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COH/HCOC Legal and Consul in g Expenses
Descri ption
Amount
Total Actual COH/HCOC Rate Case
$386,190.96
Expenses Eligible for Recover :
COH/HCOC estimated legal expenses through
$820,000.00
completion
COH/HCOC estimated consultant expenses
$245,734.00
through completion
Total Estimated COH/HCOC Rate Case
Expenses Eli gible for Recover :
$1,065,734.00
Lane Kollen and Clarence Johnson provided testimony regarding the reasonableness and
necessity of the following consultant and legal fees incurred by GCCC, which is supported by the
incorporated affidavits of Thomas Brocato:787

GCCC Legal and Consultin g Expenses
Descri ption
Amount
GCCC actual legal expenses by Lloyd Gosselink
$83,698.47
through August 31, 2010
GCCC actual consultant expenses by J. Kennedy
$38,510.70
& Assoc. through August 31, 2010
GCCC actual consultant expenses by Steven Hill
$6,120.00
GCCC actual consultant expenses by Clarence
Johnson through August 31, 2010
Total Actual GCCC Rate Case Expenses
Eligible for Recover :
GCCC estimated legal expenses by Lloyd
Gosselink through completion
GCCC estimated consultant expenses by J.
Kennedy & Assoc. through completion
GCCC estimated consultant expenses by
Clarence Johnson through completion
Total Estimated GCCC Rate Case Expenses:

$12,336.00

$140,665.17
$516,334.83
$105,000.00
$13,000.00
$634,334.83

No party contested the reasonableness or necessity of these expenses and Staff witness Ms. Jacobs
supports recovery of these expenses.788

787
788

GCCC Ex. 1(Kollen Direct) at 91-112; GCCC Ex. 2 (Johnson Direct) at 58-59.
Staff Ex. 5 (Jacobs Cross Rebuttal) at 5.
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Scott Brazell provided testimony regarding the reasonableness and necessity of the following
consultant and legal fees incurred by TCUC:789

TCUC Legal and Consultin g Expenses
Description
Amount
TCUC actual legal expenses by Herrera & Boyle,
$23,700.75
PLLC, through August 31, 2010
TCUC actual consultant expenses by DUCI
$17,050.60
through August 31, 2010
Total Actual TCUC Rate Case Expenses
Eligible for Recover :
$40,751.35
TCUC estimated legal expenses by Herrera &
$72,500.00
Boyle, PLLC, through completion
TCUC estimated consultant expenses by DUCI
$18,000.00
through completion
TCUC estimated consultant expenses by James
$15,400.00
Z. Brazell through completion
Total Estimated TCUC Rate Case Expenses
$105,900.00
throu gh Completion:
TCUC estimated legal expenses by Herrera &
$95,700.00
Boyle, PLLC, through appeal
TCUC estimated consultant expenses by DUCI
$6,000.00
through appeal
Total Estimated TCUC Rate Case Expenses
$101,700.00
throu gh Appeal:
Each of these parties stated that their estimated expenses were caps on the amount they would
receive and that if the expenses were less than the amount to which they testified, they would not lay
claim to the greater amount. Similarly, if the actual expenses were more, they would not lay claim to
the greater amount.

No party contested the reasonableness or necessity of these expenses.

Staff witness

Ms. Jacobs testified in support of the recovery of these expenses,790 but in its Initial Brief, Staff noted
that at its October 14, 2010, open meeting, the Commission indicated that estimated rate case

789 TCUC Ex. 2 (Brazell Direct) at 6-14.
'90 Staff Ex. 5 (Jacobs Cross Rebuttal) at 5.
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expenses should be considered in a subsequent proceeding because they have not actually been
incurred at present.791

The ALJs find, consistent with the testimony offered by COH/HCOC, GCCC, TCUC, and
Staff, that the actual and estimated expenses of COH/HCOC, GCCC, and TCUC described above
(subject to the cap limitations also described above) are reasonable and necessary, and that CEHE
should reimburse those expenses.

Consistent with Staff's recommendation not to allow the Company to recover estimated legal
and consulting expenses in this proceeding, CenterPoint requested that the Commission: (1) allow
the Company to establish a regulatory asset for any legal expenses incurred after August 31, 2010,
and any consulting expenses incurred after September 30, 2010, and (2) permit CenterPoint to
request recovery of the rate case expenses recorded in the asset in a future rate proceeding. Such
treatment is consistent with Commission precedent relating to rate case expenses and will allow
CenterPoint to recover the whole of its reasonable and necessary rate case expenses required to
present this case.792 The ALJs find that this request, too, is reasonable and, therefore, recommend
that the Commission grant CenterPoint's request.

XII.

AUSTERITY ADJUSTMENT

COH/HCOC proposes that the Commission implement what COH/HCOC refers to as an
"austerity adj ustment" to reflect the downturn in the economy in recent times and the burdens that
must be borne by CenterPoint's ratepayers as a result. According to COH/HCOC, the austerity
adjustment should be a reduction to CenterPoint's revenue requirement in the amount of 3 percent of
CenterPoint's non-fuel O&M expenses. COH/HCOC witness Perlman testified that the New York
Public Service Commission (NYPSC) lowered Consolidated Edison's request for O&M costs by

791 Staff Initial Brief at 85, citing Open Meeting Tr. at 18-25 (Oct. 14, 2010).
192 See Application of Southwestern Electric Power Company for Authority to Change Rates,
Docket No. 37364,
Supplemental Preliminary Order at 8-10 (Oct. 12, 2009); Proceedings to Consider Rate Case Expenses Severed from
Docket No. 33310 (Application ofAEP Texas North Company for Authority to Change Rates) and Docket No. 33309
(Application of AEP Texas Central Company for Authority to Change Rates), Docket No. 34301, Final Order at 8,
Finding of Fact No. 33 (May 23, 2008)
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3.6 percent and in June 2009, the NYPSC incorporated a $2.4 million austerity savings adjustment
into electric rates in the Central Hudson rate case.793

CenterPoint responded in opposition, contending that COH/HCOC's proposal was contrary to
PURA and that factual differences - such as the fact that Consolidated Edison is a vertically
integrated utility- make application of the austerity adjustment inappropriate.794 CenterPoint points
out that the 3 percent adjustment proposed by COH/HCOC amounts to $13.3 million, a not
insubstantial sum.795

CenterPoint points out that PURA § 36.051 requires the Commission to

establish rates that will allow the utility to recover its reasonable and necessary operating expenses as
well as provide the utility a reasonable opportunity to earn a reasonable return on its invested capital
in excess of the utility's reasonable and necessary operating expenses.796 Determining a utility's
reasonable and necessary operating expenses and then reducing them by 3 percent as an austerity
measure would, according to CenterPoint, violate this basic precept of utility regulation.797

The ALJs are, in the end, persuaded by CenterPoint's arguments regarding the legality of
adopting COH/HCOC's austerity adjustment. The Commission is charged with the responsibility of
determining CenterPoint's reasonable and necessary operating expenses by PURA § 36.051. It also
is charged with the responsibility of providing the utility a reasonable opportunity to earn a
reasonable return on its invested capital in excess of those expenses. Both of those statutorily
mandated tasks are the subject of this proceeding. The effect of COH/HCOC's austerity adjustment
is to have the Commission perform its statutory duty - determine the amount of CenterPoint's
reasonable and necessary operating expenses - and then deduct from that amount 3 percent as an
austerity adjustment.

The effect of such an action would be to either reduce the quantum of

operating expenses the CenterPoint is allowed to recover to an amount that is less than its reasonable
and necessary operating expenses or to reduce the amount it is permitted to earn as a return on its
793

COH/HCOC Ex. 2 (Perlman Direct) at 25-38.

794 CEHE Initial Brief at 201-202.
795
CEHE Reply Brief at 90.
796
CEHE Initial Brief at 201.
797
!d.
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invested capital by 3 percent of its reasonable and necessary operating expenses. Either result would
be contrary to PURA. Therefore, the ALJs recommend that the Commission refuse to give effect to
COH/HCOC's austerity adjustment.

XIII.

MISCELLANEOUS

A. Docket No. 32093 Low-Income Program Funds
CenterPoint recorded a regulatory liability of $504,858, as of December 31, 2009, related to
the low-income program spending resulting from the settlement in Docket No. 32093.798
TLSC/TxROSE argued that these funds should continue to be used on low-income bill payment
assistance in lieu of being refunded to the residential class as CenterPoint originally proposed.799
CenterPoint stated in its reply brief that it does not oppose working with TLSC/TxROSE, Staff, and
other interested parties to provide the $504,858 in unspent funds from the settlement in Docket
No. 32093 to assist low-income customers. CenterPoint stated that it proposed to return the
$504,858 to customers through a credit to Rider EECRF because the program previously funded
pursuant to the settlement agreement in Docket No. 32093 ended on August 3 l, 2009, and there was
no longer any program to fund with those dollars. Because TLSC/TxROSE is now willing to find
another program to receive the unspent funds, CenterPoint stated that it proposes to remove the
$504,858 credit in Rider EECRF and work with the parties to find an appropriate low-income
assistance program to fund.

B. Charitable Contributions
TLSC/TxROSE suggested that certain O&M expenses be disallowed as inappropriate
charitable contributions. These items were identified during hearings in the cross examination of
CenterPoint witness Fitzgerald by reference to Rate Filing Package Schedule II-D-2.5 Summary of
Contributions and Donations. In its reply brief, CenterPoint contended that some of these items have
already been excluded from CenterPoint's calculation of allowable expenses, while others are

798 CEHE Ex. 28 ( Fitzgerald Direct) at 12.
799
TLSC/TxROSE Initial Brief at 17-18; CEHE Ex. 28 ( Fitzgerald Direct) at 12.
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reasonable and appropriate. TLSC/TxROSE protested this argument, stating that it relied on matters
outside the evidentiary record, and requested that this portion of CenterPoint's reply brief be
sticken.8oo

As a result of this filing, CenterPoint and TLSC/TxROSE were able to reach a compromise
that, although not part of the evidentiary record, resolves this matter. In its letter evidencing this
agreement, CenterPoint states that the adjustments it agrees to were originally identified in discovery
and were intended to be made during the number running phase of this case. As a result of its
negotiations with TLSC/TxROSE, however, CenterPoint agreed that certain FERC accounts should
be adjusted downward.801 The following table shows which FERC accounts should be adjusted
downward, the amount of the adjustment, and a reference to the RFI response where the Company
agreed to make the adjustment:

Response
COH/HCOC 1-15

Amount
$22,072

COH/HCOC 10-02
COH/HCOC 14-14
COH/HCOC 24-07
OPC 1-10

$20,200
$69,700
$2,258
$80,700

FERC Account to be Adjusted
$18,579 in FERC Account 9302; $419 in FERC
Account 5600; $3,704 in FERC Account 5800
FERC Account 9302
FERC Account 9302
FERC Account 9302
FERC Account 4081

The ALJs applaud the parties for working to reach a compromise on this issue and believe that it is
reasonable and should be adopted.

C. Disconnect/Reconnect for Pre-Pay Customers
Staff witness Wright recommended that CenterPoint set the DSCs to $0 for disconnection
and reconnection for all customers. Ms. Wright also offered as an alternative that CenterPoint could
have REPs identify which customers are pre-pay customers and then CenterPoint would set the
DSCs for the disconnection and reconnection of those customers at $0, while maintaining separate
800

TLSC/TxROSE Objections and Motion to Strike Certain Portions of CenterPoint's Reply Brief Relating to
Charitable Contributions (Nov. 3, 2010).
801 Resolution of Motion to Strike (Nov. 17, 2010).
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DSCs for the disconnection and reconnection for the non-pre-pay customers.802 OPC witness Lacy
Seybold recommended that these charges be reduced and that all customers be subject to the same
charges, regardless of their pre-pay status.803 TXU and Direct Energy asserted that the current
charges for disconnection and reconnection are barriers to providing pre-pay products in
CenterPoint's service area and recommended setting to $0 the DSCs for disconnects and reconnects
for pre-pay customers.804 CenterPoint's witness Matthew Troxle proposed in his rebuttal testimony
to immediately reduce to zero all DSCs that are currently scheduled to be reduced to zero in the
future on full AMS deployment, rather than singling out selected DSCs for reduction. Mr. Troxle
indicated that this would reduce discretionary service revenues by $9.4 million.g05

GCCC disagreed with Ms. Wright's proposal to set the DSCs to $0 for disconnection and
reconnection for all customers. GCCC argued that Staff's proposal would short-circuit the process
agreed to by the parties to the stipulation in Docket No. 35639 and approved by the Commission in
that proceeding. GCCC witness Lane Kollen noted in his cross-rebuttal testimony that due to the
DOE stimulus grant for the purpose of accelerating CenterPoint's AMS deployment, the process of
adjusting CenterPoint's discretionary services is accelerated.806 The charges for disconnection and
reconnection will now be reduced to zero in 2012, once CenterPoint's AMS deployment is
completed. Therefore, according to GCCC, the Commission should permit the process agreed on by
the parties to complete of its own accord on this accelerated schedule.

