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President’s Message

Board or Committee participation. You’d be joining a fun
bunch of folks.

This has been quite the year: There is no question that we
have had unprecedented turmoil in many sectors of the
economy which has touched many of us personally and
professionally. It has brought worry for some, and for
others it has precipitated changes that few suspected were
upon us. I hope the Society is one aspect of our lives with
positive continuity. Beyond that, the Society provides
members with tools for maintaining an active posture in
the workforce by sharpening members’ expertise and improving the value proposition for their employers.

I am genuinely excited about this year’s meeting. We’ll
be using a large portion of our time looking at the looming
issues around International Financial Reporting Standards
adoption. Mike Plunkett is making sure we cover some
complementary topics, including technical and regulatory
segments. In our training program, we have a new course
offering on life analysis for valuation. And of course this
all occurs in Albuquerque during the balloon fiesta. I can
heartily recommend the ride up Sandia Peak, and a drive in
the mountains to the west. And what the locals say is true green chiles are good on everything. See you there!

Robert Poulsen, CDP, President

Society members are fortunate to have good people working together throughout the year to provide the depreciation profession with a first-rate forum:
•
The Society’s carefully planned annual meeting
and training program affords members an effective and
non confrontational environment for direct participation in
the profession.
•
The Society has a new, up-to-date website to capture and make information about the Society readily accessible. Go to www.depr.org and browse around, you will
be pleased. Also, think about what additional information
you’d like to see at the website – it could be an excellent
discussion topic at the upcoming meeting.
The Board is in the process of revisiting its Committees to
better and more actively address Society issues. Throughout the year, the Board has been working on strengthening
communications, adding membership, revisiting certification, and clarifying financial controls.
The Society is yours. This work is being done on your
behalf. The Board is ready for your input to the Society, whether it’s participation at the annual meeting, or
thoughtful submission of feedback to the Current Issues
newsletter. There are other ways to participate, of course,
including writing a Journal article, or volunteering for

- Robert Poulsen CDP

2009 Annual Conference and Training
October 4-9, 2009
Hotel Albuquerque
Albuquerque NM
For more information visit:
www.depr.org
www.itsatrip.org
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Michael Plunkett, CDP

This year’s meeting coincides with Albuquerque’s annual Hot Air
Balloon Fiesta. The Fiesta is the largest balloon fiesta in the world
and one of the top attractions in Albuquerque. Web site reviews
include comments such as “Put on your ‘must do’ list” and “Photo’s do not do it justice”. One description explains; Whimsical
special shapes and Balloon Glows create a magical landscape
for spectators to wander. The Albuquerque International Balloon
Fiesta will leave you awestruck and wanting more.
Aside from the fiesta, Albuquerque has much more to offer. For a
list of other attractions, see the SDP website (www.depr.org).
Please note that Albuquerque’s annual Hot Air Balloon Fiesta is a
very popular event. As such, please make your hotel reservations
as soon as possible.
This year’s agenda covers many current topics including: changing accounting regulations, reflections on recent rate case rulings,
insights to the challenges of valuing and depreciating rapidly
changing telecommunication plant, and discussions on advanced
depreciation topics that are as applicable as ever in addressing
today’s challenges.
General Session topics include:
•
IFRS Panel:
		
o
Up-to-date expectations of the impact on
			
the US Power and Utility Industry
		
o
Interesting experiences of some Canadian
			
companies
		
o
Technical tips for implementing rulings
			
and accounting systems integration
•
ARO’s, Cost of Removal, and Dismantling
		
Presentations:
		
o
Reflections on regulatory rulings in recent
			
rate cases
		
o
Insight into one utilities treatment of
			
certain ARO’s
		
o
Shared experiences regarding dismantling
			
studies of a Professional Engineer and
			
expert in the area of PowerPlant
			
engineering and design
•
Telecommunication Valuation and Depreciation
		
o
Always pertinent insights of internationally
			
recognized authority Dr. Lawrence Vanston
•
More to come…
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As details become available, a complete Annual Meeting agenda and list of speakers will be placed on the
SDP Web site (www.depr.org).
Breakout Sessions:
Due to popular demand, break-out sessions are back.
Each breakout session will cover a set of predefined
issues and will address additional issues as time permits. The sessions will be led by a moderator who is a
recognized expert in the areas being discussed. Attendees will be asked to choose among break out sessions
based on their interest in the topics being covered.
Please share this information with any colleagues who
you think would be interested in joining us in Albuquerque.

