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The Energy Tax Aspects of Airports
By Charles Goulding, Amelia Aboff and Taylor Goulding
Charles Goulding, Amelia Aboff and Taylor Goulding outline how

Code Sec. 179D can be used to save taxes and operating costs for

s very large complexes with multiple build-
Aings and energy-intensive uses, airports have

huge opportunities for energy conservation
and energy-related tax deductions. Because airport
facilities operate 24 hours a day and have many en-
ergy-intensive activities, they are uniquely positioned
for large energy-efficiency projects. In addition,
airports are typically sited near densely populated
metropolitan areas, where the electric grid is already
experiencing increased demand stress related to
finite electrical supply. As a result, airports should
consider themselves obligated to invest in energy
efficient facilities to prevent the grid from reaching
peak demand, when the most inefficient power plants
must operate. The tax deductions available under
Code Sec. 179(D) for energy-efficient buildings can
provide major tax savings to owners of private airport
enterprises as well as designers of government and
government authority-owned airports.

The Code Sec. 179D
Tax Provisions

Pursuant to Code Sec. 179D as enacted by the En-
ergy Policy Act (EPAct)! and the underlying ASHRAE
(American Society of Heating Refrigeration and Air
Conditioning) building energy code, commercial
buildings are eligible for energy efficiency tax deduc-
tions of up to $1.80 per square foot. If a building’s
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airport facilities.

energy reducing investment doesn’t qualify for the
full $1.80-per-square-foot deduction, deductions
may be available for any of the three major sub-
systems, including:

1. lighting;
2. HVAC (Heating, Ventilation and Air Condition-
ing); and

3. the building envelope (anything on the perim-
eter of the building that touches the outside
world including roof, walls, windows, doors,
the foundation and related insulation layers).

Each component may qualify for up to 60-cents-
per-square-foot EPAct tax deductions.

Lighting Cost
Reduction Opportunities

Airport Lighting opportunities can be analyzed
based on:

1. In-Terminal Facilities; or

2. Near-Terminal Facilities.

For energy code and tax purposes, ASHRAE defines
In-Terminal Airport Facilities as any of the following:
1. Air/Train/Bus Baggage Area;

2. Airport Concourse;
3. Seating Area; or
4. Terminal Ticket Counter.

Near Terminal Airport Facilities may include:

1. Cafeteria/Fast Food Dining Area;
2. Mall Concourse; or
3. General Retail Sales Area.

The ASHRAE 2001 watts-per-square-foot baseline
for each of these property categories and the respec-
tive wattage reductions required to obtain between
30- and 60-cent-per-square-foot lighting tax deduc-
tions are as shown in Chart 1.
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Chart 1

ASHRAE Space Category
Air/Train/Bus Baggage Area
Airport Concourse

Seating Area

Terminal Ticket Counter
Cafeteria/Fast Food Dining Area
Mall Concourse

General Retail Sales Area

1.3
0.7
1.0
1.8
1.4
1.8
2.1

2001 Standard (W/ft?)

25% Over 2001

0.975
0.52
0.75
1.35
1.05
1435
1.57

40% Over 2001

0.78
0.42
0.6
1.08
0.84
1.08
1.26

Facility
Terminal A, Logan

International Airport
(Boston, MA)

Northwest Florida
Beaches Int'l Airport
(Panama City Beach, FL)

New Indianapolis Int’|
Airport & Control Tower
(Indianapolis, IN)

Port of Portland
Headquarters, Portland
Int’[ Airport (Portland, OR)

Terminal 2, OQakland
International Airport
(Oakland, CA)

Hangar 25, Bob Hope
Airport (Burbank, CA)'

Rental Car Facility,
Seattle-Tacoma Airport
(Seattle, WA)?

Warehouses, Dallas Fort
Worth Int’l Airport
(Irving, TX)?

