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Let’s make 
a Green Home!



So, Is This A Green Home?





May 2013



As of Jan 21, 2016





Only one of these directly impacts market value



The Continuum from Green to Sustainable





Show Me The Money

• What will the market pay for?



9% Premium



Institute for Market Transformation www.imt.org



32 homes

Ages 107 – 4 year old

2%-5% sales price 
premium

September 2015



43 homes with Solar PV

Across 6 states

$3.78 per watt premium

https://emp.lbl.gov/









Biggest Challenge:

Finding the Data!



What is the Appraiser
looking for?

• Information

• Data

Raters play a critical role!



Reduced liability for brokers & appraisers!



1430 Jackson
PHIUS Certified

0.40 ach@50
4.31 kBTU/ft2yr

HERS 27

Source: Weiss BD



Source: Weiss BD



Quality Data is Critical!
• Appraisers / lenders rely on data
• Green Addendum (Appraisal Institute)
• Supporting Documentation



IR Camera +  Blower Door
DNOSTICS

HERS Ratings
(Home Energy Rating System)



HERSindex.com



How does the Appraiser 
see what cannot be 
seen?

• Mind reader?

• 6th sense?

• Verification of Data



IR Image with Blower Door



30

HERSindex.com



Wisconsin Existing
Homes Incentives

Reward 
Level

Household 
Income Incentive Eligible 

Improvements

Level 1 > 80% state 
median income

33% of costs,
up to $1,250

AIR SEALING,
attic insulation,
wall insulation,

foundation insulation

Level 2 < 80% state
median income

75% of costs,
up to $2,000

AIR SEALING,
attic insulation,
wall insulation,

foundation insulation



Wisconsin
New Home Incentives

Home's Efficiency 
Level Performance Incentive

1 10 - 19.9% more efficient than 
code $150

2 20 - 29.9% more efficient than 
code $600

3 30 - 39.9% more efficient than 
code $850

4 40 - 100% more efficient than code $1,100



Where else does the 
Appraiser get market 
data from?

• Magical powers?

• Industry participants

• MLS



Industry Participants

• Realtors / Brokers
• Builders
• Home Owners 
• Contractors
• Raters 
• Lenders / AMCs
• Appraisers



Green The MLS

Source: Elevate Energy



“The” Green MLS

Approximately 700 MLS across USA





MLS Future:  Empower Choices



MLS Future:  Information is Power



Go to Green AddendumGreen Home Reporting



What does the Appraiser 
do with all that 
information? 



The most probable price that the specified property 
interest should sell for in a competitive market after 
a reasonable exposure time, as of a specified date, 
in cash, or in terms equivalent to cash, under all 
conditions requisite to a fair sale, with the buyer and 
seller each acting prudently, knowledgeably, for self-
interest, and assuming that neither is under duress.
Appraisal Institute, Dictionary of Real Estate Appraisal, 5th ed.

Defining Market Value

(with emphasis added)



Realized by 
the Community

Realized by the
Owner or User

Monetary

Non-Monetary

Indirect

Direct

Appraisers definition of market value incorporates those 
benefits that are monetary, direct and exclusive (realized by 
owner or tenant).

The traditional definition of market value only considers those
forms of benefits/productivity that are:

Defining Market Value

Appraisal Institute



How does the Appraiser 
determine value? 

• Tarot Cards?

• Black Magic?

• Recognized Methodologies



The 3 Approaches to Value

Sales Comparison
Cost Approach
Income Approach



Residential Frequency of Use  

Sales Comparison
Cost Approach
Income Approach

Source: FNC Inc, 2010

SO… Good Data is Critical!



Sales Comparison Approach



Sales Comparison Approach



Sales Comparison Approach



Sales Comparison Approach

• Required by Fannie Mae
• Recent sales (comps) used as basis for 

a subject property’s value.
• Specific attributes (location, 

improvements, etc) can be extracted 
from market data to make adjustments

• MLS listings key to help appraisers 
identify relevant data



Cost Approach



Cost Approach

Cost =/= Value



War Stories & Redemption Stories



Cost Approach

Land
+ Construction Cost (inc. profit)
- Depreciation 
- Obsolescence (external or internal)

=  Value (by cost approach)



Income Approach



$1,232



Income Approach

• Typically used for rented buildings
– Gross Rent Multiplier (GRM)
– Present Value

Value =  Income x Rate of return



http://www.imt.org/save‐act
SAVE Act – Introduced to US Senate Jun 13, 2013 
Sen. Bennet (D‐CO) and Sen. Isakson (R‐GA) 



How Will the SAVE Act 
Affect the Sale of an Existing House?

• If a house is not energy efficient, it may not be affordable to some 
buyers.

• It could result in a “typical” home taking longer to sell than a house 
that is energy efficient.

• It could result in a “standard” house selling for less than a house 
that is more energy efficient.

