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Broadband DefinedBroadband DefinedBroadband DefinedBroadband Defined
The term broadband can have differentThe term broadband can have differentThe term broadband can have different The term broadband can have different 
meanings in different contexts.meanings in different contexts.
High data rate Internet access is often High data rate Internet access is often 
shortened to just broadbandshortened to just broadbandshortened to just broadband.shortened to just broadband.
The various forms of DSL service are The various forms of DSL service are 
broadband in that digital information  is sent broadband in that digital information  is sent gg
over a highover a high--bandwidth channel above the bandwidth channel above the 
baseband voice channel on a single pair of baseband voice channel on a single pair of 
wires.wires.
Ethernet has a high base rate, so it is Ethernet has a high base rate, so it is 
sometimes referred to as broadband.sometimes referred to as broadband.
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DSL DefinedDSL DefinedDSL DefinedDSL Defined

DSLDSL isis aa technologytechnology whichwhich allowsallowsDSLDSL isis aa technologytechnology whichwhich allowsallows
simultaneoussimultaneous transmissiontransmission ofof voicevoice andand
highhigh speedspeed datadata overover thethe samesame coppercopperhighhigh speedspeed datadata overover thethe samesame coppercopper
looploop..
D tD t t i it i i ii tt ff ttDataData transmissiontransmission isis atat farfar greatergreater
speedsspeeds thanthan whatwhat thethe endend useruser cancan

hihi ii thth t diti lt diti l di ldi lachieveachieve usingusing thethe traditionaltraditional dialdial--upup
accessaccess withwith aa 5656 kbpskbps modemmodem
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Types of DSLTypes of DSLTypes of DSLTypes of DSL

Asymmetric DSL (ADSL)Asymmetric DSL (ADSL)Asymmetric DSL (ADSL)Asymmetric DSL (ADSL)
–– Most popular form of DSL technology, Most popular form of DSL technology, 

attractive to residential and small businessattractive to residential and small businessattractive to residential and small business attractive to residential and small business 
users, provides highusers, provides high--speed access to the speed access to the 
Internet without need for additional linesInternet without need for additional linesInternet without need for additional linesInternet without need for additional lines

–– Faster speeds downstream than upstreamFaster speeds downstream than upstream
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Types of DSLTypes of DSLTypes of DSLTypes of DSL

Symmetric DSL (SDSL)Symmetric DSL (SDSL)Symmetric DSL (SDSL) Symmetric DSL (SDSL) 
–– Permits equal data traffic speeds to enable Permits equal data traffic speeds to enable 

running Web and erunning Web and e mail serversmail serversrunning Web and erunning Web and e--mail serversmail servers
–– Characterized by equal upstream and Characterized by equal upstream and 

downstream data transmission speedsdownstream data transmission speedsdownstream data transmission speedsdownstream data transmission speeds
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Types of DSLTypes of DSLTypes of DSLTypes of DSL

Variations of ADSL and SDSLVariations of ADSL and SDSLVariations of ADSL and SDSLVariations of ADSL and SDSL
–– ISDN based DSL (IDSL)ISDN based DSL (IDSL)

Hi h Bit R t DSL (HDSL)Hi h Bit R t DSL (HDSL)–– High Bit Rate DSL (HDSL)High Bit Rate DSL (HDSL)
–– Rate Adaptive DSL (RADSL)Rate Adaptive DSL (RADSL)
–– Very High Bit Rate DSL (VDSL)Very High Bit Rate DSL (VDSL)
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NECA’s DSLNECA’s DSL Tariff OfferingsTariff OfferingsNECA s DSLNECA s DSL Tariff OfferingsTariff Offerings

ADSL and SDSLADSL and SDSL RetailRetailADSL and SDSL ADSL and SDSL –– RetailRetail
–– VoiceVoice--Data option, must be provided in Data option, must be provided in 

conjunction with local exchange serviceconjunction with local exchange serviceconjunction with local exchange serviceconjunction with local exchange service
–– Data only option, no requirement to Data only option, no requirement to 

purchase local exchange service linepurchase local exchange service linepurchase local exchange service linepurchase local exchange service line
DSL Discount Pricing Arrangement DSL Discount Pricing Arrangement 
(DPA)(DPA) WholesaleWholesale(DPA) (DPA) –– WholesaleWholesale
–– Monthly and Term PlanMonthly and Term Plan
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Components of DSL ServiceComponents of DSL Service
Digital Subscriber Line Access Digital Subscriber Line Access 
Multiplexer (DSLAM) Multiplexer (DSLAM) 
–– Used to multiplex DSL subscribers’ linesUsed to multiplex DSL subscribers’ lines
–– Separates voice and dataSeparates voice and datapp
–– Normally located in central office, field Normally located in central office, field 

cabinet or remotecabinet or remote
Local LoopLocal Loop
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Components of DSL ServiceComponents of DSL Service

POTS SplitterPOTS Splitter
–– Filters telephone service signal fromFilters telephone service signal fromFilters telephone service signal from Filters telephone service signal from 

DSL signalDSL signal
ModemModemModemModem
–– Establishes translationEstablishes translation

T l h FiltT l h FiltTelephone FilterTelephone Filter
–– Provides filtering of voice serviceProvides filtering of voice service
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Regulated ILEC is ProvidingRegulated ILEC is ProvidingRegulated ILEC is Providing Regulated ILEC is Providing 
Retail DSL to End UserRetail DSL to End User

DSLAM DSLAM –– Recorded in account 2232 Recorded in account 2232 
“Circuit Equipment DSL”“Circuit Equipment DSL”
Software Upgrades Software Upgrades –– Separate 2232 Separate 2232 pgpg pp
account or 2690 Intangibles (3 year account or 2690 Intangibles (3 year 
amortization)amortization)))
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Regulated ILEC is ProvidingRegulated ILEC is ProvidingRegulated ILEC is Providing Regulated ILEC is Providing 
Retail DSL to End UserRetail DSL to End User

Local LoopLocal Loop
ADSL d SDSL V iADSL d SDSL V i D t thD t th–– ADSL and SDSL VoiceADSL and SDSL Voice--Data use the Data use the 
existing copper loop, therefore no existing copper loop, therefore no 
additional costs are recordedadditional costs are recorded

–– DataData--Only requires separate copper Only requires separate copper 
facilities and should be recorded in facilities and should be recorded in 
account 2421 “Aerial Cable” or accountaccount 2421 “Aerial Cable” or accountaccount 2421 Aerial Cable  or account account 2421 Aerial Cable  or account 
2423 “Buried Cable”2423 “Buried Cable”
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Regulated ILEC is ProvidingRegulated ILEC is ProvidingRegulated ILEC is Providing Regulated ILEC is Providing 
Retail DSL to End UserRetail DSL to End User

