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WP JMD 1.2

CenterPoint Energy Houston Electric
Comments Related to Preliminary Summary of Cost of Service tssues

As of Septemer 6 2010

(1) Accumulated Depreciation CNP has n9caiced its accumulated depreciation using the rates in its new
depredation study. Although it is proper to adjust depreciation expense on a going
forward basis, it is not proper to restate accumulated depreciation,since it was
established using previously authorized depredation rates. (1.623)

(2) Accumulated Depredation CNP has left the balance in its Retirement Work in Process account in its
accumulated depreciation. Like Contruction Work in Process, this should be
removed. (178)

(3) Cash Working Capital in determining the load days for annual incentives, Mr. Joyce did not use all the,
dollars paid-out in March. He omitted $9.4 million. The dollars associated with LTi
are removed from the case as all goals are shareholder-retatad goals. (775)

Other O&M expenses were squeezed by taking total O&M and subtracting payroll'.
and benefits. Other O&M was decreased when the omitted incentives were pulled
out.

CWC needs to be calculated a Wm-level than done by Mr. Joyce.

Expenses and Return were adjusted to reflect our proposed adjustments.

(4) ADFIT FIN 48 items were removed. The company took the related deductions and has
the benefit of the cost tree capital. The amount of any disallowance is not known
and measurable but estimated in a statistical manner. The recording of FIN 48
items is purely a GAAP requirement and not appropriate for rate making. (14,788)

(5) Regulatory Assets CNP has included in its Pension Deferrai, estimated amounts for 2010 that will not
be finalized until after 2010 when the final pension report is prepared by the
actuaries. Market fluctuations are common and likely and could have a material
impact on the results. The 2010 estimated amount was removed. (2,341)

(6) Benefits Removed all proposed Long-Term incentive expense as shareholder-oniy-odentad
goals. See Woods, pages 28 - 29. (1,341)

(7) Other Benefits Remove undisclosed benefits due to burden of proof standard . (2,324)

(8) Depredation & Amortization Remove amortization expense of estimated 2010 deferred pension. (8,670)

(9) Federal Income Taxes Remove Medicare Pad D subsidy adjustments as too far reaching into the future.
The dollar amount is not known and measurable as estimated amounts must be
used. (6,605)

(10) TX Gross Margin Tax Flow-Through Impact of Rate Base Items (1,790)

(11) Federal Income Tax Flow-Through Impact of Rate Base items (36,407)

Rate of Return Carol Szerszen (38,944)

(115,785)
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WP JMD 2.f

CENTERPOINC17 ENERGY HOUSTON ELECTRIC, LLC
2009 COST OF SERVICE RATE FILING

RETAIL REVENUE REQUIREMENT ADJUSTMENTS TO TEST YEAR AMOUNTS
(Thotisands Of Dollars)

O&WA&G Expenses
1 Advanced Meter System (AMS)
2 Payroll Ad[ustrrwnt
3 ShorHTerm Incentive
4 Pension Impact of PayroN Adjustment
5 Pension Expense Ongoing

8 Depredatlon ft* (Transportation)
7 Ongoing Increase in Sectnity
8 Energy Efficiency
9 Wholesale TCOS
10 LTIP Recaat Acl
11 RegOpi-Techrwbgy
12 Service Company Labor Adjustment
13 Property insurance Reserve
14 Employee Expense Adjustment
15 Grid Hardening
10 Total O&WA&Q Adjustments

Depreciation & Amorliza1ion
17 Depreciation S6*
18 Pension Defwal Amortization
19 AMS Lock Collar Amodhation
20 Ike Insurance Proceeds Amortization
21 Expedited Switching Amortization
22 Total Depreciation & Amortization Adjustments

Taxes Other Than Income Taxes
23 AMS Employee Payroll Tax
24 FICA Tax Impact of Payrol A*dment
25 SUTA Adjustment
26 Ad Valorem Tax
27 qty Franchise Tax
28 State Margin Tax
29 Total Taxes Other Than Income Taxes Adjustments

FsdwW Income Tax
28 Various

29 Total Adjustments to Retail Revenue Requirement

° JMD Work
Adjustments Decreases increaees

$ (14,746) (14,746) . , -
5,083 r 5,083
(324) 0.2% (324) 0% -

1,727 -1.1% - 1,727 2%
26,009 -15.9% 28,009
(Z160) 1.3% (2,160) 1% -

518 -0.3% - 518 1%
(25,268) (25,268) * -

(173,310) (173,310) -
(16) 0.0%" (16) 0% -

(272) 0.2% (272) 0% -
1,313 -0.8% - ` 1,313 2%
2,846 -1.7% 2,846 4%
(174) 0.1% (174) 0%

7,150 -4.4% 7,150
(171A"

(15,893) Âsm (18,88©)l
19,298 -11.8% - 19,296

(26'L) 0.2% (262) 0% -
(1,475) 0.9% (1,475) 1% -

151 -0.1% - 151 0%
1,817

(149) 0.1% (149) 0% -
348 -0.2% - 348 0%
111 -0.1% - 111 0%

(288) 0.2% (286) 0% -
(460) 0.3% (460) 0% -
(26) 0.0% ° (26) 0% -

(462)

8.4N -t0% 6,483 'TAN

$ 183,78 100% 100% $ 71,035 1009f.
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r^ ^ EquklM* 9B 11 109
668 OvaAieW IJne E39rw:. 459 (5) 464