GCCC further argued that Staff's proposal would create an incremental revenue requirement
that CenterPoint would need to recover through an increase in some other charge unrelated to
disconnection or reconnection of service. GCCC therefore requested that, if Staff's approach is
adopted, CenterPoint be required to include a pro forma reduction in expenses. In doing so,
according to GCCC, matching between the reduction in discretionary services revenue and the

102 Staff Ex. 3 (Wright Direct) at 10.
sos
OPC Initial Brief at 49, citing OPC Ex. 7 ( Sebold Cross-Rebuttal) at 12.
804 Staff Ex. 3 (Wright Direct) at 9.
'05 CEHE Ex. 61 (Troxle Rebuttal) at 46-47.
106
GCCC Ex. 3 (Kollen Cross-Rebuttal) at 12.
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assumption of a reduction in the underlying costs reflected in the base revenue requirement would be
ensured.807

In view of the competing arguments, Staff urged that an appropriate balance can be reached
by zeroing-out only the DSCs for disconnection and reconnection, as recommended by Ms. Wright,
with no corresponding reduction to test-year expenses. Then, once the advanced meters are fully
deployed, the cost of meter-related discretionary services will not be zero; however, they will be
substantially reduced. At that time the remaining meter-related discretionary service costs can be
recovered through base rates rather than DSCs.808 In the meantime, CenterPoint will continue to file
for annual reductions to the meter-related DSCs until they are set to $0 on full AMS deployment,
thereby reducing its revenues after rates are set in this case.809 Staff explained that limiting the
zeroing-out of DSCs to disconnection and reconnection (without a corresponding reduction to
test-year expenses) limits the reduction in miscellaneous revenues available to offset base rate costs,
compared to zeroing-out all of the meter-related DSCs at this time. In addition, it fairly balances the
meter-related DSCs in the test year with the reduction of meter-related DSC revenues that will occur
after rates are set in this case. Staff further explained that this approach also treats all customers the
same; no customer is charged a DSC for disconnection or reconnection, regardless of whether the
customer has an advanced meter or still has a traditional meter. In light of the changed
circumstances since the Commission approved CenterPoint's AMS deployment plan - the
acceleration of the plan - the time is right to zero-out the DSCs for disconnection and reconnection
for all customers.

Considering all the parties' arguments, the ALJs are persuaded that Staff's recommendation
properly balances the competing interests and is most fair and workable. Therefore, the ALJs
recommend that the Commission approve Staff's recommendation.

807

ld.

'08 CEHE Ex. 61 (Troxle Rebuttal) at 44.
809
CEHE Ex. 30 (Troxle Direct) at 54-55.
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CONCLUSION

The ALJs recommend that the Commission implement the findings of the ALJs set forth in
the discussion above by adopting the following proposed findings of fact and conclusions of law in
the Commission's final order.

XV.

A.

PROPOSED FINDINGS OF FACT, CONCLUSIONS OF LAW, AND ORDERING
PARAGRAPHS
Findings of Fact

Procedural History
1.

CenterPoint Energy Houston Electric, LLC (CenterPoint or Company) is an investor-owned
electric utility within the Electric Reliability Council of Texas (ERCOT) system.

2.

CenterPoint is the legal entity that includes the regulated transmission and distribution utility
(TDU), various true-up items related to Competition Transition Charge recovery, three
transition bond subsidiaries, and one storm restoration transition bond subsidiary.

3.

CenterPoint provides transmission and distribution (T&D) electric services in a roughly
5,000-square-mile territory of the Southeast Coastal region of Texas, including the Houston
area. CenterPoint delivers electricity to over two million meters in 95 cities in Texas.

4.

As part of the unbundled cost of service (UCOS) hearings, in 2001, CenterPoint's cost of
service was separated for accounting purposes between its transmission and distribution
functions, and its rates were set among various classifications.
Pursuant to the Settlement Agreement reached as part of its 2006 rate case in Petition by
Commission Staff for a Review of the Rates of CenterPoint Energy Houston Electric, LLC
Pursuant to PURA § 36.151, Docket No. 32093 ( Sept. 5, 2006), CenterPoint filed a 2009
Earnings Monitoring Report ( EMR) in March 2010 for review by the Public Utility
Commission of Texas (Commission) Staff ( Staff), the City of Houston, and the Gulf Coast
Coalition of Cities (GCCC).

6.

The 2009 EMR showed that the Company earned a weather-adjusted return on equity (ROE)
of 9.81 percent. The 2009 EMR showed that CenterPoint earned a non-weather-adjusted
ROE of 11.13 percent.
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7.

On June 30, 2010, CenterPoint filed its Application with the Commission for authority to
increase its T&D rates and a reconciliation of costs incurred related to its Advanced Metering
System (AMS) deployment.

8.

CenterPoint filed this Application at the directive of Staff, the City of Houston, and GCCC,
who chose to exercise their right under the Order in Docket No. 32093 to require CenterPoint
to initiate a general rate case.

9.

Under the Company's proposed rates, retail distribution service revenues would increase by
approximately $92 million, and transmission revenues would increase byapproximately
$18 million.

10.

CenterPoint's Application was served on Staff and the Office of Public Utility Counsel
(OPC) on June 30, 2010.

11.

On September 16, 2010, CenterPoint filed an affidavit attesting to the completion of the
publication of notice as required by P.U.C. SUBST. R. 22.51(a)(1).

12.

CenterPoint served a copy of its statement of intent to each municipality within CenterPoint's
service area and a copy of its petition to each municipality within CenterPoint's service area
with original jurisdiction.

13.

CenterPoint timely served by mail notice of the Application to each of the ERCOT wholesale
transmission customers on the service list in Commission Staff's Application to Set 2010
Wholesale Transmission Service Charges for the Electric Reliability Council of Texas,
Docket No. 37680 (Apr. 16, 2010).

14.

CenterPoint timely served notice by mail of the Application to each Retail Electric Provider
(REP) listed on the Commission's website as of the date on which notice was sent.

15.

CenterPoint timely served notice by mail of the Application to each party in Application of
CenterPoint Energy Houston Electric, LLC for Approval of Deployment Plan and Request
for Surcharge for an Advanced Metering System, Docket No. 35639 (Dec. 22, 2008).

16.

CenterPoint timely served notice and a copy of the Application and rate filing package to
each party in Petition by Commission Staff for a Review of the Rates of CenterPoint Energy
Houston Electric, LLC Pursuant to PURA § 36.151, Docket No. 32093 (Sept. 5, 2006), the
Company's last general rate case.

17.

The Commission referred this proceeding to the State Office of Administrative Hearings
(SOAH) on June 30, 2010.
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18.

The following entities were granted intervenor status in this case: The City of Houston, and
the Houston Coalition of Cities (COH/HCOC); GCCC; Texas Coast Utilities Coalition
(TCUC); Texas Industrial Energy Consumers (TIEC); State of Texas; OPC; Alliance for
Retail Markets (ARM); Reliant Energy Retail Services, LLC; TXU Energy Retail Company
LLC; Texas Energy Association for Marketers (TEAM); Direct Energy; Texas Legal
Services Center and Texas Ratepayers' Organization to Save Energy (TLSC/Texas ROSE),
and Oncor Electric Delivery Company LLC.

19.

On June 30, 2010, CenterPoint filed a Motion to Bifurcate issues related to its requested
alternative ratemaking mechanism, the Rider Distribution Cost Recovery Factor (DCRF), for
an initial, Commissioner-led hearing.

20.

On July 8, 2010, the Commission issued an Order requesting briefing on threshold legal or
policy issues on whether the Commission should consider CenterPoint's proposed Rider
DCRF as an alternative ratemaking mechanism, and if so, whether the Commission should
bifurcate the Rider DCRF issues for an initial, Commission-led hearing on the merits.
CenterPoint, the State of Texas, TCUC, OPUC, GCCC, TIEC, and ARM filed briefs.

21.

On July 30, 2010, the Commission issued its Preliminary Order setting forth 37 issues to be
addressed in this proceeding. The Order stated that the following issues would not be
addressed in this proceeding: whether to permit a lost revenue adjustment through an Energy
Efficiency Cost Recovery Factor (EECRF), whether CenterPoint may include money spent
pursuant to the settlement in Docket No. 32093 in its calculation of its performance bonus,
and whether CenterPoint should be authorized to implement a DCRF.

22.

CenterPoint corrected the public notice to be published in the Houston Chronicle pursuant to
its errata filed on August 9, 2010.

23.

Once a week for four consecutive weeks, CenterPoint provided notice by publication using
the corrected public notice of the proposed rate change in the Houston Chronicle, a
newspaper having general circulation in each county in CenterPoint's service territory.

24.

Subsequent to its June 30 filing, CenterPoint timely filed appeals with the Commission of the
municipal ordinances denying the Company's requested rate change.

25.

The Commission consolidated all of CenterPoint's appeals from municipal rate ordinances
denying the rate request for determination in this proceeding.

26.

On November 12, 2010, CenterPoint timely filed additional appeals with the Commission of
the rate ordinances of the municipalities within its service territory.

27.

CenterPoint's application is based on a test year ended December 31, 2009.
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28.

The hearing on the merits began on October 11, 2010, and lasted five hearing days,
concluding on October 15, 2010.

29.

The record closed on October 29, 2010, with the filing of reply briefs by the parties.

30.

Consistent with the Public Utility Regulatory Act (PURA), CenterPoint's proposed effective
date for the proposed rates is no later than 185 days from the initial filing date of June 30,
2010

Rate Base
31.

The Company's total capital investment in transmission and substation facilities of
$651.6 million incurred between January 1, 2003, and December 31, 2009, is used and useful
in providing service to the public and reasonable and necessary.

32.

The Company's investment of $802.5 million in distribution plant additions, including
investments from January 1, 2006, through December 31, 2009, is used and useful in
providing service to the public and reasonable and necessary.

33.

The Company's $3.4 million of post test-year adjustments for the cost of meeting new
Department of Energy (DOE) efficiency requirements that became effective January 1, 2010,
is reasonable and necessary.

34.

The Company properly made an adjustment to the test year costs for $52.6 million in AMS
capital costs incurred from January 1, 2010, through March 31, 2010, consistent with the
Commission's Order in Application of CenterPoint Energy Houston Electric, LLC for
Approval of Deployment Plan and Request for Surcharge for an Advanced Metering System,
Docket No. 35639 (Dec. 22, 2008).

35.

Before the adoption of Financial Accounting Standards Board ( FASB) Interpretation No. 48
(FIN 48), companies required to issue financial statements in accordance with generally
accepted accounting principles (GAAP) lacked specific guidance about how to treat
uncertain tax positions (UTPs) for financial reporting purposes.

36.

For UTPs that relate only to a question of when a tax deduction may be claimed, FIN 48
requires a company to measure the probable tax benefit that it will recognize for the tax
position and then record for financial reporting purposes the largest amount of tax benefit
that is more likely than not to be realized upon settlement with the taxing authority, assuming
the authority's full knowledge of all relevant facts and law.
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37.

The portion of the UTP that would not be more likely than not to be realized upon settlement
with the taxing authority is recorded as a FIN 48 liability and excluded from ADFIT for
financial reporting purposes.

38.

FIN 48 is designed to achieve an accurate and objective assessment of the ultimate treatment
of a taxpayer's UTPs.

39.

FIN 48 requires the accrual of interest and penalties (if appropriate) on the amounts recorded
as FIN 48 liabilities beginning in the first period the interest would begin accruing under the
relevant tax law, in the case of interest, or when the tax position is taken on a tax return, in
the case of penalties.

40.

ADFIT liabilities represent cost-free capital and, accordingly, are deducted from rate base.

41.

FIN 48 liabilities represent cost-free capital and should be deducted from rate base.

42.

FIN 48 was issued in June 2006 and adopted by CEHE in 2007.

43.

