SENATE BILL NO. 283

Introduced: 01/25/83

Referred to Committee on Natural Resources: 01/25/83
Hearing: 2/7/83
Report: 02/15/83, Do Pass, As Amended

2nd Reading: 02/17/83

On Motion, 2/18/83, That The Bill Be Taken From Engrossing
and Rereferred To 2nd Reading. Motion Passed.

On Motion, 2/16/83, That The Bill Be Taken From 2nd Reading
and Rereferred To The Committee on Taxation. Motion
Carried.

Rereferred to Committee on Taxation: 2/18/83
Report: 03/01/83, Do Pass

2nd Reading: 03/03/83
3rd Reading: 03/04/83

Transmitted to House: 3/4/83

Referred to Committee on Taxation: 03/07/83
Hearing: 3/17/83
Report: 03/23/83, Be Concurred In, As Amended

2nd Reading: 03/04/83, Be Not Concurred In
Bill Killed,
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. BILL NO. AT
) L4 Jéﬁbﬁx&
INTRODUCED BY (Pl

A BILL FOR AN ACT ENTITLED: ™“AN ACY PROVIDING A TAX CREDIY

FDR  THE INSTALLATICON OF SOLAR ENERGY SYSTEMS IN MONTANA;
DEFINING SUCH SYSTEMS; AND PROVIDING RULEMAKING AUTHORITY TO
ESTABLISH CRITERIA FOR SUCH SYSTEMS; REPEALING SECTIONS

15-32-201 THROUGH 15-32-203¢ M{A.™

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

Section le Short title« This act may be cited as the
"Montana Solar Tax Credit Act of 1983%,

Section 2« Definitionse AS used in [this act]s unless
the context requires otherwisey the Following definitions
apply:

(1) ™Active thermal system™ means a system that uses
solar devices thermally isolated from the 1living or
commercial space to provide for collections storages or
distribution of solar energy for heatings coolings hot
watery ov electricitye

{2} "Dwelling™ means a building or portion thereof
used for residential purposes and inctudes single—family
residencessy wmobile homesy and the individual wunits of
condominiumse cooperativess apartment buildingsy or other

similar multiple dwellings.
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{3} “Enerqy conservation measures® includes but is not
limited to load management devicess flue dampersy efficiency
increasing devicesy insulation above standards set by
building codesy water heating insulation jacketsy water
heater and distribution system timing devicesy and shower
and faucet flow-reducing devicese.

{%#) ™Installed» means placed in position in a
functionally operative state.

{5) ™Dwner™ includes a recorded holder of legal tities
a lessee with at least 3 years vremaining on his Teases the
holder of a recorded easements a person purchasing premises
under a contract of sale or who holds shares orFr wembership
in a coouperative housing corporations which holding is a
requisite to the exclusive right of occupancy to the
premisesy ©r a person who is a member of a nonprofit
corporation or association that is a recorded holder of
Teqal titles

{6} ™rPassive thermal system™ means a system that uses
the structural elements of the buildings not augmented by
mechanical componentss to provide for collections storages
or distribution of solar energy for heating or <cooling in
residential and commercial applicationsa

(7) ™Premises™ means the principal stationary laocation
in Montana where the system is installed for direct use or

for purposas of sale of energy and includes landy easementsy
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buildings or portions thereof such as roofse and mobile
homesae

{8) ®Semipassive thermal system™ means & system thot
uses the structure of a buiiding. augnented by mechanical
componentssy to provide for callections storages or
distribution of solar energy for heating or cooling in
residential and commercial applications.

{9) "Solar device™ means the equipment associated with
the collectiony conversiony transfers distributiony storages
or control of solar energy. In the case of a Solar device
assoéiated with two or more solar energy systemsy the credit
allowed for the solar device may be taken for any one of the
systems or divided equally among themes .

- (10} ™Solar energy system™ means the use of solar
devicesy including but not 1limited to passive thermal
systemsy semipassive thermal systemsy active  thermal
systems, photovoltaic systems, and wind-driven systemsy with
a useful life of at least 3 years and used for the direct
production of energy for resale or use and for the
individual functions of:

{3) domesticy recreationals therapeutice or service
water heating;

{b) space conditioning;

‘(c) production of electricity;

{d) process heaty including distillation;

-3

10
11
12
13
14
15
16
17
18
19
20
21
2z
23
24

25

LC loCasal

{e) solar mechanical energy; or

(f) wind energy for the production of electricity or
mechanical works.

section 3. Tax credit for solar system —— dwellingse.
The owner of 3 dwelling located in Montana on which @ solar
energy system 15 installed may claim a tax credit in an
amount equal to 60% of the eligible costs incurreds to be
taken against the tax 1liability imposed upon the owner
pursuant to Title 15y chapter 30 or 31.

Section 4 fligible costse (1} For the purposes of
determining the amount of the tax credit that may be claimed
pursuant to [section 3 or S5Je« eligible costs include
purchase costse installation chargesy monthly lease
paymentss and the compensation paid to the owher of burdened
property in connection with the acquisition of a solar
easement as provided for in Title 70y chapter 17+ part 3.
Energy conservation measures applied in conjunction with
solar energy systems to reduce the total cost or backup
energy requirements of such systems are considered part of
the systems and are eligible costse. Interest charges are
not eligible costs.

(2) The eligible costs of any solar energy system
eligible for the credit provided under this section must be
reduced by any grant provided by a state or federal agency

for such a system.
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Section 5. Tax credit for solar system — premises
other than dwellingss The owner of premises other than a
dwellings located in Montanas on which a solar energy System
is installed may claim a tax credit in an amount equal to
252 of the eligible costs incurreds to be taken against the
tax liabidlity imposed upon the ouwner pursuant to Title 15,
chapter 20 or 3i.

