T

CorelLogic

Commercial Cost
Valuation —
Marshall & Swift

Northeast Regional
Association of
Assessing Officers

May 23, 2017

5/15/2017
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Your Instructor
James R. Siebers (Jim)

+ Content Strategist with CoreLogic®

+ 34 years in the Property Assessment Profession

‘ CoreLogic
Commercial Cost Valuation

Objectives

+ Basic understanding of CoreLogic research methods

+ How to navigate quickly through the Marshall & Swift® Valuation Service cost
manual

+ Learn about Marshall & Swift Cost methodologies in simple to follow formats,
which allow users to quickly apply newly learned techniques
+ Review Commercial Estimator & SwiftEstimator™
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Commercial Cost Valuation

Corelogic Overview

+ CorelLogic has been in business for over 7 years
+ Corporate headquarters in Irvine, California

+ Approximately 6500 employees

+ Marshall & Swift product provides construction and re-construction cost data to
virtually anyone who needs it

+ Corelogic is a leading residential property information, analytics and services
provider, acquired Marshall & Swift/Boeckh, a leading provider of residential and
commercial property valuation solutions.
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Commercial Cost Valuation

Preface

+ The Marshall & Swift Valuation Service (MVS) is a complete cost guide based on
today’s technology and building code for local construction. This data is broken
down into three main sections

Calculator Method: Quick and simple way to value a structure such as Apartments, Stores,
Warehouses, Offices, etc.

Segregated Method: Component by Component build-up of the structure such as foundation,
frame, electrical, etc.

Unit In Place: Individual costs of items such as storage tanks, piping, prefabricated buildings,
golf courses, etc.
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Commercial Cost Valuation
Today’s Goal

+ Learn about Marshall & Swift's Cost Research
+ Spend less time and get better information.

Speed through the details with confidence.

Greater accuracy in your reports.

Greater understanding of the cost approach as done with Marshall & Swift.

t CoreLogic

Commercial Cost Valuation
Agenda

+ History of Marshall & Swift including Cost Research

+ Layout and Contents of the Marshall & Swift Valuation Service Book/Commercial
Estimator Software

+ 3 Steps to a Cost Approach Appraisal

+ Appraisal Example - 3 Methods, one conclusion

+ Questions and Answers
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Commercial Cost Valuation

Introduction

+ Proper understanding of this manual allows it to be used as a dependable tool
that will help you obtain an accurate replacement cost of most structures and
components.

+ Knowing what occupancy and quality to use is paramount to the accuracy of the
cost as a whole.

+ These costs are from the general contractor to the owner/entrepreneur and are
installed prices.

+ These costs are for the building only, all yard improvements, furniture, fixtures
and equipment need to be added separately.

5/15/2017
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Commercial Cost Valuation
Corelogic — Cost Research

+ Cost Research provides information to:
Insurance / Underwriting (Majority using both Residential & Commercial)
Insurance Claims & Restoration Contracting (Nearly 20,000 users)
Real Estate Appraisal
Banking (required source)
Construction
Government

Assessment (more than 80% assessors use us)

Home Inspection

‘ CorelLogic

Commercial Cost Valuation
Component Based Estimating Methodology — Introduced in 1983

+ Recognize that almost all structures can be broken
down into similar construction components. These
components may be built differently or comprised of
different materials; however, they serve the same
purpose in the construction and finish of a building.

+ Refer to these categories as Assemblies.

Site Preparation Ceiling Finish
Foundation Plumbing

Interior Foundation Electrical
Foundation Wall Heating Type
Structural Floor AC Type

Floor Finish Fire Protection
Exterior Wall Elevators
Framing Parapet/Overhang
Partition Miscellaneous
Roof

‘ CoreLogic
Commercial Cost Valuation

Conversion of Assemblies into Formulas

Material Price \m-;\

@’ Crew Rate /
— Productivity Factor
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Commercial Cost Valuation
Data Team & Research

+ Expertise in Data Team — Now called Enterprise Data
Group
Architects, Engineers, Builders, Material Specialist, Appraisal
backgrounds — Data Geeks!
Team has 350 years of combined Marshall & Swift service ~
12 years average length of employment

Over 500 years of building experience
+ Research — Formalized Methodology for over 80 Years

Independent collection by staff members
Collected and reported at 5 digit Zip Code localization
Collect by various methods:

phone, mail, internet, data feeds, field, independent research
Researched daily, Data updated monthly
Collection schedule based on material volatility and
percentage of impact on total estimate value
Multiple Sources for each data element; cost is a blended
price of three local sources:

Mom & Pop, Local Retailer and Big Box)

‘ CoreLogic

Commercial Cost Valuation
Marshall & Swift Cost Research

+ CoreLogic monitors labor wages, material and equipment costs for 2,629
locations nationwide.

+ This ensures a 50 miles maximum radius specific cost accuracy.

‘ CoreLogic

Commercial Cost Valuation
Collected Data

Building Codes

Construction Fees Building Permit Costs Market Conditions

5/15/2017
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Commercial Cost Valuation
Total Components Estimating

Total Structure Loss
(Underwriting)

1 Repair, Remodel

j_ and Restore

Partial Loss
(Claims)

Entire Building
Systems

Assemblies

Labor, Material,
Equipment, Soft Costs

Combination of these Data Elements create the Building Cost Database > 100,000 line
items of construction.

Total Comp imati hodology is used for all building types:
Residential (single family home, multi-family, condo, townhouse,
mobile/manufactured) plus Commercial & Agricultural.

