

11 conservation in Montana• providing Montanans with a state 

12 rich in energy both for tnday•s and to.orrow•s needs• 

13 Section 3. Definitions. As used In {this act] the 

14 following definitions apply: 

15 ll) •Building• .aans any iaproveMento Including a 

16 .abile ho•e• used for residential• ca.aercial• industrial, 

11 or aqricultural purposes, which is enclosed with walls and a 

19 roof. 

19 (2) "Departaent• .eans the depart•ent of 

zo administration established In Z-15-1001. 

21 (31 •R~newable energy generation syste•• •eans any 

Z2 heating. cooling, or energy producing syste• that uses at 

23 its source solar. geotherMal. wind• or bioaass energy or 

24 hy~ro enerqy produc~d by •eans of a saall system impoundinq 

25 not over 20 acres in surface area or a cosbination of any of 
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the above systees. 

(~) •Solar energy systee• aeans an Integrated sy~tee 

of coeponents t~at collectively use~ solar enPrgy to hPat• 

coolw or produce electricity and that has a useful life of 

at least 10 years. A solar energy systee eay include an 

active, passive, or hybrid solar energy syste•• A solar 

energy systee may consist of the following coeponents: 

(a) glazing--the solar syste• coeponent that consists 

of transparent or tran~lucent eaterials used to transeit 

solar radiation and to reduce the loss of thereal energy 

froe the building or collector; 

{b) collector--the solar syst- co•ponent that 

collects solar radiation and •ay consist of an insulated box 

(eetalo voodo plasticw or fiberglass) with or without 

glazing that contains a solar radiation absorption surface 

and flow passages to carry the transfer eedlu• to be heated; 

the collector eay also be integrated with storage, for 

exaeplew south-facing glass with easonry. water tanks• or 

water tubes; 

(c) distribution or transfer coaponent--th? s~lar 

systea coeponent that circulates the working fluid between 

the storage and collector in a doeestic water heating 

system; orw In a space conditioning syste•• transfers 

thermal energy fro• collector or storage and collector to 

the location where it is re~ired; 
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(d) storage coeponent--the solar systee coeponent that 

receives thereal energy and retains it for future use. Types 

of storage include: 

(II cheeical--cheeical storage used as a phase 

transfor•ation of the storage Material. with the heat 

stora9e capability 1ar9@ly dependent upon the materidl•s 

latent heat of fusion or the energy transferred through 

che•ical reactions; 

(ii) liquid--liquid storage used to accommodate heat in 

proportion to its specific heat capacity and temperature 

increase; 

{iiit •ass materials--concrete• masonryo or other heavy 

eaterlals used to store thermal energy for heating or 

cooling; 

(iv) pebble or rock beds--pebble beds or rock beds 

used to store ther•al energy for heating or cooling; 

(e) thereal Insulation shutters--the solar system 

co•ponent that •ini•izes heat loss through the collector 

glazing during periods of little or no solar radiation 

availability but which does not inhibit solar radiation 

trans•ission during periods of significant availability; 

{fl auxiliary--the solar system component which 

provides backup energy. Eligibility is determined by: 

(i) physical connection to the solar system; 

(iii provision of less than half of the annual energy 
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supplied by the co•plete syste•; and 

(iii) nonreliance on fossil or radioactive fuels. 

(5) •Active solar energy syste•• .eans an indirect 

thermal energy syste• that consists of co•ponents ther•ally 

isolated fro• the living space for collection of solar 

enerqy and transfer of thermal energy to provide heating. 

coolingo or both. 

(6) •Passive solar energy syste•• .aans a direct 

ther~al energy syste• that uses the structure of a building 

and its operable co•ponents to provide heating or cooling 

during the appropriate ti.es of the year by using the 

cli•ate resources available at the site. 

(7) •Hybrid syste•• .. ans a solar energy syste• that 

co~ines both passive and active co•ponents into one syste•; 

for exa•pleo solar collecto~s on a roof that provide heat to 

the direct ther•al storage co~nent located inside the 

insulated shell of t~ structure. 

Section It• Adjustaent in taxable value of certain 

buildinqs. (l) The depart .. nt shall adopt rules prescribing 

heat loss standards for existing and newly constructed 

buildings. An existing building that Is re.adeled or a newly 

constructed building shall be evaluated by the depart .. nt to 

detereine its designed heat loss. The depart .. nt shall then 

compute the degree to which the building evaluated is •ore 

or less energy efficient than the established standard. The 
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aust be expressed as a percentage of the 

(Z) After appraising a newly constructed or reaodeled 

buildinge the depart .. nt of revenue shall adjust the taxable 

value of the building to reflect the level of energy savings 

or waste inherent in the design of the building in 

accordance with the follo~ing tables: 

(aJ If the heat loss in a building is less than the 

standard• the following table applies: 

~ energy savings 

deterained by the 

departaent 

0 - 10 

110re than 

10 - zo 

•cne than 

20 - 30 

110re than 

30 - "0 

1110rt~ than 

~0 - >O 

110re than 

~ reduction in 

taxable value 

0 

" 
8 

lZ 

16 

20 

Nu•ber of years 

reduced value 

effective 

N.A. 

10 

10 

lS 

15 

20 so 

(bJ If the heat loss in a building is greater than the 

standard, the following table applies: 

-6- H B '68+ 
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11; energy -5te 

0 - 10 

110re than 

10 - 20 

110re than 

20 - 30 

-ethan 

30 - .a 

110re than 

ItO - 50 

110re than 

50 

(l) It 15 the 

t increase in 

taxable value 

0 

It 
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12 

16 
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Nu•ber of .,.ars 

reduced value 

effective 

N.A. 

10 

10 

15 

15 

20 

intent of this section that no credit 

under [this act) be allowed for capital lnvest .. nt for 

energy conservation or penalties be aPPlied for energy waste 

if the construction ~ts the standards set forth In the 

rules established by the departaent. The rules adopted shall 

be based on the bEst current available inforaation sources. 

including the national bureau of ~tandardS• the departeent 

of housing and urban develop .. nt. and any other federal 

agencies. profe5sional societies9 or credible research 

organizations that are involved in the field of heating. 

cooling, and ventilating or r~newable energy usage. 
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(Itt The depart.ent shall annually update rules and 

standards to confor• to the new methods of construction and 

the availability of •aterials that would raise the standards 

established by the departaent. 

(5) The depart•ent shall adopt rules for the 

certification of new and reaodeled construction eligible for 

tax incentives and penalties described under this s~ction. 

The department •ay inspect such construction for application 

of the tax incentives and penalties described in subsection 

{Zt• 

Section 5. Tax credits for renewable energy systems. 

(1t There Is allowed as a credit against the taxes imposed 

In lS-30-103• 1S-30-101t• and 15-ll-101: 

(at an a•ount equal to the lesser of ss.ooo or 75' of 

the cost incurred by the taxpayer in installing an approved 

renewable energy syst .. In a single-faMily dwelling that is 

the taxpayer•s principal dwelling; 

lbl an aaount equal to the lesser of SlOOoOOO or 55% 

of the cost Incurred by the taxpayer in installing an 

approved renewable energy systea In a building other than 

that described In (lt{al above. 

(Z) No renewable energy syste• •ay be approved unless 

it aeets the •lni•u• standards published by the department. 

Section 6. Required energy conservation measures. 

Every renewable energy syste• installed after July 1o 1979• 

-8-
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l in order to qualify for an inca.e tax credit, .ust also 

z include installation of the following energy conservation 

3 1Dec1s.ures: 

4 (1) All accessible walls and ceilings or attic spaces 

5 3Ust be insulated to a level of R-19• 

6 (2) All windowso doors, and building seaes in heated 

7 rooms and structures •ust be weatherstripped and caulked to 

8 minimize air infiltration. 

9 (3) All existing water heaters that supple .. nt 

10 alternate energy systees eust be refitted with additional 

ll insulation with a ther•al resistance value of R-6 or shall 

12 include a eini.u• theraal resistance of the total water 

l3 heater insulation jacket of R-12• 

14 (4) All water basin faucets and shower heads In new 

15 construction eust be equipped with low-flow devices rated at 

1£, a maximum of 3 gallons per einute. 

