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Membership Statistics
Oct

Total 2054

Central New Mexico   
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South Eastern NMHBA

Lincoln County 

Las Cruces 
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2017-18 NMHBA Calendar

December

25-26 NMHBA and BT Offices Closed for   
 Christmas Holiday

January

1 New Year’s Day - NMHBA and BT Offices  
 Closed
31 Building Issues Committee Meeting @   
 NMHBA office
31 Government Affairs Committee Meeting @  
 NMHBA office
31 Board Meeting @ NMHBA office

February

1 Bus Trip to Roundhouse

Sept

2059
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“The only thing that is constant is 
Change.” -Heraclitus

Dear NMHBA members,

It’s a pleasure to make your acquaintance, albeit virtually. I’m Brian McCarthy, your 2018 
NMHBA Board President. A little bit about myself… My business partner and I own Abrazo 
Homes, a medium-sized production homebuilder serving the greater Albuquerque area. I am 
married to my lovely wife Autumn, and the proud father of 5 kids, ranging in ages from 14 
years old to 8 year old twins. I am the Past President of the HBA of Central NM. I have served 

at the local, state and National levels serving as both a committee member and Board member at NAHB. This is my 17th 
year in the Home Building Industry and I wish you, your families and your companies a very prosperous 2018!

As we look into the New Year, we see new challenges, new struggles and new opportunities. As I look back on my career 
in this industry, I keep thinking that we should have ‘figured all of this out’ by now. While we continue to build homes by 
hand, on site, similar to how our grandparents may have done it, a big part of me believes that we should have been able 
to perfect this science by now. How could we ever receive comments on our permit submissions? How could we ever not 
pass an inspection? How could we not have figured out the best way to engage our prospective customers? The answer of 
course, is that ‘Things Change.’ Our industry is CONSTANTLY having to evolve, grow, and adapt to the change around 
us… and it comes in so many flavors: code cycle changes, regulatory changes, new energy saving technologies, new sales 
and marketing techniques, new safety standards, new building science practices, new risks, and new ways to engage our 
clients. As our market and our industry continue to evolve, so must we. Our inability to keep up with change can render us 
obsolete and insignificant in the blink of an eye.

Never Fear! NMHBA is here! If you’re reading this article, you’re a member of the HBA federation… that is your local 
HBA, NMHBA and NAHB as well. While NMHBA is unlikely to put on a Parade of Homes or host a trade show the size 
of IBS, we are actively serving as your advocate with regulatory bodies (the NM Legislature, CID, CIC, RLD, and more!) 
to ensure that: a.) your voice is represented when changes are made, b.) said changes are reasonable, and c.) you are the 
first to know about change as it happens.

My goals for 2018 are to ensure that you, your employees, your subcontractors, and your companies are all equipped with 
tools that allow you to adapt quickly, and make swift yet informed decisions for your organization. As an association, 
we’ve already started making investments in new technology to allow for electronic voting, virtual (video conferencing) 
board/committee meetings, and electronic scheduling. We’ll be continuing to work on new ways to get you more 
information, faster, in the year to come.

We are building our ‘to do list’ for 2018 that will include education and updates on warranty programs, recent court 
rulings pertaining to builders, methods to increase profitability and more. I’d love to hear from you and learn about the 
challenges you’re facing and how the NMHBA can better serve you. Please feel free to reach out to me directly (brian@
abrazohomes.com) and let me know how I can serve you in this year to come. If you are dealing with a problem, it’s most 
likely that another member is as well, so please speak up!

I look forward to serving as your Board President in 2018 and I thank you for the opportunity to serve the entire Land of 
Enchantment.

Brian McCarthy
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“It Was A System Failure”
This quote, or some version of it, is in the news almost every day now.  People in leadership 
positions, and especially in government, say this to explain why something went wrong in 
their organization, and as a result something bad happened when it shouldn’t have.

