North Carolina Energy Code Proposed Amendments – Just the Facts
Item C-12 2012 Energy Conservation Code

 June 15, 2010 NC Building Code Council Meeting Agenda

Overview

· Changes over the last 20 years in residential construction have produced a significant drop in energy consumption. Improvements include a tighter thermal envelop, more energy efficient appliances and windows, better lighting, duct sealing and mechanical equipment efficiencies.

· NC already has one of the most stringent energy codes in the nation. 

· Proponents for harsh energy code amendments want to decrease energy consumption 30 percent in the 2012 NC code cycle rather than allow consumers to make the choice.
· It is clear that the recovery of the construction industry is central to the recovery of our state’s economy. While construction numbers are starting to level off, the federal tax incentives that contributed to the improvement have now lapsed. As a result, there are serious questions regarding whether conditions will get better or worse.

· These proposed regulations will lead to loss of sales and related activities as consumers choose not to buy new homes, or simply are not able to buy new homes because they will be priced out of the market, hurting an already fragile state and local economy.

· Energy use is uniquely difficult to measure accurately in the absence of users. The proposed North Carolina amendments to the 2009 International Energy Conservation Code can't govern occupant-driven energy flows like cooking, or the "plug loads" consumed by appliances, computers or other equipment which can be as much as 90 percent of the energy consumed in the entire building. 

· These amendments to the code also don't account for the energy wasted when systems simply don't work as expected; when equipment breaks down, or owners or tenants don’t use systems as intended (i.e., they leave the lights on after hours, or crank up the a/c when windows are open). In sum, when a brand new building hits the market carrying certain prescriptive credentials – whether that's energy code compliance or some other type of certification such as Green Building or LEED certification – studies are now showing that no one, really knows how that building will perform until they begin to use it.
Newer Homes Are More Energy Efficient Than Ever

· Builders currently construct energy efficient homes and support reasonable requirements to improve energy efficiency.
· Homes built today are significantly more energy efficient than those built before 1990 and account for only a small percentage of total energy consumption.
· Voluntary programs are already in place to encourage home owners and builders to exceed minimum code requirements and improve the energy performance of their homes. The Department of Energy (DOE), the Environmental Protection Agency (EPA), and the US Green Building Council (USGBC) have all founded voluntary programs to promote the construction of energy efficient buildings, such as the Building America program and the Builders Challenge initiative.  We also already have in place North Carolina specific, as well as national voluntary Green Building programs that promote energy efficiency.

Older Homes Are Less Efficient 

· Fifty-five percent of homes in North Carolina were built before 1978 and enactment of North Carolina specific energy code requirements.  Code changes should focus on updating older homes, not already energy efficient new homes.
· According to the U.S. Department of Energy, an owner of a pre-1990 built home can spend $2500 on energy upgrades and reduce energy use by 30 percent. 

North Carolina Energy Code Proposal Costs

· Builders who actually build homes estimate the NC Energy Code proposal will cost $10,000 to $22,500 per home. In the Draft Report: Development and Implementation of an Improved Residential Energy Code for North Carolina dated May 26, 2010 by Appalachian State University Department of Technology and Energy Center and Mathis Consulting the estimates presented to the Council are substantially lower, but are not based on real world situations, only theoretical costs. 

· The ASU/Mathis estimates exclude sales tax, excise tax, commissions and overhead expenses. These additional burdens easily add 22.3 percent to any cost estimates. Not to mention they do not include costs associated with some of the changes proposed in the amendment package recommended by the Energy Code Standing committee.
Fewer People Will Be Able To Afford A Newer, More Energy Efficient Home  

· According to a statistical analysis in North Carolina ten largest metropolitan areas, a $5,000 increase in the cost of a home drives 31,000 potential homebuyers out of the market.

· Making increased energy code requirements mandatory leaves affordable housing buyers out of the new home market and will drive rents up dramatically for those in the rental market. 