17 (,) All windows aust be equipped .. ith ther•al 

lS insulation shutters, stor• windows, or double glazing. 

19 Section 1. Eligible systees. Renewable energy systees 

20 el iqible for a tax credit under the provisions of (section 

21 5) include but are not lieited to: 

22 (1) solar energy syste•s• including: 

23 (a) active solar energy syste•s; 

24 (b) passive solar energy systems; and 

25 (c) hybrid solar energy syste•s; 
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{2) wind energy conversion syste•s that provide energy 

for heating, cooling, electricity, or .. chanlcal purposes; 

(31 geother•al energy syste•s; 

C~J (a) bloeass energy conversion syste•s, including 

wood stoves 8eetlng strict efficiency standards and used for 

auxiliary heat; 

(b) bio•ass systees using the dec<H!posltlon, 

fereentation, or distillation or any coebination of those 

processes for the production of direct heat or fuel; and 

(c) woodwaste systaes used for the production of 

electricity; 

(5) hydro energy syste•s producing electrical or 

eechanical energy by 8eans of a saall syste• !•pounding not 

over 20 acres in surface area; or 

(6) any co.blnatlon of the above syste•s• 

Section B. Oepart .. nt of revenue to establish 

procedures for clai•ing tax credits. The departeent of 

revenue shall establish procedures and for•s for clai•ing 

tax credits for renewable energy syste•s approved by the 

depart-nt. 

Section 9. Certification of ren~wable energy syste•s• 

11) The departaent shall adopt rules and develop procedures 

and for•s for the certification of renewable energy systees. 

(2) The department •ust act on an application for 

certificdtion within 90 days fro• rec~lpt of a co•plete 

-1o- '1' . I /::) 
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appl icaUon. 

Section 10. Claias of exeeption. (lt A person who 

wishes to claia tax credit for any proposed ren~wable ~nerqy 

systea other than as provided in [this .~ct} must tile a 

claie of exeaption and obtain approval of eligibility In 

accordance with the provisions of this section. The clalaant 

in all proceedings under this section assuaes the burden of 

proof. 

{2) A claia aay only be aade on a fora published by 

the depa~taento The foras shall be revised as nec~ssary to 

assist claiaants In providing the inforaation necessary to 

substantiate a claiao The claim shall be verified by the 

clalaant. and the clalaant Is subject to the penalty 

provided in .,5-T-202 for a false claia. 

(J) The departaent aay adopt 

supporting docuaentation of the clala. 

shall include when relevant: 

rules requiring 

The docueentatlon 

(a) a description of the systea• including appropriate 

design drawings and specifications; 

{b) an analysis of the predicted performance of the 

syste•• including the estiaated aeount of conventional 

energy displaced; 

(c) any additional evidence in support of the claia. 

(") The clalaant shall subait two copies of the clala 

of exeaption to the departaent. Only one copy of supportln~ 
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depart111ent 

(5) At any tiae after submission of a claimo the 

departaent aay request froa the claimant such information as 

is needed for a coaplete staff analysis of the claim. 

(6) As soon as practicable after filing of a clai•• 

the departaent shall review the claia• No later than 90 days 

after filing of a claiao the department shall issue a 

written decision. 

(Tt No clala aay be approved unless the department 

finds that: 

(a) the systea proposed for exeaption will result in 

energy savings by using renewable energy equal to or greater 

than energy savings froa si•ilar systeMs authorized by [this 

act]; 

(b) coapliance with the requireeents of [this act} 

would be iapossible without substantial increases in costs 

of installing the systee; and 

(c) the systeas proposed for exe11ption are as 

reliable, durable, and safe as siailar systems authorized by 

{this act]• 

(B) The decision on the claia shall either approve or 

disapprove the claia in whole or in p3rt and shall state 

reasons supporting the decision. A certificate of exemption 

shall be issued for those claims which the department 

-12-
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.app.-oves. 

l (9) Notice of the decision shall be sent to the 

J c 1 a i aant and to ·>ny person "he has requested such notice. 

.. Section 11. Confor.ance to building codes required 

additional certification of perfor••nce. (11 To be eligible 

6 for a ta~ creait under [this act]t the ren~wable energy 

syste~ aust receive a local building per•it or deoart .. nt 

8 approval of the syste• .. here a local building per•it is not 

applicable. 

10 (2} Following installation, the renewable energy 

l! syste• •ust also be deter•ined by the departeent or its 

12 agent to be in "orking order and to aeet designated 

13 capabilities and •ust be so certified. 

l't Section 12. Repealer. Sections 15-32-lDlo 15-3Z-l02t 

15 15-32-lO't through 15-32-l06t 15-32-lD!t and 15-32-201 

1~ through 15-32-.:3, ~CAo are repealed. 

17 Section 13. =tfective date and applicability. This act 

lq is effective on passaqe and approval and applies to dll 

19 taxable years beginning after Oeceeber 31• 1976. 

-End-
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STATE OF MONTANA 

REQUEST NO. __:1.21-79 __ 
FISCAL NOTE 

In compliance with a written request received .. f~~ruar_y_26 ______ ...... , 19 ?.!L.~ , there is hereby submitted a Fiscal Note 

-.for ...... ~1°!-1!'1,;- ~jl_l_1\§_4:. . -·- --- ---·---- pursuant to Chapter 53, Laws of Montana, 1965 -Thirty-Ninth Legislative Assembly. 

Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members 

• of the Legislature upon request. 

'-'· 

DESCRIPTION: 

This proposed bill is an Act to be known as the Montana Energy Conservation Act; providing tax incentives and penalties 
for renewable energy systems and energy conservation practices; and provides an effective date. 

ASSUMPTIONS: 

Revenue Impact: 

1. 
2. 
3. 
4. 

5. 
6. 
7. 

There will be 350 new residential solar systems in the biennium (150 in FYBO and 200 in FY81). 
There will be 25 solar systems installed in commercial establishments in FY80 and 25 in FY81. 
The average cost of each system is $3,000. 
There will be 3000 wood stoves purchased in FYBO and 4000 in FY81. 200 each year will be installed 
in commercial establishments. 
The average cost for each wood stovl.!, including stove pipe, is $800. 
All systems and wood stoves listed in assumptions 1·5 would qualify for tax credits. 
The Department of Revenue projections for income tax and corporation license tax in FY80 and FY81 

are correct. 
8. The impact will be split between corporation license tax and income tax. 
9. This note does not include the impact of passive solar systems because no data are available on these systems. 

For further detail on the above assumptions see fiscal notes for HB 216, 299 and SB 173, the assumptions are the same 

as used in these fiscal notes. 

EXPENDITURE IMPACT: 

1. All buildings, including farm structures, not covered by a local program must be inspected by the Department. 
2. There are presently 15,000 electrical permits issued per year by the Department. The permits are estimated 

to break down as follows: 

3. 

4. 
5. 

6. 

7. 

Mobile Home Service Hookups 
New Homes 
New or Major Remodel Construction 
Minor Remodel 

TOTAL PERMITS 

2,000 
4,000 
8,000 
1,000 

15,000 

It will require an average of 4 hours to evaluate a new residence for deviation from the designed heat loss 

and 8 hours for an existing residence. 
It will require one hour additional time for conference and appeals on residential buildings. 
It will require an average of 8 hours to evaluate a new commercial type structure for deviation from the 
designed heat loss and 16 hours for an existing building. 
It will require an average of 6 hours to inspect residential buildings and 8 hours for commercial type 
buildings to determine compliance of structures with approval 
plans. This includes travel time. 
There will be a 5% appeal rate resulting from the evaluation 
process. The average cost of each hearing is assumed to be $500. 

BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: --------------------



STATE OF MONTANA 

FISCAL NOTE 

For111 /t/) 15 

In compliance with a written request received--------- ____ ., 19 ______ , there is hereby submitted a Fiscal Note 

for -- pursuant to Chapter 53, Laws of Montana, 1965- Thirty-Ninth Legislative Assembly. 

Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members 

of the Legislature upon request. 