CPE (modems, splitters and filters)CPE (modems, splitters and filters)
C i l t t l DSLC i l t t l DSL–– Companies may elect to lease DSL Companies may elect to lease DSL 
modems, etc. to customers or to modems, etc. to customers or to 
sell/give awaysell/give away

–– If leased, accounted for the same as If leased, accounted for the same as 
other customer premises equipment, other customer premises equipment, 
account 2311account 2311account 2311account 2311

–– If sold or given to end user, expense as If sold or given to end user, expense as 
cost of sales, account 6311cost of sales, account 6311
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Regulated ILEC is ProvidingRegulated ILEC is ProvidingRegulated ILEC is Providing Regulated ILEC is Providing 
Retail DSL to End UserRetail DSL to End User

RevenuesRevenues
–– All recurring and nonAll recurring and non--recurring recurring 

charges billed using the NECA tariff charges billed using the NECA tariff 
for the pro ision of interstate DSL arefor the pro ision of interstate DSL arefor the provision of interstate DSL are for the provision of interstate DSL are 
recorded as Special Access (5083) recorded as Special Access (5083) 
and reported to NECA; suggest suband reported to NECA; suggest suband reported to NECA; suggest sub and reported to NECA; suggest sub 
accounts.  Revenues greater than accounts.  Revenues greater than 
NECA tariff are nonregulated.NECA tariff are nonregulated.
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Regulated ILEC is ProvidingRegulated ILEC is ProvidingRegulated ILEC is Providing Regulated ILEC is Providing 
Retail DSL to End UserRetail DSL to End User
Revenues (continued)Revenues (continued)
–– ILEC is ISP and therefore should ILEC is ISP and therefore should 

charge the noncharge the non--regulated side for regulated side for 
i t tii t tiinterconnectioninterconnection

–– Requires entry charging nonreg Requires entry charging nonreg 
d diti S i l Ad diti S i l Aexpense and crediting Special Access expense and crediting Special Access 

(5083)(5083)
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Regulated ILEC is ProvidingRegulated ILEC is ProvidingRegulated ILEC is Providing Regulated ILEC is Providing 
Retail DSL to End UserRetail DSL to End User
Expenses associated with DSLAMExpenses associated with DSLAM

C t l ffi t i t tC t l ffi t i t t–– Central office type maintenance, etc.Central office type maintenance, etc.
Charged to account 6232 “Repair of Circuit Charged to account 6232 “Repair of Circuit 
Equipment DSL”Equipment DSL”Equipment DSLEquipment DSL

–– Charges incurred with initial setup of Charges incurred with initial setup of 
DSLAM should be capitalized with DSLAMDSLAM should be capitalized with DSLAMDSLAM should be capitalized with DSLAMDSLAM should be capitalized with DSLAM
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Regulated ILEC is ProvidingRegulated ILEC is ProvidingRegulated ILEC is Providing Regulated ILEC is Providing 
Retail DSL to End UserRetail DSL to End User
Costs associated with installation and Costs associated with installation and 
sale of modem and splittersale of modem and splittersale of modem and splittersale of modem and splitter
–– Cost of Goods SoldCost of Goods Sold

Installation at the customer’s premisesInstallation at the customer’s premises–– Installation at the customer s premisesInstallation at the customer s premises
–– Charged to 6311 “Cost of NonCharged to 6311 “Cost of Non--regulated regulated 

Equipment Sold and Installation of CPE”Equipment Sold and Installation of CPE”Equipment Sold and Installation of CPEEquipment Sold and Installation of CPE
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Regulated ILEC is ProvidingRegulated ILEC is ProvidingRegulated ILEC is Providing Regulated ILEC is Providing 
Retail DSL to End UserRetail DSL to End User
Costs associated with modifying loop Costs associated with modifying loop 
for DSLfor DSL
–– Removal of load coilsRemoval of load coils

If unit of property, record retirement and If unit of property, record retirement and 
associated costs of removalassociated costs of removal
If load coils are not unit of property, record to If load coils are not unit of property, record to 
account 6423 “Repair of Buried Cableaccount 6423 “Repair of Buried Cable DSL”DSL”account 6423 Repair of Buried Cable account 6423 Repair of Buried Cable -- DSLDSL
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Regulated ILEC is ProvidingRegulated ILEC is ProvidingRegulated ILEC is Providing Regulated ILEC is Providing 
Retail DSL to End UserRetail DSL to End User
Costs associated with modifying loop Costs associated with modifying loop 
for DSLfor DSL
–– Removal of bridge tapsRemoval of bridge taps

If unit of property, record retirement and If unit of property, record retirement and p p y,p p y,
associated costs of removalassociated costs of removal
If not unit of property, record to account 6423 If not unit of property, record to account 6423 
“Repair of Buried Cable“Repair of Buried Cable DSL”DSL”“Repair of Buried Cable “Repair of Buried Cable -- DSL”DSL”
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Regulated ILEC is Regulated ILEC is 
SSProviding Wholesale DSL Providing Wholesale DSL 

to Subsidiary via DPAto Subsidiary via DPAto Subsidiary via DPA to Subsidiary via DPA 
(Discount Pricing Arrangement)(Discount Pricing Arrangement)
Regulated Equipment and upgrades Regulated Equipment and upgrades 
recorded on the regulated ILEC’s recorded on the regulated ILEC’s 
books essentially the same as books essentially the same as 
“Retail” scenario.“Retail” scenario.
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Regulated ILEC is Regulated ILEC is gg
Providing Wholesale DSL Providing Wholesale DSL 
to Subsidiary via DPAto Subsidiary via DPAto Subsidiary via DPAto Subsidiary via DPA

CPE (modems, splitters and filters)CPE (modems, splitters and filters)
–– NonNon--regulated subsidiary provides to regulated subsidiary provides to 

end user and records appropriately on end user and records appropriately on 
subsidiary books.subsidiary books.
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Regulated ILEC isRegulated ILEC isRegulated ILEC is Regulated ILEC is 
Providing Wholesale DSL Providing Wholesale DSL 
t S b idi i DPAt S b idi i DPAto Subsidiary via DPAto Subsidiary via DPA

