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Electric Utility Average Return on Equity and Market-to-Book Ratios
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Industry Average Betas*
Value Line Investment Survey Betas**
22-Jan-19

Rank |Industry Beta Rank |Industry Beta | Rank |Industry Beta
1 Petroleum (Producing) 1.71 34 |Telecom. Equipment 1.15 67 |Medical Services 1.01
2 Metals & Mining (Div.) 1.64 35  |Internet 1.15 68 [Recreation 1.01
3 Natural Gas (Div.) 1.63 36 |Financial Sves. (Div.) 1.15 69 |IT Services 1.01
4 Oilfield Sves/Equip. 1.61 37 |Retail (Hardlines) 1.14 70  {Med Supp Non-Invasive 0.99
5 Maritime 1.51 38 |Semiconductor Equip 1.14 71 |Telecom. Services 0.99
6 Steel 1.49 39 [Entertainment Tech 1.13 72 |Retail Store 0.98
7 |0il/Gas Distribution 1.40 40  [Publishing 1.13 73 |Pharmacy Services 0.98
8  |Metal Fabricating 1.37 41 [Computer Software 1.13 74 |Information Services 0.97
9 Chemical (Specialty) 1.34 42 |Paper/Forest Products 1.13 75  |Investment Co.(Foreign) 0.96
10 |Chemical (Diversified) 1.33 43  |Precision Instrument 1.12 76 |Healthcare Information 0.96
11 |Pipeline MLPs 1.33 44  |Public/Private Equity 1.12 77 _ {Funeral Services 0.95
12 jHeavy Truck & Equip 1.31 45  [Retail Automotive 1.12 78 {Med Supp Invasive 0.95
13 [Chemical (Basic) 1.30 46 |Power 1.12 79 {Reinsurance 0.92
14 |Building Materials 1.30 47 [Wireless Networking 1.12 80 [Environmental 0.91
15 |Petroleum (Integrated) 1.30 48 |Retail Building Supply 1.11 81 |Cable TV 0.90
16 |Homebuilding 1.28 49 |Bank (Midwest) 1.11 82 |Insurance (Prop/Cas.) 0.90
17 |Railroad 1.27 S0 |jPackaging & Container 1.11 83 |Thrift 0.89
18 |Auto Parts 1.27 51 |Furn/Home Furnishings 1.11 84 |Restaurant 0.88
19  |Biotechnology 1.27 52 |Human Resources 1.10 85 [Tobacco 0.38
20 |Engineering & Const 1.25 53 |Drug 1.10 86 |Household Products 0.86
21  |Office Equip/Supplies 1.24 54  [Advertising 1.10 87 [Investment Co. 0.85
22 |Hotel/Gaming 1.24 55 |{Shoe 1.09 88 |Beverage 0.83
23  |Automotive 1.24 56 |Bank 1.09 89 |Food Processing 0.82
24 |Insurance (Life) 1.24 57 [Newspaper 1.08 90 |R.E.LT. 0.82
25 [Semiconductor 1.21 58 |Toiletries/Cosmetics 1.08 91 |Precious Metals 0.82
26  |Machinery 1.20 59 |Entertainment 1.07 92  |Retail/Wholesale Food 0.80
27 |Air Transport 1.20 60  |Telecom. Utility 1.07 93  |Water Utility 0.70
28 |Electrical Equipment 1.20 61 |Foreign Electronics 1.07 94  |Natural Gas Utility 0.67
29 |Electronics 1.20 62  |Acrospace/Defense 1.05 95 [Electric Util. (Central) 0.63
30 Trucking 1.19 63 |Industrial Services 1.05 96 [Electric Utility (West) 0.62
31 |E-Commerce 1.18 64 |Apparel 1.05 97 [Electric Utility (East) 0.55

32 |Computers/Peripherals 1.16 65 |Educational Services 1.03
33 |Diversified Co. 1.16 66 |Retail (Softlines) 1.02 Mean I 1.10

*k

Industry averages for 97 industries using Value Line's database of 1,710 companies.

Value Line computes betas using monthly returns regressed against the New York Stock Exchange Index for five years.
These betas are then adjusted as follows: VL Beta = [{(2/3) * Regressed Beta} + {(1/3) * (1.0)}] to account to tendency
for Betas to regress toward average of 1.0. See M. Blume, “On the Assessment of Risk,” Journal of Finance, March 1971.
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DCF Model
. Consensus Earnings Estimates
Consolidated Edison. (ED)
www.reuters.com
5/10/2019

Line Date # of Estimates Mean High Low

1 [Quarter Ending Jun-19 10 0.62 0.72 0.51

2 |Quarter Ending Sep-19 10 1.60 1.71 1.53

3 |Year Ending Dec-19 15 4.36 4.38 4.32

4 [Year Ending Dec-20 18 4.56 4.70 4.45

5 |LT Growth Rate (%) 5 3.41 4.90 2.00
Quarter Ending Jun-19 10 0.62 0.72 0.51 0.74
Quarter Ending Sep-19 10 1.6 1.71 1.53 1.49
Year Ending Dec-19 15 4.36 4.38 4.32 4.46
Year Ending Dec-20 18 4.56 4.7 4.45 4.64
LT Growth Rate (%) 5 3.41 49 2 3.39
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CenterPoint Energy Houston Electric, LL.C
Discounted Cash Flow Analysis
Panel A
Electric Proxy Group

Dividend Yield* 3.30%

Adjustment Factor 1.0255
Adjusted Dividend Yield 3.38%
Growth Rate** 5.10%
Equity Cost Rate 8.50%|
* Page 2 of Exhibit JRW-7
** Based on data provided on pages 3, 4, 5, and

6 of Exhibit JRW-7
Panel B
Hevert Proxy Group

Dividend Yield* 3.20%

Adjustment Factor 1.02675
Adjusted Dividend Yield 3.29%
Growth Rate** 5.35%
Equity Cost Rate 8.65%|

* Page 2 of Exhibit JRW-7
** Based on data provided on pages 3, 4, 5, and
6 of Exhibit JRW-7
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CenterPoint Energy Houston Electric, LLC
Monthly Dividend Yields

Panel A
Electric Proxy Group*
Dividend Dividend Dividend

Annual Yield Yield Yield
Company Dividend 30 Day 90 Day 180 Day
ALLETE, Inc. (NYSE-ALE) $2.35 2.9% 2.9% 3.0%
Alliant Energy Corporation (NYSE-LNT) $1.42 3.1% 3.1% 3.2%
Ameren Corporation (NYSE-AEE) $1.90 2.6% 2.7% 2.8%
American Electric Power Co. (NYSE-AEP) $2.68 3.2% 3.3% 3.4%
Avangrid (NYSE-AVG) $1.76 3.5% 3.5% 3.6%
CMS Energy Corporation (NYSE-CMS) $1.53 2.8% 2.9% 3.0%
C lidated Edison, Inc. (NYSE-ED) §2.96 3.5% 3.6% 3.7%
Duke Energy Corporation (NYSE-DUK) $3.71 4.1% 4.2% 4.3%
Edison International (NYSE-EIX) $2.45 3.9% 4.0% 4.0%
El Paso Electric Company (NYSE-EE) $1.44 2.4% 2.6% 2.6%
Entergy Corporation (NYSE-ETR)
Eversource Energy (NYSE-ES) §2.14 3.0% 3.1% 3.2%
Exelon Corp. (NYSE-EXC) §1.45 2.9% 3.0% 3.1%
FirstEnergy Corporation (ASE-FE)
Hawaiian Electric Inductries (NYSE-HE) $1.28 3.1% 3.3% 3.4%
IDACORP, Inc. (NYSE-IDA) §2.52 2.6% 2.6% 2.6%
MGE Energy, Inc. (NYSE-MGEE) §1.35 2.0% 2.1% 2.1%
NextEra Energy Inc. (NYSE-NEE) §5.00 2.6% 2.7% 2.8%
NorthWestern Corporation (NYSE-NWE) $2.30 3.3% 3.4% 3.6%
OGE Energy Corp. (NYSE-OGE) $1.46 3.5% 3.5% 3.7%
Pinnacle West Capital Corp. (NYSE-PNW) $2.95 3.1% 3.2% 3.3%
PNM Resources, Inc. (NYSE-PNM) §1.16 2.5% 2.6% 2.7%
Portland General Electric Company (NYSE-POR) $1.54 3.0% 3.1% 3.2%
PPL Corporation (NYSE-PPL) $1.65 5.3% 5.3% 5.4%
SEMPRA Energy (NYSE-SRE) $3.87 3.0% 3.2% 3.3%
Southern Company (NYSE-SO) $2.48 4.7% 4.9% 5.2%
'WEC Energy Group (NYSE-WEC) 52.36 3.0% 3.1% 3.3%
Xcel Energy Inc. (NYSE-XEL) $1.62 2.9% 3.0% 3.1%
Mean 3.2% 3.3% 34%
Median 3.0% 3.1% 3.2%