8. Renewable energy tax credits for existing and new buildings, will require an insultation verification inspection 
(6 hours), an analysis of the energy system (16 hours). certification for conformance (12 hours), and 
conferences (2 hours), and hearings (2 hours). 

9. 10% of residential construction will be involved with renewable energy tax credits and 20% of commercial 
type construction. 

10. Budgets increase 6% between FY80 and 81. 
11. 100 square feet per person is needed for office space at the rate of $5.00 per square foot per year. 
12. $800 per person is required for equipment costs. 
13. Assume that local governments can participate in the program. Budget figures and staff may need to be 

doubled if local governments do not participate. 
14. The Program for Taxable Value will require technical staff equal to Grade 16 Step 1 to obtain necessary skills. 
15. Since the present operation is self-supporting, general funds are needed to support the additional duties. 

FISCAL IMPACT: 
Revenue Impact: 
Corporation License Tax and Income Tax 

under current law 
under proposed law 

Estimated Decrease 

Fund Information: 
General Fund 

under current law 
under proposed law 

Estimated Decrease 

FY80 

$189,268,000 
187,121 ,250 

($ 2!1461750) 

$121,131,520 
119,757,600 

($ 1 !373,920) 

Earmarked Revenue (School Foundation Program) 
under current law $ 47 ;317 ,000 
under proposed law 46,780,313 

Estimated Decrease ($ 536,687) 

Sinking Fund 
under current law 
under proposed law 

Estimated Decrease 

Effect on Local Governments: 

$ 20,819,480 
20,583,337 

($ 236,143) 

There should be some impact on local government revenues because of 
the provisions for reducing or increasing the taxable value of properties 
inspected. The impact is, however, indeterminable. 

FY81 

$204,790,000 
201,930,750 

($ 2!859!250) 

$131 ,065,600 
129,235,680 

($ 1 ,829,920) 

$ 51,197,500 
50,482,688 

($ 714,812) 

$ 22,526,900 
22,212,382 

($ 314,518) 

BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: . __ ... __ . _ . _ • ______ ... 
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STATE OF MONTANA 
REQUEST NO. 421·79 CO!ltinued 

FISCAL NOTE 

Form BD-15 

In compliance with a written request received ···-----------·- ___ ··- _. , 19 ____ , there is hereby submitted a Fiscal Note 
•. f or - -·-··-- -·--······-·- ....... ____________ pursuant to Chapter 53, Laws of Montana, 1965- Thirty-Ninth Legislative Assembly. 

Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members 

of the Legislature upon request. 

EXPENDITURE IMPACT: 

Additional cost of proposed legislation to 
Building Codes Division 

Personal Services 
Operating costs 
Equipment 

FYBO 

$2,759,612 
.941,850 
110,400 

$3,811,862 

The additional cost must be funded from the State General Fund. 

TECHNICAL NOTES: 

FY81 

$2,925,189 
998,361 

20,000 

$3,943,550 

1. The Department of Administration certifies the buildings and systems. It should be a requirement that this 
certification accompany any application for tax incentives. 

2. There should be an effective date for the costs. It should be for costs incurred after December 31, 1978. 
3. The repealer should be changed depending on the intent of this proposal. If it is so decided to repeal 

the energy conservation deduction then section 15·32·103 should be included in the repealer. If it is so 
decided that the deduction is not to be repealed then the section should not be repealed. The definitions, 
limitation, application and procedure are repealed, but the deduction is still retained. 

4. It should be noted that the revenues to the Earmarked Revenue Account are used to support the Public 
School Foundation Program. Therefore, any decrease in income to that account may necessitate additional 
support from other sources. 

LOCAL IMPACT: 

