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INTRODUCING THE ALL-NEW TRANSIT CONNECT

THE NUMBERS

< DON'T LIE «—

% . Maria has 32 plants that
- produce an average 15-Ib.

harvest 2 times a week.

That makes 30 Ibs. x 52 7/

%

_ weeks = 1,560 Ibs. of % N
”’%

Brussels sprouts a %///// .
' year. With an average

sprout diameter of 2
in., she uses only 11.2
cu. ft. of her

. on the sprouts, leaving
. -~ 77 cu.ft. for string
1 beans, 23.8 cu. ft. for
. tomatoes and 18.7
cu. ft. for her sweet

corn, i.e., the things
that people like.

o
= SLIDING
Let’s say it takes about 13 steps to walk around a
van. That’s a 26-step round-trip when you're loading
or unloading, which really adds up if your delivery
requires multiple loads. Having a door on either side
of the Transit Connect means you might not have to
waste time and energy walking around the van to get
your cargo in or out. And each of those doors opens
than the

doors on the nearest competitor, making your goods
even more accessible.

Optional features shown. *Class is Small Cargo Vans. Transit Connect Van long-wheelbase model. **Class is Small Cargo Vans. EPA-estimated rating of 22 city/30 hwy/25 combined mpg

for Transit Connect Van with the available 1.6L EcoBoost® I-4 engine. Actual mileage will vary. 'Driving while distracted can result in loss of vehicle control. Only use SYNC/MyFord Touch/
other devices, even with voice commands, when it is safe to do so. Some features may be locked out while the vehicle is in gear. Not all features are compatible with all phones. *'SYNC
Services varies by trim level and model year and may require a subscription. Traffic alerts and turn-by-turn directions available in select markets. Message and data rates may apply.
Ford Motor Company reserves the right to change or discontinue this product service at any time without prior notification or incurring any future obligation.
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- HANDS-FREE,

C‘.MMUNI] ATION

About 9 times out of 10, the customers who wanted 3 Ibs.
of peas and corn change their minds and want 4 Ibs.

of beans. Obviously, the that the
available SYNC® with MyFord Touch®! offers is handy, and
helps keep your digits on the wheel. When you're trying to
get from the customer at 2435 Edgewood to

the one at 3512 53rd Street, the voice-activated
directions and 411 Business Search that come with

are nice little numbers to have, as well.

Let’s say there are
13,270 cabs in her
city. Plus 5,600 buses,
5,150 garbage trucks
and 2,564,367 cars.
Getting a van load of
green peppers across
town during rush hour
is going to take some

That’s where the Transit
I Conhect rea"y shines.

Running a business isn’t
easy, especially when your product has a limited
shelf life. That’s why Transit Connect offers maneuverability,

and plenty of other smart features designed to help you get
the job done and bring home the bacon.

THE 2014

TRANSIT |§
CONNECT i

ford.com




THE NEXT
GENERATION

MoistureShield® has always been protected to the core. Now our new cap stock line,

MoistureShield® Pro, adds an extra layer of protection and beauty. Essentially it’s
our already durable Vantage board with a smooth, protective covering. A new era of
carefree outdoor living is here.

MOISTURESHIELD® VANTAGE COLLECTION® | MOISTURESHIELD® PRO

Circle 752

+1"x 6" Deck Boards

- Lengths: 12', 16", 20’

« Transferable Lifetime Warranty

+ 25-year Fade and Stain Warranty

« Install on the ground, in the ground
or underwater

+ Available grooved and non-grooved

- Available in 3 distinct, rich colors

‘v Mmstureﬁhmld

www.moistureshield.com
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[HOUSING POLICY]

GETTING BEYOND THE IMPASSE

Can a dysfunctional Congress and a beleaguered White
House finally agree on tax and housing finance reform?

[HOUSING POLICY]

WORKFORCE WORRIES

Builders press for immigration reform, saying change is
essential to the full recovery of the housing industry.

[DESIGN]

OUTSTANDING OUTDOOR SPACES

Homebuyers have come to expect outdoor living space
that can run the gamut from modest to lavish.

[BUSINESS MANAGEMENT]

TAMING THE CHAOS

Complexity is inherent to home building, but you must
manage it or it will manage you.

[HOUSE REVIEW]

DESIGNS FOR FIRST-TIME BUYERS

House plans for today’s first-time buyers must combine
value with delivering on their desire for amenities.

[DESIGN]

MASTER BATH MAKEOVER

Expanding this bath just enough provides a spa-like
atmosphere homebuyers want.

[PRODUCTS]
PRODUCT REVIEWS
Outdoor living plus trucks and accessories

[EXECUTIVE CORNER]

SALES & MARKETING

Matt Ivey shares how Ivey Homes found a successful
medium between in-house sales and outsourcing.
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BUILDING. TOGETHER.

' - @

EXPE R TIS E ) ALZ

ATTACHED.

—
% Yy

Building your business together. The way John Deere sees it, anyone who

spends 10 hours a day in a backhoe must have ideas on saving time and money. @ JOHN DEERE
So when guys like you said, “Give us a quicker way to switch attachments on

all your models”, we heard you. Our Worksite Pro™ loader quick-coupler is now

available on every K-Series Backhoe. At the push of a button, you can swap out

buckets, brooms, and forks —without leaving your seat and regardless of control

configuration. Plus, it accommodates both Deere and non-Deere attachments.

For details, visit your dealer or our website. JohnDeere.com/backhoes
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industryperspective

Fresh Ideas and Fresh Faces

It takes years and, in some cases, hard lessons

learned to move forward in profitable new di-
rections. Today there is no shortage of experienced
builders who've been through the wars and are
now setting the stage for a prosperous run over the
next few years. For many, this next housing cycle
will be their last before riding off into the sunset.

We do not know the average age of builders,
but it is safe to say that the majority are 45 and
above, perhaps older. During the last eight years,
young people have had neither the opportunity or
the inclination to join this industry. Twenty- and
30-something builders are few and far between,
but we expect that to change in the coming years.
And that is the reason why we have been identi-
fying and telling the stories of excellent younger
builders who will shape the industry over the
next few housing cycles. You may recall reading
about them last month in our coverage of our
third annual Professional Builder
“40 Under 40" list. Their business
and design ideas presage the
best of what is to come.

That is not to say that home

In home building, experience counts for a lot.

ERIEEE S EERRtal  but we expect that to change in the coming years.

every industry needs fresh faces
and new ideas. In fact, one of the
industry’s most successful young
builders, Saun Sullivan of DSLD Homes (now a
grizzled 42-year-old), draws deeply on lessons
from the past. On more than one occasion he has
requested back issues of Professional Builder from
the ‘50s and ‘60s. He recognizes that there are
many immutable issues faced by builders of ev-
ery generation. At the same time, Sullivan is turn-
ing many old ideas on their ear. He pays all trades
and suppliers in two days. He does not do charge
backs. His company handles every warranty call
in order to truly control the customer experience
and not cede those important client interactions

to a harried supplier’s assistant who needs to get
in and out of the house in 15 minutes.

This June 10 and 11, we are inviting the indus-
try’s young leaders to join us in Newport Beach,
Calif,, for two days of exchanging ideas and net-
working. The theme of the first annual Professional
Builder Under 40 Executive Summit is “Innovating
in Business and Design.” We are pleased to an-
nounce some key components of the agenda. First,
business-innovation author Andy Stefanovich will
be our keynoter. He is known for helping compa-
nies like Coca Cola and Procter and Gamble lead
change in their organizations. Our builder key-
note is H. Lawrence (Larry) Webb, CEO of The New
Home Company, a long-time industry leader who
knows a lot about innovating in building and mov-
ing forward in profitable new directions. Seth Ring,
a division president for Toll Brothers in Southern
California and recognized as an Under 40 leader
last year, will discuss the thinking behind some

of his company’s newest communities, which are
designed to bring younger Millennial buyers into
the market. For many attendees, the biggest high-
light of the summit will be a tour of brand-new
model homes throughout Orange County, histori-
cally the cradle of many of the industry’s earliest
design advancements.

If you are interested in attending our Under 40
Executive Summit in Newport Beach, you canlearn
more about it at www.ProBuilder.com/PBU40, or
you can email me at potoole@sgcmail.com.

We look forward to seeing you in June.

Patrick O'Toole, Publisher | Editorial Director
potoole@sgcmail.com

www.ProBuilder.com Professional Builder
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WhisperGreen Select
Pick-A-Flow Technology Plug N ?i'mj = The &bLLLEj to create your Fer’fe.ci fain
go-g0-110 CFM modules

Introducing Panasonic WhisperGreen Select".
The customizable vent fan for virtually any application.

Thanks to an impressive array of advanced options, our new WhisperGreen Select is the ideal
all-purpose IAQ Solution. The ingenious new Pick-A-Flow (50-80-110 CFM) technology gives you
the ability to select your required air flow with just the flip of a switch. Then, a set of four unique
Plug "N Play modules allows you to further customize the fan by choosing Multi-Speed Operation,
Motion Sensor, Condensation Sensor and Automatic LED Night Light. With Multi-Speed you can

select the proper CFM settings to satisfy ASHRAE 2.2 continuous ventilation requirements.

M

WhisperGreen Select alsa features our revolutionary DC Motor with SmartFlow™ optimum

CFM technology and our unigue LED replaceable lamps. Our new Flex-Z Fast™ bracket system ic .
provides quick and easy installation. WhisperGreen Select can also be used to comply with LEED \%!}mm?ung reenseted

for Homes, CalGreen and ENERGY STAR® for Homes 3.0.
Learn more about the fan that does it all at us.panasenic.com/ventfans.

. P Most Efficient
. a12014
SR www.energystar.gov

Multi- Speed Cundensallon Sensor NlteGlow"‘LED Night Light Mation Sensor
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Rites of Spring

pring is here, regardless of the fact that it is snowing in the D.C. area

as I write this at the end of March, and it’s the beginning, tradition-

ally, of when things really start rolling in home building. The impor-
tance of the spring selling season is a given. Winter is over, for the most
part, and it’s a time of rebirth and renewal. All over the country, people
are looking around at where they currently live and are starting to think
seriously about spring cleaning or, even better, buying a new home.

And home builders are ready to accommodate them. The models are
ready, landscaping is in place, flats upon flats of flowers have been plant-
ed, and salespeople stand at the ready. But there’s a lot that stands in
between thinking about buying a new home and actually signing a con-
tract. We all know there is a lot of pent-up demand. There are young
adults still living with their parents, there are young families with more
children than bedrooms, and there are older adults who would happily
trade the home they've occupied for years for, perhaps, a smaller, newer
home that better fits their needs at this stage of life.

Although the National Bureau of Economic Research declared the
Great Recession over in 2009, in reality it (or another recession just like it)
is still very much with us. Economic forecasts show GDP, business spend-
ing, and retail sales all growing in 2014, but polls indicate that many
Americans don’t see economic improvement of a substantive nature oc-
curring for five or more years.

You can't really blame folks for having a pessimistic attitude. It's been
seven or eight years since the rollicking good times ended, and that is
a very long time in our collective memories. For Millennials, the hard
times are pretty much all they know. So it’'s easy to understand when
home builders say they are feeling discouraged—again. In addition to
economic uncertainties, land, material, and labor shortages add to their
mix of anxieties. But being discouraged is not the end game; it's simply
another challenge to face.

And the way to face most challenges is to focus on what you know and
what you can control. Take those Millennials. Why should they buy a
home when, for all they know, coming up with a downpayment is near-
ly impossible, they might lose their jobs and not be able to make their
mortgage payments, and they won’t be able to sell that house when they
want to move to take another job? Well, the resale market has stabi-
lized in most areas, and you've been overcoming those other objections
throughout your entire career, no matter what your target market is.

There will always be objections, as well as roadblocks and setbacks. But
right now, it's spring and time to get yourself (and everybody else) moving.

Denise Dersin, Editor-In-Chief
ddersin@sgcmail.com

editorial
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marketupdate o

HOUSING DEMAND

Plans to Own a Home May
Not Match With Reality

While current conditions for housing affordabil- = V‘ = L~
ity and household formation seem to bode well for - ‘ g.
future housing demand, a recent study contends
that the goal of homeownership and even the rent-
ing aspirations of millions of consumers will go unfulfilled.

“Homeownership will still not rise above 65.5 percent of all householders by 2018, com-
pared with 69 percent near the height of the housing bubble,” according to “A Tale of 2,000
Cities,” released by the Demand Institute, a non-advocacy, non-profit organization jointly
operated by the Conference Board and Nielsen. The report was gathered from an econom-
ic analysis of 2,200 cities, towns, and villages that are home to half of the U.S. population,
as well as interviews with the heads of 10,000 households.

It explains that ownership will be constrained partly by the raft of foreclosures that oc-
curred during the recession and the fact that a considerable proportion of new households
forming in the next five years will still rent rather than buy because of ongoing financial con-
straints. The Institute predicts 30 percent of new-home completions will be multifamily units
in 2018, which is double the proportion built when the housing market was booming.

Even though the Demand Institute agrees that the National Association of Realtor’s na-
tional and regional affordability indexes will stay at historically high levels over the next
five years, the conditions that prevent renters from taking advantage will persist. The 2013
survey found 41 percent of households carried a moderate-to-severe housing cost burden.
That figure is an increase from a Harvard Joint Center for Housing Studies report released
last year, which reported 37 percent of households in 2011 used a third-to-half of their
income to pay for housing expenses.

“Of those planning to purchase a home and finance it with a mortgage, almost half are
unlikely to obtain the mortgage they would like under their current financial circumstances
because they either lack a down payment or the means to save for one, do not have the income
to support the implied mortgage payment, or are hampered by concerns about their credit his-
tory or related personal finance problems,” the report states.

Among households that plan to buy a home in the next five years, 45 percent indicated they
do not yet have the level of savings and equity needed to do so. Demand Institute projects
4-million households will be unable to buy a home or even realize their move-up rental as-
pirations. The research found almost half of households planning to move would consider a
lease-to-own option. Other financing alternatives such as shared equity or peer-to-peer lend-
ing could help reduce the cost of ownership if they became more widely used.

The report predicts the rate of home-price appreciation nationally will slow and rise
an average of 2.1 percent between 2015 and 2018. There will be wide disparities in price
appreciation between states, with the greatest percentage increases occurring in New
Mexico (33), Mississippi (32), Maine (31), Illinois (31), and New Hampshire (28). The lowest
percentage rises are projected for Washington, D.C. (6), Minnesota (13), Virginia (14), New
York (14), and Alaska (15). The number of single-family home completions will stay below
the previous peak in every state. So home-price growth will make only a modest contribu-
tion to overall economic growth.

“That means we cannot expect a slow and steady housing market recovery to undo all
the damage the financial collapse caused to many, many cities and towns across America,”
the report says. PB
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MULTIFAMILY

Freddie Mac Has

Rosy Outlook for
Multifamily Market

Revenue growth and vacancy
rates for the multifamily housing
market in 2014 will perform at
or above historical averages, al-
though the sector’s performance
could moderate a bit compared
with the previous two years, ac-
cording to the annual outlook re-
leased by Freddie Mac.

The sector has been strong
following the recession due to
robust demand for rental hous-
ing and limited supply. But with
multifamily completions rising
during 2014 and more new units
opening, some metro markets
will not follow national trends
as supply and demand come into
balance. Since 2006, the number
of renters has increased by more
than 5 million, or 15 percent, and
3.2 million are renting single-
family homes. Price appreciation
is likely to motivate landlords to
sell those properties. If the share
of single-family rental houses de-
clines and reverts to its historical
average level, then 1 million more
households could be looking at
multifamily rental properties for
a place to live, particularly since
they can’t afford to buy a home.

The current Freddie Mac
Multifamily Investment Index,
which measures the relative
attractiveness of investing in

e



The New Sprinter
Engineered to exceed expectations. = .

wk

Starting At: Since inventing the van over 110 years ago, Mercedes-Benz has a history of recognizing specific business
* needs and engineering innovations that make working easier, safer and more efficient. With a 2-stage turbo
$3 7 7 1 O diesel engine, industry-first safety features, class-leading payload capacity and the flexibility to carry up
7 to five people on board, the new Sprinter once again exceeds expectations—and sets the standard for
2500 Crew Van 144", Low Roof, 4-Cylinder commercial vehicles to follow. Learn more at www.mbsprinterusa.com.

© 2014 Mercedes-Benz USA, LLC

Options shown. Not all options available in the U.S.
*Excludes all options, taxes, title, registration, transportation charge and dealer prep fee.
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marketupdate

multifamily properties, is 146.3—
well above the 124.6 historical av-
erage. With the new stewardship of
the Federal Reserve committing to a
monetary policy that will keep inter-
est rates from spiking, the Investment
Index could stay above the histori-
cal average for the next two to three
years, according to Freddie Mac.