Key Concept: Total Cost of Ownership

Sandra K. Adomatis, SRA



Green Homes and Defaults

UNC Center for Community Capital • Institute for Market Transformation - March  2013

Home Energy Efficiency and Mortgage Risks 
Research study using CoreLogic loan performance data
71,000 ENERGY STAR- and non-ENERGY STAR-rated single-family 
home mortgages was carefully constructed, accounting for loan, 
household, and neighborhood.

www.ccc.unc.edu





Applying the Approaches

Sales Comparison
Cost Approach
Income Approach

Source: FNC Inc, 2010



War Stories & Redemption Stories



The Appraiser’s Green Toolkit



The Appraiser’s Green Toolkit

• Direct Capitalization (aka Direct Cap)

• 10% return on $1,000 annually = $10,000



HERS Certificates & Label Data

Leander, TX 78641: Registry ID: 
XXX
Annual Estimates*:
Electric(kWh): 9573
Natural gas(CCF): 487
C02 emissions(Tons): 9
Energy Savings ($)**: 985
*Based on standard operating 
conditions
**Based on U.S. DOE designation of 
a HERS
Index of 130 as the 'Typical Existing 
Home Predicted Energy Cost: ($) * $1,662

Projected Energy 
Savings * $985 

= $2,647 Baseline Utility Costs

Copyright GEM, EQS, Inc. 2012, All Rights 
Reserved

HERS INDEX 72

IBS Advisors
Energy Raters
San Antonio, TX
(210) 533-9123



HERS 53
1.2 ach50 at rough!
215 cfm50 at final
0.71 ach50 final
0.03 Cfm50 / shell



$1,232



The Appraiser’s Green Toolkit

• Net Present Value (NPV)                HERS = 53 

– REM Rate reference home: $2,620
– REM Rate rated home: $1,388  ($1232 savings)

• Used to support energy efficient adjustment of 4%

Term Rate Savings Present Value
30 yr 4% $1232 $21,505



The Appraiser’s Green Toolkit

• What Rate should be used?
– Based on equipment life expectancy because…
– Based on term of mortgage because…
– Based on expected occupancy because…
– Based on weighted average of 30yr mortgage 

because…



The Appraiser’s Green Toolkit
• Gross Rent Multiplier (GRM)

– Sales Price: $480,000
– Possible rent (limited rent comps): $3,000 / mo.
– $480,000 / $3000 = 160 GRM
– $1232 savings / 12 months = $102.67 mo. savings

Rent GRM Savings Value Indication
$3,000 160 $102.67 $16,427

This tool requires strong rental market data.
Not used by buyers, but can be secondary support.



The Appraiser’s Green Toolkit
3848 Nottingham 3876 Ottawa

Sales Price $480,000 $473,000

Year Built 2015 2015

$ sq ft / living area $263 $237

Bed / Bath 4 / 3.1 3 / 3.1

Land value







The Appraiser’s Green Toolkit
Paired Sales Analysis





The Appraiser’s Green Toolkit

• PV Value 
– Present Value for PV
– Positive adj to value

• GRM tool
– Take monthly EE savings
– Does EE rent for more?

• Direct cap approach
– Converting property income into value



Source: Weiss Building & Development



www.AllianceES.org

World’s First LEED Platinum / NGBS Emerald Remodel
Construction cost: $55.00 / sq ft

Courtesy of Evolutionary Home Builders

Weiss Building & Development
Elgin, IL

LEED for Homes
Certified:  December 2011

LEED® Facts

Platinum 97.5
Locations & Linkages 10
Sustainable Sites 11
Water Efficiency 6
Energy & Atmosphere 17
Materials & Resources 13
Indoor Environmental
Quality 13
Innovation & Design 10
Awareness & Education 2

















What is Reconciliation of 
value indicators and why 
do Appraisers do it? 

• It feels good?

• Too much free time?

• Test of Reasonableness





Know Your Team

Qualify the Appraiser
Specify Competency in Green 

R.E. Provide Documentation

Qualify the Lender

Know their guidelines How do they qualify 
appraisers?

Qualify the Realtor / Sales Agent
How Green is the Agent? Submit Documents

Copyright 2012 Sandra K Adomatis, SRA



Qualify the Realtor / Sales Agent



Qualify the Lender
• Find a GREEN lender that sees value in financing 

energy performance features. 
• How many EE or high-performance loans have they 

made?
• Go Local!  Large banks tend to be rigid and unwieldy.

– Flexibility
– higher loan-to-value ratios 
– help temper appraisal issues. 

• The appraiser works for the bank / lender, not you.





Getting Maximum Value
• Complete the AI’s Residential Green and Energy 

Efficient Addendum & attach a copy of:
– any state or local energy code compliance certificate

– the full Home Energy Rating Report (including the Home Energy 
Rating Certificate)

– a graphic display of Home Energy Rating Index

– Green rating worksheets / certificates

– Sales of similar properties that are arms-length transfers

• Include the Green Addendum with loan application





Qualify the Appraiser



Qualify the Appraiser





Stakeholders Action Plans:

1. Which methodologies for Appraising 
Value
2. What Data to Collect & Retain
3. What is the Value Proposition
4. Who can influence value and needs 
education?



Green Real Estate Tool Kit
Green Financing Options
Green Insurance Options
Green Homes Sell for More $ and Faster
Green Appraisal Methodologies 
 “Greening the MLS”
Green Network

View toolkit: www.EcoAchievers.com/toolkit



Green is Good!



THANK YOU FOR ATTENDING APPRAISAL BOOTCAMP!

Jason LaFleur, AI Instructor, LEED AP, Energy Rater
Eco-Achievers

Jason@EcoAchievers.com (708) 848-4980

Michael Hobbs, SRA, LEED GA, Certified Appraiser, President, 
PahRoo Appraisal & Consultancy

Appraisal@PahRoo.com (773) 388-0003