While CenterPoint is responsible for carefully analyzing its tax positions and recording
appropriate adjustments for any UTPs based on the requirements of FIN 48, CEHEs
independent external auditors audit the UTP liabilities as part of their annual financial
statement audit as well as review the UTP liabilities on a quarterly basis in connection with
CenterPoint's Securities and Exchange Commission quarterly reporting responsibilities.

44.

The Internal Revenue Service (IRS) has finalized Schedule UTP pursuant to which all
corporations with assets in excess of $100 million are required to: (i) provide the primary
Internal Revenue Code sections relating to each UTP, (ii) indicate whether each UTP relates
to temporary or permanent differences, (iii) rank their UTPs from highest to lowest based on
size, and (iv) provide a concise description of each UTP including information that
reasonably can be expected to apprise the IRS of the identity of the tax position and the
nature of the issue.

45.

Schedule UTP will not increase the likelihood that CEHE's FIN 48 issues will become IRS
audit issues.

46.

CenterPoint properly included in its ADFIT balance, ADFIT on the PURA § 36.065 pension
and other post-employment benefits (OPEBs) regulatory asset.

47.

Investor-owned electric utilities may include a reasonable allowance for cash working capital
(CWC) in rate base as determined by a lead-lag study conducted in accordance with the
Commission's rules.
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48.

CWC represents the amount of working capital, not specifically addressed in other rate base
items, that is necessary to fund the gap between the time expenditures are made and the time
corresponding revenues are received.

49.

The lead-lag study conducted by the Company considered the actual operations of
CenterPoint, adjusted for known and measurable changes, and is consistent with P.U.C.
SUBST. R. 25.23 1 (c)(2)(B)(iii).

50.

A 48.50 day Texas State Franchise Tax expense lag is reasonable and accurate.

51.

A 45.21 day affiliate operations and maintenance (O&M) expense lead is reasonable and
accurate.

52.

A 254.30 day employee bonus expense lead is reasonable and accurate.

53.

CenterPoint properly included in its rate base $68.4 million as the cost of materials and
supplies.

54.

The Company's total electric plat in service (EPIS) for the test year was $7.231 billion less
accumulated depreciation of $2.987 billion, for a net EPIS of $4.244 billion.

55.

The Company properly included in EPIS storm restoration costs, related to Hurricane Ike
based on the findings in Application of CenterPoint Energy Houston Electric, LLC, for
Determination of Hurricane Restoration Costs, Docket No. 36918 (Aug. 14, 2009) and
properly calculated carrying costs related and in addition to the storm restoration costs,
through September 1, 2010.

56.

Commission precedent authorizes inclusion of plant held for future use (PHFU) in rate base
when the utility has a definitive plan to pit the property into service within the next ten years.
The Company's request for PHFU meets the Commission's standard for inclusion in rate
base and should be approved.

57.

The Company's total electric PHFU is $44.04 million, but only $41,257,135 of that amount
relates to property the Company expects to be used and useful in the next ten years.

58.

The Company properly included $10.1 million in rate base for the total Injuries and Damages
Reserve.

59.

CenterPoint's prepayments of $4.4 million are reasonable and should be included in its rate
base.
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60.

CenterPoint's PURA § 36.065(b) reserve account in the amount of $58.7 million for deferred
expenses for pension and OPEB was properly determined in accordance with actuarial or
other similar studies, and it is reasonable, necessary, and recoverable as part of the
Company's rate base in accordance with PURA § 36.065.

61.

For purposes of PURA § 36.065(b)(1), the base year is 2007, because that is the first year
that rates from the Company's last general rate proceeding were in effect.

62.

For purposes of PURA § 36.065(b)(2), the Company correctly measured the annual amount
of pension and OPEB expense by actuarial or other similar studies that is chargeable to the
Company's operating expense. The annual amounts of such expenses to be included in this
reserve account are the years 2008, 2009, and 2010. The amount of pension and OPEB
expense for 2010 is known and measurable because this amount is actuarially determined as
of December 31, 2009.

63.

The PURA §36.065(b) reserve account properly includes pension and OPEB expenses
assigned to the Company from CenterPoint Energy Service Company, LLC (Service
Company), for the years 2008, 2009, and 2010. These expenses are no different than other
operating expenses that have been assigned to CenterPoint. The amount of Service Company
pension and OPEB expenses has been actuarially determined in accordance with PURA
§ 36.065.

64.

CenterPoint's three-year amortization period is appropriate for the Company's PURA
§ 36.065 regulatory asset for deferred pension and OPEB expense.

65.

CenterPoint's regulatory asset in the amount of $453,000 for expenses associated with the
cost of performing expedited switches was properly determined and is reasonable and
necessary.

66.

CenterPoint's three-year amortization period is appropriate for the Company's regulatory
asset for costs for performing expedited switches

Rate of Return and Cost of Capital
67.

The appropriate capital structure for CenterPoint is 55 percent long-term debt and 45 percent
common equity.

68.

A capital structure composed of 55 percent debt and 45 percent equity is reasonable in light
of CenterPoint's business and regulatory risks.

69.

A capital structure composed of 55 percent debt and 45 percent equity will help CenterPoint
attract capital from investors.
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70.

A return on common equity (ROE) of 10.41 percent will allow CenterPoint a reasonable
opportunity to earn a reasonable return on its invested capital.

71.

CenterPoint's energy conservation efforts, the quality of its services, the efficiency of its
operations, and the quality of its management support a 10.41 percent ROE.

72.

The results of the discounted cash flow model, capital asset pricing model, and risk premium
approach support an ROE of 10.41 percent.

73.

A 10.41 percent ROE is consistent with CenterPoint's business and regulatory risk.

74.

CenterPoint's proposed embedded cost of debt 6.74 percent is reasonable.

75.

CenterPoint's overall rate of return is as follows:
CAPITAL
COMPONENT
LONG-TERM DEBT
COMMON EQUITY
TOTAL

WEIGHTED AVG

STRUCTURE

COST OF CAPITAL

COST OF CAPITAL

55.00%

6.74%

3.71%

45.00%
100.00%

10.41 °/a

4.68%
8.39%

Cost of Service
76.

CenterPoint's test year total Transmission operations and maintenance (O&M) expense in
FERC Accounts 560 through 573 in the amount of $182.2 million is reasonable and
necessary.

77.

CenterPoint's test year total Distribution O&M expense in FERC Accounts 580 through 598
in the amount of $190.6 million is reasonable and necessary.

78.

CenterPoint's proposed $7.15 million O&M expenditure related to storm hardening is
reasonable and necessary.

79.

CenterPoint's requested total Customer Services and Information expense of $35.9 million is
reasonable and necessary.

80.

CenterPoint's requested Administrative and General Expenses of $185.9 million is
reasonable and necessary.
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81.

The evidence demonstrates that the Company's Short Term Incentive Compensation Plan
(STI) is a reasonable and necessary component of a total compensation package required to
recruit, retain, and motivate employees.

82.

CenterPoint's Long Tenn Incentive Compensation Plan (LTI) is not a reasonable and
necessary component of the Company's total compensation package.

83.

The corporate and financial goals of STI are directly tied to metrics such as customer service
and safety.

84.

CenterPoint reasonably calculated overtime expenses for the test year that are representative
of its current and future work demands.

85.

The amount of pension and OPEB expense the Company requested is consistent with the
requirement of PURA § 36.065(a), was determined by actuarial and other similar studies in
accordance with GAAP, and is reasonable and necessary.

86.

For purposes of calculating the annual base amount of pension and OPEB expense approved
as an operating expense in this rate proceeding, for purposes of PURA § 36.065 (b) and for
use in the next CenterPoint rate proceeding, the annual amount of pension and other postemployment benefits approved as an operating expense, which includes pension expense
(FAS 87), OPEB (FAS 106), and other post-employment expense (FAS 112), is
$39.8 million, based on the amount of such expense for the Company ($31.2 million) and for
the amount assigned by Service Company to CenterPoint ($8.6 million).

87.

The amount of post retirement benefits included in rates as part of FERC Account 926,
which is to be funded to the irrevocable, external trust dedicated to the payment of OPEB
expenses in accordance with P.U.C. SUBST. R. 25.231(b)(1)(H)(v), is $8.813 million.

88.

For purposes of the calculation of pension and OPEB expense under PURA § 36.065(a), the
amount of pension and OPEB expense for 2010 is known and measurable because this
amount is actuarially determined as of December 31, 2009.

89.

The Monte Carlo simulation used to calculate the amount of the accrual is a reasonable
program for estimating loss experience over a long period of time.

90.

The Handy-Whitman Index is a standard type of database used to measure cost changes for
utility companies, and is a reasonable method for adjusting historic O&M costs to current
dollar levels.
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91.

The Company shall annually accrue $4.15 million to the self insurance reserve to account for
annual expected O&M losses from storm damage in excess of $ 100,000, and build towards a
target reserve of $13.38 million.

92.

Consistent with PURA § 36.064, $4.15 million annually for the self-insurance reserve is in
the public interest, reasonable, and a lower cost alternative to purchasing commercial
insurance and ratepayers will receive benefits from the savings associated with this reserve.

93.

The Company's request for the self insurance reserve is not intended to provide a reserve for
losses caused by storms where the total loss is in excess of at least $100 million, nor are the
findings in this order intended to preempt CenterPoint or the Commission from considering
other methods of recovering losses caused by future catastrophic storm or other events.

94.

PURA § 36.058 allows a utility to recover costs paid by a utility to an affiliate entity if it
demonstrates that its payments are "reasonable and necessary for each item or class of items
as determined by the commission" and if the price charged by the affiliate to the utility is no
higher than the price charged by the affiliate to other purchasers.

95.

CenterPoint's affiliated entities, specifically Service Company, and the natural gas
distribution operations (Gas Operations) of CenterPoint Energy Resource Corp. (CERC),
provided services to CenterPoint during the test year.

96.

Service Company and CERC are subsidiaries of CenterPoint Energy, Inc. (CNP) and
affiliates of CenterPoint.

97.

Service Company provides corporate services to CenterPoint including executive
management, regulated operations management, human resources, procurement, information
technology, regulatory services, administrative services, real estate services, legal services,
accounting, environmental services, internal audit, community relations, corporate
communications, financial services, financial planning and management support, corporate
services, corporate secretary, corporate planning, and research and development unrelated to
marketing activity and/or business development for the competitive affiliate regarding its
services and products.

98.

Gas Operations provides underground line locating services to CenterPoint.

99.

Each of these classes of services is prudent, necessary, reasonable, and not duplicative of
services otherwise provided by CenterPoint. If it were not affiliated with Service Company,
CenterPoint would have to incur similar types of costs, which would be equal to or greater
than those charged by the affiliates.

SOAH DOCKET NO. 473-10-5001
PUC DOCKET NO. 38339

PROPOSAL FOR DECISION

PAGE 208

100.

CenterPoint does not share with its competitive affiliates those services prohibited by the
Commission's rules, such as engineering, purchasing of electric transmission facilities and
service, T&D system operations, and marketing, unless Service Company provides such
services exclusively to affiliated regulated utilities and only for the provision of regulated
utility services.

101.

CenterPoint and its affiliates follow a number of processes to ensure that affiliate charges are
reasonable and necessary, and that CenterPoint and its affiliates are charged the same rate for
similar services. These processes include: (1) the use of Service Level Agreements (SLAs)
to define the level of service required and the cost of those services; (2) direct billing of
affiliate expenses where possible; (3) reasonable allocation methodologies for costs that
cannot be directly billed; (4) budgeting processes and controls to provide budgeted costs are
reasonable and necessary to ensure appropriate levels of service to its customers; (5) financial
system controls to ensure that billings are accurate and timely; (6) accounting controls;
(7) oversight controls such as the Commitment Review Team, the Risk Oversight
Committee, and the Executive Committee that provide control over business unit and Service
Company expenditures and activities; and (8) labor cost controls that evaluate and price each
job.

102.

The evidence establishes that the four main categories of allocation factors used by Service
Company - Composite Ratio, Assets, Operating Expense, and Headcount - are reasonable.

103.

The Company's assignment methodologies are appropriate to further ensure that its affiliate
charges are reasonable and necessary. These assignment methodologies are described in the
CenterPoint Corporate Cost Center Assignment Manual (2009), the Information Technology
Cost Center Assignment Manual (2009), the Business Support Services Cost Center
Assignment Manual (2009), and the Regulated Operations Cost Center Assignment Manual
(2009) (colfectively, the Manuals). These Manuals provide appropriate and reasonable
methodologies for assigning affiliate costs, including the Composite Ratio that considers
assets, gross margin, and head count in the allocation of those costs.

104.

