NOTICE OF SPECIAL CALL MEETING
THE FREEPORT CITY COUNCIL
MONDAY, JULY 27, 2015, 6:00 P.M.
FREEPORT MUNICIPAL COURT ROOM
FREEPORT POLICE DEPARTMENT, 430 NORTH BRAZOSPORT BLVD.
FREEPORT, TEXAS
AGENDA

FORMAL SESSION

1.  Call to order.

2. Invocation.

3.  Pledge of Allegiance.

4 Consideration of approving the July 20, 2015 Council Minutes. Pg. 524-527

5. Consideration of approving Ordinance No. 2015-2092 denying proposed rate increase of
CenterPoint Energy Resources Corp., d/b/a CenterPoint Entex and CenterPoint Energy
Texas Gas (“CenterPoint™) and approving a settlement that includes an increase that is
$2.3 million less than proposed by Centerpoint. Pg. 528-548

6. Adjourn

Items not necessary discussed in the order they appear on the agenda. The Council at its
discretion may take action on any or all of the items as listed. This notice is posted pursuant to
the Texas Open Meeting Act. (Chapter 551, Government Code).

In compliance with the Americans with Disabilities Act, the City of Freeport will provide for
reasonable accommodations for persons attending City Council Meetings. Request should be
received 48 hours prior to the meeting. Please contact the City Secretary office at 979-233-
3526.

I, Delia Munoz City Secretary for the City of Freeport, Texas certify that this agerida was posted
on the official bulletin board/glass door of City Hall, facing the rear parking lot of the building,
with 24 hours a day public access, 200 West 2nd Street, Freeport Texas, July 24, 2015 at or
before 5:00 p.m.

Delia Munoz - City Secretary
City of Freeport, Texas



State of Texas
County of Brazoria
City of Freeport

BE IT REMEMBERED, that the Freeport City Council met on Monday, July 20, 2015 at 6:00
pm., at the Freeport Police Department, Municipal Court Room, 430 North Brazosport
Boulevard, Freeport Texas for the purpose of considering the following agenda items:

City Council: Mayor Norma Moreno Garcia
Councilman Larry L. McDonald
Councilman Fred Bolton
Councilwoman Sandra Barbree
Councilwoman Sandra Loeza

Staff: Jeff Pynes, City Manager
Gilbert Arispe, Assistant City Manager
Delia Munoz, City Secretary
Nat Hickey, Property Manager
Bob Welch, Finance Director
Jennifer Hawkins, Economic Development
Chris Motley, Fire Marshall/Building Official

Visitors: Annette Sanford Mark Havran
Nicole Mireles Sam Reyna
Raymond Garivey Moby Burridge
Evelyn Burridge Chad Elliston
Eric Hayes Lila Diehl
Ariel Carmona Jr. Sharron Mercer
Manning Rollerson Angel Rostro
Jacob Edmundson Nancy Gray
Veronica Edmunson Nathan Edmundson
Jerry Meeks

Call to order.

Mayor Norma Moreno Garcia called the meeting to order at 6:00 p.m.
Invocation.
Mr. Wallace Shaw offered the invocation.

Pledge of Allegiance.

The boy Scouts of America led the Pledge of Allegiance.
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Consideration of approving the July 6. 2015 Council Minutes.

On a motion by Councilwoman Loeza, seconded by Councilwoman Barbree, with all present
voting “Aye”, Council unanimously approved the July 6, 2015 Council Minutes.

Attending citizens and their business.

Manning Rollerson complained that he heard about the Dow gas release on the 6:00 news.

He felt that communication was poor between the chemical plants and the cities. He asked that
the drainage ditches be cleaned and mowed around 537 E. 2" Street, and most of the time had
no water pressure.

Annoucement: City of Freeport Kidfest, Saturday July 25, 2015 from 10:00 a.m, to 3:00 p.m.,
at Freeport Memorial Park, free water slides, petting zoo, games, moon walks.

Mayor Norma Moreno Garcia announced and invited all to the 5th Annual Kidfest.

Consideration of approving Ordinance No. 2015-2091 amending portions of Chapter 54 of the
Code of Ordinances of said City relating to the regulations for storm water quality.

On a motion by Councilman Bolton, seconded by Councilman McDonald, with all present
voting “Aye”, Council unanimously approved Ordinance No. 2015-2091 amending portions of
Chapter 54 of the Code of Ordinances of said City relating to the regulations for storm water
quality.

Consideration of resetting a bid or proposal date for trading the following lots owned by the

City: Lots 9 through 12 and 15, Block 35: Lot 2, Block 71; Lot 6, Block 507; Lots 1through 24,
Block 661; Lots 14 and 15, Block 676, Lots 5. 11 and 12. Block 720: Lots 13, 16, 19, 22. 24

and 24A, Block 752; Lot 11, Block 755; Lots 18 and 19, Block 764: Lot 3, Block 789: Lots 14,
15. 19 and 21. Block 790: Lots 13 and 24, Block 809: Lots 2, 3.4, 5.7.9.10. 11 and 12. Block
810 of the Velasco Townsite for lots located within Blocks 716, 729, 730. 731, 742, 743, 760,
and 773 of said Townsite not presently owned by the City.

On a motion by Councilwoman Loeza, seconded by Councilman McDonald, with all present
Voting “Aye”, Council unanimously approved August 17, 2015 for a bid date for trading the
following owned by the City: Lots 9 through 12 and 15, Block 35; Lot 2, Block 71; Lot 6, Block
507; Lots lthrough 24, Block 661; Lots 14 and 15, Block 676; Lots 5, 11 and 12, Block 720;
Lots 13, 16, 19, 22, 24 and 24A, Block 752; Lot 11, Block 755; Lots 18 and 19, Block 764; Lot
3, Block 789; Lots 14, 15, 19 and 21, Block 790; Lots 13 and 24, Btock 809; Lots 2, 3, 4, 5, 7,
9, 10, 11 and 12, Block 810 of the Velasco Townsite for lots Jecated within Blocks 716, 729,
730,731,742, 743, 760, and 773 of said Townsite not prese=tly owned by the City.

