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DOCKET NO. 

APPLICATION OF CENTERPOINT 	§ PUBLIC UTILITY COMMISSION 
ENERGY HOUSTON ELECTRIC, LLC § 
FOR AUTHORITY TO CHANGE RATES § 	 OF TEXAS 

STATEMENT OF INTENT AND APPLICATION OF CENTERPOINT ENERGY 
HOUSTON ELECTRIC, LLC FOR AUTHORITY TO CHANGE RATES 

CenterPoint Energy Houston Electric, LLC ("CenterPoint Houston" or the "Company") 

files this Statement of Intent and Application for Authority to Change Rates ("Application") 

pursuant to Subchapter C of Chapter 36 of the Public Utility Regulatory Act (PURA").1  

I. INTRODUCTION 

In compliance with the rate scheduling requirements of 16 Texas Administrative Code 

§ 25.247(c)(2)(B) ("TAC") and the Company's commitment to the timing of a rate filing in Project 

No. 47945, Proceeding to Investigate and Address the Effects of the Tax Cuts and Jobs Act of 2017 

on the Rates of Texas Investor-Owned Utility Companies, CenterPoint Houston presents this 

Application for a comprehensive rate review. 

Since the Company's last base rate case, Docket No. 38339, Application of CenterPoint 

Energy Houston Electric, LLC for Authority to Change Rates, the Company has continued its long 

history of providing safe, reliable, value-added service to its customers. As a result, CenterPoint 

Houston now maintains and operates a transmission and distribution system for the benefit of over 

2.5 million metered customers—nearly 400,000 more customers than it served when it filed its last 

rate case in Docket No. 38339. 

In response to this approximately 20% increase in the number of customers it serves, 

CenterPoint Houston has, since January 1, 2010, invested over $6 billion in transmission and 

'Public Utility Regulatory Act, Tex. Util. Code Ann. §§ 11.001-66.017 (Supp.) ("PURA"). 

1 
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distribution infrastructure to safely and reliably support economic and population growth in 

Houston and its surrounding cities and weathered the impact of a generational storm event in 

2017—Hurricane Harvey. Over the course of the same period, CenterPoint Houston installed 

approximately 2.5 million Advanced Metering System ("AMS") meters, improved the intelligence 

and resiliency of its transmission and distribution system, and prudently managed its cash flow so 

that the Company could take advantage of capital market conditions to lower the Company's 

overall cost of debt. 

This filing presents the opportunity to review the investment and expenses that CenterPoint 

Houston has incurred since the Company's last base rate case and to establish a solid foundation 

that will enable CenterPoint Houston to continue to meet the expectations of its customers, respond 

to growth and support economic development within the State of Texas. This is vitally important 

because residential customer growth in the Company's service territory is expected to continue at 

a rate of approximately two percent per year for the next 20 years and CenterPoint Houston must 

be solidly positioned to respond to this demand. 

Essential to establishing this solid foundation is the Commission's approval of a higher 

equity ratio and higher cost of equity for CenterPoint Houston. These adjustments are necessary 

in order to ease the financial pressure created by two factors outside of the Company's control—

growth in the Company's service territory, which has materially increased the level of capital 

investment required on an annual basis, and the Tax Cuts and Jobs Act of 2017 ("TCJA"), which 

has significantly reduced the Company's cash flow. Put simply, two very good things for 

customers (strong economic growth in the Houston area and tax relief) will negatively impact the 

Company's financial condition if its capital structure and return on equity are not adjusted to reflect 

a 50% equity/50% long-term debt capital structure and a 10.4% cost of equity. 

2 
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These factors, coupled with capital investment that has not yet been incorporated into the 

Company's existing rates; the recovery of regulatory assets, such as the Company's Hurricane 

Harvey regulatory asset of approximately $64 million, that have not yet been reflected in the 

Company's current rates; and ongoing Operations and Maintenance ("O&M") expenses necessary 

to support continued growth in Centerpoint Houston's transmission and distribution system, 

demonstrate the need for an increase in annual revenues of approximately $161 million. As 

detailed in the attached testimony and schedules, incorporated herein by reference, the requested 

increase will provide an overall rate of return that will continue to afford the Company the 

opportunity to attract necessary capital for system investment and allow the recovery of reasonable 

and necessary operating expenses that are reflective of the Company's current cost of service and 

operations. 

In addition to new rates, CenterPoint Houston requests a prudency determination on all 

capital investment made in the system since January 1, 2010, and the establishment of a rider to 

return to customers approximately $97 million for the excess deferred federal income tax 

unprotected balance that resulted from the TCJA. CenterPoint Houston also seeks updated 

depreciation rates, approval to clarify and update various non-rate provisions in Chapters 2 and 6 

of its Tariff for Retail Delivery Service including its proposed new facility extension policies for 

electric vehicle public charging stations and for premium service requests, and permission to install 

voltage regulation battery assets when necessary and cost-effective situations permit. CenterPoint 

Houston also requests recovery of all reasonable and necessary rate case expenses. 

II. AUTHORIZED REPRESENTATIVES 

The telephone number and address of CenterPoint Houston's authorized business 

representative are as follows: 

3 
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Denise Hardcastle 
Director, Regulatory Portfolio Management Organization 
CenterPoint Energy, Inc. 
1111 Louisiana Street 
Houston, Texas 77002 
713.207.5767 
713.207.9840 (fax) 
denise.hardcastle@centerpointenergy.com   

The telephone numbers and addresses of CenterPoint Houston's authorized legal 

representatives are: 

Patrick H. Peters III 
Assistant General Counsel and 
Director of Regulatory Affairs 
CenterPoint Energy, Inc. 
1005 Congress Avenue, Suite 650 
Austin, Texas 78701 
512.397.3032 
512.897.8050 (fax) 
patrick.peters@centerpointenergy.com  

Mickey Moon 
Assistant General Counsel 
CenterPoint Energy, Inc. 
1111 Louisiana, 19th  Floor 
Houston, Texas 77002 
713.207.7231 
713.454.7197 (fax) 
mickey.moon@centerpointenetgy.corn 

Ann M. Coffin 
Mark Santos 
Coffin Renner LLP 
1011 West 31' Street 
Austin, Texas 78705 
512.879.0900 
512.879.0912 (fax) 
ann.coffin@crtxlaw.com   
mark.santos@crtxlaw.com  

CenterPoint Houston requests that all information and documents in this filing be served 

on each of the persons above at their respective physical or email addresses or fax numbers. 

4 
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III. JURISDICTION 

The Commission has exclusive original jurisdiction over this proceeding for areas outside 

municipalities pursuant to PURA § 32.001 and for those municipalities shown on Exhibit A that 

have ceded their original jurisdiction to the Commission pursuant to PURA § 33.002(b). The 

Commission also has exclusive original jurisdiction over CenterPoint Houston's wholesale 

transmission rates pursuant to PURA § 35.004(d). CenterPoint Houston anticipates it will appeal 

the actions of its original jurisdiction cities to the Commission and that it will seek consolidation 

of those appeals with this docket. It is CenterPoint Houston's intent to establish system-wide rates 

for all customer classes served by the Company. 

IV. AFFECTED PERSONS AND TERRITORIES 

The Application affects all retail electric providers (REPs") serving end-use retail electric 

customers in CenterPoint Houston's certificated service territory and will affect the retail electric 

customers of those REPs to the extent that the REPs pass along to their customers the charges 

under the Company's Tariff for Retail Delivery Service. The Application also affects all customers 

taking service under the Company's Tariff for Wholesale Transmission Service. 

V. 	OVERVIEW OF THE APPLICATION 

This Application contains the testimony of 26 witnesses. The direct testimony of 

Kenny M. Mercado presents an overview of the Company's filing and its request for a base rate 

increase of approximately $154 million for service to retail customers and an increase of 

approximately $6.8 million for wholesale transmission service. If approved and implemented 

through the Company's rates for Retail Delivery Service, the impact on a residential customer 

using 1,000 kilowatt-hours (kWh") per month would be an increase of approximately $2.38 or 

5.19% per month. A customer with a retail plan that charges 12.5 cents per kWh would see their 

rate go to 12.75 cents per kWh, or a 1.91% increase in their total bill. The extent to which these 

5 
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additional charges would be passed on by REPs is a function of the competitive market. A 

summary of each witness's testimony is provided below: 

Witness Subjects Addressed Volume/Pages 
Kenny M. Mercado Mr. Mercado provides an overview of the 

Company's filing, introduces witnesses that 
support 	CenterPoint 	Houston's 	request, 
discusses Company values that drive prudent 
decision making on a daily basis, and describes 
changes that have occurred in major operating 
expense categories since the Company's last 
base rate proceeding. 

Volume I/Pages 
36-165 

Randal M. Pryor Mr. 	Pryor 	describes 	the 	Company's 
Distribution Operations Division, supports the 
reasonableness of the Company's distribution-
related capital costs, and demonstrates the 
reasonableness of CenterPoint Houston's test- 
year 	O&M 	expenses 	incurred 	by 	the 
Distribution Operations Division. 

Volume I/Pages 
166-325 

Martin W. Narendorf Jr. Mr. Narendorf explains the 	structure 	and 
functions 	of CenterPoint 	Houston's 	High 
Voltage 	Operations 	Division, 	supports 	the 
reasonableness of the Company's transmission, 
substation and Major Underground investment, 
demonstrates the reasonableness of CenterPoint 
Houston's test-year O&M expenses incurred by 
the High Voltage Operations Division, and 
discusses certain Hurricane Harvey restoration-
related efforts. 

Volume I/Pages 
326-573 

Dale Bodden Ms. 	Bodden 	describes 	the 	Company's 
Engineering & Asset Optimization Division, 
supports the reasonableness and necessity of 
test-year 	O&M 	costs 	incurred 	by 	the 
Engineering & Asset Optimization Division in 
support of the transmission and distribution 
functions, and details the processes used to plan, 
monitor, 	and 	control 	investments 	and 
expenditures. 

Volume I/Pages 
574-657 

6 
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Julienne P. Sugarek Ms. Sugarek details the structure and functions 
of the Company's Power Delivery Solutions 
Division, 	supports 	the 	reasonableness 	and 
necessity of test-year O&M expenses incurred 
by Power Delivery Solutions in support of the 
transmission 	and 	distribution 	functions, 
supports the Company's requests related to 
proposed 	battery 	assets, 	and 	presents 	the 
Company's proposals to modify CenterPoint 
Houston's tariffs to facilitate the development 
of electric vehicle charging stations and update 
to the Company's Lighting Services Policy. 

Volume I/Pages 
658-762 

John R. Hudson Mr. Hudson describes CenterPoint Houston's 
Market Operations group and supports the 
reasonableness and necessity of test-year O&M 
expenses incurred by Market Operations. 

Volume I/Pages 
763-828 

Kristie L. Colvin Ms. Colvin sponsors the books and records of 
CenterPoint Houston, presents the Company's 
accounting schedules, itemizes and explains all 
test-year adjustments, supports the Company's 
overall cost of service and requested revenue 
requirement, including the revenue requirement 
for 	Rider 	UEDIT, 	and 	demonstrates 	the 
reasonableness 	and 	necessity 	of 	certain 
CenterPoint Energy Service Company, LLC 
(Service Company') Executive Management 
and Chief Accounting Organization services to 
CenterPoint Houston. 

Volume I/Pages 
829-986 

Charles W. Pringle Mr. Pringle presents CenterPoint Houston's 
testimony related to federal 	income taxes, 
supports the Company's EDIT Regulatory 
Liability, 	addresses 	issues 	related 	to 	the 
appropriate treatment of income taxes, and 
demonstrates that federal income tax and Texas 
margin tax amounts included in the Company's 
cost of service are reasonable and necessary. 

Volume II/Pages 
987-1047 

Justin J. Hyland Mr. Hyland supports the Company's property 
tax-related expense, describes how Service 
Company ensures that CenterPoint Houston and 
its customers pay no more than their fair share 
of property tax burden, and confirms that the 
process used to 	functionalize property tax 
expense is the same as approved by the 
Commission in its previous three base rate 
reviews. 

Volume II/Pages 
1048-1063 
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Michelle M. Townsend Ms. Townsend describes Service Company, 
explains 	how 	Service 	Company 	and 
CenterPoint Energy Resources Corp. (CERC") 
control costs, details the Service Company and 
CERC methodologies for assigning affiliate 
costs to CenterPoint Houston, and confirms that 
Service Company and CERC corporate support 
service 	affiliate 	costs 	are 	reasonable 	and 
necessary and that CenterPoint Houston is not 
charged a higher price than those charged to 
other affiliates. 

Volume II/Pages 
1064-1552 

John E. Slanina Mr. Slanina explains the structure and role of 
Business and Operations Support functions 
provided 	by 	Service 	Company 	and 
demonstrates the reasonableness and necessity 
of test-year Business and Operations Support 
costs assigned to CenterPoint Houston. 

Volume II/Pages 
1553-1573 

Shachella D. James Ms. James explains the structure and services 
provided by Service Company's Technology 
Operations 	group 	and 	demonstrates 	the 
reasonableness 	and 	necessity 	of 	test-year 
Technology 	Operations 	costs 	assigned 	to 
CenterPoint Houston. 

Volume II/Pages 
1574-1636 

Rebecca Demarr Ms. Demarr explains the structure and services 
provided by Service Company's Customer 
Operations organization and demonstrates the 
reasonableness 	and 	necessity 	of 	test-year 
Customer 	Operations 	costs 	assigned 	to 
CenterPoint Houston. 

Volume II/Pages 
1637-1661 

M. Shane Kimzey Mr. Kimzey details the services provided by 
Service Company's Legal, Claims, Corporate 
Records and Information, and Corporate Ethics 
and Compliance Departments and demonstrates 
the reasonableness and necessity of test-year 
affiliate costs assigned from those departments 
to CenterPoint Houston. 

Volume II/Pages 
1662-1689 

Kelly C. Gauger Ms. Gauger explains the services provided by 
Service 	Company's 	Audit 	Services 
organization 	and 	demonstrates 	the 
reasonableness and necessity of test-year Audit 
Services costs assigned to CenterPoint Houston. 

Volume II/Pages 
1690-1705 
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Diane M. Englet Ms. Englet discusses the services provided by 
Service 	Company's 	Communications 	and 
Community 	Relations 	department 	and 
demonstrates the reasonableness and necessity 
of test-year Communication and Community 
Relations 	costs 	assigned 	to 	CenterPoint 
Houston. 

Volume II/Pages 
1706-1826 

Lynne Harkel-Rumford Ms. Harkel-Rumford discusses the services 
provided 	by 	Service 	Company's 	Human 
Resources 	Organization, 	demonstrates 	the 
reasonableness 	and 	necessity 	of 	test-year 
Human Resources Organization costs assigned 
to 	CenterPoint 	Houston, 	sets 	forth 	the 
Company s 	compensation 	philosophy, 
describes the types of health and welfare 
benefits 	provided 	to 	CenterPoint 	Houston 
employees, explains the Company's retirement-
related plans, and supports the Company's 
expense requests related to postretirement and 
postemployment benefits. 

Volume II/Pages 
1827-1894 

John J. Reed Mr. Reed supports the Company's overall 
compensation practices and request for the 
recovery of incentive compensation expense. 

Volume III/Pages 
1895-1991 

Timothy S. Lyons Mr. Lyons sponsors CenterPoint Houston's 
lead-lag study used to determine the Company's 
cash working capital requirement. 

Volume III/Pages 
1992-2436 

Dane A. Watson Mr. Watson supports the reasonableness of 
depreciation rates proposed by the Company 
and presents his depreciation study in support of 
the requested rates. 

Volume III/Pages 
2437-2659 

Robert B. Hevert Mr. Hevert supports the Company's requests 
related to return on equity and capital structure. 

Volume III/Pages 
2660-2817 

Robert B. McRae Mr. McRae supports the reasonableness and 
need 	for 	CenterPoint 	Houston' s 	requested 
capital structure and return on equity, presents 
the Company's cost of debt, and demonstrates 
the reasonableness and necessity of test-year 
Service 	Company 	Treasury 	Department 
Organization costs assigned to CenterPoint 
Houston. 

Volume IV/Pages 
2818-2887 

Gregory S. Wilson Mr. 	Wilson 	supports 	the 	need 	for 	the 
Company's 	self-insurance 	reserve 	and 	the 
appropriate level of expense to be included in 
the Company's cost of service. 

Volume IV/Pages 
2888-2922 
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J. Stuart McMenamin Mr. McMenamin presents methods and data 
used to develop weather-related adjustments 
included in the Company's filing. 

Volume IV/Pages 
2923-2988 

Matthew A. Troxle Mr. Troxle presents the Company's proposed 
allocation of costs to rate classes, rate design, 
and tariffs, including Riders RCE and UEDIT. 

Volume IV/Pages 
2989-3743 

Myles F. Reynolds Mr. Reynolds supports the Company's request 
for reimbursement of rate case expenses. 

Volume V/Pages 
3744-3815 

A. Effective Date 

The Company's proposed effective date of the requested rate change is May 10, 2019, 

which is at least 35 days after the filing of this Application pursuant to PURA § 36.102. 

B. Test Year 

The Application is based on a test year consisting of the 12-month period ending 

December 31, 2018. 

C. Proposed Tariffs and Schedules 

The Application contains the changes described below to the Tariff for Retail Delivery 

Service and the Tariff for Wholesale Transmission Service. 

Tariff for Retail Delivery Service 

The Company's proposed Tariff for Retail Delivery Service sets forth the Company's 

updated rates, terms and conditions for the provision of Delivery System Services and 

Discretionary Services, as those terms are defined in the tariff. The Delivery System Services are 

composed of six different retail rate classes or base rate schedules and the riders that are associated 

with each. The rates, terms and conditions for each base rate schedule and associated rider are 

contained in Chapter 6.1.1 of the Company's proposed retail tariff. The Discretionary Services, 

including their descriptions and charges, are contained in Chapter 6.1.2 of the Company's 

proposed retail tariff. 
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a. 	Retail Base Rate Schedules 

CenterPoint Houston proposes to update the Delivery System Charges for each retail rate 

class to reflect the revenue requirement by function as described in its proposed allocation study. 