Those conditions attracted Daiwa
House Industry Co., one of Japan’s largest
home builders, to invest as much as $1.5
billion in U.S. rental housing, starting with
acquiring and developing leasing proper-
ties in Texas over the next three years.
Daiwa said in a statement that it is buy-
ing there because Texas has a growing
population—particularly ~ Millennials—
which the company expects will create
more rental housing demand. PB

MARKETS

Taylor Morrison Plans
New Community
Near Austin, Texas

Taylor Morrison Home Corp., will build
a master-planned community in Round
Rock, Texas, on a 47/7-acre tract, which
the builder purchased late last year.

The development will be called
Vizcaya and include more than 1,200
home sites. Land development will
begin during the second quarter, and
the community is expected to open
by the end of this year. The Scottsdale,

taylor
MOrriISON 4. 0

Homes Inspired by You

Ariz.-based company will offer six prod-
uct lines aimed at various buyer groups
from homes suited for growing families
to low-maintenance patio homes that
appeal to consumers looking to down-
size or live a more carefree lifestyle.

Home sizes will range from about
1,500 square feet to 4,000 square feet.
Planned amenities for the Central
Texas community include a clubhouse,
fitness center, pool, lifestyle director,
and walking trails.

“From first-time homebuyers to empty
nesters, we are seeing that buyers to-
day are as focused on the community

Introducing the INSERT Double Hung
Replacement Window from Integrity®

The Best Tools for the Integrity Windows and Doors continues to lead in the Remodel & Replacement market
Job Don’t Always Fitin a
Tool Belt

Were equipping the trade with

with the introduction of the new Wood-Ultrex Insert Double Hung, Combining the
strength and durability of Ultrex” pultruded fiberglass with beautiful wood interiors and a
fit for any opening, the Wood-Ultrex Insert Double Hung is quite possibly the perfect insert

the newiPad Air". A helpful replacement window.

tool touse on and offthe job. The Wood-Ultrex Insert Double Hung window features a frame-in-frame design that is

Discover the toughness of : ! ! . . ,
= custom built for the unique window opening, allowing for a clean replacement without

Integrity and sign up for a chance . . e — )
Srity gntl disturbing the existing interior or exterior trim. Wood-Ultrex Insert Double Hung windows

to win the newiPad Air at - e R " . )
are precision-built in 1/64” increments. so you can specify an exact size up to a stunning

4.5 widex 7 tall.

IntegrityWindows.com/PB

With lightening fast 10 calendar day delivery® Integrity gets this innovative product in
customers”hands fast. Integrity builds TOUGH windows and doors with Ultrex pultruded
fiberglass. Featuring the industry’s first and only AAMA verified 624-10 finish. Ultrex
provides long-lasting exteriors that fiberglass competitors simply can't match.

iPad Airis a trademark of Apple Inc. This offer is by Integrity and not affiliated with Apple inc.

“to thelocal Integrity distributor or dealer

AT —

Interior view of the NEW Insert Double
Hung Replacement Window

@Qintegrity

from MARVIN
Windows and Doors

Built to perform:

Learn more ahout Integrity’s new Insert Double Hung line at IntegrityWindows.com/PB1
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experience as they are the features with-
in the home,” said Michael Lindeman,
the builder’s vice president of sales and
marketing.

Vizcaya is Taylor Morrison's sec-
ond major foray into the Austin mar-
ket. The company also is developing
with Toll Brothers Inc., Horsham, Pa.,
a 2,100-acre community in nearby
Leander in addition to building homes
in communities at Drilling Springs and
Bee Cave. PB

KB Homes Expands
in San Antonio with
New Community

KB Homes acquired land in New

Braunfels, Texas, to build 469 homes in

a community to be called West Village
at Creekside.

Land development

KB will begin by sum-

mer, and the grand

HOME opening is slated

for January 2015.

The community will
feature two collections of houses that
homebuyers can customize through
KB'’s Built to Order program. Energy Star
certification, Sun Power solar panels,
and WaterSense faucets and fixtures
will be among the energy-efficient
and sustainability features available.
Community amenities will include a
private swimming pool, picnic pavilion,
walking trails, and children’s playscape.

“The Village at Creekside includes a
hospital, labs, medical offices, fitness
facilities, and serves as a lifestyle cen-
ter for the local area,” said Brett Dietz,
president of the builder’s San Antonio
division.

KB Homes already has two neigh-
borhoods in New Braunfels—Caprock
and Legend Point—open to new-home
sales, and has built 23 communities in
the San Antonio market, including the

recently opened Park Vista, Crosscreek,
and Esperanza developments.

“We pride ourselves on being one
of the area’s first-choice land buy-
ers,” Dietz said. “KB Home’s extensive

marketupdate

market knowledge and strong relation-
ships with local land sellers enable us
to identify and quickly secure excep-
tional opportunities to offer our homes
in highly attractive locations.” PB

Give the Dryer Some Space

— ’ New Model DB-480
Standard Installation Model 480 Larger recelving ared hdndles
22 Gauge Aluminized Steel—Shown Painted stand-alone AND pedestal dryers.

aryert

Today, you can place the dryer flush to the wall without crushing
the exhaust hose or otherwise restricting airflow. Install the
Dryerbox® for safer, roomier and more efficient homes.

®

888-44-Dryer 79377  www.Dryerbox.com
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The Most Trusted Brand
of Foundation Waterproofing

in America!

Delivering proven performance,
exceptional quality and unparalleled
reliability to builders for over 30 years.

You can’t do better than the TUFF-N-DRI® Basement Waterproofing System to
protect your foundation against harmful moisture damage and thermal loss.

For years, builders have recognized TUFF-N-DRI as the highest quality
waterproofing system available to assure a dry basement...and peace of mind.

Performance-engineered to provide up to 8 times greater protection against
moisture than comparable waterproofing brands, you can have confidence in the

TUFF-N-DRI Basement Waterproofing System...and that’s the best foundation

to build on.
TREMCO

A" /Barrier Solutions.

1.800.876.5624

7o RPMY company www.tremcobarriersolutions.com

MOISTURE OUT. | CONFIDENCE INT

©2014, Tremco Barrier Solutions, Inc. TUFF-N-DRI® is a registered frademark of Tremco Barrier Solutions, Inc
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BUILDERS PICK THE MOST LIKELY
FEATURES FOR THE 2014 HOME

nowing what your competition is doing is a must in any

industry. For residential construction, that includes hav-

ing a clear picture of what other builders are putting in
their new homes. A nationwide survey last December asked
builders about the features they would include in the typical
single-family home this year.

Based on ratings from 1 to 5 (1 being not at all likely and 5
being very likely), builders reported the most likely features for
the homes they will build are low-e windows, a master bedroom
walk-in closet, a laundry room, and a great room.

Also likely are Energy Star-rated appliances and windows, a
programmable thermostat, and insulation higher than required
by code. In the kitchen, a double sink, granite countertops, and a
central island are highly likely to make the cut. Outdoor features
such as a front porch, outdoor lighting, and a patio are probable
candidates for a new home. A two-car garage, 9-foot ceilings on
the first floor, and a private toilet compartment in the master
bathroom are other common features.

In contrast, the least likely features are laminate countertops
in the kitchen and an outdoor kitchen (cooking, refrigerator, and
sink). Two-story spaces (family room and foyer) also seem to be
unlikely features, as are an outdoor fireplace, a sunroom, a me-
dia room, and a whirlpool in the master bathroom.

FARM BILL KEEPS RURAL AREAS
ELIGIBLE FOR HOUSING FUNDS

President Obama signed a farm bill into law in February that
includes a provision championed by the National Association of
Home Builders (NAHB), which will help members living and work-
ing in rural areas.

The legislation allows more than 900 communities to retain
their status as “rural” areas so residents will have access to
housing programs that help low- and very-low income house-
holds obtain homeownership or suitable rental housing.

The law does not provide more funding but, by grandfather-
ing these existing rural communities, they will maintain access
to the U.S. Department of Agriculture’s rural housing programs.

NAHB economists estimate the provision will generate $1.2
billion more investment this year for rural housing, including
construction of new single-family and multifamily homes and
remodeling. Breaking this down even further, it means that each
of these 900-plus communities will receive on average more
than $1 million in economic activity this year through USDA
loans and grants for new construction and remodeling—funding
that would have been lost had the law not been passed. PB
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January sales of new homes rose 9.6 percent from
December to an annualized rate of 468,000 units,
but other housing indicators were on the downside.
Builder confidence for February slipped one

point from the previous month to 56, according

to the NAHB/Wells Fargo Housing Market Index.
January housing starts decreased 16 percent to

an annualized rate of 880,000 and remodeling
spending fell 0.4 percent to $137.7 million.

ABOUT NAHB: The National Association of Home Builders is a Washington, D.C.-based trade association representing more than 140,000 members involved in remodeling, home building, multi-family

construction, property management, subcontracting, design, housing finance, building product manufacturing, and other aspects of residential and light commercial construction. For more, visit www.nahb.org.
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WINDOW AND DOOR

Builders and architects reveal their
top considerations for selecting

windows and doors.

By Mike Beirne, Editor

considerations when builders choose windows
and doors, according to Professional Builder's 2014
Windows and Doors survey.

While past surveys showed builders increasingly offered
more energy-efficient windows in a bid to differentiate
their product, this year’s poll showed most homebuyers
did not choose to upgrade their window selection. Price
could be the barrier or, perhaps, buyers are satisfied with
their standard window selection. Another explanation
from a Massachusetts builder is that windows are the most
misunderstood and undervalued component in a home. “It
amazes me that there are so many window brands avail-
able with such varying ranges of quality and performance,”
he wrote. “The misunderstanding and undervaluing is be-
ing done by both homeowners and builders because both
parties are not interested in the true performance of the
window they are purchasing.”

Two-thirds of the 223 builders, architects, and designers
who responded said the average size of windows is about
the same as the window units they specified for homes over
the past three years. More than half indicated the number
of windows they specify for their new houses (a third of
respondents specify 10 to 15 windows for each home fol-
lowed by 23 percent who average more than 25 units for
each house) has not changed during the same period.

More findings about the top considerations for selecting
windows and doors are presented in the charts that follow:

Energy efficiency and price are among the top three

METHODOLOGY AND RESPONDENT INFORMATION

This survey was distributed between March 3 and March 14, 2014, to arandom
sample of Professional Builders print and digital readers. No incentive
was offered. By closing date, a total of 223 eligible readers responded.
Respondent breakdown by discipline: 35 percent diversified builder/
remodeler; 27.3 percent custom home builder; 13.2 percent architect/
designer engaged in home building; 6.4 percent production builder; 3.6
percent manufactured, modular, log home, or systems builder; 2.3 percent
multifamily; and 12.3 percent other. Almost 67 percent of respondents sold
one to five homes in 2013, and 9 percent sold more than 50 homes.
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WHICH TYPES OF WINDOWS DO YOU
SPECIFY FOR YOUR HOMES?

All Some Do Not
Projects | Projects | Use

Double-hung 20.8% 65.9% 13.2%
Picture/fixed 20% 75.4% 4.6%
Single-hung 19.5% 46.8% 33.7%
Casement 15.5% 75.4% 9.1%

Multi-slide glass door

. 10.7% 56.8% 32.5%
(window wall)

Skylight/clerestory 7.7% 68.2%  24.1%
Glider 7.1% 47.1% 45.8%
Awning 6.9% 64.8% 28.3%
Tilt and/or turn 6.7% 40.7% 52.7%
Arched 5.6% 77.5% 16.8%
Bay 44%  656%  30%

Bi-fold glass door (window wall)  4.1% 34% 61.9%
BASE: 223; PROFESSIONAL BUILDER 2014 WINDOWS/DOORS SURVEY

Double-hung is the most popular window style, and
picture/fixed and single-hung moved ahead of casement
windows, which were No. 2 in last year’s survey.

WHICH TYPES OF FRAME MATERIAL DO YOU
SPECIFY FOR YOUR HOMES?

All Some Do Not
Projects | Projects | Use

Vinyl 22.1% 65.8% 12.1%
Wood 16.8% 71.4% 11.9%
Aluminum 11.2% 49.3% 39.5%
Composite 4.2% 49.3% 46.5%
Fiberglass 4.2% 49.3% 46.5%
Steel 2.2% 21.6% 76.1%

BASE: 223; PROFESSIONAL BUILDER 2014 WINDOWS/DOORS SURVEY
Vinyl is the top framing material for windows, while wood

still posted strong results due to its superior quality and
performance characteristics.
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WHAT ARE THE TOP THREE CONSIDERATIONS WHEN
SPECIFYING WINDOWS FOR YOUR NEW HOMES?

Energy efficiency 22.4%
Quality/performance 19.0%

Price 16.9%

Warranty 7.2%

Aesthetics 6.3%

Manufacturer’s reputation 5.6%

Low maintenance 4.6%

Helps meet energy code 4.4%
Availability 3.7%

Easy installation 2.3%
Loyalty/relationship with manufacturer 2.2%
Customization options 2.0%

Helps achieve green certification 1.6%

Loyalty/relationship with retailer/distributor 1.2%

BASE: 223; PROFESSIONAL BUILDER 2014 WINDOWS/DOORS SURVEY

Energy efficiency, quality, and price are builders’ top three
considerations for window selection.

DO YOU OFFER ENERGY-EFFICIENT, HIGH-
PERFORMANCE WINDOWS FOR YOUR NEW HOMES?

No 5.1%
Yes, as an optional upgrade
22%

Yes, as both standard and
upgrade (i.e. good/better/best)
26.2%

Yes, as standard
46.8%

BASE: 218; PROFESSIONAL BUILDER 2014 WINDOWS/DOORS SURVEY
Seventy-two percent of builders offer energy-efficient/high-

performance windows as standard or as standard and upgrade
compared with 82 percent in the 2012 survey.

WHAT IS THE BEST WAY FOR A WINDOW SUPPLIER
TO GET YOU TO SWITCH YOUR BUSINESS TO THEM?

Better-quality products 18.8%

Lower price point 15.0%

Great service 12.2%

Dependability 7.9%

Fast turnaround on orders 7.6%
Wider range of products/options 7.3%
Warranty 7.0%

Good trade discounts 5.9%

Great people 5.5%

Fewer mistakes 5.3%

Installation training 2.8%

Convenient location 1.8%
Web-based estimating/ordering 1.4%
Other 1.5%

BASE: 223; PROFESSIONAL BUILDER 2014 WINDOWS/DOORS SURVEY

Quality and service are top considerations, but price
makes its way into the top three.

IF YOU OFFER ENERGY-EFFICIENT WINDOWS AS
AN OPTIONAL UPGRADE, APPROXIMATELY WHAT
PERCENTAGE OF YOUR BUYERS CHOOSE TO
UPGRADE THEIR WINDOWS?

Less than 10 percent 25.6%
11 to 25 percent 23.3%

26 to 50 percent 21.5%

51 to 75 percent 12.2%
More than 75 percent 17.4%

BASE: 172; PROFESSIONAL BUILDER 2014 WINDOWS/DOORS SURVEY

Of the 172 builders who offer energy-effiicient windows
as an optional upgrade, 121 said the majority of their
buyers do not choose to upgrade.

www.ProBuilder.com Professional Builder 17
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WHICH TYPE OF ENERGY-EFFICIENT WINDOW
TECHNOLOGIES HAVE YOU SPECIFIED
IN THE PAST 12 MONTHS?

Insulated double-pane with low-e coating 34.9%
Argon/krypton-filled units 20.9%

Insulated frames 11.6%

Tinted windows 11.6%

Units with integral blinds/shades 10.2%

Insulated triple-pane with low-e coating 6.9%
Tintable/switchable glass (i.e. electrochromic glass) 2.3%

BASE: 223; PROFESSIONAL BUILDER 2014 WINDOWS/DOORS SURVEY

Tinted windows and units with integral blinds/shades
moved ahead of triple-pane windows in this year's survey.

exclusiveresearch

WHAT ARE YOUR TOP CONSIDERATIONS
FOR CHOOSING DOOR PRODUCTS?

Reputation of manufacturer/brand 21.6%
Price 19.8%
Energy-efficiency rating 18.9%

Variety of accents (sidelights, transoms,
decorative glass shapes, and glass types) 10.7%

Product offers flexibility to
customize (i.e. glass insert positions) 9.9%

Loyalty/relationship with retailer/distributor 8.3%
Broad selection of colors/textures 5.8%
Wide selection of hardware 3.2%

Other 1.6%

BASE: 223; PROFESSIONAL BUILDER 2014 WINDOWS/DOORS SURVEY

Manufacturer’s reputation matters more for picking doors.
That item ranked No. 6 for top window considerations.

