Energy Efficient Building Deduction

ENERGY POLICY ACT
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GREEN INITIATIVE

The Energy Policy Act of 2005 (EPAct) added Code §179D/For certain commercial property types, 35 states have stricter
which provides up to a $1.80 per square foot as an immediate lighting standards than ASHRAE 2001 and therefore, most
tax deduction. Building investments that achieve specified likely qualify for the $.60 per square foot lighting deduction

energy cost reductions beyond ASHRAE 2001 building energysimply by meeting code.

code standards are eligible. Within the $1.80 maximum incen- arkansas Maine Oklahoma
tive are three potential subsystem tax deductions, allowing for cgjifornia Maryland Oregon
a maximum of $.60 per square foot for lighting and lighting colorado Massachusetts Pennsylvania
controls; HVAC (heating ventilation and air conditioning); and connecticut Montana Rhode Island
the building envelope. The building envelope is defined as the g|griga Nebraska South Carolina
perimeter of the building including roof, walls, windows, doors Georgia New Hampshire Utah
and floor/foundation. The incentives apply to buildings or |qaho New Jersey Vermont
systems placed in service or remodeled during calendar years |jjinois New Mexico Virginia
2006-2013. In the case of a non-taxpaying entity |owa New York Washington
(municipalities, schools and government buildings) EPAct kansas Nevada West Virginia
provides for the primary designer, typically architects and Kentucky North Carolina Wisconsin
engineers, to obtain the incentive benefits. Louisiana Ohio

BRIGHT BENEFITS W
The process of qualifying for lighting deductions is easier than
for HVAC or the building envelope. For those two areas, energy , . w
modeling is required. The lighting market is enjoying sustained e o
strength. Rising electricity costs, more rigorous state and local
building energy codes, and improved lighting products are "
resulting in compelling economic paybacks, many times less - |

than 2 years. As a result, it is easier for facility executives to win
funding for energy-efficient lighting investments before HVAC or
building envelope. Lighting specifiers are increasingly comfort-
able with the EPAct lighting requirements and know they can
meet them for the most property categories. This confidence ™=
enables them to include EPAct tax benefits right in the initial

lighting proposal. ENERGY EFFICIENCY STUDIES EQUAL

ENERGY ECONOMICS
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SUBSTANTIAL TAX DEDUCTIONS

The Energy Policy Act of 2005 created a new tax incentive for
constructing energy efficient commercial buildings. Section
1331, the Commercial Building Tax Deduction, establishes a
tax deduction for expenses related to the design and installa
tion of energy efficient commercial building systems. This
8179D deduction can only be claimed after obtaining a certifi-
cation by an engineer or contractor that is properly licensed as
a professional engineer or contractor in the jurisdiction in
which the building is located. This certification is acquired by
having an Ernst & Morris Energy efficiency study performed.
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