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Energ'y Tax Arpects of Chicago's
$7.2 Billion Building Program

By Charles R. Goulding, Charles G. Goulding and Gary Saaell

Charles R. Goulding, Charles G. Goulding and Gary Savell

provide an overview of Chicago's recently announced program to
retrofit city buildings and improve infrastructure.

hic.ago Mayor Rahm Enranuel has announced a

ma jor $ 2.2 bi | | ion i nfrastruc-tu rer i nrprovemenl
and municipal builcling energy reduction

initiativc. The City of Chic.rgo is comment'ing a

projec-t to rctrofit their builclings :rncl infr.rstruc-ture
throLrgh thc creation of the Chicago Initiative Trust.
This projcct allor,vs the c-ity to raise lroth public.rncl
private capital funcling of about $1.7 billion without
clipping into tax revcnuc. The entire projerct, called
"Building .r Ncw Chicago," weighs in at al-rout $7.2
l;illion and attempts to f ix a large portion of Chicago's
aging infrastruc.ture, ranging from sewers tct roads to
airports. More specifically,
r More than 

.100 
ChicagoTransitAuthority stations,

Chicago's rail system, will bc repairecl.
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$1.1 trillion rvill be s[)ent on the infrastruc-tLrre:

educational i mprovements.
$1.a trillion will bc spent inrproving Chicago's
O'Hare International Airport. Airports .rre of
particul.rr interest cJuc to thcir .rbility to L-re.rte .r

local economy arouncl thc airl;ort itself.r
In addition, $250 million has llccn alrcady
allocated to "Rctrofit Chicago," with thc goal
of transforming Chicago-orvneci ltuildings into
energy-erff ic ient moclcl s for other m u n ic i 1ta I ities
in the Unitecl States to follow.

Additive Project Funding
This Chicago initiative is a public-private partnership
where the funding for this massive project will be
additive, including:
I Energy Cost Savings-Energy costs saved from

today's generation of energy-efficient products
are substantial. Energy-efficient lighting can
reduce electric costs by 50 percent or more, and
energy-efficient HVAC can reduce costs by 20
percent or more.
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Local Utility Rebates-Utility compan ies,
including ComEd, Nicor and DSIRE, typically
offer rebates for energy-efficient lighting and all
HVAC. See footnote for rebate details.r
The Clinton Initiative-As part of a goal for
climate change, former President Bill Clinton has

established the Clinton Climate Initiative wnere
financing can be achieved for retrofit pro;ects
such as the one in Chicago. President Clinton has
suppofied the Chicago InfrastructureTrust and even
announced a retrofit projcct with Mayor Emanuel.
This united announcement illustrates the ability
of Mayor Emanuel to gct connected with high-
powered individuals in the federal government.
Private Sources which will presumably include
ESCO-Provided Energy Performance Contracti ng
and On-Bill Utility Financing-ESCO is short
for Energy Servicc Company. ESCOs are the
c,ompanies who provide the energy equipment
installation services. In this c-.rse, the contracted
ESCO will finance the project themselves. Thcn,
the ESCO is paid bac.k throul3h future cost s.rving,s,
whic-h means the building owner or prim.rry
dcsigner does not have to worry altout the
potential c-ost savings. The ESCO usually requires
a contr.rct of up to 10 years to guarantee a return
on investment. On-Bill Financing etllows the City
of Chic-ago to finance the initiative by paying
off the principle and interest of the invcstment
through their monthly utility bill. Due to the
cost savings of the improvements, the utility l)ill
should decrease making ongoing payments less,
while paying off the cost of the initiative at the
same ttme.

r The $1 .7 billion of public and private c-apital
fundinq is described above.

Jo-p Starting the
Chicago Economy
Chicago, America's third largest city, has been
challengcd by mediocre economic results. ln
contrast, NewYork City, the largest city in the United
States, has benefited from a resilient economy along
with Houstcln from a faster growing economy. Among
major metropolitan areas in the world, Chicago has
the fourth largest economy in the world ranking
behind Tokyo, New York and Los Angeles. This
initiative project creates jobs, which should spur
the economy, while the Chicago infrastructure gets
improved along the way.

a?

To remain a competitive member of the big four
cities, Chicago must reduce its municipal building
energy costs. New York City has mandatory energy
benchmarking for buildings sized 5O,OOO square
feet or greater. SeeTable 1 for a detailed comparison
between Chicago and New York. Los Angeles has
a more rigorous building energy code, too, and
also uses mandatory energy usage benchmarking.
Houston has embarked on a maior initiative to reduce
municipal building energy uie including energy-
efficient lighting, HVAC and building envelope as
part of what it calls "ReBuild Houston."'r
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Major building renovation is a labor-intensive activity
rcqu i ri ng a rch itects, cngi neers, project m.t nagers, other
consu lta nts, electri c ia ns, HVAC ctontractors, c.l rpenters
and other construction l;rborers. This jolt cre.rting
initiative will stimulate the local cconomy.