Consideration _of awarding a bid for the <cmergency Power and Monitoring_Systems

authorizing. e City Manager or his designee to negotiate a contract with the successful bidder
and authorizing the Mayor and City Secretary, respectively to execute and attest such contract
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On a motion by Councilwoman Barbree, to approve Mark Havran with LJA Engineering
recommendation to award the contract to the lowest bidder; McDonald Municipal & Industrial,
motion died for lack of second.

Councilman Bolton stated that Council wanted to make the right decision for the community
and requested a comparison of cellular and radio and which would be the most reliable.

On a motion by Councilman Bolton, seconded by Councilman McDonald, with all present
voting 4 to 1, Council approved to table awarding a bid for the Emergency Power and
Monitoring Systems authorizing the City Manager or his designee to negotiate a contract with
the successful bidder and authorizing the Mayor and City Secretary, respectively to execute and
attest such contract. Councilwoman Barbree opposed.

Consideration of approving Ordinance No. 2015-2092 denying proposed rate increase of
CenterPoint Energy Resources Corp., d/b/a CenterPoint Entex and CenterPoint Energy

Texas Gas (“CenterPoint™) and approving a settlement that includes an increase that is
$2.3 million less than proposed by CenterPoint.

On a motion by Councilman McDonald, seconded by Councilman Bolton, with all present
voting “Aye”, Council unanimously approved to reagendaed this item.

Consideration of approving and authorizing the City Manager to expend funds for an
emergency repair for the Freeport Community House pier and boat ramp.

Annette Sanford of 510 W. Broad stated the Freeport Community House was in dire need of
repair. A ramp was needed in the front of the building and pot holes needed to be addressed.

Gilbert Arispe Assistant City Manager presented to Council a PowerPoint presentation of the
Freeport Community House pier and boat ramp. The repairs estimated $49,000 to replace only
wood structures and$18,000 to encasing the posts in concrete.

On a motion by Councilwoman Barbree to expend funds for an emergency repair for the
Freeport Community House pier and boat ramp, motion died for lack of second.

Mayor Norma Moreno Garcia suggested going out for bids.

Consideration of the approval of any action to be taken as a result of closed executive session.

Mayor Norma M. Garcia closed the Executive Session and reconvened the formal session at
7:32 p.m.

Ona n?otion by Councilman Bolton, seconded by McDonald, with all present voting “Aye”,
Council unanimously approved Praxair Industrial District Agreement.
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Mayor Norma M. Garcia opened the Work Session at 6:51 p.m.

Work Session:

Community budget input workshop.

Nicole Mireles requested the floor of the Freeport Community House repaired and lighting for
Memorial Park.

Mayor Norma M. Garcia closed the Work Session and opened the Executive Session at 6:54
p.m.

Executive Session:

Section 551.071, Government Code

Consultation with City Attorney concemning pending or contemplated litigation, settlement
offers or other matter in which his duty to the City Council under the Texas Disciplinary Rules
of Professional Conduct of the state Bar of Texas clearly conflicts with Chapter 551,
Government Code, to wit:

Praxair Industrial District Agreement

Port Freeport east end roads.

New Sport Complex

Veolia Contract

Golf Course — TCEQ

Follett’s Island — Pending Contractual Negotiations

Mayor Norma M. Garcia closed the Executive Session and reconvened the formal session at
7:32 p.m.

Section 551.074, Government Code
Deliberations concerning the duties of a public officer or employee:

e (City Manager
Adjourn

On a motion by Councilman McDonald, seconded by Councilman Bolton, with all present
voting “Aye”, Mayor Norma M. Garcia adjourned the meeting at 7:32 p.m,

Mayor Norma Moreno Garcia Delia Munoz, City Secretary
City of Freeport, Texas City of Freeport, Texas
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AGENDA INFORMATION SHEET

ITEMNO. 5

DENIAL OF CENTERPOINT ENFRGY'S PROPOSED INCREASE IN
RATES FILED ON ABOUT MARCH 27, 2015 AND APPROVING A }
SETTLEMENT, WHICH INCLUDES AN INCREASE OF $4.9 MILLION
COMPARED TO CENTERPOINT'S REQUESTED INCREASE IN
RATES OF 572 MILLION AND RESOLVES LUTIGATION OF
PENDING APPEALS

BACKGROUND

This agenda item presents o Setdement Agreement of the rate case CenterPoimt Energy
Roesources Corp.. d/bia CenterPoint Fotex and CenterPoint Inergy  Texas Gas
(“CenterPoint” or “Cormpany™) submited 1o the City on abowi March 27. 2015, as well as
four (4) other rate cases submitied by CenterPoint from 2008 — 2011, Thus. the
Settlement Agreement resolves £ rate cases:

1 CenterPoini®s rate case filed with the Railroad Commission of Texas
(“Commission™ und the City on about Murch 27, 2015, which the City suspended
in April. 2615 the Commission assigned Gas Utilities Docket (GUD) No, 10422
o CenterPoim’s applivation

2. GUD Ne. 4791 (2008): GUD 9791 is the semingd case iy which the Commission
approved a “vost of service adjustment” (CCOSA™)

3. GUD 9910 (2009);

4. GUD 10007 (2010); and

5 GUD 10097 (2011).

The City participated in these proceedings as part of Texas Coast Utilities Coalition
(TCUC) of cities. The Cities of Angleton, Baytown. Clute, Freeport. League City.
Pearland. Shoreacres, West Columbia, and Wharton arc members in TCHC,

MARCH 27, 2015 RATE CASE (GUD Ny, 10432):

CenterPoint sought an increase of $7.2 million, which represents and increase of ghout
11.3%. TCUC's Special Counsel (Herrera & Boyle, PLILC - Alfred R. Herera) and
TCUC"s consultant (NewGen Strategics & Selutions, ILC - Ms, Constance (annady)
recommend that the Uity approve the Setilement Agreement that increases rates by $4.9
million in anmual revenue, an increase of about 9.8%. and resohes appeals of the
Railroad Commission’s final orders in 4 privr rate cases.