WHICH BEST DESCRIBES THE WAY YOUR WINDOWS ARE SPECIFIED AND CHOSEN FOR MOST OF YOUR PROJECTS?

Other 9.6%

O

BASE: 208; PROFESSIONAL BUILDER 2014 WINDOWS/DOORS SURVEY

Our presold home customers have material and brand chosen, and we install it 2.4%

Our presold home customers come to us with material and brand in mind,
but we still influence the decision 9.6%

Our presold home customers rely on us to make material and brand selections 36.5%
Our presold home customers come to us with specific material choice, but we help choose the brand 14.9%

We build spec homes, so we make all selections 26.9%

Builders, not the buyers, are the primary decision-makers for which brand goes into a new house.

WHICH BEST DESCRIBES THE WAY YOUR DOORS ARE SPECIFIED AND CHOSEN FOR MOST OF YOUR PROJECTS?

Other 8.9%

O
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ASE: 214; PROFESSIONAL BUILDER 2014 WINDOWS/DOORS SURVEY

Our customer has a specific door chosen, and we install it 5.1%
We build spec homes, so we make all selections 29.4%
Our customers come to us with specific brand and style in mind, but we still influence the decision 19.2%

QOur customers select doors from the roster of doors we already offer 37.4%

As with windows, builders are the gatekeepers for door selection.
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Preparmg for

the Main Event &

Practice makes perfect, and simulated selling helps your salespeople show what they know.

By Bob Schultz, Contributing Editor

he World Series, Super Bowl, Winter
Olympics, March Madness, and
the Masters: These are the main
events for athletes, stakeholders,
and fans. Yet from the hundreds
of thousands of people involved in
these sports, only an extremely small percentage ever get to
experience the thrill of competing at the highest level. Those
who do are the most talented and highly trained whose skills
have been constantly tested and evaluated against the highest
standards. No one is there simply because they love the sport.

In new-home sales, the main event occurs every single
time a sales representative interacts with a customer. The
stakes are high, and costly. Conversion ratios are the score-
cards, and customers are the judges, referees, and scoring
officials. There are no mulligans or timeouts here. Preparing
salespeople to be capable and ready to perform always at the
highest level of effectiveness for each main event is the col-
lective and joint responsibility of everyone who spends com-
pany resources on marketing. It is the supreme obligation of
everyone in a position of sales management.

As with coaches who direct athletes in the pursuit of cham-
pionships, here are a few essential tips for sales managers:

1. Have the right players.

2. Create a system to educate through curriculum, train
with a purpose, coach with a passion, and evaluate with
accountability.

3. Implement consistently, congruently, and constantly, and
then do it all over again.

Following the wisdom of the English philosopher Herbert
Spencer, who said nearly 100 years ago, “The great aim of
education is not knowledge, but action,” here are two specific
activities that should form the foundation for any new-home
sales training program.

Simulated selling
Formerly known as role playing, most people don't like simu-
lated selling, which is exactly why they must do it. By doing so,
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they are demonstrating conscious competence. In other words
when they can show it, they are showing that they know it.
Practice makes salespeople better just as a flight simulator
does for fighter pilots, controlled scrimmage for football play-
ers, and the driving range for golfers.

Two more rules:

1. Never ask a salesperson to role play (simulate) a scenario
that you have not taught them already and given them
the opportunity to learn and practice.

2. When performing simulated selling exercises, if it is not
performed correctly, stop, critique, correct, and coach.

“Please don’t make me role play, it makes me nervous,” is a

common and universal response to the concept of role play-
ing, typically followed by, “but you ought to see me with a
customer; wow, am I good.” Don't take them at their word.
Instead, hone their skills through role playing.

See-me-with-the-customer evaluations

The performance of athletes in games and competitions is
video recorded so they can learn from it. Similarly, the proper
use and implementation of video shopping the sales process is
the shortest road to developing a highly successful new-home
sales team. The results clearly show the appearance or ab-
sence of unconscious competence. Two common objections I
frequently hear from builders and sales managers about shop-
ping is cost, and I have heard salespeople say they don't like
it or need it. But after spending hundreds of thousands, if not
millions of dollars on land, models, decorating, advertising, and
other marketing costs, the investment in shopping becomes to-
tally insignificant and will provide high dividends by capturing
sales that are now being missed, while marketing dollars are
simultaneously being wasted. As for the “I don't need it” denial,
for professional new-home salespeople, these videos are the
most important movies they will ever watch. I strongly recom-
mend three mystery video shops per year, per salesperson. This
frequency is a minimum level of acceptable evaluation. Take
heed of the words of General Norman Schwarzkopf, who said,
“When placed in command, take charge”




Real-world, real-time relevance

Christie Redner, director of sales, Schaeffer Family Homes,
West Berlin, N.J, is a practitioner of these strategies and tac-
tics. Redner says the following:

‘I have learned through results that consistent involvement
with simulated selling exercises and shops with high account-
ability are critical to the success of my sales team. We take
training, accountability, and evaluation very seriously, and
[ train everyone personally. Every time I do it, I get better.
Training all new hires immediately has become part of our
culture. Among other things, simulated selling presentations
are a constant. We have classroom for a full day, then we do
role playing and learning in the field or during a model home
demonstration. From that point on, the new hires are sent off
to learn, memorize, and show that they are progressing within
the timeline we've established. I set up one-on-one or small
group training in the sales offices to role play the scripts. The
most important thing with this is to stop a salesperson im-
mediately if they are not properly presenting. They use their
phone to record themselves practicing, then evaluate, correct,
and improve. As Bob says, ‘Competence leads to confidence!
Once they know what they are talking about and learn the
correct way to ask appropriate questions and more, they now
are free to be themselves.

After the salesperson has had a couple of weeks to become
comfortable in simulated selling situations, we sit down for
the first coaching session of preparing for the main event,
which we call the see-me-with-the-customer evaluation. The
score sheet is reviewed and the purpose of the mystery shop
is explained and discussed. When someone knows that they
are going to be shopped, they will do everythingin their pow-
er to be at their best, which is a display of conscious compe-
tence. I give them that push to learn it now rather than later
by sending out the shoppers as soon as [ feel they are ready.
I don’t wait too long for fear that they will start learning the
wrong way, and changing a bad habit is harder than learn-
ing the right way from the beginning. If they know shoppers
are out, I promise you that every single prospect that walks
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through the door during that time period experiences the
best my salesperson can do at that time. After the mystery
shop is complete, they watch the video on their own without
scoring. Then they watch it again and score, and once more
again for good measure, just to listen to it.

As Bob suggests, the difference between the first shop and
the second shop is what matters. One of our most significant
training successes proves this. We recruited a salesperson
from retail, with no new-home or real-estate sales expe-
rience. After she completed phase one of our training pro-
gram, her process was evaluated by a first shop. Expectedly,
the score was just okay. Then we moved into phase two. As
planned, after a short time, she was ready for her new and
improved evaluation process. Her second see-me-with-the
customer evaluation was amazing. Bob said it was one of
the very best he had seen in many years. Within their first
week, this video is now required viewing for every new hire
because it forms the basis for understanding my training ob-
jectives. As a manager, trainer, and coach, I evaluate myself
on how well my sales team does with their simulated sell-
ing exercises, and ultimately on these shops. When they suc-
ceed, I succeed. If you have highly coachable, open-minded
salespeople, and train and evaluate them appropriately, they
will reach high levels of unconscious competence. That is the
end goal that I have in mind.”

For more information about video shopping as a training
tool, contact Info@newhomespecialist.com and mention
“Professional Builder-Video Shops™ in the subject line. Christie
Redner can be contacted at christie@schaefferhomes.com.

Bob Schultz is president and CEO of Bob Schultz & The New Home
Sales Specialists, a management consulting and sales firm based in
Boca Raton, Fla. Schultz is the author of two best-selling books, “The
Official Handbook for New Home Salespeople” and “Smart Selling
Techniques.” He can be reached at bob@newhomespecialist.com.
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JUNE 9-11, 2014 | THE ISLAND HOTEL — NEWPORT BEACH, ORANGE COUNTY, CA

TAKE THE NEXT STEP,
JOIN YOUR INDUSTRY'S
FELLOW YOUNG LEADERS.

Take a short retreat from the daily grind to attend the Professional
Builder Under 40 Executive Summit and return home invigorated with
new ideas for your business.

The Professional Builder Under 40 Executive Summit will offer
attendees new ways to approach the business of building, along
with networking opportunities and tours of model homes in new
communities across the Southern California region.

Who should attend?

e Purchasing managers
e Construction managers
e Design leaders

e Building firm owners
e Presidents and CEOs
e Sales managers

e Marketing directors

lake away dozens of action-ready business ideas and a smart phone
filled with contact information on like-minded Summit colleagues.

Register now at www.probuilder.com/PBU40.

Sponsorship opportunities. Limited to six. Contact Tony
Mancini at 610.688.5553; tmancini@sgcmail.com.

KEYNOTE SPEECH:

Look at More: A Proven
Approach to Innovation,
Growth and Change

Andy Stefanovich, Prophet Inc., Author

Andy Stefanovich is the
founder of Opus Event
Marketing, acquired by the
consulting firm Prophet,
where he is now a senior
partner. Prophet is a creative
marketing firm focused on product development,
branding and positioning and works with
companies such as Colgate-Palmolive, American
Express, Disney and the U.S. Qlympic Committee.

BUILDER KEYNOTE:

H. Lawrence Webb, CEO,
The New Home Company

H. Lawrence Webb

serves as Chief Executive
Officer for The New Home
Company. As founder, Larry
leads the company’s overall
vision, strategic planning
and policymaking. Between 1995 and 2008, he
was CEO of John Laing Homes, where he was
instrumental in growing it from a small, two-
market company to the second-largest private
homebuilder in the U.S.
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~ building
customer
- confidence

\ Maintaining customer confidence creates

b

a strong foundation for referral sales.

By Charlie Scott, Contributing Editor

ustomer-centric home builders
know that constructing a high-
quality house is not enough in
today's competitive industry.
These home builders realize that
increasing referral sales rates re-
quires high-quality customer re-
lationships, too. The key is to develop a strategic plan
designed to nurture the type of relationship that will
maintain customer confidence throughout the long
and arduous home building process.

Fostering customer confidence, just like build-
ing homes, does not happen without such a plan.
Most customers begin the process full of confi-
dence. On average, customers shop for nine or
more months, compare dozens of homes, and pe-
ruse those home builders’ websites more than 10
times apiece. When they become confident that a
particular home builder’s location, product, and
price fit their needs, they purchase the home.

From the outset, salespeople who know the val-
ue of customer confidence view their role as cus-
tomer shepherds, in that they guide the customer
through the early stages of pre-construction. These
salespeople know their top four priorities are to: 1)
clearly define the floor plan and specifications, 2)
demonstrate the features of the home site, 3) out-
line what happens next, and 4) instill confidence in
the team and company. Eventually, the salesperson
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will pass the customer along to the design or con-
struction phase, but the transition can be tricky. In
order to avoid the customer experiencing a feeling
of being handed off or abandoned, the salesperson
should build confidence in the transition by selling
the competency of their succeeding teammate(s).
In other words, the salesperson is, from the start,
creating layers of confidence.

And so it goes, as each team member transitions
the customer through the selling, selection, mort-
gage, construction, and warranty phases. Each
professionally handled transition lays another
block on the customer’s confidence foundation.

If layering these blocks is the foundation of cus-
tomer confidence, then communication is the mor-
tar that binds the blocks together. Without mortar,
block foundations collapse with the first shake, and
so too will a customer’s confidence without com-
munication. Home building companies that pro-
actively communicate what the customer will ex-
perience next, set expectations, and quickly share
both good and bad news score significantly higher
in overall communications and confidence than
builders that only communicate in reactive mode
(i.e., waiting for customer questions). And cus-
tomers who remain confident enjoy their experi-
ence more and trust their home building company
enough to refer family and friends. While the pre-
cise statistical benefits are difficult to peg, our data
suggests that home builders that focus on building
high-quality homes, customer relationships, and
maintaining customer confidence achieve 200-to-
300 percent more in referral sales.

While constructing a high-quality home is every
builder’s goal, adding a strategy to maintain cus-
tomer confidence may be just the ticket to improve
referral sales rates from the industry average of
15 percent to industry top-performer levels of 40-
to-50 percent. Clearly, a part of the overall strategy
should be to get impartial quantitative and qualita-
tive feedback from your customers as to where their
confidence grew and where they lost confidence.
Identifying and fixing any customer-confidence
slippage will put a company well on its way to high-
er customer confidence and future referral sales.

Customer confidence is not an accident. It arrives
with all new customers, but must be nurtured.
Home builders that understand and enhance it will
be handsomely rewarded, both professionally and
financially. PB
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top 5 areas of customer
confidence gain

1.

Clearly describing the home's included
versus optional features

Teaching the customer what happens
next and guiding the customer through
a friendly and predictable process
Executing a strategy to maintain
customer confidence throughout

the many stressful transitions that
occur (e.g., design studio, mortgage,
construction, closing, and warranty)
Delivering a clean and complete
home; if any open items remain at the
time of occupancy, resolve those items
immediately

Smoothly transitioning the customer
into the warranty phase with a
completed home and education about
the warranty process

top 5 areas of customer
confidence loss

1.

Periods of more than seven days
without a proactive outreach or update
from the home building team

Reactive communications, i.e., waiting
for customer questions

Handing off the customer without a
personal introduction and confidence-
boosting strategy

Delivering anything less than a clean
and complete home

Not staying in touch with the customer
post occupancy



Monolith Floor-Mount Toilet B GEBERIT

Think Tank

The Monolith tank is here,
hidden in a streamlined,
glass housing. s There is no unsightly gap
— behind Monolith because it
"hugs” the wall.

The Monolith tank is the most
advanced in the world -

ezl R \ There is no awkward chain or
IO I (e flapper in the Monolith tank -
just our advanced, Geberit
dual-flush valve.

Every Monolith bowl is an
elongated, ADA bowl that fits
in the same space you use
for a traditional toilet. Monolith, from Geberit,
the company that created
the concealed toilet tank
years

concealed 90 years ago.
toilet tank
Monolith fits the same

rough-in as any standard toilet.

Monolith is the perfect replacement toilet
for your next bathroom remodel.

The Geberit Monolith takes a traditional toilet and raises it to the next level — delivering
performance and beauty to your clients. Just review the benefits listed above, and you'll
see why offering your clients a Geberit Monolith on your next bathroom remodeling project

makes so much sense. Geberit brings Monolith to you, the remodeler —a product that is Z:::fr::grﬁx::so:z
innovative, durable, and eco-efficient. Remodeling a bathroom? Think Tank: Think Geberit built into the sleek
Monolith. Find out more now at your favorite bath showroom or visit >geberit.us. housing.
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No one listens anymore.

Somewhere there’s trash filled up to the rim.
Because your daughter doesn't listen to you.

Shoes torn to shreds.
Because your dog doesn't listen to you.

The front door left unlocked.
Because no one listens to you.

Wouldn't it be nice if someone heard you?
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Honeywell

The Wi-Fi Thermostat That
Listens. Learns. Saves.

wifithermostat.com/voice



[HOUSING FINANCE AND TAX REFORM]

GETTING BEYOND
THE IMPASSE Sl

..
i

CAN A DYSFUNCTIONAL CONGRESS
AND A BELEAGUERED WHITE |
HOUSE FINALLY AGREE ON TAX AND
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(HINT: PROBABLY NOT THIS YEAR)
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By John Caulfield

he US. Senate recently rubber-stamped
a flood insurance bill the U.S. House of
Representatives passed overwhelmingly
in March. The bill caps annual premi-
ums under the National Flood Insurance
Program—which had been rising by 40
percent or more in some markets—at 18
percent per individual policy. This legisla-
tion, for which builder and Realtor groups
lobbied hard, proves that under the right circumstances and
pressure, Congress will work together to make things happen.
“Congress acts when constituencies’ pocketbooks are burning
red,” says Joe Ventrone, vice president of regulatory affairs and
real estate services for the National Association of Realtors.

But Washington watchers wonder whether the flood insur-
ance agreement was an anomaly, given the enmity between
the country’s two political parties. And if that’s the case, what
will it take for elected officials to allay their hostilities long
enough to reach common ground on three big issues con-
fronting the housing market today:

e Reforming what the Bipartisan Policy Center calls an
“outdated” system for financing home purchases and se-
curitizing mortgages;

¢ Striking the right regulatory balance to protect homebuy-
ers without unduly limiting their access to credit; and

e Simplifying the tax code, which could mean sacrificing
incentives that promote homeownership at the altar of
debt reduction.

