COST AND VALUE
REPLACEMENT COST – The replacement cost of a building is the total cost of
construction required to replace the subject building with a substitute of like or
equal utility using current standards of materials and design. These costs include
labor, materials, supervision, contractors’ profit and overhead, architects’ plans
and specifications, sales taxes and insurance. The major portion of the Marshall
Valuation Service is devoted to the development of Replacement or Reproduction
Costs by various methods.
REPRODUCTION COST – The reproduction cost of a building is the total cost
of construction
required to replace the subject building with an exact replica in all salient
characteristics or components.
With newer structures, the terms ‘reproduction’ or ‘replacement’ will be
somewhat synonymous,
while with older structures, a reproduction approach endeavors to replace with
like kind
where possible and is more akin to the Segregated Method. In the case of totally
obsolete or unavailable
components, a true reproduction in its strictest sense may not always be possible
or desirable.
PRINCIPLE OF SUBSTITUTION – An economic principle stating that the
price of a commodity tends to be no higher than the price of a substitute having
equal utility, available without undue delay. This is the basis of the Replacement
Cost approach to value, where the costs found in the Marshall Valuation Service
are obtained directly from the construction market. No system, whatever
its degree of sophistication or detail, can be better than the market-derived
information on which it is based.
VALUE – Value has many classifications and meanings for various appraisal
purposes. A few of these are Actual, Cash, Amenity, Assessed, Book, Capitalized,
Market, Economic, Depreciated, Historical, Intangible, Caprice, Loan, Physical,
Salvage, Leasehold, Tangible, and many others. In any kind of appraisal work, it
is necessary to know the value which is sought and to be sure that the value
concept used is in conformity with sound practice and general understanding.
Section 3 has a discussion of some concepts of value which may apply to a given
property interest. The Marshall Valuation Service deals primarily with the
development of Replacement Costs which may be used as an approach to any of
several concepts of value.
JUDGMENT -No book or service can be more than a guide to the appraiser.
Each cost must be considered in light of actual conditions encountered in a
specific appraisal. For example, the demand for a particular occupancy is so
strong that a premium is paid for the privilege of immediate occupancy or for the
chance of speculation.
The fact that some owners are willing, or are forced, to pay extreme prices
may not indicate true value. Speculators are building and buying on the premise
that someone will pay an even higher price. This does not necessarily mean that

building costs have gone up to the extremes indicated by the prices paid, but
simply that a larger economic profit is being made. Conversely, a distressed
market where temporary losses or foreclosures have forced prices to a depressed
level does not necessarily mean that building costs have gone down to the
extremes of auction prices, etc. If recent, reliable, actual costs of construction for
a particular building are obtained, they may be brought to date with the
Comparative Cost Indexes or Multipliers. Where superior or complex
construction is found, costs should be modified upward, remembering that the
costs represent group averages. Similarly, where inferior or unusually simple or
Spartan construction is found, costs should be reduced. Do not hesitate to modify
costs in the manual if such procedure seems logical; however, good judgment is
backed by experience and tempered by logical reasoning. This service, as with any
data source, can only be a guide to the thought processes of the appraiser, who
alone is finally responsible for the finished estimate of cost or value. A sound
report is predicated on a thorough and systematic inspection.

CLASS OF CONSTRUCTION a.k.a “GRADES”
The Assessor’s Opinion for Dwelling Grades:
E Grades: Cheap construction often built on a pier foundation with no more than one
full-bathroom, oil heat or wood stove heat, window units, limited insulation, limited
windows and doors, simple rectangle or square sketch with four corners, low pitch roof
or flat roof, no attic space. Style: mobile home, bungalow, cottage, converted
shed/garage.

D Grades: Better than E Grades with a cinderblock foundation, crawl space or
basement, one full bathroom and possibly one half-bathroom, oil heat and/or electric
heat with window units and/or central air-conditioning, mostly flues not fireplaces,
mostly insulated walls, limited windows and doors, simple sketch with four to six
corners, low pitch roof – not flat, some attic space, aluminum/vinyl siding. Style:
Bungalow, cottage, ranch, cape cod w/ limited dormers, farmhouses.

C Grades: Better than D Grades, the most common construction type most often with
highest volume of sales, cinderblock/brick/stone foundation, slab, crawl space or
basement, at least one full bath and one half bath but up to three full with one half baths,
HVAC heating and air, gas/ electric heat pump, generator, fireplaces(s), fully insulated,
windows arranged in almost every room, multiple exterior doors including garage doors,
simple to more complicated sketch with four to eight corners, medium pitch roof, good
access to attic, good vinyl often mixed with brick or stone siding. Style: Ranch, cape cod,
colonial, split level, split foyer, farmhouses.