5B4 UndnqrouFld Ltro EvNIM 2 - 2
686 EMCqfeByTtarwnBkdilyOrMis 372,939 (173,310) 140,M
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aIaMuaM axpn..
oa..ue^

5Bt Laid pyp^ 8-0-1 3A24 121 3yi6
5BF Stsibn EWWM 1,186 154 1,339
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596 M" of Lire TMWbMW* 894 a"
598 mom of 80eef I.iplft 7,536 (13) 7.522

W7 MvYR. of MsOMS 3,217 (120) 3,097

590 Meht of Misr. Obt PWk- 921 - gm
'410 MNnOMmnp! Supsl.3 EnyY1.

`

4,872 024 5.498

DIM Tahl 78.281 8,420 8B.8BT

TOTAL DISTRIBUTION EXPENSE 11-0-1 19008 406 199,m

{1. 1sl0111Q A,pppIpM1D0 a S/fWOp 11-0-1

902 Mat RedYp E*errs 1oA78 (140) 10.398
903 CusWw R... dm a CdkcSOn 21,532 (10288) 20.384
901 gupNyyipn 38 3 41
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9p8 CudoMK AWWWM 11-0-1 29,587 (23,814) 2A73
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BO7 Supuvhlan 484 (483} 1
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TOTAL-CUSTOMER ALX;OUNflNG & SERVICE 11-D-1 61.3lb (25A9Z) 38.934

TOTAL O&M EXPENSE 11-0-1 006,801 (197,83W 408.788

waol9Mrwr. a a.nKaF EP.nMM 11-)-2
920 p,dmti, a GmwW $abrin 3,747 92 3,839

921 Oft*gqpW 752 - 752
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925 InkriMd Ownapu 7.280 - 7.280
928 PllMiont a BlrMflls 30,5BB 21.591 52.175
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TOTAL AaG EXPENSE ®40.2 159.86Z 261 186.8T3

TOTAL QaM and Aa0 EXPENBEE 79Lq (171
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WP JMD 3.1

CenterPo(nt 38339
Reconc0lation of Test Year Plant and Reserves to Requested Amounts

CNP CNP Dively Adjusted
WP Ref Plant WP Ref Reserves Not Adjusts Dively

Test Year End 7,185,541 (3,043,527) 4,142,014 (662) 4,141,352
AMS Additions Jan-Mar 2010

Y

Intang, Trans, Dktri 8-1.1 56,064 8-5.1 (4,169) 51,895 51,895
General 8-2-1 138 138 138
Comm Equipment 8-3.1 565 565 565

Total AMS 56,767 (4,169) 52,598 - 52,598

Transmission Substation Adds 8-1.1 33,292 33,292 33,292
Distribution Transformers Adds 8-1.1 3,443 3,443 3,443
Remove Asset Retirement Obligation 8-1.1 (9,085) (9;085) (9,085)

Reflect Retirements

General
Comm Equipment

Total Retirements

Other General Asset Retirment
Other Tangible Depreciation
BPL

Reflect change in Depr Rates

increase In RWIP

Total Adjustments

Requested Rate Base

Adjustments by Function
Intang, Trans, Distri
General
Comm Equipment
Various Plant Accounts

B-2-1 (7,992) 7,992 - -
8-3.1 531,033) 8-5.1 (off 31,032 (1) (1)

(39,025) 1), 8-1.1.3 39,024 (1) - (1)

B-2-1 (74) 8-5.1 2,464 2,390 2,390
^ - 8-5.1 37 37 37

8-3.1 (329) 8-5.1 44 (285) (285)

'8-5.1, B•
1.1.2 18,028 18,028 (18,028) -

- B-5 1,316 1,316 (1,316) -

441989 56,744 101,733 1( 9,344) 82,389

7230.630 2,988,783 4 ,747 20006 L,223,741741

83,714 (4,169) 79,545 79,545
(7,928) 10,493 2,565 - 2,565

(30,797) 31,076 279 - 279
19,344 19,344 19,344L

44,989 56,744 101,733 1^ 82,389
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WP JMD 6.2

See Response to RFI OPC 2-9

Long-Term incentive Compensation $ 196,000 to WP JMD 6.1

Deferred Compensation 1.082,000
Stpplementa) Contracts 1,421,000
Liquidation Proceeds from General American Mutual Holding Company (267,000)
Earnings on prior Executive Incentive Compensation Plan award deferra 45,000
ReconciGation adjustmend recorded in Sept and misc health & welfare 43,000

2,324,000 Adjust Out

Total
$ 2.520.000,
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JMD WP 9

Estimated Flow-Through Impact on TX Gross Margin Tax

Pro-forma Base Revenues, As Adjusted by Dively
Less: Proposed TX Gross Margin Tax
Base Revenues Excluding TX Gross Margin Tax
Texas Gross Margin Tax Rate 1%
Tax Factor 1/(1-t)
Revenues Including TX Gross Margin Tax

Proforma Gross Margin Tax

Proposed by CenterPoint

Potential Adjustment

1,456,591
(16,338)

1,440,253

1.0101
1,454,801

14,548

16,338

(1,790)
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.•
Westtawc
V.T.C.A., Utilities Code § 36.051

Effective: [See-Tezt Amendments]

Vernon's Texas Statutes and Codes Annotated Currentness
Utilities Code (Refs & Annos)

Title 2. Public Utility Regulatory Act
Subtitle B. Electric Utilities (Refs & Annos)

go Chapter 36. Rates (Refs & Annos)
K@ Subchapter B. Computation of Rates

.+ § 36.051. Establishing Overall Revenues

Page 1

In establishing an electric utility's rates, the regulatory authority shall establish the utility's overall revenues at

an amount that will permit the utility a reasonable opportunity to earn a reasonable return on the utility's inves-

ted capital used and useful in providing service to the public in excess of the utility's reasonable and necessary

operating expenses.