With Congress at war internally and with the White House,
compromise would appear to be wishful thinking. And the
clock is ticking, with midyear elections in November and the
start of the next presidential campaign season just around
the corner. The prospect of Republicans controlling both
houses of Congress would fundamentally change what “re-
form” means and which bills could pass muster.

Lobbyists and economists aren’t optimistic about any sub-
stantive reform bills emerging from Congress in 2014 or even
next year. “These are heavy, multiyear lifts as a matter of course,
and the political environment has made any major activity
more difficult,” says Bill Killmer, senior vice president of legisla-
tive and political affairs for the Mortgage Bankers Association.

Still, Killmer and other industry veterans—having seen this
movie before—counsel patience. They note that any major
legislation inevitably goes through interminable rounds of
Congressional pummeling before enough lawmakers cry un-
cle. And each proposal becomes a building block for the final
version. “Progress is relative, and is ultimately measured by
bills that reach the president’s desk for signature,” says Jim

www.ProBuilder.com Professional Builder 29



30

[HOUSING FINANCE AND TAX REFORM]

Professional Builder April 2014

Tobin, NAHB’s senior vice president of government affairs.

Of course, the signing of any bill into law is only the start-
ing point for a rollout process that could take years to com-
plete. “It’s a long intellectual road and, in most cases, a dead
end,” says Mark Zandi, chief economist for Moody’s Analytics,
about crafting and passing big laws. “But you keep going down
that road. You can’t get a deal until you do the hard work,
and these are complex issues—it's our entire economy—so
you want to get it right. The debates about these issues are
the beauty of our system.”

In the following pages, Professional Builder takes an in-depth
look the current state of housing finance reform, tax reform,
and mortgage borrower protections, with an eye toward deter-
mining which is nearest to actuality, which is languishing, and
what it all means to builders and their customers.

Q HOUSING FINANCE REFORM

First, let’s ask: What’s the rush?

Fannie Mae and Freddie Mac have paid back nearly all of the
$187.5 billion that the Treasury Department injected to prop
them up during the last recession. These government-sponsored
enterprises (GSEs) are profitable again—sort of. So why not just
fix the existing system, which is after all supporting nearly two-
thirds of single-family and rental-market mortgages?

That kind of magical thinking, coupled with the general pa-
ralysis in Washington, may have been what drove Alex Pollock
of the American Enterprise Institute to declare in 2014, “The
fate of Fannie and Freddie will continue to be debated, but
fundamental structuring will once again not be achieved.”

“There’s no urgency” to reform the GSEs, says Richard
Green, director of the USC Lusk Center for Real Estate, who
doesn’t expect Congress to pass any bill until 2016.

But there’s no appetite among lawmakers or the White
House for maintaining the status quo, either. “Fannie and
Freddie have become toxic, politically,” says longtime hous-
ing industry veteran Nicolas Retsinas, who currently lectures
at Harvard. Michael Stegman, Counselor to the Treasury
Secretary, concurs. In comments he made at a JPMorgan con-
ference in March, Stegman acknowledged that conservator-
ship was “not good for the housing market,” and that the lack
of GSE reform is an “impediment to growing a vibrant non-
agency private-label securitization market.”

So the winding down of the GSEs proceeds, as does the shift-
ing of mortgage-related risk away from taxpayers and toward
private capital. At issue, then, is what—if any—future role the
federal government will play in the secondary market.

“What has emerged in the last few years is a consensus



among many constituencies about what reform ought to look
like,” says Eric Belsky, managing director of the Joint Center
for Housing Studies. He points specifically to the Bipartisan
Policy Center’s February 2013 white paper on housing’s fu-
ture, which recommended replacing Fannie and Freddie with
a Public Guarantor that would provide a catastrophic govern-
ment guarantee for investors of mortgage-backed securities,
similar to the Ginnie Mae model.

“What we did was to start the debate,” says Ed Brady, presi-
dent of Brady Homes in Bloomington, Il1., who was part of BPC’s
housing commission. Groups representing builders, Realtors,
and banks continue to push for an explicit federal backstop of
investment, which they say is essential to preserving popular
lending instruments like the 30-year fixed-rate mortgage, and
to attracting private capital into the system.

Killmer believes Congress is closer to GSE reform “than
we've ever been,” and what's likely to come out of the Senate
would “lay the groundwork for legislation.” Clifford Rossi, a
professor at the University of Maryland’s business school, pre-
dicted in American Banker magazine in February that “mean-
ingful [GSE] reform is finally within reach.”

But don'’t go planning any victory parties just yet. Any reform
measure that Congress sends to President
Obama would need to reconcile at least four
different bills and proposals already on the
table. “The legislation that will pass has not

been written yet,” Brady says.
Jeb Those proposals include:
Hensarling  The Protecting American Tax-
(R-Texas) payers and Homeowners (PATH)

Act, which the House Financial

Services Committee passed last
year. PATH's cold-turkey approach would remove the federal
government from the housing finance sector entirely within
five years. The committee’s chairman, Jeb Hensarling (R-Texas),
frames this bill as giving consumers more choices.

Left to right:
John Delaney
(D-Md.), John
Carney (D-Del.),
and Jim Himes
(D-Conn.)

In January, three congressmen—John Delaney (D-Md.), John
Carney (D-Del)), and Jim Himes (D-Conn.)—proposed wind-
ing down Fannie and Freddie in five years and selling them.
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Their proposal would maintain a government guarantee by
restructuring Ginnie Mae, which currently focuses on provid-
ing affordable housing to low- and moderate-income fami-
lies through a guarantee for mortgage lenders. Private capital
would assume the first 5-percent loss on credit risk, and pri-
vate insurers could share reinsurance risk with Ginnie, with
the insurers assuming a minimum of 10 percent.

Left to right:
Bob Corker (R-Tenn.)
and Mark Warner (D-Va.)

Sens. Bob Corker (R-Tenn.) and Mark Warner (D-Va.) last June
introduced the Housing Finance Reform Taxpayer Protection
Act, with 10 co-sponsors. Their proposal would wind down
the GSEs and their conservator, the Federal Housing Finance
Agency (FHFA), in five years and transfer their functions to
a newly created Federal Mortgage Insurance Corporation
(FMIC), modeled on the FDIC and paid for by consumers
through a charge on their mortgages. The corporation would
provide catastrophic reinsurance after private-capital losses
on credit risk exceeded 10 percent.

Zandi of Moody's Analytics recently calculated that Corker-
Warner would add about $50 to a homeowner’s monthly
mortgage payment, versus $117 if PATH became law.

Left to right:
Tim Johnson (D-S.D.)
and Mike Crapo (R-Idaho)

On March 11, the Senate Budget Committee’s co-chairs, Tim
Johnson (D-S.D.) and Mike Crapo (R-Idaho), released their own
GSE reform package, which mostly mimics Corker-Warner.
The agreement—which the White House helped craft—would
eliminate Fannie and Freddie and replace them with a gov-
ernment insurer that would step in after private capital lost
10 percent of the loan. Borrowers would be required to put
down at least 5 percent. To assuage community banks, the
measure would set up a cooperative jointly owned by small
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lenders. That co-op would provide a cash bridge for eligible
loans while lenders retain servicing rights.

On the day the Committee released its blueprint, common
shares of Fannie and Freddie suffered huge price drops.

Kevin Kelly, NAHB’s chairman, commended Johnson and
Crapo for reaching a bipartisan agreement that would retain
a government backstop to ensure 30-year mortgages and
keep credit accessible and affordable. “We urge the Senate to
move quickly so that housing finance reform legislation can
be enacted into law before the midterm elections.”

“There’s a lot riding on Johnson-Crapo,” agrees NAR’s Ventrone,
in terms of its authors’ credibility to marshal enough commit-
tee votes to pass a bill that Senate Majority Leader Harry Reid
would put before the full Senate for a vote and, in turn, pressure
the House to come up with a compromise bill. “At least it would
be a starting point for the next round in 2015,” says Barry Zigas,
director of the Consumer Federation of America.

But these “signs of life” in the Senate “are still a long way
from actual legislation,” Retsinas cautions. Meanwhile, the
“here and now,” says Belsky of the Joint Center, is FHFA—which
will continue to regulate the GSEs and mitigate taxpayer losses
until Congress and the White House decide otherwise.

Observers say there has been a clear change in tone at the
agency since the January appointment of former congressman
Mel Watt as its director. Pollock of the American Enterprise
Institute dismisses Watt as a “cheerleader” for Fannie and
Freddie. But others laud his evenhandedness in hiring new staff,
as well as the agency’s willingness to meet with industry groups
to hear their concerns about matters such as tight credit.

Watt, through a spokesperson, declined to be interviewed,
and his agency hasn’t been too chatty about its plans. But
Belsky thinks that builders anxious about GSE reform would
be best served by following what FHFA does next.

9 CONSUMER PROTECTION

Sometime soon, perhaps by late spring, six government
agencies working with the Treasury Department are expected
to unveil the final definition for what constitutes a Qualified
Residential Mortgage (QRM). Following those standards will pro-
vide lenders with liability protections and risk-retention waivers,
and presumably remove the uncertainty that so many builders
and lenders insist is restricting credit for qualified borrowers.

Experts expect that QRM standards will equal the Qualified
Mortgage (QM) rules that went into effect on January 10. Lenders
that don’t meet QRM’s standards would have to keep a 5 per-
cent stake in loans. To be exempt from those risk-retention
provisions, lenders are responsible for determining the credit-
worthiness of borrowers based on their ability to repay the loan.
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The primary metric is a borrower's debt-to-income ratio, which
shouldn’t exceed 43 percent. Lenders also can take other factors,
such as credit scores and assets, under consideration and still
underwrite a mortgage to QRM’s rules.

The Consumer Financial Protection Bureau (CFPB), which
devised QM, made a major concession to industry pressure
last summer when it removed the 20-percent down-payment
mandate. The Coalition for Sensible Housing Policy applauded
the move and synchronization in general, as “preserv[ing] a
role for prudently underwritten loans as part of the new rule”
The Washington Post, on the other hand, chastised the Bureau
for “capitulating” to bankers. And Georgetown University Law
School professor Adam Levitin thinks the alignment of QM and
QRM is a mistake. “Skin in the game is meant to be a systemic
stability regulation, but it has instead been pegged to a con-
sumer protection regulation,” he told Inside Mortgage Finance.

CFPB director Richard Cordray, through a spokesperson,
declined to be interviewed. But in comments he made in
January at a Realtors’ conference, he emphasized that the
agency’s ultimate goal is “a world in which mortgage trans-
actions can be expected to turn out successfully for both
borrowers and lenders.”

Since it launched in 2010, the Bureau has been something
of a lightning rod for conservatives and bankers who opposed
its formation and expanding authority. In February, the House
passed the Consumer Financial Freedom and Washington
Accountability Act, which would replace Cordray with a five-
person board appointed by the president and confirmed by
the Senate. The proposal would make the Bureau, which cur-
rently is under the Federal Reserve, a stand-alone entity sub-
ject to the Congressional appropriations process and prohibit
consumer data collection without individuals’ permission.

The Bureau’s supporters see this bill as a transparent at-
tempt to defang the CFPB. Its passage “would harm consum-
ers and empower the worst elements of the financial indus-
try,” warns Americans for Financial Reform.

Many of the sources contacted for this article generally give
the Bureau’s performance high marks. Zigas of the Consumer
Federation of America thinks the Bureau is doing “a terrific
job.” And Tobin of NAHB says he’s been surprised at how bal-
anced the new rules have been, although he’s still waiting to
see how the banks implement them. “You need to be care-
ful that the regulatory pendulum doesn’t swing too far where
banks are afraid to lend”

The conventional wisdom within the housing and mortgage
quarters is that the new rules are depriving some creditwor-
thy borrowers from getting a mortgage. These skeptics point
to first-time buyers and renters who have a hard time hitting
the debt-to-income thresholds. Self-employed borrowers have
trouble meeting income-document standards. And what about
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borrowers working on commissions or bonuses who might pre-
fer interest-only loans that don't fall within QM'’s parameters?
“The bottom line is one size does not fit all,” Brady says.
Other observers, though, are less fearful of this new regula-
tory regime. “We will probably know in the next few months if
QM is going to let grass grow in the street; my guess is it won't,”
says NAR's Ventrone about whether QM will impede mortgage
lending. In fact, the new rules have yet to stymie most borrow-
ers’ access to credit, including jumbo loans, reports the Wall
Street Journal. But the Bureau, no doubt, is keeping close watch
on the sudden re-emergence of subprime mortgages, which
Bloomberg News reports are slowly making a comeback.

&9 TAX REFORM

Housing and mortgage officials couldn’t be more blunt in
their assessment of the prospects for major tax reform in the
next few years.

“It’s off the table,” Ventrone says. “The Senate is not a willing
partner, and neither is the White House,” Tobin says. “That’s a
tougher one,” says Brady, the home builder. And “maybe that'’s
a bridge too far,” Belsky says.

But Belsky and others note that, absent tweaking the tax
code, many of the nearly 50 tax extenders that expired on
December 31 could be in jeopardy, some of which directly im-
pact construction and community development.

Sen. Ron Wyden (D-Ore.), who chairs the Senate Finance
Committee, told Reuters on March 4 that his committee
would start work in April on restoring “a small package of
tax breaks,” of which he did not specify. But Wyden, who has
championed comprehensive tax reform in the past, conceded
it would be nearly impossible to cobble together a major bill
this year with elections coming up.

Wyden made those comments on the day the Obama
Administration released its budget for fiscal year 2015, which
begins on October 1. That budget isn't likely to influence
Congress much, mainly because it calls for new revenues from
taxes that Republicans adamantly oppose. But it does establish
President Obama’s agenda and how he intends to pay for it.

The president projects $3.9 trillion in spending and $3.3 tril-
lion in revenue, with a $478 billion deficit. The 2015 budget
includes $56 billion in additional discretionary spending for
such things as manufacturing institutes, energy efficiency,
job training, and early childhood education. His budget also
would expand the earned-income tax credit.

To pay for this spending, Obama snips here and there—but
no major surgery. He would cap tax-deferred savings on retire-
ment accounts for higher-income Americans, who would also
pay more for Medicare benefits. He would curb some subsidies
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and raise some user fees. New rules would take aim at prevent-
ing corporations from moving profits overseas to dodge taxes.

More intriguing than the White House’s budget propos-
al was the sweeping tax reform plan that House Ways and
Means chairman Dave Camp (R-Mich.) released out of the
blue in February.

Camp had spent years working on this with his counter-
part in the Senate Max Baucus (D-Mont.) When Baucus left
Congress in February to become Ambassador to China, Camp
lost an ally who might have helped drum up bipartisan sup-
port in both chambers.

Some observers see this proposal as Camp’s last hurrah be-
fore he relinquishes his chairmanship this year due to term
limits. Others, though, credit Camp with making a good faith
effort to offer something substantive that might appeal to
both sides of the aisle. “I think the Camp bill is really good,
and I'm a Democrat,” says Green of the Lusk Center. “It re-
stores the balance between wages and capital. It's a terrific
first step, and I'm not talking about the first of 30 steps.”

Martin Sullivan, a Forbes contributor, was even more effu-
sive in his praise of Camp’s “discussion draft,” as it’s called,
which he says “has changed the tax policy landscape like no
other single document in the last three decades.”

Camp’s 978-page opus, which he and his staff worked on
for three years, would reduce the number of income brackets
to three from seven. The bill increases the standard deduc-
tion to where 95 percent of taxpayers might no longer need
to itemize; however, the personal exemption would be history.
Households reporting more than $450,000 in income would
pay a 10-percent surcharge. The Earned Income Tax Credit
would be converted to an exemption of up to $4,000 per in-
dividual on Social Security and Medicare payroll taxes. And
capital gains would be taxed as regular income, although 40
percent of those gains could be excluded for tax purposes.
The bill is designed to push more savings into Roth IRAs.

Camp got builders’ attention because his bill would cut in
half—to $500,000—the mortgage debt on which homeowners
could deduct interest. Banks would face new taxes on lending.
And the bill re-engineers the low-income tax credit to throw
off more revenue and to encourage investment in low-income
housing, which in all likelihood would be rental properties.

