PAGEZ22 7 - _

Environmental: Policy and Approach

Environmental Services Migsion
The Erviionmeriel Services cenermcer: 15 & cortral resovice

for CenterPoir Erergy’s busiresses s goal1s 1o proactively and
al'act vely menaze ana mugs'se e~vi snme sl risk ibro - tha

fodowng P oLesses,

« Strareqically parner with business u-it leacership,

« Develop comphance stigtegis algred with busiress orit
opersuors ard goa s,

« Manage emergmyg ervironime ~al issees requlatons
a- Jd legisiation 7 al n gy irpac: busiress cperations,

« Develop nsk n rigenor stategies, as appropriate,

« Cultivaie 2 cLlure of resporsibe envirormenial stewa-aship,
ard

« Engage emrployess arc hecome 4 sqategic ervironmen:a
parlrer wim Comyunties we serve,
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appronck s eval.ated annualy a~d cnnsiGer tools ard facrors,
such &s irtemnsl awdits, charges - the regulatory and tegisiative
fardscapes impacts w environmertal indicators, charges i»
stakeholder prioamies and reletes ssucs Adestrents to tre

Y anagemrent epproach ray e rrade from ume fo tre, 3%
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Greerhouse Gas Emissions

CerterPom tneigy hias made invesiments and implemented controls .o reduce

greer house gus (GHG) erm asiore ron: our epermions, while also deploving new
cchnzloges o o caze efficercy fo he cermoany a~d oo ustomcrs -G ¢Tissions
arc goreratad frar the company’s natwal Gas distnbution and storage bus ness and,

t, alesser extent, fiom 1ne 2lect <100 S0P ol dissulor DLSress ond feet
operat ons Cerrer2omt» nergy does no. generate electncty, nor do we own ¢r operate
nawral gas proaucten facil tes Not hav ng clectng generat on of ngtia gas production
assots ~edaccs environreita sk ard tic overal levol of GHG artissions ~clative o
rany industy pecrs

Our Approach

ConmrPamt Enorgy 1= corratod te Corducting operatiors i an envirormenia ly
respons:drc mannor We are aodressing GHG erssions oy

- WOIk ng tC recuce o 1 operalion @' erissiens

< Buid ng natural gas rrastructue “hy enab es use of clesnen-burming neturs g,
e Hels g oor CLsTomRTs Use U enzrgy we provice effic ontly, erc
«Part apatng 1 oermeal rescarch and dovelopmont programs 1o imaove

Onelal 1y ST, T 2
I 2018 cu Scope 1Temissiuns were approvimately 18.4 nullion metne tens (meor s} of
carbon dwoxide counvelent (CO.2) Ths reproserss a decrease of 147 percort “on 2074
Methane Emissions
Methane 15 the targes. ceripenent of ConterPoin. Bnergy s Scooe 1 GG erussions
Mehare enssicns have beenrecuced by 14 8 percent from 2014 te 2016 The reductior
15 onmarnly frore rvestnicnis inonfrasaucture and mplementing operating cract ces that
result i avo.des o redaced fugitive orssions

Greenhouse Gas Emissions Summary
mtons COze

M Natural Gas Throughput (Subpart NN}
Estimated Fugitive Natural Gas Emissions (Subpart W)
Operations Emissions (Fleet)

M Fugitive Emissions (SF6)
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Environmental: Greenhouse Gas Emisgsions
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The Environmental Protection Agency {EPA} made substanbal updates
to its estimates of methane ermissions in its Inventory of U.S. Greenhouse
Gases and Sinks. 1990-2015, released in 2017 The inventory now
Incorporates new data avadable from studies on emissions, as well as
its Greenhouse Gas Reporting Program.

The inventory reveals once again that natural gas distribution systems
have a small emrssions footprint shaped by a declining trend. Less than
01 percent of produced natural gas 1s emitted from distribution systems
owned and operated by local naturat gas utilities Annual emissions from
these systems declined 75 percent from 1990 to 2015 even as natural
gas utiity companies added nearly 600,000 miles of pipeline to serve
19 miflion more customers

This exceptional record can be traced to safety as the top priority

for gas utilires that continue to be wigilant and deeply committed to
systematically upgrading infrasfructure through nsk-based miegrity
management programs. As companies and the country continue to
modernize the natural gas infrastructure base and connect homes and
businesses, there will be new opportunities to achieve low-cost carbon
emissions reductions by leveraging this existing infrastructure and the
nation’s natural gas resource,

Key Findings

- Annual methane emissions from natural gas distribution systems
dechned 75 percent from 1990 1o 2015,

- The natural gas emissions rate of production from distribution systems
Is now less than 01 percent.

» The ratic of methane emissions per unit of natural gas produced
has dechined continuously during the past twe and a half decades,
dropping 46 percent since 1990

« Total methane emissions from all natural gas systems have dechined
16 percent from 199G to 2015

- Methane enussions economy-wide represent 10 percent of all
greenhouse gas emissions in the United States. Along with natural
@gas systems, methane emission sources include enteric fermentation
and manure management fivestock), landfills, coal mming petroleum
systems, wastewater treatment and others

Pipeline Replacement Lowers Emissions

Methane Emissions from Natural Gas

mions COze Systems have Declined 16 percent
from 1990 Levels
micns COze
Down 16 percent since 1980
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Environmental: Greenhouse Gas Emissions
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Sulfur Hexafluoride (SFE) Emissions
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HELPING CUSTOMERS REDUCE CARBON EMISSIONS
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CenterPoint Energy was part of the national effort to restore power to
Puerto Rico in the aftermath of Hurricane Mana We sent 140 employees,
along with 60 bucket trucks, support vehicles and electrnic supplies to
Puerto Rico from mid-January to early March 2018 In this picture, a barge
carrying our vehicles leaves the port of Lake Charles, La., for the two-week
trip to the 1sland
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ENERGY-EFFICIENCY PROGRAMS: OUR CUSTOMERS AND COMMUNITIES
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Houston Methodist San Jacinto Hospital, @ 360,000-square foot acute
care hospital located in Baytown, Texas, was interested in upgrading
its chiller plant and reducing its energy usage. By participating in
CenterPoint Energy’s Healthcare Energy Efficiency Program {HEEP),
the hospital could receive free engimeering senvices to assist with this
goal. HEEP's consultant, Willdan Energy Solutlons, worked closely
with the hospital 10 maximize its savings and incentives, resulting n
an estimated annual energy savings of 40 percent for the chiller plant
and electricity cost savings of $192,500 per year

CenterPoint Energy’s HEEP team provided an in-depth energy assessment

for the chuller plant and Identified potential energy savings measures with
estimated energy and cost savings, anticipated project cost, incentives
and simple payback

The existing primary-secondary chilled water plant had two water-cooled
chilers with a total capacity of 2,200 tons served by dedicated primary
chitied water pumps and three secondary chilled water pumps. The
condensing water system had five cooling towers with seven cells and

two condensing water pumps. Other than the cooling tower fans that were

equipped with variable frequency drives, the equipment ran on constant
speeds. It was recommended the chiller plant be converted to a vanabie
primary flow chilled water system with the controls system upgraded to

optimize the chiller plant operation After evaluating the HEEP benefits and

costs, the hospital implemented the recommended upgrades

“The significant estimated annual energy savings and reduction in
electricity costs realized by Houston Methodist San Jacinto Hospital's
participation in CenterPoint Energy’s HEEP program alfows us to greatly
mimize our Impact on the environment,” said Jonathan Sturgrs, CFO,

Houston Methodist San Jacinto Hospital “We are extremely appreciative

of the cash incentive and in-depth energy assessment provided by

CenterPoint Energy Utiizing the most advariced energy-efficient systems

avallable goes hand-in-hand with our misston to provide unparalieled
safety, quality, service and innovahon to the residents of Baytown and
the surrounding communities”

CPCo B LSTC vAYWCLc

O CTEIZYE Lerh LSt gy €34 valoraies Solcu ator
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284.9 kilowatt (kW) peak/
2.75 gigawatt hours
(GWh)/year

Demand and Energy Savings

$192,500 per year

Estimated Electricity Cost Savings

40 percent

Estimated Electricity Savings

$214,935

Total Incentive

SRITOT AL
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In 2017, 12,605 new houses were

part of our High Efficiency Homes
program, which provides incentives to
butlders in our electnc service terntory.
Participants received incentives for nearly
4,000 ENERGY STAR-certfied homes
that deliver savings of up to 30 percent
more than fypical new homes In 2017,
CenterPomnt Energy eamed the ENERGY
STAR Partners of the Year Award from
the EPA

Feuhure: Oty of Houston LED Convarsion

In addition to maintaining Houston's
electric infrastructure and restoring

power after storms, CenterPoint Energy
operates and maintains more than
400,000 streethghts throughout its service
territory. in 2015, CenterPoint Energy

and the City of Houston partnered to
convert the approximately 176,000 street
lights in Houston from traditional ighting
sources to ight-emitting diode (LED)
lighting over five years. The initiative is

a key part of Houston’s ar qualty and
greenhouse gas emission reduction goals.

LED fighting uses 50 to 60 percent less
energy and lowers associated carbon
emissions Upon completion, i Is expected
that Housten's consumption of electricity
could be reduced by about 70 mithon kW
hours annually To date, we have completed
about 76 percent of the project, with
completion estimated by year-end 2019.
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in Houston, known as the energy capital of the worid, CenterPoint Energy continues to extend
the benefits of our fransformative Smart Grid to improve salety, aperational efficiency, refishility,
environmental performance and the customer experience. Since 2009, CenterPoint Energy

has deployed advanced meters o virtually all of our 2.4 million metered customers, automated
31 substations, installed 872 imetligent grid switching devices on more than 200 circuks, built

& wireless radi frequency mesh telecommunications nefwork across the company’s
5,000-square-mile electric footpring, and enabled real-ime grid monitoting and controt,
CenterPoint Energy’s Smart Grid has delivered invaluable results, including:

= More than 194 million customer outage minutes saved —a 23 percent reliability improvement
of1 intefligent Grid clrcuits;

» Restoration of more than 1.5 million outage cases without a single customer phone calf; and
+» Consumer savings of $20 to $25 miflion per year in eliminated fees from service automation.

From a reliability perspective, customers count on us 1o keep the lights on and inform them
when they do go out. OQur Smart Grid has improved power retiability and outage response,
reducing the time to localize outages by 50 to 70 percent and isofating fauits remaotely to
save customers more than 194 millior outage minutes,

Looking shead, CenterPoint Energy will continue to drive grid modemization efforts, In 2018, we
have scheduled the instatiation of 88 intelligent grid swilching devices across the service territory.

Bdvanced Metering System

CenterPoint Energy performs approximately 3 million electronic service orders annually with
& 99.8 percent average success rate, Prior to Advanced Metering Systerm (AMS}) i
each of these required a truck roll. AMS implementation has saved the company more than
1.7 miifion gallons of fuel and avoided mare than 15,000 tons of CO, emissions. Electronic
service orders are completed in approximately 10 mintites on average, greatly improving
turnaround time for customers.

Power Alart Service

Power Alert Service (PAS) serves registered electric cust in the Houston area. PAS is a free
tool that notifies custaimers about power interruptions at or near thesr address and keeps them
informed throughout the outage event. PAS has a 95 percent call deflection rate - a figure that
reflects ihe reduction in phone calls customers would have made to CenterPoint Energy if the

system haxd not proactively notfied them. During Hurricane Harvey, more than 350,000 outage
notifications were sent via PAS. Recent PAS accomphishments include:

= in 2017, CenterPoint Energy celebrated the five-year anniversary of PAS, which has a 91 percent
customer satisfaction rate;

= It coordination with ¢lectric crews, 91 pergent of outages are being resolved within the initial
i d time of restoration provided by PAS; and

« In December 2017, we erirolied our millilonth customer in PAS.
Outage Tracker

« Qur Qutage Tracker website provides a full report on power outages in our service tesitory
with estimated restoration times. The site 1s updated every five minutes and 15 accessible on
mobile devices.

«in 2017, the company met its reliability goal of 107.5 minutes for System Average interruption
Duration index {SAIDY, the index that measures the total duration of an interruption for the
average customer during a given timeframe.
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Environmental: Biodiversity

in February 2017, CenterPoint Energy and
our vegetation management coniractor,
Davey Tree, helped rescue an eaglet from
a nest in northwest Houston. The eaglet
was found in poor condition after one of
its parents was killed. The USFWS, Texas
Parks and Wildiife Department, and Harris
County Fload Controt District discovered
the nest during therr investigation of the
incident After several hours of observing
the nest, local USFWS biologists saw the
surviving parent, which only delivered
one small fish to the baby bald eagle.
Concerned for the well-being of the
eaglet, which requires a near-continuous
supply of food to grow, the ocal biologists
consulted a nattonal eagle expert with the
USFWS, who agreed that it would be best
to rescue the eagiet The USFWS trans-
ferred the eaglet to the Wildlife Center

of Texas, which frequently partriers with
the agencies and CenterPoint Energy in
wildlife rescue efforts The bird was exam-
ined and prepared for transfer to a facility
equipped 1o rehabilitate and train eagles
for later release back into the wild.
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Waste and Recycling
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2017 Recycling Summary

50 tons

Paper and cardboard

498,823 gallons

Transformer oil

208

Wood reels

11,490

Distribution transformers

15,186,522 Ibs.

Scrap metal

116,722 Ibs.

Batteries

19,523 gallons

Motor oil

102,422

Lamps

236,323 Ibs.

E-Waste

129

Computers (donated)
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ffers superior leak detect;

The Picarro Surveyor system is the next generation of metharne detection
technology. With 15 units, CenterPoint Energy has the fargest fleet in the
world of the state-of-the-art Picarro Surveyor leak survey technology,
which 1s a thousand times more sensiive than other current techniques.
In 2013, the company began a pot study of the Picarro Surveyor in its
natural gas operations to proactively idenufy leaks in underground natural
gas mains and service lines, as well as above-ground fachities.

In agdition to enabhing us to locate and respond to natural gas leaks
much faster, Picarro Surveyors are more efficient in terms of accuracy
and coverage area As a result, Picarro also plays a key role in the
company’s methane emissions-reduction efforts.

Traditronal survey methods use methane detection devices with optical,
laser, infrared or flame 1onization technotogy. These devices are either
mounted on a vehicle that drives slowly through an area or 8 handheld
instrument used by a technician whe walks over the lines to detect
methane plumes near underground natural gas mains and service lines.

