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The Home Improvement Store 
EPAct Opportunity

By Charles Goulding, Daniel Penza and Daniel Audette

Charles Goulding, Daniel Penza and Daniel Audette discuss the 
potential EPAct benefi ts available to home improvement retailers, 

particularly Home Depot and Lowe’s.

Home Depot and Lowe’s are long-time com-
petitors familiar to every virtually adult 
American. Two of their major product lines 

are energy-effi cient replacement lighting and a vari-
ety of building-envelope products including roofi ng 
and insulation. Code Sec. 179D, as enacted by the 
Energy Policy Act of 2005 (EPAct),1 provides commer-
cial energy tax incentives covering the installation of 
energy-effi cient lighting, HVAC and building envelope 
components. These incentives should be viable for 
these home improvement retailers, particularly with a 
practical understanding of how to monetize the HVAC 
opportunities. These large store owners are particu-
larly well suited for a large tax incentive that drives off 
of square footage. This article presents the potential 
EPAct benefi ts available for these stores along with the 
case study results for numerous unrelated air condi-
tioned store/distribution center type facilities.

The Home Improvement 
Store Environment 
Home Depot has made residential energy cost savings 
a core part of its national advertising campaign. With 
the economic downturn, both of these large chains 

have curtailed new store construction. Instead, these 
chains focus on existing store operating results and are 
shutting down poor performing stores. Lowe’s has re-
cently announced that it is shutting down seven poor 
performing stores.2 One way to materially improve 
existing store operating results is to greatly reduce 
energy-related operating costs. This is particularly 
good practice for businesses that are in the business of 
selling energy-reducing products on a large scale. 

Code Sec. 179D
Under Code Sec. 179D, building owners who make 
qualifying energy-reducing investments can obtain im-
mediate tax deductions of up to $1.80 per square foot.

If the building project doesn’t qualify for the maxi-
mum of $1.80 per square foot immediate tax deduction, 
there are tax deductions of up to $0.60 per square foot 
for each of the three major building subsystems: light-
ing, HVAC and the building envelope. The building 
envelope covers every part of the building’s exterior 
perimeter that touches the outside world including roof, 
walls, insulation, doors, windows and foundation. 

Energy-Effi cient HVAC for 
Retail Distribution Centers
The HVAC technologies that will typically produce 
favorable EPAct tax deduction results for these types 
of facilities include: 

chillers in facilities less than 150,000 square feet; 
very high energy-effi cient chillers; 
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energy recovery ventilation (ERV); 
demand control ventilation (DCV); and 
for facilities 150,000 square-feet or greater 
combinations of very effi cient chillers ERV and/
or DCV. 

The actual case study results for similar air con-
ditioned facilities across the country are found in 
Table 1.

The facilities represented in Table 1 that qualify 
for the full $1.80 per square foot EPAct tax de-
duction typically account for this result is by 
combining energy-efficient lighting along with the 
specified HVAC. 

Home Depot and 
Lowe’s EPAct Potential Benefi ts
An estimate of the potential benefi ts for both store 
chains and their distribution centers are found in 
Table 2 and Table 3.

Conclusion
The large home improvement retailers have a 
major opportunity to reduce their energy-related 
operating costs. They are experts on lighting 
and building envelope products. By focusing on 

Table 1. Actual Facilities Results

Table 2. Home Depot

Table 3. Lowe's
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energy-efficient HVAC they should be able to both 
save energy and obtain large EPAct tax incentives 
for doing so.

ENDNOTES

1 Energy Policy Act of 2005 (P.L. 109-58).
2 Lowe’s Posted Flat Income in Quarter, N.Y. TIMES, available online at 

www.nytimes.com/2011/08/16/business/lowes-posts-fl at-income-in-
quarter.html, Aug. 15, 2011.
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