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WILLAMETTE MANAGEMENT ASSOCIATES

Willamette Management Associates is a national valuation, forensic analysis, and financial
advisory services firm. Our staff is comprised of approximately 50 valuation analysts.

Willamette Management Associates is recognized as a thought leader in the fields of business
valuation, forensic analysis, and transaction financial advisory services. Our professional
services include business valuation, intellectual property valuation and royalty rate analysis,
forensic accounting investigations, transaction fairness opinions and solvency opinions, lost
profits and economic damages analysis, not-for-profit entity valuation and private investment
opinions, transaction financial adviser and due diligence services, and ESOP valuation and
adequate consideration opinions.

Our analysts include the authors of several authoritative textbooks related to business
valuation, intellectual property analysis, and economic damages analysis. Also, our analysts
have authored hundreds of professional journal articles on topics related to valuations,
transaction opinions, and financial advisory services.
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KEVIN ZANNI, MANAGING DIRECTOR
WILLAMETTE MANAGEMENT ASSOCIATES

Kevin Zanni is a managing director with Willamette Management Associates. He has extensive
experience with utility-related valuation engagements. Kevin is also the leader of Willamette’s
transaction opinion services practice. In this role, he provides business valuation consulting, economic
damages analysis, litigation support, and financial advisory services.

Kevin is an accredited senior appraiser (ASA) of the American Society of Appraisers, accredited in
business valuation; a certified business appraiser (CBA) and a certified valuation analyst (CVA) of the
National Association of Certified Valuators and Analysts; a certified fraud examiner (CFE) of the
Association of Certified Fraud Examiners; and holds the certified in entity and intangible valuations
(CEIV) designation from the American Institute of Certified Public Accountants.

Kevin earned a bachelors of science in business administration, majoring in finance, and a master of
arts, majoring in international business from the University of Florida. Prior to his education, Kevin
proudly served his country in the U.S. Army.

Kevin has written numerous articles on the subject of security valuation and economic analysis. He has
spoken on economic and business valuation issues to several professional groups and associations.
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MR VALUATION CONSULTING, LLC

 Independent valuation consulting company providing business valuations, appraisals, consulting, and
valuation advisory services.

 Over 150 years combined professional valuation advisory experience.
 Team of qualified experienced business valuation analysts, designated and certified appraisers, and

valuation professionals who possess degrees in engineering, business, accounting, and finance.
 Direct engineering, construction & design experience for utilities, electric generation, industrial, and

commercial facilities.
 Experience includes valuations of 50+ water and wastewater systems for both Government Owned Utilities

and Investor Owned Utilities throughout North American, South America, and Europe.
 Compliance with USPAP, FASB Accounting Standards Codification (ASC), IRS reporting, and International

Financial Reporting Standards (IFRS).
 Marketplace reputation for providing responsive and personalized service as well as high-quality consulting

services.
 Our work product is prepared to withstand scrutiny from regulatory bodies, auditors, accounting firms,

financial institutions, investors, owners, assessors, triers of facts, IRS, Justice Department, and numerous
other authorities at the international, federal, state, and local levels.
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MARK RODRIGUEZ, MANAGING PARTNER
MR VALUATION CONSULTING, LLC

SPECIALTIES
Energy & Utilities (including water systems)
Commercial Real Estate
Oil Refineries
Nursing Homes 
Hotels & Casinos
Malls & Shopping Centers
Industrial Facilities

PROFESSIONAL AFFILIATIONS
ASA, American Society of Appraisers 
MRICS, Royal Institution of Chartered 
Surveyors
American Society of Mechanical Engineers
Appraisal Issues Task Force

EDUCATION
Real Estate Professional Certificate, Kislak 
Real Estate Institute, Monmouth University
Master in Management, NJIT
Bachelor in Mechanical Engineering, NJIT

 Managing Partner at MR Valuation Consulting, LLC

 Over 29 years of experience with specialization in domestic and
international transactions involving complex valuation matters
and special purpose properties

 Valuations of utilities, commercial, industrial, and residential,
Cost segregation analyses, Purchase price allocations

 Former Senior Manager at Deloitte

 5 years of engineering and construction experience at Dick
Corporation - design and construction of power generation
facilities, industrial & commercial properties

 Numerous litigation and negotiation support services successfully
representing both municipalities and taxpayers

 Expert Witness
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ENGAGEMENT PROCESS
HOW TO PROCEED
After a purchase agreement is negotiated between parties, the following procedures may be necessary to:

 Engage a specialty appraisal professional to prepare a RCNLD analysis that includes:

 An appraisal of the personal property assets (water distribution system assets)
 An appraisal of the real property assets (including land and private easements)
 An appraisal of any water rights

 Engage an appraiser to review the purchase price agreement and to value any other acquired assets
including:

 Identified intangible assets, such as operating permits, GIS data, SCADA, required licenses, etc.
 Spare parts inventory
 Other tangible assets such as vehicles, computers, software, furniture, fixtures, & equipment, etc.
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GENERAL VALUATION THEORY

The three main principles that constitute valuation theory are:

a) The principle of alternatives states that in any contemplated transaction, each party has
alternatives to consummating the transaction. This indicates that there are generally
alternatives to the investment.

b) The principle of substitution is a presupposition of appraisal practice, expressing a generalized
prediction concerning behavior related to an event involving economic choices and values. It
predicts how people will normally choose among comparable properties when prices vary.
More specifically, prudent individuals will not pay more for something than they would pay for
an equally desirable substitute.

c) The principle of future benefits is the third valuation principle that is fundamental to the
valuation process. This principle states that “economic value reflects anticipated future
benefits.” This valuation principle can best be illustrated by assuming that someone wants to
buy a particular business or asset. The analyst would not care what the business generated for
the prior owner as much as what it can generate for the purchaser.
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GENERAL VALUATION THEORY

Under the asset-based approach, the asset accumulation method is based on an estimation of business asset
values as of appraisal date. Revaluation of business assets typically includes the application of a RCNLD
analysis

General Approaches Specific Methods Appropriate for…

Market-Based
Guideline Publicly Traded Company Method

Guideline Merged & Acquired Company Method
Operating Companies

Income-Based

Discount Cash Flow Method

Direct Capitalization Method or Single Period Direct 
Capitalization Method

Three-Stage Method or Hybrid Methods

Operating Companies

Intangible Assets

Asset-Based 
(Cost Approach)

Asset Accumulation Method

Capitalized Excess Earnings Method

Holding Companies

Asset-Intensive Businesses
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CALIFORNIA STATUTES & GUIDANCE 

Based on statutes and guidance in California, appraisals are prepared using the cost approach,
which is consistent with the California Public Utilities Commission (“CPUC”) Decision 99-10-064,
Appendix D, Sections 2.05 through 2.07.

In general, the outcome of Decision 99-10-064 is to utilize the RCNLD 
methodology.

The analysis performed by a witness (appraiser) must comply with the California Public Utilities
Code Section 2720(b) and with the California Evidence Code Section 820.

The RCNLD methodology should consider losses caused by:
1) physical deterioration
2) functional obsolescence
3) economic obsolescence 9 of 40



The work product in this type of engagement is limited in scope and intended to
conform to the Public Water System Investment and Consolidation Act of 1997 under
California Code, Public Utilities Code – PUC § 2720:

b) If the fair market value exceeds reproduction cost, as determined in accordance with
Section 820 of the Evidence Code, the commission may include the difference in the rate
base for rate setting purposes if it finds that the additional amounts are fair and
reasonable. In determining whether the additional amounts are fair and reasonable the
commission shall consider whether the acquisition of the public water system will improve
water system reliability, whether the ability of the water system to comply with health and
safety regulations is improved, whether the water corporation by acquiring the public water
system can achieve efficiencies and economies of scale that would not otherwise be
available, and whether the effect on existing customers of the water corporation and the
acquired public water system is fair and reasonable.

CALIFORNIA STATUTES & GUIDANCE 
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REPRODUCTION & REPLACEMENT COST

American Society of Appraisers defines

Reproduction Cost (New)

“the cost of reproducing a new replica of a property (or asset) on the basis of
current prices with the same or closely similar materials, as of a specific date.”

Replacement Cost (New)

“the current cost of a similar new property (or asset) having the nearest
equivalent utility as the property being appraised, as of a specific date.”
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REPRODUCTION  VS.  REPLACEMENT
THE CHEVROLET CAMARO SS

1968 Camaro SS 2020 Camaro SS
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WHICH METHODOLOGY?

Are accurate historical cost data available?
If yes, REPRODUCTION COST will be the basis of the RCNLD analysis.  
The appraiser will typical employ a “trending method,” which is a method 
of estimating the reproduction cost new (not replacement cost new) 
whereby an index or trend factor is applied to the historical cost to convert 
the known cost into an indication of current cost.

