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CITY COUNCIL ACTION ITEM

port

AGENDA TITLE RESOLUTION NO. 740 — SUSPENDING IMPLEMENTATION OF THE
CENTERPOINT ENERGY ENTEX AND CENTERPOINT ENERGY TEXAS GAS
SOUTH TEXAS DIVISION REQUESTED RATE CHANGE:
THE CITY COUNCIL WILL CONSIDER RESOLUTION NO. 740 WHICH
SUSPENDS THE CENTERPOINT ENERGY ENTEX AND CENTERPOINT
ENERGY TEXAS GAS SOUTH TEXAS DIVISION RATE CHANGE TO PERMIT
THE CITY TIME TO STUDY THE REQUEST AND TO ESTABLISH REASONABLE
RATES

MEETING DATE  12/5/2017
DEPARTMENT Finance

SUBMITTED BY Katie Griffin, Director of Finance

EXECUTIVE SUMMARY

On November 16, 2017, CenterPoint Energy submitted a gas rate case for its South Texas
Division. The rate increase as presented in the statement of intent is to become effective
December 21, 2017. CenterPoint is requesting a rate increase of $540,000, an overall increase
of 1.0% in revenues. The Gas Utility Regulatory Act §104.107 grants the local regulatory
authorities a right to suspend the effective date of proposed rate changes for ninety (90) days.
This suspension provides cities adequate time to review the proposed changes and establish
reasonable rates.

PRIOR ACTIONS OR REVIEWS

City Council has approved prior resolutions suspending CenterPoint’s rate increases including,
Resolution No. 713 approved April 6, 2016, Resolution No. 694 approved April 21, 2015,
Resolution No. 680 approved April 15, 2014, Resolution No. 665 approved April 16, 2013 and
Resolution No. 650 approved April 17, 2012.

DETAILS / STAFF ANALYSIS

Resolution No. 740 allows the City to suspend the proposed rate adjustment for ninety (90)
days, authorizes the City to cooperate with other cities in the CenterPoint service area to hire
and direct legal counsel and consultants, negotiate with the CenterPoint, make
recommendations regarding reasonable rates and direct any necessary administrative
proceedings or court litigation.

ALTERNATIVES CONSIDERED
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If a Resolution is not approved suspending the increase, the increase will become effective
December 21, 2017 instead of March 21, 2018.

FINANCIAL IMPACT

If the CenterPoint Energy 2017 rate increase is not suspended there would be an increase in
residential rates effective December 21, 2017, as shown in the following table:

South Texas Number Average Average Increase in TOTAL Average
Division of Monthly Bill Monthly Bill Customer Charge Monthly
Classes Customers Changes Increase Customer

Increase

Residential 132,129 3.8% increase $1.13 S2.76 $3.89

General 0

Service Small 9,881 ~16.8% n/a n/a n/a

decrease

Volume

General

Service Large 278 -3.9% decrease n/a n/a n/a

Volume

ATTACHMENTS

e Proposed Resolution No. 740
e Lloyd Gosselink Filing Summary for — CenterPoint Energy Gas — South Texas Division
Statement of Intent to Change Rates.

RECOMMENDED ACTION

Motion to approve Resolution No. 740 which suspends implementation of the CenterPoint
Energy Entex and CenterPoint Texas Gas South Texas Division rate increase and permits time
for the City to study the request and establish reasonable rates.

Page 2 of 2




RESOLUTION NO. 740

RESOLUTION OF THE CITY OF
SUSPENDING THE EFFECTIVE DATE
OF CENTERPOINT ENERGY ENTEX AND
CENTERPOINT ENERGY TEXAS GAS SOUTH TEXAS
DIVISION REQUESTED RATE CHANGE TO PERMIT
THE CITY TIME TO STUDY THE REQUEST AND TO
ESTABLISH REASONABLE RATES; APPROVING
COOPERATION WITH OTHER CITIES IN THE
CENTERPOINT SOUTH TEXAS SERVICE AREA; HIRING
LEGAL AND CONSULTING SERVICES TO NEGOTIATE
WITH THE COMPANY AND DIRECT ANY NECESSARY
LITIGATION AND APPEALS; AUTHORIZING
INTERVENTION IN GUD NO. 10669 AT THE RAILROAD
COMMISSION,; AUTHORIZING LEGAL
REPRESENTATION; REQUIRING REIMBURSEMENT OF
CITIES’ RATE CASE EXPENSES; FINDING THAT THE
MEETING AT WHICH THIS RESOLUTION IS PASSED IS
OPEN TO THE PUBLIC AS REQUIRED BY LAW,
REQUIRING NOTICE OF THIS RESOLUTION TO THE
COMPANY AND LEGAL COUNSEL

WHEREAS, on or about November 16, 2017, CenterPoint Energy Entex and CenterPoint
Energy Texas Gas (CenterPoint), pursuant to Gas Utility Regulatory Act § 104.102 filed with the
City of Portland a Statement of Intent to change gas rates in all municipalities exercising original
jurisdiction within its Southern Division service area effective December 21, 2017; and

WHEREAS, it is reasonable for the City of Portland to cooperate with other similarly
situated cities in conducting a review of the Company’s application and to hire and direct legal
counsel and consultants and to prepare a common response and to negotiate with the Company
and direct any necessary litigation; and

WHEREAS, the Gas Utility Regulatory Act 8 104.107 grants local regulatory authorities
the right to suspend the effective date of proposed rate changes for ninety (90) days; and

WHEREAS, CenterPoint has filed an application with the Railroad Commission, GUD
No. 10669, that could become the docket into which appeals of city action on the CenterPoint
filing are consolidated;

WHEREAS, the Gas Utility Regulatory Act 8§ 103.022 provides that costs incurred by
Cities in ratemaking activities are to be reimbursed by the regulated utility.



THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF
Portland , TEXAS:

1. That the December 21, 2017, effective date of the rate request submitted by
CenterPoint on or about November 16, 2017, be suspended for the maximum period allowed by
law to permit adequate time to review the proposed changes and to establish reasonable rates.

2. That the City is authorized to cooperate with other cities in the CenterPoint
service area to hire and direct legal counsel and consultants, negotiate with the Company, make
recommendations to the City regarding reasonable rates and to direct any necessary
administrative proceedings or court litigation associated with an appeal of a rate ordinance and
the rate case filed with the City or Railroad Commission.

3. That subject to the right to terminate employment at any time, the City of Portland
hereby authorizes the hiring of Thomas Brocato of the law firm of Lloyd Gosselink and
consultants to represent the City in all matters associated with the CenterPoint application to
increase rates and appeals thereof.

4. That intervention in Railroad Commission GUD No. 10669 be authorized.
5. That the City’s reasonable rate case expenses shall be reimbursed by CenterPoint.

6. That it is hereby officially found and determined that the meeting at which this
Resolution is passed is open to the public as required by law and the public notice of the time,
place, and purpose of said meeting was given as required.

5. A copy of this Resolution shall be sent to Stacey Murphree, Regulatory Portfolio
Management, CenterPoint Energy, 1111 Louisiana Street, Houston, Texas 77002, and to Thomas
Brocato, at LIoyd Gosselink, 816 Congress Avenue, Suite 1900, Austin, Texas 78701.

Mayor, City of Portland

ATTEST:




I lOYd 816 Congress Avenue, Suite 1900

. Austin, Texas 78701
GOSSGIIHK Telephone: (512) 322-5800
Facsimile: (512) 472-0532

massii ATTORNEYS AT LAW www.Iglawfirm.com

CenterPoint Energy Gas — South Texas Division
Statement of Intent to Change Rates

November 16, 2017
Filing Summary:

e Last CenterPoint rate case filed for the South Texas Division was in December 2010,
approximately seven years ago.

e Within the South Texas Division, CenterPoint provides service to 142,288 customers
(132,129 residential customers).

e Filing is based on a Test Year ending June 30, 2017.

e CenterPoint is requesting a rate increase of $540,000. This is an overall 1.0% increase in
revenues (excluding gas cost).

o Beeville, Eagle Lake, ElI Camp, Floresville, Goliad, Hallettsville, Kenedy, New
Braunfels, Nordheim, Palacios, Pleasanton, San Diego, San Marcos, Schertz, Seguin,
Selma, Sinton and Weimar have already ceded their original jurisdiction to the Railroad
Commission of Texas (“Commission”) pursuant to the Gas Utility Regulatory Act
(“GURA”) § 103.003(a).

e Allocation of proposed revenue increase by class:

South Texas Division Classes Number of Customers Revenue Change, Exclusive of
Revenue-Related Taxes
Residential 132,129 $1.8 million
General Service — Small 9,881 $(1.2) million
General Service — Large VVolume 278 $(0.042) million
TOTAL 142,288 $0.54 million

1. Average monthly bill changes:
Residential customers: 3.8% increase excluding gas cost and 2.7% increase with gas
cost
Small Commercial: -16.8% decrease excluding gas cost and -6.3% decrease with gas
cost
Large Volume: -3.9% decrease excluding gas cost and -0.7% decrease with gas cost

2. Average residential customer’s monthly bill will increase by approximately $1.13.

Lloyd Gosselink Rochelle & Townsend, P.C.
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3. 11.9% increase in proposed Residential customer charge: from $23.24 to $26.00.
4. Significant tariff changes:
I. New Safety & System Integrity (SSI) Regulatory Asset

ii. New Hurricane Harvey cost recovery surcharge, which equals $0.39 for
Residential, General Service-Small, and General Service-Large Volume
customers.

iii.  Proposal to split its rate schedules for Residential, General Service-Small, and
General Service-Large Volume customers into separate schedules for 1) the
incorporated areas and the 2) unincorporated areas

Significant Issues:

e Review class cost allocation since residential class gets an increase and general service
classes get decreases.

e Residential customer charge reflects increases due to GRIP. Should re-set customer
charge in $15.00 range.

e ROE is excessive compared to recent Commission decisions. An ROE below 9.835%
results in an overall rate rollback.

e Review pensions & benefits expense assumptions.
e Review new depreciation rate assumptions.
e Review new SSI regulatory asset assumptions.

e Review calculation of Hurricane Harvey surcharge.

Lloyd Gosselink Rochelle & Townsend, P.C.
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