LOCATION COST MULTIPLIER
The Craftsman Book Co. out of Carlsbad, CA provides a National Cost Estimator that is the basis for the underlying cost information used in the 2012 Reassessment Guidelines.  The cost schedules are based on building costs for the Indianapolis metropolitan area.  Since construction costs vary from one jurisdiction to another, assessors may desire to apply a location cost multiplier to the costs provided by the Department of Local Government Finance (the “Department”).
These location cost multipliers can be determined in one of two ways.  The first and most accurate method is for the county assessor to develop a location cost multiplier for his/her respective county.  This can be done using techniques such as surveying residential contractors to determine actual construction costs or by comparing the cost of residential structures recently built and sold to the costs provided in the guideline.  The county assessor may use any acceptable technique of estimating a location cost multiplier and must submit the technique and resultant multiplier to the Department for review and approval prior to its application in the county.

The second method, which is an alternative to the preferred method described above, is to use the location cost multipliers developed and provided in Table G-1 of the guideline.  Craftsman provides an “Area Modification Factor” for each state (see below), which was used by the Department to develop a Location Cost Multiplier for each county.  The area modification factor uses the first three (3) digits of the five (5) digits of the United States Postal Service zip code to establish the different areas (comparable to the standard metropolitan statistical areas).  It is calculated for the different areas using material costs, labor costs, and equipment costs.  In order to derive a factor for each area and county, the area modification factor was divided by 1.05 (i.e. the Indianapolis area is 100% or 1).  

For example, if 100% is the starting point/base, the <7%> amount for the Jasper area (475) would be subtracted (100% – 7% = 93%).  In other words, Craftsman is indicating that the Jasper area costs (labor, materials, equipment) are 7% less than the national average.  Since the factor for Indianapolis is +5% (i.e. 100% + 5% = 105%), in order to bring the Indianapolis factor to 100% or 1, the amount is divided by 1.05 (105%/1.05 = 100%).  For each county, in order to equalize it with Indianapolis, the amount is divided by 1.05.  Hence, for a county in the Jasper area (e.g. Dubois County), the factor would be calculated as follows: 93%/1.05 = 88.57%, rounded to 89%.  In some counties, there are multiple area modification factors.  Based on the land area for each factor, a weighted average was developed.  
Please remember that Indiana’s assessment standard is market value-in-use, which means that final assessed values must be determined through analysis of the local market in each county.  Therefore, no matter what cost approach value is initially calculated, it must be adjusted to the final assessed value by applying the factors that have been determined through market analysis.  Hence, use of a Location Cost Multiplier may be unnecessary.
Questions or comments may be directed to Barry Wood, the Department’s Assessment Division Director, at 317.232.2762 or Bwood@dlgf.in.gov.
Area Modification Factors

__________________________________________________________________________

Location, Zip
Material
Labor
Equip.
Avg.

__________________________________________________________________________

Indiana Average 
-2
-3
-1
-2%

Aurora, 470
-1
-4
0
-2%

Bloomington, 474
1
-8
0
-3%

Columbus, 472
0
-10
0
-4%

Elkhart, 465
-2
0
-1
-1%

Evansville, 476-477
-2
11
-1
4%

Fort Wayne, 467-468
-3
-5
-1
-4%

Gary, 463-464
-4
26
-1
10%

Indianapolis, 460-462
-1
13
0
5%

Jasper, 475
-1
-14
0
-7%

Jeffersonville, 471
0
-7
0
-3%

Kokomo, 469
-2
-12
-1
-7%

Lafayette, 479
-1
-10
0
-5%
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