Camp’s bill has no chance of passing; his own party’s leader-
ship mocked it the minute its details went public. But Killmer
of the Mortgage Bankers Association has seen evidence in the
past of a divided Congress being a “recipe” for tax reform. “Tax
reform is going to be ugly,” he says, but the Camp bill could
become a catalyst “from which momentum flows.” And in the
short run, suggests NAHB’s Tobin, Congress might see merit
in that part of Camp’s proposal that lowers the corporate tax
rate to 25 percent. PB



[T LT .

Ultimate Sliding Fr 7 (17 rated), Pine Interior,
Ashley Norton Satin Nickel' l:andle sets, R
Ultimate Casement Awping (1Z rated), Pine Interi
Custom windows erented by Marvin Signature Ser

TRUST IS A BEAUTIFUL THING.

ALMOST AS BEAUTIFUL AS OUR WINDOWS.

Our knowledgeable dealers provide personal attention and individual solutions for each of your projects, because we know that every job counts.
This level of service, combined with four generations of product innovation, and high-quality windows and doors,

means peace of mind at every stage in your project. At Marvin, every detail makes a difference.

MARVIN %

Windows and Doors

Built around you:

Experience the Marvin difference at MARVIN.COM

©2014 Marvin Windows and Doors. All rights reserved. ®Registered trademark of Marvin Windows and Doors. 1-800-268-7644
Circle 764



[IMMIGRATION REFORM]|

BU!LDERS PRESS 'Tw\ M ,
FOR IMMIGRATION
| REFORM, SAYING GHAN
| IS ESSENTIAL TO THE‘
FULL RECOVERY OF |
W THE HOUSING - il

INDUSTRY. AND ‘\.‘,
THE ECONOMY i

36 Professional Builder April 2014




ryson Garbett’s split life as a builder and a
philanthropist gives him a unique perspec-
tive on the issue of immigration reform.

In Utah, where his company—Garbett
Homes—closed 350 houses last year, he is
feeling the pinch of a tight labor market.
Plumbers, electricians, and HVAC contrac-

tors are harder to find, he says. “But it’s not just skilled,
it's all kinds of labor—packing foundation forms, hanging
drywall, landscaping,” Garbett says. “In the past, that was
being provided by immigrant labor”

Many of those workers were from Mexico, a country that
Garbett knows well. He is also the founder of Foundation
Escalera, a nonprofit that builds schools in rural Mexican
villages and provides scholarships to young Mexican stu-
dents so they can attend high school. “Mexicans would
rather stay in Mexico and work,” he says. “They don't want
to take the risks involved in crossing the border. They only
come here because they are desperate.”

The situations he sees both at home in Utah and in
Mexico leaves Garbett frustrated with the country’s cur-
rent immigration policies, which he feels are unwork-
able for businesses and immigrants. “They provide an
important part of our economy, especially in construc-
tion,” he says. “But we make it so difficult for them.
Anything would be better than what we have now.”

He’s not the only one who feels this way. After a bruis-
ing recession, builders and their subs are now bracing
for the inevitable moment when the recovering demand
for new homes will outstrip the limited number of con-
struction workers available.

“We're already bumping into the beginning of it,” says
Mike Benshoof, chief operating and financial officer for
Classic Communities in Harrisburg, Pa., and Red Door
Homes, a scattered-site builder in eight states. “It starts
with Tm not interested in driving that far for a job, and
then you get the price increases. We're hearing ‘I'm not
interested in driving that far’ for jobs that a year ago
they would have jumped all over”

Others are already experiencing multiple labor pains.
In the Dallas/Fort Worth metro area, labor issues are
“limiting the number of houses we can build and incon-
veniencing our buyers due to delays. The local economy
is negatively impacted because consumers are experi-
encing costs and prices that are being artificially inflat-
ed,” says Don Dykstra, president of Bloomfield Homes in
Southlake, Texas, which hopes to sell 700 homes in 2014.
Lastly, “suppliers and contractors that have the capacity
to handle additional work are missing out because the
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overall market is constrained by not enough available
workers in critical trades.”

Such shortages are real. In 2007, at the height of the
boom, the construction industry employed nearly 8 million
people, with an estimated 25 percent of them Hispanic.
In early 2014, construction employment is down to fewer
than 6 million, and builders worry that many of their for-
mer workers—both legal and illegal immigrants—will not
be returning to their job sites, leaving them scrambling.

“This is an ongoing issue, because the residential con-
struction workforce and the marketplace of the 1990s
and 2000s definitely benefited from immigrant labor,”
says Doug Bauer, CEO of TRI Pointe Homes in Irvine,
Calif., whose firm expects to close 660 homes this year.
“But the long recession has really deterred workers from
coming back and contractors from growing because
they got whacked so hard last time.”

0 IMMIGRANTS ON THE JOB

Visit any new home under construction, and the con-
nection between the housing industry and the immi-
gration issue becomes immediately obvious. Overall,
an estimated one-fourth of construction workers are
Hispanic; and in some trades, like drywall and concrete,
Hispanics represent more than half the workforce, ac-
cording to The Center for Construction Research and
Training (see chart on page 40).

And the housing boom couldn’t have happened with-
out them. As builders and subcontractors rapidly scaled
up, Hispanic workers occupied roughly 78 percent of the
new construction jobs created between 2000 and 2007,
according to the Center.

However, many of them were working illegally. Precise
numbers are difficult to find given the reality of undoc-
umented immigrant life, but researchers believe there
are an estimated 8 million unauthorized workers in the
United States, which represents 5.2 percent of the U.S.
workforce. Numbers from the Pew Hispanic Center also
suggest that many are Hispanic: People from Mexico and
Latin America add up to 9.1 million of the country’s 11.2
million undocumented immigrants. Within the housing
industry, as many as 22 percent of workers are unauthor-
ized, according to HousingEconomics.com.

But as housing jobs vanished, so did many of these
workers.

They moved, escaping unemployment and anti-im-
migrant sentiment in places like Arizona, Alabama, and
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ILLEGAL IMMIGRANTS IN AMERICA

There are an estimated 11.2 million illegal immigrants in
the United States, where they make up 3.7 percent of
the country’s population. Total: 11.2 million (99 percent*)

Africa and other
countries
400,000

Europe and Canada
500,000 l |
4% 3%

Asia
1.3 million

Mexico
6.5 million

Latin America
2.6 million

*TOTAL MAY NOT ADD UP TO 100% BECAUSE OF ROUNDING.
SOURCE: PEW HISPANIC CENTER (WWW.PEWHISPANIC.ORG)

MISSING PAPERS

There are more than 8 million unauthorized immigrant
workers—or 5.2 percent of the U.S.’s 155-million-
person workforce—in the country, according to the Pew
Hispanic Center. Here are the states with the highest
share of such workers on the job, based on 2010 data.

NI A SHARE OF STATE

STATE IMMIGRANT WORKFORCE
WORKERS*

Nevada 140,000 10%

California 1.85 million 9.7%

Texas 1.1 million 9.0%

New Jersey 400,000 8.6%

Arizona 230,000 7.4%

*ESTIMATED. SOURCE: PEW HISPANIC CENTER (WWW.PEWHISPANIC.ORG)
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elsewhere to chase jobs in the roaring world of oil and gas ex-
ploration in Texas and North Dakota, among others. In places
like Bismarck, N.D,, “It’s hard to get trades,” Benshoof says. “Oil
company trucks will drive up and say, ‘Who wants to make
six figures on an oil rig?’ Workers will literally drop their tools
and walk off the job site”

&9 STALLED REFORM

One solution to builders’ labor woes? Comprehensive, fed-
eral immigration reform, which could support the economy by
improving the size and stability of the construction workforce.

Policy changes at the federal level would also eliminate
the confusing patchwork of state and local laws governing
immigrants in recent years. In Arizona, where undocument-
ed workers represent 7.4 percent of the state’s workforce
(the fifth-highest share in the nation), voters in 2010 passed
a controversial law that requires law enforcement to check
the immigration status of everyone they stop, hold, or arrest;
noncitizens must also have their immigration papers with
them at all times.

Arizona isn't alone in tackling the issue of illegal im-
migrants. Since 2010, more than a dozen other states have
adopted or explored similar laws. “The fact that states and
localities have been trying to take up immigration on their
own proves the point that this is a federal issue that needs
to be addressed in comprehensive ways,” says Catherine
Singley Harvey, manager of the Economic Policy Project at the
National Council of La Raza, a Washington, D.C.-based organi-
zation that advocates for Hispanics’ civil rights.

Last year, a bipartisan group of eight U.S. senators tried to
do just that. Known as the Gang of Eight, they developed a
comprehensive immigration bill that included a number of re-
forms, such as a path to citizenship for undocumented immi-
grants already in the country, a better employment verification
system, and an expanded guest worker program for low-skill
workers such as construction laborers.

But their efforts stalled, thanks to political gridlock in
Washington. “Unfortunately, what this country needs is real
leadership,” says Bauer, who is exasperated by the lack of ac-
tion on both immigration and budget reform.

Unfortunately, builders such as Bauer will probably remain
frustrated for months to come.

While NAHB chief lobbyist Jim Tobin says he has seen “move-
ment” on the issue of immigration reform in the U.S. House
of Representatives, he doesn’t anticipate any votable bill to
emerge until 2015 or even 2016, when the next presidential
election is held. “But this issue is not going away either,” he
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[IMMIGRATION REFORM]|

HISPANICS IN CONSTRUCTION

As housing boomed, so did the number of
Hispanics on the job. According to The Center for
Construction Research and Training, 78 percent
of new construction jobs created between 2000
and 2007 went to Hispanic workers.

PERCENTAGE OF

YEAR CONSTRUCTION WORKFORCE
THAT IS HISPANIC

2000 15%

2005 23%

2007* 25%

2010 24%

*HISTORIC PEAK OF NUMBER OF HISPANICS WORKING IN CONSTRUCTION. SOURCE: THE CENTER
FOR CONSTRUCTION RESEARCH AND TRAINING (WWW.CPWR.ORG)

TOP 10 CONSTRUCTION JOBS
FOR HISPANIC WORKERS

Many trades have large numbers of Hispanic
workers on the job.

PERCENTAGE* OF WORKFORCE

REz THAT IS HISPANIC
Drywall 56%
Concrete 55%
Helper 48%
Roofer 47%
Laborer 45%
Carpet and tile 43%
Painter 42%
Brickmason 36%
Welder 26%
Carpenter 24%

*AVERAGE BASED ON 2008-2010 DATA. SOURCE: THE CENTER FOR CONSTRUCTION RESEARCH AND
TRAINING (WWW.CPWR.COM)
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housing policy

says. “Labor shortages are becoming more widespread across
the country, and the construction industry needs to be able to
tap into this employment market.”

&9 BE OUR GUEST?

In the absence of full-fledged immigration reform, many
builders are willing to settle for a guest worker program,
which would provide a more steady, legal, and affordable
source of labor.

“A guest worker program would be a great benefit to the
industry because it would get people back into the trades
and allow them to learn and be compensated for it,” says
TRI Pointe’s Bauer. “I think it would improve both quality and
quantity because you'll be able to find good workers with the
ability to be trained.”

The catch though, at least for builders, would be the num-
ber of workers allowed. Under the bipartisan immigration re-
form proposal introduced in 2013, the construction industry
would have been granted 6,600 guest worker visas in the first
year and up to 15,000 visas in later years.

Andy Warren, president of Maracay Homes in Phoenix, crit-
icized those figures as unworkable in a newspaper interview
in November 2013. “Fifteen-thousand guest workers for the
nation’s growing construction industry is ridiculous,” Warren
told The Arizona Republic. “That’s not enough workers to han-
dle the building needs for one state, let alone a country”

The NAHB agrees, advocating for a “market-based visa sys-
tem” that would be more responsive to the housing market
and builders’ labor needs.

Not everyone is convinced. According to La Raza's Harvey,
guest worker programs can be problematic because they cre-
ate a group of “second-class citizens who are denied the rights
of other workers.” To avoid that scenario, Harvey says such pro-
grams must include safeguards which protect visa holders from
exploitation. “Temporary workers need to have the same rights
as other workers, the opportunity to earn citizenship, and the
visas need to be portable from employer to employer so that
the visa does not tie a worker to an abusive employer,” she says.

Some builders have reservations, too. “It would really de-
pend on what the legislation looks like,” Benshoof says. “With
every well-intentioned change—even if it is perfect reform—
there are always unintended consequences.”

Others believe that's a risk worth taking. “Immigration in the
past is something that the United States has done better than
anybody,” Garbett says. “Building a wall [to prevent illegal im-
migrants from crossing the border] and thinking that will solve
our problems? That'’s crazy. What a waste of money.” PB
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Homebuyers not only value outdoor
living space, they have come to expect
it. These outdoor environments run

the gamut from modest to lavish.

The Classm\riﬁdaﬂanch-
ilder in Orinda, Calif., -

rates the al fresco lifestyle

@ not one but several outdoor
N - spaces, including the fire a
'““—m'the foreground Eower-lev
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By Susan Bady, Senior Contributing Editor

t used to be that unless they were building luxury homes,
production home builders typically didn't do much with
the outdoor space. There might be a patio here and a deck
there and some landscaping in the front yard. Now, even in
moderately priced homes, builders are integrating formerly
underutilized outdoor space into the rest of the floor plan.
“They're integrated into the footprint of the house,
which affords them a bit of privacy, and they're covered
for protection from the elements,” says Jerry Gloss, princi-
pal of KGA Studio Architects, Louisville, Colo. “You can’t do
decks anymore that are supported by 4-by-4 posts and look
like they're glued to the back of the house.” Gloss says every
design produced by his office includes an outdoor space.

In addition to landscaping, hardscaping, and water fea-
tures, outdoor spaces can be dressed up with everything from
fire pits and barbecue grills to full kitchens, flat-screen TVs,
and fireplaces. Don Gwiz, principal of landscape design/build
firm Lewis Aquatech, Chantilly, Va., says his affluent clients
are showing a lot of interest in pizza ovens and smokers.

The extent to which outdoor spaces are accessorized obvi-
ously depends on the price of the house. The point is that
such spaces can’t look as if they were tacked on. And because
the outdoor environment is the first impression visitors get,
“We have to take that element and make it as creative and el-
egant, architecturally, as the home,” Gwiz says. About 80 per-
cent of Lewis Aquatech’s business is in the Washington, D.C.,
area and involves high-end custom homes. The company acts
as the landscape architect and space planner for each project
and is either the builder or construction manager.

Epic Development focuses on infill sites in established
neighborhoods near Atlanta. “We build a number of homes
that are $1 million plus,” says Jim LaVallee, one of the princi-
pals. “Those get a lot more attention to the outdoor space. But
for $300,000-t0-$400,000 houses, we'll do screened porches
and patios and landscaping. The spaces may be smaller and
incorporate fewer materials, but it’s still a nice design.”

A landscape architect designs the outdoor plan based on
parameters provided by Epic. After the first or second round
of design changes, the landscape contractor helps the rest of
the team brainstorm plant selections. “Then we get the ma-
sons involved with hardscaping,” LaVallee says.

BUDGETS AND DREAMS: A DELICATE BALANCE
Gwiz says the challenge with Lewis Aquatech’s projects has
less to do with site constraints than it does with budgets. “The
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[OUTDOOR LIVING]

Small spaces can have
a lot of impact. This
Atlanta home has a

covered sitting area with
a flagstone floor and
curtains that can be drawn
for privacy. The adjacent
cooking and dining area
has an aggregate
concrete surface.

BUILDER: EPIC DEVELOPMENT; LANDSCAPE DESIGNER: HEATHER MOLL-DUNN;

PHOTO: EPIC DEVELOPMENT

A fireplace and waterfall were designed to be visible from the
home's main living area and permit views of the yard behind
them. The fireplace was hand-built of concrete block with a
veneer of natural stone.

BUILDER/DESIGNER: EPIC DEVELOPMENT.
PHOTO: BRIAN GASSEL PHOTOGRAPHY
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A model home at Valencia Park in
San‘Antonio, Texas, has a covered outdoor porch with
a fireplace, dining‘and seating areas, and a.built-in
kitchen. The 3,400-square-foot home 'starts at $422,339.

BUILDER: WOODSIDE HOMES; ARCHITECTS: CAROL LAVENDER AND MICHAEL PITTENGER; PHOTO: WOODSIDE HOMES
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Large, fixed s€reen‘panels'were-used to enclose
this porch:The brick fireplace -wall offers
privacy and-blocksa less-than-desirable-view of
construction-on the-adjacent-ot. b2

challenge is how to make [the end result] elegant and beauti-
ful and in keeping with the architecture of the home without
going over budget,” he says.

Lewis Aquatech educates clients about the portions of the
project that will have the most impact, and gives advice on
how to build it in phases for the maximum effect. They may,
forinstance, postpone construction of the swimming pool un-
til phase two, or wait a year before installing upgraded land-
scaping and lighting.