Picarro ¢an be used at dniving speeds of up to 40 miles per hour to
accurately survey a much broader area Each night, a single surveyor

can cover up to 30 miles of natural gas mams and service. Night 1s the
optimal survey time as the ground 1$ cooler and natural gas does not

rise as quickly as it does dunng the day. In the “survey” mode, Picarro
constantly collects precise data, Including Global Positioning System
{GPS) readings, wind speed and direction, as weli as methane and ethane
concentration This data is utifized in complex algorithms to determine
areas where there may potentially be a natural gas lesk
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Picarro's sensitivity t¢ methane is measured in parts per bithon, while
traditional technology measures in parts per million This innovative tool
helps detect leaks before customers even know about them, As a resuilt,
Picarro technology has proven to detect significantly mare natural gas
leaks than traditional leak survey methods.

CenterPoint Energy tested and phased Picarro into operations beginning
in 2016. Our Texas region conducted a pilot program and has been using
Picarro since January 2016 Arkansas completed full deployment in 2016,
with the remaining regions being implemented in early 2018.

To further enhance the Picarro system, CenterPoint Energy has deployed
industry-leading business processes and technology systems, including

« Real-ime tracking of the leak survey results and natural gas system
assets surveyed in the geographic information system, replacing the
need to manually track completed jeak surveys using paper maps,

« Automation of paperless work orders to investigate potential leaks
dentified by Picarro, which replaced a manual process; and

« Leak survey apphcations on computer tablets allow techmcians to
document survey results with cameras and GPS capabiliities Providing
crews with mobiie data access to digital photos and GPS coordinates
significantly reduces the ime spent determining whete 1o excavate.

CenterPoint Energy is currently partnering wath Picarro to integrate its
Emission Quantification (EQ) technology into our distribution integrity
management program. For users, selected pipe segments EQ can
predict the number of leaks and methane emission volume By adding
EQ mformation into our integrity management program, we expect to
enhance the abifity to select and design pipe replacements that deliver
increased value In safety and emission reductions.
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Stakeholde: Engegement at CenterPoint Energy

Commurihos

« Advocacy groups

» Community and charitable organizations

« Economic development organizations

» Environmental partners and organizations
- First responders/emergency agencies

- Government officials

« K-12 and higher-education institutions

How We Engage

- Participation in industry dialogue through agenctes such as AGA and EEI

- Support for local programs through community snvestments, grants
and sponsorships

- Leadership by company officers and employees on
nonprofit organization boards

« Host meetings, conferences and community development initiatives

« Engage with community partners and environmental agencies on
voluntary programs and beautification projects

« Hold workshops and training with public safety teams, local emergency
agencies and first responders

« Provide public safety matenials

« Employee volunteerism

«» Speakers Bureau presentations and leadership speaking engagements

« Proactive outreach to community and government officials

« Workforce training and development

Customors Served py Ouwr Thres Businesses

{Resdenttol, Commercial arg rdostrial)

« Electric

« Natural Gas

« Energy Services

How We Engage

- Refreshed oniine account self-service

« Customer satisfaction surveys and focus groups

- Power Alert Service notifies customers about power interruptions
and restoration times

« Social media platforms

- Customer call center and local service centers

« Energy-efficiency programs

« Public safety and awareness efforts

1
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Emplovees

« Current and prospective employees
+» Retirees

« Labor unions

How We Engage

» Employee engagement surveys

- Leadership meetings

- Employee meetings, video-streams and webcasts

- Training and skills development, including leadership development
and knowledge transfer programs

- Informal, ongoing meetings, such as floor meetings, location visits, lunches
and conversations over coffee with leaders

« Professional networking and affinity groups

« Workforce recruiting program

« Helplhine for employees with a grievance or concern

« Health and wellness initiatives inciude Employee Assistance Program

« Retiree communications and annual events

trvestars
- Approximately 77 percent of CenterPoint Energy common shares were
held by institutionat investors

How We Engage
- Quarterly earnings conference calls

- One-on-one investor meetings and presentations
- Industry conferences

« Public dtsclosures

- Annual Meeting of Shareholders

« Website

Supphers
« Diverse suppliers
« Local, small suppiiers

How We Engage

» Formal supplier diversity program

- Supplier Diversity Advisory Council promotes mentoring, capacity building
and outreach initiatives

» Scholarship program for MBWEs

« Annual Supplier Diversity Month for employees and vendors

- Participation in minority and women supplier development councils

- Annual recognition breakfast

- Engagement with diverse business organization

Rogu oo s

How We Engage

- Participate In the regulatory process with various federal, state and local
governmental agencies on requirements and processes

- Workshops

« Legislative sessions
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Social: Communities
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Social: Communities
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Customet Service Excellence
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Employees
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Performance Management
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Volunteerism as an important part of CenterPoint Energy’s employee engagement strategy
From building relationships with each other and the communities we serve, volunteer activities
help employees develop career and leadership skills
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Social: Employees
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abor Relations
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CenterPoint Energy’s
Small Business Spend

dollars in bilions
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2015

% Small
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2016

$1.0

2017
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Social: Purchasing and Supplier Diversity

2017 Supplier Diversity Awards
« Buyer of the Year —
Alan Valicexk — Housion Womer s Busiress Enterprise Allisree
« Corporate Accountebility for VBE Piccure rert Awarg
Houstor Minonty Supplicr Dovelopment Ceouncit
« Corporate Acvocate of the Yesar -
Jewel Sk — Worrer's Busiress Erterprise Alllarce
« Cormoratio™ of the Year —
Housion Womer s Business Friterprse Aliarce
» Chempior of Supulier Diversity —

Jewel St~ — Minority Busiiess Nows

! A,

News flagaone

» Cuti-g BEdge Awerd for Cutstanding Uslizatior of WEEA WREs
woron's Business Erzercrize A lhance

» Riged Awarc for Leadersh pi~ M norty Bus ness Developren -
Housror Mincrity Supplicr Deve opment Council

« Tup 00 J'S Comporationt i Suppuer Diversily —
Mmooty Busmess News USA

Epotlight on MWEE

arsley Cofim Rerner T PCR 1 & small womsr-owred law

“ omretrepresents Cerer2oini negy s e eC can: totorsl ges
busmnesses across muitinle areas PTR g corsistently able 'o reel
our .ega’ deparment s reecs In Comp ex regulatery maticrs thet
balance legal, public 17721237, CCOSCIMIC &MC ECCOUNUNG ISSUES
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Safet

Our Approach
_enterPomt Enargy 1$ comm ot "o the protocticn oF ou
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safety aws end 1egil gLions, LiTp Oyees are eapetted to achere
to and abide by all comrpery polcies, proceduras and guidehncs
fcr safcly worving and opaiating our systors. Wo alse cxpesat
cortractors who ooifornowerk for the corpany to do so safoly,
i compiar ce wirh app icanle laws and reqgulanions:
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3lso accoaniazle for reporang maide pts, mpa €5 and unsafe
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» Contiruous irproverrent ConterPomt Energy S ves o
cortaveusly Improve our se‘cty performance and catuns
Wo ek ace mnovauon and techaclogy *hat wil enhance our
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VWORKPLACE SAFETY
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elence Innves are designed o ercourage employees ‘o

k%r sa‘ety at tho torcfront, regardicss of their bus ness unyr or
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WO e 1 Lo @d ity safely D acenlres so we offer mausiny ood

peer eaucotion nrogrars that address safety challeraes
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Sl OUr fuCUs on Mprovirg Out satety performaree,

beravier based safety sregrars ircude
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inatve and accountabidity  two of our values  have led to

many safory impicvemearts throug b crployoc rvelveront
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Social: Safety
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Educational Outreach
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CenterPoint Energy’s annual EOP drill was scheduled on May 24,
2017, but Mother Nature had other plans. On May 23, a powerful
microburst caused damage to the company's transmission and
distribution infrastructure in Sealy, Texas, located approximately

50 miles west of Houston. The storm produced tornado-force winds,
torrentiat rain and massive hail A major interstate highway was closed
and nearly 100 homes and businesses were severely damaged.
While the storm was isolated to only 15 5 square-miles of our

5,000 square-mile service terntory, the damage to the electrical
infrastructure was extreme and more than 68,000 customers

lost power.

The staging site that was prepared for the EOP dnil was relocated
and used during the emergency response. Working safely and
efficiently, our crews replaced nine wooden transmission poles,

246 distribution poles and 356 spans of wire Over a two-day response
period, we restored power to all affected customers. For the first

time, the company utilized drones to assess damage, as well as to
communicate the extent of the damage and restoration efforts to
media and customers Our employees used the staging site to provide
meals, organize materals and house more than 500 crew members

contrac.ors and thard-party bus ness partners have a respons bility

o cancle setsmve prvate and confidort el i~format on carefatly

onc 10 protzct the private and porsoral nature of much of the

inferrancn we maimntan

«In 201/ the comrpany unched seven data privacy pnincisles,
along wit 1 descrnpions o fuw emrp oyees can mplerment each
priace ¢ and anadal conparywide data privacy Traring

« ComerPomn: Encegy recognizes and acavely promoics Inferrsticnat
Dot Privary Day C 1 santemy 28 000 eor 1o muse gwareress ¢

Fow persoral rvrormation snould be maneged

: Fepture: Mytus Assistance

CenterPoint Energy understands how critical its to quickly and safely
restore service after a natural disaster or other emergency. In addition
10 being prepared to respond to INCidents across our territory, we
have mutual assistance agreements with other glectnc utilities and
natural gas companies that enable them to ask for our support in a
time of need

CenterPaint Energy benefited from these relationships during our
Hurricane Harvey restoration, with more than 1,500 resources
supporting our activities. in turn, we have supported fellow utikties
by sending resources on the following 2017 mutual assistance trips

- January: Public Service Company of Oklahoma {AEP-PSO} for ice
storm restoration;

« September: Tampa Electric and Flornda Power & Light for Hurricane
rma restoration; and

« October Entergy Lowsiana for Hurricane Nate restoration.

As part of a nationwide, coordinated power restoration plan involving

severai investor-owned electric companies, CenterPoint Energy’s

electric utiity sent 140 employees to Puerto Rico to accelerate the
power restoration efforts
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in early 2017, the Atlanta Falcons and New England Patriots faced off in
the 2017 Super Bowl in Houston Behind the scenes, CenterPoint Energy
had been prepanng since early 2016 for the critical role we would play
in the National Football League’s championship game. While millions

of fans around the world watched the game, employees from a wide
range of CenterPoint Energy departments were guietly doing their jobs,
working to ensure the security and reliability of electric senace and
naturat gas for the Super Bow! and the many related events scheduled
throughout Houston

The operational leaders of our electric and natural gas businesses began
meeting 1 2016 1 discuss preparedness. This was a ligh-wisibiity event,
and our company’s leadership recognized that the best way to support
Houston as a great place to five and work was through reliable electric
and natural gas systems. The company developed an organizational
structure, established communications, put resources in position, and
closely monitored all systems to ensure a prompt and coordinated
response to restore service in the event of an interruption This carefully
designed plan also included effective, imely communications to employees,
customers and external partners.

The reliabiity measures executed for the Super Bowl prepared
CenterPont Energy to support the World Senes games that were hosted
in Houston Oct. 27-29, 2017. During the games, electric operations
personnel were pesitioned fo respond to any issues, and plans were

in place to have power restored in less than 3C minutes, if needed

Lessons learned from Houston’s Super Bowl and World Senes helped
our natural gas operations in Minnesota prepare for the 2018 Super
Bowl, which was played Feb. 4 in Minneapolis.
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Because third-party damage is the
number-one cause of pipeline incidents
for CenterPoint Energy, we partner

with the Commeoen Ground Alliance to
raise awareness of 81, the national

“Call Before You Dig” number, Each year
on Aug. 11, CenterPoint Energy issues

a news release promoting 811 as the
resource for marking utdity fines before
digging. In 2017, CenterPomnt Energy held
14 damage-prevention events in the Texas
region, reaching nearly 1,400 stakeholders
These events included the downtown
Houston 811 Day Block Party, heid in
collaboration with other pipeline operators,
and a presence at a Houston Astros game

At CenterPoint Energy, use of an unmanned aircraft system {UAS} - commonly known as a drone
— has helped expedite our abiity to assess damage to our electric transmuission and distribution
system following storms The company tested drone techniolagy foliowing the Sealy, Texas,
microburst and Hurricane Harvey, and 1s developing a formal program to support drone usage
during emergency response and dally operations.

Obstacles, such as downed trees or flooded roads, make it difficult for crews to assess damage
following a severe weather event, and can hinder response and restoration tme. Using drones
1o capture high-resolution imagety in real time will help us assess damage and deploy the nght
resources 1o the right places in order to restore power CenterPoint Energy has used helicopters
fo assess system damage and will continue use them as necessary; however, drones <an typically
be deployed faster. Drones also help the company avoid risk when assessing inaccessible
equipment and keep employees out of hazardous situations when inspecting infrastructure

After Hurricane Harvey, CenterPoint Energy used 15 drones to.

« Determine the extent of access issues at various locations;

« Menitor circuit loading and conditions by equipping drones with infrared equipment,
« Establish safe routes for crews to reach areas with high water; and

« Monitor flooded equipment.

Drone footage of the severe weather events in 2017 was shared with news outlets and on social
media, which helped keep the public informed about our ongoing restoration efforts.
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Thank you to Richard T Bye, director of Environmental Services,
CenterPoint Energy, for providing his photos for this report
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centelpa’ ® Patrick ¥, Peters 1l 1005 Cangress Avenve, Suite 850
Associate General Counsed 2n3 Austin, Texss 78701
Emryyl Dtescta= of Reguatey affacs

Voee:  1E12) 39703022
Fax  {51%) 397-3050

prstritd wmgcemyp@er%.m
? - .y
- [ #) ‘A:.:-
2 % 5
January 25, 2018 2w L
R
Chairman DeAnn T. Watker 53*; T
Commissioner Brandy Marty Marquez =% Elll !
Commissioner Arthur C. D'Andrea ]
Pudic Utility Cormmission of Texas ¢ @
1701 M. Congress Avenue P
&ustin, Texas 78701

Re:  Froject No. 47845, Proceeding to Investigale and Address the Effects of the Tax Cuts and

Jobs Act of 2017 on the Rates of Taxas Invastor-Owned Litility Companies

Dear Chairman Walker Commisssonar Marquez, and Commissioner I Androa:

CerterPoint Energy Houston Electric, LLE (| CenterPoint Energy”} has reviewed the memuorardum
e yesterday by Chafrman Walkar in his project and understands the concerns raised regarding
the nead W address the impacts of the Tax Cuts and Jobs Act of 2017, The memorandum
recommends that the Commission address those impacts for each electric ulility on a tese-by-case
basis and, with respect fo CaenterPoint Energy, recommends that the Commission require the
company to fle a full base rate procesding. Chaiman Wakker indicates that this will aliow the

Commission to address both the impacts of federal income tax fegisiation and the difference
between the company’s distrbution and fransmission rates.

in its review of electric wlilly earnings in October 2017, the Comnmussion considered whather to
initale a full base rate proceeding for CenterPoint Energy but declined to 4o so in part because of
the impacts of Hurricane Harvey on the cempany's test year costs and billing determinants. That
soncesn connues to axist today. At the same time. CenterPoint Energy understands the desire to
address the impacts of the federal income tax legisiation in a tmely manner while zlse addressing
the differenca setween distribution and fransmission rates. While a full base rate proceeding is one
way 1o atddrass both distrbution and transmission rates. there may be other ways o achieve that
ohjective while avoiding the test vear impacts of Hurricane Harvey and $he delay In seting new rates
associated with preparing and prosecuting a full base rate procesding.

