
 
 
 
July 16, 2014 
 
 
Burl W. Haar 
Executive Secretary 
Minnesota Public Utilities Commission 
121 7th Place East, Suite 350 
St. Paul, Minnesota  55101-2147 
 
RE: Comments of the Minnesota Department of Commerce, Division of Energy Resources 
 Docket No. G008/M-14-368 
 
Dear Dr. Haar: 
 
Attached are the Comments of the Minnesota Department of Commerce, Division of Energy 
Resources (Department), in the following matter: 
 

CenterPoint Energy’s (CenterPoint) 2013 Demand Side Management Financial 
Incentive, Conservation Improvement Program Tracker Report, and 
Conservation Cost Recovery Adjustment Aggregated Compliance Filing 
(Petition). 

 
The Petition was filed on May 1, 2014 by: 
 

Audrey C. Peer 
Regulatory Analyst, Conservation Improvement Programs 
CenterPoint Energy, a Division of CenterPoint Energy Resources Corp. 
800 LaSalle Avenue 
PO Box 59038 
Minneapolis, Minnesota  55459-0038 

 
As discussed in greater detail in the attached Comments, the Department recommends that 
the Minnesota Public Utilities Commission (Commission) approve CenterPoint’s Petition with 
modifications and discontinue allowing the recovery of carrying charges for under or over 
recovered balances in CenterPoint’s CIP tracker account. The Department is available to 
answer any questions that the Commission may have in this matter. 
 
Sincerely, 
 
 
 
/s/ MICHAEL N. ZAJICEK 
Rates Analyst 
 
MNZ/lt 
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BEFORE THE MINNESOTA PUBLIC UTILITIES COMMISSION 
 

COMMENTS OF THE 
MINNESOTA DEPARTMENT OF COMMERCE 

DIVISION OF ENERGY RESOURCES 
 

DOCKET NO. G008/M-14-368 
 
 
 
I. SUMMARY OF THE UTILITY’S FILING 
 
On May 1, 2014, CenterPoint Energy, a Division of CenterPoint Energy Resources 
Corporation (CenterPoint, CPE, or the Company), submitted a filing (Petition) to the 
Minnesota Public Utilities Commission (Commission or MPUC) in the present docket.  The 
Company’s Petition included: 
 

• a proposed 2012 Demand Side Management (DSM) financial incentive of 
$10,890,131; 
 

• a report of proposed recovery and expenditures in its Conservation Improvement 
Program (CIP) tracker account during 2013; and 
 

• a proposed change to the Conservation Cost Recovery Adjustment (CCRA). 
 
In addition, Section I of the Petition contained the Company’s 2013 Status Report.  Since 
the Status Report does not require Commission approval, that portion of the Petition has 
been assigned a separate docket number.1 
 
The Minnesota Department of Commerce, Division of Energy Resources (Department or 
DOC) provides its analysis and recommendations below. 
 
 
II. THE DEPARTMENT’S ANALYSIS 
 
The Department’s analysis of CPE’s Petition is presented below in the following sections: 
 

• in Section II.A, CenterPoint’s proposed 2013 DSM financial incentive;  
• in Section II.B, CenterPoint’s proposed 2013 CIP tracker account;   

1 See Docket No. G008/CIP-09-644.04. 
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• in Section II.C, CenterPoint’s CCRA proposal;  
• in Section II.D, a review of CenterPoint’s CIP activities for the period 2009 through 

2013; and 
• in Section II.E, the Department’s proposal to standardize utility filings.  
 

A. CPE’S PROPOSED 2013 DSM FINANCIAL INCENTIVE 
 

1. Background and Summary of CPE’s Proposed 2013 DSM Financial Incentive 
 
Under the Shared Savings DSM financial incentive plan approved by the Commission in 
Docket No. E,G999/CI-08-133, CenterPoint may request Commission approval of a 
performance bonus based on the percent of net benefits that the Company achieves.  The 
Commission’s January 27, 2010 Order explains the incentive as follows: 
 

The New Shared Savings approach emphasizes a 1.5 percent 
energy savings goal, and ties the incentive earned by the utility 
to pursuit of the 1.5 percent savings goal.  The new approach 
sets a specific dollar amount per unit of energy saved that each 
utility will earn at energy savings equal to 1.5 percent of annual 
non-CIP exempt retail sales.  That is referred to as the incentive 
calibration. 
 
