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a difference
stop the Fax__

happen , e.g. with attractive plantings

between. prop.
rux by destroying the propty.

_a good rule is notmule is not

propty.

the diss. is that
you

This could rarely

to assen & tex_the public face of put..__
This push K into sewing__neighbors.

1

J



Used

Sheef LP - 1

I dear to use in Lynn paper

1. You can use lots of capt.
capl. is recovered quickly,a tomato grower, or

A bakery, or food will ,
a factory

-greut

2. Fut.
budly, bes. it values

approuche to

method.

LF

a
Capt in invertories, turning fast, complements labor

deal I hardlysubs.for it at all.

Better is to
M
E a
I

FVR,
other

Goodfor Appendia

Mi
1-2m²-1e

a niterally
land valuation, rather than an ....

land- residual concept,

1

lound, I be laberint. if
This is best of all, in fact.
berry grower

R.C

see # 3 .

on

m.
E a

para burt begrün
where a is o,c .

There. I = 1 · TVR

other def. when internal a
pawhen o... > internal a

low u I.

may overtate intensity
1.e. it my an income

bldg. &c.- uusid.an

1

w. band- interesity,tutis sve /X

This is save as
9. C. Fore en But

then this def giver

Xoy liter when I show how I denive I, it is
I = leim + sleim_1) - maevident why these me identical.

que



3₁ Deriving I = 1- R-C mi
R im

Not quite.

I

rent as aan
quite above

a

Now,

Less the

so

ceim
RH₂(m)

We

Above undentates

M

sum

I by treating int. on deferred...
capital input... (altho it is

cap. imput uniquely derived from beind ownecting, giving it
some special distributive position.)
a

Į

land input, when it is

11

cam

5 = 1

e
€B(n)
ce

of rent:

im

to add to numerator the interent carred by difered reut, a.
of yely rest, a, plus interest:·(

That is the sum
u

'n

ce
ce

imceint

ma
Reni)

n
i'm

Mösleinsleim -1)

Rem)

Piret Rem) = Ceim racimali

a

it is a

ma

im

e..

mu

formularize this by mring

2

- +.5(1-2 -²m)

PVB(m) = ==R.

--C

a

8.... the complement of landshare

(Rcm)- Cein) im-1



I = 1 _ m² (Rim Cin)
Riml

This formalsnews. at all times:

(tee ise file for

4 Q_>

5.

alenot limited to

more

so R.
relative to short
labor -capt. mix .

EL

1

as a

im

{[1₂ e²mondi]E[R₁
detail)

i

/ - R₁ - C

Re

PIPO.

and the highem, the

à low labor share when gehen

el

greater

im

R. meaus PVR, all

im

-1

measure
of intensity indlustater intensity of long cycles

same time, it overstater luboi's Shave the

are short is pure
as sich farm land, where burublard jet

the excess.

land effect.
half of ply. cycle.

But Ithat is less common way of reduring luberi share.
More common is the long cycle, like timber , mining,
or p.w. Here rent plus rent - derived capital
add most of the value ....