If local governments participate in the program, local government costs will increase in total approximately $3 million 
per year. 

~~~ c;t. g..._~~ 
BUDGET Dl RECTOR J , . 
Office of Budget and Program Planning 

Date: ~/? J ') 9 
7 I 
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STATE OF NONTANA 
Request No. 421-79 

FISCAL NOTE 

--·· ·-·--·------.. ··· -···-- .. ··-···-·---- .... -----·--.----·----·----For!!!...._BD-15. __ _ 

In compliance \\'ith a written request rece.ived --~:i..!_-?...t _ _l979 __ , there is hereby 
submitled a fiscal Note for Alnenued House Bill 884 pursuant to Chapter 53, Laws of Montac..<l, 
1965 - Thirty-Ninth Legislati.-;e Assembly. Background information used in developing 
this Fiscal Not~ is available from the Office of Budget and Program Planning, to members 
of the Legislature upon request. 

---------------·----------·---------------------------------------------------------------
DESCRIPTION: 

This proposed bill would be know·n as the "l'lontana Energy Conservation Act"; providing 
tax incentives for renewable energy systems 3nd energy conservation practices. 

ASSUNPTIONS: 

1. 

2. 

3. 

4. 

5. 
6. 

7 . 

8. 

There will be 100 solar systf:ms installed in residences in each of FY 80 and FY 81. 
60% of the systems will heat only dn~estic hot water and cost $1,500 ea~h, 30 
systems w.ill cost $5,000 and 10 systems will cost $10,000. 
Since there is not carry over provision for the cretlit it is assumed that taxpayers 
~ill be able to avail themselves of $1,000 worth of credit for the $1,500 systems, 
$1,500 for the $5,000 systems and $3,000 for the $10,000 systems. 
There will be 10 commercial systems installed· each year with a cost of $15,000 
and $3,500 credit will be available for each system. 
The Department of Revenue projections for corporation license tax and income tax 
collection for the 80-81 biennium are correct. 
The impact will be split between inco~e tax and corporation license tax. 
This note does not include the impact of passive solar systems because no data 
are available on these systems. 
Assume a 1% appeal rate for taxable value and a 5% appeal rate for tax credit 
program. 
Standards development cost will be $40,000 in FY 80 which will be funded through 
an energy grant. 

9. The note reflects total cost of full implementation of the act. 
10. If the Divison's modified level of budgeting is passed by the legislature, the 

enforcement will be attempted with the increased staffing. If this should be 
~ unobtainable, an amendment to the budget may be needed in FY 81. 

·' 

REVENUE HlP ACT: 

Corporation License Tax and Income Tax 
under current law 
under proposed law 
Estimated Decrease 

Continued on Page 2 

FY 80 

$189,268,000 
189,098,000 

($ 170,000) 

FY 81 

$204,790,000 
204,620,000 

($ 170,000) 

Office of Budget and Program Planning 
Date : "-! I Y / 7 1 
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Filll'D I NFORNA TI ON : 

General Fund 
under current law 
under proposed law 
Estimated Decrease 

Earmarked Revenue Fund 
(School Foundation Program) 
under current law 
under proposed law 
Estimated Decrease 

Sinking Fund 
under current law 
under proposed law 
Estimated Decrease 

EFFECT ON LOCAL GOVERN~ffiNT: 

FY 80 
$121,131,520 

121 ,022,_2_~_Q 
($ 108!800) 

FY 81 
$ l3l '065 '600 

130,956,800 
TS-~108;806) 

$ 47,317,000 $ 51,197,500 
47,274,500 51,155,000_ 

($ 42 500) ($ 42,500) 

========== 
$ 20,819,480 

~-2.2_,_~-~l.?_Q 
( 18,700) 

$ 22,526,200 
____ _?_~9 7 ! 5 QQ 
li__~_,]_Q_Q) 

Local government should experience a slight decrease in revenues because of the taxable 
value adjustment provisions. There will be an increase in taxable value by the addition 
of new solar systems but this will be more tl1an offset by the decrease in taxable value 
resulting from the reduction for houses that exceecl standards for energy conservation. 

EXPENDITURE UIPACT: 

The cost to fully implement the provisions of the act by the Department of Administration 
are estimated to be $226,900 in FY 80 and $198,209 in FY 81 from fees collected into the 
revolving fund. However, the Department of Administration, Building Codes Division will 
attempt to phase in the implementation over the course of the bienniwn using staff granted 
by the modified budget level (HB 483) if so approved. If workload proves to be greater 
th3n anticipated, additional staffing may be sought through the b11dget amendment process 
in FY 81. The standards to be established for the renewable energy portion of the act can 
probably be developed through access to federal grants. 

The Department of Revenue estimates that its Property Assessment Division will incur 
additional administrative costs of approximately $2,000 per year, the funding for which 
must be-supplied from the General Fund. 

TECHNICAL NOTE: 

It should be noted that the revenue to the Earmarked Revenue Account are used to 
support the Public School Foundation Program. Therefore, any decrease in income to that 

• 

account may necessitate additional support from other sources. r 
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Arproved by Committee 
on Taxation 

HOUSE BILL NO. 884 

INTRODUCED BY fAGGt McBRIDEo METCALF, HDLMESt 

HARPERt FRATES, SHELOENo COONEYt JOHNSON, NATHE, 

HARRINGTONt MENAHANo KESSLERo HEMSTAOo 

RAMIREZo HIRSCHo KEEDY, FABREGA 

A Bill FOR AN ACT ENTITLED: •AN ACT TO BE KNOWN AS TH~ 

'MONTANA ENERGY CONSERVATION ACT•; PROVIDING TAX INCENTIVES 

AN9--PENArf+ES FOR RENEWABLE ENERGY SYSTEMS AND ENEPGY 

CONSERVATION PRACTICES; AND REPEALING SECTIO~S tS-3~-tat. 

l5-32-l02•--t~-3r-t9~ THROUGH lS-32-lObo 15-32-108, ANO 

lS-32-201 THROUGH IS-32-203, HCA; PROVIDING AN EFFECTIVE 

DATE." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section lo legislative findings. The legislatu~e finds 

that the state faces problems in the conversiono useo and 

conser11ation of energy. The legislature sees d 

responsibility to its citizens to insure adequate supplies 

of energy needed to pro11ide jobs and a sound economy. Since 

much of our future is dependent upon adequate energy, it i~ 

necessary to enact an energy policy that will: 

(11 provide needed energy to encouraqe and assist 

li~ht and secondary industries to locate in Montana; 

(2) de11elop a program of tax incentives to encourage 
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the prevention of energy waste and the development of 

alternative energy; 

(31 design progra•s to eli •i nat-' wastet as it is the 

•ajor violation of excessive energy u&e; 

Cltt develop a progra• that will use the z,ooo to 2t800 

annual hours of Montana sunshine and capitalize on our wind 

resource,, as well as our geothereal and other natural 

sources of energy. to suppleaent the traditional energy 

sources currently being used. 

Section 2. Purpose. [This act} is designed to use tax 

Incentives to encourage less energy loss in structures; to 

develop and use solar. wind• and other for•s of renewable 

energy; and to establish guidelines and a progra• of energy 

conservation in Montana, providing Montanans with a state 

rich in energy both for today•s and to•orrow•s needs. 

Section 3o Oefinitions. As used in {this act] the 

following definitions apply: 

C11 •nullding• means any i•provementt including a 

•oblle home, used for residentialo co••ercialt Industrial, 

or ayricultural purposes, which I~ enclosed with walls and a 

roof. 

(21 •oepartNent• •eans the department of 

ad•lnlstration established in 2-lS-lOOl. 

(31 •Renewable energy generation system• eeans any 

heating, cooling, or energy producing syste• that uses at 

-2- H6 884 

SECOND R E A D I N G 



1 

2 

3 

4 

., 
6 

1 

8 

9 

10 

11 

12 

13 

1~ 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2~ 

2S 

H~ 08154/02 

its source solar, geother•alo Mind, or bio~ass energy or 

hydro energy produced by •eans of a small syste~ impounding 

not over 20 acres in surface area or a co~binatlon of any of 

the above syste•s• 

(4• "Solar energy syste•" mP.ans an integrated syste• 

of co•ponents that collectively uses solar energy to heato 

cool, or produce electricity and that has a useful life o' 

at least 10 years. A solar energy syste• •ay include an 

actlveo passive. or hybrid solar energy syste~. A solar 

energy syste• aay consist of the following coMponents: 

(al gl~zinq--the solar sy~te• COMponent that consists 

of transparent or translucent ~dterials used to transmit 

solar radiation and to reduce the loss of thermal energy 

fro• the building or collector; 

(bl collector--the solar syste• coMponent that 

collects solar radiation and may consist of an Insulated box 

