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Ɂ3ÏÌɯÎÖÈÓɯÖÍɯÛÏÌɯ ÚÚÌÚÚÖÙɯÐÚɯÕÖÛɯÊÖÚÛȮɯ
but market value.  Cost is merely 
ÛÏÌɯÈÝÌÕÜÌɯÛÖɯÔÈÙÒÌÛɯÝÈÓÜÌɯȱɂ

Property Assessment Valuation IAAO Textbook.
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Goal is Market Value

Property is to be appraised at its fair market value. Fair 
market value is defined in 32  V.S.A. § 3481 as:

The price which the property will bring in the market
when offered for sale and purchased by another, taking
into consideration all the elements of the availability of
the property, its use both potential and prospective, any
functional deficiencies,and all otherelementssuchas ageand
conditionwhichcombineto givepropertyamarketvalue.
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Cost Approach

Sum of estimated land value and estimated depreciated 
cost of the building and other improvements.

Value = Land Value + Improvement Value

IV = (Replacement Cost New ɬDepreciation) 
RCNLD
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Cost Approach Works best:

ÅNew Improvements

ÅSale and Income data scarce

ÅSpecial Purpose Properties

ÅIndustrial Properties

The difficulty in using the Cost Approach with 
older improvements is determining Depreciation , 

ÈÕËɯÐÛɀÚɯÚÐÎÕÐÍÐÊÈÕÛɯÖÛÏÌÙȮɯEffective Age .
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Market Adjusted Cost 
Value

Land Value
(Market Based)

+
Building Value

(Town Specific Adjusted M&S Tables and 
Depreciation)

+
Outbuildings Value

(M&S Tables - Contributory Value)

+
Site Improvements

(Water & Septic - Contributory Value)
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All structures are made up of elements that have 
varying economic lives.

Building Element Considerations:

Type ( residential, commercial, MHO, Camps, etc.)
Quality ( grades, style)
Structure ( foundation and framing)
Exterior ( siding, style)
Roof ( type, pitch, cover)
Doors and Windows ( type, screens)
Plumbing ( fixtures, type and grade)
Heating and Air Conditioning (type  and capacity)
Room and Finish ( flooring, trim, walls, ceiling)
Bath Details ( number, type)

Many are items that become worn and depreciate over time.
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Depreciation: The loss in value, from all causes, of property 
having a limited economic life . (IAAO Course 155)

Types of Depreciation:

Å Physical Deterioration -
The loss in value due to wear and tear over time.

Example ɬReplace Roofing

Å Functional Obsolescence -
The loss of value due to changes in style, taste, technology,
needs and demands.

Example ɬLocation of Bedrooms

Å Economic Obsolescence -
The loss of value due to factors external to the property.

Example ɬProperty next to RR intersection



CAMA System Depreciation

Depreciation/Obsolescence: Curable and Incurable

Å Curable -
Repairing or replacing obsolescence or physical loss at a 

reasonable cost.  The repair must make economic sense.
Example - Replacing a furnace.

Å Incurable -
When the defect in an asset becomes too costly to repair.

Example - Replacing Foundation
Example ɬSmall residential dwelling on commercial 

strip.  (Dorset street in South Burlington)
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NEMRC Residential Depreciation Tables

The NEMRC computer assisted mass appraisal 
(CAMA) system can calculate physical depreciation on 
residential improvements, mobile homes and camps 
in several ways. 

The following will describe how the user can utilize 
table lookups based on age (or effective age) and 
condition, or use direct input of physical depreciation.
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I. Direct Input :
Direct Input of Depreciation applied to Dwelling - Example

Å Physical Depreciation of 10 percent entered
Å 10 percent of the RCN value will be removed
Å#Ì×ÙÌÊÐÈÛÐÖÕɯÐÚɯɁÍÖÙÊÌËɂɯÉàɯÛÏÌɯÜÚÌÙ

Å Depreciation will remain until deleted from the record.
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II. Table Lookup: Effective Age Input

ÅDepreciation Table based on Age/Effective Age and Condition

ÅEffective Age reflects condition and utility relative to actual age

Å If Physical Depreciation blank, and Effective Age entered ɬTable 
Lookup

Example ɬ150 year old Dwelling
Improvements to current living standards

Wiring
Heating System

Plumbing
Updated Kitchen

Modern Bath

Effective Age Say 70 - 80
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Input Effective Age and Condition = Table Lookup
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Running Cost System completes Table Lookup for Effective Age and 
Condition.  Used to calculate depreciated amount for RCNLD.

