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Equipped for the job

NRCA backs legislation to enact a uniform depreciation period for energy-
efficient building improvements

BY DUANE L. MUSSER

NRCA supports federal tax policy that leads to greater economic growth within the roofing
industry and is advocating for bipartisan legislation, the Energy Efficient Qualified
Improvement Property (E-QUIP) Act, that will incentivize energy-efficiency investments in

commercial and multifamily buildings.

Almost two decades ago, NRCA began working with lawmakers to develop legislation that would
reform depreciation for nonresidential roof systems with a proposal to update the schedule to a
more realistic 20-year cost recovery. However, for many years, Congress merely extended
existing tax policies without making significant changes to depreciation schedules. Thus,
despite substantial bipartisan support within Congress for depreciation reform for

nonresidential roof systems, little progress was made in this area.
Background

Spearheaded by Reps. Brad Schneider (D-I11.) and Tom Rice (R-S.C.), the E-QUIP Act proposes a
uniform 10-year depreciation period for building improvements that meet certain energy-
efficiency standards, including nonresidential roof systems. Depreciation only applies to

nonresidential roof systems and roof systems on multifamily buildings; there is no depreciation
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for residential roof systems on houses not used as investment property. By providing for
accelerated cost recovery within the tax code, the act would simplify a series of complicated
rules for building energy-efficiency measures and cost-recovery rules that vary widely. This
patchwork of rules discourages business owners from making energy-efficiency investments and
dampens technological innovations needed to modernize U.S. building infrastructure and reduce

energy consumption.

For nonresidential roof systems, the E-QUIP Act would provide an alternative to the current
outdated 39-year depreciation schedule. NRCA has worked for many years to educate lawmakers
regarding the need to reform this provision of the tax code given its adverse effect on the roofing

industry.

Between 1981 and 1993, the cost-recovery mechanism for nonresidential real property was
increased by Congress from 15 years to 39 years. However, the 39-year schedule is not a realistic
measure of the average life span of roof systems, which a study commissioned by NRCA found to
be about 17 years. Given the disparity between cost recovery and the life of the asset, the 39-year
depreciation schedule acts as an obstacle to building owners replacing failing roof systems in a

timely manner, slowing economic activity in the roofing industry.
Working toward a solution

Despite NRCA’s many efforts to work with lawmakers to update the current depreciation
schedule to a more realistic 20-year cost-recovery period, Congress merely extended existing
tax policies without making significant changes to depreciation schedules for many years. As a
result, little progress was made regarding the depreciation schedule for nonresidential roof

systems despite substantial bipartisan support within Congress.

The trend changed with the Tax Cuts and Jobs Act of 2017, the most comprehensive tax reform
legislation in 30 years. Through NRCA’s advocacy, the new law expanded the definition of
qualified real property eligible for full expensing under Section 179 of the tax code to include
improvements to nonresidential roof systems. Section 179 allows certain taxpayers to
immediately expense the cost of qualifying property in the year the asset is placed into service
rather than recovering such costs over multiple years through depreciation. The Tax Cuts and
Jobs Act also expanded Section 179 so the maximum amount a business may expense annually
increased to $1 million and the phase-out threshold increased to $2.5 million and indexed these

figures to inflation.
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Having nonresidential roof systems added as qualifying property for Section 179 in the Tax Cuts
and Jobs Act was the culmination of NRCA’s years of efforts to educate lawmakers about the
issue. As a result, qualifying taxpayers may now elect to fully expense the cost of improvements
to nonresidential roof systems in the year they are placed in service rather than depreciating
them over 39 years for tax purposes. Under the inflation adjustments issued by the IRS for 2021,
the maximum amount that can be fully expensed is $1,050,000, and the deduction for full
expensing is phased out on a dollar-for-dollar basis for businesses with total equipment

purchases of more than $2,620,000 during the year.

Despite this improvement in the tax code, the outdated 39-year depreciation schedule remains
in effect for taxpayers that do not qualify for Section 179. In the wake of the major tax reform
enacted in 2017, NRCA has been looking for other opportunities to pursue further reform of the

depreciation schedule for nonresidential roof systems.

NRCA now is working to advance the E-QUIP Act to further reform depreciation policy. As
noted, the act would simplify complex depreciation rules with a uniform 10-year depreciation
period for energy-efficient building improvements that achieve energy savings beyond baseline
energy codes. It has a five-year duration of incentive and applies to improvements in
commercial buildings as well as multifamily buildings subject to the same energy code
requirements. For most building components, high-performance standards are pegged to the

latest version of the International Green Construction Code.”
Beneficial legislation

By facilitating more energy-efficient retrofits of aging and obsolete roof systems and other
building components in nonresidential buildings with state-of-the-art systems, the E-QUIP Act
will provide numerous benefits. An analysis by the American Council for an Energy-Efficient
Economy estimates the act would result in $15 billion in energy savings and a net increase of

130,000 jobs.

The E-QUIP Act is a smart economic, energy, infrastructure, environmental and jobs policy with
bipartisan support. NRCA is working to have the bill included as a component of any
infrastructure package or other legislation designed to sustain full recovery of the U.S. economy

that is considered by Congress this year.

Duane L. Musser is NRCA’s vice president of government relations in Washington, D.C.


https://nrca.net/
https://nrca.net/
https://nrca.net/
https://nrca.net/
https://www.professionalroofing.net/Authors/Details/Duane-L-Musser/172

This column is part of Rules + Regs. Click here to read additional stories from this section.

COMMENTS

Be the first to comment. Please log in to leave a comment.

SPONSORED CONTENT

The training you’ve been waiting for—with reduced prices!

Get your new and inexperienced workers on the roof and productive quickly with NRCA's
award-winning Training for Roof Application Careers! TRAC gives participants the
information and skills they need to become quality roof system installers.

Advertisement

i | NReA

TRAINING ror ROOF
APPLICATION CAREERS

New—reduced pricing!

SUBSCRIBE


https://www.professionalroofing.net/Articles/Connecting-across-the-country--04-01-2021/4856
https://servedbyadbutler.com/redirect.spark?MID=159287&plid=1459289&setID=167831&channelID=0&CID=0&banID=520381906&PID=0&textadID=0&tc=1&mt=1618333804245833&sw=1440&sh=900&spr=2&hc=526c79af31289015e836e813ef88353684e1edac&location=
https://www.professionalroofing.net/Sponsored-Content-1
https://servedbyadbutler.com/redirect.spark?MID=159287&plid=1459476&setID=290175&channelID=0&CID=0&banID=0&PID=0&textadID=69945&tc=1&mt=1618333804090333&spr=1&hc=a0823a601cdce2ebfb8c49e7b411c08002cb7145&location=
https://www.professionalroofing.net/Subscribe

i Nrea

SUCCESSFUL RESIDENTIAL ROGFING CONTRACTORS SHARE TIPS OF THE TRADE

FEATURED LINKS

Subscribe Past Issues Media Kit Our Advertisers Contact

71 NRCA

© COPYRIGHT 2021 NATIONAL ROOFING CONTRACTORS ASSOCIATION | PRIVACY POLICY



https://www.professionalroofing.net/CopyrightPolicy
https://www.professionalroofing.net/PrivacyPolicy
https://www.professionalroofing.net/Subscribe
https://www.professionalroofing.net/Subscribe
https://www.professionalroofing.net/Issues
https://www.professionalroofing.net/Advertising/MediaKit
https://www.professionalroofing.net/Our-advertisers
https://www.professionalroofing.net/Contact
http://www.nrca.net/

