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 In most instances, state laws requires property be assessed at 
100% of it’s fair and reasonable market value. The fair and 
reasonable exchange between a willing buyer and willing 
seller. 



 There are a large variety of types of real estate. Cost Manuals 
are built as a guide for the assessor/appraiser to value for Ad 
Valorem purposes to provide uniformity and equity across the 
assessment jurisdiction. 

 Any good tool should be adjusted to be successful. These 
adjustments come from your judgment and professional 
awareness to achieve a fair market value on all property in your 
jurisdiction. 



 There are three recognized approaches to value
 Sales Comparison approach or Market approach
 Most accurate approach to value

 Income approach
 Is limited to income producing property

 Cost approach
 Can uniformly be applied to all types of improved property
 Provides a separate value for Land and Buildings



 Sales Comparison Approach aka Market Approach
 All three approaches rely on the market approach in some extent, 

each could be called market approach, therefore, we shall use the 
term sales comparison approach. 

 The Sales comparison approach is based on known sales similar to 
the subject property. The assessor/appraiser then proceeds to make 
adjustments for whatever factors are comparable. 



SUBJECT SALE #1 SALE #2 SALE #3

SALE PRICE -------------- $160,000 $163,000 $157,000

SALE DATE AS OF 
1/1/2021

1/1/2019 01/01/2020 01/01/2021

MARKET 
CONDITIONS

-------------- +10%  
$16,000

+5%  $8,150 0 ---------

LOCATION GOOD GOOD GOOD GOOD

SIZE 1800 SF 1640 SF  
+8,000

1,474 SF  
+16,300

1940 SF   -
7,000

AGE 2009 2014    -8,000 2014   -8,150 2009    0 

QUALITY GOOD VERY GOOD 
-8,000

EXCELLENT -
16,300

AVERAGE 
+7,875

TOTAL 
ADJUSTMENT

+8,000 0 +875

ADJUSTED 
SALE PRICE

$168,000 $163,000 $157,875

Time Adjustment = 5% per year



 SALES COMPARISON
 Other possible adjustment
 Basement
 Basement finish
 Plumbing
 Garage

 Pros
 Very reliable

 Cons
 Availability of sales
 Accurate interior data



 Income approach
 The income approach is a method of determining the present worth 

of future benefit. Most cost manuals are simply that… “Cost” Manuals 
and will need to be adjusted to your market. A knowledge of the 
Income approach is important. The income approach can be used to 
make adjustments and support the value established by the cost 
approach. 

 The formula for the Income approach is:
 Income / Rate = Value  commonly referred to as IRV
 However, in Residential we use Gross Rent Multiplier



MV = LV + IV

MV = Market Value

LV = Land Value

IV = Improvement Value

 

Improvement Value  =  Replacement Cost New - 
depreciation.



 Improvement Value
 Replacement Cost New – Depreciation

 Why do we grade properties? 
 To achieve RCN



LAND VALUATION



 Accurate Land Values are crucial to an effective assessment system
 Contributes to the accuracy of improved parcels to ensure owners 

pay their fair share in taxes. 
 Outdated land values contribute to inefficient growth

 Land and improvements are often valued separately.
 Land is non-wasting
 Improvements are wasting



RESIDENTIAL GRADING



 Cost Manuals often assume average or typical hard and soft 
cost. In many instances price ranges are given to assist the 
appraiser in making quality and quantity adjustments. The high 
and low ranges do not necessarily reflect the highest or lowest 
possible price for a particular item, but only show normal 
variation and price fluctuations. 









 HARD VS SOFT COSTS
 Hard (Direct) Costs
 Materials, products and equipment
 Labor
 Building Permits
 Contractor’s office & security fencing
 Temporary utility lines

 Soft (Indirect) Costs
 Architectural & Engineering fees
 Appraisal, consulting, accounting and legal fees
 Property (Ad Valorem) taxes during construction

Entrepreneurial profit may not be included in various cost manuals. 



 Grading consistently is EXTREMELY important!