Koll Airport Professional
Center, John Wayne
Airport (Santa Ana, CA)

LEED Rating

Certified

Registered

Certified

Gold

Certified
Platinum

Registered

Certified*

Silver

Square

Footage

646,000

105,000

1,200,000

205,500

233,000

70,000

2,100,000

316,500

40,000

Chart 2. Potential Tax Savings Available For LEED Airport Facilities

Lighting

Minimum
Deduction
$193,800
$31,500
$360,000

$61,650

$69,900

$21,000

$360,000

$94,950

$12,000

Maximum
Deduction
$387,600
$63,000
$720,000

$123,300

$139,800

$42,000

$720,000

$189,900

$24,000

HVAC
Maximum
Deduction
$387,600

$63,000
$720,000

$123,300

$139,800

$42,000

$720,000

$189,900

$24,000

Building

Envelope
Maximum
Deduction

$387,600

$63,000

$720,000

$123,300

$139,800

$42,000

$720,000

$189,900

$24,000

$1,162,800

$189,000

$2,160,000

$369,900

$419,400
$126,000

$2,160,000

$569,700

$72,000
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All new DFW airport facilities must be build either at the LEED level or incorporate LEED principals. This is an important development since DFW

has identified approximately 6,600 acres of available land that can be developed to support the airport. In October 2008, DFW's airport planning
department issued a 15-page booklet entitled Airport Image Elements that provides detailed design guidance for airport building design.

HVAC Opportunities

with Central Plants and
Thermal Storage

Due to their large and closely concentrated building
configurations, airports are perfectly situated for highly
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energy-efficient central plant HVAC energy equip-
ment solutions that utilize and or support multiple
facilities. Thermal storage?® and highly energy-efficient

centralized chillers are two such HVAC strategies.
Last year, Hawaii’s Honolulu International Airport
Continued on page 39
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replaced existing air condition-
ing systems with a centralized
chiller plant that is 50-percent
more energy-efficient than the
previous units. Similar upgrades
are planned for two other Hono-
[ulu International Terminals, with
annual electricity cost savings of
$2.3 million projected by 2010.
Chicago’s Midway Airport is
another excellent example of effi-
ciency through centralized HVAC
systems; the Midway Airport
Central Heating and Refrigera-
tion Plant has chillers as well as
nighttime ice production and ice
thermal storage facilities. By uti-
lizing this stored “coolth” (stored
thermal energy) for daytime air
conditioning, centralized facili-
ties can reduce their peak loads,
resulting in significant cost savings
for utilities with time-of-day elec-
tricity pricing along with major
EPAct HVAC opportunities.

Similar thermal storage systems
are now being introduced for
airplane cooling. Although not
eligible for EPAct benefits, air-
ports such as Miami International
are saving energy and money by
relying on preconditioned air and
thermal energy storage systems to
cool planes on the tarmac. Most
planes on runways are cooled
with auxiliary power units, which
are inefficient and can use up to
120 gallons of fuel per hour.

Solar Energy

In addition to thermal storage and
central plant systems for energy-
efficient HVAC, airports are also
positioned well for the use of solar
photovoltaic panels for electricity
generation. As large facilities with

enormous rooftop areas and no
nearby obstacles to cast shadows,
airports are a great location for
large PV arrays, whether self-
operated or leased out as part
of a power purchase agreement.
Airports also experience high air
conditioning loads during peak
daylight hours, which is precisely
when solar PV panels have their
highest output, making solar pan-
els a well-matched power source
for airport cooling systems.

LEED Certification

LEED, which stands for Leadership
in Energy and Environmental De-
sign, is the fast- growing marquee
standard for sustainable buildings.
LEED is the certification system
established by U.S. Green Build-
ing Council (USGBC). The four
certification achievements start
at the LEED-certified level and
proceed to the higher LEED silver,
gold and platinum levels.

Although LEED is not referenced
directly in EPAct tax provisions,
LEED qualification involves com-
puter model simulation results to
document target levels of energy
efficiency as does the EPAct. More
importantly LEED generally requires
adherence to ASHRAE 2004 light-
ing, which performs at ASHRAE
2004 energy-efficiency levels, and
generally will qualify for EPAct tax
deductions or at least come very
close. The new LEED 2009 system
places an even greater emphasis
on energy-reduction strategies, po-
sitioning buildings certified under
the new LEED guidelines for large
tax deductions.?