For these reasons, CenterPoint Energy respectfully requests that the Commission defer its dedision
regarding whether lo initiate a full base rate case proceading for the company unbl the next Open

teeting on February 15, 2018 so that Commission Staff and the company may discuss possible
altgrnatives,

Sincerely,

(o ¥ /our

Patick H. Peters (I}

25

H
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CHAPTER 25. SUBSTANTIVE RULES APPLICABLE TO ELECTRIC SERVICE
PROVIDERS.

Subchapter J. COSTS, RATES AND TARIFFS.

DIVISION 1: RETAIL RATES.

§25.243. Distribution Cost Recovery Factor (DCRF).

(a) Purpose and application. This section implements Public Utility Regulatory Act (PURA) §36.210.
This section applies to electric utilities, including transmission and distribution utilities (TDUs), that
provide wholesale or retail distribution service.

(b) Definitions. The following terms, when used in this section, have the following meanings unless the
context indicates otherwise.

1) Capitalized operations and maintenance expenses -- Expenses that have been deferred or
amortized as a regulatory asset or liability.

2) DCREF proceeding -- A proceeding conducted pursuant to this section in which creation or
amendment of a DCRF is considered on application of an electric utility to the commission
pursuant to subsection (¢)(1) of this section.

3) Distribution invested capital -- The parts of the electric utility’s invested capital, as
described in PURA §36.053, that are categorized as distribution plant, distribution-related
intangible plant, and distribution-related communication equipment and networks properly
recorded in Federal Energy Regulatory Commission (FERC) Uniform System of Accounts
303, 352, 353, 360 through 374, 391, and 397. Distribution invested capital includes only
costs: for plant that has been placed into service; that comply with PURA, including §36.053
and §36.058; and that are prudent, reasonable, and necessary. Distribution invested capital
does not include: generation-related costs; transmission-related costs, including costs
recovered through rates set pursuant to §25.192 of this title (relating to Transmission Service
Rates), §25.193 of this title (relating to Distribution Service Provider Transmission Cost
Recovery Factors (TCRF)), or §25.239 of this title (relating to Transmission Cost Recovery
Factor for Certain Electric Utilities); indirect corporate costs; capitalized operations and
maintenance expenses; and distribution invested capital recovered through a separate rate,
including a surcharge, tracker, rider, or other mechanism. In a DCRF proceeding, an electric
utility may elect not to seek recovery of certain distribution invested capital, but may not
exclude all of the distribution invested capital in one of the accounts identified above unless
the electric utility can prove that the distribution invested capital in the account reduced by
the related accumulated depreciation is greater than the distribution invested capital in the
account reduced by the related accumulated depreciation used in setting rates in the electric
utility’s last comprehensive base-rate proceeding.

6] Net distribution invested capital -- Distribution invested capital less accumulated
depreciation and adjusted for any changes in distribution-related accumulated deferred
federal income taxes and excluding any impact associated with Financial Accounting
Standards Board Interpretation No. 48 (FIN 48).

) Weather-normalized -- Adjusted for normal weather using weather data for the most recent
ten calendar years.

§25.243--1 10/13/11
(P 39465)
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WP KMM-03 (25.243 DCRF)

SUBSTANTIVE RULES APPLICABLE TO ELECTRIC SERVICE
PROVIDERS.

COSTS, RATES AND TARIFFS.

RETAIL RATES.

Application for a DCRF.
General requirements.

1)

)

(3)

(A)

(B)

©

Filing of application. An electric utility may apply for inclusion of a DCREF in its
tariffs for wholesale and retail distribution service. To implement a DCRF, an
electric utility shall file the application for the DCRF simultaneously with all
regulatory authorities having original jurisdiction over the electric utility’s
distribution service area.

Municipal proceedings. A municipality’s governing body with original
jurisdiction over an application for a DCRF shall make a final decision on the
application within 60 days after the application was filed. If the governing body
does not make a final decision within 60 days after the application was filed, the
application is deemed denied by the governing body. On the 60™ day after the
application is filed, the electric utility is deemed to appeal the governing body’s
final decision to the commission, regardless of whether the governing body
approves or denies the application, and the appeal is deemed at that time to be
consolidated with the electric utility’s DCRF proceeding before the commission. In
addition, the governing body’s interim and final decisions are deemed automatically
suspended at the times they took effect.

Frequency of DCRF proceedings. An electric utility may have no more than one
DCRF (including a DCRF amendment) become effective each calendar year
pursuant to an application filed pursuant to this paragraph. An electric utility may
change its rates pursuant to a DCRF no more than four times between
comprehensive base-rate proceedings. An electric utility shall not apply for a
DCRF while a comprehensive base-rate proceeding for the electric utility is
pending. In addition, the presiding officer shall dismiss an electric utility’s
application for a DCRF if the electric utility or commission initiates a
comprehensive base-rate proceeding within 145 days after the electric utility filed
the application for a DCRF.

Requirements applicable to TDUs. A TDU may file an application for a DCRF only
during the period April 1 through April 8. A TDU shall not file an application for a DCRF
after April 8 of a year even if April 8 is not a working day, as defined by §22.2(44) of this
title (relating to Definitions).

Requirements applicable to other electric utilities. An electric utility that does not offer
customer choice may file an application for a DCRF at any time other than in April and May.

§25.243--2 10/13/11
(P 39465)

Page 2 of 7
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SUBSTANTIVE RULES APPLICABLE TO ELECTRIC SERVICE
PROVIDERS.

COSTS, RATES AND TARIFFS.

RETAIL RATES.

d) Calculation of DCRF.

(1) DCRF formula. The DCRF for each rate class shall be calculated using the following
formula:

[(DICc - DICxc) * ROR,p) + (DEPR¢ — DEPRgc) + (FITe — FITge) + (OTc — OTge) ~
2(DISTREVge.crass * %9GROWTHcpass)] ¥ ALLOCcrass / BDe.crass

Where:

DIC = Current Net Distribution Invested Capital.

DICgc = Net Distribution Invested Capital from the last comprehensive base-rate proceeding.
ROR 1= After-Tax Rate of Return as defined in paragraph (2) of this subsection.

DEPR¢ = Current Depreciation Expense, as related to Current Gross Distribution Invested Capital,
calculated using the currently approved depreciation rates.

DEPRg¢ = Depreciation Expense, as related to Gross Distribution Invested Capital, from the last
comprehensive base-rate proceeding.

FITc = Current Federal Income Tax, as related to Current Net Distribution Invested Capital,
including the change in federal income taxes related to the change in return on rate base and
synchronization of interest associated with the change in rate base resulting from additions to and
retirements of distribution plant as used to compute Net Distribution Invested Capital.

FITgc = Federal Income Tax, as related to Net Distribution Invested Capital from the last
comprehensive base-rate proceeding.

OTc = Current Other Taxes (taxes other than income taxes and taxes associated with the return on
rate base), as related to Current Net Distribution Invested Capital, calculated using current tax rates
and the methodology from the last comprehensive base-rate proceeding, and not including municipal
franchise fees.

OTrc = Other Taxes, as related to Net Distribution Invested Capital from the last comprehensive
base-rate proceeding, and not including municipal franchise fees.

DISTREVgc.cLass (Distribution Revenues by rate class based on Net Distribution Invested Capital
from the last comprehensive base-rate proceeding) = (DICrc.cLass ¥ RORy1) + DEPRRe.cLass +
FITgrc.cLass + OTrecLass

%GROWTHc oss (Growth in Billing Determinants by Class) = (BDc.cLass — BDre.cLass) / BDre.
CLASS

DICgre.cLass = Net Distribution Invested Capital allocated to the rate class from the last
comprehensive base-rate proceeding.

DEPRgc.cLass = Depreciation Expense, as related to Gross Distribution Invested Capital. allocated to the rate

class in the last comprehensive base-rate proceeding.

FITgrc.cLass = Federal Income Tax, as related to Net Distribution Invested Capital, allocated to the rate class in

the last comprehensive base-rate proceeding.

OTre.cLass = Other Taxes, as related to Net Distribution Invested Capital, allocated to the rate class
in the last comprehensive base-rate proceeding, and not including municipal franchise fees.
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ALLOCc1ass = Rate Class Allocation Factor approved in the last comprehensive base-rate
proceeding, calculated as: total net distribution plant allocated to rate class, divided by total net
distribution plant. For situations in which data from the last comprehensive base-rate proceeding are
not available to perform the described calculation, the Rate Class Allocation Factor shall be
calculated as the total distribution revenue requirement allocated to the rate class (less any
identifiable amounts explicitly unrelated to Distribution Invested Capital) divided by the total
distribution revenue requirement (less any identifiable amounts explicitly unrelated to Distribution
Invested Capital) for all classes as approved by the commission in the electric utility’s last
comprehensive base-rate case.

BDc.crass = Rate Class Billing Determinants (weather-normalized and adjusted to reflect the
number of customers at the end of the period) for the 12 months ending on the date used for
purposes of determining the Current Net Distribution Invested Capital. For customer classes billed
primarily on the basis of kilowatt-hour billing determinants, the DCRF shall be calculated using
kilowatt-hour billing determinants. For customer classes billed primarily on the basis of demand
billing determinants, the DCRF shall be calculated using demand billing determinants.

BDge.cLass = Rate Class Billing Determinants used to set rates in the last comprehensive base-rate
proceeding.

If an input to the DCRF formula from the last comprehensive base-rate proceeding is not separately
identified in that proceeding, it shall be derived from information from that proceeding.

) Return on invested capital. The electric utility’s rate of return is the rate of return approved
by the commission in the electric utility’s last comprehensive base-rate proceeding if the
final order (which may be an order on rehearing) approving the rate of return was filed less
than three years before the application for a DCRF was filed. If the final order approving the
rate of return was filed three years or more before the application for a DCRF was filed, the
rate of return is the lesser of the rate of return in the final order or the alternative rate of
return calculated as follows: The alternative rate of return shall be calculated using a 10%
cost of equity, the capital structure approved by the commission in the electric utility’s last
comprehensive base-rate proceeding, and the cost of debt as reported in the electric utility’s
most recent Earnings Monitoring Report filed pursuant to §25.73 of this title (relating to
Financial and Operating Reports).

3) Determination of Distribution Invested Capital. The electric utility must clearly identify
any costs included as distribution invested capital because of a change in accounting rules or
practices since the test year in the electric utility’s most recent comprehensive base-rate
proceeding. The commission shall exclude such costs if the electric utility does not prove
that the costs are appropriate for recovery through the DCRF.
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(e) Procedures for DCRF proceeding.

1) Filing requirements. To file an application for a DCRF, an electric utility shall use the
commission-prescribed form and include a sworn statement from an appropriate employee of
the electric utility that the application complies with the electric utility’s tariff and this
section, including that the distribution invested capital in the application includes only costs:
for plant that has been placed into service; that comply with PURA, including §36.053 and
§36.058; and that are prudent, reasonable, and necessary. In addition, the sworn statement
shall state that the application is true and correct to the best of the employee’s knowledge,
information, and belief. Furthermore, the electric utility shall include in its application an
earnings monitoring report for the immediately preceding calendar year prepared in
accordance with §25.73(b) of this title.

2) Notice and intervention deadline. By the day after it files its application, the electric utility
shall provide notice of its application, using a reasonable method of notice, to all parties in
the electric utility’s last comprehensive base-rate proceeding and, if applicable, last DCRF
proceeding, and shall include in the notice the docket number for the new proceeding. The
intervention deadline is 30 days from the date service of notice is completed.

3) Parties. The Office of Public Utility Counsel and affected parties may participate as parties
in a DCRF proceeding.

4) Denial due to earnings. The commission shall deny an electric utility’s application for a
DCREF if the earnings monitoring report included in the electric utility's application shows
that the electric utility is earning more than its authorized rate of return using weather-
normalized data. In making this determination, the commission shall correct the calculation
of the earned rate of return in the earnings monitoring report to the extent that the calculation
does not comply with §25.73(b) of this title and any form adopted to implement that
subsection.

%) Scope of proceeding. The issues of whether distribution invested capital included in an
application for a DCRF or DCRF adjustment complies with PURA, including §36.053 and
§36.058, and is prudent, reasonable, and necessary shall not be addressed in a DCRF
proceeding unless the presiding officer finds that good cause exists to address these issues.

(6) Commission processing of application.

(A) Sufficiency of application. A motion to find an application materially deficient
shall be filed no later than 30 days after service of notice is completed. The motion
shall be served on the electric utility by hand delivery, facsimile transmission, or
overnight courier delivery, or by e-mail if agreed to by the electric utility or ordered
by the presiding officer. The motion shall specify the nature of the deficiency and
the relevant portions of the application, and cite the particular requirement with
which the application is alleged not to comply. The electric utility’s response to a
motion to find an application materially deficient shall be filed no later than five
working days after such motion is received. If within ten working days after the
deadline for filing a motion to find an application materially deficient, the presiding
officer has not issued a written order concluding that material deficiencies exist in
the application, the application is deemed sufficient.

(B) Discovery. Each party, other than commission staff, may serve no more than 20
requests for information and requests for admissions of fact pursuant to §22.144 of
this title (relating to Requests for Information and Requests for Admission of Facts),
except where the presiding officer finds good cause for a party to serve additional
requests. Except for a request by commission staff, a request shall not include
subparts or multiple questions, and requests shall be sequentially numbered,
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regardless of whether the requests are served at the same time or on different
parties. A response to a request shall be served no later than ten working days after
receipt of the discovery request. An objection to a request shall be filed no later
than five working days from receipt of the request. A request for which an
objection is filed does not count towards a party’s request limit. A party may
request a technical conference by the intervention deadline, and shall identify the
topics that it wants to discuss. An electric utility shall hold the technical conference
in Austin, Texas five working days after the intervention deadline, unless the
electric utility and the parties who requested the technical conference agree to a
different date. The technical conference shall be held at the location designated by
the electric utility, unless the commission staff designates a location. The electric
utility shall have appropriate persons attend the technical conference to answer
questions. A party may take a deposition only if authorized by the presiding officer.