Total net Service Company and other affiliate billings to CenterPoint, as adjusted, are
$194.7 million.

105.

CenterPoint's net affiliate-related costs of $194.7 million are not higher than charges to a
third party or other affiliate for the same class of items.

106.

There is no preferential treatment among, or cross subsidization of, affiliates, by Service
Company.

107.

Service Company has complied with Commission rules requiring that affiliate costs be fully
allocated. These costs are fully assigned, and otherwise comport with the applicable
requirements of P.U.C. SUBST. R. 25.272 and PURA § 36.058.
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108.

CenterPoint provides affiliate services to Service Company, Properties, and Gas Operations.

109.

Such CenterPoint services to its affiliates include meter reading, fleet services, shop services,
geographic information services, surveying and right-of-way, underground line locating,
radio communications, data circuit management, field operations, community relations, and
other incidental and/or intermittent services.

110.

Services provided: (i) by CenterPoint to its affiliates, and (ii) by Service Company and other
affiliates to CenterPoint, are billed at cost.

111.

CenterPoint billed its affiliates $33.7 million for the test year, and such costs are reasonable.

112.

Each item or class of items included within CenterPoint's requested net affiliate-related costs
of $194.7 million for the test year are reasonable and necessary and satisfy the standard set
forth in PURA § 36.058.

113.

CenterPoint has established that the test year O&M expenses of $7.9 million for Customer
Services are reasonable, necessary, and representative of the costs necessary to provide
service to customers of CenterPoint.

114.

The Company's Electric Market Operations organization O&M expense of $7.1 million is
reasonable and necessary and should be included in the Company's rates.

115.

The Commission has previously ordered a seven-year amortization period for the Company's
Hurricane Rita storm costs in Docket 32093. The Company's request to include annual
amortization expense of $4.1 million over each of the next three years is consistent with the
Order in Docket 32093, because three years remain of the seven-year amortization period,
and is reasonable and should be approved.

116.

The Company has received $22.625 million in insurance proceeds related to Hurricane Ike.
The appropriate amortization period for the Hurricane Ike insurance proceeds is five years.

117.

P.U.C. SUesT. R. 25.231(c)(2)(ii) states that the reserve for depreciation is the accumulation
of recognized allocations of original cost, representing the recovery of initial investment over
the estimated useful life of the asset.

118.

The use of the remaining life depreciation method to recover differences between theoretical
and actual depreciation reserves is the most appropriate method and should be continued.
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119.

It is reasonable for CenterPoint to calculate depreciation reserve allocations on a straight-line
basis over the remaining, expected useful life of the item or facility.

120.

Except as described below, the service lives and net salvage rates proposed by the Company
are reasonable, and the Commission should use these service lives and net salvage rates in
calculating depreciation rates for the Company's Transmission, Distribution, and General
Plant assets.

121.

The appropriate service life for CenterPoint's transmission station equipment (FERC
Account 353) is 47 years with a dispersion curve of R1.

122.

The appropriate service life for CenterPoint's distribution poles and fixtures (FERC
Account 364) is 35 years with a dispersion curve of R0.5.

123.

CenterPoint has established that the service lives proposed by the Company for its
Transmission, Distribution, and General Plant assets are reasonable and should be adopted.

124.

The net salvage rate of negative 15 percent for CenterPoint's transmission towers and
fixtures (FERC Account 354) is the most reasonable of those proposed and should be
adopted.

125.

The net salvage rate of negative 35 percent for CenterPoint's transmission poles and fixtures
(FERC Account 355) is the most reasonable of those proposed and should be adopted.

126.

The net salvage rate of negative 74 percent for CenterPoint's transmission overhead
conductor (FERC Account 356) is the most reasonable of those proposed and should be
adopted.

127.

The net salvage rate of negative 2 percent for CenterPoint's transmission underground
conduit (FERC Account 358) is the most reasonable of those proposed and should be
adopted.

128.

The net salvage rate of 0 percent for CenterPoint's station equipment (FERC Account 362) is
the most reasonable of those proposed and should be adopted.

129.

The net salvage rate of negative 45 percent for CenterPoint's distribution poles and fixtures
(FERC Account 364) is the most reasonable of those proposed and should be adopted.

130.

The net salvage rate of negative 13 percent for CenterPoint's distribution underground
conductors (FERC Account 367) is the most reasonable of those proposed and should be
adopted.
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131.

The net salvage rate of negative 2 percent for CenterPoint's line transformers (FERC
Account 368) is the most reasonable of those proposed and should be adopted.

132.

The net salvage rate of negative 20 percent for CenterPoint's distribution services (FERC
Account 369) is the most reasonable of those proposed and should be adopted.

133.

The net salvage rate of 0 percent for CenterPoint's general structures and improvements
(FERC Account 390) is the most reasonable of those proposed and should be adopted.

134.

CenterPoint has established that the net salvage rates proposed by the Company for its
Transmission, Distribution, and General Plant assets are reasonable and should be adopted.

135.

CenterPoint's request to establish depreciation rates applicable to a General Depreciated
functional group and General Amortized function group is reasonable.

136.

The burden or financial risk associated with the ownership of the land has been borne by
shareholders who provided the funds to purchase the land.

137.

Land is not a depreciable asset, and customers have not paid any depreciation expense
associated with the land. As a result, ratepayers have no claim on any gain or loss resulting
from the sale of land.

138.

Only two of the land sales at issue, resulting in a gain of only $187 thousand, were within the
test year, and approximately $23 million of the total $47 million of gain occurred prior to the
test year in the Company's last base rate filing.

139. ' CenterPoint has properly accounted for the gain/loss on the sale of land.
140.

For federal income tax purposes, CenterPoint is part of an affiliated group of companies that
files a consolidated federal income tax return.

141.

CenterPoint's corporate parent filed a consolidated federal tax return for both 2008 and 2009.

142.

If a utility was a member of an affiliated group eligible to file a consolidated income tax
return and it was advantageous for the utility to do so, and unless the Commission determines
it was reasonable not to consolidate returns, PURA § 36.060 requires the Commission to
compute CenterPoint's taxes as though a consolidated return had been filed and the utility
had realized its fair share of the savings resulting from the consolidated return.

143.

CenterPoint is not ring fenced from its corporate parent and affiliates in a manner that
exempts the Company from a consolidated tax savings adjustment.
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144.

In Application of Central Power and Light Cornpany for Acithority to Change Rates, Docket
No. 14965 (Oct. 16, 1997) and every docket in which a consolidated tax savings adjustment
was applied thereafter, the tax benefit produced by the loss affiliates was attributed to all
members of the affiliated group that had income(including the utility) on a pro-rata basis.

145.

A consolidated tax savings adjustment should be applied to CenterPoint's federal tax
expense.

146.

The consolidated tax savings adjustment applied to CenterPoint should be grossed-up
consistent with the character of the adjustment as a reduction to income tax expense.

147.

The Medicare Prescription Drug, Improvement and Modernization Act of 2003 (the 2003
Legislation) expanded Medicare to include prescription drug coverage.

148.

CenterPoint began receiving a subsidy from the federal government equal to 28 percent.of
the cost of providing such coverage (the Medicare Part D Subsidy).

149.

Under the 2003 Legislation, CenterPoint could deduct for tax purposes the full cost of
providing such coverage and was not required to reduce its deduction for the Medicare Part
D Subsidy.

150.

The Medicare Part D Subsidy created a permanent difference of $28.6 million from 2004
through 2009, as calculated pursuant to FASB Statement No. 109.

151.

Only $5.4 million of the Medicare Part D Subsidy was actually received from 2004 through
2009 while the other $23.2 million of the permanent difference related to amounts that were
anticipated to be received in 2010 and afterwards but that were required to be accrued under
FASB Statement No. 106.

152.

In 2010, Congress passed comprehensive health care legislation - the Patient Protection and
Affordable Care Act (PPACA) and Health Care and Education Reconciliation Act of 2010
(collectively with the PPACA, the Health Care Legislation) - that caused the Medicare
Part D Subsidy to be effectively taxable for tax years beginning after December 31, 2012.

153.

The amount of Medicare Part D Subsidy receipts that CenterPoint will receive in 2010, 2011,
and 2012, which will continue to be non-taxable under the Health Care Legislation, have
already been fully reflected in the income tax calculations the Company has recorded in its
financial statements in years prior to 2010.

154.

The Health Care Legislation effectively changed the tax rate applicable to the Medicare
Part D Subsidy from 0 percent to 35 percent.
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155.

The Commission has permitted the effects of changes in tax rates or tax laws to be recovered
in rates charged customers.

156.

The effects of the Health Care Legislation have been reflected in CenterPoint's financial
statements for the three months ended March 31, 2010, in accordance with GAAP.

157.

The Health Care Legislation therefore results in a fixed, known, and measurable change to
the test year, and CenterPoint properly eliminated the permanent difference related to the
Medicare Part D Subsidy as it does not reflect a permanent difference in the income tax
expense calculation beginning in 2010.

158.

CenterPointhas properly increased tax expense to recover from customers the anticipated
benefit of the Medicare Part D Subsidy that was used to reduce income tax expense in
previous periods that will never be realized as a result of the change in the taxability of the
Medicare Part D Subsidy resulting from the Health Care Legislation.

159.

A three-year recovery period for regulatory asset resulting from the Health Care Legislation
is appropriate because it is the same period as the proposed amortization period for the
pension regulatory asset and because it will more closely charge the same generation of
customers who previously received the benefit than a longer amortization period.

160.

Ad valorem property taxes of $68.45 million are reasonable and necessary expenses.

161.

CenterPoint is part of a combined group (the CenterPoint State Group) for purposes of
calculating and reporting the Texas franchise (margin) tax.

162.

The CenterPoint State Group calculates its margin by subtracting cost of goods sold from
revenue, which produces the lowest margin for the CenterPoint State Group, and each
CenterPoint Group member computes the amount it pays to CNP based on this method.

163.

Under Texas law, all entities in the CenterPoint State Group must use the same method to
calculate their margin.

164.

CenterPoint was required to use the cost of goods sold method and has utilized this method
applied to the stand-alone revenues and expenses reflected in its financial statements to
determine its Texas franchise tax for the test year.

165.

Texas state franchise taxes in the amount of $16.338 million are reasonable and necessary
expenses.

166.

Payroll taxes in the amount of $10.440 million are reasonable and necessary expenses.
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167.

Municipal franchise fees in the amount of $138.6 million are reasonable and necessary
expenses.

168.

Agreeing to pay a city municipal franchise fees above the statutory default formula amount in
PURA § 33.008(b) provides CenterPoint and its ratepayers with significant benefits,
including: the right not to be charged additional fees or to be required to obtain additional
permits for work performed within the public rights of way; clearly defined rules about
indemnity, audit rights, and the circumstances when the company must bear the cost of
relocating its physical infrastructure; and a two-year limitation on the time cities have to
challenge franchise fee payments.

Cost Allocation and Rate Design
169.

To fully recover its retail transmission costs, CenterPoint calculates a retail component,
which includes CenterPoint's wholesale charge, to calculate its retail transmission revenue
requirement.

170.

Pursuant to P.U.C. SUBST. R. 25.192(b)(1), CenterPoint's wholesale transmission rate is
calculated by dividing its Commission-approved wholesale Transmission Cost of Service
(TCOS) by the average of the ERCOT coincident peak demand for the months of June, July,
August, and September, known as the 4CP.

171.

The wholesale TCOS, which is collected from Distribution Service Providers (DSPs) in
ERCOT for their proportional use of CenterPoint's transmission grid, is calculated to be
$260.6 million. When the requested wholesale TCOS is divided by the ERCOT 4CP and
then divided again by 12, a transmission service monthly rate of $0.356844 per kilowatt
(kW) per month is the result and is appropriate.

172.

Rider UCOS Wholesale Credit (RUWC) is a credit that, pursuant to the settlement in Docket
No. 32093, is to be returned to DSPs that were assessed a transmission service charge under
rate schedule Wholesale Transmission Service and will expire in November 2010.

173.

The RUWC credit will remain in effect until $19.2 million has been returned, which is
November 2010.

174.

CenterPoint's proposal to return the Insurance Proceeds credit over a three-year period or
until the funds are fully returned through Rider Insurance Proceeds Credit (Rider IPC), at
which point the rider and credit would terminate, is reasonable.

175.

In allocating costs, CenterPoint followed the principles of cost causation. Each of the retail
delivery classes has been allocated revenues in line with the costs those classes generate.
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176.

The use of 4CP is consistent with cost causation.