· Families will be staying in their existing non-energy efficient homes or renting existing non-energy efficient homes or apartments or buying manufactured homes.

· Lenders’ underwriters do not to consider the homeowner’s energy savings when qualifying individuals for mortgage loans, thus the rhetoric from proponents that lowered utility bills mean more ease of making mortgage payments is not relative.
Constructing more energy-efficient buildings requires up-front investments by the developer, contractor, or, in the case of rental property, the landlord and eventually the consumer. But how long will it be before the homeowner realizes the financial benefits? In short, the incentives are not set up correctly and all will be penalized by the initial costs.
Economy

· Home building generates substantial local economic activity, including new income and jobs for residents, and additional revenue for local governments.

· According to economic impact research conducted by the National Association of Home Builders, the estimated one-year local impacts of building 100 single-family homes in a typical metro area include:

· $21.1 million in local income,

· $2.2 million in taxes and other revenue for local governments, and

· 324 local jobs.

These are local impacts, representing income and jobs for local residents, and taxes (and other sources of revenue, including permit fees) for all local jurisdictions within the metro area. They are also one-year impacts that include both the direct and indirect impact of the construction activity itself, and the impact of local residents who earn money from the construction activity spending part of it within the local area.

· The additional, annually recurring impacts of building 100 single-family homes in a typical metro area include:

· $3.1 million in local income,

· $743,000 in taxes and other revenue for local governments, and

· 53 local jobs.

These are ongoing, annual local impacts that result from the new homes being occupied and the occupants paying taxes and otherwise participating in the local economy year after year. The ongoing impacts also include the effect of increased property taxes.

Adoption of the North Carolina Energy Conservation Code

Choice is good for the consumers.  If “green” is the objective, develop real incentives to encourage buyers to select green, higher priced alternatives.  20 year payback doesn't work for everyone.

The Department of Housing and Urban Development regulates the energy efficiency requirements for manufactured housing through CFR 3280, known generally as the HUD-code. The HUD-code is the only federally regulated building code associated with residential building. Before 2005, HUD last revised and reviewed the energy efficiency regulations for manufactured housing in 1987 and published standards, the Manufactured Home Construction and Safety Standards (MHCSS), in 1992. 

In 2005 HUD began revising the HUD-code by considering cost effective energy efficiency measures.  In compliance with the Energy and Security Act of 2007, Congress has required the HUD-code to be updated by 2011. The new 2011 HUD-code is expected to be equivalent to the 2009 IECC. However, the HUD-code will exclude all energy efficiency measures from the 2009 IECC that are deemed cost ineffective. The energy efficiency of manufactured housing is estimated to increase by only about 15 to 20 percent with this new standard. 
The North Carolina Building Code Council should delay implementation of the proposed North Carolina Amendments for the 2012 NC Energy Code until further study can be done on the following items:
· Increased cost of framing labor for 2x6 construction.
· Increased cost of framing material for 2x6 construction.
· Increased cost of insulation. 
· Necessity of slab insulation for coastal NC Counties for cost vs. benefit (thermal bridging).
· Light fixture expense.
· Heat pump & thermostat costs. 
· Testing and 3rd party verification.
· Rigid wall insulation & labor cost increases between conditioned and unconditioned spaces.
· Increased caulking requirements.
· Added cost to municipalities incurred by local CEO’s for Energy Code compliance field inspections (unfunded mandate).

· Added cost to municipalities for training for CEO’s (unfunded mandate). .

· Unintended consequence of eliminating the VA/FHA buyers from the opportunity to purchase a new home. The appraisal process of these programs does not allow for an increase in value relative to code changes and these costs cannot be absorbed by the industry.
The North Carolina Building Code Council should follow the same guidelines for the 2012 NC Energy Code as mandated by Congress in the Energy and Security Act of 2007 for manufactured homes and exclude all energy efficiency measures from the 2012 NC Energy Code that are deemed cost ineffective, retain the 2009 NC Energy Code, OR adopt the aforementioned 2011 HUD Code energy requirements.
