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Senator Crisco, Representative Megna and members of the Committee,

Connecticut Fund for the Environment (“CFE” ) is a non-profit environmental organization with
over 5,400 members statewide. The mission of CFE is to protect and improve the land, air and
water of Connecticut and Long Island Sound, For more than twenty-five years, CFE has used
legal and scientific expertise to bring people together to achieve results that benefit our
environment for current and future generations.

Senator Crisco, Representative Megna and Members of the Committee, Connecticut Fund for the
Environment is pleased to have the opportunity to comment @. n Act Concerning The

Residential Property Condition Disclosure Report,
CFE fully suppoits the inclusion of information related to hazardous waste remediation as part of
the Residential Property Condition Disclosure Report,

CFE recognizes that this proposal is the product of several months of work by a legislative work-
group tasked with addressing deficiencies in the existing Residential Disclosure Form. While we
regret that we were not aware of the task force’s work early enough to have participated in that
process, we applaud its effort.

Before someone invests in a home for themselves and their family, they deserve to know what
the material defects of the property may be, so that they can make an informed purchasing
decision. The presence of hazardous materials is certainly a condition that meets the
fundamental test regarding the necessity of disclosure in a real estate transaction. Specifically,
disclosure is important where the condition (1) materially affects the value of the property, (2) is
difficult to observe by a buyer and (3) nondisclosure would induce a buyer to act.

CFE suggests that Connecticut’s residential disclosure requirements could be further
strengthened with the addition of another category of material defect to the disclosure and
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reporting requirements ~ the Energy Performance of the home. Energy Efficiency is a category
of building condition that also meets the three-part test above.

Connecticut has a significant amount of clder housing stock that falls well below modern
standards for energy efficiency, resulting in homes that are more expensive than necessary to
heat in the winter and cool in the summer. 84% of the state’s housing stock was built before
1980 and 45% was built before 1960. Homes built prior to the adoption of energy codes use
approximately 23 percent more energy per square foot than homes built after 1990." Frequently,
building envelopes are not insulated, windows provide little thermal benefit and heating and
cooling systems do not perform optimally. These factors can significantly increase the operating
expenses of a property, as well as contributing to impaired air quality and increased emissions of
global warming pollutants as a result of increased combustion of fossil fuels.

The results of an encrgy audit and the practical recommendations for cost-effective energy
saving improvemenis contained in such an audit are important facts for any potential homeowner
to have. Just as disclosure of a hazardous condition provides an incentive to remedy the
condition, disclosing the results of an energy audit (1) provides an incentive to a seller to invest
in prudent improvements to enhance the marketability of the property and (2) provides the
information necessary for a purchaser to make cost-effective energy improvements at the most
convenient time — before they are settled.

Accordingly, CFE suggests that a useful amendment to this bill would be to include an energy
audit as part of the real estate disclosure process. To that end, we would recommend the

language appended to our testimony.

In support of this suggestion, CFE respectfully points out that just such a proposal was
considered by the legislature in 2008. That bill (8B 571, “An Act Concerning Energy Audits™)
received unanimous support not only from the Insurance & Technology Committee (which voted
18-0 in favor), but also from the Energy& Technology (22-0) and Finance, Revenue & Bonding
Committees (47-0). Unfortunately, the time pressure of a short session meant that it never had
the opportunity to be considered by the full Senate and House.

The timing for such a proposal is even better this year. First, the state is poised to greatly expand
its energy efficiency programs through its Conservation and Load Management and Integrated
Resouice Planning processes, creating more opportunities for professionally managed, low-cost
residential energy audits. In 2010, the efficiency program served nearly 50,000 Connecticut
residents through its residential programs, saving them more than $16 Million in annual energy
costs. The programs’ budget (and reach} is slated to double for 2012.

Second, the state’s energy efficiency programs successfully completed a year-long efficiency
financing pilot, and has now established a permanent efficiency financing program administered
by the Connecticut Housing Investment Fund (CHIF). This financing program offers low-
interest loans (from 2.99% to 4.99%, with some measures qualifying for 0% financing) to make
energy efficiency improvements to residential property.