Data Sources: http:/quote yahoo com, May 10, 2019
* Entergy and FirstEnergy was excluded from the DCF analysis due to negative projected EPS growth rates

Panel B
Hevert Proxy Group
Dividend Dividend Dividend

Annual Yield Yield Yield
Company Dividend 30 Day 90 Day 180 Day
ALLETE, Inc. (NYSE-ALE) 52.35 2.9% 2.9% 3.0%
Alliant Energy Corporation (NYSE-LNT) $1.42 3.1% 3.1% 3.2%
Ameren Corporation (NYSE-AEE) $1.90 2.6% 2.7% 2.8%
American Electric Power Co. (NYSE-AEP) $2.68 3.2% 3.3% 3.4%
Avangrid (NYSE-AVG) $1.76 3.5% 3.5% 3.6%
Black Hills Corporation (NYSE-BKH) §2.02 2.8% 2.9% 3.1%
CMS Energy Corporation (NYSE-CMS) §1.53 2.8% 2.9% 3.0%
C lidated Edison, Inc. (NYSE-ED) $2.96 3.5% 3.6% 3.7%
DTE Energy Company (NYSE-DTE) $3.78 3.1% 3.1% 3.2%
Duke Energy Corporation (NYSE-DUK) $3.71 4.1% 4.2% 4.3%
El Paso Electric Company (NYSE-EE) $1.44 2.4% 2.6% 2.6%
Evergy (NYSE-EVRG) $1.90 3.3% 3.3% 3.2%
Eversource Energy (NYSE-ES) $2.14 3.0% 3.1% 3.2%
Hawaiian Electric Inductries (NYSE-HE) §$1.28 3.1% 3.3% 3.4%
NextEra Energy Inc. (NYSE-NEE) $5.00 2.6% 2.7% 2.8%
NorthWestern Corperation (NYSE-NWE) §2.30 3.3% 3.4% 3.6%
OGE Energy Corp. (NYSE-OGE) §1.46 3.5% 3.5% 3. 7%
Otter Tail Corporation (NDQ-OTTR) $1.40 2.8% 2.8% 2.9%
Pinnacle West Capital Corp. (NYSE-PNW) $2.95 3.1% 3.2% 3.3%
PNM Resources, Inc. (NYSE-PNM) §1.16 2.5% 2.6% 2.7%
Portland General Electric Company (NYSE-POR) $1.54 3.0% 3.1% 3.2%
Southern Company (NYSE-SO) $2.48 4.7% 4.9% 52%
WEC Energy Group (NYSE-WEC) $2.36 3.0% 3.1% 3.3%
Xcel Energy Inc. (NYSE-XEL) $1.62 2.9% 3.0% 3.1%
Mean 3.1% 3.2% 3.3%
Median 3.0% 3.1% 3.2%

Data Sources: http:/quote.yahoo.com, May 10, 2019
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CenterPoint Energy Houston Electric, LLC
DCF Equity Cost Growth Rate Measures
Value Line Historic Growth Rates
Panel A
Electric Proxy Group
Value Line Historic Growth
Company Past 10 Years Past § Years

Earnings | Dividends | Book Value | Earnings | Dividends | Book Value
ALLETE, Inc. (NYSE-ALE) 1.0 3.0 5.5 4.0 3.0 5.5
Alliant Energy Corporation (NYSE-LNT) 4.5 7.5 4.0 4.5 7.0 4.5
Ameren Corporation (NYSE-AEE) 0.5 3.5 -0.5 4.5 25 0.5
American Electric Power Co. (NYSE-AEP) 3.0 4.5 4.0 5.0 5.0 3.5
Avangrid (NYSE-AVG)
CMS Energy Corporation (NYSE-CMS) 10.0 21.5 4.5 7.0 7.0 5.5
C lidated Edison, Inc. (NYSE-ED) 2.5 1.5 4.0 2.0 2.0 3.5
Duke Energy Corporation (NYSE-DUK) 2.5 10.0 0.5 0.5 2.5 2.0
Edison International (NYSE-EIX) -3.5 6.5 3.0 -9.0 11.0 3.0
El Paso Electric Company (NYSE-EE) 4.0 7.0 8.0 5.5
Entergy Corporation (NYSE-ETR)
Eversource Energy (NYSE-ES) 10.0 9.5 6.5 7.5 9.0 6.5
Exelon Corporation (NYSE-EXC) -4.0 -3.0 7.0 -5.5 -9.5 55
FirstEnergy Corporation (NYSE-FE)
Hawaiian Electric Inductries (NYSE-HE) 3.5 2.5 4.5 3.5
IDACORP, Inc. (NYSE-IDA) 7.0 6.5 5.5 4.0 10.0 5.0
MGE Energy, Inc. (NYSE-MGEE) 4.5 3.0 5.5 3.5 4.0 6.0
Nextera Energy, Inc. (NYSE-NEE) 7.5 8.5 8.5 5.5 9.5 8.5
NorthWestern Corporation (NYSE-NWE) 8.5 5.0 5.5 7.0 7.0 8.0
OGE Energy Corp. (NYSE-OGE) 4.0 6.5 7.5 1.0 9.5 6.0
Pinnacle West Capital Corp. (NYSE-PNW) 4.5 2.5 2.5 5.0 3.0 4.5
PNM Resources, Inc. (NYSE-PNM) 7.0 2.5 6.0 11.0 1.0
Portland General Electric Company (NYSE-POR) 3.5 4.5 2.5 4.0 4.5 3.5
PPL Corporation (NYSE-PPL) 0.5 35 1.0 -0.5 1.5 -3.5
SEMPRA Energy (NYSE-SRE) 1.0 10.0 5.5 20 7.5 4.0
Southern Company (NYSE-SO) 3.0 4.0 4.5 3.0 3.5 3.5
WEC Energy Group (NYSE-WEC) 8.5 15.5 8.5 6.0 11.0 10.5
Xcel Energy Inc. (NYSE-XEL) 5.5 4.5 4.5 5.0 6.0 4.5
Mean 4.0 5.8 4.6 32 5.6 4.4
Median 4.0 4.5 4.5 43 6.5 4.5
Data Source b adite Line Investment Surver. Average of Median Figures = 4.7
* Entergy and FirstEnergy was excluded from the DCF analysis due to negative projected FPS growth rates No growth rate data for Avangnid