 Because Cost Manuals are market adjusted cost manuals. The 
grade of a structure sets the Replacement Cost New. Therefore, 
there are times when a grade adjustment or “manual level” must 
be made.  

 Changes to costs occur over time.
 If the assessor/appraiser has changed a grade due to a sale, for 

example, and then the manual level increases the subject property 
may now be over assessed. 



 How do we know what manual level or grade adjustment to use?
 Cost and market are the closest when properties are new
 Sales of newer homes
 Costs from contractors



PIN Occupa
ncy

Year 
Built

Actual 
Cost

Time 
Adj

Adj 
Costs

RCN/M
anual

% 
Needed

01-01-100 Single 
Fam

2019 $234,650 4% $244,036 $273,150 89.34%

02-02-200 Single 
Fam

2020 $380,000 2% $387,600 $427,600 90.64%

03-03-300 Single 
Fam

2021 $196,200 0% $196,200 $227,300 86.31%

04-04-400 Single 
Fam

2021 $182,300 0% $182,300 $203,610 89.53%



 After determining the appropriate grade factor or manual level, 
the factor will be applied to the base prices in the manual. 

 This includes all components of the structure. House, garage, 
porch, basement finish, etc..



 Seven basic grades
 E – Executive Quality
 1 – Superior Quality
 2 – High Quality
 3 – Good
 4 – Average
 5 – Below Average
 6 – Sub-standard

 In some cost manuals, E or Executive Quality. This had been a 
separate manual that was discontinued in 2008.



 Seven basic grades
 In addition to the 7 basic grades there are subgrades. These are the 

+ and – on the grade adjustment schedule. 
 Sub grades are useful to give the assessor/appraiser more flexibility 

in determining grades. 
 Limits large percentage adjustments when moving from one grade to 

another. 



 E (Executive) Grade
 Prestigious. These homes exhibit extensive ornamentation or special 

design features of excellent quality material and workmanship. Many 
small assessment jurisdictions may never have a structure of this 
caliber constructed. 
 Money is no object. 
 Although residences at this quality level are inclusive of high-quality 

material and workmanship, and are somewhat unique in their design, these 
costs do not represent the highest cost in residential construction. 



 1 (Superior Quality) Grade
 These will also exhibit excellent quality materials and workmanship, 

but will be less prestigious than an E grade. Ornamentation and 
interior finish will typically be designed for the upper class. 



Marshall & Swift Residential Cost 
Handbook



Marshall & Swift Residential Cost 
Handbook



 2 (High Quality) Grade
 Architecturally pleasing designed for comfort and convenience. 

These structures will exhibit good quality appearance they will NOT 
consist of the excellent quality materials found in 1 and E grade 
structures. 



Marshall & Swift Residential Cost 
Handbook



Marshall & Swift Residential Cost 
Handbook



Marshall & Swift Residential Cost 
Handbook



 3 (Good Quality) Grade
 Typically lack the architectural frills found in higher grade 

structures, however, they will be a good and practical design and 
layout. The materials and workmanship will barely be above average. 
Areas with stringent building codes will typically require most 
structures to be built to this standard.  



Marshall & Swift Residential Cost 
Handbook



 4 (Average Quality) Grade
 These homes are constructed with average quality material and 

workmanship, with simple designs. These structures will be 
constructed to conform to the minimum building codes. 
 Cost tables in the Iowa Manual are designed to this type of construction. 



Marshall & Swift Residential Cost 
Handbook



 5 (Below Average) Grade
 Lower cost structures and are generally constructed to minimum 

specifications. They will typically be structures of rectangular design 
with no extras or ornamentation. Newer structures of this grade may 
only be constructed in areas with no or very limited building codes. 



 6 (sub-standard) Grade
 Sub-standard structures do not meet even the minimum building 

code requirements. They are often owner built using inferior finish or 
used material and exhibit low quality workmanship. Interior has 
minimal trim or lack trim altogether. 

 This might be lower
 than M&S poor.







 What’s in a grade?
 It is first important to compare the subject structure to other 

structures to similar occupancy to assure consistency in grading. 
 For example: 



 The following is a list of items to consider when attempting to 
determine a property grade. 



