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residential market, taking eight years to reach the 50% mark and presently approaching the
70% mark. '

Figure 15
Shares of Sales by Non-Affiliates in Competitive Retail Areas®
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in short, within ERCOT, Texas has largely unbundled electricity supply services from electricity
delivery services, there is substantial competition in electricity supply services, and electricity
delivery services continue to be regulated in a traditional manner.

Senate Bill 7, the law that introduced retail competition to the Texas market in 1999, granted
the PUCT authority to delay retail competition in areas wherein deregulation in accordance
with Chapter 39 of Texas Public Utility Regulatory Act (PURA) would not result in fair
competition and reliable service. Senate Bill 7 included provisions recognizing the difficulty of
implementing retail competition in areas outside of ERCOT because of concentrated generation
ownership and the lack of an independent system operator outside of ERCOT. Consequently,
the PUCT has not certified that any area in the state outside of ERCOT has met the competitive
criteria under PURA.%® Ultimate sales to end-use retail customers outside of ERCOT are still
limited to electric utilities legally certified to provide electric service within each utility service

& https://www.puc.texas.gov/industry/electric/reports/RptCard/Default.aspx, Market Share Data.xls. The
information in the figure does not include Sharyland, which is relatively small and has only recently opened its
service territory to competition.

% hitp.//www.puc.texas.gov/industry/electric/Reports/scope/2015/201 5scope_elec.pdf.
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territory.5” Retail rates outside of ERCOT are subject to traditional ratemaking and regulatory
processes under the jurisdiction of the PUCT.

o  Present Regulated Electricity Ratemaking Methods in Texas

Electricity ratemaking in Texas is governed by PURA, as amended. PURA Section 36.051 gives
each utility “a reasonable opportunity to earn a reasonable return on the utility’s invested
capital used and useful in providing service to the public in excess of the utility’s reasonable and
necessary operating expenses.”

The ERCOT investor-owned TDUs have very similar tariffs for delivery of electricity to retail
consumers. For residential and small non-residential customers, cost recovery is through fixed
monthly charges and energy charges.5® Excluding riders, energy charges constitute roughly 80%
of both residential and small commercial bills.® The riders increase these percentages. For
larger non-residential customers, cost recovery is through fixed monthly charges and demand
charges, with demand charges accounting for most cost recovery. Because T&D costs are
largely fixed, energy usage changes result in revenue changes that are larger than the
associated cost changes. The energy usage-related variability in cost recovery is more
significant for the smaller customer classes than for the larger customer classes because energy
consumption tends to be more variable than peak loads.

Texas' Cost Trackers

To help assure timely cost recovery, the Texas legislature and the PUCT have authorized several
cost trackers. The tariffs of ERCOT’s TDUs have trackers for the following cost categories:

e Advanced metering system cost riders recover advanced metering deployment costs
from customers.

e Energy efficiency cost riders recover the costs of energy efficiency programs not already
included in base distribution service rates. These riders allow annual adjustments for
each utility's forecasted efficiency program costs, any incentives earned for the prior
year, any adjustment for past over- or under-recovery of energy efficiency revenues,
and certain other energy efficiency program costs.

e Transmission cost recovery factors (TCRFs) allow investor-owned distribution service
providers to recover changes in wholesale transmission charges under tariffs approved
N i ]

57 http://www.puc.texas.gov/industry/electric/reports/scope/ 1999/1999scope_elec.pdf.

%8 For Texas-New Mexico Power Company, small commercial customers are those with peak loads up to 5
kW. For the other four utilities, small commercial customers are those with peak loads up to 10 kW.

% The percentage figures assume that an average residential customer consumes 1,000 kWh per month and
that an average small commercial customer consumes 1,440 kWh per month (i.e., 4 kW at a 50% load factor).
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by the PUCT to the extent that the costs vary from those Used to set base rates. TCRFs
must be updated twice per year.”®

e Interim transmission cost of service adjustments offer a streamlined mechanism that
allows electric transmission service providers to update their wholesale transmission
rates up to twice per year to allow for recovery of the costs of new transmission
investments. The recovery includes updates to returns, depreciation, and taxes, though
not for changes any other categories of expense. '

4

e Distribution cost recovery factors (DCRFs) allow utilities to adjust non-fuel rates to
reflect changes in certain distribution investment costs, including changes to returns,
depreciation, and taxes.” The PUCT-authorized formula provides an expedited

_ratemaking process for a utility to request approval for an adjustment to incorporate
changes in the utility’s distribution invested capital since its most recent base rate case.
Utilities are allowed to use this mechanism once per year; though among ERCOT TDUs,
only CenterPoint Energy has an approved DCRF mechanism in place.”

Three of the six ERCOT investor-owned TDUs (AEP Texas Central, AEP Texas North, and Oncor)
have cost trackers for rate case expenses, and one (CenterPoint Energy) has a tracker for
system restoration costs following a major weather-related event or natural disaster.7374

Of the foregoing trackers, those related to T&D investments are most valuable to the utilities
because of the magnitude of these costs. Timely recovery of distribution investment is
particularly important because it constitutes roughly two-thirds of TDUs’ rate bases.

The Texas legislature and the PUCT have also authorized cost trackers that apply to specific
vertically integrated investor-owned utilities operating outside of , ERCOT, where the
Commission has delayed retail competition. For non-ERCOT utilities, the TCRF mechanism
combines the TRCF and interim transmission cost of service adjustments applicable to ERCOT
utilities. That is, the non-ERCOT TCRF recovers both changes in FERC-approved wholesale
transmission charges and incremental transmission investment costs. For non-ERCOT utilities,
there is also a DCRF that is the same as that applicable to ERCOT utilities.

N

0 TAC Section 25.193.
"7 PURA Section 36.210.

« 2 In April 2016, AEP Texas Central and AEP Texas North filed their initia} DCRF appllcatlons and
CenterPoint Energy filed its second DCRF application. '

3 TAC Section 25.245.

" The TDU tariffs also include a variety of riders that address a variety of side issues. These riders pertain
to Accumulated Deferred Federal Income Tax Credits, Competitive Metering Credits, Municipal Account Franchise
Credits, Nuclear Decommissioning‘Charges, State College & Universities Discounts, and competition transition
charges. For residential and small commercial customers, these riders recover costs by means of volumetric rates
even though most of the costs recovered by these riders are fixed in nature.
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Other Characteristics of Texas Regulation

Non-ERCOT utilities may also take advantage of a new provision of PURA that permits them to
file rate cases using estimated data that is updated with actual data 45 days after filing.”> The
final rates for such utilities are effective on the 155' day after the filing of a rate case.”

The commission is presently working to adopt rules implementing these provisions, with the
intentions of reducing regulatory lag and allowing non-ERCOT utilities to begin to recover
investment costs closer to the time investments are placed in service.

Another new provision of PURA requires non-ERCOT utilities to file rate cases within four years
of the final order in their last rate cases or after two years of the utility’s actual earned rate of
return materially exceeding its authorized rate of return on investment, on a weather-
normalized basis.”” - : :

o) Ratemaking Reform Goals and the Alternative Ratemaking Mechanisms

In seeking this study of alternative ratemaking mechanisms, Texas is investigating effective and
efficient means of implementing a broad philosophy that the regulated rates of monopoly
utilities should, to the extent feasible, replicate competitive market outcomes. Through a
wholesale spot market and retail choice, Texas has implemented competition for generation
services. Unfortunately, however, while it is possible to create or replicate competition for
generation services that have significant short-run marginal costs, it is difficult to do so for
monopoly T&D services for which the overwhelming majority of costs are fixed.

Texas is exploring modified regulatory approaches that create processes for adjusting T&D
revenue requirements and rates that are less administratively burdensome and more regular
and predictable than the present ratemaking process. Traditional cost-of-service ratemaking is
time-consuming in part because it is subject to infrequent rate cases initiated by the utility
whenever it perceives a significant difference between its allowed revenue requirement and its
actual or future revenue requirement. This quite often means that revised rates may be based
upon outdated data, that rates can fail to reflect current market conditions, that customers are

subject to rate shock, and that the ratemaking process is costly and highly contested for many
involved stakeholders.

ldeally, a modified ratemaking approach would provide timely and automatic adjustments to
revenue requirements that would reduce utilities’ uncertainty about cost recovery, improve
incentives for utilities’ investments in prudent T&D infrastructure, reduce the conflicts
associated with rate changes, and obviate the need to conduct expensive rate cases for matters
that are small or non-contentious. Such an approach should not sacrifice the necessary critical
oversight from the PUCT and interveners to ensure that utilities incur prudent costs and earn
reasonable returns while fulfilling particular public policy goals. Furthermore, the adoption of

7S PURA Section 36.112.
76 PURA Section 36.211.
77 PURA Section 36.212.
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alternative ratemaking mechanisms should retain or improve the cohesion of utilities’ rates,
allowing the PUCT to consider the entirety of each utility’s rates.

Consistent with these needs, most of the alternative.ratemaking mechanisms discussed in this
report have the merits of regularizing certain dimensions of the process: adjustments to the
revenue requirement are made on a predefined schedule to coincide as closely as possible with
changes in costs, investment, and sales. Under these alternatives, changes to revenue
requirements and rates would better reflect — and more quickly reflect — changing business and
economic conditions. - .

It is apparent that no single alternative ratemaking mechanism has all of the desirable
characteristics or is capable of satisfying all policy goals. However, each of the alternative rate

. mechanisms has some of the desirable characteristics and capabilities, particularly when
coupled with certain other mechanisms. Consequently, to meet Texas’ needs, the alternative
ratemaking mechanisms need to be combined into a coherent composite package. indeed,
nearly all states: (including Texas) have ratemaking approaches that embrace components of
several of the mec(hanisms'discussed in this report.

o Recommendations for Alternative Ratemaking Mechanisms

The choice among the alternative ratemaking mechanisms and the designs of those
mechanisms depend upon Texas’ policy priorities. A mechanism that meets one policy.goal will !
fail to address other policy goals, and may even conflict with other policy goals.

This section presents our recommendations by policy goal, identifying the alternatives that we
believe best meet those goals, with the understanding that different Texas stakeholders will
have differing policy priorities. Without implying our own priorities, we begin with goals
related to procedure, continue with goals related to cost recovery, and conclude with goals
related to other aspects of electricity service. We understand that many elements of these
recommendations are already in place in Texas; so our implicit recommendations about such
elements are that they continue in some form. '

e Reducing Procedural Costs

Procedural costs can be reduced to the extent that rates update automatically, with minimal
need for review by the PUCT and intervenors, or to the extent that ratemaking mechanisms do
not inherently require rate updates. Nonetheless, nearly all of the alternative ratemaking
mechanisms require at least periodic review of revenue requirements and the prudency of
costs; and some, like price cap plans, require significant data that are not otherwise needed for’
reviewing the reasonableness of costs and rates.

In the recommendations that follow, note will be made of means by which the burdens
associated'with rate updates may be mitigated or, in a few cases, avoided.
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e Establishing Reasonable Procedural Timetables

There should be a regular timeframe for adjusting rates and reconciling them with utility costs.

For example, major rate cases could be scheduled every three to five years, except under

extraordinary circumstances; and automatic rate adjustments could occur annually, or perhaps
semi-annually. The automatic rate adjustments would serve the purpose of keeping rates
aligned with costs and thus avoiding rate shock from accumulation of differences between rates
and costs over time. The automatic rate adjustments would be accompanied by utility reports
that would assure transparency, allow the PUCT and intervenors to review rate changes, and
permit settlement negotiations if necessary.

The automatic rate adjustments would apply to all applicable rate mechanisms, including
performance incentives and cost trackers. With regard to the latter, a shortcoming of the

current interim transmission cost of service adjustment mechanism is that rate adjustments

occur only when transmission providers make investments, which causes rates and costs to
diverge when transmission providers do not make investments for a period of time. Requiring
automatic rate adjustments at regular intervals would avoid this problem.

To inform the PUCT and intervenors about utilities’ plans and expectations about the future,
utilities would be required to make annual filings that describe their intentions for major
infrastructure investments for (perhaps) the next five years.

The PUCT would be responsible for rendering decisions on rate adjustments within timeframes

suitable to each ratemaking mechanism, with acceptance being the default in the absence of
PUCT action under specified circumstances.

s Decoupling Cost Recovery from Load Variations

SFV rates, revenue decoupling, and LRAMs all stabilize utility recovery of fixed costs when loads
significantly change. Not incidentally, they also all help reduce the importance of load forecasts
in rate cases and help mitigate utility disincentives for energy conservation. For Texas’ TDUs,
these needs for stability and mitigating disincentives are an issue only for residential and small
non-residential customers, for whom between 76% and 89% of the fixed costs of the six major
ERCOT-based distribution utilities are recovered through energy-based (per kWh) rates. These
needs are not an issue for large non-residential customers who, aside from the Energy
Efficiency Cost Recovery Rider, have no energy charges in their retail T&D base rates.

SFV rates have the relative merits of: a) providing a close match between retail price
components and the ways (i.e., fixed or variable) that costs are incurred, so that changes in
sales lead to roughly equal changes in revenues and costs; b) providing rates that do not need
to change with load changes; and c) imposing low administrative burdens on regulators and
intervenors. The relative shortcoming of SFV rates is they require significant revisions to
present rates, with adverse impacts on low-volume customers who are generally perceived to
be low-income customers. To address this shortcoming, SFV rate reform needs to be
introduced gradually, preferably with a “sliding scale” mechanism that assigns lower fixed
charges to customers who place relatively low demands on T&D systems.
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Revenue decoupling rates’ relative merits lie primarily in their promotion of energy
conservation, not in their stabilization of fixed cost recovery, though they do not require any
initial revisions to existing rates. They have the relative shortcomings of: a) requiring energy
rates that change with load changes; b) discouraging beneficial electricity sales; and c) shifting
some risks (like weather, in the absence of a weather-normalization process) from the utilities
to customers.

LRAMs’ relative merits, like those of révenue decoupling, lie primarily in their promotion of
energy conservation, not in their stabilization of fixed cost recovery, though they do not require
any initial revisions to existing rates. LRAMs have the relative shortcomings of: a) requiring
controversial estimates of sales lost due to conservation; b) risking over-compensating utilities;
and c) imposing hlgh admlmstratwe burdens on utilities, regulators and intervenors.

" Only a few states have adopted SFV rates, while over a dozen presently have electric revenue

decoupling rates and about twenty states have LRAMs. The key issue that makes SFV less
attractive to regulators.is its necessity to significantly revise present rates, which adversely
affects low-volume customers.

Ironically, a competitive market would tend toward SFV rate structures, not revenue decoupling
or LRAM rates. Competitive markets have many examples of pricing structures in which
customers pay a fixed fee that covers the provider’s fixed costs and a variable fee that covers
the provider’s variable costs. Revenue decoupling and LRAMs, by contrast, are artifacts of
regulation: In what competitive market will somebody raise the price you pay because |
decided to consume less? Firms who try that trick in a competitive market do not remain in
business long.

To decouple cost recovery from load variations, Texas’ basic choice is between a ratemaking
alternative (SFV) that mimics competition but requires a significant revision of present rates,
and ratemaking alternatives (revenue decoupling and LRAMs) that begin with existing rates but
are artifacts of regulation that are relatively burdensome to maintain. Our preference is to
gradually move rates from their uneconomic initial levels toward those implied by SFV, not
merely based on the theory that SFV is the only one of the three alternatives that mimics
competition but also based on the fact that competition is coming — and is indeed already here
— in the form of distributed generation. The cross-subsidies that are implicit in present
uneconomic rates will be unsustainable in the face of this competition. The key “virtue” of
revenue decoupling and LRAMs, indeed the “virtue” that has induced many states to‘adopt
these alternative ratemaking mechanisms, is that they allow continuation of the present cross-
subsidies. The extent to which the day of reckoning can be postponed for revenue decoupling
and LRAMs depends upon the extent to which competition from distributed generation can be
held at bay. N s

Any transition to SFV should consider the potential for rate shock and customer confusion due
to the transition to a new rate structure, as patterns of intra-class cost recovery may cause
lower-usage customers within a class to see relative bill increases while higher-usage customers
see relative bill decreases. Such’ cost shifts may be mitigated by a “sliding scale” mechanism
that assigns lower fixed charges to historically low-volume customers than to ﬁi%torically high-
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volume customers. It may also be advisable for a transition to SFV to occur gradually over a
period of perhaps five years.

e Assuring Cost Recovery

A limited set of cost trackers is warranted as a means of assuring recovery of costs that are
substantial, unpredictable, volatile, recurring, or beyond utility control. Such cost trackers can
help hold down procedural costs, update rates to reflect new market conditions, and facilitate
more gradual rate changes over time. By providing timely recovery of significant costs, with
appropriate safeguards for confirming the prudency of those costs, cost trackers can reduce
utilities” financial risk without compromising their performance.

In principle, Texas’ present cost trackers ~ for advanced metering systems, energy efficiency
programs, transmission cost passthroughs, and T&D investment costs — appear to be
reasonable and worthy of continuation in some form. As previously mentioned, the desirability
of timely updates suggests that there may be annual updates to all cost trackers."

Alternatively, Texas could use multi-year rate plans to change rates to reflect cost changes as
measured by external factors beyond the utility’s control, like fuel prices. Such plans offer the
benefits of giving the utility temporary incentives to cut costs and improve performance, of
providing more predictable utility revenues and customer rates, and of spreading investment-
induced rate increases over relatively long periods. On the other hand, such plans can also be
data-intensive and relatively burdensome to develop. Given the fact that Texas already has a
basically satisfactory set of cost trackers, we do not recommend shifting to multi-year rate
plans.

e Assuring Prudency of Costs

Costs should be recovered only to the extent that they are prudent. As with traditional
ratemaking, any streamlined ratemaking process should retain the ability of the PUCT and
intervenors to review rate changes. To reduce potential conflicts during reviews, the cost basis
data requirements, and methods for automatic rate adjustments need to be carefully defined
at the outset of the design of the automatic adjustment programs. If there are to be any true-
ups for differences between forecast costs and actual costs or between actual revenues and
actual costs, the data requirements, methods, and any applicable carrying charges for the true-
ups also need to be defined in advance.

e Assuring Reasonable ROEs

Because automatic rate change mechanisms can result in actual ROEs that differ significantly
from authorized ROEs, earnings sharing mechanisms are desirable as a means of maintaining
ROEs within bands considered to be consistent with market-based returns. Authorized ROEs
are set through the regulatory process at levels consistent with prevailing TDU ROEs, with
financial market data, and with the risk profile of the particular utility to which the ROE would
apply. Authorized ROEs may also depend upon the utility’s achievement of certain operating
performance metrics, as described below. Authorized ROEs may be updated annually.
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At the inception of a TDU’s automated rate change mechanisms, bands around the authorized
ROE are defined within which no change would be made to the actual ROE. Similar to the FRPs
of utilities in Alabama and Mississippi, the actual ROE could be ratcheted up or down if it falls
outside of the bands. The adjustment of any actual ROE falling outside the band could be
limited to a pre-specified number of basis points in order to limit the volatility of rates over the
plan period. The treatment of adjustments could be symmetric (the same when actual ROEs
are too high as when they are too low) or asymmetric. Adjustments to the authorized ROE
would entail sharing between customers and shareholders the difference between the actual
ROE and the relevant band, which would be accomplished by reducing customers’ rates when
the actual ROE is too high and increasing rates when the actual ROE is too low.

e Assuring Service Quality’

To assure that the operation of automatic rate adjustm.'ent mechanisms does not induce cost-
cutting that compromises service quality, it may be wise to develop performance incentives to
accompany such mechanisms. Texas may consider following the examples of Alabama,
Mississippi and Louisiana in adjusting authorized ROEs in accordance with utilities’ achievement
of certain operating performance metrics.

e Promoting Energy Conservation

SFV rates, revenue decoupling, and LRAMs can be used to remove a key disincentive to utility
promotion of energy efficiency. Revenue decoupling, cost trackers, and performance incentives
can be used to encourage energy conservation by consumers. The extent to which these
ratemaking alternatives should be used for these purposes depends upon state policy.

s Assuring Rate Stability

To avoid or mitigate rate shock due to the inauguration of a new alternative ratemaking
mechanism, such mechanisms could be phased in over a period of three to five years.

To avoid or mitigate rate shock due to automatic rate adjustments, Texas could place caps on
the sizes of such adjustments, particularly rate increases. Rate adjustments that exceed the
caps could be deferred for future recovery or refund.
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APPENDIX.
ABBREVIATIONS
APCO Alabama Power Company
APSC Alabama Public Service Commission
ARP Alternative Rate Plan
CAGR compound annual growth rate
CL&P  Connecticut Light & Power
cPuC California Public Utilities Commission
ERCOT Electric Reliability Council of Texas
FERC Federal Energy Regulatory Commission
FRP formula rate plan
GDP gross domestic product
kW kilowatt
kWh kilowatt-hour
LRAM lost revenue adjustment mechanism
NYSEG New York State Electric & Gas Company
PSCo Public Service Company of Colorado
PUCT Public Utility Commission of Texas
PURA Texas’ Public Utility Regulatory Act
ROE rate of return on equity
SFV straight-fixed variable
TAC Texas Administrative Code
TCRF transmission cost recovery factor
T&D transmission and distribution
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Commission file number 1-3187

CenterPoint Energy Houston Electric, LLC
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Texas 22-3865106
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1111 Louisiana
Houston, Texas 77002 (713) 207-1111
(Address and zip code of principal execttive offices) (Registrant’s telephone number, nchuding area code)
Securities registered pursuant to Section 12(b) of the Act:
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Indicate by check mark whether the registrant 1s a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting company Sce definitions of “large

accelerated filer”, “accelerated filer” and “smaller reporting company™ 1n Rule 12b-2 of the Exchange Act (Check one)

Large accelerated filer O Accelerated filer O Non-accelerated filer & Smaller reporting company O Emerging growth company O
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company)

If an emerging growth company, mdicate by check mark 1f the registrant has elected not to use the extended transition pertod for complymg with any new or revised financial
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GLOSSARY

ADFIT

ADMS

AFUDC

AMS

ARO

ASC

ASU

Bond Companies

Bond Company II
Bond Company Il
Bond Company IV

Brazos Valley Connection

CenterPoint Energy
CERC Corp.

CERC

CERCLA

CES
COLI
DCRF
DOE
EDIT
EECR
EECRF
EPA
ERCOT
ERCOT ISO
ERO
FASB
FERC
Fitch
GenOn
GHG
GWh
Houston Electric
IBEW
IG

IRS

kV
LIBOR
Moody’s
NAV
NECA
NERC

Accumulated deferred federal income taxes
Advanced Distnbution Management System
Allowance for funds used during construction
Advanced Metering System

Asset retirement obligation

Accounting Standards Codification
Accounting Standards Update

Bond Company II. Bond Company III, Bond Company IV and Restoration Bond
Company. each a wholly-owned, bankruptcy remote entity formed solely for the purpose
of purchasing and owning transition or system restoration property through the 1ssuance
of Secuntization Bonds

CenterPoint Energy Transition Bond Company II. LLC
CenterPoint Energy Transition Bond Company III, LLC
CenterPoint Energy Transition Bond Company IV, LLC

A portion of the Houston region transmission project between Houston Electric’s Zenith
substation and the Gibbons Creek substation owned by the Texas Municipal Power
Agency

CenterPoint Energy, Inc , and its subsidianes
CenterPoint Energy Resources Corp.
CERC Corp , together with its subsidiaries

Comprehensive Environmental Response, Compensation and Liability Act of 1980, as
amended

CenterPoint Energy Scrvices, Inc.
Corporate-owned life insurance

Distribution Cost Recovery Factor

U S Department of Energy

Excess deferred income taxes

Energy Efficiency Cost Recovery

Energy Efficiency Cost Recovery Factor
Environmental Protection Agency

Electric Reliability Council of Texas

ERCOT Independent System Operator

Electric Reliability Organization

Financial Accounting Standards Board

Federal Energy Regulatory Commission

Fitch, Inc

GenOn Encergy, Inc.

Greenhouse gases

Gigawatt-hours

CenterPoint Energy Houston Electnic, LLC and its subsidianes
International Brotherhood of Electrical Workers
Intelligent Grid

Intemal Revenue Service

Kilovolt

London Interbank Offered Rate

Moody’s Investors Service, Inc.

Net asset value

National Electrical Contractors Association
North American Electric Reliability Corporation
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GLOSSARY (cont.)

NRG

PRPs

PUCT

RCRA

Reliant Energy

REP

Restoration Bond Company
RICE MACT

RRI

SEC

Securitization Bonds
S&pP

TBD

TCEH Coip.

1CJA

TCOS

DU

Texas RE

VIE

Vistra Energy Corp.

NRG Energy, Inc.

Potentially responsible parties

Public Utility Commuission of Texas

Resource Conservation and Recovery Act of 1976

Rehant Energy, Incorporated

Retail cleetne provider

CenterPoint Energy Restoration Bond Company, LLC

Reciprocating Intemal Combustion Engines Maximum Achievable Control Technology
Reliant Resources, Inc.

Secunties and Exchange Commission

Transition and system restoration bonds

Standard & Poor’s Ratings Services, a division of The McGraw-Hill Companzies
To be determined

Formerly Texas Competitive Electric Holdings Company LLC. predecessor to Vistra
Energy Corp whosc major subsidianies include Luminant and TXU Encrgy

Tax reform legislation informally called the Tax Cuts and Jobs Act of2017
Transmission Cost of Service

Transmission and distribution utility

Texas Reliability Entity

Vanable interest entity

Texas-based energy company focused on the competitive energy and power generation
markets

m
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We meet the conditions specified 1n General Instruction I (1)a) and (b) of Form 10-K and are thereby pemutted to use the reduced disclosure format for
wholly-owned subsidiartes of reporting companies specified therein Accordingly, we have onutted from this report the information called for by Item 10
(Directors, Executive Officers and Corporate Goverance), Item 11 (Executive Compensation). Item 12 (Security Ownership of Certain Beneficial Owners and
Management and Related Stockholder Matters) and Item 13 (Certain Relationships and Related Transactions, and Director Independence) of Form 10-K In
lieu of the information called for by Item 6 (Selected Financial Data) and Item 7 (Management’s Discussion and Analysis of Financial Condition and Results
of Operations) of Form 10-K. we have included, under Item 7, Management’s Narrative Analysis of Results of Operations to explain the reasons for matenal
changes 1n the amount of rev caue and expense 1tems between 2017, 2016 and 2015

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION

From time to time we make statements concermning our expectations, beliefs, plans, objectives, goals, strategies, future events or performance and
underlying assumptions and other statements that are not historical facts. These statements are “‘forward-looking statements” within the meaning of the
Private Securities Litigation Reform Act of 1995 Actual results may differ materially from those expressed or implied by these statements. You can oenerally

identify our forward-looking statements by the words “anticipate.” “believe,” “continue,” “could.” “estimate,” “expect.” *forecast.” “goal.
“objective,” “plan,” “potential,” “predict,” “projection,” “*should,” “target,” “will” or other similar words.

intend,” “may,”

We have based our forward-looking statements on our management’s beliefs and assumptions based on information reasonably available to our
management at the time the statements are made We caution you that assumptions, beliefs, expectations, intentions and projections about future events may
and often do vary materially from actual results Therefore, we cannot assure you that actual results will not differ materially from those expressed or implied
by our forward-looking statements

Some of the factors that could cause actual results to differ from those expressed or implied by our forward-looking statements are described under “Rusk
Factors” in Item 1 A and “Management’s Natrative Analysis of Results of Operations — Certain Factors Affecting Future Eammgs in Item 7 of this report,
which discussions arc incorporated herein by reference.

You should not place undue reliance on forward-looking statements. Each forward-looking statement speaks only as of the date of the particular statement,
and we undertake no obligation to update orrevise any forward-looking statements
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PART 1

Item 1. Business

OUR BUSINESS

Overview

We are an ndirect, wholly-owned subsidiary of CenterPoint Energy, a public utility holding company We provide electric transmission and
distribution services to REPs serving more than 2.4 million metered customers 1n the Texas Gulf Coast area that includes the city of Houston We consist of a
singlc reportable business segment: Electric Transmission & Distribution

Our pnincipal executive offices are located at 1111 Louisiana, Houston, Texas 77002 (telephone number: 713-207-1111).

We make available free of charge on our parent company’s Intemet website our annual report on Form 10-K, quarterly reports on Form 10-Q, current
reports on Form &-K and amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Secunties Exchange Act of 1934 as soon as
reasonably practicable after we electronically file such reports with, or furmish them to, the SEC  Our parent company's website address 1s
www centerpointenergy com. Investors should also note that we announce matenal financial information 1n SEC filings, press releases and public conference
calls Based on guidance from the SEC, we may use the investor relations section of our parent’s website to communicate with our investors It 1s possible that
the financial and other information posted there could be deemed matenal information Except to the extent explicitly stated herein, documents and
information on our parent company’s webstte are not incorporated by reference herein

Electric Transmission & Distribution

We arc a transmission and distribution clectric utility that operates wholly within the state of Texas and 1s a member of ERCOT ERCOT serves as the
independent system operator and regional reliability coordinator for member electnc power systems 1in most of Texas. The ERCOT market represents
approximately 90% of the demand for power in Texas and is one of the nation’s largest power markets. The ERCOT market operates under the reliability
standards devcloped by the NERC, approved by the FERC and monitored and cnforced by the Texas RE. The PUCT has pnmary junsdiction over the
ERCOT market to ensure the adequacy and reliability of electricity supply across the state’s main interconnected power transmission grid. Neither we nor any

other subsidiary of CenterPoint Energy makes direct retail or wholesale sales of electric energy or owns or operates any electric generating facilities. Our
service territory is depicted below

Electric Transnussion

On behalf of REPs, we deliver electricity from power plants to substations, from one substation to another and to retail electric customers taking power at

orabove 69 kV 1n locations throughout our certificated service temtory. We construct and maintain transmission facilities and provide transmission services
under tanffs approved by the PUCT.
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The ERCOT ISO is responsible for operating the bulk electric power supply system tn the ERCOT market Our transmission business. along with those of
other owners of transmussion facilities in Texas, supports the operation of the ERCOT ISO We participate with the ERCOT ISO and other ERCOT utilities to
plan, design, obtain regulatory approval for and construct new transmission lines necessary to increase bulk power transfer capability and to remove existing
constraints on the ERCOT transmission grid.

Electric Distribution

In ERCOT, end uscrs purchasc therr clectnierty directly from certificated REPs We deliver clectnieity for REPs in our certificated service area by carrying
lower-voltage power from the substation to the retail electric customer Our distribution network receives electneity from the transmission gnid through power
distnbution substations and delivers electricity to end users through distribution feeders Our operations include constructton and maintenance of
distribution facilitics, metering services, outage response services and call center operations. We provide distribution services under tariffs approved by the
PUCT. PUCT rules and market protocols govern the commercial operations of distribution companies and other market participants Rates for these existing
services are established pursuant to rate proceedings conducted before municipalities that have onginal junisdiction and the PUCT.

Bond Companies

We have special purpose subsidiaries consisting of the Bond Companies, which we consolidate in our consolidated financial statements The
consolidated special purpose subsidiaries are wholly-owned, bankruptcy remote entities that were formed solely for the purpose of purchasing and owning
transition or system restoration property through the i1ssuance of Secuntization Bonds. and conducting activities incidental thereto. The Secuntization Bonds
are repaid through charges imposed on customers in our service temntory. For further discussion of the Securitization Bonds and the outstanding balances as
of December 31,2017 and 2016, see Note 8 to our consolidated financial statements.

Customers

We serve nearly all of the Houston/Galveston metropolitan arca At December 31, 2017, our customers conststed of approximately 68 REPs, which sell
electricity to more than 2.4 mullion metered customers in our certificated service area. and municipalities, electric cooperatives and other distribution
companies located outside our certificated service area Each REP 1s licensed by, and must meet munimum creditworthiness critena established by, the PUCT
We do not have long-term contracts with any of our customers We operate using a continuous billing cycle, with meter readings being conducted and
invoices bemng distributed to REPs each business day. For information regarding our major customers, see Note 7 to our consolidated financial statements

Utility Technology

Our Smart Gnd 1s compnsed of the AMS, IG, ADMS and private telecommunications network Since 2009, we have deployed fully operational advanced
meters to virtually all of our 2 4 million metered customers, automated 31 substations, installed 872 IG Switching Devices on more than 200 circuits, built a
wireless rad1o frequency mesh telecommunications network across our 5,000-square mile footprint, and enabled real-time grnid monitoring and control, which
leverages information from smart meters and field sensors to manage system events through the ADMS We believe that the Smart Gnd 1s already improving
electric distribution service reliability and restoration, enhancing the consumer expenence, supporting the growth of renewable energy and helping the
environment by reducing carbon emissions.

Competition

There arc no other clectric transmussion and distnbution utilitics 1n our service arca For another provider of transmission and distnbution scrvices to
provide such senvices in our territory, 1t would be required to obtain a certificate of convenience and necessity from the PUCT and, depending on the location
of the facihities, may also be required to obtain franchises from one or more munictpalities We know of no other party intending to enter this business in our
service area at this ime Distributed generation (i e , power generation located at or near the point of consumption) could result 1n a reduction of demand for
our distribution services but has not been a significant factor to date

Seasonality
Asignificant portion of our revenues 1s derived from rates that we collect from each REP based on the amount of electricity we deliver on behalf of that

REP Thus, our revenues and results of operations are subject to seasonality, weather conditions and other changes in electricity usage, with revenues
generally being higher during the warmer months
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Properties

All of our properties are located 1n Texas Our properties consist pnmanly of high-voltage electric transmission lines and poles, distribution lines,
substations, service centers, service wires, telecommunications network and meters Most of our transmission and distribution lines have been constructed
over lands of others pursuant to easements or along public highways and streets under franchise agreements and as permitted by law

All of our real and tangible properties. subject to certain exclusions, are currently subject to

» the lien of a Mortgage and Deed of Trust (the Mortgage) dated November 1, 1944, as supplemented, and

» the licn of a General Mortgage (the General Mortgage) dated October 10,2002, as supplemented, which is junior to the lien of the Mortgage

For information related to debt outstanding under the Mortgage and General Mortgage, see Note 8§ to our consolidated financial statements.

Electric Lines - Transmssion As of December 31,2017, we owned and operated the following electric transmission lines:

Circuit Miles

Operating Voltage Overhead Lines Underground Lines
69 kV 271 2
138 kV 2.198 24
345kV 1,219 —
3.688 26

Electric Lines - Distribution.  As of December 31, 2017, we owned 28,883 pole mules of overhead distibution lines and 24,662 circuit miles of
underground distribution lines.

Substations As of December 31, 2017, we owned 235 major substation sites having a total installed rated transformer capacity of 64,924 megavolt
amperes.

Service Centers As of December 31,2017, we operated 14 regional service centers located on a total of 292 acres of land. These service centers consist
of office buildings, warehouses and repair facilities that are used 1n the business of transmutting and distributing electricity

Franchises

We hold non-exclusive franchises from certain incorporated municipalities in our service temitory. In exchange for the payment of fees, these franchises
give us the night to use the streets and public nghts-of-way of these municipalities to construct, operate and maintain our transmission and distribution
system and to use that system to conduct our electric delivery business and for other purposes that the franchises permut. The terms of the franchises, with
various expiration dates, typically range from 20 to 40 years

REGULATION

We are subject to regulation by vanous federal, state and local governmental agencies, including the regulations described below.

Federal Energy Regulatory Commission

We arc not a “public utility” under the Federal Power Act and, therefore, are not geacrally regulated by the FERC, although certain of our transactions
are subject to limited FERC jurisdiction. The FERC has certain responsibilities with respect to ensuring the reliability of electric transmission service,
including transmussion facilities owned by us and other utilities within ERCOT The FERC has designated the NERC as the ERO to promulgate standards,
under FERC oversight, for all owners, operators and users of the bulk power system (Electric Entities). The ERO and the FERC have authority to (a) impose
fines and other sanctions on Electric Entities that fail to comply with approved standards and (b) audit compliance with approved standards The FERC has
approved the delegation by the NERC ofauthority for rehability in ERCOT to the Texas RE. We do not anticipate that the rehiability standards
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proposed by the NERC and approved by thé FERC will have a material adverse impact on our operations To the extent that we are required to make
additional expenditures to comply with these standards, 1t 1s anticipated that we will seek to recover those costs through the transmission charges that are
imposed on all distribution service providers within ERCOT for electric transnussion provided

As a public utility holding company. under the Public Utility Holding Company Act of 2005, CenterPoint Energy 1s subject to reporting and accounting
requirements and 1s required to maintain certain books and records and make them available for review by the FERC and state regulatory authorties in
certain circumstances

State and Local Regulation

We conduct our opcrations pursuant to a certificate of convenience and necessity 1ssucd by the PUCT that covers our present service arca and factlitics
The PUCT and certain municipalities have the authonty to set the rates and terms of service provided by us under cost-of-service rate regulation. We hold
non-exclusive franchises from certain incorporated municipalities 1n our service temtory In exchange for payment of fees, these franchises give us the nght
to use the streets and public nghts-of-way of these municipalities to construct, operate and maintain our transmission and distnbution system and to use that
system to conduct our electnc delivery business and for other purposes that the franchises permut. The terms of the franchises, with various expiration dates.
typically range from 20 to 40 years.

Our distributton rates charged to REPs for residential customers are primantly based on amounts of energy delivered, whereas distribution rates for a
majority of commercial and 1industnal customers are pnmanly based on peak demand All REPs 1n our service area pay the same rates and other charges for
transmussion and distribution services. This regulated delivery charge includes the transmission and distrnibution rate (which includes municipal franchise
fees), a distribution recovery mechanism for recovery of incremental distribution-invested capital above that which is already reflected in the base
distribution rate, a nuclear decommussioning charge associated with decommussioning the South Texas nuclear generating facility, an EECR charge, and
charges associated with secuntization of regulatory assets, stranded costs and restoration costs relating to Hurmicane lke Transmission rates charged to
distribution companies are based on amounts of energy transmitted under “postage stamp” rates that do not vary with the distance the energy 1s being
transmutted ' All distribution companies in ERCOT pay us the same rates and other charges for transmission scrvices.

For a discussion of cettain of our ongoing regulatory proceedings, see “Management’s Narrative Analysis of Results of Operations — Liquidity and
Capital Resources — Regulatory Matters” in Item 7 of this report, which discussion 1s incorporated herem by reference

ENVIRONMENTAL MATTERS

Our operations are subject to stringent and complex laws and regulations pertaining to the environment As an owner or operator of electric transmisston
and distnibution systems, and the facilities that support these systems, we must comply with these laws and regulations at the federal. state and local levels.
These laws and regulations can restrict or impact our business activittes in many ways, including, but not limited to

* restrcting the way we can handle or dispose of wastes,

*  limiting or prohibiting construction activities 1n sensitive areas such as wetlands, coastal regions or areas inhabited by endangered species.

« requuring remedial action to mitigate environmental conditions caused by our operations or attnbutable to former operations, and

»  cnjoining the operations of facilitics with permits issued pursuant to such environmental laws and regulations

To comply with these requirements. we may need to spend substantial amounts and devote other resources from time to time to, among other activities:

*  construct or acquire new facilities and equipment:

= acquire permuts for facility operations,
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»  modify. upgrade or replace existing and proposed equipment, and
*  clean or decommission waste management areas, fuel storage facilities and other locations

Fatlure to comply with these laws and regulations may tngger a vanety of admunistrative, civil and cniminal enforcement measures, including the
assessment of monetary penalties, the imposition of remedial actions and the 1ssuance of orders enjoining future operations Certain environmental statutes
impose strict, joint and several liability for costs required to assess, clean up and restore sites where hazardous substances have been stored, disposed or
rcleascd Morcover, it 1s not uncommon for neighboring landowners and other third parties to file claims for personal njury and’or property damage
allegedly caused by the release of hazardous substances or other waste products nto the environment

The recent trend 1n environmental regulation has been to place more restrictions and limitations on activitics that may impact the environment There
can be no assurance as to the amount or timing of future expenditures for environmental comphance or remediation, and actual future expenditures may be
different from the amounts we currently anticipate. We try to anticipate future regulatory requirements that mught be imposed and plan accordingly to
maintain complhiance with changing environmental laws and regulations and to ensure the costs of such comphance are reasonable

Based on current regulatory requirements and interpretations, we do not believe that compliance with federal, state or local environmental laws and
regulations wall have a matenal adverse effect on our business, financial position, results of operations or cash flows. In addition, we believe that our current
environmental remediation activities will not materially interrupt or dimimish our operational ability We cannot assure you that future events. such as
changes in existing laws, the promulgation of new laws, or the development or discovery of new facts or conditions will not cause us to ncur significant
costs The following 1s a discussion of matenal current environmental and safety issues, laws and regulations that relate to our operations We behieve that we
are 1n substantial compliance with these environmental laws and regulations

Global Climate Change

There 15 1ncreasing attention being paid 1in the United States and worldwide to the 1ssue of climate change As a result, from time to time, regulatory
agencies have considered the modification of existing laws or regulations or the adoption of new laws or regulations addressing the emissions of GHG on the
state, federal, or intemational level. Some of the proposals would require industrial sources to meet stringent new standards that would require substantial
reductions in GHG emussions We, in contrast to some electric utilitics, do not generate clectneity and thus are not directly exposed to the risk of high capital
costs and regulatory uncertainties that face electric utilities that bum fossil fuels to generate electncity Nevertheless, our revenues could be adversely
affected to the extent any resulting regulatory action has the effect of reducing consumption of electricity by ultimate consumers within our service temntory.
Likewise, incentives to conserve energy or to use other energy sources could result in a decrease in demand for our services’ KPthis point in tume, however, 1t
would be speculative to try to quantify the magnitude of the impacts from possible new regulatory actions related to GHG emussions, either positive or
negative, on our business.