The EPAct Government
Building Tax Incentive
The EPAct government building designer tax incentive
provides substantial tax savings and opportunities
for the ESCOs and lighting designers involved in the
Chicago project. Table 2 is the result of a preliminary
analysis of some of the city's largest buildings. Based
on our findings, the building designer can receive an
EPAct deduction of up to approximately $7.9 million
dollars. Chicago has many other eligible buildings
and parking garages, including Chicago's 23 police
district local stations, 92 fire departments and 6-13

public schools, which may qualify for the g.l .80-per-
square-foot tax deduction under EPAct after the
retrofits and new construction have been comoleted.,

Table 1. Comparing Chicago to New York
Chicago I New York

Population 19,4t1,10-5 lw,szA;Oz| ' "'' """'(Metro Arel) | (Metro Arcat

lt orrorrrir ( )ull)ut I $l(X) l.|illi,)n | $ I.I Irilli,,rr

Unemployment Rate I 9'%, (Metro Area) | 9.5,'1,

(.hange' in Poltula I l)c. rt'.rt,' hy tr.')"1, I In, rr,ast' lry
lionl:iclwt't'rr l(XX) | ll.l",,
ancl 2010

Change in Tourism I Decre.rse hy 16'1, I Increase by
Belween2000 I ltS",,,
and 20.1 0

Sourt.e : C-hit ago cl.rta from Ct\lin14 (.hicago to (,row,, llloont-



e Z. Large Chicago Municipal Build EPAct Designer Benefits

Property

Total
Square
Footage

Lighting
HVAC
Maxirnum
Deduction

Buildins
Envelofe
Maximum
Deduction

TotalMinimum Maxinrum
Deduction Deduction

()'I lare IntcrnationaI
Airport (Estinratcl

Midway International
Airport Terminal

llarold Washington
[,ibrary

Chicago Public
Schools Headquarters

Chicago Ciry Hall

Chicago Police Head-
quarters

Chii.rgo Emergcncy
\ {)mntuntc.-lttons
(-entcr

Chicago Cultural
Centcr

Tola ls:

1,000,000

900,000

756,0OO

570,910

-s00,000

390,000

t61,000

r 10,000

l,8 t 7,(xx)

$ l(x),000

$ 270,000

$ 226,800

$ 171,273

$ 150,000

$ 1 17,000

$ 48,300

$ 33,000

$ 1,3'16,373

$ 6(X),000

$ 540,000

$ 4.53,600

$ 342,546

$ 300,(xx)

$ 234,000

$ 96,(,(X)

$ 66,000

$ ),6.J),746

$ 600,000

$ s40,000

$,+s3,600

$ f 42,546

$ 100,(xx)

$ 23,1,000

$ (,)6,(,(X)

$ 66,000

$ 2,6.1),71(t

$ 600,000

$ s40,000

$'+.53,600

$ 312,546

$ 300,000

$ 234,000

$ ()6,600

$ 66,000

$ 2,6.J2,746

$ 1,800,000

$ 1,620,000

$ r,360,{}00

$ 1,027,638

$ 900,(xx)

$ 702,000

$ 289,{l(X)

$ 198,000

$ 2,8e8,23t1
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Note: Size estimates and sample locations used

Pursuant b (-rile Scc. 1 79D, as enactecl lty the Energy
Pol icy Ac1 of 2 005 ( E PAct),. propexty owncrs of cnm mercia I

buildings and the primary designeron government ltrolects
i n | | I i nois maki ng qua I ityi ng cnergy-reduci ng i nvestmcnts
in their ncw or cxisting locations can olttain imme.diatet
tax cledr,rctions of up kr $1 .UO per square frnt.

lf the builcling project clocs notclualily forthe maxinrunr
$ 1 . tiO-pcr-sq ua rc-foot i m med i ate tax ded uction, therr:
are tax decluctions of u1t to $0.60 per square foot for
cac.h of the three major building subsystems: lighting,
HVAC (he.tting, vcntilating, ancJ air conditioning) ancl
the building envelope. Thc builcling envekrpe is cvery
item on ther building's exterior perimeter that touches the
outside world including roof, walls, insulation, dortrs,
windows .rnd founrl.rtion.

Conclusion
The benefits of "Building a New Chicago" are not
too difficult to imagine. With the potential savings on

energy costs in addition to the tax decluction under
EPAct, Chicago is one stcp closer to .rchieving this
goal of a new and improved infrastructure that will
ensLrre Chicitgo's placing on the map of top citics in
the. Unitecl Statcs and the worlcl.
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