‘ CoreLogic

Commercial Cost Valuation
Marshall & Swift Cost Research

+ Database: Material/Labor/Equipment
+ Components/Assemblies/Systems/Occupancies
+ We continually collect Material data from three sources from called locations
Ready Mix Concrete, Concrete Block, Brick, Drywall, Structural Steel, Steel Deck, Asphalt
Roofing, Re-bars, Galvanized Pipe, Copper Wire, Plywood, Lumber, Copper Pipe, PVC Pipe,
Sand/Gravel, Aluminum, Milled Lumber, Steel Studs, Glazed Tile, Felt Roofing, Fiberglass
Insulation, Polystyrene Insulation, Plate-Glass, Exterior Paint
+ Labor wages are surveyed from Local Union Halls and District Councils. We also
collect Prevalent wage rates from State Labor Departments and from the Internet,
advertisements, etc.

+ Equipment costs are also researched and updated in the same manner (cranes,
mixers, backhoes, etc.)

+ Cost data (material, labor and equipment) is updated monthly

€ corerosic

Commercial Cost Valuation
Marshall & Swift Cost Research

+ Monthly cost information updates

+ Research in 2629 zip code groupings nationwide
+ In excess of 100,000 line items of construction

+ 75 local wage rates

+ Crew size, productivity, soft costs, code variations
+ Specialty items (Hillside Foundation)

+ Over 2,000 material selections

+ Over 50 dynamic Knowledge Tables

+ Component Technology exclusive to CoreLogic
+ Thousands of modern assembly costs

+ Accurate costs for all vintages

+ Historical Data back to 1902

5/15/2017
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Commercial Cost Valuation
Marshall & Swift Cost Research

+ Localization also includes geographic analysis which takes into consideration
building characteristics that are inherent to the geography. Geocoding accounts
for how a building should be built (specifications needed to build).

+ Proper valuation of buildings cannot be achieved if the following codes are not
geography specific:

Seismic Zone, Wind Speeds

Frost Penetration, Insulation Requirements
Average Heating & Cooling Days

Snow Loads

Fire Zone Requirements

+ These geographical parameters work like overlapping transparencies and are
filtered through a set of rules to revise construction characteristics such as:

Excavation and Footing depth

Framing reinforcing
Ceiling/ Roof, Wall and Floor Insulation

‘ CoreLogic
Commercial Cost Valuation

Marshall & Swift Cost Research

High Worth Market Monitoring

+ CoreLogic monitors areas where higher markups and productivity are needed for
high value construction.

+ There are over 3,336 high worth zip locations.

€ coretosic

Commercial Cost Valuation
What is Included in the Costs?

+ The following are included in the Commercial Occupancy cost data:
Builders' risk insurance, building permits, national building codes, and model energy code
standards
Architectural & engineering fees, field supervision, site surveys and building layout
Contractors’ overhead, both general and job

Contractors’ profit

Unemployment tax, Workers’ compensation and employers’ liability insurance, Public Liability
Insurance, Social Security and Medicare

Sales tax on materials and labor, where applicable

Ideal building site (level, free of obstructions, accessible, adequate space to allow for the
staging of materials and the movement of construction personnel and equipment)

5/15/2017
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Commercial Cost Valuation
What s Included in the Costs?

+ Foundation per climatic requirements

+ Excavated spoil removed from site

+ Built “slab at grade”

+ Structural systems designed to meet the needs of specific occupancies in
accordance with national building codes, insulating qualities to meet model
energy code standards

+ Building services in accordance with energy conservation guidelines

+ Exterior cladding, interior finishes, and building services appropriate to specific
occupancy and construction type, appropriate type and adequate amount of
doors and windows

+ Utility laterals to 10 feet outside of building perimeter
+ Emergency lighting

t CoreLogic

Commercial Cost Valuation
Whatis NOT Included in the Costs?

+ The following are NOT included in the Commercial Occupancy cost data:
Demolition and Debris removal
Window treatments
Appliances
Balconies and Decks (unless specifically added)
Other items specific to various occupancies

€ coretosic

Commercial Cost Valuation
The Cost Approach to Commercial

+ This course will teach you what the cost approach is and y -
how you can utilize it to determine the replacement i
costs of commercial buildings and other improvements
in the USA and Canada.

+ To assist you in job accuracy and efficiency, a cost
service such as Marshall & Swift Valuation Service
provides you a complete, authoritative appraisal guide
for developing replacement costs, depreciated values,
and insurable values of buildings and other
improvements.

+ This course uses this cost service throughout to help
you learn value determination of nearly every kind of
improved property where replacement or reproduction
cost is desired.
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Commercial Cost Valuation
The Cost Approach to Commercial

+ In this next section, you will learn to:

Identify the basic concepts of the cost
approach method

Demonstrate how the cost of improvements
is estimated

Calculate scenarios using the cost approach

Recognize the eight steps used in the cost
approach

Classify the types of data used in the cost
approach

5/15/2017

t CoreLogic

Commercial Cost Valuation
Theory of the Cost Approach

+ The cost approach is based upon comparison; and is the
cost of a new property or a substitute property with the
same utility as compared to the subject property. new  comparable

+ Definition of the Cost Approach:

Replacement Cost New | A set of procedures through which a value indication is

+Profit derived for the fee simple interest in a property by

- Depreciation estimating the current cost to construct a reproduction

+ Land Value .

Property Value of (or replacement for) the existing structure, including
an entrepreneurial incentive, deducting depreciation
from the total cost, and adding the estimated land
value. Adjustments may then be made to the indicated
fee simple value of the subject property to reflect the
property interest being appraised.

