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Minutes

10:00
Welcome and Introductions; Approval of Minutes
Lee Peschau opened the meeting by asking for introductions and for approval of the September 6, 2007 meeting minutes for the workgroup. Mr. Peschau made a motion to approve the minutes, David Costello seconded the motion. Jason Dubow reviewed the purpose of the Residential Buildings Workgroup.

Ely Jacobsohn disagreed with a statement in the September 6 minutes which said that a Res-Check certificate is necessary to receive a building permit. The certificate is received if a proposed building meets the energy requirements of the International Energy Conservation Code, which is determined by Res-Check computer software. Lee Peschau said the DHCD Codes Administration has said Res-Check is required. Ely Jacobsohn said the requirement to use Res-Check varies by county. The workgroup directed Jason Dubow to get a final answer on this question.

10:10
The Role of Market Analyses 
Jason Dubow asked whether market analyses could be carried out to demonstrate a demand for green housing, and therefore convince builders and developers to build more green homes and communities. He wondered whether the Maryland Department of Business and Economic Development (DBED) could carry out such analyses. The workgroup noted that DBED does not focus on assistance to the housing industry. David Costello said that outreach to influence the marketplace would be more of a proper use of State funds than a market analysis. He also noted that larger developers and the National Association of Home Builders conduct market analyses.

Martin Mitchell said market analyses were important but needed to be properly conducted to be of value. For example, market analyses should cover the current home-buying sector, should focus on our region, and should get at the question of how much more would residents be willing to pay for green features.

Mark Taylor recommended Jason Dubow contact Dan Fulton of Fulton Research and Consulting to identify relevant market analyses. Fulton Research might have information on what new buyers are looking for, and whether they are looking for “green” building components or features. He said Pulte and Centex make use of market analyses that focus on particular user groups. Mark Taylor also recommended making use of ESRI’s Community Tapestry market segmentation system. The system classifies U.S. neighborhoods into 65 segments based on their socioeconomic and demographic composition, explains customer diversity, describes lifestyles and lifestages, and incorporates demographic, business, and market potential data. David Costello asked if the ESRI data took into account demographic features such as empty-nesters and young adults intending to marry late.

10:30
Incentives for Developers
Jason Dubow asked if the workgroup could identify specific changes to the state or local law (or new/modified programs) that could provide significant incentives for developers to build green homes/communities.

David Costello said the first step should be to talk to developers to ask them about incentives. He said the State is considering a “Grow Smart, Grow Green” campaign that could include a State seal of approval for green buildings. The campaign would help transform the marketplace by creating consumer demand for green buildings, leading to an incentive for developers to fulfill this demand.

Mark Taylor said there is an important need to provide a simple definition of “green buildings” for consumers. Martin Mitchell said builders are concerned about additional certification processes and would rather spend money on home improvements, including energy efficiency efforts, instead of a certification process. He prefers self-certification. David Costello suggested the State seal of approval idea would initially be self-certification but would later require third-party certification. Martin Mitchell asked whether there were sufficient incentives for developers to pursue the State certification.

Ely Jacobsohn agreed with David Costello that market transformation would help create developer incentives to build green. The federal Energy Star Homes program, for example, requires a Home Energy Rating System (HERS) rating. As a result of sufficient demand for Energy Star Homes and HERS ratings, new rating firms have cropped up in our region. He said the Maryland Energy Administration (MEA) is studying the possibility of requiring the Multiple Listing Service (MLS) to provide a searching function by energy efficiency rating (HERS, Energy Star Homes, etc.). The search function would be voluntary at first for new and existing homes, but eventually would be mandatory for all new home sales. By providing this information, demand for green homes could increase. He said Kansas already requires this information in the MLS for all new homes.

John Kortecamp expressed concern about the additional costs of standards and certification processes upon the cost of homes. He said the housing market is slowing down in part due to the lack of ability of consumers to pay for homes. He asked for a presentation that could compare the costs of different green building standards on developers, builders, and consumers. David Costello noted that all costs are ultimately passed on to the consumer. 

John Kortecamp asked the workgroup to make a distinction between land developers and builders. Land developers acquire the land, make improvements, and design the community, while builders develop certain positions within the community. Mark Taylor noted that more contractors are involved the more urban the development.