© System-wide rates and effective date of DCRF. The presiding officer shall approve
the DCRF for an electric utility on a system-wide basis and set the effective date of
the DCRF for a TDU as September 1 unless good cause exists for a later date. The
presiding officer shall make a final decision on a DCRF application made by a TDU
at least 46 days before the effective date of the approved rates, even if this
requirement results in an effective date after September 1. For an electric utility
that does not offer customer choice, the presiding officer shall set the effective date
of the DCREF to be 145 days after the application was filed unless good cause exists
for a later date.

D) Review of application. A DCRF proceeding is eligible for disposition pursuant to
§22.35(b)(1) of this title (relating to Informal Disposition).

(E) Notice of approved rates. Unless otherwise ordered, a TDU shall serve notice of the
approved rates and the effective date of the approved rates by the working day after
the presiding officer’s final decision, to retail electric providers that are authorized
by the registration agent to provide service in the TDU’s distribution service area.
Notice under this subparagraph of this paragraph may be served by email.

DCREF reconciliation. The commission shall reconcile investments recovered through a DCRF in the
electric utility’s next comprehensive base-rate proceeding to the extent such reconciliation did not
already occur in a DCRF proceeding pursuant to subsection (e)}5) of this section. The reconciliation
shall be limited to the issues of the extent to which the investments complied with PURA, including
§36.053 and §36.058, and this section and were prudent, reasonable, and necessary. To the extent that
the commission determines that the investments did not comply with PURA and this section or were
not prudent, reasonable, and necessary, the electric utility shall refund all revenues related to the
investments that it improperly recovered through rates, and shall also pay its customers carrying
charges on these revenues. The carrying charges shall be determined as follows: For the time period
beginning with the date on which over-recovery is determined to have begun to the effective date of
the new base rates, carrying costs shall be calculated using the same rate of return that was applied to
the investments in the DCRF proceedings that resulted in the over-recovery. For the time period
beginning with the effective date of the new base rates, carrying costs shall be calculated using the
electric utility’s rate of return authorized in the comprehensive base-rate proceeding.

DCRF’s effect on electric utility’s financial risk and rate of return. In setting the rate of return for
an electric utility with a DCRF, the commission may expressly consider the effect of the DCRF on the
electric utility’s financial risk and rate of return.
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Reports. An electric utility with a DCRF shall file reports that will permit the commission to monitor
its DCRF revenues, in accordance with any filing requirements and schedules prescribed by the
commission pursuant to §25.73 of this title or this section.

Expiration. This section expires upon the expiration of PURA §36.210. Any DCRF in effect at that
time shall remain in effect until the electric utility’s next comprehensive base-rate proceeding.
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§25.192. Transmission Service Rates.

(a) Tariffs. Each transmission service provider (TSP) shall file a tariff for transmission service to establish
its rates and other terms and conditions and shall apply its tariffs and rates on a non-discriminatory
basis. The tariff shall apply to all distribution service providers (DSPs) and any entity scheduling the
export of power from the Electric Reliability Council of Texas (ERCOT) region. The tariff shall not
apply to any entity engaging in wholesale storage as described by §25.501(m) of this title (relating to
Wholesale Market Design for the Electric Reliability Council of Texas) (storage entity).

(b) Charges for transmission service delivered within ERCOT. DSPs, excluding storage entities, shall

incur transmission service charges pursuant to the tariffs of the TSP.

4)) A TSP’s transmission rate shall be calculated as its commission-approved transmission cost of
service divided by the average of ERCOT coincident peak demand for the months of June,
July, August and September (4CP), excluding the portion of coincident peak demand
attributable to wholesale storage load. A TSP’s transmission rate shall remain in effect until
the commission approves a new rate. The TSP’s annual rate shall be converted to a monthly
rate. The monthly transmission service charge to be paid by each DSP is the product of each
TSP’s monthly rate as specified in its tariff and the DSP’s previous year’s average of the 4CP
demand that is coincident with the ERCOT 4CP.

2) Payments for transmission services shall be consistent with commission orders, approved
tariffs, and §25.202 of this title (relating to Commercial Terms for Transmission Service).

(c) Transmission cost of service. The transmission cost of service for each TSP shall be based on the
expenses in Federal Energy Regulatory Commission (FERC) expense accounts 560-573 (or accounts
with similar contents or amounts functionalized to the transmission function) plus the depreciation,
federal income tax, and other associated taxes, and the commission-allowed rate of return based on
FERC plant accounts 350-359 (or accounts with similar contents or amounts functionalized to the
transmission function), less accumulated depreciation and accumulated deferred federal income taxes,
as applicable.

1) The following facilities are deemed to be transmission facilities:

(A) power lines, substations, reactive devices, and associated facilities, operated at 60
kilovolts or above, including radial lines operated at or above 60 kilovolts, except the
step-up transformers and a protective device associated with the interconnection from
a generating station to the transmission network;

B) substation facilities on the high side of the transformer, in a substation where power
is transformed from a voltage higher than 60 kilovolts to a voltage lower than 60
kilovolts;

© the portion of the direct-current interconnections with areas outside of the ERCOT

region (DC ties) that are owned by a TSP in the ERCOT region, including those
portions of the DC tie that operate at a voltage lower than 60 kilovolts; and

D) capacitors and other reactive devices that are operated at a voltage below 60 kilovolts,
if they are located in a distribution substation, the load at the substation has a power
factor in excess of 0.95 as measured or calculated at the distribution voltage level
without the reactive devices, and the reactive devices are controlled by an operator or
automatically switched in response to transmission voltage.

(E) As used in subparagraphs (A) - (D) of this paragraph, reactive devices do not include
generating facilities.

§25.192-1 effective 7/5/16
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2) For municipally owned utilities, river authorities, and electric cooperatives, the commission
may permit the use of the cash flow method or other reasonable alternative methods of
determining the annual transmission revenue requirement, including the return element of the
revenue requirement, consistent with the rate actions of the rate-setting authority for a
municipally owned utility.

3) For municipally owned utilities, river authorities, and electric cooperatives, the return may be
determined based on the TSP’s actual debt service and a reasonable coverage ratio. In
determining a reasonable coverage ratio, the commission will consider the coverage ratios
required in the TSP's bond indentures or ordinances and the most recent rate action of the rate-
setting authority for the TSP.

“) A municipally owned utility that is required to apply for a certificate of public convenience
and necessity to construct, install, or extend a transmission facility within ERCOT pursuant to
§25.101 of this title (relating to Certification Criteria) is entitled to recover, through the
utility’s wholesale transmission rate, reasonable payments made to a taxing entity in lieu of ad
valorem taxes on that transmission facility, provided that:

(A) The utility enters into a written agreement with the governing body of the taxing entity
related to the payments;
(B) The amount paid is the same as the amount the utility would have to pay to the taxing

entity on that transmission facility if the facility were subject to ad valorem taxation;
© The governing body of the taxing entity is not the governing body of the utility;

and
(D) The utility provides the commission with a copy of the written agreement and any
other information that the commission considers necessary in relation to the
agreement.
(5) The commission may adopt rate-filing requirements that provide additional details concerning

the costs that may be included in the transmission costs and how such costs should be reported
in a proceeding to establish transmission rates.

(d) Billing units. No later than December 1 of each year, ERCOT shall determine and file with the
commission the current year’s average 4CP demand for each DSP, or the DSP’s agent for transmission
service billing purposes, as appropriate, excluding the portion of coincident peak demand attributable
to wholesale storage load. This demand shall be used to bill transmission service for the next year. The
ERCOT average 4CP demand shall be the sum of the coincident peak of all of the ERCOT DSPs,
excluding the portion of coincident peak demand attributable to wholesale storage load, for the four
intervals coincident with ERCOT system peak for the months of June, July, August, and September,
divided by four. As used in this section, a DSP’s average 4CP demand is determined from the total
demand, coincident with the ERCOT 4CP, of all customers connected to a DSP, including load served
at transmission voltage, but excluding the load of wholesale storage entities. The measurement of the
coincident peak shall be in accordance with commission-approved ERCOT protocols.

(e) Transmission rates for exports from ERCOT. Transmission service charges for exports of power
from ERCOT will be assessed to transmission service customers for transmission service within the
boundaries of the ERCOT region, in accordance with this section and the ERCOT protocols.

1) A transmission service customer shall be assessed a transmission service charge for the use of
the ERCOT transmission system in exporting power from ERCOT based on the megawatts
that are actually exported, the duration of the transaction and the rates established under
subsections (c¢) and (d) of this section. Billing intervals shall consist of a year, month, week,
day. or hour.
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) The monthly on-peak transmission rate will be one-fourth the TSP’s annual rate, and the
monthly off-peak transmission rate will be one-twelfth its annual rate. The peak period used
to determine the applicable transmission rate for such transactions shall be the months of June,
July, August, and September.

3) The DSP or an entity scheduling the export of power over a DC tie is solely responsible to the
TSP for payment of transmission service charges under this subsection.

4) A transmission service customer’s charges for use of the ERCOT transmission system for
export purposes on a monthly basis shall not exceed the annual transmission charge for the
transaction.

Transmission revenue. Revenue from the transmission of electric energy out of the ERCOT region
over the DC ties that is recovered under subsection (e) of this section shall be credited to all transmission
service customers as a reduction in the transmission cost of service for TSPs that receive the revenue.

Revision of transmission rates., Each TSP in the ERCOT region shall periodically revise its
transmission service rates to reflect changes in the cost of providing such services. Any request for a
change in transmission rates shall comply with the filing requirements established by the commission
under this section.

Interim Update of Transmission rates.

1) Frequency. Each TSP in the ERCOT region may apply to update its transmission rates on an
interim basis not more than once per calendar year to reflect changes in its invested capital.
Upon the effective date of an amendment to §25.193 pursuant to an order in Project Number
37909, Rulemaking Proceeding to Amend P.U.C. Subst. R. 25.193, Relating to Distribution
Service Provider Transmission Cost Recovery factors (TCRF), that allows a distribution
service provider to recover, through its transmission cost recovery factor, all transmission costs
charged to the distribution service provider by TSPs, each TSP in the ERCOT region may
apply to update its transmission rates on an interim basis not more than twice per calendar year
to reflect changes in its invested capital. If the TSP elects to update its transmission rates, the
new rates shall reflect the addition and retirement of transmission facilities and include
appropriate depreciation, federal income tax and other associated taxes, and the commission-
authorized rate of return on such facilities as well as changes in loads. If the TSP does not
have a commission-authorized rate of return, an appropriate rate of return shall be used.

2) Reconciliation. An update of transmission rates under paragraph (1) of this subsection shall
be subject to reconciliation at the next complete review of the TSP’s transmission cost of
service, at which time the commission shall review the costs of the interim transmission plant
additions to determine if they were reasonable and necessary. Any amounts resulting from an
update that are found to have been unreasonable or unnecessary, plus the corresponding return
and taxes, shall be refunded with carrying costs determined as follows: for the time period
beginning with the date on which over-recovery is determined to have begun to the effective
date of the TSP’s rates set in that complete review of the TSP’s transmission cost of service,
carrying costs shall be calculated using the same rate of return that was applied to the
transmission investments included in the update. For the time period beginning with the
effective date of the TSP’s rates set in that complete review of the TSP’s transmission cost of
service, carrying costs shall be calculated using the TSP’s rate of return authorized in that
complete review.
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3) Future consideration of effect on TSP’s financial risk and rate of return. For a TSP that
has increased its rates pursuant to paragraph (1) of this subsection, the commission may, in
setting rates in the next complete review of the TSP’s transmission cost of service, expressly
consider the effects of reduced regulatory lag resulting from the interim updates to the TSP’s
rates and the concomitant impact on the TSP’s financial risk and rate of return.

) Commission processing of application. The commission shall process an application filed
pursuant to paragraph (1) of this subsection in the following manner.

(A) Notice and intervention deadline. The applicant shall provide notice of its
application to all parties in the applicant’s last complete review of the applicant’s
transmission cost of service and all of the distribution service providers listed in the
last docket in which the commission set the annual transmission service charges for
the Electric Reliability Council of Texas. The intervention deadline shall be 21 days
from the date service of notice is completed.

B) Sufficiency of application. A motion to find an application materially deficient shall
be filed no later than 21 days after an application is filed. The motion shall be served
on the applicant by hand delivery, facsimile transmission, or overnight courier
delivery, or by e-mail if agreed to by the applicant or ordered by the presiding officer.
The motion shall specify the nature of the deficiency and the relevant portions of the
application, and cite the particular requirement with which the application is alleged
not to comply. The applicant’s response to a motion to find an application materially
deficient shall be filed no later than five working days after such motion is received.
If within ten working days after the deadline for filing a motion to find an application
materially deficient. the presiding officer has not filed a written order concluding that
material deficiencies exist in the application, the application is deemed sufficient.

©) Review of application. A proceeding initiated pursuant to paragraph (1) of this
subsection is eligible for disposition pursuant to §22.35(b)(1) of this title (relating to
Informal Disposition). Ifthe requirements of §22.35 of'this title are met, the presiding
officer shall issue a notice of approval within 60 days of the date a materially
sufficient application is filed unless good cause exists to extend this deadline or the
presiding officer determines that the proceeding should be considered by the
commission.

%) Filing Schedule. The commission may prescribe a schedule for providers of transmission
services to file proceedings to revise the rates for such services.

(6) DSP’s right to pass through changes in wholesale rates. A DSP may expeditiously pass
through to its customers changes in wholesale transmission rates approved by the commission,
pursuant to §25.193 of this title (relating to Distribution Service Provider Transmission Cost
Recovery Factors (TCRF)).