€ coretosic

Commercial Cost Valuation
Basic Concepts of the Cost Approach

+ Definition of the Cost Approach:

Substitution

Supply and Demand
Balance
Contribution

Externalities

Highest and Best Use:
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Commercial Cost Valuation
Estimate the Basic Cost Components

+ The first step of the cost approach is to estimate the basic cost components.
Estimate the value of the land.
Estimate the cost of the improvements.
Select the appropriate cost basis
Reproduction Cost
Replacement Cost
Select the appropriate cost technique
Comparative Unit
Unit-In-Place
Quantity Survey
Select the source of data
Cost Services
Builders/contractors

Appraiser’s files
Apply the selected technique including all
Direct costs
Indirect costs and
Appropriate entrepreneurial profit and incentive

t CoreLogic

Commercial Cost Valuation
Estimate the Basic Cost Components

Estimate the depreciation that has occurred on the property.
Select the method that will appropriately consider all elements of depreciation
Market Extraction
Age-Life
Breakdown

€ coretosic

Commercial Cost Valuation
The Cost Approach to Commercial
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Commercial Cost Valuation
Estimation of the Cost of Improvements

+ In order to estimate the cost of the improvements the appraiser must:
Determine the appropriate cost basis for the assignment.
Reproduction
Replacement
Select the appropriate cost technique for the assignment
Comparative-unit
Unit-in-place
Quantity Survey
Select the best source of data to apply this technique

The appraiser must apply the components of cost (direct, indirect, and entrepreneurial profit
or incentive) and be sure that all are included.

‘ CoreLogic
Commercial Cost Valuation

Estimation of Depreciation

+ Estimating depreciation is the appraiser's measurement of the loss in value as
reflected by the market for the deterioration or obsolescence of a structure.

Market Extraction
Age-Life
Breakdown

+ Note: It is important in the selection and application of a method to be sure to
consider all elements of depreciation and not to count any elements more than

once.

‘ CoreLogic
Commercial Cost Valuation

Estimation of Depreciation — Market Extraction Method

+ Market Extraction is the most direct method, as it relies on the actions of the
participants in a market. The following are the steps in this process:

Locate recent sales of similar structures with similar depreciation.
Adijust the sales for the following factors, if applicable.

Property rights conveyed

Financing

Conditions of sale
Subtract the land value from the sale’s adjusted price to derive the depreciated value of the sale.
Estimate the reproduction or replacement cost new of all improvements of sale as of the date of that
sale.
Subtract the depreciated value of the sale (c) from the cost new of the sale (d) to derive the total
amount of depreciation in dollars.
Divide the amount of depreciation (e) by the total cost new (d) to arrive at the total percentage of
depreciation.
Divide the total percent of depreciation by the actual age of the sale’s improvements to annualize the
depreciation.

Reconcile the range of several such extractions to arrive at an indication of the depreciation for the
subject property.

5/15/2017
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Commercial Cost Valuation
Estimation of Depreciation — Age-Life

+ The age-life method reflects the depreciation (loss in value) of a property over its
economic life.

There are two age factors.
Actual age
Effective age
There are two life factors.
Useful life
Economic life
There are two formulas to use in this method.
Actual age + Useful life = % of depreciation
Effective age <+ economic life = % of depreciation
This is the most used method as it is the easiest to do and to understand of the three
methods.

The limitation of this method is that it calculates all forms of depreciation on a straight-line
basis, which is not the way depreciation usually occurs.

€ corovosc

Commercial Cost Valuation
Estimation of Depreciation — Breakdown

+ The breakdown method separates the amount of depreciation for each of the
three forms of depreciation by use of either the market extraction or age-life
methods.

The three forms of depreciation are as follows:
Physical deterioration
Functional obsolescence
External obsolescence

This is the most accurate measurement of depreciation.

This is the least-used method as it is difficult, time-consuming and has more detail than is
necessary in typical assignments.

€ coretosic

Commercial Cost Valuation
Basic Steps of the Cost Approach

+ Now, you can go through the basic steps to get the final market value of the
subject property being appraised.
Subtract the amount of depreciation from the estimated cost to arrive at the depreciated
value of the improvements.

Add the contributory value of site improvements. The contributory value of site
improvements is estimated based upon comparison with similarimprovements in the area.

Add land value. The land value is then added to the depreciated value of the improvements
and site improvements.

The total is the market value of the subject property by the cost approach.

Adjust indicated market value if any other interest is being appraised. The indicated market
value must be adjusted if any interest other than fee simple is being appraised.

5/15/2017
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Commercial Cost Valuation
The Use and Reliability of the Cost Approach

+ The cost approach is most reliable in  * The cost approach is limited in the

the following assignments: following situations:
New or proposed construction Older properties with a significantamount
Improvements represent highest and best of depreciation
use of land Properties that do not represent the
Land value well supported highest and best use of land
Special-purpose properties — Nestle Case Properties with a partial interest (leased

Properties with lack of sales — Small town? fee)
. . Active market where buyers base
Properties not used for income generation

Owner Occupied purchase on sales of similar properties or

income potential

€ corovosc

Commercial Cost Valuation
The Uniform Standards of Professional Appraisal Practice (USPAP) Requirements

+ The USPAP is the generally recognized ethical and performance standards for
the appraisal profession in the United States.

+ USPAP contains standards for all types of appraisal services, including real
estate, personal property, business and mass appraisal.

+ USPAP is updated every two years so that appraisers have the information they

need to deliver unbiased and thoughtful opinions of value.

+ The USPAP requires all appraisers to adhere to the following guidelines on page.
10.

€ coretosic

Commercial Cost Valuation
Types of Cost Data

+ Comparative Unit

As indicated in the overview of this approach,

. - N "The comparative-unit is based upon the cost in
Cost out an entire building with one price per square terms of dollars per unit (per square foot, per
foot. cubic foot, etc.)."

This format s the next step up from the Rule of
Thumb cost tables.

Use this method to look at an entire building by its
gross square foot dimensions. This is known as the
Calculator Method in this service.

5/15/2017
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Types of Cost Data
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Commercial Cost Valuation

+ Assembly Costs — The Assembly (Segregated Method) approach allows you to
cost the building in pieces from the assembly of individual components.