“When you do that, you become the steward of the budget.
The phased approach gets implemented much faster once
the homeowner sees [the work getting done], and it starts
coming together,” Gwiz says.

Site conditions, such as grading and drainage, all have to
be factored into the budget. Epic Development must figure
out how to retain water on each lot and control the flow from
their site to the neighbor’s. Being an infill builder, Epic also
has to deal with mature trees. “If a tree is 7 inches or more

in diameter, it can’t be removed; we have to work around it,”
LaVallee says. “Then there’s the shade canopy. We cannot im-
pact the critical roots under that tree.”

EVERY PROBLEM HAS A SOLUTION

Such constraints, though, are not insurmountable.
Landscape designer Claudia Schmutzler of Windsor Decks &
Gardens in Corona del Mar and Santa Rosa, Calif., has created
attractive backyards out of spaces that were flood prone or
limited in size.

For one home in Newport Coast, Calif.,, Schmutzler over-
came topographical challenges to transform a bland front
entry into an eye-catching passageway. “The space was only
about 12 feet by 12 feet, with a concrete, curved wall and a
palm tree in a planter which just took up room,” she says.
Schmutzler removed the palm tree and saw-cut a foot around
in order to plant a privacy hedge. She also removed the con-
crete wall, which was so tall it blocked the home’s ocean view
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Problem: A cramped,
12-by-12-foot entry patio

in Newport Coast, Calif.,
surrounded by a concrete
wall that blocked the ocean
view. Solution: Windsor
Decks & Gardens expanded
the existing space, replaced the concrete wall W|th a glass waII
facing the ocean, and designed a floating wall of windows
with a gate.

This home in Aurora, Colo., has a
screened poroh that’s almost Ilkee great
hen, dining area, and

4 ed{porch |§j%oq1eth|ng

o‘orado because of

‘them'fésqulw
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The scree'f/p sh that fenders them

-meeting, sliding glass

ea fme

and dropped off into a steep, 45-degree slope.

Schmutzler built a 12-foot-high retaining wall and extend-
ed the existing space to make room for a table and chairs. A
glass wall with railings took the place of the concrete wall,
permitting unobstructed views. A floating wall of windows
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PHOTO: CLAUDIA SCHMUTZLER

Thls opulent swimming pool and cabana are on the grounds of
a high-end private residence in Potomac, Md.

and a new entry gate complete the picture.

LaVallee actually prefers small yards to large ones that re-
quire larger trees, more planting beds, and more patio space.
“Your budget drastically increases with large properties,” he
says. “Small yards can deliver a big bang for the buck.” PB

LANDSCAPE ARCHITECT/CONTRACTOR: LEWIS AQUATECH.
PHOTO: HOACHLANDER DAVIS PHOTOGRAPHY, LLC

BUILDER: VILLAGE HOMES OF COLORADO; ARCHITECT: JERRY GLOSS, AIA, CAASH, KGA STUDIO ARCHITECTS;

PHOTOS: JEFF SCROGGINS PHOTOGRAPHY



/ TIPS FOR A SUCCESSFUL
OUTDOOR PROJECT

e Listen to clients and pay attention to their needs, but
keep their eyes on the prize. Claudia Schmutzler of
Windsor Gardens & Decks, Santa Rosa, Calif., tells her
clients, “Let's create something that draws you out from
the inside.”

e Use premium materials. Schmutzler advocates redwood
for decks because it's not only beautiful, but offers greater
longevity and resistance to termites and other insects.
The adage “You get what you pay for” definitely applies.

e |f the project cost exceeds the client’s budget, suggest
completing it in stages. “Don’t design and build
something that dumbs down the property,” says Don
Gwiz of Lewis Aquatech, a landscape design/build firm
in Chantilly, Va. “It's better to phase the site work and
plant bigger trees later when the budget and the client’s
discretionary income allow it.”

e Integrate the outdoor space with at least two walls of the
home so that it looks like part of the structure.

e Consider less expensive alternatives that still create an
upscale look. “You can tint and stamp a poured-concrete
patio for a fraction of the cost of using real pavers,” says
Rick Bennett of Epic Development, Atlanta. Synthetic
stone is another less costly option that looks amazingly
realistic and comes already formed and ready to put in
place. On sloping sites, dry-pack walls (called keystone
walls) offer significant savings over hand-built, concrete
retaining walls faced with stone.

e Consult your landscape architect or contractor about
using more reasonably priced plantings. "I choose plants
that are readily available in local nurseries and hence less
expensive, but use them in creative ways that make them
seem atypical,” says Atlanta landscape designer Heather
Moll-Dunn. “l recommend that several key plants be
larger to make the landscape seem less ‘brand new’ and
give the illusion of age.”

e Bring the masonry and landscape contractors into project
planning meetings early in the game and negotiate a

PHOTOS: CLAUDIA SCHMUTZLER

larger scope of work. “For instance, if you already have M/ :

a vendor that's putting brick or stone on the front of the Windsor Decks & Gardens turned an overgrown
house, they can probably do pavers, patios, and stone garden into a gourmet cook’s dream at this

walls,” Bennett says. Buying landscaping and hardscaping Irvine, Calif., home. The redwood deck unifies the
for front and backyards in volume will net you a much kitchen, wet bar, fire pit, and various seating areas.
better price on labor. Lighting is integrated into the deck posts.
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[HOME BUILDING PROCESS]

By Scott Sedam, Contributing Editor

ake an objective view of home
building, compare it to other in-
dustries, and you'll find remarkable
differences. Some differences spell
opportunity, such as relatively low
barriers to entry. Compare home
building’s barriers to farming,
where buying just a small spread
of 50 acres and some decent equipment is cost-prohibitive for
most. Other differences make the business fun, such as the abil-
ity to actually build and sell a high-dollar product of your own
design. Try that with cars or any manufactured product, even
one as simple as a hair dryer. Many of home building’s differ-
ences, however, inject extreme variability in both process and
product leading to what often appears to be barely controlled
chaos. After 25 years in the business and getting to know a cou-
ple of hundred builders in five countries, it is clear that builders
who learn to control that chaos find the greatest success.
Home builders, of course, rarely build anything. Instead
they finance, identify resources, design, contract, coordinate,
schedule, sell, and service homes—but they do not physical-
ly build them. More than 95 percent of the people who work
for builders do not labor for them as employees and, more
than that, they often work for competitors. On any given
house, a builder will engage a minimum of 500 people from
35 companies, and that can grow to over a thousand people
from 50 or more firms. During construction, the work is done
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outside in sun, wind, rain, and snow with virtually none of
the common comforts found in a traditional manufacturing
environment. Add to this scenario a bevy of codes and their
often inconsistent interpretation by inspectors. Finally, in no
other business do you find customers so directly connected
to the product during production, and we all know the chaos
they can produce—if you let them.

Dr. W. Edwards Deming was known for many profound ob-
servations about manufacturing processes and management,
but none is more simple yet poignant than this: “Uncontrolled
variation is the enemy of quality” Neither Deming nor anyone
else would suggest for a moment that you cannot have varia-
tion in plans and product; but to the degree you fail to control
it and provide coping mechanisms for what you cannot con-
trol, then quality, customer satisfaction, and profit all suffer.
There are many, many targets in home building where we can
reduce the variation that leads to complexity and to chaos.
Use this list of 10 opportunity targets to start your own, and
I encourage you to share any others you devise that reduce
chaos in your own organization.

reduce employee turnover

Most of what we read about employee turnover emphasizes
the cost of replacement, often cited as three-to-four times the
annual income of any trained, experienced person you lose.
That includes the cost for recruiting, retraining, and getting



businessmanagement

SECRETS OF THE SUCCESSFUL BUILDER

someone up to speed. But replacement costs are not the big-
gest problem. The real issue is losing the rhythm of produc-
tion, called “Takt” time in classic Lean. With turnover in your
staff, you lose a smooth-running organization, which results
in continual static in the system, inefficiency, and induced
variation as you start, stop, restart, over and over the myriad
small processes that make up the larger system. The anal-
ogy of not firing on all cylinders is apt, and a larger burden
then falls to those who are firing, to keep the machine going.
Everyone is stressed and chaos increases.

reduce the absolute number
of suppliers and trades

Each supplier and trade beyond the absolute minimum
required places additional burden on the system in ad-
ministration, bookkeeping, data entry, and data process-
ing, just for starters. Simply keeping up with phone num-
bers, addresses, Federal Tax ID numbers, W-9s, and checks
is a nightmare. Construction and purchasing must learn the
strengths, weaknesses, and idiosyncrasies of too many com-
panies. Which is most timely? Which has the best crews, and
what are their names? How about the crews you never want
to see on your site again? As described in the introduction,
you already utilize a minimum of 35 companies and 500
people to build your houses. Are you sure you want to add
another ring to that circus?

Complexity is inherent to home building, but

you must manage it or it will manage you.

reduce turnover in
suppliers and trades

Now that you have minimized the absolute number of sup-
pliers you need, reduce the turnover in those you have. This
task is even harder than reducing turnover among your own
employees because you have less control. With your own peo-
ple you can supervise, train them directly, and try to insulate
the rest of the company until they get up to speed. You can
institute internal workarounds on an interim basis or throw
more bodies at it for a time. With suppliers and trades, that is
much more difficult. On the surface you see the schedule slow-
ing down, production loss, and a lot of chatter in the system.
Look closer and you observe extra trips to the sites, balloon-
ing cell phone minutes, quality measures suffering, customer
satisfaction slippage, and your field people working late and
coming in on weekends to keep up.

simplification in plans,
elevations, and options

The subject of simplification in opportunities No. 4 and No.
5 deserve their own article, or perhaps a book. Whether you
build starter homes or multi-million-dollar mansions does
not matter. Each day you should wake up with a goal to sim-
plify something—anything—about the product or process. Do
you really want to festoon that elevation with 32 corbels at
$35 each? Is it a good idea to load your model with designer
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[HOME BUILDING PROCESS]

options, especially those that customers cannot afford? Do
you need an entire book of handrail choices for mid-priced
homes as did one builder I visited last year? Do customers
want 27 front-door choices on a townhome as I saw with an-
other builder? Why do you have so many VPOs, and why do
you need three levels of sign-off to approve them? How many
elevations do you need to sell that plan, and how many mod-
els are sufficient? Get in the habit of challenging everything
you do inside the office, at the sales office, and especially in
the design center. No notions or assumptions allowed.

simplification in construction

In No. 4, we are talking primarily about how chaos impacts
everything off the building site. Here we confront the impact
on daily field operations. Never forget that variation increases
the complexity in a system exponentially, not arithmetically.
Double the plans and you increase complexity at the square,
or four times. The same goes for elevations, options, commu-
nities, suppliers, and trades. Complexity breeds chaos. Can
your field managers really get in each house, each day? We
could list examples all day long, but more instructive here is
to ask you to stop and consider the impact on daily field op-
erations by this complexity, especially the schedule.

fully detailed, lean-engineered plans

I have published multiple articles on this one, and it is a
constant topic of mine and my colleague Todd Hallett from
TXK Design and Associates.  have walked more than 500 hous-
ing sites the past seven-plus years doing lean implementa-
tion and collected literally thousands of pictures of the very
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Order was the dream of man.”

expensive consequences of not having great plans. In the
LeanPlan Workout process we run that involves 20 or more
suppliers and trades, it is common to identify more than 100
specific improvements to a plan that the builder thought was
thoroughly vetted for waste. We never see less than 50. The
notion that builders won't pay for detailed plans and work-
ing drawings because they are unnecessary or too expensive
is beyond penny-wise and pound-foolish. There is no greater
source of home building chaos than inadequate plans.

implement unit costing

If you want to bring sanity to bidding and options, determine
the cost of everything up front. Get agreement from suppliers
and trades for the next year and offer only options and selec-
tions with established cost, or a price so simple to figure that
anyone can do it without phone calls, drawings, and approv-
als. Yes, getting unit costing started is a ton of work. Yet the
induced variation from not having plans, elevations, options,
and selections determined, and costed and priced in the de-
sign center, leads not simply to chaos but to something nearer
to brain damage. Your only other option is a completely set,
very simple product with extremely limited options. There is
a niche for that product, but a small one. Meanwhile, the rest
of you have work to do.

reduce cycle times

The typical U.S. builder requires 150 to 180 days to complete
a house, despite what the paper schedule says. A reasonably
good builder might consistently average 120 days. Really
strong builders hit the 90-day mark with consistency while
the truly great ones get it done in 60. For the 95 percent of you
over the 90-day build time mark, there is nothing that will do
more to improve your company and enhance profit because
to be excellent at scheduling, you have to be great at so many
other aspects of the business. If you need proof, email me
with the words “Saved Day Calculator” for an Excel template

businessmanagement
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“Uncontrolled variation is the enemy of quality.”

that calculates schedule impact in a way that is inarguable.
Yet that calculation—usually three-to-five times in dollars
more than builders believe it is—does not account for the ad-
ditional cost associated with variation. The problem is work-
in-progress units stacking up on top of each other. You want
to build 120 houses this year? Lay those houses out for a year
on your 120-, 150-, or 180-day real schedule and see how the
units stack up to get them in. Now run it at 90 days. Now 60
days. See the stacks go away? Which do you think is easier to
manage? Which will produce better quality? Remember that
chaos increases exponentially with complexity and variation.
Would not the reverse be true? Ponder the implications and
by tomorrow you will be working on cycle times at full bore.

optimize units per supervisor

How many units can the average experienced site super-
visor manage in a year? Did you immediately ask, “What’s
the cycle time?” Without knowledge of cycle time it's an im-
possible question. There are innumerable variables such as
the number of communities, if there are assistant superin-
tendents, is there front-end/back-end separation, do they
pull their own permits, do they perform customer walks and
schedule warranty? There is no simple formula for this ex-
cept to consider your building process, take all variables into
account, modify as needed for experience and housing type,
then manage to it. Don’t just let it happen, or let the number
wander, as we often see. The moment a site supervisor tries
to manage beyond his capacity, errors and oversights creep
in, complexity starts to compound, and chaos rears its head
again. Figure it out and hold the line. Get your field staff ready
before you need them. If you know how to measure total cost,
you know you can'’t afford not to do this.

master schedule coordination

I am generally a states-rights guy except when it comes to
basic expectations everyone should be able to count on no
matter where they live or work. Given that, a dose of federal-
ism and central control can avoid a lot of chaos in schedul-
ing. With business up nearly everywhere, we frequently hear
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suppliers and trades complain that site managers from the
same company give them mutually exclusive instructions and
put them in an impossible situation. Once you have more than
a few site managers, you need some mechanism to coordinate
supplier and trade resources for optimum production. Without
it your neat, orderly NASCAR track becomes an old-fashioned,
county fair figure-eight. Next stop, demolition derby.

I have hardly exhausted this list and cut if off at 10 for space
considerations. Most of these are simply examples I have en-
countered in the past few months. Pull your crew together,
go over this list, then start brainstorming everything that in-
duces variation and complexity in your process. Hold off until
the end the debate on whether it is necessary variation or not.
Then have it out. Identify a list of five top culprits that have
the biggest negative impact and make a plan to eliminate or
reduce the complexity as much as possible.

Last month [ participated in Fletcher Groves’ first-ever
“Velocity” workshop, spending two days exploring the ins and
outs of production, inventory, and scheduling. It was quite
intense, challenging, and not for the intellectually lazy. We
played repeated rounds of a building simulation game and the
students saw clearly that scheduling requires careful thought
and planning, otherwise things quickly spin out of control,
and chaos ensues. Henry Adams, son of one U.S. President and
grandson of another, wrote in the 1800s: “Chaos was the law
of nature; Order was the dream of man.”

You may be tempted to say nothing has changed—leaving the
goal of bringing order to home building a mere dream—and use
this as a convenient excuse not to try. Yet the math of complex-
ity and chaos is beyond compelling and, without corralling it,
your street of dreams becomes a dead end. So go ahead, dream
the impossible dream. When it wakes you up at night from ex-
citement or futility, email me and let me know how it's going. PB

Scott Sedam is President of TrueNorth Development, an interna-
tionally known consulting and training firm based in the Detroit
area. Scott welcomes your comments, questions, and feedback at
scott@truen.com. Find Scott’s LeanBuilding Blog on www.ProBuilder.
com or www.TrueN.com, where you will find archives of past articles.
You can also join “The LeanBuilding Group” on www.linkedin.com.
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This free one-hour course is a comprehensive summary

and overview of LED and solid-state lighting technologies.
Emphasis is on the basic facts of how LEDs and solid-

state lighting perform as sustainable and energy-efficient
products. Participants in the course will learn about which
LED technologies are currently available in the marketplace,
and they will also learn how to make decisions when making
Jjudgments about alternative LED products. The course will
be of interest to anyone with a curiosity about how LED is

reshaping the world of |ig|’\ting design.