a

3

Rent- derived capl. is capt, but not product of labor.
to it is distinguishable from labor -derived capt. It
does not je umpl.



~~~ 6. Reut- derived expl. is always implicitly expensed.
But labor input into durable capt is mually cupel, for inc. tear.
Owuns labor input is also implicitly expensed.

uncumbiguous value for
or restored often .when bldg. is remodeled

Then, select most reasonable value for m , cul
evaluate I for thatpel.

C will include renveeting cash, dise
R

value at m

1... Sometimes there is no

+L

e

Taxing land-derived capt... has some of the
qualities of taxing land itself.

Labor- derived capl. is created by actively employing men, and
deliberately choosing to wweet rather than consume.

Leunst- derived capl...is created passively, by abstaining from
putting land to more active use.

cycle. L
luter

yu.
Ratio of laber-derived to land denied

nuutting higher news, plus final salvage

umi

Land- durived capt. is

5 (l - e -im)

Labor- derived capl. is the lion's share in early you,of

very 2+ piles up insmall.

cup "

4

as

decreasing fr. of m .

ceim

s(eim-1)



9. fim
ei'm

TO

-l

in defining intensity
10... When , we avoid lund- residual method, then what is
residual ?

It has to be management, the responsible agung.
bes.good compromise,

as...
you

Or, internal rate of retum on...owned asset
um let 5. be hand, well. ..C... and Ś is known in

'advance, while i. is disclosed by ex post.

Now ; let

Here, if in drags
sensitive i, so

Ţ

on

Indicating that long

is the "To of the "suplas" that is rent.

it fulls

=_ /_ m4 Si

too long, I fall.. Denom, is more
than num. [To wise),

more. land rick.
more.

non- land int. = 1.

Σ[R₁ e² ( m_w]]

in makes mix

over
arbitianity evaluating.I ovn mad

More thought needed.-

But why shidn't capt. be awarded it's o..., too ?
thing this wd. let all was have I= 1 simply byFor one

or

er

frieuse this one...

Probly, fallacy is to anume

5

(10)

wwwn of land int.plus
When news. full shove of cornning

This follows when
To the

inputs, then the sum > l..
hand.nothing is valud internally; all 0....

entrep- responsible, something is always soft. It is the
au

and I fulls..



~

é

outside observer who makes this judgment...

Interrsity. Md. be neutral as to
sefe & hand.
gielding

il.

o.c. returns to allo

In sld be added to Co , rather tham deductedfrom Ru...
for full-picture of intensity..

Re trees, esp cm, howest laben, is

12. Labor -share

gn. of what impacts

to take them all on hard, and presume an output
Now, Int. is a ratio of impacts

a. If

share

b. 1. rises with:
c/s
full ofm.
full of i

16 S =0, later shave (^) mnaffected by

C.
and when

e
FVR

dis more.

very

sensitive to

leim= s(eim -1)

when S/c is lange,
u ...is small.

2.c., if opu. is land-heary, then added time cuts labor

down , e.g.. going fromway... one year to two

large

m

6

c

1

.



ī

c

1

say going from double cropping
annual crop... to
one

a from
to single.

biennial Leven tho capl. is tied up for
yr laut tied upfor 2.)

yes...Wherever afcles are short, say mider 20
labor/land fulls badly when in risers. Excumples :

minning. (?)
vines, alfalfa, perennials, etc. Cattle, sheep.

ery farm capt, that gets ouveryfrom short cycles
inventories, indl.. 4 comm

as they turn faster they 4 laber/land, sharply.
( Why don't they A luber[capt.just onan weiche ?

Malay to
They do, but the ration are different..
capl. input has to be low relative to

high rel. to C, e.g. α = C₁
The cupl. input is

a

C

[ + [Leim-1) +5(eimElein
