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When the number of items of same type of industrial property is quite large, calculating depreciation for a group of such
item may be more efficient than depreciating each item separately. Also, predicting the service life of a specific individual unit
is very difficult to do with any degree of accuracy. Estimating the probable average service life (PASL) of many units (or dollars)
is not an easy task; however, an average life of many units can probably be predicted with a much higher degree of accuracy
than the life of some particular unit. Using the average of many units allows for some units having relatively short lives and
some units having relatively long lives without specifying whether a particular unit will have a short or a long life. If the life
of each vintage in an account are not estimated, then the broad group procedure can be used. The broad group procedure depreciates
the several vintage in an account as a single group. The PASL for this procedure is the estimate of the average of lives of
the individual dollars in the group. If the estimated PASL’s of the vintages are not the same, then a weighted average PASL
would have to be calculated for each calendar year. In this paper, we illustrate the calculations of accrual rates and the annual
depreciation charge for each of the calendar years by the broad group depreciation procedure.
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V = 34 ZHE7FX](estimated net salvage),
n = %A =TH(probable service life),
s = ZrE7FA] & (net salvage ratio),
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(2) ¥hAF-&|(Half year convention)E A -&3}o] AL&41

3. Al
3.1 ’Mz=2u(2| H7[X=

C3l bl A 2,000 0] FLt 4t Al z=Adu]e] #H7|
A} g+ <Table 1>} 7t}

<Table 1> Life Table of Property in Service
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<Table 1>2] =7 ¥ (Life Table)ol X T-ah7 H A&
TH(PASL)E 4 (4)= ol&sH,

1 3
5}](1)+Sl(z +8, 1)+
PASL = > 2 (5)

100% — surviving

2,000(%)+2,000(—i)+2,000(1)+
2,000
12,500
= ? = 14
2,000 6.25

of HH, webA, IE7HA(s)7F fivkaL pgskle o,

A4 A 7FE(d) &

A% AR FEF A= 272D, <Table

<Table 2> Depreciation Charges by BG Procedure

Year | Vintage 1 | Vintage 2 | Vintage 3 | Vintage 4
2000 $2,000 - - -
2001 2,000 $2,400 - -
2002 2,000 2,400 $2,800 -
2003 2,000 2,400 2,800 $3,200
2004 1,500 2,400 2,800 3,200
2005 1,500 1,800 2,800 3,200
2006 1,000 1,800 2,100 3,200
2007 1,000 1,200 2,100 2,400
2008 1,000 1,200 1,400 2,400
2009 500 1,200 1,400 1,600
2010 0 600 1,400 1,600
2011 - 0 700 1,600
2012 - - 0 800
2013 - - - 0

3.2 ZFlth A2IHE MEot 3%
At ARESTE(PASL)S8, 12],

Area under survivor curve
100% — surviving

PASL =

4 4 !
= 4)

100% — surviving

So(i)+5;(§)+51;(1) +-

pate[Fetirement| GECS | accoum |Depresatin
($) Balance($) roe

2000-7-1 0 2,000 - -

2000-12-31 0 2,000 1,000 160
2001-12-31 0 4,400 3,200 512
2002-12-31 0 7,200 5,800 928
2003-12-31 500 9,900 8,550 1,368
2004-12-31 600 9,300 9,600 1,536
2005-12-31 1,200 8,100 8,700 1,392
2006-12-31 1,400 6,700 7,400 1,184
2007-12-31 700 6,000 6,350 1,016
2008-12-31 1,300 4,700 5,350 856
2009-12-31 1,100 3,600 4,150 664
2010-12-31 1,300 2,300 2,950 472
2011-12-31 1,500 800 1,550 248
2012-12-31 8,00 0 400 64
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3.3 SUZIgH MZHHE ®E51 HL <Table 6> Depreciation Charges by ELG Procedure
Step 1 : Wb S 2 -&3ko] <Table 1>9] 74 #(Life g;?;ﬁ%: @Yﬁ{;gg Accrual | Depreciation
Table)E A& o] A5 7 -AIH] 2 <Table Year at 12-31 Balance Rate Charge
3> 9 <Table 4>9} o] A3l gtrl10]. 2000 2,000 1,000 0.1924 192.4
2001 4,400 3,200 0.1924 615.7
<Table 3> Portion of Vintage 2002 7,200 5,800 0.1924 1,116.0
2003 9,900 8,550 0.1892 1,609.7
Life ELG Amount 2004 9,300 9,600 0.1806 17342
14 0 2005 8,100 8,700 0.1687 1,467.4
! 0 2006 6,700 7,400 0.1496 1,107.2
2 0 2007 6,000 6,350 0.1329 844.0
3 25% 2008 4,700 5,350 0.1238 662.6
4 0 2009 3,600 4,150 0.1172 486.3
5 25% 2010 2,300 2,950 0.1166 3439
6 0 2011 800 1,550 0.1147 177.8
; 0 2012 0 400 0.1111 445
8 25%
5 o 3.4 EAN £M
<Table 4> Accrual Rate for ELG —L%](_)L]}ig e @“ﬁ:—}‘ﬂé(fible 2j %i)i}m%:%;g
F A ZEH(<Table 6> Fx)el o3 F3ix A=W 77
Life ELG Amount Accrual Rate g7t ol sk SAS Z &1 gle] TTEST A¥e} o 31|
3 25% 13 o] B A= <Table 7> )
5 25% 1/5
g 25% 18 <Table 7> Results of Test
9 25% 19 Method df t value | p-value
Independent Equal 24 0.000 0.9995
Step 2 : ZF AekAdn]o] Axd A ES A e Unequal 23.521 0.000 0.9995
<Table 5> 71%\’4—[10] Paired Comparison 12 -0.0031 0.9976
Step 3 @ ZF JebAue] AxW Z7PEZNS A4 st <Table 7>01 4 Hi= ule} o] T whdo] o3k 7H7}4¢
<Table 6>} ZTH10] ool spoli= BAH o ria & ¢ girk
<Table 5> Accrual Rate for Each Calendar Year
| Amount Year 1 | Year 2 | Year 3 | Year 4 | Year 5 | Year 6 | Year 7 | Year 8 | Year 9 | Year 10
Hte | e | Fte g d|B|d|B|d|B|d|[B|d|B|d|B|d|B|d|[B|d|B]|d
3 25 13 | 12.5(4,17| 25 |833| 25 |833|125|4.17
5 25 15 |125(25 25| 5 [ 25| 5 | 25| 5 |25| 5 [125]25
8 25 1/8 [12.5]1.56| 25 |3.13| 25 [3.13| 25 |3.13| 25 |3.13| 25 |3.13| 25 [3.13| 25 |3.13|12.5|1.56
9 25 19 |12.5]139| 25 [2.78| 25 |2.78 | 25 |278| 25 |2.78 | 25 |2.78 | 25 |2.78| 25 |2.78 | 25 |2.78 | 12.5 | 139
Sum of Accrual Rate | 9.6181 | 192361 | 192361 | 15.0695 | 10.9028 | 8.4028 | 594028 | 59028 | 4.3403 1.3889
Sum of Weight 50 100 100 87.5 75 62.5 50 50 375 12.5
Average Accrual Rate | 0.1924 0.1924 0.1924 0.1722 0.1454 0.1344 0.1181 0.1181 0.1157 0.1111
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