Tahle 1 compaies the change in a customer's average monthly bill at current rates to:
(1) CenterPoint’s proposed increase ai $7.2 million; and (2) the increase at the settiement
amount of $4.9 million:

o}
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TABLE 1

Tncrease in Average Increase in Average " Difference
Bill at $7.2 miltion Bill at $4.9 million
Residential $234 $i.60 W94
Sm, Genera) 56 67 §5.38 .60
Large Generanl 34945 348,10 $1.35

The Sctilement Agreement limits the increase in the customer charge for the Residential
class to 13¢. gung from 31477 w0 $15.00. CenterPoint also agreed 1o reimburse the
cities” rate case exponses, whick would add aboat 6¢ per monih to a customer’s bill.,

GUD NO. 9791 — THE COMMISSION'S “COSA” TARIFF, AND GUD NOS, 9910,
18097, AND 10097:

Remand of GUD No. 9791 The Setilement Agreerment provides consideration for
resolution of GUD No. 9791, the seminal case in which the Rzilroad Commission first
approved a COSA taiff for CenterPoint. Ultimately the Texas Supreme Court concluded
that the Commission had the authority 1o adopt a COSA rift but remanded the case hack
to the Commission because of the Commission’s fuilure to properly uddress altiliate
expenses recovered through rates. The Commission held a hearing 1o the remand of GUD
9791 on June 11, 2015 1w address affilate expenses, and pending approva! of the
Scitlernent Agreement. the partics have agreed to abate the schedule in that procesding,

(:UD Nos. 9910, 16007, and 100%7: Fromn 2009 .- 2001 the Raitroad Commission, in
GUD Nos, 9910, 10007, and 10197, approved changes in CenterPoint’s rates under the
COSA tariff, These cases stem from GLID G791 the seminal case in which the
Commission Jirst approved u COSA wrifl, The TCUC cities appealed to Travis County
District Court, not only ihe validity of the COSA tariff. but alse the change in rotes the
Commission approved under the COSA turifl, and in particular, the lack of evidence 1o
support the rates the Commission approved.  Given the Texas Sepreme Court’s ruling
regarding the validity of the COSA varifl, the remmaining issucs on appeul challenge the
Commission’s lack of evidence W eupport the rates it approved, including the luek of
support for recovery of affiliate expenses,

Settlement of CenterPoimt’'s March 27% rate application also provides consideration for
resolution of these appeals through a lesser increase in the pending rate case filed on
March 27. 2015. and avoids years of continued and profracted litigation and the
accompanying expense o prosecuts those cases,

ACTION: DENY CENTERPOINT’S PROPOSED RATE INCREASE OF $7.2
MILLION, AND APTROVE A SETTLEMENT INCREASING CENTERPOINT’S
ANNUAL REVENUE BY $4.9 MILLION

Ihe City has throe oplions with regard to the action it may take regarding CenterPoint's
application to increasc rates:

Zof2
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1. Take no action. and on August 21. 2015. CenterPoint’s proposed rates go into
effect:

i

Deny CenterPoint’s proposed increase in rates, in which case CenterPoint would
file an appeal to the Raifroad Conunission,

3 Approve the proposed Settlemeut Agreement, which provides CenterPoint an
increase m rates of $4.9 million for rates, services, and opetations within the City
and onds the litigation related o GUIY No. 9791, GUD 9910, and GUD No.
10007, and GUD 10097,,

RECOMMENDATION

TCUEs Spevial Counsel and consubtant tecommend that the City denv CenterPoint's
proposed increase of $7.2 million but approve the proposed Sctilement, which inereases
CenterPoint’s annual revenue by $4.9 million und resolves the cases pending on appeal in
GUD Nos. 9791, 9910, 10007, and 10097,

If the City denies CenterPoint any increase. CenterPoimt wonld appeul that denial o ihe
Railroad Commission of Jexas aud consolidate it with the raie case CenterPoint filed at
the Commission (GUD No. 10432}, Depdal of the rate increuse would end the Ciiy's
otiginal jurisdiction over CenterPoint’s application.

In conformance vith the Scitlement Agreement, the Ciy must take action no later than
July 30, 2015,

3of3
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ORDINANCE NO.

