Making the Invisible Visible: A Blueprint for Seeking
Real Estate Value for Energy Efficiency

» Jeffrey Gephart is president of Vermontwise Energy
Services, Inc. an energy services company in Rochester,
Vermont, he co-founded in 1997. He has 20 years of
experience in residential new construction energy-
efficiency program design and implementation. On
behalf of Efficiency Vermont, Jeff works with architects,
builders, developers, trade allies, and consumers
building ENERGY STAR® certified homes, LEED for
Homes, National Green Building Standard, and Passive
House projects. With the Vermont Green Home Alliance
he is working with appraisers, mortgage lenders,
realtors, the regional MLS, and others to ensure energy-
efficient and sustainable building practices are
appropriately valued in the housing market.
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Making the Invisible Visible: A Blueprint for
Seeking Real Estate Value for Energy Efficiency

Visible Value Blueprint: 7 Steps

1. Document energy efficiency features and improvements using consistent,
standardized methods.

2. Disclose inventories of energy efficient homes to track supply.

3. Capitalize on existing (and/or create) high-quality continuing education and
designation training.

4. Work with the MLS community to ensure that data about home energy
efficiency improvements are incorporated into for-sale listings.

5. Ensure that the data about home energy efficiency improvements are
incorporated into the appraisal process.

6. Develop standards and IT solutions that allow quicker and more automated
transfer of data.

7. Work with partner financial institutions to ensure selection of qualified
appraisers.
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Problem
Lack of Knowledge & Training

l

i
:

‘& \‘;\ rp—— q'(j\. >

Many real estate professionals are ill-equipped to
identify and value high performance homes.

Jeffrey Gephart, Vermontwise LLC



Similar
paths...




Stating the Obvious

Just as the vast majority of architects and
builders do not have the training necessary to
design and build a high performance home...

the vast majority of real estate professionals -
appraisers, lenders, and Realtors® are also
unfamiliar with high performance home
construction methods and their benefits to the
owner.



The Conundrum

Appraisers drive by looking
in the rear view mirror

Appraisers need market
evidence that energy
efficiency is valued...

Jeffrey Gephart, Vermontwise LLC



Brad Hevenor, MAI MARKUS
Markus Appraisal, Rl ¢ _ Appraisal
INC

(

Mechanic Street Passive House | 1o 1262 | Certiied | Daniel Roy
No. 1262 Project Mechanic Street Passive House Status Certified
- . . Stephen C. DeMetrick Fine 9 Wakefield ,
Lead CPHC Daniel Roy Builder Woodworking Location RI
John Redenhizer JSR Adaptive Energy " . : Mechanical Systems :
QA/QC Rater Solutions Architecture Planning  Steven Baczek Reading Ma T Daniel Roy
o= Constr. Type Timber Bldg. Function Single Family Floor Area 1404
= L Project Type New Construction HERS Index 32 LEED Rating -
=
i a = Energy Star Rating - Heating Degree Days 5792 Cooling Degree Days -
ig i
Air-tightness 0.155 ACH50

Appraisal
il fzeraisa PHIUS
Professionals Providing

Heal Estate Solwtions Pﬂf-‘jl‘u‘e House Institute US

Valuation of Sustainable Buildings: Commercial

Professional Development Program Registry

. Accepts Fee
Al Name Company City, State e
Designated Bradford Hevenor, Markus :
SELECT Member MAI P = East Greenwich, Rl Yes

Source: Brad Hevenor, MAI Markus Appraisal, Rl



Appraisers must be independent — they

cannot influence the market
1.The market must be convinced that renewable energy
and high-performance building features have value.

NOT the APPRAISER’S RESPONSIBILITY

Responsibility of the builders, designers, real estate
brokers, certifying organizations, non-profits, and
government agencies promoting high performance
buildings.

2.Building technology must be understood.
3.The market reaction to the building features and

attributes must be measured.
The APPRAISER’S RESPONSIBILITY " ippuar

Source: Brad Hevenor, MAI Markus Appraisal, Rl



Three Appraisal Methods — One Gets
Used

Sales Comparison Approach (or Market Approach)

Most common method & required by Fannie Mae & Freddie
Mac.

Cost Approach

Less common in use, but appropriate as support for
adjustments to the Sales Comparison Approach when
comparable homes lack Passive House features and benefits.

Income Capitalization Approach

Commonly used with income generating properties; though
uncommon, use is appropriate with single family homes to
support adjustments to the Sales Comparison Approach when
energy savings are credibly documented as an income stream.