This method is a breakdown of the Calculator cost method.

Use the Segregated approach when you want to see how much the Electrical cost of an office
building is based on its total gross square footage.

These are the installed Electrical costs with all necessary components such as service and
distribution wiring and outlets, lighting and controls, and all special systems such as alarms,
standby power, and sound system cabling, commensurate with quality.

5/15/2017

Types of Cost Data

window, sink, etc.
These are also installed prices.

‘ CoreLogic

Commercial Cost Valuation

+ Unit-In-Place— Use this method to cost out a specific item such as a door,

These costs are a further breakdown of what is found in the segregated format, where you are
looking for the price of one item at a time.

As indicated in the overview of this approach,
*The unit-in-place is based upon the cost of
various building components including the cost of
materials and labor. The cost of each component
is based upon the Uit of measurement used in a
particular trade. For example;

* Floor area based on square feet

* Wall area based on linear feet

* Air-conditioning in tons™

+ Indexes — Gives you the ability to trend today’s cost back in time or bring a
historical cost up to date. These are time factors in multiplier form that allow you
to easily multiply or divide a known cost from the past or present.

The Cost Approach to Commercial

+ Rules of Thumb

This method is best used for
generating a quick building estimate.
By knowing the number of rooms in a
hotel, you can multiply a given price
by the number of rooms to get a
composite building cost. For example,
say we choose an average quality
class C Hotel with the lowest price
range of $59,250 x 500 rooms. Our
answer would be $29,625,000.

€ corerosic

Commercial Cost Valuation

HOTELS
A rough guide which may be used fo quick budgeting of htels i tha the total cost per room
SNoukd be $1,000 for each $0.64 10°$0.95 of daiy room rent rojecon fr e service hotes
o080 05117 for o,

estimaton,

COST PER HOTEL ROOM
Cost per room ciudes cost of garages. Shops. lounges. banquet rooms, Kichens, etc.
commensurate wih the qualty, competely equippad, feady for operatio, excuding exromes.
Reported cost for some destination kuxury properies have been a5 high a5 two 1o three tmes
the isted costs. greater detai, as 15%
0 30% to thesa costs. The qualty ranges incuda typica ecanomy. siandard and luxury hotel
propertes. For molel costs per room, sce Secton 12.

TvPE QuauTy COST RANGE PER ROOM
Class A Excallont 18300000 - 31200000
12700000 - 21000000
Average 84000.00 14100000
Low 5575000 9425000
Class B Excellent 18500000 - 30300000
Good 12200000 - 20400000
Average 81000.00- 13600000
Low 5375000 9175000
ClassC Excellent. 12600000 - 21200000
Good 8600000 14500000
Average 5025000 10000000
Low 4060000 6950000
ClassD Good 8300000 - 13900000
Average 5650000 9550000
Low 3020000~ 6625000
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Commercial Cost Valuation
Square Foot Costs

+ Multiply the square foot price by your building’s total square footage. Make adjustments to this cost to
come up with your refined square foot price. For example, choose a good Class A cost of $192.00 per
square foot. Multiply this by 10,000 square feet to equal your structure’s basic cost of $1,920,000. This
price represents your building in its physical sense. You must then add cost for furniture, fixtures, and
equipment as well as exterior paving and landscaping, as applicable.

CALCULATOR METHOD ST, wten s
HOMES FOR THE ELDERLY (330)

TIGHTING, PLUNEING ToST
CLASS [TYPE  EXTERIOR WALLS INTERIOR FINISH A e Rn HEAT sam con sqfL
Foso e eGPt oyl S Ve “Gowa g smsrton TSI | seser o aa00
e st o e e o e tnges o ey
A [roey o e P e o i coror ety Wen R T | i o v
s s cnamenaion o ot o s etne
e ——C o —— v o 1w oo

‘This method is an example of the comparative-
unit technique discussed in the overview of this
approach
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Commercial Cost Valuation
Square Foot Costs

+ Note:
The Calculator Method gives average square meter and square and cubic foot costs for typical
buildings. These costs are divided into eight sections (11 through 18), each dealing with a
major occupancy group. Refinements are given on the last page or pages of each section, so
that the base cost can be modified to fit buildings different from the standard descriptions. If
further refinements are needed, the Segregated Cost Sections or Unit-In-Place Cost Sections
may be used to adjust the cost factor.
Costs are classified by class and quality of construction. Buildings typical of a certain quality
have many characteristics in common. For example, a Good Quality building will usually have
good quality roofing so modifications for roof differences on a quality classified building are
seldom necessary. The following lessons contain the most important cost modifications. Many
other modifications are possible but since they are seldom cost-important, and usually require
considerable additional time to count and measure, they have been omitted from the Calculator
Method which is designed to be a fairly rapid cost system.

€ corerosic

Commercial Cost Valuation
Assembly Costs

+ The Segregated (Assembly) Method is a breakdown of cost found in the
Calculator Method. This allows you to assemble your building component-by-
component. Use the method when you want to obtain an itemized summary of
each component that comprises your structure. Certain components, such as
walls, include windows and doors commensurate with quality.

i il SEGREGATED COST
APARTMENTS, HOTELS /

AT, CoOUN A N o 1 v
. H I . 9
e - 2w o % | Thisis a form of the unit-in-place technique for
L s ma me & | the major components of a building

B o o s o5

e 1 2 B O &

ETREA R e oo - fj . e am

e i 73 i

g l I
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Commercial Cost Valuation
Unit-In-Place Costs

+ Use this method to cost out individual pieces of construction such as Earth Work
per cubic yard or Trenching cost per linear foot. You may also use this section to
cost out a door, window, etc. This is a further breakdown of costs found in the
Segregated Assembly cost method.