Regulated ILEC bills subsidiaryRegulated ILEC bills subsidiaryRegulated ILEC bills subsidiary Regulated ILEC bills subsidiary 
using NECA tariff (per line charge using NECA tariff (per line charge 
and installation charge)and installation charge)and installation charge)and installation charge)
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Regulated ILEC isRegulated ILEC isRegulated ILEC is Regulated ILEC is 
Providing Wholesale DSL Providing Wholesale DSL 
t S b idi i DPAt S b idi i DPAto Subsidiary via DPAto Subsidiary via DPA
NECA tariff provides two discountNECA tariff provides two discountNECA tariff provides two discount NECA tariff provides two discount 
plansplans
–– Monthly plan, monthMonthly plan, month--to month basis to month basis 

ith di t li hith di t li hwith discount on per line chargewith discount on per line charge
–– Term Plan, one or three year Term Plan, one or three year 

commitment with larger discount on percommitment with larger discount on percommitment with larger discount on per commitment with larger discount on per 
line charge.  Flat monthly per wire line charge.  Flat monthly per wire 
center charge.  Installation charge center charge.  Installation charge 
waivedwaived
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Regulated ILEC isRegulated ILEC isRegulated ILEC is Regulated ILEC is 
Providing Wholesale DSL Providing Wholesale DSL 

SSto Subsidiary via DPAto Subsidiary via DPA
RevenuesRevenuesRevenuesRevenues
–– Regulated ILEC reports revenue billed Regulated ILEC reports revenue billed 

under the NECA tariff to NECAunder the NECA tariff to NECAunder the NECA tariff to NECA.  under the NECA tariff to NECA.  
Revenues should be recorded in Revenues should be recorded in 
5083.5083.
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Regulated ILEC isRegulated ILEC isRegulated ILEC is Regulated ILEC is 
Providing Wholesale DSL Providing Wholesale DSL 

SSto Subsidiary via DPAto Subsidiary via DPA
Revenues (continued)Revenues (continued)Revenues (continued)Revenues (continued)
–– Subsidiary is ISP and therefore ILEC Subsidiary is ISP and therefore ILEC 

should charge the subsidiary forshould charge the subsidiary forshould charge the subsidiary for should charge the subsidiary for 
interconnection.  These revenues are interconnection.  These revenues are 
reported by ILEC to NECA and reported by ILEC to NECA and p yp y
recorded in 5083.recorded in 5083.
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Regulated ILEC isRegulated ILEC isRegulated ILEC is Regulated ILEC is 
Providing Wholesale DSL Providing Wholesale DSL 

SSto Subsidiary via DPAto Subsidiary via DPA
Revenues (continued)Revenues (continued)Revenues (continued)Revenues (continued)
–– Subsidiary is free to charge end user Subsidiary is free to charge end user 

whatever rates they feel arewhatever rates they feel arewhatever rates they feel are whatever rates they feel are 
appropriate.  Subsidiary assumes appropriate.  Subsidiary assumes 
responsibility for DSL service.responsibility for DSL service.p yp y
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Regulated ILEC is Regulated ILEC is gg
Providing Wholesale DSL Providing Wholesale DSL 
t S b idi i DPAt S b idi i DPAto Subsidiary via DPAto Subsidiary via DPA
ExpensesExpenses
–– ILEC charges expenses much the same ILEC charges expenses much the same 

as “retail” scenario.  Segregate as much as “retail” scenario.  Segregate as much 
as possible to maximize revenue as possible to maximize revenue 
requirement.  DSL is 100% interstate requirement.  DSL is 100% interstate 
unless the company has frozen COEunless the company has frozen COEunless the company has frozen COE unless the company has frozen COE 
categories.categories.
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Regulated ILEC is Regulated ILEC is gg
Providing Wholesale DSL Providing Wholesale DSL 
to Subsidiary via DPAto Subsidiary via DPAto Subsidiary via DPAto Subsidiary via DPA
Expenses (continued)Expenses (continued)
–– Subsidiary classifies amounts paid to ILEC Subsidiary classifies amounts paid to ILEC 

as access or expense classification as access or expense classification 
management feels is most useful.  Sub management feels is most useful.  Sub 
accounts are recommended.accounts are recommended.
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NonNon--Regulated Subsidiary isRegulated Subsidiary isNonNon Regulated Subsidiary is Regulated Subsidiary is 
Providing DSL to End UserProviding DSL to End User

Subsidiary owns equipment and Subsidiary owns equipment and 
assumes responsibility for DSL serviceassumes responsibility for DSL serviceassumes responsibility for DSL serviceassumes responsibility for DSL service
–– Free to charge rates management Free to charge rates management 

determines are appropriatedetermines are appropriatepp ppp p
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NonNon--Regulated Subsidiary isRegulated Subsidiary isNonNon Regulated Subsidiary is Regulated Subsidiary is 
Providing DSL to End UserProviding DSL to End User

–– ILEC might need to charge subsidiary for ILEC might need to charge subsidiary for 
interconnection and/or transport if interconnection and/or transport if 
subsidiary does not have facilitiessubsidiary does not have facilities

–– ILEC charges subsidiary cost based loop ILEC charges subsidiary cost based loop 
rentalrental
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Regulated vs. NonRegulated vs. Non--
Regulated DSLRegulated DSL

When DSL is nonWhen DSL is non regulated ILEC mustregulated ILEC mustWhen DSL is nonWhen DSL is non--regulated, ILEC must regulated, ILEC must 
apportion costs between regulated and apportion costs between regulated and 
nonnon regulated depending on how theregulated depending on how thenonnon--regulated depending on how the regulated depending on how the 
nonnon--regulated services are provided.regulated services are provided.
S i id d t ffili t dS i id d t ffili t dServices provided to an affiliate under Services provided to an affiliate under 
tariff are recorded as revenues at the tariff are recorded as revenues at the 
t iff tt iff ttariff rate.tariff rate.
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Regulated vs. NonRegulated vs. Non--
Regulated DSLRegulated DSL

NonNon tariffed services provided antariffed services provided anNonNon--tariffed services provided an tariffed services provided an 
affiliate are recorded at the higher of affiliate are recorded at the higher of 
fair market value or fully distributedfair market value or fully distributedfair market value or fully distributed fair market value or fully distributed 
costs.costs.
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Regulated vs. NonRegulated vs. Non--
Regulated DSLRegulated DSL

When the regulated ILEC provides nonWhen the regulated ILEC provides nonWhen the regulated ILEC provides nonWhen the regulated ILEC provides non--
regulated DSL directly to its end users, regulated DSL directly to its end users, 
the ILEC must:the ILEC must:the ILEC must:the ILEC must:
–– Allocate costs according to Part 64Allocate costs according to Part 64

Dedicated costs should be directly assignedDedicated costs should be directly assignedDedicated costs should be directly assignedDedicated costs should be directly assigned
Joint or common costs should be allocatedJoint or common costs should be allocated
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Ethernet Transport Service Ethernet Transport Service 
OverviewOverview