 Building Codes. 

 These can have a large impact on grading. Smaller jurisdictions 
don’t have codes other than state or federal codes. Some larger 
jurisdictions may have more stringent codes.

 Older buildings may not meet current building code 
requirements.

 This is one of the reason newer homes may have higher grades. 



 Quality of construction. 
 Will have the single largest impact on the grade of a building. 
 You may not be able to see all the signs of quality however, you will 

learn the signs if you don’t already know. If you can see quality in one 
area this is a good indication of quality in another, unseen area. 
 What are examples of quality?
 Type of ext walls
 Roofing materials or pitch of roof
 Number of windows
 Kitchen. Number of cabinets. Type of cabinets
 Flooring
 Finishes
 Other? 



Example

Windows:





 Quantity of construction
 The accumulation of extra components may indicate a higher grade. 
 More windows, doors, roofing material, electrical, plumbing, etc… 



 Fire Rated Construction 
 Applies more in commercial construction but can apply in 

residential. 
 Hollow core doors vs Solid Doors.
 Extra layer of drywall between attached garage and dwelling
 Stay in place forms aka concrete houses
 It is uncommon for fire rating to add one whole grade
 Concrete homes?
 Foundations?



 Framing
 This can add to the overall cost of a structure. Good framing will 

typically have good materials elsewhere such as thicker drywall and 
better quality mechanical items. 

 2x4 vs 2x6
 Modern conventional home building normally makes use of 2x4 lumber in 

constructing exterior walls. But 2x6 framing, which is a little more than 1.5 
times wider, is a common upgrade and is required by some 
local building codes

 Wood-framed houses have traditionally been built with 2x4 studs spaced 
16-inches on-center. Research has shown exterior framed walls can be 
adequately supported by 2x6 studs spaced 24-inches on-center.



 Mechanical items
 Electrical, HVAC and plumbing. The type and quality of these 

systems will impact the overall cost. 
 For example: zone heating is more expensive than single zone 

systems. 





 Fenestration
 Fenestration is the placement of windows and doors in a structure. 

The quality and cost of these items varies significantly. Quality 
should be considered but also the quantity of doors and windows in 
the grade.











 Shape
 The manual assumes all buildings are of a basic rectangular design. 

Structure with more corners, offsets and intricate designs can cost 
much more than a structure that is more square or rectangular. 









 High Performance Homes?
 There is no universal definition for High Performance Homes. The 

consensus in the industry is that a High Performance Home has a 
higher level of comfort, durability, indoor air quality, and lower 
energy use.

 LOWER COST OF OWNERSHIP

 IMPROVED INDOOR ENVIRONMENT

 MAXIMIZE ENERGY EFFICIENCY

 PRIME BUILDING MATERIALS

 HEALTHIER AIR QUALITY

 LESS MAINTENANCE

 INCREASED RESALE VALUE?



 High Performance Homes?

 2x6 Exterior Wall Construction
The upgraded framing materials used in this home provide more room for an increased amount of blown-in 
fiberglass insulation. With more insulation, your home is sealed tighter and better protected against the elements.

 Zip System Weatherization
ZIP System sheathing and tape streamlines the weatherization process with an integrated water- and air-resistive 
barrier that delivers unmatched moisture and air protection.

 Blown-In Fiberglass Insulation
Owens Corning blown-in fiberglass insulation provides best-in-class protection, a high R-value/inch, excellent 
sound attenuation characteristics and outstanding fire performance.

 50 Gallon Electric Water Heater
Your 50 gallon water heater makes sure that when you turn on the shower, you don't wait. If it's time for a bath, the 
water is hot as long as you need it, while still maximizing energy efficiency.

 Whole Home Humidifiers
Iowa's unpredictable weather brings damaging dry air into a typical home. Whole home humidifiers improve indoor 
air quality and automatically manages moisture levels in your home. Along with more efficient comfort and health 
benefits for the homeowner, maintaining a proper indoor humidity level protects natural materials like wood 
flooring, cabinetry and furniture.

