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The American Institute of Architects (AlA) commends the Committee for its leadership
on tax reform and for convening a hearing to explore the issue of expired business tax
provisions that were proposed for extension in Chairman Dave Camp’s tax reform
discussion draft released on February 26, 2014. We appreciate the Committee’s
commitment to providing our nation’s businesses with the certainty of permanent tax
policy that promotes economic and job growth.

In this regard, we urge Congress to consider Section 179D, the Energy Efficient
Commercial Building Deduction (“Section 179D or the “179D deduction”), which
expired on December 31, 2013. Section 179D is an important tax policy for businesses
that critically incentivizes energy efficiency. Our strong hope is that Section 179D is
made permanent and possibly improved to further increase its impact.

The AIA & Architecture in Our Communities

The AIA has been the leading professional membership association for architects and
allied partners since 1857, representing more than 81,000 architects and emerging
professionals nationwide and around the world.

In 2011 alone, the 17,500 architecture firms owned by AIA members grossed billings of
$26.0 billion, driving economic activity and job growth. Moreover, most architecture
firms at which AIA members work are small businesses, with nearly 97 percent of firms
having fewer than 50 employees.

Architecture is about more than just buildings. At a time when our nation faces great
challenges that require innovative, forward-thinking solutions, architects are in the
business of creative problem-solving. Architects work to advance our quality of life
through their commitment to healthy, safe, resilient, and sustainable communities. From
designing the next generation of energy-saving buildings to making our communities
healthier and more vibrant, from helping neighborhoods rebuild after disasters to
exporting American design know-how to the rest of the world, architects turn dreams and
aspirations into reality.

Background on Section 179D, the Energy Efficient Commercial Building Deduction

By way of background, Section 179D of the Internal Revenue Code provides a deduction
for certain energy efficient commercial building property expenditures. The maximum
deduction is $1.80 per square foot. In the case that a building does not meet the 50
percent energy savings requirement, a partial deduction of $0.60 per square foot is
allowed for each separate building system that comprises energy efficient property and
that is certified as meeting required savings targets. To encourage the public sector to
utilize these same energy efficient enhancements, the 179D deduction also provides a
federal, state, or local government owner of a commercial building an election to allocate
the tax deduction to the primary person responsible for designing the energy efficient
enhancements installed in the building.



In the short-term, the 179D deduction enables building owners to offset the often costly
expenses associated with energy efficiency enhancements. In the longer-term, building
owners who take advantage of the179D deduction realize significantly lower energy
costs, the benefits of leading edge design and construction that enhances the building’s
long-term market value, and the benefits of a cleaner environment.

In the case of a public entity, the allocation of the 179D deduction, in the short-term,
results in savings by allowing the public entity to negotiate a better deal and, in the long-
term, allows the public entity to realize ongoing energy savings. The average 179D
project (typically $0.60/sq. ft. for lighting upgrades) saves a public entity an average of
20 percent on their energy expenses.

Making Section 179D Permanent

Section 179D has been an extremely effective tool in increasing the energy efficiency of
buildings. Section 179D has leveraged billions of dollars in private capital, resulting in
the energy efficient construction and renovation of thousands of buildings, while creating
and preserving hundreds of thousands of jobs. It is one of the best examples of the
tremendous impact tax incentives can have on financing energy efficient property.

Section 179D’s success demonstrates the strong need to retain an energy efficiency
provision in the tax code. We also strongly urge Congress to make permanent and
enhance the Section 179D deduction by: (1) ensuring the ability of pass-through entities
to capture the full value of an allocated deduction in the case of a public owner of a
building; (2) allowing non-profit owners of buildings, similar to public owners of
buildings, to allocate the deduction; and (3) increasing the value of the deduction. These
improvements would further increase the impact of Section 179D.

AlA has been working on this issue with other design and construction, real estate, and
energy efficiency industry stakeholders. In this regard, please find attached a recent joint
stakeholder letter in support of Section 179D extension and reform.

Conclusion

AlA appreciates the opportunity to submit this statement for the record. We request that
Section 179D be made permanent and possibly enhanced as part of the Committee’s

process to review and make some expiring tax policies permanent. AlA and its members
are ready to serve as a resource to Congress and the Committee on these and other issues.
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Coalition fto Extend and Improve the
179D Tax Deduction for Emergy Efficient Buildings

Aprl 1, 2014

The Homorable Bon Wiydan The Honorable Omin Hatch
Copnmrtes on Financs Commste= on Firance

1.5, Senate 5. Senars
Washinstan TZ 20510 Washingion, D.C.

Diear Chamman Wyden and Fanking Member Hatch:

We write to urge extension of the Section 1790 tax deduction for ensrgy
efficient commercial and pmitifanyily baildings —with refinements inchided in 5.
2158 {inmodoced foday) fo better enable the deduction’s use for “remodis" of existng
tuildings. Section 1790 expired on December 31, 2013.

