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3 

't A BILL FOR AN ACT ENTITLED: "AN ACT TO BE KNOWN AS THE 

5 "HONTANA Ei'IERGY CONSERVATION ACT" i PROVIDING TAX INCE'ITIVES 

" FGR R2:oC!A 3LE ENERGY SYSTEHS AND fi'-!CRUY CG';5<::0,VATION 

1 P~ACTICES; REP~ALING SECTIO~S 15-32-102 THROUGH 15-32-1D6, 

8 15-3Z-108, AND 15-32-201 THROUGH 15-32-203, riCA; AND 

9 PROVIDING AN EFFECTIVE DATE.• 

10 

11 8E IT Ei~ACTED BY THE LEGISLATURE OF THE STATE OF i"!ONTMIA: 

12 Section 1. Leyislative fin~ings. Thz legislature finds 

13 that the state faces problems in tha conversion, us~, and 

14 conservation of energy. The l~gisla1:ure se~s a 

15 rasp~nsibility to its citizens to insure adequate supplies 

16 of 2nergy needed to provide jobs 3n~ a sound econD~Y· 5ince 

11 much of our future is dependent upon adequate energy, it is 

1 0 ,, r.ecessary to enact an energy policy that will: 

19 (1) provide needed energy to encourage and assist 

20 light and secondary industries to locate in ~ontana; 

21 {2) develop .3 pro£r01m of tax inc.:ntives to 2ncourac;e 

22 the prev·:nt ion of energy waste and the development of 

23 alternative energy; 

24 (3) design programs to eliminate waste, as it is the 

25 major consequence of excessive energy use; 
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{4) develop a program that will use the z,coo to z,aoo 

annu5l hours of Montana sunshine and capitalize on our wind 

resources, as well as our geothermal and other natural 

sources of energy, to supplement 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, 3nd other forms of renewable 

anergy; and to establish guidelines and a program of energy 

conservation in Montana, providin~ Montanans with a state 

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

Section 3. Definitions. As used in [this act] the 

following definitions apply: 

(1) "Buildin':l" means any improvement, including a 

mobile home, used for residential, commercial, industrial, 

or agricultural purposes that is enclosed with walls and a 

roof. 

{2) •Oepartwent" 11eans the department of 

administration established in 2-15-1001. 

(3) "Renewable energy ge~aration system" means any 

heating, cooling, or energy-producing system that uses as 

its source solar, geothermal, wind, or biomass energy or 

hydro energy produced by means of a small system impounding 

not over 20 acres in surface area or a combination of any of 

the above systems. 
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(4) •solar energy system• means an integrated system 

o~ components that collectively uses solar energy to heat, 

cool, or produce electricity and that has a useful li~e of 

at least 10 years. A solar energy system may include an 

active, passive, or hybrid solnr en~rgy system. A solar 

energy system may consist o~ the ~allowing components: 

(a) glazing--the sclar system component that consists 

o~ transparent or translucent materials used to transmit 

solar radiation and to reduce the loss o~ thermal energy 

~rom the building or collector; 

{b) collector--the solar system component that 

collects solar radiation and may consist o~ an insulated box 

(metal, wood, plastic, or ~iberglass) with or without 

glazing that contains a solar radiation ~bsorption sur~ace 

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

the collector may also be integrated with storage, ~or 

example, south-~acing glass with masonry, w3ter tanks, or 

water tubes; 

(c) distribution or trans~er component--the solar 

system component that circulates the working ~luid between 

the storage and collector in a domestic water heating 

system; or, in a space conditioning system, transfers 

thermal energy from collector or storage and collector to 

the location where it is required; 

(d) storage component--the solar system component that 
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receives thermal energy and retains it ~or ~uture use. Types 

o~ storage include: 

(i) chemical--chemical storage used as a phas.c 

trans~ormation o~ the storage material, with the heat 

storage capability largely dependent upon the mat~rial's 

latent heat o~ fusion or the energy tran~ferred through 

chemical reactions; 

{ii) liquia--liquid storage used to accommodate heat in 

proportion to its specific heat capacity and tefflper2ture 

incr~'ase; 

(iii) mass materials--concrete, masonry, or other heavy 

materials used to store thermal energy ~or h,~ating :)r 

cooling; 

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

to store thermal energy ~or heating or cooling; 

(e) thar.nal insulation shutters--the solcr systew 

component that minimizes heat loss through the collector 

~lazing during periods o~ little or no sclar r2aiation 

availability but that does not Inhibit solar radiation 

transmission during periods of signi~lcant availa3ility; 

(f) auxiliary--the solar system component that 

provides bcckup energy. Eligibility Is determinea by: 

(i) physical connection to the solar system; 

{ii) provision o~ less than hal~ of the annual energy 

supplied by the complete system; and 
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{iii) nonreliance on fossil or radioactive fuels. 