Fills the field of Physical Depreciation from Table 40.
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III. Table Lookup: Effective Age Calculated

Effective Age based on Year Built and Base Year

Base Year is the completion year of reappraisal

Stored in Table 61
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Table 61
Base Year

MUST have Year Built
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Table Lookup: Effective Age Calculated

Å If Physical Depreciation Blank

ÅAnd Effective Age field Blank

ÅAnd Year Built Exists

Calculated Effective Age from Year Built and Base Year

Example with Base Year  2013
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Must Have Condition Entered 
Unless Depreciation is Forced
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System Will Return -10000 into Depreciation Field
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Depreciation Table :

Depreciation tables can be developed and input for:

ÅResidential Dwellings

ÅMobile Homes

ÅCamps

ÅSpecific Depreciation Page

Depreciation based on Year Built or Effective Age
and Condition
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Column 0 Effective Age - Column 1 through 9 Condition
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Table 40, Page 2 - MHO Depreciation
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Table 40, Page 3 ɬCamp Depreciation
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Table 40, Page 4 ɬSpecial Depreciation Page
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Input for Depr. Page ɬSpecial Depreciation Page
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Depreciation Calculations:

Direct Input

Table Lookup: Effective Age Input

Table Lookup: Effective Age Calculated
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From Marshall & Swift presentation IAAO conference 2012

By curing obsolescence we are increasing 
the Economic Life of the Improvement
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Effective Age ɬɁ6ÏÈÛɯàÖÜɯÚÌÌɯÐÚɯÞÏÈÛɯàÖÜɯÎÌÛɂ

Consider meeting someone new. You know they are 60,
but when you meet them you notice they have taken
good careof themselvesand appear more like 50.

Their chronological age is 60, but their effective age is 50.
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Effective Age may or may not be the same as actual or chronological age.

Dependent upon:  
ÅMaintenance
ÅDesign
ÅLocation

Effective Age  +  Remaining Economic Life  =  Total Economic Life

Effective Age and remaining Economic life equals the total life span of an 
improvement.

Total Economic Life

Effective Age Remaining Economic Life
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Calculating Total Economic Life

Depreciation = 

Effective Age
_________________

Total Economic Life

Example:  EA 80 / TEL 200 = .40
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Economic Life Expectancy
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Effective Age Problem:

1. Older homes do not work using Typical Building Lives Tables
2. Determination is frequently based on observation.
3. Various levels of experience in application
4. Difficult to explain
5. Difficult to maintain consistency
6. Guess work

Effective Age Importance

1. Critical variable used with Depreciation tables
2. Provides basis for calculation of RCNLD
3. Critical variable for use with comparable sales
4. Allows for consistency of assessments
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Need a way to conceptually determine Effective Age
for Mass Appraisal

Must be simple to Implement 

Easy to Understand

Can be Consistently Applied

Easy to Explain
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Estimating Effective Age by Unit -in -Place Method
***A Guideline ***

ÅSimilar to Unit -in-Place method of Cost 
Approach

ÅBuilding components segregated into Units 
of construction

Å1ÌÊÖÎÕÐáÌɯÌÈÊÏɯɁÜÕÐÛÚɂɯÊÖÕÛÙÐÉÜÛÐÖÕɯÛÖɯ
overall depreciation
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ÅLong Lived Items
o Basic structure components

o Likely incurable deterioration

ÅShort Lived Items
o Building component replaced

several times

o Likely curable

Economic Life of Improvements
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Building Components 
Accumulated from M&S
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Could combine multiple Components and Percentages

Same Results
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New Construction

Year Built 2020

Actual Age = Effective Age
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Year Built 1990

Actual Age = 34

Effective Age = 34
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Year Built 1830

Actual Age = 195

195 / 2 = 97.5

Effective Age = 90 ɬ100

Just due to Age
Not considering Updates
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Why Functional Depreciation?
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Example
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YB 1852
Base Year 2016 Has Condition Improved?
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Å Adjusting Condition will 
change the Depreciation 
(if deleted)

Å Effective Age Reflects the 
Utility and Economic Life 
of the Improvement

Å Condition Reflects the 
Degree of Obsolescence

Å The Condition is Average 
Until it is NOT

Å Condition is Relative to the 
Improvements Effective Age



At some point the number of improvements changes Condition

There is an interplay between Age/Effective Age and Condition
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ÅThe Condition is Average Until it is NOT

ÅCondition is Relative to the Improvements Effective Age

It is Expected that a 150 Year Old house would be Updated
That would be Typical or Average

Improvements beyond Typical would increase Condition

Typical Changes ɬFurnace , Roof, Windows, Flooring, 
Kitchen, Baths, Water Systems, Septic System



Effective Age and Comparables


