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EXTENSIONS OF REMARKS 
CONGRESSMAN TONY P. HALL 

INTRODUCES BILL TO CLARHTiT 
GEOTHERMAL ENERGY TAX 
CREDITS 

HON. TONY P. HALL 
OP OHIO 

IN THE HOtlSE OF REPRESENTATIVES 

Thursday, July 9.1981 
©Mr. HALL of Ohio. Mr. Speaker,, 
today I am introducing a bill to clarify 
the definition of geotherm^ energy 
for tax credit purposes. I am pleased 
that my colleague. Congressman DON 
H. CLAUSEN, of California, is Joining 
with me as the other original sponsor 
of this legislation. • 

Our bill basically contains three 
parts. The first v/ould amend the defi­
nition of geothermal In the Energy" 
Tax Act of 1978 to make it explicit 
that there is no temperature require­
ment for the geothermal tax credit for 
residences and commercial facilities. 
The second part would specify how 
the credit is to be determined when a 
residence or business has a system 
which uses both geothermal energy 
and another source not'eligible for the 
credit. The final part of the bill makes 
!t clear that the definition adjust­
ments run with the life of the energy 
tax credits themselves, meaning that 
the changes would have a retroactive 
effect and would expire when the 
credits themselves expire. 

The Energy Tax Act of 1978 pro­
vided for a tax credit of $2,200 of the 
first $10,000 spent for the installation 
of residential solar, wind, and geother­
mal energy equipment. A provision of 
the Crude OU Windfall Prof it Tax Act 
raised the maximim^i credit to $4,000 
or 40 percent of the first $10,000 of eli­
gible energy equipment. The Energy 
Tax Act also provided for a 10-percent 
tax credit for Investment In solar, 
wind, and geothermal energy equip­
ment used by businesses. 

For tax purposes, the Energy Tax 
Act of 1978 defined geothermal energy 
In the following way: 

The term "geothermal deposit" means a 
geothermal reservoir consisting of natural 
heat which is stored in rocks or In an aque­
ous liquid or vapor (whether or not under' 
pressure). 

The law set no temperature require­
ment In its definition of geothermal 
energy. Acting In good faith, many 
citizens invested In geothermal energy 
systems to tap shallow geothermal 
wells which they assumed would quali­
fy for the credits. 

The Internal Revenue Service pro­
posed regulations to Implement the 
tax credit provisions of the Energy 
Tax Act of 1978. In Its proposed regu­
lations, the IRS decided to set an arbi­
trary temperature requirement for eli­
gibility for the geothermal tax credits. 

I was among those who testified 
against this temperature requirement 
at an IRS public hearing in Washing­
ton on September 12,1979. 

Unfortunately, the IRS did not 
follow the recommendations that were 
made in opposition to a temperature 
requirement. In August 1980, the IRS 
Issued final regulations concerning 
geothermal residential energy tax 
credits, and in January 1981, issued 
final regulations concerning geother­
mal commercial facility tax credits. 
For both sets of credits, the IRS re­
quired the geothermal source to have 
a temperature. of more than 50* C. 
This means that citizens who installed 
geothermal systems that tap sources 
with a temperatiu-e below 50" C, would 
not qualify for the tax credits. 

The Department of Energy and de­
velopers and xisers of geothermal 
energy have been opposed to the tem­
perature limitation since the IRS reg­
ulations were proposed over 2 years 
ago. Most of the potential geothermal 
energy use In the eastern half of the 
United States would involve resources 
with a temperature of less than 50* C. 
The IRS limitation has the effect of 
eliminating a significant portion of the 
geothermal resources of the country. 

The Miami Valley of Ohio Is incredi-1 service, 

only need to make It attractive and 
economical to use. 

Energy from groimdwater can be ex­
tracted through the use of currently 
marketed heat pxunps, which operate 
according to the same basic principled, 
at work in a refrigerator. The pump 
systems permit the temperature of the 
shallow geothermal water to be either 
raised or lowered for heating or cool­
ing purposes. 

Using groundwater, a heat pump 
system heats three to five times as ef­
ficiently as a fossil-fuel system. In 
terms of heat output per unit of 
energy put . In. Although the heat 
pump Is operated by electricity, the 
actual heating or cooling energy in a 
geothermal system is free and virtual­
ly unlimited. 