@ Reporting requirements. TSPs shall file reports that will permit the commission to monitor
their transmission costs and revenues, in accordance with any filing requirements ard
schedules prescribed by the commission.
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WP KMM-05 (Res Bill Effects)
Pg 1of3

CenterPoint Monthly Bill
for Residential Customer

Using 1000 kWh per Month
As of 3/20/2019
Current Rates Charge Amount
Total CEHE Charges $ 0.04596 | $ 45.96
Average Annual Rate - December 2018 REP Bill Comparison $ 0.1251 | $ 125.10
Proposed Rates Charge Amount
Total CEHE Charges $ 0.04834($ 48.34
Average Annual Rate - December 2018 REP Bill Comparison $ 0.1251 | $ 125.10
Total CEHE Charges Increase/ (Decrease) $ 2.38
Total CEHE Charges Percentage Increase/ (Decrease) 5.19%
Per 1,000 kWh Increase/ (Decrease) $ 0.00238
REP Proposed Average Annual Rate $ 0.1275
Increase/ (Decrease) in REP Bill due to CEHE Charges $ 127.49
Total Percent REP Bill Increase/ (Decrease) 1.91%
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As of 3/20/2019
Component

Number of kWh

Customer Charge

Metering Charge

AMS

Energy Efficiency Cost Recovery Factor (EECRF)
Rider Remand (EECRF Bonus)
Transmussion System Charge

Distnbution System Charge

System Benefit Pand

Transmussion Cost Recovery Factor (TCRF)
Nuclear Decommussiomng Charge
Transithor Chaepe §

Transttion Charge 2

Transition Charge 3

Transition Charge 5

Rats Case Expense Rider

System Restoration Charge (Hurncane Ike)

CenterPoint Monthly Bill
for Residential Customer
Usmg 1000 kWh per Month

Accumulated Deferred Federal Income Tax Credit (Hurricane Ike)

Rider TC Refund - Refimd of Transition Clurpes
Distribution Cost Recovery Factor (DCRF) 2015

Distribution Cost Recovery Factor (DCRF) 2016 Incremental Increase

Distribution Cost Recovery Factor (DCRF) 2017 Incremental Decrease

Distribution Cost Recovery Factor (DCRF) 2017 (AMS Recon ) Incremental Decrease
Distribution Cost Recovery Factor (DCRF) 2018 (TCJA) Incremental Increase
Distribution Cost Recovery Factor (DCRF) 2018 (TCJA Deferral)) Incremental Decrease

Unprotected Excess Deferred Income Taxes (UEDIT)

Total Base Related Charges (Customer, Metering, Trans. And Distr Only)
Total Bond Related Charges (TC, SRC, ADFITC)
Total RCE Charges and UEDIT Refund
Total Other Charges (AMS, EECRF, TCRF, SBF, NDC, DCRF)

Total CEHE Charges

Average Annual Rate - December 2018 REP Bill Comparison

Charge Amount
1,000
$162 $162
$385 $3 85
8000 $0.00
$0 000665 §0 67
$600  $000
$0 008439 $8 44
$0 016489 $1649
50000000 $0.00
$0 008245 $8 25
$0 000003 $0 00
$0.000006  $0.00
$0 002708 $27
$0 000346 $0 35
$0 001946 $1.95
0000000 $0.00
$0 001126 $113
(50000137) (S0 14)
$0.900000 50,00
$0.000241 $024
$0 000554 $0 55
($0 000143) ($0 14)
(50000028) (50 03)
$0 000138 $0 14
($0 000107) (%0 11)
$0 000000 $0 00
$30.40
5598
5000
$9.57
$0 045955 3$45.96
L soum $125.10

WP KMM-05 (Res Bill Effects)

% of Total Bill

1.29%
3.08%
8.00%
053%
C.00%%
675%
13 18%
L%
6 59%
000%
2007
216%
028%
1.56%
O00%
090%
0 11%

0,00
019%
044%
0 11%
-002%
011%
-0 09%
000%

% of Total Bull
36 73%

Pg 20f3

% of TDU Ball

3.53%
838%
DO
145%
9.00%
18.36%
35 88%
{4.00%
17 94%
001%
(.00%
589%
075%
423%
084
245%
-030%

G50%
052%
121%
031%
-0 06%
030%
-023%
000%

154



As of 3/20/2019

Number of kWh

Customer Charge
Metening Charge
AMS

S ommngn[

CenterPont Monthly Bill
for Residential Customer
Using 1000 kWh per Month

‘WP KMM-05 (Res Bill Effects)

Pg 30f3
%of Total Bill ~ %of TDU Bill

Energy Efficiency Cost Recovery Factor (EECRF)
Rider Remand {HECRY Bonus)

Transmisston System Charge
Distribution System Charge
System Bonefit Fond

Transmussion Cost Recovery Factor (TCRF)

Nuclear Decommussioning Charge

Transufon Charge §
Transition Charge 2
Transition Charge 3

Transition Charge 5

System Restoration Charge (Hurricane Ike)
Accumulated Deferred Federal Income Tax Credit (Humncane Ike)

$0 000665 $0 67

Rider TC Refund - Refund of Trnettion Charges
Distnbution Cost Recovery Factor (DCRF) 2015

Distnbution Cost Recovery Factor (DCRF) 2016 Incremental Increase

Distribution Cost Recovery Factor (DCRF) 2017 Incremental Decrease

Distribution Cost Recovery Factor (DCRF) 2017 (AMS Recon ) Incremental Decrease

Distribution Cost Recovery Factor (DCRF) 2018 (TCJA) Incremental Increase
Distibution Cost Recovery Factor (DCRF) 2018 (TCJA Deferral)) Incremental Decrease

Unprotected Excess Deferred Income Taxes (UEDIT)

Total Base Related Charges (Customer, Metermg, Trans And Distr Only)
Total Bond Related Charges (TC, SRC, ADFITC)
Total RCE Charges and UEDIT Refund
Total Other Charges (AMS, EECRF, TCRF, SBF, NDC, DCRF)

Total CEHE Charges

Average Annual Rate - December 2018 REP Bill Comparison

$0 000003

$0.000000

$0 002708

$0 000346

o 30001946

L

$0 001126
($0.000137) ($0 14) 011% -028%
$0.000000 0.0 GO0 ot
$0.000000 $000 0.00% 0.00%
$0.0000600 $0.00 0.00% 0.00%
0.00% 0.00%
0.00% 0.00%
0.00% 0.00%

$0 048340

$32.19

$5.99

(a.513

$067

$48.34

$4.251

$125.10

e s i

% of Total Bill
38 64%
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Fields, Brian L

WP KMM-06 (EEI CNP Emer Response Awards)
Page 1 of 1

From:
Sent:
To:
Subject:

Follow Up Flag:
Flag Status:

Mr. Fields,

The Emergency Response Awards are provided in two categories: Recovery, for companies directly impacted by events;
and Assistance, for companies that come to the aid of another company. Since the first awards were provided in 1998,

Schmitt, Owen <QSchmitt@eei.org>

Monday, March 04, 2019 1:16 PM

Fields, Brian L

[External Email] RE: EEI Emergency Response Awards for CenterPoint Energy

Follow up
Flagged

| EXTERNAL EMAIL

CenterPoint Energy has received the following 12 awards:

RECOVERY

CenterPoint Energy
CenterPoint Energy
CenterPoint Energy
CenterPoint Energy
CenterPoint Energy

ASSISTANCE

CenterPoint Energy
CenterPoint Energy
CenterPoint Energy
CenterPoint Energy

CenterPoint Energy

CenterPoint Energy
CenterPoint Energy

Sincerely,

Owen Schmitt

Sealy Microburst May 2017
Hurricane Harvey September 2017
Thunderstorm & Flooding April 2016
Hurricane lke September 2008
Hurricane Rita September 2005
Hurricane Michael October 2018
Puerto Rico Assistance 2018

Hurricane Irma 2018

Derecho and Hurricane Sandy 2012
Ice Storm & Hurricanes Dolly & Gustav

2008
Four storms 2007
Hurricanes Dennis, Katrina, Rita, and Wilma
2005

Edison Electric institute | Member Relations
701 Pennsylvania Avenue, N.W.| Washington, D.C. 20004-2696

202-508-5180 | www.eei.org
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WP KMM-07 (TX Diversity Mag)
Page 1 of 3

Wednesday, March 6, 2019

TexasDiversity

agazzne
Texas Diversity Magaring

THESE ARE THE TOP 25 COMPANIES
FOR DIVERSITY IN TEXAS

By
Marisa Richard

Collage of portraits of an ethnically diverse and mixed age group of focused business professionals

Every year, for their most exclusive list to-date, the National Diversity Council
releases the Top 25 Fortune 1000 Companies for Diversity in Texas. Once again,
The National Diversity Council is proud to announce the 2018 Top 25 Companies
for Diversity in Texas based on gender and minority representation in executive
leadership and boards of directors. These organizations will be recognized on
April 11, 2018 at the 14th Araual Texas Diversity and Loadership Conferenc.
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WP KMM-07 (TX Diversity Mag)
Page 2 of 3

"I would like to commend the organizations who have made this distinguished
list,” said Dennis Kennedy, Founder and Chair of the National Diversity Council.
“Although the highlighted companies have made some progress in their
inclusion efforts, our hope is that this report will motivate them to continue
progressing in a positive direction.”

Each of the 25 companies has been analyzed and compared against Texas
demographics in the recently released report "Waorkforce Liversity and
Coroerate Governance: A Quantitative Analysis of Diversity and Inclusion in
Texas Fortune 10C9 Compenles”. The National Diversity Council utilized various
resources such as census reports, corporate websites, internal contacts, and
external diversity associations to gather and report accurate information. To
see the full report, please visit our Corporate Diversity Research site.

Companies to be recognized include Dynegy, American Airlines, Dr. Pepper
Snapple and 1.C. Penney, to name a few, who after extensive research
measured by racial and ethnic diversity, gender diversity, diversity in board
membership and executive leadership, and corporate governance diversity of
101 Texas Fortune 1000 companies were hand selected.

The Texas Diversity and Leadership conference is a three-day event that will
give organizations the opportunity to explore the tools and resources necessary
to build diverse workforces and remain competitive on the global stage.
Attendees will have the opportunity to participate in informational sessions
covering topics such as “Unconscious Bias,” “The Impact of Multiculturalism on
the Healthcare Industry,” and “"Countering Islamophobia.” This year’s keynote
speakers are Actress and Philanthropist, Angela Bassett, Princeton University
Professor Emeritus, Dr. Cornel West, Florida’s 43 Governor, Jeb Bush and
Former U.S. Department of Housing and Urban Development Secretary, Julidn
Castro.

Registration for the Texas Diversity & Leadership Conference is currently
ongoing and can be completed at texasdiversityconferonce.com. For more
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information, please contact Dennis Kennedy at
dennis.kennedyCnationaldiversitycouncit.org.

WP KMM-07 (TX Diversity Mag)
Page 3 0of 3

See who made the cut. For the full list of the Top 25 Companies, see below.

WO NOURAE BN

10.
.Marathon Oil
12.
13.
14,
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.

-
.—L

J.C. Penney

Kimberly-Clark

Neiman Marcus

Texas Instruments

Center Point Energy

Commercial Metals

Dynegy

Conoco Phillips

United Services Automobile Association
Cinemark Holdings

Pepper Snapple

KBR

AT&T

Oxy

Michaels Stores
American Airlines
Phillips 66

Westlake Chemical
NuStar

Comerica Incorporated
Valero Energy
Brinker International
Enbridge

Waste Management

159



WP KMM-08 (09 to 18 10K TD Mileage Delta)

2018 10k
Overhead Underground Total
Transmission lines - 69 kV 266 2
Transmission lines - 138 kV 2,207 24
Transmission lines - 345 kV 1,336 -
Total transmission lines 3,809 26 3,835
Distribution lines 29,094 25,255 54,349
2009 10k
Overhead Underground Total
Transmission lines - 69 kV 423 2
Transmission lines - 138 kV 2,090 24
Transmission lines - 345 kV 1,216 -
Total transmission lines 3,729 26 3,755
Distribution lines 27,726 20,080 47,806
2018 less 2009 2018 less 2009 Total
Overhead Underground 2018 less 2009
Trans lines 80 - 80
Dist lines 1,368 5,175 6,543

Page1of1
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Number of Metered Customers

(End of Period)
2009
Residential 1,849,019
Total 2,094,210
Calc Non-Res 245,191

Source: 10K

2018

2,198,225
2,485,370

287,145

WP KMM-09 (09 to 18 10K Cust Delta)

2018 less 2009

349,206
391,160

41,954

Page 1o0f1
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CEHE CapEx 10k

S millions
2010 463
2011 538
2012 599
2013 759
2014 818
2015 934
2016 858
2017 924
2018 952

6,845

WP KMM-10 (09 to 18 10K TD CapEx)
Page 1of 1
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WP KMM-11 (Load Growth)
Page 1of1

Annual Total System

Annual Distribution System

Annual Transmission

Year Net Load Net Load System Net Load
MWH) (MWH) (MWH)
2009 79,612,886 62,163,260 17,449,626
2010 81,136,196 63,668,456 17,467,740
2011 84,346,790 66,674,330 17,672,460
2012 82,713,525 64,868,152 17,845,373
2013 84,437,122 65,231,800 19,205,322
2014 86,152,406 65,840,988 20,311,418
2015 88,225,204 67,547,642 20,677,562
2016 91,321,626 68,214,763 23,106,863
2017 93,017,644 68,586,326 24,431,318
2018 94,736,491 70,202,197 24,534,294
CAGR 2.0% 1.4% 3.9%
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WP KMM-12 (Port of Houston)
Pagelofl

Port Houston

STATISTICS

Houston is a vibrant, growing, international city fueled by trade, which certainly shows in the
port's trade statistics. Use this page to learn more about the port and its global connections.
In-depth statistics are available near the bottom of this page.

2017 Statistical Highlights for the greater Port of Houston complex

o Istranked U.S. port in foreign waterborne tonnage - 173 million short tons

e 2nd ranked U.S. port in total foreign and domestic waterborne tonnage - 260 million
short tons

» 3rd ranked U.S. port in terms of total foreign cargo value

2018 Statistical Highlights for the greater Port of Houston complex

e 6th ranked U.S. container port by total TEUs
o Largest Gulf Coast container port, handling 69% of U.S. Gulf Coast container traffic

« Largest Texas port with 45% of market share by tonnage and 96% market share in
contatners

Sources: USACE Navigation Data Center (facts 1,2), U.S. Dept. of Commerce Bureau of Census,
Customs Data from Census Bureau (fact 3), Journal of Commerce PIERS (facts 4 and 5),
American Association of Port Authorities (fact 6).
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WP KMM-13 (Texas Medical Center)
Page 1 of 1

TMC Facts Figures

Texas Medi~a! Center (TMC)—the largest medical complex in the world—is at the forefront of
advancing life sciences. Home to the brightest minds in medicine, TMC nurtures cross-institutional
collaboration, creativity, and innovation because together, we can push the limits of what's possible.

10 million 180,000+ /50,000

ANNUAL SURGERIES ER VISITS PER YEAR
PATIENT VISITS PER YEAR MO B0niny s agery Sy T T e
WORLD’S LARGEST WORLD’S LARGEST
CHILDREN'S HOSPITAL CANCER HOSPITAL
TEYAS CHILDREN'S HOSPITAL M ANDERSON CANCER CENTER

TR

8th largest 5200 50 million

BUSINESS DISTRICT IN THE U.s. TOTAL PATIENT BEDS DEVELOPED SQUARE FEET

OVER 25 OOO BABIES DELIVERED PER YEAR

TR T T By 000 2o et EOsp{le LI RGOy 26 200 D 5g 98 L endr Liut

13600+ $3 billion

TOTAL HEART SURGERIES IN CONSTRUCTION
PROJECTS UNDERWAY

TMC f TEXAS MEDICAL CENTER TMC.EDU
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April 2019
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10.

