








However, market value for property can be different than that of the building itself. Market
value of developed property varies widely due to the desirability of its location. For example,
two houses of similar size, quality and condition will have far different prices if one is on the
coast, or in the best school district, or closer to town than the other—but the value of the
building materials and labor that went into both houses will be nearly the same.

For the purposes of determining substantial improvement, market value pertains only to the
structure in question. It does not pertain to the land, landscaping or detached accessory structures
on the property. Any value resulting from the location of the property should be attributed to the
value of the land, not the building. |
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Items to be included

— Al structural elements, including:

— Spread or continuous foundation footings and pilings

— Monolithic or other types of concrete slabs

— Bearing walls, tie beams and trusses

— Floors and ceilings

— Attached decks and porches

— Interior partition walls

— Exterior wall finishes (brick, stucco, siding) including painting and moldings

— Windows and doors .

— Reshingling or retiling a roof

— Hardware

— All interior finishing elements, including:

— Tiling, linoleum, stone, or carpet over subflooring

— Bathroom tiling and fixtures

— Wall finishes (drywall, painting, stucco, plaster, paneling, marble, etc.)

— Kitchen, utility and bathroom cabinets

— Built-in bookcases, cabinets, and furniture

— Hardware

— All utility and service equipment, including:

— HVAC equipment

— Plumbing and electrical services

— Light fixtures and ceiling fans

— Security systems

— Built-in kitchen appliances

— Central vacuum systems

— Water filtration, conditioning, or recirculation systems

— Cost to demolish storm-damaged building components ‘

— -—- Labor and other costs associated with moving or altering undamaged building
components to accommodate improvements or additions

— -—- Overhead and profits

Items to be excluded

— Plans and specifications

— Survey costs

— Permit fees

— Post-storm debris removal and clean up
— Outside improvements, including:

— Landscaping

— Sidewalks

— Fences

— Yard lights

— Swimming pools

— Screened pool enclosures

— Detached structures (including garages, sheds and gazebos)
— Landscape irrigation systems

Figure 8-1. Items included in calculating cost of the project-

Substantial Improvement/Damage

8-8




Acceptable estimates of market value can be obtained from these sources:

e An independent appraisal by a professional appraiser. The appraisal must exclude the
value of the land and not use the “income capitalization approach” which bases value
on the use of the property, not the structure.

o Detailed estimates of the structure’s actual cash value— the replacement cost for a
building, minus a depreciation percentage based on age and condition. For most
situations, the building’s actual cash value should approximate its market value. Your
community may prefer to use actual cash value as a substitute for market value,
especially where there is not sufficient data or enough comparable sales.

e Property values used for tax assessment purposes with an adjustment recommended
by the tax appraiser to reflect current market conditions (adjusted assessed value).

e The value of buildings taken from NFIP claims data (usually actual cash value).

e Qualified estimates based on sound professional judgment made by the staff of the
local building department or tax assessor’s office.

Some market value estimates are often used only as screening tools (i.e., NFIP claims data
and property appraisals for tax assessment purposes) to identify those structures where the
substantial improvement ratios are obviously less than or greater than 50 percent (i.e., less than
40 percent or greater than 60 percent). For structures that fall in the 40 percent to 60 percent
range, more precise market value estimates are sometimes necessary.
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