We hear this after the auditors miss something big, after the fire starts, and after the hackers 
get in.  “It shouldn’t have happened” they say, “but……”

This is a big problem.  We routinely expect our governments to do a multitude of things for 
us, some big and some small.  These tasks include things that impact our comfort, our food 
supply, our national security, our personal safety, and almost uncountable other aspects of our 
lives and businesses.  We rely on multiple levels of government and countless agencies.  Like 
your business, governments set up “systems” for doing their work.  These systems involve 

people, job descriptions, computers, procedure manuals, checklists, etc.  We assume these unseen, seldom-thought-about 
administrative processes will create consistent and desirable results.  But what happens when they don’t?

Bad things happen.  Things like the military justice system doesn’t report to the appropriate data base that certain 
offenders should be barred from buying guns.  At least in Albuquerque we are constantly reminded that administrative 
slip-ups let repeat car thieves loose into our city, and arrested drunk drivers often don’t get appropriate penalties.  We 
were reminded recently that Navy ships don’t always have a proper watch by people who are trained to avoid collisions at 
sea.  Thinks like that.  And I’m also talking about more mundane but important things that your business might need, like 
getting building plans checked and field inspections done accurately and in a timely manner.  Things that we have every 
right to assume will be done properly every day … but too often… the “system” fails.

What’s going on here?  I submit that our “systems” are getting too complicated at the same time as respect for regimented 
“processes” is rapidly deteriorating.  (At a seminar recently I heard a speaker say “throw away all those policy manuals 
your business has or you won’t attract any younger workers”.)  Another contributing factor:  Mandating “flat budgets” has 
almost become a political badge of honor with little discussion of the consequences of what this will cause “in the field.”

It’s getting worse by the day.  Government at all levels is churning out new laws and rules – all of which take ever 
more complicated “systems” to make them function.  At the same time, capability to deliver consistently good results 
is shrinking due to retirements, untrained and inexperienced workers, out-migrations, outdated computer systems, and 
outdated social services.  I routinely see “HELP WANTED” signs lately, sometimes within sight of multiple people at the 
intersection begging for money.

In thinking about this dynamic I realize I have sometimes been part of the problem.  In my career, I have often had a 
part in creating a complicated new law/rule/code with the assumption that a complex “system” will just spring up to 
deliver the results we envisioned.  It often doesn’t happen that way, and then we all get frustrated and usually want “more 
enforcement” to make the problems go away.

Let me give you some recent examples that made me think about this.

Building codes are constantly expanding in complexity, detail, and sheer book weight.  Budget increases to support 
these ever expanding codes are almost never considered, and the codes are routinely waved through without such debate 
because they involve “public safety.”  I have asked advocates of expanded codes, “How many more inspections will this 
cause?” and “How many more Correction Notices will happen?” Nobody knows and almost nobody cares.  Consider 
taxes.  Nobody talks about the cost to field more phone calls because of byzantine tax rule or considers the cost in time 

Jack C. Milarch, Jr.

continued on page 5
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EVP and CEO continued from page 4

and anguish for New Mexico business owners who run afoul of a hard-to-understand rule.  I have yet to find a legislator 
who has actually read the state’s horrible Gross Receipts Tax rules that have resulted from the tax system the Legislature 
created.

Now what?  If you agree with me that there’s a problem you might also feel that we should get on with fixing this.  My 
observation:  We aren’t even having the right discussion.  What needs to change?

First of all we must develop an accurate understanding of, and be willing to accept and support, reasonable administrative 
underpinnings for every rule and law we have --- new, old, and proposed.  As a long-time observer of the current 
legislative and regulatory processes in Santa Fe, I can tell you the analytical processes and political wills to do this are 
nowhere near being up to this task.  Yes, one party talks about “too much regulation and too many bureaucrats” more than 
the other, but in New Mexico, my observation is this problem really doesn’t change much based on who is in power.

Awareness of a problem is the first step to fixing a problem.  I propose we all insist that our various law and rule makers 
develop more accurate and realistic cost and impact analysis processes on what they are doing.  It will be a very difficult 
task, and we won’t like the conclusions, but if we can’t get this right, expect more “systems failure” news reports.