Martin Mitchell outlined some possible incentives such as discounts on permit costs if the builder goes beyond Res-Check requirements by a certain amount, tax credits, or reimbursement for the cost of obtaining a HERS rating. Other incentives include fast-track programs for permits, timing, and approvals.

Ely Jacobsohn outlined another MEA-sponsored program that could lead to increased consumer demand, and therefore developer incentives to build green. The Home Performance with Energy Star program is a federal program that MEA will sponsor. The program will begin as a pilot in Montgomery and Prince George’s County in November, with a focus on the affordable housing sector in Baltimore County. The program includes contractor training, home certification, and home audits. The basic steps of the program include a comprehensive whole house assessment that is similar to HERS, a meeting with the homeowner to discuss methods for fixing problems and cost-savings resulting from lower energy loads and needing smaller appliances, fixing the problems, and a follow-up visit from a third-party contractor to conduct quality assurance. Jason Dubow asked whether such homes could be sold for more money than a conventional home. Martin Mitchell expressed concern that multiple meetings would be cumbersome for homeowners, and that contractors might be biased since many focus on just one product (e.g., HVAC). The workgroup noted that comfort and quality is the main demand from homeowners. John Kortecamp noted that the program asks consumers to make an investment, but the average stay in a home is only 8 years in Maryland, which might not be sufficient time to recoup the investment costs.

Lee Peschau noted that developers and builders have an effective model, and changing that model will be tough. He noted that for most green building projects, studies have shown a 2 to 3 percent higher cost, while for DHCD affordable housing projects, experience has shown that this increases to a 5 to 7 percent higher cost, including certification.

Martin Mitchell said another developer incentive would be to provide density bonuses and lot coverage expansions within Priority Funding Areas (PFAs) if meet certain Energy Star and open space requirements. He said development in PFAs is difficult though because of Adequate Public Facility Ordinances (APFOs). He said the State could use its power to remove these. John Kortecamp said APFOs are not necessary to prevent sprawl, and pointed to the Metropolitan Portland, Oregon area as an example. David Costello said the Office of Smart Growth is looking at the issue of how to increase incentives for PFA development.

Mark Taylor and David Costello said consumer education is necessary to build consumer demand. Price differences between energy efficient and conventional appliances (initial costs only) can scare away consumers, for example, although MEA has trained Sears salespeople to discuss long-term savings. Martin Mitchell said State education efforts should target trade associations who could then provide its own outreach to consumers.

John Kortecamp asked that the State articulate a standard for all local governments to look toward for green building requirements to prevent the varied requirements among the local jurisdictions.

11:15
Construction Industry Suppliers
Jason Dubow asked whether construction industry suppliers had a role in promoting green building in Maryland and whether the State should partner with them.

Ely Jacobsohn said industry suppliers want to be involved, for example, DAP, which is based in Baltimore. Note: DAP’s website – www.dap.com - has a section on finding “green” products to meet green building standards. Jason Dubow asked if industry suppliers are seeking eco-labels for parts and products. Mark Taylor replied that this is being sought only if products can be sold at a comparable price. Lee Peschau said for a LEED home that DHCD was involved with that too much time was wasted to determine if a particular product was considered “green” or not.

John Kortecamp said that 60 percent of the members of the Homebuilders Association of Maryland are industry suppliers and said there is a strong desire from them to get “green” certification for their products and services. He said Maryland could take advantage of this desire by letting the industry suppliers subsidize their own certification program. Martin Mitchell agreed saying that Maryland could ask suppliers to help pay for programs that the government needs.

Lee Peschau noted that green components alone is not sufficient—government needs to also impact consumer behavior (e.g., use of fans versus air conditioning units).

Jason Dubow noted that Baltimore Gas & Electric is providing rebates for compact fluorescent bulbs and energy efficient appliances - http://www.bgesmartenergy.com/ - note: other BG&E initiatives are being planned such as “smart meters” through a “Smart Energy Savers” program. Ely Jacobsohn said other utilities are planning to provide similar incentives later this year. John Kortecamp said deregulation had killed past programs such as Pepco’s EnergyWise program. Ely Jacobsohn said utilities are requesting rate recovery related to such “green” programs from the Maryland Public Service Commission (PSC).
11:30
Adjourn
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