Section 6« GLimitation on credit. (1) Yo the extent
that the federal energy tax credit for costs incurred by a
taxpayer for the purchase and installation of a solar energy
system is allowed or allowables the State tax credit
provided for in {section 3 or 3] must be reduced by the
amount of any federal credit so that the effective credit
for any taxable year does not exceed 60T of eliqgible costse

{2) The +total amount oF credit available to any
taxpayer may not exceed $34000 per solar energy systems

Section 7« Carvyover of credit. The tax credit allowed
under {section 3 or 5] is to be deducted from the taxpayer®s
income tax liability for the taxable vyear in which the
system invested in by the taxpayer is installeds If the
amount of the tax credit exceeds the taxpayer's income tax
liabidity for the taxable years the amount that exceeds the
tax liabiVity may be carrled over for credit against the
taxpayer®s income tax liability in the next succeeding

taxable year or years until the total amount of the tax
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credit has been deducted from tax Viability. Howevers no
tax credit may be carried over for deduction after the
fourth taxable year succeeding the taxable year in which the
system was installed.

Section B. Apportionment of credite. If a solar energy
system serves two or ®cfe dwellingse the owner or owners of
the system are eligible for the tax credit provided in
[section 3] in preportion te the number of dwellings serveds
The amount of the credit must be determined by dividing the
eligible costs of the system by the number of dwellings
served.

Section 9. Special provision for owner-builders. The
owner-builder or owner-developer of 3 new home may elect not
to claim the solar energy tax credit for any or dll systems
installed on a new homeas If an owner—builder of
owner—-daveloper irrevocably elects not to claim the tax
credit provided for in {section 3]s the original purchaser
of the new home on which the system is installed may claim
the credite In claiming the credits the purchaser shall
confirm the election by a written document signed by the
ownar~builder or owner-developer.

Section 10. Leased solar energy systemsa Taxpayers who
laase a solar energy system are =ligible for the tax credit
provided in ([section 3 or 5]j. In any yearsy the credit

applies only to the grincipal recovery portion of lease
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payments made during that year and to amounts expended on a
portion of the system purchased under the lease . agreement
during that vyeara As used in this sections "principal
recovery portion® means the cost incurred by the lessor in
acquiring the solar energy systems including equipment and
installation costs in a purchase agreement or prumissory
notey but does not include interest charges or maintenance
expenses.

Section lla Rulemaking. The department of natural
resources and conservation shall establish guidelines and
criteria for solar energy systems that are eligible for the
tax credit provided by [section 3 or 5]« Such gquidelines
and criteria are limited to w@inimum standards for the
safetyy reliabilitys and durability of solar energy systems.

Section 12« Repealer. Sections 15-32-201 through
15-32-203y MCAy are repealteda

-End—



STATE OF MONTANA
REQUEST NO.

FISCAL NOTE

Forme B A

January 26, .4 83

vrocatrploance with a written request received .2, there is hereby submitted a Fiscal Note

T ‘%enate B“_,l_ _%_8._3'¢_ -— pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembiy.

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

ot the Lemisiature upon request.

DESCRTPTION OF PROPOSED LEGISLATION:

Senate Bill 283 provides a tax credit for the installation of solar energy systems
in Montana; defines such systems; and provides rulemaking authority to establish
criteria for such systems.

ASSUMPTLONS :

1)  An engineer (grade 15, step 2) will be required for one year to reveiw existing
standards and develop standards for Montana.
2) Safety standards will be covered by building codes.

FISCAL IMPACT:

Lower bound estimates of the reduction of individual income tax collections are
$496,000 and $592,000 for fiscal years 1984 and 1985, respectively. These estimates
are based on the amount of credits likely to be produced by the continuation of the
existing alternative energy credit. However, the bill would greatly liberalize the
credit by increasing the credit rates, increasing the maximum credit, and increasing
the types of investments which would qualify. All of these factors will lead to a
greater decline in revenues.

No estimate of the reduction in corporate license tax collections is possible since
no data is available.

Expenditures FY 84 FY 85
Personal Services: :
Salary § 21,872 $  -0-
Benefits (@ 20%) , 4,374 . =0-
Total § 26,246 $ -0-
Continued

BUDGET DIRECTOR
Office of Budget and Pro%] m Planning

Date: 3 l -
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LONG-RANGE EFFECTS OF PROPOSED LEGISLATION:

Since the proposed state credit is tied to the federal credit, the revenue impact

will be greatly increased when and if the federal credit is reduced or eliminated.
The elimination of the federal credit, for example, would increase to state credit
from 20% to 60%, leading to a greater impact on individual income tax collections.

TECHNICAL OR MECHANICAL DEFECTS OR CONFLICTS WITH EXISTING LEGISLATION:

1

2)

3)

The proposal extends credits to more types of investments than the federal
government allows. Hence, the credit rate for the investments not allowed by
the IRS will be 60% not 209.

Section 4 includes energy conservation measures in eligible costs of the system.
This could be construed to include conservation measures applied to the dwelling,
not just the alternative energy system. In this case, the credit rate will be
45% for this portion of the investment, which would conflict with the existing
energy conservation credit and possibly lead to two credits being claimed on

the same investment.

The Department of Natural Resources and Conservation may not be able to develop
reliability standards for passive solar systems, becuase passive solar systems
must be an integral part of a structure and each structure tends to be different.

