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Chapter 1

The Building Site

ONE OF THE BIGGEST investments most people make is in a home. 
Ask any person on the street, and they’ll tell you — in detail — what 

their dream home would be. Most contractors try to put a little dream in 
every home they build. Some people dream of a huge country kitchen. 
Others visualize a cozy bedroom fi replace. What their dreams have in 
common is that the whole package has to be there. Not just the perfect 
kitchen or fi replace but, maybe the most important thing of all, the ideal 
setting. Even if our dreams take us to the Bahamas or Hawaii, what most 
of us seek is — location, location, location. So that’s what we’ll focus on 
fi rst in this book: selecting the right site at the right price.

Site selection costs are included in this book for speculative (spec) 
builders: those who buy land and build houses to sell for profi t, rather 
than those under contract to build for someone else. The cost of the build-
ing site isn’t a construction cost unless you buy it and build a house for 
subsequent sale. In that case, the site cost is factored in. This chapter will 
serve as a guide to evaluating site costs, which include the purchase price 
of the site, recording and legal fees, engineering fees for the survey, inter-
est, taxes, liability insurance and other expenses incurred before the house 
and lot are sold.

All too often, a spec builder is content to build a house without giving 
thought to possible disadvantages of the site. A wise builder knows what 
conditions add value to the fi nished home, and avoids any site that could 
reduce his profi t. 

When the house is fi nished and the property is appraised, the appraiser 
will look for:

 1. Growth/decline of the local housing market

 2. Where the property fi ts in the growth/decline pattern

 3. The appearance and desirability of the street or area 
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�  Estimating Home Building Costs

 4. Demographic and economic indicators for the area, such  
as population, employment opportunities, rate of growth  
or decline of the population and the reason why

 5. Accessibility to good schools, churches, shopping centers, 
recreation areas and public transportation

 6. Terrain

 7. Adequacy of water supply

 8. Adequacy of sewage disposal

 9. Mandatory preservation of trees on the site (trees can  
add as much as 25 percent to the appraised land value,  
in many locations)

The Move Back to the City
The move to the suburbs slowed a bit in the early 2000s, when fuel prices 

skyrocketed. Urban renewal has provided desirable neighborhoods, shop-
ping variety, nearby medical facilities, and a full range of cultural opportu-
nities. Urban construction generally has the advantage of immediate sewer 
and water connections, with streets, walks and utilities already in place.

However, there may not be many large building sites available in the 
city. If you intend to build more than one structure, you may only find 
lots that are scattered, rather than adjoining. You could have a tough time  
finding any prime sites, and may be forced to reconsider a site you once 
passed up. You may have to take a second look in older sections of town, 
as well as any vacant lot that has become a catch-all for neighborhood  
debris. Take another look at hillside sites that you once passed over. With 
adequate preparation, they could be the most profitable locations.

Never pay an inflated price for property based on a rumor that new 
industry is coming into the area. Check first to find out if the rumor is true. 
Your best resource for this information is the city planning department. 

Check sales of comparable lots in the area. Go to the county recorder’s 
office to find the most recent records of sale. Taxes paid on the transfer can 
help you determine a fair market price. Take along the legal description of 
the land in question. If the legal description and the name of the owner of 
the land aren’t available at the county recorder’s office, inquire at the local 
tax department. It also helps to have the names and addresses of surround-
ing property owners. The agency responsible for property taxes has the 
name and address of the owner of the property on file. For a nominal fee, 
anyone can check these records. 

The selling price of nearby sites doesn’t always tell you how much 
you should pay for a lot. That information just helps you get a ball-
park figure. A building site with the lowest price may turn out to be 
the most expensive to build on, in the long run. But there are also 

dq
art

de
sig

ns
@

gm
ail

.co
m



The Building Site  �

times when lots, reclaimed after on-site demolition, can be bought and  
developed into building sites for less than the surrounding lots. Esti-
mate your costs to develop the property, as opposed to building on more 
expensive sites. The expensive sites may end up being more economical in 
the long run. 

When looking for suitable lots in or near the city, keep in mind:

Ideally, a single-family house shouldn’t take up more than 
40 percent of the lot. Lot size should be adequate for the 
planned house, and shaped so that the structure can be 
situated without violating local building codes.