CREDIT(S)

Acts 1997, 75th Leg., ch. 166, § 1, eff. Sept. 1, 1997.

Current through the end of the 2009 Regular and First Called Sessions of the S 1 st Legislature

(c) 2010 Thomson Reuters. No Claim to Orig. US Gov. Works.

END OF DOCUMENT

® 2010 Thomson Reuters. No Claim to Orig. US Gov. Works.
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WiStLIV1G

V.T.C.A., Utilities Code § 36.052 Page 1

Effective: [See Text Amendmentsj

Vernon's Texas Statutes and Codes Annotated Currentness
Utilities Code (Refs & Annos)

Title 2. Public Utility Regulatory Act
Subtitle B. Electric Utilities (Refs & Annos)

99 Chapter 36. Rates (Refs & Annos)
91 Subchapter B. Computation of Rates

♦ § 36.052. Establishing Reasonable Return

In establishing a reasonable return on invested capital, the regulatory, authority shall consider applicable factors,
including:

(1) the efforts and achievements of the utility in conserving resources;

(2) the quality of the utility's services;

(3) the efficiency of the utility's operations; and

(4) the quality of the utility's management:

CREDIT(S)

Acts 1997, 75th Leg., ch. 166, § 1, eff. Sept. 1, 1997. Amended by Acts 2999, 76th Leg., ch. 405, § 24; off. Sept.
1, 1999.

Current through the end of the 2009 Regular and First Called Sessions of the 81 st Legislature

(c) 2010 Thomson Reuters. No Claim to Orig. US Gov. Works.

END OF DOCUMENT

® 2010 Thomson Reuters. No Claim to Orig. US Gov. Works.
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Westlavw.
V.T.C.A., Utilities Code § 36.053

Effective: September 1, 2005

Vernon's Texas Statutes and Codes Annotated Currentness
Utilities Code (Refs & Annos)

Title 2. Public Utility Regulatory Act
Subtitle B. Electric Utilities (Refs & Annos)

^ Chapter 36. Rates (Refs & Annos)
Ks Subchapter B. Computation of Rates

,# § 36.053. Components of Invested Capital

Page 1

(a) Electric utility rates shall be based on the original cost, less depreciation, of property used by and useful to

the utility in providing service.

(b) The original cost of property shall be determined at the time the property is dedicated to public use, whether
by the utility that is the present owner or by a predecessor.

(c) In this section, the term "original cost" means the actual money cost or the actual money value of considera-

tion paid other than money.

(d) If the commission issues a certificate of convenience and necessity or, acting under Section 39:203(e), orders
an electric utility or a transmission and distribution utility to construct or enlarge transmission or transmission-re-
lated facilities to facilitate meeting the goal for generating capacity from renewable energy technologies under
Section 39.904(a), the commission shall find that the facilities are used and useful to the utility in providing ser-
vice for purposes of this section and are prudent and includable in the rate base, regardless of the extent of the

utility's actual use of the facilities.

CREDIT(S)

Acts 1997, 75th Leg., ch. 166, § 1, eff. Sept. 1, 1997.'Amended by Acts 2005, 79th Leg., lst C.S., ch.' 1, § 1, eff.

Sept. 1, 2005.

Current through the end of the 2009 Regular and First Called Sessions of the 81 st Legislature

(c) 2010 Thomson Reuters. No Claim to Orig. US Gov. Works.

END OF DOCUMENT

® 2010 Thomson Reuters. Nn c'IAim to Orig. US Gov. Works.
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wE^Stim
V.T.C.A., Utilities Code § 36.054

Effective: (See Text AmendmentsJ

Vernon's Texas Statutes and Codes Annotated Currentness
Utilities Code (Refs & Annos)

Title 2. Public Utility Regulatory Act
Subtitle B. Electric Utilities (Refs & Annos)

KN Chapter 36. Rates (Refs & Annos)
go Subchapter B. Computation of Rates

.+ § 36.054. Construction Work in Progress

Page 1

(a) Construction work in progress, at cost as recorded on the electric utility's books, may be included in the util-
ity's rate base: The inclusion of construction work in progress is an exceptional form of rate relief that the regu-
latory authority may grant only if the utility demonstrates that inclusion is necessary to the utility's financial in-
tegrity.

(b) Construction work in progress may not be included in the rate base for a major project under construction to
the extent that the project has been inefficiently or imprudently planned or managed.

CREDIT(S)

Acts 1997, 75th Leg., ch. 166, § 1, eff. Sept. 1, 1997.

Current through the end of the 2009 Regular and First Called Sessions of the 81 st Legislature

(c) 2010 Thomson Reuters. No Claim to Orig. US Gov. Works.

END OF DOCUMENT

C 2010 Thomson Reuters. No Claim to Orig. US Gov. Works.
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Westlavu
V.T.C.A., Utilities Code § 36.055

Effective: (See Text Amendments(

Vernon's Texas Statutes and Codes Annotated Currentness
Utilities Code (Refs & Annos)

Title 2. Public Utility Regulatory Act
Subtitle B. Electric Utilities (Refs & Annos)

qg Chapter 36. Rates (Refs & Annos)
K0 Subchapter B. Computation of Rates

.* § 36.055. Separations and Allocations

Page 1

Costs of facilities, revenues, expenses, taxes, and reserves shall be separated or allocated as prescribed by the

regulatory authority.