(Metalo wood, plastic, or fiberglass) with or without 

glazing that contains a solar radiation absorption surface 

and flow passages to carry the transfer Medium to be heated; 

the collector •ay also be inteqratPd with storage, for 

example, south-facing glass with •asonry, water tankso or 

water tubes; 

(c) distribution or transfer component--the solar 

system component that circulates thP working fluid between 

the storage and collector in a domestic water heating 

-3- HB 884 
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system; oro in a space conditioning system. transfe~s 

thar~al energy fro• collector or storaqe and collector to 

the location where it is required; 

(d) storage component--the solar system component that 

receives ther~al energy and retains it for future use. Types 

of stora~e include: 

(i) chemical--che~ical storage used as a phase 

transfor•ation of the storage material, with the heat 

storage capability largely dependent upon the material•s 

latent heat of fusion or the energy transferred through 

chemical reactions; 

(ii) liquid--liquid storage used to accommodate heat in 

proportion to its specific heat capacity and temperature 

increase; 

(iiI) mass •aterials--concreteo masonry. or other heavy 

materials used to store thermal energy for heating or 

cooling; 

(iv) pebble or rock beds--pebble beds or rock beds 

used to store ther•al energy for heating or cooling; 

(e) ther~al insulation shutters--the solar system 

component that •ini•izes heat loss through the collector 

glazing during periods of 1 ittle or no solar radiation 

availability but which does not inhibit solar radiation 

transmission during periods of significant availability; 

(fl auxi 1 iary--the solar system component which 

-4- HB 884 
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p~ovides backup energy. Eligibility is deter•ined by; 

(i) physical connection to the sola~ syste~; 

{ii) p~ovision of less than half of the annual energy 

supplied by the co~plete syste~; and 

(iii) nonreliance on fossil or radioactive fuels. 

(S) "Active solar ene~~y syste~• Means an indirect 

thermal energy system that consists of co•ponents thermally 

isolated from the living space for collection of solar 

energy and transfer of thermal energy to provide heating, 

cooling• or both. 

(61 •Passive solar energy system• means a direct 

thermal energy syste~ that uses the structure of a building 

and its operable coeponents to provide heating or cooling 

during the appropriate tiaes of the year by using the 

climate resources available at the site. 

(71 •Hybrid systee• .eans a solar energy system that 

combines both passive and active components into one system; 

for example, solar collectors on a roof that provide heat to 

the direct ther~al storage component located Inside the 

insulated shell of the structure. 

Section 4. AdjustMent In taxable value of certain 

buildings. {ll The department shall adopt rules prescribing 

heat loss standards for existing and newly constructed 

buildings. An existing building that is remodeled or a newly 

constructed building shall be evaluated by the department DB 
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lii_AGENT A$ EST&Bll~~tiiQti _ _QJ to deterMine its 

designed heat loss. The departMent n&_lii-~ shall then 

coMpute the degree to which the building evaluated is .ore 

or less energy efficient than the established standard. The 

difference eust be expressed as a percentage of 

standard. 

the 

121 After appraising a newly constructed or re•odeled 

building. the departeent of revenue shall adjust the taxable 

value of the buildinq to reflect the level of energy savings 

e~--we•~• inherent in the design of the building in 

accordance with the following ~eb+e• !AaLf: 

tet--~~--~he--hee~--+es•-~ft-e-b~~·~~~-~s-+ess-~en-~he 

•~oftderdy-~he-~o++e•~ftg-~eb~-eppl+es+ 

~ energy savings 

deter•lned by the 

depart11ent 

0 - 10 

•ore than 

10 - 20 

•ore than 

20 - ]0 

.,ore than 

30 - 'tO 

010rc than 

ItO - SO 

-6-

\ reduction In 

taxable yalue 

0 
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16 

Nu•ber of years 

reduced value 

effective 

N.A. 
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IIOP3 than 

':;0 20 20 

fbt--lf-th~-h~et-toss-ift-e-bu~Jd~ftq-is-gr~ot~r-the~-th~ 

stoftdord~-the-followiftg-tebte-epplte~• 

•-~ftergy-weste------------•-~fteree~e""in------NuMber-of-yeers 

--------------------------te~eble-velue-------redaeed-vetu~-

-----------------------------------------------eff~etive----

---8---te-----------------------e----------------N·•·-------
--aere-theft 

---te---ce---------------------~----------------te---------

--aere-theft 

---le---~e----------------------6----------------te---------

---re-thaft 

---~e---~e---------------------tc----------------1§---------

---re-then 

---~e---se---------------------t6----------------ts---------

---re-than 

-----se------------------------ce----------------ie---------
(3) It Is the intent of this section that no credit 

under (this act) be allowed for capital investMent for 

energy conservation or-peftetties-be-epptied-fer-eftergy-weste 

if the construction .aets the 5tandards set forth in the 

rules established by the departMent. The rules adopted shall 

be based on the best current available infor•ation sources• 

including the national bureau of standards, the department 
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of housing and urban development• and any other federal 

aqencie'S• professional societies, or credible research 

organizations that are involved in the field of heating, 

cooling, and ventilating or renewable energy usage. 

(4) The depart•ent shall annually update rules and 

~tandards to conforM to the new Methods of construction and 

th~ availability of materials that would raise the standards 

established by the depart•ent. 

(5) The depart-nt shall adopt rules for th<> 

certification of new and reModeled construction eligible for 

tax incentives eftd-peftelties described under this section. 

The department •ay inspect such construction for application 

of the tax incentives eed-pefte+ties described in subsection 

121• 

Section 5. Tax credits for renewable energy systems. 

(1) There is allowed as a credit against the taxes imposed 

in 15-30-103, 15-30-10~, and 15-31-101: 

(a) an ·a•ount equal to the lesser of ss,ooo or 75~ of 

the cost incurred by the taxpayer in installing an approved 

renewable energy system in a single-family dwelling that is 

the taxpayer•s principal dwelling; 

(b) do aaount equal to the lesser of S100,ooo or 55t 

of the cost incurred by the taxpayer in installing an 

approved renewable energy system in a building other than 

that described in (1)(a) above. 

-I!- HB 864 
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12) No renewable energy system may be approved unless 

it meets the minimum standards published by the department. 

lll __ lUE-_AMQU~I--Of __ Itlf_,&~ll-HAI-~Ql_f!LffO_lbf_IA! 

llAfillliY_EOB-Ltif_lfAB_lH-»HlC.H I~E C.0$1~-UE-lHE-i!il~-ARE 

lllC.Illlli~-1lLllJLff8illtLrJ..llHllllLAJ.S.E.Jllla 

1i1-_HQ __ ,BfOll_MAX-Df_tlA1HfD-Eo&_iQ_MutH_C£_1Hf-tOS!i 

UE_ltlE_RfNE~A~lf_fHfaGl_ilil~-Ai_li_ElHA~~D--al _ _! __ il!l~ 

EEOE&A~_DR_f&ltAIL~Nla 

ifC.IliJ~.__IH fRf-lLA-Iif.ILtlc.LifUlil~L ltiAI .. B.fAI.li1 

Application fees. (1) No tax benefit may be received 

under [sections 4 and 5) unless the taxpayer so re~uests 

through procedures adopted by the depart~ent. 

12) The eligible taxpayer shall apply to the 

department or its designated agent and shall submit a fee as 

described in subsection (3) to cover the costs of evaluating 

the plans or material describing the renewable energy 

sy>tem. Any portion of the fee not used in evaluating the 

system must be returned to the applicant. 

[3) The following fees must be submitted with an 

application for adjustment in the taxable value of a 

building under (section 4) and for tax credits for renewable 

energy systems under [section 5): 

[a) for evaluations under [section 4): 

(iJ 1 1/2% of the first 11oOOO of th~ total cost of 

the improvement; 
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(ii) 1~ of the next 14o000 of the total cost of the 

improve•ent; and 

{iii) 1/2~ of the total cost of the improveaent in 

excess of ss,ooo; 

(bt for evaluations under [section S) a fee of 1~ of 

the cost of the syste•• 

Section 1. Required energy conservation •easures. ill 

Every renewable energy syste• installed after July l• 1q79• 

In order to qualify for an inco•e tax credit• •ust also 

