RE LAW

Tax Incentives for Green Construction Projects

hough famous for saying, “It’s
not easy being green,” Kermit
the Frog may be singing a
different tune in today’s

economy, where going “green”
often comes with significant opportunities for
tax incentives and savings.

Both the federal government and many
states, including Arizona, provide a range
of tax credits and other financial incentives

for builders to go green. Key among these

incentives are federal’s energy-efficient
commercial buildings tax deduction and
energy investment tax credit, and the
State of Arizona’s commercial and
industrial solar tax credit and
renewable energy tax incentive
program. Unfortunately,
many builders and real
estate professionals have
been slow to reap the
benefits of these green
project incentives, often

leaving cash on the table.
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i —~Federal Level
§ { » Energy-Efficient Commercial
f Buildings Deduction
’ Enacted as part of the Energy Policy
' % Act of 2005, the federal energy-efficient
| commercial buildings deduction provides
| ownerswith an immediate tax deduction
g for all or part of the cost of install-
! ing certain energy-efficient property.
{ The deductible amount is up to $1.80
! per square foot for the installation of
{  interior lighting, heating, cooling, ven-
{ tilation, hot water or building envelope
E systems that are installed as part of a
‘ plan to reduce the amount of power used
{ by 50 percent or more, in comparison to
| areference building as defined in the
j Treasury Regulations. The deduction is
i available for property that is “placed in
ots | service” before Dec. 31,2013, and covers
? “green” projects such as the installation
w s ?j of automatic lighting controls, efficient
s i insulation, and the use of recycled water
mit for cooling and restroom facilities.
g i ;
s { » EnergyInvestment Tax Credit
" The federal energy investment tax
en credit is aimed at encouraging taxpay-
for ers to produce and use energy sources
other than oil or gas. Under the Internal
ny Revenue Code (IRC), businesses are
entitled to claim a 10 percent or 30 per-
1ge cent credit for installing systems that
ves generate energy for the business’ own
sge use. A 30 percent credit is available for
. the installation of equipment using
o solar energy to generate electricity or
nd to heat or cool a building, fuel cells that
he generate electricity, and small wind
nd energy property. A 10 percent credit is
available for the installation of a solar
nd system for lighting a building, certain
ve combined heat and power systems,
ly, and equipment using groundwater for
al heating or cooling. In order to claim the
credit, the taxpayer must either con-
ve struct or reconstruct the property, or
1e be the first user of the property, and
’n the residence must satisfy certain per-
:n formance and quality standards set
forth in the Treasury Regulations.
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RE LAW

BECAUSE YOUR HEALTH IS THE POINT

Health Point

CLEANING SOLUTIONS

Janitorial & Custodian Services - Carpet Cleaning
Metal, Marble, Glass Maintenance - Floor Stripping & Refinishing
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BACK TO BASICS

All Lunch Programs
held at the Arizona
Biltmore Resort.

Open to the public.

Register online to
Join, sponsor or
attend events.

tel 602-712-9822
admin@arizonacrew.org
www.arizonacrew.org

JOIN AZCREW and the commercial real

estate industry’s most influential women

UPCOMING PROGRAMS

September 21 - Alternative
Acquisition Strategies: What to
Look for in Purchasing Notes

October 19 - Hungry for Success:
The Inside Scoop on Restaurant
Development

Also in October - Downtown Ride,
Dine & Networking Night on the
Light Rail

PLUS MONTHLY AFTER HOURS MIXERS

programs subject to change dependent on speaker availability

AZCREW




RE LAW

- State Level
» Arizona Commercial/Industrial Solar )

Energy Tax Credit

Under Arizona Revised Statutes (ARS), an
income tax credit is available to businesses that
install one or more solar energy devices in an
Arizona facility. The tax credit is equal to 10
percent of the cost of the solar energy device,
with up to $25,000 of tax credit available for a
single building. The credit is available through
the Arizona Department of Commerce (ADOC),
which is authorized to certify up to $1 million
in solar energy credits per year. Solar energy
devices qualifying for the credit generally
include devices designed to provide heating,
cooling or daylighting, or to produce electrical
power from solar energy.

» Arizona Renewable Energy Tax
Incentive Program
Effective Jan. 1, 2010, the State of Arizona
began offering a tax incentive program aimed at
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encouraging renewable energy product manu-
facturers to relocate to Arizona, or expand their
local operations. The program provides income
and property tax incentives to businesses in the
solar, wind, geothermal or renewable energy
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industries that make certain qualifying investments in man-
ufacturing or headquarter operations in Arizona. Qualifying
businesses may receive a refundable income tax credit, as well
as real and personal property tax reductions. The credit is avail-
able through the ADOC, which is authorized to certify up to $70
million in income tax credits for a five-year period, beginning
on Jan. 1, 2010.

The green tax credits and incentives highlighted above
represent only the surface of potential tax and financial ben-
efits available to companies committed to green construction.
However, because the ability to claim tax incentives and credits
for green projects often involves some pre-planning, certification
or record keeping requirements, consulting with a professional
tax adviser prior to undertaking a green construction project
is advisable. ma::

www.azcommerce.com/BusAsst/Incentives
www.epa.gov/oust/fedlaws/publ_109-058.pdf
== www.irs.gov/taxpros/article/0,,id=98137,00.html

@ www.azleg.state.az.us/ArizonaRevisedStatutes.asp

Article written for AZRE by Kelly C. Mooney, J.D., LLM., who is a shareholder in the Tax
Department at Gallagher & Kennedy P.A. She practices in the area of federal tax law, with
an emphasis on the taxation of individuals, corporations, partnerships, tax-exempt enti-
ties, estates and trusts, and civil tax controversy matters. www.gknet.com
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While being “green”
may hot be easy, it can
offen suﬁs‘ran’nal mx

\ B\
sawvi gs oppor'tunl’ne\s

/ /,

Let's talk ...

.. about really different
workspaces, our problems
with portfolios and making
space in our brains for the
journey forward.
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REGISTER NOW & SAVE!

www.corenetglobal.org
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