Ethernet Transport Service (ETS) is aEthernet Transport Service (ETS) is aEthernet Transport Service (ETS) is a Ethernet Transport Service (ETS) is a 
packet switched based service used to packet switched based service used to 
transport information (data voicetransport information (data voicetransport information (data, voice, transport information (data, voice, 
video) at high speeds from one video) at high speeds from one 
destination to anotherdestination to anotherdestination to another destination to another 
Speeds of 5 Mbps to 1 GbpsSpeeds of 5 Mbps to 1 Gbps
Supports both copper and fiber Supports both copper and fiber 
mediumsmediums
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Ethernet Transport Service Ethernet Transport Service 
OverviewOverview

Can be endCan be end toto end Service orend Service orCan be endCan be end--toto--end Service orend Service or
Can be interconnected with LEC’s DSL Can be interconnected with LEC’s DSL 

t kt knetworknetwork
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Ethernet Transport Service Ethernet Transport Service 
OverviewOverview

Uses Point to Point Protocol (PPP) which is aUses Point to Point Protocol (PPP) which is aUses Point to Point Protocol (PPP) which is a Uses Point to Point Protocol (PPP) which is a 
data link protocol used to establish a direct data link protocol used to establish a direct 
connection between terminal equipment.  connection between terminal equipment.  
M t I t t i id PPP fM t I t t i id PPP fMost Internet service providers use PPP for Most Internet service providers use PPP for 
customer dialcustomer dial--up access to the Internet. Two up access to the Internet. Two 
encapsulated forms of PPP, Pointencapsulated forms of PPP, Point--toto--PointPointencapsulated forms of PPP, Pointencapsulated forms of PPP, Point toto Point Point 
protocol over Ethernet (PPPoE) and Pointprotocol over Ethernet (PPPoE) and Point--toto--
Point Protocol over ATM (PPPoA), are used Point Protocol over ATM (PPPoA), are used 
b I t t S i P id t tb I t t S i P id t tby Internet Service Providers to connect by Internet Service Providers to connect 
broadband Internet service.broadband Internet service.
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Ethernet Transport vs.Ethernet Transport vs.
ATM T tATM T tATM TransportATM Transport

Both use packet switchingBoth use packet switchingBoth use packet switchingBoth use packet switching
ATM is a packet switching protocol that ATM is a packet switching protocol that 

d d t i t ll fi dd d t i t ll fi d i di dencodes data into small fixedencodes data into small fixed--sized sized 
cells. cells. 
With ATM, everything is transported in With ATM, everything is transported in 
a fixed length (even if you don’t use all a fixed length (even if you don’t use all 
of it), so there is wasted space. of it), so there is wasted space. 
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Ethernet Transport vs. Ethernet Transport vs. 
ATM TransportATM Transport

Ethernet protocol uses variableEthernet protocol uses variable--lengthlengthEthernet protocol uses variableEthernet protocol uses variable length length 
packets called frames to carry data.packets called frames to carry data.
Because the frames are variableBecause the frames are variable--length, length, gg
there is no wasted space.there is no wasted space.
ETS allows faster data speeds (greater ETS allows faster data speeds (greater 
b d idth) t t t l llb d idth) t t t l llbandwidth) to customers at a lower overall bandwidth) to customers at a lower overall 
cost.cost.
ETS allows more bandwidth to moreETS allows more bandwidth to moreETS allows more bandwidth to more ETS allows more bandwidth to more 
customers and more bandwidth to individual customers and more bandwidth to individual 
customers.customers.
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Ethernet Transport vs. Ethernet Transport vs. 
ATM TransportATM Transport

ATM is more structured than ETSATM is more structured than ETSATM is more structured than ETS ATM is more structured than ETS 
because of the fixed sized cells.because of the fixed sized cells.
ATM paths to the Internet “cloud” areATM paths to the Internet “cloud” areATM paths to the Internet cloud  are ATM paths to the Internet cloud  are 
predefined.predefined.
ETS is less structured and takesETS is less structured and takesETS is less structured and takes ETS is less structured and takes 
whatever path is available.whatever path is available.
With ETS you are not paying forWith ETS you are not paying forWith ETS you are not paying for With ETS you are not paying for 
features that provide the structure that features that provide the structure that 
ATM has.ATM has.
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Ethernet Transport vs. Ethernet Transport vs. 
ATM TransportATM Transport

Traditional DSL using PPPoATraditional DSL using PPPoA HighestHighestTraditional DSL using PPPoA Traditional DSL using PPPoA –– Highest Highest 
speed speed -- 1.5 MG (downstream)1.5 MG (downstream)
T diti l DSL i PPP ET diti l DSL i PPP E Hi h tHi h tTraditional DSL using PPPoE Traditional DSL using PPPoE –– Highest Highest 
speed (over copper) speed (over copper) –– 6 MG 6 MG 
6 MG is the highest ADSL speed under  6 MG is the highest ADSL speed under  
the NECA tariff.the NECA tariff.
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Ethernet TransportEthernet TransportEthernet TransportEthernet Transport

Ethernet transport in the NECA tariff isEthernet transport in the NECA tariff isEthernet transport in the NECA tariff is Ethernet transport in the NECA tariff is 
referring to transmission service to get referring to transmission service to get 
from one point to anotherfrom one point to anotherfrom one point to another.  from one point to another.  
It is not the Ethernet technology.It is not the Ethernet technology.
Ethernet transport in the NECA Tariff is Ethernet transport in the NECA Tariff is 
not a substitute for DLS.not a substitute for DLS.
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Ethernet TransportEthernet TransportEthernet TransportEthernet Transport

To provide Ethernet transport serviceTo provide Ethernet transport serviceTo provide Ethernet transport service To provide Ethernet transport service 
under the NECA tariff you must have under the NECA tariff you must have 
an Ethernet Transport Capable Wirean Ethernet Transport Capable Wirean Ethernet Transport Capable Wire an Ethernet Transport Capable Wire 
Center.  Center.  
Must have a network capable of movingMust have a network capable of movingMust have a network capable of moving Must have a network capable of moving 
information at the ETS tariffed speeds.information at the ETS tariffed speeds.
The electronics (routers) on the end ofThe electronics (routers) on the end ofThe electronics (routers) on the end of The electronics (routers) on the end of 
the fiber (or copper) are what allows the fiber (or copper) are what allows 
this.this.