AN ORDINANCE OF THE CITY OF

APPROVING A SETTLEMENT AGREEMENT BETWEEN THE
TEXAS COAST UTILITIES COAUITION OF CITIES AND
CENTERPOINT ENFRGY RESOURCES CORP., D/B/A
CENTERPOINT ENTEX AND CENTERPOINT ENERGY TEXAS
GAS REGARDING THE COMPANY'S STATEMENT OF INTENT
TO CHANGE GAS UTILITY RATES IN ITS TEXAS COAST
DIVISION: DECLARING FEXISTING RATES TO BE
UNREASONABLE; DENYING CENTERPOINT'S PROPOSED
INCREASE; ADOPTING TARIFFS THAT REFLECT RATE
ADJUSTMENTS CONSISTENT WITH THE SETTLEMENT
AGREEMENT AND FINDING THE RATES TO BE SET BY THFE,
ATTACKED TARIFFS TO BE JUST AND REANONABLE;
FINDING THE CITY'S RATFE CASE EXPENSES REASONABLE;
DIRECTING CENTERPOINT TO REIMBURSE THE CITY ITS
REASONABLE RATE CASE EXPENSES; DETERMINING THAT
THIS ORDINANCE WAS PASSED IN ACCORDANCE WITH THE
REQUIREMENTS OF THE TEXAS OPEN MEETINGS ACT;
DECLARING AN EFFECTIVE DATE; REPEALING ANY PRIOR
RESGLUTIONS OR ORDINANCES INCONSISTENT WITH THIS
ORDINANCE  AND  REQUIRING DFELIVERY OF THIS
ORDINANCE TO THE COMPANY AND LEGAL COUNSEL

WHEREAS, the City of . Toxas (*City™) has

exclusive original jwisdiction as a regulatory authority over CenterPoint Enerey

Resources Corp., dibia CemerPoint Fntex and  CenterPoint bnergy Texus Uays'

(“CenterPoint™ or “Company ™) rates, operations, and services within the Cily; and

WHERFEAS, the Uity is also a gas uiility cusiomer of Centerloint. and hus an
interesi in CenterPoint’s rates and chiurges: and

WHEREAS, CenterPoint filed a Statement of Intent with the Clity on or about
March 27, 2015 ("March 27 Application™) to increase its annual revens: requirement by
approxiniately $6.8 million in the Company™s Texas Coast Division. with a proposed
effective date of May 1. 2015, which represonts an_increase in base revenue of
approximately 11%: and

WHEREAS, CenterPoint on March 27, 2013, fiked its Statemant of Intent with
the Railroad Commission of Texas to increuse its annmal revenue requircioent by

approximately $6.8 million in the Company's Texas Coast Division. with a proposed

PAGL 1 of 8
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effective date of Muyv 1. 2015, which represents an increase in base revenue of
approximately 11%, and subsequently modiiied its request to seok an increase of ahout

£7.2 milhon. which represents an increase of about 12% in no =gus revenue: dand
WHERFAS. the City took action to suspend the oftective date and to contdinate
a tesponse to CenterPoint’s filing with other similarly situated municipalities (such
participuting cities are referred fo herein s the Texas Coast Udilities Coalition of citics
CHECUICTY, and
WHERFAS. the City took action om or before May 1, 2015 to stspetd
CenterPoint’s proposed effective date; and

WHEREAS. one of TCUCs goals is to minimize rate-case experises to the extend
reasonable, that oflwrwise would result from lengthy. contested rate-case praccedings
betore the Rairruasd Commission of Texas and through the anpellate process in the courts
for the pendiog rate case; and

WHFEREAS., TCUC authorized its attomeys and experts to formulate snd review
reasonahle settlemunt positions to resulve CenterPuint’s pending request to incrense rates:
and other rate proceedings related to Gas Utitities Docket Nos, 9791, 9910, 10007, and
10697; amd

WHERFAS. TCUCs attorneys met numerous times with the Company o
negotiate & Sctflement Agreement resolving the issues raised by the Company’s
Stateraent of Intent fiting: and

WHEREAS, alier extensive review and analysis, TCHC s attorteys and experts
found that CenterPoint’s initially proposed increase in revenue and its nitially proposed
rales are unreasonable: and

WHEREAS, TCUCs attorneys and experts have evalnated wha a hkely
outcome from a fully-fitigated proceeding would be and ure of the opinion that he
merease of upproximatety $4.9 million noted in the negatinted Settlement Agreement
compares favorably with a likely outwome from a fully-litigated proceading: and

PAGE 203
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WHEREAS, after extensive review and analysis, TCUCs attomeys and experts
tound that the lower increase of approximately $4.9 milfion instead of the $72 million

increuse mitially proposed by CenterPoint gy reasonable; and

WHERFEAS, TCUCs attorneys sud experts and TCUC, based on the advice of s
attorneys and cxperts. recoamend  that TCUC mombers appreve  the negotiated
Sctilement Agreement and attached tad s, amd

WHERFEAS, under the Gas Uulity Regulatory Aot, the City has a right to
reimbutsement of its reasomable rate-case expenses and CenterPoird has an ubligation w
remmburse the City s reasonable rate-case expenses; and

WHEREAS, the atiached tariffs implanenting vew rates are consistont with the
Settlement Agreement and are just. reasonable, and m the public interest: and

WHERFAS. the Settloment Agreements regarding ConterPoint’s Mareh 27

Application and Gas Utilitics Docket Nos, 9791, 6910, 10007, und 10097, as a whole ar

in the public imeresy;

NOW THEREFORE, THE OITY COUNCH. OF THE CITY OF
» TEXAS HEREBY ORDAINS:

Scction 1, That the findiags set out in the preamble ure in all things approved und
incorporated herein as if fully set forth,

Section 2. That the City Council {inds 1t the Settlement Agreement regurding
CenterPoint’s Mareh 277 Applicarion, attached hereto as Avachment A, and including
Exhibits A through Exhibiss E of (ks Setilement Agreement, and the Agreoment
regardiny Gas Uhilitics Docket Nos. 9791, 9910, 10007, and 10097, appended hereto as
Attachment B. all mcorporated herein, are in the public interest and are herehy endorsed
in all respects.