The rate changes for each rate class except the Lighting Services rate class are reflected below. 

CURRENT AND PROPOSED CHARGES 

(General Rate Schedules) 

Current Proposed 
CLASS Type of Charge Charge Charge Inc. or Dec. Billing Unit 

RESIDENTIAL Customer $1.62 $2.48 $0.86 per meter 
Metering $3.85 $1.95 ($1.90) per meter 
Transmission $0.008439 $0.015080 $0.006641 per kWh 
Distribution $0.016489 $0.022680 $0.006191 per kWh 

SECONDARY =<10 Kva Customer $1.61 $2.44 $0.83 per meter 
(Small) Metering $4.41 $2.11 ($2.30) per meter 

Transmission $0.004437 $0.009020 $0.004583 per kWh 
Distribution $0.012218 $0.015510 $0.003292 per kWh 

SECONDARY >10 Kva Customer 
(Large) NON-IDR $2.26 $3.22 $0.96 per meter 

IDR $65.83 $48.28 ($17.55) per meter 
Metering 

NON-IDR $18.82 $6.90 ($11.92) per meter 
IDR $63.07 $79.91 $16.84 per meter 

Transmission 
NON-IDR $1.4318 $2.7140 $1.28 per NCP Kva 
IDR $2.2387 $4.0531 $1.81 per 4 CP Kva 

Distribution $3.059429 $4.835920 $1.77649 per Billing Kva 

PRIMARY Customer 
NON-IDR $3.58 $4.83 $1.25 per meter 
IDR $76.73 $61.26 ($15.47) per meter 

Metering 
NON-IDR $181.35 $285.55 $104.20 per meter 
IDR $138.40 $198.72 $60.32 per meter 

Transmission 
NON-IDR $1.7033 $2.7359 $1.03 per NCP Kva 
IDR $2.1546 $3.9405 $1.79 per 4 CP Kva 

Distribution $2.002820 $2.524110 $0.52 per Billing Kva 

TRANSMISSION Customer $154.44 $222.94 $68.50 per meter 
Metering $1,449.82 $1.456.82 $7.00 per meter 
Transmission $2.1188 $4.7203 $2.60 per 4 CP Kva 
Distribution $0.463296 $0.593150 $0.13 per 4 CP Kva 
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The rate changes for the Lighting Services rate class are reflected in Exhibit MAT-5 to the direct 

testimony of Company witness Matthew A. Troxle, which is incorporated herein by reference. 

Revenues by rate class and number of customers are provided below. 

CENTERPOINT ENERGY HOUSTON ELECTRIC, LLC 
SUMMARY OF REVENUES BY RATE CLASS 

Number 
of 

Rate Class Description 	Customers 

Present 

Revenues' 

Proposed 

Revenues 

Rider 

UEDIT Change Change Pct 

(a) (b) (c) (d) = (b)+(c)-(a) (d)/(a) 
Residential 2,198,225 $ 	1,130,553,347 $ 	1,217,814,820 $ 	(17,253,347) $ 	70,008,125 6.2A 
Secondary <= lOkva 148,123 $ 	32,594,719 $ 	30,607,020 $ 	(431,501) $ 	(2,419,200) -7.4% 

Secondary > lOKva 137,862 $ 	654,965,407 $ 	739,867,066 $ (10,489,328) $ 	74,412,331 11.4% 

Primary 999 $ 	66,701,177 $ 	70,089,549 $ 	(992,514) $ 	2,395,858 3.6% 
Transmission 204 $ 	143,211,958 $ 	162,433,957 $ 	(2,313,022) $ 	16,908,977 11.8% 

Miscellaneous Lighting 12,698 $ 	3,843,864 $ 	3,126,732 $ 	(44,200) $ 	(761,332) -19.8% 

Ughting s,ioo $ 	63,729,997 $ 	58,264,534 $ 	(834,750) $ 	(6,300,214) -9.9% 

Retail Electric Delivery Revenue 2,503,211 $ 	2,095,600,469 $ 	2,282,203,678 $ (32,358,663) $ 	154,244,545 7.4% 

WholesaleTransmission Revenue $ 	388,968,021 $ 	395,796,573 $ 	6,828,552 trA 

Total Cost of Service $ 	2,484,568,490 $ 	2,678,000,251 $ 	(32,358,663) $ 	161,073,097 6.5% 

'Test year revenues have been adjusted to normalize billing units and adjust for DCRF and TCRF 

Additional non-rate changes to these rate class schedules are generally described in the direct 

testimony of Mr. Troxle. 

b. 	Associated Retail Delivery Service Riders 

The Company proposes updates, deletions and additions to several of the riders currently 

associated with the base rate schedules. It proposes to update Rider RCE — Rate Case Expenses 

Surcharge to recover the rate case expenses determined to be reasonable by the Commission in 

this case, Rider TCRF — Transmission Cost Recovery Factor to reflect the Company's updated 

4CP class allocation factors and changes in wholesale transmission rates, and 

Rider DCRF — Distribution Cost Recovery Factor to reflect the results of this case. It proposes to 

delete Schedule TC — Transition Charges, Rider CTC — Competition Transition Charges, 

Rider SBF — System Benefit Fund, and Rider AMS — Advanced Metering System Surcharge. 
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These rate schedules and riders have expired or are no longer applicable. Finally, the Company 

proposes to add a new Rider UEDIT — Unprotected Excess Deferred Income Tax to refund to 

customers the balance of unprotected excess deferred income taxes resulting from the TCJA. 

c. 	Discretionary Services Charges 

CenterPoint Houston proposes to update the charges for the Discretionary Services to 

reflect CenterPoint Houston's current cost of providing such services. A summary of all 

Discretionary Service charge changes is attached as Exhibit MAT-6 to the direct testimony of Mr. 

Troxle, which is incorporated herein by reference. The Company is also proposing a new 

Discretionary Charge for customer-requested service calls related to Unmetered Service 

Attachments. The new charge is described in the direct testimony of Mr. Troxle and included in 

his Exhibit MAT-6. 

4. 	Other Retail Tariff Changes 

The Application also presents the Commission with the opportunity to improve the 

readability and clarity of language in the Company's tariffs. Accordingly, the Company proposes 

several Company-specific changes to various non-rate provisions in Chapters 2 and 6 of its Tariff 

for Retail Delivery Service, as shown in the redlined markup of the tariff attached as Exhibit 

MAT-8 to the direct testimony of Mr. Troxle. These changes primarily update the Company's 

tariffs to reflect the deletion of expired and redundant tariffs sheets and provisions, the reordering 

and renumbering of certain Chapter 6 sections, clarifications of language, clarifications regarding 

references to other tariff sections, the addition of new form agreements, and general improvements 

to readability and consistency across the entire tariff These changes also include a proposed "EV 

Construction Allowance" that would provide an additional allowance on top of the standard 

allowance in the Company's Construction Services Policy to help offset the amount of a 

customer's capital contribution for a customer-requested facility extension to an electric vehicle 
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charging station on the customer's premises only if the charging station would be open to the 

public. To consolidate all terms and conditions in one location, the Company's Construction 

Services Policy also contains the facility extension terms and conditions that are currently set out 

in the premium service discretionary rate schedule. A summary of these non-rate retail tariff 

changes is attached as Exhibit MAT-7 to the direct testimony of Mr. Troxle, which is incorporated 

herein by reference. 

2. 	Tariff for Wholesale Transmission Service 

The Tariff for Wholesale Transmission Service includes CenterPoint Houston's proposed 

wholesale transmission rate and the terms under which wholesale transmission service will be 

provided. The Company proposes changes to this tariff to reflect CenterPoint Houston's current 

cost of providing this service. The result of the change will update the Company's wholesale 

transmission service rate from $5.781925 per kW to $5.705672 per kW. 

D. Effect of Proposed Change on Company's Revenues 

The Application supports a net increase in retail transmission and distribution rates of 

approximately $154 million over adjusted test year revenues, which is an increase of 

approximately 7.4%. It also supports an approximately $6.8 million increase for wholesale 

transmission service, which is an increase of approximately 1.8%. The proposed increase 

constitutes a "major change" as that term is defined in PURA § 36.101. 

E. Rate Case Expenses 

CenterPoint Houston seeks recovery through Rider RCE of all reasonable rate case 

expenses incurred by the Company or by any intervening city awarded such recovery in this case 

and deferred costs from prior rate proceedings. 
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VI. REQUEST TO INSTALL VOLTAGE REGULATION BATTERY ASSETS 

CenterPoint Houston is requesting authority to install voltage regulation battery 

technology, when necessary and cost-effective, to provide voltage regulation associated with solar 

farms, wind generation, and other forms of distributed generation that are expected to be connected 

to the Company's facilities in the coming months and years. The request is a result of the 

Company's recent experience with the energization of a 5 megawatt ("MW") solar farm. 

Following the energization of the facility in early 2019, 4 MW of pump load was regularly being 

affected by voltage issues stemming from the solar farm's intermittency caused by cloud coverage. 

CenterPoint Houston studied various potential solutions to the intermittency issues. 

Traditional utility fixes that were explored included the building of a new distribution line solely 

for the solar farm, the installation of a new substation for the solar farm, and making modifications 

to an existing substation to create an express distribution circuit to the solar installation. The 

Company also studied battery storage systems. Ultimately, the most cost-effective solution for the 

issues caused by the facility was the creation of an express distribution circuit for the facility. 

However, the Company is confident that each solar farm, wind asset, and distributed generation 

facility will present its own interconnection and voltage regulation issues. As addressed in 

Company witness Julienne P. Sugarek's testimony, depending on a solar or wind farm's location, 

distance from Company facilities, and any constraints on existing facilities, the installation of a 

battery for voltage regulation purposes may be the most cost-effective solution. 

Accordingly, the Company requests (1) the authority to install voltage smoothing battery 

systems, when necessary and cost-effective, for voltage regulation purposes and (2) to include the 

cost of the systems in rate base as depreciated consistent with the new rate noted in Company 

witness Dane A. Watson's direct testimony. 
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VII. PROTECTIVE ORDER 

CenterPoint Houston has designated certain documents included in this Application as 

either Protected Material or Highly Sensitive Protected Material under the terms of the proposed 

protective order and anticipates it being necessary for the Company or other parties to submit 

additional documents containing confidential material during discovery in this case. The Company 

therefore requests approval of the proposed protective order included in Section VII of the rate 

filing package. The proposed protective order is the Commission protective order and has been 

approved in each of the Company's prior Distribution Cost Recovery Factor ("DCRF") 

proceedings. Until a protective order is issued in this proceeding, the Company will provide access 

to the confidential information submitted with this Application to parties that agree in writing to 

be bound by the proposed protective order as if it had been issued by the Commission. 

VIII. NOTICE 

On March 1, 2019, pursuant to PURA § 33.024, CenterPoint Houston provided notice of 

its intent to file a Statement of Intent to all municipalities with original jurisdiction over the 

Company's rates and services. Additionally, the Company intends to provide the following notice 

of this proceeding as required by 16 TAC § 22.51(a): 

• pursuant to 16 TAC § 22.51(a)(1), CenterPoint Houston intends to publish the form of 
notice attached as Exhibit B in the Houston Chronicle, a newspaper having general 
circulation in each county containing territory affected by the proceeding, once each 
week for four successive weeks; 

• pursuant to 16 TAC § 22.51(a)(2), CenterPoint Houston intends to mail the form of 
notice attached as Exhibit B to (a) each of the ERCOT wholesale transmission 
customers on the service list in Docket No. 48928, Commission Staff s Application to 
Set 2019 Wholesale Transmission Service Charges for the Electric Reliability Council 
of Texas and (b) each REP listed on the Commission's website as of the date on which 
notice is sent; 

• CenterPoint Houston will provide a copy of its statement of intent to the appropriate 
officer of each municipality in the Company's service area and will also provide each 
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municipality with a summary package of information, which will include a Summary 
of Proposed Rates by Customers and Rate Class, the Company's proposed electric 
tariffs, and testimony summaries; and 

• Consistent with General Instruction No. 13 in the Commission's IOU-T&DCOS-RFP 
instructions, CenterPoint Houston will provide all documents created in native 
electronic format (e.g., Microsoft Word, Microsoft Excel, or similar compatible 
formats) in the RFP, including testimony and schedules, to each party that participated 
in Docket No. 38339, the Company's last general rate case. 

CenterPoint Houston requests approval of its proposed form of notice prior to publishing and 

distributing that notice as indicated above. 

IX. REQUEST FOR RELIEF 

CenterPoint Houston requests that the Commission approve the rates requested in this 

Application and grant CenterPoint Houston such other relief to which it has shown itself entitled. 

Respectfully submitted, 

girm (IA -L- 
P ric H. Peters III 
Assistant General Counsel and 
Director of Regulatory Affairs 
CenterPoint Energy, Inc. 
1005 Congress Avenue, Suite 650 
Austin, Texas 78701 
512.397.3032 
512.897.8050 (fax) 
patrick.peters@centerpointenergy.com  

Mickey Moon 
Assistant General Counsel 
CenterPoint Energy, Inc. 
1111 Louisiana, 19th  Floor 
Houston, Texas 77002 
713.207.7231 
713.454.7197 (fax) 
mickey.moon@centerpointenergy.com  
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Ann Coffin 
Mark Santos 
Coffin Renner LLP 
1011 West 31' Street 
Austin, Texas 78705 
512.879.0900 
512.879.0912 (fax) 
ann.coffin@crtxlaw.com   
mark.santos@crtxlaw.com  

COUNSEL FOR CENTERPOINT ENERGY 
HOUSTON ELECTRIC, LLC 
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EXHIBIT A 

Municipalities in CenterPoint Houston's Service Area 

Municipalities that have relinquished original jurisdiction to the Public Utility Commission 
of Texas: 

Arcola Hitchcock Magnolia Piney Point Village 

Bayou Vista, Village of Humble Mont Belvieu Prairie View 

Beasley Iowa Colony Morgan's Point San Felipe 

Bonney Jacinto City Nassau Bay Stagecoach 

Brookshire Jamaica Beach Village Needville Tomball 

Cove Katy Old River-Winfree Waller 

Galena Park Kemah Orchard Wallis 

Hil!crest Village Kendleton Pattison 

Hilshire Village Liverpool Pine Island 

Municipalities that have retained original jurisdiction: 

Alvin Friendswood Oyster Creek Spring Valley 

Baytown Fulshear Pasadena Stafford 

Beach City Galveston Pearland Sugar Land 

Bellaire Hedwig Village Pleak Surfside Beach Village 

Brazos Country Houston Quintana Taylor Lake Village 

Brookside Village Hunters Creek Richmond Texas City 

Bunker Hill Jersey Village Richwood Thompsons 

Clear Lake Shores Jones Creek Rosenberg Tiki Island 

Clute Lake Jackson Sandy Point Webster 

Danbury La Marque Santa Fe West Columbia 

Deer Park La Porte Seabrook West University Place 

Dickinson League City Sealy Weston Lakes 

East Bernard Manvel Shoreacres Wharton 

El Lago Meadows Place Simonton 

Fairchilds Missouri City South Houston 

Freeport Oak Ridge North Southside Place 
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EXHIBIT B 

NOTICE OF RATE CHANGE REQUEST 

On April 5, 2019, CenterPoint Energy Houston Electric, LLC ("CenterPoint Houstoe or 

the "Company") filed with the Public Utility Commission of Texas (`Commissioe) a Statement 

of Intent and Application for Authority to Change Rates ("Application"). The Company is filing 

the Application in compliance with the rate review scheduling requirements under 16 Texas 

Administrative Code § 25.247(c)(2)(B) and the Company's commitment to the timing of a rate 

filing in Project No. 47945, Proceeding to Investigate and Address the Effects of the Tax Cuts and 

Jobs Act of 2017 on the Rates of Texas Investor-Owned Utility Companies. The Application has 

been assigned Docket No. 	 

The Application is based on a 12-month test year ending December 31, 2018, as adjusted 

for known and measurable changes. The Application supports a net increase in retail transmission 

and distribution rates of approximately $154 million over adjusted test year revenues, which is an 

increase of around 7.4%. It also supports an approximately $6.8 million increase for wholesale 

transmission service, which is an increase of around 1.8%. If approved and implemented through 

the Company's rates for Retail Delivery Service, the impact on a residential customer using 1,000 

kilowatt-hours ("kWh") per month would be an increase of approximately $2.38 or 5.19% per 

month. A customer with a retail plan that charges 12.5 cents per kWh would see their rate go to 

12.75 cents per kWh, or a 1.91% increase in their total bill. The extent to which these additional 

charges would be passed on by Retail Electric Providers ("REPs") is a function of the competitive 

market. The Company's proposed effective date of the requested rate change is May 10, 2019. 