ADMS

CAIDI

FSR

kv

KVA

kwh

PF

SAIDI

SAIFI

URD

GLOSSARY OF ACRONYMS AND DEFINED TERMS

Advanced Distribution Management System

Customer Average Interruption Duration Index: the average length
of an outage.

Field Service Representative
Kilo-volts

Kilovolt-amperes: total power.
Kilowatt-hour

Power factor: ratio of real power (kW or kilowatts) to total power
(KVA or kilovolt-amperes) or PF =KW /KVA

System Average Interruption Duration Index: average number of
outage minutes per customer per year.

System Average Interruption Frequency Index: average number of
times that a customer's service is interrupted.

Underground Residential Distribution

168



11
12

13
14
15

16
17

18

19

20

21

22

Page 1 of 51

EXECUTIVE SUMMARY OF RANDAL M. PRYOR

CenterPoint Energy Houston Electric, LLC’s (“CenterPoint Houston” or the

“Company”) Distribution Operations Division is responsible for the daily operation of the

Company’s distribution grid.

My testimony:

supports the reasonableness and necessity of Distribution Capital Costs
from 2010 through 2018 in the amount of approximately $2.3 billion, of
which approximately $1.1 billion was attributable to customer growth;

describes the Distribution Operations division, the major programs and
initiatives that drive distribution investment and expense;

describes the system growth the Company’s distribution system has
experienced since its last rate case, Docket No. 38339;

supports the reasonableness and necessity of Operations and Maintenance
(“O&M™) expenses incurred in support of the distribution function during
the 2018 test year in the amount of $206.7 million; and

describes a number of the processes used to plan, monitor, and control
investments and expenditures.

Together with the cost of service data and testimony of the Company’s other

witnesses, my testimony demonstrates that the capital expenditures and test year O&M

expenses for the distribution function are reasonable, necessary, and representative of the

costs to provide service to customers of CenterPoint Houston and thus, should be included

in the Company’s cost of service.

Direct Testimony of Randal M. Pryor
CenterPoint Energy Houston Electric, LLC
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DIRECT TESTIMONY OF RANDAL M. PRYOR

I. INTRODUCTION

PLEASE STATE YOUR NAME AND POSITION.

My name is Randal M. Pryor and I am employed by CenterPoint Energy Houston
Electric, LLC (“CenterPoint Houston” or the “Company”) as Vice President of
Distribution Operations.

PLEASE DESCRIBE YOUR EDUCATIONAL AND PROFESSIONAL
BACKGROUND.

I graduated from Texas A&M University in 1990 with a Bachelor of Science degree
in Agricultural Economics. I began my career with Houston Lighting & Power, a
CenterPoint Energy, Inc. (*“CNP”) predecessor company, in June of 1991. Since
that time, I have been employed by CNP or one of its affiliates. My positions within
the Company have included Financial Analyst, Supervisor/Manager/Director of
Financial Planning, Service Area Director, Operations Director, and my previous
position within CenterPoint Energy Resources Corp. as Division Vice President
Regional Operations for Texas. 1 was named to my present position in December
2018, at which time I assumed responsibility for all electric distribution operations
in the state of Texas.

WHAT ARE YOUR CURRENT RESPONSIBILITIES?

As Vice President of Distribution Operations, my responsibilities include
overseeing electric distribution operations for the entire greater Houston area,
which covers approximately 5,000 square miles and delivers electricity to

approximately 2.5 million meters.

Direct Testimony of Randal M. Pryor
CenterPoint Energy Houston Electric, LLC
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ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING?
I am testifying on behalf of CenterPoint Houston.

HAVE YOU TESTIFIED PREVIOUSLY?

Yes. I have filed testimony with the Railroad Commission of Texas in Gas Ultilities
Docket Nos. 10432, 10567 and 10669.

WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS
PROCEEDING?

The electric organization consists of four divisions, the Distribution Operations
division, the Power Delivery Solutions division, the Engineering & Asset
Optimization division, and the High Voltage Operations division. The purpose of
my testimony is to support the $206.7 million in Operations and Maintenance
(“O&M”) expense associated with activities performed by the Distribution
Operations division.

My testimony identifies the functions of the Distribution Operations and
describes how the division is structured and staffed to accomplish the goal of
providing a reliable power delivery system at a reasonable cost. My testimony
demonstrates that the O&M costs associated with the Distribution Operations
division are effectively and carefully managed and maintained through business
planning, budget plan review, and ongoing budget plan monitoring. I also support
the prudence of distribution capital investment in the amount of $2,344.5 million
through December 31, 2018. This capital investment is used and useful in the
provision of electric utility service and was prudently incurred. As a result, I
conclude that these costs are reasonable and necessary and should be recovered in

the Company’s rates.

Direct Testimony of Randal M. Pryor
CenterPoint Energy Houston Electric, LLC
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HAVE YOU INCLUDED ANY EXHIBITS WITH YOUR TESTIMONY?
Yes. T have prepared or supervised the preparation of the exhibits listed in the table
of contents.

PLEASE DESCRIBE THE INTERACTION OF YOUR TESTIMONY WITH
OTHER WITNESSES IN THIS CASE.

My testimony sponsors the total capital investment that has been made in the
Company’s distribution system since January 1, 2010, and describes the operation,
system maintenance, trouble response and meter maintenance of the distribution
delivery system. Company witness Dale Bodden is responsible for the Engineering
and Asset Optimization division and her testimony describes the engineering,
planning, design and capital budgeting process for the distribution and transmission
system. Company witness Julienne P. Sugarek is responsible for the Power
Delivery Solutions division and her testimony describes the customer interface,
customer support and power quality solutions that directly impact our customers.
My testimony and that of Ms. Bodden and Ms. Sugarek explain the reliability and
maintenance programs for which we are each responsible.

Company witness Martin W. Narendorf Jr. is responsible for the High
Voltage Operations division and his testimony describes the transmission system
and how it provides energy to the distribution delivery system. Mr. Narendorf
supports the total capital spent for transmission, substation and major underground
work required to provide service to the distribution system. Mr. Narendorf
similarly supports the overall maintenance and operation of these activities and the

associated expenditures. I support the reasonableness and necessity of the O&M

Direct Testimony of Randal M. Pryor
CenterPoint Energy Houston Electric, LLC
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costs associated with the Distribution Operations division that are attributed to the
distribution and transmission functions.

Company witness Michelle M. Townsend discusses allocated costs
associated with the regulated support organizations and CenterPoint Energy
Service Company, LLC. Company witness Kristie L. Colvin provides testimony
on the Company’s overall planning and budgeting process and cost of service

adjustments.

II. DESCRIPTION OF THE DISTRIBUTION OPERATIONS DIVISION

HOW IS DISTRIBUTION OPERATIONS ORGANIZED?

In 2018, Distribution Operations included 12 service centers that were managed by
four Regional Directors. The division also included the Distribution Control
Department, the Operations Department, and the Distribution Programs &
Construction Department. See Figure 1 for the organizational chart for Distribution

Operations.

Direct Testimony of Randal M. Pryor
CenterPoint Energy Houston Electric, LL.C
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Figure 1. Distribution Operations Organizational Chart

Distribution
Operations
Vice President

Page 6 of 51

North S};)eut.heaslt Southwest Central
Regional glona Regional Regional . Distribution
Drrector . Distribution .

Director Galvest Drrector Director Control Operations Programs &

Humble, Ba \t/es or:g; Fort Bend, Spring Branch, D o 1;0 Director Construction
Greenspoint & ytown Brazona & Katy & rector Director
South
Cypress Sugarland Bellarre
Houston
Prumary Vegetation
Dispatching Metering &
Management
Disp Support Central
Distr Programs
FSR's Metering
Distr Const &
Revenue Emergency
Quality
Protection Ops
Assurance
Dsstr Services
III. DISTRIBUTION OPERATIONS SINCE DOCKET NO. 38339

HAVE THERE BEEN ANY CHANGES IN THE COMPANY’S DAY-TO-
DAY DISTRIBUTION OPERATIONS SINCE THE PUBLIC UTILITY
COMMISSION OF TEXAS (“COMMISSION”) LAST CONDUCTED A
COMPREHENSIVE BASE RATE REVIEW FOR CENTERPOINT
HOUSTON?

Yes. The test year in Docket No. 38339 ended December 31, 2009. Since that
time, CenterPoint Houston has remained committed to delivering safe and reliable
electric delivery service to its customers—this commitment never has and never
will change. However, two factors—customer growth and technology

advancements—are changing the way the Company operates on a day-to-day basis.

Direct Testimony of Randal M. Pryor
CenterPoint Energy Houston Electric, LL.C
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WHAT CUSTOMER GROWTH HAS THE COMPANY SEEN SINCE
DOCKET NO. 38339?

When the growth of the Houston metro area is considered for just the past seven
years, it ranks No. 4 in the nation.! As shown on Exhibit RMP-1, CenterPoint
Houston serves much of this fast-growing area. The population in and around
Houston grew from approximately 5.9 million in 2010 to nearly 6.9 million in 2017,
an increase of more than 16 percent. Among the Houston area’s 10 counties, two—
Harris and Fort Bend— ranked among the top 15 nationwide for largest population
gains in 2017.2 As a result, the Company has experienced the addition of 359,525
new residential customers and 41,991 new commercial customers from January 1,
2010 through December 31, 2018.

From an infrastructure perspective, over the past four years, overhead
distribution pole miles (feeder-main and laterals) have increased an average of 171
miles per year, while Underground Residential Distribution (“URD”) circuit miles
have increased an average of 257 miles per year. As Ms. Bodden’s direct testimony
also notes, necessary infrastructure to support economic growth within the City of
Houston and surrounding areas has resulted in the need to build or install
approximately 221 new substation feeder positions to accommodate new
distribution feeders, 55 new substation transformers, size upgrades for

12 substation transformers, and 6 new distribution substations.

! Source: https://www.bizjournals.com/houston/news/2018/03/23/houstons-population-keeps-popping-but-
growth-is.html.

21d.

Direct Testimony of Randal M. Pryor
CenterPoint Energy Houston Electric, LLC
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CAN YOU PROVIDE SOME EXAMPLES OF THE AREAS WITHIN
CENTERPOINT HOUSTON’S SERVICE TERRITORY THAT HAVE
REQUIRED INVESTMENT DUE TO GROWTH?

Yes. Residential and commercial growth areas in the last eight years include:
1) the Bridgelands, Towne Lakes, Exxon, Creekside, Summerwood/Balmoral, and
Generation Park in the North Region; 2) Ameriport, Windfree Developments,
Kilgore Parkway, Joseph’s Cove, Methodist Hospital Baytown, Trinity Oaks, San
Jacinto Mall, LBC Magellan, Port of Houston, Liberty Port Crossing, Avera,
Parkway Trails, Cedar Park Industrial Park, Canterbury Park, Massey Lakes
Estates, Pearland ISD and Bayport in the Southeast Region; 3) Twinwood, Cinco
Ranch, Cross Creek Ranch, Jordan Ranch, The Boardwalk, Skybox Data Center,
Brazos Town Center, Circle Oak, Walnut Creek, Stone Creek Estates, and Sunrise
Meadows, in the Southwest Region; and 4) Regent Square, Market Square, Caydon,
Camden Toyota Center, Hines Development, Texas Children’s Pediatric Center,
TMC3, and Houston Methodist Hospital in the Central Region.

HAS THE COMPANY’S GROWTH BEEN LIMITED TO AREAS OF
CONCENTRATED INFRASTRUCTURE?

No. CenterPoint Houston has experienced growth in both the well-developed areas
of its service territory and in areas where infrastructure is less concentrated. The
numerous subdivisions referenced above attest to this fact. This, in turn, has
required the Company to expand the breadth of its distribution system and

distribution operations to serve new developments.

Direct Testimony of Randal M. Pryor
CenterPoint Energy Houston Electric, LLC
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DOES THE COMPANY EXPECT CUSTOMER GROWTH TO
CONTINUE?

Yes. The Company is working on or anticipating the following new developments:
Briarwood Crossing, Seabourne Landing, Kingdom Heights, Harvest Green,
Costello Development, Sendero, Grand Vista Lakes, Taylor Morrison
Development (Hines Nursery), Polo Ranch, Fulshear Farms, Vanbrooke, Freeman
Ranch, Cane Island, City Gate, The Village At Katy, The Mix At Midtown,
Boulevard Oaks Business Park, Sears Building Redevelopment, The Montrose At
Buffalo Bayou, Equinox Hotel — River Oaks, Driscoll At River Oaks, Modern
Green Ivy District, Blossom Hotel, Sage Property (downtown USPS site), Hanover
River Oaks, Buffalo Point Townhomes, Regalia At The Park, Kirby Landing,
TMC3, M.D. Anderson East Campus, Bridgeland (West side of State Highway 99),
Daikin/Goodman facility expansion, AF Global in Waller, Generation Park
(Eastside of Beltway 8), Republic Heat, P66 Red Oak Pipeline, Coca Cola Head
Quarters and Bush Airport expansion.

HOW HAVE THE COMPANY’S DAY-TO-DAY DISTRIBUTION
OPERATIONS BEEN IMPACTED BY TECHNOLOGICAL CHANGES
SINCE DOCKET NO. 38339?

As Company witness Shachella D. James explains in her direct testimony, the
Company is investing in technology that is strategically engineered to support the
increased safety, satisfaction, and security of our customers, employees, regulators,
and the general public. Through major technology advancements, including
deployment of approximately 2.5 million smart meters, intelligent grid technology,

mobile customer and employee digital services, data analytics, and more
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sophisticated cybersecurity capabilities, the Company is now operating as a
215 Century digital business.

DOES THE COMPANY ANTICIPATE THAT TECHNOLOGICAL
ADVANCEMENTS WILL CONTINUE TO AFFECT ITS DAY-TO-DAY
OPERATIONS?

Yes. As Ms. James’ direct testimony details, the Company continues to invest in
technology upgrades or conversions required to maintain support or ensure data and
cybersecurity maintenance, improve customer accessibility and functionality, and
increase overall business resiliency. As technology advances continue globally,
CenterPoint Houston must also move forward in its use of technology, while
continuing to protect data that it must maintain for the benefit of customers.

IV. DISTRIBUTION OPERATIONS O&M EXPENDITURES

WHAT O&M AMOUNT WAS NECESSARY FOR THE DISTRIBUTION
OPERATIONS DIVISION DURING THE TEST YEAR?