FISCAL NOTE 9:1/2
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Approved by Committee

on Naturual Respurces

SENATE BILL NO. 233
INTRODULED BY FULLERe

HALLIGANy CHRISTIAENS

A BILL FOR AN ACT ENTITLED: ™AN ACT PROVIDING A TAX CREDIT
FOR THE INSTALLATION OF SOLAR ENERGY SYSTEMS IN MONTANA;
DEFINING SUCH SYSTEMS; AND PROVIDING RULEMAKING AUTHORITY YO
ESTABLISH CRITERIA FOR SUCH SYSTEMS; REPEALING SECTIONS
15-32-201 THROUGH 15-32-203, MCAZ___AND PROVIDING AN
ABELICABRILIIY GAIZ."

BE IT ENACTED 8Y THE tEGISLATURE OF THE STATE OF MONTANA:

Saction 1« Short titles This act may be cited as the
YMontana Solar Yax fredit Act of 1983%,

Section 2. Definitionss As used in [this act]s unless
the context requires otherwisey the following definitions
apply:

{1) *Active +thermal system®™ means a system that uses
solar devices thermally lIsclated from the living or
commercial space to provide for <ollectiony storages or
distribution of solar energy for heatings coolingy hot
watery or electricitya

{2) "Dwelling™ means a building or portion thereof
used for residential purposes and includes single~family

residencesy mobile homesy, and the individual units of
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condomi niums, cooperativesy apartment buildingss or other
sisilar multiple dwellings.

(3) ™Energy conservation measures®™ iacludes but is not
limited to Toad managewent devicess flue damperss efficiency
increasing devicesy insulation above standards set by
building codesy water heating insulation jacketss water
heater and distribution system timing devicesy and shower
and faucet flow-raducing devicaess

(4) "Iastalled™ means placed in position in
functionally operative states

{5) ™*Owner® includes a recorded holder of legal titles
a lessee with at least 3 years remaining on his leasey the
holder of a recorded easementy a person purchasing premisas
under a contract of sale or who holds shares or membership
in a cooperative housing corporations which holding is a
requisite to the exclusive right of occupancy to the
premisesy or a person who Is a amember of a nonprofit
corporation oOr association that s a recorded holder of
legal titles

[6) *Passive thermal system™ means a System that uses
the structural elements of the buildings nnt augmented by
mechanical componentss to provide for collectiony storages
or distribution of solar energy for heating or cooling in
residential and commercial applicationsa

(7] ™Preaises™ means the principal stationary location

-2=- 58 283
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ih Montana where the system is installed for direct use or
for purposes of sale of energy and Includes landy easements,
buildings or portieons thereof such as roofsy and mobile
homess

(8) “Semipassive thermal system™ means a system that
uses the structure of a buildings augmented by mechanical
componentss to provide for collectiony storages or
distribution of solar energy for heating or cooling in
residential and commercial applications.

{%) "Solar device™ means the eguipment associated with
the callections conversiony transfer, distributiony storage,
or conirol of solar ensrgy. In the case of @ solar  device
associated with two of more solar energy systemss the credit
altowed for the solar device say be taken for any one of the
systems or divided equally among them.

{10) "Sclar energy system™ means the use of solar
devicesy including but not limited to passive thermal
systense semipassive thermal systemss active thermal
systemss photovoltaic systemss and wind-driven systems, with
2 useful life of at least 3 years and used for the direct
preduction of energy for resalie or use and for the
individgal functions ofs:

{a) domestics recreationals therapeuticy or service
water heating;

{2) space conditioning;

—3- sB 283
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{c} production of electricity;

{(d) process heats including distillation;

{e} solar mechanical energy; or

{F) wind energy for the production of electricity or
mechanical work.

Section 3. Tax credit for solar system =-- dwellingsae
The owner of a dwelling located in Montana on which a8 solar
energy system Is installed may claim a tax credit in an
amount equal to &68% 20X of the eligible costs incurred, to
be taken against the tax Yiability imposed upon the owner
pursuant to Title 15y chapter 30 or 31. 1E.YHE _SOLAR _ENEEGY
SYSTEM 15 QWNED AY HMOBE JHAN ONE PERSON OR . _COBPORATION. . NO
MORE._ . THAN. AN AGGREGAJE OF 20X OF IHE_ELIGIBLE COSIS MAY BE
CLATAED AS A CREQIXY. .. BY. . ALL OBNFRS _OF THE . SOLAR FNERGY
SYSIEMs

Section 4« Fligibte costs. (1) For the purposes of
determining the amount of the tax credit that may be claimed
pursuant to [section 3 or 5] eligible costs Include
purchase costse installation chargess monthly lease
paymentss and the compensation paid to the ownsr of burdened
property in connection with the acquisition of a solar
easement as provided for in Title TOs chapter 17 part 3.
Enargy conservation measures applied in conjunction with
solar energy systems to reduce the total cost or backup

energy requirements of such systems are considered part of

. 5B 283
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the systems and are eligible costs. HQMEVERs IF & LREDIY 15
CLAIMED _FOR. ENERGY CONSERVATION MEASURES UNDER [TMIS ACLls
I1_MAY NOT_ALSQD BE _CLAIMED UNDER TITLE 15» CHAPTEE. 37Zs_ _BART
la Interest charges are not eligible costs.