FOUNDATIONS seerosgaees
CONCRETE COLUWN [PRERDI FOOTRGS TR oV oD
Square xDepih Plain  Reinforced ‘Square x Depth Plain  Reinforced reinforcing, add 10%. -
CONCRETE n s st per s oo,

{Cestpe ks 20 e ot etow s> cost opth sow sib cost

CONGRETE FOUNDATION WALLS — Tow o

7 pr o i
£ ] e i
*s s W mmem iz

‘CONCRETE BLOCK FOUNDATION WALLS™ ki i
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Commercial Cost Valuation
Unit-In-Place Costs

Unit-In-Place costs are given in Sections 51 through 58 for
adjusting or building up component costs and for pricing
miscellaneous items. These costs of component items include
labor, material and a pro rata share of the additional costs of
construction, except architect's fees which are generally
excluded, except where noted. If it is desired to include an
architect's fee, schedules of typical fees are listed in Section 99.

‘ CoreLogic

Commercial Cost Valuation

Indexes

+ Indexes allow us to take a known cost and trend it back in time or
take a historical cost and bring it up to date. For example, the index Touh  roeesies  sediomes  atowy
for a Class A bilding on the East Coast for October 2010 is 1.123 - — =
This means that the construction cost of a Class A building on the

it
i
H

East Coast has gone up by about 12.3% since 2010. Since this ::: ::;
percent is in the form of a multiplier, we can easily divide or multiply b bt
it. For example, let's say today’s cost is $100.00 per square foot. 1.000 1013
We can trend this back in time by dividing $100.00 by our historical =
multiplier of 1.123. $100.00/1.123 = $89.04 — this is our 2010 e
price. We can also say a cost of $89.04 (2010) X 1.123 = $100.00 b2 b
today. We can use indexes that are general to Eastern, Central, and 1832 1853
Western United States as well as specific cities for each state. o e

e

on buidings m eack ntme. j8 12

apolied o good prio costs. The tables eflecting
are pubiished every January, Aprl, July and October

DISTRICT COMPARATIVE COST MULTIPLIERS, Socion 98, Pages § and 6 give curont
use of mullghers.
st These

Jlemont, Section 99,
Pago 4. For Pago5.

earlir date.
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Commercial Cost Valuation
Who Uses Cost Data

+ Anyone who needs to estimate building costs can make good use of the cost
service.

+ Marshall & Swift serves nearly 20,000 clients in the following industries:

L = A

Government Real Estate Banking
Appraisal and Lending
\d
7/ A g
Z 4
Educ‘atiqn and Property and Property and
Institutional Casualty Insurance Preservation

‘ CoreLogic

Commercial Cost Valuation
When to Use Cost Data

+ Building Cost Data is important in evaluating the value of:
Lending
Assessing
Insurance and Rate Settling
Estimating and bidding for new construction or for partial loss and damage repair
Real Estate Listing & Market Comparable Tool
A preliminary budget-feasibility study
Design alternative life-cycle costing tool
Energy audits and sinking fund and reserve estimates
Valuation of special purpose properties

+ Construction cost information is crucial to projecting cost into the future as well as
the current value.

‘ CoreLogic

Commercial Cost Valuation
Cost Approach

+ In the cost approach, a property is Y
valued based on a comparison with the
cost to build a new or substitute
property. The Appraisal of

+ The cost estimate is adjusted for the
depreciation evident in the existing
property.

5/15/2017
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Commercial Cost Valuation
Definition of the Cost Approach

+ Definition: A set of procedures through which a value indication is derived for the
fee simple interest in a property by estimating the current cost to construct a
reproduction of (or replacement for) the existing structure, including an
entrepreneurial incentive; deducting depreciation from the total cost; and adding
the estimated land value. Adjustments may then be made to the indicated fee
simple value of the subject property to reflect the value of the property interest
being appraised.

€ corovosc

Commercial Cost Valuation
Cost Methodologies

+ Calculator “Square Foot Method”
Average square meter, square foot and cubic foot costs for typical buildings.
Costs are classified by class and quality of construction.

+ Segregated Cost Method

Separate consideration to all of the major construction assemblies or systems (groups of
components) of a building

Vary the quality level for individual components

€ coretosic

Commercial Cost Valuation
What the Costs Contain

+ Calculator “Square Foot Method”
Final Cost to the owner from the general contractor

Represents completely finished buildings in the physical or hard
construction sense, but not necessarily completely finished
projects

All material and labor costs include all appropriate local, state and
federal sales or GST taxes, etc.

5/15/2017
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‘ CorelLogic

Commercial Cost Valuation
How is Data Collected?

+ Monitors the factors that drive the cost of construction
and tracks actual building component

+ Gathers wage rates from all major labor trades and
studies crew sizes and productivity rates for the
personnel necessary for the installation of components.

+ We collect specific costs for labor, materials and installed
components, establishing the “Building by Component”
and “Building by Example” methods of estimating.

5/15/2017

‘Corechnc
Commercial Cost Valuation

Cost Service Tools Marshall Valuation Service

A complste, authoritative appraisal guide for developing
replacement costs and depreciated values of buildings and
other improvements, the Marshall Valuation Service is an
industry standard throughout the United States. US.
teritories, most major cities in Canada, and selected foreign
cities worldwide.

Create unlimited cost approach reports with this easy-o-use
desktop application. With access to accurate costs on more
than 280 building occupancies, including al classes. sizes,
shapes and qualty levels, and extensive coverage of component
costs, Commercial Estimator 7 wil help you produce accurate
feports in a fraction of the tire.

Simply enter the assignment-specific building data into the
‘specified fields and let the program pull allrelated cost figures,
calculate totals and produce entire reports. The cost approach
has never been this easy.