Panel B
Hevert Proxy Group
Value Line Historic Growth
Company Past 10 Years Past 5 Years

Earnings | Dividends | Book Value | Earnings | Dividends [ Book Value
ALLETE, Inc. (NYSE-ALE) 1.0 3.0 5.5 4.0 3.0 5.5
Alliant Energy Corporation (NYSE-LNT) 4.5 7.5 4.0 4.5 7.0 4.5
Ameren Corporation (NYSE-AEE) 0.5 -3.5 -0.5 4.5 2.5 0.5
American Electric Power Co. (NYSE-AEP) 3.0 4.5 4.0 5.0 5.0 3.5
Avangrid (NYSE-AVG)
Black Hills Corporation (NYSE-BKH) 25 25 2.5 14.0 3.0 1.5
CMS Energy Corporation (NYSE-CMS) 10.0 21.5 4.5 7.0 7.0 5.5
Consolidated Edison, Inc. (NYSE-ED) 2.5 1.5 4.0 2.0 2.0 35
DTE Energy Company (NYSE-DTE) 8.0 4.5 4.0 8.0 6.5 4.5
Duke Energy Corporation (NYSE-DUK) 2.5 10.0 0.5 0.5 2.5 2.0
El Paso Electric Company (NYSE-EE) 4.0 1.0 8.0 5.5
Evergy (NYSE-EVRG)
Eversource Energy (NYSE-ES) 10.0 9.5 6.5 1.5 9.0 6.5
Hawaiian Electric Inductries (NYSE-HE) 3.5 2.5 4.5 3.5
Nextera Energy, Inc. (NYSE-NEE) 7.5 8.5 8.5 5.5 9.5 8.5
NorthWestern Corporation (NYSE-NWE) 8.5 5.0 5.5 7.0 7.0 8.0
OGE Energy Corp. (NYSE-OGE)_ 4.0 6.5 7.5 1.0 9.5 6.0
Otter Tail Corporation (NDQ-OTTR) 2.0 1.0 14.0 1.5 3.5
Pi le West Capital Corp. (NYSE-PNW) 4.5 2.5 2.5 5.0 3.0 4.5
PNM Resources, Inc. (NYSE-PNM) 7.0 2.5 6.0 11.0 1.0
Portland General Electric Company (NYSE-POR) 3.5 4.5 2.5 4.0 4.5 35
Southern Company (NYSE-SO) 3.0 4.0 4.5 3.0 35 3.5
'WEC Energy Group (NYSE-WEC) 1.5 15.5 8.5 5.5 14.0 10.5
Xcel Energy Inc. (NYSE-XEL) 5.5 4.5 4.5 5.0 6.0 4.5
Mean 4.8 5.8 4.4 5.6 6.0 4.5
Median 4.0 4.5 4.3 5.0 6.0 4.5
Data Source }aiue Line Invesiment Survey. Average of Median Figures = 4.7
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CenterPoint Energy Houston Electric, LLC
DCF Equity Cost Growth Rate Measures
Value Line Projected Growth Rates
Panel A
Electric Proxy Group
Value Line Value Line
Projected Growth Sustainable Growth
Company Est'd. '15-'17 to '21-'23 Return on Retention Internal
Earnings | Dividends [ Book Value Equity Rate Growth
ALLETE, Inc. (NYSE-ALE) 5.0 5.0 3.0 9.0% 33.0% 3.0%
Alliant_Energy Corporstion (NYSE-LNT) 6.5 6.0 5.0 10.0% 38.0% 3.8%
Ameren Corporation (NYSE-AEE) 6.5 6.0 5.0 10.5% 40.0% 4.2%
American Electric Power Co. (NYSE-AEP) 4.0 6.0 4.5 11.0% 30.0% 3.3%
Avangrid (NYSE-AVG) 12.0 5.5 1.5 6.5% 33.0% 2.1%
CMS Energy Corporation (NYSE-CMS) 1.0 7.0 7.5 14.0% 41.0% 5.7%
Consolidated Edison, Inc. (NYSE-ED) 3.0 3.5 3.5 8.5% 32.0% 2.7%
[Duke Energy Corporation (NYSE-DUK) 5.5 4.0 2.0 8.5% 23.0% 2.0%
Edison International (NYSE-EIX) NMF 3.5 3.0 13.5% 48.0% 6.5%
El Paso Electric Company (NYSE-EE) 4.5 6.5 4.0 8.5% 35.0% 3.0%
Entergy Corporation (NYSE-ETR)
Eversource Energy (NYSE-ES) 5.5 6.0 4.0 9.5% 37.0% 3.5%
Exelon Corporation (NYSE-EXC) 1.5 5.0 5.5 9.5% 56.0% 5.3%
FirstEnergy Corporation (NYSE-FE)
Hawaiian Electric Inductries (NYSE-HEC) 4.5 3.0 4.0 10.0% 39.0% 3.9%
IDACORP, Inc. (NYSE-1DA) 35 6.0 4.0 9.5% 40.0% 3.8%
MGE Energy, Inc. (NYSE-MGEE) 7.5 4.5 6.0 10.5% 50.0% 5.3%
Nextera Energy, Inc. (NYSE-NEE) 9.0 10.5 7.0 13.5% 39.0% 53%
NorthWestern Corporation (NYSE-NWE) 3.0 4.5 3.0 9.0% 32.0% 2.9%
OGE Energy Corp. (NYSE-OGE) 6.5 7.5 3.5 11.5% 28.0% 3.2%
!Pinnacle West Capital Corp. (NYSE-PNW) 5.0 6.0 35 10.5% 35.0% 3.7%
PNM Resources, Inc. (NYSE-PNM) 8.5 7.0 4.5 9.5% 44.0% 4.2%
Portland General Electric Company (NYSE-POR) 4.5 6.5 3.0 9.0% 35.0% 3.2%
PPL Corporation (NYSE-PPL) 3.0 2.5 5.5 13.5% 36.0% 4.9%
SEMPRA Energy (NYSE-SRE) 11.0 8.0 6.5 12.0% 42.0% 5.0%
Southern Company (NYSE-SO) 3.5 3.0 3.0 13.0% 27.0% 3.5%
'WEC Energy Group (NYSE-WEC) 6.0 6.0 3.5 12.5% 33.0% 4.1%
Xcel Energy Inc. (NYSE-XEL) 5.5 6.0 4.5 11.0% 38.0% 4.2%
Mean 5.9 5.6 4.2 10.5% 37.1% 3.9%
Median 5.5 6.0 4.0 10.3% 36.5% 3.8%
Average of Median Figures = 5.2 Median = 3.8%
* 'Est'd. "15-"17 to *21-"23" 1s the estimated growth rate from the base period 2015 to 2017 until the future period 2021 to 2023,
Data Source Value Line Investment Survey
* Entergy and FirstEnergy was excluded from the DCF analysis due to negative projected EPS growth rates
Panel B
Hevert Proxy Group
Value Line Value Line
Projected Growth Sustainable Growth
Company Est'd. '15-'17 to '21-'23 Return on |  Retention Internal
Earnings | Dividends | Book Value Equity Rate Growth
ALLETE, Inc. (NYSE-ALE) 5.0 5.0 3.0 9.0% 33.0% 3.0%
Alliant Energy Corporation (NYSE-LNT) 6.5 6.0 5.0 10.0% 38.0% 3.8%
Ameren Corporation (NYSE-AEE) 6.5 6.0 5.0 10.5% 40.0% 4.2%
American Electric Power Co. (NYSE-AEP) 4.0 6.0 4.5 11.0% 30.0% 3.3%
Avangrid (NYSE-AVG) 12.0 5.5 1.5 6.5% 33.0% 2.1%
Black Hills Corporation (NYSE-BKH) 6.5 6.0 6.0 10.0% 43.0% 4.3%
CMS Energy Corporation (NYSE-CMS) 7.0 7.0 7.5 14.0% 41.0% 5.7%
Consolidated Edison, Inc. (NYSE-ED) 3.0 3.5 3.5 8.5% 32.0% 2.7%
DTE Energy Company (NYSE-DTE) 5.0 6.0 5.5 10.5% 37.0% 3.9%
Duke Energy Corporation (NYSE-DUK) 5.5 4.0 2.0 8.5% 23.0% 2.0%
El Paso Electric Company (NYSE-EE) 4.5 3.0 4.0 10.0% 39.0% 3.9%
Evergy (NYSE-EVRG) 9.5% 37.0% 3.5%
Eversource Energy (NYSE-ES) 5.5 6.0 4.0 9.5% 37.0% 3.5%
Hawaiian Electric Inductries (NYSE-HEC) 3.5 2.0 4.0 9.5% 38.0% 3.6%
Nextera Energy, Inc. (NYSE-NEE) 9.0 10.0 7.0 13.5% 39.0% 5.3%
NorthWestern Corporation (NYSE-NWE) 3.0 4.5 3.0 9.0% 32.0% 2.9%
OGE Energy Corp. (NYSE-OGE) 6.0 8.0 4.0 11.5% 29.0% 3.3%
Otter Tail Corporation (NDQ-OTTR) 5.0 4.0 4.5 10.5% 34.0% 3.6%
Pinnacle West Capital Corp. (NYSE-PNW) 5.0 6.0 3.5 10.5% 35.0% 3.7%
PNM Resources, Inc. (NYSE-PNM) _ 8.5 7.0 4.5 9.5% 44.0% 4.2%
|Portiand General Electric Company (NYSE-POR) 4.5 6.5 3.0 9.0% 35.0% 3.2%
[Southern Company (NYSE-SO) 3.5 3.0 3.0 13.0% 27.0% 3.5%
'WEC Energy Group (NYSE-WEC) 6.0 6.0 3.5 12.5% 33.0% 4.1%
Xcel Energy Inc. (NYSE-XEL) 5.5 6.0 4.5 11.0% 38.0% 4.2%
Mean 5.7 5.5 4.2 10.3% 35.3% 3.6%
Median 5.5 6.0 4.0 10.0% 36.0% 3.6%
Average of Median Figures = 5.2 Median = 3.6%