 Icynene Spray Foam Insulated Rim Joist
The rim joist is where the home's wood framing meets the top of the foundation walls. In a typical home, the rim joist 
area is a huge source of energy loss, but we go the extra mile by insulating the rim joist with Icynene spray foam.

 Passive Radon Protection
Installed in the basement, the passive radon system uses in-line fans to create suction that safely draws radon gas out 
of the soil and vents it out and above the home.

 Separated Irrigation Meters
Save money by separating the type of water being metered to keep your lawn healthy.

 200 Amp Electrical Service
The typical standard for modern usage is 100 amps, but we give you extra juice. With a 200 amp panel, more circuits 
can be connected, which gives you more versatility.



 Age
 Age might influence cost. 
 What is considered average construction has changed through the 

years. Modern buildings are usually constructed with more 
plumbing fixtures and electrical outlets than buildings constructed 
many years ago. 

 However, some newer construction has seen a decrease in the 
quality of interior and exterior finished as compared to older 
structures 

 Old structures of low quality will tend to show more signs of age
 Old structures of high quality will tend to retain more of their original 

appearance
 Be careful not to Grade the Condition of the home. These are two 

separate adjustments. 



Both homes in the same 

Neighborhood in 

Des Moines are sold

for approx. $1M One built 

In 1918 and one in 2014.

5235 Waterbury Rd
Sold 11/23/2020 $1,075,000 
4901 Waterbury Rd
Sold 2/4/21 $950,000



 BREAK?











































































 2020 Assessed for $2,936,400

 2021 Assessed for $2,882,000

 Sold for $2,699,900 which included $300,000 PP (Furniture)

 Linn Co office was at this property in August of 2020 after it sold 
and spoke with new owners

 3187 Feather Ridge Rd, Toddville, IA























































You can look at grading like this:

 6 grade I wouldn’t live in

 5 grade I would rent

 4 grade I live in

 3 grade I hope to move up to

 2 grade I have a boss that lives in one

 1 grade I will never live in

 E grade I will live in when I win the lottery



TEN PITFALLS OF GRADING:
 Grading the condition
 Grading by size only
 Not using Grade 1 or E (or +/-)
 Not using Grade 6
 Being influenced by individual sales
 Letting your personal likes & dislikes influence 
grade
 Grading obsolescence
 Grading interior decorations, rather than 
construction
 Grading on raining days-letting weather influence 
you
 Grading with a hangover











































 What happens if we grade differently?

 Different between jurisdictions is acceptable
 The manual levels could be different depending how different 

markets are.

 Inconsistent grade within a jurisdiction can create inequities
 If you change one property you should be changing/verifying them 

all. 



 METAL POST FRAME AND METAL WOOD FRAME DWELLINGS
 These can vary significantly in design. In the 2020 manual metal post 

frame and metal wood frame dwellings assume interior finish which would 
be similar to quality and design to that of a conventional stick built 
dwelling.

 Metal Post Frame:
 Lacks a perimeter foundation. Characteristics of a metal post frame dwelling 

are…
 1 – Lack perimeter foundation
 2 – wood post construction with girts and purlins 
 3 – enameled metal panel exterior walls and roof

 Metal Wood Frame:
 Has a perimeter foundation into the building design. Characteristics are…
 1 – perimeter foundation
 2 – wood post construction with girts and purlins anchored to the foundation or 

traditional wood stud construction
 3 – enameled metal panel exterior walls and roof



 METAL POST FRAME AND METAL WOOD FRAME DWELLINGS
 These types of structures  appear to be metal shop type structures with a 

portion finished. Use the appropriate tables in the manual for pricing. 
However, these structures can present unique pricing challenges. 

 The living area portions should be priced as a dwelling using the 
appropriate tables.

 The garage or shop areas can utilize the metal/post frame, metal/post 
frame high bay, metal wood frame or metal wood frame high bay pricing 
options found in the attached garage pricing tables. The garage tables in 
the 2020 manual include multiple adjustments to capture metal liners, 
interior finish, heating, etc… These items are common in these 
structures.

 The assessor/appraiser may choose to price a large shop area from the 
metal warehouse, metal light manufacturing or steel utility building 
tables in other sections of the manual.