CenterPoint Houston proposes to change delivery charges to reflect the revenue 

requirement by function as described in its proposed allocation study. The changes by rate class 

are reflected in the table below. 
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CURRENT AND PROPOSED CHARGES 

(General Rate Schedules) 

Current Proposed 
CLASS Type of Charge Charge Charge Inc. or Dec. Billing Unit 

RESIDENTIAL Customer $1.62 $2.48 $0.86 per meter 
Metering $3.85 $1.95 ($1.90) per meter 
Transmission $0.008439 $0.015080 $0.006641 per kWh 
Distribution $0.016489 $0.022680 $0.006191 per kWh 

SECONDARY =<10 Kva Customer $1.61 $2.44 $0.83 per meter 
(Small) Metering $4.41 $2.11 ($2.30) per meter 

Transmission $0.004437 $0.009020 $0.004583 per kWh 
Distribution $0.012218 $0.015510 $0.003292 per kWh 

SECONDARY >10 Kva Customer 
(Large) NON-IDR $2.26 $3.22 $0.96 per meter 

IDR $65.83 $48.28 ($17.55) per meter 
Metering 

NON-IDR $18.82 $6.90 ($11.92) per meter 
IDR $63.07 $79.91 $16.84 per meter 

Transmission 
NON-IDR $1.4318 $2.7140 $1.28 per NCP Kva 
IDR $2.2387 $4.0531 $1.81 per 4 CP Kva 

Distribution $3.059429 $4.835920 $1.77649 per Billing Kva 
PRIMARY Customer 

NON-IDR $3.58 $4.83 $1.25 per meter 
IDR $76.73 $61.26 ($15.47) per meter 

Metering 
NON-IDR $181.35 $285.55 $104.20 per meter 
IDR $138.40 $198.72 $60.32 per meter 

Transmission 
NON-IDR $1.7033 $2.7359 $1.03 per NCP Kva 
IDR $2.1546 $3.9405 $1.79 per 4 CP Kva 

Distribution $2.002820 $2.524110 $0.52 per Billing Kva 
TRANSMISSION Customer $154.44 $222.94 $68.50 per meter 

Metering $1,449.82 $1,456.82 $7.00 per meter 
Transmission $2.1188 $4.7203 $2.60 per 4 CP Kva 
Distribution $0.463296 $0.593150 $0.13 per 4 CP Kva 

Revenues by rate class and number of customers are provided below. 
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CENTERPOINT ENERGY HOUSTON ELECTRIC, LLC 

SUMMARY OF REVENUES BY RATE CLASS 

Number 

of 

Rate Class Description 	Customers 

Present 

Revenues' 

Proposed 

Revenues 

Rider 

UEDIT CI_ j@Lg_l e Change Pct 

(a) (b) (c) (d) = (b)+(c)-(a) (d)/(a) 

Residential 2,198,225 $ 	1,130,553,347 $ 	1,217,814,820 $ 	(17,253,347) $ 	70,008,125 6.2% 

Secondary <= 10kva 148,123 $ 	32,594,719 $ 	30,607,020 $ 	(431,501) $ 	(2,419,200) -7.4% 

Secondary > 10Kva 137,862 $ 	654,965,407 $ 	739,867,066 $ 	(10,489,328) $ 	74,412,331 11.4% 

Primary 999 $ 	66,701,177 $ 	70,089,549 $ 	(992,514) $ 	2,395,858 3.6% 

Transmission 204 $ 	143,211,958 $ 	162,433,957 $ 	(2,313,022) $ 	16,908,977 11.8% 

Miscellaneous Lighting 32,698 $ 	3,843,864 $ 	3,326,732 $ 	(44,200) $ 	(761,332) -19.8% 

Lighting 5,100 $ 	63,729,997 $ 	58,264,534 $ 	(834,750) $ 	(6,300,214) -9.9% 

Retail Electric Delivery Revenue 2,503,211 $ 	2,095,600,469 $ 	2,282,203,678 $ 	(32,358,663) $ 	154,244,545 7.4% 

WholesaleTransmission Revenue $ 	388,968,021 $ 	395,796,573 $ 	6,828,552 1.8% 

Total Cost of Service $ 	2,484,568,490 $ 	2,678,000,251 $ 	(32,358,663) $ 	161,073,097 6.5% 

'Test Year revenues have been adjusted to normalize billing units and adjust for DCRF and TCRF 

CenterPoint Houston's proposed tariff for Wholesale Transmission Service includes 

CenterPoint Houston's proposed wholesale transmission rate and the terms under which wholesale 

transmission service will be provided. The Company proposes changes to this tariff to reflect 

CenterPoint Houston's current cost of providing this service. The result of the change will update 

the Company's wholesale transmission service rate from $5.781925 per kW to $5.705672 per kW. 

In addition to new rates, CenterPoint Houston requests a prudency determination on all 

capital investment made in the system since January 1, 2010, the establishment of Rider UEDIT 

to continue returning to customers approximately $97 million for the excess deferred federal 

income tax unprotected balance resulting from the enactment of the Tax Cuts and Jobs Act of 

2017, and updated depreciation rates. CenterPoint Houston also seeks permission to install voltage 

regulation battery assets when necessary and cost-effective situations permit and the amendment 

of its Facilities Extension Policy to facilitate electric vehicle charging station development. 

Additional non-rate changes intended to improve the readability and clarity of the 

Company's tariffs are addressed in the direct testimony of Company witness Matthew A. Troxle. 

The Company is also proposing Rider RCE to recover rate case expenses determined to be 

reasonable by the Commission in this case. Finally, CenterPoint Houston proposes to update the 

charges for Discretionary Services to reflect CenterPoint Houston's current cost of providing such 

services, including its Non-Standard Metering Service Recurring Fee, of which the Company is 
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required to notify REPs prior to making any changes. Proposed changes to Discretionary Services 

charges are identified in Exhibit MAT-6 to the direct testimony of Mr. Troxle. 

The Application affects all REPs serving end-use retail electric customers in CenterPoint 

Houston's certificated service territory and will affect the retail electric customers of those REPs 

to the extent that the REPs pass along to their customers the charges under the Company's Tariff 

for Retail Delivery Service. The Application also affects all customers taking service under the 

Company's Tariff for Wholesale Transmission Service. 

Persons with questions or who want more information about the Application may contact 

CenterPoint Houston at 1111 Louisiana Street, Houston Texas 77002, or by calling Alice Hart at 

713-207-5322. In addition, questions may be sent to CEHERATECASE@CenterPointEnergy.com.  A 

complete copy of the filing will be available for inspection at the address listed above and at the 

Company's offices in Austin, Texas. 

Persons who wish to intervene in or comment upon these proceedings should notify the 

Commission as soon as possible, as an intervention deadline will be imposed. A request to 

intervene or for further information should be mailed to the Public Utility Commission of Texas, 

P.O. Box 13326, Austin, Texas 78711-3326. Further information may also be obtained by calling 

the Public Utility Commission at (512) 936-7120 or (888) 782-8477. Hearing- and speech-

impaired individuals with text telephones (TTY) may contact the Commission at (512) 936-7136. 

The deadline for intervention in the proceeding is 45 days after the date the application was filed 

with the Commission. The 45th  day after the date CenterPoint Houston filed its application is May 

20, 2019. 
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CERTIFICATE OF SERVICE 

I hereby certify that a true and correct copy of the foregoing document was served on all 

parties of record in this proceeding, the Public Utility Commission Staff, Office of Public Utility 

Counsel, and the attorneys of record to the parties in Docket No. 38339 by hand delivery, 

overnight delivery or first class mail on this 5th  day of April, 2019. 
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1 	 EXECUTIVE SUMMARY OF KENNY M. MERCADO 

	

2 	CenterPoint Energy Houston Electric, LLC (`CenterPoint Houston" or the 

	

3 	"Company") has a long history of providing safe, reliable, value-added service to our 

	

4 	customers. Since the Company's last base rate case, Docket No. 38339, Application of 

	

5 	CenterPoint Energy Houston Electric, LLC for Authority to Change Rates, the Company 

	

6 	has continued this tradition and successfully met the demands placed on our electric system 

7 by a growing economy. As a result, the Company now maintains and operates a 

	

8 	transmission and distribution system for the benefit of approximately 2.5 million metered 

	

9 	customers—nearly 400,000 more customers than the Company served when it filed its last 

	

10 	rate case in Docket No. 38339. 

	

11 	This filing presents both the opportunity to review investment and expenses that 

	

12 	CenterPoint Houston has incurred since the Company's last base rate case and to establish 

13 a solid foundation that will enable CenterPoint Houston to continue to meet the 

	

14 	expectations of our customers, respond to growth and support economic development 

	

15 	within the state of Texas. This is vitally important because residential customer growth in 

	

16 	the Company's service territory is expected to continue at a rate of approximately two 

	

17 	percent per year for the next 20 years and CenterPoint Houston must be solidly positioned 

	

18 	to respond to this demand. 

	

19 	In establishing new transmission and distribution rates for CenterPoint Houston, 

	

20 	the Company asks the Public Utility Commission of Texas ("Commission") to provide it 

	

21 	with the opportunity to earn a reasonable rate of return on its investment and to recover its 

	

22 	necessary expenses, so it can continue to provide safe and reliable electric service. As 

	

23 	shown in the Company's rate filing package, the total cost of service for CenterPoint 

24 Houston based on a test year ended December 31, 2018, as adjusted for known and 

Direct Testimony of Kenny M. Mercado 
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1 	measurable changes, is approximately $2.3 billion. This includes a proposed return on 

	

2 	equity of 10.4%, a capital structure of 50% debt and 50% equity, and a proposed overall 

	

3 	weighted cost of capital of 7.39% on a rate base of approximately $6.5 billion. It also 

	

4 	includes the investment of over $6 billion in transmission and distribution infrastructure 

	

5 	since the Company's last rate case. If approved and implemented through the rates for 

	

6 	Retail Delivery Service, the impact on a residential customer using 1,000 kilowatt-hours 

	

7 	per month would be an increase of approximately $2.38 per rnonth. 

	

8 	My testimony provides an overview of the Company's filing, its operations, and its 

	

9 	rate request. I also introduce the Company witnesses that support the requested rates. In 

10 addition, my testimony highlights the Company's commitment to its five core values: 

	

11 	Safety, Integrity, Accountability, Initiative and Respect. These values serve as the 

12 foundation that drives our actions and fosters our commitment to utilizing new and 

	

13 	innovative technology to enhance safety and performance. It also translates into a 

	

14 	workforce that is focused on the safe and reliable delivery of electric service and shares a 

	

15 	deep sense of duty to our communities and other stakeholders. 

	

16 	The testimony and material provided in this filing evidences the Company's 

	

17 	commitment to our customers and our dedication to delivering safe and reliable electricity, 

	

18 	service and value. I look forward to working with the Commission and all stakeholders to 

	

19 	ensure the new rates established for CenterPoint Houston continue to allow the Company 

	

20 	to make necessary investments in its system to safely and reliably serve its customers and 

	

21 	support economic growth throughout Houston and the state of Texas. 

Direct Testimony of Kenny M. Mercado 
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1 	 DIRECT TESTIMONY OF KENNY M. MERCADO 

	

2 	 I. INTRODUCTION 

	

3 	Q. PLEASE STATE YOUR NAME AND DESCRIBE YOUR EDUCATIONAL 

	

4 	AND PROFESSIONAL BACKGROUND. 

	

5 	A. 	My name is Kenny M. Mercado. I have been with CenterPoint Energy, Inc. 

	

6 	(cNr) and predecessor companies for the last 34 years. I began my career with 

	

7 	CenterPoint Energy Houston Electric, LLC (CenterPoint Houstorf or the 

	

8 	"Company") serving in a number of roles in the Company's Electrical Engineering 

	

9 	Department. I was named Service Area Manager for the Magnolia Park Service 

	

10 	Center in 1999, Manager of Purchasing & Logistics in 2001, and Service Area 

	

11 	Manager for the Bellaire Service Center in 2004. I was promoted to Vice President 

	

12 	of Distribution Operations in 2006. In 2008, I was named Division Senior Vice 

	

13 	President of Electric Operations and assumed responsibility for the financial and 

	

14 	operational performance of the Company's electric operations. I am currently 

	

15 	leading CNP's integration efforts with Vectren Corporation (Vectree). 

	

16 	 I have a Bachelor of Science degree in Electrical Engineering and a Master 

	

17 	of Science degree in Engineering Management from the University of Houston, and 

	

18 	an Executive MBA from Mays Business School at Texas A&M University. I am a 

	

19 	licensed Professional Engineer registered in the state of Texas. In addition, I 

	

20 	currently represent the Investor-Owned Utility segment on the ERCOT Board of 

	

21 	Directors, as well as serving on the Executive Committee of the Electric Power 

	

22 	Research Institute Research Advisory Committee. Beginning July 1, 2019, I will 

	

23 	also be serving as the President of the Board of Directors of the Southeastern 

	

24 	Electric Exchange, Inc. ("SEE"). 

Direct Testimony of Kenny M. Mercado 
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1 	Q. ON WHOSE BEHALF ARE YOU TESTIFYING EN THIS PROCEEDING? 

	

2 	A. 	I am testifying on behalf of CenterPoint Houston. 

3 Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS 

	

4 	PROCEEDING? 

	

5 	A. 	My testimony provides an overview of CenterPoint Houston and its operations. I 

	

6 	explain the Company's organizational and management structure and describe the 

	

7 	Company's commitment to its core values. I summarize the Company's rate filing 

	

8 	package, including the reasons and need for this filing and the witnesses testifying 

	

9 	in support of the request. I discuss the Company's efforts related to system safety 

	

10 	and reliability and the impact of economic and customer growth in the Company's 

	

11 	service territory since its last base rate case. Finally, I support the reasonableness 

	

12 	and necessity of the $10.4 million in test year expense for the Company's Safety & 

	

13 	Technical Training (Safety and Training') function the Company seeks to recover 

	

14 	in this case. 

	

15 	Q. HAVE YOU INCLUDED ANY EXHIBITS WITH YOUR TESTIMONY? 

	

16 	A. 	Yes. I supervised the preparation of the exhibits listed in the table of contents. 

	

17 	 II. COMPANY DESCRIPTION  

	

1 8 	Q. PLEASE DESCRIBE CENTERPOINT HOUSTON'S CORPORATE 

	

19 	STRUCTURE. 

	

20 	A. 	CenterPoint Houston is an indirect, wholly-owned subsidiary of CNP. 

	

21 	Headquartered in Houston, Texas, CNP is an energy delivery company with 

	

22 	regulated utility businesses in eight states and a competitive energy businesses 

	

23 	footprint in nearly 40 states. Through its electric transmission and distribution, 

	

24 	power generation and natural gas distribution businesses, CNP serves more than 

Direct Testimony of Kenny M. Mercado 
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seven million metered customers. 

affiliates is available in CNP's 

each of which can be found 
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Additional information concerning CNP and its 

2018 Annual Report and SEC Form 10-K filing, 

on CNP's website, www.centerpointenergy.com. 

4 Q. WHERE IS THE COMPANY'S PRINCIPAL OFFICE LOCATED, AND 

5 WHERE ARE ITS RECORDS KEPT? 

6 A. The Company's principal office in Texas is located at 1111 Louisiana Street, 

7 Houston, Texas, and its books, accounts, and records are kept at that same location. 

8 Q. PLEASE DESCRIBE THE ORGANIZATIONAL STRUCTURE OF THE 

9 COMPANY'S ELECTRIC OPERATIONS IN TEXAS. 

10 A. The Company's current organizational structure is shown in the Figure 1 below. 

11 Figure 1. Electric Operations Organizational Chart 

Tracy Bridge 
President Electric 

DMsion 

Dale Sodden Iartin Narendorf Randal Pryor 'enne Sugarek 
Division Vice Division Vice Division Vice Division Vice 
President for President for President for President for 

Engineering SE High Voltage Distribution Power Delivery 
Asset Optimization Operations Operations Solutions 

12 	Within these four divisions, a variety of personnel, materials, supplies, vehicles, 

13 	warehouses, offices, equipment and facilities located throughout CenterPoint 

Direct Testimony of Kenny M. Mercado 
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1 	Houston's service area support the transmission and distribution delivery system 

	

2 	around the clock every day of the year. 

3 Q. HOW MANY CUSTOMERS ARE SERVED BY CENTERPOINT 

	

4 	HOUSTON? 

	

5 	A. 	CenterPoint Houston serves approximately 2.5 million metered customers. The 

	

6 	Company's electric system covers approximately 5,000 square miles located in and 

	

7 	around Houston, Texas and is comprised of approximately 58,000 miles of 

	

8 	overhead and underground transmission and distribution lines. Company witness 

	

9 	Matthew A. Troxle calculates the adjusted test year average number of customers. 

	

10 	A map of the CenterPoint Houston service area appears in Exhibit KMM-1. 

11 Q. HOW DOES CENTERPOINT HOUSTON VIEW ITS ROLE IN 

	

12 	PROVIDING SERVICE TO ITS CUSTOMERS? 

	

13 	A. 	The Company is committed to safely and reliably delivering electricity to our 

	

14 	customers. In this regard, our activities are guided by five core values: Safety, 

	

15 	Integrity, Accountability, Initiative and Respect. The Company puts safety first in 

	

16 	everything it does and strives to create a culture of safety excellence. CenterPoint 

	

17 	Houston is committed to doing what is right and accepts personal responsibility for 

	

18 	our actions and decisions. The Company constantly looks for opportunities and 

	

19 	attempts to solve problems as soon as they arise, and shows respect to our customers 

	

20 	by giving our best effort every day. 

Direct Testimony of Kenny M. Mercado 
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1 Q. HOW DO THE COMPANY'S EMPLOYEES LIVE THE COMPANY'S 

	

2 	CORE VALUES ON A DAY-TO-DAY BASIS? 

	

3 	A. 	The Company places a high priority on sustaining a strong culture of ethics and 

	

4 	mutual respect at all levels. For example, CNP's emphasis on volunteerism led its 

	

5 	employees to contribute more than 112,000 volunteer hours and to donate 

	

6 	approximately $9.5 million to non-profit organizations in 2018. 