* 'Est'd. '15-'17 to '21-'23" 18 the estimated growth rate from the base period 2015 to 2017 until the future penod 2021 to 2023,

Data Source: Value Line [nvestment Survey
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Exhibit JRW-7
CenterPoint Energy Houston Electric, LLC
DCF Equity Cost Growth Rate Measures
Analysts Projected EPS Growth Rate Estimates
Panel A
Electric Proxy Group
Company Yahoo Reuters Zacks Mean
ALLETE, Inc. (NYSE-ALE) 6.0% NA 7.2% 6.6%
Alliant Energy Corporation (NYSE-LNT) 5.9% 5.9% 5.4% 5.7%
Ameren Corporation (NYSE-AEE) 5.8% 5.8% 5.7% 5.7%
American Electric Power Co. (NYSE-AEP) 5.0% 5.0% 6.3% 5.4%
Avangrid (NYSE-AVG) 6.2% 7.1% 7.7% 7.0%
CMS Energy Corporation (NYSE-CMS) 7.1% 7.1% 6.4% 6.8%
Consolidated Edison, Inc. (NYSE-ED) 3.4% 3.4% 2.0% 2.9%
Duke Energy Corporation (NYSE-DUK) 4.9% 4.9% 5.0% 4.9%
Edison International (NYSE-EIX) 4.9% 4.9% 5.5% 5.1%
El Paso Electric Company (NYSE-EE) 4.5% 3.8% 4.7% 4.3%
Entergy Corporation (NYSE-ETR) -4.7% ~4.7% 7.0%
Eversource Energy (NYSE-ES) 5.6% 5.6% 5.5% 5.6%
Exelon Corporation (NYSE-EXC) 1.0% 1.5% 3.8% 2.1%
FirstEnergy Corporation (NYSE-FE) -6.6% -6.6% 6.0%
Hawaiian Electric Inductries (NYSE-HE) 6.1% 5.9% 5.4% 5.8%
IDACORP, Inc. (NYSE-IDA) 2.4% 2.4% 3.8% 2.9%
MGE Energy, Inc. (NYSE-MGEE) 4.0% NA NA 4.0%
Nextera Energy, Inc. (NYSE-NEE) 7.9% 7.1% 7.8% 7.6%
NorthWestern Corporation (NYSE-NWE) 3.2% 3.2% 2.6% 3.0%
OGE Energy Corp. (NYSE-OGE) 3.8% 3.8% 4.6% 4.1%
Pinnacle West Capital Corp. (NYSE-PNW) 5.0% 5.0% 5.0% 5.0%
PNM Resources, Inc. (NYSE-PNM) 5.7% 5.7% 4.83% 5.4%
Portland General Electric Company (NYSE-POR) 5.2% 5.2% 4.9% 5.1%
PPL Corporation (NYSE-PPL) 0.6% 0.6% 5.0% 2.1%
SEMPRA Energy (NYSE-SRE) 8.0% 8.0% 8.3% 8.1%
Southern Company (NYSE-SO) 2.2% 3.1% 4.5% 3.3%
'WEC Energy Group (NYSE-WEC) 5.8% 5.8% 5.6% 5.7%
Xcel Energy Inc. (NYSE-XEL) 6.2% 6.2% 5.7% 6.1%
Mean 4.1% 4.1% 5.4% 5.0%
Median 5.0% 5.0% 5.4% 5.2%
Data Sources www reuters com, www zacks com, hitp //quote yahoo com, May 10, 2019
* Entergy and FirstEnergy was excluded from the DCF analysis due to negative projected EPS growth rates
Panel B
Hevert Proxy Group
Company Yahoo Reuters Zacks Mean
ALLETE, Inc. (NYSE-ALE) 6.0% NA 7.2% 6.6%
Alliant Energy Corporation (NYSE-LNT) 5.9% 5.9% 5.4% 5.7%
Ameren Corporation (NYSE-AEE) 5.8% 5.8% 5.7% 5.7%
American Electric Power Co. (NYSE-AEP) 5.0% 5.0% 6.3% 5.4%
Avangrid (NYSE-AVG) 6.2% 71% 1.7% 7.0%
Black Hills Corporation (NYSE-BKH) 3.6% 3.6% 4.8% 4.0%
CMS Energy Corporation (NYSE-CMS) 7.1% 71% 6.4% 6.8%
C lidated Edison, Inc. (NYSE-ED) 3.4% 3.4% 2.0% 2.9%
DTE Energy Company (NYSE-DTE) 4.2% 4.2% 6.0% 4.8%
Duke Energy Corporation (NYSE-DUK) 4.9% 4.9% 5.0% 4.9%
El Paso Electric Company (NYSE-EE) 4.5% 3.8% 4.7% 4.3%
Evergy (NYSE-EVRG) 6.2% 6.2% 6.6% 6.3%
Eversource Energy (NYSE-ES) 5.6% 5.6% 5.5% 5.6%
Hawaiian Electric Inductries (NYSE-HE) 6.1% 5.9% 5.4% 5.8%
Nextera Energy, Inc. (NYSE-NEE) 1.9% 7.1% 7.8% 7.6%
NorthWestern Corporation (NYSE-NWE) 3.2% 3.2% 2.6% 3.0%
OGE Energy Corp. (NYSE-OGE) 3.8% 3.8% 4.6% 4.1%
Otter Tail Corporation (NDQ-OTTR) 3.0% NA 7.0% 5.0%
Pinnacle West Capital Corp. (NYSE-PNW) 5.0% 5.0% 5.0% 5.0%
PNM Resources, Inc. (NYSE-PNM) 5.7% 5.7% 4.8% 5.4%
Portland General Electric Company (NYSE-POR) 5.2% 5.2% 4.9% 5.1%
Southern Company (NYSE-SO) 2.2% 3.1% 4.5% 3.3%
WEC Energy Group (NYSE-WE(C) 5.8% 5.8% 5.6% 5.7%
Xcel Energy Inc. (NYSE-XEL) 6.2% 6.2% 5.7% 6.1%
Mean 5.1% 5.2% 5.5% 5.3%
Median 5.4% 5.4% 5.5% 5.4%
Data Sources www reuters com, www zacks com, http //quote yahoo com, May 10, 2019
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CenterPoint Energy Houston Electric, LLC
DCF Growth Rate Indicators
Electric and Hevert Proxy Groups