Lobbying Tax Deduction for 
2018 NAHB and NMHBA Dues 

In 1993 the U.S. Congress enacted the Omnibus Budget 
Reconciliation Act that contained provisions affecting 
trade associations.  The Act provided that taxpayers will 
no longer be able to deduct from their federal income 
taxes any portion of the association dues attributable to 
that association’s “lobbying activities” as an ordinary and 
necessary cost of doing business.

For 2018, NAHB estimates that the non-deductible 
portion of national dues — the portion that is applicable 
to lobbying — is 19%.  Thus, for a member who pays 
their NAHB dues of $198.00 in 2018, 19% or $37.62 
will not be eligible for deduction as a business expense.  
Similarly, for an affiliate member who pays their NAHB 
dues in 2018, 19% will not be eligible for deduction as a 
business expense.

For 2018, NMHBA estimates that the non-deductible 
portion of state dues—the portion that is applicable to 
lobbying is 8.6%.  Thus, for a member who pays their 
NMHBA dues of $145.00 in 2018, 8.6% or $12.48 will 
not be eligible for deduction as a business expense.  
Similarly, for an affiliate member who pays their 
NMHBA dues of $20.00 in 2018, 8.6% or $1.72 will not 
be eligible for deduction as a business expense.

For additional information on NAHB lobbying tax 
deductions, contact Eileen Ramage at 202-266-8243.
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Escalation Clauses in Contracts Can Help Control 
Damage from Rising Plywood Prices
The worst of the run-up in the cost of oriented strand board (OSB) and plywood may not have hit the construction market 
yet.  Prices are continuing to hit new high levels and the market is not predictable.

NAHB’s Building Products Issues Committee has provided association members with sample escalation clauses in the 
past that can help protect the bottom line against unexpected surges in the cost of lumber.

Under the two options provided, builders can include in their construction contracts language establishing that the home 
buyer will pay for unanticipated increases in the cost of the materials.

Builders are advised to have their own legal counsel review the sample language before actually incorporating it into their 
contracts.

Escalation Clause For Lumber

OPTION ONE

The house will require approximately ________ square feet of________ (describe material – plywood, OSB, other).  As 
of the date of this contract, the Builder’s cost of _____________ (describe material) is___________ (price) per thousand 
square feet, based on _____________ ____________(describe basis for determining cost - name of supplier).  The stated 
consideration to be paid under this contract is based on current material costs without margin for fluctuations in the price 
of _______ (describe material). The current market for _______ (describe material) is considered to be volatile, and 
sudden price increases could occur. The Builder does agree to use his best efforts to obtain the lowest possible price from 
available building material suppliers. But, should there be a substantial increase in the price of ______________ (describe 
material) purchased after execution of this contract for use in the construction of this house, in order to avoid inequities, 
the Owner agrees to pay this cost increase to the Builder. Any claim by the Builder for payment of a cost increase, as 
provided above, shall require written notice delivered by the Builder to the Buyer stating both the increased cost and the 
source of supply, supported by invoices or bills of sale.

Special Circumstances – Right Of Termination

Should there be a substantial rise in the cost of ________(describe material), exclusive of any other price changes, that 
would cause the total contract price to increase by more than _______(%) percent, the Builder shall, before making 
any additional purchase of ___________ (describe material), provide to the Buyer a written statement expressing both 
the percentage increase of the contract price and the dollar amount of the increase. The Buyer may then, at his option, 
terminate this contract by providing within ____ business days both written notice of termination to the Builder and 
payment to the Builder for all costs expended in performance of the contract up to the date of termination, plus payment of 
a prorated percentage of profits based on the percent of completion. Should both notice of termination and full payment, as 
provided above, not be forthcoming within ___ business days, the Builder may proceed to purchase the _______(describe 
material) at the increased price, and the Owner shall be required to pay the increased cost as provided herein.

Escalation Clause For Panelized Lumber

OPTION TWO

The house will require approximately ______ panels of_______ (describe material – plywood, OSB, other). As of the 
date of this contract, the Builder’s cost of ___________ (describe material) is_________(price) per panel, based on 
_____________ __________(describe basis for determining cost – name of supplier).  The stated consideration to be 
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Want a Great 
Marketing Tool?