To the extent climate changes may occur, financial results from our business could be impacted Warmer temperatures in our service termtory may
increase our revenues from transmisston and distribution through increased demand for electricity for cooling Another possible result of climate change 1s
more frequent and more severe weather events, such as hurricanes or tomadoes. Since many of our facilities are located along or near the Gulf Coast,
increased or more severe hurricanes or tornadoes could increase our costs to repair damaged facilities and restore service to our customers. When we cannot
delrver clectricity to customers, or our customers cannot receive our scrvices, our financial results can be unpacted by lost revenues, and we generally must
seek approval from regulators to recover restoration costs. To the extent we are unable to recov er those costs, or 1f higher rates resulting from our recovery of
such costs result in reduced demand for our services, our future financial results may be adversely impacted

Air Emissions

Our operations are subject to the federal Clean Air Act and comparable state laws and regulations These laws and regulations regulate emissions of air
pollutants from various industnal sources and alse 1mpose various monitonng and reporting requirements. Such laws and regulations may require pre-
approval for the construction or modification of certain projects or facilities expected to produce air emissions or result 1n the increase of existing arr
emissions We may be required to obtain and strictly comply with air permuts containing vartous emissions and operational lumitations, or utilize specific
emission control technologies to limit emissions. Failure to comply with these requirements could result 1n monetary penalties, injunctions, conditions or
restrictions on operations, and potentially criminal enforcement actions. We may be required to incur certain capital expenditures 1n the future for air
pollution control equipment in connection with obtaining and maintaining operating permits and approvals for air emissions Under the National
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Emusston Standards for Hazardous Air Pollutants, the EPA established the RICE MACT rule. Back up electrical generators we use are substantially compliant
with these laws and regulations.

Water Discharges

Our operations are subject to the Federal Water Pollution Control Act of 1972, as amended, also known as the Clean Water Act, and analogous state laws
and regulations. These laws and regulations impose detailed requirements and strict controls regarding the discharge of pollutants into waters of the United
States The unpermutted discharge of pollutants, mcluding discharges resulting from a spill or leak incident, 1s prohibited The Clean Water Act and
regulations implemented thereunder also prohibit discharges of dredged and fill matenal into wetlands and other waters of the United States unless
authonzed by an appropnately 1ssued permit Any unpermtted release of petroleum or other pollutants from our factlities could result 1n fines or penalties as
well as significant remedial obligations.

Under the Obama administration, the EPA promulgated a set of rules that included a comprehensive regulatory overhaul of defining “waters of the
United States” for the purposes of determining federal jurisdiction These regulations have the potential to affect many aspects of our water-related regulatory
compliance obligations. However, the new rules were challenged 1n court, and the U.S Supreme Court has recently held that any challenge to the rules must
be brought 1n the U.S. district courts rather than directly before the U.S. courts of appeals. As a result, the new definition of the “waters of the United States” 1s
likely to be disputed 1n Iitigation for years to come Additionally, the Trump administration has signaled 1ts intent to repeal and replace the Obama-era rules
Thus, the fate and content of the new regulations is currently uncertain, and it is not clear when, and even 1f, they will be enacted. The potential impact of any
new “waters of the United States” regulations on our business, lhiabilities, compliance obligations or profits and revenues 1s uncertain at this time.

Hazardous Waste

Our operations generate wastes, including some hazardous wastes, that are subject to the federal RCRA, and comparable state laws, which impose
detailed requirements for the handling, storage. treatment, transport and disposal of hazardous and solid waste Ordinary industrial wastes such as paint
wastes, waste solvents and laboratory wastes may be regulated as hazardous waste '

Liability for Remediation

CERCLA, also known as “Superfund,” and comparable state laws impose liability, without regard to fault or the legality of the original conduct, on
certain classes of persons responsible for the release of “hazardous substances” into the environment. Classes of PRPs include the current and past owners or
operators of sites where a hazardous substance was released and companies that disposed or arranged for the disposal of hazardous substances at offsite
locations such as landfills. In the course of our ordinary operations we do, from time to time, generate wastes that may fall within the definition of a
“hazardous substance.” CERCILA authonizes the EPA and, 1n some cases, third parties to take action 1n response to threats to the public health or the
environment and to recover the costs they incur from the responsible classes of persons Under CERCLA, we could potentially be subject to joint and several
liability for the costs of cleaning up and restoring sites where hazardous substances have been released, for damages to natural resources, and for associated
response and assessment costs, including for the costs of certain health studies

Liability for Preexisting Conditions
For information about preexisting environmental matters, please see Note 10(b) to our consohdated financial statements
EMPLOYEES

As of December 31, 2017, we had 2,816 full-time employees, of which approximately 52% were subject to a collective bargaining agreement The
collective bargaining agreement with the IBEW Local 66 will expire in May of 2020 This agreement was last negotiated in 2016.
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Item YA. Risk Factors

The following, along with any additional legal proceedings identified or incorporated by reference in Item 3 of this report, summanzes the pnncipal nsk
factors associated with our business However. additional risks and uncertainties either not presently known or not currently believed by management to be
matenal may also adversely affect our business.

Risk Factors Associated with Our Consolidated Financial Condition

We are an indirect, wholly-owned subsidiary of CenterPoint Energy. CenterPoint Energy can exercise substantial control over our dividend policy and
business and operations and could do so in a manner that is adverse to our interests.

We are managed by officers and employees of CenterPoint Energy. Our management will make determinations with respect to the following.

¢+ ourpayment of dividends,

» our financings and our capital raising activities;

*  mergers or other business combinations, and

* ouracquisition or disposition of assets

Other than the financial covenant contained 1n our credit facility (descrnibed under “Management’s Narrative Analysis of Results of Operations—
Liquidity and Capital Resources” in Ttem 7 of Part II of this report), which could have the practical effect of limiting the payment of dividends under certain
circumstances, there are no contractual restrictions on our ability to pay dividends to CenterPoint Energy Our management could decide to increase our
dividends to CenterPoint Encrgy to support 1ts cash needs. This could adversely affect our liquidity However, under our credit facility. our ability to pay
dividends is restricted by a covenant that debt, excluding Securitization Bonds, as a percentage of total capitalization may not exceed 65%

Ifwe are unable to arrange future financings on acceptable terms, our ability to refinance existing indebtedness could be limited.

As of December 31, 2017, we had $4.8 billion of outstanding indebtednress on a consolidated basis, which includes $1.9 billion of non-recourse
Secuntization Bonds. As of December 31, 2017, pnncipal repayments through 2020 are limited to scheduled principal repayments of approximatety $1 1
billion on Secuntization Bonds, for which dedicated revenue streams extst Our future financing activities may be significantly affected by, among other
things.

+  general economic and capital market conditions,

«  credit availability from financial institutions and other lenders,

+ anvestor confidence 1n us and CenterPoint Encrgy and the markets in which we operate,

» maintenance of acceptable credit ratings by us and CenterPoint Energy,

»  market expectations regarding our and CenterPoint Energy’s future earnings and cash flows,

+ ourand CenterPoint Energy’s ability to access capital markets on reasonable terms:

+  ourexposure to GenOn (formerly known as RRI Energy, Inc , Rehant Energy and RRI), a wholly-owned subsidiary of NRG and currently the subject
of bankruptcy proceedings, in connection with certain indemnification obligations; and

«  provisions of relevant tax and secunties laws,
As of December 31, 2017, we had approximately $2 9 billion aggregate principal amount of general mortgage bonds outstanding under the General
Mortgage, including approximately $118 million held in trust to secure pollution contro! bonds for which CenterPoint Energy 1s obligated Additionally, as

of December 31, 2017, we had approximately $102 million aggregate principal amount of first mortgage bonds outstanding under the Mortgage. We may
issue additional general mortgage bonds on the basis of
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retired bonds, 70% of property additions or cash deposited with the trustee Approximately $4 2 billion of additional first mortgage bonds and general
mortgage bonds 1n the aggregate could be 1ssued on the basis of retired bonds and 70% of property additions as of December 31, 2017 We have
contractually agreed that we will not 1ssue additional first mortgage bonds, subject to certain exceptions

Our current credit ratings are discussed 1n “Management’s Narrative Analysis of Results of Operations — Liquidity and Capital Resources — Impact on
Liquidity of a Downgrade in Credit Ratings” 1n Item 7 of Part IT of this report These credit ratings may not remain 1n effect for any given period of tume and
one or more of these ratings may be lowered or withdrawn entirely by a rating agency We note that these credit ratings are not recommendations to buy, sell
or hold our sccuritics. Each rating should be cvaluated mdependently of any other rating Any future reduction or withdrawal of onc or morc of our credit
ratings could have a material adverse impact on our ability to access capital on acceptable terms

The creditworthiness and liquidity of our parent company and our affiliates could affect our creditworthiness and liquidity.

Our credit ratings and liquidity may be impacted by the creditworthiness and liquidity of our parent company and our affiliates. As of December 31,
2017, CenterPoint Energy and its subsidianes other than us have approximately $50 mullion pnncipal amount of debt required to be paid through 2020 If
CenterPoint Energy were to experience a deterioration 1n 1ts creditworthiness or liquidity. our creditworthiness and hquidity could be adversely affected I[n
addition, CenterPoint Energy or its other subsidiaries or affihates may from time to time acquire or dispose of assets or businesses or enter mto jomnt ventures
or other transactions that could adversely impact the credit capacity, credit ratings or liquidity of CenterPoint Energy or its other subsidianies or aftiliates,
which, as a result, could adversely impact our credit ratings and Liquidity. Also, from time to time we and other affiliates invest in or borrow funds from the
money pool maintained by CenterPoint Energy If CenterPoint Energy or the affihiates that borrow our invested funds were to expenence a detenoration
their creditworthiness or hquidity, our creditworthiness, liquidity and the repayment of notes receivable from CenterPoint Energy and our affiliates under the
money pool could be adversely impacted

Risk Factors Affecting Our Business
Rate regulation of our business may delay or deny our ability to earn an expected return and fully recover our costs.

Our rates are regulated by certain municipalities and the PUCT based on an analysis of our invested capital, our expenses and other factors 1n a test year
in comprehensive base rate proceedings (1.c.. general rate cases) subject to periodic revicw and adjustment. Each of these rate proceedings 1s subject to third-
party intervention and appeal, and the timing of a general base rate proceeding may be out of our control. The rates that we are allowed to charge may not
match our costs at any given time, which 1s referred to as “regulatory lag.”

Though several intenim rate adjustment mechanisms have been implemented to reduce the effects of regulatory lag. these adjustment mechanisms are
subject to the applicable regulatory body’s approval and are subject to limitations that may reduce our ability to adjust rates. For example, the DCRF
mechanism adjusts an electric utility’s rates for increases 1n net distnbution-invested capital (e.g., distribution plant and intangible plant and communication
equipment) since its last comprehensive base rate proceeding, but we may only make a DCRF filing once per calendar year. The TCOS mechanism allows a
transmission service provider to update 1ts wholesale transmission rates to reflect changes 1n transmission-related invested capital, but 1s only available twice
per calendar year.

We can make no assurance that filings for such mechanisms will result in favorable adjustments to ratcs Notwithstanding the application of the rate
mechanisms discussed above, the regulatory process by which rates are determined 1s subject to change as a result of the legislative process or rulemaking, as
the case may be, and may not always be available or result 1n rates that will produce recovery of our costs or enable us to eamn an expected return. In addition,
changes to the mntenm adjustment mechanisms could result in an increase 1n regulatory lag or otherwise impact our ability to recover our costs in a timcly
manner To the extent the regulatory process does not allow us to make a full and timely recovery of appropriate costs, our results of operations, financial
condition and cash flows could be adversely affected

Disruptions at power generation facilities owned by third parties could intervupt our sales of transmission and distribution services.
We transmit and distribute to customers of REPs electric power that the REPs obtain from power generation facihties owned by third parties. We do not
own or operate any power generation facilities If power generation 1s disrupted or 1f power generation capacity 1s inadequate, our sales of transnussion and

distnbution services may be diminished or interrupted, and our results of operations, financial condition and cash flows could be adversely affected.
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Our revenues and results of operations are seasonal.

Asignificant portion of our revenues is derived from rates that we collect from each REP based on the amount of electricity we deliver on behalf of such
REP. Thus, our revenues and results of operations are subject to seasonality, weather conditions and other changes 1n electricity usage, with revenues
generally being higher dunng the warmer months Unusually mild weather 1n the wanmer months could diminish our results of operations and harm our
financial condition. Conversely, extreme warm weather conditions could increase our results of operations in a manner that would not likely be annually
recurring

We could be subject to higher costs and fines or other sanctions as a result of mandatory reliability standards.

The FERC has junsdiction with respect to ensuring the reliability of clectric transmission service, including transmission facilitics owned by us and
other utitities within ERCOT. The FERC has designated the NERC as the ERO to promulgate standards, under FERC oversight, for all owners, operators and
users of the bulk power system The FERC has approved the delegation by the NERC of authonty for reliability in ERCOT to the Texas RE, a Texas non-
profit corporation Compliance with the mandatory reliability standards may subject us to higher operating costs and may result in increased capital
expenditures. In addition, if we were to be found to be in noncompliance with applicable mandatory reliability standards, we could be subject to sanctions.
including substantial monetary penalties.

A substantial portion of our receivables is concentrated in a small number of REPs and any delay or default in such payments could adversely affect our
cash flows, financial condition and results of operations.

Our recetvables from the distribution of electricity are collected from REPs that supply the electricity we distnbute to their customers As of December
31, 2017, we did business with approximately 68 REPs. Adverse economic conditions, structural problems 1n the market served by ERCOT or financial
difficulties of one or more REPs could impair the ability of these REPs to pay for our services or could cause them to delay such payments We depend on
these REPs to remit payments on a timely basis Applicable regulatory provisions require that customers be shifted to another REP or a provider of last resort
if a REP cannot make timely payments Applicable PUCT regulations significantly limit the extent to which we can apply normal commercial temms or
otherwise seek credit protection from firms desinng to provide retail electric service in our service terntory, and we thus remain at risk for payments related to
services provided prior to the shift to another REP or the provider of last resort A significant portion of our billed recervables from REPs are from affiliates of
NRG and Vistra Encrgy Corp., formerly known as TCEH Corp Our aggregate billed receivables balance from REPs as of December 31, 2017 was
$2135 million. Approximately 34% and 12% of this amount was owed by affiliates of NRG and Vistra Energy Corp . respectively Any delay or default in
payvment by REPs could adversely affect our cash flows, financial condition and results of operations. If an REP were unable to meet its obligations, 1t could
consider, among various options, restructuring under the bankruptcy laws, in which event such REP mught seek to avoid honoring its obligations, and claims
might be made by creditors involving payments we had received from such REP.

The AMS deployed throughout our service territory may experience unexpected problems with respect to the timely receipt of accurate metering data.

We have deployed an AMS throughout our service temtory. which integrates equipment and computer software from various vendors to ehinunate the
need for physical meter readings to be taken at consumers’ premises, such as monthly readings for billing purposes and special readings associated with a
customer’s change in REPs or the connection or disconnection of electric service. Unanticipated difficulties could be encountered duning the operation of the
AMS, including failures or 1nadequacy of equipment or software, difficultics i integrating the various components of the AMS, changes in technology.
cyber-security 1ssues and factors outside our control, which could result in delayed or inaccurate metering data that might lead to delays or inaccuracies in
the calculation and imposition of delivery or other charges. which could have a matenal adverse effect on our results of operations, financial condition and
cash flows.

Other Risk Factors Affecting Our Business
We are subject to operational and financial risks and liabilities arising from environmental laws and regulations.
Qur operations are subject to stringent and complex laws and regulations pertaining to the environment As an owner or operator of electric transmission
and distnibution systems, and the facilities that support these systems, we must comply with these laws-anggegulations at the federal, state and local levels.

These laws and regulations can restrict or impact our business activities in many ways. such as

+  restricting the way we can handle or dispose of wastes,
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»  limiting or prohibiting construction activities 1n sensitive areas such as wetlands. coastal regions, or areas inhabited by endangered species,

+  requiring remedial action to mitigate environmental conditions caused by our operations. or attributable to former operations: and

*  enjoining the operations of faciities with permuts 1ssued pursuant to such environmental laws and regulations

To comply with thesc requirements, we may need to spend substantial amounts and devote other resources from time to time to

+  construct or acquire new facilities and equipment;

+ acquire permuts for facility operations,

»  modify or replace existing and proposed equipment; and

»  clean or decommission waste management areas, fuel storage facilities and other locations.

Failure to comply with these laws and regulations may trigger a vanety of administrative, civil and cniminal enforcement measures, including the
assessment of monetary penalties, the imposition of remedial actions, and the 1ssuance of orders enjoining future operations Certain environimental statutes
impose stnct joint and several liability for costs required to clean and restore sites where hazardous substances have been stored, disposed or released.

Moreover, 1t is not uncommon for neighboring landowners and other third parties to file claims for personal injury and property damage allegedly caused by
the release ot hazardous substances or other waste products into the environment

The recent trend 1n environmental regulation has been to place more restrictions and limitations on actrvities that may impact the environment, and thus
there can be no assurance as to the amount or timing of future expenditures for environmental compliance or remediation, and actual future expenditures may
be greater than the amounts we currently anticipate

Our insurance coverage may not be sufficient. Insufficient insurance coverage and increased insurance costs could adversely impact our results of
operations, financial condition and cash flows.

We cumrently have general Liability and property insurance mn place to cover certain of our facilities 1n amounts that we consider appropuate Such
policies are subject to certain limuts and deductibles and do not include business interruption coverage Insurance coverage may not be available in the future
at current costs or on commercially reasonable terms, and the insurance proceeds received for any loss of, or any damage to, any of our facilities may not be
sufficient to restore the loss or damage without negative unpact on our results of operations, financial condition and cash flows

In common with other companies 1n our line of business that serve coastal regions, we do not have insurance covernng our transnussion and distnbution
system, other than substations, because we believe 1t to be cost prohibitive and believe insurance capacity to be hmited In the future, we may not be able to
recover the costs incurred 1n restoring our transmission and distmbution properties following hurmmcanes or other disasters through issuance of storm
restoration bonds or a change 1n our regulated rates or otherwise, or any such recovery may not be tuncly granted. Therefore, we may not be able to restore
any loss of, or damage to, any of our transmission and distnbution properties without negative impact on our results of operations, tinancial condition and
cash flows.

We and CenterPoint Energy could incur liabilities associated with businesses and assets that we have transferred to others.

Under some circumstances, we and CentetPoint Energy could incur habulities associated with assets and businesses we, CenterPoint Energy and CERC
no longer own These assets and businesses were previously owned by Rehant Energy, our predecessor, directly or through subsidiaries and include.

+  merchant energy, energy trading and REP businesses transferred to RRI or 1ts subsidianies in connection with the organization and capitalization of

RRI prior to its initial public offering in 2001 and now owned by affiliates of NRG, and
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+  Texas electric generating facilsties transferred to a subsidiary of Texas Genco in 2002, later sold to a third party and now owned by an affihiate of
NRG

In connection with the organization and capitalization of RRI (now GenOn) and Texas Genco {now an affiliate of NRG), those companies and‘or their
subsidiaries assumed liabilities associated with varous assets and businesses transferred to them and agreed to certain indemnity agreements of CenterPoint
Energy entities. Such mdemnities have applied in cases such as the litigation ansing out of sales of natural gas in California and other markets (the last
remaining case wvolving CenterPoint Energy 1s now on appeal, following the district court’s summary judgment 1n favor of CES, a subsidiary of CERC
Corp ) and various asbestos and other environmental matters that anse from time to time In Junc 2017, GenOn and various affiliates filed for protection under
Chapter 11 of the US Bankruptcy Code In December 2017, GenOn received court approval of a restructuring plan and 1s expected to emerge from Chapter
11 1n md-2018. CenterPoint Energy, CERC and CES submutted proofs of claim 1n the bankruptcy proceedings to protect CenterPoint Energy’s indemnity
nghts If any of the mdemnifying entitics were unable to meet their indemnity obligations or satisfy a liability that has been assumed 1 the gas market
mantpulation litigation, we, CenterPoint Energy or CERC could mcur hability and be responsible for satisfying the hiability.

In connection with our sale of Texas Genco, the separation agreement was amended to provide that Texas Genco would no longer be hable for, and we
would assume and agree to indemnify Texas Genco against, habilities that Texas Genco onginally assumed 1n connection with its organization to the extent,
and only to the extent, that such habilities are covered by certain msurance policies held by us, and 1n certain of the asbestos lawsuits we have agreed to
continue to defend such claims to the extent they are covered by insurance maintained by us, subject to retmbursement of the costs of such defense by an
NRG affiliate

Cyber-attacks, physical security breaches, acts of terrorism or other disruptions could adversely impact our reputation, results of operations, financial
condition and/or cash flows.

We are subject to cyber and physical security nisks related to adversaries attacking information technology systems, network 1nfrastructure, technology
and facilities used to conduct almost all of our business, which includes (1) managing operations and other business processes and (11) protecting sensitive
information maintained 1n the normal course of business For example, the operation of our electric transmisston and distnbution system 1s dependent on not
ounly physical interconnection of our facilities but also on communications among the various components of our system This reliance on information and
communication between and among those components has increased since deployment of smart meters and the intelligent grid. Disruption of those
communications, whether caused by physical distuption such as storms or other natural disasters, by failure of equipment or technology or by manmade
events, such as cyber-attacks or acts of terronsm, may disrupt our ability to conduct operations and contrel assets

Cyber-attacks and unauthonzed access could also result in the loss, or unauthonzed use, of confidential, propnetary or cntical infrastructure data or
security breaches of other information technology systems that could disrupt operations and cntical business functions, adversely affect reputation, increase
costs and subject us to possible legal claims and lhability Further, third parties, including vendors, suppliers and contractors, who perform certain services for
us or administer and marntain our sensitive information, could also be targets of cyber-attacks and unauthorized access We are not fully insurcd against all
cyber-secunty nsks, any of which could adversely affect our reputation and could have a matenal adverse effect on our results of operations, financial
condition and cash flows

In addition, distribution and transmission facilities may be targets of terrorist activities that could disrupt our ability to conduct our business. In January
2017, the DOE’s Quadrennial Energy Review reported that cyber threats to the electricity system are increasing in sophistication, magnitude and frequency
Any such disruptions could result in significant costs to repair damaged facilities and implement ncreased security measures, which could have a matenal
adverse effect on our results of operations, financial condition and/or cash flows

Failure to maintain the security of personally identifiable information could adversely affect us.

In connection with our business we collect and retain personally 1dentifiable information (e g , information of our customers, suppliers and employees),
and there is an expectation that we will adequately protect that information The U.S. regulatory environment surrounding information secunty and privacy is
increasingly demanding A significant theft, loss or fraudulent use of the personally identifiable information we maintain, or of our data, by cyber-crime or
otherwise could adversely impact our reputation and could result in significant costs, fines and litigation.
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Our results of operations, financial condition and cash flows may be adversely affected if we are unable to successfully operate our facilities or perform
certain corporate functions.

Our performance depends on the successful operation of our facilities. Operating these facilities involves many nsks. including

«  operator error or fallure of equipment or processes, including failure to follow appropriate safety protocols,

+ the handling of hazardous equipment or materials that could result in serious personal injury, loss of life and environmental and property damage,
+  operating limitations that may be imposed by environmental or other regulatory requirements,

* labordisputes;

> information technology or financial system fatlures. including those due to the implementation and integration of new technology, that impair our
information technology infrastructure, reporting systems or disrupt normal business operations,

- information technology failure that affects our ability to access customer information or causes us to lose confidential or proprietary data that
materially and adversely affects our reputation or exposes us to legal claims, and

+  catastrophic events such as fires, earthquakes, explosions, leaks, floods, droughts. humcanes, terrorism, pandemic health events or other similar
occurrences, which may require participation in mutual assistance efforts by us or other utilities to assist in power restoration efforts

Such events may result in a decrease or elimination of revenue from our facilities, an increase in the cost of operating our facilities or delays in cash
collections, any of which could have a matenal adverse effect on our results of operations, financial condition and/or cash flows

Our success depends upon our ability to attract, effectively transition, motivate and retain key employees and identify and develop talent to succeed
senior management.

We depend on our senior executive officers and other key personnel. Our success depends on our ability to attract, effectively transition and retain key
personnel, The nability to recruit and retain or effectively transition key personnel or the unexpected loss of key personnel may adversely affect our
operations. In addition, because of the reliance on our management team, our future success depends 1n part on our abihty to identify and develop talent to
succeed senior management The retention of key personnel and appropriate senior management succession planning will continue to be cntically important
to the successful implementation of our strategies.

Failure to attract and retain an appropriately qualified workforce could adversely impact our results of operations.

Our business is dependent on our ability to recruit, retain, and motivate employees Certain circumstances, such as an aging workforce without
appropnate replacements, a mismatch of existing skillsets to future needs, or the unavailability of contract resources may lead to operating challenges such as
a lack of resources, loss of knowledge or a lengthy time period associated with skill development Our costs, including costs to replace employecs,
productivity costs and safety costs, may rise. Failure to hire and adequately train replacement employees, including the transfer of significant intemal
historical knowledge and expertise to the new employees, or the future availability and cost of contract labor may adversely affect the ability to manage and

operatc our busincss. If we are unable to successfully attract and retain an appropnately qualified workforce, our results of opcerations could be negatively
affected

Climate change legislation and regulatory initiatives could result in increased operating costs and reduced demand for our services.
Regulatory agencies have from time to time considered adopting legislation, including modification of existing laws and regulations, to reduce GHGs,
and there continues to be a wide-ranging policy and regulatory debate, both nationally and intemationally, regarding the potential impact of GHGs and

possible means for their regulation. Efforts have been made and continue to be made in the intemational community toward the adoption of intemational
treaties or protocols that would address global climate change 1ssues
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Following a finding by the EPA that certain GHGs represent an endangerment to human health, the EPA adopted two sets of rules regulating GHG
emissions under the Clean Air Act, one that requires a reduction 1n enussions of GHGs from motor vehicles and another that regulates emissions of GHGs from
certain large stationary sources. The EPA has also expanded its existing GHG emissions reporting requirements These permitting and reporting requirements
could lead to further regulation of GHGs by the EPA Our electric transmission and distnbution business, in contrast to some electric utilities, does
not generate electricity and thus 1s not directly exposed to the nsk of high capital costs and regulatory uncertainties that face electnc utilities that bum fossil
fuels to generate electricity Nevertheless, our revenues could be adverscly affected to the extent any resulting regulatory action has the effect of reducing
consumption of electricity by ultimate consumers within our service terntory Likewise, incentives to conserve energy or use other energy sources could
result in a decrease in demand for our services.

Climate changes could result in more frequent and more severe weather events which could adversely affect the results of operations of our business.

If climate changes occur, financial results from our business could be impacted Another possible result of climate change 1s more frequent and more
severe weather events, such as hurmcanes or tornadoes Since our facilities are located along or near the Gulf Coast, increased or more severe humcanes or
tomadoes could increase our costs to repair damaged facilities and restore service to our customers When we cannot deliver electricity to customers or our
customers cannot rece1ve our services, our financial results can be impacted by lost revenues, and we generally must seek approval from regulators to recover
restoration costs. To the extent we arc unable to recover those costs, or tf higher rates resulting from our recovery of such costs result in reduced demand for
our services, our future financial results may be adversely impacted

We are uncertain how the PUCT and local municipalities may require us to respond to the effects of the recent comprehensive tax reform legislation, and
these regulatory requirements may adversely affect our results of operations, financial condition and cash flows.

On December 22, 2017, Prestdent Trump signed into law comprehensive tax reform legislation informally calied the Tax Cuts and Jobs Act, or TCJA,
which resulted 1n significant changes to federal tax laws effective January 1,2018, including, but not limited to, a reduction 1n the corporate income tax rate.

Our federal income tax expense 1s included in the rates approved by the PUCT and local municipalitics and charged to consumers When we have
general rate cases and other penodic rate adjustments, we expect the lower corporate tax expense resulting from the TCJA (which includes determining the
treatment of EDIT), along with other increases and decreases 1n our revenue requirements, to be incorporated into our future rates. Nevertheless, regulators
may rcquirce us to respond to the TCJA in other ways, including through faster recoverics of reductions in federal income tax expensc, accounting orders to
reflect a liability to retumn to customers in future rate proceedings, accelerated retums to consumers of previously collected deferred federal income taxes,
increased funding of infrastructure upgrades, or offsets of future rate increases. The effect on us of any potential return of tax savings resulting from the TCJA
to consumers may ditfer depending on how each regulatory body requires us to return such savings

On January 25, 2018, the PUCT 1ssued an accounting order in Project No 47945 directing electnic utilities. including us, to record as a regulatory
liability (1) the difference between revenues collected under existing rates and revenues that would have been collected had the existing rates been set using
the recently approved federal income tax rates and (2) the balance of EDIT that now exists because of the reduction in federal income tax rates. On February
13,2018, we and other hikely parties to a future rate case announced a settlement that requires us to make (1) a TCOS filing by February 20, 2018 to reflect the
change 1n the federal income tax rate for our transmission rate base through July 31, 2017 and account for certatn EDIT (and such filing was timely
submutted), (1i) a DCRF filing in April 2018 to reflect the change in the federal income tax rate for our distribution rate base through December 31,2017 and
(i) a full rate case filing by Apnl 30, 2019 The settlement was presented to the PUCT dunng 1ts open meeting on February 15, 2018 In response to the
settlement, the PUCT did not proceed with a prior proposal to require us to file a rate case in the summer of 2018. The PUCT also amended 1ts prior
accounting order to remove the requirement that utilities include carrying costs in the new regulatory liability

We can provide no assurances on how any regulatory body will ultimately require us to act As such, we are currently unable to determine the impact of
these potential regulatory actions in response to the enactment of the TCJA, which may adversely affect our results of operations, financial condition and
cash flows.

In addition, the TCJA also includes a variety of other changes, such as a limitation on the tax deductibility of interest expense and acceleration of
business asset expensing, among others Several provisions of the TCJA are not generally applicable to the public utility industry, including the limitation

on the tax deductibility of interest expense and the acceleration of business asset expensing
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We continue to assess the impact that the TCJA may have on our futute results of operations, financial condition and cash flows, which impact may adversely
affect our future results of operations. financial condition and cash flows.

Aging infrastructure may lead to increased costs and disruptions in operations that could negatively impact our financial results.

We have nisks associated with aging infrastructure assets The age of certain of our assets may result in a need for replacement, or higher level of
martntenance costs as a result of our nsk based federal and state compliant integrity management programs. Failure to achieve timely recovery of these
expenses could adversely impact revenues and could result in increased capital expenditures or expenscs

The operation of our fucilities depends on good labor relations with our employees.

We have entered into and have 1n place a collective bargaining agreement with a labor union Tn 2016, we entered into a renegotiated collective
bargaining agreement with the IBEW Local 66, which 1s scheduled to expire 1n 2020 Any failure to reach an agreement on a new labor contract or to
negotiate this labor contract nught result in strikes, boycotts or other labor disruptions These potential labor disruptions could have a matenal adverse effect
on our business, results of operations and/or cash flows Labor disruptions, strikes or significant negotiated wage and benefit increases, whether due to union
activities, employee tumover or otherwise, could have a material adverse effect on our business, results of operations and/or cash flows.

Our business will continue to have to adapi to technological change and may not be successful or may have to incur significant expenditures to adapt to
technological change.

We operate a business that requires sophisticated data collection, processing systems, software and other technology Some of the technologies
supporting the industries we serve are changing rapidly and increasing 1n complexity New technologies will emerge or grow that may be superior to, or may
not be compatible with, some of our existing technologies, and may require us to make significant expenditures so that we can continue to provide cost-
effective and reliable methods of energy delivery Among such technological advances are distnbuted generation resources (e g.. private solar), energy
storage devices and morc encrgy-cfficient buildings and products designed to reduce consumption As these technologies become a more cost-competitive
option over time, whether through cost effectiveness or government incentives and subsidies, certain customers may choose to meet their own energy needs
and subsequently decrease usage of our systems and services.

Our future success will depend, in part, on our ability to anticipate and adapt to these technological changes 1n a cost-cffective manner and to offer,on a
timely basis, reliable services that meet customer demands and evolving industry standards. If we fail to adapt successfully to any technological change or
obsolescence, fail to obtain access to important technologies or incur significant expenditures in adapting to technological change, or 1f implemented
technology does not operate as anticipated, our business, operating results, financial condition and cash flows could be materially and adversely affected

Our potential business strategies, including, merger and acquisition activities, may not be completed or perform as expected.

From time to time, we have made and may continue to make acquisitions of businesses and assets, including the formation of joint ventures. However,
suitable acquisition candidates may not continue to be available on terms and conditions we find acceptable, or the expected benefits of completed
acquisitions may not be realized fully or at all, or may not be realized in the anticipated timeframe

Any completed or future acquisitions involve substantial nsks, including the following

+  acquired busincsses or assets may not producce revenues, carnings or cash flow at anticipated levels,

+ acquired businesses or assets could have environmental. permitting or other problems for which contractual protections prove inadequate,

* we may assume liabilities that were not disclosed to us. that exceed our estimates, or for which our nghts to indemnification from the seller are
limited,

+ we may be unable to integrate acquired businesses successfully and realize anticipated economic, operational and other benefits in a timely manner,
which could result in substantial costs and delays or other operational, technical or financial problems; and
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+ acquisttions, or the pursuit of acquisitions, could disrupt ongoing businesses. distract management, divert resources and make 1t difficult to maintaimn
current business standards, controls and procedures

We are involved in numerous legal proceedings, the outcome of which are uncertain, and resolutions adverse to us could negatively affect our financial
results.

We arc subject to numerous legal procecdings, the most significant of which are summarized in Notc 10 of our consolidated financial statements
Litigation is subject to many uncertainties, and we cannot predict the outcome of all matters with assurance. Final resolution of these matters may require
additional expenditures over an extended period of time that may be in excess of established 1nsurance or reserves and may have a matenial adverse effect on
our financial results.

We are exposed to risks related to reduction in energy consumption due to factors including unfavorable economic conditions in our service territory,
energy efficiency initiatives and use of alternative technologies.

Our business 1s affected by reduction 1n energy consumption due to factors including economic chmate in our service territory, energy efficiency
initiatives and use of alternative technologies, which could impact our ability to grow our customer base and our rate of growth Declines in demand for
electnicity as a result of economic downturns in our regulated electric service terntory will reduce overall sales and fessen cash flows, especially as industrial
customers reduce production and, therefore, consumption of electncity. Although we are subject to regulated allowable rates of return and recovery of certamn
costs under periodic adjustment clauses, overall declines 1n electnicity sold as a result of economic downtum or recession could reduce revenues and cash
flows, thereby dimimishing results of operations. Additionally, prolonged economic downtums that negatively impact our results of operations and cash
flows could result in future matenal impaimment charges to wnte-down the carry ing value ot certain assets, including goodwill, to their respective fair values.

For example, our electric business 1s largely concentrated in Houston, Texas, where a higher percentage of employment is tied to the energy sector
.relative to other regions of the country During 2015 and 20186, the rate of growth 1n cmployment in Houston declined in connection with the significant
decline 1n energy and commodity prices over that period. Relatively low commodity prices compared to pre-2015 levels continued in 2017, and we expect
such relatively low prices to continue or slightly improve in 2018. In the event economuc conditions further decline, the rate of growth 1n Houston may also
deteriorate. Increases in customer defaults or delays in payment duc to hquidity constraints could negatively impact our cash flows and financial condition

Growth 1n customer accounts and growth of customer usage each directly influence demand for electncity and the need for additional delivery facilities.
Customer growth and customer usage are affected by a number of factors outside our control, such as mandated energy efficiency measures, demand-side
management goals, distributed generation resources and economic and demographic conditions, such as population changes, job and income growth,
housing starts, new business formation and the overall level of economic activity

Certain regulatory and legislative bodies have introduced or are considering requirements and/or incentives to reduce energy consumption by certain
dates. Additionally, technological advances driven by federal laws mandating new levels of energy efficiency in end-use electric devices or other
improvements in or apphcations of technology could lead to declines in per capita energy consumption.

Some or all of these factors, could result in a lack of growth or decline in customer demand for electricity or number of customers, and may result in our
failure to fully realize anticipated benefits from significant capital investments and expenditures which could have a matenal adverse effect on their financial
position, results of operations and cash flows

Furthermore, we currently have energy efficiency nders in place to recover the cost of energy efficiency programs Should we be required to invest in
conservation measures that result in reduced sales from effective conservation, regulatory lag in adjusting rates for the impact of these measures could have a
ncgative financial 1mpact

If we fail to maintain an effective system of internal controls, our ability to accurately report our financial condition, results of operations or cash flows
or prevent fraud may be adversely affected. As a result, investors could lose confidence in our financial reporting, which could impact our business and the
trading price of CenterPoint Energy’s securities.

Effective intemal controls are necessary for us to provide reliable financial reports, effectively prevent fraud and operate successfully as a public
company If our efforts to maintain an effective system of internal controls are not successful, we are unable to maintain adequate controls over our financial
reporting and processes in the future or we are unable to comply with our obligations
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under Section 404 of the Sarbanes-Oxley Act of 2002, our operating results could be harmed or we may fail to meet our reporting obligations Ineffective
intemnal controls also could cause investors to lose confidence 1n our reported financial information, which would likely have a negative effect on the trading
price of CenterPoint Energy’s securities.

Our business may be adversely affected by the intentional misconduct of our employees.

We are committed to living our core values of safety, integnty, accountability, initiative and respect and complying with all applicable laws and
regulations Despite that commitment and our cfforts to prevent misconduct, 1t 15 possible for employces to engage 1n intentional misconduct, fail to uphold
our core values, and violate laws and regulations for individual gain through contract or procurement fraud, misappropriation, bribery or coruption,
fraudulent related-party transactions and serious breaches of CenterPoint Energy’s Ethics and Compliance Code and Standards of Conduct/Business Ethics
policy, among other policics If such intentional misconduct by employees should occur, it could result 1n substantial hiability, higher costs, increased
regulatory scrutiny and negative public perceptions, any of which could have a matenal adverse effect on our results of operations, financial condition and
cash flows.

Item 1B. Unresolved Staff Comments

None

Item 2. Properties

Character of Ownership
We lease or own our principal properties in fee Most of our electnic lines are located, pursuant to easements and other nghts. on public roads or on land
owned by others For information regarding our properties, please read “Business — Our Business — Electric Transmission & Distribution — Properties” in

Item 1 of this report. which information 1s incorporated herein by reference
Item 3. Legal Proceedings

For a discussion of material legal and regulatory proceedings affecting us, please read “Business — Regulation™ and “Business — Environmental
Matters” n Item 1 of this report, “Management’s Narrative Analysis of Results of Operations — Liquidity and Capital Resources — Regulatory Matters™ in
ftem 7 of this report and Note 10(b) to our consolidated financial statements, which information 1s incorporated herein by reference
Item 4. Mine Safety Disclosures

Not applicable
PART I1

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities

All of our 1,000 outstanding common shares are held by Utility Holding, LLC, a wholly-owned subsidiary of CenterPoint Energy.

We paid dividends of $180 million, $135 million and $252 million on our common shares to Utihty Holding, LLC m 2017, 2016 and 2015,
respectively.

Cur revolving credit facility contains a financial covenant which limits our consolidated debt (excluding Securitization Bonds) to an amount not to
exceed 65% of our consolidated capitalization. This covenant could restrict our ability to distribute dividends.

Item 6. Selected Financial Data

The information called for by Item 6 1s omitted pursuant to Instruction I{2) to Form 10-K (Omission of Information by Certain Wholly-Owned
Subsidianes) '
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Item 7. Management’s Narrative Analysis of Results of Operations

The followwng narrative analy sis should be reud in combimation with our consoliduted financial statements and notes contained i Item 8 of this report
OVERVIEW

We are an indirect, wholly-owned subsidiary of CenterPoint Energy, a public utility holding company We provide electric transmission and distribution
services to REPs serving more than 2.4 million metered customers 1n the Texas Gulf Coast arca that includes the city of Houston

In this section, we discuss our results on a consolidated basis We also discuss our hquidity, capital resources and critical accounting policies The results
of our business opcrations arc significantly impacted by weather, customer growth, cconomic conditions, cost management. rate proceedings before
regulatory agencies and other actions of the vanous regulatory agencies to whose junsdiction we are subject. Our electric transmission and distnbution
services are subject to rate regulation and impacts of generation-related stranded costs and other true-up balances recoverable by the regulated electric utility.
For further information about our electric transmission and distribution services, see “Business — Our Business — Electric Transmission & Distribution” in
Item 1 of Part [ of this report

EXECUTIVE SUMMARY

Factors Influencing Our Business and Industry Trends

We expect our business to continue to be affected by the key factors and trends discussed below Our expectations are based on assumptions made by us
and information currently available to us. To the extent our underlying assumptions about, or interpretations of, available information prove to be incorrect,
our actual results may vary materially from our expected results

We are an clectne transmussion and distnbution company The majonty of our revenucs are generated from the transmission and delivery of clectneity
We do not own or operate electric generating facilities or make retail sales to end-use electric customers To assess our financial performance, our
management primarily monitors our operating income and cash flows. Within these broader financial measures, we monitor margins. operation and
maintcnance cxpensc, interest expense, capital spending and working capital requirements In addition to these financial measures, we also monitor a number
of variables that management considers important to the operation of our business, including the number of customers, throughput, use per customer, and
heating and cooling degree days. We also monitor system reliability, safety factors and customer satisfaction to gauge our performance

To the extent adverse economic condttions affect our suppliers and customers, our business results may suffer. For example, our electric business is
largely concentrated in Houston, Texas, where a higher percentage of employment is tied to the energy sector relative to other regions of the country.
Although Houston, Texas has a diverse economy, employment n the energy industry remains important. During 2015 and 2016, the rate of growth n
employment in Houston declined in connection with the significant decline in energy and commodity prices over that period. Relatively low commodity
prices compared to pre-2015 levels continued 11 2017, and we expect such relatively low prices to continue or slightly improve in 2018.

Also, adverse economic conditions, coupled with concems for protecting the environment and increased availability of alternate energy sources, may
cause consumers to use less energy or avord expansions of their facihities, resulting 1n less demand for our services To the extent population growth 1s
affected by lower energy pnces and there is financial pressure on some of our customers who operate within the energy industry, there may be an impact on
the growth rate of our customer base and overall demand Due to a slowdown in multi-family residential construction, meter growth 1n 2017 has declined We
saw ycar-over-ycar residential meter growth decline from 2.3% in 2016 to 1 6% in 2017 As the recent stability in the energy scetor gaing momentum in 2018,
we anticipate this growth will continue at roughly 2%, in line with long-term trends

Performance of our business is significantly influenced by the number of customers and energy usage per customer Weather conditions can have a
significant impact on energy usage, and we compare our results on a weather-adjusted basis. Overall, in 2017 the Houston area experienced a number ot
record-breaking high and low temperatures, primarily 1n January-Apnl and in October-November, resulting 1n a year that was warmer by a tenth of a degree
than the previous warmest year, 2012. In terms of heating degree days, Texas recorded its warmest year since 1970 In 2017, our service area experienced
above normal warmth with record rainfall during Hurncane Harvey In 2016. our service area experienced above normal warmth with episodes of flooding. In
2015, our service area experienced some of the mildest temperatures on record durning November and December. Long-term national trends
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indicate customers have reduced their energy consumption, which could adversely affect our results However. due to more affordable energy prices and
continued economic improvement in the area we serve, the trend toward lower usage has slowed.