 The second option for structures with limited living area is to price the 
entire structure from the metal warehouse, metal light manufacturing or 
steel utility pricing tables and add for interior living quarters. 

 Please stay consistent within your jurisdiction



*Is metal framing but priced as
wood frame































CONDITION / DEPRECIATION









 Condition is the physical state of repair for a dwelling. There 
may be multiple conditions available in your CAMA system or 
Cost Manual. An older dwelling that has had normal 
maintenance through its years is in normal condition.  Other 
conditional relationships are measured against the benchmark 
of normal.  An example would be a pre-WWII dwelling with 
considerable remodeling both inside and outside.  Its condition 
might be above normal (AN), good or very good (VG) according 
to it age.  Without making specific calculations, one can look at a 
rating chart to measure the relationship of normal condition to 
the dwelling being subjectively rated. 



 In short Condition drives the physical depreciation of a 
property.
 Depreciation is the loss in value due to normal wear and tear due to 

the passage of time. 
 The degree of physical depreciation may be contingent upon factors
 Original quality
 Extent the structure has been maintained or neglected. 



 Often physical depreciation alone cannot explain the difference 
between RCN and market value. 

 A second type of depreciation is Obsolescence. 

 Obsolescence is defined and the reduction in usefulness or 
desirability due to a specific feature. 

 Two types of Obsolescence
 External
 Functional



 Functional Obsolescence is the loss in value from within the 
property itself.
 Examples:
 Poor Room arrangement
 Lack of plumbing
 Too few or too many rooms
 ??



 Functional Obsolescence



 Functional Obsolescence



 Functional Obsolescence
 2 types of Functional Obsolescence
 Curable and Incurable

Incurable Obsolescence relates to the cost to cure. An item may be 
changed or cured however, the cost was greater than the market value of 
the improvement
 Example: Layout. The only bathroom located through a bedroom. 

Curable Obsolescence can be cured and the owner will recoup the costs in 
the market
 Example: Older 3 bedroom home with only 1 bathroom. Adding a 2nd 
bath may make the property more desirable, thus recouping the cost to 
cure. 



 Functional Obsolescence



 Functional Obsolescence?



 External Obsolescence is the loss in value due to outside 
factors.
 Examples:
 Manufacturing facility constructed adjacent to property
 Heavy traffic area near by
 Property located in a declining neighborhood
 Common in the Midwest is a dormant community due to loss in local 

businesses. 



 External Obsolescence



 External Obsolescence



 External Obsolescence







 External Obsolescence
 Hog Confinements?
 Wind Turbines?
 Greenfield Advisors April, 2019 article states between 0% to 35%
 Track your market to determine the conditions in your jurisdiction

 Cell Towers?



 There are five basic groupings defined to help determine a condition.  
Below is a list of components used to assist in your subjective weighting:

 1. Exterior:  roof, insulation, siding, paint and windows;

 2. Interior:  walls, ceilings, floor covers and basement finish;

 3. Mechanical:  Heating, air conditioning and electrical;

 4. Kitchen:  cabinetry, built-in appliances;

 5. Bath:  rough-in plumbing, piping and fixtures;

 While the above list is not a complete list of components, it is intended for 
use as a guide.



 Many times a dwelling has a combination of two or more of the 
above groups in various states of repair.  If you compare the 
normal condition of a dwelling with its actual condition, you can 
judge it the same as comparing a subject (normal) with its 
comparable sales.  Determine if the subject is in superior or 
inferior condition as compared to normal depreciation.  Some 
consideration may be given to how recently components were 
replaced or remodeled.  However, it can be generally accepted 
that recent should be within the past five years.





 In the previous example, the condition was inferior by 3%.  
Because it was inferior to normal condition, then 3% would be 
added to the amount of normal depreciation.  Now you can look 
at the depreciation chart for the age of the dwelling and add 3% 
to the amount in the normal column.  Or from the above chart, 
3% is not enough to change the condition to Below Normal (BN).  