7 Q. HAS THE COMPANY BEEN RECOGNIZED FOR ANY PARTICULAR 

	

8 	SUCCESSES SINCE ITS LAST RATE CASE, DOCKET NO. 38339? 

	

9 	A. 	Yes, it has. Most recently, in 2018, CNP was recognized by the Texas Diversity 

	

10 	Council as a Top 25 Company for Diversity in Texas. Other Company awards 

	

11 	include: 

	

12 	 • Site Selection Magazine Top Utility — for economic developrnent, 2016; 

	

13 	 • International Smart Grid Action Network — Award of Excellence — for Grid 

	

14 	 Reliability, 2016; 

	

15 	 • SEE Industry Excellence Award — Cable Life Extension Program, 2016; 

	

16 	 and 

	

17 	 • Edison Electric Institute's (EEP) Emergency Recovery and Emergency 

	

18 	 Assistance Awards for storm recovery in Sealy, Texas in May 2017, 

	

19 	 Hurricane Harvey in August 2017, Hurricane Irma in September 2017, and 

	

20 	 Hurricane Michael, which impacted Florida in October 2018. 

	

21 	In all, CenterPoint Houston has received 12 EEI emergency response awards in 

	

22 	recognition of its outstanding efforts to restore service following a storm or other 

	

23 	natural disaster. 
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1 Q. HAVE THE COATPANY'S EFFORTS PROVIDED VALUE TO ITS 

	

2 	CUSTOMERS? 

	

3 	A. 	Yes. CenterPoint Houston is committed to putting the customer at the center of 

	

4 	everything we do and our customer service organization prides itself on its ability 

	

5 	to consistently provide reliable, value-added service to customers. This emphasis 

	

6 	on customer service and reliable performance has led our customers to highly value 

	

7 	the service we provide. For example, the 2018 American Customer Satisfaction 

	

8 	Index (based on 2017 ACSI Energy Utility Sector Study) found CenterPoint 

	

9 	Houston to be a leader in the Energy Utility Sector in the following categories: 

	

10 	 • #1 in Customer Satisfaction; 

	

11 	 • #1 in Perceived Value; 

	

12 	 • #1 in Customer Retention; 

	

13 	 • Sector Leader in Customer Loyalty; 

	

14 	 • Sector Leader in Perceived Overall Quality; 

	

15 	 • #1 in Efforts to Support Green Programs; and 

	

16 	 • #1 in Customers trust of the utility. 

	

17 	Company witnesses Rebecca Demarr and Diane M. Englet provide additional detail 

	

18 	regarding the broad recognition the Company has received for its customer service 

	

19 	and other activities. 

	

20 	Q. HOW DOES THE COMPANY ENSURE SAFETY AND RELIABILITY ON 

	

21 	A DAY-TO-DAY BASIS? 

	

22 	A. 	Our employees adhere to the guiding principles of Compliance, Accountability, 

	

23 	Continuous Improvement, and Customer and Community Focus. CenterPoint 

	

24 	Houston employees and contractors are expected to abide by all applicable laws, 

Direct Testimony of Kenny M. Mercado 
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1 	regulations, Company policies, procedures and guidelines for safely working and 

	

2 	operating the Company's systems. Employees are held accountable for reporting 

	

3 	incidents, and unsafe practices and conditions, so they can be promptly addressed. 

	

4 	The Company continually works to improve by embracing innovation and 

	

5 	technology that enhances performance. And, CenterPoint Houston develops and 

	

6 	maintains safety programs to educate and inform customers and the public in the 

	

7 	communities where we operate. 

	

8 	Q. WHAT HAS THE COMPANY DONE SINCE ITS LAST RATE CASE TO 

	

9 	ENHANCE SYSTEM SAFETY AND RELIABILITY? 

	

10 	A. 	CenterPoint Houston has implemented a number of programs and initiatives 

	

11 	designed to enhance the safety and reliability of the Distribution Delivery System, 

	

12 	including a Pole Maintenance Program, Underground Residential Distribution 

	

13 	Cable Life Extension Program, Meter Maintenance Program, Meter Inspection 

	

14 	Program, Vegetation Management Program, Feeder Inspection Program, Pole Top 

	

15 	Switch Inspection Program, Power Factor Program, Infra-Red Program, Root 

	

16 	Cause Analysis Program, Hot Fuse Program and Distribution Automation Program. 

	

17 	CenterPoint Houston's experiences with Hurricanes Ike and Harvey have 

	

18 	additionally led the Company to engage in system hardening and resilience 

	

19 	activities. As discussed in Company witness Randal M. Pryor's testimony, the 

	

20 	Company spent approximately $223 million in proactive trimming, hazard tree 

	

21 	removal, and reactive tree trimming over the last eight years. In addition, the 

	

22 	Company not only completed raising the entire Memorial substation in response to 

	

23 	the extreme flooding that accompanied Hurricane Harvey, but also has additional 
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1 
	

projects underway to raise the control houses at other substations. These and other 

	

2 
	

storm hardening activities' are designed to improve system performance during and 

	

3 
	

after major weather events. The Company has also continued to modernize its 

	

4 
	

practices and infrastructure through the completion of its deployment of advanced 

	

5 
	

meters and the automation of over 20% of its overhead circuits as part of its 

	

6 
	

Intelligent Grid initiative. The programs described above are each discussed in 

	

7 	detail by Company witnesses Dale Bodden, Julienne P. Sugarek, 

	

8 	Shachella D. James, and Mr. Pryor. 

9 Q. CAN YOU BRIEFLY DISCUSS CNP'S RECENT ACQUISITION OF 

	

1 0 	VECTREN? 

	

11 	A. 	Yes. In April 2018, CNP entered into an agreement and plan of merger with 

	

12 	Vectren. Following the satisfaction of various closing conditions, including federal 

	

13 	and state regulatory approvals, the transaction closed on February 1, 2019. 

	

14 	Q. PLEASE BRIEFLY DESCRIBE VECTREN'S CURRENT OPERATIONS. 

	

15 	A. 	With respect to Vectren's utilities, its natural gas operations (comprised of Indiana 

	

16 	Gas Company, Inc., Vectren Energy Delivery of Ohio, Inc. and Southern Indiana 

	

17 	Gas and Electric Company) provide natural gas distribution and transportation 

	

18 	services to nearly 67% of Indiana and about 20% of Ohio, primarily in the west- 

	

19 	central area. Its electric operations (comprised of Indiana Electric) provide electric 

	

20 	transmission and distribution services to southwestern Indiana, and include power 

	

21 	generating and wholesale power operations. In total, these utility operations supply 

I  See Report for Electric Utility Infrastructure Storm Hardening Pursuant to P.UC Subst R. 25.95, Project 
No. 39339, CenterPoint Energy Houston Electric, LLC Storm Hardening Report Summary (May 1, 2018). 
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1 	natural gas and electricity to over one million customers in Indiana and Ohio. 

	

2 	Vectren also has activities in infrastructure and energy services businesses. 

	

3 	Q. WILL CENTERPOINT HOUSTON CUSTOMERS BE RESPONSIBLE FOR 

	

4 	ANY VECTREN-RELATED TRANSACTION COSTS? 

	

5 	A. 	No. CNP will not seek recovery of any transaction costs from Texas electric 

	

6 	customers. 

7 Q. DID THE ACQUISITION OF VECTREN IMPACT THE DAY-TO-DAY 

	

8 	OPERATIONS OF CENTERPOINT HOUSTON DURING THE TEST 

	

9 	YEAR? 

10 A. No. 

	

11 	Q. IS THE ACQUISITION OF VECTREN EXPECTED TO IMPACT THE 

	

12 	DAY-TO-DAY OPERATIONS OF CENTERPOINT HOUSTON MOVING 

	

13 	FORWARD? 

14 A. No. 

15 Q. PLEASE DESCRIBE THE INTEGRATION EFFORTS THAT ARE 

	

16 	UNDERWAY TO COMBINE THE COMPANIES. 

	

17 	A. 	CNP and Vectren are both committed to seamlessly integrating our talent, 

	

18 	processes, systems and infrastructure into a combined company. These integration 

	

19 	efforts are ongoing. The ultimate impact of integration on CNP will not be known 

	

20 	for some time. Company witness M. Shane Kimzey provides additional 

	

21 	information regarding the merger in his direct testimony. 
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1 	 III. OVERVIEW OF THE COMPANY'S RATE CASE FILING  

2 Q. WHY IS THE COMPANY FILING THIS CASE AND WHAT DOES IT 

	

3 	HOPE TO ACCOMPLISH? 

	

4 	A. 	The Company is making this filing in compliance with the rate case review schedule 

	

5 	requirements under 16 Texas Administrative Code § 25.247(c)(2)(B) ("TAC") and 

	

6 	its commitment to the timing of a rate filing in Project No. 47945, Proceeding to 

	

7 	Investigate and Address the Effects of the Tax Cuts and Jobs Act of 2017 on the 

	

8 	Rates of Texas Investor-Owned Utility Companies. This filing will allow the Public 

	

9 	Utility Commission of Texas ("Commission") to determine the prudence of the 

	

10 	capital investment made in the CenterPoint Houston system since the test year in 

	

11 	the Company's last base rate case, Docket No. 38339. As part of this rate filing, 

	

12 	the Company also proposes to update depreciation rates, address the accumulated 

	

13 	deferred federal income tax balances that resulted from the Tax Cuts and Jobs Act 

	

14 	of 2017 ("TCJA"), and set rates that are reflective of the Company's current 

	

15 	reasonable and necessary cost of service and operations. Moving forward, the filing 

	

16 	will allow the Company to address its current revenue requirement deficiency so 

	

17 	the Company may continue investing in safe and reliable infrastructure now and in 

	

18 	the future. 

19 Q. HAS THE CURRENT REGULATORY FRAMEWORK IN TEXAS 

	

20 	ENABLED THE COMPANY TO INVEST IN SAFE AND RELIABLE 

	

21 	INFRASTRUCTURE SINCE DOCKET NO. 38339? 

	

22 	A. 	Yes. The current regulatory framework combined with the Company's existing 

	

23 	base rates and 10% return on equity (ROE") set in the Company's last base rate 

	

24 	case have allowed CenterPoint Houston to make necessary investments in its 
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1 	system. In particular, the periodic adjustments CenterPoint Houston is able to make 

	

2 	to its base rates through Transmission Cost of Service ("TCOS") adjustments in 

	

3 	accordance with 16 TAC § 25.192 and Distribution Cost Recovery Factor 

	

4 	("DCRP) adjustments in accordance with the Public Utility Regulatory Act 

	

5 	("PURA") and 16 TAC § 25.243 have allowed the Company to gradually modify 

	

6 	its rates to track ongoing changes in its invested capital, thereby avoiding the 

	

7 	necessity for an even larger incremental rate change in this proceeding. These 

	

8 	mechanisms, combined with the Company's disciplined financial approach and 

	

9 	adherence to its core values, have enabled the Company to maintain its credit rating 

	

10 	so it can access the credit markets on reasonable terms to obtain the capital required 

	

11 	to invest in system safety and reliability, and to operate through and make necessary 

	

12 	repairs following Hurricane Harvey. As I discuss below, however, Commission 

	

13 	approval of an updated capital structure and return on equity are necessary to 

	

14 	maintain this constructive framework going forward in light of the impacts of 

	

15 	customer growth and the TCJA on CenterPoint Houston. 

16 Q. HOW HAS GROWTH IMI'ACTED THE COMPANY SINCE ITS LAST 

	

17 	BASE RATE PROCEEDING? 

	

18 	A. 	Growth in the Company's service territory and the state of Texas has been the 

	

19 	primary driver of investment and operations and maintenance ("O&M") expense 

	

20 	since the final order was issued in Docket No. 38339. Since January 1, 2010, 

	

21 	CenterPoint Houston has invested over $6 billion in transmission and distribution 

	

22 	infrastructure to safely and reliably support economic and population growth in 

	

23 	Houston and its surrounding cities. This investment has allowed CenterPoint 
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1 	Houston to extend service to nearly 400,000 new customers. Additionally, 

	

2 	CenterPoint Houston has installed almost 2.5 million advanced meters and 

	

3 	improved the intelligence and resiliency of its transmission and distribution system. 

	

4 	With customer growth in the Company's service territory expected to continue at 

	

5 	approximately two percent per year for the next 20 years, it is important through 

	

6 	this filing to establish rates that will allow CenterPoint Houston to continue to 

	

7 	efficiently and innovatively meet the needs of its customers for years to come. 

8 Q. HAS GROWTH IN THE COMI3ANY'S SERVICE TERRITORY BEEN 

	

9 	LIMITED TO RESIDENTIAL CUSTOMERS? 

	

10 	A. 	No. As a port city and trade center, economic and industrial growth in the Houston 

	

11 	area has been a key driver of the Company's investment needs. Over 40,000 of the 

	

12 	customers that CenterPoint Houston added between January 2010 and the end of 

	

13 	the test year were non-residential customers. Customer count for the Company's 

	

14 	largest customers that take service at the transmission level increased by almost 

	

15 	23% since the Company's last rate case. As a result, electric sales to the 

	

16 	transmission class have grown at a rate of almost four percent over the same 

	

17 	timeframe. Included amongst these new large customer additions is the Freeport 

	

18 	Liquefied Natural Gas facility on Quintana Island, which alone has a net forecasted 

	

19 	load of 708MW, as well as 180MW of additional customer load in the Mont Belvieu 

	

20 	area. Over the next couple of years, the Company plans to energize approximately 

	

21 	350MW of projects that it has under contract in its service territory. The Company 

	

22 	is also currently studying projects with potential added aggregate demand of 
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1 	approximately 880MW. Please see the testimony of Company witness 

	

2 	Martin W. Narendorf for further discussion of these large non-residential projects. 

3 Q. HOW HAS ECONOMIC GROWTH IN THE COMPANY'S SERVICE 

	

4 	TERRITORY IMPACTED THE COMPANY'S NEED TO INVEST IN ITS 

	

5 	SYSTEM? 

	

6 	A. 	Houston is a vibrant, growing, international port city and trade hub. The Port of 

	

7 	Houston complex alone ranked first in the United States in foreign waterborne 

	

8 	tonnage, second in total foreign and domestic waterborne tonnage, and third in 

	

9 	terms of total foreign cargo value. It is the largest port in Texas and largest Gulf 

	

10 	Coast container port, handling 69% of United States Gulf Coast container traffic. 

	

11 	Similarly, the Texas Medical Center is the largest medical complex in the world, 

	

12 	with an estimated 10 million patients per year visiting a campus of over 50 million 

	

13 	square feet. Investments necessary to connect large scale commercial operations 

	

14 	to the Company's system, such as those described in the testimony of 

	

15 	Mr. Narendorf, serve to ensure the continued economic success of Houston, the 

	

16 	state of Texas, and the country. That investment has been a necessary component 

	

17 	of the area's economic growth and driver of the Company's capital investment plan. 

18 Q. HAVE CUSTOMER AND ECONOMIC GROWTH IMPACTED THE 

	

19 	COMPANY'S ONGOING FINANCING NEEDS? 

	

20 	A. 	Yes. As discussed in the direct testimony of Company witness Robert B. McRae, 

	

21 	two factors outside of the Company's control—growth in the Company's service 

	

22 	territory, which has materially increased the level of capital investment required on 

	

23 	an annual basis and the TCJA, which has significantly reduced the Company's cash 
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1 	flow—are materially impacting CenterPoint Houston's credit metrics. In 

	

2 	particular, reduced cash from operations and earnings before interest, taxes, 

	

3 	depreciation, and amortization metrics have the strong potential to cause rating 

	

4 	agencies to issue lower credit ratings for CenterPoint Houston absent a constructive 

	

5 	response from the Commission that includes an increase in the Company's 

	

6 	authorized equity ratio and ROE. Put differently, two very good things for 

	

7 	customers (strong economic growth in the Houston area and tax relief) will 

	

8 	negatively impact the Company's financial condition if its capital structure and 

	

9 	ROE are not adjusted to reflect a higher equity ratio and the higher cost of equity. 

	

10 	 In order to counter this negative impact and facilitate CenterPoint Houston's 

	

11 	ability to respond to economic growth, the Company is requesting a capital 

	

12 	structure of 50% equity and 50% long-term debt and an ROE of 10.4%. Mr. McRae 

	

13 	explains that a 50% equity ratio will help CenterPoint Houston maintain its current 

	

14 	A- issuer rating. Company witness Robert. B. Hevert explains that an ROE of 

	

15 	10.4% will continue to allow the Company to attract capital and fund the necessary 

	

16 	system investment required to safely and reliably respond to system growth, and 

	

17 	efficiently and innovatively meet the needs of its customers. 

18 Q. PLEASE DESCRIBE CENTERPOINT HOUSTON'S FILING IN THIS 

	

19 	CASE. 

	

20 	A. 	The Company's filing has been prepared consistent with the requirements of PURA 

	

21 	and the Commission's Substantive and Procedural Rules, including the Investor- 

	

22 	Owned Utility Transmission and Distribution Cost of Service Rate Filing Package, 

	

23 	adopted by the Commission on November 19, 2015. CenterPoint Houston's filing 
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1 	is based on a test year ended December 31, 2018. In addition to the Company's 

	

2 	Application and Statement of Intent, the components of the filing include the sworn 

	

3 	direct testimony of 26 internal and external witnesses (some of whom cover 

	

4 	multiple subjects), direct testimony workpapers, revised tariffs, required schedules, 

	

5 	and schedule workpapers. The filing reflects the considerable efforts of many 

	

6 	Company employees and additional external resources, and it provides an accurate 

	

7 	and transparent view of our business. The witnesses submitting direct testimony in 

	

8 	support of CenterPoint Houston's Application and the topics they address are 

	

9 	described in the table attached to my testimony as Exhibit KMM-2. 

	

10 	Q. WHAT IS THE TOTAL COST CENTERPOINT HOUSTON INCURS TO 

	

11 	PROVIDE SERVICE TO ITS CUSTOMERS? 

	

12 	A. 	As described and supported in the Company's Rate Filing Package, CenterPoint 

	

13 	Houston's total cost of service based on a test year ended December 31, 2018, as 

	

14 	adjusted for known and measurable changes, is approximately $2.3 billion. This 

	

15 	includes a proposed ROE of 10.4%, a capital structure of 50% debt and 50% equity, 

	

16 	and a proposed overall weighted average cost of capital of 7.39% on a rate base of 

	

17 	approximately $6.5 billion. As demonstrated by Company witness Kristie L. 

