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Proposed Methodology
 Based on PNNL methodology described in 2015 paper
 Some modifications made to update/simplify:

 Updated energy price and other economic data
 Added social cost of carbon
 Removed income tax impact (mortgage deduction)
 Removed property tax impact
 Removed residual value for measures with 30+ year lifespan
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What it does not do
 This methodology does not provide specifics on how to:

 Calculate changes in energy consumption
 Calculate first costs of a measure

 These are the inputs to the LCC model and the methodology for 
calculating them should be documented and follow accepted 
practices
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Parameter Values and Sources
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Parameter Value Source
Mortgage Interest Rate 3.84% nominal FreddieMac, average of past 5 years 

for 30 year mortgages
Loan Term 30 years
Down Payment Rate 20%
Points and Loan Fees .55% nominal FreddieMac, average of past 5 years 

for 30 year mortgages
Discount Rate 3.84% nominal Same as mortgage interest rate
Period of Analysis 30 years
Property Tax Rate Not used
Income Tax Rate Not used
Home Price Escalation Rate Not used
Inflation Rate 2.3% EIA AEO 2021
Residual value 0 for measures with life >30 years, straight 

line depreciation for measures replaced 
within 30 years
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