CREDIT(S)

Acts 1997, 75th Leg., ch. 166, § 1, eff. Sept. 1, 1997.

Current through the end of the 2009 Regular and First Called Sessions of the g 1 st Legislature

(c) 2010 Thomson Reuters. No Claim to Orig. US Gov. Works.

END OF DOCUMENT

® 2010 Thomson Reuters. No Claim to Orig. US Gov. Works.
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WestCaK
V.T.C.A., Utilities Code § 36.056

Effective: [See Text Am endmentsl

Vernon's Texas Statutes and Codes Annotated Currentness
Utilities Code (Refs & Annos)

Title 2. Public Utility Regulatory Act
Subtitle B. Electric Utilities (Refs & Annos)

Ks Chapter 36. Rates (Refs & Annos)
Ko Subchapter B. Computation of Rates

.+ § 36.056. Depredation, Amortization, and Depletion

Page 1

(a) The commission shall establish-proper and adequate rates and methods of depreciation, amortization, or de-
pletion for each class of property of an electric or municipally owned utility.

(b) The rates and methods established under this section and the depreciation account required by Section
32.102 shall be used uniformly and consistently throughout rate-setting and appeal proceedings.

CREDIT(S)

Acts 1997, 75th Leg., ch. 166, § 1, eff. Sept. 1, 1997.

Current through the end of the 2009 Regular and First Called Sessions of the 81st Legislature

(c) 2010 Thomson Reuters. No Claim to Orig. US Gov. Works.

END OF DOCUMENT

® 2010 Thomson Reuters. No Claim to Orig. US Gov. Works.
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Westlarrw
V.T.C.A., Utilities Code § 36.057

Effective: [See Text Amendments]

Vernon's Texas Statutes and Codes Annotated Currentness
Utilities Code (Refs & Annos)

Title 2. Public Utility Regulatory Act
Subtitle B. Electric Utilities (Refs & Annos)

9S Chapter 36. Rates (Refs & Annos)
gg Subchapter B. Computation of Rates

.♦ § 36.057. Net Income; Determination of Revenues and Expenses

Page I

(a) An electric utility's net income is the total revenues of the utility less all reasonable and necessary expenses

as determined by the regulatory authority.

(b) The regulatory authority shall determine revenues and expenses in a manner consistent with this subchapter.

(c) The regulatory authority may adopt reasonable rules with respect to whether an expense is allowed for ratem-

aking purposes.

CREDIT(S)

Acts 1997, 75th Leg., ch. 166, § 1, off. Sept. 1, 1997.

Current through the end of the 2009 Regular and First Called Sessions of the 81 st Legislature

(c) 2010 Thomson Reuters. No Claim to Orig. US Gov. Works.

END OF DOCUMENT

0 2010 Thomson Reuters. No Claim to Orig. US Gov. Works.
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Westlaw.
V.T.C.A., Utilities Code § 36.058

Effective: June 17, 2005

Vernon's Texas Statutes and Codes Annotated Currentness
Utilities Code (Refs & Annos)

Title 2. Public Utility Regulatory Act
Subtitle B. Electric Utilities (Refs & Annos)

'y Chapter 36. Rates (Refs & Annos)
Ke Subchapter B. Computation of Rates

.+ § 36.058. Consideration of Payment to Affiliate

Page 1

(a) Except as provided by Subsection (b), the regulatory authority may not allow as capital cost or as expense a
payment to an affiliate for:

(1) the cost of a service, property, right, or other item; or

(2) interest expense.

(b) The regulatory authority may allow a payment described by Subsection (a) only to the extent that the regulat-
ory authority finds the payment is reasonable and necessary for each item or class of items as determined by the
commission.

(c) A finding under Subsection (b) must include:

(1) a specific finding of the reasonableness and necessity of each item or class of items allowed; and

(2) a finding that the price to the electric utility is not higher than the prices charged by the supplying affiliate
for the same item or class of items to:

(A) its other affiliates or divisions; or

(B) a nonaffiliated person within the same market area or having the same market conditions.

(d) In making a finding regarding an affiliate transaction, the regulatory authority shall:

(1) determine the extent to which the conditions and circumstances of that transaction are reasonably compar-

® 2010 Thomson Reuters. No Claim to Orig. US Gov. Works.
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V.T.C.A., Utilities Code § 36.058 Page 2

able relative to quantity, terms, date of contract, and place of delivery; and

(2) allow for appropriate differences based on that determination.

(e) This section does not require a finding to be made before payments made by an electric utility to an affiliate
are included in the utility's charges to consumers if there is a mechanism for making the charges subject to re-

fund pending the making of the finding.

(f) If the regulatory authority finds that an affiliate expense for the test period is unreasonable, the regulatory au-

thority shall:

(1) determine the reasonable level of the expense;:and

(2) include that expense in determining the electric utility's cost of service.

CREDIT(S)

Acts 1997, 75th Leg., ch. 166, § 1, eff. Sept. 1, 1997. Amended by Acts 1999, 76th Leg., ch. 405, § 25,,eff. Sept.

1, 1999; Acts 2005, 79th Leg., ch. 413, § 1, eff. June 17, 2005.

Current through the end of the 2009 Regular and First, Called Sessions of the 81st Legislature

(c) 2010 Thomson Reuters. No Claim to Orig. US Gov. Works.