1

Laber Cap.

* Labor share =

That is when in is low,
C; but land input com.be

Cleim-1) . Rewrite to so:

Land

are short, capt.
is littleguin

now bevery

is
may

now scopefor further large I in labor's share by

small perioch, by cutting land's share in half.

2

to the real point hereis that when cycles

input is small, so even by cutting it in half. There

luboi's share, onde as a You But land's shave
and the there is

shortening cycles to very

in
luge,



18

, 32

_.49
1

E.g ,

Period you. Labor

4

2

1

.L
Laben share

100

100

_lov.

Reut (a)... 7VP@ 5%

100

100

100

$122 + 100x.22
,05

_110 + 10.10

122 + 440 =

= 110 + 200

105 = 10²-_*₁05 = 105 + 100.05 .

=

562

310

1 A

205

(by shorter cycles, labor gamiss not hes loudgut less, but there is.
more gross yield.)

gets

Putting pressure on eapl eur only help labor up to a poine. When agder

get short, it calls for pressure on lared to keepon helping labor.
Pressure on land also helps when one long, by helping

tree are
cycles

up. The inputs in.appreciate how much capt, is tied
eapl..not just capl but rent, and the rent is compounded.



13.

when

But

15 .

cast.

14. a bldg. of long life may complement laber
greatly, despite its own clowness, by abetting labor inside it.
Factories ; office ,

and

When I = 1- SUUR , then in every you, near and of life,
{a
FVR

R₁ < a, it reduces I
Excessive life lowen I if

raises I if i is

Hi i

a

to vives & orchards.
may

But Frees & cattle hardly do..

is an ti is residual

I a is

Co is capl. investment ", but not capt, imput,
eur init. it's not a cost?

Let it be W , wagento stop wring C.

than capt.

O.N.

16.

bldgs sooner,
longer carcass life.

Hi i means bludys. are built with lower C₂
w. less flor space for labor to work in

so for high tt on

,".

&

in capt.

makes people cut trees soown, but not demolish
Bes. hi i buus land rent. shorter u...lowers life,e

... & less ofter.

blogs.
to help labor, make it costlier to hold land, rather



17. Blodgs., like trees, (may) store up early rent
erry reduced rev. in early yes.

just stored labor, but land.
to

same as

E.g. -loss of each flow or service during consten.- thickwalls, to last reduce floor space

lossof versatility, choice!

This in my formulae
for trees.

eu

re

" Full devint " of a site w.

for later realian.
Get more later, inwests not

bldg., land input is Mreated

18.
may get into increments of capt that are
static

w. a high dam, or tallbldg.
subingul now, in

sense, I are recognized as such, but are in antic, of

future A demand . (Like 4065 Lockehaven)
to cover int. I rent. These one

In early years, receipts fait
then stored up in blog - the deficits

This is one aspect of longevity. Its under of This bundof
intensity is not good for labor at all.

9

19. Higher perceived h.c. for land, faster rengeting of cupl., severale.ge

a. Mines. Higher ore value, higher uye to recover simples, as well

copl.
b. Frees. Higher perceived a means more capl.in tren.

Hence higher use to altho this will mainly affectcut

ex curte choices, and to perceived cost of lory cycle
In s.r., the higher a adds to cost at mgn .

e. and probly early recovery
of caplysie..cash flow > ita. Probly that is meded to realize a

Blilys. Earlie demus,



20. slow tumover of inventories. A warehouse neech.
slow return of caple in bldgs.As woad weich

(Low load factor alsoA warehwere needs)

10

I mily,weeds.



:: Re PV ofproperty taxes on

VeryGood Save. All the

Bu = blog

All the way
blity value

site