177.

CenterPoint's proposal to use adjusted 4CP is inappropriate and should not be adopted.

178.

The Commission should continue to use 15-minute data for allocation of transmission costs
on 4CP as it most accurately reflects the conditions that will prevail when the proposed rates
go into effect.

179.

CenterPoint's allocation of municipal franchise fees to the customer classes based upon
in-city kilowatt-hour (kWh) sales and collection of the fees from all customers within the
customer class is reasonable and consistent with Commission precedent.

180.

CenterPoint's proposal to extend its street light replacement standard from 48 hours to
72 hours is reasonable.

181.

CenterPoint's rolling 30-year interval for establishing normal weather follows the precedent
consistently established for CenterPoint by the Commission. It is appropriate for the
Commission to continue to rely on its past practice and adopt a weather adjustment based on
the 30-year interval.

182.

As modified by the requirements of the Commission's Preliminary Order, CenterPoint's
proposed Rider EECRF is uncontested.

183.

A utility may earn a performance bonus if it exceeds its demand reduction pursuant to P.U.C.
SUBST. R. 25.181(h).

184.

CenterPoint needs to collect $30.784 million to fulfill its statutory energy efficiency
obligations. Further, under the parameters set in the Preliminary Order, the approved
performance bonus for Company's 2009 energy efficiency programs, is $3,007,344.

185.

CenterPoint's request to refund residential customers $504,858 through Rider EECRF
because the funds were originally earmarked for assistance to low income customers and
never spent is reasonable and necessary.

186.

Accordingly, Rider EECRF, and the uncontested $33,286,486 in expense and performance
bonus to be collected pursuant to its operation, are reasonable and should be approved.

187.

CenterPoint will file its Storm Hardening Plan with the Commission in May 2011.

188.

P.U.C. SUBST. R. 25.95 did not require any utility to undertake any specific storm hardening
initiatives.
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189.

Storm hardening costs should to be treated as part of a utility's historical test year costs in a
future rate case.

190. -

There is no special legislation authorizing CenterPoint to recover its extraordinary storm
hardening costs through a rider.

191.

CenterPoint's proposed Storm Hardening Rider (Rider SH) is not based on whether
CenterPoint, as a whole, is fully recovering its overall costs and allowed return on investment
through its existing rates, and over recovery could be exacerbated by CenterPoint's proposed
annual true-up.

192.

CenterPoint's proposed allocation factor for Rider SH could assign costs to customer classes
in a manner that is inconsistent with the principles of cost causation.

193.

Rider SH is not in the public interest.
expenses.

194.

Rider State Colleges and Universities Discount (SCUD) - which provides a 20 percent
discount from base rates for electric service provided to state institutions of higher learning
pursuant to PURA § 36.351 - should be removed from CenterPoint's tariff consistent with
the Commission's decision in Application of Oncor Electric Delivery Company, LLC, for
Authority to Change Rates, Docket No. 35717 (Nov. 30, 2009).

195.

CenterPoint should provide a waiver for the 80 percent demand ratchet for customers in the
Secondary Greater than 10 kilovolt-ampere (kVA) and Primary Service class rate schedules
that have less than the kVA equivalent of 20 kW of annual peak demand based on their
non-coincident Peak (NCP) monthly usage.

196.

Tariff sheets for SCUD, EMC, and RURC should be deleted from the Tariff because they
have expired.

197.

The Light Emitting Diode lamp type should be approved for inclusion in CenterPoint's Street
Lighting Tariff.

198.

Rider TCRF should be approved and include all CenterPoint ERCOT TCOS costs not
included in CenterPoint's base rates and updated ERCOT 4CP allocators.

199.

Rate ESS is based on cost to serve and should be approved.

200.

Rate CMC is based on cost to serve and should be approved.

The Company has other means of recovering these
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201.

Rider RDE should be approved.

202.

Rider IPC - Insurance Proceeds Credit in the Tariff for Wholesale Transmission Service
should be approved.

203.

The retail Rider DTA and wholesale Rider DT should not be approved.

204.

Adjusted billing determinants as proposed by the Company more closely reflect those that
will occur when rates go into effect and should be used to calculate rates.

AMS Reconciliation
205.

The Commission approved CenterPoint's AMS Deployment Plan in Application of
CenterPoint Energy Houston Electric, LLCfor Approval of Deployment Plan and Request
for Surcharge for an Advanced Metering System, Docket No. 35639 (Dec. 22, 2008).

206.

CenterPoint's AMS deployment has been consistent with both the timing and functionality
requirements of the Deployment Plan approved in Docket No. 35639.

207.

CenterPoint has agreed to file an amendment to its Deployment Plan with an amended
Statement of Functionality at least three months before "hybrid pricing" functionality is
available to REPs.

208.

If CenterPoint's provision of "hybrid pricing" functionality requires enhancements to its
communications systems beyond that which is described and agreed to in Docket No. 35639,
CEHE may seek additional funding beyond what is currently included in the AMS surcharge.

209.

The Final Order in Docket No. 35639 required CenterPoint to pursue AMS funding available
under the Energy Independence & Security Act (EISA).

210.

CenterPoint successfully fulfilled the requirement in the Final Order in Docket No. 35639 to
pursue AMS funding under the EISA. The DOE awarded CEHE a $200 million Smart Grid
Investment Grant (SGIG).

211.

CenterPoint's decision to seek $50 million of the $200 million SGIG for its Intelligent Grid
(IG) initiative was reasonable.

212.

As a condition of the SGIG, CenterPoint is required to complete its AMS deployment in
2012 instead of 2014 as contemplated in the Final Order in Docket No. 35639.
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213.

CenterPoint's acceleration of AMS deployment, consistent with the terms of the SGIG, is
reasonable.

214.

With respect to CenterPoint's limited Phase I deployment of the IG, CenterPoint has agreed
to include a deployment plan in the Monthly Progress Report on AMS currently filed with
the Commission.

215.

CenterPoint incurred $164,710,917 in reasonable and necessary capital and O&M costs
associated with its AMS deployment during the period January 1, 2009, to March 31, 2010,
(the Reconciliation Period).

216.

CenterPoint properly included in reconcilable AMS costs an adjustment totaling $1,006,004
to (1) reduce the salvage value of unutilized lock collars and (2) increase pilot project costs
to reflect actual costs.

217.

During the Reconciliation Period, CenterPoint realized $569,876 in O&M savings and
increased revenue as a result of its AMS deployment.

218.

CenterPoint's capital expenses, O&M expenses, O&M savings, and revenue increases yield a
net revenue requirement for the Reconciliation Period of $45,541,989. Surcharge revenues
through March 31, 2010, were $93,992,329. Together with interest and adjustments, these
amounts yield an over-recovery balance of $51,640,849.

219.

CenterPoint has properly tracked and recorded its AMS costs incurred during the
Reconciliation Period.

220.

CenterPoint's use of January 1, 2009, through March 31, 2010, as the Reconciliation Period
is reasonable.

221.

In this and all future AMS reconciliations, the savings categories to be evaluated and
considered are those listed in Exhibit A to this order, which represents CenterPoint's
adaptation of the McKinsey model as approved in Docket No. 35639.

222.

It is reasonable for actual savings and benefits realized by CenterPoint during the
Reconciliation Period to be lower than those estimated in Docket No. 35639, because the
original estimates were based on a higher level of AMS deployment than that eventually
agreed upon and approved in the Final Order in that docket.

223.

The Company accrued a receivable of $26,478,785 in March 2010 in connection with the
SGIG award. The accrual was for the DOE's portion of the allowable project costs incurred
during the last quarter of 2009 and the first quarter of 2010. CenterPoint properly accounted
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for this accrual by netting it against plant additions in the calculation of the Company's
revenue requirement.
224.

CenterPoint properly netted $20,453,907 in construction work in progress (CWIP) against
$26,478,785 in SGIG revenues and applied the balance as a negative $6,024,877 beginning
plant balance used in calculating the revised surcharge duration.

225.

The Final Order in Docket No. 35639 permits CenterPoint to recover the undepreciated cost
of the retired meters that are replaced by AMS meters.

226.

CenterPoint properly identified the undepreciated cost of the retired meters, placed them in a
regulatory asset account, and included them in net plant in the base rate case.

227.

CenterPoint has properly excluded from the surcharge calculations the reasonable and
necessary costs of installed AMS equipment, included in the AMS reconciliation, and placed
those costs in its proposed base rates.

228.

CenterPoint has reasonably estimated the costs necessary to complete the AMS project,
calculating projected capital costs from April 1, 2010, through December 31, 2017, of
$462,480,243 and projected O&M expenses for the same period of $199,731,837.

229.

CenterPoint properly subtracted future SGIG receipts ($4,741,868 in O&M and
$119,402,302 in capital) from its estimates of the costs necessary to complete the AMS
project.

230.

CenterPoint has reasonably calculated surcharge over-recoveries received prior to March 31,
2010, and deducted them from the amounts needed for future cost recovery.

231.

In Finding of Fact No. 21 in the Final Order in Docket No. 35639, the Commission approved
CenterPoint's existing surcharge methodology.

232.

In calculating the revised AMS surcharge, CenterPoint properly included a credit for the
federal SGIG monies received after March 31, 2010.

233.

Shortening the recovery period rather than reducing the dollar amount of the monthly
surcharge is an appropriate and reasonable method to decrease the surcharge.

234.

Shortening the surcharge recovery period benefits ratepayers by reducing the carrying costs
for AMS and facilitates CenterPoint's efforts to implement AMS on an accelerated track by
providing the Company with more up-front cash.
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235.

CenterPoint reasonably calculated an over-recovery during the Reconciliation Period in the
amount of $51,640,849.

236.

The $51,640,849 over-recovery is the beginning regulatory liability amount for calculating
the revised AMS surcharge.

237.

The terms, including pricing, of each contract, contract amendment, and change order listed
in Exhibit B to this order (which includes revisions to the IBM, Itron, and other contracts
previously approved in Docket No. 35639, as well as new AMS-related contracts) are
reasonable.

238.

CenterPoint's existing depreciation rates do not include meter removal costs.

239.

The removal costs associated with installing AMS meters are negligible and required only
because CenterPoint is installing new advanced meters.

240.

It is reasonable for CenterPoint to include removal costs as part of the AMS installation costs
under the Itron contract.

241.

CenterPoint's revised projected savings of $114,487,661 for the remainder of the surcharge
period - from April 1, 2010, through 2017 - is reasonable.

242.

CenterPoint's revised future savings estimate takes into account results achieved to date, as
well as the Company's acceleration of its Deployment Plan, as required by the federal
stimulus grant.

243.

CenterPoint does not realize savings from any reduction in field service personnel, because
the cost of services performed by field service personnel is recovered through a discretionary
service charge (DSC). When the service is eliminated, CenterPoint avoids the expense, but
also forgoes the associated revenue by not charging the DSC.

244.

Where a DSC is in place to capture savings from AMS, it would be inappropriate to also
credit the surcharge for those same savings.

245.

CenterPoint anticipates receiving an additional $124,144,170 in SGIG funding for AMS
deployment from the DOE, and this sum has been applied to reduce the estimated future
costs of the project.

Rate Case Expenses
246.

CenterPoint's adjusted rate case expenses of $3,081,759.38 are reasonable and necessary.
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247.

CenterPoint may establish a regulatory asset in order to recover rate case expenses not
recovered in this proceeding in a future rate case.

248.

Gulf Coast Coalition of Cities adj usted rate case expenses of $634,334.83 are reasonable and
necessary.

249.

City of Houston and Houston Coalition of Cities adjusted rate case expenses of
$1,065,734.00 are reasonable and necessary.

250.

Texas Coast Utilities Coalition adjusted rate case expenses of $101,700.00 are reasonable
and necessary.

B. Conclusions of Law
1.

CenterPoint is an electric utility as defined by PURA § 31.002, and, therefore, it is subject to
the Commission's jurisdiction under PURA §§ 14.001, 32.001, 33.001, 33.002, 33.051,
35.004, and 36.102.

2.

CenterPoint is a TDU as defined in PURA § 31.002(19).

3.

Pursuant to PURA § 14.053 and TEx. Gov'T CODE § 2003.049(b), SOAH has jurisdiction
over all matters relating to the conduct of the hearing in this case, including the preparation
of a Proposal for Decision.

4.

CenterPoint has the burden of proving that the rate change it is requesting is just and
reasonable pursuant to PURA § 36.006.

5.

This docket was processed in accordance with the requirements of PURA and Administrative
Procedure Act, TEx. Gov'T CODE ANN. Chapter 2001 (Vernon 2008). -

6.