END OF DOCUMENT

0 2010 Thomson Reuters. No Claim to Orig. US Gov. Works.
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Westlavu
V.T.C.A., Utilities Code § 36.059

Effective: [See Text Amendmentsj

Vernon's Texas Statutes and Codes Annotated Currentness
Utilities Code (Refs & Annos)

Title 2. Public Utility Regulatory Act
Subtitle B. Electric Utilities (Refs & Annos)

Fe Chapter 36. Rates (Refs & Annos)
ro Subchapter B. Computation of Rates

.+ § 36.059. Treatment of Certain Tax Benefits

Page I

(a) In determining the allocation of tax savings derived from liberalized depreciation and amortization, the in-
vestment tax credit, and the application of similar methods, the regulatory authority shall:

(1) balance equitably the interests of present and future customers; and

(2) apportion accordingly the benefits between consumers and the electric or municipally owned utility.

(b) If an electric utility or a municipally owned utility retains a portion of the investment tax credit, that portion
shall be deducted from the original cost of the facilities or other addition to the rate base to which the credit ap-
plied to the extent allowed by the Internal Revenue Code..

CREDIT(S)

Acts 1997, 75th Leg., ch. 166, § 1, eft. Sept. 1, 1997.

Current through the end of the 2009 Regular and First Called Sessions of the 81 st Legislature

(c) 2010 Thomson Reuters. No Claim to Orig. US Gov. Works.

END OF DOCUMENT

® 2010 Thomson Reuters. No Claim to Orig. US Gov. Works.
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Westtavv.
V.T.C.A., Utilities Code § 36.060

Effective: [See Text Amendments]

Vernon's Texas Statutes and Codes Annotated Currentness
Utilities Code (Refs & Annos)

Title 2. Public Utility Regulatory Act
Subtitle B. Electric Utilities (Refs & Annos)

rM Chapter 36. Rates (Refs & Annos)
Ke Subchapter B. Computation of Rates

.# § 36.060. Consolidated Income Tax Returns

Page 1

(a) Unless it is shown to the satisfaction of the regulatory authority that it was reasonable to choose not to con-
solidate returns, an electric utility's income taxes shall be computed as though a consolidated return had been
filed and the utility had realized its fair share of the savings resulting from that return, if.

(1) the utility is a member of an affiliated group eligible to file a consolidated income tax return; and

(2) it is advantageous to the utility to do so.

(b) The amount of income tax that a consolidated group of which an electric utility is a member saves, because
the consolidated return eliminates the intercompany profit on purchases by the utility from an affiliate, shall be

applied to reduce the cost of the property or service purchased from the affiliate.

(c) The investment tax credit allowed against federal income taxes, to the extent retained by the electric utility,

shall be applied as a reduction in the rate-based contribution of the assets to which the credit applies, to the ex-
tent and at the rate allowed by the Internal Revenue Code.

CREDIT(S)

Acts 1997, 75th Leg., ch. 166, § 1, eff. Sept. 1, 1997.

Current through the end of the 2009 Regular and First Called Sessions of the 81 st Legislature

(c) 2010 Thomson Reuters. No Claim to Orig. US Gov. Works.

END OF DOCUMENT

® 2010 Thomson Reuters. No Claim to Orig. US Gov., Works.
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Westlavu
V.T.C.A., Utilities Code § 36.061

Effective:[See Text Amendmentsl

Page 1

Vernods Texas Statutes and Codes Annotated Currentness
Utilities Code (Refs & Annos)

Title 2. Public Utility Regulatory Act
Subtitle B. Electric Utilities (Refs & Annos)

go Chapter 36. Rates (Refs & Annos)
91 Subchapter B. Computation of Rates

♦ § 36.061. Allowance of Certain Expenses;,

(a) The regulatory authority may not allow as a cost or expense for ratemaking purposes:

(1) an expenditure for legislative advocacy; or , M

(2) an expenditure described by Section 32.104 that the regulatory authority determines to be not in the public
interest.

(b) The regulatory authority may allow as a cost or expense:

(1) reasonable charitable or civic contributions, not to exceed the amount approved by the regulatory authority;
and

(2) reasonable costs of participating in a proceeding under this title not to exceed the amount approved by the
regulatory authority.

CREDIT(S)

Acts 1997, 75th Leg., ch. 166, § 1, off. Sept. 1, 1997.

Current through the end of the 2009 Regular and First Called Sessions of the 81st Legislature

(c) 2010 Thomson Reuters. No Claim to Orig. US Gov. Works.

END OF DOCUMENT

® 2010 Thomson Reuters. No Claim to Orig. US Gov. Works.
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Westtavrc
V.T.C.A., Utilities Code § 36.062

Effective: (See-Text Amendments)

Page 1

Vernon's Texas Statutes and Codes Annotated Currentness

Utilities Code (Refs & Annos)
Title 2. Public Utility Regulatory Act

Subtitle B. Electric Utilities (Refs & Annos)
gg Chapter 36. Rates (Refs & Annos)

KE Subchapter B. Computation of Rates
§ 36.062. Consideration of Certain Expenses'

The regulatory authority may not consider for ratemakingpurposes: '

(1) an expenditure for legislative advocacy, made directly or indirectly, including legislative advocacy ex-

penses included in trade association dues;

(2) a payment made to cover costs of an accident, equipment failure, or negligence at a utility facility owned
by a person or governmental entity not selling power in this state, other than a payment made under an insur-

ance or risk-sharing arrangement executed before the date of loss;

(3) an expenditure for costs of processing a refund or credit under Section 36.110; or

(4) any other expenditure, including an executive salary, advertising expense, legal expense, or civil penalty or
fine, the regulatory authority finds to be unreasonable, unnecessary, or not in the public interest.