include installation of the fo•tew+n~ energy conservation 

~easures• ffiUHf&AIED-l~iuasftllON 12la 

t~t--Att-eeeess+bte-wetts-end-ee+t+n~s-o~-ett~--speees 

.ast-be-+ns•~ed-~e-e-tevel-of-R-~q. 

tit--Atl--w+ndewsw--doorsw-end-b•+td+n~-see•s-+ft-heeted 

roe•s-end-str.et•res-a.st-be-weetherstr+pped-end-ee••ked--to 

.tn+•+re-e+r-+nf+ltret+onw 

t3t--•tt---ew+st+n~---weter---~eters--thet--s•pp•e•ent 

elternete-ener§y-systeas-••st-be--ref+tted--w+th--edd+t+onet 

+nsutet+on--w~th--e-ther•e•-res+stenee-ve+•e-ef-R-6-or-shott 

+net•de-e-a+n+•••-ther•e+--res+stenee--oJ--t~--toto+--weter 

~eter-+nsutet+en-jeeket-of-R-ti• 

t~t--•t+--wet~r--bes+n--fe•eets-end-shewer-heods-+n-new 

eonstr•et+en-.ust-be-eq•+pped-w+th-tew-flow-dev+ees-reted-et 

o-mexfmdM-of-3-~eltons-per-m+nutew 

tSt--Att--w+ndows--.mst--be---equ+pped---w+th---thermel 
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+"s~+e~+o"-sh~tte~s~-,terM-w?"dows~-o~-doubte-gtor+"9• 

1.ZL-It:!LDf.fA8ll!flU~H!1.L!WleL&UJ. E S AND S UHQ&I! OS_f C! 

llif_ __ l!UI M.UilOH~-IlL _JI:lf. .. _f OU.tUill::l!i __ .( !:lf&GI __ (.0t!ll!U!AI10Ill 

!1fAilll\~.i 

LAL-lMSUU.lliltL-1.f.lt.E1. L_Ell8 ____ !(.U.S.!iliiLL_ .-ii!J.LS __ Atill 

r.f.lllli~.ILAlllLS£M;.f.ll 

Lal__lMilAJ.1.AllOH __ __af.QUl&f~EH1S _ __IC_ __ ~lHl~lLt ___ Al8 

INFILIBUION EOB UL WlbDQI(!i~-llDOR!iL-!tiiL~UlJ.Qllili__iUM __ l.f:j 

Hf.ALEQ_&CDHS_!Nll-ilautiUBEll 

Lkl--lliSYL!,IIPH LE~ELS __ fOB_A1.J._fXLSJl~-¥AIE&~f!lfRS 

SUffLE~NIED WllH-!LlfRK!If._f.!:lf.B~I~Iilf.HS.i 

LOl--~HUHLWAlfR-f1.~-BALEi-EO!_VAlf8 __ aASIH__fAU(.EIS 

AHD_!iHOWf!_HE!O!i_fllB~EH-'-Ott!ilRUCllDill.i 

~--1Hil!1.1.AllDM_Df_ll:lf.BMAL_l!liSULAJIJl!j_!iHUIIEB~-!iiO&H 

li.IIiDI!Wh..JliLD!lWlLL~J..AliliG _DH-All_lill:l.Dmth 

Section 8. Eli9ible systems. Renewable energy syste•s 

eligible for a tax credit under the provisions of [section 

S) include but are not ll•ited to: 

(1) solar energy systeMSt including: 

(a) active solar energy systeMs; 

(b) passive solar energy systems; and 

(c) hybrid solar energy syste•s; 

(2) wind energy conversion systeMs that provide energy 

for heating. cool ingo electricity. or .achanical purposes; 

(3) geothermal energy systems; 
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l~t (at bio~ass energy conversion systems, including 

wood stoves •eeting strict efficiency standards and used for 

auxiliary heat; 

(bl biOIIoSS systems using the decomposition, 

fer11entationo or distillation or any co~tbination of those 

processes for the production of direct heat or fuel; and 

(ct woodwaste systems used for the production of 

electricity; 

('>I hydro energy syste~s producing electrical or 

•echanical energy by •eans of a small system impounding not 

over 20 acres in surface area; or 

(61 any combination of the above systems. 

Section 9. Oepart11ent of revenue to establish 

procedures for claiMing tax credits. The department of 

revenue shall establish procedures and forms for claiming 

tax credits for renewable energy systems approved by the 

department. 

Section to. Certification of renewable energy systems. 

(lt The departllent shall adopt rules and develop procedures 

and for•s for the certification of renewable energy systems. 

(21 The departMent must act on an application for 

certification within 90 days from receipt of a complete 

application. 

Section 11. Clai11s of exemption. (l) A person who 

wishes to claia tax credit for any proposed renewable energy 

-12- HB 884 
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system other than as provided in [this act} must file a 

claim of exemption and obtain approval of eligibility in 

accordance with the provisions of this section. The claimant 

in all proceedings under this section assu.es the burden of 

proof. 

(2) A claim may only be .ade on a form published by 

the department. The forms shall be revised as necessary to 

assist c1aimar.ts in providing the information necessary to 

substantiate a claim. The clai• shall be verified by the 

claimant, and the claimant is subject to the penalty 

provided in 45-7-202 for a false claim. 

(3) The department •ay adopt rules requiring 

supporting docu~entation of the clai•• The docu•entation 

shall include when relevant: 

(a) a description of the syst~m, including appropriate 

design drawings and specifications; 

(b) an analysis of the predicted performance of the 

system, Including the estl•ated aaount of conventional 

energy displaced; 

(c) any additional evidence in support of the claim. 

141 The claimant shall submit two copies of the claim 

of exemption to the department. Only one copy of supporting 

documentation need be Included unless the department 

requests otherwise. 

(5) At any time after submission of a claimo the 
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dep~rtment may request from the claimant such information as 

is needed for a co~plete staff analysis of the claim. 

(b) As soon as practicable after filing of a claim, 

the department 5h~11 review the claim. No later than 90 days 

after filing of a clai•• the depart•ent shall issue a 

written decision. 

(7) No clai• •ay be approved unle5s the department 

finds that: 

(a) the syste• proposed for exeMption will result in 

energy savings by using renewable energy equal to or greater 

thdn energy savinqs from siMilar systeMs authorized by (this 

act); 

(b) compliance vith the requirements of [this act) 

would be iMpossible without sub5tantla1 increases in costs 

of installing the syste•; and 

(c) the systeMs proposed for exe~ption are as 

reliable, durable, and safe as si•ilar systems authorized by 

(this act]• 

(8) The decision on the clai• shall either approve or 

disapprove the clal• In whole pr in part and shall state 

reasons supporting the decision• A certificate of exe~ption 

shall be issued for those claiMs which the department 

approves. 

(91 Notice of the decision shall be sent to the 

claimant and to any person whO has requested such notice. 

-H- HB 884 
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1 Section 12. Confor~ance to building codes ~equl~ed --

l additional certification of perfor~ance. (1) To be el igiole 

3 for a ta• credit unde~ [this act]• the rPnewable energy 

~ syste• •ust receive a local building permit or depart•ent 

S approval of the syste• where a local building per•it is not 

b applicable. 

1 (ZJ Following installation, the renewable energy 

8 syste• •ust also be deter~ined by the depart•ent or its 

9 agent to be in working o~der and to ~et designated 

10 capabilities and aust be so certified. 

11 

12 

13 

Section l3o Repealer. Secti'ons iS-3i!-i8i• 15-32-101• 

iS-3i!-i8~ through 15-32-lObo 15-32-lOBt 

through 15-32-203, MCAt are repealed. 

and 15-32-201 

1~ Section 1~. Effective date and applicability. This act 

15 is effective on passage and approval and applies to all 

16 COSTS lNCUBREQ_lH taxable years beginning after Oece.Oer 3lt 

17 1978. 

-End-
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HOUSE BILL NOe 88~ 

INTRODUCED BY FAGGo NcBRIDEo METCALF• HDLMESo 

HARPER, FRATESo SHELDENo CODNEYo JOHNSONo NATHE, 

HARRINGTON, MENAHANo KESSLER• HEMSTADo 

RAHIREZo HIRSCHo KEEDYo FABREGA 

A BILL FOR AN ACT ENTITLED: •AN ACT TO BE KNOWN AS THE 

'MONTANA ENERGY CONSERVATION ACT•; PROVIDING TAX INCENTIVES 

AHB--PENA~'fES FOR RENEWABLE ENERGY SYSTEMS AND ENERGY 

CONSERVATION PRACTICES; AND REPEALING SECTIONS i5-~i-i8iy 

15-3Z-102y--i5-~i-i84 THROUGH 15-32-106, 15-32-108o AND 

15-32-201 . THROUGH 15-32-203o NCA; PROVIDING AN EFFECTIVE 

DATE.• 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF KONT~NA~ 

Section 1. Legislative findings. The legislature finds 

that the state faces proble•s in the conversion, useo and 

conservatIon of energy. The legislature sees a 

responsibility to its citizens to insure adequate supplies 

of energy needed to provide jobs and a sound econo•Y• Since 

euch of our future is dependent upon adequate energy, it is 

necessary to en~ct an energy policy that will: 

tl) provide needed energy to encourage and assist 

light and secondary industries to locate in Montana; 

(2) develop a progra• of tax incentives to encourage 

;. 
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the prevention of energy waste and the develop.ent of 

alternative energy; 

(3) design progra•s to ellainate Nasteo as it Is the 

•ajor violation of excessive energy use; 

t"l develop a progra• that Nill use the z,ooo to 2o800 

annual hours of Montana sunshine and capitalize on our wind 

resources, as Nell as our geother•al and other natural 

sources of energy. to supple..nt the traditional energy 