Section3.  Thot CenterPoint’s exining rates are found wnrcasonable and the rates st
forth in the Setilement Agreemeni are just and reasonable,

PAGE 3 of 5
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Section 4. That the revenae and resulting mtas sot forth in the Settlement Agrecnient
and schedule of rates and tartils for gas-utility service provided by CenterPotm, and the
reimbursement of rate case expenses, which are aitached as Pxhibit A 1o the Setloment
Agreement appended to ihis Ordinance in Attschment A, are just and reasonable. and atc
hereby adopted for service rendered on and after August 21, 2015,

Scetion 5, Thut the rutes under the Seulement Awrecment shall be effective for
service rendered on and after August 21, 20185,

Seetion 6. That CenterPoint shall submit to the City annually, repons by no later than
Sepermber 30 of cach year detailing the amoust of rate case expenses ConterPoiin has
collected through rates as of August 30 of cach year and show ing the halance remaining
te be collected,

Section 7. That the ConterPoint's and TCUCs mate-cose experses incurred in
CenterPoint™s March 27" Application. and TCUC's qateecase expenses ineurred 1a
Railroad Commission of Texus Gas Utilities Docket Nos, 9791, 9910, 10007, and 10097,
are reasonable: and the amounts shown in the Seitiement Agreement for plant-in-serviee
balances: the basc-year level swniunts tor tracking chunges in pension-related and other
post-employment benefits: and the factors shown for capital steuctare: returh op Qquity.
and the factors related to Interim Rale Adjustnwsnts, are appropriute for future ratenigking
procecdings submitted by CenterPoint,

Section 8, [hat CenterPoint is ordered % reimburse TOUC s total rate case CXPENECS
incurred in CeuterPoint™s Varch 27% Ipplicaizon and in fucutred by TCUC related (o
Railroud Commission of Texas Gas Utilities Docket Nos, 9791, 9910, 10807, and 10097,

within thicty (30 days from the effective date of this Ordinance.

Section9.  That w the exicnt anv resolution or ordinance previously adopted by 1he
Council is inconsistent with this Ordinance. it is herehy ropealed.
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Scetion 10, ‘That the mecting at which this Ordingnee was approved was jn all things
conducted in strict complisace with the Texas Open Muctiags Act. Texas Government
Code, Chapler 551.

Section 11.  Thut if any one or more seetions or clauses of this Ovdinance is adiudged
to be unconstitational or invalid, such judement shall not affeet, impair or invatidate the
remaining provision of this Ordinunce and the retaginty provisions of the Ordinance

shail be interpreted as if the of ending section or clause never existed.
Section 12, That this Urdinance shall become effective foom and afier its PUSHAgE.

Seetion 13, The City Secretary or other appropriats city official shall notify
CenterPoint of this Ordioniee by sending a copy of the Ordinance to Mr. Thomax
Stevens, Director of Regulaiery Affairs, CenterPoint Energy, P.O. Box 2628,
Houston, Texas 77252-2628. und TCTIC shall be nosified by sending u copy of this
Ordinunce to Mre. Alfred R, Herrera, Herrera & Hoyle, PLILC, 816 Congress Ave..
Suite 1250, Austin. Texas 8701, by fux to 812.474-2507,

PASSED AND APPROVED ihis duy of . 2018,

Mayor
ATTEST:

City Secrotary

PAGE 50l'5
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ATTACHMENT A

CenterPoint’s March 27, 2015
Statement of Intent

Stipulation and Settlement
Agreement

Exhibit A — Rates & Tariffs

Exhibit B - Proof of Revenues

Exhibit C — Net Investment &
Depreciation Rates

Exhibit D — Rate Case Expense
Affidavits

Exhibit E — Cities & Customers
Affected
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GUD NO. 10432, consolidated

STATEMENY OF INTENT OF
CENTERPOINT ENERGY RESOURCES
CORP., D/B/A CENTERPOINT ENERGY
ENTEX AND CENTERPOINT ENERGY
TEXAS GAS TO INCREASE RATES ON
A DIVISION-WIDE BASIS IN THE
TEXAS COAST BIVISION

BEFORE THFE
RAILROAD COMMISSION

OF TEXAS

S L S OO M VI U

UNANIMOUS SETTLEMENT AGREEMENT

I his Settlement Agreement is entered imo by and between CerniterPoint Enmergy Resowrees
Corp., dfb/a CemterPoint Energy Frtex and CenterPoimt Eacrgy Toxas Cias {~CentorPoint”™ or the
“Company™y; the Texas Coast Utilities Coalition whese inembers include the Citics of Angleton,
Baytown, Clute, Irecport. League Ciy, Pearland, Shoreseres, West Colembia, and Wharton,
Texas (collectively, “TCUU Cities™): the Gulf Coust Caalition of Cities {~GCCCT) whose
membens inglude the Citiex of Alvin, Brookshire, Cleie Luke Shores, Dickinson, Friendswoud.
Fulshear. Kemub, Take Jackson, Lo Murque. Mimnvel, Mont Belview Morgan’s Poim.
Rosenberg, Sania Fe, Seabrook, Supar Land, Taylor Luke Village, Texas City, Webster, and
Weston Lukes, Texas (collevtively “GOCU Cities™): wnd the Stadf of the Railroad Commission of
Fexas ("Saf™), (wollecively. the “Signatories™.

