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Valuing High Performance Houses
by Sandra K. Adomatis, SRA

. ppraisers are breaking new ground in the
area of valuing green or high performance houses.
Green construction has been around for a long time.
However, today more emphasis is placed on the term
energy efficient as part of the green concept and Energy
Star program. These terms need defining before the
related valuation issues can be discussed.

Defining and Rating Green
A high performance house is one that takes advantage
of energy efficiency, and sustainable and environmentally friendly products. A search of many
articles and Web sites does not result in one standard
definition of high performance house, but all seem
to emphasize energy efficiency, sustainability, and
environmentally friendly products.
The fifth edition of The Dictionary of Real Estate
Appraisal defines s us la inability, in green design and
construction, as "the practice of developing new
structures and renovating existing structures using
equipment, materials, and techniques that help
achieve long-term balance between extraction and
renewal and between environmental inputs and
outputs, causing no overall net environmental burden
or deficit.'"
According to the National Home Builders
Association (NAHB), green construction pays attention
to energy efficiency, water and resource conservation, the use of sustainable or recyclable products,
and measures to protect indoor air quality.2

The green trend does not appeal- to be a fad, but
will be the market for tomorrow. The government
is strongly encouraging the use of environmentally
friendly construction, and there may be green-construction mandates in the future. Efforts and techniques
to document and analyze green construction will come
to be expected by the users of appraisal reports.3
There are numerous green rating programs available in communities for appraisers to research and to
learn about each program's incentives. Three examples
of these programs include Energy Star certification,
LEED certification, and NAHB green certification.
Energy Star is a j o i n t program of the U.S.
Environmental Protection Agency (EPA) and the U.S.
Department of Energy. It was created to help save
money and protect the environment through energyefficient products and practices. To earn the Energy
Star label, a home must meet energy-efficiency
guidelines set by the EPA.4 An independent home
energy rater conducts onsite testing and inspection
to verify that a home's performance meets Energy
Star requirements. A HERS Index is used to rate the
energy efficiency of a home.5
Another green certification that building owners can pursue is the Leadership in Energy and
Environmental Design (LEED) certification. LEED
is a voluntary green building certification program
developed by the U.S. Green Building Council, which
provides third-party verification of green building
and performance measures.6 LEED-rated homes are

1. The Dictionary of Real Estate Appraisal, 5th ed. (Chicago: Appraisal Institute, 2010), 192.
2. NAHB National Green Building Program, http://www.nahbgreen.org/.
3. The brochure and the NAHB Model Green Home Building Guidelines are available at http://www.nahbgreen.org/Guidelines/nahbguidelines.aspx.
4. Requirements include effective insulation systems; high-performance windows; tight construction and ducts; efficient heating and cooling equipment;
and high-efficiency lighting and appliances.
5. The HERS Index is like a golf game, the lower the score the more energy efficient the house. A HERS Index of 100 is representative of the standard
code-built house; an Energy Star house must be at least 15% more energy efficient than the standard home, meaning the maximum score for a qualifying
home is 85. According to the EPA, there are over one million Energy Star houses. For more information, see http://www.energystar.gov.
6. LEED-certified buildings are designed to lower operating costs, reduce landfill waste, conserve energy and water, and have improved indoor environmental
quality. For more information, see http://www.usgbc.org.
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