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The purpose of computing economic depreciation value is to find valuation of assets closely in line with market prices.
The valuation of industrial assets are called Engineering Valuation. The two representative techniques for such valuation
are Hulten-Wykoff Method, which estimates real value using regression equations, and T-factor Method devised at Jowa
State University. The two are all empirical methods for computing service life (duration period).

In this paper, we derived the service life by empirical methods using national wealth statistics, and also by more con-
ventional methods such as original group method and retirement method. The results from each method are compared with
one another. We also computed economic service life from these results. In S. Korea where amount of asset value sta-
tistics is still insufficient, the most effective method for empirically computing economic service life turns out to be the
one using national wealth statistics. In addition, we also present economic relationship between depreciation value com-
puted by using Hulten-Wykoff Method and depreciation value computed by using T-factor Method.
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<Figure 1> Market Price of Vintage Dozer

<Table 1> Estimated Price of Vintage Dozer
byHulten-Wykoff Model

(unit : 1978 year constant price($))
Age Prices Age Prices
1 115125.9 11 33284.1
2 100402.6 12 29623.8
3 88055.3 13 26385.0
4 77496.5 14 23515.8
5 68375.5 15 20971.1
6 60446.4 16 18712.1
7 53521.6 17 16705.1
8 47453.5 18 14920.4
9 421217 19 133324
10 37426.4 20 119183
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<Table 2> Estimated Price of Vintage Dozer by Ratio
Method of T-factor

(unit : 1978 year constant price($))

age Prices —L age Prices
1] w1 34213
2 127878 | 12 29183
3 112050 13 24969
4 97844 14 21522
5 85129 15 18800
6 73783 16 16770
7 63702 17 15398
8 54785 18 15250
9 46950 19 15100
0| 406 | 20 ] 15000
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<Figure 3> Comparison between two Vintage Asset Price
(capital loss)
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<Figure 4> Comparison between two Vintage Asset Price
(capital loss)
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property retired during the x th age interval
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Survival rate
= l-retirement rate

property retired during the x th age interval
property surviving at the beginning of the x th age interval
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