If no, REPLACEMENT COST will be the basis of the RCNLD analysis.  The 
then the appraiser must employ a “detail method,” which requires that a 
current new cost be assigned to the assets or groupings of assets, 
including all direct and indirect costs.
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REPRODUCTION COST
TRENDING METHOD

The necessary historical data required to perform a “trending method” includes:

 NARUC Account Code – a uniform system of accounts for water utilities

 Description – a detailed description of the asset or grouping of assets

 Placed In Service Year – the historical year that the asset was first placed into service by its first
owner.

 Historical Cost – the cost of an asset when is was first placed into service by its first owner.

 Location – the location and jurisdiction of the asset

 Assets Retirement Policy – is the removal of an asset or part thereof along with its historical cost.
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REPRODUCTION COST
HANDY-WHITMAN INDEX

Published continuously since 1924 and a widely
accepted index for water, gas, and electric utilities.
It reflects cost trends for six geographical regions
throughout the 48 contiguous states. Region W-6
is the states along the west coast.

16Index – a measured change in cost over time
16 of 40



REPRODUCTION COST
TRENDING METHOD

Reproduction Cost New – Historical costs are multiplied by an index
(or trend factor) to indicate current cost using the following equation.

𝑅𝑅𝑅𝑅𝑅𝑅 =
(𝑅𝑅𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝐼𝐼𝐶𝐶𝐼𝐼𝐶𝐶𝐼𝐼)

(𝐵𝐵𝐵𝐵𝐵𝐵𝐶𝐶 𝑌𝑌𝐶𝐶𝐵𝐵𝐶𝐶 𝐼𝐼𝐶𝐶𝐼𝐼𝐶𝐶𝐼𝐼)
𝐼𝐼 𝐻𝐻𝐻𝐻𝐵𝐵𝐶𝐶𝐻𝐻𝐶𝐶𝐻𝐻𝐻𝐻𝐵𝐵𝐻𝐻 𝑅𝑅𝐻𝐻𝐵𝐵𝐶𝐶

1950 = $0.50 2020 = $3.45

𝑅𝑅𝑅𝑅𝑅𝑅milk =
(690.0)
(100.0)

𝐼𝐼 $0.50 = $3.45
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REPLACEMENT COST
DETAIL METHOD

The necessary data required to perform a “detail method” includes:

 Quantity – a uniform system of accounts for water utilities

 Description – a detailed description of the asset or grouping of assets

 Placed In Service Year – the historical year that the asset was first placed into service by its first
owner.
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REPLACEMENT COST
RSMEANS DATA FROM GORDIAN

For over 70 years businesses in the construction industry
have been relying on RSMeans data to assist with
construction cost estimating. RSMeans data is compiled
and provided by Gordian, a leading source of construction
cost estimating data in the United States.

RSMeans data provides data both direct
and indirect costs.

 Direct Costs – material, labor, and
related expenditures normally and
directly incurred in the purchase and
installation of an asset, or group of
assets, into functional use

 Indirect Costs – expenditures that
may be necessary for the purchase
and installation of an asset, but not
directly attributable purchase and
installation
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REPRODUCTION / REPLACEMENT COST
EXAMPLE

In January 1968, a water utility installed 6,000 linear feet of cast iron pipe with a diameter of 6 inches. The
historical costs recorded for this are $60,000.

What is the Reproduction Cost in January 2018? What is the Replacement Cost?

𝑅𝑅𝐶𝐶𝑅𝑅𝐶𝐶𝐻𝐻𝐼𝐼𝐶𝐶𝐻𝐻𝐶𝐶𝐻𝐻𝐻𝐻𝐶𝐶 𝑅𝑅𝐻𝐻𝐵𝐵𝐶𝐶 𝑅𝑅𝐶𝐶𝑁𝑁 = (854)
(84)

𝐼𝐼 $60,000

= 10.167 x $60,000 = $610,020

Replacement Cost (Inputs)

Pipe Material = Cast Iron
Pipe Diameter = 6 inches
Length of Pipe = 6,000 LF
Direct Costs = $69.50 per LF
Indirect Costs = 25 Percent

Reproduction Cost (Inputs)