(5) "Active solar energy system• means an indirect 

thermal energy system that consists of components thermally 

isolated from the living space for collection of sclar 

energy and transfer of thermal energy to provide heating, 

cooling, or both. 

(6) "Passive solar energy 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 appr~priate times of the y~lr by usins th~ 

cl imat,= resourc€s available at trw sit>!• 

(7) "Hybrid system• means a <;alar en.,rgy sys':<•• th3t 

combines both passive and active components in~o one syst~m; 

for example, solar collectors on a roof that provide heat t~ 

t~e direct thermal storage component l~c~ted inside ttiE 

insulated shell of the structure. 

Section 4• Adjustment in taxabl~ value of certain 

buildings. (1) The depart~ent shall adopt rules rrescribing 

h•at loss standards for existing and newly constructed 

buil~ings. Ar. existing builrling that is remodeled or a n~wly 

constructed building shall be evaluated by the decartm~nt or 

its agent 

Jepa rt.nent 

tc 

or 

determine 

its agent 

its designeJ heat l':JSSo Th~ 

shall th~n compute the degree to 

which the building evaluated is more or less energy 

efficient tt.an the established stanrla rd. The difference must 

-5-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1247/01 

be expressed as a percentage of the standard. 

(2) After appraising a newly constructed or remodeled 

building, the department of revenue shall adjust the taxable 

value of the building to reflect the level of energy savings 

inherent in the design of the buildiny in accordance with 

the following table: 

% energy savings 

determined by 

the department 

0 - 10 

more than 10 - 20 

more than 20 - 30 

more tnan 30 - 40 

more than 40 - 50 

more than 50 

.t reduction in 

taxable value 

0 

4 

8 

12 

16 

20 

Number of years 

reduced value 

effective 

N.A. 

10 

10 

15 

15 

20 

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

unG~r [this act] be allowed for capital investment for 

ener-gy conservation if the construction meets only the 

minimum standards set forth in the rules established by the 

department. The rules adopted shall be based on the best 

current availaole information sources, including the 

national bureau of stand~rds, the dep3rtment of housin~ and 

urban development, 3nd any other federal agencies, 

professional soci"ties, or creditable research organizations 

that are involved in the field of heating, cooling, and 

-
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ventilating or ren~wable energy usage. 

(4) The department shall annually update rules and 

standards to conform to the new methods of construction and 

the availability of materials that would r3ise the standards 

established by the department. 

{5) The department shall adopt rules for the 

certification of new and remodeled construction eligible for 

tax incentives described under this section. The department 

may inspect such construction for application of the tax 

incentives described In subsection (2). 

Section 5. Tax credits for renewable energy systems. 

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

in 15-3Q-103, 15-30-104, and 15-31-101: 

{a) an amount 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) an amount equal to the lesser of ~100 9 000 or 55~ 

of the cost incurred by the taxpayer in installing an 

approved renewable energy system In a building other than 

that described In subsection (1)(a) above. 

(2) No renewable energy system may be approved unless 

it meets the minimum standards published by the department. 

(3) The amount of the credit may not exceed the tax 

liability for the year in which the costs of the system are 
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incurred by the person claiming a credit. 

(4) No credit may be claimed for so much of the costs 

of the renewable energy system as is financed by a state, 

federal, or private grant. 

Section 6• Application fees. (1) No tax benefit may be 

received under [sections 4 and 5] unless the taxp3yer sc 

requests through procedur~s adopted by the de?artment. 

(2) The eligible taxpayer shall apply to the 

department or its designated agent and shall subn'it a fee as 

described in subsection (3) to cover the costs of evaluatin~ 

the plans or material describing the renewable energy 

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

system .ust 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]: 

(i) 1.5% of the first S1 9 000 of the total cost of the 

improvement; 

{ii} 1t of the next S4,000 of the total cost of the 

improvement; and 

(iii) 0.5% of the total cost of the Improvement in 

excess of s5,ooo; 

(b) for evaluations under [section 5) a fee of lt of 
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the cost of the system. 