In our service area, we have benefited from growth in the number of customers, which could mitigate the effects of reduced consumption We anticipate
that this trend will continue as the region’s economy continues to grow The profitability of our business 1s influenced significantly by the regulatory
treatment we receive from the PUCT and local regulators who set our electnic distnbution rates.

The naturc of our business requires significant amounts of capital investment, and we rely on mternally generated cash, borrowings under our credit
facility and issuances of debt in the capital markets to satisfy these capital needs We strive to maintain investment grade ratings for our secunties to access
the capital markets on terms we consider reasonable A reduction in our ratings generally would mcrease our borrowing costs for new 1ssuances of debt, as
well as borrowing costs under our existing revolving credit facthty Disruptions in the financial markets can also affect the availability of new capital on
terms we consider attractive. In those circumstances, companies like us may not be able to obtain certain types of extemal financing or may be required to
accept terms less favorable than they would otherwise accept. For that reason, we seek to maintain adequate liquidity for our business through the existing
credit facihity and prudent refinancing of existing debt

Consistent with regulatory treatment, we defer the amount of pension expense that differs from the level of pension expense included 1n our base rates.
Significant Events

Tax Reform. On December 22, 2017, President Trump signed into law comprehensive tax reform legislation informally called The Tax Cuts and Jobs
Acts, or TCJA, which resulted in significant changes to federal tax laws effective January 1.2018 For the impacts of the tax reform legislation, see Note 9 to

our consolidated financial statements

Hurricane Harvey. Our electric delivery system suffered damage as a result of Hurnicane Harvey, which struck the Texas coast on Fnda) August 25,
2017. For turther information regarding the impact of Humcane Harvey, see Note 4 to our consolidated financial statements.

Brazos Valley Connection Project. We began construction on the Brazos Valley Connection in February 2017. For further details, see “—Liquidity and
Capital Resources —Regulatory Matters —Brazos Valley Connection Project™ below

Builey-Jones Creek Project. In Apnl 2017, we submutted a proposal to ERCOT for an approximately $250 mullion transmission project n the greater
Freeport, Texas area For further details, see “—Liquidity and Capital Resources —Regulatory Matters—Batley-Jones Creek Project” below.

Regulatory Proceedings. For details related to our pending and completed regulatory proceedings dunng 2017, see “—Liquidity and Capital Resources
—Regulatory Matters” below.

Debt Transactions. In 2017, we 1ssued $S300 million aggregate principal amount of general mortgage bonds For further information about our 2017 debt
transactions, see Note 8 to our consolidated financial statements

Credit Facility. In June 2017, we entered 1nto an amendment to our revolving credit facility to extend the temunation date and terminate the swingline
loan subfacihity For further information about our 2017 credit facility amendment, see Note 8 to our consohidated financial statements

CERTAIN FACTORS AFFECTING FUTURE EARNINGS

Our past eamings and results of operations are not necessanly indicative of our future eamings and results of operations The magnitude of our future
eamings and results of our operations will depend on or be affected by numerous factors inciuding

« industnal, commercial and residential growth 1n our service termtory and changes 1in market demand, including the effects of energy efficiency
measures and demographic pattems;

= timely and approprate rate actions that allow recovery of costs and a reasonable retum on investment,
» future cconomic conditions in regional and national markets and their effect on sales, prices and costs.
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weather vanations and other natural phenomena, including the impact of severe weather events on operations and capital,
state and federal legislative and regulatory actions or developments affecting vanious aspects of our business, including, among others, energy
deregulation or re-regulation, changes in regulation and legislation pertaining to trade, health care, finance and actions regarding the rates we

charge,

tax reform and legislation, including the effects of the TCJA and uncertainties mvolving the PUCT’s and local municipalities’ regulatory
rcquirements and determinations regarding the treatment of EDIT and our ratces,

problems with regulatory approval, construction, implementation of necessary technology or other 1ssucs with respect to major capital projects that
result in delays or in cost overruns that cannot be recouped 1n rates,

local, state and federal legislative and regulatory actions or developments relating to the environment, including those related to global climate
change:

the impact of unplanned facility outages,

any direct or indirect effects on our facilities, operations and financial condition resulting from terrorism, cyber-attacks. data secunity breaches or
other attempts to disrupt our business or the businesses of third parties, or other catastrophic events such as fires, earthquakes, explosions, leaks.
floods, droughts, hurncanes, pandemic health events or other occurrences;

our ability to invest planned capital and the tumely recoy ery of our investment 1n capital,

our ability to control operation and maintenance costs,

actions by credit rating agencies,

the sufficicncy of our insurance coverage, including availability, cost, coverage and terms;

the investment performance of CenterPoint Energy, Inc.’s pension and postretirement benefit plans,

commercial bank and financial market conditions, our access to capital, the cost of such capital, and the results of our financing and refinancing
efforts, including availability of funds 1n the debt capital markets,

changes in interest rates and thewr impact on our costs of borrowing.
changes 1n rates of inflation,

inability of various counterparties to meet their obligations to us.
non-payment for our services due to financial distress of our customers,

timely and appropriate regulatory actions allowing secuntization for any future humcanes or natural disasters or other recovery of costs, including
costs associated with Humricane Harvey,

our potential business strategies and strategic initiatives, mcluding restructurings. joint ventures and acquisitions or dispositions of assets or
businesses, which we cannot assure you will be completed or will have the anticipated benefits to us;

acquisition and merger activities involving us or our competitors,
our ability to recruit, effectively transition and retain management and key employees and maintain good labor relations,

the ability of GenOn (formerly known as RRI Energy, Inc. Reliant Energy and RRI), a wholly-owned subsidiary of NRG, and 1ts subsidiaries,
currently the subject of bankruptcy proceedings, to sausfy their obligations to us, including indemnity obligations,

the outcome of litigation,
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+  the ability of REPs, including REP affiliates of NRG and Vistra Energy Corp . formerly known as TCEH Corp . to satisfy their obligations to us and
our subsidiaries,

» changes in technology, particularly with respect to efficient battery storage or the emergence or growth of new, developing or altemative sources of
generation,

+ the timing and outcome of any audits, disputes and other proceedings related to taxes,

» the effect of changes in and application of accounting standards and pronouncements, and

»  other factors we discuss under “Risk Factors™ in Item 1 A of this report and 1n other reports we file from time to time with the SEC.
CONSOLIDATED RESULTS OF OPERATIONS

Our results of operations are affected by seasonal fluctuations in the demand for electricity. Our results of operations are also affected by, among other
things, the actions of various govemmental authorities having jurisdiction over rates we charge, debt service costs, income tax expense. our ability to collect
recetvables from REPs and our ability to recover our regulatory assets.

The following table sets forth selected financial data for the years ended December 31, 2017. 2016 and 2015, followed by a discussion of our
consolidated results of operations based on operating income. We have provided a reconciliation of consolidated operating mcome to net income below.

Year Ended December 31,

2017 2016 2015
(in millions,
except throughput and customer data)
Revenues:
TDbU ) 2,589 §$ 2,506 $ 2,365
Bond Companies 409 553 481
Total Revenues 2,998 3,059 2,846
Expenses
Operation and maintenance, excluding Bond Companies 1,423 1,355 1,300
Depreciation and amortization, excluding Bond Companies 395 384 340
Taxes other than income taxes 235 231 222
Bond Companies 334 462 376
Total Expenses 2,387 2432 2,238
Operating Income 611 627 608
Interest and other finance charges (128) (126) (118)
Interest on Securitization Bonds 7 on (103)
Other income, net 18 15 21
Income Before Income Taxes 424 425 406
Income Tax Expense (Benefit) 9) 149 145
Net Income S 433§ 276 S 261
Throughput (in GWh)
Residential 29,703 29,586 28,995
Total 88,636 86,829 84,191
Number of metered customers at end of period
Residential 2.164,073 2.129.773 2,079,899
Total 2,444,299 2403340 2,348,517

\

2017 Compared to 2016. We reported operating income of $611 million for 2017, consisting of $536 million from the TDU and $75 mitlion related to

the Bond Compantes For 2016, operating income totaled $627 mullion, consisting of $536 muthion from the TDU and $91 million related to the Bond
Companies
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TDU operating income remained flat, pnmanly due to the following key factors.

lower equity retum of $22 miilion, primarily related to the annual true-up of transition charges correcting for over-collecttons that occurred durning
the preceding 12 months,

higher depreciation, primanly because of ongoing additions to plant in service, and other taxes of $20 milhon,

» higher operation and maintenance expenses of $19 million, pnimanly duc to higher labor and benefits costs of $10 mullion and corporate support
services expenses of $8 million,

lower usage of $12 mallion, and
» lower muscellaneous revenues, including nght-of-way, of $10 million.
These decreases to operating income were partially offset by the following:
+ rate increases of $47 mullion related to distnbution capital investments.
+ customer growth of $32 nullion from the addition of almost 41,000 customers, and
+ hugher transmission-related revenues of $61 million, partially offset by transmussion costs billed by transmission providers of $56 million.
Income Tax Expense. We reported an effective tax rate of (2%0) and 35% for the years ended December 31,2017 and 2016, respectively The effective tax

rate of (2%) is primarily due to the remeasurement of our ADFIT lLiability as a result of the enactment of the TCJA on December 22, 2017. which reduced the

U S. corporate income tax rate from 35% to 21%. See Note 9 to our consolidated financial statements for a more m-depth discussion of the 2017 impacts of
the TCJA

2016 Compared to 2015 We reported operating income of $627 nullion for 2016, consisting of $536 mullion from the TDU and $91 million related to

the Bond Companies. For 2015, operating income totaled $608 million, consisting of $503 million from the TDU and $105 mullion related to the Bond
Companies

TDU operating income increased $33 million due to the following key factors.
+ customer growth of $31 mutlion from the addition of over 54,000 customers,
» higher transmisston-related revenues of $82 million, partially offset by transmussion costs billed by transmission providers of $55 million,

+ higher equity retum of $17 mullion, primanly due to the annual true-up of transition charges correcting for under-collections that occurred during
the preceding 12 months, and

+ rate increases of $13 mulhion related to distnibution capital investments
These increases to operating income were partially offset by the following
+ higher depreciation, primanly because of ongoing additions to plant 1n service, and other taxes of $45 million;
+ lower usage of $4 million, primarily due to milder weather,
» higher operation and maintenance expenses of $3 million: and
+ lower nght-of-way revenues of $3 million
Income Tax Expense We reported an effective tax rate of' 35% and 36% for the years ended December 31,2016 and 2015, respectively.
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LIQUIDITY AND CAPITAL RESOURCES

Our hquidity and capital requirements are affected primanly by our results of operations, capital expenditures, debt service requirements, tax payments,
working capital needs, dividends to parent and vanous regulatory actions. Our principal anticipated cash requirements for 2018 include capital expenditures
of approximately $949 nullion and scheduled principal payments on Secuntization Bonds of $434 nullion

We expect that anticipated 2018 cash needs will be met with borrowings under our credit facility, proceeds from the 1ssuance of general mortgage bonds.
anticipated cash flows from operations and intercompany borrowings Cash nceds or discretionary financing or refinancing may result in the 1ssuance of debt

secunties in the capital markets or the arrangement of additional credit facilities. Issuances of debt in the capital markets and additional credit facilities may
not., however, be available to us on acceptable terms

The following table sets forth our actual capital expenditures for 2017 and estimates of our capital expenditures for currently planned projects for 2018
through 2022.

{in millions)

2017 $ 924 N
2018 949
2019 958
2020 1,004
2021 959
2022 900

Our capital expenditures are expected to be used for investment 1n infrastructure for our electric transmission and distnibution operations These capital
expenditures arc antictpated to maintain refiability and safety and increase resiliency

The following table sets forth estimates of our contractual obligations, including payments due by perniod

2023 and
Contractual Obligations Total 2018 2019-2020 2021-2022 thereafter
(in millions)

Sceuritization Bond debt (1) $ 1,868 $ 434  § 689 3% 430 % 315
Other long-term debt 2.885 — — 702 2,183
Interest payments - Securitization Bond debt (1) (2) 191 65 76 38 12
Interest payments - other long-term debt (2) 1.799 115 231 209 1.244
Operating leases (3) 1 — — I —
Benefit obligations (4) — — — — —
Total contractual cash obligations (5) $ 6,744 §$ 614 $ 996 $ 1380 § 3,754

(1) Transition and system restoration charges are adjusted at least annually to cover debt service on the Securitization Bonds

(2) Wec calculated estimated interest payments for long-term fixed-rate debt and term debt based on the applicable rates and payment dates We typically
expect to settle such interest payments with cash flows from operations and short-term borrowings.

(3) Fora discussion of opcrating leases, please read Note 10(a) to our consolidated financial statements

(4) We expect to contnbute approximately S10 million to our postretirement benefits plan 1n 2018 to fund a portion of our obligations 1n accordance
with rate orders or to fund pay-as-you-go costs associated with the plan.

(5) This table does not include estimated future payments for expected future AROs These payments are pnmarnily estimated to be incurred after 2022

We record a separate hability for the fair valuc of AROs which totaled $35 million as of December 31, 2017. See Note 3(c) to our consolidated
financial statcments

(3]
[39]
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Off-Balance Sheet Arrangements

Other than first mortgage bonds and general mortgage bonds 1ssued as collateral for tax-exempt long-term debt of CenterPoint Energy as discussed below
and operating leases, we have no off-balance sheet arrangements

Regulatory Matters
Brazos Valley Connection Project

Construction began on the Brazos Valley Connection in February 2017, and we expect to complete construction in the first quarter of 2018 and energize
the Brazos Valley Connection 1n the carly sccond quarter of 2018, ahead of the original June 1, 2018 cnergization datc ' We anticipate that the final capital
costs of the project will be approximately $285 mullion, which is within the estimated range of approximately $270-$310 mullion 1n the PUCT's onginal
order.

Bailey-Jones Creek Project

In Apnl 2017, we submutted a proposal to ERCOT requesting 1ts endorsement of our approximately $230 nullion transmission project in the greater
Freeport, Texas area, which includes enhancements to two existing substations and the construction of a new 345 kV double-circuit transmission hne. On
December 12, 2017, we received approval from ERCOT, and anticipate that the PUCT will provide a decision 1n 2019 regarding the design and route of the
project.

Rate Change Applications
We are routinely 1nvolved 1n rate change applications before the PUCT. Those applications include general rate cases, where the entire cost of service of

the utility 1s asscssed and resct  In addition, we are penodically involved i proccedings to adjust our capital tracking mechanisms (TCOS and DCRF) and
annually file to adjust our EECRF. The table below reflects significant applications pending or completed dunng 2017 and to date 1n 2018

Annual
Increase (1) Filing Effective Approval
Mechanism (18 millions) Date Date Date Additional Information
Houston Electric (PUCT)
Fnal tcconciliation of AMS surcharge for a $29.2 mullion refund of AMS revenue n
June Scptember December  excess of expenses, for which a reserve has been recorded Refunds began m September
AMS N/A 2017 2017 2017 2017 and will continue through August 2018
June November  Annual reconcihiation filing tor program year 2016 and mcludes performance bonus of
EECRF (2) $11o 2017 March 2018 2017 $11 milhon
Based on an mcrease 1 eligible distribution-invested capital for 2016 of $479 million
Unanimous Stipulation and Settlement Agreement was filed m June 2017 for $86 8
Apnl September July million (a $41 8 milhion annual mncrease). The settlement agreement also mcluded the
DCRF 41.8 2017 2017 2017 AMS refund referenced above
December February February
TCOS 78 2016 2017 2017 Based on an incremental increase 1n total rate base of $109 6 million
September November November
TCOS 393 2017 2017 2017 Based on an incremental imcrease m total rate base of $263.4 mulion
Revise TCOS application approved in November 2017 by a reduction of S41 6 nuillion
to recognize change In tax rates, amortize certain EDIT balances and adjust rate base by
February EDIT attributable to new plant since the last rate case, all of which are related to the
TCOS N/A 2018 TBD TBD TCJA

(1) Represents proposed increases when effective date and/or apptoval date is not yet determined Approved rates could differ materially from proposed
rates

(2) Amounts are recorded when approved
Tax Reform

Our federal income tax expensc 1s included n the rates approved by the PUCT and local municipalitics and charged to consumers When we have
general rate cases and other penodic rate adjustments, we expect the lower corporate tax expense resulting from the TCJA (which includes determining the
treatment of EDIT), along with other increases and decreases in our revenue requirements, to be incorporated 1nto our future rates Nevertheless, regulators
may requirc us to respond to the TCJA in other ways, mcluding through faster recoverics of reductions in federal income tax expensc, accounting orders to
reflect a liability to retum to customers
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in future rate proceedings, accelerated retums to consumers of previously collected deferred federal income taxes, increased funding of infrastructure
upgrades, or offsets of future rate increases The effect on us of any potential return of tax savings resulting from the TCJA to consumers may differ depending
on how each regulatory body requires us to return such savings.

On January 25, 2018, the PUCT 1ssued an accounting order in Project No. 47945 directing electric utilities, including us. to record as a regulatory
hability (1) the difference between revenues collected under existing rates and revenues that would have been collected had the existing rates been set using
the recently approved federal income tax rates and (2) the balance of EDIT that now exists because of the reduction 1n federal income tax rates. On February
13,2018, we and other likely parties to a future rate case announced a scttlement that requires us to make (1) a TCOS filing by February 20, 2018 to reflect the
change in the federal income tax rate for our transmission rate base through July 31. 2017 and account for certain EDIT (and such filing was timely
submutted), (11) a DCRF filing in April 2018 to reflect the change in the federal income tax rate for our distribution rate base through December 31,2017 and
(iti) a full rate case filing by April 30, 2019 The scttlement was presented to the PUCT dunng its open meeting on February 15, 2018. In response to the
settlement, the PUCT did not proceed with a prior proposal to require us to file a rate case in the summer of 2018 The PUCT also amended its prior
accounting order to remove the requirement that utilities include carrying costs 1n the new regulatory hability.

Other Matters

Credit Facility

Our revolving credit facihity may be drawn on from time to tume to provide funds used for general limited hability company purposes and may also be

utihzed to obtain letters of credit. For further details related to our rev olving credit facility and the 2017 amendment, please see Note 8 to our consolidated
financial statements

Asof February 9. 2018, we had the following revolving credit facihity and utihization of such facility (in millions):

Amount
Size of Utilized as of
Execution Date Facility February 9, 2018 (y Termination Date
March 3,2016 $ 300 S 4 March 3,2022

(1) Represents outstanding letters of credst
For further details related to our revolving credit facility, please see Note 8 to our consolidated financial statements

Borrowings under our revolving credit facility arc subject to customary terms and conditions However, there 18 no requirement that we make
representations prior to borrowings as to the absence of matenal adverse changes or litigation that could be expected to have a matenal adverse effect.
Borrowings under our revolving credit facility are subject to acceleration upon the occurrence of events of default that we consider customary. The revolving
credit facility also provides for customary fees, including commutment fees, administrative agent fecs, fees in respect of letters of credit and other fees. In our
revolving credit facility, the spread to LIBOR and the commitment fees fluctuate based on our credit rating \We are currently in compliance with the various
business and financial covenants in our revolving credit facility.

Long-term Debt

Our long-term debt consists of our obligations and the obligations of our subsidiaries including Secuntization Bonds issued by wholly-owned
subsidiaries.

In January 2017, we 1ssued $300 muilion aggregate principal amount of general mortgage bonds For further information about our 2017 debt
transactions, see Note 8 to our consohdated financial statements

As of December 31, 2017, our outstanding first mortgage bonds and general mortgage bonds aggregated approximately $3 billion, of which $118
million is not reflected 1n our consolidated financial statements because of the contingent nature of the obligation

The lien of the general mortgage indenture 1s junior to that of the mortgage pursuant to which the first mortgage bonds are issued We may issue
additional general mortgage bonds on the basis of retired bonds, 70% of property additions or cash deposited with the trustee. Approximately $4 2 billion of
additional first mortgage bonds and general mortgage bonds could be 1ssued on the basis of
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retired bonds and 70% of property additions as of December 31, 2017. We have contractually agreed that we will not 1ssue additional first mortgage bonds,
subject to certain exceptions

At December 31,2017, our subsidiaries had the following aggregate principal amount of Securitization Bonds outstanding,

Aggregate Principal
Company Amount Qutstanding

(in millions)

Bond Company It $ 402
Bond Company III 138
Bond Company IV 1,020
Restoration Bond Company 311
Total s 1871 S A

The Secuntization Bonds are paid through the imposition of “transition” or “system restoration” charges, as defined 1n the Texas Public Utillity
Regulatory Act, which are irevocable. non-bypassable charges to provide recovery of authonzed qualified costs The Sccuritization Bonds are reported as
our long-term debt, although the holders of these bonds have no recourse to any of our assets or revenues, and our creditors have no recourse to any assets or
revenues (including. without limitation, the transition or system restoration charges) of the Bond Companies We have no payment obligations with respect
to the Securitization Bonds cxcept to remit collections of transition and system restoration charges as sct forth in servicing agreements between us and the
Bond Companies and 1n an mtercreditor agreement among us, the Bond Companies and other parties

Securities Registered with the SEC

On January 3 1', 2017, we filed a shelf registration statement with the SEC registening an indeterminate prnncipal amount of our g;cneral mortgage bonds.
The shelfregistration statement will expire on January 31,2020

Temporary Investments
As of February 9, 2018, we had no external temporary investments.
Money Pool
We participate in a moncy pool through which we and certain of our affiliates can borrow or 1nvest on a short-term basis. Funding nceds are aggregated
and extemnal borrowing or investing 1s based on the net cash position. The net funding requirements of the money pool are expected to be met with
borrowings under CenterPoint Energy’s revolving credit facility or the sale of CenterPoint Energy’s commercial paper As of February 9, 2018, we had
borrowings of $200 million from the money pool. The moncy pool may not provide sufficient funds to mcet our cash needs
Impact on Liquidity of a Downgrade in Credit Ratings
The interest on borrowings under our credit facility 1s based on our credit rating On December 4, 2017, S&P revised 1ts rating outlook on our senior
secured debt to stable from positive and affirmed 1ts rating. On September 24, 2017, Fitch upgraded our senior secured debt rating to A+ and maintained 1ts

rating outlook of stable.

As of February 9, 2018, Moody’s, S&P and Fitch had assigned the following credit ratings to our senior debt

Moody’s S&P Fitch
Instrument Rating Outlook (1) Rating Outlook (2) Rating Outlook (3)

Senior Secured Debt Al Stable A Stable At Stable

(1) AMoody’s rating outlook is an opinion regarding the likely direction of an 1ssuer’s rating over the medium term
Yy g p g g y g

(2) An S&P rating outlook assesses the potential direction of a long-term credit rating over the intermedsate to longer term.
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(3) AFitch rating outlook indicates the direction a rating 1s hikely to move over a one- to two-y ear period

We cannot assure that the ratings set forth above will remain 1n effect for any given penod of time or that one or more of these ratings will not be lowered
or withdrawn entirely by a rating agency We note that these credit ratings are included for informational purposes and are not recommendations to buy, sell
orhold our secunties and may be revised or withdrawn at any time by the rating agency Each rating should be evaluated independently of any other rating
Any future reduction or withdrawal of one or more of our credit ratings could have a material adverse impact on our ability to obtain short- and long-term
financing, the cost of such financings and the execution of our commercial strategies

A decline in credit ratings could increase borrowing costs under our revolving credit facility. If our credit ratings had been downgraded one notch by
each of the three principal credit rating agencies from the ratings that existed as of December 31, 2017, the impact on the borrowing costs under our credit
facility would have been immatenal A decline in credit ratings would also increase the interest rate on long-term debt to be 1ssued 1n the capital markets and
could negatively impact our ability to complete capital market transactions

Cross Defaults

Under CenterPoint Energy’s revolving credit facility, a payment default on, or a non-payment default that permts acceleration of, any indebtedness of
borrowed money and certamn other specified types of obligations {including guarantees) exceeding $125 mullion by us will cause a default A default by
CenterPoint Energy would not tnigger a default under our debt instruments or revolving credit facility

Possible Acquisitions, Joint Ventures or Dispositions

From tume to tume, we consider the acquisition or the disposition of assets or businesses or possible joint ventures, strategic initiatives or other joint
ownership arrangements with respect to assets or businesses Any determunation to take action n this regard will be based on market conditions and
opportunities existing at the time, and accordingly, the timing. size or success of any efforts and the associated potential capital commitments are
unpredictable. We may seek to fund all or part of any such efforts with proceeds from debt and-or equity issuances Debt or equity financing may not,
however, be available to us at that time due to a variety of events. including. among others. maintenance of our credit ratings, industry conditions, general
cconomic conditions, market conditions and market perceptions

Hedging of Interest Expense for Future Debt Issuances

Dunng 2017 and 2018, we entered nto forward interest rate agreements to hedge, in part. volatility 1n the U S. treasury rates by reducing variability in
cash flows related to interest payments For further information, see Note & to our consolidated financial statements

Collection of Receivables from REPs

Our recervables from the distnbution of electricity are collected from REPs that supply the electricity we distribute to their customers. Adverse economic
conditions, structural problems 1n the market served by ERCOT or financial difficulties of one or more REPs could 1mpair the ability of these REPs to pay for
our services or could cause them to delay such payments. We depend on these REPs to remit payments on a timely basts, and any delay or default 1n payment
by REPs could adversely affect our cash flows. In the event of a REP’s default, our tariftf provides a number of remedies, mcluding our option to request that
the PUCT suspend or revoke the certification of the REP. Applicable regulatory provisions require that customers be shifted to another REP or a provider of
last resort 1f a REP cannot make timely payments However, we remain at risk for payments related to services provided prior to the shift to the replacement
REP or the provider of last resort Ifa REP were unable to meet 1ts obligations, 1t could consider, among various options, restructuring under the bankruptcy
laws, 1n which event such REP might seek to avoid honoring its obligations, and claims might be made against us involving payments we had received from
such REP If a REP werc to filc for bankruptcy. we may not be successful in recovenng accrued receivables owed by such REP that are unpaid as of the date
the REP filed for bankruptcy. However, PUCT regulations authorize utilities, such as us, to defer bad debts resulting from defaults by REPs for recovery in
future rate cases, subject to a review of reasonableness and necessity.
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Other Factors that Could Affect Cash Requirements
In addition to the above factors, our liquidity and capital resources could be affected by
« 1ncreases in interest expense tn connection with debt refinancings and borrowings under our credit facility,

+ vanous legislative or regulatory actions.

+ the ability of GenOn and its subsidiaries, currently the subject of bankruptcy proceedings, to satisfy their obligations n respect of GenOn's
indemnity obligations to us,

+ the ability of REPs, including REP affiliates of NRG and Vistra Energy Corp . formerly known as TCEH Corp , to satisfy their obligations to us,
+  the outcome of litigation brought by or against us,

+  restoration costs and revenue losses resulting from future natural disasters such as hurncanes and the timing of recovery of such restoration costs;
and

+  varous other nisks 1dentified 1n “Rusk Factors” in Item 1 A of Part 1 of this report
Certain Contractual Limits on Our Ability to Issue Securities and Borrow Money

We have contractually agreed that we will not 1ssue additional first mortgage bonds, subject to certain exceptions For information about the total debt to
capitalization financial covenants in our revolving credit facility, see Note 8 to our consolidated financial statements.

Relationship with CenterPoint Energy

We are an mdirect, wholly-owned subsidiary of CenterPoint Energy. As a result of this relationship, the financial condition and liquidity of our parent
company could affect our access to capital, our credit standing and our financial condition

CRITICAL ACCOUNTING POLICIES

A cnitical accounting policy 1s one that is both important to the presentation of our financial condition and results of operations and requires
management to make difficult, subjective or complex accounting estimates An accounting estimate 15 an approximation made by management of a financial
statement element, 1tem or account in the financial statements. Accounting estimates 1n our historical consolidated financial statements measure the effects of
past business transactions or events, or the present status of an asset or liabtlity. The accounting estimates descrnibed below require us to make assumptions
about matters that are highly uncertain at the time the estimate is made. Additionally. different estimates that we could have used or changes 1n an accounting
estimate that are reasonably likely to occur could have a matenal impact on the presentation of our financial condition, results of operations or cash flows.
The circumstances that make these judgments difficult, subjective and/or complex have to do with the need to make cstimates about the effect of matters that
are inherently uncertain. Estimates and assumptions about future events and their effects cannot be predicted with certainty We base our estimates on
historical expenence and on various other assumptions that we believe to be reasonable under the circumstances, the results of which form the basis for
making judgments These cstimates may change as new events occur, as more experience 1s acquired, as additional information 1s obtained and as our
operating environment changes Our significant accounting policies are discussed in Note 2 to our consolidated financial statements We believe the
following accounting policies involve the application of critical accounting estimates. Accordingly, these accounting estimates have been reviewed and
discussed with the Audit Commuttee of the Board of Directors of CenterPoint Energy.

Accounting for Rate Regulation

Accounting guidance for regulated operations provides that rate-regulated entities account for and report assets and liabilities consistent with the
recovery of those mcurred costs in rates if the rates established are designed to recover the costs of providing the regulated service and 1f the competitive
environment makes it probable that such rates can be charged and collected We apply this accounting guidance Certain expenses and revenues subject to
utility regulation or rate determination normally reflected 1n income are deferied on the balance sheet as regulatory assets or liabilities and are recognized in
income as the related amounts are ncluded 1n service rates and recovered from or refunded to customers  Regulatory assets and liabilities are recorded when
it 18 probable that
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these items will be recovered or reflected in future rates. Determining probability requires significant judgment on the part of management and includes, but
is not limited to. consideration of testimony presented in regulatory hearings. proposed regulatory decisions, final regulatory orders and the strength or status
ofapplications for rehearing or state court appeals If events were to occur that would make the recovery of these assets and liabilities no longer probable, we
would be required to write off or winite down these regulatory assets and liabilities  For further detail on our regulatory assets and liabilities, see Note 4 to our
consolidated financial statements

Tmpairment of Long-Lived Assets and Intangibles

We review the carrying value of our long-lived assets. including identifiable intangibles, whenever events or changes in circumstances indicate that such
carrying values may not be recoverable Unforeseen events and changes in curcumstances and market conditions and matenal differences 1n the value of
long-lived asscts and 1ntangibles duc to changes 1n estimatcs of future cash flows, interest rates, regulatory matters and opcrating costs could ncgatively
affect the fair value of our assets and result in an impairment charge

Fair value 15 the amount at which the asset could be bought or sold in a current transaction between willing parties and may be estumated using a number
of techniques, including quoted market prices or valuations by third parties. present value techniques based on estimates of cash flows, or multiples of

earmings or revenue performance measures. The fair value of the asset could be different using different estimates and assumptions in these valuation
techniques

Unbilled Energy Revenues

Revenues related to electnicity delivery are generally recognized upon delivery to customers However, the determunation of delivenes to individual
customers 1s based on the reading of their meters. which 1s performed on a systematic basis throughout the month erther electronically through AMS meter
communications or manual readings. At the end of each month, delivenes to non-AMS customers since the date of the last meter reading are estimated and
the corresponding unbilled revenue is estimated. Information regarding deliveries to AMS customers after the last billing 1s obtained from actual AMS meter
usage data ‘Unbilled clectricity delivery revenue 1s estimated cach month based on actual AMS meter data, daily supply volumes and apphicable rates. As
additional information becomes available, or actual amounts are determinable, the recorded estimates are revised. Consequently, operating results can be
affected by revisions to prioraccounting estimates

NEW ACCOUNTING PRONOUNCEMENTS

See Note 2(m) to our consolidated financial statements, incorporated herein by reference, for a discussion of new accounting pronouncements that affect
us

OTHER SIGNIFICANT MATTERS

Pension Plans As discussed in Note 5(a) to our consolidated financial statements, we participate in CenterPoint Energy’s qualified and non-qualified
pension plans covenng substantially all employees We recorded pension cost of $42 million, $45 million and $36 mullion for the years ended December 31,
2017,2016 and 2015, respectively, of which $23 mitlion, $20 mulhon and $16 nullion impacted pre-tax eamings Our actuarially determined pension and
other postemployment expense for 2017 and 2016 that 1s greater or Iess than the amounts being recoy ered through rates 1s deferred as a regulatory asset or
liability, respectively Pension cost for 2018 is expected to be $25 mullion, of which we expect approximately $21 million to impact pre-tax eamings after
effecting such deferrals and capitalization, based on an expected retumn on plan assets of 6.00% and a discount rate of 3 65% as of December 31.2017. Future
changes in plan assct returns, assumed discount rates and vanous other factors related to the penston plans will impact our future pension expensc and
liabilities. We cannot predict with certainty what these factors will be in the future

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

As of December 31. 2017, we had outstanding long-term debt and lease obligations that subject us to the nsk of loss associated with movements in
market interest rates

As of December 31,2017 and 2016, we had outstanding fixed-rate debt aggregating $4.8 billion and $4.9 billion, respectively, in principal amount and
having a fair value of approximately $5 1 billion and $5 1 billion, respectively. Because these instruments are fixed-rate, they do not expose us to the risk of
loss in earnings duc to changes in market interest rates (see Note 8 to our consolidated financial statements) However, the fair value of these instruments
would ncrease by approximately $133 mullion 1f interest rates
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were to decline by 10% from their levels as of December 31,2017, In general, such an increase in fair value would impact eamings and cash flows only if we
were to reacquire all or a portion of these instruments in the open market prior to their matunty.
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Item 8. Financial Statements and Supplementary Data

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Member of
CenterPoint Energy Houston Electric, LLC
Houston, Texas

Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheets of CenterPoint Energy Houston Electric, LLC and subsidianies (the "Company", an indirect
wholly owned subsidiary of CenterPoint Energy. Inc) as of December 31, 2017 and 2016. the related statements of consolidated income, comprehensive
income, member's equity, and cash flows, for each of the three years in the penod ended December 31,2017, and the related notes (collectively referred to as
the "financial statements”) In our opinion. the financial statements present faurly, 1n all material respects, the financial position of the Company as of
December 31, 2017 and 2016. and the results of 1ts operations and 1ts cash flows for cach of the three years in the period ended December 31, 2017,
conformity with accounting pnnciples generally accepted in the United States of Amernica

Basis for Opinion

These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on the Company's financial
statements based on our audits We are a public accounting firm registered with the Public Company Accounting Oversight Board (United States) (PCAOB)
and are required to be independent with respect to the Company 1n accordance with the U S federal secunitics laws and the applicable rules and regulations of
the Securntties and Exchange Commission and the PCAOB

We conducted our audits 1n accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of matenal misstatement, whether due to error or fraud The Company is not required to have, nor
were we engaged to perform, an audit of its internal control over financial reporting. As part of our audits, we are required to obtain an understanding of
intemnal control over financial reporting but not for the purposc of expressing an opinion on the cffectiveness of the Company’s internal control over
financial reporting. Accordingly, we express no such opinion

Our audits included performing procedures to assess the nisks of material misstatement of the financial statements, whether due to error or fraud, and
performing procedures that respond to those nisks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in
the financial statements Our audits also included evaluating the accounting principles used and significant estimates made by management, as well as
evaluating the overall presentation of the financial statements. We believe that our audits provide a reasonable basis for our opinion

/s/ DELOITTE & TOUCHE LLP
Houston, Texas
February 22,2018

We have served as the Company’s auditor since 1932,
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Revenues

Expenses:
Operation and maintenance
Depreciation and amortization
Taxes other than income taxcs
Total

Operating Income

Other Income (Expense):
Interest and other finance charges
Interest on Securitization Bonds
Other, net
Total
Income Before Income Taxes
Income tax expense (benefit)

Net Income

STATEMENTS OF CONSOLIDATED INCOME

CENTERPOINT ENERGY HOUSTON ELECTRIC, LLC AND SUBSIDIARIES
(An Indirect, Wholly-Owned Subsidiary of CenterPoint Energy, Inc.)

Year Ended December 31,

Workpaper JO-10

Page 36

2017 2016 2015
(in millions)

2998 § 3,059 2,846
1.428 1,363 1,311
724 838 705
235 231 222
2387 2432 2,238
611 627 608
(128) (126) (118)
amn (C2)] (105)
18 15 21
(187) (202) (202)
424 425 406
(C)] 149 145
433 % 276 261

See Notes to Consolidated Financial Statements
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CENTERPOINT ENERGY HOUSTON ELECTRIC, LLC AND SUBSIDIARIES
(An Indirect, Wholly-Owned Subsidiary of CenterPoint Energy, Inc.)
STATEMENTS OF CONSOLIDATED COMPREHENSIVE INCOME
Year Ended December 31,
2017 2016 2015
{in millions)
Net income $ 433 § 276 $ 261
Other comprehensive income

Net deferred gain (loss) from cash flow hedges (net of tax of $-0-, $-0-, and $-0-) :
(1) 1 —
Total (€8] 1 —
Comprehensive income $ 432 § 277 8 261

See Notes to Consolhidated Financial Statements
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CENTERPOINT ENERGY HOUSTON ELECTRIC, LLC AND SUBSIDIARIES
(An Indirect, Wholly-Owned Subsidiary of CenterPoint Energy, Inc.)

Current Assets:

CONSOLIDATED BALANCE SHEETS

ASSETS

Cash and cash equivalents ($230 and $340 rclated to VIEs, respectively)

Accounts and notes receivable, net (873 and 352 related to VIEs, respectively), less bad debt reserve of $1 and $1,

respectively

Accounts and notes receivable—affiliated companies

Accrued unbilled revenues
Inventory
Taxes receivable

Other (335 and $40 related to VIEs, respectively)

Total current assets
Property, Plant and Equipment, net
Other Assets:

Regulatory assets (81,590 and $1.919 refated to VIEs, respectively)

Other
Total other assets
Total Assets

LIABILITIES AND MEMBER'S EQUITY

Current Liabilities:

Current portion of VIE Secuntization Bonds long-term debt

Accounts payable

Accounts and notes payable—affiliated companies

Taxes accrued
Interest accrued
Other
Total cumrent liabilities
Other Liabilities:
Deferred income taxes, net
Benefit obligations
Regulatory habilities
Other
Total other liabilities
Long-Term Debt, net:
VIE Securitization Bonds, net
Other long-term debt, net
Total long-term debt, net
Commitments and Contingencies (Note 10)
Member’s Equity:
Common stock
Paid-1n capital
Retained eamnings
Accumulated other comprehensive income

Total member's equity

Total Liabilities and Member’s Equity

See Notes to Consolidated Financial Statements
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December 31,

2017 2016
(in millions)
$ 238 % 341
284 225
7 101
120 106
119 134
— 6
62’ 66
830 979
7,863 7,397
1,570 1,793
29 42
1,599 1.835
$ 10,292 % 10,211
$ 434 % 411
243 145
104 88
116 106
65 68
120 90
1,082 908
1,059 2,003
146 148
1,263 530
54 Si
2,522 2.732
1434 1,867
2,885 2,587
4319 4454
1,696 1.696
673 420
— 1
2,369 2,117
$ 10292 § 10211
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CENTERPOINT ENERGY HOUSTON ELECTRIC, LLC AND SUBSIDIARIES
(An Indirect, Wholly-Owned Subsidiary of CenterPoint Energy, Inc.)
STATEMENTS OF CONSOLIDATED CASH FLOWS

Year Ended December 31,
2017 2016 2015

(in millions)

Cash Flows from Operating Activities:
Net mcome $ 433 3 276§ 261

Adjustments to reconcile net income to net cash provided by operating actrvities

Depreciation and amortization 724 838 705
Amortization of deferred financing costs 13 14 15
Deterred income taxes (98) (34) 18
Changes m other assets and habilities
Accounts and notes recervable, net (73) (¢} 3
Accounts recetvable payable—affiliated compantes (46) 63 (89)
Inventory 15 (1) (7
Accounts payable 59 (4) —
Taxes receivable 6 53 44
Interest and taxes accrued 7 4 . (9
Net regulatory assets and habilities (148) (110) 3
Other current assets (2) 2 (1)
Other current Liabilities 16 21 (40)
Other asscts 13 () (7)
Other habilities 4) 4) (1)
Other, net (6) i —
Net cash provided by opcrating activitics 909 1,110 895

Cash Flows from Investing Activities:

Capital expenditures (875) (862) 929
Decrease (increase) in notes receivable—affiliated companies 96 (96} 107
Decrease (increase) 1n restricted cash of Bond Companies 5 (5) 12
Other, net ) €3] t
Net cash used 1 v esting activities (776) (964) (309)

Cash Flows from Financing Activities:

Proceeds from long-term debt, net 298 600 200
Payments of long-term debt 411 (590) (372)
Dividend fo parent (180) (135) (252)
Increase (decrease) in notes payable—affiliated companies 60 (312) 312
Debt 1ssuance costs 3) (6) —_—
Contnibution from parent — 374 —
Net cash used m fihancing activities (236) 69) (112)
Net Increase (Decrease) in Cash and Cash Equivalents (103) 77 (26)
Cash and Cash Equivalents at Beginning of the Year 341 204 290
Cash and Cash Equivalents at End of the Year $ 238 % 341 3 264

Supplemental Disclosure of Cash Flow Information:

Cash Payments

Interest, nct of capitalized interest 3 205 $ 200 % 213
Income taxes 76 128 81
Non-cash transactions

Accounts payable related to capital expenditures $ 104 S 65 S8 69

See Notes to Consolidated Financial Statements
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CENTERPOINT ENERGY HOUSTON ELECTRIC, LLC AND SUBSIDIARIES
(An Indirect, Wholly-Owned Subsidiary of CenterPoint Energy, Inc.)
STATEMENTS OF CONSOLIDATED MEMBER'S EQUITY
2017 2016 2015
Shares Amount Shares Amount Shares Amount
(in millions, except share amounts)

Common Stock

Balance, beginning of year 1,000 — 1,000 — 1,000 —

Balance, end of year 1,000 — 1,000 — 1,000 —_—
Additional Paid-in-Capital

Balance, beginning of year 1.696 1,322 1.322

Contnbution from parent — 374 —

Balance, end of year 1,696 1,696 1.322
Retained Earnings

Balance, beginning of year 420 279 270

Net income 433 276 261

Dividend to parent (180) (13%) (252)

279

Balance, end of year
Accumulated Other Comprehensive Loss
Balance, end of year
Net deferred gain from cash flow hedges
Total accumulated other comprehensive income,
cnd of year

Total Member’s Equity

— 1

Sce Notes to Consolidated Financial Statements
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673 420

S 2,369 $ 2,117

$ 1,601
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CENTERPOINT ENERGY HOUSTON ELECTRIC, LLC AND SUBSIDIARIES
(An Indirect, Wholly-Owned Subsidiary of CenterPoint Energy, Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(1) Background

Houston Elcctric is an indirect, wholly-owned subsidiary of CenterPoint Energy, Inc, a public utility holding company. Houston Elcctnic provides
electric transmisston and distribution services to REPs serving over 2.4 million metered customers in the Texas Gulf Coast area that includes the city of
Houston As of December 31,2017, Houston Electric had the following subsidiarics: Bond Company 11, Bond Company 1, Restoration Bond Company and
Bond Company IV. Houston Electnic consists of a single reportable business segment: Electric Transmission & Distribution.

