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Key Valuation Considerations

2018 –
16 storms with > $1 Billion damage each
$300 Billion total storm-related damages





Katrina – Real Estate Research

John A. Kilpatrick and Sofia Dermisi 
J. Real Estate Literature, 2007

Outlined the complexity of real estate research 
following the Katrina disaster
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Hurricane Hugo
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My House

Hurricane Hugo
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Extent of the Flooding
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Murphy Oil Spill –
Final Settlement

28 Plaintiff Law Firms – 6,200 Class Members

$330,126,000 settlement
$55 million for buyouts
$71 million for remediation

($51.8 million already paid)
$83.2 million “previous compensation”
$100 million “additional compensation”

Prior opt-outs could “opt back in”

http://www.murphyoilcorp.com/ir/katrina/pdf%5Csummary_notice.pdf



Katrina  Significant attention from tax assessors

Damage assessment
Heuristic models – little commonality, few standards
GIS plays a large part
AVMs and CAMA models



Adapted from Roberts, Jerry, Cynthia Braddock, and Rachel Parrinello, 
“The 1,000-Year Rain:  Lessons Learned in the Boulder, Colorado, 
Assessor’s Office”, Fair & Equitable, June, 2014, 3-12 



Changes in the Highest and Best Use of Property

Legal permissibility
Physical adaptability
Financial feasibility
Maximal productivity



Changes in the Highest and Best Use of Property

Lucas v. South Carolina Coastal Council
505 U.S. 1003 (1992)

Change in legal permissibility  change in HBU



Changes in the Highest and Best Use of Property

Tax Court rejected the opinion of the IRS’s appraiser that 
the HBU of a 37.8 acre “park-like” estate after 
Hurricane Camile was subdivision for real estate 
development... 

Tax Court rejected a taxpayer’s claim that the highest and 
best use of property after Hurricane Agnes was 
wasteland, when evidence indicated it was still being 
used for water recreational purposes…

Adapted from Smith, Kames K, and Barbara Lougee, “The Appraiser’s 
Role in Calculating Casualty Loss Deductions from Natural Disasters”, 
The Appraisal Journal, Winter, 2014, 27-36
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Changes in the Highest and Best Use of Property

Legal permissibility
Physical adaptability
Financial feasibility
Maximal productivity
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Plant Site

Charlevoix, Michigan















The Impact of Transit Easements on
Residential Property Values

Journal of Real Estate Research, 2007

John A. Kilpatrick
Ron Throupe
Andy Krause

Greenfield Advisors

John I. Carruthers
U.S. Dept. of Housing & Urban Development
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Application of Repeat Sales Analysis 
to Determine the 

Impact of a Contamination Event

Journal of Housing Research, 2006

John A. Kilpatrick
Greenfield Advisors LLC















The “Loop Current” around Florida





www.gulfspillvaluations.com





















Georges strikes lesser 
Antilles 9/15/1998



St Croix Alumina Plant





St Croix Alumina Plant
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physically possible

Market equilibrium disruptions
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Model efficiency
 Systematic models are preferred, to look at markets holistically
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294 strikes since 1851
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Appraisals versus Appraisal Reports
Standards of practice

USPAP
A.I. Guide Note 10

Reporting options (narrative, form)
Definition of value – market or something else?



Appraisals versus Appraisal Reports
Standards of practice

USPAP
A.I. Guide Note 10

“Appraisers need to be sure they have the competency 
level required to assess damage, if that is what they are 
being asked to do.”

Stephanie Coleman, MAI, SRA
A.I. Ethics and Standards Counseling



Appraisal Institute Guide Note 10 –

“…terrorist attacks, natural, and man-made 
disasters..”

Supply & Demand

“typical” motivations and “reasonable” 
exposure times



Appraisal Institute Guide Note 10 –

Market value?

Few, if any, comparable sales

Date of value? (Current?  Retrospective?)

Further damage?



Appraisal Institute Guide Note 10 –

How durable or sustainable is the value?

Communicate the relative reliability of the 
value determination.

Competency



Appraisals versus Appraisal Reports
Standards of practice

USPAP
A.I. Guide Note 10

Reporting options (narrative, form)
Definition of value – market or something else?



FEMA Issues

“Market Value” – Substantial Improvement / 
Substantial Damage Desk Reference

FEMA “50% Rule”  implications for appraisals





Adapted from Staebler, Patricia, “The 50% FEMA Rule Appraisal”, 
The Appraisal Journal, Fall, 2017, 261-273 



Adapted from Staebler, Patricia, “The 50% FEMA Rule Appraisal”, 
The Appraisal Journal, Fall, 2017, 261-273 
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Adapted from Staebler, Patricia, “The 50% FEMA Rule Appraisal”, 
The Appraisal Journal, Fall, 2017, 261-273 
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IRS Considerations
…the amount of the casualty loss deduction …lesser of the 

decrease in the FMV of the property or the property’s adjusted basis for tax 
purposes.

…if the property is used in a trade or business and is totally 
destroyed by the casualty, the loss is equal to adjusted basis of the 
property….generally its original cost, plus capital improvements, minus 
accumulated depreciation.

….an appraisal is necessary to substantiate the decline in the FMV 
of the property…IRC § 165(i)(4) indicates that “an appraisal for the 
purpose of obtaining a loan of Federal funds or a loan guarantee from the 
Federal Government as a result of a federally declared disaster…may be 
used to establish [i.e., substantiate] the amount of any loss” for a casualty 
loss deduction.

Adapted from Smith, Kames K, and Barbara Lougee, “The Appraiser’s 
Role in Calculating Casualty Loss Deductions from Natural Disasters”, 
The Appraisal Journal, Winter, 2014, 27-36



Dr. John Kilpatrick is an economist and real estate appraiser, and the Co-Managing Partner of 
Greenfield Advisors, specializing in economic market and valuation analysis, principally in 
real estate matters, headquartered in Seattle.  He also represents the citizens of Western 
Washington as a Director of the Washington State Economic Development Finance 
Authority.  From 2009 until 2015, he was a Visiting Scholar in Real Estate Finance at the 
Zicklin School of Business, Baruch College, New York City.

Dr. Kilpatrick holds a Ph.D. in Finance from the University of South Carolina, where he also 
taught Real Estate and Corporate Finance in the Moore School of Business.  He served as 
the founding Administrator of the South Carolina Supercomputer Network and as the 
Secretary/Treasurer of the Academic Coalition for Intelligent Manufacturing Systems, 
based in Washington, DC.

Dr. Kilpatrick is the author of four books and numerous journal articles.  He is a frequent 
speaker before national groups, including the U.S. Senate Subcommittee on Science, 
Technology, and Space and the National Trust for Historic Preservation.  His work in real 
estate finance has been the subject of recent articles in the New York Times, the Boston 
Globe, and the Wall Street Journal.  He is the co-author of “Brownfield Valuation” in the 
Lexis-Nexis Matthew Bender’s Brownfield Law and Practice and “Valuation in the ABA’s 
Brownfields 3rd ed.  In 2001, the National Park Service honored Dr. Kilpatrick by producing 
a monograph summarizing his work in the valuation of historic neighborhoods. 

His recent clients include the U.S. General Services Administration, the Hearst Family, the 
Japan Real Estate Institute, and numerous private investors, corporations, university 
endowments, trusts, and law firms.  
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