Growth Rate Indicator Electric Proxy Group Hevert Proxy Group

Historic Value Line Growth

in EPS, DPS, and BVPS 4.7% 4.7%

Projected Value Line Growth

in EPS, DPS, and BVPS 5.2% 52%

Sustainable Growth

ROE * Retention Rate 3.8% 3.6%

Projected EPS Growth from Yahoo, Zacks,

and Reuters - Mean/Median 5.2%/5.0% 5.3%/5.4%
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CAPM Study

Page 1 of 8

Exhibit JRW-8

CenterPoint Energy Houston Electric, LLC
Capital Asset Pricing Model

Panel A
Electric Proxy Group
Risk-Free Interest Rate 4.00%
Beta* 0.60
Ex Ante Equity Risk Premium** 5.50%
CAPM Cost of Equity 7.3%

* See page 3 of Exhibit JRW-8
** See pages 5 and 6 of Exhibit JRW-8

Panel B
Hevert Proxy Group
Risk-Free Interest Rate 4.00%
Beta* 0.50
Ex Ante Equity Risk Premium** 5.50%
CAPM Cost of Equity 6.8%

* See page 3 of Exhibit JRW-§
** See pages S and 6 of Exhibit JRW-§
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CAPM Study

Page 3 of 8

Calculation of Beta

Stock’'s Return o

(@]
<
Slop
[e] /
Narket Return
© o
(@]
Panel A

Electric Proxy Group
Company Name Beta
ALLETE, Inc. (NYSE-ALE) 0.65
Alliant Energy Corporation (NYSE-LNT) 0.60
Ameren Corporation (NYSE-AEE) 0.55
American Electric Power Co. (NYSE-AEP) 0.55
AVANGRID, Inc. (NYSE-AGR) 0.40
CMS Energy Corporation (NYSE-CMS) 0.55
C lidated Edison, Inc. (NYSE-ED) 0.45
Duke Energy Corporation (NYSE-DUK) 0.50
Edison International (NYSE-EIX) 0.60
El Paso Electric Company (NYSE-EE) 0.70
Entergy Corporation (NYSE-ETR) 0.60
Eversource Energy (NYSE-ES) 0.60
Exelon Corporation (NYSE-EXC) 0.70
FirstEnergy Corporation (NYSE-FE) 0.65
Hawaiian Electric Inductries (NYSE-HEC) 0.60
IDACORP, Inc. (NYSE-IDA) 0.60
MGE Energy, Inc. (NYSE-MGEE) 0.60
NextEra Energy, Inc. (NYSE-NEE) 0.60
NorthWestern Corporation (NYSE-NWE) 0.60
OGE Energy Corp. (NYSE-OGE) 0.85
Pinnacle West Capital Corp. (NYSE-PNW) 0.55
PNM Resources, Inc. (NYSE-PNM) 0.65
Portland General Electric Company (NYSE-POR) 0.60
PPL Corporation (NYSE-PPL) 0.70
Sempra Energy (NYSE-SRE) 0.75
Southern Company (NYSE-SO) 0.50
WEC Energy Group (NYSE-WEC) 0.50
Xcel Energy Inc. (NYSE-XEL) 0.50
Mean 0.60
Median 0.60
Data Source Valwe Line Investment Survey, 2019

Panel B

Hevert Proxy Group

Company Beta
ALLETE, Inc. (NYSE-ALE) 0.65
Alliant Energy Corporation (NYSE-LNT) 0.60
Ameren Corporation (NYSE-AEE) 0.55
American Electric Power Co. (NYSE-AEP) 0.55
AVANGRID, Inc. (NYSE-AGR) 0.40
Black Hills Corporation (NYSE-BKH) 0.80
CMS Energy Corporation (NYSE-CMS) 0.55
C lidated Edison, Inc. (NYSE-ED) 0.45
DTE Energy Company (NYSE-DTE) 0.55
Duke Energy Corporation (NYSE-DUK) 0.45
El Paso Electric Company (NYSE-EE) 0.70
Evergy (NYSE:EVRG) NMF
Eversource Energy (NYSE-ES) 0.60
Hawaiian Electric Inductries (NYSE-HEC) 0.60
NextEra Energy, Inc. (NYSE-NEE) 0.60
NorthWestern Corporation (NYSE-NWE) 0.60
OGE Energy Corp. (NYSE-OGE) 0.85
Otter Tail Corporation (NDQ-OTTR) 0.75
Pinnacle West Capital Corp. (NYSE-PNW) 0.55
PNM Resources, Inc. (NYSE-PNM) 0.65
Portland General Electric Company (NYSE-POR) 0.60
Southern Company (NYSE-SO) 0.50
WEC Energy Group (NYSE-WEC) 0.50
Xcel Energy Inc. (NYSE-XEL) 0.50
Mean 0.59
Median 0.60

Data Source VTMI Sﬂt’ Investment Survey, 2019
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Means of Assessing
The Market Risk
Premium