value =

Assume const. cf, hence 57 depreen.(Temporarily only. This is an sary

way to forget the facts.)

B₁ = cf. 1-c-i(m-a)of
i

of = B₂ -1 -im
i
l- e -im

BoB₁ = B₂ 1- e -i(min)
Bu -im

1-e

Tu = = But

bldgs.
way through

"
you

+ Bot

m .

E
l- e - im ,ma

B₂

(t BuPVT₁ = 2(EB₂²²²^) = 28₂²t

Ŝ = PVR - C.

M

e
IM

}}

-1

Fax bene

cf la

Bo

Ź
n=f

7

Cfs. 57. vs 5h deprem.wethods.

e

{ '
1- e

in.e-i
i

1

-im.

1 -e

-im

-im
e

e

-i(m -a)

HL

-im

7te[t -memmemmeme. - o C[t

tB
l-e -im

I M

= 2EB. [ eine

[1-6-ig

+ Sme-im

.im

l- e -im

.-i'm]me

Caution : Bu is defined above mring land- residural method, implicitly

land method. This could be misleading. It, along w. s.f. method, understater

deprec



" So here I try blog-residual method,to

BR = Bldg. Residual

BR₁= V₁ ! -

U

BR

V₁ = Value o Blay.plus Land until m, at time ^.

=

Vu

a! V₂ - St Se
i

Let's see how bldg. resid. method affects depreen. When of is constant.
Note : Vn is value derived from existig bling. Mbrc. value of land & Glody. Vu + Sme

-i(m-u) -icman)
of Le

i

e -i ( mont

(cf -a)/-e-thei

cf_l=e

-im -n)

(ind)(min)

itd

So of pattern of depreen. remains unchanged, merely using smatter

annuity. That wd. be unusual. Normally, cash flow decays

and land reut rises , so bldg. depreciates faster :

a

i(m -u)
VuV₁ = ef(1-1)² 1- -²(i

i

a e- ( i -g | (n -u)

-̀g

-i(m_n)

1- e

alltg)" !_!!!!i

V₂ w. decaying c.f.

V₂ w. cout. cf.

PV rents w. sout, rut
pu rento w. rising neut

-i(man)

2

-i(man)
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2

10

LO

1

Iti
Ithiti'

e
i'm

}"

zitie

m

eineal

÷

~

< /

m

ei'm

so
d'a



making bldg, depper,faster

a simple expression for taking there fecurs ins necit

stit. line depen. (Altho it shal

way to slip into land resid method.)
B₂

B₂ = B₂ .k
K

M

TAARIFA

|

t₁ B₁ = + B₂ ((- 1²)
im

PV ET₂ = + B₂², ((- 12)e-in = 18.[Lue -12 =2 Bo
.:

Thai's ....

{

2
3 .
4

ut!

ei

Surax

..t

van vaturformas.Fato

Ils m

estat

|
ntl

M

Bo(1 - i ) = B₁ = = B₂ (max)M

Kel

ntin

2.m

= 4

3

= 5

rarely

m

is

be used, since it is so seductively easya

But n is notis not wnstant

3

{ can't be valued.

(1)



M

{ n
"(in

}}

17² + ²) =

&W

-1%

5-71²=

E

Į

== [m

1

T

t

-i (m - 1)

e

+

I fl
Li

3²+ 1²/²223

+!!!

im

it

{

e

1+ 1 +

e³i

t (-)( ) ( )mi mi

e

M -i (m -u)?{ e

in ]

to
-i(m -2)

+

t

+

+

3i

+ {
M - 1

+

Al

m

mi

|-e -i (m-m)

i'mi'm e

=+ =x̂ ²]=+m² )-ime

Subbing (2)/in (1)
-I'm -im

M

PV²7(= +8 [1----- + (1-43 *)PVEJ B₂ mi

(2)

4

(3)



1 :

m

B

|

e

e

i
î

.'")-

ime
= 4[1-12-²0i

e

When in=

-im

- 22-1²]{ e

-im

When m = 1(

+

Subbing ( 2) in_(1)

PV ²² T₁ =

im?meine

+ B₂

li

|

-i'm

-i'm

mi

(2)
(Lee attached letterfrom Meets for

exceptions.)

im

When in=

BPVε.T₁ = +B.[= + 8₂ [Ĵ^- £ (² − 1]]=+8 +-

i

IM

PV = T₁ = EB. [= - + (1 - 0)] = +B₂ {

i'm

5th

L= + B₂ -1- 1-e-im ]} u
La nous-nouseme case ver series begin with ====

-im

-B₂
DV² T =+B₂[+ = +(+--;)]= +6,7/P

?

As it
strould

(3)

as it
should



;:F

Incidental insight...
m2 "

ein

When m = ∞0

ME

A

2 = = +(1-0)= +i

This interesting summation is also regroupable

im : (( + mi)
e im iz

*

ein

u dv

U
#
=
n -ime m

+[-1---1 ]ime

Top is excessof compound over

dra =

e

uv -Sv du.

of compound over simple interest.

du

5=² -fe

= du

_V =

as :

in

You can also reache

this by integrating wing
plus.rule above

6 su

fueSuci & (i -1).du

doing.But it takzer some



SL

57

With this facter depan. (se), 5 is less affected by Iť