There should be easy access to (and circulation around) the 
building. When it’s completed, can the house be maintained 
without trespassing on adjoining property?

If required, there should be sufficient room for safe and 
sanitary installation of an individual water supply and 
sewage disposal system.

Zoning ordinances vary from community to community, but they’re all 
intended to protect the health and safety — as well as the investments — of 
residents. Zoning rules once fit on one piece of paper, with room to spare. 
Not any more. Zoning ordinances are multisection, multipage legal docu-
ments that include every conceivable exception and special requirement. 
Fortunately, they’re also readily available. Most cities and counties have 
planning departments or websites to help you find zoning ordinances. 

Check the Site Before Buying
Your goal is to build and sell a spec house quickly, when (or even  

before) it’s completed. It’s critical that you know as much as possible about 
the site before you buy.

Determine beforehand the type of house you want to build and the  
target price range. If your house is substantially more (or less) expensive 
than the average house in the neighborhood, you could have a problem 
selling it. That narrows the prospective market, so you’ll wait longer for a 
buyer. A good rule of thumb: price your house within 15 to 25 percent of 
the average price in the neighborhood.

A good neighborhood is always a plus at selling time. Buy in growing 
areas. Proximity to schools, shopping centers, public transportation, hospi-
tals and recreation areas are desirable to homebuyers. Vacant houses in the 
area may be signaling a declining market. You may find lower land prices 
near the proposed site of an airport or a future highway, but keep in mind 
that selling any house built there could be difficult, and will usually be at 
a lower profit margin.
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�  Estimating Home Building Costs

Always check with the local planning commission for zoning regula-
tions. Zoning regulations and deed restrictions may be the reason proper-
ties are sitting vacant, so know the area inside and out before purchasing a 
site. Don’t count on breaking the rules and getting away with it. 

City staff — and your neighbors — take zoning laws very seriously. 
Ask about future plans for the area that could affect your decision to buy 
in that jurisdiction. A building moratorium may be in place, or planned. 
If that’s the case, don’t buy the land until you get confirmation that the 
moratorium will be lifted by a specified date. Take an option on the land 
if necessary. Taxes, interest, and insurance are your financial responsibility 
the minute that property becomes yours. Finally, buying in a no-growth 
area can mean financial suicide: idle land is 100 percent liability.

If you’re buying land as an investment, answer the following questions 
before buying:

 1. Can you afford the monthly payments, taxes, and other 
assessments on the land until a house is built and the 
property is sold?

 2. Is the area expected to continue growing? Is that growth 
expected in the residential, industrial, or commercial sector?

 3. Are any highways planned through this area? 

 4. What are the future plans for zoning in the area? 

There are rarely opportunities to both select the lot(s) you want and  
orient the house(s) on-site for maximum energy efficiency and livabil-
ity. Some of the following types of property you initially rejected may be 
worth a second look:

Wooded areas are expensive to develop, but with careful 
planning, can become beautiful building sites. They’ll have a 
much higher resale value, if properly designed.

Bare land, or land with few trees is cheaper to develop and 
build on, but landscaping it can be expensive.

Hillside lots can have views that take your breath away. They 
can be developed into beautiful sites, but expect to have 
more than your breath taken away. Building to code here 
can be twice as expensive as construction on a flat lot. Not 
surprisingly, some of the most exclusive houses built today 
are on hillside lots.

Purchase Price of Site
You’ve found the land you want to purchase. What steps do you take to 

buy it?

 1. Hire a reputable attorney who specializes in land-use law.
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The Building Site 9

