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April 2, 2020

Mr. Will Seuffert

Executive Secretary

Minnesota Public Utilities Commission
121 7" Place East, Suite 350

St. Paul, MN 55101-2147

RE: In the Matter of the Petition of CenterPoint Energy Resources Corp., d/b/a
CenterPoint Energy Minnesota Gas, for Approval of an Affiliated Interest
Agreement Between CenterPoint Energy Minnesota Gas and Minnesota Limited

In the Matter of the Application by CenterPoint Energy Resources Corp., d/b/a
CenterPoint Energy Minnesota Gas, for Authority to Increase Natural Gas Rates in
Minnesota

PUC Docket Nos. G-008/Al1-19-292, G-008/GR-19-524
OAH Docket No. 8-2500-36579

Dear Mr. Seuffert:

CenterPoint Energy Resources Corp., d/b/a CenterPoint Energy Minnesota Gas (“CenterPoint
Energy Minnesota Gas” or the “Company”) respectfully submits these Comments to the
Minnesota Public Utilities Commission (“Commission”) in response to the Commission’s Notice
of Request for Information and Subsequent Comment Period (“Notice”) issued in the above-
referenced dockets on February 20, 2020.

On February 5, 2020, CenterPoint Energy Minnesota Gas filed a letter in Docket No. G-008/Al-
19-292 announcing that its parent company, CenterPoint Energy Inc. (“CNP”), had entered into
an agreement to sell two of its subsidiary companies, Miller Pipeline and Minnesota Limited
(collectively, “MVerge”) to PowerTeam Services, LLC. On February 20, 2020, the Commission
requested the Company provide preliminary, pro-forma journal entries that would record the
sale of MVerge, and a copy and explanation of any information (including SEC disclosure
filings) provided to shareholders and other stakeholders related to the effects of this sale. The
Company provided this information in its filing in the above-referenced dockets dated March 6,
2020.

In its Notice the Commission also requested comment on the following topics:

1) Does this sale have an impact on Minnesota ratepayers? If so, how?

1



Mr. Will Seuffert

PUC Docket Nos. G-008/Al-19-292, G-008/GR-19-524
OAH Docket No. 8-2500-36579

April 2, 2020

Page 2

2) Will this transaction result in any anticipated Goodwill impairment charges for CNP?
3) What will CNP’s pro-forma capital structure be following this sale?

4) How will Minnesota ratepayers be protected from any possible credit rating agencies’
downgrades that may result from this sale?

5) Will this sale have an impact on rate base or operations and maintenance (“O&M”)
expenses in CenterPoint Energy Minnesota Gas'’s current rate case?

6) How will this sale impact the 2020 construction season?

7) Are there other issues or concerns related to this matter?
The Company responds to each issue below.
1) Does this sale have an impact on Minnesota ratepayers? If so, how?

The sale of MVerge will not have an impact on Minnesota ratepayers. On February 1, 2019,
CNP closed its acquisition of Vectren Corporation (“Vectren”) and both Miller Pipeline and
Minnesota Limited were acquired by CNP in that acquisition. As part of that transaction, the
Company filed an Affiliate Interest Petition and Stipulation, making certain commitments to
continue to provide the same level of service to Minnesota customers and ensure that
Minnesota ratepayers did not bear certain costs related to or caused by the transaction."

The Company continues to be committed to providing quality service to our Minnesota
customers and our commitment will be unaffected by the sale of MVerge. In particular, this sale
will not adversely affect overall service quality, the Company’s energy efficiency programs, or
the Company’s transmission and distribution integrity management programs. The Stipulation
describes various metrics that the Company will provide in coming months and years to
demonstrate that the Company’s service to its Minnesota customers has not declined since the
pre-merger period, and these metrics and the Company’s commitments will not be affected by
the sale of MVerge.

In terms of a financial impact on Minnesota ratepayers, current rates will not be adjusted for any
impact of the MVerge sale, and the sale had no impact in the development of the Company’s
current rate case. In particular, in the pending rate case the Company is not seeking to recover
any increase in corporate costs resulting from the merger and there are no changes to
corporate cost allocations compared to those allowed in past rate cases in the base year as a
result of the Vectren acquisition. In fact, the 2020 test year includes an overall reduction in

' See Stipulation filed on October 26, 2018, in Docket No. G-008/Al-18-517. The Commission approved
the Stipulation by Order in that docket dated January 14, 2019.
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corporate charges compared to the 2018 base year, in part attributable to the savings realized
as a result of the merger, and the Company is not seeking to adjust these test year amounts in
light of the MVerge sale.