Jeffrey Gephart, Vermontwise LLC



GAME CHANGER:
Host Owned Solar
PV

 PVValue Tool

* Think about homes with solar PV as a
hybrid between a residential and
commercial transaction...

* Pvvalue.com

* Takeaway: if you want to see
contributory value for high-performance
features add host owned solar PV



Pvvalue.com

What the market will bear?

Let’s take a deep dive into the

process of the real estate
transaction from the perspective of
the real estate professionals




CONTRACT

What the



What the market will bear?

LOAN OFFICER

noun.[lohn] [aw-fuh-ser]

someone who solves a problem
you didn't know you had in a
way you don't understand.

See also wizard, magician




What the market will bear?

o LOAN OFFICER

noun.lohn] [aw-fuh-ser]
someone who solves a problem

you didn't know you had in a
way you don't understand.
See also wizard, magician
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What the market will bear?

LOAN OFFICER

noun.lohn] [aw-fuh-ser]

someone who solves a problem
you didn't know you had in a
way you don't understand.

Seg also wizard, magician
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UNDERWRITING GUIDELINES
ARE HERE



Lender — appraiser relationship...




Critical doc

#2

*  For Buyers, For Lenders

*  What does the document do?

* Condition for accepting an offer
* Pass on to mortgage originator
*  Then what?

e Download at:
http://greenresourcecouncil.org/Appraisal-
Links

FOR LENDERS

Deedr Sencher

The rew bome locateod ot
15 0 SPSCi proDerty type. I 5 30 energy Mtenl Nigh-Derionmeng home Phat meets the Snnge
energy M CeaCy regurements of the code (hecked below

2012 wrernationdd Enetgy Conservation Cose (2012 ¥CC)

2015 Wtervational Energy Corservation Code (2015 ECC)

A copy of the Groen and Energy ETRCent Addentum orm, and tThe HERS report (F availabie) shoudd be
InChuded with the appratsal ergagement letter Fanne Mae, freddie Mac and FHA gudelings regure
lenders to choose competont apprasers who Aave the requiste krowledge regured to periorm a
professonal guality sporanal for the 1000 geographc IOCASON and particular property type. As a high
performing, enorgy eMcient home, £t regures an appraner that is competent to 255ess the value of the
preen and/or erergy efficiency Teatures in the oCH res estate market

YOu Can AC0ess 4 i1 of qualfed apor asery M P Vohuation of Susteamodde Buikimgs Mrofetuong/
Oevelogwmert Progrom Regatry, avelabie at

N awem Tyaporana | it oru e oazorat BT st AW . .:‘,mw“,(“.v
traned sppranerns have compieted 28 hours of education and passed throe exams. ¥ the appraners on
YOUr panet 20e NOT 0N This ISt they Can compiete 14 a0ucation hours onfine 10 get staned at

Wl S *vy pie-geae Pty crpfoduatrenitune Sern/Defadt suge dprpeee el Ay g (0

AQEr Bsers o0 ths st are Nt reguired 10 be Agpransl ititute members Dut must Lelke the reguited
COUrSES andd Doy 1he exav 1o be Ssted

If you have guestions, please contact O regresentative at
NAME
POra

EMAIL ADCRESS



http://greenresourcecouncil.org/Appraisal-Links

Valuation of Sustainable Buildings Professional Registry

.||I||| Appraisal Institute’
Fropfess i Real Estele Solutio

anals Providing Rec e s

Al Resources Education Publications Professional Practice MNews Advocacy About Us

Find an Appraiser

Search for a Designated member, Candidate, Practicing Affiliate,
Affiliate and other individual not in one such category who has
completed the Valuation of Sustainable Buildings Professional
Development Program:

Residential

Commercial

Find an Appraiser

Search for 3 Designated member, Candidate, Practicing Affiliate, Affiliate and other individual not in cne
ategory who has completed the Valuation of Sustainable Buildings Professional Development



http://www.myappraisalinstitute.org/findappraiser/green_sustainability_residential.aspx
http://www.myappraisalinstitute.org/findappraiser/green_sustainability_commercial.aspx

Valuation of Sustainable Buildings Professional
Development Program & Registry

il Appraisal Institute’

Professionals Providing Real Estale Solutions

Al Resources Education Publications Professional Practice MNews

Introduction to Green Buildings: Principles & Concepts

Case Studies in Appraising Green Residential Buildings
Case Studies in Appraising Green Commercial Buildings