According to the National Water 
Well Association, a groundwater heat 
pump system can pay for itself in 2 to 
4 years, if a well Is already In place. 
Even if a well must be drilled, the 
system will pay for Itself in 4 to 8 
years. The National Water Well Asso­
ciation further states that It Is not 
aware of any groundwater heat pump 
system that has ever stopped run­
ning—even after more than 25 years of 

bly rich with undergrovmd rivers thatj 
make it an Ideal place to utilize geo­
thermal energy. These streams, which 
run below the Great Miami, the Still 
water, and the Mad Rivers, all con 
verge on the center of Dayton, provld 
Ing a nearly unlimited energy source 
for downtown buildings. Unlike the 
aquifers in some areas, Dayton's un­
derground rivers are easy to tap be­
cause they are not blocked by bedrock, 

Those of us who have been Interest­
ed in promoting the more widespread 
application of geothermal energy had 

I hoped that the IRS might be persuad-
led to change Its position on the tern-
'perature requirement for the geother­
mal tax credits. The IRS has contin­
ued to hold the view that a minimum 
temperature rule Is necessary In order 
to assure that energy from a geother­
mal source means energy derived from 

In addition, they are located at rela-i . ,„,„,. , „ j o„,.,„»o „«,i ««»4„of i,«.of 
tively shaUow depths of 50 to 100 feet J :^.l!L^°rj!if.°"ff!f„!!?^.",?i ! f i i i t ! ' 

The 50* C. temperature requirement 
does not reflect congressional Intent 
or scientific fact. Geothermal energy 
Is the natural heat of the Earth. The 
heat In water, soil, or rock close to the 
surface of the Earth Is derived from 
both solar and geothermal energy. 
Equipment that uses either solar or 
geothermal energy, or both, is eligible 
for the residential and business energy 
tax credits of the Energy Tax Act of 
1978. Therefore, It should not matter 
whether the source of the heat in 
shallow water sources Is geothermal or 

associated -with atmospheric tempera­
ture. In the opinion of the IRS, heat 
from low-temperature groundwater Is 
solar heat, and not eligible for the geo­
thermal tax credit. Since It Is now un­
likely that the IRS is going to change 
this view, my colleague from Califor­
nia and I are Introducing a bill to clari­
fy the definition of geothermal energy 
for tax credit purposes. 

The IRS policy of disallowing the 
credit for systems which use both geo­
thermal energy and another energy 
source also Is Inconsistent with the 

solar. Further, at depths of more than? Intent of Congress and ignores sound 
a few dozen feet, the heat is essential-nengineering practice in the use of geo-
ly entirely of geothermal origin. i | thermal energy. 

I think It is Important to point out / Geothermal energy systems often In-
that the technology is presently com- elude peaking systems fueled by fossil 
merclally available to take advantage! energy. The fossil energy will typically 
of geothermal sources with a tempera-! range from 3 percent or 4 percent to 
ture below that set by the IRS. We are \ 20 percent of the annual total energy 
not talking about some vmtested \load. The extra wells, pipe, and pump 
enei-gy source that will take years to \capaclty required for a geothermal 
develop and then put on the market. Isyslem designed to be 100 percent geo-
The equipment is there right now—we (therniEa en the few coldest days of the 
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year would add too much to system 
cost to be attractive. 

Geothermal resources In many In­
stances may no t be ho t enough to 
fully satisfy a part icular industrial 
process requirement, bu t by adding a 
few degrees to the hea t from geother­
mal energy, it will often be possible to 
replace a large fraction of the oil or 
gas use in a p lan t or o the r facility. 
Fur ther , marly industrial processes in­
volve several steps a t different tem­
peratures. Some of these steps can use 
geothermal heat , bu t o thers might re­
quire superheating. Under t h e I R S 
limitation, if such a system involved 
even a minimum addition of nongeoth-
ermal heat, t h e ent i re system would 
become ineligible for t h e tax credit. I n 
effect, the I R S limitation encourages 
less efficient designs to take advantage 
of the tax credit. Certainly, this resul t 
Is contrary to t h e Intent of Congress 
in the Energy Tax Act of 19.78. 