SDP Training Courses – October 6-9, 2009
Susan Jensen, PhD, CDP

The SDP is pleased to offer four concurrent courses
immediately following the 2009 Annual Meeting. The
courses range from an overview of depreciation basics
to a study of life analysis and net salvage models with
real-world applications. Our capstone course focuses
on preparing and defending a depreciation study and is
intended for depreciation professionals and managers
seeking an overview of the depreciation study process.
Our new course life analysis for valuations is designed for appraisers, taxing authorities, and analysts
who use or develop economic lives of property, plant,
and equipment.
Depreciation Basics
This course includes an introduction to Plant and
Depreciation Accounting, Data Requirements and
Collection, Simulation Life Analysis, Actuarial Life
Analysis, Salvage and Cost of Removal Analysis, Depreciation Models, Life Cycle Analysis, and Technology Forecasting. This excellent course is often repeated
by those wishing to focus on select topics.
Life Analysis for Valuations new
This course gives you a set of objective and proven
tools for use in developing economic lives that capture
all forms of depreciation and obsolescence impacting
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the productive life of the property. Course segments
include Actuarial Life Analysis, Simulated Life Analysis, Life Cycle Analysis, Technology Forecasting &
Obsolescence, Depreciation Tables, and Current Regulatory Issues in Valuation.
Life and Net Salvage Analysis
In this course you may choose from three full-day
classes: Actuarial Analysis, Simulation Analysis, and
Life Cycle Analysis and Technology Forecasting. Each
of these in-depth classes includes applications to realworld data to prepare you to use the models in your
depreciation studies or review the use of the models
in studies presented to you. We will also again offer
Gross Salvage and Cost of Removal and also FAS 143
Handling Retirement Obligations. And in Evaluation
of a Depreciation Study, you will learn how to “get behind the numbers” developed in a depreciation study.
The prerequisite for this course is the Depreciation
Basics course OR permission from Dr. S. Jensen
based on your qualifying experience, courses or
objectives.
Preparing and Defending a Depreciation Study
After a review of life, net salvage, and depreciation
models, this course focuses on Choosing Life and
Salvage Estimates, Preparing a Depreciation Study
Report, and Defending the Study, including Witness
Preparation and Techniques. This course is intended
for professionals involved in preparing depreciation
studies AND for managers wanting an overview of the
depreciation process. The prerequisites for this course
are the Depreciation Basics AND Life and Net
Salvage Analysis courses OR permission from Dr.
Susan Jensen based on your qualifying experience,
courses, or objectives.
Courses begin at 1:00 PM Tues., Oct. 6, and end by
noon Fri., Oct. 9. You will have ample opportunity
during class and at informal evening receptions to talk
with your expert instructors and network with fellow
attendees from utilities, state and federal commissions,
and consulting firms. You will receive 22 CPE credits.
The training fee includes a complimentary trip to the
breathtaking Hot Air Balloon Fiesta Mass Ascension
Oct. 8, continental breakfast each morning, and evening receptions.
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Take advantage of our substantial discounts for multiple attendees from a company and for members who
are also attending the SDP Annual Meeting. Contact
us at sdp@his.com or (505) 867-9513. Please visit our
website www.depr.org for up-to-the-minute info as it
is available. We may need to limit class size so early
registration is advised.

Additional Reasons to Join Your Colleagues
at the SDP Annual Conference and Training
You will experience the famous Hot Air Balloon Fiesta
in Albuquerque, New Mexico. Conference attendees
will experience the spectacular Balloon Glow Sunday
evening and trainees will walk amongst balloons being
inflated and lifting off in the awe inspiring Mass
Ascension Thursday morning.
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vations early! Balloon Fiesta is a week during which
Albuquerque hotels traditionally sell out. If you have
any questions, feel free to contact us at sdp@his.com
or (505) 867-9513.

Certified Depreciation Professional Test
Passing the Certified Depreciation Professional (CDP)
test is one of requirements for becoming a Certified
Depreciation Professional. The test is given at each
SDP Annual Meeting and also by appointment in
Washington, DC and Albuquerque, New Mexico.
Because the $100 test fee entitles you to take the test
twice, you may want to take the test once to determine areas needing further study and a second time to
become certified.
We encourage you to visit the SDP website (www.
depr.org) for further information about the test. Feel
free to contact the SDP office if you have any questions about the CDP test.

Earn CPE Credits
Rod Daniel

And you’ll be steps away from historic Old Town Albuquerque with its unique New Mexican cuisine.

