


The Energy Thx Aspects of Revitalizing Detroit's Building Engine

to data from the U.S. Census, Detroit's population has
declined |rom945,297 inJulV 2000 to 713,777 in July
2010. The most pronounced drop occurred between
)uly 2OO9 and July 2010, when 85 percent of the
aforementioned population decline occurred.
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Sample Detroit EPAct
Tax Opportunities
Chart 3 presents the EPAct potential benefits for
the Penobscot Building.u Additionally, the EPAct
opportunity for some of Detroit's other larger
buildings are presented, including the down-
town Westin hotel, a marquee property already
restored, and the new Whole Foods currently
under construction.

Conclusion
Population decline has been a major factor in the
decline of Detroit real estate values. By making
improvements to lighting, HVAC and the building
envelope, building owners can improve the energy
efficiency of their buildings as well as save taxes.
Reduced energy costs, in turn, should help lure
more tenants back to Detroit properties as the city
continues its efforts at overhaul and revitalization.

Continued on page 52

Tenants
As energy costs-rise and lease prices fall, the relative
cost of energy becomes increasingly discernible. The
Department of Energy (DOE) estimates thatthe average
energy cost for an office building is $1.51 per square
foot.3 ln New York City, where rent per square foot is
$48,a energy is approximately three percent of lease
costs. By contrast, Triple Properties plans to rent space
in the Penobscot Building at a price of $'10;5 at that
pnce/ energy costs amount to 15 percent of a lease.
With energy constituting a much greater portion of the
costs to rent a Detroit office space, and with energy
bench marki n g becom i n g i ncreasi ngly standard i zed (if
not required), Detroit office managers have a need to
assistowners in makingtheir properties rnore attractive
to tenants through energy-efficient improvements.

Chart 2.
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Assessment (BEPA) standard. The
new BEPA standard is designed to
help buyers and lenders uinderstand

and compare a building's energy
consumption and related operating
costs and has been critical to the
emerging fields of energy savings
performance contracts and energy
savings warranty insurance.

Conclusion
The large property managers are
sophisticated companies serving
soph isticated cl ients. B i I I ion-dol lar
tax incentives for an industrial
sector do not arise often. Hopefully
the industry will soon realize
the magnitude of the EPAct tax
incentive oppoftunity and act on it.
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While touting the pilot program
as a more rational and Practical
interpretation of the statute, some
oractitioners remain concerned
ihat the PBCC has not yet taken the
opportunity to clarify what types
of business transactions constitute
ERISA Sec. 4062(e) events.
Accordingly, it seems that defined
benefit pension plan sponsors, their
legal counsel and actuarial advisors
must continue to carefully scrutinize
business transactions in order to
ascertain whether they believe
that the requirements of ERISA

Sec. 4052(e), with its accelerated
funding and reporting obligations,
are applicable. Without such careful
analysis, defined benefit pension
plan sponsors may be surprised
by heavy unanticipated funding
obligations and PBCC penalties
imposed for repofting and disclosure
failures. lt remains to be seen what
modificaitions will ultimately be

made by the rPBGC with respect to
the 2010 Proposed Regulation.
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