Marshal & Swit
SwiftEstimator

Building Cost DatalJ

At'Your Fingertips €y //)
Ly

.‘;/}

‘Ccrewqic
Commercial Cost Valuation
The Property: 10001 Innovation Drive | Milwaukee, W1
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Commercial Cost Valuation
Geographic Information Systems (GIS)

‘ CorelLogic

Use to Verify Sizes

Commercial Cost Valuation

‘ CorelLogic

Digital Sketch

Commercial Cost Valuation

‘ CorelLogic

2 Story Office
27976.0 per floor

55952.0 total sqft

sk 11

5/15/2017
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Commercial Cost Valuation

Occupancy

+ APARTMENTS, HOTELS AND CLUBS
+ RESIDENCES AND MOTELS
+ STORES AND COMMERCIAL BUILDINGS

+ GARAGES, INDUSTRIALS, LOFTS AND WAREHOUSES

+ OFFICES, MEDICAL AND PUBLIC BUILDINGS
+ CHURCHES, THEATERS AND AUDITORIUMS
+ SHEDS AND FARM BUILDINGS
+ SCHOOLS AND CLASSROOMS

‘ CoreLogic

Commercial Cost Valuation

Determining Occupancy

+ Office buildings are buildings designed for general commercial occupancy,
including administrative government and corporate uses, and are normally

subdivided into relatively small units.

‘ CorelLogic

‘ CoreLogic
Commercial Cost Valuation
Building Class
A gwmmw\mnn::w"?m ‘plaster, -

masony, o e s, ot

oy, e ¢ s, ok

rain | s, o concrte s on rade. Concet pank fomed concrot. norbanrng
rtal cpon wood o ol s, pimarty allsofs0kd masony or concret, Goneraly
D | Sreusiion consucsen Combusie conspucion.
Meta b, column, gders,putin and i  on Ganerty
s rogroaig, ncombsble consrucon. | oo b on ade. ncameusi
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€ corerosic

Commercial Cost Valuation
Determining Building Class

+ Class C buildings are characterized by masonry or reinforced concrete (including
tilt-up) construction.

+ The walls may be load-bearing, i.e., supporting roof and upper floor loads, or non-
bearing with open concrete, steel, or wood columns, bents or arches supporting
the load.

‘ CoreLogic

Commercial Cost Valuation
Determining Quality

«+ First, to judge quality, it is suggested that the cheapness or expensiveness of
materials or components be observed.

+ Second, see if workmanship is at a level normal to the type and grade of material
used.

+ Third, and most important, the user should consider the amount of the various
components typical for its class.

€ corerosic

Commercial Cost Valuation
Determining Quality (Continued)

+ Observe cheapness or expensiveness of materials

5/15/2017
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€ corerosic

Commercial Cost Valuation
Determining Quality (Continued)

+ See if workmanship is at a level normal to the type and grade of material used.

€ corovosc

Commercial Cost Valuation
Determining Quality (Continued)

+ User should consider the amount of the various components typical for its class.
+ Look for more than the average number of windows, doors and plumbing fixtures

+ An asphalt cover on a hip roof with large overhangs may be average, however
the extra quantity causes the building to have above average cost.

+ Overall size and complexity of the structure should be considered. Small
structures will tend to have higher unit costs than very large ones.

€ coretosic

Commercial Cost Valuation

Simple Calculator Report

+ Basic entries used to generate cost report

CALCULATOR COST FORM
L VAL
SQUARE FOOT COSTS

1. Subscriber making survey. Date of survey_
2. Name of building Owner
3. Located at

SECTION SECTION Tl SECTION Il SECTION IV
4. Occupancy ..
5. Building of Cis.___Qual Cls___Qual Cls___Qual Ch___Qual____
6. Exterior wall .
7. No. of stories & height per story | No. He No. He. No. [ No. H
8. Average floorarea ..
s. Average perimeter
10. Age and condition Age___Cond___| Age___Gond. Ago___Cond. Age___Cond.
1. Region: Western Central___Eastern
12, Climate: Mild Moderate___Extreme_

5/15/2017
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Commercial Cost Valuation
Selecting Initial Cost

+ Define your class of construction followed by quality. Use descriptions to best
identify ingredients used in your structure.

OFFICE BUILDINGS (344)

€ coretosic

TIGHTING PLUNENG So5T
CLASS | TYPE  EXTERORWALLS  INTERIOR FINISH LIGHTING PLUMEING gar ot OB sart
T T e :

Gt Soere pa cosar, e gy e T T e % mow

¢ [or memeemmene T e R ST
e s

herage S o oono d T e ey R, Forcod o e em 1w
e

EE sl e i Vot | ma e me

COsT
Sq.M. Cu.Ft. Sq.Ft.
237206 1836 22037

1.657.98 12.84 154.03
1,176.07 9.11 109.26
79320 6.14 7369

Commercial Cost Valuation

Refinements

HEATING AND COOLING

These coss are averages of the ttal nstaled costs of the ntre heaing o ¢oo«n7 instaton
including s eating

e ang
the diference between the Cost of the two and add o or subrac fom the base szum oot or
square meter cost. Ifa o adjust the

base cubic foot cost. Al o the heating S~ included in he base costs are those [isted under
E below, 53

HEATING ONLY
TYPE SQUARE METER COSTS  SQUARE FOOT COSTS

Mild Moderato Extrome _Mild Modorato Extromo
Climate Climate Climate Climate Climate  Climate

Eloctic, cable or baseboard $4316  $7352 $12540 $401 $683 1165

radiant panels 3007 5823 8687 363 541 807
Electric wall heaters 2067 2788 w67 1% 25 350
Forced air 4768 8202 14101 443 762 1310

Hot water, baseboardiconvectors. .. 7675 12907 21743 743 1200 2020
radiant foor or celling . 7373 12809 22281 685 11%0 2070

Space heaters, wian 1346 2497 4628 125 232 430
‘Space heaters, radiant 1787 3079 8317 166 288 494 PACKAGE AIR CONDITIONNG
‘Steam (including boiler) 7145 12056 20505 661 1120 1905

(without boiler) 5823 10484 18891 541 974 1755
Wallor floor fumace 2131 2060 4112 188 275 38

t CoreLogic

+ These adjustments influence costs to a greater degree than other components.