{2) The eligible costs of any solar energy system
eligible for the credit provided under this section must be
reduced by any grant provided by a state or federal agency
for such a systeme

Sectlion Se Tax credit for solar system — premises
other than dwellingss The owner of premises other than 2
dwellinges located in Montanas on which a solar energy system
is installad may claim a tax credit in an amount equal to
25% of the 2ligible costs incurrede to be taken against the
tax liability imposed upon the owner pursuant te Titlie 15,
chapter 30 or 31,

Section 6. Limitation on <credits (1) To the extent
that the federal energy tax credit for costs Incurred by a
taxpayer for the purchase and installatian of a solar energy
system is allowed or allcwables the state <tax credit
provided for in [section 3 or 5] amust be reduced by the
amount of any federal credit so that the effective credit
for any taxable year does not exceed 60% of eligible costss

{2} The 1to0tal amount of cradit available to any
taxpayer may not exceed $3y€08 $1:000 per scolar energy

systefe

-5 . S8 283
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Saction Te Carryover of credits The tax credit allowed
under [section 3 or 5] is to be deducted from the taxpayert's
income tax 1iablility for the taxable vyear in which the
system invested in by the taxpayer is installede If the
amount  of the tax credit exceeds the taxpayer*s income tax
liability for the taxable years the amount that exceeds the
tax Jiability may be carried over for credit against the
taxpayer®s income tax liability In the next succeeding
taxable vyear or vyears until the total amount of the tax
credit has been deducted from tax liability. Howevers no
tax credit may be carried over for deduction after the
fourth taxable year succeeding the taxable year in which the
system was installed.

Saction B. Appoartfonment of credite. If a sclar energy
system serves two or more deellingss the owner or owners of
the systed are eligible for the tax credit provided in
[section 3] in proportion to the number of dwellings serveds
The amount of the credit must be determined by dividing the
eligible costs of the system by the number of dwellings
serveds

Section 9. Special provision for owner-builders. The
owner-builder or owner—developer of a new home may elect not
to claim the solar enerqgy tax credit for any or all systems
installed on a new homes If an owner-builder or

owner—-developer irrevocably elects not to claim the tax

—H= 5B 283
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cradit provided for in [section 3]s the original purchaser
af the new home on which the system is installed may claim
the credit. In claiming the credite the purchaser shall
confirm the election by a written document signed by the
owner-builtder or owner-developers JIE. . IHE_DMNER-REYELOPER
ELECIS 10 €06E60. THE _CREQILT PROYLDED FOR IN [SECTION 3]e BUT
CLAIMS A ECOERAL ENERGY TAX CREOIT _EQR  THE  SOLAR EHERGY
SYSTEMs _THE PURCHASER MUST REDUCE THE STATE TAX LREQIT
BROVICED _IN_[SECTION 33 SO THAJ XHE ECFRCTIVE CREQIT FQR ANY
TAXABLE YFAR DOES NOY EXCEED 20% OF ELIGIBLE LOSTS.

Section 10« Leased solar energy systemse. Taxpayers who
Tease 3 solar energy system are eligible for the tax credit
provided in {[section 3 or 5] In any yeary the credit
applies only to the principal recovery portion of ilease
payments made during that year and to amounts expended on a
portioa of the system purchased under the Tlease agreement
during that vyeare. As used in this sectiony ®principal
recovery portion® means the cost incurred by the lessor in
acquiring the sotar energy Systemy including equipment and
installation costs in @ purchase agreement orF promissory
notes but does not include interest charges or maintenance
eXpensese

Section-itv-—Rotemakings-~-Fher-deportment--of——natarsd
resogrces~-and--conservation--shaH-establish-quidetines-and

eriterin-for-sotar—energy-systens-that-ore—eltigipte-far——the

-7~ 58 283

10
11
12
I3
14
15

SE 0283702

toax-—credit——provided--by-faeerion-3-er-Sjv--Such-guidetines
and-eriteria-—sre~—timited--to-—minimum-~standards—-for—~the
safetyy-retiabitityr-and-durabiiiey-of-sstar-energy-systemse

THERE IS A _Lfw MCA. SECTION THAI REAQSL

Section 11, Rulemakinge The department of revenue is
authorized to make such rules and to require such facts and
information to be reported as it may deem necessary to
enforce the provisions of this act. The department of
revanle wmay request technical advice from other departments
when developing rules under this acta

Tection 12« Repealer. sections 15-32=-201 through
15-22-203y MCA: are repealed.

SECLION.13a _APPLICABELITY DATE. _ THES ACK APPLIES IN
TAXARBLE YEARS DEGINMING AFTER DECEMBER.31s.128Zs AND. _ENDING
DECEMRER 312 1388

-End-
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Rerefferred and
Approved by committee
on Taxation
SENATE ARTLL N, 233
INTRODUCED BY FULLERs

HALLTIGANy CHRISTIAENS

A BILL FOR AN ACT ENTITLED:z %AN ACT PROVIDING A TAX CREDIT
FOR THE INSTALLATION UOF SOLAR ENERGY SYSTEMS IN MONTANA;
DEFINING SUCH SYSTEMSS AND PROVIDING RULEMAKING AUTHORITY TO
ESTABLISH CRITERIA FOR  5UCH SYSTEMS] REPEALING SECTIONS
15~-32-201 THROUGH 15-32~-203, MCAL.__AND__PBOVIDING AN
APELICARILITY DAIE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE GF MONTANAS
faction le Short titlea This act may be cited as the
*igntana Solar Tax Credit Act of 1983%,

Section 2« Oefinitionse As usad in [this act]e unless
the context requires otherwises the following definitions
apply:

{1} *"active thermal system™ means a system that uses
selar devices thermally Isolated from the living or
commercial space to provide for ccllections storages or
distributton of solar energy for heatings coolinge hot
waters or electricity.