(2) Summary of Significant Accounting Policies
(a) Use of Estimates

The preparation of financial statements 1n conformity with generally accepted accounting principles requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities, disclosure of contingent assets and habilities at the date of the financial statements, and
the reported amounts of revenues and expenses duning the reporting period Actual results could difter from those estimates

(b) Principles of Consolidation

The accounts of Houston Electric and its wholly-owned subsidianies are included 1n Houston Electric’s consolidated financial statements All
mtercompany transactions and balances are ehminated 1in consolidation As of December 31, 2017, Houston Electric had VIEs consisting of the Bond
Companics, which it consolidates The consolidated VIEs are wholly-owned., bankruptcy remote special purpose entitics-that were formed solely for the
purpose of securitizing transition and system restoration related property Creditors of Houston Electnc have no recourse to any assets or revenues of the
Bond Companies. The bonds 1ssued by these VIEs are payable only from and secured by transition and system restoration property and the bondholders have
no recourse to the general credit of Houston Electric

(c) Revenues

Houston Electric records revenue for electricity delivery under the accrual method and these revenues are recognized upon delivery to customers
Electnicity dehivenes not billed by month-end are accrued based on actual AMS data, daily supply volumes and applicable rates.

(d) Long-lived Assets and Intangibles
Houston Electric records property, plant and equipment at historical cost Houston Electnc expenses repair and maintenance costs as incurred

Houston Electric penodically cvaluates long-lived assets, including property, plant and cquipment, and specifically 1dentifiable ntangibles, when
events or changes n circumstances indicate that the carrying value of these assets may not be recoverable The determination of whether an impairment has
occurred 1s based on an estimate of undiscounted cash flows attributable to the assets compared to the carrying value of the assets

(e) Regulatory Assets and Liabilities

Houston Electric applies the guidance for accounting for regulated operations Houston Electric’s rate-regulated subsidianies may collect revenues
subject to refund pending final determination in rate proceedings In connection with such revenues, estimated rate refund habilities are recorded which
reflect management’s current judgment of the ultimate outcomes of the proceedings.

Houston Electric recognizes removal costs as a component of depreciation expense in accordance with regulatory treatment In addition, a portion of the
amount of removal costs that relate to AROs has been reclassified from a regulatory hability to an asset retirement liability in accordance with accounting
guidance for AROs
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For further detail on Houston Electnc’s regulatory assets and habilities, please sec Note 4.

(f) Depreciation and Amortization Expense

Depreciation is computed using the straight-line method based on economuc hves or regulatory-mandated recovery pertod Transition and system
restoration property is being amortized over the expected hife of the Secuntization Bonds (12 to 14 ycars), based on estimated revenue from transition or
system restoration charges, interest accruals and other expenses. Other amortization expense includes amortization of certain regulatory assets and other
tangtbles

(8) Capitalization of Interest and AFUDC
Interest and AFUDC are capitalized as a component of projects under construction and are amortized over the assets’ estimated useful lives once the
assets are placed 1n service AFUDC represents the composite interest cost of borrowed funds and a reasonable return on the equity funds used for
construction Although AFUDC increases both utihity plant and earmings. 1t 1s realized in cash when the assets are included 1n rates Houston Electnic recorded

the following.

Year Ended December 31,

2017 2016 2015
(in millions)
Capitalized interest and AFUDC included in Interest and other finance charges ) 6 % 6 § 8
AFUDC equity included 1n Other Income 10 6 12

(h) Income Taxes

Houston Electric 15 a member of the U.S federal consolidated income tax return of CenterPoint Energy Houston Electric reports 1ts income tax provision
on a separate entity basis pursuant to a tax shanng agreement with CenterPoint Energy. Houston Electric uses the asset and liability method of accounting
for deferred income taxes Deferred income tax assets and labilities are recognized for the future tax consequences attributable to differences between the
financial statement carrying amounts of existing assets and liabilities and their respective tax bases. A valuation allowance 1s established against deferred tax
assets for which management believes realization 1s not considered to be more likely than not Houston Electric recognizes interest and penalties as a
component of income tax expense (benefit) in 1ts Statements of Consolidated Income Curmrent federal and certain state income taxes are payable to or
receivable from CenterPoint Energy

To the extent certain EDIT of Houston Electnic may be recoverable or payable through future rates, regulatory assets and habilities have been recorded,
respectively.

On December 22, 2017, President Trump signed into law comprehensive tax reform legislation informally called the Tax Cuts and Jobs Acts, or TCJA,
which resulted 1n significant changes to federal tax laws effective January 1, 2018 See Note 9 for further discussion of the impacts of tax reform
implementation.

(i) Accounts Receivable and Allowance for Doubtful Accounts

Accounts receivable are recorded at the invoiced amount and do not bear interest It 1s the policy of management to review the outstanding accounts
receivable monthly, as well as the bad debt wnte-offs expenenced in the past, and establish an allowance for doubtful accounts. Account balances are
charged off against the allowance when management determines 1t is probable the receivable will not be recovered. The provision for doubtful accounts in
Houston Electric’s Statements of Consohidated Income for 2017, 2016 and 2013 was less than S1 million for each year

(i) Inventory

Inventory consists principally of matenals and supplics and is valucd at the lower of average cost or market Matenials and supplics arc recorded to
inventory when purchased and subsequently charged to expense or capttalized to plant when mstalled

(k) Environmental Costs

Houston Electric expenses or capitalizes environmental expenditures, as approprnate, depending on ther future economic benefit. Houston Electric
cxpenses amounts that relate to an cxisting condition caused by past operations that do not have future economic
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benefit Houston Electnic records undiscounted liabilities related to these future costs when environmental assessments and/or remediation activities are
probable and the costs can be reasonably estimated.

(1) Cash and Cash Equivalents and Restricted Cash

For purposes of reporting cash flows, Houston Electric considers cash equivalents to be short-term. mghly-hquid investments with matunties of three
months or less from the date of purchase. Cash and cash equivalents held by the Bond Companies (VIEs) solely to support servicing the Securitization Bonds
as of December 31,2017 and 2016 are reflected on the Consohdated Balance Shects.

In connection with the 1ssuance of Securitization Bonds, Houston Electric was required to establish restricted cash accounts to collateralize the bonds
that werc issucd 1n these financing transactions, These restnicted cash accounts are not available for withdrawal until the maturity of the bonds and arc not

included 1n cash and cash equivalents. Restricted cash accounts as of December 31,2017 and 2016 are reported below

December 31,

2017 2016
(in millions)
Restricted cash included in Other current assets $ 35 % 40
Restricted cash mcluded 1n Other assets 1 —
Total restricted cash $ 36 $ 40

(m) New Accounting Pronouncements
Issued, Not Yet Effective

In January 2016, the FASB 1ssued ASU No 2016-01, Financwl Instiuments-Overall (Subtopre 825-10) Recognition and Measus ement of Forancial
dscets and Fruncal Liabilitees (ASU 2016-01) ASU 2016-01 requires equity mvestments that do not result m consolidation and are not accounted for
under the equity method to be measured at fair value and to recogmze any changes 1 fan value 1 net income unless the investments quahty for the new
practicability exception It does not change the guidance for classifving and measuning investments in debt secunties and loans ASU 2016-01 also changes
certain disclosure tequirements and other aspects related to recogmition and measurement of financial assets and financial liabilities. ASU 201601 1s
effective for fiscal years, and intenim penods within those years, beginning after December 13, 2017, As of the first reporung petrod in which the gutdance s
adopted. a cumulauve-effect adjustment to begmnning retained eanings will be made. with two featutes that will be adopted prospectively. This standard will
not have a matenal impact on Houston Electne’s financial position, tesults of opelations, cash flows and disclosures upon adoption on January 1, 2018

In 2016, the FASB ssucd ASU No 201602, Leases (Toprc 8421 (ASU 2016-02) and related amendments ASU 20106-02 provides a comprehensive new
lease model that requires lessees to 1ccognize assels and Labihities for most leases and would change certain aspects of lessor accounting ASU 2016-02 15
cltective for fiscal years, and mternim penods within those fiscal years, begmaimg after December 15,2018, with carly adoption permitied Houston Electric
cxpects to adopt this standard on January 1, 2019 and is evaluating available transitional practical expedients A modified retrospective adoption approach 1s
required. Houston Electre s an the process of reviewing contracts to tdentify leases as defined in ASU 2016-02 and cxpects Lo recognize on the statements of
tinancial position nght-of-use assets and lease Lhabilities for the majouty of its leases that are cunently classified as opetating leases IHouston Electric 's
continuing to assess the impact that this standatd will have on 1ts financial position. results of operavons. cash flows and disclosures

In 2016 and 2017, the FASB 1ssued ASUs which amended ASU No. 2014-09, Revenue trom Contracts with Custumers (Topic 606) ASU 2014-09. as
amended, provides a comprehensive new tevenue tecognition model that requires tevenue to be recognized 1n a mannet that depicts the uansfer of goods ot
arvices to a customer at an amount that ieflects the consideration expected to be received m exchange for those goods o1 services Larly adoption 1s
penmutted, and entittes have the option of using cither a full retrospectine or a modified retrospective adoption approach While these ASUs will expand
disclosures, Houston Electric has not identified any significant changes as the result of these new standards A substantial amount of Houston Electric’s
revenues are tartl based. which will not be signiticantly impacted by these ASUS Houston Electric adopted these ASUs on January 1, 2018 usmg the
modified retrospective adoption approach

In August 2016, the FASB 1ssucd ASU No 2016-15, Statement of Cash Flows (Topic 230) Clussification of Certarn Cush Receipts and Caxh Payments
(ASU 2010-15) ASU 2016-15 provides clanfymg gmdance on the classification of certaim cash receipts
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and payments in the statement of cash flows and ehiminates the vanation in practice telated to such classitications, ASU 2016-15 15 effective for fiscal years,
and mtertm pertods within those fiscal years, beginning after December 15,2017, with early adoption permutted Houston Llectiic adopted this standard on
January 1. 2018 Aretrospective adoption appioach is required IHouston Llectric does not behieve this standard will have a matenal impact on its financial
position, results of operations. and disclosures Due to the 1equurement that cash proceeds from COLI policies be classified as cash nflows fiom investing

activity, there will be an 1ncrease m investing activity and a contesponding deciease 1 operating activity on the statement of cash tlows when COLI proceeds
are recetved

In November 2016, the FASB 1ssucd ASU No 2016-18, Statement of Cush Flows (Topic 230) Restricied Cash (ASU 2016-18) ASU 2016-18 requires
that a statement of cash flows explain the change dunng the peniod m the total of cash, cash equivalents, restricted cash and restricied cash equivalents As a
result, the statement of cash flows will no longer present transfers between cash and cash equivalents and restnicted cash and restricted cash equis alents
When cash, cash cquivalents, restricted cash and restneted cash equivalents are presented tn more than one line item on the balance sheet, the new guidance
requires a reconciliation of the totals in the statement of cash flows to the welated captions in the balance sheet ASU 2016-18 15 effective for fiscal years, and
mterim penods within those fiscal years. beginning after December 15, 2017, with eaily adoption permutted A retrospective adoption approach 1s required
This standard will not have an impact on Houston Llecuic’s financial position, tesults of operations, and disclosures, but it will have an impact on the
presentation of the statement of cash flows upon adoption on January 1. 2018

In January 2017, the FASB 1ssued ASU No 2017-01, Bustness Combinations (Topic 8035) Cluripving the Definition of a Busmess (ASU 2017-01) ASU
2017-01 revises the defintion of a business If substantally all ofthe fair value ol the gtoss assets acquired 1s concentiated 1 a single identifiable asset ora
group of stmuilar idenufiable assets, then ander ASU 201 7-0 1. the asset or group o' assets 15 not a business. The guidance also requires a business to melude at
fcast one substantive process and narrows the definition of outputs to be more closely aligned with how outputs are desenibed 1 ASC 606 ASU 2017-01 18
cffective for fiscal years, and mtenm penods within those fiscal years. beginning after December 15, 2017, with carly adoption permitted 1n certain
circumstances. A prospective adoption approach 1s required ASU 2017-01 could have a potenuial impact on Houston Electnie’s accounting for future
acqursitions upon adoption on January 1,2018.

In February 2017. the FASB 1ssued ASU No. 2017-05. Other Income-Gains and Losses from the Devecogiition of Nonfinancial Assets (Subtopic 610-20)
Clavifying the Scope of Asset Derecognition Guidance und Accounting for Partial Sales of Nontinandial Assets (ASU 2017-05) ASU 2017-05 clarifies when
and how to apply ASC 610-20 Gatns and Losscs from the Derccogmition of Nonfinancial dssets, which was issued as part of ASU 2014-09 Revenuce from
Contracts with Customers (Topie 606) ASU 2017-05 1s effective for fiscal years, and mterim pernods within those fiscal years. begmning after December 15,
2017, with carly aduption permitted Compantes can elect a retrospective or modified retiospective approach to adoption This standard wall not have a
matenial impact on Houston Electric’s financial position, results of operations. cash flows and disclosures upon adoption on January 1, 2018

In March 2017, the FASB 1ssued ASU No 2017-07, Compensation-Renrement Benchis tTopic 7151 Improving the Presentanon of Net Periodic Pension
Cost and Net Periodic Postretnement Benefie Cost (ASU 2017-07) ASU 2017-07 requires an cmployer Lo report the service cost component of the net
perindic pension cost and postietirement benefit cost in the same hine item(s) as other employee compensation costs ansing trom services tendered during the
penod: all other components will be presented separately from the lme stem(s) that includes the service cost and outside of any subtotal of operating income
In addition, only the service cost component will be eligible for caputalization n assets ASU 2017-07 15 effective for fiscal years, and mtenim perniods within
those fiscal years, beginning after December 13, 2017, with eatly adoption permitted ASU 2017-07 should be applied retrospecuvely for the presentation of
the service cost component and the other components and prospectively fot the capitalization of the service cost component. The adoption of this guidance
15 cxpected to result in an increasc to operating mcome and a decrease to other income Prospectively. other components previously capitalized in assets will
be recotded as 1cgulatory assets This standard will not has ¢ a matenal impact on Houston Electnie’s financial position, results of operations, cash flows and
disclosures upon adoption on January 1, 2018,

In August 2017, the FASB 1ssued ASUNo 2017-12. Dernatives and Hedging (Topic §15) Targeted Improvements to Accounting for Hedging Activities
(ASU 2017-12). ASU 2017-12 expands an cntity’s ability to hedge nonfinancial and tinancial nsk components and reduce complexity in fair value hedges of
mteiest rate risk. The gwdance chminates the 1equirement to separatcly measure and report hedge ineffectiveness, cases certain documentation and
assessment requirements. and updates the presentation and disclosure requirements ASU 2017-12 15 effecuve for fiscal years, and intenm penods withia
those fiscal years, beginning after December 15, 2018, with eaily adoption permitted A cumulatuve-effect adjustment to eliminate the separate measuiement
of ineffectiveness upon adoption 1s required for existing cash flow and net investment hedges Presentation and disclosure guidance should be applied
prospectuvely. Houston Electric is cunently assessing the impact that this standard will have on 1ts tinancial position, results of operations, cash flows and
disclosures.
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Management believes that other tecently issued standaids, which are not yet effective, will not have a material impact on Houston Electuic’s
consolidated financial position. results of operations or cash flows upon adoption

(3) Property, Plant and Equipment
(a) Property, Plant and Equipment

Property, plant and cquipment includes the following-

Weighted Average

Useful December 31,
Lives (in years) 2017 2016

(in millions)
Transmission 45 $ 2,767 % 2,402
Distribution 30 7,178 6,965
Other 15 1,551 1.473
Total 11,496 10,840
Accumulated depreciation 3,633 3,443
Property, plant and equipment. net $ 7863 8§ 7.397

(b} Depreciation and Amortization

The fol.lowing table presents depreciation and amortization expense for2017,2016 and 2015

Year Ended December 31,

2017 2016 2015
(10 millions)
Depreciation expense $ 354§ 349§ 316
Amortization of secuntized regulatory assets 329 455 365
Other amortization 41 34 24
Total depreciation and amortization S 724§ 838 § 705

(c) AROs
A reconciliation of the changes 1n the ARO lhiability 1s as follows:

December 31,

2017 2016
(in millions)
Beginning balance $ 33 % 37
Accrction cxpense 1 1
Revisions in estimates of cash flows 1 (5)
Ending balance S 35 § 33

Houston Electnc recorded AROs associated with the removal of asbestos and asbestos-containing matenal 1n 1ts buildings, including substation building
structures Houston Electric also recorded AROs relating to treated wood poles for clectric distribution, distnbution transformers containing PCB (also known
as Polychlorinated Biphenyl), and underground fuel storage tanks The estimates of future hiabilities were developed using historical information, and where
avatlable, quoted prices from outside contractors.

The increase of $1 mullion in the ARO from the revision n estimates in 2017 1s pnimanly attributable to an increase in disposal costs for distribution
poles, transformers and underground fuel storage tanks. There were no matenial additions or settlements during the years ended December 31,2017 and 2016.
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{4) Regulatory Accounting

The following 15 a list of regulatory assets and habilities reflected on Houston Electric’s Consolidated Balance Sheets as of December 31, 2017 and
2016

December 31.

2017 2016
(in millions)
Sccuntized regulatory assets $ 1,50 § 1919
Unrecognized equity retumn (1) (287) (329)
Unamortized loss on reacquired debt 75 84
Pension and postretirement-related regulatory asset 31 34
Hurricane Harvey restoration costs (2) 58 —
Excess deferred income taxes (3) 33 —
Other long-term regulatory assets (4) 70 85
Total regulatory asscts 1,570 1.793
Current regulatory hiabilities (5) 22 7
Non-current regulatory liabilities:

Excess deferred income taxes (3) 862 —
Estimated removal costs . 285 345
Other long-term regulatory habilities 116 185
Total non-current regulatory liabilities 1,263 530
Total regulatory liabilities 1,285 537
Total regulatory assets and liabilities, net ) $ 285 § 1,256

(1) The unrecognized allowed equity return will be recognized as 1t 1s recovered in rates through 2024 During the years ended December 31, 2017,
2016 and 2013, Houston Electnc recognized approximately $42 mullion. $64 nullion and $49 mullion. respectively, of the allowed equity return
The timing of Houston Electric’s recognition of the allowed cquity return will vary cach period based on amounts actually collccted during the
perod The actual amounts recognized are adjusted at least annually to comect any over-collections or under-collections during the preceding 12
months.

(2) Houston Electric 1s not eaming a return on its Humcane Han ey restoration costs

(3) EDIT will be recovered or refunded to customers as required by tax and regulatory activities See Note 9 for additional information.

(4) Other long-term regulatory assets that are not earning a return were not matenal as of December 31, 2017 and 2016.

(5) Current regulatory liabilities are included in Other current liabilities 1n Houston Electric’s Consolidated Balance Sheets

Hurricane Harvey. Houston Electric’s electnc delivery system suffered damage as a result of Hurricane Harvey, a major storm classified as a Category 4
hurricane on the Saffir-Simpson Hurricane Wind Scale, that first struck the Texas coast on Fnday, August 25, 2017 and remained over the Houston area for
the next several days. The unprecedented flooding from torrential amounts of rainfall accompanying the storm caused significant damage to or destructton of
residences and businesses served by Houston Electric.

Houston Elcctric estimatcs that total costs to restore the electne dehivery facilitics damaged as a result of Hurricane Harvey wall be approximately $120
million and estimates that the total restoration costs covered by insurance will be approximately $28 million. Houston Electric will defer the uninsured storm
restoration costs as management believes it is probable that such costs will be recovered through traditional rate adjustment mechanisms for capital costs and

through the next basc rate proceeding for operation and maintenance cxpenscs As a result, storm restoration costs did not materially affect Houston Electric's
reported net income for 2017.
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(in milhions)

Property, plant and equipment 42
Insurance proceeds received (1
Net property, plant and equipment 31
Operation and maintenance expense 75
Insurance procecds recerved (3)
Insurance receivable (14)
Net regulatory asset 58

(5) Employee Benefit Plans
(a) Pension Plans

Substantially all of Houston Electric's employees participate in CenterPoint Energy's non-contributory qualified defined benefit plan Under the cash
balance formula. participants accumulate a retirement benefit based upon 5% ofeligible eamings and accrued interest

CenterPoint Energy’s funding policy 1s to review amounts annually in accordance with applicable regulations 1n order to achieve adequate funding of
projected benefit obligations Pension expense is allocated to Houston Electric based on covered employees This calculation 1s intended to allocate pension
costs 1n the same manner as a separate employer plan Assets of the plan are not segregated or restncted by CenterPoint Energy’s participating subsidianes
Houston Electric recognized pension expense of $41 mullion, $44 million and $35 million for the years ended December 31, 2017, 2016 and 2015,
respectively.

In addition to the pension plan, Houston Electric participates in CenterPoint Energy's non-qualified benefit restoration plans, which allow participants
to receive the benefits to which they would have been entitled under the non-contributory qualified pension plan except for federally mandated himuts on
qualified plan benefits or on the level of compensation on which qualified plan benefits may be calculated The expense associated with the non-qualified
pension plan was $1 million for each of the years ended December 31,2017,2016 and 2015.

(b) Savings Plan

Houston Electric participates in CenterPoint Energy’s tax-qualified employee savings plan. which includes a cash or deferred arrangement under Section
401(k) of the Internal Revenue Code of 1986, as amended (the Code), and an employee stock ownership plan under Section 4675(e)(7) of the Code Under
the plan, participating employees may make pre-tax or Roth contributions up to 50%, and after tax contributions up to 16% of their eligible compensation,
not to exceed certain federally mandated limits. Houston Electnc matches 100% of the first 6% of each employee’s compensation contributed The matching
contributions are fully vested at all times

Prior to January 1, 2016, participating employees could elect to invest all or a portion of their contributions to the plan 1n CenterPoint Energy, Inc
common stock, to have dividends reinvested 1n additional shares or to receive dividend payments in cash on any investment in CenterPoint Energy, Inc
common stock, and to transfer all or part of their investment in CenterPoint Energy, Inc. common stock to other investment options offered by the plan.

Effective January 1, 2016 the savings plan was amended to lumit the percentage of future contributions that could be invested 1n CenterPoint Energy,
Inc. common stock to 25% and to prohibit transfers of account balances where the transfer would result 1n more than 25% of a participant’s total account
balance invested in CenterPoint Encrgy, Inc. common stock

The savings plan has significant holdings of CenterPoint Energy, Inc. common stock As of December 31. 2017, 12,806,085 shares of CenterPoint
Energy. Inc. common stock were held by the savings plan, which represented approximately 16% of 1ts investments Given the concentration of the

investments in CenterPoint Energy, Inc. common stock, the savings plan and 1ts participants have market risk related to this investment.
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CenterPoint Energy allocates to Houston Electric the savings plan benefit expense related to Houston Electric’s employees Savings plan benefit
expense was $17 million, $15 nullion and $14 nullion for each of the years ended December 31,2017,2016 and 2015. respectively

(c) Postretirement Benefits

Houston Electric’s employees participate in CenterPoint Energy’s benefit plans which provide certain healthcare and life insurance bencfits for retired
employees on both a contnbutory and non-contnbutory basis Employees hired before January 1. 2018 become eligible for these benefits 1f they have met
certain age and service requirements at retirement, as defined 1n the plans Employecs hired on or after January 1, 2018 are not chgible for these bencfits,
except for those employees represented by IBEW. Benefit costs are accrued over the active service perniod of employees. Effective January 1, 2017, members
of the IBEW Local ¥nton 66 who retire on or after January 1, 2017, and their dependents, will receive any retiree medical and prescription drug benefits

cxclusively through the NECA/IBEW Family Mcdical Care Plan pursuant to the terms of the renegotiated collective bargaming agreement cntered mto 1n
May 2016 - o

Houston Elcctric 1s required to fund a portion of 1ts obligations in accordance with rate orders The net postretirement benefit cost includes the following
components

Year Ended December 31,

2017 2016 2015
(in millions)

Service cost - benefits eamed dunng the penod $ 1 8 I 8 1
Interest cost on accumulated benefit obligation 9 10 13 .
Expected retum on plan assets 4) (5) (6)
Amortization of prior service credit 6) 4) )
Amortization of loss — 1 3
Curtailment — 4 —
Net postretirement benefit cost (credit) $ — 8 1 s 9

Houston Electric used the following assumptions to determine net postretirement benefit costs.

Year Ended December 31,

2017 2016 2015
Discount rate 4.15% 435% 3.90%
Expected retum on plan assets 4.75% 500% 5.45%

In determining net penodic benefits cost, Houston Electric uses fair value, as of the beginning of the year, as 1ts basis for determining expected return on
plan assets
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Following are reconciliations of Houston Electnc’s beginning and ending balances of its postretirement benefit plan’s benefit obligation, plan assets and
funded status for 2017 and 2016. The measurement dates for plan assets and obligations were December 31,2017 and 2016.

December 31,

2017 2016

(in millions)

Change in Benefit Obligation

Accumulated bencfit obligation, beginning of year $ 217 $ 283
Service cost 1 1
Interest cost 9 10
Benefits paird (14) (20)
Participant contributions 2 3
Medicare drug retmbursement — 1
Plan amendment (1) —— (65)
Actuanal loss 10 4
Accumulated benefit obligation, end of year S 225 $ 217
Change in Plan Assets

Plan assets, beginning of year S 88 N 110
Benefits paid (14) (20)
Employer contributions 10 10
Participant contributions ' ‘ 2 3
Actual investment retum 7 5
Plan amendment (2) — (20)
Plan assefs, end of year S 93 $ 88
Amounts Recognized in Balance Sheets

Other liabilities-benefit obligations $ (132) § (129)
Net liability, end of year $ (132) § (129)
Actuarial Assumptions

Discount rate 3.60% 4.15%
Expected long-term return on assets 4.75% 4.75%
Mcdical cost trend rate assumed for the next year - Pre-65 615% 575%
Medical/prescription drug cost trend ratc assumed for the next year - Post-65 2385% 10 65%
Prescniption drug cost trend rate assumed for the next year - Pre-65 9 85% 10.75%
Rate to which the cost trend rate is assumed to decline (the ultimate trend rate) 4.50% 4.50%
Year that the cost trend rates reach the ultimate trend rate - Pre-65 2026 2024
Year that the cost trend rates reach the ultimate trend rate - Post-65 2024 2024

(1) The postretirement benefits were amended during 2016 to change retiree medical coverage, effective January 1,2017, as follows: (1) members of the
IBEW Local Union 66 who retire on or after January 1, 2017, and their dependents, wili receive any retiree medical and prescription drug coverage
exclusively through the NECA/IBEW Family Medical Care Plan pursuant to the terms of the renegotiated collective bargaining agreement entered
into in May 2016; and (1i} Medicare eligible post-65 retirees will receive coverage through a Medicare Advantage Program, an insured benefit, in

lieu of the previous self-insured benefit. These changes resulted in a reduction 1n our postretirement plan hability of $65 million as of December 31,
2016

(2) In May 2016, Houston Electric entered into a renegotiated collective bargaming agreement with the IBEW Local Union 66 The Houston Lighting
& Power Company Union Retirees’ Medical and Dental Benefits Trust was amended to reflect the renegotiated collective bargaining agreement by
establishing a segregated and restricted account under the trust for the retiree medical benefits of post-2016 union retirees who are now covered

cxclustvely by the NECA/IBEW Family Mcdical Care Plan. $20 mullion was transferred to the account for post-2016 union retirees.

The discount rate assumption was determined by matching the projected cash flows of CenterPoint Energy’s plans against a hypothetical yield curve of
high-quality corporate bonds represented by a scrics of annualized individual discount rates from one-halfto 99 years.
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The expected rate of return assumption was developed by a weighted-average return analysis of the targeted asset allocation of CenterPoint Energy’s
plans and the expected real return for each asset class, based on the long-term capital market assumptions, adjusted for investment fees and diversification

effects, 1n addition to expected inflation

For measurement purposes. medical and prescription drug costs are assumed to increase to 6 15% and 9.85%, respectively, for the pre-65 retirees, and the
combined medical/prescrniption drug cost increase 1s assumed to be 23 85% for the post-65 retirees dunng 2018, after which these rates decrease until

reaching the ultimate trend rate of 4.50% in 2026 and 2024 for the pre-65 and post-63 retirees. respectively.

Houston Electric does not have amounts recogmzed in accumulated other comprehensive income related to its postretirement benefit plans as of

December 31, 2017 and 2016.
postretirement expenses in rates.

Unrecognized costs were recorded as a regulatory asset because Houston Electne historically and currently recovers

Assumed healthcare cost trend rates have a significant effect on the reported amounts for Houston Electric’s postretirement benefit plans A 1% change 1n

the assumed healthcare cost trend rate would have the following effects.

1% 1%
Increase Decrease

(in millions)
Effect on postretirement benefit obligation $ 9 3 8
Effect on total of service and interest cost — s -

In managing the investments associated with the postretirement benefit plans, Houston Electric’s objective is to preserve and enhance the value of plan
assets while maintaining an acceptable level of volatility These objectives are expected to be achieved through an investment strategy that manages

liquidity requirements while maintaining a long-term honzon in making investment decisions and efficient and effective management of plan assets.

As part of the investment strategy discussed above, Houston Electric has adopted and maintained the following asset allocation ranges for 1ts

postretirement benefit plans.

U.S equity . 13-23%
Intemmational developed market equity 3-13%
Fixed income 69—-79%
Cash 0-2%

The following tables present by level, within the fair value hierarchy, Houston Electric’s postretirement plan assets at fair value as of December 31,2017

and 2016, by asset category as follows.

Fair Value Measurements as of December 31, 2017

Quoted Prices in

Active Markets Significant Significant
for Identical Observable Unobseryable
Assets Inputs Inputs
(Level 1) {Level 2) (Level 3) Total
Mutual funds (1) $ 93 § — 3 — 3 93
Total $ 93 S — 3 — 3 93

(1) 74% of the amount invested in mutual funds was in fixed income secunties, 18% was in U.S. equities and 8% was in international equities

Fair Value Measurements as of December 31, 2016

Quoted Prices in

Active Markets Significant Significant
for Identical Obseryvable Unobservable
Assets Inputs Inputs
(Level 1) (Level 2) (Level 3) Total
Mutual funds (1) . $ 88 S — 3 -— % 88
Total $ 88 S — 3 — 88
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(1) 73% of the amount invested 1n mutual funds was 1n fixed income secunties, 19% wasin U S equities and 8% was in intemational equities

Houston Electric expects to contribute $10 million to its postretirement benefits plan in 2018. The following benefit payments are expected to be paid
by the postrenrement benefit plan:

Benefit
Payments

(in millions)

2018 $ 11
2019 12
2020 14
2021 16
2022 17
2023-2027 85

(d) Postemployment Benefits

Houston Electric participates 1n CenterPoint Encrgy’s plan which provides postemployment benefits for certain former or mactive employecs, their
beneficiaries and covered dependents, after employment but before retirement (primarily health care and life insurance benefits for participants in the long-
term disebility plan) Houston Electric recorded postemployment expenses of less than $1 million, $3 million and credit of $1 m:llion for the years ended
December 31,2017, 2016 and 2015, respectively Amounts relating to postemployment obligations included in Benefit Obligations m the accompanying
Consolidated Balance Sheets as of December 31,2017 and 2016 was $3 million and $6 million, respectively.

(e) Other Non-Qualified Plans

Houston Electric participates tn CenterPoint Energy’s deferred compensation plans that provide benefits payable to directors, officers and certain key
employees ortheir designated beneficianes at specified future dates, upon termination, retirement or death Benefit payments are made from the general assets
of Houston Electnic. Houston Electric recorded bencfit expense relating to these plans of $1 million tn each of the years ended December 31,2017,2016 and
2015. Amounts relating to deferred compensation plans mcluded in Benefit Obligations in the accompanying Consolidated Balance Sheets as of
December 31,2017 and 2016 was $10 million and $11 mulhon, respectively

(f) Other Employee Matters

As of December 31, 2017. Houston Electric had 2,816 full-time employees, of which approximately 52% were subject to a collective bargaining
agreement. The collective bargaining agreement with the IBEW Local 66 cxpired in May 2016. Houston Electnc successfully negotiated the follow-on
agreement in 2016. The new collective bargaining agreement with the IBEW Local 66 expires in May 2020

(6) Fair Value Measurements

Assets and liabilities that are recorded at fair value in the Consolidated Balance Sheets are categonzed based upon the level of judgment associated with
the inputs used to measure their value Hierarchical levels, as defined below and directly related to the amount of subjectivity associated with the inputs to
fair valuations ofthese assets and liabilities, are as follows

Level 1. Inputs are unadjusted quoted prices in active markets for identical assets or habilities at the measurement date The types of assets carried at
Level | fair value are investments listed in active markets. As of December31,2017 and 2016, Houston Electnic held Level 1 investments of $51 million and

$59 nullion, respectively, which were pnimarily investments in money market funds and are included 1n other current assets and other assets in the
Consolidated Balance Sheets.

Level 2¢ Inputs, other than quoted prices included in Level 1, are observable for the assct or habihity. erther directly or indirectly Level 2 inputs include
quoted prices for similar nstruments in active markets, and 1nputs other than quoted prices that are observable for the asset or fiabitity Houston Electric had
no Level 2 assets or liabilities as of either December 31,2017 or 2016.
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Level 3: Inputs are unobservable for the asset or hability, and include situations where there 1s little, if any, market activity for the asset or liability
Unobservable inputs reflect Houston Electric’s judgments about the assumptions market participants would use in determiming fair value Houston Electric
had no Level 3 assets or habilities as of either December 31,2017 or 2016

Houston Elcctric determines the appropnate level for cach financial asset and liability on a quarterly basis and recognizes transfers between levels at the
end of the reporting penod For the years ended December 31,2017 and 2016. there were no transfers between levels

Estimated Fair Value of Financial Instruments

The fair values of cash and cash equivalents and short-term borrowings are estimated to be approximately equivalent to carrying amounts and have been
excluded from the table below The fair value of each debt instrument 1s detenmined by multiplying the principal amount of each debt mstrument by a
combination of histoncal trading prices and comparable 1ssue data These liabilities, which are not measured at fair value in the Consolidated Balance Sheets
but for which the fair value 1s disclosed, would be classified as Level 2 1n the fair value hierarchy.

December 31, 2017 Dccember 31, 2016
Carrying Fair Carrying Fair
Amount Value Amount Value

(in millions)
Financial habilities
Long-term debt, including curmrent portion S 4753 S 5034 % 4865 § 5,079

(7) Related Party Transactions and Major Customers
(a) Related Party Transactions

Houston Electrnic participates 1n a money pool through which 1t can borrow or invest on a short-term basis. Funding needs are aggregated and extemal
borrowing or investing is based on the net cash position. The net funding requirements of the money pool are expected to be met with borrowings under
CenterPoint Energy’s revolving credit facility or the sale of CenterPoint Energy’s commercial paper. Houston Electnic had borrowings in the money pool of
$60 million and investments in the money pool of $96 million as of December 31, 2017 and 2016, respectively, which are included 1n accounts and notes
receivable-affiliated companies and accounts and notes payable-affiliated compantes, respectively, in the Consolidated Balance Sheets As of December 31.
2017, Houston Electric’s money pool borrowings had a weighted-average interest rate of | 90%

For the years ended December 31, 2017, 2016 and 2015, Houston Electric had affiliate related net interest income ot $2 mullion. interest expense of
$4 mullion and $1 mullion, respectively.

CenterPoint Energy provides some corporate services to Houston Electrnic. The costs of services have been charged directly to Houston Electric using
methods that management believes are reasonable. These methods include negotiated usage rates, dedicated asset assignment and proportionate corporate
formulas based on operating expenses, assets, gross margin. employees and a composite of assets. gross margin and employees. CERC provides certain
scrvices to Houston Electric These services arce billed at actual cost, cither directly or as an allocation and 1nclude line locating and other miscellancous
services Additionally, Houston Electric provides a number of services to CERC. These services are billed at actual cost, either directly or as an allocation and
include fleet services, shop services, geographic services, surveying and nght-of-way services, radio communications, data circuit management and field
opcrations, These charges arc not necessarily indicative of what would have been incurred had Houston Electric not been an affiliate. Amounts charged
to/from Houston Electric for these services were as follows and are included primanly 1n operation and mantenance expenses:

Year Ended December 31,

2017 ©2016 2015
(in millions)
Corporate service charges $ 188§ 179 $ 176
Charges from CERC for services provided 8 7 6
Billings to CERC for services provided (17) (15) (18)

Houston Electric paid dividends of $180 million, $135 million and $252 million on 1ts common shares to Utility Holding, LLC 1n 2017,2016 and 2015,
respectively. In 2016, CenterPoint Energy made an equity contribution of $374 million to Houston Electnic
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Houston Electric’s transmussion and distnbution revenues from major customers are as follows-

Affiliates of NRG
Affiliates of Vistra Energy Corp.

(8) Long-term Debt

Long-term debt
First mortgage bonds 9.15% due 2021
General mortgage bonds 1.85% to 6 95% due 2021 to 2044 (2)
System restoration bonds 3.46% to 4.243% due 2018 to 2022
Transition bonds 2 161% to S 302% due 2019 to 2024
Unamortized debt issuance costs
Unamortized discount and premium, net

Total long-tenmn debt

(1) Includes amounts due or exchangeable within one year of the date noted

Year Ended December 31,

2017 2016 2015
(in millions)
S 3 698 § 741
$ 229 % 220 S 220

December 31, 2017 December 31, 2016

Long-Term Current (1 Long-Term Current (1
(in millions)
102 — 102 —
2,812 — 2512 —
256 56 312 53
1,181 378 1.560 358
(22) — 23) —
(10) — © -
4319 $ 434 S 4454 % 411

(2) Dcbtissued as collateral is excluded from the financial statements because of the contingent nature of the obligation

Dcbt Issuances. Houston Electric 1ssued the following general mortgage bonds during 2017:

Aggregate Principal

Issuance Date Amount

Interest Rate Maturity Date

(in millions)
January 2017 3

3.00% 2027

The proceeds from the 1ssuance of these bonds were used to repay short-term debt and for general limited hiability company purposes

Hedging of Interest Expense for Future Debt Issuances In January 2017, Houston Electric entered mto forward interest rate agreements with multipte

counterparties, having an aggregate notional amount of $150 mullion. These agreements were executed to hedge, in part, volatility 1n the 10-year US

treasury rate by reducing Houston Elcctnc’s exposure to vanability in cash flows related to interest payments of Houston Electric’s $300 mullion 1ssuance of

fived rate debt in January 2017. These forward interest rate agrecements were designated as cash flow hedges Accordingly, the effective portion of realized

losses assoctated with the agreements, which totaled approximately $1 million, 1s a component of accumulated other comprehensive income 1n 2017 and will

be amortized over the life of the bonds.

As of December 31, 2017. Houston Electric had no pre-issuance interest rate hedges in place.

In January and February 2018, Houston Electric entered into forward interest rate agreements with multiple counterparties, having an aggregate notional
amount of $200 million. These agreements were executed to hedge. 1n part. volatility in the 30-year US treasury rate by reducing Houston Electric’s

exposure to variability n cash flows related to interest payments on a forecasted tssuance of fixed rate debt 1n 2018 These forward interest rate agreements

were designated as cash flow hedges Accordingly, the effective portion of unrealized gamns and losses associated with the forward interest rate agreements

will be recorded as a component of accumulated other comprehenstve income and the meffective portion, ifany, will be recorded 1 income.
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Securitization Bonds As of December 31, 2017, Houston Electric had special purpose subsidianes consisting of the Bond Companies, which it
consolidates. The consolidated spectal purpose subsidiaries are wholly-owned. bankruptcy remote entities that were formed solely for the purpose of
purchasing and owning transition or system restoration property through the issuance of transition bonds or system restoration bonds and activities
incidental thereto. These Securitization Bonds are payable only through the imposition and collection of “transition™ or “system restoration™ charges, as
defined in the Texas Public Utility Regulatory Act, which are 1rrev ocable, non-bypassable charges to provide recovery of authonzed qualified costs Houston
Electnic has no payment obligations in respect of the Sccuntization Bonds other than to remit the applicable transitton or system restoration charges 1t
collects. Each special purpose entity is the sole owner of the night to impose, collect and receive the applicable transition or system restoration charges
sccuring the bonds 1ssucd by that entity. Creditors of CenterPoint Energy or Houston Electric have no recourse to any asscts or revenues of the Bond

Companies (including the transition and system restoration charges), and the holders of Secuntization Bonds have no recourse to the assets or revenues of
CenterPoint Energy or Houston Electric

Revolving Credit Facility Tn June 2017, Houston Electnic entered into an amendment to 1ts revolving credit facility to extend the ternination date

thereof from March 3, 2021 to March 3, 2022 and to termunate the swingline loan subfacility thereunder. No changes were made to the aggregate
commitments under the revolving credit facility.

As of December 31,2017 and 2016, Houston Electric had the following revolving credit facihity and utilization of such facility:

December 31,2017 December 31, 2016
Size of Letters Size of Letters
Facility Loans of Credit Facility Loans of Credit
(in millions)
$ 300§ — 5 4 3 300§ — 3 4
Dcbt for
Financial Borrowed
Covenant Limit Money to
on Debt for Capital
Draw Rate of Borrowed Ratio as of
Size of LIBOR plus Money to December 31,
Exccution Date Facility ) Capital Ratio (2) 2017 3 Termination Date ()

(in millions)

March 3,2016  § 300 1.125% 65% 48.6% March 3,2022
(1) Based on current credit ratings.