	

18 	Colvin's testimony, the Company has prepared the filing using actual test year 

	

19 	books and records, adjusted for known and measurable changes, and using 

	

20 	traditional and widely accepted ratemaking principles. 
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1 Q. WHAT EFFECT WOULD THE COMPANY'S PROPOSED RATE 

	

2 	INCREASE HAVE ON RESIDENTIAL CUSTOMERS? 

	

3 	A. 	The Company is requesting approval of a rider ("Rider UEDIT") that will allow the 

	

4 	Company to continue to pass on benefits of the TCJA to customers. Accounting 

	

5 	for the effects of Rider UEDIT, the Company's filing shows an increase for 

	

6 	residential customers over adjusted test year Retail Electric Delivery revenues of 

	

7 	approximately $70 million, or approximately 6.2%. If approved and implemented 

	

8 	through the rates for Retail Delivery Service, the impact on a residential customer 

	

9 	using 1,000 kilowatt-hours ("kWh") per month would be an increase of 

	

10 	approximately $2.38 per month. A customer with a retail plan that charges 

	

11 	12.51 cents per kWh would see their rate go to 12.75 cents per kWh, or a 1.91% 

	

12 	increase in their total bill. The extent to which these additional charges would be 

	

13 	passed on by Retail Electric Providers is a function of the competitive market. 

14 Q. WHAT ARE THE PRIMARY DRIVERS OF THE REVENUE 

	

15 	REQUIREMENT IN THIS CASE? 

	

16 	A. 	As noted above, the primary drivers are growth related and include the increase in 

	

17 	transmission charges for access to the Electric Reliability Council of Texas 

	

18 	("ERCOT") system that CenterPoint Houston incurs. Since the Company's last 

	

19 	rate case, CenterPoint Houston has seen these transmission costs increase by 

	

20 	approximately $344 million. In addition, CenterPoint Houston's total plant in 

	

21 	service since the end of the test year presented in Docket No. 38339 has increased 

	

22 	approximately $4.3 billion. This investment includes 6,543 additional miles of 

	

23 	distribution lines, 80 new miles of transmission lines, six new distribution 
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1 	substations and six new transmission substations, and associated plant in service 

	

2 	necessary to meet the demands of a growing service territory. Similarly, day-to- 

	

3 	day O&M expense levels for activities such as vegetation management, external 

	

4 	contractor costs, property taxes, municipal franchise fees, and labor and benefits 

	

5 	expense, have been impacted by the nearly 20% increase in customer counts over 

	

6 	the past nine years. Additionally, the Company's need to install technology 

	

7 	upgrades and conversions required to maintain support or ensure data and 

	

8 	cybersecurity are impacting the Company's cost of service. As discussed in the 

	

9 	direct testimonies of CenterPoint Houston's witnesses, these are reasonable and 

	

10 	necessary costs incurred to safely and reliably serve the Company's larger and 

	

11 	expanding footprint. 

12 Q. ARE ANY OTHER FACTORS RELEVANT WHEN EVALUATING 

	

13 	CENTERPOINT HOUSTON'S CURRENT REVENUES COMPARED TO 

	

14 	ITS REQUESTED REVENUE REQUIREMENT AND CURRENT RATE 

	

15 	DEFICIENCY? 

	

16 	A. 	Yes. As a result of the enactment of the TCJA, the Company's current DCRF and 

	

17 	TCOS rates include one-time adjustments to refund certain 2018 tax expense 

	

18 	amounts. The impact of these one-time TCJA-related refunds is currently reducing 

	

19 	the Company's annual revenues below what they would normally be, absent the tax 

	

20 	change. Please see the direct testimonies of Mr. Troxle, Ms. Colvin and Company 

	

21 	witness Charles W. Pringle for discussion of how CenterPoint Houston's revenue 

	

22 	requirement was calculated and the impact of tax reform on the Company. 
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1 Q. HAS CENTERPOINT HOUSTON WORKED TO SUCCESSFULLY 

	

2 	REDUCE CERTAIN COMPONENTS OF ITS COST OF SERVICE? 

	

3 	A. 	Yes. While the amounts paid to other transmission providers in ERCOT are outside 

	

4 	the Company's control, it has been able to reduce certain components of its cost of 

	

5 	service through prudent practices. For example, CenterPoint Houston has been able 

	

6 	to take advantage of capital market conditions to lower CenterPoint Houston's cost 

	

7 	of debt from 6.74% to 4.38%, as discussed in Mr. McRae's direct testimony, and 

	

8 	has reduced its Cash Working Capital Requirements by almost 50% since 

	

9 	Docket No. 38339, as discussed in Company witness Timothy S. Lyons direct 

	

10 	testimony. In addition, Rider UEDIT will return approximately $97 million to 

	

11 	customers over the next three years. 

	

12 	Q. HAS THE COMPANY PROVIDED A SUMMARY COMPARISON OF THE 

	

13 	PROPOSED COST OF SERVICE AND THE APPROVED COST OF 

	

14 	SERVICE IN DOCKET NO. 38339? 

	

15 	A. 	Yes. Consistent with Rate Case General Instruction 2, my Exhibit KMM-3 contains 

	

16 	a comparison of the rate base, rate of return, sales/other revenues, operating 

	

17 	expenses by major category, and operating income as authorized in CenterPoint 

	

18 	Houston's last rate case and as proposed in this proceeding. 

	

19 	Q. IS THE COMPANY MAKING ANY OTHER REQUESTS IN THIS CASE? 

	

20 	A. 	Yes. The Company seeks approval of various tariff and rate schedule changes, 

	

21 	including, as noted above, the establishment of Rider UEDIT, which will continue 

	

22 	to return to customers approximately $97 million in accumulated deferred federal 

	

23 	income tax unprotected balances that resulted from the TCJA. Other tariff revisions 
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1 	include updated or clarifying language throughout its tariffs for Retail Delivery 

	

2 	Service and service rules and regulations, facilities extension policy changes for 

	

3 	electric vehicle charging infrastructure, and permission to install voltage regulation 

	

4 	battery assets, when necessary and cost-effective situations permit. CenterPoint 

	

5 	Houston also seeks to update its depreciation rates and property insurance reserve. 

	

6 	And, the Company requests approval of a Rate Case Expense Recovery Rate 

	

7 	Schedule that provides for the recovery of the reasonable rate case expenses 

	

8 	incurred in this proceeding and deferred costs from prior rate proceedings. 

	

9 	 With respect to the cost of service portion of its request, the Company's 

	

10 	filed cost of service data demonstrates that CenterPoint Houston's annual cost of 

	

11 	service totals approximately $2.3 billion while current annual revenues are 

	

12 	approximately $2.1 billion. Consequently, there is a total annual net revenue 

	

13 	deficiency under existing rates of approximately $154 million, after adjustments 

	

14 	for known and measurable changes, and incorporating the effects of Rider UEDIT. 

	

15 	The Company proposes to eliminate this annual earnings deficiency and to have its 

	

16 	rates set at a level to provide it a reasonable opportunity to earn a reasonable ROE 

	

17 	of 10.4%. 

	

18 	Q. HAS THE COMPANY SOUGHT TO CONTROL O&M EXPENSE SINCE 

	

19 	ITS LAST GENERAL RATE CASE? 

	

20 	A. 	Yes. The Company works hard to control its operating costs while continuing to 

	

21 	provide safe and reliable service at reasonable rates and has a number of processes 

	

22 	and procedures in place to ensure the Company's costs are properly managed and 

	

23 	remain at reasonable levels. The testimonies of Mr. Pryor, Mr. Narendorf, 
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1 	Ms. Bodden, Ms. Sugarek, Ms. James and Company witness Michelle M. 

	

2 	Townsend discuss various cost control initiatives implemented by CenterPoint 

	

3 	Houston, as well as the Company's efforts and processes to monitor and control 

	

4 	costs on a daily basis. Despite continuous cost control efforts, operating expenses 

	

5 	associated with new installations, regulatory compliance, and maintenance 

	

6 	activities within the division are rising as the Company responds to growth in its 

	

7 	service territory. These costs are necessary to serve continuous load growth and to 

	

8 	sustain our commitment to safety and reliability. 

	

9 	Q. HOW DOES THE COMI'ANY PROPOSE TO RECOVER REASONABLE 

	

1 0 	RATE CASE EXPENSES? 

	

11 	A. 	As discussed in more detail in Mr. Troxle's testimony, the Company is including a 

	

12 	rate case expense recovery rider in its filing package to ensure that the Company 

	

13 	can recover the reasonable and reimbursable rate case expenses incurred in this 

	

14 	proceeding, as well as other prior rate proceedings for which rate case expense 

	

15 	recovery is appropriate. Company witness Myles F. Reynolds supports CenterPoint 

	

16 	Houston's rate case expense request. 

17 Q. IS THE COMPANY ALSO SEEKING RATE RELIEF IN THE 

	

1 8 	INCORPORATED AREAS OF CENTERPOINT HOUSTON? 

	

19 	A. 	Yes. Concurrent with this filing, the Company is filing Statements of Intent and 

	

20 	underlying support with each of the cities in CenterPoint Houston's service area 

	

21 	retaining original jurisdiction. CenterPoint Houston has calculated its proposed 

	

22 	rates on a system-wide basis. Accordingly, the proposed rates and tariff changes 

	

23 	filed with the cities are identical to the proposed rates and tariff changes filed with 
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1 	the Commission. The Company anticipates that it will appeal and consolidate with 

	

2 	this docket any municipal actions as they occur. 

3 Q. HAVE SOME CITIES SURRENDERED THEIR ORIGINAL 

	

4 	JURISDICTION TO THE COMMISSION? 

	

5 	A. 	Yes. Currently, 34 cities have surrendered their original jurisdiction to the 

	

6 	Commission. The cities that have surrendered original jurisdiction to the 

	

7 	Commission are identified in Exhibit MAT-9 of Mr. Troxle's direct testirnony. 

	

8 	 IV. SAFETY & TECHNICAL TRAINING  

9 Q. WHAT ROLE DOES SAFETY AND TRAINING SERVE IN THE 

	

1 0 	COAWANY'S ELECTRIC OPERATIONS? 

	

1 1 	A. 	The Company is committed to the protection of our employees, contractors, 

	

12 	systems, our custorners and communities. Our goal is to maintain a safe work 

	

13 	environment and deliver electricity safely to the customers and communities we 

	

14 	serve. As a result, CenterPoint Houston is guided by the following principles: 

	

15 	(1) compliance with applicable safety laws and regulations; (2) understanding and 

	

16 	incorporating safety responsibilities into daily work activities, and being 

	

17 	accountable for reporting incidents, injuries and unsafe practices or conditions so 

	

18 	they can be promptly addressed and corrected; (3) continuous improvement in our 

	

19 	safety performance and culture; (4) the development and rnaintenance of effective 

	

20 	safety programs that educate and inform custorners and the public in the 

	

21 	communities where we operate; and (5) the development and implementation of 

	

22 	technical training programs to develop the technical skills of the Company's field- 

	

23 	based workforce. 
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1 Q. WHAT AMOUNT OF TEST YEAR EXPENSE IS CENTERPOINT 

	

2 	HOUSTON SEEKING TO INCLUDE IN RATES FOR SAFETY AND 

	

3 	TRAINING? 

	

4 	A. 	For the test year, CenterPoint Houston seeks to recover approximately 

	

5 	$10.4 million in direct O&M expense for Safety and Training. 

6 Q. PLEASE DESCRIBE THE CURRENT SAFETY AND TRAINING 

	

7 	ORGANIZATION STRUCTURE? 

	

8 	A. 	The Safety and Training organization provides support services to CenterPoint 

	

9 	Houston and all other Company affiliates. The functional departments within the 

	

10 	Safety and Training organization are reflected in Figure 2 below: 

	

1 1 	 Figure 2. Enterprise Safety & Training Organization Chart 
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1 Q. WHAT ARE THE RESPONSIBILITIES OF THE SAFETY AND 

	

2 	TRAINING ORGANIZATION? 

	

3 	A. 	The responsibilities of the Safety and Training Organization are explained by its 

	

4 	two primary functions: Safety and Training. Safety is a centralized support 

	

5 	organization that provides safety-related support services and management 

	

6 	oversight for business unit-specific functions as well as operations support to gas 

	

7 	and electric utility operations and energy services. Safety has responsibility for five 

	

8 	of the functions shown in Figure 2 above. Safety Assurance is responsible for 

	

9 	ensuring compliance with applicable federal, state, and local safety regulations and 

	

10 	standards as well as contractor safety oversight. This function ensures proper 

	

11 	certification and testing of commercial motor vehicle drivers; employee workplace 

	

12 	exposure monitoring and protection; oversight of incident investigations and 

	

13 	corrective action implementation; and management of behavior-based employee 

	

14 	safety programs. Electric Safety is responsible for oversight of employee safety 

	

15 	and health programs, including safety training, field operations inspections, safe 

	

16 	work practice development, and facility audits for electric utility operations. Safety 

	

17 	Program Administration is responsible for managing cases related to employee 

	

18 	work-related injuries, Occupational Safety & Health Administration ("OSHA") 

	

19 	recordkeeping, safety metric tracking, benchmarking and reporting, employee 

	

20 	safety communications, and employee workplace exposure monitoring and testing. 

	

21 	Public Safety is responsible for providing electric safety awareness and education 

	

22 	on the dangers of electricity and measures to avoid incidents around electric utility 

	

23 	facilities to the public and various third-party organizations such as contractors and 
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1 	emergency responders. This group also investigates incidents involving members 

	

2 	of the public coming into contact with electric utility assets. 

	

3 	 Training is a centralized support organization that provides training-related 

	

4 	services to the gas and electric utility operations. Training has responsibility for 

	

5 	three of the functions shown in Figure 2 above. Electric Training is responsible for 

	

6 	developing and delivering training for field-based CenterPoint Houston employees. 

	

7 	The department will design and develop training curriculum to support the 

	

8 	construction, operations, and maintenance of the electric system. They do so by 

	

9 	leveraging company and industry standards as well as feedback from subject matter 

	

10 	experts to ensure that the curriculum supports safe and efficient work practices. 

	

11 	The department executes on the curriculum and delivery of the content to 

	

12 	CenterPoint Houston's field personnel through technical training courses. Content 

	

13 	Development is responsible for creating and modifying technical training content 

	

14 	in accordance with company and industry standards. The content is used by the 

	

15 	Electric Training department in the development of the skills of CenterPoint 

	

16 	Houston's field-based personnel. 

	

17 	Q. HOW DOES SAFETY AND TRAINING PROVIDE SERVICES TO THE 

	

18 	BUSINESS UNITS? 

	

19 	A. 	As described above, Safety and Training resides within CenterPoint Houston but 

	

20 	provides services to the different Company affiliates throughout the enterprise. 
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1 Q. WHAT TYPES OF EXPENSES DOES SAFETY AND TRAINING 

	

2 	TYPICALLY INCUR? 

	

3 	A. 	The majority of expenses incurred by CenterPoint Houston related to Safety and 

	

4 	Training are labor-related for the staff needed to execute the safety and training 

	

5 	programs. Additional non-labor expenses are incurred where supplemental 

	

6 	resources or services are needed to support program development, enhancement 

	

7 	and execution. For the test year, CenterPoint Houston incurred approximately 

	

8 	$10.4 million in direct O&M expense related to Safety and Training. 

9 Q. WHAT NECESSARY SERVICES DID SAFETY AND TRAINING 

	

10 	PROVIDE CENTERPOINT HOUSTON DURING THE TEST YEAR? 

	

11 	A. 	Consistent with the services I described above, Safety and Training provided 

	

12 	services related to maintaining compliance with applicable federal, state, and local 

	

13 	safety regulations and standards as well as contractor safety oversight. The 

	

14 	organization oversaw the certification and testing of commercial motor vehicle 

	

15 	drivers, employee workplace exposure monitoring, incident investigations and 

	

16 	corrective actions, and management of behavior-based employee safety programs. 

	

17 	It provided safety training, field operations inspections, safe work practice 

	

18 	development, and facility audits for electric utility operations. The organization 

	

19 	also managed OSHA recordkeeping, safety metric tracking, benchmarking and 

	

20 	reporting, employee safety communications, and employee workplace exposure 

	

21 	monitoring testing. The organization provided electric safety presentations to 

	

22 	various companies and organizations such as contractors and emergency 

	

23 	responders on the dangers of electricity and avoiding incidents around electric 
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1 	utility facilities. This group responded for investigative purposes to incidents 

	

2 	involving members of the public coming into contact with electric utility assets. 

	

3 	The group also provided computer-based, classroom and hands-on field-based 

	

4 	skills training for those individuals who construct, operate and maintain the electric 

	

5 	system infrastructure. 