3rd party verification of Green Build 
practices will give homes:

• More Comfort
• Better Indoor Air Quality
• Lower Energy Bills

Tax credits also available for homes 
certified at the Silver Level and above.

GREEN 
FOR GREEN

Build Green New Mexico
Certifying the Green & Sustainable 
homes from Builders & Remodelers 
across the State of New Mexico

Contact us Today:
Steve Hale:

Program Director
(505) 688 – 5335

bgnm@comcast.net
www.BGNM.com

November 2017

paid under this contract is based on current material 
costs without margin for fluctuations in the price of 
_______ (describe material). The current market for 
_____ (describe material) is considered to be volatile, 
and sudden price increases could occur. The Builder does 
agree to use his best efforts to obtain the lowest possible 
price from available building material suppliers.  But, 
should there be a substantial increase in the price of 
__________ (describe material) purchased after execution 
of this contract for use in the construction of this house, 
in order to avoid inequities, the Buyer agrees to pay this 
cost increase to the Builder. Any claim by the Builder 
for payment of a cost increase, as provided above, shall 
require written notice delivered by the Builder to the 
Buyer stating both the increased cost and the source of 
supply, supported by invoices or bills of sale.

SPECIAL CIRCUMSTANCES – RIGHT OF 
TERMINATION

Should there be a substantial rise in the cost of ________
(describe material), exclusive of any other price changes, 
that would cause the total contract price to increase by 
more than _____(%) percent, the Builder shall, before 
making any additional purchase of _____________ 
(describe material), provide to the Buyer a written 
statement expressing both the percentage increase of the 
contract price and the dollar amount of the increase.  The 
Buyer may then, at his option, terminate this contract by 
providing within ___ business days both written notice 
of termination to the Builder and payment to the Builder 
for all costs expended in performance of the contract up 
to the date of termination, plus payment of a prorated 
percentage of profits based on the percent of completion.  
Should both notice of termination and full payment, 
as provided above, not be forthcoming within _____ 
business days, the Builder may proceed to purchase the 
_____ (describe material) at the increased price, and 
the Buyer shall be required to pay the increased cost as 
provided herein.

WANT THESE CLAUSES E-MAILED TO YOU ?  Call 
the NMHBA office at 505-344-7072 or email your request 
to melanie@nmhba.org.  These contract clauses will be 
made available in Microsoft Word format.
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Installation of Leadership for The Building  
Contractors Association of Otero County

NMHBA is looking for high-quality photos of your work 
to feature on upcoming Housing Journal covers.

If you have a home or remodeled project that’s worthy 
of notice, we want to help you show it off!  Along with 
exterior and interior room shots, we’ll also accept photos 
of special features such as tile work, swimming pools, 
fireplaces, porches, etc.

Specifications:
- Vertical shot 8x10 or proportional
- Actual photo or on a CD (300 dpi, jpg or tif at final 

size)
- If the photo was professionally done, please obtain 

permission from the photographer.

You may deliver your photo(s) to our office anytime 
during business hours.  NMHBA will determine whether 
or not the photo will be used.  All photos will be returned 
to you.  Please contact Melanie Lawton at 505-344-7072 
with any questions.

Feature Your Work on a 
Housing Journal Cover

Pictured (Left to Right) are: Jack Milarch, EVP & CEO of NMHBA, Ken 
McGinnis, President-Elect, Classic Builders, Inc.; Rick McCracken, Associate 
Vice President, Morrison Supply Company; Jackie Higgins Secretary/
Treasurer, Morrison Supply Company; McChristie Curry, 2018 President, 
White Sands Construction Inc; Abe Moore 2017 President, Darnold Plumbing.

2017 BCAOC Builder of the Year: 
Harris Blankenship,  

National Construction, Inc..
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Transform Your Kitchen With 
Genuine Granite Countertops

... In ONLY ONE WEEK!