CREDIT(S)

Acts 1997, 75th Leg., ch. 166, § 1, eff. Sept. 1, 1997.

Current through the end of the 2009 Regular and First Called Sessions of the 81 st Legislature

(c) 2010 Thomson Reuters. No Claim to Orig. US Gov. Works.

END OF DOCUMENT

0 2010 Thomson Reuters. No Claim to Orig. US Gov. Works.
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Wifstic-ft
V.T.C.A., Utilities Code § 36.063 Page 1

Effective: (See •Text'Amendments)

Vernon's Texas Statutes and Codes Annotated Currentness
Utilities Code (Refs & Annos)

Title 2. Public Utility Regulatory Act
Subtitle B. Electric Utilities (Refs & Annos)

rs Chapter 36. Rates (Refs & Annos)
Ke Subchapter B. Computation of Rates

.+ § 36.063. Consideration of Profit or Loss From Sale or Lease of Merchandise

In establishing an electric or municipally, owned utility's rates, the regulatory authority may not consider any
profit or loss that results from the sale or lease of merchandise, including appliances, fixtures, or equipment,, to
the extent that merchandise is not integral to providing utility service.

CREDIT(S)

Acts 1997, 75th Leg., ch. 166, § 1, eff. Sept. 1, 1997.

Current through the end of the 2009 Regular and First Called Sessions of the 81 st Legislature

(c) 2010 Thomson Reuters. No Claim to Orig. US Gov. Works.

END OF DOCUMENT

® 2010 Thomson Reuters. No Claim to Orig. US Gov. Works.
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Westlavw
V.T.C.A., Utilities Code § 36.064

Effective: [See Text Amendments) -

Vernon's Texas Statutes and Codes Annotated Currentness
Utilities Code (Refs & Annos)

Title 2. Public Utility Regulatory Act
Subtitle B. Electric Utilities (Refs & Annos)

qg Chapter 36. Rates (Refs & Annos)
Km Subchapter B. Computation of Rates

.♦ §36.064. Self-Insurance

Page i

(a) An electric utility may, self-insure all or part of the utility's potential- liability or=catastrophic property loss,
including windstorm; fire, and-;explosion losses, that could not have been reasonably anticipated and included
under operating and maintenance expenses.

(b) The commission shall approve a self-insurance plan under this section if the commission finds that:

(1) the coverage is in the public interest;

(2) the plan, considering all costs, is a lower cost alternative to purchasing commercial insurance; and

(3) ratepayers will receive the benefits of the savings.

(c) In computing an electric utility's reasonable and necessary expenses under this subchapter, the regulatory au-

thority, to the extent the regulatory authority finds is in the public interest, shall allow as a necessary expense
the money credited to a reserve account for self-insurance. The regulatory authority shall determine reasonable-

ness under this subsection:

(1) from information provided at the time the self-insurance plan and reserve account are established; and

(2) on the filing of a rate case by an electric utility that has a reserve account.

(d) After a reserve account for self-insurance is established, the regulatory authority shall:

(1) determine whether the reserve account has a surplus or shortage under Subsection (e); and

® 2010 Thomson Reuters. No Claim to Orig. US Gov. Works.
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V.T.C.A., Utilities Code § 36.064

(2) subtract any surplus from or add any shortage to the utility's rate base.

Page 2

(e) A surplus in the reserve account exists if the charges against the account are less than the money credited to
the account. A shortage in the reserve account exists if the charges against the account are greater than the
money credited to the account.

(f) The allowance for self-insurance under this title for ratemaking purposes is not applicable to nuclear plant in-
vestment.

(g) The commission shall adopt rules governing self-insurance under this section.

CREDIT(S)

Acts 1997, 75th Leg., ch. 166, § 1, eff. Sept. 1, 1997.

Current through the end of the 2009 Regular and First Called Sessions of the 81st Legislature

(c) 2010 Thomson Reuters. No Claim to Orig. US Gov. Works.

END OF DOCUMENT

® 2010 Thomson Reuters. No Claim to Orig. US Gov. Works.
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WestCavu
V.T.C.A., Utilities Code § 36.065

Effective: June 17, 2005

Vernon's Texas Statutes and Codes Annotated Currentness
Utilities Code (Refs & Annos)

Title 2. Public Utility Regulatory Act
Subtitle B. Electric Utilities (Refs & Annos)

'qj Chapter 36. Rates (Refs & Annos)
KM Subchapter B. Computation of Rates

.+ § 36.065. Pension and Other Postemployment Benefits

Page 1

(a) The regulatory authority shall include in the rates of an electric utility expenses for pension and other
postemployment benefits, as determined by actuarial or other similar studies in accordance with generally accep-
ted accounting principles, in an amount the regulatory authority finds reasonable. Expenses for pension and oth-
er postemployment benefits include, in an amount found reasonable by the regulatory authority, the benefits at-
tributable to the service of employees who were employed by the predecessor integrated electric utility of an
electric utility before the utility's unbundling under Chapter 39 irrespective of the business activity performed by
the employee or the affiliate to which the employee was transferred on or after the unbundling.