(2) The financial covenant limit will temporanly increase from 65% to 70% 1f Houston Electnc experiences damage from a natural disaster in its service
territory and Houston Electric certifies to the administrative agent that Houston Electric has incurred system restoration costs reasonably hikely to
exceed $100 million in a consccutive 12-month period, all or part of which Houston Electric intends to seck to recover through sccurntization
financing. Such temporary increase mn the financial covenant would be n effect from the date Houston Electnc delivers 1ts certification until the

earltest to occur of (1) the completion of the securttization financing, (1) the first anniversary of Houston Electric’s certification or (1) the revocation
of such certification

(3) Asdefined in the revolving credit facility agreement, excluding Secuntization Bonds
(4) Amended on June 16,2017 to extend the termimation date as noted above

Houston Electric was in compliance with all financial debt covenants as of December 31,2017
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Maturities Matunties of long-term debt, capital leases and sinking fund requirements are as follows

Houston
Electric (1) Securitization Bonds
(in millions)

2018 S 434§ 434
2019 458 458
2020 231 231
2021 613 211
2022 519 219

(1) These maturities include Secuntization Bonds principal repayments on scheduled payment dates

Liens Asof December31.2017, Houston Electnc’s assets were subject to liens securing approximately $102 nullion of first mortgage bonds Sinking or
improvement fund and replacement fund requirements on the first mortgage bonds may be satisfied by centification of property additions Sinking fund and
replacement fund requirements for2017,2016 and 2015 have been satsfied by certification of property additions The replacement fund requirement to be
satistied in 2018 is approximately $266 muillion. and the sinking fund requirement to be satisfied 1n 2018 1s approximately $1.6 million Houston Electnc
expects to meet these 2018 obligations by certification of property additions As of December 31, 2017, Houston Electric’s assets were also subject to liens
securing approxtmately $2.9 billion of general mortgage bonds, which are junior to the liens of the first mortgage bonds

(9) Income Taxes

The components of Houston Electric’s income tax expense (benefit) were as fotlows:

Year Ended December 31,
2017 2016 2015

(in millions)

Current income tax expense

Federal $ 70 $ 165 § 106
State 19 18 21
Total cumrent expense 89 183 127
Deferred income tax expense (benefit).
Federal 98) B4 18
Total deferred expense (benefit) 98) 34) 18
Total income tax expense (benefit) $ 9) $ 149 § 145

A reconciliation of mmcome tax expense (benefit) using the federal statutory mncome tax rate to the actual mcome tax expense and resulting effective
income tax rate 1s as follows

Year Ended December 31,

2017 2016 2015
(in millions)

Income before income taxes $ 424 $ 425 $ 406
Federal statutory income tax rate 35 % 35% 35%
Expected federal income tax expense 148 149 142
Increase (decrease) in tax expense resulting from

State income tax expense, net of federal income tax 12 12 14

Federal income tax rate reduction (158) — —

Other, net (1) (12) ()

Total (157) — 3

Total income tax expense (benefit) $ © 3 149 § 145
Effcctive tax rate 20 35% 36%
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In 2017, Houston Electric recognized a $158 million deferred tax benefit from the remeasurement of Houston Electrnic’s ADFIT liability as a result of the
enactment of the TCJA on December 22, 2017, which reduced the U S. corporate mncome tax rate from 35% to 21% For additional information on the 2017
impacts of the TCJA, please see the discussion following the deferred tax assets and habilities table below

The tax effects of temporary differences that give rise to signtficant portions of deferred tax assets and habilities were as follows

December 31,
2017 2016

(in millions)

Deferred tax assets:

Benefits and compensation $ 28§ 47
Asset retirement obligations 7 12
Regulatory liabilities 198 17
Other 3 4

Total deferred tax assets 236 80

Deferred tax hiabilities:

Property, plant, and cquipment 1,030 1,541
Regulatory assets 265 542
Total deferred tax liabilities 1,295 2.083
Net deferred tax liabilities $ 1059 § 2,003

Federal Tax Reform On December 22,2017, Prestdent Trump signed into law comprehensive tax reform legislation informally called The Tax Cuts and
Jobs Acts, or TCJA, which resulted 1n significant changes to federal tax laws effective January 1, 2018. The new legislation contains several key tax
provisions that will impact Houston Electric, including the reduction of the corporate income tax rate from 35% to 21% eftective January 1, 2018. The new
legislation also includes a variety of other changes, such as, a limitation on the tax deductibility of interest expense, acceleration of business asset expensing,
and reduction in the amount of éxecutive pay that may qualify for a tax deduction, among others. Several provisions of the TCJA are not generally
applicable to the public utility industry, including the linutation on the tax deductibtlity of interest expense and acceleration of business asset expensing

While the effective date of the rate change 1n the legislation is January 1, 2018, ASC 740 requires that deferred tax balances be adjusted in the period of
enactment to the rate in which those deferred taxes will reverse. The EDIT from the rate change resulted in an adjustment to income tax expense of $158
million and creation of a net regulatory liability of $829 million (includes $180 mullion gross-up) for the amount that 1s hikely to be retumed to ratepayers.
The $158 mullion benefit to mcome tax cxpense 1s for the remcasurement of Houston Electnic’s stranded costs related to the Sccuntization Bonds. The
amount and expected amortization of the net regulatory tax liability may differ from the $829 mullion estimate, possibly materially, due to, among other
things, regulatory actions, interpretations and assumptions Houston Electric has made. and any guidance that may be issued in the future. Houston Electric
will continuc to asscss the amount and expected amortization of the net regulatory tax hability as it has procecdings with regulators 1n future peniods For the
discussion of risks associated with the amount and expected flow through of EDIT by Houston Electnic, see “Management’s Narrative Analysis of Results of
Operations—Liquidity and Capital Resources—Regulatory Matters—Tax Reform™ in Item 7 of Part Il of this report.

Houston Electric is a member of the U S. federal consolidated income tax return of CenterPoint Energy. Houston Electric reports 1ts mncome tax provision
on a separate entity basis pursuant to a tax shanng agreement with CenterPoint Energy.

Uncertain Income Tax Posittons. Houston Electric reported no uncertain tax hability as of December 31,2017, 2016, and 2015. Houston Electric expects
no significant change to the uncertain tax hability over the next 12 months ending December 31,2018

Tax Audits and Settlements  Tax years through 2015 have been audited and settled with the IRS For the 2016 through 2018 tax years, CenterPoint
Encrgy 1s a participant in the IRS’s Compliance Assurance Process
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(10) Commitments and Contingencies
(a) Lease Commitments

Houston Electric currently has obligations under non-cancelable long-term operating leases of less than $1 mullion per year for the years 2018 to 2022
Total lease expense for all operating leases was less than $1 mullion 1n each of the years ended December 31,2017,2016 and 2015.

(b) Legal, Environmental and Other Matters

Legal Matters

Gas Market Mantpulation Cases. CenterPoint Energy. Houston Electric or their predecessor, Reliant Energy, and certain of their former subsidianes
have been named as defendants in certain lawsuits described below. Under a master separation agreement between CenterPoint Energy and a former
subsidiary, RRI, CenterPoint Energy and 1ts subsidiaries are entitled to be indemnified by RRI and 1ts successors for any losses, including certain attomeys’
fees and other costs, arising out of these lawsuits. In May 2009, RRI sold its Texas retail business to a subsidiary of NRG and RRI changed its name to RRI
Energy. Inc. In December 2010, Mirant Corporation merged with and became a wholly-owned subsidiary of RRI. and RRI changed its name to GenOn In
December 2012, NRG acquired GenOn through a merger in which GenOn became a wholly-owned subsidiary of NRG None of the sale of the retail business.
the merger with Mirant Corporation, or the acquisition of GenOn by NRG alters RRI's (now GenOn'’s) contractual obligations to indemnify CenterPoint

Energy and 1its subsidianes, including Houston Electric, for certain habilities, including their indemnification obligations regarding the gas market
manipulation litigation.

A large number of lawsuits were filed against numcrous gas market participants 1n a number of federal and western state courts 1n conncction with the
operation of the natural gas markets 1n 2000-2002 CenterPoint Energy and its affilhates have since been released or dismissed from all such cases. CES, a
subsidiary of CERC Corp , was a defendant in a case now pending in federal court in Nevada alleging a conspiracy to inflate Wisconsin natural gas prices 1n
2000-2002 On May 24, 2016. the district court granted CES’s motion for summary judgment, dismissing CES from the case. The plaintiffs have appealed
that ruling CenterPoint Energy and CES intend to continue vigorously defending against the plaintiffs’ claims. In June 2017, GenOn and various affiliates
filed for protection under Chapter 11 of the U.S Bankruptcy Code. In December 2017, GenOn recerved court approval of a restructuring plan and is expected
to emerge from Chapter 11 m mid-2018 CenterPoint Energy. CERC, and CES submutted proofs of claim 1n the bankruptcy proceedings to protect their
indemnity rights If GenOn were unable to meet its indemnity obligations or satisfy a hability that has been assumed in the gas market manipulation
litigation, then Houston Electrie, CenterPoint Energy or CERC could incur liability and be responsible for satisfying the liability. Houston Electric does not
expect the ultimate outcome of the case aganst CES to have a matenal adverse effect on 1ts financial condition, results of operations or cash flows.

Environmental Matters

Asbestos Some facilities owned by Houston Electric contain or have contained asbestos insulation and other asbestos-containing materials CenterPoint
Energy and 1ts subsidiaries, including Houston Electric, are from time to time named, along with numerous others, as defendants in lawsuits filed by a number
of individuals who claim injury due to exposure to asbestos, and CenterPoint Energy anticipates that additional claims may be asserted in the future
Although their ultimate outcome cannot be predicted at this ime, Houston Electric does not expect these matters, either individually or in the aggregate, to
have a matenial adverse effect on its financial condition, results of operations or cash flows

Orher Environmental From time to time, Houston Electnic 1dentifies the presence of environmental contamunants during its operations or on property
where 1ts predecessor companies have conducted operations  Other such sites mvolving contaninants may be dentified 1 the futurc. Houston Elcctric has
and expects to continue to remediate any identified sites consistent with its state and federal legal obligations From time to time, Houston Electric has
recerved notices, and may receive notices 1n the future, from regulatory authonties or others regarding 1ts status as a PRP in connection with sites found to
require remediation due to the presence of environmental contaminants In addition, Houston Electric has been, or may be, named from time to time as a
defendant 1n litigation related to such sites. Although the ultimate outcome of such matters cannot be predicted at this time, Houston Electric does not expect
these matters, etther individually or in the aggregate, to have a material adverse effect on 1ts financial condition. results of operations or cash flows.
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Other Proceedings

Houston Electnic is involved in other legal, environmental, tax and regulatory proceedings before various courts, regulatory comnussions and
govemmental agencies regarding matters ansing in the ordinary course of business From time to time, Houston Electric 1s also a defendant n legal
proceedings with respect to claims brought by vanous plaintiffs agamst broad groups of participants in the energy industry Some of these proceedings
mmvolve substantial amounts Houston Electric regularly analyzes current information and. as necessary, provides accruals for probable and reasonably
estimable hiabilities on the eventual disposition of these matters. Houston Electric does not expect the disposition of these matters to have a material adverse
cffect on 1ts financial condition, results of operations or cash flows

(11) Unaudited Quarterly Information

Summarized quarterly financial data 1s as follows:

Year Ended December 31. 2017

First Second Third Fourth
Quarter Quarter Quarter Quarter
(in millions)
Revenues § 638 S 752§ 843 § 763
Operating income 77 164 247 123
Net income (1) 18 75 130 210

Year Ended December 31, 2016

First Second Third Fourth
Quarter Quarter Quarter Quarter
(in millions)
Revenues $ 656 S 763 $ 909 §$ 731
Operating income 79 158 258 132
Net income 17 71 ' 136 52

(1) Net income for the fourth quarter 2017 includes a reduction mn income taxes of $158 mullion due to tax reform See Note 9 for further discusston ot
the impacts of tax reform implementation.

Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure
None.

Item 9A. Controls and Procediires

Disclosure Controls and Procedures

In accordance with Exchange Act Rules 13a-15 and 15d-135, we carried out an cvaluation, under the supervision and with the participation of
management, including our principal executive officer and principal financial officer, of the effectiveness of our disclosure controls and procedures as of the
end of the period covered by this report Based on that evaluation. our pnncipal executive officer and pnncipal financial officer concluded that our
disclosure controls and procedures were effective as of December 31,2017 to provide assurance that information required to be disclosed 1n our reports filed
or submutted under the Exchange Act is recorded. processed, summarized and reported within the time periods specified m the Securities and Exchange
Commission’s rules and forms and such nformation 1s accumulated and communicated to our management, mcluding our principal executive officer and
principal financial officer, as appropriate to allow timely decisions regarding disclosure

There has been no change 1n our intemal controls over financial reporting that occurred during the three months ended December 31, 2017 that has

matenally affected, or1s reasonably likely to matenally affect, our internal controls over financial reporting
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Management’s Annual Report on Internal Control over Financial Reporting

Our management 1s responstble for establishing and maintaining adequate internal control over financial reporting. Intemal control over financial
reporting 1s defined in Rule 13a-15(f) or 15d-15(f) promulgated under the Secunties Exchange Act of 1934 as a process designed by, or under the supervision
of, the company’s principal executive and principal financial officers and effected by the company’s board of directors, management and other personnel, to
provide reasonable assurance regarding the rehability of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles and includes those policies and procedures that:

s  Pertain to the maintenance of records that in reasonable detail accurately and fairly reflect the transactions and dispositions of the assets of the
company:

+  Provide reasonable assurance that transactions are recorded as necessary to permut preparation of financial statements in accordance with generally

accepted accounting principles, and that receipts and expenditures of the company are being made only 1 accordance with authonzations of
management and directors of the company, and

«  Provide reasonable assurance regarding prevention or timely detection of unauthonzed acquisition, use or disposition of the company'’s assets that
could have a material effect on the financial statements

Management has designed 1ts internal control over financial reporting to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements in accordance with accounting pnnciples generally accepted in the United States of Amenica Management’s
assessment mncluded review and testing of both the design effectiveness and operating effectiveness of controls over all relevant assertions related to all
significant accounts and disclosures 1n the financial statements

All internal control systems. no matter how well designed. have inherent limitations. Therefore, even those systems determined to be effective can
provide only rcasonable assurance with respect to financial statement preparation and presentation Projections of any evaluation of effectiveness to future
peniods are subject to the nsk that controls may become inadequate because of changes 1n conditions, or that the degree of compliance with the policies or
procedures may deteriorate.

Under the supenvision and with the participation of our management, including our principal executive officer and principal financial officer, we
conducted an evaluation of the effectiveness of our intemal control over financial reporting based on the framework n Inteinal Control — Integrated
Framework (2013) 1ssued by the Committee of Sponsoring Organizations of the Treadway Comumission Based on our evaluation under the framework n

Internal Control — Integrated Framework (2013), our management has concluded that our intemal control over financial reporting was effective as of
December 31,2017

This annual report does not include an attestation report of our independent registered public accounting firm regarding intemal control over financial
reporting. Management’s report was not subject to attestation by our independent registered public accounting firm pursuant to rules of the Securities and
Exchange Commission that permit us to provide only management’s report 1n this annual report
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Item 9B. Other Information

The ratio of eamings to fixed charges as calculated pursuant to SEC rules was2 98,2 88,2 72,2 57 and 2 67 for the years ended December 31,2017,
2016,2015,2014 and 2013, respectively.

PART I
Item 10. Directors, Executive Officers and Corporate Governance

The information called for by Item 10 1s omutted pursuant to Instruction 1(2) to Form 10-K (Omusston of Information by Certain Wholly-Owned
Subsidianecs)

Item 11. Executive Compensation

The information called for by Item 11 1s omitted pursuant to Instruction 1(2) to Form 10-K (Omussion of Information by Certain Wholly-Owned
Subsidianes).

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

The information called for by Item 12 1s omitted pursuant to Instruction 1(2) to Form 10-K (Omussion of Information by Certain Wholly-Owned
Subsidianes).

Item 13. Certain Relationships and Related Transactions, and Director Independence

The information called for by Item 13 1s omitted pursuant to Instruction 1(2) to Form 10-K (Omission of Information by Certain Wholly-Owned
Subsidianies)

Item 14. Principal Accounting Fees and Services

Aggregate fees billed to Houston Electric dunng the fiscal years ending December 31, 2017 and 2016 by its principal accounting firm, Deloitte &
Touche LLP, are set forth below.

Year Ended December 31,

2017 2016
Audit fees (1) S 819364 §$ 735,280
Audit-related fees (2) 516,000 598.000
Total audit and audit-related fees 1,335,364 1,333,280
Tax fees — —
All other fecs — —
Total fees $ 1335364 $ 1,333280

(1) For2017 and 2016, amounts mclude fees for services provided by the principal accounting firm relating to the integrated audit of financial
statements and intemal control over financial reporting, statutory audits. attest services, and regulatory filings

e .
Rl (2) For2017 and 2016, includes fees for consultations conceming financial accounting and reporting standards and various agreed-upon or cxpanded
procedures related to accounting records to comply with financial accounting or regulatory reporting matters.

Houston Electric 1s not required to have, and docs not have, an audit committce
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PART IV

Ttem 15. Exhibits and Financial Statement Schedules

(u)(1) Financial Statements
Report of Independent Registered Public Accounting Firm
Statements of Consolidated Income for the Three Years Ended December 31,2017
Statements of Consolidated Comprehensive Income for the Three Years Ended December 31,2017
Consolidated Balance Sheets as of December 31,2017 and 2016
Statements of Consolidated Cash Flows for the Three Years Ended December 31,2017
Statements of Consolidated Member’s Equity for the Three Years Ended December 31,2017
Notes to Consolidated Financial Statements

(@)(2) Financial Statement Schedules for the Three Years Ended December 31, 2017

Workpaper JO-10
Page 61

5
el

l,

(8]

!

4
L]

o
o

s
=

!

v
h

N [

The following schedules are omutted because of the absence of the conditions under which they are required or because the required information 1s

included (n the financial statements
LILIULIVand V
(a)(3) Exhibuts
See Index of Exhibits beginning on page 57
Item 16. Form 10-K Summary

None
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CENTERPOINT ENERGY HOUSTON ELECTRIC, LLC

EXHIBITS TO THE ANNUAL REPORT ON FORM 10-K
For Fiscal Year Ended December 31,2017

INDEX OF EXHIBITS
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Exhibits not incorporated by reference to a prior filing are designated by a cross (+), all exhibits not so designated are incorporated herein by reference to
apror filing as indicated

SEC File or
Exhibit Registration Exhihit
Number Description Report or Registration Statement Number Reference
3(a) Artictes of Conversion of Reliant Enoyov. Incorporated Form 8-K dated August 31, 2002 filed with the 1-3187 3(a)
SEC on September 3, 2002
3(b) Restated Certificate of Formation of CenterPoint Energy Quarterly Report on Form 10-Q for the quarterly 1-3187 3.1
Houston Electric. LLC (“Houston Electiie” period ended June 30. 2011
3(¢) Awmended and Restated Limited Liabihty Company Quarterly Report on Form 10-Q for the quarterly 1-3187 32
Agreement of Houston Electiie petiod ended June 30, 2011
4(a)(1) Mortgage and Deed of Trust, dated November 1, 1944 HL&P's Form S-7 filed on August 25, 1977 2-59748 2(b)
between Houston Lighting and Power Company (“HL&P™)
and Chase Bank of Texas. National Association (formerly,
South Texas Conunercial National Bank of Houston), as
Trustee, as amended and supplemented by 20 Supplemental
Indentures thereto
4(a)(2) Twenty-First through Fiftieth Supplemental Indentures to HL&P’s Form 10-K for the year ended 1-3187 4(a)(2)
Exhibit 4(a)(1) December 31, 1989
4(a)(3) Fifty-First Supplemental Indenture to Exhibit 4(a)(1) dated HL&P's Form 10-Q for the quarter ended June 30, 1-3187 4(a)
as of March 25, 1991 1991
4(a)($ Fifty-Second through Fifty-Fifth Supplemental Indentures to HL&P's Fonm 10-Q for the quarter ended March 1-3187 4
Exhibit H(a)(1) each dated as of March 1, 1992 31,1992
4(a)(5) Fifty-Sixth and Fifty-Seventh Supplemental Indentures to HL&P’s Form 10-Q for the quarter ended 1-3187 4
Exhibit 4(a)(1) each dated as of October 1. 1992 September 30. 1992
4(a)(6) Fifty-Eighth and Fifty-Nmth Supplemental Indentures to HL&P’s Form 10-Q for the quarter ended March 1-3187 4
Exlibit 4(a)(1) each dated as of March 1, 1993 31,1993
4(a)(7) Sixtieth Supplemental Indenture to Exhubit 4(a)(1) dated as HL&P's Form 10-Q for the quaiter ended June 30, 1-3187 4
of July 1, 1993 1993
4(a)(8) Sixty-First through Sixty-Third Supplemental Indentures to© HL&P"s Form 10-K for the ycar ended 1-3187 4(a)(8)
Exhibit 4(a)(1) each dated as of December 1, 1993 December 31. 1993
4(a)(9) Sixty-Fourth and Sixty-Fifth Supplemental Indentures to HL&P's Form 10-K for the year cnded 1-3187 4(a)(9)
Exhibit 4(a)(1) each dated as of July 1, 1995 December 31, 1995
b)) General Mostgage Indenture. dated as of October 10, 2002, Quarterly Report on Form 10-Q for the quarterly 1-3187 4)h
betw een CenterPomt Eneigy [louston Electrie, LLC and period ended September 30, 2002
JPMorgan Chage Bank. as Trustee
4(b)(2) Sccond Supplemental Indenture to Exiubit 4(b)(1) dated as Quarterly Report on Form 10-Q for the quarterly 1-3187 4013
of October 10, 2002 period ended September 30, 2002
’ &(b)(B) Third Supplemenial Indenture to Ealubit 4(bY(1), dawd as of  Quarterly Report on Form 10-Q for the quarterly 1-3187 40)H

October 10. 2002

period ended September 30, 2002
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SEC File or

Exhibit Registration Exhibit

Number Description Report or Registration Statement Number Reference

4b)d) Officer’s Certificutes dated October 10, 2002, sctune forth CenterPomt Energy. Inc ’s ("CNP’s”) Form 10-K 1-31447 Ac)10)
the form, terms and provisiens of the First thioush Eighth for the year ended December 31, 2003
Serigs of General Motteage Bonds

4bKS) Ninth Supplemental Indentuie to Exhibit 4¢h)(1), dated as of  CNP’s Form 10-K for the year ended 1-31447 4(e}10)
November 12, 2002 December 31, 2002

4b)6) Tenth Supplemental Indenture to Exlubit 4(b)}(1). dated a8 of  Form 8-K dated March 13, 2003 1-3187 41
March 18, 2003

4(b}7) Officer’s Certificate dated March 18, 2003 setung forth the Form 8-K dated March 13, 2003 1-3187 42
form, termy and provisions f the Tenth Senies and Eleventh
Sernies of General Moitgage Bonds

Hb)8) Lleventh Supplemental Indenture to Exhibit d(by( 1), Jated a5 Form 8-K dated May 16. 2003 1-3187 41
of May 232003

4(b) 9 Officer’s Certiticale dated May 23, 2003 setting foith the Form 8-K dated May 16, 2003 1-3187 42
form, tering and provisions of the Tw elfth Series of General
Mortgage Bonds

4(b)(10) Twenpeth Supplemental Indenture to Exlubit 4(by(1) dated Form 8-K dated January 6, 2009 1-3187 42
as of December 9. 200R

4(b)(11) Twentv-Second Supplemental Indenture to Exhibit 4(b)y(1) CNP’s Form 10-K for the year ended December 1-31447 4e)33)
dated as of Auyust 10). 2012 31,2012 .

4(b)(12) Officer’s Certficate, dated August 10. 2012 setung fogth the  CNP’s Form 10-K for the year ended December 1-31447 4(e)(34)
forny, terms and provisons of the Twenty-Second Senies of 31,2012
General Mortgage Bonds

4(b)13) Tw enty-Third Supplemental Indenture, dated as of March CNP’s Form 10-Q for the quarter ended March 31, 1-31447 410
17,2014, to the General Morteage Indenture, dated as of 2014
October 10, 2002, between Houston Eleetrie and the Trustec

4(b)(14) Officer's Ceruficate, dated as of March 17, 2014, setting CNP’s Form 10-Q for the quarter ended March 31, 1-31447 411
forth the form, terms and provisions of the Tw enty- [ hird 2014
Serics of General Mottgage Bonds

4(b)(15) Twenty -Fourth Supplemental Indenture, dated as of May [8, CNP's Form 10-Q for the quarter ended June 30, 1-31447 4.5
2016, to the General Mortgage Indenture, dated as of 2016
Qctober 10, 2002, between Houston Electiic and the Trustes

4(b)(16) Qfficer’s Certificate. dated as of May 18, 2016, setng torth  CNP’s Form 10-Q for the quarter ended June 30, 1-31447 46
the form, terms and provistons ot the Twenty-Fifth Series of 2016
General Morteage Bonds

4bY17y Twenty-Filth Supplemental Indenture, dated as of August CNP’s Form 10-Q for the quarter ended September 1-31447 43
11,2016 tw the General Mortgage Indenture, dated as of 30,2016
October 10. 2002, between Houston Clectric and the Trustes

4(b)(18) Officer’s Ceruficate. dated as of August 11. 2016 setting CNP’s Form 10-Q for the quarter ended September 1-31447 46
forth the foum. terms and provisions of the Tw enty-Sixth 30, 2016
Scrnes of General Morteage Bonds

4(b)(19) Twenty-Snvih Supplemental Indenture, dated us of January CNP’s Form 10-K for the year ended December 1-31447 4(e)4l)

12,2017, to the General Mortsage Indentute. dated as ot
October 10, 2002, between Houston Electric and the Trustee

31,2016
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SEC File or
Exhibit Registration Exhibit
Number Description Report or Registration Statement Number Reference
4(b)(20) Officer’s Certficate, dated as of January 12, 2017, scttng, CNP’s Form [0-K for the year ended December 1-31447 4(c)(42)
fouth the form, termy and provisions of the Twentv-Seventh 31, 2016
Seues of Gieneral Mortgace Bouds
4Ny $300 000.000 Credit Agreement dated as of March 3. 2016  CNP’s Form 8-K dated Maich 3, 2016 1-31447 42
among Houston Electiic, as Bonnower, and the banks named
therein
4(c)(2) Eirst Amendment to Credit Agreement. dated as ot June 16 Form 8-K dated June 16,2017 1-3187 42

2017, among Houston Llectiie, as Borrow er, and the banks
named therein

Pursuant to Item 601(b)(4)(1i1)(A) of Regulation S-K, Houston Electric has not filed as exhibits to this Form 10-K certain long-term debt instruments.
including indentures, under which the total amount of secunties authonzed does not exceed 10% of the total assets of Houston Electric and its subsidiaries

on a consolidated basis. Houston Electric hereby agrees to fumnish a copy of any such instrument to the SEC upon request.

SEC File or

Exhibit Registration Exhibit
Number Description Report or Registration Statement Number Reference
10 City of Houston Franchiye Ordinance CNP’s Form 10-Q for the quarter ended June 30, 1-31447 101
2005

+12 Computation of Ratios of Emnings to Fixed Chaiges
+23 Consent of Deloitte & Touche LLP
+311 Rule 13a-14a)15d-14a) Certitication of Scott M

Prochazka
+312 Rule I3a-14(a) 15d-14(a) Certification of Willam D Rogers
+321 Section 1330 Certufication of Scoit M. Prochazka
+322 Section 1350 Certification of Wilham D Rogers
+101 INS XBRL Instance Document
+101 SCH XBRL Taxonomy Extension Schema Document
+101.CAL XBRL Taxonomy Extension Calculation Linkbase

Document
+101 DEF XBRL Taxonomy Extenston Definition Linkbase Document
+101 LAB XBRL Taxonomy Extension Labels Linkbase Document
+101 PRE XBRL Taxonomy Extension Piesentation Linkbase

Document
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Secunties Exchange Act of 1934, the registrant has duly caused this report to be signed on 1ts
behalfby the undersigned, thereunto duly authorized, in the City of Houston. the State of Texas. on the 22nd day of February, 2018

CENTERPOINT ENERGY HOUSTON ELECTRIC, LL.C
(Registrant)

By: /sf SCOTT M. PROCHAZKA
Scott M Prochazka
Manager

Pursuant to the requirements of the Secunties Exchange Act of 1934, this report has been signed below by the following persons on behalf of the
registrant and 1n the capacitics indicated on February 22,2018

Signature Title
/s/ SCOTT M. PROCHAZKA Manager and Chairman

(Scott M. Prochazka) (Pnncipal Executive Officer)
/s/ WILLIAM D ROGERS Executive Vice President and Chief Financial Officer

(William D. Rogers) (Principal Financial Officer)
/s/ KRISTIE L COLVIN Senior Vice President and Chief Accounting Officer

(Knstic L. Colvin) (Principal Accounting Officer)
60
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Exhibit 12

CENTERPOINT ENERGY HOUSTON ELECTRIC, LLC AND SUBSIDIARIES
(AN INDIRECT WHOLLY OWNED SUBSIDIARY OF CENTERPOINT ENERGY, INC.)

COMPUTATION OF RATIOS OF EARNINGS TO FIXED CHARGES

Year Ended December 31,

2017 2016 2015 2014 2013 (1)
(in millions)
Income before extraordinary item 3 433  § 276§ 261§ 252§ 269
Income taxes 9) 149 145 131 146
Capitalized interest ©6) (6) 8) (10) (10)
418 419 398 373 405

Fixed charges, as defined:

Interest 205 217 223 227 232
Capitalized interest 6 6 8 10 10
Interest-component of rentals charged to operating expense — — — . — —
Total fixed charges 211 223 231 237 242
Earnings, as defined 3 629 § 642 § 629 8 610 8 647
Ratio of eamings to fixed charges 298 288 2.72 257 267

(1) Excluded from the computation of fixed charges for the year ended December 31, 2013 1s interest income of less than S1 mullion, which is included
1N INCome tax cxpense

(2) Net income for the year ended December 31, 2017 includes a reduction 1n income taxes of $158 mullion due to tax reform. See Note 9 for further
discussion ofthe impacts of tax reform implementation

00000576



Public Utility Commussion of Texas Workpaper JO-10
Docket No 49421 Page 67

Exhibit 23

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in Registration Statement No. 333-215833-01 on Form S-3 of our report dated
February 22, 2018, relating to the consolidated financial statements of CenterPoint Energy Houston Electric, LLC and subsidiaries
appearing n this Annual Report on Form 10-K of CenterPoint Energy Houston Electric, LLC for the year ended December 31, 2017.

/s/ DELOITTE & TOUCHE LLP

Houston, Texas
February 22, 2018
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Exhibit 31.1

CERTIFICATIONS
I, Scott M Prochazka, certify that
1. I'have reviewed this annual report on Form 10-K of CenterPoint Energy Houston Efectne, LLC,
2 Based on my knowledge, this report does not contain any untrue statement of a materal fact or omut to state a material fact necessary to

make the statcments made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3 Based on my knowledge. the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of. and for, the periods presented 1n this report,

4 The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined 1in Exchange Act Rules 13a-15(e) and 15d-15(e)} and intemal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-
15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision,
to ensure that matenal information relating to the registrant, including its consolhidated subsidianes, 1s made known to us by others within
those entities, particularly during the pennod 1n which this report 1s being prepared,

%) Designed such intemal control over financial reporting. or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
extemal purposes tn accordance with generally accepted accounting principles,

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclustons about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed 1n this report any change 1n the registrant’s intemal control over financial reporting that occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth fiscal quarter 1n the case of an annual report) that has matenally affected, or 1s reasonably likely
to matenally affect, the registrant’s internal control over financial reporting, and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit commuttee of the registrant’s board of directors (or persons performing the equivalent functions).

(a) All significant deficiencics and matenial weaknesses 1n the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summanze and report financial information; and

(b) Any fraud, whether or not matenal, that inyvolves management or other employees who have a significant role tn the registrant’s internal
control over financial reporting.

Date’ February 22,2018

/s/ Scott M. Prochazka
Scott M. Prochazka
Chairman (Principal Executive Officer)
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Exhibit 31.2

CERTIFICATIONS
1. William D. Rogers, certify that:
1. [ have reviewed this annual report on Form 10-K of CenterPoint Encrgy Houston Electnie, LLC,
2 Based on my knowledge, this report docs not contain any untrue statemen; of a matenal fact or omit to state a matenal fact necessary to

makc the statements made, 1n ight of the circumstances under which such statements were made, not nusleading with respect to the period covered by this
report,

3. Based on my knowledge. the financial statements, and other tinancial information included 1n this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of. and for. the penods presented 1n this report,

4. The registrant’s other certitying otficer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined 1n Exchange Act Rules 13a-15(e) and 15d-15(e)) and intemal contro! over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-
15(f)) for the registrant and have.

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision,
to ensure that matenal information relating to the registrant, including its consolidated subsidianes. 1s made known to us by others within
those entities, particularly during the period in which this report 1s bewng prepared.

(b) Destgned such intemal control over financial reporting, or caused such intemal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

©) Evaluated the cffectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed 1n this report any change in the registrant’s intemmal control over financial reporting that occurred dunng the registrant’s most
recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has matenally affected, or 1s reasonably likely
to matenally affect, the registrant’s intemal control over financial reporting. and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of mtemal control over financial
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions)

(a) All significant deficiencies and material weaknesses 1n the design or operation of intemal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summanze and report financial information, and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.

Date February 22,2018

/s/ Willlam D Rogers
Willlam D Rogers
Executive Vice President and Chief Financial Officer
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Exhibit 32.1

CERTIFICATION PURSUANT TO
18 USC SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of CenterPoint Energy Houston Electric, LLC {the “Company™) on Form 10-K for the year ended December 31, 2017
(the “Report”), as filed with the Sccuritics and Exchange Commisston on the date hercof, I, Scott M. Prochazka, Chairman (Principal Exccutive Officer).
certify, pursuant to 18 US C Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, to the best of my knowledge, that

1 The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended: and

2. The information contamed 1 the Report fairly presents, in all matenal respects, the financial condition and results of operations of the Company

/s/ Scott M. Prochazka

Scott M. Prochazka

Chairman (Principal Executive Officer)
February 22,2018
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Exhibit 32 2

CERTIFICATION PURSUANT TO
18 USC SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of CenterPoint Energy Houston Electrnie, LLC (the “Company ™) on Form 10-K for the year ended December 31,2017

(the “Report”), as filed with the Secunties and Exchange Commussion on the date hercof, I, William D Rogers, Chicf Financial Officer, certify, pursuant to 18
U S C Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, to the best of my knowledge. that

1 The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended: and

-

2. The information contained in the Report fairly presents, 1n all material respects, the financial condition and results of operations of the Company.
/s/ William D Rogers
William D. Rogers

Executive Vice President and Chief Financial Officer
February 22,2018
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SELECTION CRITERIA FOR COMPARABLE COMPANIES AND EARNINGS GROWTH

Ticker Market Cap." |LTD/Capital" 2| S&P Rating® Earnings Growth
Symbol Company (Millions) VL' Zacks® Average|
1| LNT jAlliant Energy Corp. $10,835 53.3% A- 6.50% 5.40% 5.95%
2| AEE |Ameren Corporation $17,386 50.3% BBB+ 6.50% 6.20% 6.35%
3] AEP [American Electric Power Company, Inc. (AEP) $39,968 53.2% A- 4.00% 5.70% 4.85%
4 BKH |Black Hills Corporation $4,319 57.5% BBB+ 6.00% 4.80% 5.40%
5/ ED |Consolidated Edison, Inc. $24,163 48.9% A- 3.00% 2.00% 2.50%
6/ DTE |DTE Energy Company $22,333 54.2% BBB+ 5.00% 6.00% 5.50%
7| DUK |Duke Energy Corporation $63,090 54.0% A- 5.50% 5.00% 5.25%
8| EE |El Paso Electric Company $2,435 52.5% BBB 4.50% 4.10% 4.30%
9| ES |Eversource Energy $21,963 51.2% A+ 5.50% 5.60% 5.55%
10 EXC |Exelon Corporation $45,730 52.2% BBB+ 7.50% 4.10% 5.80%
11| FTS |[Fortis Inc. $20,371 58.8% A- 5.50% 4.90% 5.20%
12| IDA {IDACORP, Inc. $4,911 43.6% BBB 3.50% 3.80% 3.65%
13| NEE |NextEra Energy, Inc. $85,156 52.7% A- 9.00% 7.70% 8.35%
14] NWE [NorthWestern Corporation $3,481 52.2% BBB 3.00% 2.50% 2.75%
15 OGE [OGE Energy Corp. $8,399 42.0% BBB+ 6.50% 4.60% 5.55%
16| OTTR |Otter Tail Corporation $1,995 44.7% BBB 5.00% 7.00% 6.00%
171 PNW |Pinnacle West Capital Corporation $10,566 47.0% A- 5.00% 5.00% 5.00%
18| POR |Portland General Electric Company $4,519 46.5% BBB+ 4.50% 4.10% 4.30%
19| PEG |Public Service Enterprise Group Incorporated $27,749 46.6% BBB+ 4.50% 6.30% 5.40%
20 WEC [WEC Energy Group, Inc. $24,053 50.4% A- 6.00% 4.40% 5.20%
21| XEL {Xcel Energy Inc. $28,210 56.4% A- 5.50% 5.90% 5.70%
Averages $22,459 50.87% 5.33% 5.00% 5.17%

Sources. 'Value Line Investment Report. Electric Utility East (February 15, 2019), Electric Utiity Central (March 15,2019), and Electric Utiity West (April 26, 2019).