Natural Stone, Granite, Wood and Quartz Surfaces
from Albuquerque’s Premier Fabricator.

One Week Turn Around  |  Lifetime Warranty  |  Locally Owned Since 1963

Ask about our Builder’s Collection  
Starting at $39 / sq ft !

4741 Pan American Frwy NE, Albuquerque
505.345.8518 |  www.RMStone.com  |   

Calacatta Gold Marble
By Rocky Mountain Stone
Photo by Robert Reck

Calacatta Gold Marble
By Rocky Mountain Stone
Photo by Robert Reck

HUB International is a leading insurance and surety broker for 
the construction industry. We are known for our market-
specific expertise, comprehensive programs, exceptional 
service and cost-effective pricing. HUB International has 
extensive resources, regional specialists, risk management 
professionals and personal insurance advisors who are expert 
in addressing the needs of businesses and business owners. 

At your service across New Mexico.

ALBUQUERQUE

Daren Lewis    505-828-4162

CARLSBAD

David Long    575-361-0204

LAS CRUCES

Fred Trafton    575-524-8686

LAS VEGAS

PJ Wolff    505-690-7707

SANTA FE

Emily Mascarenas    505-660-1439

Does your insurance program have 
structural problems?

Put the proper framework in place 
with HUB.

2018 NAHB International 
Builders’ Show®

 
JAN. 9–11  

IBS EDUCATION & EXHIBITS  
ORLANDO  

JAN. 5–11 NAHB MEETINGS

There are countless reasons to attend IBS 
— the largest annual light construction 
show in the world.  IBS features more 
than 1,400 exhibits displaying innovative 
products, you'll learn new strategies from 
top industry experts and discover new 
techniques from construction demos.  
Everything you need to boost your business 
in 2018 awaits you at IBS.

 Register today @ buildershow.com
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FREE!
Estimates

Spray Foam • Fiberglass • Air Seal • Fire Safing

Residential • Commercial

505.345.1705
www.garrityinsulation.com
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continued on page 12

Are Buried Ducts in Your Future?
Craig Drumheller, NAHB Director of Construction Codes and 
Standards, presented a webinar in conjunction with the Department of 
Energy (DOE) on November 9th to let the construction industry know 
the 2018 International Energy Conservation Code includes prescriptive 
guidance for those who choose to bury ducts in the attic instead of 
conditioning the entire attic.  NAHB has been participating in research 
of this technique for at least 15 years, trying to solve the problem of 
condensation forming in summer months when ultra-cool refrigerated 
air is pumped through ducts in attics.  This may not seem like much 
of an issue for those with vented attics, but it has been a problem on 
the increase in more humid parts of the country, and even in the desert 
southwest in conditioned attics without venting.

The current NM Energy Code does not disallow the use of buried ducts, 
but does not specify conditions for performance and compliance, so many 
code officials don’t realize this is a viable option.  Drumheller estimates 
placing ducting within the attic insulation can save up to $4,000 over 
the cost of conditioning an attic.  And with the ducting buried under 
insulation, the air that comes out of the air handler at 55º will likely get 
to the outlet in the living space 7º cooler than if it were only covered with 
R-8 in an attic where the temperature could reach as high as 105º.  This 
could eliminate some of the call-backs for air conditioning systems that 
have been “right-sized” to keep the refrigerated air compressor costs 
low, yet barely able to keep up with cooling desires of occupants.  It will 
hopefully save the homeowner on cooling costs too.

The only downside to this technique appears to be the increased opportunity for condensation at the register boot near the 
supply outlet, as the attachment is usually not insulated.  However, the simple fix for this is to use a can of spray foam 
to insulate the register boot after the ducting is fastened in place.  The foam will also serve as added glue to fasten the 
ducting more firmly to the boot.

Because there was no guidance in the code on how to give performance-based compliance credit for utilizing this 
technique, some computer programs were actually cutting the energy efficiency rating for buried ducting.  Now that this 
technique is being discussed more with its inclusion in the 2018 IECC, both building inspectors and energy raters are 
aware of the benefits of this method and how to adjust the computer programs to account for buried ducting.

