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Overview

? Vermont's Energy Improvement Mortgage
Service

Background
Current Status

® Lessons Learned
? Opportunities for the HERS Industry




Definitions

? Energy Mortgage (“EM”):

e Energy Efficient Mortgage (“EEM”)

» Energy /mprovement Mortgage (“EIM”)




Elements of Successful
EIM Programs

? No mortgage closing delays

? No significant increases in workloads or
stress levels

? Create positive working relationships with
participants

? Provide opportunities for lenders and real
estate agents to close more deals (and
make more commissions)




Elements of Successful
EIM Programs (con’t)

# Take full responsibility to manage and
complete each job successfully (on time,
on budget, savings as projected)

? ldentify and foster successful contractors

? Incorporate mortgage product(s) with
some sort of interest rate or cash-back
Incentive to entice participants




ERH-VT’s EIM Service

? ERH-VT desired to remain independent,
working for customer, not to install

P “Turn-key” service necessary for success

? Challenges:

How to cover 15-20 hours (plus travel and
marketing expenses) ($800)

= Secondary mortgage market approval for
financing this fee

= Can the package still be cost-effective?




EIM Service Elements

P Sales

P Site visit

? Preliminary rating
? Bids

? Rating package

? Closing

P Contracts

? Completion




YESS Program

? Vermont Housing Finance Agency
? Affordable/ first-time home buyers

? Reduced/stepped interest rate:
Year 1: 5.45%0

Year 2: 5.95%

Year 3: 6.45%

Years 4-30: 6.95%0

? 100% financing
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Customer Motivations

? House has obvious energy deficiencies
and/or is old

? The home inspector identifies a problem
and lender requires they resolve

¢ Electric heat

? They really want or need the lower
Interest rate available through VHFA's
YESS Mortgage Program.
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EIMS Results (11/97 - 5/00)

IVEtnc Results

Nuner of conpleted EIM jols 41

Averace initial rating score 56.4 points (2 Stars +)
Average post-improverrent rating score 73.8 points (3 Sars +)
Average rating score Increase 17.4 poirts

Average annual energy savings 67.4 MVBu
Average annual energy cost savings $1,075

Average financed investrrent in energy inproverrents (and fees) | $7,194

- Mechanical systens financed investirent $4,356

- Weatherization financed investrrent $2,5%6

Average annual mortgage increase $586

Average cash flow generated $489 ($41/north)
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NE HERS Alliance Brochure
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NE HERS Alliance Brochure
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How It Works
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EIMS Brochure

? Copy available on Northeast HERS Alliance
web site:

? www.energyratings.org
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Current Situation

? In 2000 | moved out of SF services
? My replacement had other responsibilities
? VEIC was selected as the statewide efficiency

uti

¢ VH
be

ity (“Efficiency Vermont”)

FA reduced conventional mortgage rates
ow YESS rate

P Costs for EIMS continued to rise >$800
? Standards for closing times continue to shorten
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Current Situation con’t

? Ceased promoting EIMS

= Continue to offer as requested on hourly
basis ($60/hr)

= One or two jobs per month

? We are committed to redesigning,
streamlining, and offering the service by
the end of the year
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| essons Learned

? Facilitator involvement is critical for
success

='Work gets done on time, on budget and
energy predictions are realized

Lenders won’t try programs w/o a
professional

NY/CSG are experimenting with training
contractors to become facilitators

California’s successful lessons with
facilitator/contractors
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| essons Learned con’t

? Diversify rater capacity

Build rater capacity to enable at least 2 or 3
competent raters to offer the service

= The burn-out factor can be high (high stress)
Mix and match with new construction
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| essons Learned con’t

? Ensure desirable & workable financing
products

Need a demand-feature
> Reduced interest rate
> Reduced points
> Cash back at closing, etc.

Reduce/eliminate appraisal/value issue

= Allow lenders to sell the mortgage before
Improvements are complete

=INo/very little increase in lender work loads
... =/Create better refinance product
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| essons Learned con’t

? Partner with fewer, competent contractors

Eliminate/reduce the time and hassle of going
out to bid (unless the customer insists and

pays)
= Set up pre-arranged costs
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| essons Learned con’t

? Create efficiencies by combining
services/roles

Raters/facilitators/contractors (conflict of
Interest?)

home inspectors/raters
raters/appraisers
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| essons Learned con’t

? Create a model that causes no mortgage
delays

Need to fit into an industry that is closing in 2
weeks or faster

= Tap into the refinance market that does not
have these deadlines
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Opportunities

P Existing homes represent the greatest
potential residential energy savings
opportunities (especially with tax credits)

? Mortgages offer the greatest opportunity
for long-term/low interest rate/tax
deductible financing

? Raters are the best people and in the best
position to facilitate existing home
upgrades
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Next Steps

? | challenge you to figure out how to
create an existing homes market for HERS

? Report back next year with your lessons
learned and success stories.
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