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Commercial Buildings in EPACT : 
The Basics

• SECTION 1331 OF H.R. 6 (PUBLIC LAW 
109-58)

• Signed in August, 2005

• Tax Deduction Provision for Energy-
Efficient Commercial Building Property

• Extra Financial Assistance
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Commercial Buildings Tax Deduction

• Three major systems  
– HVAC

– Lighting

– Building Envelope

• Maximum deduction available for whole-
building approach

Working Together, Advancing Efficiency

Maximum Tax Deduction
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Partial Tax Deduction

Up to $0.60/sq. ft. per system for improvements to 1 
or 2 systems

Working Together, Advancing Efficiency

Reference Building

• Same climate zone as 
the taxpayer

• Meets minimum 
requirements of 90.1-
2001
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Interim Rules for Lighting 

$0.30 to $0.60 per square foot for 

25%-40% lighting savings

relative to ASHRAE 90.1-2001

Sliding Scale Based Upon Lighting Power Density Reductions

Working Together, Advancing Efficiency

Calculating a Partial Deduction

Performance Rating Method

Energy and Energy and Energy and Energy and 
Power costsPower costsPower costsPower costs
Interior lightingInterior lightingInterior lightingInterior lighting

HeatingHeatingHeatingHeating
CoolingCoolingCoolingCooling

VentilationVentilationVentilationVentilation
Hot waterHot waterHot waterHot water

Energy and Energy and Energy and Energy and 
Power costsPower costsPower costsPower costs
Interior lightingInterior lightingInterior lightingInterior lighting

HeatingHeatingHeatingHeating
CoolingCoolingCoolingCooling

VentilationVentilationVentilationVentilation
Hot waterHot waterHot waterHot water

====
Difference,Difference,Difference,Difference,

Expressed as Expressed as Expressed as Expressed as 
a percentagea percentagea percentagea percentage

----

Reference BuildingReference BuildingReference BuildingReference BuildingCustomer BuildingCustomer BuildingCustomer BuildingCustomer Building
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Certification Requirements

Guidance indicates that certification should come 
from: 

– A Qualified Individual: licensed engineer or 
contractor

– Qualified Software: Within the DOE’s published 
list of qualified software

Working Together, Advancing Efficiency

Commercial Tax Deductions: 
Before and After June 2, 2006

Deduction for Maximum Deduction for Maximum Deduction for Maximum Deduction for Maximum 
BuildingBuildingBuildingBuilding

Concept of Partial Concept of Partial Concept of Partial Concept of Partial 
DeductionsDeductionsDeductionsDeductions

Interim Guidance for Interim Guidance for Interim Guidance for Interim Guidance for 
lightinglightinglightinglighting

Need for Certification Need for Certification Need for Certification Need for Certification 
and Qualificationand Qualificationand Qualificationand Qualification

What we had before, plus…What we had before, plus…What we had before, plus…What we had before, plus…

Guidance on efficiency targets Guidance on efficiency targets Guidance on efficiency targets Guidance on efficiency targets 
for HVAC and Building Envelopefor HVAC and Building Envelopefor HVAC and Building Envelopefor HVAC and Building Envelope

Additional guidance for LightingAdditional guidance for LightingAdditional guidance for LightingAdditional guidance for Lighting

Description of Reference Description of Reference Description of Reference Description of Reference 
BuildingBuildingBuildingBuilding

Certification and Qualification Certification and Qualification Certification and Qualification Certification and Qualification 
ProceduresProceduresProceduresProcedures

BEFOREBEFOREBEFOREBEFORE AFTERAFTERAFTERAFTER
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Resources for Potential Support

Internal Revenue Service – www.irs.gov

Guidance: 

http://www.irs.gov/pub/irs-drop/n-06-52.pdf

News Release:

http://www.irs.gov/newsroom/article/0,,id=158395,00.html

Working Together, Advancing Efficiency

Possible Guidance on Meeting Advanced 
Energy Targets

• New Buildings Institute (NBI) www.newbuildings.org

– Advanced Buildings™ Suite:
• Benchmark™
• Benefits Guide
• Reference Guide

– Advanced Lighting Guidelines

Case Studies Available at: www.advancedbuildings.net

• North West Energy Efficiency Alliance – Better Bricks 
www.betterbricks.com
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Resources for Potential Support

• Commercial Building Tax Coalition: 
www.efficientbuildings.org

• Lighting Tax Deduction Information: 
www.lightingtaxdeduction.org

Working Together, Advancing Efficiency

Commercial Building Tax Coalition 
Websites



9

Working Together, Advancing Efficiency

For more information: 

Susan Loucks

617-589-3949 x205

sloucks@cee1.org