is less, (T= EAUTY)T is less; and dT
dt

PVT with SL is

SL

stig.Fuard

eii
e

i'm

i'm

}}

1-6²1 - -

-mi

ľ

how much less ? Take ratio

mi

eim,mi

.( mai

-L
i (cim - 1)

mi

e'love

eim

al apling

la



ium

PVET, SL

PVET, SF

SE - SL =

Me

M = 1₁

-1

mi letima

e

im

mi

S7 > SL if

-| te

(e`m-1)²

im te

mi+ [₁- --2²²-]
# 0-22]10 MI

MI

i'm

-I'm

-im

(1 - ₁²) - (1 - ~. ²) - ( 1 m.3)in
(1

Try subtacusting insteaed,get the difference

[15 ]
eine-(

-i'm

mimi

'_2 > m²

}}

im
leim-1)H[22] [ 3]m.mi ( eim -1)

m

}

3

1 -e

Hititi -2>ti

VALE

i'w ? Hd

MA

"plami pl

To

m²iz

-imee

p . &, battour

-I'm

im
-1

7b



SL =

SF

!!

1- e -im

¡

im

e

e

im

I'm

m

zim

im

-1- mi

('-m ;?)

b

1.

i'm

i'm

-1 - mi

i (eimeri )

Z

t
in

-eim _mie

leim-11²

ein (eim- - mi)

tim mi leimal

e

im

le
(e'"-1 - mi) mi-1

mi

m

im

ti (mi) ( e' -1)² - éM

(c'^~| -mi)

[:

-1

m

i'm

T
ind

--
eim

e

t

i'm1.
7teim

i'm

i'm'
-1)[m² e²¹-yhj" - c²`m +1 +ak]

e

(eim -1)
cime(mi)

I'm

me

(ein -1 - mi) (e^^ -,)

-im?

-lte-in)(eim 1)( mi - | te
(eim-1 -mi) mi

le



11

It

im

From p.7b

itt
Iti

mi

It li tiz t+

Tri

i'm(e -l²-1 _mi) mi

-e

-2

i'm
H

So S7 L SL

-mi t

2 (1+i) + i=
Iti

(i - 1)(i + 1) +1
Iti

when

ta

-ime

{}

m = 1.

2 ti
; ²
Iti

iti

Liz

Odd

8



PUST

1. Using S7 depreen

11

PU≤T= + B₂[²/²t

when m == 1,

m = 2 N≤T = + B₂t
+b₂[²i

7-
i(i+ 4/2) =ilit d

tb₂fiti
Haudly

No, it's ok.
seems

PUET =' O

PUST =

when m =

2. Using SL depen

My 2 fus.

When m = 2 ,

m
ein

(₁

M

2

seem to

Litiz

EB₂

possible. Double check

(

2, you

aun = + B₂[³
1/2

i+ i¼/it

1- e -im

#3[1-4 ]B. mi

2

(from p.1)

= &B
1/2

1+ %

pil, St formula .
tax it once, when Bu

BUST= the(1-1 ), the th
mi

iti

1+1/2

when B₁₂ = ½/ B.

tb.
2 ti

begin with incompatible first

(from 1.5)

9

terms.



When

57/[]

m = 20₁

5² ÷[ ] = 1 -SL

ime

e im

mi beim-it

56 /30.0
280

-1

· 536

i = .01₁

200
168

So PVET is lower under sh method, but not by much,

But the leverage effect s is much greater, if & → 1.

| -| te-im

mi

1

320

201.07

3

1.4

|
|

m²i2

3

5,6

1,4
3 =( - 146¾ = 53/3

= 1,54 = 146

10



Note how bley, deprems , by either formula, lowers tax

impact for below what I have assumed. of course,

life is largely responsible for thata Try_60 yn life.you

[] = 157=[ ]

SL=[ ]
60 ×, 01

~ Here, 57 maker tax burden

SL

60..01
63

|

~~ 16

1-47/74

1-001 = .93

1- 63/64

93 % of

7590

60 ×.01

no deprem .

=/----|-- 4.2

u

20

So the longer the life, the greater the diff. due to depreen.

method.

bledg., regardless of Helg, that is some as

method on bilg, and lesser PVT.L

same time, such regular lord revaluation will not

encourage durable bldg., bes. of obsolescence etc.
16

knowowners v aur will

as slower deprees., and higher PVT.

year

=

owners know that ass will revalue land under

faster deprem.

11

3/4

not revalue land under bladg., that is same



1

Present Value of Property Taxes on

A. Sinking 7. und_Depreciation assumed

Bu = Bo
1 -e-i(m-a)

1- e -im

uni

PUT = + [E == ] =4F[/-2]B₂ imi.

B. Stet. Line Depreen. Ausunmed

Bu = B₂((- 12)
PUT = =tB.[/

40

im

+ 67enimfeciff

20

60

02

80

1-e-in 7
mi

= discount coefficient from depreciation, "DCD":"
DCDs

.34

SL

1.49.673.184.189

2.21.453 1.32

3.28 .305 .472/.42

e

47[1-43"]Bo

Building

$

im -im
04

1S7 SL

2.28 .453 ,34,32

4.88.205.5881.50

10.56.095 .249.64

i'm

23.04 .043.8

8
-im

102.
01

St

·5881.50 21.12.046 851.70