sources currently being used. 

Section 2. Purpose. (This act] is designed to use tax 

incentives to encourage less energy loss In structures; to 

develop and use solar, Mlndo and other for•s of renewable 

energy; and to est~bllsh guidelines and~ progra• of energy 

conservation in Montana. providing Montanans with a state 

rich in energy both for today's and toeorrov•s needs. 

Section 3. Definitions. As used In (this act) the 

fo110Ning definitions apply: 

(1) •Building• .. ans any iaprov ... nto including a 

aoblle ho .. , used for residentialo coe.ercla1t Industrial, 

or agricultural purposes, Nhich is enclosed with Nalls and a 

roof. 

(2) •oepart .. nt• -ans the depart .. nt of 

ad•inlstration established In 2-15-1001. 

(3) •ReneNab1e energy generation syste•• •eans any 

neatingo cooling, or energy producing syste• that uses at 

-2- HEI 884 
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iti. source solar. geot.heraal• wind• or bio11as.-. <·nergy or 

hydro energy produced by .. an" of a saall syst.ee l~oundlng 

not. over 20 acres in surface area or a co..,ination of any of 

the above syst .. s. 

(-\) •solar energy syst .. • .. ans an integrated srstea 

of coeponents that collectively uses solar energy to heat. 

coo1 9 or produce electricity and that has a useful life of 

at least 10 years. A solar energy systea aay include an 

actlwe. passlwe, or hybrid solar energy systea. A solar 

energy syst .... ., consist of the following COiapOfMints: 

(at gl.azlng--the solar systea coeponent that consists 

of transparent or translucent aaterials used to transait 

solar radiation and to reduce the loss of theraal energy 

froe the building or collector; 

(b) collector--the solar systea coeponem: that 

collects -lar radiation and -Y consist of an insulatad box 

( .. tal• wood, plastic• or fiberglass) with or without 

glazing that contains a solar radiation absorption surface 

and flow passages to carry the transfer eediue to be heated; 

the collector aay also be integrated with storage. for 

exa.ple• south-facing glass with .. 50ft¥Y• water tanks• or 

water tubes; 

(ct distribution or transfer ca.ponent--the solar 

syst:- c~t that circulates the working fluid between 

the st-age and conector in a ~st•c -ter heat.ing 
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systea; oro in a space conditionlnq 5yst••• tr•nsf•rs 

theraal energy fro. collector or stor~e •nd ~otl•ctor to 

the loc•tlon where It Is required; 

(d, storage coaponent--the soJar syste• ~oaponent t~at 

receives ther .. l energy and retains it for future use. Types 

of storage include: 

(il cheaic•l--che.ical storage used '" a phos&e 

transforaation of the storege aaterialo with the he~t 

storage capability largely dependent upon t~ aateriaJ•s 

latent heat of fusion or t~ energy transferred t~rough 

cheaic.a1 reactions; 

(JI) llquld--1iquld storage used to ~o-aodate beat in 

proportion to its ~ific heat capacity and teaperature 

increase; 

(lliJ aass aeteriats--concreteo .. sonry. or other heavy 

~ateria1s used to store theraal energy for heating or 

CGOl ing; 

( ivJ pebble or rock beds•-pebble be-ds or f'9<:k 1:>4tlll~ 

used to store ~ .. 1 ...-r91 for :he.lting or c,oo1 i-"'9J 

faJ tneraa1 ins~lation shutters--the solar syst~ 

coaponent that ainieizes heat 

glazing during periods of 

awai•ability but ¥hi~h does 

lOS$ tbrou,gh ~ YOHAJCt~ 

1 ittJe or no sg·J•r r-j~.ign 

not .ill'hibJt ~1.er r~tatiOft 

transai ssi o.n duri~~g peri .ods of si gni fi~ .,.,u <~Pili ty$ 

(f) .uxi 1 i ary--the soJ.ar 5)"§~ ~ ilffliP! 
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provides backup energy. Eligibility is determined by: 

(il physical connection to the solar syste~; 

(ii) provision of less than half of the annual energy 

supplied by the co•plete syste•; and 

(iii) nonreliance on fossil or radioactive fuels. 

(SI "Active solar energy system• eeans an indirect 

thermal energy syste~ that consists of co•ponents ther•ally 

isolated from the living space for collection of solar 

energy and transfer of thermal energy to provide heating, 

cooling. or both. 

(o) "Passive solar energy syste•" •eans a direct 

thermal energy systee that uses the structure of a building 

and its operable components to provide heating or cooling 

during the appropriate ti.es of the year by using the 

climate resources available at the site. 

(71 "Hybrid system• .eans a solar energy system that 

combines both passive and active coeponents into one syste~; 

for eKample. solar collectors on a roof that provide heat to 

the direct thermal storage coeponent located inside the 

insulated shell of the structure. 

Section 4. Adjust•ent in taxable value of certain 

buildings. (1) The department shall adopt rules prescribing 

heat loss standards for existing and newly constructed 

buildings. An existing building that is remodeled or a newly 

constructed buildino shall be evaluated by the department OB 
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llL!f.llil_AS_fHAiiLl~ftLllt-Ufr.IlWL_U to deter11i ne its 

designed heat loss. The depart.ent DR liS &G£HI shall then 

compute the degree to which the building evaluated is 11ore 

or less energy efficient than the established standard. The 

difference .ust be expressed as a percentage of the 

stand.ud. 

(2) After appraising a newly constructed or re111odeled 

building, the departeent of re~enue shall adjust the taxable 

value of the building to reflect the level of energy sa~ings 

o .. -- .. o~te inherent in the design of the building in 

accordance with the following ~ebte, IABLf: 

tot--1~--the--~eet--~e,,-ift-e-bui+di~-i,-+e,,-~~en-~~e 

standerd-.-the-~e+t'aw+toog-~eb+e-e~t~tHe,• 

t energy savings 

deterMined by the 

depart•ent 

0 - 10 

•ore than 

10 - 20 

more t h..:Jn 

20 - lO 

111ore than 

30 - 40 

more than 

40 - o;o 

-6-

t reduction in 

taxable value 

0 

4 

8 

12 

16 

Nu•ber of years 

reduced value 

effective 

N.A. 

10 

10 

u 
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20 

tht--*f-~~e-~ee~-+ess-+n-e-ba+ld+n~-+s-g~eete~-~hen-the 

stende~d~-the-fo++ow+ng-toh+e-e~p++es• 

.-ene~gy-~oste------------•-+nePeose-+n------Na•hep-of-ye&PS 

--------------------------~woh+e-we+ae-------pedaeed-we+ae-

-----------------------------------------------effeet+we----

---8---ta-----------------------a----------------N•A•-------
--.ope-then 

---ta---~a-----------------------\----------------ta---------

--aope-thsn . 

---~e---38----------------------a----------------ta---------

---.r.-thon 

---38---48---------------------t~-~--------------t~---------

---.~e-thon 

---4a---sa---------------------t6----------------t~---------

--.. ~e-thon 

-----~e------------------------~a----------------~e---------

(3» It is the intent of this section that no credit 

under [this act) be allowed for capital invest•ent for 

energy conservation ~-~eno+t+es-be-o~++ed-fo~-ene~gy-woste 

if the construction •eets the standards set forth in the 

rules established by the depart.ant. The rules adopted shall 

be based on the best current available information sources. 

including the national bureau of standardso the depart•ent 
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of housing and urban developmento and any othPr federal 

agencies, professional societieso or credible research 

organizations that are involved in the field of heating, 

cooling. and ventilating or renewable energy usage. 

(-\) The depart•ent shall annually update rules and 

standards to confor• to the new •ethods of construction and 

the availability of •aterials that would raise the standards 

established by the depart.anto 

(51 The departaent shall adopt rules for the 

certification of new and remodeled construction eligible for 

taK incentives ond-peno+t+es described under this section. 

The depart•ent may inspect such construction for application 

of the tax incentives ond-peno+t+es described in subsection 

(2»· 

Section 5. TaK credits for renewable energy systems. 

(l) There is a11owed as a credit against the taxes imposed 

in 15-30-103, 15-30-104o and 15-31-101: 

(a) an a•ount equal to the lesser of ss,ooo or l5t of 

the cost incurred by the taKpayer in installing an approved 

renewable energy systeM in a sinqle-family dwelling that is 

the taxpayer's principal dwelling; 

(b) an a•ount equal to the lesser of llOOoOOO or· 55~ 

of the cost incurred by the taKpayer in installing an 

approved renewable energy systeM in a building other than 

that described in (1)(a) above. 
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{2) No renewable energy systea may be approved unless 

