Supporting Effective Age of the Subject property

Use several comparable sales from the same neighborhood.  Assumptions are that all sales and the subject property have had similar upkeep, with no major upgrading, remodeling, rehabilitation, or additions.

 Further assumption is the all accrued depreciation is physical.  (If there is functional or external obsolescence, you will have to deal with that using additional market extraction techniques.)
Sale Price of the Comparable Sale:          $100,000.

Less: Land Value:                                     $ 20,000.

Present Value of the Improvements:        $ 80,000.

Cost New of the Improvements:             $130,000.

(No land value included here)

Less: Pres. Value of the Improvements:   $80,000.  

Total accrued Depreciation of Improve:  $50,000.

(Assumption: This is all Physical Depreciation)

Total Physical Depreciation of Improvements / Divided by Cost New of Improvements:  

$50.000. / $130,000. = .3846

This is the total percentage of loss from cost new:    .3846 or 38.5%

Total percentage of loss from cost new is multiplied by Total Economic Life (TEL) of the structure: 

38.5%  X  70  years (TEL)  =  26.9  years  (Effective Age)

Just as with Paired Sales Analysis, the results of the comparable sales calculations can be used to support the subject property's Effective Age.

Ken Guilfoyle, IFAS, 
(kguilf2855@aol.com)

Supporting Total Economic Life of the Subject Property

As with Effective Age, use several comparable sales from the same neighborhood.  

Sale Price of the Comparable 

Less:  Land Value

Equals:  Contributing Value of the Improvement

Gross Living Area of the Comparable is multiplied by the Appropriate Cost per Square Foot for the type of construction to obtain:
 Replacement Cost New of the Improvement.

Replacement Cost New minus the Contributing Value of the Improvement

Equals:  Total Accrued Depreciation from Cost New.

Total Accrued Depreciation divided by the Replacement Cost New equals:
Percent (%) of total Accrued Depreciation.

Percent of Total Accrued Depreciation (%) divided by the Chronological Age of the Comparable Sale equals:
Rate of Depreciation per year.

1.0 divided by the Rate of Depreciation per year equals:
Total Economic Life

Just as with Paired Sales Analysis, the results of these calculations can support the appraiser’s conclusion for the subject property's Total Economic Life.  

There are assumptions here just as there were with the Effective Age formula.  No, it will not work in every instance.  We do the best with what we have to work with.  That’s all we can do.  

Good luck, 

Ken Guilfoyle, IFAS  (kguilf2855@aol.com)