Distribution Operations incurred $206.7 million in O&M during the test year.
Figure 2 shows the test year expense by department for the Service Centers,
Distribution Control, Operations, Distribution Programs & Construction, and

Administration and General.
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Figure 2. Test-Year O&M Expense by Department for
Distribution Operations

Distribution Operations ’I];;;ei(;zr
O&M by De partment In Millions

Service Centers $134.6
Distr Programs & Construction $53.2
Operations $7.9
Distribution Control $6.1
Administrative and General $4.9
Total $206.7

PLEASE DESCRIBE THE ACTIVITIES PERFORMED BY THE SERVICE
CENTERS AND THE ASSOCIATED O&M COSTS.
For the test year, Service Center O&M-related costs were $134.6 million. This
department has four Regional Directors and 12 service centers that are responsible
for the day-to-day operations of the overhead distribution delivery system and
associated URD, including construction, operation and maintenance. Service
Center field personnel complete customer service orders (“CSOs”) involving
residential and commercial customers, such as disconnect and reconnect,
maintenance on the meter and new installations, or change orders when a customer
rewires his service. CSOs generally involve single phase meters greater than 200
amps and three phase meters. Distribution Operations personnel executed
approximately 275,621 CSOs in 2018, including connections (cut-ins),
disconnections (cut-outs), and meter investigations. Field personnel also perform
service restoration in the event of outages, new construction and maintenance.

The majority of these O&M expenditures are essential non-discretionary

activities since they involve distribution maintenance, distribution restoration and

Direct Testimony of Randal M. Pryor
CenterPoint Energy Houston Electric, LLC

179



10

11

12

13

14

15

16

17

18

19

20

21

22

Page 12 of 51

new distribution service. Distribution maintenance includes repairs for pole top
switches, regulators, reclosers, capacitors, security and guard lights, URD loops
and transformers, and field corrective maintenance which is follow-up maintenance
after trouble.

Distribution Operations personnel responded to approximately 87,396
outage cases in 2018. Outage events include circuit outages, line fuse outages,
transformer outages and individual customer outages. Inclement weather,
equipment failure, and foreign objects (trees, vehicles, wildlife, etc.) coming into
contact with distribution facilities typically cause these power interruptions. Most
of the repairs that are required are minor in nature, such as re-fusing line sections
and replacing equipment (transformers, poles and crossarms). These expenditures
do not include costs for restoration during major storm events, such as Hurricane
Harvey.

PLEASE DESCRIBE THE ACTIVITIES DISTRIBUTION PROGRAMS
AND CONSTRUCTION AND THE ASSOCIATED O&M COSTS.

For the test year, Distribution Programs and Construction O&M-related costs were
$53.2 million. This department is responsible for distribution and transmission
vegetation management, substation and transmission right-of-way mowing,
distribution programs, including pole maintenance and URD cable assessment,
distribution construction, and quality assurance. The Pole Maintenance Program,
the Cable Assessment Program and the Vegetation Management Program are

discussed in detail later in the testimony.
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PLEASE DESCRIBE THE ACTIVITIES PERFORMED BY OPERATIONS
AND THE ASSOCIATED O&M COSTS.

For the test year, Operations O&M-related costs were $7.9 million. This
department is responsible for Primary Metering, Central Metering, Emergency
Operations, and Distribution Support Services. Primary Metering handles
distribution customers that take service at 12 kV or 35 kV. Central Metering is
responsible for installing, maintaining, removing and repairing metering
equipment, including transformer-rated metering services, and for procuring,
testing, and calibrating meters, as well as the central meter shop that supports this
effort. Central Metering is also responsible for the high voltage metering
employees that perform these same tasks for transmission customers, the Electric
Reliability Council of Texas, and inter-tie locations. Emergency Operations
provides support for the Company’s Emergency Operations Plan (“EOP”).
Distribution Support Services is responsible for providing data analytics and
business intelligence for the Distribution Operations Division.

PLEASE DESCRIBE THE ACTIVITIES PERFORMED BY
DISTRIBUTION CONTROL AND THE ASSOCIATED O&M COSTS.

For the test year, Distribution Control O&M-related costs were $6.1 million. The
Distribution Control Department is responsible for the daily operation of the
distribution grid, which includes proactive and reactive switching, remote control
and monitoring of all distribution level switching devices, as well as trouble
dispatching and daily system load monitoring. Distribution Control also dispatches
trouble orders for outage restoration and CSOs to facilitate customer-related work.

The department is also responsible for dispatching support, Field Service
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Representatives (“FSRs™), and revenue protection. Dispatching support is
responsible for all testing, training, and rollout assistance with the Advanced
Distribution Management System (“ADMS”) and Service Suite (mobile data
application for dispatching purposes), direct support for training, reporting and
issue resolving for the dispatchers, tracking and reporting on distribution
development plan construction work, performing quality assurance on all outage
events to make sure the duration and customer count is correct, and providing
specialized reporting from the ADMS system.

The FSR group is responsible for dispatching FSRs to handle field service
orders involving residential and small commercial customers for single phase
120/240 volt 3 wire meters up to the 200 amp rating. They also remove and install
lockbands at the request of electricians and customers to facilitate customer work
behind the meter. The FSR group investigates meter tampering alerts that come
from the AMS Analytics programs and help gather evidence to support a meter
tampering case. Revenue protection is responsible for identifying, investigating
and collecting lost revenue resulting from the theft of services and irregular meter
conditions.

WHAT O&M COSTS ARE ASSOCIATED WITH THE ADMINISTRATIVE
AND GENERAL CATEGORY FOR DISTRIBUTION OPERATIONS?

For the test year, distribution administrative and general O&M costs were
$4.9 million. These expenses include managerial labor, administrative support and

miscellaneous general expenses for the Distribution Operations Division.
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ARE ALL OF THESE O&M EXPENDITURES REASONABLE AND
NECESSARY?

Yes. The test year O&M expenses for Distribution Operations were related to
necessary functions that directly impacted the reliability and operation of the

distribution system to serve both existing and new customers.

V. DISTRIBUTION SYSTEM CAPITAL ADDITIONS

WHAT CAPITAL INVESTMENT IN DISTRIBUTION PLANT
ADDITIONS DOES CENTERPOINT HOUSTON SEEK TO INCLUDE IN
RATE BASE IN THIS PROCEEDING?

The Company spent $2,344.7 million for distribution plant additions between
January 1, 2010 and December 31, 2018. These capital investments were
reasonable and necessary to satisfy service area growth, reliability improvements,
service restoration, and operations & support activities.

WHY WERE DISTRIBUTION CAPITAL INVESTMENTS NECESSARY?
The major factors necessitating the distribution capital investments are service area
load growth, the associated improvements that are necessary for reliable service,
service restoration replacement costs for damaged distribution facilities, and the
investments that are required for fleet, office facilities and equipment that occur as

our system grows and ages.
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IS ALL OF THE DISTRIBUTION SYSTEM CAPITAL INVESTMENT
THAT THE COMPANY SEEKS TO RECOVER IN RATES USED AND
USEFUL IN THE PROVISION OF ELECTRIC SERVICE AND WAS THIS
INVESTMENT PRUDENTLY INCURRED?

Yes. The $2,344.7 million for distribution plant additions that the Company made
between January 1, 2010 and December 31, 2018 were prudently incurred and are
used and useful in the operation of the distribution system that serves both existing
and new customers.

A, Categories of Distribution Capital Investment

WHAT ARE THE CATEGORIES FOR CAPITAL INVESTMENTS FOR
THIS RATE FILING?

The costs for capital investments from January 1, 2010 through December 31,2018
are in the following categories: customer growth, including relocations for public
improvements; reliability improvements; service restoration investments; and
operations & support investments associated with the replacement of deteriorated

equipment and facilities. These costs are identified in Figure 3, Capital Investment

by Category.
Figure 3. Distribution Capital Investment by Category
Amount
ital I

Capital Investment by Category In Millions
Customer Growth (including relocations) $ 1,095.1
Reliability Improvement $ 865.9
Service Restoration Investments $ 392.4
Operations and Support Investments $ (8.7)
Total $ 2,344.7
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1. Customer Growth Investments

WHAT ARE THE CAPITAL INVESTMENTS FOR CUSTOMER
GROWTH FROM JANUARY 1, 2010 THROUGH DECEMBER 31, 2018?
As shown in Figure 4, the capital investment for customer growth generally falls
into the categories of distribution development, relocations, and new service.

Figure 4. Customer Growth Expenditures

Customer Growth Investments Amfn{nt
In Millions

Distribution Development $ 288.5
Relocations (Public Improvement) $ 23.6
New Service $ 783.0

Overhead Installations $ 273.8

Underground Installations $ 270.7

Meters and Drops $ 145.8

Street Lighting $ 97.0

(Over)/Under Recovery Construction Overhead  $ (4.3)
Total $ 1,095.1

WHAT CAPITAL INVESTMENTS ARE REQUIRED TO ADD NEW
DISTRIBUTION INFRASTRUCTURE TO SUPPORT DISTRIBUTION
DEVELOPMENT AND ACCOMMODATE CUSTOMER GROWTH?

Area development projects resulting from the distribution planning process account
for $288.5 million in capital expenditures since January 1, 2010. These projects
include new overhead and underground distribution circuits, line extensions, the
reconfiguration of existing circuits to shift load, and the installation and
modification of capacitors to manage load. The capital additions typically occur
slightly in advance of population and business growth, so that the electrical
infrastructure will be in place to serve the demand. The Greater Houston area has

experienced continued residential and commercial growth. Also, redevelopment of
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these areas is frequently denser than the original development, which requires an
upgrade to the electrical infrastructure.

WHAT FACTORS DRIVE THE NEED FOR INVESTMENT RELATED TO
RELOCATIONS?

Growth and changes in population often result in public improvement projects such
as road expansions, new roadways, right-of-way changes and changes in land use,
which, in turn, require relocations and other changes to the existing distribution
infrastructure. In total, CenterPoint Houston spent $23.6 million to relocate
overhead facilities and street lights to accommodate major road, highway, and
freeway construction during the period from January 1, 2010 to December 31, 2018.
CAN YOU PROVIDE EXAMPLES OF RELOCATION ACTIVITY
NECESSARY TO ACCOMMODATE CUSTOMER GROWTH SINCE
DOCKET NO. 38339?

Examples of facility relocations that have taken place since the Company’s last rate
case include: US 290 (segment F & G), Westpark Tollway (Phase 1 & IT), FM 2234,
FM 521, FM 762, Rayford Rd, FM 1774, Grant Rd, Tomball Tollway Phase II,
Treschwig Rd, and Telge Rd.

WHY ARE INVESTMENTS FOR OVERHEAD AND UNDERGROUND
SERVICE INSTALLATIONS, METERS AND DROPS AND STREET
LIGHTING NECESSARY?

Continued home building and the construction of associated services that follow
new residential construction, such as new retail and restaurant facilities, schools,
churches, and businesses, has necessitated new overhead service installations and

URD installations, as well as new meters and drops and street lighting. In addition,
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there has been office and warehouse development in the Company’s service area
resulting in new services.

2. Reliability Improvements

WHAT CAPITAL RELIABILITY IMPROVEMENTS WERE NECESSARY
DURING THE PERIOD JANUARY 1, 2010 THROUGH DECEMBER 31,
2018?

As shown in Figure 5, the Company incurred necessary reliability improvements
for poles, capacitors, overhead service rehabilitation, URD replacement, street
lighting, grid hardening and intelligent grid switching devices (“1GSD”).

Figure 5. Capital Reliability Improvements

. I Amount
Capital Reliability Improve ments In Millions
Overhead Service Rehabilitation $ 244.9
Pole $ 238.4
URD Replacement $ 220.7
Street Lighting $ 108.7
Capacitors $ 45.8
IGSD Installations $ 7.3
Total $ 865.9

WHY WERE INVESTMENTS IN POLES, CAPACITORS, OVERHEAD
SERVICE REHABILITATION, URD REPLACEMENT, STREET
LIGHTING, GRID HARDENING AND IGSD’S NECESSARY?

Reliability-related capital costs are primarily caused by the aging of the Company’s
overhead distribution system and the programs needed to meet the reliability
standards required by the Public Utility Regulatory Act and the Commission’s
Substantive Rules. For instance, the Company inspected approximately 148,500

poles in 2018. As a result of its pole maintenance program, as well as pole

Direct Testimony of Randal M. Pryor
CenterPoint Energy Houston Electric, LL.C

187



10

11

12

13

14

15

16

17

18

19

20

21

22

23

Page 20 of 51

replacements by service centers on an as-needed basis, the Company replaced or
braced approximately 9,000 wooden poles in 2018 alone. In addition,
approximately 1,300 URD cables were replaced to maintain service. Capacitors
were replaced as needed to support an adequate power factor. Street lights were
replaced as necessary to maintain lighting requirements. IGSDs are installed to
enhance the switching capability of the distribution system and thus improve
reliability.

DOES CENTERPOINT HOUSTON HAVE CAPITAL IMPROVEMENT
PROGRAMS THAT ARE DESIGNED TO MAINTAIN OR IMPROVE
RELIABILITY?

Yes. Programs to improve reliability often result in a capital improvement. These
programs include the Company’s pole maintenance program, its URD Cable Life
Extension Program, the feeder inspection program, the power factor program, the
infra-red program, the root cause analysis program, the hot fuse program and the
distribution automation program. Ms. Bodden’s testimony addresses the power
factor program, while Ms. Sugarek addresses the infra-red program, the root cause
analysis program, the hot fuse program and the distribution automation program.
WHY IS INVESTMENT IN URD REPLACEMENT NECESSARY?

Similar to overhead service rehabilitation, underground rehabilitation costs are
primarily caused by the aging of the underground distribution system. CenterPoint
Houston’s facilities installed during the economic boom of the late 1970s and early
1980s are aging, especially in residential areas served by underground URD

facilities. Asunderground cable approaches and exceeds 30 years of age, it is more
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likely to fail. When a URD failure occurs, it typically requires the replacement of
one span of cable that is isolated between transformers.

3. Service Restoration Investments

WHAT CAPITAL INVESTMENT WAS NECESSARY FOR SERVICE
RESTORATION DURING THE PERIOD JANUARY 1, 2010 THROUGH
DECEMBER 31, 2018?

As shown in Figure 6, capital expenditures for service restoration have been made
for URD, overhead, weather related, major underground, and street lighting.

Figure 6. Capital Service Restoration Investments

. . . Amount
Capital Service Restoration Investments In Millions
Overhead $ 143.7
URD $ 97.2
Weather Related $ 80.7
Street Lighting $ 70.7
Total $ 392.3

WHY WERE INVESTMENTS IN URD, OVERHEAD, WEATHER-
RELATED, AND STREET LIGHT SERVICE RESTORATION
NECESSARY?