43434343



Ethernet TransportEthernet TransportEthernet TransportEthernet Transport

The equipment used for ETS is similarThe equipment used for ETS is similarThe equipment used for ETS is similar The equipment used for ETS is similar 
to ATM transport, but have to account to ATM transport, but have to account 
for it differentlyfor it differentlyfor it differently.for it differently.
Important for accounting department to Important for accounting department to 

k ith th d t t ik ith th d t t iwork with other departments in work with other departments in 
understanding the design of their understanding the design of their 

’ ETS f iliti’ ETS f iliticompany’s ETS facilities.company’s ETS facilities.
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Service ScenarioService Scenario
“Before ETS”“Before ETS”
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Service ScenarioService Scenario
“Before ETS”“Before ETS”

Original DSL network with a singleOriginal DSL network with a singleOriginal DSL network with a single Original DSL network with a single 
router.router.
U i “d i h i ” f DSLAM tU i “d i h i ” f DSLAM tUsing “daisy chain” from DSLAM to Using “daisy chain” from DSLAM to 
DSLAM (a circuit system).DSLAM (a circuit system).
Fit the ATM protocol.Fit the ATM protocol.
Highest DSL speed was 1.5 MG Highest DSL speed was 1.5 MG g pg p
(downstream).(downstream).
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Service ScenarioService Scenario
“After ETS”“After ETS”After ETSAfter ETS
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Service ScenarioService Scenario
“After ETS”“After ETS”After ETSAfter ETS

Installed new routers that supportInstalled new routers that supportInstalled new routers that support Installed new routers that support 
Ethernet transport protocol.Ethernet transport protocol.
D l t i h hD l t i h hDual routers in each exchange.Dual routers in each exchange.
Redundancy between router and Redundancy between router and 
DSLAM.DSLAM.
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Accounting for ETS OperationsAccounting for ETS OperationsAccounting for ETS OperationsAccounting for ETS Operations

The new router in wire center (CO)The new router in wire center (CO)The new router in wire center (CO) The new router in wire center (CO) 
recorded in separate 2232 account recorded in separate 2232 account ––
“Circuit Equipment“Circuit Equipment Packet”Packet”Circuit Equipment Circuit Equipment -- PacketPacket
New soft switches recorded in separate New soft switches recorded in separate 
2212 t2212 t “Di it l El t i“Di it l El t i2212 account 2212 account –– “Digital Electronic “Digital Electronic 
Switching Switching –– Packet”Packet”
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Accounting for ETS OperationsAccounting for ETS OperationsAccounting for ETS OperationsAccounting for ETS Operations

Software UpgradesSoftware Upgrades Separate 2232Separate 2232Software Upgrades Software Upgrades –– Separate 2232 Separate 2232 
account or 2690 Intangibles (3 year account or 2690 Intangibles (3 year 
amortization)amortization)amortization)amortization)
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Accounting for ETS OperationsAccounting for ETS OperationsAccounting for ETS OperationsAccounting for ETS Operations

Revenues (similar to DSL)Revenues (similar to DSL)Revenues (similar to DSL)Revenues (similar to DSL)
–– Regulated ILEC bills subsidiary using Regulated ILEC bills subsidiary using 

NECA tariffNECA tariffC aC a
–– Subsidiary is ISP and therefore ILEC Subsidiary is ISP and therefore ILEC 

should charge the subsidiary for should charge the subsidiary for 
i i Thi i Thinterconnection.  These revenues are interconnection.  These revenues are 
reported by ILEC to NECA and recorded in reported by ILEC to NECA and recorded in 
508350835083.5083.

–– Subsidiary is free to charge end user Subsidiary is free to charge end user 
whatever rates they feel are appropriate.  whatever rates they feel are appropriate.  
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Accounting for ETS OperationsAccounting for ETS OperationsAccounting for ETS OperationsAccounting for ETS Operations

Expenses (similar to DSL)Expenses (similar to DSL)Expenses (similar to DSL)Expenses (similar to DSL)
–– Expenses associated with the ETS routersExpenses associated with the ETS routers

Central office type maintenance etc chargedCentral office type maintenance etc chargedCentral office type maintenance, etc. charged Central office type maintenance, etc. charged 
to separate 6232 account “Circuit Equipment to separate 6232 account “Circuit Equipment ––
Packet Packet –– ExpenseExpense”.

–– Expenses associated with ETS Soft Expenses associated with ETS Soft 
SwitchesSwitches

Maintenance, etc. charged to separate 6212 Maintenance, etc. charged to separate 6212 
account “Digital Electronic Switching account “Digital Electronic Switching –– Packet Packet 
–– ExpenseExpense”
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Accounting for ETS OperationsAccounting for ETS OperationsAccounting for ETS OperationsAccounting for ETS Operations

Expenses (similar to DSL)Expenses (similar to DSL)Expenses (similar to DSL)Expenses (similar to DSL)
–– Subsidiary classifies amounts paid to ILEC Subsidiary classifies amounts paid to ILEC 

as access or expense classificationas access or expense classificationas access or expense classification as access or expense classification 
management feels is most useful.  Sub management feels is most useful.  Sub 
accounts are recommended.accounts are recommended.accounts are recommended.accounts are recommended.
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NECA’s ETS Tariff OfferingsNECA’s ETS Tariff OfferingsNECA s ETS Tariff OfferingsNECA s ETS Tariff Offerings

Filing with FCC Tariff #4 tells the wholeFiling with FCC Tariff #4 tells the wholeFiling with FCC Tariff #4 tells the whole Filing with FCC Tariff #4 tells the whole 
world that you are an Ethernet transport world that you are an Ethernet transport 
wire centerwire centerwire center.wire center.
See DSL Reference Guide See DSL Reference Guide –– for the for the 
NECA DSL ATMNECA DSL ATM CRS d ETS T iffCRS d ETS T iffNECA DSL, ATMNECA DSL, ATM--CRS and ETS TariffsCRS and ETS Tariffs
on the NECA website. on the NECA website. 
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NECA’s ETS Tariff OfferingsNECA’s ETS Tariff OfferingsNECA s ETS Tariff OfferingsNECA s ETS Tariff Offerings

There are numerous scenarios withThere are numerous scenarios withThere are numerous scenarios with There are numerous scenarios with 
different ETS tariffs.different ETS tariffs.
S th t l t th ETS iS th t l t th ETS iSome that apply to the ETS scenario Some that apply to the ETS scenario 
above:above:
–– ETS Channel Termination FeeETS Channel Termination Fee
–– ETS Port ChargeETS Port Chargegg
–– ETS Interswitch EVC FeeETS Interswitch EVC Fee
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NECA’s ETS Tariff OfferingsNECA’s ETS Tariff OfferingsNECA s ETS Tariff OfferingsNECA s ETS Tariff Offerings