{2) “"Dwelling® means a building or portion thereof
used for residential purposes and includes single-family

residencesy mobile homesy, and the individual wunits of
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conderiniums,s cooperatives, apartment buildingsy or other
similar multiple dwellingss

(3} ™Energy conservation measures®” includes but is not
limited to load mapagement devicesy flue dampersy efficliency
increasing devicess insulation above standards set by
building codess water heating insulation jacketss water
heater and distribution system timing devicessy and shower
and faucet fliow-reducing devicess

{%4) “Installed" means placed in position in a
functionally operative states

(3} "Owner™ includes a recorded holder of legal titley
a lessee with at least 3 years remaining on his leases the
helder of a recorded easementy a person purchasing premises
under a contract of sale or who holds shares or membership
in a8 cooperative housing corporations which holding is a
requisite to the exclusive right of occupancy to the
premisesy or a8 person who is a member of a nonprofit
corporation or assoclation that s a recorded holder of
laqal titlee

{5) ™Passive thermal system™ means a system that uses
the structural elements of the puildinges not augmented by
mechanical components: to provide for collecticony storagey
or distribution of solar energy for heating or cooling in
residential and commercial applicationse

(7} ™"Premises®™ means the principal stationary leocation

-2 SECOND PRINTING  $8 283
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in Montana where the system is instailed for direct use or
for purposes of sale of energy and includes 1ands easementse
buildings or portions thereof such as roofsy and mobile
homess

(8) ™*Semipassive thermal system™ means a system that
uses the structure of a buildingy augmented by mechanical
componentsy to provide far collections storages or
distribution of solar energy for heating or cooling in
resldential and commercial applicationse

(%) *Solar device™ means the equipment assoclated with
the collecticny conversicens transfery distributiony storagey
aor conlrol of solar energy. In the case of a solar device
associated with two or more solar energy systemss the credit
allowed for the solar device wmay be taken for any one of the
systems or divided equally among them.

{10) *Solar energy system® means the use of solar
devicesy including but not limited to passive thermal
SYstenss semipassive thermal systemsy active thearmal
systemsy photoveoltaic systemss and wind-driven systemsy with
a useful 1ife of at Teast 3 years and used for the direct
production of energy Ffor resale or use and for the
individual functions of:

(a) domesticy recreationaly therapeuticy or service
water heating;

{b}) space conditioning;
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{c} production of electricity;

{d) process heaty including distiYilation;

{e) solar mechanical energy; or

(f) wind energy for the production of electricity or
mechanical work.

Section 3. Tax credit for solar system -- dwellingsa
The owner of a dwelling Tocated in Montana on which a sclar
energy system Is installed may claim a tax credit in an
amount equal to 9% 20 of the aliw’ble costs incurredsy to
be taken against the tax liability imposed upon the owner
pursuant to Title 15y chapter 30 or 21. 1E_THE_SOLAR ENFRGY
SYSIR®_IS- OWNED gy MORE IHAN _ONE PERSON OR__LOBBORATION: AT
MOBRE. ItAN._ AN _AGGREGAIE OF 20X OF THF ELIGIALE COSIS MAY BE
CLAIAFG _AS. A _CREQIX-.BY. ALL QWNERS OF _THE. SOLAE _EANEBGY
SYSIEYe

Section 4« Ellgible costs. (1) For the purposes of
determining the ampunt of the tax c<redit that may be claimed
pursuant to [section 3 or 5]y eligible costs include
purchase COStSy installation chargessy monthly lease
paymentss and the compensation paid to the owner of hurdened
property in connection with the acquisition of a3 solar
casement as provided for in Title 70y chapter 17, part 3.
Energy conservation measures applied in conjunction with
sclar energy systems to raduce the total cost or backup

energy requirements of such systems are considered part of

-4~ 58 2213
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the svstums and are eliaible costse HOWEVER: IF_A_CRSDIY_IS
LLalncd EQR. ENERGY CONSERVATION MEASURFS UNDER [THIS ACT]e
IT._HaY_NOT_ALSQ BF CLAIMED UNDER TITLE 15 CHAPIER 23Z2:. PARI
la Intarest charges are not eligible costse

(2} The eligible costs of any solar energy system
eligible for the credit provided under this section must be
reduced by any grant provided by a state or federal agency
for such a systeme.

Szction S. Tax credit for solar system — premi;es
other than dwellings. The owner of premises other than a
awellings located in Montanas on which a solar energy system
is instal1eﬁ may claim a tax credit in an amount equal ¢to
25% of the =ligible costs incurreds to be taken against the
tax Ffabitity imposed upon the owner pursuant to Title 15
chapter 30 or 3l.

Section 6« Limitation on <credits (1) To the extent
that the federal energy tax credit for costs incurred by a
taxpayer for the purchase and installation of a solar energy
systan is allowed or allowables the state tax credit
provided for in [section 3 or 5] must be reduced by the
amount of any federal credit so that the effective credit
for any taxable year does not exceed 50% of eligible costse

{2} The total amount of credit available to any
taxpager may not exceed 4$3y098 313000 per sotar energy

systemns
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Saction Te Carryover of cradite Tha tax credit :11rwnd
under [section 3 aor-5) is to be deducted from the taxpayer*s
income tax Dliability for the taxable vyear in which the
system invested in by the taxpayer is installeds If the
amount of the tax credit exceeds the taxpayer®s income tax
liability for the taxable yeares the amount that exceeds the
tax tiability may be carried over for credit against the
taxpayer®s income tax Jliability in the next succeeding
taxable vyear or years until the total amount of the tax
credit has been deducted from tax liability. Howevers no
tax credit may be carried over for deduction after the
fourth taxable year succeeding the taxable year in which the
system was installed.