2) Will this transaction result in any anticipated Goodwill impairment charges for
CenterPoint Energy, Inc.?

Yes. As reported in CNP’s Form 10-K filed with the United States Securities and Exchange
Commission on February 27, 2020, for the 2019 fiscal year, as a result of the proposed sale of
MVerge:

CenterPoint Energy anticipates recording an impairment loss on assets held for sale of
approximately $85 million, plus an additional loss for transaction costs, in the first quarter
of 2020. The actual amount of the impairment or loss may be materially different from
the preliminary amount.

The full amount of the goodwill impairment may not be known until later in 2020, and any
necessary adjustment will be recorded at that time. Importantly, goodwill adjustments
attributable to the sale would not affect Minnesota ratepayers. Instead, the goodwill impairment
charges will be incurred at CNP and not passed on to CNP subsidiaries.

3) What will CNP’s pro-forma capital structure be following this sale?

CNP does not anticipate any material change to its capital structure as a result of the MVerge
sale. In terms of the impacts of the sale, equity will be reduced, but the proceeds of the sale will
be used to reduce debt and CNP does not expect its capital structure to materially change.

Similarly, there will be no changes to CenterPoint Energy Minnesota Gas’s pro-forma capital
structure as a result of the sale. The Company will continue to be bound by the Commission’s
April 8, 2003, Order in Docket No. G-008/CI-02-1368. In accordance with that Order, the
Company will continue to adhere to the following commitments:

¢ On its Minnesota jurisdictional books and for regulatory purposes, the Company will
recognize a capitalization structure and applicable cost of financing typical of an A-rated
utility; and

¢ The Company will maintain approximately a 50/50 debt equity ratio, with each debt
instrument reflecting the costs associated with that of an A-rated utility at the time that
the debt instrument is booked.
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These commitments require a capital structure of approximately fifty percent debt and equity
and they require the Company to use debt instruments reflecting the costs associated with an A-
rated utility as a benchmark. Accordingly, CenterPoint Energy Minnesota Gas’ pro-forma
structure will not be affected by any changes in the debt to equity ratio of CNP that occur as a
result of the sale.

4) How will Minnesota ratepayers be protected from any possible credit rating
agencies’ downgrades that may result from this sale?

As mentioned, in terms of the impacts of the sale, equity will be reduced, but the proceeds of
the sale will be used to reduce debt so CNP does not anticipate a material change to its capital
structure. Regardless of the actual impact to the CNP capital structure, because the Company
is required to reflect the debt costs associated with that of an A-rated utility, any possible credit
actions by the agencies would have no impact to Minnesota customers.?

5) Will this sale have an impact on rate base or operations and maintenance (“O&M”)
expenses in CenterPoint Energy Minnesota Gas’s current rate case?

As previously discussed, this sale was not contemplated in preparation of the rate case initial
filing, and therefore will not have an impact on the rate base or O&M expenses that the
Company has proposed in the current rate case. The proposed rate base and O&M expenses
included in the current rate case are required to meet the Company’s obligations and
commitments to its customers, and the Company is not proposing any adjustments to those
expenses as a result of the sale.

6) How will this sale impact the 2020 construction season?

The sale will have no effect on the 2020 construction season. CenterPoint Energy Minnesota
Gas’s construction season is planned to meet the Company’s safety and reliability commitments
and this sale will not impact the Company’s integrity programs. Minnesota Limited has
historically been the contractor for the construction and replacement of the Company’s “beltline”
system, which is the high-pressure distribution system that circles the Twin Cities metropolitan
area. The Company plans to continue work on the beltline in the 2020 construction season and
Minnesota Limited has recently been awarded the 2020 construction contract through the
Company’s bidding process. The Company is preparing an affiliate filing and we will submit the
2020 Minnesota Limited contract for the Commission’s review pursuant to the affiliate
transaction rules.

2 In addition, S&P Global and Moody’s have both published that the sale of MVerge is credit positive to
CNP from a business risk perspective.
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7) Are there other issues or concerns related to this matter?

In sum, the sale of MVerge will not impact Minnesota customers and the Company has no other
issues to bring to the Commission’s attention related to this matter.

CenterPoint Energy Minnesota Gas thanks the Commission for the opportunity to submit these
comments. Please feel free to contact me at 612-321-4625 or
amber.lee@centerpointenergy.com with any questions.

Sincerely,

/sl Amber S. Lee

Amber S. Lee
Director, Regulatory Affairs

C: Service List
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