CenterPoint provided adequate notice of this proceeding in compliance with P.U.C. PROC.
R. 22.51.

7.

Pursuant to PURA § 33.001, each municipality in CenterPoint's service area that has not
ceded jurisdiction to the Commission has jurisdiction over the Company's Application,
which seeks to change rates for distribution services within each municipality.

8.

Pursuant to PURA § 33.051, the Commission has jurisdiction over an appeal from a
municipality's rate proceeding.
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9.

In compliance with PURA § 36.052, CenterPoint's overall revenues approved in this
proceeding permit CenterPoint a reasonable opportunity to earn a reasonable return on its
invested capital used and useful in providing service to the public in excess of its reasonable
and necessary operating expenses.

10.

Consistent with PURA § 36.053, the rates approved in this proceeding are based on original
cost, less depreciation, of property used and useful to CenterPoint in providing service.

11.

The ADFIT adjustments approved in this proceeding are consistent with PURA § 36.059 and
P.U.C. SUBST. R. 25.231(c)(2)(C)(i).

12.

PURA § 36.065(a) provides that electric utility rates shall include "expenses for pensions and
other postemployment benefits, as determined by actuarial or other similar studies in
accordance with generally accepted accounting principles, in an amount the regulatory
authority finds reasonable."

13.

CenterPoint's requested ADFIT asset for its pension plan, OPEBs and FAS 112 ADFIT
liabilities were properly included in its rate base in accordance with PURA § 36.065.

14.

Including the CWC approved in this proceeding in CenterPoint's rate base is consistent with
P.U.C. SUBST. R. 25.23 1 (c)(2)(B)(iii)(IV), which allows a reasonable allowance for CWC to
be included in rate base.

15.

The ROE and overall rate of return authorized in this proceeding are consistent with the
requirements of PURA §§ 36.051 and 36.052.

16.

The affiliate expenses approved in this proceeding and included in CenterPoint's rates meet
the affiliate payment standards articulated in PURA §§ 36.051, 36.058, and Railroad
Commission of Texas v. Rio Grande Valley Gas Co., 683 S.W.2d 783 (Tex. App.-Austin
1984, no writ).

17.

PURA § 33.008(f) expressly permits a utility and a municipality in its service area to agree to
a different level of compensation than the default formula amount in PURA § 33.008(b)
(upon the expiration of a franchise agreement existing on September 1, 1999), and PURA
§ 33.008(c) expressly provides for the recovery in rates of such agreed amounts.

18.

The phrase "municipal franchise charges authorized by this section shall be considered a
reasonable and necessary operating expense of each [] transmission and distribution utility"
contained in PURA § 33.008(c) applies to all subsections of PURA
§ 33.008 and is not
limited in application to Subsection (b).
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19.

PURA § 36.064 permits a utility to self-insure against "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." The
Commission shall approve a self-insurance plan under that section if it finds the coverage is
in the public interest, the plan, considering all of its costs, is a lower cost alternative to
purchasing commercial insurance, and ratepayers receive the benefits of the savings.

20.

CenterPoint's liability or catastrophic property loss self-insurance program accords with
PURA § 36.064 and P.U.C. SUBST. R. 25.231(b)(1)(G).

21.

CenterPoint's $164.314 million of temporary/timing differences that are recorded as FIN 48
liabilities must be included in ADFIT.

22.

The ADFIT adjustments approved in this proceeding are consistent with PURA § 36.059 and
P.U.C. SUBST. R. 25.23 1 (c)(2)(C)(i).

23.

PURA § 39.905 does not provide a means by which an electric utility can raise customer's
rates for the electricity they consume based in part on the reduction to load growth that
results from the electric utility achieving its energy efficiency goals.

24.

CenterPoint's proposed Storm Hardening Expenses are neither mandated nor required by
P.U.C. SUBST. R. 25.95.

25.

CenterPoint's proposed Storm Hardening Expenses are not an allowed expense for purposes
of P.U.C. SUBST. R. 25.231(b) because they are not a known and measureable change to
CenterPoint's cost of service for the historical test year.

26.

CenterPoint's proposed Rider SH is contrary to PURA § 36.201.

27.

CenterPoint's proposed energy-efficiency cost recovery factor, modified in the manner
described in the findings of fact, complies with PURA §39.905 and P.U.C. SUBST. R. 25.181.

28.

CenterPoint's energy efficiency programs adhere to the cost-effectiveness parameters
contCenterPoint has earned and correctly calculated its energy efficiency performance bonus
consistent with the requirements of PURA § 39.905 and P.U.C. SUBST. R. 25.181(h).

29.

The EECRF calculations approved in this proceeding are appropriate and in accordance with
PURA § 39.905 and P.U.C. SUBST. R. 25.181.

30.

The EECRF assignments and allocations to the rate classes, as proposed by CenterPoint are
approved and are consistent with PURA § 39.905 and P.U.C. SUBST. R. 25.181.
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31.

The proposed EECRF tariff schedule provided by CenterPoint is consistent with the
Commission's Preliminary Order, complies with PURA § 39.905 and P.U.C. SUBST.
R. 25.181.

32.

The 20 percent discount in PURA § 36.351 applies to electric services provided by an
electric utility to four-year state universities, upper-level institutions, Texas State Technical
College, and colleges in areas of the state that are not open to competition.

33.

The 20 percent discount in PURA § 36.351 does not apply to electric services provided by a
TDU to REPs that in turn sell their electric services to four-year state universities, upperlevel institutions, Texas State Technical College, and colleges in areas of the state that are
open to competition.

34.

PURA § 36.351 does not require CenterPoint to provide a 20 percent discount to four-year
state universities, upper-level institutions, Texas State Technical College, and colleges.

35.

PURA § 36.060 requires the use of a consolidated tax savings adjustment when computing
an electric utility's federal income taxes.

36.

PURA § 36.060 requires that a consolidated tax savings adjustment should be made in this
proceeding.

37.

CenterPoint's AMS deployment is consistent with the functionality requirements of P.U.C.
SUBST. R. 25.130 and the Final Order in Docket No. 35639.

38.

Pursuant to the Final Order in Docket No. 35639, CenterPoint has fulfilled its obligation to
pursue AMS funding available under the EISA by obtaining a $200 million SGIG.

39.

CenterPoint's acceleration of its AMS Deployment Plan in accordance with the terms of the
SGIG, as well as its designation of $50 million of the SGIG for an IG initiative, are
consistent with the Final Order in Docket No. 35639.

40.

PURA § 39.107(h) entitles CenterPoint to impose a surcharge to recover its reasonable and
necessary costs incurred in deploying AMS.

41.

Pursuant to P.U.C. SUBST. R. 25.130(k)(4) and (6) and Finding of Fact No. 34 in Docket
No. 35639, CenterPoint has excluded from the surcharge calculations the reasonable and
necessary costs of installed AMS equipment, placing those costs in its proposed base rates.
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42.

CenterPoint's treatment of the cost of removing the electro-mechanical meters being replaced
by advanced meters is consistent with the Commission's rules, the Final Order in Docket
No. 35639, and the FERC Uniform System of Accounts.

43.

CenterPoint's rates, as approved in this proceeding, are just and reasonable in accordance
with PURA § 36.003.
C. Proposed Ordering Paragraphs
In accordance with these findings of fact and conclusions of law, the Commission issues the

following orders:

The Proposal for Decision prepared by the SOAH ALJs is adopted to the extent consistent
with this Order.
2.

CenterPoint's application is granted to the extent consistent with this Order.

3.

CenterPoint shall file tariffs consistent with this Order within 20 days of the date of this
Order. No later than ten days after the date of the tariff filings, Staff shall file its comments
recommending approval, modification, or rejection of the individual sheets of the tariff
proposal. Responses to the Staff's recommendation shall be filed no later than 15 days after
the filing of the tariff. The Commission shall by letter approve, modify, or reject each tariff
sheet, effective the date of the letter.

4.

The tariff sheets shall be deemed approved and shall be become effective on the expiration of
20 days from the date of filing, in the absence of written notification of modification or
rejection by the Commission. If any sheets are modified or rejected, CenterPoint shall file
proposed revisions of those sheets in accordance with the Commission's letter within ten
days of the date of that letter, and the review procedure set out above shall apply to the
revised sheets.

5.

Copies of all tariff-related filings shall be served on all parties of record.

6.

CenterPoint shall begin tracking its uncollectible expenses by customer class and include that
result in its next base rate case.
CenterPoint shall make modifications to its approved AMS deployment plan to account for
the accelerated deployment, and also to account for its plans to modify its pricing
methodology, within 60 days of issuance of this Order. These changes shall be provided in
CenterPoint's monthly compliance reporting, in Project No. 36699.
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8.

CenterPoint shall file a Deployment Plan with the Commission detailing its intelligent grid
(IG) project, within 60 days of issuance of this Order.

9.

When CenterPoint seeks cost recovery for the remaining costs of its IG project, it shall file a
cost-benefit analysis of its IG project.

10.

With regard to its IG project, CenterPoint shall file a report with the Commission on a
quarterly basis with a summary of what it has deployed. This report shall include the
monthly reports CenterPoint is required to file with the DOE. The schedule for these reports
shall commence no later than 60 days following the issuance of this Order.

11.

CenterPoint shall implement a Network Operations Center (NOC) as soon as reasonably
possible and report to the Commission when it is operational.

12.

All other motions, requests for entry of specific findings of fact and conclusions of law, and
any other requests for general or specific relief, if not expressly granted, are denied
SIGNED December 2, 2010.

4UC2IrlRD R. WILF NG
ADMINISTRATIVE LAW JUDGE/
STATE OFFICE OF ADMINISTIL%TIVE HEARINGS

STEVEN D. ARNOLD
ADMINISTRATIVE LAW JUDGE
STATE OFFICE OF ADMINISTRATIVE HEARINGS
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Exhibit TM-1
Summary of IBM Contract Scope qf Works ("SOWs") and Associated Change Orders

SOW
No.

Statement of Work (SOW) /
Project Change
Authorization (PCA)
Number and Name
AMS System Deployment &
Integration

Date
12/18/2008

PCA #1 - FYSNC Audit

6/23/2009

PCA #2 - Del iverables

2/4/2010

Brief Description
Original SOW deemed reasonable by Docket
No.35639
Project Change Request #1 FSYNC AUDIT
PROCESS. The FSYNCH process identifies the
data discrepancies between the MDM and CIS
applications.
Updated deliverables defined in the SOW to better
align the current SOWs with the needs and work
being completed as part of the CNP AMS
Program. The changes were the result of redefined
roles and responsibilities, changes in work stream
needs, and elimination of duplicate work efforts
determined by CNP Work Stream Leads over the
course of the AMS Program

Statement of Work (SOW) /
Project Change
SOW

No.
#2

Authorization (PCA)

Number and Name
AMS Field Support and
Diagnostics

Date
12/18/2008

PCA #I -Staff Augmentation

7/30/2009

PCA #2 - Deliverables

2/4/2010

PCA # 4 - Staff Augmentation

12/18/2009

Brief Description
Original SOW deemed reasonable by Docket
No.35639
The addition of a Production Support resource at a
new rate
Updated deliverables defined in the SOW to better
align the current SOWs with the needs and work
being completed as part of the CNP AMS
Program. The changes were the result of redefined
roles and responsibilities, changes in work stream
needs, and elimination of duplicate work efforts
determined by CNP Work Stream Leads over the
course of the AMS Program
The addition of a Senior IT Architect - Consulting
for WBE
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IBM Contract Scope of Work Summary and Change Orders (coat)

SOW
No.
#7

Statement of Work (SOW) /
Project Change
Authorization (PCA)
Number and Name
AMS Program Management
Office

PCA #I - Deliverables

Date
12/18/2008

2/4/2010

BrielDescri
Descri p tion
Original SOW deemed reasonable by Docket
No. 35639
Updated deliverables defined in the SOW to better
align the current SOWs with the needs and work
being completed as part of the CNP AMS
Program. The changes were the result of redefined
roles and responsibilities, changes in work stream

needs, and elimination of duplicate work efforts
determined by CNP Work Stream Leads over the
course of the AMS Program

SOW
No.
#8

Statement of Work (SOW) /
Project Change
Authorization (PCA)
Number and Name
AMS System Management
Infrastructure Tivoli
Im plementation
PCA #001
PCA #002

Date
12/18/2008
3/19/2009
5/26/2009

PCA #003

8/24/2009

PCA #004
PCA #005

7/1/2009
9/2/2009

Brief Descri ption
Original SOW deemed reasonable by Docket
No. 35639
Added rate table
Added management oversight dashboard
Scope added: Architecture and Hardware
Review. Scope removed: Reporting, and
references to the following software products:
TCM, TLCM, ITM for DB and ITCAM for SOA.
Extended and date of PCA #2
Changed to Time & Materials
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SOW
No.
# 10

Statement of Work (SOW) /
Project Change
Authorization (PCA)
Number and Name
AMS Portal Development
and Implementation

PCA #I - Deliverables

ate

rief Description

12/18/2008

Original SOW deemed reasonable by Docket
No. 35639

2/4/2010

Updated deliverables defined into the SOW to
better align the current SOWs with the needs and
work being completed as part of the CNP AMS
Program. The changes were the result of redefined
roles and responsibilities, changes in work stream
needs, and elimination of duplicate work efforts
determined by CNP Work Stream Leads over the
course of the AMS Program

Statement of Work (SOW) I
Project Change

SOW

Authorization (PCA) Number

No.