      COST ESTIMATE WORKSHEET FOR 
 ENERGY SAVING MATERIALS

Item Location R-Value Area, sq. ft. Cost Per Subtotal

11.1 Insulation
Ceiling - 1st floor area 30 624 @ 0.84 sq. ft. = $524.16

Ceiling - 2nd floor area 30 1,040 @ 0.84 sq. ft. = 873.60

Ceiling - garage 19 624 @ 0.56 sq. ft. = 349.44

Exterior walls 13 1,968 @ 0.32 sq. ft. = 629.76

Basement ceiling 13 1,040 @ 0.32 sq. ft. = 332.80

@ sq. ft. = 0.00

11.2 Storm windows = 0.00
(List on separate sheet and enter cost here)

11.3 Storm doors = 0.00
(List on separate sheet and enter cost here)

11.4 Other material = 0.00
(List on separate sheet and enter cost here)

Subtotal $2,709.76 $2,709.76
Sales tax @ 7.75 % $210.01

Total cost of material $2,919.77

11.5 Labor costs
R-13 3,008 0.16 sq. ft. = 481.28
R-19 - R-30 2,288 0.19 sq. ft. = 434.72
Total cost of labor 916.00 $916.00

Cost of energy saving materials (entered on line 11 of Form 100) $3,835.77
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 2. Verify that a clear title to the property exists.

 3. Check present and future zoning regulations for the area.

 4. Do your research. Is a highway, shopping mall, or industrial 
park intended for nearby property in the foreseeable future? 
Is the site under the fl ight path of a present or future airport?

 5. Is the site on or near a landfi ll or toxic dump site? Is there 
evidence the land could be chemically contaminated? 
If there’s a chance of toxic contamination, thoroughly 
investigate the property. 

 6. Know the present and projected tax rate.

 7. If there aren’t already service lines to the property, contact 
the utility companies about installing them.

 8. Research building codes, deed restrictions, easement rights, 
and any other building requirements for the land.

There’s a cost estimate worksheet for the building site at 
the end of this chapter. When completed, it can show you 
what the total cost of the building site will be when you sell 
the improved property. Any additional costs of the land, 
along with the purchase price, are included in your building 
site cost. These costs are explained in the following sections. 
If you build under contract for a landowner (who’s paying 
these additional costs), don’t make entries in cost lines 1.1 
through 1.7 on the Cost Estimate Worksheet.

Enter the purchase price of the land on Line 1.1 of your Cost Estimate Work-

sheet.* We’ll use a fi gure of $60,000 in our Example Cost Estimate Worksheet. 

Recording and Legal Fees
In many states, a lawyer must complete any real estate transaction and 

prepare and record the deed. The seller (grantor) normally pays for prepar-
ing the deed, but the buyer (grantee) pays to transfer the property, including 
the deed of trust (if there is one), the recording fee, his share of the transfer 
tax, and the title check (to confi rm a clear title).

The title should be free of any mortgages, mechanics liens, easements, 
or encumbrances that could infl uence your decision to buy the land.

If the building site is on a private road, determine the assessments for 
maintenance, snow removal, and utility lines. These fees add to the cost 
of the land. If the site is on a private street, make sure there’s a permanent 
easement to the property.

Enter the recording and legal fees on Line 1.2 of your Cost Estimate Work-

sheet. We’ll use a fi gure of $2,000 in our Example Cost Estimate Worksheet. 

the end of this chapter. When completed, it can show you 
what the total cost of the building site will be when you sell 
the improved property. Any additional costs of the land, 
along with the purchase price, are included in your building 
site cost. These costs are explained in the following sections. 
If you build under contract for a landowner (who’s paying 
these additional costs), don’t make entries in cost lines 1.1 
through 1.7 on the 

*You can fi nd Blank Cost 
Estimate Worksheets on the 
CD inside the back cover of 
this book. Make entries only in 
the underlined cells. 

*You can fi nd Blank Cost 
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10  Estimating Home Building Costs

      COST ESTIMATE WORKSHEET FOR 
 ENERGY SAVING MATERIALS

Item Location R-Value Area, sq. ft. Cost Per Subtotal

11.1 Insulation
Ceiling - 1st floor area 30 624 @ 0.84 sq. ft. = $524.16

Ceiling - 2nd floor area 30 1,040 @ 0.84 sq. ft. = 873.60

Ceiling - garage 19 624 @ 0.56 sq. ft. = 349.44

Exterior walls 13 1,968 @ 0.32 sq. ft. = 629.76

Basement ceiling 13 1,040 @ 0.32 sq. ft. = 332.80

@ sq. ft. = 0.00

11.2 Storm windows = 0.00
(List on separate sheet and enter cost here)

11.3 Storm doors = 0.00
(List on separate sheet and enter cost here)

11.4 Other material = 0.00
(List on separate sheet and enter cost here)

Subtotal $2,709.76 $2,709.76
Sales tax @ 7.75 % $210.01

Total cost of material $2,919.77

11.5 Labor costs
R-13 3,008 0.16 sq. ft. = 481.28
R-19 - R-30 2,288 0.19 sq. ft. = 434.72
Total cost of labor 916.00 $916.00