Service Restoration costs are non-discretionary in nature and are the result of
equipment damage or failure caused by events beyond the Company’s control, such
as poles being damaged due to vehicle accidents, third-party cable cuts, and
inclement weather. Street light restoration costs are also non-discretionary in
nature and are mainly the result of equipment damage to streetlight systems due to

severe storms or poles being damaged due to vehicle accidents.
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4. Operations and Support Investments

WHAT CAPITAL INVESTMENT WAS INCURRED FOR OPERATIONS
AND SUPPORT DURING THE JANUARY 1, 2010 THROUGH
DECEMBER 31, 2018 PERIOD?

Capital investment for operations and support related to miscellaneous expenses,
shop service, vessel moves, and other total to ($8.7 million) during the period.
WERE INVESTMENTS IN MISCELLANEOUS EXPENSES, SHOP
SERVICE, VESSEL MOVES AND OTHER OPERATIONS AND SUPPORT
INVESTMENTS REASONABLE AND NECESSARY?

Yes. Capital operations and support investments include miscellaneous capital
expenses for the purchase of distribution computer hardware, premise equipment,
tools, and test equipment, the cost of distribution materials and services as provided
by the Shops Department, the capital cost of vessel moves, which entails raising
distribution lines to accommodate the moving of very large vessels down city
streets, and other capital investments such as capital tools, climbing kits and
salvage. Scrap sales and transformer sales resulted in a negative value for
operations and support investments.

B. Capital Project Classification and Allocation

WHAT POLICIES OR GUIDELINES DETERMINE THE MANNER IN
WHICH SPECIFIC PROJECTS ARE CAPITALIZED ON THE
COMPANY’S BOOKS AND RECORDS?

The three primary policies that determine how project costs are to be either
capitalized or expensed include: various Federal Energy Regulatory Commission
(“FERC”) guidelines relating to capitalization and expenses; CNP’s Capitalization
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Policy (which was developed consistent with the FERC guidelines); and CNP’s
Capitalization of Computer Software Policy (also developed consistent with FERC
guidelines). The Company’s Capitalization Policy and Capitalization of Computer
Software Policy are attached to Ms. Colvin’s testimony as Exhibit KLC-11

(Capitalization Policy). The various FERC guidelines are voluminous, but are

generally publicly available at https://www.ferc.gov/enforcement/acct-matts.asp.
HAS THE COMPANY CONSISTENTLY FOLLOWED THESE POLICIES
IN PREVIOUS RATE PROCEEDINGS?

Yes. CenterPoint Houston consistently applied these policies in its prior rate case
in Docket No. 38339 as well as its prior Distribution Cost Recovery Factor and
Transmission Cost of Service adjustment filings.

HOW DOES THE COMPANY ENSURE THAT THE CAPITALIZATION
POLICIES ARE FOLLOWED AND THAT ITS BOOKS AND RECORDS
ARE ACCURATE AND COMPLETE, AND CONSISTENT WITH THESE
POLICIES?

The Company uses work management software, SAP, to track each project on a
work order basis. Service consultants and engineers are responsible for creating
work orders based on design and load specifications. These employees are trained
on work order creation, including specification of what defines capital work versus
non-capital work and correct coding of work orders. The employee training
materials related to work order entry—Service Consultant Budget Training, Service
Consultant SAP Training, and Settlement Rules for Work Orders—are provided as

Exhibits RMP-2, RMP-3 and RMP-4. All work orders are reviewed multiple times
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throughout the work order lifecycle to ensure that the costs are accurately identified
as capital.

PLEASE DESCRIBE THE REVIEW PROCESS FOR WORK ORDERS.
Once a service consultant or engineer creates a work order, a peer, supervisor or
manager reviews the order to ensure it has been properly created, including
verifying if it is properly classified as capital versus expense-based on the material
and work planned. The order is then provided to the Operations Manager or
Operations Supervisor, who performs a second review of the order before the work
is performed. Once work has been completed, a third review is performed by the
Service Area Assistant/Distribution Projects Coordinator to verify that the actual
work completed still meets the qualifications of capital work, and the order is still
properly coded. Moreover, prior to unitization of the asset, the Asset Lifecycle
Accounting (“ALA”) process within SAP will automatically identify and issue an
exception notification for a work order that has been coded as capital, but does not
have capital material included on the order. This exception/error will remain until
the order has been corrected. ALA will not allow the order to be unitized or closed
until the proper work type is provided. Finally, prior to unitization, Property
Accounting has a process in place to identify and flag completed work orders
categorized as capital which do not include a retirement unit. These orders are
researched and will not be unitized/placed in-service until the work is verified and

determined to be eligible for capitalization.
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DO ANY OTHER PROCESSES AND CONTROLS ENSURE THAT WORK
ORDERS ARE PROPERLY AND ACCURATELY COMPLETED?

Yes. On a monthly basis, testing is performed in accordance with the Company
Sarbanes Oxley control, “Manage Fixed Assets.” The Company’s Finance
Department randomly selects a sample of capital orders that have been completed,
processed, and closed. A financial analyst then tests each order selected and
provides evidence from SAP that the order meets the specifications of being a
capital order. Finally, Deloitte & Touche LLP, the Company’s independent
financial auditor, samples and reviews orders to determine if they are correctly
classified as capital, as part of the annual financial audit and controls review.

VI. CAPITAL AND O&M EXPENSE PLANNING
AND COST CONTROL

HOW DOES CENTERPOINT HOUSTON ENSURE THAT ITS
NECESSARY CAPITAL INVESTMENTS AND O&M EXPENSES ARE
REASONABLE?

CenterPoint Houston carefully plans capital investments and O&M activities and
related expenses in a five-year planning process, and adjusts the programs, as well
as costs annually depending upon system performance. The Company uses several
processes to accomplish this oversight. These processes include: 1) the workforce
planning process, 2) budgeting and cost control, 3) the use of contractors, 4) the
distribution planning process, and 5) the transmission planning process. I will
discuss the workforce planning process, budgeting and cost control, and the use of
contractors. The distribution planning process and the transmission planning

process are discussed in Ms. Bodden’s testimony.
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A, Workforce Planning Process

HOW DOES CENTERPOINT HOUSTON ENSURE THAT IT MAINTAINS
PERSONNEL LEVELS SUFFICIENT TO OPERATE AND MAINTAIN ITS
DISTRIBUTION DELIVERY SYSTEM?

CenterPoint Houston must have an adequate number of experienced and well-
trained field operations employees on staff at all times. This will enable the
Company to support maintenance operations and construction for service area
growth and facilitate timely response for restoration efforts. As such, the Company
has processes in place to ensure adequate staffing while, at the same time, ensuring
that its staffing is efficient and reasonable.

For instance, the Company regularly and consistently evaluates future
staffing needs. Succession planning is reviewed and updated for key positions
within the distribution organizations to address attrition, retirements, and
promotions.

Relatedly, CenterPoint Houston also uses Service Suite (formerly Mobile
Data), which dispatches CSOs and trouble orders to line mechanics in the field.
This enables the distribution dispatching group to analyze the Company’s resource
needs by reviewing work levels across the system and adjust CSO assignments
across service center boundaries to meet daily work requirements. This eliminates
the need for staffing for peak days within some service center offices and allows
for a more equalized workload to be distributed across the system.

Additionally, CenterPoint Houston has established a Resource Allocation
Team to review and authorize staffing levels for all administrative assistants and
line skill positions for all shifts for the various types of crews. This includes

Direct Testimony of Randal M. Pryor
CenterPoint Energy Houston Electric, LLC

194



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

Page 27 of 51

daytime one-man crews that perform trouble restoration and one-man CSO work,
daytime two-man crews that perform two-man CSO work and assist on trouble
restoration, daytime four-man crews, evening crews, night crews and weekend
crews. The Resource Allocation Team has representation that includes the Director
of Operations, a Regional Operations Director, the Director of Distribution
Control, the Director of Project Management, Service Area Operations Managers
and Human Resource Managers.

Finally, the Company has established the Distribution Services Resource
Utilization Team to support the Resource Allocation Team by analyzing staffing
needs based on historical and projected workloads and making recommendations
to the Resource Allocation Team accordingly.

ARE WORK MANAGEMENT SYSTEMS IN PLACE?

Yes. All of the departments referenced in my testimony have work management
systems in place to analyze the need for resources and to schedule and monitor
work. Since 2000, all of these systems have been integrated with the corporate
enterprise information system, SAP. This effort has enhanced overall efficiency,
enabled resource allocation, and provided improved cost monitoring.

B. Budgeting and Cost Control

WHAT MEASURES DOES THE COMPANY USE TO BUDGET,
MONITOR, AND CONTROL COSTS?

CenterPoint Houston develops the distribution organization’s budget as part of the
Company’s business planning process. In developing the distribution
organization’s budget, CenterPoint Houston uses historical trends for service
restoration and maintenance and analyzes current trends in development activity to
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anticipate growth that must be addressed through the budget. To be sure that
planned expenditures remain reasonable, the Company monitors actual expenses,
compares them against budgeted amounts on a monthly basis, and investigates
variances. On a quarterly basis, CenterPoint Houston makes projections and
changes to the budget forecast based on this review. These spending evaluations
result in continual system-wide cost control. Please refer to the testimony of
Ms. Colvin for more detail on the Company’s planning and budget processes.

C. Use of Contractors

DOES THE COMPANY UTILIZE CONTRACTORS IN ADDITION TO ITS
INTERNAL WORKFORCE?

Yes. The Company utilizes contractors to supplement its work force to handle
variations in the workload due to changes in economic conditions, such as
contractors for new distribution, substation and transmission construction, tree
trimming, and work order design for new distribution facilities, as well as
engineering for new transmission lines. Line contractors also aid in the Company’s
service restoration response after severe weather.

WHAT DEPARTMENTS UTILIZE CONTRACTORS IN ADDITION TO
THE COMPANY’S INTERNAL WORKFORCE?

Company departments that rely on additional contractors are listed below:

e Within the Distribution Programs & Construction Department, Vegetation
Management utilizes distribution tree trimming contractors. CenterPoint
Houston has historically utilized outside contractors for line clearance due
to the highly specialized skills and equipment required to perform this work
in a cost-effective manner. The contractors have a proven track record and
due to their size, have achieved the economies of scale required to provide

both the proactive and reactive tree trimming necessary to ensure reliable
service.
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e Also, within the Distribution Programs & Construction Department, the
Pole Maintenance group utilizes contractors for pole inspections, pole
replacements and pole bracings.

e Across several departments, Overhead construction, URD construction, and
Street Lighting, the Company utilizes construction contractors. These
contractors have specialized equipment and labor for activities such as
overhead line construction, pole replacement, underground residential URD
construction, URD span replacement, facilities replacement for road
widening, streetlight construction, and streetlight maintenance.

e Major Underground Operations, in Mr. Narendorf’s organization, utilizes
contractors for major civil construction, such as duct banks and equipment
pads, boring jobs, three phase pad-mounted transformer installations, and
preventative maintenance.

e Field Operations utilizes contractors to perform inspections for the Meter
Inspection Program.

e Distribution Overhead Projects, in Ms. Bodden’s organization, utilizes
contractors to design work orders for the construction of new overhead
distribution projects and for road widening projects.

e Transmission Projects, also in Ms. Bodden’s organization, utilizes
contractors to help engineer new transmission and substation projects.

e Transmission Operations, in Mr. Narendorf’s organization, utilizes
contractors for capital construction and the maintenance work on
transmission lines, off-shore support of projects and maintenance of
structures in and along the waters of the Gulf Coast, the installation of gates,
gaps, culverts, roads, and pads, the maintenance painting of steel structures,
and helicopter contractors for project support.

e Substation Operations, in Mr. Narendorf’s organization, utilizes contractors

to construct and install substation electrical equipment and structures, as
well as replace damaged substation equipment.

HAS DISTRIBUTION OPERATIONS ESTABLISHED WORKING
ALLIANCES WITH CONTRACTORS TO OPTIMIZE PERFORMANCE
AND TO MINIMIZE COSTS?

Yes. CenterPoint Houston established alliances with two contractors, North

Houston Pole Line and MP Technologies, in 2008 in order to achieve additional
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cost savings for the Company’s capital construction programs. This was an area
where the Company believed there was potential benefit.

HOW DO THESE ALLIANCES ACCOMPLISH COST SAVINGS?

A competitive bid will typically have a certain amount of contingency cost built
into it. However, in some instances, an alliance can take contingency costs out of
the cost equation. It is also an advantage to have alliances with two contractors.
This facilitates cost and performance comparisons, and provides resource
flexibility. The two contractors are familiar with CenterPoint Houston’s service
territory and practices, and have a significant presence in the area. CenterPoint
Houston utilizes an independent consultant to advise the Company on the alliance
process, and to benchmark price and performance against appropriate indices.
WERE THERE ANY OTHER REASONS FOR THE ALLIANCES?

Yes. There is a growing industry shortage of electric utility line skills, due to the
aging work force and due to the increased number of electric utility transmission
projects in Texas and across the United States. Also, variables in the ecoﬁomy can
impact workload. Contractors are hesitant to hire and train without long-term
contracts. The alliances assure sufficient line resources for CenterPoint Houston
despite economic changes and despite industry competition for a limited resource.
DOES CENTERPOINT HOUSTON HAVE THE RIGHT TO TERMINATE
THE ALLIANCE AGREEMENTS?

Yes. CenterPoint Houston has the right to terminate the agreements and return to

competitive bidding at any time with adequate notice.
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HAS CENTERPOINT HOUSTON INCORPORATED ANY STEPS TO
IDENTIFY FURTHER COST SAVINGS WITH THE ALLJIANCES?

Yes. Increased efficiency and increased productivity are the drivers for further cost
savings. To that end, process improvement teams for overhead projects, URD
projects, streetlight projects, and materials were formed with each of the two

contractors to identify cost saving initiatives.

VII. DISTRIBUTION DELIVERY SYSTEM OVERVIEW,
PROGRAMS AND INITIATIVES

WHAT ASSETS MAKE UP THE COMPANY’S ELECTRIC
DISTRIBUTION DELIVERY SYSTEM?

As shown on Exhibit RMP-5, the Company’s distribution system begins at the
distribution substation where high voltage, bulk power delivered by the Company’s
transmission system, is lowered to distribution voltage levels. The electric
distribution delivery system consists of poles, wires, transformers, meters, and
other equipment that efficiently transports power from the transmission delivery
system to the customer.

Distribution feeder lines transport power from the distribution substations
at 12,470 volts (“12 kV™) and 34,500 volts (“35 kV”). CenterPoint Houston has
approximately 1,700 distribution feeders. The distribution system includes
approximately 5,488 miles of 12 kV and 4,919 miles of 35 kV overhead main feeder
lines as well as underground main feeder lines.

Customers not served directly from main distribution feeder lines receive
their electric service from fused overhead or URD lines originating from these main
feeders. These fuse lines are referred to as laterals. CenterPoint Houston’s

distribution system includes over 12,805 miles of overhead primary laterals
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