Section 7o Required energy conservation measures. {1) 

Every renewable energy system installed after July 1, 1981, 

in order to qualify for an income tax credit 9 must also 

include installation of the energy conservation measures 

enumerated in subsection {2)• 

(2) The department shall adopt rules and standards for 

tr.e installation of the followln1 energy conservation 

m-eas,Jres: 

(a) insulation levels fo.- ~ccessible walls 

ceilings or attic spaces; 

(b) installation requirements to minimize 

infiltration for all windows, doors, and building seams 

heated rooms and structures; 

and 

air 

in 

(c) insulation levels for all existing water heaters 

supplem~nted with 3lternate energy systems; 

(d) maximum water flow rates for water basin faucets 

and shower heads for new construction; 

(e) installation of thermal insulation shutt~rs. storm 

windows, or double glazing on all ·.rindows. 

Section s. El i3ible systems. Renewable ener~y systems 

eligible for a tax credit under the provisions of [section 

5] include but are not 1 imited to: 

(1) solar energy systems, including: 

(a) active solar energy systems; 
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(2) wind energy conversion systems that provide energy 

for heating, cooling 9 electricity, or mechanical purposes; 

(3) geothermal energy systeas; 

(4) (a) biomass energy conversion systems. excludln~ 

wood stoves and fireplaces; 

(b) biomass systems using 

fermentation, or distillation or any 

the decomposition• 

combination of those 

processes for the production of direct heat or fuel; and 

(c) woodwaste systems used for the production of 

electricity; 

(5) hydro energy systems producing electrical or 

mechanical energy by means of a small system impounding not 

over ZO acres in surface area; or 

(6) any combination of the above systems. 

Section 9. Department 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 10. Certification of renewable energy systems. 

(1) The department shall adopt rules and develop procedures 

and forms for the ~ertificatlon of renewable energy systems. 

(2) The department must act on an application for 
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certification within 90 days from receipt of a complete 

application. 

Section 11. Claims of exemption. (1) A person who 

wishes to claim tax c~edlt for any proposed renewable energy 

system other than as p~ovided 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 assumes the ~urden of 

p~oof. 

{2) A claim may be made only on a form published by 

the department. The forms shall be revised as necessary to 

assist claimants In providing the info~mation necessary to 

substantiate a claim. The claim shall be ve~ified by the 

claimant, and the claimant Is subject to the penalty 

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

(3) The department may adopt rules requiring 

supporting documentation of the claim. The documentation 

shall include when ~elevant: 

{a} a description of the system• including appropriate 

design drawings and specifications; 

(b) an analysis of the predicted performance of the 

systemw including the estimated amount of conventional 

energy displaced; 

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

(4) The claimant shall submit two copies of the claim 

-ll-
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of exemption to the de~artmento Only one copy of supporting 

documentation need be included unless the department 

requests otherwise. 

(5) At any time after submission of 2 claim, the 

department may request from the claimant such information as 

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

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

the department shall review the claim. No later than 90 days 

after filing of a claim, the department shall issue a 

written decision. 

(7} No clai~ •ay be approved unless the department 

finds that: 

(a) the system proposed for exemption will result in 

energy savings by using renewable energy equal to or greater 

than energy savings from similar systems authorized by [this 

act]; 

(b) compliance with the requirements of [this act] 

would be impossible without substantial increases in costs 

of installing the system; and 

(c) the systems proposed for exemption are as 

reliable, durable, and safe as similar systems authorized by 

[this act]• 

(8) The decision on the claim shall either approve or 

disapprove the claim in whole or in part and shall state 

reasons supporting the decision. A certificate of exem~tion 

-12-
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1 shall be issued for those claims which the department 

2 approves. 

3 (9) Notice of the decision shall be sent to t~e 

4 claimant and to any person who has requested such notice. 

5 

"' 
7 

6 

9 

lC 

ll 

Section 12. Conformance to building codes required 

3dditional certification of performancg. (1) To be eligible 

for a tax credit under [this act]• the renewable energy 

system must receive a local builjing p~rmit or department 

approval of the system if a local building permit is not 

ap~licable. 