Joseph A. Rey-Barreau, AlA,

has worked as the principal lighting designer
and/or architect on more than 1,000

AIA/CES LU (HSW)
1.0 Learning Unit access residential or commercial projects. He is
e LIS

an Associate Professor with tenure at the
IDCEC (IIDA/ASID/IDC)
CEU He has developed hundreds of lighting

NKBA E MLighti“g education courses and has presented more

CEU (self-reporting) than 500 continuing education programs.

NAR ENORA
LIGHTING.

University of Kentucky College of Design.

REGISTER AT: www.LEDedu.com

ENTIAL m BUILDING DESIGN  Professional Professional

RESID
LIGHTING forecast +CONSTRUCTION  Remodeler Builder




[HOUSE REVIEW]

DESIGNS FOR FIRST-TIME BUYERS

2014 HOUSE REVIEW THEMES

MAY

JUNE

JULY
AUGUST
SEPTEMBER
OCTOBER

NOVEMBER
DECEMBER

Multifamily

Zero-Lot-Line Detached
Multigenerational Homes
Suburban Infill

On the Boards

Homes for Traditional
Neighborhood Design

Casitas and In-Law Suites

Family Homes

House plans for today’s first-time buyers must combine

value with delivering on their desire for amenities.

By Larry W. Garnett, FAIBD, House Review Lead Designer

more challenging in today’s market than ever before. As always, price is

the number one concern. However, many newcomers have very high ex-
pectations. They want the amenities, materials, and design they enjoyed in their
Baby Boomer parent’s home or their luxury apartment.

Additionally, a variety of lifestyles must be addressed. While many buyers will
want a child-friendly home, others may work at home and require an office area.
Creating a home that addresses as many of these design considerations as pos-
sible relies on a flexible floor plan that’s value engineered, or uses “lean design” as
described by one of our design team. While the following concepts offer a variety

Quite simply, designing and building homes for the first-time buyer is

of ideas and approaches for creating a first-time buyer’s home, they also share some basic components: no
formal dining or living rooms; flex rooms that can easily convert from a bedroom to a study; and outdoor
spaces that enhance the living experience in smaller square footage homes.
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esigned for a new infill neighborhood, this
Dtraditional styled bungalow features a narrow
footprint (19 feet) and a flexible detached
garage. The 8-feet deep front porch provides
an outdoor living space perfect for watching the
children play or visiting with nearby neighbors.
A built-in dining booth allows seating for four in
an efficient and cozy area. Upstairs, the flexible
loft can be a home office or a children's play area.
Depending on required building setbacks, this home
and garage will fit on a 60-by-100-foot lot.

CARPORT | 1-CAR GARAGE %
and
2z OUTDOOR (F)
LIVING
(G

DESIGNER 1

Larry Garnett, FAIBD THE SOMERVELL
larrygarnett@larrygarnettdesigns.com

www.smartlivinghomedesigns.com
254.897.3518

PLAN SIZE

First floor: 702 sf
Second floor: 525 sf
Width: 19 feet
Depth: 47 feet

O 8-feet-deep front porch

@ Open living area with media center recessed under staircase

@ Built-in dining booth provides space-saving seating for four.

® Stacked washer and dryer

@ Second-floor loft and two bedrooms

@ One-car garage with flexible space for a shop, storage, or
exercise equipment

® Carport doubles as covered outdoor living space.

® Motor court provides plenty of parking and a hard-surface
play area for children.
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[HOUSE REVIEW]

THE PATIO PLAN

ARCHITECT
Richard C. Handlen, AIA, LEED AP
EDI International Inc.

richard.handlen@edi-international.com
415.362.2880

PLAN SIZE

Total: 1,600 sf
Width: 45 feet
Depth: 60 feet
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t 1,600 square feet this is a small

three-bedroom ranch—a move

up for the first timers or a move
down for empty nesters. The size is
deceptive as living spaces expand into
the landscape. Rooms open to front
and rear patios to take full advantage of
potential sun or shade exposures.

The great room is sized to house both
sitting and dining or can function as one
large living room. The flex room at the
front of the house makes an ideal mini
family area with room for a breakfast
table as well as a sofa, or could be used
as the dining room. The central kitchen
overlooks both these spaces as well as
views out to the front and rear patios (eyes
on the kids as well as eyes on the street).

The bedroom hallway doubles as a
desk alcove open to the great room, so
tasks such as sorting mail, bill paying, or
homework don't have to be locked away
from family activity. The master suite
opens to the rear patio and has his-and-
hers walk-in closets, an unusual feature
for a starter house but a must for a move-
down market. The middle bedroom can
be opened to the hall as a den or retreat
off the master bedroom.

O Patios on the front and rear take
advantage of multiple sun exposures.

® Large front porch

@ Great room

® Central kitchen with a sink view to the
entertainment center in the great room

@ Walk-in pantry

@ Flex room — breakfast, dining, family, or
combo

© Flex space for desk alcove or expanded
closet

@ His-and-hers walk-in closets

© Bedroom 3, den, or retreat

Breakthrough innovations in
paint help improve indoor air

quality and reduce odors.
| S— | | S—

SFERIOR ACRYLIC LATEE
LIFETIME WARRANTY

Harmony Paint delivers great hide and a durable finish that withstands
frequent washings. Harmony Paint also contains anti-microbial agents
that inhibit the growth of mold and mildew on the paint film, also helping
inhibit related bacterial odors. The result is beautiful rooms that stay

fresher, longer.

http://www.sherwin-williams.com/home-builders/

Delight homebuyers with
Sherwin-Williams industry-leading
innovations in enhanced Harmony®
Zero VOC Interior Acrylic Latex Paint.
Containing Formaldehyde Reducing
Technology, Harmony Paint helps
promote better indoor air quality by
reducing VOCs from possible sources like
fabrics, cabinets, carpet and insulation.
Its breakthrough formula also contains
Odor Eliminating Technology, which
reduces organic, ambient odors from
sources like cooking, pets and smoke.
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[HOUSE REVIEW]

FIRST-TIME BUYER

ARCHITECT
Donald F. Evans, AIA \
The Evans Group \
devans@theevansgroup.com W
www.theevansgroup.com
407.650.8770

PLAN SIZE

Total: 1,464 sf
Width: 40 feet
Depth: 80 feet

any first-time buyers have a
family, so this plan is a true
split plan with two or three

bedrooms, a pool, and a motor court
for skates, blades, and basketball. A
front porch and large rear screened
porch complete the outdoor areas.
The great room or grand room works f
well for young families creating a | o/ McOCHERE
sense of space, with a good morning ey

room in the kitchen overlooking the !
pool. One parent can even work
from home in the den.

GARAGE

wx21

1 MOTOR COL‘J.EI,"T

(5 ™ DINE (F)

HIGH GLASS

O Front porch entry with porte cochere
for daytime parking

® Motor court/sports court for play
protected from the street

@ Two-car garage with space that converts
into a laundry room (if desired)

© Master suite with a his/hers closet,
dressing area, bath, and pool access

@ Kitchen with direct garage access,
pantry, and plenty of space

@ Grand room for living and dining

© Secondary suite and bath in a split plan
configuration
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Home Innovation
g RESEARCH

A
AS A BUILDING PRODUCT MANUFACTURER...

Are you fully prepared to make the
best and most profitable decisions?

As the home building market rebounds, there has never been
a more important time for building product manufacturers

to be prepared for what's to come. With the right data and
marketing research comes a clear understanding of the size of .
your market, your company'’s market share, the opportunities Marketlng

that await and the customer’s perception of your products. research & data
products include:
Professional Builder INSIGHT combines the expertise and

® Product Usage Data

knowledge of a 79-year-old media communications company e Brand Usage Data

and a 50-year-old home building industry research firm. The K oicirer Raasich

result? A best-in-class resource for building product usage (Remodeling Market

data and marketing research insights.
9 9 e Custom Survey Research

® Focus Groups & Expert

Give your company the edge. To
discuss your challenges and initiate
solutions, contact Adam Grubb U s

at Professional Builder INSIGHT. e
317.219.7546; agrubb@sgcmail.com. Programs

Interviews
® Product/Materials
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[HOUSE REVIEW]

LAURA

ARCHITECT

Todd Hallett, AIA, CAPS
TK Design and Associates
info@tkhomedesign.com
www.tkhomedesign.com
248.446.1960

PLAN SIZE

Main Level: 1,639 sf
Porches: 43 sf

Width: 40 feet 8 inches
Depth: 54 feet 4 inches
2-Car Garage: 395 sf

@ A Jack-and-Jill bathroom
serves the two secondary
bedrooms.

© The entry foyer
provides a
long view
through
the entire
depth of
the home
making
the small
home seem
larger.
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show that their number one concern
is value. And maximizing value is the

home is a great example
of both. Lean design is

a collaborative process
involving the architect,
builder, and trade
partners to eliminate
waste and optimize
marketability by providing
buyers with the most bang
for their buck. Lean design
is not a value engineering
exercise designed to

strip homes of amenities.
Instead it is a process
used by leading builders
nationwide to create a
competitive advantage.

O A simple plan form with minimal foundation
jogs maximizes ease of construction and
buildability while minimizing cost.

® An alcove entry to the owner's suite provides privacy from the public spaces.

@ Placing the owner's closet off the bathroom eliminates unneeded circulation space and optimizes storage.

® A powder room is a bit of a luxury in this square footage. This space can also be optioned as a family
entrance with a bench and cubbies.

@ The living triangle is right sized and set up perfectly for day-to-day activities and entertaining.

tudies relating to first-time buyers - _ﬁ / __ﬂ
P [ = T . 1 /
- s & 3 mi| |\~
m | : «::c.:' *-':?!9 W | /

driving principle behind lean design. This

"ig'o;{a;":' e
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GOT
SEO?

GOT

E-COMMERCE?

NEED
HELP?

GOT A
STRATEGY?

GOT
RESULTS?

MEDIAPRESS

GOT
ONLINE
TRAINING?

GOT WEB?

A highly functional website is your 24/7 sales force —
keeping potential customers informed and engaged, even
when your office is closed for the day.

To compete in the global marketplace, a sophisticated
website that is fully responsive, content rich and totally
device independent not only puts you in the race — it
positions you in the lead.

SEQO? Search Engine Optimization ensures that your
website content is ranked high enough in the search
results that it is found more often.

At , we apply now + tomorrow
solutions to “now” problems, whether enhancing existing
sites or building new device-independent websites.

Want to know more?
Check us out at www.mediapressstudios.com
or e-mail sales@mediapressstudios.com.



[HOUSE REVIEW]

THE SAVANNAH

ARCHITECT
GMD Design Group
Scott Gardner, AIA

scott@gmddesigngroup.com
919.320.3022
Donnie McGrath []l
donnie@gmddesigngroup.com -
770.375.7351 "] 254
o QO —r
g ‘ ”
bed 2

O Front porch enriches the streetscape.

O Great room, dining, and kitchen are one contiguous open room.
@ Small mudroom space serves as transition from garage to home.
® Bedroom 4 can convert to loft for a more open second floor.

@ Laundry room is on the same floor as the master bedroom.

@ Master bath can option to provide fewer fixtures at a lower cost.

MD Design Group worked with

Vanderbilt Homes in Atlanta, Ga., to

create a line of rear-load, value-priced
homes for the first-time buyer market. This
home is the largest of the series and provides
room for a family to expand. To provide
affordability for the new buyer, it is essential to
build efficiently. A full stack box design with an
integral garage and minimal corners provides
the maximum square footage at the lowest cost.

The first floor of this home is open and

expansive and makes the home feel large upon
entry. There are provisions for indoor-outdoor
living with an optional side porch off the dining
area. The second floor features four bedrooms
and allows for flexibility to appeal to a wide
range of buyers. For example, this plan can be
built as a third bedroom with a loft. There also
. are multiple bathroom options that provide
1 flexiblity with the home's sales price.
: With the help of the rear-load garage, the simple massing of the homes create a
! warm streetscape at an affordable price.
:
]

1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
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CUTTING

BUILDING GROUP

Build Fast - Build Strong /\‘
thats our promise.

DQ/ IN CUTTING EDGE SERVICES
N Works! =25 e Preliminary Study e SmartPanel Fabrication
» Material Specifications e Modular 2.0 Fabrication
e Supply Chain Study e Logistics-Shipping
e Building System Study * Program Management

e Architecture & Engineering ¢ Warranty Service

Cutting Edge is advancing off-site construction.

Advanced fabrication methods - Modular 2.0
Don't pay for manufacturing or shipping air space.
We kill modular architecture constraints.

EXPERIENCE

West Coast - seismic, energy, and fire code experience.
Southeast - moisture, high-wind, meaningful architecture.
International - solid and low-cost material choices.

Serving the West Coast and International Markets.

Phone: +1 877 280.0496 Web: cuttingedgebuildinggroup.com
cuttingedgehomes.net



[KITCHEN AND BATH REVIEW]

MASTER BATH MAKEOVER

By Michael O’Brien Small shower

pace in this master bath
S plan was very tight and of-
fered very few of the spa- ‘
like amenities that new-home
buyers are seeking. Pushing the |
bath’s entrance into the hallway
and replacing a tub that has a
very large deck gives the room
a significant increase in usable Very tight
area. A large and luxurious glass-
enclosed shower is now the fo-
cal point of the room, and there
is still enough space for a good-
sized tub. His-and-hers vanities
(and a special makeup area for
her) provide additional touches of
luxury that buyers crave. PB

entryway

Minimal

storage space

Michael O’Brien is the owner of
Change Design, based in Wilmette,
Ill. He is an architect who specializes

0
0
-«
years experience working in the high- // \Y
end custom residential market. Huge @ L ¢

in kitchen design, space planning, and P .
cabinetmaking, with more than 20 ///;’/ R \\\\\\
// N
8
[
tub _
deck
e \

. . 1 A\ //

Poor lighting - N 4

eser ‘Q}Q;i’//?'
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Expanding this bath just enough for an upscale shower, deep tub, more storage, and

separate his-and-hers vanities provides the spa-like atmosphere homebuyers want.

Door moved
10 extend =—j -

entry space

Storage areas now
include two tall

i | = SN W ; L. (i cabinets and space
5 O E 1888 | underneath vanities
R ) :—"—" A ~ — s i
-
‘T B

b
7

- b ] e Shower has more
usable space, includes
=4 = — bench plus rain shower
: = and body sprays

New tub’s deck
is smaller but

still has room for
toiletries

Lighting program illuminates all important areas of the bath

www.ProBuilder.com Professional Builder 65



YOUR INDUSTRY.
IN FOCUS.

e
HousingZone

HousingZone it = ntegry

FITINATOOLBELT. Bt sekem.

BLOGS IDEC PRO BUILDERS P MODELER CUSTOM BUILDER

Porch.Com Partners With
Realtor.Com To Offer Detailed
Property Reports

Green Building Standards Can
Help Buildings Become More
Storm-Resistant

New-Home Sales Continue To Trend

Relatively Flat In February Stock Prices »

810 -010

Housing News » Housing Industry Metrics »

Buiider Confiderce | Housing Starts

Minnesota County Wants To Opt Out Of State Building Code

Residents want 1o reduce taxes. rules. and regulaions

Builder Confid

HousingZone.com is better than ever.

Daily news and analysis of the U.S. housing market.
Analysis from economist Gopal Ahluwalia.
Access to weekly e-newsletters.
Up-to-the-minute information on industry stock prices and statistics.

P~ -
HousingZone.com

Make HousingZone.com your source for daily news and industry trends!



Cellular PVC Railing

Jamestown, and Estate Classic, or they
can be custom. They feature smooth,
seamless top rails, and will never peel,
rot, or split. Customers may select
from an unlimited palette of Sherwin-
Williams paint colors that are backed
by a 25-year warranty. For more info
circle 800

Outdoor Lamps

Progress Lighting unveiled four new outdoor collections.
The Loyal classic lantern family features clear seeded
glass with inside etched detailing, and a graphite powder
coat finish over a cast aluminum frame cross. The Rush
family of wall lanterns features etched opal glass that

is suspended from linear accents and is available in

an antique bronze finish. The Scope lantern collection
features traditional, rustic detailing, etched opal glass,
and an antique bronze finish. Via modern lanterns have
nautical overtones, and feature a black finish paired with
etched opal glass. For more info circle 801

Beverage Dispenser
This beverage dispenser uses exclusive airflow technology from True to
deliver a frosty and refreshing beverage, every time. Patented TriLumina LED
lighting allows you to choose from white, amber, or blue with the push of a
button and provides consistent illumination throughout the interior.
Its TrueFlex shelving system allows the cooler to be converted into
a beverage center, wine cabinet, or all refrigerator. The dispenser is
available in right or left hinge, and stainless steel door or solid panel

ready models. 24 Series models are available in single tap or dual tap.