[

Commercial Cost Valuation

Refinements

+ Elevators

*ELEVATORS - Base costs of buildings marked with an asterisk (*) include elevator costs. If the
subject building has no elevators, deduct the following from the base costs for buildings on this
page. See Notes on Page 19.

+ Sprinklers

SPRINKLERS

Sprinkler costs include all costs for the system and supply ines, but not tanks, towers or high-
pressure pumps. The square fool costs listed are based on the total area of Sprinkler system
installation on a single main connection including its prorated share of contractors’ overhead and
profit and architects' fees. For a more specific cost, see Section 45 or 53. Sprinklers should not be
modified for size or shape. To convert square foot costs to square meter costs, multply by 10.764.

WET SYSTEMS
Coverage Low Avg. Good Excl.
50,000 245 284 329 381
75,000 230 266 307 354

ogic

5/15/2017
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Commercial Cost Valuation
Cost Multipliers

CURRENT COST MULTIPLIERS

CURRENT COST MULTIPLIERS (Section 89, Page 3) are the multipliers for bringing costs
published on {he preceding pages up-o-date. This page Is republished moninly and is based
primarily on the Building Cost Indexes.
LOCAL MULTIPLIERS

LOCAL MULTIPLIERS (Section 99, Pages 5 thru 10) reflect local cost conditions and are
designed to adjust the basic costs to each locality. They are based on weighted labor and material
costs, including local sales taxes and the Canadian GST, but do not include any new construction
rebate where applicable. Local multipliers a?ﬁly to all costs in the manual but not to any cost
indexes or replacement cost multipliers e local multipliers, when applied to the total
replacement cost, will adjust for variations in component costs as a whole for a particular
geographical area. Multipliers may not adequately adjust when applied to specific components or
Unit-in-Place costs, e g the case of a specific piece of equipment which may be national in
scope requiring no significant localization. For most Unit-in-Place costs, the predominant building
or material Class factor can be used (e.g, wood, Cl asonry, Class C) or an average of

g, . Class D:; . A
all Classes may be appropriate. In some cases, local building problems and practices must be
considered. In the hest residential neighborhoods, costs are n higher than those for identical
construction in a lower-cost neighborhoed. These pages are republished every January, April,
July and October.

€ corovosc

Commercial Cost Valuation
Cost Multipliers

+ Current Cost Multiplier adjusts for time
+ Local Cost Multiplier adjusts for local labor and materials.

CALCULATOR COST SECTIONS
(Effective Date 1M1 12 13 14 15 16 17 18 WISCONSIN 106 106 106 106 105
SIS ha o o i e i i iy feae AT
P ImE s e e e
SR BB R Mg Smw Rt
A 100 098 098 098 098 099 098 099 fenosna B
B i tmimommmontn  batme i in e
o 2 U5 1B 0202 UL T 0% 0D eden 1203 0w e e
PRSI S E  mm 101 s 1 s

€ coretosic

Commercial Cost Valuation

Yard and Other Improvements

PAVING - DECKING

Typical costs per square foot, except as otherwise specified. For paved aneas of 750 square feet,
deduct 10%; 2,000 square feet, deduct 20%. Over 3,000 square feet, use Subdivision Gosts.
Small separate pours of 100 square feet or less may run 25% higher. Hand mixed and spread
could cost 75% more.

Average
STREET IMPROVEMENTS CostRange Uit Cost
* Grading and surplus disposal, sa. ft. ... . 022 057 030
4 rockbase, sq.ft ... 066 - 083 071
‘add or deduct per inch of variation .. 011~ 018 013
6" cement treated base, sq. . ... 084 129 097
‘add or deduct per inch of variation ... 013~ 018 014
* Paving, 4 asphaltic concrete, sq. f. ... 199 - 239 212
‘add or deduct per inch of variation . 039~ 049 042
Paving, 6" concrete, sq. it .. ... 317 525 375
‘add or deduct per inch of variation . 040 - 070 048
Congrete curb 6", no gutter, lin . ... 837- 1525 1022
*Concrete curb 6", ' qutter ... 1235 1925 14.32
Congrete curb 6", ' gutter ............ 1420 2180 1641
Concrete curb 8", add 10 6" costs . ... . 135 151 140
Asphalt curb 6" no gutter, lin. Ft. ... 373 428 390
berm 4" (Speed bumps, add 100%) ... . 367 - 420 384
Granite curb 5", lin. f. _..............  2575- 3775 2925
Concrete curb, rolled, lin. . ... 739- 1205 870
* Concrete cross gutter,
atintersection. sa. R ... 629 859 698
* Concrete sidewalk, 4" thick, sq.ft. ... 372 586 433
‘add or deduct per inch of variation . ... 040 063 047

5/15/2017
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Commercial Cost Valuation
Yard and Other Improvements

LIGHTING AND PUBLIC UTILITIES

‘Water, gas and electric costs vary considerably with local requirements and codes. Often all or a
portion of the initial cost, maintenance and replacement is included in an assessment or
increased utility rate charged to the consumer. Sometimes an additional charge is made in remote
or hilly areas for special service or additional equipment. These requirements should be checked
locally. The average costs below are approximate maximum costs for a typical subdivision, all or
part of which may be borme by the community or secured against the property. Some of these
costs may be refundable to the developer. Specific pipe costs can be found in Section 62. For
general site clearing, grading, and soil stabilization, see Section 51. For septic tanks, see
Sections 53 or 17. For storm water management, see Page 11

Average
PUBLIC UTILITIES CostRange  Unit Cost
Street light, underground
wiring, 200' 0.c., each .. ........... 190000~ B600.00 2,900.00
Street lights, overhead
wiring, 200' o.c., each .............. 130000~ 330000 177000

t CoreLogic

Commercial Cost Valuation

Depreciation

DEFINITIONS

Depreciation is loss in value due to any cause. It is the difference between the market value of
a structural improvement or piece of equipment and its reproduction or replacement cost as of
the date of valuation. Depreciation is divided into three general categories, as discussed below.