In order to he lp rectify this problem, 
our bill specifies how t h e credit is to 
be determined when a residence or 
business has a system which uses bo th 
geothermal energy and another source 
no t eligible for credit. Under t h e bill, 
all of t h e equipment comprising t h e 
system shall be eligible for the credit 
If. on a BTU basis, geothermal energy 
provides more t h a n 80 percent of t h e 
energy in a typical year for which t h e 
system is designed. If less t han 80 per­
cent of the energy is supplied by geo­
thermal energy, t h e credit shall apply 
to those portions of t h e system which 
produce, distribute or use energy 
which is more t h a n 50 percent sup­
plied by geothermal energy on a n 
annual BTU basis. 

I t is important t o emphasize t h a t 
our bill does no t create any new t ax 
credits. I t does no t Increase any pres­
ent tax credits. W h a t it does. Instead, 
Is make clear wha t t h e current law Is 
and overturn the arbi t rary restrictions 
Imposed by t h e IRS . T h e objective of 
the technical corrections made by th is 
bill is to make the .p re sen t credits ef­
fective. -

This legislation was drafted with t h e 
technical cooperation and assistance 
of t h e Depar tment of Energy, which 
has publicly expressed its opposition 
to the I R S geothermal tax credit regu­
lations. T h e Ohio Depar tment of 
Energy a l so ' has taken t h e position 
t h a t any Federal energy tax credits of 
this type should be applicable to all 
geothermal or hydro thermal sources 
regardless of their temperatures . T h e 
Sta te of Ohio already has on t h e 
books a tax credit which Is applicable 
to a hydrothermal source of any tem­
perature when it is used for heat ing or 
cooling. 

We need to remove the bureaucrat ic 
roadblock by t h e I R S which is pre­
venting incentives to more widespread 
use of available geothermal technol­
ogy. We should make II at tractive for 
more homes and businesses to take ad­
vantage ol the geothermal resources 
df this Nation. Truly , t he ground on 

which we stand holds par t of t h e solu­
tion to our enerery problems. 

T h e Gentleman from California and 
I urge our colleagues to cosponsor this 
bipartisan bill and to Join with us in 
encouraging t h e House Ways and 
Means Committee to act favorably on 
It. 

For t he benefit of our colleagues, 
t h e full text of the bill follows: 

HJt,— 
Be it enacted bp the Senate and House of 

Representalivea of the United States of 
America in Congress assembled. 
SECTION 1. CiARincAxioN OF DEFTNITION OF 

GEOTHZ3U4AL ENERGY. 

<a) GENERAL ROLE.—Paragraph (3) of sec­
tion 613(e) of the Internal Revenue Code of 
1954 (defining* geothermal deposit) Is 
amended to read as follows: 

"(3) GEOTHERMAL ENERcy DEFINED.—For 
purposes of paragraph (1), the term 'geo­
thermal energy' means the natural heat of 
the earth (at any temperature) which Is 
stored in rocks, an aqueous liquid or vapor 
(whether or not under pressure), or any 
other medium. A geothermal well shall In 
no case be treated as a gas well for ptirposes 
of this section or section 613A. and this sec­
tion shall not apply to any geothermal prop­
erty which Is located outside the United 
States or Its jrassesslons." 

(b) CJiAHincATiON or APPLICATION OK BUSI­
NESS CREDIT AND RESIDENTIAL CREDIT TO 
GEOTHERMAL PBOPERnr.— 

(1) Subparagraph (D) of section 44C(c)(7) 
of Buch Code is amended by adding at the 
end thereof the following: "In the case ot a 
system which uses both geothermal energy 
and an energy source not eligible for the 
credit under this section, all' of the equip­
ment comprising the system shall be eligible 
for the credit if, on a BTD basis, geothermal 
energy provides more than 80 percent of the 
energy In a typical year for which the 
system Is designed. If less than 80 percent of 
the energy is supplied by geothermal 
energy, the credit shall apply to those por­
tions of the system which produce, distrib­
ute, or use energy which Is more than 50 
percent supplied by geothermal energy (on 
an annual BTU basis)." 