(b) Effective January 1, 2005, an electric utility may establish one or more reserve accounts for expenses for
pension and other postemployment benefits. An electric utility shall periodically record in the reserve account

any difference between:

(1) the annual amount of pension and other postemployment benefits approved as an operating expense in the
electric utility's last general rate proceeding or, if that amount cannot be determined from the regulatory au-
thority's order, the amount recorded for pension and other postemployment benefits under generally accepted
accounting principles during the first year that rates from the electric utility's last general rate proceeding are

in effect; and

(2) the annual amount of pension and other postemployment benefits as determined by actuarial or other simil-
ar studies that are chargeable to the electric utility's operating expense.

(c) A surplus in the reserve account exists if the amount of pension and other postemployment benefits under
Subsection (b)(1) is greater than the amount determined under Subsection (b)(2). A shortage in the reserve ac-
count exists if the amount of pension and other postemployment benefits under Subsection (b)(1) is less than the

amount determined under Subsection (bX2).

(d) If a reserve account for pension and other postemployment benefits is established, the regulatory authority at

a subsequent general rate proceeding shall:

® 2010 Thomson Reuters. No Claim to Orig. US Gov. Works.
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(1) review the amounts recorded to the reserve account to determine whether the amounts are reasonable ex-
penses;

(2) determine whether the reserve account has a surplus or shortage under Subsection (c); and

(3) subtract any surplus from or add any shortage to the electric utility's rate base with the surplus or shortage
amortized over a reasonable time.

CREDIT(S)

Added by Acts 2005, 79th Leg., ch. 385, § 1, eft June 17, 2005.

Current through the end of the 2009 Regular and First Called Sessions of the S 1 st Legislature

(c) 2010 Thomson Reuters. No Claim to Orig. US Gov. Works.
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CHAPTER 25. SUBSTANTIVE RULES APPLICABLE TO ELECTRIC SERVICE
PROVIDERS

Subchapter J. COSTS, RATES AND TARIFTS.

DIVISION 1. RETAIL RATES.

§25.231. Cost of Service.

(a) Components of cost of service. Except as provided for in subsection (cX2) of this section, relating to
invested capital; rate base, and §2323(b) of this title, (relating to Rate Design),= rates are to be based
upon an electric utility's cost of rendering service to the public during a historical test year, adjusted
for known and measurable changes. The two components of cost of service are allowable expenses
and return on invested capital.

(b) Allowable expenses. Only those expenses which are reasonable and necessary to provide service to
the public shall be included in allowable expenses. In computing an electric utility's allowable
expenses, only the electric utility's historical test year expenses as adjusted for known and measurable
changes will be considered, except as provided for in any section of these rules dealing with fuel

expenses.
(1) Components of allowable expenses. Allowable expenses, to the extent they are reasonable

and necessary, and subject to this section, may include, but are not limited to the following
general categories:
(A) Operations and maintenance expense incurred in fiunishing normal electric" utility

service and in maintaining electric utility plant used by and useful to the electric
utility in providing such service to the public. Payments to affiliated interests for
costs of service, or any property, right or thing, or for interest expense shall not be
allowed as an expense for cost of service except as provided in the Public Utility
Regulatory Act §36.058.

(B) Depreciation expense based on original cost and computed on a straight line basis as
approved by the commission. Other methods of depreciation may be used when it
is determined that such depreciation methodology is a more equitable means of
recovering the cost of the plant.

(C) Assessments and taxes other than income taxes.
(D) Federal income taxes on a normalized basis. Federal income taxes shall be

computed according to the provisions of the Public Utility Regulatory Act §36.060.
(E) Advertising, contributions and donations. The actual expenditures for ordinary

advertising, contributions, and donations may be allowed as a cost of service
provided that the total sum of all such items allowed in the cost of service shall not
exceed three-tenths of 1.0% (0.3%) of the gross receipts of the electric utility for
services rendered to the public. The following expenses shall be included in the
calculation of the three-tenths of 1.0% (0.3%) maximum:
(i) funds expended advertising methods of conserving energy;
(ii) funds expended advertising methods by which the consumer can effect a

savings in total electric utility bills;
(iii) funds expended advertising methods to shift usage off of system peak; and
(iv) funds expended promoting renewable energy.

(F) Nuclear decommissioning expense. The following restrictions shall apply to the
inclusion of nuclear decommissioning costs that are placed in an electric utility's
cost of service.
(i) An electric utility owning or leasing an interest in a nuclear-fueled

generating unit shall include its cost of nuclear decommissioning in its cost
of service. Funds collected from ratepayers for decommissioning shall be
deposited monthly in irrevocable trusts external to the electric utility, in
accordance with §25.301 of this title (relating to Nuclear Decommissioning
Trusts). All funds held in short term investments must bear interest. The
level of the annual cost of decommissioning for ratemaldng purposes will

§^- ^^ ^ __1 effective date 04/13/05
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CHAPTER 25. SUBSTANTIVE RULES APPLICABLE - TO ELECTRIC . SERVICE
PROVIDERS

Subchapter J. COSTS, RATES AND TARIFFS.

DIVISION 1. RETAII. RATES.

&25.231tbNiNFNi) continued

be determined in each rate case based on an allowance for contingencies of
10%0 of ;: the -, cost of decommissioning,=--;the most current information
reasonably available regarding the cost of decommissioning, the balance of
funds :;,in the- decommissioning.. trust, anticipated escalation rates, the
anticipated,; return on the funds in- the decommissioning trust, and other
relevant factors.:- The annual. amount for the cost of decommissioning
determined pursuant to the preceding sentence shall be expressly included
in the cost of service.established by the commission's order.