The Hotel discount room rates are available by calling
the Hotel Albuquerque at Old Town directly at (505)
843-6300 through September 1st.
For your convenience, we have attached a registration form and more details about the training courses.
Please visit the SDP web site at www.depr.org for
additional information. Please make your hotel reser-

Attendees at the 2007 SDP Annual Meeting and/or
Training can receive CPE credits. The Society of
Depreciation Professionals is a registered sponsor on
the National Registry of CPE Sponsors through the
National Association of State Boards of Accountancy
(NASBA). Status as a registered sponsor affirms the
Society’s commitment to adhere to standards for the
delivery of high quality continuing professional education. All participants in the 2007 SDP Annual Meeting and Training will be receiving official certificates
for their CPE credits. Those attending the Annual
Meeting will receive up to 12 CPE credits, and those
attending Training will receive up to 22 CPE credits.
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A Report on Ethics

Donna Hobkirk, Past President
Ethics is deep in the roots of the Society of Depreciation Professionals and, in fact, one of the stated objectives of the Society is to promote the professional
ethics of practitioners of the field of depreciation. As
such, the Society established its own Code of Ethics
and Standards of Professional Conduct.
Ethics is about not just doing what is appropriate;
but doing what is right. A common understanding is
that business ethics is to not wrong, cheat or defraud
others. As many of us know, that is not always the
minimum standard of ethical behavior. The Society’s
Code of Ethics uses words such as professional, ethical, competence, proper care, objective independent
professional judgment, act fairly and not discriminate.
However, these are just meaningless written words unless they are upheld and carried out in our actions and
behavior.
We are each duty bound to ensure that our Code of
Ethics and Standards of Professional Conduct prevail
whenever we present ourselves as professionals in the
field of depreciation. To do otherwise tarnishes the
credibility of the Society and each of its members. It
is our collective responsibility to preserve our Society’s respected reputation and add value to the meaning of professional certification.
As a fellow member, I encourage all members to
review SDP’s Code of Ethics and Standards of Professional Conduct at http://www.depr.org/constitution.
htm. I encourage you to honor this code as an individual commitment, reflective of the character rooted
in the Society.

Data Requirements for Equal Life Group
(ELG) Depreciation Rates – Part Two
John S. Ferguson, CDP

I have observed those opposing ELG rates to assert
that lack of aged data precludes the use of ELG depreciation rates, which I consider to be a myth. There are
two aspects to this myth, that aged life analysis data
are required and that aged salvage and cost of removal
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analysis data are required. The life analysis aspect
was addressed in the Winter 2008 Newsletter. The
salvage and cost of removal aspect is addressed here.
The salvage and cost of removal data myth is a consequence of salvage and cost of removal factors
(amounts expressed as percentages of the original cost
of the related assets) being sensitive to the age of the
related assets at the time of retirement. The types of
salvage and cost of removal of significance to depreciation accounting are Current, Past, Future and Average. Current is that which would be incurred today,
such as an estimate at the current price level for demolishing a power plant. Past is that indicated by past
retirement activity, and is significant because it is what
is indicated by an analysis of past experience. Future
is that expected to be experienced over the remaining
life of the existing property, is significant because it
is supposed to be used for calculating remaining life
depreciation rates, and is the amount that SFAS 143
dictates be discounted for recording an asset retirement obligation. Average is the average of Past and
Future, and is significant because it is supposed to be
used for calculating whole life depreciation rates.
I have observed the availability of aged salvage and
cost of removal data to be quite rare, and their use
in depreciation studies to be even rarer. One of the
reasons the aged salvage and cost of removal analysis
data requirement is a myth is that it is common for the
factors allowed by regulators to be utilized for calculating the depreciation rates for average life property
to reflect past net salvage, which is typically more
positive or less negative than is the average or future
net salvage that is supposed to be utilized for calculating depreciation rates. If average or future net salvage
is allowed to be reflected in depreciation rates, the
aged data assertion may seem to be valid, but it is not.
The sensitivity of salvage and cost of removal factors
to the age of the related retirements causes the typical analysis of unaged data to produce points on the
respective curves that demonstrate the relationships
between the factors and the age of retirements. It is
not difficult to utilize the results of such an analysis to
estimate the average or future factors needed for rate
calculation purposes that are inherent in past experience. However, determining the curves directly from
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an analysis of aged data may be preferred, because the
curves can be incorporated into the rate calculation
process, or the needed average or future factors can be
calculated from the curves or identified by the points
on the curves at the appropriate retirement ages.
Consider a property group exhibiting an average service life of 30 years, which results in the investment
portion of an ALG whole life rate being 3.33%, and is
young enough and the dispersion pattern wide enough
for the equivalent ELG rate to be 4.00%. If the average net salvage factor at an age of 30 years is negative
50%, the ALG rate is 5.00%. The factor suitable for
an ELG rate would be at an age of 25 years (100% ÷
4.00%), which would be less negative – perhaps negative 35% – and produce a rate of 5.40% rather than
a rate of 6.00% that would result from negative 50%
net salvage. The future factors required for remaining
life rates are at ages equal to probable lives, which are
higher than the average lives once the property group
is old enough for retirements to begin, so are more
negative than the respective average factors. The appropriate factors can be calculated from a curve resulting from an analysis of aged data or can be estimated
from an analysis of unaged data. Therefore, there is
no requirement for aged salvage and cost of removal
data to utilize ELG depreciation rates.
As is evident from this discussion, the salvage and
cost of removal data required for an ELG calculation
are identical to the data required to calculate an ALG
rate and to test the adequacy of the book reserve when
a whole life ALG rate is utilized. The salvage and cost
of removal factors experienced in the past are likely
to require adjustment to make them consistent with
the selected rate calculation procedure and technique.
In addition to not imposing anything unique for rate
calculation purposes, ELG imposes nothing unique
concerning salvage and cost of removal analyses
methods and accounting practices. Therefore, if net
salvage and cost of removal factors are deemed to not
be suitable for ELG calculation purposes, they are not
suitable.
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Remembering Don Roff
Rhonda Watts, Past President