(2) Paragraph (3) of section 48(1) of such 
Code Is amended by adding at the end 
thereof the following new subparagraph: 

"(D) APPLICATION OP CREDIT TO EQUIPMENT 
WRICR rsE3 BOTH CEOTKERHAI, ENERGT AND 
ANOTHER ENERG7 SOURCE.—In the case of a 
system which uses both geothermal energy 
and an energy source not eligible for the 
credit under this section, all of the equip­
ment comprising the system shall be eligible 
for the credit U, on a BTU basis, geothermal 
energy provides more than 80 percent of the 
energy In a typical year for which the 
system Is designed. If less than 80 percent of 
the energy is supplied by geothermal 
energy, the credit shall apply to those por­
tions of the system which produce, distrib­
ute, or use energy which Is more than 50 
percent supplied by geothermal energy (on 
an annual BTU basis)." 

(c) CONFORMING AMENDMENTS.— 
(1) Clause (li) of section 44C(cK2)(B) of 

such Code Is amended by striking out "any 
geothermal deposit" and Inserting In lieu 
thereof "geothermal energy". 

(2) Clause (I) of section 44C(c)(5XA) of 
such Code Is amended by striking out 
"energy derived from the geothermal depos­
its" and Inserting In Ueu thereof "geother­
mal energy". 

(3) Clause (vlli) bf section 48(1K3XA) of 
such Code Is amended by strllcing out 
"energy derived from a geothermal deposit" 

and inserting In L'eu thereof "ceotherroal 
energy". 

(4) CTause (U) of section 57(a)(llKD) ot 
such Code Is amended to read as follows; 

"(LI) all geothermal properties." 
(5) Subsection (c) of section 2G3 of such 

Code Is amended by striking out "any geo­
thermal deposit" and Inserting tn Ueu there­
of "geothemial energy". 

(6) Subparagraph (E) of section 465(cXl) 
of such Code is amended by striking out 
"geothermal deposits" and Inserting In lieu 
thereof "geothermal energy". '̂  . 

(7) Paragraph (1) of section 613(c) of'such 
Code Is amended by striking out "geother­
mal deposit" and Inserting In Ueu thereof 
"geothermal well". 

(8) Subsection (e) of section 613 of such 
Code is amended— 

(A) by striking out "deposits" each place It 
appears in paragraph (1) and Inserting In 
lieu thereof "properties", and 

(B) by striking out "DEPOSITS" In the sub­
section heading and Inserting In Ueu thereof 
"PROPERTIES". 

(9) Subsection (b) of section 614 of sucb 
Code Is amended— 

(A) by striking out "geothermal deposits'* 
in the text and inserting In Ueu thereof 
"geothennal wells", and •_ 

(B) by strUdng out "GEOTHERMAL DEPOSITS" 
In the subsection heading and Insetting In 
lieu thereof "CEOTKERMAL WELLS". 

(10) Paragraph (1) of section 614(c) of 
such Code is amended by striking out "oU 
and gas wells and geothermal deposits" each 
place It appears and inserting In Ueu thereof 
"oU. gas, and geothennal wells". 

(d) EPFECTIVZ DATE.—Any amendment 
made by this section shall take effect as if It 
had been included in the provisions of the 
Energy Tax Act of 1978 to which such 
amendment relates.s 

COMHOIMORATION O F ST. SAVA 
DAY 

HON. JAMES L NELLIGAN 
OF PENNSYLVANIA 

IN THE HOUSE OF REPRESENTATIViS 

Thursday, July 9,1981 

• Mr. NELLIGAN. Mr. Speaker . I rise 
to commemorate St. Sava Day, J u n e 
28, which honors t h e founder of t h e 
Serbian Or thodox Church . Originally 
of noble ancestry, Sava migrated t o 
Greece where h e became a monk In 
t h e Eas tern Or thodox Church . He 
la te r re turned to Serbia to become t h e 
superior of t h e monastery of Studen-
Itsa, ^ h i c h was t h e center of t h e 
emerging Serbian Orthodox Church . 

St . Sava countered Serbian King 
S t e p h e n I I ' s suppor t of Roman "Ca­
tholicism and eventually, in 1219, suc­
ceeded In establishing t h e Independent 
Serbian Or thodox Church within t h e 
rea lm of t h e Pat r ia rch of Constantino­
ple. St. Sava became the first ortho­
dox archbishop of Serbia and initiat­
ed a cultural and ecclesiastical renais­
sance t h a t Included t h e establishment 
of schools and t h e beginnings of medi­
eval Serbian l i te ra ture . 

Let us honor SL Sava, a man who 
was a champion of Serbia's religious 
and cultural he r i t age .* 