B Grades: Better than C Grades, brick/stone/poured concrete foundation, crawl space
or basement, limited slab, at least two full baths but up to four full and one half baths,
HVAC heating and air, gas/ electric heat pump, generator, fireplace(s), fully insulated,

windows arranged in all rooms, multiple exterior doors including garage doors, simple to
complicated sketch with four to twelve corners, medium to high pitch roof, roof material
may be composition/ architectural shingle, heavy metal, or cedar shake, finished attic or
storage, brick/stone/hardie- plank mixed with very good vinyl siding. Custom
Style/local/regional builder: Cape cod, colonial, historic homes, modern/contemporary,
log homes.

A Grades: Very high quality construction, better than B Grades with reinforced
concrete foundation walls, steal support beams, heavy timber, very high craftsmanship
and noticeable attention to detail, often designed as part of a family estate property or
registered with the National Register of Historic Places, usually four to eight full
bathrooms or more, geothermal or radiant floor heat, often designed by well known
architect or engineering firm, multiple fireplaces and chimneys, library, media room,
parlor, or entertainment room, more than one granite/copper kitchen or kitchenette,
excellent arrangement of windows and doors with attention to detail and varying sizes,
complicated sketch with twelve or more corners, vaulted ceilings, marble and slate
interior floors, high pitch roof, roof material may be copper, slate, heavy metal,
cedar/cypress, finished attic with staircase and additional windows, elaborate brick,
stone, and thermal glass siding with terrace. Custom Style/local/regional/national
builder: Historic homes and estates, colonials, log homes, contemporary/ modern.

CLASS OF CONSTRUCTION
The Class of Construction is the basic subdivision in the Marshall Valuation
Service, dividing all buildings into five basic cost groups by type of framing
(supporting columns and beams), walls, floors and roof structures, and
fireproofing.
Class A buildings have fireproofed structural steel frames with reinforced
concrete or masonry floors and roofs.
Class B buildings have reinforced concrete frames and concrete or masonry
floors and roofs.
Class C buildings have masonry or concrete exterior walls, and wood or steel
roof and floor structures, except for concrete slab on grade.
Class D buildings generally have wood frame, floor, and roof structure. They
may have a concrete floor on grade and other substitute materials, but are
considered combustible construction. This class includes the pre-engineered
pole- or post-frame, hoop and arch-rib-frame buildings.
Class E buildings have frames, roofs, and walls of incombustible metal. This
class includes the pre-engineered metal buildings, including slant-wall and
quonset structures. In each class, there will be variations, combinations, and
subclasses, but for purposes of pricing, the major elements of the building should
be considered in selecting costs from the tables. Thus, if a building, which is
otherwise in Class B, has a wood or steel truss roof, the costs for the Class
B building may still be representative, or a Class C building may have concrete
plank floors. Interpolations may be made if the appraiser feels the building
overlaps two classes sufficiently or the Segregated Cost Sections may be used to
modify the cost. In most localities, some buildings are built which are hybrids in
construction, such as those with complete Class A framing, including columns
and girders, but with wood floor joists and sheathing. In all such hybrids, the
appraiser must judge whether to adjust the costs or interpolate between classes
and qualities.
CLASS FRAME FLOOR ROOF WALLS
A Structural steel columns and beams, fireproofed with masonry, concrete,
plaster, or other noncombustible material. Concrete or concrete on steel deck,
fireproofed. Formed concrete, precast slabs, concrete or gypsum on steel deck,
fireproofed. Nonbearing curtain walls, masonry, concrete, metal and glass panels,
stone, steel studs and masonry, tile or stucco, etc.
B Reinforced concrete columns and beams. Fire-resistant construction.
Concrete or concrete on steel deck, fireproofed. Formed concrete, precast slabs,
concrete or gypsum on steel deck, fireproofed. Nonbearing curtain walls,
masonry, concrete, metal and glass panels, stone, steel studs and
masonry, tile or stucco, etc.

C Masonry or concrete load-bearing walls with or without pilasters. Masonry,
concrete or curtain walls with full or partial open steel, wood, or concrete frame

Wood or concrete plank on wood or steel floor joists, or concrete slab on grade.
Wood or steel joists with wood or steel deck. Concrete plank. Brick, concrete
block, or tile masonry, tilt-up, formed concrete, nonbearing curtain walls.
D Wood or steel studs in bearing wall, full or partial open wood or steel frame,
primarily combustible construction. Wood or steel floor joists or concrete slab on
grade. Wood or steel joists with wood or steel deck. Almost any material except
bearing or curtain walls of solid masonry or concrete. Generally combustible
construction.
E Metal bents, columns, girders, purlins and girts without fireproofing,
incombustible construction. Wood or steel deck on steel floor joists, or concrete
slab on grade. Steel or wood deck on steel joists. Metal skin or sandwich panels.
Generally incombustible.
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