(Crar organizatons and comipanies represent & broad spectum of the 175,
Comomy. They inchde real estate, mamfacnming, architecture. contracting, building
services, financing, labor, educaton, envireomeental and energy efficiency adwocates.
We represent many small usinesses that drive and sustin Amesrican job growth.

Section 1700 provides a tax deduction to help offset soms of the high costs of
energy afficient componants and systems for commercial and larger mvaltifamaly
tuildings. The 1790 deduction has leveraged billions of dollars in private capital,
mesulted in the energy-efficient construction of thousands of buildings, and mreated
and preserved bondreds of thosands of jobs. It has lowered demands on the power
erid, meved our coumiTy chosar fo energy ndependence, and reduced carbon
Emissions.

Tao date, section 1 78D has primarily been used to encourage ensrey efficient
new oonsimaction.  The deduction has also been used successfally in the context of
public buildings. However, since 1 790 s initial enactment in 2005, the meent has alse
been to encourage private sector and non-profit ownoers to retrofit existing buildinss.
In this regard, 1790 can be inpooved.  Considening that most of the baoildings that
emist in the 5. today will still be smndmg for decades to come, 1790 should be
sirengrhensd (o encourage reiofits and thersby maximize the incentive’s poientdal as
an engine for somnd tax, jobs. enerzy and eoviropmental policy. Title I of the “Energy
Efficiency Tax Incemtives Act™ (5. 2189 — inreduced today by Semafors Candin,
Femstem, and Schatz — presenves the deduction”s application for new consirocton and
public buildings, while alzo meaninsfully incendvizes private sector and non-profit
refrofits. The commearcial aldings provisions in 5. 2139 have been carefully
analyzed and thoroughly vetted by myriad stakeholders, and should be incorporated
info ary tax extendsrs package. Title I of 5. 2129 farther provides a sound podicy

bridge to comprebensive @x reform efforts.

We smongly urge you to extend saction 1790, with improvemsnts to emabls
retrofit projects as affered by Title of 5. 2189, Thank you

Cez The Hooorable Benjamin Cardin
The Hoporable Dianne Feinstein
The Hoporable Brian Schatz
Mambers of the Firance Commities of the 175, Senans
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STPPORTING ORGANIZATIONS

ABM Indnsiries

Advanced Enerzy Economy

Air Barrier Assodation of America

Air Conditioning Contractors of Amenca
Air-Conditioning. Heating, and Fefigeration nstifate
Alliance for Industrial Efficiency

Alliance to Save Energy

Ameresco

American Council for an Epergy-Efficient Economy
American Mstinme of Architecs
American Public Gas Aszociation

American Society of Interior Diesizmers

Apprizal Insdate

ASHEAE

Big Azz Fans

Buildmz Cramers and Manazars Association (BOMA) Inferrational
CCDV Insdiraie

Coundl of North American Insnlation Mamifacturers
Eaton

Energy Fuhae Coalition

Energzy Tax Savers, Inc.

Environmental Defense Fund

Independent Elecirical Confractors

Inpersall Band

Insulation Contractors Association of America

Insdrate for Markst Transformation

Insdfate of Feal Estate Management

Interraviional Comncil of Shopping Centers
Interrational Union of Pameers and Allied Trades
Johnson Confrels, Inc.

Legrand

Mechanical Contractors Aszodadon of America (MCA&)
Mletras Ensrzy, Inc.

NATOP, the Commercial Feal Estate Development Association
Natiomal Apartment A ssociytion

Natoral Assocation of Elecirical Dlistribators
Natopal Association of College and University Business Crificers
Natoral Association of Home Bulders

Hatomal Association of Feal Estate Ivesiment Trwsts
Natomal Assodation of BEALTORSE

Natiopal Electrical Contractors A ssociation

Natioral Elecimical Mamifactarers Association (BEMA)
Natiomal Leased Hounsing Aszociation (HLHA]
Natsoral Ml famity Hosing Council
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HManmal Besoumces Defenze Couneil

Mational Roofing Contractars Associytion

Oz=ram Sylvania

Crwrens Coming

Phumbinez-Heating-Cooling Coniractors—Mazonal Asseciation

Bolyvisocyvamrate Insulation Mamafamurers Associaton

Beal Esmie Board of Mew Yook

Shest Metal and Air Conditioning Coeoractors” Mational Association

Sheet Metal Workers” Infemnational Assodatden, a dvision of SMART.
(International Assecixtion of Sheet Metal Air, Bail & Transportation Workers)

Saciety of Indusirial and Office REATTOR S8

Temal 1

The Fizal Estate Roundtable

1.5, Green Building Comcil

Window & Door Mamafachwers Association