	

6 	Q. CAN YOU PLEASE ELABORATE ON SOME OF THE SPECIFIC SAFETY 

	

7 	AND TRAINING SERVICES THAT WERE PROVIDED TO 

	

8 	CENTERPOINT HOUSTON DURING THE TEST YEAR? 

	

9 	A. 	Yes. Some specific examples of services provided by the Safety and Training 

	

10 	Organization during the 2018 test year are as follows: 

	

11 	 • 655 safety worksite visits were conducted; 

	

12 	 • 39 public safety presentations for emergency responders, contractors, and 

	

13 	 city officials were performed and 231 hours were spent providing safety 

	

14 	 information to members of the public on electric utility safety; 

	

15 	 • Approximately 500 vehicle and equipment inspections were completed; 

	

16 	 • 60 Automatic External Defibrillators (AED") and 400 AED batteries were 

	

17 	 replaced in CenterPoint Houston vehicles; 

	

18 	 • 74 First Aid/CPR and AED training sessions were conducted for 

	

19 	 545 employees; 

	

20 	 • 17 safety meeting kits were developed and delivered for 3000 employees; 

	

21 	 • 234 vehicles were equipped with collision detection equipment; 

	

22 	 • Training courses to develop 343 apprentices throughout electric operations 

	

23 	 were provided throughout the year; and 

	

24 	 • Refresher training was provided to 542 substation, major underground and 

	

25 	 transmission operating personnel and to the entirety of distribution 

	

26 	 operations. 
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1 Q. DOES THE SAFETY AND TRAINING ORGANIZATION ENGAGE IN 

	

2 	PROCESSES THAT BUDGET, MOMTOR AND CONTROL COSTS? 

	

3 	A. 	Yes. Safety and Training engages in the same Company wide processes that 

	

4 	budget, monitor and control costs that are discussed in the direct testimonies of 

	

5 	Ms. Bodden, Ms. Colvin, and Ms. Townsend. Budgets are reviewed and monitored 

	

6 	monthly and managed to meet budget targets and the business objectives. 

	

7 	Additionally, Safety and Training works with Electric Operations to manage costs. 

	

8 	Safety worked with Operations to evaluate and implement new personal protective 

	

9 	clothing and equipment along with tools used by skilled personnel. Training 

	

10 	worked with Operations to budget for the coming year's training activity and ensure 

	

11 	training schedules efficiently allow Operations to meet their objectives, while 

	

12 	ensuring that our employees are well trained. The group also worked with the 

	

13 	Supply Chain organization to ensure fair prices are paid for materials and 

	

14 	contracted services. The organization has introduced innovative applications that 

	

15 	have resulted in cost savings such as: 

	

16 	 • reduction in printing costs for safety manuals with the introduction of an 

	

17 	 electronic platform to access the information; 

	

18 	 • repurpose or reuse of field equipment and materitl; 

	

19 	 • scheduling of training during non-peak times for operations; and 

	

20 	 • maximizing training hours by covering several requirements while 

	

21 	 employees are available for training. 
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1 	Q. WHAT SERVICES DID THE SAFETY AND TRAINING ORGANIZATION 

	

2 	PROVIDE TO OTHER COMPANY AFFILIATES DURING THE TEST 

	

3 	YEAR? 

	

4 	A. 	The Safety and Training Organization provided services to the other company 

	

5 	affiliates that are similar to those provided to CenterPoint Houston. However, in 

	

6 	many cases, the costs for services provided to the other affiliates were directly 

	

7 	incurred by the affiliates themselves. Any common expenses were assigned to the 

	

8 	other service affiliates and are thus not included in the costs assigned to CenterPoint 

	

9 	Houston. 

10 Q. HAVE THE COSTS ASSOCIATED WITH PROVIDING SAFETY AND 

	

11 	TRAINING SERVICES TO OTHER COMPANY AFFILIATES BEEN 

	

12 	CREDITED AGAINST THE COMPANY'S COST OF SERVICE IN THIS 

	

13 	FILING? 

	

14 	A. 	Yes. Ms. Townsend discusses the credits to CenterPoint Houston's cost of service. 

	

15 	Q. HOW DOES THE COMPANY ENSURE THE PROPER ASSIGNMENT OF 

	

16 	SAFETY AND TRAINING ORGANIZATION COSTS TO CENTERPOINT 

	

17 	HOUSTON AND OTHER COMPANY AFFILIATES? 

	

18 	A. 	Costs associated with these services are directly billed to other Company affiliates 

	

19 	according to the provisions of the Cost Center Assignment Manual that is discussed 

	

20 	by Ms. Townsend and provided in Exhibit MMT-6. 
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1 Q. WERE THE O&M EXPENDITURES INCURRED BY CENTERPOINT 

	

2 	HOUSTON RELATED TO SAFETY AND TRAINING DURING THE TEST 

	

3 	YEAR REASONABLE AND NECESSARY? 

	

4 	A. 	Yes. The O&M expenses for the Safety and Training Department that the Company 

	

5 	seeks to recover in this case are for functions that directly impact the safety of our 

	

6 	employees, contractors, customers, members of the public, and our system. 

	

7 	 V. CONCLUSION  

	

8 	Q. DO YOU HAVE ANY CLOSING REMARKS? 

	

9 	A. 	Yes. The purpose of this rate case is to allow rates to be established based on the 

	

10 	current, actual costs of operating CenterPoint Houston's transmission and 

	

1 1 	distribution utility. As the Company's filing demonstrates, the existing rates do not 

	

12 	accurately reflect the Company's current cost of service. It is my opinion that the 

	

13 	rates requested in this filing are just, reasonable, and in the public interest and I 

	

14 	request that the Commission provide prompt and adequate rate relief. 

	

1 5 	Q. DOES THIS CONCLUDE YOUR TESTIMONY? 

16 A. Yes. 
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2. I have prepared the foregoing Direct Testimony and the information contained in 
this document is true and correct to the best of my knowledge." 

Further affiant sayeth not. 

SUBSCRIBED AND SWORN TO BEFORE ME on this Vir  day of 

	 , 2019. 

Notary Public in and for the State of  -7-40 

My commission expires:  P/04/0/1-0 
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ALICE S HART 
Notary Public, Stale of Texas 

My Commission Wes 07-17-2019 
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Exhibit KMM-2 
Rate Case Witness List 

Page 1 of 4 

Witness Subjects Addressed Volume/Pages 
Kenny M. Mercado Mr. Mercado provides an overview of the 

Company's filing, introduces witnesses that 
support CenterPoint Houston's request, 
discusses Company values that drive prudent 
decision making on a daily basis, and describes 
changes that have occurred in major operating 
expense categories since the Company's last 
base rate proceeding. 

Volume I/Pages 36-165 

Randal M. Pryor Mr. Pryor describes the Company's 
Distribution Operations Division, supports the 
reasonableness of the Company's distribution-
related capital costs, and demonstrates the 
reasonableness of CenterPoint Houston's test-
year O&M expenses incurred by the 
Distribution Operations Division. 

Volume I/Pages 166-
325 

Martin W. NarendorfJr. Mr. Narendorf explains the structure and 
'Unctions of CenterPoint Houston's High 
Voltage Operations Division, supports the 
reasonableness of the Company's transmission, 
substation and Major Underground investment, 
demonstrates the reasonableness of 
CenterPoint Houston's test-year O&M 
expenses incurred by the High Voltage 
Operations Division, and discusses certain 
Hurricane Harvey restoration-related efforts. 

Volume UPages 326-
573 

Dale Bodden Ms. Bodden describes the Company's 
Engineering & Asset Optimization Division, 
supports the reasonableness and necessity of 
test-year O&M costs incurred by the 
Engineering & Asset Optimization Division in 
support of the transmission and distribution 
functions, and details the processes used to 
plan, monitor, and control investments and 
expenditures. 

Volume I/Pages 574-
657 

Julienne P. Sugarek Ms. Sugarek details the structure and fiinctions 
of the Company's Power Delivery Solutions 
Division, supports the reasonableness and 
necessity of test-year O&M expenses incurred 
by Power Delivery Solutions in support of the 
transmission and distribution functions, 
supports the Company's requests related to 
proposed battery assets, and presents the 
Company's proposals to modify CenterPoint 
Houston's tariffs to facilitate the development 
of electric vehicle charging stations and update 
to the Company's Lighting Services Policy. 

Volume I/Pages 658-
762 

John R. Hudson Mr. Hudson describes CenterPoint Houston's 
Market Operations group and supports the 
reasonableness and necessity of test-year 
O&M expenses incurred by Market 
Operations. 

Volume I/Pages 763-
828 
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Exhibit KMM-2 
Rate Case Witness List 

Page 2 of 4 

Witness Subjects Addressed Volume/Pages 
Kristie L. Colvin Ms. Colvin sponsors the books and records of 

CenterPoint Houston, presents the Company's 
accounting schedules, itemizes and explains all 
test-year adjustments, supports the Company's 
overall cost of service and requested revenue 
requirement, including the revenue 
requirement for Rider UEDIT, and 
demonstrates the reasonableness and necessity 
of certain CenterPoint Energy Service 
Company, LLC ("Service Company") 
Executive Management and Chief Accounting 
Organization services to CenterPoint Houston. 

Volume I/Pages 829-
986 

Charles W. Pringle Mr. Pringle presents CenterPoint Houston's 
testimony related to federal income taxes, 
supports the Company's EDIT Regulatory 
Liability, addresses issues related to the 
appropriate treatment of income taxes, and 
demonstrates that federal income tax and 
Texas margin tax amounts included in the 
Company's cost of service are reasonable and 
necessary. 

Volume II/Pages 987-
1047 

Justin J. Hyland Mr. Hyland supports the Company's property 
tax-related expense, describes how Service 
Company ensures that CenterPoint Houston 
and its customers pay no more than their fair 
share of property tax burden, and confirms that 
the process used to functionalize property tax 
expense is the same as approved by the 
Commission in its previous three base rate 
reviews. 

Volume IFPages 1048-
1063 

Michelle M. Townsend Ms. Townsend describes Service Company, 
explains how Service Company and 
CenterPoint Energy Resources Corp. 
("CERC") control costs, details the Service 
Company and CERC methodologies for 
assigning affiliate costs to CenterPoint 
Houston, and confirms that Service Company 
and CERC corporate support service affiliate 
costs are reasonable and necessary and that 
CenterPoint Houston is not charged a higher 
price than those charged to other affiliates. 

Volume IPPages 1064-
1552 

John E Slanina Mr. Slanina explains the structure and role of 
Business and Operations Support functions 
provided by Service Company and 
deinonstrates the reasonableness and necessity 
of test-year Business and Operations Support 
costs assigned to CenterPoint Houston. 

Volume II/Pages 1553-
1573 

Shachella D. James Ms. James explains the structure and services 
provided by Service Company's Technology 
Operations group and demonstrates the 
reasonableness and necessity of test-year 
Technology Operations costs assigned to 
CenterPoint Houston. 

Volume II/Pages 1574-
1636 
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Exhibit KMM-2 
Rate Case Witness List 

Page 3 of 4 

Witness Subjects Addressed Volume/Pages 
Rebecca Demarr Ms. Demarr explains the structure and services 

provided by Service Company's Customer 
Operations organization and demonstrates the 
reasonableness and necessity of test-year 
Customer Operations costs assigned to 
CenterPoint Houston. 

Volume II/Pages 1637-
1661 

M. Shane Kirnzey Mr. Kimzey details the services provided by 
Service Company's Legal, Clairns, Corporate 
Records and Information, and Corporate Ethics 
and Compliance Departments and 
demonstrates the reasonableness and necessity 
of test-year affiliate costs assiped from those 
departments to CenterPoint Houston. 

Volume II/Pages 1662-
1689 

Kelly C. Gauger Ms. Gauger explains the services provided by 
Service Company's Audit Services 
organization and demonstrates the 
reasonableness and necessity of test-year Audit 
Services costs assigned to CenterPoint 
Houston. 

Volume II/Pages 1690-
1705 

Diane M. Englet Ms. Englet discusses the services provided by 
Service Company's Communications and 
Community Relations department and 
demonstrates the reasonableness and necessity 
of test-year Communications and Community 
Relations costs assigned to CenterPoint 
Houston. 

Volume II/Pages 1706-
1826 

Lynne Harkel-Rumford Ms. Harkel-Rumford discusses the services 
provided by Service Company's Human 
Resources Organization, demonstrates the 
reasonableness and necessity of test-year 
Human Resources Organization costs assigned 
to CenterPoint Houston, sets forth the 
Company's compensation philosophy, 
describes the types of health and welfare 
benefits provided to CenterPoint Houston 
employees, explains the Company's 
retirement-related plans, and supports the 
Company's expense requests related to 
postretirement and postemployment benefits. 

Volume II/Pages 1827-
1894 

John J. Reed Mr. Reed supports the Company's overall 
compensation practices and request for the 
recovery of incentive compensation expense. 

Volume III/Pages 1895-
1991 

Timothy S. Lyons Mr. Lyons sponsors CenterPoint Houston's 
lead-lag study used to determine the 
Company's cash working capital requirement. 

Volume III/Pages 1992-
2436 

Dane A. Watson Mr. Watson supports the reasonableness of 
depreciation rates proposed by the Company 
and presents his depreciation study in support 
of the requested rates. 

Volume III/Pages 2437-
2659 

Robert B. Hevert Mr. Hevert supports the Company's requests 
related to return on equity and capital 
structure. 

Volume III/Pages 2660-
2817 
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Exhibit KMM-2 
Rate Case Witness List 

Page 4 of 4 

Witness Subjects Addressed Volume/Pages 
Volume IV/Pages 2818-
2887 

Robert B. McRae Mr. McRae supports the reasonableness and 
need for CenterPoint Houston's requested 
capital structure and return on equity, presents 
the Company's cost of debt, and demonstrates 
the reasonableness and necessity of test-year 
Service Company Treasury Department 
Organization costs assigned to CenterPoint 
Houston. 

Gregory S. Wilson Mr. Wilson supports the need for the 
Company's self-insurance reserve and the 
appropriate level of expense to be included in 
the Company's cost of service. 

Volume IV/Pages 2888-
2922 

J. Stuart McMenamin Mr. McMenamin presents methods and data 
used to develop weather-related adjustments 
included in the Company's filing. 

Volume IV/Pages 2923-
2988 

Matthew A. Troxle Mr. Troxle presents the Company's proposed 
allocation of costs to rate classes, rate design 
and tariffs, including Riders RCE and IJEDIT. 

Volume IV/Pages 2989-
3743 

Myles F. Reynolds Mr. Reynolds supports the Company's request 
for reimbursement of rate case expenses. 

Volume V/Pages 3744-
3815 
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Exhibit KM M-3 
Comparison per Rate Case General Instruction 2 

Page 1 of 1 

CENTERPOINT HOUSTON ELECTRIC 
2019 RATE CASE REVENUE REQUIREMENT 

(Thousantb) 

Approved 
Docket 38339 

2019 
Proposed Rates 

Total Rate Base 3,474,755 $ 6,482,512 

Rate of Return 8_21% 7.39% 

Operating and Maintenance Expense $ 434,061 $ 616,380 
Net Wholesale Trxrmmission from others $ 102,510 $ 546,606 
Depreciation and Amortization Expense $ 250,639 $ 351,230 
Taxes Other Than Federal Income Tax $ 233,784 $ 278,298 
Federal Income Tax Expense $ 63,020 $ 76,724 
Return on Rate Base $ 285,277 $ 479,058 
Total Cost of Service $ 1,469,291 $ 2,348,296 

Other Revenues 50,212 $ 66,092 
Total Adjusted Revenue Requirement 1,419,079 $ 2,282 /04 
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KENNY M. MERCADO WORKPAPERS: 

▪ WP KMM-01 (2017 CNP Corp Resp Report).pdf 

WP KMM-02 (Proj 47945 CNP letter).pdf 

▪ WP KMM-03 (25.243 DCRF).pdf 

▪ WP KMM-04 (25.192 TCOS).pdf 

WP KMM-05 (Res Bill Effects).pdf 

a WP KMM-05 (Res Bill Effects).xlsx 

▪ WP KMM-06 (EEI CNP Emer Response Awards).pdf 

▪ WP KMM-07 (TX Diversity Mag).pdf 

▪ WP KMM-08 (09 to 18 10K TD Mileage Delta).pdf 

WP KMM-08 (09 to 18 10K TD Mileage Delta).xlsx 

1a!  WP KMM-09 (09 to 18 10K Cust Delta).pdf 

WP KMM-09 (09 to 18 10K Cust Delta).xlsx 

WP KMM-10 (09 to 18 10K CEHE CapEx).pdf 

if WP KMM-10 (09 to 18 10K CEHE CapEx).xlsx 

▪ WP KMM-11 (Load Growth).pcff 

11"7,  WP KMM-11 (Load Growth).xlsx 

▪ WP KMM-12 (Port of Houston).pcif 

▪ WP KMM-13 (Texas Medical Center).pdf 
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through Values 
2017 CORPORATE RESPONSIBILITY REPORT 

WP KMM-01 (2017 CNP Corporate Responsibility Report) 
Page 1 of 64 
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?chirpi ty, gi d ileterirg 8-d 
infrasti-ut. 	-ec aLeirui t. 
as .vell as tc -neet ec, io y 
rcquircrents 

$6,5 
million 
in contributions 
to nonprofits 

Approximately 

7000 
trees planted 
and distributed 
through our 
Right Tree Right 
Place program 

Nearly 

8,000 
dedicated 
employees 

I 1 the co-nrri,^ ties IN 1c-e wnlie crd 
wc,r sw fouls uui Hie ard eiety 

en c,. thiee st ateg C. giv C. llõrs 

cougat on, ccrL. ty devc dome r 
of d t c8 th diL, Mir ai sLrvices 
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$8.3 
billion 
2018-22 capital 
spending plan 

• • 

WP KMM-01 (2017 CNP Corporate Responsibility Report) 
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Our 'esidcrtia customo -s rerv.ec 
s h ghes, ir•cjso tior snlisiartio-

among 'arge natu-a gas L ities n 
r^e South reg on n :lc. a -n,a1 stucy 
by J D Power aid Assoc ates 

); 

CenterPoint Energy strives 
to make a positive difference 
for all of our stakeholders 
through our values of 

safety, integrity, 
accountability, 
initiative and 
respect. 146,000 

hours volunteered 

1 million 
customers enrolled 
in Power Alert 
Service 
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1.3 million 
power restorations 
during Hurricane 
Harvey 
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Letter to Stakeholders 

Deer Slake-c. 3e 

Ove o, ong - story, Ce-terPo rif E-er-gy has evolved nto 
a eerie n 	c -e ray 1-c.us-y, sncvi.e are wel Positioned 
cin-encc that tole r tre fuft.rc Wc a-.2 eharti•g a nyne ric, 
nnovative co .rse for wha, n ene -gy de ve y com-aly can 

ae r Ve 21st ce-tu y Cnr.nora:e resaons bi ry and stewaroshin 
w I co-true lo srepe 	p orr es as vve move ferward 

Our company s va -cs o• safety, -tcgaty, accounted ty, initiatw 
a -c -esoect serve as the 'o...ncat o- „i^et drives ou• ac, c-s, 
ndud nc, s:cwards-13 Th s 7a-slateF, i•to a workforce :ha: -as 
a deep sense of du:y c r 5--ake-olders Wh O our 'ours s 
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ac* vely engage in rpm.. ng I ves a-n ^cd-ess ng 	•eed5 
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About CenterPont Energy 

Our Business 

Our Vision 

To Lead the Nation 
in Delivering Erergy, 
Service ar d Value 

Cer-erPcir-  Energy J\, vSE CNP), heacct. ariered - Hot stet- , TfrAcis, is 3 domestic 

erergy delivery company tha. .ncl .des elect-ir transit-  ission a -d cisiribui o ratural gas 

distr.laction 1rd energy services Operations The compa-y se•ves 5 9 if lion meterec 

ustomers. enrranly in Arkansas, Locisiera, M.nnesota, Mississippi, Oloaroria anc, Texas 

Witr-eei y 8,000 employees, CentorPoi.--. E-e•gy and as poceccssor companies 

have been r business for mere thar 150 years 

Ou• electric transrpssion and distr bution bus ness eroviif es e'ec-mcity TO'e ther 

2 4 m Ilion metered customer s ir a 3,000 sc,uare in lc area that 1-c uces Hous-or the 

ration's fo...~th larges: city. Our ratcial gas disti bvien bt s ress se-ves eporox rra.ely 

3 .5 r Mon a.sto rers ir Arkansas, Lo„isia -e, Mirrosota. Miss ssipp Oklahoma enc Texas. 