For more info circle 802

Landscape architects and builders can help clients define their outdoor living rooms with the Walpole cellular
PVC railing system. The systems are available pre-assembled in three standard styles, including: Pendleton,

Mezzo Gas Fireplace

Homeowners can control the Mezzo series
of modern gas fireplaces from Heat & Glo
from virtually anywhere using a Wi-Fi-
enabled app on smart phones and tablets.
The fireplaces are available in 36-, 48-,
and 60-inch sizes, and with single-sided or
see-through options. LED under-lighting
illuminates the firebox from beneath a bed
of crushed glass. Three optional designer
fronts are available in multiple colors and
finish options. Direct-vent gas technology
expels 100 percent of exhaust gases
outside of the home to protect air quality.
For more info circle 803

Evo Flattop Grill

The Evo Affinity Classic 30G from Danver is part of the
Evo Flattop Grill line of manually controlled, gas-fired
cooktops for residential outdoor kitchens. Foods can be
prepared directly on the cooking surface, or pots and
pans may be used. Inner and outer gas tube burners
heat the 30-inch diameter ceramic-clad steel cook
surface. Evo's technology allows independent heat
adjustment across inner and outer cook surface zones,
and a push button electronic ignition system ignites

both burners simultaneously. Edge-to-edge even surface
temperatures range from 225°F to 675°F. For more info
circle 804
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Good Life Decking

and Villa (cedar). For more info circle 805

Grill in a Box —

The Two Burner Grill and Grill in a Box from Coyote is a compact
professional grill that is great for smaller homes and apartments. It
features interior hood lights and improved heat control grids. This
304-grade stainless steel grill is available as a preassembled Grill in a
Box or as a grill head only. For more info circle 806

— Paver Profiles

AZEK Pavers added three new products to its
lineup. The 8-x-8-inch standard paver answers
the growing trend toward both larger paver
aesthetics and multi-sized paver patterns. The
resurfacing Bullnose paver provides a rounded
finished perimeter edge to any paver. The
resurfacing Transition paver has a slanted edge
that acts as a mini ramp to transition from the
paver height down to the level of the ground,
substructure, or walkway. The 8-x-8-inch and
Bullnose pavers will be available in Redwood,
Boardwalk, Village, Olive, and Waterwheel. The
transition paver will be available in Redwood.
For more info circle 807

Graphite Ultra Cork

Duradek is offering a new color in its Ultra Cork line. Ultra Cork is now
available in graphite, in addition to natural, espresso, and macchiato
colors. Ultra Cork emulates a natural looking cork pattern for a look that
suggests subtle, comfortable luxury. For more info circle 809

Professional Builder April 2014

With its Good Life decking line, Fiberon is providing the benefits of low-maintenance
decking at a price closer to wood. The decking has a durable, protective three-sided
capped surface that is stain and fade resistant. It resists mold and mildew, and is
made of an industry-leading composite technology that will not rot, warp, or splinter.
The decking is easy to clean and has a 25-year performance, stain, and fade limited
warranty. It is prefinished in three rich, solid colors: Cabin (brown), Cottage (gray),

Woodgrain
Structural Column

The new 9-inch tall, square Woodgrain
Structural Column from Fypon can

be stained to resemble real wood,
but comes with all the benefits of
polyurethane. The column comes with
the cap molded in and a loose base.
It is reinforced and has a load-bearing
capacity up to 12,000 pounds. The
pre-primed column is ready for paint
or stain, and installation hardware is
included. For more info circle 808




End the conflict.
Eliminate the headaches.

OptionWiz® offers the only stand-alone
option and upgrade management
technology to get your Design and
Purchasing Professionals on the

same page.

Bu‘.lld prOfit into every . l?tlf\';]upcd. l\\
house you COﬂStruct. Builder Software Tools, Inc.

Design Center Software Driven By Operational Excellence!

CONTROL INTEGRATION PROFIT SPEED REPORTING
Gain control of the process | OptionWiz® easily integrates Complex options and The data logic and design Detailed reporting metrics
of how you organize, define with QuickBooks Pro® as upgrade choices are of OptionWiz® allows your allow you to make smart
and price your home building well as other industry organized to ensure Design Professionals and decisions when managing
oplions and upgrades. specific software packages accuracy and bottom Purchasing team to quickly the design process.
at the accounting revenue line profit. create options efficiently.
and cost level.

Email noellet@buildertools.com to schedule a demo today. For more information about our products and consulting services visit buildertools.com
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ProMaster Van

The new 2014 ProMaster is the latest addition to the Ram commercial vehicle lineup. The purpose-
built, highly customizable van combines functionality and versatility with modern styling and
professional appeal. It is available in two roof heights, three wheelbases, and four body lengths. It
offers exceptional cargo capability, durability, a unique front-wheel-drive system, and outstanding
uptime. ProMaster’s best-in-class fuel efficiency, cargo capacity, usability, and total cost of ownership
combine to deliver a proven solution for businesses and fleets. For more info circle 810

The new F-150 from Ford features advanced materials that improve durability

and inhibit corrosion, faster processors that enhance driving performance,
and breakthrough cargo management and towing solutions. The fully boxed

ladder frame has more high-strength steel than ever. High-strength, military-
grade, aluminum alloys are used throughout the body, improving dent and ding
resistance and saving weight to help the F-150 tow more, haul more, accelerate
quicker and stop shorter, and contribute to efficiency. For more info circle 811

— NV Cargo Van

The 2014 Nissan NV Cargo is
available in three models—NV1500,
NV2500 HD, and NV3500 HD—and
in two roof configurations: Standard
Roof and High Roof. Powering the

Sierra 1500

The 2014 GMC Sierra 1500's available
EcoTec3 5.3L V8 engine offers the best
V8 fuel economy in any full-size pickup

at an EPA-estimated 16 mpg city and 23
mpg highway (2wd). Rated at 355 HP and
383 Ib.-ft. of torque, the EcoTec3 5.3L

V8 offers a class-leading max trailering

of 11,500 Ibs., when ordered with the
available Max Trailering Package (double

rear-wheel drive is a choice of two
fuel-efficient engines—a 4.0-liter

V6 or a 5.6-liter V8. Both are mated
to a standard 5-speed automatic
transmission. Enhancements for 2014
include new content for S and SV trim
levels along with revised optional
equipment packages. All 5.6-liter V8

. cab, 4x2). Sierra’s all-new EcoTec3
vehicles now have the former Tow S||Verado ZSOOHD — engines are paired with a é-speed
Package as standard equipment. For The 2015 Chevrolet Silverado automatic transmission and are based
more info circle 812 2500HD delivers the capability on 50-plus years of proven small-block

heavy-duty truck customers performance. For more info circle 813

demand, along with greater
refinement and control for more
comfort and confidence.
It is available in Work
Truck, LT, and LTZ trims,
and offered in regular
cab, double cab, and
crew cab configurations.
The double cab model
features forward-hinged
rear doors, which allow
easier access in tight
parking spaces. The
truck is available with
all-new, stronger 6-foot 6-inch and 8-foot cargo boxes with standard
CornerStep bumpers, EZ Lift-and-Lower tailgates, and other features that
make cargo handling easier. For more info circle 814
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Name:

Company:

Address:

City: State: Zip:

Phone: Fax:

E-mail:

1. O YES! Please continue/start my FREE subscription of Professional Builder.
O No, thanks.

Signature

Title

Date

N

How would you like to receive your subscription?
O Print OR
O Digital (E-mail address required; please print clearly in space above.)

3. Which of the following best describes your company’s primary business?
(Check one box only.)
10 O Builder, Developer, General Contractor
20 O Architectural Firm, Engineering Firm,
Architectural/Engineering Firm, Designer of Homes
30 O Manufactured or Modular Home Builder
40 O Remodeler working in building activities
90 O Other (pl specify)

4. Which category best describes your job title? (Check one box only.)
10 O Owner, Partner, Corporate Executive, Director, General Manager
20 O Architect, Designer, Engineer
30 O Construction Manager, Superintendent, Purchasing Agent, Buyer
40 [0 Other Management personnel
50 O Sales or Marketing Manager
90 O Other (specify):

5. What type of construction is your firm involved in? (Check ALL that apply.)
A O Single Family — Custom D O Remodeling
B O Single Family E O Light Commercial
C O Multi-Family F [ Other (specify):

6. How many homes does your firm build per year? (Check one box only.)
A O Over 500 units D O 11-25 units
B O 101 -500 units E O 1-10units
C O 26-100 units F Ounits O

7. What is your firm's annual revenue? (Check one box only.)
A O More than $10 million D O $1to $999,999
B O $5 millionto $10 E $0 O
million
C O $1 million to
$4,999,999

10.

11.

to continue your

Complete this entire form. Please sign, provide

your title, date and answer all 10 questions below.
Fax it to: 1-847-298-0862

Professional Builder
3030 W. Salt Creek Lane, Suite 201
Arlington Heights, IL 60005

Which of the following building materials, products or equipment do you
buy, specify or influence the selection of? (Check ALL that apply.)
01 O Appliances

02 [0 Cabinets and Countertop Materials
Caulks and Sealants

Central Vacuum Systems
Computer Hardware and Software
Construction Equipment

Decking / Fence Materials

Doors

Engineered Wood Products
Fireplaces and Accessories
Flooring and Floor Coverings
Garage Doors

Green Building Products

Hand and Power Tools

Home Automation Systems

HVAC and Environmental Controls
Insulation and Related Products
Lighting Fixtures

Locksets and Hardware

Paint, Stains and Finishes

Plumbing Fixtures / Faucets
Roofing Materials

Siding

Sound and Security Systems

Tile

Trucks

Windows

None of the above [
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Which of the following publications do you receive personally addressed
to you? (Check ALL that apply.)

A [ Builder

B O Custom Home

C O Neither of the above

Excluding land, please indicate the cost per square foot of the homes
your company builds. (Check ALL that apply.)

A O $251/sq ft or more

B O $201-$250/sq ft

C O $151-$200/sq ft

D O $121-$150/sq ft

E O $101-$120/sq ft

F O $100sqftorless

Please indicate your primary supplier for each category:

Windows Siding Faucets

01 O Andersen 06 O CertainTeed 11 O Kohler
02 O Pella 07 O James Hardie 12 0 Moen
03 O Marvin 08 O Ply Gem 13 0O Delta
04 O Jeld-Wen 09 0O LP 14 0 Amer. Std.
05 O Milgard 10 O TAPCO 15 0 Elkay
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Professional
Builder

Throughout the year, the staff of Professional Builder
collects books, dvds, snacks and personal care items
to send “thank you” packages to our troops.

If you have someone near and dear serving overseas,
please send us their name and shipping information,
and we will send a package to them fromtheir
appreciative fans at PB.

E-mail the soldier’s name and shipping address
to Sandi Stevenson at sstevenson@sgcmail.com.
Please include your name and contact information.
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Phone: 1-800-624-5269 ¢+ Fax: 1-800-624-5299
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LNIW3SILYTAQY

THE ULTIMATE

MONEY-SAVING TOOL
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v Unique, adjustable system
for constructing a sturdy dust
barrier - in minutes!

v No tape, no ladders, no
special tools - and no marred
ceilings or floors.
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v Expand your capabilities
with a wide range of
accessories and Zippers.

ID Protective
Products
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1.800.789.6633
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SoftPlan 2014: download Free Trial

“I don't know how a builder survives without SoftPlan.”
Jim Irvine, Builder - The Conifer Group, Portland Oregon, Past President NAHB

» easy to learn & use » powerful roof design

+ 3D renderings » remodeler's setup

« materials lists » kitchen & bath design

« framing layouts » deck design

+ automatic elevations = round-trip AutoCAD® files

= site plans = links to QuickBooks® « 3D panorama views on
» animations = REScheck™ energy cales PG, iPad and iPhone

FOURTEEN |

ARCHITECTURAL DESIGN SOFTWARE

Try SoftPlan for yourself: visit www.softplan.com or call 1-800-248-0164 for your free trial
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executivecorner

lvey Homes Finds Successful Medium
Between In-House Sales and Outsourcing

Matt lvey
Co-owner
Ivey Homes
SYET A CER

Builders can find themselves in a tug of war between de-
ciding whether to bring their sales in-house or outsource
to Realtors. Matt Ivey, co-founder of Ivey Homes, which builds
in Augusta, Ga., adopted a hybrid solution. In 2010, sales for
the company’s Canterbury Farms community was handed to
a local brokerage, which provides a Realtor and an assistant
who sell only Ivey properties. For Crawford Creek, a multi-
builder neighborhood, another brokerage assigned a three-
agent team to sell exclusively for the builder. Ivey shares how
this arrangement is working.

Describe how your company handles the
Qsales and marketing of lvey Homes?

We handle sales and marketing in a variety of ways.

Where possible, we are moving to a hybrid scenario. This
is where we maintain a relationship with a broker, but the
agents work exclusively for us in the new-home arena. This
structure by nature is adaptable to the situation at hand. We
also still have neighborhoods where the broker is the devel-
oper or the developer has chosen the broker, and the broker
has full control of sales and marketing.

Why did you choose to outsource sales in this fashion
rather than bring that function completely in-house?
When you start looking at in-house, there are a lot of dif-
ferent factors that you've got to weigh. What are the sales
volume and velocity for that community? Do [ want to carry
the overhead? Do I have enough supply in front of these folks
to bring them in-house, and what kind of relationship are you
trying to establish with the local brokerage community? At
that time, we only had one community that had sales volume
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and velocity. We were the developer in Canterbury Farms so
we had lot supply, but that was all we had to create this pro-
gram. It was a trial. Either it was going to work for us or it
wasn’t. In that community, the agent and assistant are direct
employees of ours. Later, we were able to take that same hy-
brid concept to Crawford Creek where we weren't sure what
our lot supply would be. Those agents are third-party agents,
but they are exclusive to us. So we are able to train them.

In what ways are the dedicated salespeople
Qin your arrangement approaching or treating a new
construction product compared with how a real estate agent
working for a broker might do so?

When you have agents who represent multiple builders in

a community, it's very difficult for them to tell multiple
stories to the prospect. That's confusing for the prospect and
the agent. The builders end up being lumped together in that
situation. What happens is if you're a builder who does any-
thing different, it's hard for the agent to explain what the dif-
ferences are. So the product becomes a commodity, and in the
buyer’'s mind every builder is the same. Their judgment of value
is based solely on what they see. Very little value is placed on
differences in materials, customer service, and energy efficien-
cy. Then there are operational challenges. Each builder might
have a slightly different sales process, so the Realtor ends up
handing the prospect off to the builder. Then the builder has to
take the sales process to contract and beyond. In-house agents,
however, can take your plans, options, and processes and help
the prospect develop the home of their desires. This exclusivity
gives the agents who are there a lot more tools to work with.

How is the arrangement your company utilizes

working out?

We have much better control of the process from how

they greet the prospect, to telling our story, to the fol-
low-up process after they leave. We're more consistent with
adhering to our internal procedures and systems. The sales
teams can handle the presales directly. Sometimes in a multi-
builder community, you can overspec because your house is
a commodity, and you're trying to get your home sold first to
minimize interest carry. We have a lot less overspeccing of
homes. From what we've been told, we feel we have better
peer-to-peer margins for that market segment. PB



REPUTATION
YOURS AND OUR

The centerpiece of every great home is a great kitchen. For nearly a century, Thermador
innovation has redefined the way America cooks. It is this rich heritage that has made us more

popular than ever. With industry-leading pricing packages, our One-Two-Free™ program *@

and unmatched customer service, Thermador will bring significant value to your homes and ’ hermadur

communities. Thermador will be your partner every step of the way.
REAL INNOVATIONS FOR REAL COOKS*®

ARE YOU A STAR PARTNER MEMBER? LEARN MORE ABOUT THE
BEST PROGRAM IN THE INDUSTRY AT THERMADOR.COM/STAR-PARTNER

©2014 BSH HOME APPLIANCES CORPORATION. ALL RIGHTS RESERVED. 14TH013-14-114055-1
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Line K at Pinnacle Peak Place
Scottsdale, Arizona

westernvolumeprogram.com

our door systems are helping
builders stand out from the crowd,
change the way people live, and
increase their bottom line.
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let us help you... design sell build profit
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