! *“Residential Energy Efficiency and the American Clean Energy and Security Act”, David Hoppock and Jonas
Monast (Duke University July 2009).
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Providing the transparency and information necessary to allow the market to appropriately value
energy efficiency in real estate transactions will help move properties, since lowering the
operating costs a home (i.e., the energy costs) may help to temper the impacts of recent mortgage
requirements requiring higher down-payments in a restricted credit environment. A 2008
consumer survey conducted by the U.S. Green Building Council and McGraw Hill Construction
found that 70 percent of homebuyers are more inclined to buy a green home over a conventional
home in a down market and that improving the energy and environmental performance of their
home was the leading reason that homeowners invested in home impmvements.2

Including the disclosure of energy efficiency in real estate transactions make sense for
consumers, for the market and for Connecticut’s economy moving forward.

Thank you for the opportunity to comment.

 “Home Buyers Increasingly Thinking about Buying Green” (July 24, 2008). 42 percent of respondents cited this
as their primary reason, compared to 34 percent who cited improving comfort and 24 percent who cited improving
appearance
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Section 2. Subdivision 2 of subsection (d} of section 20-327b of the general statutes is
repealed and the following is substituted in lieu thereof (Effective October 1, 2012):

(2) Such form of the written residential disclosure report shalt contain the following:
(A} A certification by the seller in the following form:

"To the extent of the seller's knowledge as a property owner, the seller acknowledges that the
information conlained above is true and accurate for those areas of the property listed. In the event a real
estate broker or salesperson ls utilized, the seller authorizes the brokers or salespersons to provide the
above information to prospeclive buyers, selling agents or buyers’ agents.

.... {Date) ... (Seller)
.... (Date) ... (Seller)"

(B) A certification by the buyer in the following form:

"The buyer is urged to carefully inspect the property and, if desired, to have the property inspected by
an expert. The buyer understands that there are areas of the property for which the seller has no
knowledge and that this disclosure statement does not encompass those areas. The buyer also
acknowledges that the buyer has read and received a signed copy of this statement from the seller or
selfer's agent.

... (Date) ... {Seller)
.. (Date) ... {(Seller)"

(C) A statemeni concerning the responsibility of real estate brokers in the following form:

"This report in no way relieves a real estate broker of the braker's obligation under the provisions of
section 20-328-5a of the Regulations of Connecticut State Agencies to disclose any material facts. Failure
to do so could result in punilive action taken against the broker, such as fines, suspension or revocation
of license."

(D) A statement that any representations made by the seller on the writien residential disclosure
report shall not constitute a warranty to the buyer.

(E) A statement that the writien residential disclosure report is not a substifute for inspections, tests
and other methods of determining the physicai condition of property.

{F} Information concerning environmemal matters such as lead, radon, subsurface sewage disposal,
flood hazards and, if the residence is or will be served by well water, as defined in section 21a-150, the
resulis of any water test performed for volatile organic compounds, and results of an audit of the energy
efficiency of the residence which shall include recommendations for cost-effective energy efficiency
improvements. and such other topics as the Commissioner of Consumer Protection may determine would
be of interest to a buyer.

{G) A statement that information concerning the residence address of a person convicted of a crime
may be available from law enforcement agencies or the Department of Public Safely and that the
Department of Public Safety maintains a site on the Internet listing information about the residence
address of persons required to register under seclion 54-251, 54-252, 54-253 or 54-254, who have so
registered. :

(e) On or after January 1, 1996, the Commissioner of Consumer Prolection shall make available the
residential disclosure report prescribed in accordance with the provisions of this section and sections 20-
327¢ to 20-327e, inclusive, to the Division of Reaf Estate, all municipal town clerks, the Connecticut
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Associalion of Realtors, Inc., and any other person or institution that the commissioner believes would aid
in the dissemination and distribution of such form. The commissioner shall also cause information
concerning such form and the completion of such form to be disseminated in a manner best calculated, in
the commissioner’s judgment, to reach members of the public, attorneys and real eslate licensees.
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