
The 2020 Coronavirus Aid, Relief, and Economic 
Security (CARES) Act introduces substantial tax 
benefits for businesses. One of these changes 
includes benefits that effect non-residential building 
and facility owners and operators that intend to 
invest in HVAC systems or upgrades. It is a 
good time to upgrade your facility if you are a 
building owner by offsetting your construction costs 
and increasing your Return On Investment (ROI).

What’s changed: The CARES Act allows a 
full deduction of equipment and installation labor 
costs within a single year, and without limitation on 
the size of the project.1 While upgrades need to be 
considered qualified improvements to the property 
(QIP in the IRS tax code, Section 168), the 
advantage is the tax deduction previously would 
occur over a 39 year period. If you’ve been waiting 
for the right time to make major facility upgrades, 
the wait is over.

Write off 100% of qualifying facility improvement costs

2020 CARES Acts tax benefits
— What needs to be understood —

What facilities qualify for the 
full deduction?
Qualified improvement properties (QIPs), include:
• Hospitals and healthcare facilities
• Office buildings
• Factories and plants
• Logistics facilities
• Any other non-residential property

What facility upgrades can 
benefit from the accelerated 
deduction?
Non-structural upgrades (including both equipment 
and installation costs) to the interior envelope of 
existing facilities, these include:
• Building management systems
• Sensors, valves, actuators, and other HVAC

devices
• Uninterruptible power supplies, switchgear, and

other electrical distribution equipment
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and discover how we can help you take advantage of 

the CARES Act incentive.

• New building construction
• Expansions or remodeling of the facility’s structure
• External envelope of the building that include windows, 

doors, the roof, and cladding
• Residential structures
• Certain equipment (e.g., elevators)

What isn’t included in QIPs?

• There’s no limit on the cost of equipment that can 
be expensed.

• The benefit can be combined with other incentives, 
such as renewable energy tax credits and utility 
rebates, for additional savings.

What else do you need to 
know about the Section 
168 deduction?

Impact of the CARES Act on the Section 168 deduction Section 168 before CARES Act Section 168 as amended by the CARES Act

Total project cost (equipment and installation) $1,000,000 $1,000,000

First year tax deduction $25,641 $1,000,000

Corporate tax rate 21% 21%

Tax savings in year one $5,385 $210,000

Net project cost in year one $994,615 $790,000

It’s common that costs associated with modernizing your facility and implementing energy efficiency upgrades typically pay 
for themselves in several years. The amended Section 168 of the IRS tax code unlocks a potential 21 percent additional 
financial savings on top of any savings from facility improvements. This can lead to a dramatically increased ROI for you and 
your business.

Substantial ROI implications

1 New construction and enlargement to the building do not qualify.
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