(2) Following installation, the renewable energy 

12 system •ust also be determined by the department or its 

13 agent to be in ~orkinq order and to meet designated 

14 capabilities and must be so certified. 

15 Section 13. Repealer. Sections 15-32-102 through 

16 15-32-106, 15-32-lOa, and 15-32-201 through 15-32-203, MeA, 

17 are repealad. 

18 Section 14• Effective date and applicability. This act 

19 is effective on passage and approval and applies to all 

21) taxable years beginning after December 31• 1980. 

-End-
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STATE OF MONTANA 
REQUEST NO. 386-81 

FISCAL NOTE 

Furm BD-15 

In compliance with a written request received i&'b:~:uary lS , 19 ..81.-- , there is hereby submitted a Fiscal Note 

for _HOUSE B_ILL 707 pursuant to 'Title 5, Chapter 4, Part 2 of the Montana Code Annotated (MCA). 

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 
An act to be known as the "Montana Energy Conservation Act", providing tax incentives for 
renewable energy systems and energy conservation. 

FISCAL INFORMATION DEPARTMENT OF ADMINISTRATION 

REVENUE AND EXPENDITURE IMPACT FY 82 FY 83 
Amount Under Amount Under Increase Amount Under Amount Under Increase 

State Impact: Existing Law Proposed Law (Decrease) Existing Law Proposed Law (Decrease) 

Revenue: 
Earmarked 
(permit fees) 1, 171,661 1,171,661 0 1,221,855 1,221, 855 0 

' Energy Rev. 843,898 843,898 945,166 945,166 
Fees 

Expenditures: 
Personal Serv. 815,890 1,488,693 672,803 816,080 1,569,619 753,539 
Operating Exp. 352,347 504,242 151,895 402,351 572,473 170' 122 
Capital Outlay 3,424 22,624 .19' 200 3,424 24,929 21 '505 
Total Expend. 1,171' 661 2,015,559 843,898 1,221,855 2,167,021 945,166 

Net Effect 
(Rev. less Costs) 0 0 0 0 0 

REVENUE IMPACT: DEPARTMENT OF REVENUE 

ASSUMPTIONS 
1. There will be 300 renewable energy devices installed in homes each fiscal lear. 

In 1979, there were 198 legitimate claims for the alternative energy credit. 
2. There will be 50 commercial installations each fiscal year. 
3. Residential devices will cost an average of $3,000 each and commercial units will 

average $15,000 each. 
4. The proposal does not allow the carryover of unused credits, therefore the income 

distribution of taxpayers claiming the alternative energy credit in 1979 and income 
tax liability figures are used to estimate the changes in individual income tax 
revenues. 

5. No data are available to estimate the impact on property tax revenue. 

BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: ---------

0 



STATE OF MONTANA 
REQUEST NO. 386-81 

FISCAL NOTE 

Form BIJ· 15 

In compliance with a written request received February 18 19 _.81_, there is hereby submitted a Fiscal Note 

for "~otJSE_ BILL 707 pursuant to 1Title 5, Chapter 4, Part 2 of the Montana Code Annotated (MCA). 

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. 

FISCAL IMPACT 

Corp. License Tax & Indiv. Inc. 
Under current law 
Under proposed law 
Estimated Decrease 

University Levy 
Under current law 
Under proposed law 

EFFECT ON LOCAL GOVERNMENT 

FY 82 
Tax 

$207,256,000 
206,604,198 

($ 651 ,802) 

UNKNOWN 

FY 83 

$214,393,000 
213,741,198 

($ 651,802) 

UNKNOWN 

Local government should experience a decrease in revenues because of the adjustments of 
taxable values. Presumably, the addition of renewable energy systems would tend to increase 
taxable values of homes. On net, it is felt that the reduction in taxable values proposed 
by this bill will negate any increases in taxable values due to the improvements. 
Furthermore, the impact on revenue would tend to increase over time due to the length of 
time the reduced taxable values are in effect. 

TECHNICAL NOTE 

Note that the estimated fiscal impact may be conservative. This proposal and the 
current Federal program can result in maximum credits of 105% of the installation cost. 
This could result in large increases in the installation of these devices. 

BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: __b_:j_~_<61 _____ _ 