Section Be Apportionment of credite If a solar energy
system serves two or more dwellings, the owner or owners of
the systen are ef!gib]e for the tax credit provided in
[sectian 3] in proportion to the number of dwellings serveds
The amount of the credit must be determined by dividing the
eligible costs of the system by the numder of dwellings
servedas

Section 9. Special provision for owner-builderse The
owner-builder or owner-developer of a new home may elect not
to claim the solar enerqgy tax credit for any or all systems
installed on a new home. If an ownar-builder or

owner-developer irrevocably elects not to claim the tax

-6 s8 283
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cradit provided for in [section 3]s the criginal purchaser
of the new home on which the system is installed may claim
the credite In claiming the credity the purchaser shal}l
confirm the election by a written document signed by the
owner-builder or owner-developer. JE..IHE OWNER-DEYELOBER
ELEGLS_IU_FQREGU IHE CREQLI. PROYIDED EQR TN [SECTIUN 31 BUI
CLAIMS _A_ERDERAL . ENERGY TAX CREQIT . FOR._IHE. _SOLAR_EMERGY
SX3TEMa_ THE_ EURCHASER MUSY REQUCE THE _STATE TAX CHEDET
EROVIDED.IN (SECIION 3] 50 THAI IHE EFFECEIVE CREDIT. COR _ANY
IAKABLE _YEAR _DOES NOY FXCEED 20% OF ERIGIALE COSTSe

Section 10« Leased sclar energy systemse. Taxpayers who
lease a solar energy system are eligible for the tax eredit
provided in {seci!on 3 or S}. In any yeary the credit
applies only to the principal recovery portion of lease
payments made during that year and to.amounts expended on a
portion of the system purchased under the 1lease agreement
during that yeara As used in this sectiony Morincipal
recovery portion® means the cost incurred by the lessor in
acquiring the solar energy systems ipcluding equipment and
installation costs in a purchase agresment or proaissory
notes but doas not include interest charges aor malntenance
expensess

ﬁeet+an-itv-Ru¥e.&k+ﬁgv---¥he--departnent+-of-—natura%
re:ourees--and--con:ervation—-shc*{—eseubiish—gu#delihes-and

eriteria-for-setar-energy~-systems-that-are-etigibte-for-—the
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tax~~eradirt--provided-~by-faeetion-3-or-5Jr—~5Sueh-qurdet ines
and-eriteria——are—~iavted-—to-—minimon--stoandards—-fer-—the
safetyy-rettobitityy-and-darabitity-of-sotar-energy-aystenss

T4ERE. 15 A _NEH_MCA_SECIION THAT RLADS:

Section l. Rulemakings. The department of revenue is
authorized to sake such rules and to require such facts ang
information to be reported as it may deem necessary to
enforce the provislons of this acte The department of
revenite may request technical advice from other departments
when developing rutes under this acte

Tection 12« Repealere Sections 15-32-201 through
15-32~203, HMCAy are repealed.

SECIION 13a_  APPLICABXLLITX. . DATE. . THIS_ACT APPLIES ID
IAXABLE _YEARS HEGINMING AFYER OCCEMBER.21e.1982Ze AND. _ENDING
RECEMIER_3Ls 1386s

—End-
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10
1
12

STATEMENT OF INTENT
SENATE BILL 283

A statement of intent is required for this bill because
it grants rulemaking authority to the Department of Revenue
in Section 11, to establish criteria and guidelines for the

safetyy reliabilityy and durabiiity of solar energy systemse.

The Legislature intends that these criteria address such

issues asi
{1} systems meeting federal safety standards;
{2) warranties on systems; and

{3) the life expectancies of systems.

THIRD

READING
SR2KD
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1 SENATE BILL NO. 283 1 condominiumses cooperativesy apartment buildingsey or other
4 INTRODUCED BY FULLERs 2 similar multiple dwellingse.

3 HALLTGANs CHRISTTAENS 3 (3} ™Energy conservation measures®™ includes but is not
L} 4 limited to load management davicesy flue damperss efficiency
5 A BILL FOR AN ACY ENTITLED: *AM ACT PROVIDING A TAX CREDIT 5 increasiag devicess insulation above standards set by
] FOR  THE INSTALLATION OF SOLAR ENERGY SYSTEMS IN MONTANA; -] building codesy water heating Iinsulation jacketsy water
T DEFINING SUCH SYSTEMS; AND PROVIDING RULEMAKING AUTHORITY TO 7 heater and distribution system timing devicess and shower
B ESTABLISH CRITERIA FOR SUCH SYSTEMS; REPEALING SECTIONS 8 and faucet flow-reducing devicess

9 15-32~201 THROUGH 15-32-203, ~ MUAL__. ANQ-_PROMIDING AN 9 {4) "Installed® means placed in position in  a
10 APPLICABILITY QATE." : 10 functionally operative state.