00000583

2 Most recent capital structure from Value Line Investment Report. Electric Utiity East (as of 2017), Electric Utiity Central (as of 2018), and Electnc Utllity West (as of 2018)
% |ssuer Credit Rating from S&P Global Ratings, retneved on April 23, 2019, from S&P Global Market Inteligence (www.snl.com)
* Zacks Investment Research, retrieved on April 22, 2019, from www.zacks.com/stock/quote/
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AVERAGE STOCK PRICE
Ticker 12-week 12 11 10 9 8 7 6 5 4 3 2 1
Symbol Company Average | 4/22/2019 4/15/2019( 4/8/2019 | 4/1/2019 | 3/25/2019 [ 3/18/2019( 3/11/2019| 3/4/2019 | 2/25/2019| 2/18/2019| 2/11/2019 2/4/2019
1 LNT Alhant Energy Corp $46.34 | $46.68 $45.98 $46.81 $46.74 $47.13 $47 55 $47 40 $46.25 $45.87 $45.68 $44.98 $45.00
2 AEE Ameren Corporation $71.61 | $71.99 $70.48 $71.98 $72 39 $73.55 $73.75 $72 56 $71.23 $70.47 $71.71 $69 22 $70.01
3 AEP American Electric Power Compar| $82.59 $84 02 $83 01 $84 15 $83.57 $83.75 $85 14 $83 81 $81.95 $81.40 $81 72 $79.27 $79 34
4 BKH Black Hilis Corporation $72.00 $71.96 $71 32 $72.92 $73 84 $74.07 $72.87 $73.02 $72.81 $71.95 $71.19 $69.14 $68.93
5 ED Consolidated Edison, inc. $83.03 $84.32 $83.61 $84.55 $84.81 $84.81 $84.91 $84.84 $83 82 $82.66 $82.10 §77.77 $78.19
6 DTE DTE Energy Company $122.66 | $124.04 | $123.21 $124 42 $12398 $124.74 | $124.89 | $12304 | $12226 | $121.97 | $122.78 | $11890 | $11766
7 DUK Duke Energy Corporation $89.73 | $8968 $89 14 $90.45 $90.53 $90.00 $90.70 $90.65 $90.20 $89.53 $89.91 $86.60 $89.36
8 EE El Paso Electric Company $57.46 $59.80 $58.90 $60 40 $60.03 $58 82 $57.55 $58.24 $58 09 $56.74 $54.67 $53.06 $53 22
9 ES Eversource Energy $70.35 $70.86 $69 96 $70.68 $71.08 $70.95 $71.69 $71.73 $69.15 $69.20 $69.76 $69.66 $69.51
10 EXC Exelon Corporation $49.20 $50.07 $49 40 $49.70 $49.90 $50 13 $50.28 $50 00 $48.78 $48.54 $48 37 $47.90 $47 36
11 FTS Fortis Inc. $36.41 | $36.63 $37 29 $37.50 $37.24 $36.99 $37 01 $36.68 $35.92 $35.54 $35.63 $34 84 $3568
12 IDA IDACORP, Inc $98.90 $98.04 $97 09 $98.81 $99 24 $99.54 $100.02 $99.54 $100.34 $98.92 $99.42 $97.89 $97.91
13 NEE NextEra Energy, Inc. $188.78 | $19006 | $189.36 | $19085 | $190.08 | $193.32 | $193.93 | $191.24 | $188.70 | $186.31 | $186.88 | $182.82 | $181.79
14 NWE NorthWestern Corporation $68.59 $68.77 $68.24 $69 66 $70.70 $70 41 $70.65 $70.16 $69 60 $68.49 $66 86 $65 01 $64.48
15 OGE OGE Energy Corp. $42.09 $42.02 $41 43 $41.80 $42.70 $42 75 $42 74 $4274 $42 01 $42.07 $42.42 $41.52 $40.91
16 OTTR Otter Tail Corporation $50.07 $50.70 $50 50 $50.57 $50 18 $49.82 $48.58 $50 13 $50.43 $50.63 $49.94 $49.88 $49.54
17 PNW Pinnacle West Capital Corporatio| $93.81 $94 80 $94.07 $95.31 $94.64 $95.58 $96.72 $96.15 $93.16 $9278 $93 22 $89.96 $89.38
18 POR Portland General Electric Compal $50.74 | $51 19 $50.26 $51.76 $51.83 $51 84 $51.38 $51 97 $51.13 $49.97 $50.10 $48 59 $48.92
19 PEG Public Service Enterprise Group || $58.44 $58 70 $58 87 $59 89 $59 70 $59 41 $59.63 $59.73 $58.41 $58 78 $56.84 $55 87 $55.44
20 WEC WEC Energy Group, Inc. $77.03 $77.05 $76.29 $77.82 $78.22 $79.08 $79 33 $78.88 $77.00 $76 03 $76.64 $7388 $74 13
21 XEL Xcel Energy Inc $55.16 $55.41 $54.68 $55.87 $55 71 $56 21 $57.07 $56 10 $55.27 $54 53 $54.87 $53.08 $53.10

" Stock Prices are adjusted by Yahoo Finance to reflect the effects of the date when the next dvidend is expected to be paid

00000584



Public Utility Commission of Texas

Docket No. 49421

Workpaper JO-11

FORECASTED DIVIDENDS
Ticker . Growth Rate' Next Four Quarters Total Stock Price |Dividend
Symbol Company (Attach. JO-2)| Next 2nd 3rd 4th Proj. D ; |(Attach. JO-3)| Yield
LNT |Alliant Energy Corp. 5.95% $0.3550 $0.3550 $0.3550 $0.3761| $1.44 $46.34 3.11%
AEE |Ameren Corporation 6.35% $0.4750 $0.4750 $0.5052 $0.5052| $1.96 $71.61 2.74%
AEP |American Electric Power 4.85% $0.6700 $0.6700 $0.7025 $0.7025| $2.74 $82.59 3.32%
BKH |Black Hills Corporation 5.40% $0.5050 $0.5050 $0.5323 $0.5323| $2.07 $72.00 2.88%
ED [Consolidated Edison, In¢  2.50% $0.7400 $0.7400 $0.7400 $0.7585| $2.98 $83.03 3.59%
DTE |DTE Energy Company 5.50% $0.9450 $0.9450 $0.9450 $0.9970| $3.83 $122.66 3.12%
DUK [Duke Energy Corporatio 5.25% $0.9275 $0.9762 $0.9762 $0.9762 $3.86 $89.73 4.30%
EE |El Paso Electric Comparl  4.30% $0.3755 $0.3755 $0.3755 $0.3755| $1.50 $57.46 2.61%
ES [Eversource Energy 5.55% $0.5350 $0.5350 $0.5350 $0.5647| $2.17 $70.35 3.08%
EXC |Exelon Corporation 5.80% $0.3625 $0.3625 $0.3625 $0.3835| $1.47 $49.20 2.99%
FTS |Fortis Inc. 5.20% $0.4500 $0.4500 $0.4734 $0.4734 $1.85 $36.41 5.07%
IDA |IDACORP, Inc. 3.65% $0.6300 $0.6300 $0.6530 $0.6530 $2.57 $98.90 2.59%
NEE |NextEra Energy, Inc. 8.35% $1.2027 $1.2027 $1.2027 $1.3031| $4.91 $188.78 2.60%
NWE [NorthWestern Corporatit  2.75% $0.5750 $0.5750 $0.5750 $0.5908| $2.32 $68.59 3.38%
OGE |OGE Energy Corp. 5.55% $0.3650 $0.3650 $0.3853 $0.3853| $1.50 $42.09 3.56%
OTTR [Otter Tail Corporation 6.00% $0.3500 $0.3500 $0.3500 $0.3710| $1.42 $50.07 2.84%
PNW |Pinnacle West Capital C 5.00% $0.7375 $0.7375 $0.7744 $0.7744 $3.02 $93.81 3.22%
POR |Portland General Electri 4.30% $0.3625 $0.3781 $0.3781 $0.3781 $1.50 $50.74 2.95%
PEG |Public Service Enterprisg 5.40% $0.4743 $0.4743 $0.4743 $0.4999 $1.92 $58.44 3.29%
WEC |WEC Energy Group, Inc 5.20% $0.5900 $0.5900 $0.5900 $0.6207 $2.39 $77.03 3.10%
XEL (Xcel Energy Inc. 5.70% $0.4050 $0.4050 $0.4050 $0.4281] $1.64 $55.16 2.98%

" The growth rate is applied to the quarterly dividend during the period when dividends have historically increased.
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This file presents data that supplement CBO's January 2019 report The Budget and Economic Outlook 2019 to 2029

www cbo gov/publication/54 918
Contents

1 January 2019 Baseline £ conomic Forecast—Data Release (Quarterly)
2 January 2019 Baseline E conomic Forecast—Data Release (Calendar Year)
3 January 2018 Baseline E.conomic Forecast—2ata Release (Fiscal Year)
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Units 2017Q1 2017Q2 2017Q3 2017Q4 2018Q1 2018Q2
Output
Gross Domestic Product (GDP) Billions of dollars 19163 19359 19588 19832 20041 20412
Percentage change, annual rate 3.9 42 . 48 5.1 4.3 7.6
Gross National Product (GNP) Billions of dollars 19395 19575 19843 20103 20310 20679
Percentage change, annual rate 3.6 3.8 5.6 53 42 7.5
Potential GDP Billions of dollars 19366 19503 19691 19899 20090 20341
Percentage change, annual rate 3.7 29 3.9 4.3 3.9 5.1
Real GDP Billions of 2012 dollars 17863 17995 18121 18224 18324 18512
Percentage change, annual rate 1.8 3.0 2.8 23 2.2 4.2
Real GNP Billions of 2012 dollars 18088 18204 18364 18481 18582 18766
Percentage change, annual rate 1.5 2.6 36 2.6 2.2 4.0
Real Potential GDP Billions of 2012 dollars 18060 18134 18210 18288 18372 18463
Percentage change, annual rate 1.6 1.6 1.7 1.7 1.9 2.0
Real Gross Value Added: Nonfarm Business Billions of 2012 dollars 13518 13646 13767 13868 13958 14129
Percentage change, annual rate 1.9 3.8 3.6 3.0 2.6 5.0
Prices
Price Index, Personal Consumption Expenditures (PCE) 2012=100 1055 105.7 1062 106.9 107.5 108.1
Percentage change, annual rate 21 0.8 1.6 27 25 2.0
Price Index, PCE, Excluding food and energy 2012=100 107.4 107.7 1081 108.7 109.2 109.8
Percentage change, annual rate 16 1.3 1.4 2.1 2.2 2.1
Consumer Price Index, Ali Urban Consumers (CPI-U) 1982-84=100 2439 2440 2453 247.3. 2494 2505
Percentage change, annual rate 3.0 0.1 21 33 3.5 1.7
CPI-U, Excluding Food and Energy 1982-84=100 250.9 2514 2525 2539 2557 256.9
Percentage change, annual rate 2.2 08 1.8 22 3.0 1.8
Chained CPI-U Dec 1999=100 138.3 1389 1393 1397 140.8 1422
Percentage change, annual rate 2.8 1.8 1.0 1.2 3.2 4.0
GDP Price Index 2012=100 107.2 1076 108.1 108.8 109.3 110.2
Percentage change, annual rate 20 1.2 22 25 20 3.0
Employment Cost Index (ECI), Private Wages and Salanes = December 2005=100 128.3 129.0 1300 130.7 132.0 1328
Percentage change, annual rate 3.5 2.2 3.1 22 4.0 2.4
Refiners' Acquisition Cost of Crude Qil, imported Dollars per barrel 48.0 46.2 47.6 551 58.0 64.7
Price of Crude Qil, West Texas Intermediate (WTI) Dollars per barrel 51.8 48.2 48 2 55.4 62.9 68.0
Price of Natural Gas, Henry Hub Dollars per MMBtu 3.0 3.0 29 29 3.0 2.8
FHFA House Price Index, Purchase Only 1991Q1=100 239.1 2434 2475 2518 256.7 2599
Nominal Exchange Rate Index (Export Weighted) 1970Q1=100 195.0 190.7 1834 1853 1805 1851
Labor
Unemployment Rate, Civilian, 16 Years or Older Percent 47 4.3 43 441 4.1 3.9
Labor Force, Civilian, 16 Years or Older Millions 160 160 161 161 162 162
Percentage change, annual rate 0.8 0.1 17 -0.5 2.8 0.3
Labor Force Participation Rate, 16 Years or Older Percent 62.9 62.8 62.9 62.7 62.9 62.8
Potential Labor Force Participation Rate Percent 63.2 63.2 63.1 63.1 63.0 63.0
Employment, Civilian, 16 Years or Older (Household Survey) Millions 153 153 154 154 155 155
Percentage change, annual rate 1.2 1.5 1.8 04 2.7 1.2
Employment, Total Nonfarm (Establishment Survey) Millions 146 146 147 147 148 149
Percentage change, annual rate 16 1.3 1.5 15 1.7 1.7
Labor Productivity Index (Nonfarm Business Sector) 2012=100 103 104 104 104 104 105
Percentage change, annual rate 0.4 1.6 23 -0.3 0.3 3.0
Hours of All Persons (Nonfarm Business Sector) 2012=100 1086 109.2 1096 1105 1111 1117
Percentage change, annual rate 1.5 22 1.3 3.3 23 2.0
Population
Noninstitutional Population, Civilian, 16 Years or Older Millions 254 255 255 256 257 257
Percentage change, annual rate 05 0.8 0.9 09 1.6 0.8
Households (Total Occupied Housing Units) Millions 120 120 120 121 1214 121
Interest Rates
10-Year Treasury Note Percent 2.4 2.3 2.2 2.4 2.8 2.9
3-Month Treasury Bill Percent 0.6 09 1.0 1.2 1.6 1.8
Federal Funds Rate Percent 0.7 1.0 1.2 1.2 1.4 1.7
Income
Income, Personal Billions of dollars 16604 16721 16895 17103 17319 17467
Percentage of GDP 86.7 86.4 86.3 86.2 86.4 85.6
Compensation of Employees, Paid Billions of dollars 10249 10340 10471 10569 10710 10783
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Wages and Salaries

Nonwage Income

Proprietors' income, farm, with IVA & CCAdj

Proprietors’ income, nonfarm, with IVA & CCAdj

income, rental, with CCAd)
Interest income, personal
Dividend income, personal

Profits, Corporate, With IVA & CCAdj

Profits, Corporate, Domestic, With IVA & CCAdj

Components of GDP (Nominal)
Personal Consumption Expenditures

Gross Private Domestic Investment
Nonresidential fixed investment
Residential fixed investment

Change in private inventories

Percentage of GDP
Billions of doliars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP

Billions of dollars
Percentage change, annual rate
Billions of dollars
Percentage change, annual rate
Billions of dollars
Percentage change, annual rate
Billions of dollars
Percentage change, annual rate
Billions of dollars

Government Consumption Expenditures and Gross Investmen Billions of dollars

Federal
State and local

Net Exports of Goods and Services
Exports

Imports
Memorandum: Balance on Current Account

Components of GDP (Real)
Personal Consumption Expenditures

Gross Private Domestic Investment
Nonresidential fixed investment
Residential fixed investment

Change in private inventories

Percentage change, annual rate
Billions of dollars
Percentage change, annual rate
Billions of dollars
Percentage change, annual rate
Bilions of dollars
Billions of dollars
Percentage change, annual rate
Billions of dollars
Percentage change, annual rate
Billions of dollars

Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars

Government Consumption Expenditures and Gross Investmen Billions of 2012 dollars

Federal
State and local

Net Exports of Goods and Services
Exports

imports

Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annual rate
Biflions of 2012 dollars
Percentage change, annual rate
Billions of 2012 doliars
Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annual rate

63.5
8325
43.4
4802
251
42
0.2
1433
75
719
3.8
1524
80
1084
57
2056
10.7
1623
8.5

13114
39
3279
6.5
2525
10.2
746
14.4
8
3346
2.9
1252
2.7
2094
30
577
2294
8.9
2871
9.6
-462

12428
1.8
3129
49
2487
9.6
614
111
-2
3130
-0.8
1190
00
1938
-1.2
-846
2413
5.0
3259
4.8

53.4
8396
43.4
4830
250
42
0.2
1454
75
724
3.7
1491
7.7
1120
5.8
2090
10.8
1670
8.6

13233
3.7
3338
7.4
2577
84
744
07
17
3360
1.6
1264
3.8
2096
0.4
572
2316
3.9
2888
25
-508

12516
2.9
3172
57
2531
7.3
605
-55
12
3130
0.1
1197
24
1931
-1.3
-844
2435
3.6
3279
2.5

53.5
8507
434
4855
248
36
02
1471
7.5
732
3.7
1500
7.7
1115
57
2101
10.7
1641
8.4

13359
3.9
3414
9.4
2607
4.8
752
4.0
55
3372
1.5
1264
-0.1
2109
24
-657
2358
7.5
2016
38
-435

12585
2.2
3240
8.8
2552
3.4
605
-0.5
64
3122
-1.0
1193
-1.3
1927
-0.9
-846
2456
3.5
3302
2.8

gpapgs -

8588
43.3
4964
25.0
35
0.2
1491
7.5
745
3.8
1577
8.0
1116
5.6
2151
10.8
1668
8.4

13579
6.8
3441
3.3
2643
5.6
777
14.5
22
3419
57
1281
54
2139
5.8
-608
2432
13.1
3040
18.2
-485

12706
3.9
3246
0.8
2583
4.9
621
1.2
16
3140
2.4
1205
4.1
1934
1.4
-899
2496
6.6
3395
11.8

8711
43.5
5019
250
35
0.2
1515
76
749
3.7
1598
8.0
1122
5.6
2177
10.9
1691
8.4

13680
3.0
3544

12.4-

2720
12.3
787
5.1
36
3457
45
1295
4.5
2162
4.5
-639
2477
7.7
3117
10.5
-514

12723
0.5
3321
9.6
2654
11.5
615
-3.4
30
3152
1.5
1213
26
1938
0.9
-902
2518
3.6
3420
3.0

52.8
8771
430
5070
24.8
37
0.2
1532
75
754
3.7
1607
7.9
1141
5.6
2242
11.0
1760
8.6

13876
5.9
3580
4.1
27N
10.9
799
59
-10
3507
5.9
1313
5.7
2194
6.0
-650
2569
15.6
3119
0.2
-424

12842
3.8
3317
-0.5
2710
8.7
613
-1.4

3172
2.5
1224
3.6
1947
1.8
-841
2574
9.3
3415
-0.6

Source: Congressional Budget Office.

Actual values reflect data released as of early December 2018. Forecast values are shaded.
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CCAdj = capital consumption adjustment; FHFA = Federal Housing Finance Agency, IVA = inventory valuation adjustment; MMBtu = 1 million British ther
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January 2019 Baseline Economic Forecast—Data Release (Quarterly)

Workpaper JO-11

Units

2018Q3 2018Q4 2019Q1 2019Q2 2019Q3 2019Q4

Output
Gross Domestic Product (GDP)

Gross National Product (GNP)
Potentiat GDP
Real GDP
Real GNP
Real Potential GDP
Real Gross Value Added: Nonfarm Business
Prices
Price Index, Personal Consumption Expenditures (PCE)
Price Index, PCE, Excluding food and energy
Consumer Price Index, All Urban Consumers (CPI-U)
CPI-U, Excluding Food and Energy
Chained CPI-U

GDP Price Index

Employment Cost Index (EC1), Private Wages and Salaries

Refiners' Acquisition Cost of Crude Oil, Imported
Price of Crude Oil, West Texas Intermediate (WT))
Price of Natural Gas, Henry Hub

FHFA House Price Index, Purchase Only

Nominal Exchange Rate Index (Export Weighted)

Labor
Unemployment Rate, Civilian, 16 Years or Older
Labor Force, Civlian, 16 Years or Older

Labor Force Participation Rate, 16 Years or Older
Potential Labor Force Participation Rate

Employment, Civilian, 16 Years or Older (Household Survey)

Employment, Total Nonfarm (Establishment Survey)
Labor Productivity Index (Nonfarm Business Sector)
Hours of All Persons (Nonfarm Business Sector)
Population
Noninstitutional Population, Civilian, 16 Years or Older
Households (Total Occupied Housing Units)
Interest Rates
10-Year Treasury Note
3-Month Treasury Bill

Federal Funds Rate

Income
Income, Personal

Compensation of Employees, Paid

Billions of dollars

Percentage change, annual rate
Billions of dollars

Percentage change, annual rate
Billions of dollars

Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annual rate

2012=100

Percentage change, annual rate
2012=100

Percentage change, annual rate
1982-84=100

Percentage change, annual rate
1982-84=100

Percentage change, annual rate
Dec 1999=100

Percentage change, annual rate
2012=100

Percentage change, annual rate
December 2005=100
Percentage change, annual rate
Dollars per barrel

Dollars per barrel

Dollars per MMBtu
1991Q1=100

1970Q1=100

Percent

Millions

Percentage change, annual rate
Percent

Percent

Mitlions

Percentage change, annual rate
Millions

Percentage change, annual rate
2012=100

Percentage change, annual rate
2012=100

Percentage change, annual rate

Mithions
Percentage change, annual rate
Milhons

Percent
Percent
Percent

Billions of dollars
Percentage of GDP
Billions of doliars

20660
5.0
20930
5.0
20532
3.8
18672
35
18928
35
18557
2.1
14271
4.1

108.5
1.5
110.2
1.5
251.7
2.0
258.2
2.0
142.6
1.1
1106
1.7
133.9
3.4
66.2
69.8
2.9
263.2
189.7

3.8
162
0.6
628
630
156
1.1
149
17
106
2.2
112.2
1.8

258
1.0
121

2.9
2.0
1.9

17642
85.4
10893

20900
4.7
21123
3.7
20750
43
18789
25
19002
1.6
18654
21
14376
3.0

109.0
2.0
110.7
1.9
253.2
24
250.6
22
142.7
0.3
111.2
22
136.0
3.4
62.3
63.5
3.9
265.9
1931

3.7
162
1.0
62.8
62.9
156
1.3
150
1.5
106
1.4
112.6
1.6

259
0.9
122

3.1
24
2.2

17891
85.6
11015

21141
4.7
21346
43
20969
43
18907
25
19103
2.1
18754
22
14484
3.0

109.5
1.9
111.3
21

2545 .

21
261.2
26
143.5
22
111.8
21
136.1
3.4
50.0
56.9
4.4
268.7
192.8

3.6
163
0.6
62.8
62.9
157
0.9
150
13
106
1.6
113.0
1.4

259
0.5
122

3.2
25
2.5

18130
85.8
11152

21366
4.3
21562
4.1
21180
4.1
19021
24
19207
2.2
18855
22
14585
28

110.0
1.7
111.9
21
255.6
1.7
262.9
2.5
144.8
3.8
112.3
1.9
137.3
35
59.6
57.6
2.8
271.0
192.3

3.6
163
0.9
62.8
62.8
157
1.2
151
1.3
107
1.5
113.3
1.3

259
0.8
122

3.3
2.7
27

18348
85.9
11292

21600
4.4
21790
43
21401
42
19134
2.4
19314
2.2
18957
2.2
14687
2.8

110.5
21
1125
2.2
2571
24
264.5
26
1453
1.3
112.9
2.0
138.5
3.6
59.8
58.1
28
273.2
191.5

3.5
163
0.9
62.8
62.8
158
1.1
151
1.2
107
1.6
113.7
1.2

260
0.8
123

34
29
3.0

18577
86.0
11431

21806
3.9
21990
37
21625
43
19219
1.8
19392
1.6
19060
22
14761
20

111.1
22
1131
22
258.8
27
266.3
26
1455
0.6
113.5
21
139.8
36
69.7
58.5
29
275.2
190.8

35
164
0.8
62.8
62.8
158
0.8
152
1.0
108
1.5
113.8
0.6

261
0.8
123

3.5
3.0
3.2

18802
86.2
11560
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Percentage of GDP 52.7 52.7 52.8 52.9 52.9 53.0

Wages and Salaries Billions of dollars 8865 8978 9086 9199 9312 9421
Percentage of GDP 429 43.0 43.0 43.1 431 43.2

Nonwage Income Billions of dallars 5119 5205 5260 5324 5397 5464
Percentage of GDP 24.8 249 249 249 25.0 251

Proprietors' income, farm, with IVA & CCAdj Bilions of dollars 3 36 39 41 44 48
Percentage of GDP 0.1 0.2 0.2 0.2 0.2 0.2

Proprietors’ income, nonfarm, with IVA & CCAd) Billions of dollars 1552 1574 1589 1608 1626 1643
Percentage of GDP 7.5 7.5 7.5 7.5 7.5 7.5

Income, rental, with CCAdj Billions of dollars 767 779 796 799 801 802
Percentage of GDP 3.7 3.7 3.8 3.7 37 3.7

Interest income, personal Billions of dollars 1614 1646 1653 1681 1721 1755
Percentage of GDP 7.8 7.9 7.8 7.9 8.0 8.0

Dividend income, personal Billions of dollars 1155 1170 1183 1195 1206 1216
Percentage of GDP 5.6 5.6 5.6 5.6 5.6 5.6

Profits, Corporate, With IVA & CCAdj Billions of dollars 2318 2323 2339 2339 2342 2321
Percentage of GDP 11.2 111 11.1 10.9 10.8 10.6

Profits, Corporate, Domestic, With IVA & CCAdj Billions of dollars 1819 1888 1916 1916 1917 1891
Percentage of GDP 8.8 9.0 9.1 9.0 8.9 8.7

Components of GDP (Nominal)

Personal Consumption Expenditures Billions of dollars 14052 14221 14404 14568 14747 14927
Percentage change, annual rate 52 49 5.2 4.6 5.0 5.0

Gross Private Domestic Investment Billions of dollars 3709 3744 3772 3808 3843 3877
Percentage change, annual rate 16.3 3.8 3.0 3.9 3.8 3.6

Nonresidential fixed investment Billions of dollars 2819 2862 2900 2927 2953 2979
Percentage change, annual rate 41 6.1 54 3.8 3.7 35

Residental fixed investment Billions of dollars 800 802 812 822 834 848
Percentage change, annual rate 0.9 0.8 5.0 4.9 6.4 6.8

Change in private inventories Billions of dollars 89 81 60 59 85 50
Government Consumption Expenditures and Gross Investmen Billions of dollars 3551 3600 3640 3669 3695 3690
Percentage change, annual rate 5.1 6.7 4.4 33 28 -0.5

Federal Billions of dollars 1330 1359 1377 1384 1389 1362
Percentage change, annual rate 5.1 9.2 55 2.1 1.2 -7.3

State and local Billions of dollars 2221 2241 2263 2285 2306 2328
Percentage change, annual rate 5.1 3.7 3.8 4.0 3.8 3.8

Net Exports of Goods and Services Billions of dollars -651 -665 -674 -678 -685  -689
Exports Billions of dollars 2541 2544 2551 2568 2593 2623
Percentage change, annual rate -4.3 0.6 1.1 28 39 46

imports Billions of dollars 3192 3210 3225 3246 3278 3311
Percentage change, annual rate 9.8 2.2 1.9 2.7 4.0 41

Memorandum: Balance on Current Account Billions of dollars -513 -571 -601 -616 -631 -641

Components of GDP (Real)

Personal Consumption Expenditures Billions of 2012 doliars 12957 13049 13154 13248 13342 13431
Percentage change, annual rate 3.6 29 33 2.9 29 27

Gross Private Domestic Investment Billions of 2012 dollars 3435 3455 3467 3491 3515 3539
Percentage change, annual rate 15.1 23 1.4 2.8 2.8 27

Nonresidential fixed investment Billions of 2012 dollars 2727 2759 2787 2807 2828 2848
Percentage change, annual rate 2.5 47 42 29 3.0 2.9

Residential fixed investment Billions of 2012 dollars 609 604 608 613 620 628
Percentage change, annual rate -2.6 -33 2.5 31 4.8 52

Change in private inventories Billions of 2012 dollars 87 82 61 60 55 49
Government Consumption Expenditures and Gross Investmen Billions of 2012 dollars 3192 3220 3240 3247 3252 3227
Percentage change, annual rate 26 35 2.4 1.0 0.5 29

Federal Billions of 2012 dollars 1235 1257 1268 1269 1268 1238
Percentage change, annuai rate 35 7.3 3.6 05 -04 -9.1

State and local Billions of 2012 doliars 1957 1963 1972 1978 1983 1987
Percentage change, annual rate 2.0 1.3 1.7 1.3 11 0.9

Net Exports of Goods and Services Billions of 2012 dollars -946 -971 991 -1004 -1015 -1018
Exports Billions of 2012 dollars 2546 2552 2560 2578 2597 2620
Percentage change, annual rate -4.4 1.0 1.2 29 29 37

Imports Billlons of 2012 dollars 3492 3523 3551 3582 3611 3638
Percentage change, annual rate 9.2 3.6 3.2 3.6 3.3 3.0

Source’ Congressional Budget Office.

Actual values reflect data released as of early December 2018. Forecast values are shaded.
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CCAdj = capital consumption adjustment; FHFA = Federal Housing Finance Agency; IVA = inventomal units.
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January 2019 Baseline Economic Forecast—Data Release (Quarterly)

Workpaper JO-11

Population

Noninstitutional Population, Civilian, 16 Years or Older

Households (Total Occupied Housing Units)

Interest Rates

10-Year Treasury Note
3-Month Treasury Bill
Federal Funds Rate

Income

Income, Personal

Compensation of Employees, Paid

Units 2020Q1 2020Q2 2020Q3 2020Q4 2021Q1 2021Q2
Output

Gross Domestic Product (GDP) Billions of dollars 22016 22225 22431 22632 22836 23041
Percentage change, annual rate 39 3.9 3.7 3.6 3.7 36
Gross National Product (GNP) Billions of dollars 22192 22398 22600 22800 23002 23206
Percentage change, annual rate 3.7 38 3.7 3.6 36 3.6
Potential GDP Billions of dollars 21847 22070 22294 22521 22750 22979
Percentage change, annual rate 4.2 41 41 41 4.1 4.1
Real GDP Billions of 2012 dollars 19308 19394 19474 19549 19625 19702
Percentage change, annual rate 1.9 1.8 17 1.5 1.6 1.6
Real GNP Billions of 2012 dollars 19472 19554 19631 19704 19776 19851
Percentage change, annual rate 1.7 17 1.6 1.5 1.5 1.5
Real Potential GDP Billions of 2012 dollars 19159 19258 19356 19453 19551 19649
Percentage change, annual rate 21 21 21 2.0 2.0 2.0
Real Gross Value Added: Nonfarm Business Billions of 2012 dollars 14839 14915 14986 15051 15117 15183
Percentage change, annual rate 2.1 21 1.9 1.8 1.8 1.8

Prices
Price Index, Personal Consumption Expenditures (PCE) 2012=100 111.7 1124 1130 1136 1142 1148
Percentage change, annual rate 2.2 22 22 22 2.2 21
Price Index, PCE, Excluding food and energy 2012=100 113.7 1144 1150 1156 1162 116.8
Percentage change, annual rate 2.2 22 22 2.2 2.2 2.1
Consumer Price Index, All Urban Consumers (CPI-U) 1982-84=100 2605 2622 - 2639 2656 2673 269.0
Percentage change, annual rate 2.7 2.7 2.6 26 2.6 2.6
CPI-U, Excluding Food and Energy 1982-84=100 268.0 269.8 2715 2733 2751 2769
Percentage change, annual rate 2.6 27 2.7 27 26 26
Chained CPI-U Dec 1999=100 1465 148.3 1489 1491 1501 1519
Percentage change, annuai rate 28 5.1 1.6 0.5 27 49
GDP Price Index 2012=100 114.0 1146 1152 1158 1164 116.9
Percentage change, annual rate 2.0 20 2.0 21 21 2.0
Employment Cost Index (ECI), Private Wages and Salaries  December 2005=100 141.0 1423 1436 1449 1462 1474
Percentage change, annual rate 3.7 3.7 37 3.6 3.6 3.6
Refiners' Acquisition Cost of Crude Qil, Imported Dollars per barrel 59.6 59.5 594 59.3 59.2 59.2
Price of Crude Oil, West Texas Intermediate (WTI) Dollars per barrel 58.6 58.6 58.7 58.8 58.8 58.8
Price of Natural Gas, Henry Hub Dollars per MMBtu 3.0 2.5 2.6 2.7 28 25
FHFA House Price Index, Purchase Only 1991Q1=100 2771 278.8 280.5 2823 2843 286.2
Nominal Exchange Rate Index (Export Weighted) 1970Q1=100 190.5 190.2 1898 1894 1889 188.4

Labor
Unemployment Rate, Civilian, 16 Years or Older Percent 3.5 3.6 37 3.9 4.0 4.1
Labor Force, Civilian, 16 Years or Older Millions 164 164 165 165 165 165
Percentage change, annual rate 0.8 0.7 0.7 0.6 0.6 0.6
Labor Force Participation Rate, 16 Years or Older Percent 62.8 62.8 62.8 62.7 62.7 62.7
Potential Labor Force Participation Rate Percent 62.7 62.7 62.7 62.6 62.6 62.5
Employment, Civilian, 16 Years or Older (Household Survey) Millions 168 158 158 168 1568 158
Percentage change, annual rate 0.6 0.4 0.2 01 0.1 0.0
Employment, Total Nonfarm (Establishment Survey) Millions 152 152 152 162 1563 1563
Percentage change, annual rate 0.8 0.8 0.2 0.3 0.2 02
Labor Productivity Index (Nonfarm Business Sector) 2012=100 108 109 109 110 110 111
Percentage change, annual rate 1.6 1.6 1.9 1.8 1.9 1.9
Hours of All Persons (Nonfarm Business Sector) 2012=100 114.0 1141 1141 1141 1141 1140

Percentage change, annual rate 0.5 0.4 0.0 00 -0.1 -0.2

Millions 261 262 262 263 263 264
Percentage change, annual rate 0.8 0.8 0.8 0.8 0.8 0.8
Millions 123 123 124 124 124 125
Percent 3.6 3.6 37 3.7 37 3.7
Percent 31 31 3.2 3.2 3.2 3.2
Percent 3.4 34 34 34 3.4 3.4
Billions of dollars 19037 19247 19454 19664 19899 20102
Percentage of GDP 86.5 86.6 86.7 86.9 87.1 87.2
Billions of dollars 11689 11821 11943 12065 12190 12314
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Wages and Salaries

Nonwage Income

Proprietors’ income, farm, with IVA & CCAdj

Proprietors' income, nonfarm, with IVA & CCAdj

Income, rental, with CCAdj
Interest income, personal
Dividend income, personal

Profits, Corporate, With IVA & CCAdj

Profits, Corporate, Domestic, With IVA & CCAdj

Components of GDP (Nominal)
Personal Consumption Expenditures

Gross Private Domestic Investment
Nonresidential fixed investment
Residential fixed investment

Change in private inventories

Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP

Billions of dollars
Percentage change, annual rate
Billions of doflars
Percentage change, annual rate
Billions of dollars
Percentage change, annual rate
Billions of dolars
Percentage change, annual rate
Bullions of dollars

Government Consumption Expenditures and Gross Investmen Billions of dollars

Federal
State and local

Net Exports of Goods and Services
Exports

tmports
Memorandum: Balance on Current Account

Components of GDP (Real)
Personal Consumption Expenditures

Gross Private Domestic Investment
Nonresidential fixed investment
Residential fixed investment

Change in private inventories

Percentage change, annual rate
Billions of doliars
Percentage change, annual rate
Billions of dollars
Percentage change, annual rate
Billions of dollars
Billions of dollars
Percentage change, annual rate
Billions of dollars
Percentage change, annual rate
Billions of dollars

Billions of 2012 dollars
Percentage change, annual rate
Biltions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars

Government Consumption Expenditures and Gross Investmen Billions of 2012 dollars

Federal
State and local

Net Exports of Goods and Services
Exports

imports

Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars
Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annual rate

531
9529
43.3
5525
25.1
51
0.2
1660
7.5
810
3.7
1779
8.1
1225
5.6
2325
10.6
1884
8.6

15097
46
3916
41
3005
3.4
863
6.9
49
3697
0.7
1348
-4.1
2349
3.6
-694
2655
51
3349
4.6
-657

13510
24
3565
3.0
2868
2.7
635
5.1
48
3214
-1.6
1220
-5.9
1992
0.9
-1021
2642
3.3
3663
2.8

53.2
9638
43.4
5584
251
55
0.2
1677
75
808
3.6
1812
82
1233
5.5
2323
10.5
1877
8.4

15259
4.4
3952
3.7
3029
33
877
7.0
46
3712
1.7
1343
-1.4
2369
3.6
-698
2688
5.0
3386
4.5
-667

13580
2.1
3588
2.6
2885
2.5
643
5.0
44
3210
0.6
1210
-3.2
1997
0.9
-1024
2663
3.3
3687
2.6

53.2
9737
43.4
5649
25.2
58
0.3
1692
7.5
805
3.6
1854
8.3
1240
5.5
2320
10.3
1872
8.3

15407
3.9
3991

3.9

3054
3.3
892
74
44
3738
2.8
1348
14
2390
3.6
-705
2722
5.2
3427
4.9
-679

13638
1.7
3612
2.7
2902
23
651
5.1
42
3213
0.4
1209
-0.4
2001
0.9
-1029
2687
3.6
37156
3.1

W arknanar 1N_11

63.3
9837
43.5
5708
252
62
0.3
1708
7.5
803
3.5
1889
8.3
1247
5.5
2321
10.3
1872
8.3

15651
3.8
4026
3.6
3078
3.2
908
71
40
3765
29
1354
1.8
2411
3.6
=709
2757
5.1
3465
4.6
-686

13692
1.6
3632
2.2
2017
2.1
659
5.0
38
3217
0.5
1208
-0.1
2005
0.9
-1033
2710
3.6
3743
3.0

53.4
9937
435
5762
252
65
0.3
1724
7.5
806
3.5
1915
8.4
1253
55
2320
10.2
1872
8.2

15694
3.7
4062
3.6
3100
238
923
6.9
39
3793
31
1361
20
2433
3.6
-713
2789
48
3502
4.3
-695

13745
1.5
3653
23
2930
1.7
667
4.9
37
3221
0.6
1209
01
2009
0.9
-1035
2732
3.3
3768
2.7

53.4
10036
43.6
5817
252
67
0.3
1740
7.6
806
35
1946
8.4
1258
55
2316
10.1
1870
8.1

15838
3.7
4098
3.6
3121
2.8
939
7.0
38
3822
3.0
1368
2.0
2454
3.6
=717
2822
4.9
3539
4.3
-701

13798
1.5
3673
23
2942
1.7
675
4.8
36
3226
0.6
1209
0.1
2014
0.8
-1038
2755
3.3
3792
2.6

Source: Congressional Budget Office.

Actual values reflect data released as of early December 2018. Forecast values are shaded.
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Workpaper JO-11

CCAdj = capital consumption adjustment; FHFA = Federal Housing Finance Agency; IVA = invento
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January 2019 Baseline Economic Forecast—Data Release (Quarterly)

Workpaper JO-11

Units

2021Q3 2021Q4 2022Q1 2022Q2 2022Q3 2022Q4

Output
Gross Domestic Product (GDP)

Gross National Product (GNP)
Potential GDP
Real GDP
Real GNP
Real Potential GDP
Real Gross Value Added: Nonfarm Business
Prices
Price Index, Personal Consumption Expenditures (PCE)
Price Index, PCE, Excluding food and energy
Consumer Price Index, All Urban Consumers (CPI-U)
CPI-U, Excluding Food and Energy
Chained CPI-U

GDP Price Index

Employment Cost Index (ECI), Private Wages and Salaries

Refiners' Acquisition Cost of Crude Qil, Imported
Price of Crude Oil, West Texas Intermediate (WT1)
Price of Natural Gas, Henry Hub

FHFA House Price index, Purchase Only

Nominal Exchange Rate Index (Export Weighted)

Labor
Unemployment Rate, Civilian, 16 Years or Older
Labor Force, Cwilian, 16 Years or Older

Labor Force Participation Rate, 16 Years or Older
Potential Labor Force Participation Rate

Employment, Civilian, 16 Years or Older (Household Survey}

Employment, Total Nonfarm (Establishment Survey)
Labor Productivity Index {Nonfarm Business Sector)
Hours of All Persons (Nonfarm Business Sector)
Population
Noninstitutional Population, Civilian, 16 Years or Older
Households (Total Occupied Housing Units)
Interest Rates
10-Year Treasury Note
3-Month Treasury Bill

Federal Funds Rate

Income
Income, Personal

Compensation of Employees, Paid

Billions of dollars

Percentage change, annual rate
Billions of dollars

Percentage change, annual rate
Billions of dollars

Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annual rate

2012=100

Percentage change, annual rate
2012=100

Percentage change, annual rate
1982-84=100

Percentage change, annual rate
1982-84=100

Percentage change, annual rate
Dec 1999=100

Percentage change, annual rate
2012=100

Percentage change, annual rate
December 2005=100
Percentage change, annual rate
Dollars per barrel

Dollars per barrel

Dollars per MMBtu
1991Q1=100

1970Q1=100

Percent

Millions

Percentage change, annual rate
Percent

Percent

Millions

Percentage change, annual rate
Millions

Percentage change, annual rate
2012=100

Percentage change, annual rate
2012=100

Pefcentage change, annual rate

Millions
Percentage change, annual rate
Millions

Percent
Percent
Percent

Billions of dollars
Percentage of GDP
Billions of dollars

23247
3.6
23413
36
23210
4.1
19778
1.6
19927
1.5
19747
2.0
15250
1.8

115.4
2.1
117.4
21
270.7
25
278.6
26
152.5
1.5
1175
20
148.7
3.5
59.2
58.9
25
288.2
188.0

42
165
0.5
62.6
62.5
158
0.0
153
0.1
11
2.0
113.9
-0.2

264
0.8
125

37
3.2
3.4

20309
87.4
12437

23456
3.6
23622
3.6
23443
4.1
19856
1.6
20004
1.5
19845
20
15318
1.8

116.0
21
11841
21
272.4
25
280.4
2.5
152.7
0.5
118.1
2.0
150.0
3.5
59.2
59.0
27
290.2
187.6

4.4
166
0.5
62.6
62.4
158
0.0
153
0.1
112
2.0
113.9
-0.2

265
08
125

37
3.2
34

20516
87.5
12562

23669
3.7
23838
3.7
23679
4.1
19935
1.6
20084
1.6
19943
2.0
15387
1.8

116.6
21
118.7
21
2741
2.5
2821
25
153.7
27
118.7
20
151.2
34
59.2
59.0
28
292.2
187.2

45
166
0.5
62.5
62.4
158
0.0
153
0.1
112
20
113.8
-0.2

265
0.8
125

3.7
32
3.4

20765
87.7
12685

23884
3.7
24052
3.6
23916
4.1
20015
1.6
20163
1.6
20042
20
15457
1.8

117.2
21
119.3
21
275.8
2.5
283.8
2.4
155.4
4.7
119.3
2.0
152.5
3.4
59.3
59.2
25
2943
186.8

4.6
166
0.5
62.5
62.3
158
0.0
163
0.1
113
2.0
113.8
-0.2

266
0.8
126

3.7
3.2
3.4

20974
87.8
12808

24104
37
24272
37
24156
4.1
20096
1.6
20243
1.6
20141
20
15528
1.8

117.8
21
119.9
21

2775

2.5
285.5
24
156.0
1.4
119.9
21
153.8
3.3
59.5
59.3
2.6
296.4
186.4

4.7
166
0.5
62.4
62.3
158
0.1
153
0.1
113
2.0
113.8
-0.1

266
0.8
126

3.8
3.2
34

21187
87.9
12932

24327
38
24495
3.7
24400
41
20178
1.6
20323
1.6
20239
2.0
15599
1.8

118.5
2.1
120.5
2.1
279.2
25
287.2
24
156.2
0.5
120.6
21
155.0
33
59.6
59.5
27
298.5
186.0

4.8
166
0.5
62.4
62.2
159
0.2
153
0.2
114
1.9
113.7
-0.1

267
0.8
126

3.8
3.1
3.4

21397
88.0
13061
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Wages and Salaries

Nonwage Income

Proprietors' income, farm, with IVA & CCAdj

Proprietors' income, nonfarm, with IVA & CCAdj

Income, rental, with CCAdj
Interest income, personal
Dividend income, personal

Profits, Corporate, With IVA & CCAdj

Profits, Corporate, Domestic, With IVA & CCAdj

Components of GDP (Nominal)
Personal Consumption Expenditures

Gross Private Domestic Investment
Nonresidential fixed investment
Residential fixed investment

Change in private inventories

Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP

Billions of dollars
Percentage change, annual rate
Billions of dollars
Percentage change, annual rate
Billions of dollars
Percentage change, annual rate
Billions of dollars
Percentage change, annual rate
Billions of dollars

Government Consumption Expenditures and Gross Investmen Billions of dollars

Federal
State and local

Net Exports of Goods and Services
Exports

Imports
Memorandum: Balance on Current Account

Components of GDP (Real)
Personal Consumption Expenditures

Gross Private Domestic Investment
Nonresidential fixed investment
Residential fixed investment

Change in private inventories

Percentage change, annual rate
Billions of dollars
Percentage change, annual rate
Billions of dollars
Percentage change, annual rate
Billions of dollars
Billions of dollars
Percentage change, annual rate
Billions of dollars
Percentage change, annual rate
Billions of dollars

Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annual rate
Billvons of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars

Government Consumption Expenditures and Gross Investmen Billions of 2012 dollars

Federal
State and local

Net Exports of Goods and Services
Exports

Imports

Percentage change, annual rate
Bitlions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars
Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annual rate

53.5
10134
43.6
5874
25.3
70
0.3
1756
7.6
804
35
1981
8.5
1263
5.4
2316
10.0
1870
8.0

15986
3.8
4132
34
3140
25
955
6.9
37
3850
3.0
1374
1.8
2476
3.6
-721
2858
51
3578
4.5
-707

13854
1.6
3692
20
2953
1.5
683
4.6
35
3230
0.5
1208
-0.1
2018
0.8
-1040
2778
35
3819
2.8

53.6
10231
43.6
5934
25.3
72
0.3
1772
7.6
803
34
2019
8.6
1268
5.4
2319
9.9
1875
8.0

16136
3.8
4169

36 -

3161
2.7
971
6.9
37
3878
3.0
1380
1.8
2498
36
-727
2891
4.8
3619
46
-714

13911
1.7
3713
23
2965
1.7
690
4.5
34
3233
0.4
1208
-0.2
2022
0.8
-1045
2801
3.3
3846
2.9

53.6
10329
43.6
5994
253
74
0.3
1789
7.6
799
34
2062
8.7
1271
5.4
2328
9.8
1884
8.0

16298
4.1
4204
34
3180
23
987
6.8
37
3902
25
1381
0.4
2521
3.6
-734
2927
5.0
3661
4.8
-722

13977
1.9
3731
20
2975
1.3
698
43
34
3233
0.0
1203
-1.6
2026
0.8
-1050
2823
32
3873
2.9

WaArknanar 1N.11

53.6 53.7 63.7
10426 10525 10625
43.7 43.7 43.7
6052 6113 6176
25.3 254 254
76 77 79
0.3 03 03
1805 1822 1839
7.6 7.6 7.6
800 801 802
3.3 3.3 3.3
2008 2136 2174
8.8 8.9 8.9
1274 1278 1281
53 5.3 53
2333 2340 2349
9.8 9.7 9.7
1891 1200 1911
7.9 79 7.9
16462 16630 16800
4.1 4.2 42
4237 4268 4298
3.3 2.9 2.8
3198 3212 3228
23 1.9 1.9
1003 1018 1034
6.6 6.3 6.2
37 37 36
3927 3956 3986
2.7 3.0 31
1384 1390 1396
0.9 1.7 1.8
2543 2567 2590
3.6 3.7 37
-742 -750 -758
2963 3000 3037
5.1 5.1 5.0
3705 3751 3795
4.9 5.0 4.8
-733 -743  -751
14043 14113 14183
1.9 2.0 2.0
3748 3762 3775
1.9 1.5 14
2986 2992 2999
13 0.9 1.0
704 710 716
3.9 3.5 33
34 34 33
3234 3238 3241
0.1 0.4 0.4
1200 1199 1198
-11 -03 -0.2
2030 2034 2038
0.8 0.8 0.8
-1056 -1062 -1068
2846 2869 2892
33 3.3 341
3902 3932 3960
3.0 3.1 2.9

Source: Congressional Budget Office.

