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Abstract

A Note on Age Replacement Policy
Taking Account of Free Warranty Interval with Discounting

Naoto Kaio

In this paper, we consider the extended age replacement model taking account of free warranty
interval with discounting. We adopt the expected total discounted cost with a continuous discount
rate as a criterion of optimality and seek the optimal policy minimizing that expected cost. When
we apply the free warranty interval, the expected cost decreases and furthermore the optimal pre-
ventive maintenance age goes closer to the free warranty interval. Relationship with earlier con-
tribution is presented.

Keywords: Free warranty interval, Age replacement policy, Expected total discounted cost,
Continuous discount rate, Optimal policy