Residential and Commercial Valuation of Solar

E! ||J Principles & Concepis

Appra gG n Reside 1IE uildings

Casze 5 Lppra gG n Com ial Buildings
Residel 1I IC ommerci I\,I atiol f I

Find an Appraiser

Search for 3 Designated member, Candidate, Practicing Affiliate, Affiliate and other individual not in one
h ateg J who ha mpleted the Valuation of Sustainable Buildings Professicnal Development

E|'|1ia
Commercial

Education




Critical

doc #3

* The Appraisal Institute’s Green Residential and Energy
Efficient Addendum

* |ts reason for being

* Documentation is critical — and this is the most critical
doc that a qualified appraiser needs

e Download PDF at:
www.appraisalinstitute.org/assets/1/7/ResidentialGreenan

dEnergyEfficientAddendum.pdf

Client File #: | | Appraisal File # |
Residential Green and Energy Efficient
|I| ||| Addendum
[ | 1 =
® Client:
Al Reports Subject Property:
Form 820.03* City: | state: | Zip:

Additional resources to aid in the valuation of green properties and the completion of this form can be found at
hittp://www.appraisalinstitute.org/ education/green_energy addendum.aspx



http://www.appraisalinstitute.org/assets/1/7/ResidentialGreenandEnergyEfficientAddendum.pdf

-8
Al Reports
Form 820.05*
City: tate: P:

Additional resources to ald in the valuation of green properties and the completion of this form can be found at
" te.0 green 1 dum 2spx
The appratser hereby certifies that the information provided within thes addendum:
* has been considered In the appraiser’s development of the appraisal of the subject property only for the client and
Iintended user(s) identified in the appraisal report and only for the intended use stated in the report.
Is not provided by the appraiser for any cther purpose and should not be refled upon by parties other than thase identified
by the appraiser as the client or intended user|s) in the report
Is the result of the appraiser’s routine inspection of and inquiries about the subject property’s green and energy efficient
features. Extraordinary assumption: Data provided herein Is assumed to be accurate and If found to be in error could alt
the appraiser’s opinsans or conclusions.
Is not made as a representation or as 2 warranty 3s to the efficiency, quality, function, operability, reliability or cost savings
of the reported items or of the subject property in general, and this addendum showld not be relled upon for such
assessments.
Green Bullding: The practice of creating structures and using processes that are environmentally responsible and resource-efficent
throughout a busiding’s lifecycle from siting to design, construction, operation, maintenance, renavation, and deconstruction. This
practice expands and complements the classic bullding design concerns of economy, utdity, durability, and comfort (US EPA). High
Performance busiding and green bullding are often used interchangeably.

Sk Elements of Green Building: A green bullding has attributes that fall into the six elements of green bullding known as (1) site, (2)
water, (3) energy, (4) materials, (S) indoor environmental quality, and {6) maintenance and operation. The energy and water
elements are the most measurable elements of green or high performance housing. Apprassers need savings amounts to develop an
Income approach to support energy efficient contributory value.

THIRD-PARTY VERIFICATIONS (See types defined In glossary).
The followang venfied Rems are consdered withan the appraisal analysis of the subject property

O indoor airPLusS [ waterSense [ ENERGY STAR
Green Certification = L

Department [ DOE):
Conifications attest | Home Innovation Research Labs NGES Home Remoded
that the home mwets | Home Innovatson Research Labs NGBS New Hom [ Emerald

Passive House Institute US:
USGEC LE
Other:
Date Green Certification Version: ____ ABOVE VALID ONLY IF CHECXED:
Venfied Organization URL O Verification reviewed on site

J O Verification attached to this report
RESNET's HERS Estimated energy savings for ths home:$____fyear ___ CkWhratedated_ /_/_
Rating (010 150): _____ | £émergy Savings includes electnicky, heating & Cooling.
0 Sampling Rating Scare below 100 indicotes energy costs ore expected to be lower than overoge code~
O Projected Rating bullt hame. HERS Index Report occuponcy estimates energy cost based an number of
O Confirmed Rating bedrooms plus one. Only 0 “confirmed rating” is dlognostically tested.

Emergy Label
Labels disciose the
state of the home’s
ONerRy Msets

DOE's Home Energy Estimated energy savings for thes home: S____Jfyear ___CkWh rate dated __/_/
Score Energy Savings includes electricity, heating & Cooling.