ETS Channel Termination FeeETS Channel Termination FeeETS Channel Termination FeeETS Channel Termination Fee
–– This fee recovers the cost of the This fee recovers the cost of the 

t t f ilit ( i ) t k tht t f ilit ( i ) t k thtransport facility (wire) to make the transport facility (wire) to make the 
connection between the ISP’s router connection between the ISP’s router 

d th t l ’ DSL t ( thld th t l ’ DSL t ( thland the telco’s DSL router (monthly and the telco’s DSL router (monthly 
and nonand non--recurring charges, one recurring charges, one 
di t iti 300 ft ddi t iti 300 ft ddistance sensitive,<> 300 ft., and one distance sensitive,<> 300 ft., and one 
based on speed of connection).based on speed of connection).
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NECA’s ETS Tariff OfferingsNECA’s ETS Tariff OfferingsNECA s ETS Tariff OfferingsNECA s ETS Tariff Offerings

ETS Port ChargesETS Port ChargesETS Port ChargesETS Port Charges
–– Basic Port Charge is for interfacing the Basic Port Charge is for interfacing the 

information from the ISP to the Telco’s information from the ISP to the Telco’s o a o o e S o e e co so a o o e S o e e co s
network using ETS Channel Termination network using ETS Channel Termination 
(monthly and non(monthly and non--recurring charges based recurring charges based 
on speed of connection)on speed of connection)on speed of connection).on speed of connection).

–– DSL ASCP Charge is for allowing the DSL ASCP Charge is for allowing the 
ISP’s network to “talk” to the Telco’sISP’s network to “talk” to the Telco’sISP s network to talk  to the Telco s ISP s network to talk  to the Telco s 
network (nonnetwork (non--recurring charge based on recurring charge based on 
speed of connection).speed of connection).
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NECA’s ETS Tariff OfferingsNECA’s ETS Tariff OfferingsNECA s ETS Tariff OfferingsNECA s ETS Tariff Offerings

ETS Interswitch EVC FeeETS Interswitch EVC FeeETS Interswitch EVC FeeETS Interswitch EVC Fee
–– Interswitch EVC (Ethernet Virtual Interswitch EVC (Ethernet Virtual 

Connection) fee is for providing aConnection) fee is for providing aConnection) fee is for providing a Connection) fee is for providing a 
connection between two ETS Ports in connection between two ETS Ports in 
different wire centers within the telco’sdifferent wire centers within the telco’sdifferent wire centers within the telco s different wire centers within the telco s 
serving territory (monthly and nonserving territory (monthly and non--
recurring charges based on speed of recurring charges based on speed of 
connection).connection).
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Depreciation Issues Depreciation Issues 

Most telcos use group methodMost telcos use group method
IntroductionIntroduction

Most telcos use group method Most telcos use group method 
depreciation, whereby a rate calculated depreciation, whereby a rate calculated 
for a group of assets is applied to thefor a group of assets is applied to thefor a group of assets is applied to the for a group of assets is applied to the 
group to compute depreciation group to compute depreciation 
expense.expense.
This method specifies that gains and This method specifies that gains and 
losses are generally not recognized losses are generally not recognized 
when retirements are made.when retirements are made.
Group methods are in accordance with Group methods are in accordance with 
GAAP. GAAP. 

5959



Depreciation Issues Depreciation Issues 

Many telcos are experiencing aMany telcos are experiencing a

IntroductionIntroduction
Many telcos are experiencing a Many telcos are experiencing a 
situation where accounts depreciated situation where accounts depreciated 
on a group basis have large balanceson a group basis have large balanceson a group basis have large balances on a group basis have large balances 
and are fully depreciated or nearing and are fully depreciated or nearing 
that point This is causing a dilemmathat point This is causing a dilemmathat point.  This is causing a dilemma that point.  This is causing a dilemma 
where a large addition may occur in a where a large addition may occur in a 
month and the entire addition could bemonth and the entire addition could bemonth and the entire addition could be month and the entire addition could be 
fully depreciated the next month.  fully depreciated the next month.  
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Depreciation Issues Depreciation Issues 

This does not seem reasonable orThis does not seem reasonable or

IntroductionIntroduction
This does not seem reasonable or This does not seem reasonable or 
logical and is an indication that the logical and is an indication that the 
approved group depreciation rate is tooapproved group depreciation rate is tooapproved group depreciation rate is too approved group depreciation rate is too 
high or possibly that retirements are not high or possibly that retirements are not 
being reported and recordedbeing reported and recordedbeing reported and recorded.  being reported and recorded.  
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Regulatory RequirementsRegulatory Requirements

As members of NECA and FederalAs members of NECA and Federal

Regulatory RequirementsRegulatory Requirements

As members of NECA and Federal As members of NECA and Federal 
USF recipients, regulated telcos, USF recipients, regulated telcos, 
including Class B companies withincluding Class B companies withincluding Class B companies with including Class B companies with 
revenues less than $142 million, are revenues less than $142 million, are 
required to comply with Part 32required to comply with Part 32required to comply with Part 32. required to comply with Part 32. 
Part 32.2000 (g) specifies the Part 32.2000 (g) specifies the 

ti f d i titi f d i tiaccounting for depreciation.  accounting for depreciation.  
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Part 32 2000(g)Part 32 2000(g)

g)(1)(i) “depreciation percentage ratesg)(1)(i) “depreciation percentage rates

Part 32.2000(g)Part 32.2000(g)

g)(1)(i) depreciation percentage rates g)(1)(i) depreciation percentage rates 
shall be computed in conformity with a shall be computed in conformity with a 
group plan of accounting forgroup plan of accounting forgroup plan of accounting for group plan of accounting for 
depreciation.”depreciation.”
( )(2)(i) “A t l t( )(2)(i) “A t l t(g)(2)(i) “A separate annual percentage (g)(2)(i) “A separate annual percentage 
rate for each depreciation category of rate for each depreciation category of 
t l i ti l t h ll b dt l i ti l t h ll b dtelecommunications plant shall be used telecommunications plant shall be used 
in computing depreciation charges.” in computing depreciation charges.” 
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Part 32 2000(g)Part 32 2000(g)

(g)(2)(ii) “shall apply such depreciation rate(g)(2)(ii) “shall apply such depreciation rate

Part 32.2000(g)Part 32.2000(g)