CeorPoirt Er orgy Services (CES), ot i competitive ra-ural giss sales ard services 

b_sress, se-ves 100,000 customers across 33 siste..s. CES continues to add :o .ts 

supply pontolio with rer ewable ra-ural gas (RNG/biogas) a- d i corim tted to renucirp 

greerhouse gases ,hro...(m the et eient 	nic,gas es ri transnor.otion fcel ri 

o- 	esed ha•ura cjy-, (CNG: cirri litce ec ratura gas ; NJCS) ve-icles 	has crlso 

wor,e:3wi,b la-d" Ils c e cc 	to Ju-st.e o,ner Lt 	 e t,ermersh ps with n od-ce s, 

bolt within a-d beyond its existiN !her stnal anc mi nicpíl cus,omer base, (or rcy _rung 

hogs: p-ocuction for u4eds transportaNy-  fuels 
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Our Strategy 

We be ieve :hat CenterPoirt E icoys success is driven by the d.sciol ned o>rcution cf 175 

'oig-terri Ope-we, Serve, Gi cw strategy At tie same tire, we arc corn in flea *o fostering 

strerg relationships w th Our cus•orners aid conmjrit es We remain 'oct.sed on our 

ruicvative. cus:orer-fecused ei iergy delivery so utions t-rat provide sLperior perfoimai ice 

Operate 

• •=ns :re sc•e, re iaz,le, <•••c ert 

envirorrierta ly respcnsible eiiergy 

oe !very cus,nesses, 

• Ut lin now and innovative tech iclogy 

to enhance safety and pertornance  

Serve 

• Add value *o energy del vt—y 

hiroug i superior cus.orrer wrvice 

technology and innovation. 

• Dericns-ratc loadei ship ,n the 

comrni:rities wo serve,  

Grciv 

• Deveioo a d verse a.id highly capaole 

employee base. 

• invest ir co r energy Wive y ousiicsscs 
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PACIE 6 	', I- 	' • 

About CenterPoint Energy 

Operations Man 

WA 

ND 

 

ME 

VT 
NH 

NY 	MA 

CT FI ID 

 

  

ait 

NJ 

mD DE 

Pi Electric Transmission & Distribution and 

Natural Gas Distribution 

M Natural Gas Distribution 

CenterPoint Energy Services 

No presence 

FL 

Busiss Activiti 
CenterPoint Energys electric transmission and distribution business begins after electricity is 

generated and received from other compantes Our activities end at the meter As an energy delivery 

company, CenterPoint Energy does not sell electricity or send electric bills 

A 
	

A 
Renewable 
	

Traditional 
	

Electric 
	

Transmission 
	

Industrial 
	

Electric 
	

Commercial Residential 
generation 
	

generation 
	

switchyard 
	

lines 
	

customers 
	

substation 
	

customers customers 

Distribution 
lines 
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I 	PACE 7 

209 Results 

' -ir;JJgho..a 201/ Cente-''oint E -iergy cunt -,ued to successtu v 	ori ()Jr Operate 

Sc've, Crow stratecy, res-lt ng r a 'other c<cel r1 year aor .  rjr company OJI d sc p Inc r 

perforrren-r n -cf utrateg c `ocus co -lnpurec *o our s•-ong year-end Man- al results end 

ooeratiora ercel e'iLe across ow bus nesscs 

Oir e ectric trans n ssion 3.1d d,stribut o i bj,i"less which serves r-  ore man 2 rit n 1 ion 

rretLrc.,; c-starrers n neatly all o e.i -loublcm/Galvos.or. iioclia sLa, ty.riu'tod 

from Towtn and -ate el e` Thmuc,hout the year tie bus ‘ess advanred ir e'ect,ic 

projects ant' infrastructure rhoroverres w th 3 focus on recovery and es rency 

0 .1 nat...-al gas d stir au: c-  b..siness a.so -ad a stro-g yea We continsad 	aenef t 

fr-m cast,)mer grLwth i i -Jr TeXot ootpr rit a-d n M -neapo s, as we vs rote recovery 

n-echa -Isms across most o` Our serv cc- territory 1 -le rtJs nc-ss sclves aponaximatc-ly 

3 5 m II on les dentia rrnercal a -id ncustr a c..istorrerr via -lore than 120,000 m. es 

of n ain and serv Le I nes 

In a I .r e ect - c aria natural gas iJC I ties rrclec more tnen 70 000 retereo c„storne -s 

t -re yea.  

US, nur TO -1.)etit ve ne-zsal gas rrarketi ig and sa es bxsiness, arm les a wide range 

ot eie-gy seiv Les to ir or.: then 100 000 cus.omers aL-Oss 33 states Tra aus ness 

:on: !lies Co ric stoady contributor to car-rigs c,iowth n 201/, NoturcI Gos lotopigence 

ranl•eci CCS Hong t ì toa 10 North American natsal gas marketers 

rhc Tax Cuts anc, ..ons Act co-ters scvc a cha eges thet w I impact Co iteo rr r iergy, 

incljd rig the rectict cr-  of the co-po-ate nco 	tax rate fro ri 35 to 21Jerceri:, 

Lecerre ucctive Jn 	2018 We 	pat, .het a sigmlicerr. uort u- 	1.6), tcy 

wilbe retseec to customers wtli thc- &pp-ova o` OJ' egula:ors 

$1.1 billion 
Operating income 

19.59 percent 
Total shareholder return 

70,000~ 
Metered customers added 

Cz 1.32 45 

CenterPoint Energys natural gas distribution and services and sales businesses begin after other 
companies extract and process the natural gas. 

A 
Natural gas 
	

Gas processing 
	

Natural gas 
	

City gate 
	

Residential 
	

Commercial 
	

Industrial 
well 
	 plant 	 storage 	 station 	 customers 	customers 	customers 

Transmission 
	

Distribution 
pipeline 
	 lines 
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About CenterPoint Energy 

MAJOR PROJECTS 

Brazos Valley Connection 
T^e 13.-a:os Vrl ey Con -er, on s a 60- -n le. 345-ki cyolt 
e eutik. va-srriss on ,ine n TeAcia- ' at uiis oni 3 mcs 
to Hbrris County Ile pro,cut 1A/I I -e p meet gi ow iig doriand 
and re! ab I ty iieeos 

I: is e> pertcd to go nto se'vice early in the sc co 'a o ,ar.er 
of 2018 aod o the ong nal ..u-o 208 ecq zat on date - 
end u-rer 

Bailey-Jones Creek ProAct 
la.e 201-4 .he Electric Rell%) lily Counc of Texas (ERCOTJ 

e-corscd thc necc tot t-o Bai ey-Jones Cree-: projoet totalrg 
apprecmately $27,0 T I 	 I icuca 0-ha-cello -ts 
to two s...bstat ons 2-c a now trans n ssio- I -e to solve t-c 
crow ng ootroc -c nicel nd..,strv a ong c -c<aS Gult Coast 
We c-xpcct 7-at r Puol,c Lti ry Corrrriss o- of 7c4a5 w I olovido 
a aecis e^ n 2019 egi d -g thc ces ;3' anc ro.to  of the pro,ecr 

Substation Er.gineeKng 
ferl'OPUI^I El iertAf s s. bs.a.ion caprbt nvestrren.s c.ontr,,e 
to re.ease as o..r load and customer base ,c,-ows 3...ostat o-
--ginuerr co-tru,:s .o ncruasu o"c ency associated VVI-_-` 
• o<cc,..tio-, us ng dosig- 2-c process i0v sio '5 n response 
to co-: nuod load g ovr- elo ^g the Gu f Coast rcq on Corre.Poiq 
F-orgy rvostrd aoprox mately 366 ril io to co-s--..c:tho 
Jones CrreK Suostabo-  Energizod n May 2017, -.-e suoszaticis - 
providi-c, e -ergy 'or ,^e grow ng oan n --e íeeport, Tevns, aren 

Pipe Replacement 
Conterport Iiier,.y -as been ryes. ng i" Cast-P011 d^c,  bare 
s.00l oieol no rcplaccirc- c ogrems across our se-vice terii.o'y 
We e<pect to icplaeo thc east ro- na.ural gas p pc res across 
• s K.-state tc•r"toly in 2)18 I he orog.arrs 	en'senco the 
eff enev 2-c see-y ot our dist 	- system 

LOOKING AHEAD 

Customor growth a-a pr.. oe-t nvostrronts wil co -tinuo .o 
• ve Co-tciPo i i. E-urgy's pe-fo-rence Over 	've years, 
wc crooet .o 1-51(0 capita rvestwc-ts .oteI n appro) rra.e y 
$3 3 bd. o-, T-oso inves:roms w I su )po. ma -tain -gclia.il ty 

and sere:y,i-c cas -c, iesi ency a-n e> aa-aing cc. sys-c rs 
th-cuq- va ue &toed )rojects aro 'nf-asti ur-re p ograms 
We w I roiti 'UP to seek war to ma-age costs *Inc imnrove 
syster oneur ons n order to rin ntn n 	pro‘tability and 
wax rrize shareholder vel..e 



Growth in Texas 

Centerpoint Enorm, i3 proud to support the t.onttnued growttl of Our 
er"-Onotny (ri l',.?Kas end Houston through our wivices Ortd economic 
devetopment ectNetties The Great -4s Houston Pal fneisship s foii•-ct.Istmg 
that Houston's GrostAtAro Product wilt outpace thc: natjonat Gross 
aclillesyc Product OV:,er !Ile next 2eiy4tb IVa fulf perceilAV point te4 
AdditiCAaltri th.: Fat IMAlp Et:vp4ttti ttw..itAtV44.1citqorrottr growtkto 

"zaitintie at:2  Pekes* oef year (414144t 2i.iyeats. 

- 	 • 	t' 	• 
• . 	"t• 	 • . 	, • 
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Proud supporters 
of the American 
Gas Association's 
(AGA) "Your 
Energy" campaign 

As an AGA nict-ibe,  
con-  obry. Gents-Pc 'it 
L-r e r gy is act vely worxing 
to viale irfoimatioi about 
t-te penets a nnt,i-al gas. 

28 
Ethics and 
Compliance 
roundtable 
discussions 
held 

Helpline 
available 

24 hou s 
a day 

-Tiversity at CenterPoint 
Energy is an important part 
of our vision 'to lead the 
nation ineelibvering energy, 
service and value. It enriches 
our work envtrionment and is 

= 	provides sociat and economie 
benefits to th coirmiunities 
we serve." 

Ct..,rterDuint E-tet6y has 
de‘ined three lirAye erne-ts 
or dive sits,: woiert ace 
diversity aia ^clus-on, 
coirrr.rilty relations; ard 
sJonlie• aiversity 

88 

Second annual 
Ethks in 
Action video 
contes.t held 
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GOVERNANCE CONTENn 

Governance 

Approach 

Our Approach 

condur: a-o bood corporate gover -ance are priorities 

o ci..• carrion -•y, leacershi0 a-c Loa -ri o" d rer:o s We he !eye 

.-nt gone rn -oora`e gover-,-ce, is wel iis n strbn, eth rs 

anco prg-arr, au l ,-e -es, inte-ests of our 

st...1koho ours a-c c -a *o ou• on-torrr suet.ass 

we -ove ir,, eTe tec cur-ordLe goyerlance c bus ness 

colic ue. Doi c os and p•oecd.dos des g-oci to holc operate 

e'Coetrycly wr:- acco_ •driai ity. rtsc• 4 sl id 4:6-sp,rncy 

2017 Highlights 

• Cm(' Pori Energy was re:..ot..n 	4 	¡e?as D'veisry 

Coir'Ll as o 'Top 25 r2olioa-y "o• Dtversi4 i Texas* *or 

o-o of .he -ighest pc.c.cn.sges o wore--  end Ti noribos 

cxct,tvc loadcrsh p emc on our Dowd o' 0 roe.ors t1weras 

wore do.er n nea besca c-  l'- c rcs..h.s lrcrr a workforcc d vorsky 

end corDo a:c govc.-enee st,dy co-cuctec wr-  '00 "-e> ss 

Fort.no1000 7>ora:ons 

• Come-Pori Cnorgy - es bee- -es L,na'ed as d 2020 Wolic,- • 

o^ Boo ds Wi • i• Company Wi •-i-g (Alarm • es uhart.iio-

C ve's ty by hovrg 20 oeice-1 or morc í 1.-e,r Lo,•d seals 

held oy %MOT 

anagement 

Con-c Point Energy rranagemen: is -es3ons ble 'or 

develo.0 -c„ and rr plerrerr rig 1st< Tanagerren: wr - active 

Ow? 	gh-  -y t -•e ioard o' di -ec•ors ""n safely ano respc-sia y 

del yer eriergy serv ee r‘d val,.e to ou• custorre -s arid 

corm -•i•ies Cen:e-Print E-ergy mrives sig- 'lead c.ttcit •O 

oreparD lo• anc in ligeke sks <did ,IiLertartios Irssce :,tec 

th u.,r 1"d..,s.ry 0_ sk incrago•nerq appro3--is oased ori 

consons..s, e> DOI' so and collecora, on w to all of thc )us noss 

ryc•lvec n the process We strive loit-w•sparc -cy 

arc aceou-tabi r.v 

.7-br F-terp -  se P sk Manager-len'. CerderPo F-•ergy u l,es 

estanl shec corprrate-adon*ed node!' n n the nationa 

•ecog-iscd Co-nd- 	o'Soonsor ng Orgsri ze.'cs (COSO) 

CY die Froduyvay '2orrni ssion Usrg lli s Ircinework, • c 

re-tif es rises nssr tec. wrh 	 D- and -1_ siness 

Tejoi pio.octs and dopar..-ne-t 

Our company and ts 0-sinesscs a•e s .brect to sks end 

• -cedai -ties Cen:r -Port Energy A izes a DynaTic rise 

riaeçeTet nroress 	'-eo.uerr assessments We alss. assig, 

,sk and rise ri atio- ownersh p to criee acccuntehil 'y and 

Tra n.ain • sk ra-spare-cv 

Cc^tc iPc n E-crgy's i-.3ii 10, wh.c - is eva la pie n t-c 

invcstors section of CorLeroortE-ergy tort provides 

&lout tme company s rise factors 

PAGE 11 
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G7I 0243 

SuPPOdin9 kOtts141Distollue 
.„ 

"Your Energy' is the American Gas Association's (AGA) consumer advocacy and education 
campaign The campaign is focused on raising awareness and support for natural gas As 
an AGA member company, Centerpoint Energy is actively working to share the benefits of 
natural gas.''Your Energy" aims to identify advocates and champions for natural gas and 
the critical role it plays in meeting America's energy needs. CenterPoint Energy employees 
are lending their voices to the conversation, in addition, information about natural gas is 
available at our community and industry events, as well as through our customer communi-
cations and social media channels 
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Governance 

Ethics and Compliance: Living Our ialues 

CerterPoint E-ergy is committee to doing business in line with our core values 

• We put safety fi sty-  eve -yti ig we co. We sumo zo C'ee...2 a curj c o seety c (ccilence 

at. every leve of o...r compa-v. We are corrrirted -n performino our work safely 

• Integrity meal is doirg what is 	, even whe-  ro one is lookirq We dre corn-r !tree 

to rollowirg our con-parycpolir.ies. procemes drd tr e law Ce-rerpoint Fnercy's 

reuuta.lori er ucu-  r us•oriersTriJS cepenc orì our mtegr ty 

• Accountability rea's :het we accept oersor sl respor sio lay for o_r actiors and decisions 

• Initiative ricers we'ie prcpaied to speal• up, take bold arc ir novstive sctio- anc 

aderess opportunnies anc problems as soo- as they ariso 

• We show respect to oil customers, ou. stave-o cers anc o-e anotner by giving our 

best cf-fc t - every day We cc cuct OJ selves r a wey 	shows we are ccscrvr-g 
o irust 

0-.r ftnic s 	Coap'-arce Cocle nu-lus on our strong *fedi ior of doing business the 

r 

	

	wdy, war o eYceptien The code excldins many of the uasic "West di spply 

business, rl.rJ ag heving a vr3li.e-criven cul,ure, being dr-count:111e foroi r act ors: 

p ,tecring • •grpany rr-se-s a 	iltjriratR,1, rwani•-q 	uf nte-cs-, heat ng 

cus:orrers and comperrors wrh respect, creating a wo.kplace that values employee 

corrplyirg with company poileles, provioing a safe ana healthy worl• 

o-vionrient, be ng resporsiole corperete cit zens, a-d leacing wrh irtecrity 

I -1 edd :ion, we -ave specr c expectations ror ou -  chief exeat ve of cei ch e`f nercial 

e‘ricer a-d se -ler -a 'c al officers as well as our consu tarts, cort ectcrs, su: pliers anc 

vercors They are outlirec ir CerterPoint E -ergy's resoer:twe coces n' conc. ,rt for these 

stdkeholders ar r. avsilable or .he company's websre 

DIVERSITY 

Our Approach 

Cer:erPo.nt Enercy, -d viduals are - espected for their centr.but o-s to oil company 

D versi:y enricnes our comps y ard work env io -rrert, and provides social ard ccororric 

bc -ets to tho cc-I-run :cs wo serve 

Cente -Point E --e- oy hes cc' rec three --.ey olements ccivc say work Waco diveis ty a-c 

incrusior, corrriu-ity relations and s,polier diversity. 