Actual values refiect data released as of early December 2018. Forecast values are shaded.
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Workpaper JO-11

CCAdj = capital consumption adjustment; FHFA = Federal Housing Finance Agency; IVA = invento
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January 2019 Baseline Economic Forecast—Data Release (Quarterly) Workpaper JO-11

Units 2023Q1 2023Q2 2023Q3 2023Q4 2024Q1 2024Q2
Output
Gross Domestic Product (GDP) Billions of dollars 24554 24785 25023 25265 25516 25767
Percentage change, annual rate 3.8 3.8 3.9 3.9 40 4.0
Gross National Product (GNP) Billions of dollars 24723 24956 25196 25441 25693 25947
Percentage change, annual rate 3.8 3.8 39 3.9 40 4.0
Potential GDP Billions of dollars 24646 24893 25142 25392 25644 25897
Percentage change, annual rate 4.1 4.1 41 4.0 40 4.0
Real GDP Billions of 2012 doilars 20261 20347 20436 20527 20624 20721
Percentage change, annual rate 1.7 1.7 1.8 1.8 1.9 1.9
Real GNP Billions of 2012 dollars 20407 20492 20581 20674 20771 20869
Percentage change, annual rate 1.6 1.7 1.8 1.8 1.9 1.9
Real Potential GDP Billions of 2012 dollars 20337 20435 20533 20630 20728 20825
Percentage change, annual rate 2.0 1.9 19 1.9 1.9 1.9
Real Gross Value Added: Nonfarm Business Billions of 2012 dollars 15672 15747 15825 15906 15993 16080
Percentage change, annual rate 1.9 1.9 2.0 21 22 2.2
Prices
Price index, Personal Consumption Expenditures (PCE) 2012=100 1191 1197 1203 1209 1215 1221
Percentage change, annual rate 21 21 2.1 2.1 2.0 20
Price Index, PCE, Excluding food and energy 2012=100 1211 1217 1223 123.0 1236 1242
Percentage change, annual rate 21 2.0 2.1 2.0 2.0 20
Consumer Price Index, Ali Urban Consumers (CPI-U) 1982-84=100 280.9 2825 2842 2859 2876 2893
Percentage change, annual rate 2.5 24 24 2.4 2.4 2.4
CPI-U, Excluding Food and Energy 1982-84=100 288.9 290.6 2923 2940 2957 2974
Percentage change, annual rate 24 24 2.4 24 2.3 2.3
Chained CPI-U Dec 1999=100 157.2 159.0 1595 159.7 160.7 1624
Percentage change, annual rate 2.6 4.6 1.4 0.4 25 4.5
GDP Price Index 2012=100 121.2 1218 1224 1231 1237 1244
Percentage change, annual rate 21 21 21 21 21 241
Employment Cost Index (ECI), Private Wages and Salaries  December 2005=100 156.3 157.5 1588 160.0 161.3 162.6
Percentage change, annual rate 3.3 33 3.2 3.2 3.2 3.2
Refiners' Acquisition Cost of Crude Oil, Imported Dollars per barrel 59.9 60.2 60.6 61.2 61.7 62.3
Price of Crude Oil, West Texas Intermediate (WTI) Dollars per barrel 59.7 60.0 60.4 61.0 61.6 62.1
Price of Natural Gas, Henry Hub Dollars per MMBtu 2.9 2.6 2.6 2.8 29 2.7
FHFA House Price Index, Purchase Only 1991Q1=100 301.1 3036 3062 3087 3113 3138
Nominal Exchange Rate Index (Export Weighted) 1970Q1=100 185.6 185.3 1849 1846 1843 184.0
Labor
Unemployment Rate, Civilian, 16 Years or Older Percent 4.8 48 4.8 4.8 438 4.8
Labor Force, Civilian, 16 Years or Older Millions 167 167 167 167 167 168
Percentage change, annual rate 0.5 0.5 0.5 0.5 0.4 0.4
Labor Force Participation Rate, 16 Years or Older Percent 62.3 62.3 62.2 62.1 62.1 62.0
Potential Labor Force Participation Rate Percent 62.2 62.1 62.1 62.0 62.0 61.9
Employment, Civilian, 16 Years or Older (Household Survey) Millions 159 159 159 159 159 160
Percentage change, annual rate 0.3 0.4 0.5 0.5 0.5 04
Employment, Total Nonfarm (Establishment Survey) Millions 153 153 153 154 154 154
Percentage change, annual rate 0.3 0.4 0.4 0.4 0.5 0.5
Labor Productivity iIndex (Nonfarm Business Sector) 2012=100 114 115 115 116 116 117
Percentage change, annual rate 1.8 1.8 1.8 1.8 18 1.8
Hours of All Persons (Nonfarm Business Sector) 2012=100 113.8 113.8 1139 1140 1141 1142
Percentage change, annual rate 0.1 0.2 0.2 0.3 0.4 0.4
Population
Noninstitutional Population, Civilian, 16 Years or Older Millions 267 268 269 269 270 270
Percentage change, annual rate 0.8 0.8 0.8 0.8 0.8 0.8
Households (Total Occupied Housing Units) Millions 127 127 127 127 128 128
Interest Rates
10-Year Treasury Note Percent 3.8 3.8 3.8 3.7 3.7 37
3-Month Treasury Bilt Percent 31 3.0 3.0 2.9 29 28
Federal Funds Rate Percent 34 3.4 3.3 3.1 3.1 3.1
Income
Income, Personal Billions of dollars 21648 21866 22087 22306 22569 22794
Percentage of GDP 88.2 88.2 88.3 88.3 88.5 88.5
Compensation of Employees, Paid Billions of dollars 13190 13321 13454 13593 13729 13867
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Wages and Salaries

Nonwage Income

Proprietors' income, farm, with IVA & CCAdj

Proprietors' income, nonfarm, with IVA & CCAdj

Income, rental, with CCAd)
Interest income, personal
Dividend income, personal

Profits, Corporate, With IVA & CCAdj

Profits, Corporate, Domestic, With IVA & CCAdj

Components of GDP (Nominal)
Personal Consumption Expenditures

Grqss Private Domestic Investment
Nonresidential fixed investment
Residential fixed investment

Change In private inventories

Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of doliars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of doflars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP

Billions of dollars
Percentage change, annual rate
Billions of dollars
Percentage change, annual rate
Billions of dollars
Percentage change, annual rate
Billions of dollars
Percentage change, annual rate
Billions of dollars

Government Consumption Expenditures and Gross Investmen Billions of dollars

Federal
State and local

Net Exporis of Goods and Services
Exports

Imports
Memorandum: Balance on Current Account

Components of GDP (Real)
Personal Consumption Expenditures

Gross Private Domestic Investment
Nonresidential fixed investment
Residential fixed investment

Change in private inventories

Percentage change, annual rate
Billions of dollars
Percentage change, annual rate
Billions of dollars
Percentage change, annual rate
Billions of dollars
Billions of dollars
Percentage change, annual rate
Billions of dollars
Percentage change, annual rate
Billions of dollars

Billons of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars

Government Consumption Expendttures and Gross Investmen Billions of 2012 dollars

Federal
State and local

Net Exports of Goods and Services
Exports

Imports

Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars
Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annual rate

53.7
10729
43.7
6238
254
80
0.3
1856
7.6
797
3.2
2222
9.1
1282
52
2360
9.6
1924
7.8

16974
4.2
4323
23
3238
1.3
1049
6.1
36
4017
3.2
1404
22
2614
3.7
-761
3074
4.9
3835
4.3
-756

14255
2.1
3783
0.9
3001
0.3
722
3.0
32
3246
0.6
1198
0.1
2042
0.8
-1071
2914
3.1
3985
25

53.7
10835
43.7
6297
254
81
0.3
1875
7.6
800
3.2
2257
9.1
1284
5.2
2371
9.6
1934
7.8

17144
4.1
4359
34
3258
2.5
1064
5.8
37
4049
32
1411
2.2
2638
3.7
-767
3112
5.0
3878
46
-763

14324
1.9
3801
1.9
3013
1.6
726
27
33
3250
0.5
1199
0.1
2046
0.7
-1077
2937
3.2
4014
3.0

53.8
10943
43.7
6357
254
82
0.3
1893
7.6
803
32
2291
9.2
1287
5.1
2386
9.5
1949
7.8

17315
4.1
4399
3.7
3283
3.0
1078
53
38
4081
32
1419
22
2662
3.7
772
3149
4.9
3922
4.5
-769

14393
1.9
3822
22
3028
21
730
21
34
3254
05
1199
0.1
2050
0.7
-1083
2960
3.2
4043
2.9

W Arknanar 1041

53.8
11053
43.7
6416
254
84
0.3
1912
7.6
807
3.2
2323
9.2
1290
51
2409
9.5
1970
7.8

17489
4.1
4441
39
3310
3.4
1090
47
41
4113
32
1427
22
2687
37
-778
3186
438
3964
4.4
773

14463
20
3844
24
3047
24
733
1.5
36
3258
0.5
1200
0.2
2053
0.7
-1089
2983
3.1
4072
2.9

53.8
11163
43.8
6474
25.4
85
0.3
1933
7.6
805
3.2
2360
9.2
1293
5.1
2437
9.6
1998
7.8

17674
4.3
4478

3.3

3333
28
1101
4.1

4145
32
1434
2.1
2712
3.7
-781
3224
4.8
4005
4.2
-776

14543
2.2
3862
1.8
3061
1.8
735
0.9
39
3262
0.5
1200
0.0
2057
0.7
-1093
3006
3.1
4099
2.7

53.8
11275
43.8
6533
254
86
0.3
1953
7.6
811
31
2388
9.3
1296
5.0
2461
9.6
2021
7.8

17859
4.2
4520
3.9
3363
3.7
1111
3.6
46
4176
3.0
1440
1.7
2736
3.7
-788
3262
4.8
4050
4.5
-782

14621
2.2
3884
2.3
3081
27
735
0.4
41
3265
0.3
1199
-0.3
2060
0.7
-1101
3029
3.2
4130
341

Source: Congressional Budget Office.

Actual values reflect data released as of early December 2018. Forecast values are shaded.
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CCAd) = capital consumption adjustment; FHFA = Federal Housing Finance Agency; IVA = invento
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January 2019 Baseline Economic Forecast—Data Release (Quarterly) Workpaper JO-11

Units 2024Q3 2024Q4 2025Q1 2025Q2 2025Q3 2025Q4
Output
Gross Domestic Product (GDP) Billions of dollars 26020 26274 26529 26785 27036 27286
Percentage change, annual rate 4.0 4.0 3.9 3.9 3.8 38
Gross National Product (GNP) Billions of dollars 26205 26461 26716 26973 27226 27479
Percentage change, annual rate 4.0 40 3.9 3.9 38 3.8
Potential GDP Billions of dollars 26151 26406 26662 26920 27178 27438
Percentage change, annual rate 4.0 40 3.9 39 39 3.9
Real GDP Bilhons of 2012 dollars 20817 20912 21008 21103 21192 21280
Percentage change, annual rate 1.9 1.9 1.8 1.8 17 1.7
Real GNP Billions of 2012 dollars 20968 21063 21158 21253 21343 21432
Percentage change, annual rate 19 1.8 1.8 1.8 1.7 17
Real Potential GDP Billions of 2012 dollars 20921 21018 21113 21209 21304 21399
Percentage change, annual rate 1.9 1.9 1.8 1.8 1.8 1.8
Real Gross Value Added: Nonfarm Business Bilions of 2012 dollars 16167 16253 16339 16426 16506 16586
Percentage change, annual rate 22 2.2 2.1 2.1 20 1.9
Prices
Price Index, Personal Consumption Expenditures (PCE) 2012=100 1228 1234 1240 1246 1252 1258
Percentage change, annual rate 2.0 2.0 2.0 20 20 20
Price Index, PCE, Excluding food and energy 2012=100 1248 1254 1260 1266 127.3 127.9
Percentage change, annual rate 20 20 20 20 20 20
Consumer Price Index, All Urban Consumers (CPI-U) 1982-84=100 2910 2927 2944 2961 2978 2995
Percentage change, annual rate 23 23 23 23 23 23
CPI-U, Excluding Food and Energy 1982-84=100 2991 300.8 3026 3043 306.0 3078
Percentage change, annual rate 23 2.3 23 2.3 23 23
Chained CPI-U Dec 1999=100 163.0 163.1 1641 1659 166.4 166.5
Percentage change, annual rate 1.3 0.3 24 4.5 1.3 0.3
GDP Price Index 2012=100 125.0 1256 1263 1269 1276 128.2
Percentage change, annual rate 2.1 21 21 21 21 2.0
Employment Cost Index (ECI), Private Wages and Salaries  December 2005=100 163.8 165.1 166.4 167.7 168.9 170.2
Percentage change, annual rate 3.2 31 3.1 3.1 31 3.1
Refiners' Acquisition Cost of Crude Qil, Imported Dollars per barrel 62.9 63.5 64.1 64.8 65.4 66.0
Price of Crude Olf, West Texas Intermediate (WT!) Dollars per barrel 62.7 63.3 63.9 64.5 65.1 65.7
Price of Natural Gas, Henry Hub Dollars per MMBtu 27 2.8 3.0 2.8 28 29
FHFA House Price Index, Purchase Only 1991Q1=100 3163 318.8 321.3 3238 326.3 3289
Nominal Exchange Rate Index (Export Weighted) 1970Q1=100 183.7 1834 1831 1828 1825 1822
Labor
Unemployment Rate, Civilian, 16 Years or Older Percent 4.8 4.8 438 4.8 4.8 48
Labor Force, Civilian, 16 Years or Older Millions 168 168 168 168 168 169
Percentage change, annual rate 0.4 0.4 04 0.4 0.4 04
Labor Force Participation Rate, 16 Years or Older Percent 61.9 61.9 61.8 61.8 61.7 61.6
Potential Labor Force Participation Rate Percent 61.9 61.8 61.8 61.8 61.7 61.7
Employment, Civilian, 16 Years or Older (Household Survey) Millions 160 160 160 160 160 160
Percentage change, annual rate 0.4 04 0.4 0.4 04 0.3
Employment, Total Nonfarm (Establishment Survey) Millions 154 154 154 165 155 155
Percentage change, annual rate 0.5 0.5 0.5 0.5 0.4 0.4
Labor Productivity Index (Nonfarm Business Sector) 2012=100 118 118 119 119 120 120
Percentage change, annual rate 1.8 1.8 1.8 1.8 18 1.8
Hours of All Persons (Nonfarm Business Sector) 2012=100 1143 1144 1144 1145 1146 1146
Percentage change, annual rate 0.3 0.3 0.3 0.3 0.2 0.1
Population
Noninstitutional Population, Civilian, 16 Years or Older Millions 271 271 272 272 273 273
Percentage change, annual rate 0.8 0.8 0.8 0.8 0.8 0.8
Households (Total Occupied Housing Units) Millions 128 129 129 129 129 130
Interest Rates
10-Year Treasury Note Percent 3.7 3.7 3.7 3.7 37 3.7
3-Month Treasury Bill Percent 2.7 2.8 27 2.7 27 2.7
Federal Funds Rate Percent 3.0 3.0 3.0 3.0 3.0 3.0
Income
Income, Personal Billions of doliars 23024 23248 23515 23744 23978 24210
Percentage of GDP 88.5 88.5 88.6 88.6 88.7 88.7
Compensation of Employees, Paid Billions of dollars 14005 14149 14289 14430 14571 14715
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Wages and Salaries

Nonwage Income
Proprietors’ income, farm, with IVA & CCAdj
Proprietors' income, nonfarm, with IVA & CCAd)
Income, rental, with CCAdj
interest income, personal
Dividend income, personal

Profits, Corporate, With IVA & CCAdj

Profits, Corporate, Domestic, With IVA & CCAd)

Components of GDP (Nominal)

Personal Consumption Expenditures

Gross Private Domestic Investment
Nonresidential fixed investment
Residential fixed investment

Change in private inventories

Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Biliions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Bilions of dollars
Percentage of GDP

Billions of dollars
Percentage change, annual rate
Billions of dollars
Percentage change, annual rate
Billions of dollars
Percentage change, annual rate
Billions of dollars
Percentage change, annual rate
Billions of dollars

Government Consumption Expenditures and Gross Investmen Billions of dollars

Federal
State and local

Net Exports of Goods and Services
Exports

Imports
Memorandum: Balance on Current Account

Components of GDP (Real)
Personal Consumption Expenditures

Gross Private Domestic Investment
Nonresidential fixed investment
Residential fixed investment

Change in private inventories

Percentage change, annual rate
Billions of dollars
Percentage change, annual rate
Billions of dollars
Percentage change, annual rate
Billions of dollars
Billions of dollars
Percentage change, annual rate
Billions of dollars
Percentage change, annual rate
Billions of dollars

Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annuai rate
Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars

Government Consumption Expenditures and Gross Investmen Billions of 2012 dollars

Federal
State and local

Net Exports of Goods and Services
Exports

Imports

Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars
Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annual rate

53.8
11388
43.8
6595
253
87
0.3
1973
7.6
816
3.1
2418
9.3
1301
5.0
2485
9.6
2044
7.9

18041
4.1
4564
3.9
3396
4.0
1119
3.1
48
4210
3.3
1449
2.5
2761
3.7
-795
3301
4.8
4096
4.6
-787

14696
21
3907
24
3105
31
735
0.0
42
3270
0.6
1200
0.4
2064
0.7
-1109
3052
31
4161
3.1

53.8
11501
43.8
6653
25.3
88
0.3
1994
7.6
822
31
2443
9.3
1306
50
251
9.6
2069
7.9

18225
41
4608
3.9
3431
42
1127
2.8
50
4243
3.2
1457
2.2
2786
3.7
-802
3340
4.8
41141
4.5
-793

14773
2.1
3931
2.4
3129
3.2
735
0.3
44
3274
0.5
1201
0.1
2067
0.6
1117
3076
31
4193
3.1

53.9
11614
43.8
6712
25.3
89
0.3
2014
7.6
819
341
2479
9.3
1311
4.9
2537
9.6
20093
7.9

18416
43
4643
31
3459
3.2
1134
25
51
4276
3.2
1465
22
2812
3.7
-806
3380
49
4185
43
-799

14853
2.2
3946
1.6
3147
2.3
734
-0.5
44
3277
0.5
1201
0.1
2070
0.6
-1123
3100
3.2
4223
2.9

W Arknanar 1N.114

53.9
11728
43.8
6770
253
90
0.3
2034
7.6
825
3.1
2505
9.4
1317
4.9
2559
9.6
2114
7.9

18604
4.2
4683
3.5
3492
3.9
1140
23
51
4310
3.1
1473
2.2
2837
3.6
-811
3420
4.8
4231
4.4
-805

14931
2.1
3966
2.0
3170
29
732
-0.7
44
3281
0.4
1201
0.2
2074
0.6
-1130
3124
3.1
4253
2.9

53.9
11842
43.8
6833
253
90
0.3
2053
7.6
831
31
2536
9.4
1323
4.9
2577
9.5
2129
7.9

18789
4.0
4721
3.4
3525
3.8
1147
22
50
4343
3.2
1481
22
2863
3.6
-818
3460
48
4278
4.5
-812

15006
2.0
3984
1.9
3192
2.9
731
-0.7
43
3285
0.4
1202
0.2
2077
0.6
-1138
3147
3.1
4286
3.1

53.9
11956
43.8
6896
253
91
0.3
2072
7.6
837
31
2567
9.4
1329
4.9
2597
9.5
2146
7.9

18970
3.9
4763
3.6
3558
3.8
1156
3.2
50
4377
3.1
1489
2.2
2888
3.6
-824
3500
4.8
4324
4.4
-814

16076
1.9
4005
21
3215
2.8
732
0.3
42
3288
0.4
1202
0.2
2080
0.6
-1146
3171
3.1
4317
29

Source: Congressional Budget Office.

Actual values reflect data released as of early December 2018. Forecast values are shaded.
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CCAd) = capital consumption adjustment; FHFA = Federal Housing Finance Agency; IVA = invento
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January 2019 Baseline Economic Forecast—Data Release (Quarterly) Workpaper JO-11

Units 2026Q1 2026Q2 2026Q3 2026Q4 2027Q1 2027Q2
Output
Gross Domestic Product (GDP) Billions of dollars 27538 27792 28053 28320 28595 28876
Percentage change, annual rate 3.7 3.7 3.8 3.9 3.9 4.0
Gross National Product (GNP) Billions of dollars 27731 27985 28245 28513 28788 29069
Percentage change, annual rate 3.7 3.7 3.8 39 3.9 40
Potential GDP Billions of dollars 27700 27963 28228 28494 28764 29037
Percentage change, annual rate 3.9 3.8 38 3.8 3.8 3.8
Real GDP Billions of 2012 dollars 21368 21456 21548 21644 21744 21847
Percentage change, annual rate 1.7 1.7 17 1.8 1.9 19
Real GNP Billions of 2012 dollars 21519 21605 21696 21791 21890 21991
Percentage change, annual rate 1.6 1.6 17 1.8 1.8 1.9
Real Potential GDP Billions of 2012 dollars 21494 21588 21682 21777 21872 21968
Percentage change, annual rate 1.8 1.8 1.8 1.8 1.8 1.8
Real Gross Value Added: Nonfarm Business Billions of 2012 dollars 16665 16745 16829 16918 17011 17106
Percentage change, annual rate 1.9 1.9 2.0 21 2.2 23
Prices
Price Index, Personal Consumption Expenditures (PCE) 2012=100 126.5 1271 1277 1283 129.0 129.6
Percentage change, annual rate 20 2.0 2.0 2.0 2.0 2.0
Price Index, PCE, Excluding food and energy 2012=100 1285 1291 1298 1304 131.0 1317
Percentage change, annual rate 20 2.0 20 20 20 20
Consumer Price Index, All Urban Consumers (CPI-U) 1982-84=100 301.2 303.0 3047 306.5 3083 31041
Percentage change, annual rate 23 23 23 23 23 23
CPI-U, Excluding Food and Energy 1982-84=100 3095 3113 3131 3149 3167 31856
Percentage change, annual rate 2.3 23 23 23 23 23
Chained CPI-U Dec 1999=100 167.5 1694 1699 1701 1711 173.0
Percentage change, annual rate 2.4 4.5 1.3 03 24 4.5
GDP Price Index 2012=100 1289 1295 1302 1308 1315 1322
Percentage change, annual rate 21 20 20 20 2.0 2.0
Employment Cost Index (EC!), Private Wages and Salaries  December 2005=100 171.5 1728 1741 1755 1768 1781
Percentage change, annual rate 3.1 31 3.1 3.1 3.1 3.1
Refiners' Acquisition Cost of Crude Oil, Imported Dollars per barrel 66.6 67.3 67.9 68.6 69.2 69.9
Price of Crude Oil, West Texas Intermediate (WTI) Dollars per barrel 66.3 67.0 67.6 68.2 68.9 69.5
Price of Natural Gas, Henry Hub Dollars per MMBtu 3.2 29 29 3.0 3.2 29
FHFA House Price Index, Purchase Only 1991Q1=100 331.5 3341 336.7 3393 3418 3442
Nominal Exchange Rate Index (Export Weighted) 1970Q1=100 1819 1817 1814 1811 180.9 1806
Labor
Unemployment Rate, Civilian, 16 Years or Older Percent 4.8 4.8 48 4.8 4.8 4.8
Labor Force, Civilian, 16 Years or Older Millions 169 169 169 169 169 169
Percentage change, annual rate 0.4 0.3 0.3 03 0.4 04
Labor Force Participation Rate, 16 Years or Older Percent 61.6 61.5 61.5 61.4 61.4 61.3
Potential Labor Force Participation Rate Percent 61.6 61.6 61.5 61.5 61.4 61.4
Employment, Civiian, 16 Years or Older (Household Survey) Miliions 161 161 161 161 161 161
Percentage change, annual rate 0.3 0.3 0.3 0.3 0.4 0.4
Employment, Total Nonfarm (Establishment Survey) Millions 155 155 155 156 156 156
Percentage change, annual rate 0.4 0.4 0.4 0.4 0.4 0.5
Labor Productivity Index {(Nonfarm Business Sector) 2012=100 121 121 122 122 123 124
Percentage change, annual rate 1.8 1.8 1.9 1.9 1.9 1.9
Hours of All Persons (Nonfarm Business Sector) 2012=100 1146 1147 1147 1148 1149 1150
Percentage change, annual rate 0.1 0.1 0.2 0.2 0.3 0.4
Population
Noninstitutional Population, Civilian, 16 Years or Older Millions 274 274 275 275 276 276
Percentage change, annual rate 0.7 0.7 0.7 0.7 0.7 0.7
Households (Total Occupied Housing Units) Millions 130 130 130 131 131 131
Interest Rates
10-Year Treasury Note Percent 3.7 3.7 3.7 3.7 37 3.7
3-Month Treasury Bill Percent 2.7 2.7 2.7 27 2.7 2.8
Federal Funds Rate Percent 3.0 3.0 3.0 3.0 3.0 31
income
Income, Personal Billions of doliars 24491 24727 24965 25204 25489 25737
Percentage of GDP 88.9 89.0 89.0 89.0 89.1 89.1
Compensation of Employees, Paid Billions of dollars 14856 14998 15141 15288 15436 15587
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Wnrknanar 1N.11

Percentage of GDP 53.9 54.0 54.0 54.0 54.0 54.0
Wages and Salaries Billions of dollars 12069 12184 12299 12417 12537 12660
Percentage of GDP 43.8 43.8 43.8 43.8 43.8 43.8
Nonwage Income Billions of dollars 6960 7023 7087 7151 7219 7289
Percentage of GDP 253 253 253 253 25.2 252
Proprietors' income, farm, with [IVA & CCAdj Billions of doliars 92 93 93 94 95 96
Percentage of GDP 0.3 0.3 0.3 0.3 0.3 0.3
Proprietors' income, nonfarm, with IVA & CCAd) Billions of dollars 2001 2111 2131 2151 2173 2195
Percentage of GDP 7.6 7.6 7.6 7.6 7.6 7.6
Income, rental, with CCAdj Billions of dollars 835 842 849 854 857 863
Percentage of GDP 3.0 3.0 3.0 3.0 3.0 3.0
Interest iIncome, personal Billions of dollars 2604 2631 2659 2688 2717 2744
Percentage of GDP 9.5 95 9.5 9.5 9.5 9.5
Dividend income, personal Billions of doliars 1338 1346 1355 1365 1377 1391
Percentage of GDP 4.9 4.8 4.8 4.8 4.8 4.8
Profits, Corporate, With IVA & CCAdj Billions of dollars 2619 2640 2663 2697 2731 2764
Percentage of GDP 9.5 9.5 9.5 9.5 9.6 9.6
Profits, Corporate, Domestic, With IVA & CCAdj Billions of dollars 2165 2181 2201 2231 2262 2290
Percentage of GDP 7.9 7.8 7.8 7.9 7.9 7.9

Components of GDP (Nominal)
Personal Consumption Expenditures Billions of dollars 19163 19346 19531 19721 19923 20124
Percentage change, annual rate 4.1 3.9 3.9 39 42 41
Gross Private Domestic Investment Billions of dollars 4794 4838 4883 4930 4970 5016
' Percentage change, annual rate 2.6 3.7 38 39 33 3.8
Nonresidential fixed investment Billions of dollars 3584 3617 3651 3686 3716 3751
Percentage change, annual rate 3.0 3.7 3.8 3.9 3.2 4.0
Residential fixed investment Billions of dollars 1165 1176 1187 1198 1207 1215
Percentage change, annual rate 3.3 37 3.9 3.8 29 2.6
Change in private inventories Billions of dollars 45 45 45 46 48 51
Government Consumption Expenditures and Gross Investmen Billions of dollars 4411 4445 4480 4514 4549 4584
Percentage change, annual rate 31 31 32 3.1 31 3.1
Federal Billions of dollars 1497 1505 1514 1523 1532 1541
Percentage change, annual rate 2.2 22 24 2.3 24 2.4
State and local Billions of dollars 2014 2940 2966 2991 3017 3043
Percentage change, annual rate 3.6 3.6 3.6 3.5 35 3.5
Net Exports of Goods and Services Billions of dollars -830 -836 -841 -844 -846 -848
Exports Billions of dollars 3542 3583 3625 3668 3711 3753
Percentage change, annual rate 4.8 4.8 4.8 4.8 47 4.7
Imports Billions of dollars 4371 4419 4466 4512 4557 4601
Percentage change, annual rate 4.4 4.4 4.3 4.2 4.0 3.9
Memorandum: Balance on Current Account Billions of dollars -821 -831 -838 -842 -846 -850

Components of GDP (Real)

Personal Consumption Expenditures Billions of 2012 dollars 15154 15224 15294 15367 15448 15528
Percentage change, annual rate 21 1.9 1.9 1.9 21 2.1
Gross Private Domestic Investment Billions of 2012 dollars 4017 4039 4062 4087 4105 4129
Percentage change, annual rate 1.2 22 23 24 1.8 23
Nonresidential fixed investment Billions of 2012 dollars 3231 3254 3276 3300 3318 3343
Percentage change, annual rate 2.0 2.8 2.8 2.9 22 3.0
Residential fixed investment Billions of 2012 dollars 733 734 736 737 737 736
Percentage change, annual rate 0.4 0.8 0.9 0.8 0.0 0.4
Change in private inventories Billions of 2012 dollars 38 38 37 38 40 42
Government Consumption Expenditures and Gross Investmen Billions of 2012 dollars 3292 3295 3299 3303 3307 3311
Percentage change, annual rate 0.4 0.4 0.5 0.5 0.5 0.5
Federal Billions of 2012 dollars 1203 1204 1205 1206 1207 1208
Percentage change, annual rate 0.2 0.2 0.4 0.3 0.4 0.4
State and local Billions of 2012 doliars 2082 2085 2088 2091 2094 2096
Percentage change, annual rate 0.6 0.5 0.5 0.5 0.5 0.5
Net Exports of Goods and Services Billions of 2012 dollars -1153 -1161 -1167 -1172 -1176 -1179
Exports Billions of 2012 dollars 3196 3220 3245 3270 3295 3320
Percentage change, annual rate 31 31 341 3.1 31 31
Imports Billions of 2012 dollars 4349 4381 4412 4442 4471 4499
Percentage change, annual rate 3.0 3.0 2.9 2.7 2.6 2.6

Source: Congressional Budget Office

Actual values reflect data released as of early December 2018. Forecast values are shaded.
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CCAdj = capital consumption adjustment; FHFA = Federal Housing Finance Agency; IVA = invento
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January 2019 Baseline Economic Forecast—Data Release (Quarterly) Workpaper JO-11

Units 2027Q3 2027Q4 2028Q1 2028Q2 2028Q3 2028Q4
Output
Gross Domestic Product (GDP) Billions of dollars 29159 29441 29720 30001 30285 30571
Percentage change, annual rate 4.0 3.9 3.8 3.8 38 38
Gross National Product (GNP) Biliions of dollars 29351 29634 29913 30194 30478 30764
Percentage change, annual rate 3.9 3.9 38 3.8 3.8 3.8
Potential GDP Billions of dollars 29312 29589 29870 30152 30437 30724
Percentage change, annual rate 38 38 3.8 3.8 38 3.8
Real GDP Billions of 2012 dollars 21949 22050 22147 22244 22341 22439
Percentage change, annual rate 1.9 1.8 1.8 1.8 1.8 1.8
Real GNP Billions of 2012 dollars 22092 22192 22288 22384 22480 22576
Percentage change, annual rate 1.9 1.8 1.7 1.7 1.7 1.7
Real Potential! GDP Billions of 2012 dollars 22064 22161 22258 22356 22453 22551
Percentage change, annual rate 1.8 1.8 18 1.8 1.8 1.8
Real Gross Value Added: Nonfarm Business Billions of 2012 dollars 17202 17296 17386 17476 17567 17658
Percentage change, annual rate 2.3 2.2 21 21 21 2.1
Prices
Price Index, Personal Consumption Expenditures (PCE) 2012=100 130.2 1309 1315 1322 1328 1335
Percentage change, annual rate 2.0 2.0 20 20 20 20
Price index, PCE, Excluding food and energy 2012=100 132.3 1330 1336 1343 1349 1356
Percentage change, annual rate 2.0 20 2.0 20 2.0 2.0
Consumer Price Index, All Urban Consumers (CPI-U) 1982-84=100 3119 3137 - 3155 3173 3192 3210
Percentage change, annual rate 2.3 2.3 23 23 2.4 24
CPI-U, Excluding Food and Energy 1982-84=100 3204 3222 3241 3259 3278 329.7
Percentage change, annual rate 2.3 23 23 23 23 23
Chained CPI-U Dec 1999=100 1735 1737 1747 1766 1772 1774
Percentage change, annual rate 1.3 0.3 24 4.5 13 0.3
GDP Price Index 2012=100 1328 1335 1342 1349 1356 136.2
Percentage change, annual rate 2.0 20 20 20 2.0 2.0
Employment Cost Index (ECI), Private Wages and Salaries  December 2005=100 179.5 180.8 1822 1836 185.0 1864
Percentage change, annual rate 3.1 3.1 3.1 3.1 31 31
Refiners' Acquisition Cost of Crude Oil, Imported Dollars per barrel 70.5 71.2 71.6 721 72.5 72.9
Price of Crude Oil, West Texas Intermediate (WTI) Dollars per barrel 70.2 70.8 71.2 71.7 721 72.5
Price of Natural Gas, Henry Hub Dollars per MMBtu 3.0 31 3.3 3.0 3.1 33
FHFA House Price Index, Purchase Only 1991Q1=100 3466 349.0 3522 355.0 3579 3608
Nominal Exchange Rate Index (Export Weighted) 1970Q1=100 1804 1801 179.8 1796 1793 1790
Labor
Unemployment Rate, Civilian, 16 Years or Older Percent 48 4.8 4.8 4.7 47 47
Labor Force, Civilian, 16 Years or Older Millions 170 170 170 170 170 170
Percentage change, annual rate 04 0.4 0.4 0.4 0.4 04
Labor Force Participation Rate, 16 Years or Older Percent 61.3 61.2 61.2 61.2 61.1 61.1
Potential Labor Force Participation Rate Percent 61.3 61.3 61.3 61.2 61.2 61.2
Employment, Civilian, 16 Years or Older (Household Survey) Millions 161 162 162 162 162 162
Percentage change, annual rate 0.4 0.5 0.4 0.4 0.4 0.5
Employment, Total Nonfarm (Establishment Survey) Millions 156 166 156 167 157 157
Percentage change, annual rate 0.5 0.5 05 05 0.5 0.5
Labor Productivity Index (Nonfarm Business Sector) 2012=100 124 125 125 126 126 127
Percentage change, annual rate 19 1.8 1.8 1.8 1.8 1.8
Hours of All Persons (Nonfarm Business Sector) 2012=100 11561 1152 1153 1154 1155 1156
Percentage change, annual rate 0.4 0.4 0.3 0.3 0.3 0.3
Population
Noninstitutional Population, Civilian, 16 Years or Older Millions 277 277 278 278 279 279
Percentage change, annual rate 0.7 0.7 0.6 0.6 0.6 0.6
Households (Total Occupied Housing Units) Millions 131 132 132 132 133 133
Interest Rates
10-Year Treasury Note Percent 3.7 3.7 3.7 3.7 3.7 37
3-Month Treasury Bill Percent 2.8 28 2.8 2.8 2.8 28
Federal Funds Rate Percent 3.1 3.1 31 31 341 3.1
Income
Income, Personal Billions of dollars 25988 26251 26569 26846 27127 27397
Percentage of GDP 89.1 89.2 89.4 89.5 89.6 89.6
Compensation of Employees, Paid Billions of dollars 15740 15895 16050 16207 16365 16527
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Wages and Salaries

Nonwage Income

Proprietors' income, farm, with IVA & CCAdj

Proprietors’ income, nonfarm, with IVA & CCAd

Income, rental, with CCAd
Interest income, personal
Dividend income, personal

Profits, Corporate, With IVA & CCAdj

Profits, Corporate, Domestic, With IVA & CCAd|

Components of GDP (Nominal)
Personal Consumption Expenditures

Gross Private Domestic Investment
Nonresidential fixed investment
Residential fixed investment

Change in private inventories

Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of doliars
Percentage of GDP

Billions of dollars
Percentage change, annual rate
Billions of dollars
Percentage change, annual rate
Billions of dollars
Percentage change, annual rate
Billions of dollars
Percentage change, annual rate
Biilons of dollars

Government Consumption Expenditures and Gross Investmen Billions of dollars

Federal
State and local

Net Exports of Goods and Services
Exports

imports
Memorandum: Balance on Current Account

Components of GDP (Real)
Personal Consumption Expenditures

Gross Private Domestic Investment
Nonresidential fixed investment
Residential fixed investment

Change in private inventories

Percentage change, annual rate
Billions of dollars
Percentage change, annual rate
Billions of dollars
Percentage change, annual rate
Billions of doliars
Billions of dollars
Percentage change, annual rate
Billions of dollars
Percentage change, annual rate
Billions of dollars

Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars

Government Consumption Expenditures and Gross Investmen Billions of 2012 dollars

Federal
State and local

Net Exports of Goods and Services
Exports

Imports

Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars
Billions of 2012 dollars
Percentage change, annual rate
Billions of 2012 dollars
Percentage change, annual rate

54.0
12784
43.8
7359
25.2
97
0.3
2217
7.6
869
3.0
2772
9.5
1405
4.8
2795
9.6
2318
7.9

20326
41
5062
37
3788
4.0
1221
23
53
4620
3.1
1551
25
3069
3.5
-848
3797
4.7
4645
39
-853

15606
2.0
4152
2.3
3368
3.0
735
0.6
44
3315
05
1209
0.5
2099
0.5
-1182
3346
3.1
4528
25

54.0
12909
43.8
7431
252
97
0.3
2239
7.6
874
3.0
2800
9.5
1420
48
2835
9.6
2353
8.0

20526
4.0
5109
37
3826
4.1
1228
21
55
4655
3.1
1560
25
3095
3.4
-849
3841
4.7
4690
3.9
-855

15683
2.0
4175
23
3393
31
734
-0.8
45
3319
0.5
1211
0.5
2101
0.5
-1185
3371
31
4556
2.6

54.0
13035
439
7506
25.3
98
0.3
2261
7.6
879
3.0
2832
9.5
1435
4.8
2863
9.6
2377
8.0

20728
4.0
5153

3.5

3863
4.0
1234
20
56
4691
341
1570
26
3121
34
-851
3885
4.7
4737
4.0
-861

15759
1.9
4196
21
3419
30
732
-0.9
46
3323
0.5
1213
0.5
2104
0.5
-1190
3397
31
4587
2.7

WArknanar 1N211

54.0 54.0 54.1
13162 13290 13419
43.9 43.9 43.9

7580 7655 7726
253 253 25.3

99 100 100
0.3 0.3 0.3
2283 2305 2328
7.6 76 7.6
885 891 897
29 2.9 2.9
2862 2893 2919
9.5 9.6 9.5
1451 1467 1483
4.8 4.8 4.8
2888 2912 2945
9.6 9.6 9.6
2397 2416 2444
8.0 8.0 8.0
20929 21133 21337
3.9 39 3.9
5199 5247 5296
3.6 3.7 3.8
3903 3945 3987
4.2 4.3 44
1240 1246 1253
2.0 21 23
56 56 55
4727 4763 4799
3.1 341 31
1580 1591 1601
2.6 26 2.6
3147 3173 3199
34 3.3 3.3

-866  -858  -862
3930 3975 4022

4.7 4.7 47
4785 4834 4884
4.1 4.2 4.2

-866 -872 -879

15834 15909 15984
1.9 1.9 1.9
4219 4243 4267
22 22 23
3446 3475 3504
33 3.3 34
731 729 728
-0.8 -0.8 -0.5
45 45 44
3327 3331 3335
0.5 0.5 04
1214 1216 1218
0.6 0.6 0.6
2106 2108 2110
0.5 0.4 0.4
-1195  -1201  -1207
3423 3450 3476
3.1 31 31
4618 4650 4683
2.8 2.8 2.8

Source: Congressional Budget Office.