it meets the ainiaua standards published by the departaent. 

1Jl_JJ:lL_MIQ\ltil_!lf-ll::lLUfll.IJ!AL~IJLUUf.ILltiE_l&! 

LlABlLlil FOR THf tEAR IN WHICH THE COSii_Df_ltlf SXSIEM ARE 

UKJ,!&!WLIU.Jt:ILURSQH CLUMING 6 [,REQIJ, 

L~--~O__[,BEOIT MAY BE CLAinED FOB SO MilCH Qf I~Oi!S 

Df_ltif_R~f~f_f~ERGY SySTEM Ai_1S_~AHr.~eY 6 SIAIEa 

f.E.Qf.RA~OB..-£.1UYA.IL!i.Utli& 

SEC!IQN p, THEBE IS A NEW MC.A SECTION TH61-RfAQi~ 

Application fees. 111 No tax benefit aay be received 

under [sections 4 and 5] unless the taxpayer so requests 

through procedures adopted by the departaent. 

12) The eligible taxpayer shall apply to the 

department or its designated agent and shall subait a fee as 

described in subsection (3) to cover the costs of evaluating 

the plans or material describing the renewable energy 

system. Any portion of the fee not used in evaluating the 

systea must be returned to the applicant• 

{3} The following fees aust be subaitted with an 

application for adjustment in the taxable value of a 

building under [section It} and for tax credits for renewable 

energy systeas under [section 5]: 

{a) for evaluations under [section it]: 

{i) l 1/2% of the first SloOOO of the total cost of 

the improvement; 
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{ii) 1% of the next ,..,,000 of the total cost of the 

i~prove.ant; and 

(iii) 1/2~ of the total cost of the improve.ent in 

excess of ss,ooo; 

(b) for evaluations under (section 5] a fee of 1% of 

the cost of the systea. 

Section 1. Required energy conservation •easures. Lll 

Every renewable energy systee installed after July 1, t979t 

in order to qualify for an inco•e tax credito must also 

include Installation of the ~e++ew+n~ energy conservation 

seasures• f~UHfB&IEO IN SusSEt!ION (21 8 

ttt--A++-eeeess+b+e-we++s-and-ee+++n~s-or-a~~+e--speees 

aas~-~e-fnsu+ated-~e-a-•a.•+-ef-R-t9w 

fit--•++--wfndows~--d~s~-and-buf+dfnq-see.s-+n-hea~ed 

ree~s-end-straetures-aas~-ee-weatft8rs~rfpped-and-eau+ked--to 

-+n+-+re-a+r-inf++~rot+Oftw 

t~t--A++---exfs~+~---weter---heeters--tha~--sopp+e~nt 

e+ternete-enerqy-systeas-.ast-b@--re~+tted--wfth--addftfena+ 

fnso+atfon--wfth--e-ther•e+-resfstanee-wa+oe-of-R-6-or-she++ 

fne+ode-a-•+n+au~-ther.a+--res+stenee--o~--the--tota+--weter 

heeter-+nsu+atfon-jeeket-o~-R-ti• 

t~t--•++--weter--bas+n--~eueets-end-shewer-heads-+n-new 

eenstraet+on-aust-be-e~ofpped-wfth-+ow-f+ow-6ewfees-rated-et 

a-~ex+~uM-ef-3-qa++ons-per-•+nute. 

fSt--A++--wfndows--aust--be---equfppee---wfth---ther~e+ 
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~"~~+e~+oft-~~~~·~~·-~~e~M-w~"do.~.-o~-do~bf@-g+er~ng• 

j2) I HE O~HI!.ll!~L.lt:WJ._~fLI!.UJ.f.LAWL~lAI:lll!I!.~-E QB 

I.t1f__~IAU.!li O!L_QE __ It!L-Ei.lU.Q.Ii.lt.ik-f~Riii __ QJf:jS;fD Alilll:l 

l!fll!.lalli. 

(A) lf:jSULATI!J.f:j_~-~--AtuSSIBLE 11!1.l.i _ _MW 

t.flllfj~!J'B-Alil.Lif!illl 

~till.ULA.lliUf __ RE!Wl!!...El1.UH __ IO _ __!UfU!Ull ___ AlR 

INfiLTRATION_EO& All HINQOIISr QQQRSr ANQ BUlLQl~_ifA~i__l~ 

liUif1l RQOMS AtULli&Jtl.UBll.l 

LU-lfUUUllllti_Lfl.EJ..L_fllfl_ALLE!llllrHWI!IEBJi~!l.fB.l 

$UfPLEME~1fP-M11H ALIE&NATE ENERGY'SYSTEMS; 

1n} MAXIHUH_ti!IER ElOH_&6lfi_fQR_H6lfR__BA~M__EA~ 

AWLSHDWER l:lfAQLfOR NEW tQfjS!BUCTION& 

Lfl_ 1 ttSTt.LLAI ION QLIH~AL-lll.i!.ILA!liltLiti.U!IESh_ll.Q.&.H 

ltlND OW S • DB POUBi.L!il.!lltf1i_jj!LA.LL.ItltlP.Ciih 

Section e. Eligible syste•s• Renewable energy syste•s 

eligiblP. for a tax credit under the provisions of {section 

5) Include but are not li•ited to: 

(1) solar energy syste•s• including: 

(a) active solar energy syste•s; 

(b) passive solar energy systeas; and 

(CJ hybrid solar energy syste•si 

(2) wind energy conversion syste•s that provide energy 

for heating, cooling, electricity• or •echanical purposes; 

f3) geothermal energy systeMs; 
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(It) (a) bio•ass energy conversion systems. ~ne+ad+no 

f!tL~ wood stoves •ee~~n~-~~r~e~-e~~~e~eney-~tenderds 

end-~sed-~o~-ea•~+~ery-heet AHQ_fl&ffLA~~ii 

(b) bio•ass syste•s using the decomposition. 

fermentation, or distillation or any combination of those 

processes for the production of direct heat or fuel; and 

(c) ~oodwaste syste•s used for the production of 

electricity; 

(51 hydro energy syste•s producing electrical or 

eechanical energy by •eans of a s~all system impounding not 

over 20 acres in surface area; or 

(6) any co•bination of the above systems. 

Section 9. Depart•ent 

procedures for clai•ing tax 

of revenue 

credits. The 

to establish 

department of 

revenue shall establish procedures and forms for claiming 

tax credits for renewable energy systems approved by the 

department. 

Section lOo Certification of renewable energy systems. 

(1) The department shall adopt rules and develop procedures 

and forms for the certification of renewable energy systems. 

(2) The department must act on an application tor 

certification within 90 days fro• receipt of a complete 

application. 

Section 11. tlai•s of exemption. (1) A person who 

wishes to clai• tax credit for any proposed renewable energy 

-12- HB 88'o 
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systea other than as provided in {this act] aust file a 

claie of exeaption and obtain approval of eligibility in 

accordance with the provisions of this section. The clai•ant 

In all proceedings under this section assu•es the burden of 

proof. 

(2) A clai• aay only be aade on a fora published by 

the departaent. The foras shall be revised as necessary to 

assist claiaants In providing the lnfor•atlon necessary to 

substantiate a clal•• The clala shall be verified by the 

claimant, and the clai•ant Is subject to the penalty 

provided in 45-7-202 for a false clala. 

(3) The departaent •ay adopt 

supporting documentation of the clala. 

shall include when relevant: 

rules requiring 

The docueentation 

(a) a description of the systeeo Including appropriate 

design drawings and specifications; 

(b) an analysis of the predicted perfor•ance of the 

system, Including the esti•ated aaount of conventional 

energy displaced; 

(c) any additional evidence in support of the claia. 

(4) The clalaant shall subalt two copies of the clai• 

of exe~tion to the departaent. Only one copy of supporting 

documentation need be Included unless the departeent 

requests otherwise. 

(5) At any tiae after submission of a claim• the 
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department •ay request fro• the claiaant such infor•ation as 

is needed for a coaplete staff analysis of the clai•• 

(&) As soon as practicable after filing of a claiao 

the depart•ent shall review the claia. No later than 90 days 

after filing of a clalao the departaent shall Issue a 

written decision. 

17) No claia aay be approved unless the depart•ent 

finds that: 

{a) the systea proposed for exeaption will result In 

energy savings by using renewable energy equal to or greater 

than energy savings froa slailar systeas authorized by (this 

act}; 

(b) coapllante with the requlreaents of [this act] 

would be i•possible without substantial increases in costs 

of Installing the systea; and 

(c) the systeas proposed for exeaption are as 

reliable, durable, and safe as slallar systeas authorized by 

[this act]. 

(8) The decision on the clai• shall either approve or 

disapprove the c1ai• in whole or in part and shall state 

reasons supporting the decision. A certificate of eKemption 

shall be issued for those clai•s which the depart•ent 

approves. 

{9) Notice of the decision shall be sent to the 

c1al•ant and to any person who has requested such notice. 
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1 Seetion 12. Conforaance to building codes required 

2 additional certification of perforMance• Clt To be eligible 

3 for a tax credit u~der (this act}• the renewable energy 

ft systee .ust recei~e a local building pereit or departeen\ 

S approval of the systee where a local building pereit is not 

6 applicable. 

1 (2) Following installation• the renewable energy 

1 systee eust also be detereined by the departeent or Its 

9 agent to be In working order and to ... t designated 

10 capabilities and eust be so certified. 

11 Sectlon.13. Repealer. Sectlo~s t5-~f-t8t• 15-32-102• 

12 ~~!·t84 through 1'-JZ-106• 15-32-101• and 15-32-ZOl 

13 thro~ 15-Jl-ZOJ• "'A• are repealed. 

14 Section 14. Effective date aod applicability. This act 

1' is effective on passege and approval and applies to all 

16 ~SIS fiCUIIEO JN taxable years beginning after Oece~er 31• 

ll 1978. 

-End-
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