(g)(2)(ii) shall apply such depreciation rate (g)(2)(ii) shall apply such depreciation rate 
… as will ratably distribute on a straight line … as will ratably distribute on a straight line 
basis the difference between the net book basis the difference between the net book 
cost of a class or cost of a class or subclasssubclass of plant and its of plant and its 
estimated net salvage”. estimated net salvage”. 
(g)(2)(iii) “Current monthly charges shall (g)(2)(iii) “Current monthly charges shall 
normally be computed by the application of normally be computed by the application of 

t lfth f th l d i ti t tt lfth f th l d i ti t toneone--twelfth of the annual depreciation rate to twelfth of the annual depreciation rate to 
the monthly average balance of the the monthly average balance of the 
associated category of plant ”associated category of plant ”associated category of plant.  associated category of plant.  
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Commission ApprovalCommission Approval

There are several references in sectionThere are several references in section

Commission ApprovalCommission Approval

There are several references in section There are several references in section 
(g) to requirements for approval by the (g) to requirements for approval by the 
CommissionCommissionCommission.  Commission.  
The Commission is the FCCThe Commission is the FCC
Small regulated telcos are not required Small regulated telcos are not required 
to obtain FCC approval for depreciation to obtain FCC approval for depreciation 
rates or extraordinary retirements.  rates or extraordinary retirements.  
Regulated by state commissions Regulated by state commissions g yg y
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Commission ApprovalCommission Approval

In many states depreciation rates ofIn many states depreciation rates of

Commission ApprovalCommission Approval

In many states, depreciation rates of In many states, depreciation rates of 
regulated telcos are subject to their regulated telcos are subject to their 
state’s public utility commissionstate’s public utility commissionstate s public utility commission state s public utility commission 
approval.approval.
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AlternativesAlternatives

File for lower depreciation ratesFile for lower depreciation rates

AlternativesAlternatives

File for lower depreciation ratesFile for lower depreciation rates
–– Not an immediate solution because the Not an immediate solution because the 

rate is still applied to a large plant balancerate is still applied to a large plant balancerate is still applied to a large plant balancerate is still applied to a large plant balance
Inventory plant or review CPRs for Inventory plant or review CPRs for 
nrecorded retirementsnrecorded retirementsunrecorded retirementsunrecorded retirements

–– Will not change the book value of plant but Will not change the book value of plant but 
will reduce depreciation basewill reduce depreciation basewill reduce depreciation basewill reduce depreciation base

Vintage year depreciationVintage year depreciation
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Vintage Year DepreciationVintage Year Depreciation

Regulated telcos are required to use ratesRegulated telcos are required to use rates

Vintage Year DepreciationVintage Year Depreciation

Regulated telcos are required to use rates Regulated telcos are required to use rates 
computed in conformity with a group computed in conformity with a group 
depreciation method. depreciation method. pp
Most require state commission approval of Most require state commission approval of 
these rates.these rates.
Section 32.2000 (g)(2)(ii) requires the rate to Section 32.2000 (g)(2)(ii) requires the rate to 
be applied, on a straight line basis, to be applied, on a straight line basis, to 
classes or subclasses of plant but these are classes or subclasses of plant but these are 
not defined. not defined. 
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Vintage Year DepreciationVintage Year Depreciation

“Category of plant” as used in 32 2000“Category of plant” as used in 32 2000

Vintage Year DepreciationVintage Year Depreciation

Category of plant  as used in 32.2000 Category of plant  as used in 32.2000 
(g)(2)(iii) is also undefined.(g)(2)(iii) is also undefined.
T l h hi t i ll li dT l h hi t i ll li dTelcos have historically applied Telcos have historically applied 
approved rates computed on a group approved rates computed on a group 
b i t i di id l it i l fb i t i di id l it i l fbasis to individual items, mainly for basis to individual items, mainly for 
vehicles and other support assets. vehicles and other support assets. 
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Vintage Year DepreciationVintage Year Depreciation

CB&Co’s opinion is that group ratesCB&Co’s opinion is that group rates

Vintage Year DepreciationVintage Year Depreciation

CB&Co s opinion is that group rates CB&Co s opinion is that group rates 
could be applied on a vintage year could be applied on a vintage year 
basis to regulated plant accounts andbasis to regulated plant accounts andbasis to regulated plant accounts and basis to regulated plant accounts and 
still comply with the group method still comply with the group method 
requirementrequirementrequirement.requirement.
This would require maintaining a This would require maintaining a 
d i ti h d l b i td i ti h d l b i tdepreciation schedule by vintage year depreciation schedule by vintage year 
and applying the group rate for a and applying the group rate for a 

ti l t t hti l t t hparticular account to each year. particular account to each year. 
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Vintage Year DepreciationVintage Year Depreciation
Depreciation for the current year could beDepreciation for the current year could be

Vintage Year DepreciationVintage Year Depreciation
Depreciation for the current year could be Depreciation for the current year could be 
computed using the average monthly computed using the average monthly 
balance or the prior month ending balance as balance or the prior month ending balance as 
the basis for depreciationthe basis for depreciationthe basis for depreciation.the basis for depreciation.
Once a vintage year’s book value reaches Once a vintage year’s book value reaches 
the salvage or negative salvage value used the salvage or negative salvage value used 
i ti th t d i tii ti th t d i tiin computing the group rate, depreciation in computing the group rate, depreciation 
would cease for that year. would cease for that year. 
If the negative salvage factor used to If the negative salvage factor used to g gg g
determine the depreciation rate were determine the depreciation rate were --30%, 30%, 
each vintage would be over depreciated by each vintage would be over depreciated by 
30% of the cost basis.30% of the cost basis.30% of the cost basis.30% of the cost basis.
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RetirementsRetirements

Using a vintage year method wouldUsing a vintage year method would

RetirementsRetirements

Using a vintage year method would Using a vintage year method would 
require adopting an assumption for require adopting an assumption for 
retirements, such as, firstretirements, such as, first--inin--firstfirst--outoutretirements, such as, firstretirements, such as, first inin firstfirst out out 
(FIFO).(FIFO).
Retirements would be removed fromRetirements would be removed fromRetirements would be removed from Retirements would be removed from 
the earliest year first. the earliest year first. 
If not completely absorbed, theIf not completely absorbed, theIf not completely absorbed, the If not completely absorbed, the 
remaining retirement value would be remaining retirement value would be 
removed from the next year.  removed from the next year.  
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RetirementsRetirements
If a vintage year is not fully depreciated theIf a vintage year is not fully depreciated the

RetirementsRetirements
If a vintage year is not fully depreciated, the If a vintage year is not fully depreciated, the 
amount removed from accumulated amount removed from accumulated 
depreciation on the depreciation schedule depreciation on the depreciation schedule 

ill f d i t b till f d i t b twill move forward into subsequent years will move forward into subsequent years 
faster than the reduction of the plant cost.  faster than the reduction of the plant cost.  
There could be situations where salvage isThere could be situations where salvage isThere could be situations where salvage is There could be situations where salvage is 
recorded but the asset and AD have been recorded but the asset and AD have been 
removed, in which case, the salvage could removed, in which case, the salvage could 
be recorded in the next vintage.be recorded in the next vintage.
The same could occur for cost of removal The same could occur for cost of removal 
(COR)(COR)(COR).  (COR).  