Cost of energy saving materials (entered on line 11 of Form 100) $3,835.77

Engineering Fees
If you’re unsure of property lines, a registered land surveyor can deter-

mine them for you. When the corners have been identifi ed, the surveyor 
uses permanent markers (rather than wooden stakes) to indicate their 
locations. These markers may cost more, but they’ll save you from having 
to resurvey if the wooden stakes are removed or broken off. Make sure the 
lot described in the deed is indeed the lot you intend to buy. People have 
built on the wrong lot. It’s not as hard to make that mistake as you might 
think. Don’t let it happen to you.

An engineer can give you a heads up on conditions that could affect 
construction costs. For instance, the property’s topography can affect 
excavation costs, driveway grade, walks and drainage. Plans for outdoor 
living areas may need revising if the topography isn’t user-friendly.

The building site should be free of hazards that could affect the struc-
tural soundness of the building, or the health and safety of the occupants. 
These include subsidence (excessive settling caused by unstable soil or 
high groundwater), fl ooding, and erosion. Underground springs produce 
hydrostatic pressure that can cause leakage in basement walls and fl oors. 
High groundwater means an additional expense to waterproof the 
basement, involving drain pipes, sump pumps, and waterproofi ng the 
foundation walls. Springs and high groundwater could necessitate raising 
the elevation of the fi nished fl oor.

Run-off can damage surrounding property. Many jurisdictions prohibit 
building any structure unless there’s an approved erosion and sedimenta-
tion plan in place. In fact, it could be unlawful to clear, grade, or otherwise 
change the contour of land without these plans. You may also be required 
to get approval before you remove or destroy trees, shrubs, or other plant 
life. The city engineer can give advice for your specifi c situation.

Here’s a little trick that could help in your situation. If you want to save 
money on storm sewers, use the smallest-diameter pipe permissible. A 
decrease in the size of the storm pipe decreases site development costs. 
When an on-site sewage system is required, the property must meet 
local sanitation requirements. Leave the job of designing the system to 
your engineer.

Enter the engineering fees on Line 1.3 of your Cost Estimate Worksheet. 

We’ll use $2,000 in our Example Cost Estimate Worksheet. 

Interest
Many contractors borrow money from a bank or lending institution to 

purchase land. That means interest payments from the time of purchase to 
the time the completed property is ultimately sold. If you borrow money 
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to buy your site, you could pay interest for over a year. And with the pres-
ent cost of building land, interest payments can be substantial. You need 
to decide if buying and improving a property is going to work for you and 
your fi nancial situation.

Guesstimate how long you’ll need the loan, based on your building 
schedule. Also consider how long it’ll take to sell the fi nished building. In 
a good market, you may be able to pre-sell the property. In a slow market, 
the property could be on the market for months after completion. To maxi-
mize your investment, you need answers to all the “what-ifs.”

Enter the estimated time of the loan (months) and the interest rate on 

Line 1.4 of your Cost Estimate Worksheet. We’ll use 12 months and 

7 percent in our Example Cost Estimate Worksheet. 

Taxes
Contact the tax assessor to determine if you’ll have to pay property tax 

on your building site before and during construction. Taxes are typically 
assessed on real property: land, improvements to land, structures, and 
certain equipment affi xed to those structures. Property is generally 
appraised at 100 percent of its fair market value, according to the highest 
and best use of the property. Fair market value is the price a buyer is will-
ing to pay a willing seller. Don’t assume that because there’s no completed 
structure on the site, you don’t owe any taxes. The amount of property tax 
you’ll have to pay depends on the length of time between land purchase 
and eventual property sale. Again, you’ll have to estimate this time period. 
Obviously, the more time it takes, the more taxes you’ll pay.