Problems/Debated
Issues

Source: Adapted from Antti IImanen, Expected Returns on Stocks and Bonds,” Journal of Portfollo Management , (Winter 2003).
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CAPM Study
Page 4 of 8
Exhibit JRW-8
Risk Premium Approaches
Historical Ex Post Surveys Expected Return Models
Returns and Market Data
Historical Average Surveys of CFOs, Use Market Prices and
Stock Minus Financial Forecasters, Market Fundamentals (such as
Bond Returns Companies, Analysts on Growth Rates) to Compute
Expected Returns and Expected Returns and Market
Market Risk Premiums Risk Premiums
Time Variation in Questions Regarding Survey Assumptions Regarding
Required Returns, Histories, Responses, and Expectations, Especially
Measurement and Representativeness Growth
Time Period Issues,
and Biases such as Surveys may be Subject
Market and Company to Biases, such as
Survivorship Bias Extrapolation
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Capital Asset Pricing Model
Market Risk Premium
Publication Time Period Return Range Midpoint Median
Category Category Study Authors Date Of Study Mt thodology Measure Low H!gh of Range Mean
1cal Risk Premium
Ibbotson 2016 1928-2015 Hsstorical Stock Returns - Bond Returns Anthmeti 6 00%
Geometric 440°%
Damodaran 2019 1928-2018 Hstorical Stock Refurns - Bond Retums Anthmetie 626%
Geometric 4 66%
Dimson Manh, Staunton Credit Suisse Repo 2019 1900-2018 Historical Stock Returns - Bond Returns Arnthmetic 550%
Geometric
Bate 200& 1900-2007 Histoncal Stock Retumns - Bond Retumns Geometnic 450%
Shller 2006 1926-2005 Histonical Stock Returns - Bond Returns Anthmetic 7 00%
Geometnic 550
Stege] 2005 1926-2005 Historical Stock Retumns - Bond Returns. Arnthmete 610%
Grometriv 460°%
Dimson Marsh, and Staunton 2006 1500-2005 Historical Stock Returns - Bond Returns Arnthmelic 550%
Goyal & Welch 2006 1872-2004 Histoncal Stock Returns - Bond Retums 4 77%)
Median 550%
Ex Ante ModqEx Ante Models (Puzzie Research)
Claus Thomas 2001 1985-1998 Abnormal Earmings Mode! 300%
Arnott and Bernstem 2002 1810-2001 Fundamentals - Div Y1d + Growth 240%
Constantimdes 2002 1872-2000 Historical Returns & Fundamentals - P/D & P'E 6 90%
Comell 1999 1626-1997 Historical Retums & Fundamental GDP/Earnings 350% 550% 450%  450%
Easton, Taylor el al 2002 1581-1998 Residual Income Model 530%
Fama French 2002 1951-2000 Fundamental DCF with EPS and DPS Growth 255 432% 3 44%
Harmis & Marston 2001 1982-1998 Fundamental DCF with Analysts' EPS Growth 7 14%
McKmsey 2002 1962-2002 Fundamental (P E, D/P & Eamings Growth) 350% 400% 375%
Siegel 2005 1802-2001 Historical Earnings Yield Geometric 250%
Grabowski 2006 1926-2005 Histonical and Projected 350%  600% 475% 475%
Maheu & MuCurdy 2006 1885-2003 Histonical Extess Returns Structural Breaks 402°%  510% 456°% 456%
Bostock 2004 1960-2002 Bond Yields, Credit Risk and Income Volatility 390°%  130% 260" 260%
Bakshi & Chen 2005 1982-1998 Fundamentals - Interest Rates 731%
Donaldson Kamstra, & Kramer 2006 1952-2004 Fundamenta), Dividend yid , Returns . & Volatihty 300°% 400% 350°% 350%
Campbell 200k 19§2-2007 Historical & Projections (D P & Earnings Growth} 410% 540% 475%
Best & Byme 2001 Projection Fundamentals - Din YId + Growth 200%
Fernandez 2007 Projection  Required Equity Risk Premmum 400%
Delong & Mapmn 2008 Prajection Earnmgs Yaeld - TIPS 322%
Siegel - Rothink ERP 2011 Projection  Real Stock Retums and Components 550%
Duff & Phelps 2019 Projection Normalized with 3 5*% Long-Term Treasury Yield 550%
Mschchowski - VL - 2014 2014 Projection Fundamentals - Expected Return Minus 10-Year Treasury Rate 550%
American Appraisal Quarterly ERP 2015 Projection Fundamental Economic and Market Factors 600%
Market Risk Premia 2019 Projection Fundamental Economic and Market Factors 429%
KPMG 2019 Projection Fundamental Economuc and Market Factors 550%
Damodaian - 3-1-19 2019 Prosection Fundamentals - Implied from FCF 1o Equity Model (1railing 12 month with adjusted payout) 498%
Social Secunty
Office of Chief Actuary 1900-1995
John Campbell 2001 1860-2000 Historical & Projections (D P & Earmings Growth) Anthmenc  300%  400% 350% 350%
Projected for 75 Years Geometric  150°%  250% 2100%  200%
Peter Diamond 2001 Projected for 75 Year Fundamentals (D'P, GDP Growth) 300°% 480% 390% 390%
John Shoven 2001 Projected for 75 Year Fundamentals (/P _P/E, GDP Growth) 300% 350% 325%  325%
Median 429°%
Survevs Survevs
New York Fed 2015 Five-Year Survey of Wall Street Firms 570%
Survey of Financial Forecasters 2019 10-Year Projection  About 20 Financial Forecastsers 185%
Duke - CFO Magazine Survey 2019 10-Year Projection Approximaely 200 CFOs 315%
Welch - Academics 2008 30-Year Projection Random Academics 500% $74% 537%  537%
Femandez - Academics Analvsts and Compat 2019 Long-lerm Survey of Academics_Analysts_and Companies 560%
Median 537%
Building Bloc) Building Block
Tobotson and Chen 2015 Projection  Mustorical Supply Model (D/P & Eamings Growth) Arthmetic 6229 521%
Geometric 420%
Chen - Rethink ERP 2010 20-Year Projection Combmation Supply Model (Historic and Projection) Guometne 400%
Imanen - Rethink ERP 2010 Projection  Current Supply Model (D/P & Eamings Growth) Geometnc 300%
Grinold Kroner Sicgel - Rethink ERP 2011 Projection  Current Supply Model (D/P & Eamnings Growth) Anthmetic 463%  412%
Geometric 360%
Median 406%
Mean Mecan 4380%
T

Anslysts Earmings Forass for Dom s aad Ik caational Stock Market™ Jenrmol of Financa 1Ociobr 2001
Fus F Famaand Kunth R Fronh, The Fqurly Brumam, The Journal of Finance Apol 2002

Flroy Timson Panl Marsh and Miky Stromkon “Nuw Fyama pats Risk Promim i € onke " Corporate Fimane ™Varch 200%)

T Walch " Faurty Rk Pre v Cans nsis Forcuast Koo (sptumbur 2001) Cow ks Foundation Pcusson Papur No. 1325
FuduralRenarss Bank of Phlac las Survey of Prefirsnamal Forevasters Fbruary 15 2007

Mare B Candlart Troothy M Kol and Zan T Willas, “The Rual ostof Fauily  Yukonsss am Fiamce 1 Autamn 2002), p 14
Rusr Tbotsan and Porg Cun - Long Run Ketums Partapatig m th, Rust Feonoony  Finac /el dnalssts Journal Janoary 2001

Swoven Jom B 2001 “What Ars Reaconable Long-Run Rates of
Retum 1o Expact on Equites?” Extimating the Real Rate of
Retutn on Stocks over the Long Term, presented to the

Social Secumy Adweary Board August Onkne at hitp./f

Johin Camphell 2001 “Vahition Ratios and the Long-Run Steck Market
Outiook An Update " Working paper #8221 Nabonat Bursau

of Economic Research Forthcoming in Advances i

Gehavioral Fnance Vol i edsied by Nicholac Barbene

and Richard Thaler Russell Saga Foundation 2003

Pater Diamond 2001 “What Stock Market Retums to Expact for the
Future An Update *in Estinating the Real Rate of Retum

on Stocks aver the Long Tenm. presented to the Social

Secunty Adwsory Board August Online at hitp JAwww

‘ssab goviestimated%20rate%20of %20rstum pdf

Diuson ELroy Paie Marsk a0 MKE STausTon 2002 Toumph of

Socm. SecuNTY Abusory Boao 2002 “Frscal Year Annusi Report *
Orile at hitp /fwww ssab gowannuaireport2002 paf