.855/.70 471 0002 /

1

7.66-215.563.57

I

SL

95,19

0986.854.88 1.205.588,50

higher iThe 5.7. cleprem, is probably wis leading here, because

maker_it change, when only greater discountof futurum is intended.
~ SL is_indege of i. to cd... st. be, by wing oubincing i, different fromdiscount i.

1



::/

1

1

1

785

1.6

954
3.2

99

4.8

.99

6.4

|-.49 ,5%

= / - , 30 = 110

= / - . 21 = 291

= 10,15 = 185



:1
1

1

541
.8

195

·905 = 1.38 = 62
2.4

951

3.2
= 1- 30 =120



1

|
1

327

4

1

1

1547

8
ZAD
.695
1.2

= 1- .813 = 1181

89'- |

= 1 -₁68 = .32

= 1- .58 = .42

195 =/- 0,50 = .50
1.6



1

1

1

1.6
3.66

3.2
20,1

4,8
101

6.4

470

= | ~ .431 =

1

563

.952
1- .048 = 295

= 1-,014 =1.986
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1

2.4
9.56

3.2
22

= /= ₁251 = 1749

= 1 ~ , 145¯ = , 855



1

1

* 4

.49

1.21

1.2
2.28

·1- .816 = 184

-)=
99'

= 11,528 = 1472

.34

|-1.6 = | -.412 =
}

3.88
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Lessons from table of DCDs of St and SL depreen

1. Faster deprecu. ( SH) reduces PVET from the no- deprecu.

level of B.I by materially more then slower depreen. ( 57)
lower impact of bldg. FuxSo the

assessor can materially by

an announced policy of depreiz. blogs, fact. And of raising

land assunts, cluring mid life of blogs, which har same

to get accross

effect

big pt.a

2. My simple example where T = B₂B.I overstates impact of tax.
The overstatement, for rougle purposes, is only

for low i and short lives.

3. At higher i, s7 deprem gets slower.
Thus,

increase the bene.
also

as you increase the discount of future tuces, you
This reduces sensitivity of PUST to

higher i, and undertater reduction of PVT with si.
more inmeans5 lower deprem.

more sensitive to dig them SL.
schedule w. AL

EB₂ isBu

serious

offsets and conceals this.

future , hence is

But shift of SF

4. Taxes have less PV at higher i.
But not as much less as you wd. thinkfrom & B..

2₂



5. The advantage of facter deprem , is greater at lower i.
higher at lower i, but slower depreen, weightsBoth bundens ene

the burden to the future, makes PVT more sensitive to di

But this is concealed by # 3

faster

6. The advantage of facter deprem , is greater at longer liver

This is only weakly shown in table, but warrant

feuther study.

It looks plausible from grapher

at low i and in 57 depr. is nearly

l- e-in.
B.

l- e -im
B₁ = 8₂ 1- e-i(man)

1- e -im

888 =of s (i (m-u) - (e
ei (max)

at lower i, 57 deprem.get

in

"

11

e+ (m_n) -1(
esam-u)

·le

i(man)

same un

-1
( in

SL

3



26
m = 2
n = 1

B₂ = -ti Iti

This probably applies

+ ¡

Iti It

Iti

to inc. Fax depreen., too .

iti
2ti

{11

4

Na
↑



...P.S. Your summary

Dear Mare,
In

This

taking

your
m
{ ne- in

m

15

If one sets I

= 1

m

E nein
n=1

m

E krk
n = 1

of my remarks re annuity is correct. #Dec 3,1972

A proof could begin

Ź krk =
k = 1

Nov. 19th

exactly
not correct

11

(exactly)
The correct formula is

À

i
IFT² solven this for e- i

Setting ei =n , (and wring in i arbead ofn)
this reads

letter you

[L-e-_in_me-in]

+[1²²]e

D

correct , at you

You would then have

e¹ = l ^ i ^ i²
which, of course, is not true, albeit approximatelystitit might be even closer.

nar

Se:-é-i)² L

(mai).

can

one

mr + mr

m

wrote

see

gels (1 +itia)-1

so for small

* (m +1)e-mi

MHI

by

m
{ { { { r² = etc,
k =1 j = 1 j=1 K =J

A differentprooft would begin (this time wring x for -i & waiting to the end to sel xxvi)(over)

+ me-(m +l)i



I
1

m

2 kekk{

