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FOREWORD

This document recommends several tables of equipment index, percent good, and valuation
factors for use by all California Assessors’ in mass appraisal programs designed to derive the
market value of California business property within a band of value that meets California
property assessment appraisal standards.

If property is accurately reported on the California Business Property Statement for 2008 then
application of the factors in this document will produce market value as of lien date 2008.

As first initiated by the California Assessors’ Association in 2001, the commercial equipment
index factors and the industrial equipment index factors in Tables 1 and 2 have been
averaged into a single category of factors for each table. Use of a single category of factors
for each type of equipment will provide replacement cost estimates within a reasonable band
of value for assessment of business property. Statewide equalization and assessment
uniformity is enhanced through use of the consolidated factor tables.

Prior to approval of this document for 2002, county certified appraisers researched the issue
of whether use of the index factors in Tables 1, 2, and 3 results in an estimate of replacement
cost new or reproduction cost new. Assessor staff contacted representatives from the
publications used to derive the index factors (Marshall and Swift Publication Company and
the U. S. Bureau of Labor Statistics) while investigating this issue. Based on written material
and oral responses, staff reaffirmed the conclusion drawn in prior years that use of index
factors in this publication, when applied to a property’s original cost, typically results in the
equivalent of replacement cost new.
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Section I: Use of Equipment Index Factors

For Commercial equipment, use Table 1 found at the conclusion of Section I of this
publication.

Table 1 is a replication of Table 1 found in the 2008 version of AH581. In 2004 the Board of
Equalization (BOE) switched to the same single index methodology recommended by the
CAA. The BOE AH581 commercial factors are derived using data published by the Marshall
and Swift Publishing Company, Marshall Valuation Services. The table is an average of
eleven separate commercial equipment indexes.

For industrial machinery and equipment, use Table 2 found at the conclusion of Section I of
this publication.

Table 2 is a replication of Table 2 found in the 2008 version of AH581. In 2004 the BOE
switched to the same single index methodology recommended by the CAA.

Table 2 is an average of Producer Price Indexes that are published by the Bureau of Labor
Statistics.

For Agricultural and Construction equipment use Table 3 found at the conclusion of Section 1
of this publication. Table 3 is a replication of “Table 3: Agricultural and Construction
Equipment Index Factors,” found in the January 2008 Assessors’ Handbook Section 581.

Effects of Technological Progress
If technological progress has occurred since the acquisition date of a piece of equipment the
cost of producing a functionally superior piece of equipment may now be higher or lower.
However, the impact of technological progress is excluded from the Table 1 and Table 2
index tables based on methodology used to remove price changes associated with “quality”
enhancements. Since “quality” enhancement costs have already been identified and adjusted
out of the tables, no additional adjustment is necessary.

Maximum Recommended Equipment Index Factor

Use a maximum equipment index factor when valuing equipment. The recommended
maximum factor is the factor for an age equal to 125 percent of the estimated economic life.
(For application of this rule, please see the example on pages 4 and 5 of AH581 as published
for January 2008).

Clarification is needed when application of the 125% rule does not produce a round number.
(Example: 6 year life x 125% = 7.5 years). The recommended rounding convention when
applying the 125% calculation for the index factor is as follows:

round down if the remainder is less than .5 and round up for .5 or greater

Here are two examples:

6 year life: 6 year life x 125% = 7.5 years (you would use the maximum index
factor associated with 8 years of age)
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17 year life: 17 year life x 125% = 21.25 years (you would use the maximum
index factor associated with 21 years of age)

Exceptions to use of “Equipment Index Factors”:

If the “Remarks” Section of the Economic Life and Minimum Percent Good Table found in
Section IV of this document contains an indexing recommendation, then that
recommendation takes precedence. (As an example, some categories of property include the
remarks, “untrended”. Do not apply any indexing to those categories of property).

Tables 1, 2, and 3 start on the next page.
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Year Average
2007 100
2006 106
2005 110
2004 117
2003 121
2002 123
2001 124
2000 125
1999 127
1998 127
1997 128
1996 131
1995 132
1994 137
1993 141
1992 144
1991 146
1990 149
1989 153
1988 160
1987 167
1986 170
1985 172
1984 175
1983 180
1982 184
1981 192
1980 211
1979 229
1978 251
1977 269
1976 283
1975 300
1974 331
1973 381
1972 395
1971 407
1970 429
1969 455
1968 475

Table 1: Commercial Equipment

Section 1: Equipment Index Factors
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Year Average

2007 100
2006 103
2005 105
2004 110
2003 113
2002 114
2001 114
2000 114
1999 115
1998 116
1997 118
1996 119
1995 122
1994 125
1993 128
1992 130
1991 132
1990 136
1989 140
1988 146
1987 153
1986 155
1985 158
1984 162
1983 166
1982 169
1981 178
1980 196
1979 219
1978 241
1977 262
1976 281
1975 298
1974 347
1973 408
1972 425
1971 436
1970 455
1969 480
1968 497

Table 2: Industrial Equipment

Section 1: Equipment Index Factors