The R-8 that is required for all ducting does not allow builders to put in less insulation over 
the ducting when it is being buried, but the increased energy efficiency should be enough 
incentive on its own.  The insulation above and below the duct should total R-30 in attics, or 
R-19 between floors, not including the duct R-value.

The air handler must still be located in conditioned space.

The 2018 IECC has the following language for prescriptive use of this technique:
“R403.3.6 Ducts buried within ceiling insulation. Where supply and return air ducts are partially or completely 
buried in ceiling insulation, such ducts shall comply with all of the following: 
1. The supply and return ducts shall have an insulation R-value not less than R-8. 
2. At all points along each duct, the sum of the ceiling insulation R-value against and above the top of the duct, and 
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HOLISTIC ENERGY RATING SPECIALISTS 
WANTS YOU TO KNOW:
RESNET HERS RATERS & THE AppRAiSAl iNSTiTuTE

Have entered into an agreement to Produce 

THE GREEN & ENERGY EffICIENT AddENdUm 
as a home energy rating report for more accurate appraisal values.

“GET YOUR GREEN fOR YOUR GREEN!”

WWW.HOLISTICRATING.COm    Locally Owned & Operated Since 2007 • Member of the “Buy Local” Coalition.

New for aPPraisers resideNtial greeN ValUatioN tools
oUr emPloyees are Home eNergy raters 

accredited by resNet & eNergy star
New tools for Hers rater to aUto-PoPUlate greeN addeNdUm

stUdies sHow greeN eNergy efficieNt Homes caN add UP to 
6% iN accUrate aPPraisal ValUatioNs

CALL TOdAY (505) 235.0217

against and below the bottom of the duct, shall be not less than R-19, excluding the R-value of the duct insulation. 
3. In Climate Zones 1A, 2A and 3A, the supply ducts shall be completely buried within ceiling insulation, insulated 
to an R-value of not less than R-13 and in compliance with the vapor retarder requirements of Section 604.11 of the 
International Mechanical Code or Section M1601.4.6 of the International Residential Code, as applicable. 

Exception: Sections of the supply duct that are less than 3 feet (914 mm) from the supply outlet shall not be required to 
comply with these requirements.”

Building officials are generally friendly to new installation options that are 
being included in newer editions of the IECC, so this should not be a problem 
to introduce to local code officials.  As a last resort, the building official can 
approve it through R104.11 Alternative materials, design, and methods of 
construction and equipment.  The DOE’s Building America Solution Center 
contains a Guide that explains to the building official how ducts should be 
buried in attic insulation, and how to inspect to ensure they have been done 
correctly.  The guide for Ducts Buried in Attic Insulation is available online at 
https://basc.pnnl.gov/resource-guides/ducts-buried-attic-insulation.

The webinar is available online for viewing at https://www.energycodes.gov/
resource-center/training-courses/buried-ducts-advantages-challenges-and-
new-options-2018-iecc.

Buried Ducts continued from page 11
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The appliance dealer
contractors 

count on.

ABQ:  308 Menaul NE  .  505.889.3001  .  info@builderssource.com  .  builderssource.com

Where beautiful kitchens begin!
ALBUQUERQUE  .   SANTA FE  .   LAS CRUCES  .   EL PASO

You’ll LOVE what you see!
20+ dramatic kitchen settings to inspire, 
surprise & amaze you!

Whether you’re building or remodeling, you’ll fi nd nothing compares 
to our amazing showrooms.  All the newest name brand appliances 
for your kitchen, bar, laundry and patio are beautifully displayed, 
inviting you to touch, open and experience every feature and nuance 
fi rst hand.  Plus, your experience only gets better when you add in our 
professional delivery, installation and service.

Check us out.  Discover your choices.
You’ll never go anywhere else!

S E R V I N G  T H E  S O U T H W E S T  S I N C E  1 9 9 3

4 CONVENIENT LOCATIONS

New Mexico

Texas
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