Hawvs Robenr S aoFeLcia G Marston 2001 “The Market
Resk Premium Expectational Estmates Using Analysis
Foracasts " Joumal of Appiied Finance 11(1) 6-16
Sicoe. Jenewv J 1998 “The Shnnkmg Equty Premium * Joumal
of Portfoko Management 26(1) 10-17
AnoTT Rosent D, o PETER . BameTe 2002 “What Rk
Promium Is Nomal'?” Financal Analysts Journal 582} 64—

5
Comewt Braproms 1999 The Equity Risk Premum The Long-
Run Future of the Stock Market New York John Wiley &
Sons
Consanmmnes Geonsr M 2002 “Rational Asset Pross * Joumal
of Fnance 57(4) 1567-81
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Capital Asset Pricing Model
Market Risk Premium
Summary of 2010-19 Equity Risk Premium Studies
Publication Time Period Return Range Midpoint Average
Category Study Authors Date Of Study Methodology Measure Low High  of Range Mean
Historical Risk Premium
Tbbotson 2016 1928-2015 Historical Stock Returns - Bond Returns Arnthmetic 6 00%
Geometric 4 40%
Damodaran 2019 1928-2018 Historical Stock Returns - Bond Returns Anthmetic 6 26%
Geometric 4 66%
Dimson, Marsh, Staunton _Credit Suissc Report 2019 1900-2018 Historical Stock Returns - Bond Returns Anthmetic 550%
Geometric
Median 5.36%)
Ex Ante Models (Puzzle Research)
Sicgel - Rethink ERP 2011 Projection Real Stock Returns and Components 5.50%
Duff & Phelps 2019 Projection Normalized with 3.5% Long-Term Treasury Yield 5.50%
Mschchowsks - VL - 2014 2014 Projection Fundamentals - Expected Return Minus 10-Year Treasury Rate 5.50%
American Appraisal Quarterly ERP 2015 Projection Fundamental Economic and Market Factors 6.00%
Market Risk Preria 2019 Projection Fundamental Economic and Market Factors 4.29%
KPMG 2019 Projection Fundamental Economic and Market Factors 5.50%
Damodaran - 3-1-19 2019 Projection Fundamentals - Implied from FCF to Equity Modecl (Trailing 12 month, with adjusted payout) 4.98%
Median 5 50%)
Surveys
New York Fed 2015 Frve-Year Survey of Wall Street Firms 5 70%
Survey of Financial Forecasters 2019 10-Year Projection  About 20 Financial Forecastsers 1.85%
Duke - CFO Magazine Survey 2019 10-Year Projection  Approximately 200 CFOs 315%
Fernandez - Academics, Analysts, and Companics 2019 Long-Term Survey of Academics, Analysts, and Cc 5.60%
Median 438%
Building Block
Ibbotson and Chen 2015 Projection Historical Supply Model (D/P & Earnings Growth) Anthmetic 622% 521%
Geometric 420%
Chen - Rethink ERP 2010 20-Year Projection  Combination Supply Model (Historic and Projection) Geometric 4 00%
Tlmanen - Rethink ERP 2010 Projection Current Supply Modcl (D/P & Earnings Growth) Geometric 3 00%
Gninold, Kroner, Siegel - Rethink ERP 2011 Projection Current Supply Model (D/P & Earnings Growth} Anthmetic 463% 412%
Geometric 3.60%
Medan 4 06%)
Mean 4.82%
Median 4.87%
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Duff & Phelps Risk-Free Interest Rates and Equity Risk Premium Estimates

Duff & Phelps Recommended

U.S. Equity Risk Premium (ERP) and
Corresponding Risk-free Rates (R,);
January 2008-Present

For adatong mtuinatun plegse v ol

Duft & Phelps What
Date Risk-free Rate (R, ) R, (%) Recommended ERP %) Changed
Current Guidance:
December 31, 2018 — UNTIL FURTHER NOTICE Normalized 20-year U.S. Treasury yield 3.50 5.50 ERP
September S 200 Decembeer d0 2000 Nurmalized #0-yeat US Treasaty yieid 2hl Lt ERE
Navember 15 2010 - September 4, 2017 Normahized 20 vear d % Treasury yieird KRN LL0 .
sanuaty 31 2016 - Novernber 14 201E Nuimatized 20 vear U8 Treasury vield 400 L5 ERP
PRA R
[T . 1 [
febougry VR DDA - January 3 2006 Nutmighzed 2 yeat U S Tieanuy peld 400 st Eis)
January 15 2012 Febiuary 27 2013 Nutmabized 20 year U S Treasury yeld 40 ol fRE
W BRI X :
Septeinber 30, 2011 - January 14, 2010 Normahzed 70-vear U'S Treauury vield A 00 £ 00 [RP
July 1 2011 - September 29, 2011 Nommalized 20 yeat U'S Treasury yietd 400 550 R,
June 3 2000 June 30 2011 Spot 20-yeat S Treasury yvield Spon = h0 R,
May 1, 2011 May 31,2001 Notsalce d 28 vear U S Treasury wietd 4 0L 556 K.
| T 1 I S TR
Pwacwrnban o200 - Apnt ) 2007 Spor F0 year LS Trennaty gl Speat 5 B
June 2010 Novemnber 30 2020 onmahzed 20 year UL Treasury yielt 4 Q0 LD f___
2y Lt a [ L
December 1, 2009 May 31, 2010 Spot 20-yeat US Tieasury yield Sput 5 5 LRP
June 1, 2009 - Novembes 30 2009 Spot Z0-vear US Tieaswy vield Snot 600 R.
Lo YLt e -
Nosember 1 2008 May 31, 2009 Notmalized 20-year US Treasury yield 450 & 0U A,
Outober 27,2008  Octaber 31, 2008 Spot 20-year US Treasuwry yreld Spot 600 ERP
Januaty 1. 2008 - Datoher 26,2008 Spot 20 year U S Treasury yield Spot 500 Initialized

‘Normalized™ i1 thig context means that in months where the nisk tree rate s deemed 1o be abnormally low & proxy for alonger term

sustaimable nsk-fiee rote s used

Source. https://www.duffandphelps.com/-/media/assets/pdfs/publications/valuation/coc/erp-risk-free-rates-jan-2008-present ashx?la=en
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Exhibit JRW-8
CAPM Study

Panel A
KPMG Equity Risk Premium Recommendation

Plcase ting 31 overvicw of tho Fistorc MRP osuraates by KPMG in the oraph bolow

T 00%
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a4 o1|ozloalo4[oﬂ,m
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Source https //assets.kpmg/content/dam/kpmg/nl/pdf/2019/advisory/equity-market-research-summary.pdf

Panel

B

Market-Risk-Premia.com Implied Market Risk Premium
31-Mar-19

Implied Market risk premia (IMRP): USA

Zoom [ 1m [ 3m "6m YT _ 1y [N

m%

O

2004 2006

Source: http*//www market-risk-premia.com/us htmnl

Equity market

— Implied Market Return (ICOC)

= tmphied Market Risk Premium (IMRM

2008

free rate (Rf)

2010

Fram

2Nr S

May 15, 2002
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2018

To Mar 31,2019

N8
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SOAH DOCKET NO. 473-19-3864 / PUC DOCKET NO. 49421

Exhibit JRW-9

CenterPoint Energy Houston Electric, LLC Cost of Capital

Page 1 of 2
CenterPoint Energy Houston Electric, LLC
Company's Proposed Cost of Capital

Capitalization Cost Weighted
Capital Source Ratio Rate Cost Rate
Long-Term Debt 50.00% 4.38% 2.19%
Common Equity 50.00% 10.40% 5.20%
Total 100.00% 7.39%
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Exhibit JRW-9