• We oelieve i. rs v-tal to have a wwk'orce t-a, -eflects t-e c ive s ty cf CJ' customers a-c 

ti-e cornmiri.ies we serve. Our uon riment to d vershy exter cs beyond employment 

prdct 	tis llso etle.teri r oir r.orrpdny's lorg r-isrJry of cc- ru i -y -volvement 

• For more than '00 years Certerpoint E.-ergy h5s s,. pportea educatiora; niziatives. 

COT ru-ity •ecevel3p Ter' a -d nt.-,e. prnrars t-raign fr-  a lc al support-  ann el'ployee 

volurteerism. 

• CenterPoirt Eretc,y is proud to be a part of the succoss of rrary Vnority ownec arc 

Women owned 11,siness Entorprises (MWBEs) Wo support these con-panes oy .Drov-cirg 

busr-esr:, opporturr es, as well as me-to•ng end trd n-ng for f,..h.re leacers Our supplier 

civers-iy program b-ilcs certrerships that deliver value to our srekeholcers 
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See oages 44 anc 49 fot aad t c -ai dela Is F: DO ou company s 
cora -I-IV-len: to civetsry 

Reporting cr Raising Concerns 
We encourage a cultu'e of speakwg p If an C'llo eye(' does 
-c1teel cortrortao c o• f .-t is rn)ractica to :a k wi, a s-pc•viscir 
-elp een be sought from a -y rnernoer of ma-age-no -I., H. men 
Resoutces A.c Seiv rcs, Lege , Co. norate Security o Encs 
s 	Cornol ance. Out Concc -slr.elpl ne also ays a- ITO0'..9 

to c n safeg ,areing o.. -  5V-ono et-ics and compl encc 
Enc oyees, cus.-retc, row aro -re vendom can 'each 
tfie Fie,p1 ne a, 858-583-3155 o on re It repo -Jr -ewen eon/ 
CerretPo n,íegy Avai at: e 24 -e-m-  a day. seve- onys a 
wee4„he 	s -.ours multiple 'angudges n. al uws 
novid_ el..o eîit n onyme,s Ceiee-Poi t Eneigy does no. 
tolere'e retd la* oil a 'a wil 'a4e 0..lion to proteL• L:717 oyee. 
horn [(gel at o' 

We ler: vec '65 a--cerns n 2017, comoared wr- 182 rcao 
n 2E15 end 95 n 2015 The pc remage o e-onyrrous toports 
was 49 aerce-t n ;017, ccrrpired w • 39 aerce-t r 7016 n 
50 petcent r .'013 C.r Imest errployee engagerreurvey - 
showec 95 cetce --  ry'emri-yees ur-dets.ano .ne  r respo-sra ity 
le le...cr. any 	v old, ons, 	89 aereert sd they wo..ld 
fee comfurt:,ble repumng jnl L.:11 or i leeal •XjildviCf 

2017 Helpline Cases by Category 
percent 

Training and Ammo eness 
A I Ce-terPc nt F-e -gy employees a -e rerui ell ,o complete 

a-n 	corrpl ince traming Al artive era cyeec end ,-e to- -d 

of d ree,o -s received trai- ng o o.r eth rs anc rc rp in -ce 
coe:; in 2017 1". ctud 1 o , emo oyees Lumoletad 'far ng on 
salety, sidur • ad ng data orivz:Ly and suar ty cm:A e css 

Now employees L. rrarìeges ece ve addiliorr: a ii t. to 
tuir'ct -e !mice the corrpanys va ues All eaccts rcceivc 

mo-t -  y -ewslettcts rc n'o-ci-g ethica topics and traintahr ng 
awarc-ess of ou c.-ics at'd cornol ancc prog.am  anc priec 7 Cs 

sdd to -  to reg,la,  y seked, 	traring we re r run cate 
wt.' our c-rrployees o"ew cre'g ^e, or topical ss..es as t 'ey 
Fl .  so othet corrpen es o. ndustries 

2017 Highlights 

• n the fall of 204 4 an anony To_ s Eth cs anc Corrp en= 
tvey was o ovided :o al employees :o assess -ow 

Cemer Pc -t F -'etgy is co nc as a- otga 	o-  A I cuestro-s arc 

on a seve-  3oin-  scale w th scve-  bei-g --e hrgcst eth cal v-a,.e. 

2017 Ethics and Compliance Culture Survey Results 

Comfort Spcak ng 
Organ :a: o al ..,ustice 

207 

5 52 
5 57 

2C15 

CC -:-rre 

5 S7 
571 

Tone a, the Top 5 6(1 5 51 
n Co leagues 5 78 

Di ect Mrr -age -  l eanets-io 5 9c,  
C only o' CApeetations 618 612 

Opanness o Curmu Ica' e- s 5 49 
- 

5 43 

U Employee Behavior 
• Business Practice 
• Conflict of Interest 

U Human Resources 
Other 

• The rlç5  and Co -np 	cleperimen1 held 78 ou 
dit.c 	relcaing 6 aerce-t o' o toia emp oyee pct, la:on 

7:1-"eteri, h 	-csses, f .ric: u-s at'd loc --Aio-s CY - C 

erialuy,:es, 94 ...eretr• sa u 1-ey u"ects.oud t'ow to repu" 

a•- i Li -lettuce iss.e ut vio'al o-  of a aol ..y oi lavv th . !eve :A 

esoonse was cons s:e-t with 	as, cro oyee c-c;ege'ro -t 

s...rvey NI -ety-'ou• perce-t 	e T1 ployecs said :toy e^cC'EtC.00 

corrpl ance oo cies at'd -ow 1.-cy app y them .o theit.obs 

• A secono a -un vol.nry Fics 1- Action e 	cyee-driven 

video -o -test was eond,.r.ed to reise noseve awire-ess about 
oil' vill .es 

1C,2.. 44 

91 



WP KMM-01 (2017 CNP Corporate Responsibility Report) 
Page 16 of 64 

PAGE 14 .11 TER.: C_  

Governance 

Leaders lip 

Cer:erPoin: Energy s board of directors serves as :lie coripany's u 	decision-rraki.ig 

bocy excep: with respect zo t lose matters reserved tc :he shareho dcrs or delega:cd to 

management The board is responsible for cversee ng 0).00J:Ive rranagercnt, long-term 

bjsmess str9,egy riri  perfcrn-ance, succession plannirg and risk rranrsqemen.. ' hrouqh 

overs g-i: rev ew ard counsel, CenterFuint L-Iergy's board establishes aria supports lie 

compaVs business ard 	 obiecaves 

As of Dec 31 2017, ComeiPoint Energy's beard was composed of 10 members, representing 

a bi cad rargc of business expo ience aid pro‘essiona sk Ils The corrpary's bcarc is 

lin reu :.y Mlit00 C31,01 OW es.r...e-: an:1 Cme -  I-Aeci.1 ye O'flrel Src,1' M 	axxn 

serves 03 d mer iber cf cur :.soaid, but does not serve or any of its cor•rm:tees or 

recoive addracna compensation for his sew cc as a director Witn the exceation of 

Myor Carroll and Scot: M Pioc lazka, all rorrlocrs of CemorPoint Encigy's beard aro 

indepenocn-, arcoiding o*he s;aittards estab !shod by tie New York Stock Fxc.hange. 

We seek diversity on our board which incILdes four worrei or mi. ionaes 

As of Dec 31. 2017. -he aveiagc d rectcr's :onure was approximate y 8.5 ycars rive of 

t-c '0 a:mid members had terure p4  less l'ha - five years, :we hac *a- cre of ve to '0 

years, arid Mree had tenura cxceccing 10 years 

Centereirt :i-iier'gy's board lias :he todowing four staiiding comn dees, each coniposed 

solely of ,ndepercloit erectors Aucrz Compensatic Finance and Goveirance Each 

commaoc las d.rics assigned by thc board in compliance with the company's bylaws 

aid ccrirnittea chai:ors. OJI boa a and its commrtees mesa' regulaily :hioughout -he 

year The board anc comr-rtees routinely meet in exec hive sevsiors VvIlholIt MeMbers 

04  rlalIdgellet l present tc consicer matters requiring their anent on. 

Percentage of women or minorities 

40 percent 
Board of Directors 

40 percent 
Executive Committee 
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CenterPoint Energy's 2017 Board of Directors 	 To learn Tore anout te ooard of di ectors aric loacci ship 

• VI ton Ceriol 	 'earn, ic udi-g ind vd..el ogmor es, aiease vis L ,he Corporate 

• Michae P 	 Govern,  -co sec lic- of Ce -terPor-Fne -gy cr r 

• Jan ece M Le-go a 	 Shareholder Engagement 

• cc.1 J McLea- 	 We va _.e 1-e trus_ that cur st,eie-c cers placc in _,s as stewarcs 

• I^codoic F Pcurid 	 r i yeatTc 'ts WC we cornm t,cc .o ach evi -g c..r v sic - 

• Si-ect M Procharks 	 of lead 	r-c 	o- i ce ivcr ng eneic,v, sci v re a ^ct vaiue 

• Susa 0 Rheney 	 Ce -terPort Enc gv requ aily co r run cP,tcs with our shareholders 

• P-1 lip R S nth 	 an variety e c..s miss, r" FTICIA and de ve -a-ca tep cs 

• Joh- W So ner -alcer l 	 c.uarteriy ear -cc confe -ence calls and news -pleases. 2 ^e-n "-one 

• Pe'er S Ware no 	 i-ves:o Tee: ngs a-n co-fe erce c5l s, ndusti y cofferences, 

CenterPoint Energys Leadership Team 	 puol c d sclosii -es a-nc..r an-ure rreetrg o shareho dors 

Executive Committee 	 Cu d c. rgeq.:ric n wi,- snarc-chorq pi-vidos 5" , ffec- 

"orum to at-cress Iss..L:s 	s-are e cvant itcirl o and 
• SC:;': 	crchazKa Preric-en: c Ci-cf Ei<ec_tive Dtt co• 

v cwpo res. Our eve-ts ecr prese-ta' o s are avai'ob e r lho 
• VVI liaT D Rogers, FAec, ve Vice Presicient 

l-vcstcrs scc. on ci"e.rPo ntE -e-gyeorr 
Ch e Fl ^ancial Officer 

• Tracy Br rlge FveCli ve V -e President end President, 	 2017 Annual Meeting Proxy Vote Sumrnary 

E ec*-  D vision 	 vowti 
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Governance 

Political Engagement 
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• t cn C.-Lace-lent sect o- o' CenterPoi -̀ 1Fneray COT 

Lobbying Activity 

Lon .)ying s one V 1-.2 ways n w-ich we comra-nica.e 
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"In the midst of a natural 
disaster, our employees 
reinforced CenterPoint 
Energy's reputation for 
coming together and 
working safely and 
efficiently. This crisis 
revealed the true 
character of many others 
in our communities, 
including law enforce-
ment officers, firefighters 
and other emergency 
responders. The response 
of everyday citizens, 
taking it upon themselves 
to help those in need, 
was inspiring." 
Scott M. Prochazka 
President & CEO 
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CenterPoint Energy in Action 

ekkAIS e • ,„ 

One of the rnost devastating storms in U.S. history, Hurricane Harvey dropped 52 inches 
of rain in southeast Texas and southwest Louisiana in late August and early September 

2017 More than 42,000 lightning strikes were recorded across CenterPoint Energy's 
electric service territory and 150 tornado warnings were issued in Houston, with more 
than 30 twisters touching down. 

Throughout the natural disaster, CenterPoint Energy fulfilled our brand promise of being 
Always There for our customers and communities. More than 2,200 CenterPoint Energy 
employees, along with 1,500 contractors and mutual assistance personnel from seven 

states, worked safely and efficiently to execute our restoration response in partnership 
with local first responders and emergency organizations 

Because of CenterPoint Energy's extensive experience, comprehensive emergency 
response plan and innovative technology, we could quickly isolate power problems 
Automation, such as intelligent grid switches, helped avoid nearly 41 million outage 

rninutes for customers, while smart meters increased our efficiency. Fifteen drones were 
used tO identify locations with issues and enabled us to quickly direct crews to them. 

Torrential rains left multiple substations under water for days, including our Memorial 
substation in west Houston. To serve customers in this hard-hit area, CenterPoint Energy 
was able to construct the temporary Vianney Memorial mobile substation on a church 
parking lot in seven days. 

CenterPoint Energy's natural gas operations crews responded to more than 8,200 natural 
gas emergency orders and assessed nearly 125,000 meters for damage due to flooding, 

CenterPoint Energy communicated with customers, media and other stakeholders 
before, during and after the event Before the storm, customers were given safety and 
readiness tips and encouraged to enroll in the company's Power Alert Service for 
personalized outage notifications. During the storm, we shared systemwide information 
and targeted communications to customers by neighborhood. Our website traffic at the 
height of the storm was 600 percent higher than average. We responded to more than 

8,000 social media service requests and answered television and radio media inquiries 
from around the nation. 

Relief Efforts 
CenterPoint Energy and our employees are well-known for their community spirit, which 
we put into action with a $1.25 million donation to Hurricane Harvey recovery and relief 
efforts. Our contributions included $250,000 each to the American Red Cross, the City of 
Houston Mayors Hurricane Harvey Relief Fund and the United Way of Greater Houston's 
disaster relief effort 

To support CenterPoint Energy ernployees who were significantly Impacted by 
Hurricane Harvey, we donated $300,000 and established the CenterPoint Energy 
Employees 1st Fund. The company also matched employees contributions to the fund 
up to a total of $200,000. 

Hurricane Harvey Facts 

147 612 
Calls handled by 

Customer Service agents 

337,843 
Automated voice response 

system calls 
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352,629 
Power Alert Service notifications 

$1.25 million 
Donated to relief and 

recovery efforts 

The Edison Electric Institute (EEI) presented CenterPoint Energy 

with two Emergency Recovery Awards for its outstanding work 

assisting customers impacted by Hurricanes Harvey and a 

microburst in Sealy. Texas in May 2017 EEI also recognized the 

company with a third award for our mutual assistance in Florida 

following Hurricane Irma in September 2017 
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as an ENERGY STAR 
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Power Alert Service 
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2016 and Wpm ts ts 
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rnetal recycled 

EEI 
Edison Electric 
INSTITUTE 

Less than 
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of produced natural gas is 
emitted frorn distribution 
systerns owned and 
operated by local natural 
gas utilities* 

At,Gr.". 
American Gas Association 
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netnare stAies w Min Me 
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Policy and Approach 
Environmental Policy 

Certe-Pc t Ene y s committec :c ensuring Eaze, effic ert and 

-e iable erergy de No..),  and provic .-c -ign.y valea cjstorer 

serv ce wni e condi. c: rg, ro.r mere-Jars - a -1 c ìvi cnmerta ly 

espo-s.ble -lamer To ath eve s ocjec:ive CemerPo n, Frergy 

-as este:, ishec 	fol owrg co icy 
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• Centeroo rt E-ergy st•ves to `De a va Lec strateg c pa- t-er n 

ervi 	--fa !natters and 'a oromo e e-v ronmei a stewards 'ID 

effer.• ve well-`c Jrcec e-vrorrren.cl  l-ms end req-lat ors 
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Our Approach 

E-vron nerta stewardsh p s an r:egra comcoren: oci' 

Cive al co-ocra,e resoonsic ry up:Jrcach We have a lo-  q 

-istory of conduchrg ocr s resses n a Ewe, e-v ronmenta ly 
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îud 1 programs, excess abi i.y r-...iarce and nroac• ve nvolverierl 

r 	eg sla' ve and rogt.. atory dove opment c- ccesses. as we I 

as cc labo at or w î oca', stwo a-c ccora agonc es arc ocr 
collTt rill es Centerpo rl F ergys erv ro MP i.al po Icy and 
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W-i e Ce -•erPor. Ene-gy proactive y menaces rs cnvircnmerta 
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nu-gover-rne i.a organ rat oil partners - vnlsrlary env rormen-il 

orrwicerlent and ecus.st jr e-z,rts 	:.jrserva•iun r • etives 

rcl..ce -05 'at restoratic, r.lrolects, e -do-lc:Jared soecies corse--

vat cr e"orts a-n ra'ive wildl e resr...e an:, release ...rn ts Ciu 

emp oyees are act ve pa-tic pa-r3 n local envronme-lal cve- 
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