11 13 {5) “Owner® includes a recorded holder of legal titles
12 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 12 a lessee with at least 3 years remaining on his leases the
13 Saction 1. Short title. This act may be cited as the 13 holder of a recorded easements a person purchasing premises
1 "Montana Solar Tax Credit Act of 1983%, 14 under a3 contract of sale or who holds shares or membership
18 Saction 2. Definitionss As usad In {this act]y unless 15 in a ctooperative housing corporations which holding is a
16 the context requires otherwises the Following definitions 16 requisite to the exclusive right of occupancy to the
L7 apply: 17 premisess or a person who Is a member of a nonprofit
e {1} =active thermal system® means 3 system that uses 18 ¢corporation or association that is a recorded holder of
19 solar devices thaermally isclatead from the living or 19 Tegal titlees
20 commercial space to provide for collections sStorages or ' 20 (6) “Passive thermal system™ means a system that uses
21 distribution of solar enargy for heatings coolinges hot 21 the structural elements of the buildings not augmented by
22 water, or electricity. ' 22 mechanical componentss to provide for collectiony storages
23 (2) "Dwelling®™ means a building or portion thereof 23 or distribution of sclar energy for heating or cooling in
24 used for residential purposes and includes single-family 24 residential and commercial applicationse

2% residancesy wobile homesy and the individual units of 25 {7) ™"Premises™ means the principal staticonary location

-2~ $B 283
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in Montana whare the system is instalted for direct wuse or
for purposes of sale of energy and includes land, easementss
buildings or portions thereof such as roofss and mobile
homess

{8) “Semipassive thermal system™ means a system that
uses the structure of a buiidings augmented by mechanical
componantsy to provide for collections storages or
distribution of solar energy for heating or cooling in
residential and commercial applicationse

{9} ®"Solar device®™ means the eguipment associated with
the collection, conversion, transfars distributions Sstorages
or control of solar energye. In the case of a solar device
associated with two or more solar energy systemss the credit
allowed fFor the solar device may be taken for any one of the
systews or divided equally among them.

(10) "Solar energy system® wmeans the use of solar
devicesy including but not limited to éassive thermal
systeasy semi passive thermal systemsy active therwal
systenss photovolralc systemss and wind-driven systemsy with
a useful Jife of at least 3 years and used for the direct
production of energy for resale or use and for the
indivi dual functions of:

(a) domesticy recreational, therapeuticy or service
watar heating;

{b) space conditioning;

-3=- 58 283
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{c) production of electricity;

(d) process heaty including distillation;

(e) solar mechanical energy; or

(f) wind energy for the production of electricity or
mechatrical worke

Section 3. Tax credit For solar system -- dwellingss
The owner of a dwelling located in Montana on which a solar
energy systerm is installed may claim a tax credit in an
amount equal to 66% 20X of the eligib¥e costs incurreds to
be takan against the tax liability imposed upon the owner
pursuant to Title 15, chapter 30 or 31. IE TBE SOLAR ENERGY
SYSTIEM_ 1S _ONNED HY_MORE THAN OME PERSON DR__CORRDRATIONS NO
MOBE__IHAN AN _AGGBEGATE .OFE. 20% OF THE ELIGIBLE COSFS _MAY BE
CLAIHED_AS_A CREDIX_BY _ALL. QWNERS QOF _JHE _SOLAR ENERGY
SYSIEMs

Saction 4. Eligible costs. {1} For the purposes of
determining the amount of the tax credit that may be claimed
pursuant to [section 3 or S5]e eligible costs Include
purchase costsy installation chargesy monthlty lease
paymentss and the compensation paid to the owner of burdened
property in connection with the acquisition of a solar
easesent as provided for in Title TOs chapter 1T, part 3.
Energy conservation measures applied #n conjunction with
solar energy SyStems to reduce the total cost or backup

energy requiresents of such systems are considered part of

-4= SB 283
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the systems and are eligible costss HOMEYERa IF A CREDIT IS
GLAIMED . EQOR...ENERGY CONSERYAYTIDN _MEASURES UNDER.LIHIS_ALT]s
IT_MAY MOY ALSC BE CrLAXMED UNDER IXILE_1S5s CHAPIER_32s_ PARY
la Interest charges are not eligible costse

{2) The eligible costs of any solar energy system
eligible for the credit provided under this section must be
reduczad by any grant pravided by 2 state or federal agency
far such a systeme

Section S+ Tax credit for solar system -~ presises
other than dwellings. Yhe owner of premises other than a
dwellingy located in ¥ontana, on which a solar enargy system
is installed may claim a tax credit in an amount equal to
25% of the eligible costs incurreds to be taken against the
tax liability imposed upon the owner pursuant to Title 15
chapter 30 or 31.

Section 6+ Limitation on creditse (1} To the extent
that the faderal energy tax credit for costs incurred by a
taxpayer for the purchase and installation of a solar energy
systan is allowed or allowablesy the state tax credit
providad for in [section 3 or 5] must be reduced by the
amount of any federal credit so that the effective credit
for any taxable year does not exceed 60% of eligible costse

(2} The total amount of credit available to any
taxpayer may not exceed $3y888 §1:000 per solar energy

system.

- 5B 243
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Sectlion Te Carryover of credits. The tax credit allowed
under [section 3 or 5% Is to be deducted from the taxpayer®s
incom tax liability for the taxable vyaar in which the
system invested in by the taxpayer Is installeds If the
amount of the tax credit exceeds the taxpayer's income tax
liabitity for the taxable yeary the amount that exceeds the
tax liability may be carried over for credit against the
taxpayer®s income tax Uliability in the next succeeding
taxable year or vyears until the total amount of the tax
credit has been deducted from tax liabilitye Howevers no
tax c¢redit may e carried over for deduction after the
fourth taxable year succeeding the taxable year in which the
system was installed.

Saction 8+ Apportionment of credit. If a solar energy
system serves two or more dwellingses the owner or owners of
the system are eligible for the tax credit provided in
[section 3] in proportion to the number of duellings servede
The amnount of the ¢redit must be determined by dividing the
eligible costs of the system by the number of dwellings
served.