WHEREAS, on March 27, 2015, CenterPoint filed its Statement of Tnient o hervase
Rates with the Raiload Commission of Texas ("Conunission™ and each ol the cies i the
Texas Coust Division retamning original jurisdiction: and

WHEREAS, 1he Commission docketed the rule request as GUD No. 10432 and

WHEREAS, the GCCC Cities. TCUC Cluies, and Commission Statl sought inwrvention
aad were granted party status in GUI No., 10432: and

WHERFAS, the GCCC Cities have dented the Congquny's rate request. which denials
were subsequently appealed 1o the Commission: and

WHERFEAS. certoin 1CTC Cities denied the Company s sate ruquost. which dendals were
subsequently appeaied 1o the Commission and certain TCUC Cities have vurcently suspended e
smplementation of the Company s rate wequest; snd

WHEREAS, the Company has sought the consolidation of afl other municipal appeals
with GUD No, 10432: and

WHERLAS, Centerloint has filed ditect testimony and an errata to s Statement of
Intent: and
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WIHEREAS. direet testimony by GOCC wind TCUC w us inftially doc on June 24, 2015,
and Comnussion Statt direct testineny on July 1, 2015, but GCCC, TCUC. and Commission
Stalt' did not file dircct testimony in teliance on this Unanimous Netifement Agreement, and

WHEREAS, the purties have eagaped in signilicant discovery regarding the issues in
dispute; mud

WHEREAS, the Signawrics agree that resolution of this docket by settenment agrecrent
will siguficantly reduce the amount of reimbursable rate cose expenses. assoctated with this
ducket;

NOW, THEREFORE, in considetation of the motial scements and  covenants
established hervin, the Signatorics, through therr undersigned representutives, agree to and
recommend for approval hy the Couuoission the fullowi i Settlemen Terms as u means of
concluding the aboveeferenced docket fited by CenterPoint on behalf of its Tewas Coant
Division without the need for prolouged Litigation:

Settlemont Terms

1. The Signatories agree to the tates, terms and conditions reflectad 1 tae tarifls attached to
this Seillereni Agreement as Fxhibit A, The wariths attached as Fxhibit A replace and
supersede those tanfls currently jn effeet in the Texas Coust Division. Those tatifls are
premised on an inercase of an udduional $4.9 milfion in annual revenugs as illustrated in
the prool of revenues attached us part of Txhibit B 1o this Seitfement Agreement in
CenterPoint’s ‘fexas Coast Division, Execept an spevifically provided herein, the
Signutories agree that the $4.9 ullion revenue ncrease is a “hlack box™ figure and 1% not
tied to any specilic expense in Centerloint's Texus Coast Division’s wnderlyiag cost of
servive.  The Signatories further agres that the rates, {erms and conditions reflected in
Exhibit A to this Scithanent Agreement comply with the rate-setiing requirements of
Chapter 104 of the Texas Uilities Code, The &as rates. torms and conditons established
by this Setlement Agrectnent shall be effeotive upen approval by ihe Comnnission,

3...!

The Signatories aprec to the tollowing custorner charges and volumetric rates.  1hese
rales are reflected in the rate sehedules wttuched as Fxbibit A,

E ' e Customer Charge | Comuodily Charge |
Residentiol 1500 1300740 per Ceft

| General Service — Small M50 1$0.0071 per Cef

| General Service - Lurge Volume | $45.00 o 300440 per Cot

3]
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3.

Fhe Signatorics agree w the following capitsl strveture and weighted cost of capital.

inctuding the pre-tux retarn, as shown helow:

) ~ Cupital | Debtibuity | Weighted Cont | Pro-Tax |
Structure Cost of Capital Return
Iong-Term Debt | 43.5% 6.1141% 2778% B
| Common Equity 34,584 10.0% S48% 8.38%
| Rate of Reiurn e 1 8.23% 11.17%

The Sigmutories agree that auy Interim Rate Adjustment (“IRA”™} filing  the 1exas Coast
Division pursean! o Texas Thilities Code § 164,301 shall use the following factors umtil

changed by u subsequent general r2ie procecd

ng:

The cupitl structure and relused components as shown above in item 3

*  Lor any initial TRA flling. the Net Investment. which includes deiaii of
Plant in Sorvice amounts by Fixed Capital Account ("FUA") along with
the associuied depreciation rate for cach account as shown on F<hibit .

* loray nitial IRA filing, the begimning smount of ad valoren taves at the

Tesas Coast Division level is

£2.238,984 and the standard sales service

amount is $2,179.217. Margin tax will be culealuted using 4 .75% fuctor
untit or unless changed by statwe,

* Torany mitiul IRA #iling, the
is $152,920.321 for purposcs
related schedules in the IRA

tale base wmount for standard sales serviee
of calculuting the federal fnconwe tux on
filg,  1his amount is derived based o

setifement and should not be considered precedensial for purposes of

reynlatory assets or Habilitios

associated with pensions, retirement pluns,

and detirred benedits requested in this case.

*  For uny innial IRA filing. the

castomer charges as noted in item 2 above

will be the starting rates W apply o uny 1RA adjustment.
* The hase rate tevenue allocation fuctors 10 spread any change in TRA
increase/duerease to the appropriste customer classes is ax follows:

Residential

Small

42.3131%

= e Yamge "7
__6.3790% 2 1.1079%

CeaterPoint may pursue a deterred benefit re

gulitory assct or lishility pursuant (o ' exas

Uilities Code § 104.059 in » future filing. ‘The Signatories idenuify the tollowing

amounts as the hase yoar
eniployment henefits:

fevel to track changes in pensior-related amd other post-

3
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i Description [ Total
Pension _ 51666822

| Benelit Restoration Plan $290.207
Post Imployment | $138.3603

| Posi Retiement ] $469,733 |




10.