o.e

k =0

7
doesn't change sum

x .0to add

Any

}}

e
(1-6-ijn

More

m

}}

{

of a trick • It
The 2nd proof is trickejer , wat giver the

same answer

K₂= 0

news

Selteing e' = iti re
Canhining in this wein

Maly
tp?

your

1-2€

oty

P.S. The exact formals redures 110lo

11ations, 1. Claus.by two asi

&E= ( )] cole,
e .ele.dx 1- ex

more

!
¿2

of when you'll be where?

Matt

1

eformeld then becomes=====[₁ -( +²)=²

and at are point se

;2

1

2

- me

you13.

1

e'-hreï

this became

-(mai=

_

(mm

)
"

}

{ e[4]1

+ me e

I
get

> }}

your

-10

Approximating c'8-1
by we

formula.

(



some simbingfund math



ce simple

Then

So

te eineC
i

assm . is

MUR - Ceim - TC im-(.ce
ei'm

a depreis C wd. be :

c[M Tax base, H₂ =

a

e

Under rinking find depreen.
eimal

¡

ou ein

a C

tax is based on I for

is maturity

e

= ( ²-Tim

in
a

H₂ = V₁ = C - α €²" -² . = C
i

im -1
e

~ kerim

-(

C

:(m-u ) ]

:""

Check RIMS

never see this before ?
its

:c- c

H
= (

value of

e

+ Sm

in

eine
m-\

e

in yes.

of taxes,

e

and TISTOC.

c[l - e'(^-^²)]
l-e-im

-1

in-im = ²(n-1)

e-im

aud

7
= <[₁ - 1]

=c1 - e

( 3)

i(n-m)

1- e

How come I

-("

8



3.

Note 1 can denive S7 depreen, another wway

Convert C to

l = ci
Take PV f

a

l- e -im

=(t =

PV = C-=-=- .im
ci

1-e

this amunity in

Tax bene, H₂ = C

Value of taxes at

i(min)e

level amunity returning I in in yes.C

l- e
(

.im

1

is

yr.
e - i(man)

i

i(kum)

1 -.e -im

h = 0

now .

c!

a

ei(nama)

M

2[t H₂₁ e²(m-u)]

difficult

l-e -im

summation ?

9



V₁ = a

V₁ = a

Depreen.

b = V

l-e-mi

1- e

vie

to

dv
du

a = Viimim|-e

-i (m_n)

b = a

b =

ae

( 9a)

and

= orf imput = beim

Vi +6 = V₁ + V₂₁ - Vi[=" _ !]Vi

I'm

ae

Q =

= s.f. itiput

-im

Vi

e

a

= a -Vi

l- eni

a:-(- e- i ie ^^) = a ē² (^ - )̂= been
i(n -m) ine

Vi

-1

-mie

V-= -im

19a

..V. -imm = a



1

Proposition. The decline in value caused by.

a

can be estimated toberably accurately by capitalizing
19⁰ of V...

#fiti annuity of the and subtracting it.

the higher interest is treated ona..
than

higher cap rate.
V= ²

Origineel value,

New value, ..V.
V = itdi
Alternate estimate,

-(

214

relative to i.-

a
i tai.

+₁ = = (1- +²)= dei = I-Ai
i - di

itdi

En

My method

1

an increase ofi
an too

That is,

higher additional cost, rather

to simple !

V = V - ₁²V = V (( - 4 ) = ² (1-4 )Ai A

i^ = i^ -(4²) "

i") i²- (Ait" but not by much, unter di is laye
(^ i)

of estimate gives a value which is too low.



The reason of

interest cost on

1 would

course is

get-The

V = Vi

2 .

..my.
too high a base, V= 2

= Vi

that

night

method beuses the...

subtracting the capitulized value of 45 % of J.

V = V-4²V = V₁-A²VVi Aisi

v(i + Ai)

1

vale by adjusting, and.

itdi. -itai.
To work method, ..,. V.= V - +₁₁ V = V[1 = 8+ai]= V₁=+=+Raitai įtai



x = eur
R = {

-AR =

X =

est. of -AR =

X

A

-1₁
X

-AR

By

11

of estimate of AR

ai -i

x/.

itdi

FREMU

+ Ai

R ÷

fraction of R is surall.

si

itdi

(si)"
i(i+Ai)

R

ì thì

AC

i(i thi)

RAL

311

ť

i

11

(4i)² -i² +iv
[²(irai)

t

to

tįtai

000(
0030

Ai

Mai

si
i(itai)

i(itai)

(i)
i*((+Ai)

di
ilitai)

ever as a fraction of AR is laye.
To correct estimate, however, is clucte soup.

Ridi

Change ext. from iz

figure, which is absolutely correct.

And if the larger figure is wanted, i... R rather than AR,

the estimate is tolerable to 3 % or so.

311

(4i)*

i*(irai)

1

R-AL

.01

a

to the error asa

cos

i tai

20%, so

slightly lower

|

1

I

I

I