Historical Cost = $60,000
Base Year Index (1968) = 84
Current Index (2018) = 854

𝐷𝐷𝐻𝐻𝐶𝐶𝐶𝐶𝐻𝐻𝐶𝐶 𝑅𝑅𝐻𝐻𝐵𝐵𝐶𝐶𝐵𝐵 = 6,000 𝐿𝐿𝐻𝐻𝐶𝐶𝐶𝐶𝐵𝐵𝐶𝐶 𝐹𝐹𝐶𝐶𝐶𝐶𝐶𝐶 𝐼𝐼 $69.50 = $  417,000
𝐼𝐼𝐶𝐶𝐼𝐼𝐻𝐻𝐶𝐶𝐶𝐶𝐻𝐻𝐶𝐶 𝑅𝑅𝐻𝐻𝐵𝐵𝐶𝐶𝐵𝐵 = 25 𝑃𝑃𝐶𝐶𝐶𝐶𝐻𝐻𝐶𝐶𝐶𝐶𝐶𝐶 𝐼𝐼 𝐷𝐷𝐻𝐻𝐶𝐶𝐶𝐶𝐻𝐻𝐶𝐶 𝑅𝑅𝐻𝐻𝐵𝐵𝐶𝐶𝐵𝐵 = 104,250

𝑅𝑅𝐶𝐶𝑅𝑅𝐻𝐻𝐵𝐵𝐻𝐻𝐶𝐶𝑅𝑅𝐶𝐶𝐶𝐶𝐶𝐶 𝑅𝑅𝐻𝐻𝐵𝐵𝐶𝐶 𝑅𝑅𝐶𝐶𝑁𝑁 = $  521,250
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FUNCTIONAL OBSOLESCENCE

Functional Obsolescence

The American Society of Appraisers, within the book “Valuing Machinery and Equipment: The Fundamentals of
Appraising Machinery and Technical Assets,” 4th edition defines Functional Obsolescence as “a form of
depreciation in which the loss in value or usefulness of a property is caused by the inefficiencies or
inadequacies of the property itself when compared to a more efficient or less costly replacement property that
new technology might now allow.”

The Appraisal Institute, within the book, “The Appraisal of Real Estate,” 14th edition defines Functional
Obsolescence as “a flaw in the structure, materials, or design that diminishes the function, utility, and value
of the improvements,” which may be curable or incurable.

Excess Capital Costs
A type of functional obsolescence that typically results from changes in production or construction methods.
Measured by the difference between reproduction and replacement
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REPRODUCTION   VS.  REPLACEMENT
FUNCTIONAL OBSOLESCENCE – EXCESS CAPITAL COSTS

1968 Camaro SS 2020 Camaro SS

$60,000
Functional Obsolescence = Replacement Cost minus Reproduction Cost

Functional Obsolescence = $45,000 minus $60,000 = ($15,000) 

$45,000
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FUNCTIONAL OBSOLESCENCE

Other forms of functional obsolescence are characterized by:

 Super-adequacies – Included in the reproduction cost (likely not in replacement
cost) and are cost components that surpass current market standards

 Deficiencies requiring an addition – Not currently included in the estimate of cost
new and is currently desired or required in the market

 Deficiencies requiring a modification – Included in the estimate of cost new but
is not adequate or outmoded

 Deficiencies requiring an additional operating cost
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Functional Obsolescence  Super-Adequacy

8-inch water line (1968)

12-inch water line (2008)
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16-inch water line
Equivalent Utility Replacement

Functional Obsolescence  Super-Adequacy
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PHYSICAL DEPRECIATION / DETERIORATION

Physical Depreciation

The American Society of Appraisers, within the book “Valuing Machinery and Equipment: The Fundamentals of
Appraising Machinery and Technical Assets,” 4th edition defines Physical Depreciation as a “loss in value or
usefulness of a property due to the using up or expiration of its useful life caused by wear and tear,
deterioration, exposure to various elements, physical stresses, and similar factors.”

Physical Deterioration

The Appraisal Institute, within the book, “The Appraisal of Real Estate,” 14th edition defines Physical
Deterioration as “wear and tear from regular use, the impact of the elements, or damage,” which may be
curable or incurable.
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PHYSICAL DEPRECIATION / DETERIORATION

The generally accepted methods to measure physical depreciation include the following:

Age-Life Method – an arithmetic process used to calculate an asset’s expired life
and/or remaining useful life. Similar to an accounting depreciation method but is
determined through the effective age and useful life of an asset and not its accounting
life. The formula is generally recognized by the following:

𝑃𝑃𝐶𝐶𝐶𝐶𝐻𝐻𝐶𝐶𝐶𝐶𝐶𝐶𝐵𝐵𝑃𝑃𝐶𝐶 𝐻𝐻𝑜𝑜 𝑃𝑃𝑃𝑃𝑃𝐵𝐵𝐻𝐻𝐻𝐻𝐵𝐵𝐻𝐻 𝐷𝐷𝐶𝐶𝑅𝑅𝐶𝐶𝐶𝐶𝐻𝐻𝐻𝐻𝐵𝐵𝐶𝐶𝐻𝐻𝐻𝐻𝐶𝐶 =
(𝐸𝐸𝑜𝑜𝑜𝑜𝐶𝐶𝐻𝐻𝐶𝐶𝐻𝐻𝐸𝐸𝐶𝐶 𝐴𝐴𝑃𝑃𝐶𝐶)

(𝑈𝑈𝐵𝐵𝐶𝐶𝑜𝑜𝐶𝐶𝐻𝐻 𝐿𝐿𝐻𝐻𝑜𝑜𝐶𝐶)
=

(𝐸𝐸𝑜𝑜𝑜𝑜𝐶𝐶𝐻𝐻𝐶𝐶𝐻𝐻𝐸𝐸𝐶𝐶 𝐴𝐴𝑃𝑃𝐶𝐶)
(𝐸𝐸𝑜𝑜𝑜𝑜𝐶𝐶𝐻𝐻𝐶𝐶𝐻𝐻𝐸𝐸𝐶𝐶 𝐴𝐴𝑃𝑃𝐶𝐶 + 𝑅𝑅𝐶𝐶𝑅𝑅𝐵𝐵𝐻𝐻𝐶𝐶𝐻𝐻𝐶𝐶𝑃𝑃 𝐿𝐿𝐻𝐻𝑜𝑜𝐶𝐶)

Observation Method – a comparison made based on an extracted sample vs its
original specifications. For water utilities, specifically distribution mains, this is
accomplished by extracting a sample from a underground pipe and examining it in a
laboratory setting. 27 of 40



PHYSICAL DEPRECIATION / DETERIORATION

Age-Life Method Observation Method
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ECONOMIC OBSOLESCENCE

Economic obsolescence, also referred to as external obsolescence, is a component in the application of the
cost approach.

Economic Obsolescence is generally defined as follows:

. . . a form of depreciation where the loss in value of a property is caused by factors external to the
property. These may include such things as the economics of the industry; availability of financing; loss of
material and/or labor sources; passage of new legislation; changes in ordinances; increased cost of raw
materials, labor, or utilities (without an offsetting increase in product price); reduced demand for the
product; increased competition; inflation or high interest rates; or similar factors.

External Obsolescence is generally defined as follows:

External obsolescence may be caused by economic or locational factors. It may be temporary or
permanent, but it is not usually curable on the part of the owner, landlord, or tenants.
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ECONOMIC OBSOLESCENCE

Based on these various definitions, certain key characteristics concepts allow for a better understanding of
economic obsolescence.

Economic obsolescence results in a deduction from, or impairment to, the concluded value when applying cost
approach methods. Economic obsolescence does not result in an increase in value. External or economic
factors may cause the value of operating assets to increase, but economic obsolescence does not describe
such an occurrence.

Additionally, economic obsolescence is not caused by the actions of an owner of operating assets.
Accordingly, the owner of operating assets cannot correct economic obsolescence. In other words, economic
obsolescence occurs from variables outside the control of the owner of operating assets.

Economic obsolescence may not necessarily be permanent. This is because the factors that cause economic
obsolescence could change over time.
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ECONOMIC OBSOLESCENCE

The Guide to Property Tax Valuation provides a list of potential factors that may indicate the existence of
economic obsolescence. Potential factors that indicate the existence of economic obsolescence include the
following:

 The subject corporation industry is highly regulated.

 The corporation and/or the subject industry actual rate of return on assets is less than the operating assets and/or subject industry cost of
capital.

 The corporation and/or subject industry rates of return are decreasing.

 The subject corporation assets and/or the subject industry has over capacity (i.e., the taxpayer corporation and/or subject taxpayer industry
assets are underutilized).

 The subject industry competition is increasing.

 The subject industry demand is decreasing.

 The corporation and/or the subject industry supplier costs (e.g., raw materials, utilities, freight, etc.) are increasing.

 The corporation and/or subject industry labor costs are increasing.

 The subject industry is experiencing technological change and improvement (e.g., cell phone usage reduces the demand for telephone land lines
in the telecommunications industry).