7373



RetirementsRetirements

For central office equipment CPRsFor central office equipment CPRs

RetirementsRetirements

For central office equipment, CPRs For central office equipment, CPRs 
may identify the year equipment was may identify the year equipment was 
installed so that FIFO would not beinstalled so that FIFO would not beinstalled so that FIFO would not be installed so that FIFO would not be 
necessary.  necessary.  
FIFO ld b th t l i lFIFO ld b th t l i lFIFO would be the most logical FIFO would be the most logical 
assumption for cable and other outside assumption for cable and other outside 
l tl tplant.plant.
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Effect on ExpenseEffect on Expense

Adopting a vintage year group method willAdopting a vintage year group method will

Effect on ExpenseEffect on Expense

Adopting a vintage year group method will Adopting a vintage year group method will 
effect depreciation expense in the year of effect depreciation expense in the year of 
adoption and all future years, and the dollar adoption and all future years, and the dollar p y ,p y ,
impact of a vintage year method versus impact of a vintage year method versus 
applying the rate to an entire account applying the rate to an entire account 
balance will increase as years accumulate.  balance will increase as years accumulate.  
The effect should be a decrease in The effect should be a decrease in 
d i ti i th fi t ld i ti i th fi t ldepreciation expense in the first several depreciation expense in the first several 
years after adoption. years after adoption. 
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Effect on RevenueEffect on Revenue

The decrease in depreciation expenseThe decrease in depreciation expense

Effect on RevenueEffect on Revenue

The decrease in depreciation expense The decrease in depreciation expense 
will slow down the decline in rate base.will slow down the decline in rate base.
Th ff t ill b bl b dTh ff t ill b bl b dThe effect will probably be a decrease The effect will probably be a decrease 
in support revenue for the first few in support revenue for the first few 

ft d tift d tiyears after adoption.years after adoption.
Talk to your cost consultant before Talk to your cost consultant before 
changing to vintage year on your changing to vintage year on your 
regulated companies.regulated companies.
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NonNon--regulated Affiliatesregulated Affiliates

The vintage year method can be usedThe vintage year method can be used

NonNon--regulated Affiliatesregulated Affiliates

The vintage year method can be used The vintage year method can be used 
for affiliates of telcos that use group for affiliates of telcos that use group 
method depreciationmethod depreciationmethod depreciation. method depreciation. 
Using a vintage year method would not Using a vintage year method would not 
h th ti f ti th th ti f ti tchange the accounting for retirements change the accounting for retirements 

(no gain or loss recognized). (no gain or loss recognized). 
No negative impact on revenue.No negative impact on revenue.
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SoftwareSoftware

Using a vintage year method willUsing a vintage year method will

SoftwareSoftware

Using a vintage year method will Using a vintage year method will 
complicate the monthly depreciation complicate the monthly depreciation 
calculations.calculations.calculations.calculations.
It may be worth purchasing It may be worth purchasing 
depreciation software to accomplish thedepreciation software to accomplish thedepreciation software to accomplish the depreciation software to accomplish the 
vintage year calculations. vintage year calculations. 
Software that interfaces with the g/lSoftware that interfaces with the g/lSoftware that interfaces with the g/l Software that interfaces with the g/l 
may not be able to perform calculations may not be able to perform calculations 
in this manner.  in this manner.  
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ApplicationApplication

A company would not be required to adopt aA company would not be required to adopt a

ApplicationApplication

A company would not be required to adopt a A company would not be required to adopt a 
vintage year method for all accounts. vintage year method for all accounts. 
Can choose the accounts that are creatingCan choose the accounts that are creatingCan choose the accounts that are creating Can choose the accounts that are creating 
the distortion to depreciation expense. the distortion to depreciation expense. 
The result may be that you use threeThe result may be that you use threeThe result may be that you use three The result may be that you use three 
different methods applying group rates to different methods applying group rates to 
individual items (common for vehicles and individual items (common for vehicles and 
work equipment), applying group rates to work equipment), applying group rates to 
vintage years, and applying group rates to vintage years, and applying group rates to 

ti t b lti t b lentire account balances.entire account balances.
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Accounting & DisclosureAccounting & Disclosure
According to SFAS 154, changing to aAccording to SFAS 154, changing to a

Accounting & DisclosureAccounting & Disclosure
According to SFAS 154, changing to a According to SFAS 154, changing to a 
vintage year method is considered a change vintage year method is considered a change 
in an estimate and would be recorded in the in an estimate and would be recorded in the 
current and future periodscurrent and future periodscurrent and future periods.current and future periods.
It is not presented as a cumulative effect It is not presented as a cumulative effect 
adjustment. adjustment. 
The nature and reason for the change and The nature and reason for the change and 
the effect on net income in the year of the effect on net income in the year of 
change must be disclosed. change must be disclosed. gg
Suggest making the disclosure in the PP&E Suggest making the disclosure in the PP&E 
paragraph of Note 1.paragraph of Note 1.
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Sample DisclosureSample DisclosureSample DisclosureSample Disclosure
In 2008 the Cooperative changed its method of computingIn 2008 the Cooperative changed its method of computingIn 2008, the Cooperative changed its method of computing In 2008, the Cooperative changed its method of computing 
and recording depreciation expense for certain telephone and recording depreciation expense for certain telephone 
plant accounts.  The change was from applying group plant accounts.  The change was from applying group 
method depreciation rates to entire plant account balancesmethod depreciation rates to entire plant account balancesmethod depreciation rates to entire plant account balances method depreciation rates to entire plant account balances 
to applying these same rates to plant additions on a vintage to applying these same rates to plant additions on a vintage 
year basis.  The Cooperative made the change because, year basis.  The Cooperative made the change because, 
for certain plant accounts applying group method rates tofor certain plant accounts applying group method rates tofor certain plant accounts, applying group method rates to for certain plant accounts, applying group method rates to 
the entire plant balance was depreciating additions to plant the entire plant balance was depreciating additions to plant 
very rapidly, such as in one month.  Changing to a vintage very rapidly, such as in one month.  Changing to a vintage 
year group method decreased depreciation expense byyear group method decreased depreciation expense byyear group method decreased depreciation expense by year group method decreased depreciation expense by 
$600,000 from what it would have been using the old $600,000 from what it would have been using the old 
method for all accounts.method for all accounts.
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The EndThe End
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