Actual values reflect data released as of early December 2018. Forecast values are shaded.
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CCAdj = capital consumption adjustment; FHFA = Federal Housing Finance Agency; IVA = invento
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January 2019 Baseline Economic Forecast—Data Release (Calendar Year)
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Units 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029
Output
Gross Domestic Product (GDP) Billions of dollars 19485 20503 21478 22326 23145 23996 24907 25894 26909 27926 29018 30144 31299
Percentage change, annual rate 4.2 5.2 4.8 3.9 3.7 3.7 3.8 4.0 3.9 38 3.9 3.9 3.8
Gross National Product (GNP) Billions of dollars 19729 20761 21672 22498 23311 24164 25079 26077 27099 28119 29211 30337 31492
Percentage change, annual rate 4.3 5.2 44 3.8 3.6 3.7 3.8 4.0 3.9 38 3.9 3.9 3.8
Potential GDP Billions of dollars 19615 20428 21294 22183 23096 24038 25018 26025 27050 28096 29175 30296 31456
Percentage change, annual rate 3.6 4.1 4.2 4.2 41 4.1 41 4.0 3.9 3.9 3.8 3.8 3.8
Real GDP Billions of 2012 dollars 18051 18574 19070 19431 19740 20056 20393 20768 21146 21504 21898 22293 22684
Percentage change, annual rate 2.2 29 27 1.9 1.6 1.6 1.7 1.8 1.8 1.7 1.8 18 1.8
Real GNP Billions of 2012 dollars 18284 18820 19254 19590 19890 20203 20538 20918 21297 21653 22041 22432 22818
Percentage change, annual rate 2.3 2.9 23 17 15 1.6 1.7 1.8 1.8 1.7 1.8 1.8 1.7
Real Potential GDP Billions of 2012 dollars 18173 18511 18906 19307 19698 20091 20484 20873 21256 21635 22016 22405 22798
Percentage change, annual rate 1.7 1.9 2.1 2.1 2.0 2.0 2.0 1.8 1.8 1.8 1.8 1.8 1.8
Real Gross Vaiue Added: Nonfarm Business Billions of 2012 dollars 13700 14183 14629 14948 15217 15493 15788 16123 16464 16789 17154 17522 17889
Percentage change, annual rate 27 35 3.1 2.2 18 1.8 1.9 21 2.1 2.0 2.2 21 21
Prices
Price Index, Personal Consumption Expenditures (PCE) 2012=100 106.1 108.3 1103 1127 1151 117.56 120.0 1225 1249 1274 1299 1325 1352
Percentage change, annual rate 1.8 2.1 19 2.2 2.2 2.1 21 2.0 2.0 20 20 2.0 2.0
Price Index, PCE, Excluding food and energy 2012=100 108.0 1100 1122 1147 1171 119.6 122.0 1245 127.0 1294 1320 1346 1373
Percentage change, annual rate 1.6 1.9 20 22 2.2 21 21 2.0 2.0 20 2.0 2.0 2.0
Consumer Price Index, All Urban Consumers (CPI-U) 1982-84=100 2451 2512 2565 2631 2698 2766 2834 2901 2969 3039 3110 3183 3258
Percentage change, annual rate 21 2.5 2.1 2.6 2.6 25 2.5 2.4 2.3 2.3 2.3 2.3 24
CPI-U, Excluding Food and Energy 1982-84=100 2522 257.6 263.7 2707 2778 2847 2914 2983 3052 3122 3195 3269 3346
Percentage change, annual rate 1.8 21 2.4 26 2.6 25 2.4 2.3 23 23 23 23 24
Chained CPI-U Dec 1999=100 139.0 1421 1448 1482 1518 1553 1588 162.3 165.7 169.2 1728 1765 180.2
Percentage change, annual rate 1.8 2.2 1.9 24 2.4 2.3 2.3 2.2 21 21 2.1 21 21
GDP Price Index 2012=100 1079 1104 1126 1149 1172 1196 1221 1247 1273 1299 1325 1352 138.0
Percentage change, annual rate 1.9 2.2 2.1 2.0 2.0 20 21 21 21 2.0 2.0 2.0 20
Employment Cost Index (ECl), Private Wages and Salaries  December 2005=100 129.5 1334 1379 1429 1481 1531 158.1 163.2 168.3 1735 1788 1843 1899
Percentage change, annual rate 2.6 3.0 34 3.6 3.6 34 3.3 3.2 3.1 31 3.1 31 341
Refiners' Acquisition Cost of Crude Oil, Imported Dollars per barrel 49.2 628 596 594 59.2 59.4 604 626 65.1 67.6 70.2 72.3 73.8
Price of Crude Oil, West Texas Intermediate (WTI) Dollars per barrel 50.9 66.1 57.8 587 58.9 59.2 60.3 624 64.8 67.3 69.8 719 734
Price of Natural Gas, Henry Hub Dollars per MMBtu 3.0 3.2 3.2 2.7 2.6 2.7 2.7 2.8 29 3.0 3.1 3.2 33
FHFA House Price Index, Purchase Only 1991Q1=100 2454 2614 2720 279.7 2872 2953 3049 3150 3251 3354 3454 356.5 368.2
Nominal Exchange Rate Index (Export Weighted) 1970Q1=100 1886 1871 1918 1900 1882 1866 1851 183.8 1826 1815 1805 1794 1783
Labor
Unemployment Rate, Civilian, 16 Years or Older Percent 4.4 3.9 3.5 3.7 4.2 4.6 4.8 4.8 4.8 4.8 4.8 4.7 4.7
Labor Force, Civilian, 16 Years or Older Millions 160 162 163 164 165 166 167 168 168 169 170 170 171
Percentage change, annual rate 0.7 1.0 0.7 0.8 0.6 0.5 0.5 0.4 0.4 0.4 0.4 0.4 0.4
Labor Force Participation Rate, 16 Years or Older Percent 62.8 62.8 62.8 62.8 62.7 62.5 62.2 62.0 61.7 61.5 61.3 61.1 61.0
Potential Labor Force Participation Rate Percent 63.1 63.0 62.8 62.7 62.5 62.3 62.1 61.9 61.7 61.5 61.4 61.2 61.1
Employment, Civilian, 16 Years or Older (Househoid Survey) Millions 153 156 157 158 158 158 159 160 160 161 161 162 163
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Employment, Total Nonfarm (Establishment Survey)
Labor Productivity Index (Nonfarm Business Sector)
Hours of All Persons (Nonfarm Business Sector)
Population
Noninstitutional Population, Civilian, 16 Years or Older
Households (Total Occupied Housing Units)
Interest Rates
10-Year Treasury Note
3-Month Treasury Bill

Federal Funds Rate

Income
Income, Personal

Compensation of Employees, Paid

Wages and Salaries

Nonwage income
Proprietors' income, farm, with IVA & CCAd)
Proprietors' income, nonfarm, with [IVA & CCAdj
Income, rental, with CCAd
Interest income, personal
Dividend income, personal

Profits, Corporate, With IVA & CCAdj

Profits, Corporate, Domestic, With IVA & CCAdj

Components of GDP (Nominal)
Personal Consumption Expenditures

Gross Private Domestic Investment

Percentage change, annual rate

Millions

Percentage change, annual rate

2012=100

Percentage change, annual rate

2012=100

Percentage change, annual rate

Millions

Percentage change, annual rate

Millions

Percent
Percent
Percent

Billions of doliars
Percentage of GDP
Billhions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Biilions of dollars
Percentage of GDP
Billions of doliars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP
Biltions of dollars
Percentage of GDP
Billions of dollars
Percentage of GDP

Billions of dollars

Percentage change, annual rate

Billions of dollars

Percentage change, annual rate

1.3
147
1.6
103.9
1.1
109.5
1.6

255
0.6
120

23
0.9
1.0

16831
86.4
10407
53.4
8454
434
4863
25.0
39
02
1462
7.5
730
3.7
1523
7.8
1109
5.7
2099
10.8
1651
8.5

13321
4.3
3368
6.2

1.5
149
1.6
105.3
1.3
111.9
2.2

258
11
121

29
1.9
1.8

17580
85.7
10850
52.9
8831
43.1
5103
249
35
0.2
1543
75
762
3.7
1616
7.9
1147
5.6
2265
11.0
1789
8.7

13957
4.8
3644
8.2

1.1
161
1.4
107.1
1.7
113.5
1.4

260
0.8
122

34
2.8
2.9

18464
86.0
11359
52.9
9254
43.1
5361
25.0
43
0.2
1617
7.5
799
3.7
1703
7.9
1200
5.6
2335
10.9
1910
8.9

14661
5.0
3825
5.0

0.6
152
0.8
108.8
1.6
1141
05

262
0.8
124

3.6
3.2
34

19351
86.7
11879
53.2
9685
43.4
5617
252
57
0.3
1684
7.5
807
3.6
1833
8.2
1236
5.5
2322
104
1876
8.4

15328
4.5
3971
3.8

0.1
153
0.3
110.9
1.9
114.0
-0.1

264
0.8
125

3.7
3.2
3.4

20207
87.3
12376
53.5
10084
43.6
5847
253
68
0.3
1748
7.6
805
3.5
1965
8.5
1260
54
2318
10.0
1872
8.1

15913
3.8
4115
3.6

0.0
153
0.1
11341
2.0
113.8
-0.2

266
0.8
126

3.7
3.2
3.4

21081
87.9
12872
53.6
10476
43.7
6084
254
76
0.3
1814
7.6
800
3.3
2117
8.8
1276
5.3
2337
9.7
1897
7.9

16548
4.0
4252
3.3

0.3
153
0.3
115.2
1.8
113.9
0.1

268
0.8
127

3.8
3.0
33

21977
88.2
13389
53.8
10890
43.7
6327
25.4
82
0.3
1884
7.6
802
3.2
2273
9.1
1286
5.2
2381
9.6
1944
7.8

17231
4.1
4380
3.0

0.4
154
0.5
117.3
1.8
114.2
0.3

271
0.8
128

3.7
2.8
3.1

22909
88.5
13937
53.8
11332
43.8
6564
253
86
0.3
1963
7.6
814
3.1
2402
9.3
1299
5.0
2474
9.6
2033
7.9

17950
4.2
4542
3.7

0.4
155
0.5
119.4
1.8
114.5
0.3

273
0.8
129

3.7
27
3.0

23862
88.7
14501
53.9
11785
43.8
6803
253
90
0.3
2043
7.6
828
31
2522
94
1320
4.9
2568
9.5
2120
7.9

18695
4.1
4703
35
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0.3
155
0.4
121.6
1.8
114.7
0.1

275
0.7
130

3.7
2.7
3.0

24847
89.0
15070
54.0
12242
43.8
7055
25.3
93
0.3
2121
7.6
845
3.0
2646
9.5
1351
4.8
2655
9.5
2195
7.9

19440
4.0
4861
34

0.4
156
0.4
123.8
1.9
115.0
0.3

277
0.7
131

3.7
2.8
3.1

25866
89.1
15664
54.0
12722
43.8
7325
25.2
96
0.3
2206
7.6
866
3.0
2759
9.5
1398
4.8
2781
9.6
2306
7.9

20225
4.0
5039
3.7

0.4
157
0.5
126.1
1.8
1154
0.3

278
0.6
132

3.7
2.8
3.1

26985
89.5
16287
54.0
13226
43.9
7617
253
99
0.3
2294
7.6
888
29
2876
9.5
1459
4.8
2902
9.6
2409
8.0

21032
4.0
5224
3.7

0.5
158
0.5
128.3
1.8
116.8
0.3

280
0.6
133

3.8
2.8
341

28164
90.0
16933
541
13748
43.9
7919
253
102
0.3
2385
7.6
912
29
3000
9.6
1521
4.9
3010
9.6
2496
8.0

21857
3.9
5424
3.8
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Nonresidential fixed investment Billtons of doliars 2588 2798 2940 3041 3131 3204 3272 3381 3508 3634 3770 3925 4093
Percentage change, annual rate 6.0 8.1 5.1 3.5 29 24 21 33 3.8 3.6 37 4.1 4.3

Residential fixed investment Billions of dollars 755 797 829 885 947 1010 1070 1115 1144 1182 1218 1243 1275
Percentage change, annual rate 8.0 5.6 4.0 6.8 7.0 6.7 59 4.1 27 33 31 21 25

Change n private inventories Billions of dollars 26 49 56 45 38 37 38 47 50 45 52 56 56
Government Consumption Expenditures and Gross Investmer Billions of dollars 3375 3529 3673 3728 3836 3943 4065 4194 4327 4462 4602 4745 4890
Percentage change, annual rate 25 4.6 41 1.5 29 2.8 31 3.2 3.2 3.1 3.1 31 3.1

Federal Billions of dollars 1265 1324 1378 1348 1370 1388 1415 1445 1477 1510 1546 1586 1627
Percentage change, annual rate 2.7 47 41 2.2 1.6 13 20 21 2.2 2.2 24 26 2.6

State and local Billions of dollars 2109 2205 2295 2380 2465 2555 2650 2749 2850 2053 3056 3160 3263
Percentage change, annual rate 2.5 4.5 4.1 3.7 36 36 3.7 37 3.7 36 3.5 34 33

Net Exports of Goods and Services Billions of dollars -578 626  -681 -701 -719 -746 -769 -792 -815 -838 -848 -857 -872
Exports Billions of dollars 2350 2533 2584 2706 2840 2982 3130 3282 3440 3604 3775 3953 4140
Percentage change, annual rate 6.0 7.8 2.0 4.7 5.0 5.0 5.0 438 4.8 4.8 4.7 4.7 4.7

Imports Billions of dollars 2929 3159 3265 3407 3559 3728 3900 4073 4254 4442 4623 4810 5012
Percentage change, annual rate 7.0 7.9 3.4 4.3 4.5 4.7 4.6 4.4 4.5 4.4 41 4.0 4.2

Memorandum: Balance on Current Account Billions of dollars -473 -505 -622 -672 -704 -737 -7656  -785 -808 -833 -851 -870 -895

Components of GDP (Real)

Personal Consumption Expenditures Billions of 2012 dollars 12559 12893 13294 13605 13827 14079 14359 14658 14967 15260 15566 15871 16171
Percentage change, annual rate 2.5 27 3.1 2.3 1.6 1.8 2.0 21 21 2.0 2.0 20 1.9

Gross Private Domestic Investment Billions of 2012 dollars 3197 3382 3503 3599 3683 3754 3813 3896 3976 4051 4140 4231 4331
Percentage change, annual rate 4.8 5.8 3.6 2.7 2.3 19 1.6 22 2.0 1.9 2.2 22 2.4

Nonresidential fixed investment Billions of 2012 dollars 2538 2713 2818 2893 2047 2988 3022 3094 3181 3265 3355 3461 3575
Percentage change, annual rate 53 6.9 3.9 27 1.9 14 1.2 2.4 2.8 2.6 2.8 3.1 3.3

Residential fixed investment Billions of 2012 dollars 611 611 617 647 679 707 728 735 732 735 736 730 727
Percentage change, annual rate 3.3 -0.1 1.1 4.9 4.9 4.2 29 1.0 -0.4 0.3 0.1 -0.8 -0.4

Change in private inventories Billions of 2012 dollars 23 M 56 43 36 34 34 M1 43 38 43 45 44
Government Consumption Expenditures and Gross Investmer Billions of 2012 dollars 3130 3184 3242 3213 3228 3237 3252 3268 3283 3297 3313 3329 3344
Percentage change, annual rate -0.1 1.7 1.8 -0.9 0.4 0.3 0.5 0.5 0.5 0.4 0.5 0.5 0.4

Federal Billions of 2012 dollars 1196 1232 1261 1212 1208 1200 1199 1200 1202 1204 1209 1215 1223
Percentage change, annual rate 0.7 3.0 2.3 -3.9 -0.3 -0.7 -0.1 0.1 0.2 0.2 0.4 0.5 0.6

State and local Billions of 2012 dollars 1932 1951 1980 1999 2016 2032 2048 2062 2075 2087 2097 2107 2115
Percentage change, annual rate -0.5 1.0 1.5 1.0 0.9 0.8 0.8 0.7 0.6 0.6 0.5 0.5 0.4

Net Exports of Goods and Services Billions of 2012 dollars -859 -915 -1007 -1026 -1040 -1059 -1080 -1105 -1134 -1163 -1181 -1198 -1223
Exports Billions of 2012 dollars 2450 2547 2589 2676 2767 2858 2948 3041 3135 3232 3333 3437 3544
Percentage change, annual rate 3.0 4.0 1.6 34 34 3.3 3.2 3.1 3.1 3.1 3.1 3.1 3.1

Imports Billions of 2012 dollars 3309 3462 3596 3702 3806 3917 4028 4146 4270 4396 4514 4635 4767
Percentage change, annual rate 4.6 4.6 3.8 3.0 2.8 2.9 2.8 2.9 3.0 3.0 2.7 2.7 2.9

Source: Congressional Budget Office.

Actual values reflect data released as of early December 2018. Forecast values are shaded.

CCAd) = capital consumption adjustment; FHFA = Federal Housing Finance Agency; IVA = inventory valuation adjustment; MMBtu = 1 million British thermal units.
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This file presents data that supplement CBO's January 2019 report The Budget and Economic Outlook 2019 to 2029
www cbo gov/publication/54918

January 2019 Baseline Economic Forecast—Data Release (Fiscal Year)

Units 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029
Output
Gross Domestic Product (GDP) Billions of dollars 19272 20236 21252 22120 22939 23778 24672 25642 26656 27667 28738 29862 31006
Percentage change, annual rate 39 5.0 50 4.1 37 37 38 3.9 40 38 3.9 39 3.8
Gross National Product (GNP) Billions of dollars 19510 20505 21455 22295 23105 23946 24842 25822 26844 27860 28930 30055 31199
Percentage change, annual rate 40 51 4.6 3.9 36 3.6 3.7 3.9 4.0 3.8 3.8 3.9 3.8
Potentiai GDP Billions of dollars 19438 20215 21075 21959 22865 23799 24770 25771 26792 27832 28902 30012 31162
Percentage change, annual rate 3.5 4.0 4.3 42 4.1 4.1 4.1 4.0 4.0 39 38 38 38
Real GDP Billions of 2012 dollars 17941 18433 18963 19349 19664 19976 20306 20672 21054 21413 21796 22195 22585
Percentage change, annual rate 21 27 29 20 1.6 16 1.7 18 1.8 1.7 1.8 1.8 1.8
Real GNP Billions of 2012 dollars 18169 18689 19156 19512 19815 20123 20451 20820 21205 21563 21941 22336 22721
Percentage change, annual rate 22 29 25 1.9 1.5 1.6 1.6 1.8 1.8 1.7 1.8 1.8 1.7
Real Potential GDP Billlons of 2012 dollars 18098 18420 18805 19208 19600 19993 20386 20776 21161 21541 21920 22307 22699
Percentage change, annual rate 1.7 1.8 24 241 20 20 20 1.9 1.9 1.8 1.8 1.8 1.8
Real Gross Value Added Nonfarm Business Bilions of 2012 doflars 13596 14056 14533 14875 15150 15422 15711 16037 16381 16706 17059 17431 17796
Percentage change, annual rate 25 3.4 34 2.4 1.8 1.8 1.9 21 2.1 2.0 21 2.2 21
Prices
Price Index, Personal Consumption Expenditures (PCE) 2012=100 1056 107.7 109.7 1121 1145 1169 1194 1218 1243 1268 1293 1319 1345
Percentage change, annual rate 1.7 20 1.9 24 22 21 21 21 20 20 20 20 20
Price Index, PCE, Excluding food and energy 2012=100 1075 1095 1116 1140 1165 119.0 1214 1239 1263 1288 1314 1339 1366
Percentage change, annual rate 1.7 18 2.0 2.2 2.2 241 24 20 20 20 20 20 2.0
Consumer Price Index, All Urban Consumers (CPI-U) 1982-84=100 2439 249.7 2551 261.4 2681 2749 2817 2885 2952 3021 309.2 3164 3239
Percentage change, annual rate 21 24 2.2 24 26 2.5 25 24 23 23 23 23 2.4
CPI-U, Excluding Food and Energy 1982-84=100 2511 2562 2620 2689 276.0 2830 289.7 2966 3034 3104 3176 3250 3326
Percentage change, annual rate 2.0 20 23 2.6 2.6 25 2.4 2.4 2.3 23 23 23 23
Chained CPI-U Dec 1999=100 1384 1413 1441 1473 1509 1544 1580 1614 1649 1683 1719 1756 1793
Percentage change, annual rate 17 24 2.0 23 24 2.4 23 2.2 21 21 21 21 2.1
GDP Price Index 2012=100 1074 109.7 1121 1143 1167 119.0 1215 1240 1266 1292 1318 1345 1373
Percentage change, annual rate 18 22 21 2.0 2.0 20 2.1 2.1 21 21 20 20 2.0
Employment Cost Index (ECI), Private Wages and Salanes December 2005=100 1286 1324 1367 141.7 1468 1519 1569 1619 1670 1722 1775 1829 1885
Percentage change, annual rate 25 29 3.3 3.6 3.6 3.5 33 3.2 3.1 3.1 31 3.1 3.1
Refiners' Acquisition Cost of Crude Qil, Imported Dollars per barrel 46.6 610 60.2 59.5 59.2 59.3 60.1 62.0 64.5 67.0 69.6 71.8 734
Price of Crude OH, West Texas Intermediate (WTI) Dollars per barrel 493 640 590 586 588 591 599 618 642 667 692 714 730
Price of Natural Gas, Henry Hub Dollars per MMBtu 3.0 29 3.5 27 26 26 27 2.8 29 3.0 341 34 3.2
FHFA House Price Index, Purchase Only 1991Q1=100 2414 2579 269.7 2779 2853 2933 3023 3125 3226 3328 343.0 3535 365.2

Nominal Exchange Rate Index (Export Weighted) 1970Q1=100 1908 1852 1924 190.3 188.7 187.0 1855 1841 1829 1818 180.7 1797 1786
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SELECTION CRITERIA FOR COMPARABLE COMPANIES AND EARNINGS GROWTH

Ticker Market Cap." || TD/Capital"?| S&P Rating® Earnings Growth
‘Symbol Company (Millions) VL Zacks® Average |
1| LNT [Alliant Energy Corp. $10,835 53.3% A- 6.50% 5.40% 5.95%
2| AEE |Ameren Corporation $17,386 50.3% BBB+ 6.50% 6.20% 6.35%
3{ AEP [American Electric Power Company, Inc. (AEP) $39,968 53.2% A- 4.00% 5.70% 4.85%
4 BKH |Black Hills Corporation $4,319 57.5% BBB+ 6.00% 4.80% 5.40%
5| ED |Consolidated Edison, Inc. $24,163 48.9% A- 3.00% 2.00% 2.50%
6] DTE |DTE Energy Company $22,333 54.2% BBB+ 5.00% 6.00% 5.50%
7| DUK |Duke Energy Corporation $63,090 54.0% A- 5.50% 5.00% 5.25%
8| EE |El Paso Electric Company $2,435 52.5% BBB 4.50% 4.10% 4.30%
9! ES |Eversource Energy $21,963 51.2% A+ 5.50% 5.60% 5.55%
10 EXC |Exelon Corporation $45,730 52.2% BBB+ 7.50% 4.10% 5.80%
11| FTS |Fortis Inc. $20,371 58.8% A- 5.50% 4.90% 5.20%
12| DA |IDACORP, Inc. $4,911 43.6% BBB 3.50% 3.80% 3.65%
13| NEE [NextEra Energy, Inc. $85,156 52.7% A- 9.00% 7.70% 8.35%
14| NWE [NorthWestern Corporation $3,481 52.2% BBB 3.00% 2.50% 2.75%
15| OGE |OGE Energy Corp. $8,399 42.0% BBB+ 6.50% 4.60% 5.55%
16| OTTR |Otter Tail Corporation $1,995 44.7% BBB 5.00% 7.00% 6.00%
17| PNW |Pinnacle West Capital Corporation $10,566 47 0% A- 5.00% 5.00% 5.00%
18| POR |Portland General Electric Company $4,519 46.5% BBB+ 4.50% 4.10% 4.30%
19| PEG |Public Service Enterprise Group Incorporated $27,749 46.6% BBB+ 4.50% 6.30% 5.40%
20 WEC |WEC Energy Group, Inc. $24,053 50.4% A- 6.00% 4.40% 5.20%
21| XEL |Xcel Energy Inc. $28,210 56.4% A- 5.50% 5.90% 5.70%
Averages $22,459 50.87% 5.33% 5.00% 5.17%

Sources' 'Value Line Investment Report. Electric Utility East (February 15, 2019), Electric Utility Central (March 15,2019), and Electric Utility West (April 26, 2019)

2 Most recent capttal structure from Value Line Investment Report Electric Utiity East (as of 2017), Electric Utility Central (as of 2018), and Electric Utiity West (as of 2018).
% |ssuer Credit Rating from S&P Global Ratings, retneved on April 23, 2019, from S&P Global Market Intelligence (www.shl.com)
* Zacks Investment Research, retneved on Apni 22, 2019, from www zacks com/stock/quote/

00000615



Public Utility Commuission of Texas
Docket No. 49421

Source Yahoo Finance (https //finance yahoo.com/lookup/)

Workpaper JO-12

AVERAGE STOCK PRICE
Ticker 12-week 12 11 10 9 8 7 6 5 4 3 2 1
Symbol Company Average | 4/22/2019] 4/15/2019| 4/8/2019 4/1/2019 | 3/25/2019 | 3/18/2019| 3/11/2019| 3/4/2019 | 2/25/2019]| 2/18/2019| 2/11/2019| 2/4/2019
1 LNT Alliant Energy Corp. $46.34 $46.68 $45.98 $46.81 $46.74 $47.13 $47.55 $47.40 $46.25 $45.87 $45.68 $44.98 $45.00
2 AEE Ameren Corporation $71.61 $71 99 $70 48 $7198 $72 39 $73.55 $7375 $72.56 $71.23 $70 47 $71 71 $69.22 $70 01
3 AEP American Electric Power Compan| $82.59 | $84 02 $83 01 $84.15 $83 57 $83.75 $85.14 $83.81 $81 95 $81.40 $81 72 $79.27 $79.34
4 BKH Black Hills Corporation $72.00 $71.96 $71.32 $72.92 $73.84 $74.07 $72.87 $73.02 $72 81 $71.95 $71 19 $69.14 $68.93
5 ED Consolidated Edison, Inc. $83.03 $84.32 $83 61 $84 55 $84.81 $84 81 $84 91 $84.84 $83.82 $82 66 $82.10 $77 77 $78.19
6 DTE DTE Energy Company $122.66 | $124.04 | $123 21 $124.42 $123.98 $124.74 $124.89 | $123.04 | $122.26 | $12197 | $122.78 | $11890 | $117.66
7 DUK Duke Energy Corporation $89.73 $89.68 $89.14 $90.45 $90 53 $90.00 $90.70 $90 65 $90.20 $89.53 $89 91 $86.60 $89.36
8 EE El Paso Electric Company $57.46 $59.80 $58 90 $60 40 $60 03 $58.82 $57 55 $58 24 $58.09 $56.74 $54.67 $53.06 $53.22
9 ES Eversource Energy $70.35 $70.86 $69.96 $7068 $71.08 $70.95 $7169 $71.73 $69 15 $69.20 $69.76 $69 66 $69 51
10 EXC Exelon Corporation $49.20 $50.07 $49 40 $49.70 $49 90 $50 13 $50 28 $50 00 $48 78 $48.54 $48 37 $47.90 $47.36
11 FTS Fortis Inc $36.41 $36 63 $37.29 $37 50 $37 24 $36 99 $37 01 $36.68 $35.92 $35 54 $35.63 $34 84 $3568
12 IDA IDACORP, Inc $98.90 $98.04 $97 09 $98 81 $99 24 $99 54 $100.02 $99 54 $100 34 $98 92 $99 42 $97 89 $97 A1
13 NEE NextEra Energy, Inc. $188.78 | $19006 | $189 36 $190 85 $190.08 $193.32 $193.93 | $19124 | $188.70 | $186.31 | $186.88 | $182.82 | $181.79
14 NWE NorthWestern Corporation $68.59 $68 77 $68 24 $69.66 $7070 $70.41 $70.65 $70 16 $69 60 $68 49 $66 86 $65.01 $64.48
15 OGE OGE Energy Corp $42.09 $42 02 $41.43 $41 80 $42.70 $4275 $42 74 $42 74 $42 01 $42 07 $42.42 $41 52 $40 91
16 OTTR Otter Tail Corporation $50.07 $50 70 $50 50 $50.57 $50 18 $49 82 $48 58 $50 13 $50 43 $50.63 $49 94 $49.88 $49.54
17 PNW Pinnacle West Capital Corporatioj $93.81 $94 80 $94 07 $95.31 $94 64 $95.58 $96.72 $96.15 $93 16 $92 78 $93.22 $89 96 $89 38
18 POR Portland General Electric Compar $50.74 | $51.19 $50.26 $51 76 $51 83 $51 84 $51 38 $51.97 $51.13 $49.97 $50.10 $48.59 $48 92
19 PEG Public Service Enterprise Group 1| $58.44 $58.70 $58.87 $59 89 $59.70 $59.41 $59.63 $5973 $58 41 $58.78 $56.84 $55.87 $56.44
20 WEC WEC Energy Group, Inc $77.03 $77.05 $76.29 $77 82 $78.22 $79.08 $79.33 $78 88 $77.00 $76.03 $76.64 $73.88 $74.13
21 XEL Xcel Energy Inc $55.16 $55 41 $54 68 $55 87 $55.71 $56 21 $57 07 $56 10 $55 27 $54.53 $54 87 $53.08 $5310

Mt

' Stock Prices are adjusted by Yahoo Finance to reflect the effects of the date when the next dividend 1s expected to be paid
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FORECASTED DIVIDENDS
Ticker Growth Rate' Next Four Quarters Total Stock Price |Dividend
Symbol Company (Attach. JO-2)| Next 2nd 3rd 4th Proj. D, |(Attach. JO-3)| Yield
LNT {Alliant Energy Corp. 5.95% $0.3550 $0.3550 $0.3550 $0.3761| $1.44 $46.34 3.11%
AEE |Ameren Corporation 6.35% $0.4750 $0.4750 $0.5052 $0.5052| $1.96 $71.61 2.74%
AEP |American Electric Power 4.85% $0.6700 $0.6700 $0.7025 $0.7025 $2.74 $82.59 3.32%
BKH |Black Hills Corporation 5.40% $0.5050 $0.5050 $0.5323 $0.5323 $2.07 $72.00 2.88%
ED [Consolidated Edison, Ing 2.50% $0.7400 $0.7400 $0.7400 $0.7585 $2.98 $83.03 3.59%
DTE |DTE Energy Company 5.50% $0.9450 $0.9450 $0.9450 $0.9970 $3.83 $122.66 3.12%
DUK (Duke Energy Corporatio 5.25% $0.9275 $0.9762 $0.9762 $0.9762| $3.86 $89.73 4.30%
EE |El Paso Electric Compar 4.30% $0.3755 $0.3755 $0.3755 $0.3755 $1.50 $57.46 2.61%
ES |Eversource Energy 5.55% $0.5350 $0.5350 $0.5350 $0.5647| $2.17 $70.35 3.08%
EXC |Exelon Corporation 5.80% $0.3625 $0.3625 $0.3625 $0.3835| $1.47 $49.20 2.99%
FTS |Fortis Inc. 5.20% $0.4500 $0.4500 $0.4734 $0.4734 $1.85 $36.41 5.07%
IDA |IDACORP, inc. 3.65% $0.6300 $0.6300 $0.6530 $0.6530 $2.57 $98.90 2.59%
NEE |NextEra Energy, Inc. 8.35% $1.2027 $1.2027 $1.2027 $1.3031| $4.91 $188.78 2.60%
NWE (NorthWestern Corporati{  2.75% $0.5750 $0.5750 $0.5750 $0.5908| $2.32 $68.59 3.38%
OGE |OGE Energy Corp. 5.55% $0.3650 $0.3650 $0.3853 $0.3853| $1.50 $42.09 3.56%
OTTR |Otter Tail Corporation 6.00% $0.3500 $0.3500 $0.3500 $0.3710| $1.42 $50.07 2.84%
PNW |Pinnacle West Capital C|  5.00% $0.7375 $0.7375 $0.7744 $0.7744| $3.02 $93.81 3.22%
POR |Portland General Electri 4.30% $0.3625 $0.3781 $0.3781 $0.3781| $1.50 $50.74 2.95%
PEG |Public Service Enterpris¢  5.40% $0.4743 $0.4743 $0.4743 $0.4999| $1.92 $58.44 3.29%
WEC |WEC Energy Group, Inc 5.20% $0.5900 $0.5900 $0.5900 $0.6207 $2.39 $77.03 3.10%
XEL ([Xcel Energy Inc. 5.70% $0.4050 $0.4050 $0.4050 $0.4281 $1.64 $55.16 2.98%

" The growth rate is applied to the quarterly dividend during the period when dividends have historically increased.
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1% Quartite 6 90%
Average ROE 7.22%
3 Quartie 7 28%

Maximum ROE 920%
. MULTI-STAGE DISCOUNTED CASH FLOW
LNT AEE AEP BKH ED DTE DUK EE ES EXC FTS DA NEE NWE OGE OTTR PNW POR PEG WEC XEL

00000618

Stock Price $46 34 $7161 $82 59 $7200 $8303 $12266 $8973 $57 46 $7035 $49 20 $36 41 $98 90 $188 78 $68 59 $42 09 $50 07 $93 81 $50 74 $58 44 $77 03 $55 16
D1 $144 $196 $274 $207 $2 98 $383 $3 86 $150 $217 $147 $185 $257 $4 91 $232 $150 $142 $302 $150 $192 $239 $164
5Yr Growth 595% 6 35% 4 85% 5 40% 2 50% 5 50% 5 25% 4 30% 555% 580% 520% 365% 8 35% 2 75% 5.55% 6 00% 500% 4 30% 5 40% 520% 570%
L-t Growth 3.90% 390% 390% 390% 390% 390% 390% 390% 3 90% 3 90% 390% 390% 390% 390% 390% 390% 390% 3 90% 390% 390% 3 90%
Costof Equity| 7.21% 6.84% 731% 6.90% 728% 7.17% 8.39% 649% 7.14% 706% 9.20% 6.40% 6.90% 711% 7.66% 6.92% 7.22% 6.85% 7.34% 712% 7.04%
Cash Flows
2019 $4634 -$7161 -$8250 -$7200 -$8303 -$12266 -38973 -$5746 -$7035 -$4920 -$3641 -$9890 -$18878 -$6859 -$4209 -$5007 -39381 -35074  -$5844  -$77.03 -$55 16
2020 $1 44 $196 $274 $207 $2 98 $383 33 86 $150 $2 17 $1 47 $185 $2 57 $4 91 $232 $150 $142 $302 $1 50 $192 $2 39 $164
2021 $153 $208 $288 $2.19 $3 05 $4 04 $4 06 $157 $2 29 $1 56 $194 $2 66 $532 $238 $158 $151 $317 $1 56 $203 $2 51 $174
2022 $162 $222 $302 $2 30 $313 $4 27 $4 27 $163 $2 42 $165 $2 04 $276 $577 $2 44 $167 $160 $333 $163 $214 $2 65 3184
2023 $1 71 $2 36 $3 16 $243 $321 $4 50 $4 50 $170 $255 $174 $215 $2 86 $6 25 $2 51 $176 $169 $3 50 $170 $225 $278 $194
2024 $182 $2 51 $332 $2 56 $3 29 $475 $4 73 $178 $2 69 $184 $226 $2 96 $6 77 $2 58 $1 86 $179 $368 $177 $237 $2 83 $205
2025 $189 $2 61 $345 $2 66 $342 $493 $4 92 $185 $2 80 $192 $235 $308 $703 $2 68 $194 $186 $3 82 $184 $247 $304 $213
2026 $1 96 $271 $3 58 $276 $355 $512 $5 11 $192 $2 91 $1 99 $2 44 $3 20 $7 31 $279 $2 01 $194 3397 $191 $2 56 3316 $221
2027 $2 04 $2 81 $372 $287 $369 $532 $531 $199 $302 $207 $2 54 $332 $7 59 $2 90 $2 09 $201 $412 $199 $2 66 $328 $2 30
2028 $212 $292 $3 87 $2 98 $383 $5 53 $5 51 $207 $314 $215 $264 $345 $7 89 $3 01 $217 $209 $4 28 $206 $277 $341 $239
2029 $220 $3 04 $4 02 $310 $398 $575 3573 $2 15 $3 26 $223 $274 $3 59 $8 20 $313 $226 $217 $4 45 $214 $2 87 $3 55 3248
2030 $228 $315 $417 $322 $4 14 $597 $595 $224 $339 $232 $2 85 $373 $8 52 $325 $2 34 $226 $4 62 $223 $299 $3 68 $258
2031 $237 $328 $434 $335 $4 30 $6 20 $6 19 $2 32 $3 52 $2 41 $296 $387 $8 85 $337 $243 $2 34 $4 80 $232 $310 $383 $268
2032 $247 $3 41 $4 51 $3 48 $4 46 $6 45 $6 43 $241 $3 66 3250 $3 07 $4 02 $9 19 $3 51 $253 $244 $4 99 $241 $322 $398 $279
2033 $2 56 $3 54 $4 68 $3 61 $4 64 $6 70 $6 68 $2 51 $3 80 $2 60 $319 $4 18 $9 55 $3 64 $2 63 $253 $519 $2 50 $3 35 $4 13 $2 89
2034 $2 66 $368 $4 86 $375 $4 82 $6 96 $6 94 $2 61 $3 95 3270 $332 $4 34 $9 92 $378 $273 $263 $5 39 $2 60 $348 $4 29 $3 01
2035 $277 $382 $5 05 $390 $501 $7 23 $7 21 $271 $4 10 $2 81 $3 45 $4 51 $1031 $393 $284 3273 $5 60 $270 $3 61 $4 46 $312
2036 $2 87 $397 $525 $4 05 $520 $7 51 $7 49 $2 81 $4 26 $292 $3 58 $4 69 $10 71 $4 09 $295 $2 84 $582 $2 80 $376 $4 63 $325
2037 $299 $412 $5 46 $4 21 $5 41 $7 81 $778 $292 $4.43 $303 $372 $4 87 $1113 $4 24 $306 $2 95 $6 04 $291 $3 90 $4 81 $337
2038 $310 428 $567 3437  $562  $811 9808 $304  $460  §315  §386  $506  $1156  $441  $318 9307 $628 8303 $405 8500  $350
[ Hidden Rows]

2165 $39985 $55217 $73048 $56374 $72391 $1,04526 $1,04190 $39136 $59296 $40584 $49805 $65212 $1,49036 $56836 $41008 $39501 $80927 $39002 $52251 $644 73 $451 60

2166 $41544 $57370 $75897 $58572 $75214 $1,08603 $1,08254 $40662 $61608 $42167 $51748 $67755 $1,54849 $59053 $42607 $41042 $84084 $40523 $54288 $669 87 $469 21
2167 $43165 $50608 $78857 $60857 $78148 $1,12838 $1,12475 $42248 $64011 343811 $53766 $70397 $1,60888 $613.56 $44269 $42642 $87I63 342103 $564 06  $696 00 $487 51

2168 $448 48 $61932 $81932 $63230 $81195 $1,17239 $1,16862 $43896 $66507 $45520 $55863 $73143 $1,67163 $63748 $45995 $44305 $90770 $43745 $58605 $72314 $506 52

2169 $46597  $64348  $85127 $656 96  $84362 $1,21811 $1,21420 $45608 $69101  $47295 $58041 $75995 $1,73682 $66235 $47789 $46033 $94310 $45451  $60891 $75134 $526 28




Mid-point of longer run Change in real GDP  1.90% Workpaper JO'1 2

Longer run PCE inflation 2.00%
GDP growth 3.90%

48  PART 3: SUMMARY OF LCONOMIC PROJECTIONS

Table 1. Economic projections of Federal Reserve Beard members and Federal Reserve Bank presidents. under their
individual assessments of projected appropriate monetary policy. December 2018

Pereont
Median- Central tendency” Runge’
Variable oy . .
18 | 2009 | 2020 | 2021 (RO 515 | aare | 200 | 2020 [ FORESTE agin | oagro | an20 | 2o | ROnEer
run run run
Change mreal GDP 23 20 1§ 19 3031 2325 1820 (S20F18 203031 2027 1522 2001722
September projection 3 25 n s 0 L 3032 2427 1821 16 2.0; T T 29 3 2028 1724 152101721
1 1 :
Unemploy ment rate 37 23 36 38 ; 44 37 A3RT FFAIR 3639142 45 37 24040 34 343 3442040 46
September projection 37 35 3% 37 E 43 37 34036 3438 3530033 463738 34 38 33 40 34 42?444)4(\
PCE inflation i 1.9 21 AR I 2.0 Rl IN 21 20 rF 202 214 I3 1y 1822 2022 202 '%i 24
September projection 21 200 21 21 i T 42o 21 2021 2122 20 227000 1922 20023 2022 2023 : 24
Core PCE nflation’ 19 20 24 20 | ER19 2020 2921 2021} (S 19 1922 2022 20 23]
September projecuon | 24 21 21 21 | 1920 2020 2122 20224 1920 2023 2022 20 23]
Memo: Projecied { I :
appropriate polivy path i i !
Federal tunds rate 240029 301 3128 | 24 2631 2934 263102530(2124 2431 2436 24 36[2535
September projecuon | 24 At 34 34 30 (2124 2934 3136 29 %6 283012124 2126 213 21 48 . 25353

Norr Projecuons of chunge fu teal gross domeste prodoct4GDPy and projecuons for both mewutes of inflation ie percent changes ftom the fourtly quurter of the previows
year to the fourth quarier of the year indicated PCE inflatn and evnre PCR nflation are the pereentage rates of change in, respectively. the price index for personal coasump-
ton eypendtures (PCEy and the price index for POF excluding foed and energy Projections for the unemployment rate are for the averaze oivibion unemployment rate 1o the
fourth quarter of thz year indicated hach parucipant’s projeeons are based on s or her assessment of appropriate monetary policy Longer-run projections represent each
purticipant’s assessment of the tate 1o which each vanable would be expected o converpe under appropriate muonctary pohicy and in the absctwe of further shocks 1o the econ-
omy The projections {or the tederal funds rate are the value of the midpoint of the projecied appropriate target range for the federal funds rate or the projected appropriaie
target fevel for the federal Yunds rate at the end of the specified calendar year or over the fonger run. The September projections were made 1n conjunction with the meetiag of
the Federal Open Market Committee on September 25 26, 2048, One purticipant did not submit fonger-run projections for the change in real GDP. the unemployment rate. or
the federal funds rate in conmnction with the September 25 26, 2018, meeung. and one participant did aotsubmit such projecuons m conjunction with the December IS 19,
2018, mecting

I Foreach period, the median s the muddie projection when the projections are arranged from lowest to highest When the number of projections is even. the median s the
average of the two middie projections.

2. The ventral tendeacy excludes the thice highest and three fowest projections for cach variable in cach year

3 The range for a variable m & given year includes all parucipants’ projecuons. from lowest te highest, for that variable 1n that year

4 Longer-run progecuens for core PCE inflaton are not collected

On balance. participants continued to view growth for 2018 and 2019 were slightly lower,
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