Virtually every one of the numer-
ous facility categories comprising
an airport complex can become
LEED certified as evidenced in
Chart 2. Certain LEED points, such
as proximity to mass transporta-
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tion and to a minimum number
of retail support services, are by
definition easy for an airport to
achieve. Accordingly, there is
strong support for the position
that all future airport construc-
tion and expansion should be at
LEED lévels. In fact, some airport
facility experts argue that due to
the impact that airports have, even
achieving LEED certification is not
enough of a minimum baseline.
It is particularly surprising that
none of the LEED airport facilities
identified above are New York Port
Authority facilities, since the Port
Authority oversees three major
airports in the New York area.

Energy
Management Policy

The private companies involved
with airports are often large na-
tional organizations that support
numerous airports including car
rental companies, retailers, parking
garage operators and warehous-
es. Most of these organizations
now have some LEED-certified
facilities or highly energy efficient
prototype facilities. Airport man-
agement can strongly encourage
or perhaps mandate by lease
terms that these same companies

- provide airport-related facilities at

the highest level.

Biofuels

In addition to more energy ef-
ficient facilities supported by tax
incentives, airlines are becoming
more focused on clean avia-
tion fuels also supported by tax
incentives. At the end of 2009,
15 major airlines and air cargo
companies had announced bio-
fuel purchasing initiatives. They
are negotiating to buy billions of
dollars of fuels made from veg-
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etable oil, coal and petro coke, a
byproduct of refining petroleum.
Additionally, at the end of 2009,
13 airlines signed a memorandum
of understanding with Rentech
Inc. to buy jet fuel made at a
proposed plant in Mississippi.
Rentech says its fuel has a smaller
carbon footprint than petroleum
because the C02 excreted from
the production process will be
subject to carbon sequestration
and injected into a Gulf Coast oil
reservoir. Presumably this process
will be eligible for a new $10-per-
metric-ton Carbon Dioxide Credit
provided in American Recovery
and Reinvestment Act of 2009.4

Airport Battery
Re-Charging Centers

Airports are in the process
of expanding laptop and cell
phone charging capabilities,
since virtually every traveler
now has one or more devices
requiring frequent recharging.
Presumably every airport in the

the publlcatlon abou
and her practical transfer pricing experiences in Asia.

CCH Tax Views Asia, a bi-monthly journal published by CCH
Singapore, covers the latest trends and recent developments in
the Asia-Pacific region. It features opinion-based articles, special
feature interviews with tax personalities, commentary on specific
tax scenarios and recommended strategies.

Visit www.cch.com.sg/sg/default.aspx for more information about
this and other CCH Singapore products.

country is evaluating vehicle
recharging systems, which will
be required for the numerous
new electric vehicles entering
the market. These recharging
resources will be needed for
passengers, rental car centers,
airport support vehicles and
airport employees. In particular
long-term parking areas pro-
vide a perfect vehicle battery
recharging opportunity.

Conclusion

Airports are typically large facili-
ties complexes encompassing very
large stand-alone buildings includ-
ing terminals, parking garages and
other large structures. The EPAct
tax incentives drive off of square
footage which is ideal for these
building complexes.

Dallas-Ft. Worth airport is man-
dating that all future expansions
and major renovations meet mini-
mum sustainability and energy
efficiency standards. Hopefully
all airports will follow this lead
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both for expansions and existing
building retrofits. Airport facilities
managers can effectively manage
the overall facilities complex to the
highest efficiency levels by replac-
ing banned lighting, mandating
energy-efficient commercial lease
standards and purchasing highly
energy-efficient HVAC.

Energy efficiency is on airport
radars. Fortunately, the EPAct tax
incentives can help commercial
airport tenants and government
airport facility designers maxi-
mize energy efficiency to save
taxes and operating costs.
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