Score (1 to 10): Scare above five Indicates energy costs are expected to be lower than average local
O official Score hame. Hame Energy Score estimates energy cost based on state averoge energy

O Unofficial Score rotes ond the home's energy features.

Other Energy Score Estimated energy savings: $____/year __¢ kWh rate dated __/
Range{____to____ Describe energy label system:

Score or Rating Version:
Organization URL: O wevre resnet us/ ABOVE VALID ONLY IF CHECXED.
Ow homeenergyscore. g O verification reviewed on site

O Other: O Verification attached to this report

Explasn I!ﬂtrs(-lfulrﬂ Iimprovements.
Cost of Improvements: $

improvements with Certificate of Efficiency improvements Version: _ | ABOVE VALID ONLY IF CHECKED:
verified Organization URL:OIOther: | O Verification reviewed on site
documentation. O energystar.gov/homeperformance 0 Venification attached 1o this report

Completed

NOTICE: The Agp Fatnute pubibaes B form for ve by sppranens whers e sppe
wpraner may need 10 proviae addtional dets, analyus and work product ot caled for m ths form. The Agpranal Iralitute mebes 70 repreventations, wamenties or
Biarartees i 10, ared aansmes 10 renpOraiity far, e dats, analyus o wOrk SroSuct, OF THrd party CeTIRCatons, wrcation, dets Pechicelion, iCore, ndews,
Or wahuation S0k, Laed O provided By the indivicul sppesneta) or Ot in the specfic contents of fie Al Reporn®. Al Rports® AL20.0% Resdentisl Green snd

Residential Green and Energy
Efficient Addendum

The objective of this Addendum is to
standardize the communication of
the high performing features of
residential properties.

Identifying the features not found
on the 1004 form provides a basis
for comparable selection and
analysis of the features.

Builders, contractors, homeowners,
and third party verifiers are
encouraged to complete this
Addendum and present it to
appraisers, agents, lenders, and
homeowners.



Start Providing Data for Appraiser Use
Right Now
Be proactive regarding project appraisal and
financing

Getting it right the 15t time is less trouble than
appealing bad appraisals

Fill out the Appraisal Institute’s Residential Green
and Energy Efficient Addendum and attach
supporting documentation

Get the Addendum into the mortgage application

Jeffrey Gephart, Vermontwise LL



RESNET National Conference Feb/Mar 2016, Scottsdale, AZ

Scott
Robinson
Appraisal

Institute

Steve
Baden
RESNET




Cost Data Addendum for High Performance Homes

With energy efficiency
recognized as a new market
influencer, appraisers can justify
using cost data as secondary
evidence to support adjustments
identified under the sales
comparison approach, where
comparable homes are lacking

Cost Data Addendum for High
Performance Homes V2 -
developed here in the Pacific
Northwest by Fiona Douglas-
Hamilton at S.E.E.C., LLC

Can be downloaded at no charge

http://seecsolutions.com/wp-content/uploads/2013/03/EHI_Cost-Data-Addendum_03-04-13.pdf



Provide Data! &PV

VALL!E
PV Value® = = :
_ S Sola,[ PV R
This U.S. DOE How Much is it Worth’?
SuU ppO rted Web tOOl iS Reglster to use Px Value®'for free and find out!
used to help

determine the value
of a photovoltaic (PV)
system installed on
residential and
commercial
properties

Income Capitalization
Method Tool

https://pvvalue.com/



Another bit of info
that is not going to

make you happy




29 bit of info that is not going to
make you happy

LEED Facts ({uis)

Gulyas Residence

#TheBadgeMatters

Cartibcation Awaeded October, 2010

& O Location & Linkages 10/10
Sustainable Sites 13/2
Home Innovation Bl Water Effcioncy

NGBS GREEN m . nergy & Atmosphere 2738
Passive House e

Materials & Resources 1216

Indoor Environmental Quality 19/21

Awareness & Education 273
e ]
Out of 1 36 postDie povls

Pearl ;g

CERTIFICATION R




Know Your Rights
Communication Allowed Under
Lending Guidelines/Dodd-Frank Act

Appraisers can talk with builders, brokers, agents, and sellers

Builders, brokers, agents, and sellers can provide the
appraiser with documents

Builders, brokers, agents, and sellers can accompany appraiser
on the inspection

Appraisers cannot be pressured by loan officer or others
involved in the process to arrive at a value conclusion or to
omit important facts

Source: High-Performance Appraisals: Steps for Success — August 7,2013
Sandra Adomatis, SRA, LEED GA



