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ORDINANCE NO. ____________ 

APPROVING A SETTLEMENT AGREEMENT FOR A RATE DECREASE 
FOR GAS-UTILITY SERVICES PROVIDED BY CENTERPOINT ENERGY 
RESOURCES, CORP. IN RELATION TO THE COMPANY’S STATEMENT 
OF INTENT TO CHANGE GAS RATES FILED ON NOVEMBER 16, 2017; 
ADOPTING TARIFFS THAT REFLECT RATE ADJUSTMENTS 
CONSISTENT WITH A DECREASE IN CENTERPOINT’S NON-GAS 
REVENUE REQUIREMENT AND FINDING THE RATES TO BE SET BY THE 
ATTACHED TARIFFS TO BE JUST AND REASONABLE; DIRECTING 
CENTERPOINT TO REIMBURSE THE CITY ITS REASONABLE RATE 
CASE EXPENSES; DECLARING THIS ORDINANCE TO BE A FINAL 
DETERMINATION OF RATES; AND ESTABLISHING AN EFFECTIVE 
DATE. 

BE IT ORDAINED BY THE CITY COUNCIL OF THE CITY OF AUSTIN: 

PART 1.   The Council finds: 18 
19 

(A) On November 16, 2017, CenterPoint Energy Resources, Corp. d/b/a20 
CenterPoint Energy Entex and CenterPoint Energy Texas Gas – South21 
Texas Division (“CenterPoint”) filed a Statement of Intent with the City to22 
increase its system-wide annual revenue requirement by approximately23 
$490,000, which represents an increase in rates of approximately 4%, and24 
requested approval of a 12-month surcharge to recover approximately25 
$675,992 in Hurricane Harvey restoration costs.26 

27 
(B) The City coordinated its review of CenterPoint’s filing with other similarly28 

situated municipalities through a coalition known as the Alliance of29 
CenterPoint Municipalities – South Texas Division (“ACM”).30 

31 
(C) In accordance with the Gas Utility Regulatory Act, Utilities Code,32 

§104.107, the City suspended CenterPoint’s proposed effective date to33 
allow the ACM, through its special counsel and rate consultants, to review34 
CenterPoint’s application to increase rates.35 

36 
(D) After extensive review, analysis, and discovery, ACM’s special counsel37 

and rate consultants found that CenterPoint’s proposed increase in revenue38 
and its proposed rates are unreasonable but have agreed that a decrease of39 
approximately $3 million in CenterPoint’s current non-gas revenue is40 
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reasonable, without agreeing to any particular ratemaking methodology, 1 
all as set forth in the Unanimous Settlement Agreement (“Settlement 2 
Agreement”) attached to and incorporated by this ordinance as 3 
“Attachment A.” 4 

5 
(E) Having evaluated a likely outcome from a fully-litigated proceeding at the6 

Railroad Commission of Texas, ACM’s special counsel and rate7 
consultants are of the opinion that the decrease of approximately $3 million8 
in CenterPoint’s current non-gas revenue and approval of the surcharges9 
related to Hurricane Harvey and Rate-Case Expenses, compares favorably10 
with a likely outcome from a fully-litigated proceeding at the Railroad11 
Commission of Texas.12 

13 
(F) CenterPoint, in further implementation of the effects of the Tax Cut and14 

Jobs Act of 2017, has committed to making a separate filing on or before15 
November 15, 2019, pursuant to Texas Utilities Code § 104.111, to adjust16 
its rates to reflect a reduction in its federal income tax expense related to17 
excess deferred income taxes and that the adjustment will be computed18 
based on the average rate assumption method for those amounts required19 
under Internal Revenue Service normalization rules.20 

21 
(G) The costs of the City's rate consultants, attorneys, and technical staff to22 

conduct investigations, present evidence, advise and represent the City in23 
these rate-making proceedings as set out in the settlement agreement are24 
reasonable and necessary expenses, as are the rate case expenses incurred25 
by CenterPoint in this proceeding.26 

27 
PART 2.  The City is the regulatory body with exclusive original jurisdiction over the 28 
rates, operations, and services of CenterPoint within the municipality. 29 

30 
PART 3.  Except to the extent approved in this ordinance and the Settlement 31 
Agreement, appended to and incorporated by this ordinance as Attachment A, the City 32 
denies CenterPoint's request for rates, tariffs, and charges as proposed in its Statement 33 
of Intent and rate increase request filed with the City on or about November 16, 2017. 34 

35 
PART 4.   The rates, tariffs, charges, schedules, and service rules for natural gas service 36 
provided by CenterPoint within the City, appended to and incorporated by this 37 
ordinance as Exhibits A and B, are just, reasonable, and in the public interest, and are 38 
hereby approved. 39 

40 
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PART 5.  The plant balances to be used in future filings for interim adjustments 
(GRIP filings under Section 104.301 of the Texas Utilities Code) set forth in 
Attachment A, Paragraph 4 and Exhibit C, appended to and incorporated by 
this ordinance, are reasonable.  

PART 6.  CenterPoint may pursue recovery of a deferred benefit regulatory asset 
or liability pursuant to Texas Utilities Code § 104.059 in a future filing and that 
the balances for pension-related and other post-employment benefits set forth in 
Paragraph 5 of the Settlement Agreement are reasonable. 9 

10 
PART 7.  CenterPoint’s depreciation rates set forth in Exhibit C, appended to and 11 

12 
13 
14 
15 

incorporated by this ordinance, are reasonable. 

PART 8.   For purposes of future Interim Rate Adjustment filings, CenterPoint shall 
use the following capital structure and weighted cost of capital, including the pre-tax 
return shown below: 16 

17 
Class of Capital Percent Cost Weighted Cost 

of Capital 
Pre-tax 
Return 

Long-Term Debt 45.00% 6.0480% 2.7216% 2.7422% 
Common Equity 55.00% 9.8000% 5.3900% 6.8743% 
Weighted Average 
Cost of Capital 

100.00% 8.1116% 9.6165% 

18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

PART 9.  The revenue and resulting rates set forth in the Settlement Agreement and 
schedule of rates and tariffs for utility service provided by CenterPoint are just and 
reasonable, and are hereby adopted effective upon approval of the Settlement 
Agreement by the Railroad Commission of Texas in Docket GUD 10669. 

PART 10. The costs of rate consultants, attorneys, and technical staff to 
conduct investigations, present evidence, advise, and represent the City in these 
rate-making proceedings shown on Exhibit E, appended to and incorporated by this 
ordinance, shall be reimbursed to the City by CenterPoint in accordance with the 
City’s pro-rata share.  

28 
29 
30 
31 
32 
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PART 11.  Nothing in this ordinance shall be construed as limiting or modifying in 
any manner the right and power of the City under the law to regulate the rates and 
charges of CenterPoint. 

PART 12.  This ordinance takes effect on __________________, 2018. 

PASSED AND APPROVED 9 
10 

§ 11 
§ 12 

   , 2018 § _______________________________13 
  Steve Adler 14 
      Mayor 15 

16 
17 

APPROVED:  ______________________ ATTEST: _____________________ 18 
    Anne L. Morgan   Jannette S. Goodall 19 
      City Attorney           City Clerk 20 
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