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Q.
Regarding the change in accounting policy for transformers identified on page 37 of Ms. Nichols testimony, please identify (a) the amount of money that was expensed for transformer replacement and installation in the test year ending in 1999, (b) the amount of money that is projected to be capitalized for transformer replacement and installation in each of the years 2000, 2001, and 2002, and (c) the effective date of the change in accounting policy.

A.
As discussed in the response to TRA2-11, this testimony does not refer to a true change in accounting policy but rather a change in accounting treatment for transformer capitalization.  The ultimate effect of this change was to shift where transformers are capitalized from Distribution Engineering to Regional Operations and to shift where the associated installation labor is capitalized from Finance & Accounting to Regional Operations.

(a) The amount expensed for transformer replacement and installation in the test year ended in 1999 was $0.  Ultimately, all material and labor costs associated with transformer replacement and installation were capitalized by Reliant Energy HL&P.  Materials were capitalized upon purchase in the Distribution Engineering organization.  Labor was capitalized upon purchase in Finance & Administration with an offsetting credit against expense.

(b) The following amounts are projected for transformer materials (excluding allocated Stores or Transportation costs) to be capitalized in 2000, 2001, and 2002: 2000 - $20,278,000; 2001 – $20,623,000; 2002 - $20,663,000.  The installation labor to be capitalized cannot be broken out separately because it is included in the total projected capitalized labor costs of each activity.

(c) The effective date of this accounting treatment change was January 15, 2000.
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