# 11

SOW
No.

9 12

and Name

Date

AMS Communications
Project Oversight & Support

1211812008

PCA #001

2/4/2010

PCA #002

12/17/2009

PCA #004

3/24/2010

PCA #005

4/30/2010

Statement of Work (SOW) I
Project Change
Authorization (PCA) Number
and Name

SOW I PCA
Date

AMS IBM Architect Support
for AMS Communications

1130/2009

PCA #001

12/8/2009

PCA $002

111/2010

Brief Description

Original SOW deemed reasonable by Docket
No. 35639
Removed "Project Financials" from Status Report
Deliverable

Added QA Specialist
Extended QA Specialist & Add Network Architect
to Tiger Team
Updated the project support personnel
requirements for balance of project

Brief Description of PCA
New Scope added after pocket No. 35639.
Architectural technical support resource for
consulting and assistance for engineering of the
AMS Communication and AMS (HAN)
technologies on the CNP AMS Communications
Project
No charge change to deliverable #2
Extend term for three months (Feb, Mar and Apr
1 2010)
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Exhibit TM-2
Summary of Itron Contract Change Orders
When Docket No. 35369 was approved in late December 2008, the Itron Contract was deemed
reasonable through Supplement (or Change Order) No. 3, dated 12/19/2008. The following table
represents all Change Orders after 12/19/2008 beginning with Change Order No. 4.
Change Order
Number

Date

4

4/27/09

Added professional services for testing the DCE at
CenterPoint Houston

5 (revised)

12/29/09

Added professional services for communication work stream

6

5/6/09

Added new SOW covering the limited repair of damaged
meter enclosures

7

6/4/09

Added HAN security workshop

8

6/10/09

No cost change which incorporated the web billing
accounting structure for meters

9

6/10/09

No cost change which incorporated the web billing
accounting structure for cell relays

10

8/4/09

Added professional services for the metering work stream

11

9/3/09

Added professional services to support the DCE

12

11/25/09

Extended the professional services support authorized by CO
#10 for additional period of time

13

4/16/10

Added professional services to support the HAN and Systems
areas

14

5/3/10

Extended the professional services support for the
communications work stream for additional period of time

15

5/7/10

Extended and added professional services support for the
Systems work stream through 2012 (which in part were
previously authorized by C.O. 11 for a limited period of
time).

16

5/6/10

Added professional and field engineering services support to
the Communications work stream through 2012 (which were
previously authorized by CO 5 for a limited period of time).

17

5/14/10

Extended and added professional services support for the
Communications work stream through 2012 (which in part
were previously authorized by C.O. 9 for a limited period of
time).

General Description of Change
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NEW AMS CONTRACTS

Contract #

Thru
Change
order #

4600022950

5

4600023655
4600023650

4600023650

Supplement
No. I

Contractor / Vendor

Scope of Work

Contract Date

GE MDS, LLC

WiMax Radios and
professional services

1/14R009

GE MDS, LLC

WiMax PulseNet Radio Mgrnt
Software

10/6R009

To correct error on Master
Agreement

5/6/2009

GE MDS, LLC

Incorporate the Contractors
Service Agreement for

Supplement
No. 2

GE MDS, LLC

4600023650

Supplement
No. 3

GE MDS, LLC

4600023650

Supplement
No. 4

GE MDS, LLC

4600023650

Supplement
No. 5

GE MDS, LLC

WIMAX radio monitoring
services

6/102009

Incorporate additional field
support resources

8n42009

Incorporate 12 additional
months for operation design
support services

3/12010

To support the Operations
team of the Communications
work stream for the period
from 5/1/10 through 12/31/10

6/212010

4600015786

OM CONSULTING INC

IT Contract Staffing

7/232002

4600023976

OM CONSULTING INC

IT Contract Staffing

1202010

ALCATEL USA MARKETING
INC

AMS Backhaul Radio
Systems (microwave)

3/3!/2009

4600023064

IBM CORPORATION

TOP Cisco Hardware 2009

3/9/2009

4600023887

CALENCE LLC

TOP Cisco Network
Hardware

12J92009

4502691854

SABRE COMMUNICATIONS

TOP Steel Poles (Part A)

3/3/2009

4502694717

SABRE COMMUNICATIONS

TOP Steel Towers (Part A)

3/72009

4600023199

SABRE COMMUNICATIONS

TOP Steel Towers / Poles
B)

4/14/2009

4600018749, CO
9

9
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Thru
Change
order #

Contract #

Contractor / Vendor
NORTH HOUSTON POLE LINE

4600023909

CORP.

Sco e of Work

Contract Date

Cell Relay Installations 2010

1/1412010

4502720672

RIDDLE POWER, LLC

Construction of TOP Steel
Poles/rowers (Part A)

4120f2009

4600023486

RIDDLE POWER. LLC

Construction Services TOP •
Part B

7/29/2009

4600023950

RIDDLE POWER. LLC

Cell Relay Installations 2010

1/14/2010

SPL WORLD GROUP
(ORACLE CORPORATION)

Data base software licenses

6J8/2005

4600023182

MANCONIX INC

Misc fabricated connectors for
CR's

417009

4600023828

CELLXION LLC

TOP Concrete Shelters, 10 x
12(2010)

12/7/M

4502697647

DANA LEMMERMAN (DBA

Used TOP l0'x12' Concrete

Telecom Product Profiles)

Shelter (2009)

4502679901

ELECTRICAL CONTROLLER
PRODUCTS

TOP 48Vde Battery Systems
(Part A)

2/14/2009

4600023243

C&D TECHNOLOGIES

TOP 48Vdc Battery Systems
(Part B)

s/1112009

4600023320

SOLARIS POWER SYSTEMS
LLC

TOP DC Power Systems
Installations

6/4R009

SOLARIS POWER SYSTEMS

Incorporate rates for
roPlacement, repair and
warranty work

11130/2009

4600020118

S

Supplement

4600023320

No. I

LLC

3/16/2009

4600024166

M-R SPECIALTY SERVICES,
LLC

Deployment of door hangers

4600024117

NAVIGANT CONSULTING INC

service to evaluate meter
accuracy

3/16010

4600021320

DEWALCH TECHNOLOGIES,
INC

Meter rings and locks

12/06/2006

4600021321 and
460024072

EKSTROM INDUSTRIES

Adapters for meters to meter
cans

4/I12010

PUCT mandated consulting

PUC Docket No. 38339; SOAH Docket No. 473-10-5001
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Docket No. 38339
Exhibit TM-3
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Contract #
200907723-0533

Thru
Change
order #
Amendment
No. I

Contractor / Vendor
AT&T MOBILITY NATIONAL
ACCOUNTS, LLC

Scope of Work
Amendment to Agreement Enterprisc-on-Demand

Contract Date
7129/2009
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Exhibit TM-4

Contracts, Agreements, Service Orders and Change Orders
Related to the Implementation of Smart Meter Texas and the Home Area Network
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Atreemeeh

I

Agreement

Final Draft

2

Agreemem

Final Executable Version 29

L^

Date

Descri ioa

Contract No.

Type
^1 ^.Iw^•: ^^• ^^^^.^y., ^•.^NJ,^ ^,•A
0: I i ^ j t ^ ^
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^ 1^ h 4C1

-777
', •' -

'.

'I

,

.•• .

•

.

I,

.
'

(

11

'1

,

'

1

Joint Development and Operations Agreement Common AMS Web

Portal

12/31/0s

Master Software and Systems Development and Services Agreement

04/01/09

MI Micro Design for the Common Advanced Metering System, Web
Portal and Date Repository
Security Order Support for the Macro Design of the Common Advanced
Metering System, Web Portal and Data Repository

06/19f09

Service

3

Service Order

4

Service Order

S

Service Order

6

Service Order

7

Service Order

I

Service Order

9

Service Order

Common Advanced Metering System, Web Portal and Data Repository

IO

Service Order

II

Service Order

Service Order N I (for Application Maintain and Support Services) made
pursuant to the Maintenance Services Agreement
Pre4sunch Security Assessment Support the Common Advanced

(L)

.

" Ssea►f Meter Tesas and NAN

b, .'

Service Order Y 1(for Hosting Services) made pursuant to the Hosting
Final Executable Version 29 Services Agreement
Design of the IS Minute Interval Usage data Settlement Capability for
_

the Common Advanced Metering Sysletn, Web Portal and Data
ReposiWry
Design for the HAN functionality for January 2010 for the Common
Advanced Metering System, Web Portal and Data Repository
Software Support for the Common Advanced Metering System, Web
Portal and Data Repository
Release I Ml and Release 2 M2, M3 - Buildll•eaVDeploy Phan for the

Metering System, Web Portal and Data Repository

06/22109

06/30109
07/13/09
081720t09
09ro3109
09/04/09
I2/211009
01/29/10

^a4ii.ll^t

12

Contract

(D)

Change

4600023230

13

Change Older M 1

4600023230

14

Chan ge Order M 2

4600023230

15

Change Order # 3

4600023230

Change OrderN 3

4600023230

Taus Common Portal

05/01/09

Inc°rpontes Master Software Agreement and Development Services

05/06/10

Agreement
Incorporates (a) M I Micro Design, (b) Security Audit. (c) Hosting
Services Agreement. (d) Service Order No. I for Hosting Services
incorporates (a) Service order No. 1. (b) Service Order MI Micro design

07/01/09

,(a ) Service order Design for HAN Functionality, (a) Service Order
Design f o r the I S Minute Interval Usage Data. (f) Service order for
Software Support, (g) Service order for Release I MI and release 2 M2

03/06/10

and M3, (h) Change Order Y 1
16
17

Change Order # 1

19

Change Order N 1

19

Change Order # I 1

To Service Order # 1
To Service Order
(M I Design)
To Service Order / I
( Homing Services)

Incorporates Change Orders Y,1,2,4,3,9,11,and 13

05/06/I0

Texas Competitive Electric Market- Describes methodology for
allocating Service Order N I among TDSPs
Texas Competitive Electric Market. Describes methodology for
allocating Service Order M I Design among TDSPs
Extends on-going services related to Devftest/Training Hosting
Environment

Og/03/09

PUC Docket No. 38339; SOAH Docket No. 473-10-5001
PFD Exhibit A
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01/06/09
12/16/09
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Docket No. 33339
Exhibit TM4
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Contracts, Agreements, Service Orden and Change Orden
Rehted to the Implementation or Smart Meter Texas and the Home Area Network
Item

Type

Contract No.