Enter the estimated property taxes (if any) on Line 1.5 of your Cost Estimate 

Worksheet. We’ll use 12 months and $100 a month in our Example Cost 

Estimate Worksheet. 

Maintenance
If you can’t start building immediately after purchasing the property, 

you’ll be responsible for maintenance of the site in the interim. You can’t 
just let the vegetation grow unchecked. In many areas, underbrush poses 
a fi re hazard, particularly in dry, desert climate areas. This was brought 
home during the California wildfi res. Maintenance costs generally depend 
on the length of time between the purchase of the land and when you start 
construction. You’ll need to estimate that time and, again, the longer the 
time, the more you’ll pay.

Enter the maintenance costs on Line 1.6 of your Cost Estimate Worksheet.

We’ll use 3 months and $100 a month in our Example Cost Estimate Worksheet. 
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12  Estimating Home Building Costs

      COST ESTIMATE WORKSHEET FOR 
 ENERGY SAVING MATERIALS

Item Location R-Value Area, sq. ft. Cost Per Subtotal

11.1 Insulation
Ceiling - 1st floor area 30 624 @ 0.84 sq. ft. = $524.16

Ceiling - 2nd floor area 30 1,040 @ 0.84 sq. ft. = 873.60

Ceiling - garage 19 624 @ 0.56 sq. ft. = 349.44

Exterior walls 13 1,968 @ 0.32 sq. ft. = 629.76

Basement ceiling 13 1,040 @ 0.32 sq. ft. = 332.80

@ sq. ft. = 0.00

11.2 Storm windows = 0.00
(List on separate sheet and enter cost here)

11.3 Storm doors = 0.00
(List on separate sheet and enter cost here)

11.4 Other material = 0.00
(List on separate sheet and enter cost here)

Subtotal $2,709.76 $2,709.76
Sales tax @ 7.75 % $210.01

Total cost of material $2,919.77

11.5 Labor costs
R-13 3,008 0.16 sq. ft. = 481.28
R-19 - R-30 2,288 0.19 sq. ft. = 434.72
Total cost of labor 916.00 $916.00

Cost of energy saving materials (entered on line 11 of Form 100) $3,835.77

We won’t include site clearance and preparation costs yet — they’ll 
be addressed in Chapter 3, when we discuss site cleaning, excavation 
and fi ll.

Other Costs
You may need to include other costs, such as liability insurance. As the 

landowner, you could be held liable for any accidents that happen on the 
property. If your site is on a hillside, heavy rainfall could cause a landslide, 
damaging property at the bottom of the slope. Or runoff from a rainfall 
could cause fl ooding of other properties. Be sure that you have suffi cient 
liability insurance — it’s worth its cost for the peace of mind it gives. 
This is especially true if you aren’t on site often, and don’t catch accidents 
waiting to happen. The total cost depends on how much time passes 
between the land purchase and property sale. Estimate how long you 
expect construction to take, and remember, the longer the time, the more 
cost you’ll incur.

Enter any other costs on Line 1.7 of your Cost Estimate Worksheet. We’ll use 

12 months and $100 a month in our Example Cost Estimate Worksheet. 

COST ESTIMATE WORKSHEET FOR BUILDING SITES
# Rate Subtotal

1.1 Purchase price of site $60,000.00

1.2 Recording and legal fees $2,000.00

1.3 Engineering fees $2,000.00

1.4 Interest 12 Months @ 7 % annual interest rate $4,200.00

1.5 Taxes 12 Months × $100.00 per month $1,200.00

1.6 Maintenance 3 Months × $100.00 per month $300.00
  (Clearing underbrush, etc. while lot is idle)

1.7 Other costs 12 Months × $100.00 per month $1,200.00
  (Liability insurance, assessments, etc.)

Total cost of site (entered on line 1 of Form 100)* $70,900.00

* Form 100 is the Cost Estimate Form used to compute the total cost of the house and 
building site  —  it is shown in Chapter 18 of this book. If the cost of the building site is not to be
included in the estimate, enter zero for the total cost of site. This will then be transferred to line 1 of Form 100.

Item Time

dq
art

de
sig

ns
@

gm
ail

.co
m


	001_002
	003_004
	005_012