 Observed condition will normally have to be used whenever an 
old dwelling has been extensively remodeled.  In addition, near 
uninhabitable conditions will also need to be depreciated by 
observation.

 Many rules-of-thumb could be developed for mass appraisal by 
the experienced appraiser.  But since uniformity in assessments 
is a primary goal in mass appraisal the appraiser should apply 
his/her judgment of condition uniformly to all properties to 
produce the best results.



 When to change a Condition?
There are a few major components of a dwelling that effect condition. 
 Roof     
 Kitchen Remodel
 Siding     
 Heating and Cooling
 Windows    
 Bath Room Remodel
 Foundation    
 Floor Coverings
 Interior Remodeling   
 General Up Keep

 Combination of 2 or 3 of the above items?



 CONDITION PHOTO DISCUSSION



































February of 1998 for $100,000
June of 2019 Sold for $17,000



February of 1998 for $100,000
June of 2019 Sold for $17,000
May of 2020 Sold for $212,500
After being totally gutted and remodeled
Polk Co has Very Good Condition
2021 AV = $204,100



















 Interior Updates:
 Carpet throughout
 Paint
 Bathroom flooring
 New tub and surround
 Kitchen cabinet pulls
 HVAC and Water Heater are 5 years old.
 New electrical panel November 2020









 The exterior remains the same for now. Did these updates 
change the condition of the home?

 What would a possible new condition be for this property?

 Was there curable functional obsolescence that was cured?

 What future enhancements will change the condition?
 Roof
 Siding
 Windows

 Sold 1-26-2017 before updates for $171,500
 Sold 11-13-2020 after some updates for $200,000
 2021 AV = $194,600



























 Is this a grade issue?

 Is this a condition issue?

 Is this Functional Obsolescence?
 Curable?
 In-Curable?



Condition can be subjective and could vary between jurisdictions. Depending on 
your cost manual and CAMA system; New dwellings are set to Normal as they are 
in Normal condition for their age. Approximately 95% of homes with normal 
maintenance up to 15 years old are still in Normal condition. There are always 
exceptions. Older dwellings with normal maintenance, such as the roof being 
replaced when needed, painted when needed, floor coverings replaced when 
needed but have not been updated to modern standards can still be in Normal 
condition for their age. Again, there are exceptions to this.

 If two or possibly three items from the above list have been upgraded within the 
past decade, I would consider increasing the condition. 

 If two or possibly three items from the above list have deferred maintenance or 
are deficient in some way then I would consider decreasing the condition.

 If you have a dwelling with a combination of improvements while other 
components are deficient those may cancel each other out and a change in 
condition may not be necessary.



 Excellent – The structure has had substantial remodeling for its 
age.
 Very Good – The structure has had significant updating for its age. 

More components upgraded.
 Good – The structure has had more updates than typical for its age 

and a few components upgraded.
 Above Normal – The structure has had more than typical 

maintenance. Some components upgraded.
 Normal – Normal for the year the dwelling was built. May have had 

normal maintenance over the years.
 Below Normal – The structure has some deferred maintenance. 
 Fair – The structure has a bit more deferred maintenance. 
 Poor – The structure has significant deferred maintenance.
 Very Poor – The structure has a great deal of deferred maintenance. 

May still be livable. 
 *These are only guidelines. More precise guidelines and procedures 

should be established by the jurisdiction. 



 In conclusion…. 



 Grade affects the RCN of a property by applying the grade 
multiplier.
 Grade Multiplier will change based on the manual level.

 Condition drives the depreciation of a structure.
 Depreciation is subjective and can change as the structure ages and 

is updated or remodeled.

 Grade and Condition work in conjunction to derive at an estimate of 
value.

 Accurate land values are important to determine the accurate 
Depreciation of a structure.
 If costs are too low in M&S you may need to add value in the 

neighborhood factors. 
 Do you use positive neighborhood factors?



 5 Steps of Field Review

 1 - Set Grade

 2 - Set Condition

 3 - Check Land for Excessive Frontage

 4 - Check size of dwelling for Oversize 10%, 15% or 20%

 5 - Vacant Rate on Land



QUESTIONS



Thank you!
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