(ii) In the ; event that an electric utility implements an interim rate increase,
including an increase filed under, bond, an incremental change in
decomm,issioning,funding shall be included in the increase.

(iii) An electric utility's- decommissioning fund and trust balances will be
reviewed in general- rate cases., In the event that an electric utility does not
have a rate case within a five-year period, the commission, on its own
motion or on the motion; of the commission's Office of Regulatory Affairs,
the Office of Public Utility Counsel, or any affected person, may initiate a
proceeding to review,the-electric utility's decommissioning cost study and
plan, and the balance of the trust.

(iv). An electric utility shall perform, or cause to be performed, a study of the
decommissioning, costs of each .nuclear generating unit that it owns or in
which it leases an interest. A study or a redetermination of the previous
study shall, be- performed: at least, every five years. The study or
redetermination should, consider the most current information reasonably
available; on ; the, cost of, decommissioning. A copy of the study or
redetermination shalt be filed.with the commission and copies provided to
the.. commission's Office of- Regulatory Affairs and the Office of Public
Utility Counsel. An electric utility's most recent decommissioning study or
redeterminations shall be filed with the commission within 30 days of the
effective date of this subsection. .,The five year requirement for a new
study or redetennination.shall, begin from the date of the last study or
redetermination.,

(G) . Accruals credited to reserve accounts for self-insurance under a plan requested by
an electric.utility: and approved by the commission. The commission shall consider
approval of a self insurance= plan in a rate case in which expenses or rate base
treatment are requested for a such a plan. For the purposes of this section, a self
insurance plan is a plan providing for accruals to be credited-,to-reserve accounts.
The reserve accounts are to be charged with property and, liability losses which
occur, and which could not have been reasonably anticipated and included in
operating and maintenance expenses, and are not paid or reimbursed by commercial
insurance. The commission will approve a self insurance plan to the extent it finds
it to be in the public interest. In order to establish that the plan is in the public
interest, the electric utility must present a cost benefit analysis performed by a
qualified independent insurance consultant ; who = demonstrates that, with
consideration of all costs, self-insurance is a lower-cost alternative than commercial
insurance and the ratepayers will receive the benefits of the self insurance plan. The
cost benefit analysis shall present a detailed analysis of the appropriate limits of self
insurance, an analysis of the appropriate annual accruals to build a reserve account

§25.221 " effective date 04/13/05
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CHAPTER 25. " SUBSTANTIVE RULES APPLICABLE TO ELECTRIC SERVICE
PROVIDERS

Subchapter J. COSTS, RATES AND TARIFFS.

DIVISION 1. RETAII. RATES.

825.231(bN1)(G) continued
for self insurance, and the level at which further accruals should be decreased or
terminated.

(H) Postretirement benefits other than pensions (lmown in the electric utility industry as
"OPEB").' For ratemaking purposes; expense associated postretirement benefits
other than pensions (OPEB) shall be treated as follows:
(i) OPEB expense shall be included-.in an electric utility's cost of service for

ratemaking purposes based on actual payments made.
(ii)=' Aw electric utility may request a one-time conversion to inclusion of

current OPEB expense- in `cost of>service for ratemaking purposes on an
accrual basis+in accordance with generally accepted accounting principles
(GAAP). Rate recognition of OPEB expense on an accrual basis shall be
made only in the context of a full rate` case.

(iii) An electric utility shall not be allowed to recover current OPEB expense on
an accrual basis until GAAP requires-that electric utility to report OPEB
expense on an accrual basis.

(iv) For ratemaking purposes, the transition obligation shall be amortized over
20 years.

(v) OPEB-amounts included in rates shall be placed in an irrevocable external
trust fund, dedicated to the payment of OPEB expenses. The trust shall be
established no later than six months after the order establishing the OPEB
expense amount included in rates: The electric utility shall make deposits
to the fund at least once per year. Deposits on the fund shall include, in
addition to the amount included in rates, an amount equal to fimd earnings
that would have `accrued if deposits had been made monthly. The funding
requirement can be metwith deposits made in advance of the recognition
of the expense for ratemaking purposes. The electric utility shall, to the
extent permitted by the Internal Revenue Code, establish a poshretirement
benefit plan that- allows for, current federal income tax deductions for
contributions and allows earnings on the trust funds to accumulate tax five.

(vi) When an electric utility termiriates ^ an OPEB trust fund established
pursuant to clause (vy of this subparagraph, it shall notify the commission
in writing. If excess assets remain after the OPEB trust fund is terminated
and all trust related liabilities are` satisfied, the electric utility shall file, for
commission approval, a proposed plan for the distribution of the excess
assets. The electric utility shall not distribute any excess assets until the
commission approves the disbursement plan.'

(2) Expenses not allowed. The following expenses shall never be allowed as a component of
cost of service:
(A) legislative advocacy expenses, whether made directly or indirectly, including, but

not limited to, legislative;: advocacy expenses included in professional or trade
association dues;--- - I -

(13) funds expended in support of political candidates; ,
(C) fonds expended in support of any political movement;
(D) funds expended promoting political or religious causes; .;-
(E) funds expended in, support of or membership in social, recreational, fraternal, or

religious clubs or organizations;
(F) funds promoting increased consumption of electricity;
(G) ° additional funds expended to mail any parcel or> letter containing any of the items

mentioned in subparagraphs (A)-(F) of this paragraph;

C ^" -3 effective date 04/13/05
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