Section 9« Special provision for owner-builders. The
owner-builder or owner-developer af a new home may elect not
to claim the solar energy tax credit for any or all systeams
installed on a new hone o If an owner-builder or

owner-developer irrevocably elects not to c<laim the tax

e 58 283
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cradit provided for in [section 3)s the coriginal purchaser
of the new home on which the system is instalted may claim
the credite In claiming the credite the purchaser shall
confirm the election by a written document signed by the
owner-puilder or owner—-developere JIE__IHE QUNER=DEYVELQPER
ELECTS IO _FOREGD THE CREDIY_PROMIDED FOR IN_(SECTION 3]e AUY
CLAIMS A FEDRERAL ENERGY._JAK _CREDTI. _FOR__IHE _SOLAR __ENERGY
SYSIEMs . IHE . PUBRCHASER .MUST _REDUCE. _THE..STAIE TAX CREDIT
BEOYIDED. IN.LSECYION 3] 30 THAY IHE EEFECTIVE CREDIT_EOR _ANY
IAXABLE YEAR DOES NOT EXCEED 20% OF ELIGIBLE COSIS.

Section 10« Leased solar energy systemse. Taxpayers who
lease a solar energy system are eligible for the tax credit
providad {in [section 3 or §5). In any yeary the credit
applies only to the principal recovery portion of lease
payments wade during that year and to amounts expanded on a
portion of the system purchased under the lease agreament
during that year. As used in this sectione "principal
recovery portion® means the cost incurred by the 1lessor in
acquiring the solar energy systemes including equipment and
installation costs in a purchase agreement orf promissory
notas but does not inctlude interest charges or maintenance
expensess

Seetton-tiv-——Rulemskingr———The——department--of-—naturst
rescorces--and--conservation--shali-estabtisn- guidelines—ond

ertteria-for-setar-energy-systans-that-asre-efigibie-for--the
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tax~-—eredit--provided--by-foection-3-or~5jv--Sueh-guidetines
and-er+taria--are--}inited--to-~-mninéinum--stendoards~-for——the
anfetyy-retiabitityr-and-durabtirty-of-sotar-energy-systemss

IHERE _1S.A MEW.MCA SECTION THAY READSI

section lls Rulemakings The department of revenue is
author i zad to make such rules and to require such facts and
information to be reported as It may deem necessary to
enforce the provisions of this acte The department of
revensze may request technical advice from other departments
when developing rules under this acte

Section 12. Repealers Sections 15-32-201 through
15-32-203y MCAy are repealed.

SECTION 13 APPLICABILIIY. DATEs — THES ACT APPLIES IO
IAKABLE_YEARS BEGIMNING AFTER_DECEMBER 3le K382 ANC. ENOING

RECEMOER_31s _1986e
-End-
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Fage 1 of 3

HOUSE TAXATION COMMITTEE
AMENDMENTS TO SB 283, THIRD READING COPY, BLUE
MARCH 21, 1983

1. Statement of Intent, line 6.
Following: "Section"

Strike: "11"

Insert: "12"

2. Statement of Intent, line 7.
Following: "of”

Strike: “"solar
Following: "energy"”
Insert: "generation”

3. Title, line 6,
Following: "OF"
Strike: "SOLAR"

4. Title, line 7.
Following: “SYSTEMS"

"

Insert: ; PROVIDING A FUNDING SOURCE FOR THE CREDITS"

5. Page 1, lines 18 through 22,
Strike: subsection (1} in its entirety
Renumber: subseguent subsections

6., Page 2, lines 3 through 8,
Strike: subsection (3) in its entirety
Renumber: subsequent subsections

7. Page 2, lines 20 through 24.
Strike: subsection (6) in its entirety
Renumber: subseguent subsections

8. Page 3, line 5 through line 5 page 4.
strike: subsections (8), {(9), and (10} in their entirety
Insert: "{5) "System" means a reccgnized nonfossil form of

energy generation as defined in 15-32-102."

9, Page 4, line 6.
Following: "for"
Strike: "solar"

10. Page 4, line 7 and 8.
Following: “which a" on line 7
Strike: "solar energy”

11, Page 4, line 11,
Following: “THE"
Strike: “SCLAR ENERGY"

12. Page 4, line 14.
Following: “OF THE"
Btrike: "SOLAR ENERGY"

13. Page 4, line 23.

Following: line 22

Strike: "Energy"

Insert: "Investments made for energy"
Following: ™"conservation”

Strike: “measures"

Insert: “purposes, as defined in 15-32-102,"

14, Page 4, line 24.
Following: 1line 23
Strike: "soclar energy"

15, Page 5, line 2.
Following: ""CONSERVATIGN"
Strike: "MEASURES

Insert: "purposes"

16, Page S, line 23 and 24.

Following: "available" on line 23

Strike: line 23 through "taxpayer" on line 24
Following: "$1,000"

Page 2 pf 3

Insert: “for a taxpayer filing a separate return and $2,000 for

each joint return®

17. Page 7, line 7.
Following: "THE"
Strike: "SOLAR ENERGY"

18. Page 7, line 11.
Following: “Leased”
Strike: “solar energy"

19. Page 7, line 12.
Following: ™a"
Strike: "solar energy"

20. Page 7, line 19.
Following: "the"
Strike: “"solar energy"



Page 3 of 3

21. Page 8, line 4.
Following: 1line 3
Insert: "THERE IS A NEW MCA SECTION THAT READS:

"“Section 11. Source of funds for tax credit. The
alternative energy research development and demonstration account
established in 90-4-103 is the source of funding for the tax
credit allowed under [secticen 3). The amount of money in the
account that is available for purposes of the tax credit is
subject to availability of funds and to the appropriation of such
funds by the legislature for the purposes of [section 3].""
Renumber: subsequent sections

AND AS AMENDED
BE CONCURRED IN