Description
Texas Competitive Ebqric Market- Identifies new TDSPs. AEP TNC
and AEP TCC

20

Change Order I 2

-

21

Changa Order 0 9

To Service Order O 1

22

Change Order M 5

To Service Order M 1

23

Change Order N 1

System Support Services

24

Change Order # 1

25

Change Order Y 1

Software Support

26

Change Order # I

To Service Order M I
(Maintenance Services)

allocating HAN service order changes to TDSPs
Tom Competitive Electric market - Describes methodology for
allocating software service order changes to TDSPe
Texas Competitive Electric market - Describes methodology for
allocating maintenance service order changes to TDSPs

To Service Order 02

Texas Competitive Electric market - Describes methodology for

27

Change Order # 1

(Hosting Services)
(Hosting Services)

Smart Meter Texas - Describes methodology for allocating Service order

Changes among TDSPs
Smart Meter Texas Portal - infrastructure to Support Enhanced SMT

01/27/10
01/27/I0

Change Order # 35

29

Change Order M 41

Smart Meter Texas - add status codes to the TDSP message status API

30

Change Order g 39

31

Change Order # I

Service providers supporting the REPs

-

32

Amendment M 1

To Service Order NS
(Hosting Services)

33

Change Order # 13

To Service Order M 1
(Hosting Services)

W21110

Interfaces

allocating HAN support service order changes to TDSPs
Smart Meter Texas - Security Certificate design change to support

23

01/21110

Smart Meta Texas Portal - Software to Support Enhanced SMT
Interfaces

Texas Competitive Electric market - Describes methodology for

(HAN Support Services)

pate

02/03/10
02103/10
07A3/10

02119/10
04106110

definition

0~0

Smart Meter Texas - Request to make ESID and MeterlD optional

04/09/10

Smart Meta Texas - Customers are calling the SMT help desk when
they get 'meter does not exist' error

O4/ 14/10

Appendix A to change Order #5 is deleted and replaced with restated
Appendix A attached to this amendment; provides new language for
Assumption S

04/14/10

Smart Meter Texas Portal - One VPN Tunnel for both AEP INC and
AEP TCC to access Atlanta location (temporary Singing and DevAest

04/23/10

environments)

34

Change Order ► 2

,

Texas Competitive Electric Market- Home Area Network (-HAN')
change requests 039 and 041

O5/04110

35

Change Order M 4

•

Texas Competitive Electric market - Security Certificate Changes

05/04/10

PUC Docket No. 38339; SOAH Docket No. 473-10-5001
PFD Exhibit A
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EXHIBIT B

Savings Category Cross-Reference
( CenterPotnt Houston Analysis and the McKinsey Model)
tm savings
Center Poin(Houston
Oocbt Nq. Dockwift,

MNOnay
Model

35e39

3323e

1
2
3

Motor Readers
Labor ButdenlBeneflts
Overtime

Yes
Yes
yes

yes
Yes
Yes

29
30
30

4

Team Leaders

Yes

yes

29

5
8
7
t!
9
10
11
12
13
14
15
18
17
18
19
20

S pecial Meter Readers
Routa Dss Personnel
Cbthl
Pield supplies
Recrui0 & Hirin
Flest Expense
Ca ital for New Fleet
Selvage for Retired Vehicles
I urloa & Accident Claims
Fees associated With I urfes sta
Worker's Compensation insurance
Handhold Unit Maintenance
s
Handhekl Ss
Revenue Loss Due to Theft
Revenue Loss Due to Slow Meters
Selvage of Retired Electric Motors

yes
es
yes
yes
yes
yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes

yes
es
yes
Yea
Yea
yes
es
yes
Yes
Yea
Yes
Yes
Yes
Yes
yes
Yes

29

21

Sample Meter est n

Yes

No

37

No
yes
yes
es

No
you
yes
No

37

Yes

No
yes
o
No
Yes
No
No
No
No

sub ect

22 Motor Refurbishment
23 Data Center Technicians
24 Data Center Software Maintenance
25 Caq Center Personnel
28
27
28
.29
30
31
32
33
34
35

BusMess process personnel
Electric Revenue 81111nii Personnel
es
Leased Communication
Fbld service Representatives (FSR)
Mtsqlkrneous Metet Re-Heads
New Meter Purchsses/invento Ca Itai
Escalated Complaints
R ut
Penalties
Credit dC
Collections
Out

ment

38 IrreldeTrouble Catb
t Grid Dbhibution Automatio
37 Intell
n Plann
38 Load Model
39 Unregistered Meters

Yes
No
Yes
No
No
No
No

Comment

43
43

Assumed to be Included w! meter readers In McMiiwy
Model
Assumed to be included w/ motor readers In Ma sey
Model
McKinsey lists of5ce su

es
34

MoKlnse refers to capital sovintis for veh
34

33
34

AA

40
40

Theft Detection & Reoove
Increased Meter Accuracy

nse refers to capital savings for har0elds.

32

30
30

Assume MclOnsey lumps this in with BAp

Exceptions

31
Dlsconneet - Reconnect
0:35,39
35.37
33
33
31

No

No

38

No
No
No
No

No
No
No
No

98
40

(s] Additional Expenses

Subject

1

Reve ue Protection investigators for Theft

Docket No. Vocitat No.
36039
33831

Yes

Yes

II1cKlnsey
Model
fps V)

31

This In a savings for McKfisey but treated as an
ex se CenterPolnt Houston

PUC Docket No. 38339; SOAH Docket No. 473-10-5001
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ALJ Number Running
Schedule I

DOCKET NUMBER 36339
COMPANY NAME
CenterPoint Energy
TEST YEAR END
31 -Dec-09
(Thousands of Dollars)

Revenue Requirement

Test Year
Total

Company
Adjustments
To Test Year

Company
Adjusted
Test Year
Total Electric

ALJ
Recommended
Adjust. To
Co. Request

ALJ
Adjusted
Total Electric

(a)

(b)

(c)

(d)

(e)=(c)+(d)

REVENUE REQUIREMENT
Operations & Maintenance
Depreciation & Amortization Expense
Taxes Other Than Income Taxes
Federal Income Tax
Return on Invested Capital
TOTAL COST OF SERVICE
Minus: Other Revenues
TOTAL ADJUSTED REVENUE REQUIREMENTS

766,263
264,030
234,327
100.698
343,768

( 171,739)
1,817
(543)
6.483
( 11,119)

594,524
265,847
233,784
107,181
332.649

10.189
( 15,963)
( 81)
(38,967)
(39,578)

604,713
249,884
233.703
66,214
293,072

1,709,086

(175,101)

1,533,985

(84,401)

1,449,585

69,569

( 16,515)

53,054

0

53,054

1,639,517

158,586)

1,480,931

^(84,401)

^1,396,g31

^^^

ALJ Number Running
Schedule II
O&M Expense

DOCKET NUMBER 38339
COMPANY NAME
CenterPakrt Energy
TEST YEAR END
311-Dec-09
(Thousands of Dothus)

Test Year
Total

Company
Adjustments
To Test Year

Company
Adjusted
Test Year
Total Electric

ALJ
Recommended
Adjust. To
Co. Request

AU
Adjusted
Total Electric

(a)

(b)

(c)

(d)

(e)=(c)+(d)

TOTAL O 8 M EXPENSE (Operations & Maintenance r Admin & General)
Operations 8 Maintenance:
System Control & Load Dispatch
Transmission Ops Supr 8 Engr
Transmission Load Dispatching
Transmission Station Expense
Overhead Una Expense
Underground Line Expenses
Transmission of Elect. by Others
Misc. Transmission Expenses
Rents
Transmission Maint Supr 8 Engr
Transmission Maint of Structures
Transmission Maint Station Equip
Transmission Maint OH Line Exp
Underground Line Expenses
Maint Mac Transmission Plant

556
550
561
562
563
564
565
568
567
568
569
570
571
572
573

0
5,869
6,481
98
459
2
322,930
1,988
1
0
269
5,662
11.001
2
235

0

0

15
210
11
(5)
0
( 173,310)
3
0
0
19
70
190
0
10

5,884
8,691
109
454
2
149.820
1,991
1
0
288
5,732
11.191
2
245

(39)
( 118)
(9)
(21)
0
21.147
(47)
0
0
(16)
(50)
(76)
0
(3)

5 , 845
8 , 573
100
433
2
170 , 767
1 , 944
1
0
272
5 . 682
11 . 115
2
242

Distribution Opa Supr 8 Engr
Distribution Load Dispatching
Distribution Station Expenses
Distribution OH Una Expenses
Underground Una Expenses
Street Lighting 8 Signal Sys
Meter Expenses
Customer Installations
Miscellaneous Distribution Exp

580
581
582
583
584
585
586
587
588

30,487
3,424
1,185
2,478
3,847
101
39,386
2 , 526
28.523

562
121
154
190
241
(7)
(9,813)
173
359

31,049
3,545
1,339
2,668
4,088
94
29,573
2,699
28,882

(270)
(62)
( 114)
(208)
(233)
(3)
(409)
(76)
(208)

30 . 779
3 . 483
1 , 225
2 . 460
3 , 855
91
29,164

Rents
Distribution Maint Supr & Engr
Distribution Maint of Structures
Distribution Maint Station Equip
Distrubution Makri OH lines
Underground Line Expenses
Dist Maint Una Tmf, Rgiators
MaintSfraet Light 8 Signal Sys
maintenance of Meters
Maint of Misc t7istr Plant

589
590
591
592
593
594
595
596
597
598

0
4,872
791
10.788
42,896
6,347
894
7,535
3.217
921

0
624
3
216
7.626
84
0
( 13)
( 120)
0

0
5,496
794
11,004
50,522
8,431
894
7.522
3,097
921

0
(92)
(6)
( 170)
(481)
( 126)
0
(32)
0
0

10 . 834
50 , 041
6 , 305
894
7 , 490
3 , 097
921

Supervislon - Customer Acces
Meter Reading ExP
Customer Records 8 Collection
Unc0ltectble Accounts
Misc Customer Accounts Exp
Customer Service Super vision
Customer Assistance
Information S InstrAdveNsing
Misc Customer Svc S lnfonn Exp

901
902
903
904
906
907
908
909
910

38
10,476
21,632
551
0
484
26,587
331
1.287

3
( 140)
( 1,268)
0
0
(483)
(23.614)
( 10)
60

41
10,338
20.364
551
0
1
2,973
321
11347

0
( 173)
( 144)
0
0
0
(54)
(3)
(20)

41
10 , 163
20 , 220
551
0
1
2 , 919
318
1,327

606,801

( 197,839)

408,762

17,884

428.648

3,747
752
0
683
8,710
7,290
30.584
3,820
94,515
8,866
1,490
1,206

92
0
0
0
2.846
0
21.591
(712)
2.283
0
0
0

3,839
752
0
683
9,558
7.290
52,175
3.108
96,798
8,865
1,490
1,206

(1,371)
0
0
0
( 1,136)
(69)
(1.161)
0
(3,958)
0
0

2,468
752
0
683
8.420
7,221
51,014
3,108
92,840
8,885
1,490
1,206

TOTAL Operations & Maintenance
Adjusted Administrative & General:
Admin 8 General Salaries
Office Supplies & Exp
Admin Expenses Transferred
Outside Services
Property Insurance
injuries & Damages
Employee Pensions 8Benefits
Regulatory Commission Exp
Miscellaneous General Exp
Rents
Maint of General Plant
Donations
TOTAL Administrative & General
TOTAL 0 8 M EXPENSE

920
921
922
923
924
925
926
928
930
931
935
428

159,682
766,263

28,100
^(17
c 1,^g)

0

0

0

2 ,623
28,674
0
5 . 404

788

185,762

(7.695)

178,087

Sg4 524

^

804,713

AU Number Running
Schedule III
Invested Capital

DOCKET NUMBER 38339
COMPANY NAME
CenterPolnt Energy
TEST YEAR END
31-Dec-09
(Thousands of Dollars)

Test Year

Company

Total

Company
Adjusted

Adjustments

AU
Recommended

AU

Test Year

Adjust. To

To Test Year

Adjusted

Total Electric

Co. Request

Total Electric

(b)

(c)

(d)

(e)=(c)+(d)

(a)
INVESTED CAPITAL

Plant in Service
Accumulated Depreciation

7.185,541
(3.043,527)

Net Plant In Service

4,142,014

101,732

141,749
14,214
74.330
68.356
10,521
32.331

(141,749)
(13,997)
(25,269)
0
(8,087)
28.009

(883.889)

(84,182)

Construction Work In Progress
Plant Held for Future Use
Working Cash Allowance
Materials and Supplies
Prepayments
Regulatory Assets
Other Invested Capital Additions
Deferred Federal Income Taxes
Customer Advances for Construction
Reserve for Catastrophe
Other Invested Capital Deductions
Investment Tax Credits
TOTAL INVESTED CAPITAL

RATE OF RETURN
RETURN ON INVESTED CAPITAL

44,989
56.743

0

7,230,530
(2,988,784)

(38,735)

7,193,796
(2.988,784)

4,243,746

(36,735)

4,207.011

4,343
(8,918)
0

4,580
42,145
88,356
4,434
58,340
0

(184,314)

(892.365)
0

0

0
217
49,061
88,358
4,434
58,340
0
(728,051)
0

o

o

0

0

o

0

0

0

0

0

0

0

3,819,648

(123,543)

9.00%
343,768

3,898,103

(203,622)

9.00%
11,119

332, 49

3,492,481

8. 3995

(3®
,578)

_____a3,072

^