 There is legislation or administrative authority requiring additional corporation assets and/or subject industry capital expenditures (e.g., the
required installation of pollution control devices).
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ECONOMIC OBSOLESCENCE

The generally accepted methods to measure economic obsolescence include the
following:

1. The Inutility Analysis Method
2. The Direct Comparison Method
3. The Capitalization of Income Loss Method
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ECONOMIC OBSOLESCENCE

1. The Inutility Analysis Method

The inutility method measures economic obsolescence based solely on the capacity and output of system
assets.

This method only relates to assets associated with the production of the good or service considered in
the inutility formula.

In other words, assets can exist in a system and operate as part of the system but may not contribute
directly to output.

In this way, the economic obsolescence of certain assets that are unrelated to the operating assets within
a system would not be measured.
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ECONOMIC OBSOLESCENCE

2. The Direct Comparison Method

The direct comparison of property with and without obsolescence method estimates economic
obsolescence by comparing the value of the subject assets (with economic obsolescence) to the value of
similar assets without economic obsolescence. The value of the comparable property in this method is
usually based on transaction data.

The direct comparison of property with and without obsolescence method can be challenging to apply.
This is because there is frequently a lack of sufficiently comparable transaction data that provides
meaningful indications of economic obsolescence.

Transaction data is often lacking because subject assets are not always comparable. In many instances,
the subject assets are complicated industrial systems. In these instances, systems are often one of a
kind and, therefore, incomparable.
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ECONOMIC OBSOLESCENCE

3. The Capitalization of Income Loss Method

According to the textbook The Appraisal of Real Estate, the capitalization of income loss method is
applied as follows: “is applied in two steps. First, the market is analyzed to quantify the income loss.
Next, the income loss is capitalized to obtain the value loss affecting the property as a whole.”

One common way to apply the capitalization of income loss method is to compare an actual return
measure with a required return measure. One common example that is supported by authoritative text
and is generally accepted involves return on assets and the WACC. An analyst might compare the WACC
(a required return measure) with the return on assets of a system (an actual return measure). Assuming
there is a shortfall in the return on assets relative to the WACC for the subject assets, dividing the return
on assets by the WACC would provide one economic obsolescence indication for the system.
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ECONOMIC OBSOLESCENCE

Alternative measures of economic obsolescence include the following:

 Analyses of industry returns – compare the returns on invested capital in the industry the subject
property operates in to returns of general or all industries.

 Supply/demand relationships – determine if competition is increasing because of a surplus of
supply or a decline in demand, causing margins to decline; develop a relationship showing a
supply/demand imbalance or a trend showing increasing supply over demand.

 Gross margin analysis – compare the gross margins (product price less raw material cost) of the
past to current gross margins, show how gross margins are declining.

 Product or raw material price changes – show how margins are declining because the product
price is stable, while the raw material prices are increasing, resulting in a decline in earnings (see
gross margin analysis above).
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ECONOMIC OBSOLESCENCE

Alternative measures of economic obsolescence include the following:

 Stock prices – compare the stock price of companies in the subject industry to a benchmark such as
the company net book to a similar ratio in the general market to show a lower stock price/net book
ratio for stocks in the subject industry.

 Sales transactions – calculate the magnitude of economic obsolescence for a similar property
acquired in the market by comparing the cost indicator of value prior to deducting economic
obsolescence to the actual sales price. (The difference is economic obsolescence.)

 The relationship between replacement cost new and the cash flows the hypothetical
replacement facility is capable of generating – compare the replacement cost new to the income
indicator of value for the same property; the difference is economic obsolescence.

 Other economic evidence indicating that the value of the subject property has been reduced
by external factors – look for indications of reduced earnings, reduced utilization, changes in use,
idle or shutdown plants in the industry or a restructuring within the industry, among others. 37 of 40



ECONOMIC OBSOLESCENCE
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RCNLD ANALYSIS – METHODOLOGY SUMMARY

Reproduction Cost New
Less: Excess Capital Costs
Replacement Cost New
Less: Physical Depreciation
Less: Functional Obsolescence
Less: Economic Obsolescence
RCNLD Conclusion
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QUESTIONS AND DISCUSSION

Kevin Zanni, ASA, CBA, CFA, CFE, CEIV

(773) 399-4333

kmzanni@willamette.com

Mark Rodriguez, ASA, MRICS

(732) 780-6010

mrodriguez@mrvaluation.com
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