11,

CenterPoint, GCCC, and TCUCU represent that their reasonsble mate case CNpUnses
incurted through May 2015, wad ostimated rate case eapenses incurred  ihirough
completion of this case. are as follows;

o  Actual tnvoices Anvoices Due and Fst. [ TOTAL
o Reveived . 1o Complction S -
CenterPoint | ~  »459.387.57 | _Sto0.000.00 $619.887.57
(GCCC | SRUJSNO4 G T T SS000.00] . SRALSRO4
XS S NN 77171 R 1) $75.840.29

CenterPoint, GUCC, and TCUC attach as Exhibit D effidaviis and invoices in support of
these amounts. and will supplement with additionsd invoices as they are processed,
CenterPoint, GOCC and TCUC agree that the amounts reprasented above gre reasonabla
and recoverable purstant to Tevas Pliifisies Code § 103022, CenterPoint. GCCC, and
FCUC agree that the recovery period for the applicsble sureharge to rocover rte-cose
expenses shall he thirty-six months. CenterPoint agrees o reimburse GOCC and TCUC
the amount of rate cise expenses set forth above within 30 days of the issuunce of an
order suthurizing recovery of thuse expenses.  The partics intend and advovate that the
Commission auwihorize recovery of the rate case expenses recited above in the same
procecding and at the saae tite as it approves this Unsnimoos Settlement Agreameni,

As part o1 this Umanimous Settfewnent Agseement, TCLIC agtoes o witbdraw its pending
appeal in the Remand of GUD No, 9791 and its appeals of G Nas. 9910, 10007 aned
10097, which are curently pending m Travis Coamty Distiict Courds (docketed s D-1-
GN-10-001789, D-1-GN=11.001472, D-1-GN-12-000930, 1-1 -CIN-12-00693 1, and D-1-
UNS12-000932),

As part of this Lnanimous Setthomwent Agreemernt. and in consideration Tor the inerease in
rates agreed to in Parsgraph No. 1 and the sgmeements set forth in Paragraph No. &,
ghove. the TCLC Cities of Angleton, Baytown, 1 sue City, Pearlarad, West Colombia,
and Wharton agree to adept the rills and e schedntes attached to this Lnanimous
Settfement Agrecment by nnmicipal ordinunee. on or hefore July 35, 2015, s0 as to effect
the implementation of system wide rates. In the event that the atorementioned (lities fnl
o approve the Uaanimous Setilement Agrecment by July 31, 2015, these Cities agree
thit the municipal decisions shull be appenied 0 the Commission and that the rates
agreed 1o purswant to this Unaninous Sewttermant Agreement should be adopted by the
Comuission as just and reasonable rates within shose rounicipalitivs

The signatories agree that the afiiliate expenses inclnded in the black hox amount above
are recoverable consistent with the provisions in Scetion 104.055 of the Gas Uility
Regulatory Act. This apreement with rospect to requosted affiliate expenses is derived
based on settleraent and should not be considersd precedential,

The classes snd number of customers affected by this Unanimous Setdement Agreement
are identified on a city-by-eity and mincorporated-area basis in Fxhibit 1.
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14,

16.

17.

The Signaturies agree to support and seek Corpission approval of this Unenimeas
Settlement Agreement, the Signatorics funther ugree to make 8] oflbns to present the
Commission with this Unanimous Settlement Agrecinent at Conferenee scheduled for
July 14,2015 or as soon s possibic therenlier.

The Signatories agree that all negotiations, discussions, and conferences telaied © the
Unanimons Settlesaent Agreement are priv Neged., inndmissible, and not relevant t prove
any issucs associated with the Statement of Intent to Increase Rates in the 1 exas Coust
Division filed on March 27, 2015,

The Signatories agree that neither this Unanimous Seftfement Agreeneat nov any oral or
written statemems made Juring the cowrse of settlement negotiations may be used for any
purpose other than as neecssary to support the entry by ihe Comumission of an order
approving this Settlement Agreement.

Ihe Signatories agree thai the terms of the Unanimous Settlernent Agreement ary
interdependent and fndivisible, and that if the Comnrission inteods to earer an order that
ig inconsisten with this Sealement Agreement, then any Nspnatory may withdraw withom
being deemed to have waived any procedural niglit or 10 have wken any substontive
position on any fact or dssue by vitue of that Signatory "< entry mite the Setlement
Agreement or its subsequent withdrawal and Farther agrees fhat ConterPoind's application
l increase rates will be remanded tor hearings,

The Signatories agree thut this Unanimous Settloment Apreemient is binding on cach
Nignatey only for the purpose of settling the fssues set forth hercin and for no other
purposes, amd cxeept o the extent the Scttlement Agrecment governs o Signatary s rights
and obligations for futute periods. this Sctdement Agreement shall not be binding o
precedential upon a Signatory outside this procseding,

1he Signatories agree that this Unanintons Scttlement Agrecrient may be exeeuted in
multiple counterparts and snay be (iled with facsimile signalures.
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Agreed to this 2™ day of Tuly, 2015

CENTERPQOINT ENF.RGY RI:SOURCI:.Q CORP
’ // / .

e s ﬁ-" !:4;: “fj:}

Mark Santos

Attorncy for CenterPoint Energy Resources Corp

TEXAS COAST COALITION OF CITIES

By:

Alfred Herrera
Atworney for Texus Coast Coalition of Cities

GULYF COAST COALITION OQF CITIES

By

Thomas Brosa
Attoruey for Gulf Coast Coalition of Cities

STAFF QF THE RAILROAD COMMISSION OF TEXAS

By:

John Pierce Gnffin
Attorney for Staff of the Raitroad Commission of Texas
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Agreed to this 6® day of July. 2015,

CENTERPOINT ENERGY RESOURCES CORP,

By:

an ————

Mark Santos
Attorney for CenterPoint Energy Resources Corp,

}

H
TEXAS CO x;hi COALITION OF{ITIES
i Pl

/ ’ | ! k="
i | f"#’:‘ "'.I ) e
By ; ! E‘M':_ ....-,...-——;"... \--——--—-J; . i'.n&.i}_n-u-.‘.//

Aifreltleirera
Altorney for Texas Coast Coalition of Cities

GULT COAST COALITTON OF CITIES

By: =

Thomas Brocato
Attoraey for Gull Coast Coalition of Cities

STATT OF THE RAILROAD COMMISSION OF TEXAS

By:

John Picree Griffin
Attomey for Staff of the Railroad Commission of Texas
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Agrecd to this __™ day of July, 2015.