1. Physical depreciation is loss in value due to physical deterioration.
cal is loss in value due to lack of utility or desirability of part

2.F
or all of the pmpeﬂy inherent to the improvement or equipment. Thus a new structure or piece
of equipment may suffer obsolescence when buiit.

3. External, locational or economic obsolescence is loss in value due to causes outside the
property and independent of it, and is not directly included in the tables.

€ coretosic

Commercial Cost Valuation

Depreciation

+ Select the correct Life expectancy followed by the effective

Age to determine Physical depreciation of structure g\
LIFE EXPECTANCY GUIDELINES DEPRECIATION - COMMERCIAL PROPERTIES
TYPICAL BULDING LIVES —
occumcy ___cuass PR  T S il R ===
R o o W% w Dol
e oo A N A I
» P R
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Commercial Cost Valuation
Marshall Valuation Service Value Conclusion

+Land - $1,631,600
+ Building - $8,544,644
+ Total - $10,176,244

+ Do you Round?
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<Marshal & Swi Cost Approach Solutons.

Commercial Cost Estimates with
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Commercial Cost Valuation

Commercial Estimator

File_Tools_Help

"4l Extimate Number. 11 o=
General Info. | Ocowency | BuidngDala | Components | Addiion/Emks | Tolals

Estinate [0 [NRBAD CommercalEvarole
Prapesty Dwner [Thedames Compary
Propesty Address [1000T IonovationDive
Prapety City [Wowatoa
State/Pravice 0

ZPPordtote [

Suveyed By Fames Siebers

Suneyae R —

B —

Comment -

UseDeined —

UseDeined ——

Uses Defined -

Uses Defined -
PP
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Commercial Cost Valuation

Commercial Estimator

Il Marshall & St Commercial Agricultural Estimator [ =
File_Tools _Help
il Estimate Number: 11

Gonsaiio. | Gocupaney | _Bdrg0a | Comporans | AdomonEnks | Totas
[ =] _tow | _poke | sl<l>[n

Occupancy: Tota=

0
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B4 [Oife uldng ‘mn ‘: ‘u ‘:

| Occupency Growps.

Type o or pat o occupancy name:

End
Pouhy Houte (Obsalie]

Rectay
Faot Food Restauart

L
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Commercial Estimator

] Marshall & Swift Commercial/Agricultural Esrmater =)
Fie_Toos_iep
41l Estimate Number: 11
Gerealiin | Gocuparcy | Buidng Data | Coroorets | AddtoEnks | Taas
[Fomi =] _tew | _pose | ic[<[> |5
Toouties [ Squeree  Physea Furctond Depeioin
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Commercial Cost Valuation

Commercial Estimator

Tl Marshall & Swift Commercia/Agreuftural Exirator ol@ P
Fie Tooks_Help
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Commercial Estimator

" 1l Marshall & Swift Commercial/Agricultural Extimator =8
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‘ CorelLogic
Commercial Cost Valuation

Commercial Estimator Value Conclusion

+Land - $1,631,600
+ Building - $8,569,413
+ Total - $10,201,013

+ Do you Round?
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Commercial Cost Valuation
SwiftEstimator - Detailed Segregated Cost Report

+ Detailed entries used to generate cost report

€ corovosc

Commercial Cost Valuation

SwiftEstimator

Marshall & Swift
‘ CoreLogic SwiftEstimator’

SAMPLEREPORTS  [UIORIALS

Ectimte 01 379-9999-38

€ coretosic

Commercial Cost Valuation

SwiftEstimator

5/15/2017
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Commercial Cost Valuation
SwiftEstimator

€ corerosic

SwiftEstimator

Segregated Estimator™
A

Commercial Cost Valuation

SAMPLEREPORTS  TUTORIALS  LOGOUT _HELP

Ectimte 0:375-9999-38

€ corovosc

Segregated Esti

Commercial Cost Valuation

SwiftEstimator

€ coretosic
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Commercial Cost Valuation
SwiftEstimator

‘ CorelLogic

Segregated Estimator™
Reports/Totals

SAMPLEREPORTS  TUTORIALS  LOGOUT  HELP.

‘ CorelLogic

Marshall & Swift
SwiftEstimator

Extimate 1D:379-9999-38

Gan.ntormatien
Section: ReportType: Seecone v [ e |

Building D3ta

Componentz Estimate Totals

Additions I

Remark $11099.184 s893.056 sw0205728
pr—
Report: Totsic Section Totals
Cloze Extimate

Complte Office Structure $11099.184 $893.56 510205728

ADISTMENTS

Useof: agreementto the Li

©2017 Corel ogic. Al rights reserved.

Terms of Us

Commercial Cost Valuation

SwiftEstimator Value Conclusion

«Land - $1,631,600
+ Building - $8,574,128
« Total - $10,205,728

+ Do you Round?

‘ CorelLogic

Commercial Cost Valuation

Cost Value of 10001 Innovation Drive

+$10,200,000

‘ CorelLogic
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Thank you for your time and attention.

Any questions?

‘ CoreLogic

Contact Information — Jim Siebers

+ jsiebers@corelogic.com
+ (262) 780-3212

5/15/2017

33