CenterPoint Energy Houston Electric, LLC ROE Results

CenterPoint Energy Houston Electric, LLC

ROE Results
DCF Results
Mean
30-Day Average 9.22%
90-Day Average 9.24%
180-Day Average 9.32%

Risk Premium Results

Page 2 of 2

Bloomberg Derived Value Line Derived
Market Risk Premium Market Risk Premium

Average Bloomberé' Beta Coefficient

Current 30-Year Treasury (3.03%) 8.37% 10.05%

Near Term Projected 30-Year Treasury (3.33%) 8.66% 10.35%
Average Value Line Beta Coefficient

Current 30-Year Treasury (3.03%) 9.27% 11.24%

Near Term Projected 30-Year Treasury (3.33%) 9.57% 11.54%

Bond Yield Plus Risk Premium Approach

Current 30-Year Treasury (3.03%) 9.93%

Near Term Projected 30-Year Treasury (3.33%) 9.98%

Long-Term Projected 30-Year Treasury (4.05%) 10.17%
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SOAH DOCKET NO. 473-19-3864 / PUC DOCKET NO. 49421
Exhibit JRW-10
GDP and S&P 500 Growth Rates

Page1of 6
Growth Rates
GDP, S&P 500 Price, EPS, and DPS
GDP S&P 500 | S&P 500 EPS S&P 500 DPS
1960 542.38 58.11 3.10 1.98
1 1961 562.21 7155 3.37 2.04
2 1962 603 92 63.10 367 2.15
3 1963 637.45 75 02 413 2.35
4 1964 684.46 84 75 476 2.58
5 1965 742.29 92.43 5.30 283
6 1966 81341 80 33 541 2.88
7 1967 859 96 96 47 5.46 298
8 1968 940 65 103.86 5.72 3.04
9 1969 1017 62 92.06 610 324
10 1970 1073.30 92.15 5.51 3.19
11 1971 1164 85 102 09 557 3.16
12 1972 1279.11 118 05 617 3.19
13 1973 1425 38 97.55 796 3.61
14 1974 1545.24 68.56 935 3.72
15 1975 1684.90 90.19 771 3.73
16 1976 1873 41 107.46 9.75 4.22
17| 1977 2081 83 95.10 10.87 4.86
18 1978 2351 60 96.11 11 64 5.18
19 1979 2627 33 107 94 14.55 5.97
20 1980 2857 31 135.76 14 99 6.44
21 1981 3207 04 122.55 1518 6 83
22 1982 334379 140.64 13 82 693
23 1983 3634 04 164.93 1329 712
24 1984 4037 61 167.24 16 84 7.83
25 1985 4338.98 21128 15 68 8.20
26 1986 4579.63 242 17 1443 8.19
27 1987 4855.22 247.08 16.04 9.17
28 1988 5236.44 277.72 24 12 10.22
29 1989 5641.58 353 40 24.32 1173
30 1990 5963.14 330.22 22.65 1235
31 1991 6158.13 417.09 19.30 1297
32 1992 6520 33 435.71 20 87 12 64
33 1993 6858.56 466.45 26 90 12 69
34 1994 7287 24 459.27 3175 13.36
35 1995 7639 75 61593 3770 14.17
36 1996 8073 12 740.74 4063 14.89
37, 1997 8577 5§ 970 43 44 09 1552
38 1998 9062 82 1229.23 4427 16 20
39 1999 9630.66 1469 25 51.68 1671
40 2000 10252 35 1320.28 5613 16.27
41 2001 10581 82 1148 09 38 85 15.74
42 2002 10936.42 879.82 46 04 16.08
43 2003 11458.25 1111.91 54.69 17.88
44 2004 12213.73 1211.92 67 68 19.41
45 2005 13036.64 1248.29 76.45 22.38
46 2006 13814.61 1418.30 8772 25.05
47 2007 14451.86 1468.36 82 54 27.73
48 2008 14712.85 903 25 65.39 28.05
49 2009 14448.93 1115.10 59.65 2231
50 2010 14992.05 1257.64 83 66 23.12
51 2011 15542.58 1257.60 97.05 26 02
52 2012 16197.01 1426.19 102 47 30 44
53 2013 16784 85 1848.36 107.45 36.28
54 2014 17521.75 2058.90 113 01 39 44
55 2015 18219 30 2043.94 106.32 43.16
56 2016 18707.19 2238 83 108 86 4503
57, 2017 19485 39 2673.61 124.94 49.73
58 2018 20500.64 2506 85 148 34 53.61 Average
Growth Rates 6.46 6.71 6.89 5.85 6.48
A -http //research stlowsfed org/fred2 senes/GDPA/downloaddata
, EPS and DPS - http'//pages stern nyu edu/~adamodar/
10-Year Averagd 3.37%
20-Year Averag 4.17%
30-Year Averagd  4.65%
40-Year Averagd  5.56%
50-Year Averag 6.36%
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SOAH DOCKET NO. 473-19-3864 / PUC DOCKET NO. 49421

Exhibit JRW-10
Annual Nominal GDP Growth Rates

Page 2 of 6

Nominal GDP Growth Rates

Annual Growth Rates - 1961-2018
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Exhibit JRW-10

Real GDP Growth Rates

Annual Real GDP Growth Rates

1961-2018

Page 3 of 6
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SOAH DOCKET NO. 473-19-3864 / PUC DOCKET NO. 49421

Exhibit JRW-10
Inflation Rates

Page 4 of 6
Annual Inflation Rates
1961-2018
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Exhibit JRW-10

Projected Nominal GDP Growth Rates

Page S of 6

Panel A
Historic GDP Growth Rates
10-Year Average 3.37%
20-Year Average 4.17%
30-Year Average 4.65%
40-Year Average 5.56%
50-Year Average 6.36%

Calculated using GDP data on Page 1 of Exhibit JRW-10

Panel B
Projected GDP Growth Rates

Projected
Nominal GDP
Time Frame Growth Rate
Congressional Budget Office 2018-2048 4.0%
Survey of Financial Forecasters Ten Year 4.3%
Social Security Administration 2018-2095 4.4%
Energy Information Administration  2017-2050 4.3%

Sources:

Congressional Budget Office,The 2018 Long-Term Budget Outlook, June 1, 2018.
https://www.cbo.gov/system/files?file=2018-06/53919-2018ltbo.pdf

U.S. Energy Information Administration, Annual Energy Outlook 2018 , Table: Macroeconomic Indicators,
htips.//www.eia.gov/outlooks/aeo/data/browser/#/?id=18-4E02018&sourcekey=0.

Social Security Administration, 2018 Annual Report of the Board of Trustees of the Old-Age,

Survivors, and Disability Insurance (OASDI) Program, Table VI.G4, p. 211(June 15. 2018
https://www.ssa.gov/oact/tr/2018/1r6g4.html. The 4.4% represents the compounded growth rate

in projected GDP from $20,307 trillion in 2018 to $548.108 trillion in 2095.
https://www.philadelphiafed.org/research-and-data/real-time-center/survey-of-professional-forecasters/
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Exhibit JRW-10

GDP and S&P 500 Growth Rates

Long-Term Growth of GDP, S&P 500, S&P 500 EPS, and S&P 500 DPS

[ ——GDP  ———=S&P 500 ~——S&P 500EPS ———S&P 500 DPS

20 A

low

0 LN N S s S B B B LA 100 It A B S I 0 0 O B N S G A B et B
E IR ERRTERELIRABRSIREESIEEELA=SSR
AAA22 2R 22222 222 22IRIIIJ/|IIR

GDP S&P 500 S&P 500 EPS S&P 500 DPS
Growth Rates 6.47 6.95 6.70 5.82
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