CENTERPOINT ENERGY RiZSOURCES CORP

By:

Mark Santos
Attorney for CenterPoint Encrgy Resowurces Corp,

MEXAS COAST COALITION OF CITILS

By:

Alfred Tereea
Attormey for Texas Coast Coalition of Cities

GULY COAST COALL] }01\ Ui CIHIES

- T2

}
_.mlmu ”‘.;'
ti iy for Guif Cons + Codt fiyon of Citics

STAFT OF THT RAILROAD COMMISSION OF TEXAS

By:

John Piwee Giifin
Anorney for Stalf of the Raibroad Commission of Texas
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Agreod to thix __™ day of July, 2015.
CENTERPOINT ENERGY RESOURCES CORP,

Mark Ssutos
Attoraey for CenterPoint Energy Rezourcss Cory,

TEXAS COAST COALITION QF CITIRS

By:

Alfred Herrenn
Attorpey for Texas Coast Coalition of Cities

GULF COAST COALITION OF CITIES

-—

Thomas Brocato
Attorney for Gulf Coast Coalition of Cities

STAFF(EMRAK,EOADCOWONOFTEXAS

i'{ E - ¢

,’,, ;.' { ,?.-, \ii:

i ¢
By' gy 2 { & 3
2 .m'.'-_m.....u...\u ......-.’.. BT :.-. .._.n..u -

Iu&n
Amwmwofmemm Commirsion of Texas
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ATTACHMENT B

CenterPoint and Texas Coast
Utilities Coalition of Cities

Rule 11 Agreement

GUD Nos. 9791, 9910, 10007, and
10097
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THe e Yica 7 AN - e -
rarsiey Coilin Kenner
A Limfted Liahdity Partnership Prst Gffice By 12306
Ansiin, Texas PR7H
Teluphome (3121 700500
Fax {512) 8100312
July 2, 2015

Alfred R Herrera

Attorney for Texas Coast Coaliticn of Cives
816 Congress Avenue, Ruite 1250

Austin, Texas 78701

Re:  GUD 16432 Steteraent of Ineent of CenterPuoint Eneegy Resonrces Corp.. dibia
Center Point £rergy Batex and CenterPaiit Eacrany Texas Gas w0 borvase Rates
on a Division-wede Busis m the Teray Coust Division

NMr. Horrera,

This letter contitms our sgresment regarding the disposition of cortain cusey deseribad
below and also referenced in the Unanimoos Sctllerwnt Agresiment migned by Centet]in
Energy Resources Corp., d/bvn CenterPoint Energy Emex and ComterPoint Encrgy Texas Gas
(“CenterPomnt™ or the “Company”™t and e Tewas Coast Utilities Coaittion (*TCUC™) ia Gas
Utilities Dockes (*GUD™) Ny 1432,

Pursuant to Rale 11 o the Texas Rolex of Civil Procedurs, TCUL and CenlerPoing apre
1o the followimg:

1. As pat of the Unaniwous Settlement Agroement in GUD No, 310432, and within
fwenly duvs from the Raiiroad Commission’s approval of that Agreenenl. TOUC
agrees to withdraw its pending apneal in the Remand of GUD No, 9791 and its
appeals of G Nos, 0940, 10097 and 18397, which ae currently jeadiug in Travis
Coumy Disnict Courts {docketed ax 1D-1-GN-10-001189, D-1-GN- 1001472, D-1-
GN-12.000930, 13- LGN« 12000931, aud D) -GN- 12-&1.“?032)‘

2. Within thiny (30) duys from all TCUC chies nuving issoed an vedinane or resolution
approving e Unstimous Settiement Agreoment i GUR Ko, 10432, approving the
rate case nxpense tani¥ anached 1o this agmemcm and TCUC having provided i
mvoice for avinal amoums theurred and ver lo be reimbused, CenierPoint shall
reimburse TOUHIC it exponacs rodated to GUD No, 9791 and ¢ GUD Nos. 9910,
10007 end 10097, including relmed sppeals, o the amount of $403.000 und
CenterPoint shall recover TCUC s vmeimbursed expenses associated with these
proveedings thrauph a surcharge in the Cives of Angleélon, Baviown, Cluie. Fieeport.
League City, Pearland, Shoreacres, West Colunbia, and Wharon, Texes
{eallectively, “TCUC Cities™) and the Company ugrees not {0 seek recovery of its
cxpenses assoefaied with these appeals.  The recovery perind for the applicabls

o - i e i -

9 har Jactnta Boulevird, Suste 14040, Austin, Texus 7ATD]
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surcharge m the TCUC Citicy shill be thitty-six months and the surchmrge shatl be
computed and applicd based on the velurie of gas sold by CenterPuint in the TCUC
Cities,

Invoices will b sent 1o the followig addvess for processmg:

Toomas Sievens

Director of Regulatory Affairs
CenterPoind Eoergy

r.O. Box 2628

Heuston, Texgs 77252.2628

Please sign helow to indicate your agrecment (o fhese twrms

Res mgat‘d\"
.m,’»f
*’" ,f ,.f":',-" 1’11 5
e _..r‘ -
‘ f" ..:‘,:f...%.’,—,.ﬂ.ﬁr#-q‘"*?" e e
Mark Rantos
Attorney for Cemerbaing
-
AGRHED, .
- / e
r -
4 J -
\.,1‘

A g
Alfred R Herrera -
Attornes Tve Toxas Const Unalition of Citigx

Y6 Ran tatinty Peaicvard. Suiie 1450, Aostin. Texas 7870
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