On Friday, March 27, 2009 the Society unexpectedly
lost long-time member, CDP and friend, Don Roff.
For those who knew Don and attended the annual
meetings know you could find him sitting at the front
of the room, waiting for the meeting to begin, and
ready with a question or two for the speakers. Don
had a keen mind, especially for numbers which is exemplified by the success and tenure of his career in the
field of utility depreciation.
He conducted over 2000 depreciation and valuation
studies for over 50 electric, gas water, steam heating
utilities, telecommunications companies and railroads
throughout the United States and several foreign
countries. He also provided expert testimony on depreciation and fixed asset accounting practices before
numerous regulatory bodies in support of the studies
he performed.
A memorial service was held on April 1st in Dallas,
Texas. Stories, pictures, and memories were shared
among family and friends as well as through emails
from those who knew and worked with Don but were
unable to attend in person.
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Don is survived by his wife and best friend Janice,
his son and daughter, Scott and Kristen, respectively.
He is also survived by his mother (Shirley) and father (Bill) and all his brothers (twin Ron, Barry and
Jim) and sister Sherry. As a tribute and remembrance
Don’s father and brother wrote the following poem
that captures his essence of living and will undoubtedly bring a smile of remembrance to those who knew
him.
Don had a brother and sister
Plus a brother and a twin.
If this should boggle your brain a bit,
Think of the fix that we were in.
Each brother also had a sister
Who, too, was a twin as well,
So the number of plates set for dinner
Was somewhat hard to tell.
In order to arrive at a total,
Follow this simple rule.
Think of the month and the day this is.
We’re guessing April Fool!
Though Don was a fan of the “Cowboys”
We won’t hold that against him,
‘Cause his golf swing much more resembled
The final scene in the movie “Armageddon”,
Though his love of poker was eccentric,
To the game he will be playing in heaven.
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Let’s hope angels keep their sense of humor
When Don raises the pot with “Deuce-Seven”
One last thing to say ‘bout this fella
As a father, a husband, and a friend,
He was the best that a man could be
Something we’ll all remember to the end.
			
Bill and Jim Roff
Don was born in Elmira, New York on May 31, 1950.
He graduated from Rensselaer Polytechnic Institute in
1972 with a Bachelor of Science degree in Management Engineering. He was a Registered Professional
Engineer in Pennsylvania. As the poem above eluded
he was a twin. He loved to read and had a memory for
trivia and facts.
As is the case with other SDP members who have preceded Don, we know he will be missed both professionally and personally by all who knew him.
Don’s family requested that memorial gifts be sent to Special Olympics in Washington DC. On behalf of the SDP
membership, the Society sent a donation to Special Olympics. If anyone would like to send an additional donation in
Don’s memory, please contact the SDP office for details on
making the donation. (sdp@his.com)

Special Thanks to These Contributing Members
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John Lamparello
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