The higher the calibration, the higher the incentive will be at all 
energy savings levels after the threshold.  Specifically, each 
utility’s incentive is calibrated so that when the utility achieves 
energy savings equal to 1.5 percent of retail sales, electric 
utilities will earn an incentive equal to $0.09 times the number 
of kWh saved2 and gas utilities will earn at a range from $4.50 
to $6.50 times the number of thousand cubic feet (Mcfs) saved. 
 
Importantly, the incremental incentive per additional energy 
savings achieved is higher than the average incentive achieved.  
Thus, the closer the energy savings is to reaching the 1.5 
percent energy savings goal, the greater the incremental 
incentive.  However, the incentive is still less than the net 
benefits created through the savings, therefore reserving a 
majority of the net benefits for ratepayers. 
 
Mandated assessments to utilities will not be included in the 
calculation of net benefits.  Further, as agreed to by the working 
group, a utility can elect before the beginning of each year 
whether to include third party programs in its incentive  

  

2 This calibration was modeled to result in a utility receiving an incentive at historical levels when historical 
energy savings are achieved. 
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calculation.  The costs and benefits of non-elected third party 
programs will not be included in the calculation. 
 

Under the revised shared savings DSM financial incentive plan approved by the 
Commission,3 CenterPoint may request Commission approval of a performance incentive 
based on the percent of net benefits that the Company achieves under its approved CIP.  
The plan links the incentive to the Company’s performance in achieving cost effective 
conservation. 
 
With respect to net benefits, CenterPoint provided in its Petition the benefit-cost results of 
the revenue requirements test associated with the Company’s 2013 CIP.  According to the 
Company, CPE’s 2013 CIP activities resulted in an estimated $89,196,049 of net benefits.  
CenterPoint also stated that its CIP activities achieved energy savings in 2013 of 1,584,019 
Mcf.  Normally this would have resulted in an incentive amount of $14,820,999, however 
there is a cap on the financial incentive of $6.875 per Mcf saved, and thus based on the 
terms and conditions of its approved DSM incentive plan, CPE requested recovery of a 
revised DSM financial incentive of $10,890,131.  
 

2. The Department’s Review of CPE’s Proposed 2013 DSM Financial Incentive 
 
The Department’s CIP Engineering Staff review of the Company’s claimed demand and 
energy savings that underpin CenterPoint’s proposed DSM financial incentive is on-going.  In 
all likelihood, it will not be completed before the fall of 2014.  This lag between the 
Company’s request for recovery of the incentive and completion of the Department CIP 
Engineering Staff review is a recurring phenomenon.  In its review of CenterPoint’s 2012 
DSM financial incentive filing4 the Department compensated for this lag by simply assuming 
CPE’s claimed energy savings for 2012 were correct as filed and planned to make, in the 
instant docket, any adjustments approved by the Deputy Commissioner of the Department.  
However, the Deputy Commissioner accepted CenterPoint’s 2012 Status Report without any 
adjustments5 and thus none need to be made in the instant docket. 
 
As was done last year, the Department’s analysis assumes that CenterPoint’s claimed 2013 
energy savings are correct as filed.  If the Deputy Commissioner of the Department 
subsequently approves changes to CenterPoint’s energy savings claims that impact either 
recovery of CIP budgets or levels of Shared Savings DSM financial incentives, those changes 
can be incorporated in the Company’s 2014 filing that will be made April 30, 2015. 
CenterPoint’s reported gas energy savings level is $1,584,019 Mcf, in the Company’s 2013 
Petition.  The Department used the 1,584,019 Mcf energy savings in its review in this 
docket. 
  

3 See Docket No. E,G999/CI-08-133. 
4 Docket No. G008/M-13-373. 
5 Docket No. G008/CIP-09-644.04 
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According to the revised incentive calculation in CenterPoint’s Petition, the Company 
receives approximately 1.72989 percent of the net benefits created by its 2013 CIP 
investments for every 0.1 percent of sales saved above 0.1 percent. CenterPoint estimated 
that it achieved energy savings of 1.16 percent of its three-year average sales from the 
Company’s 2013-2015 Triennial Plan.  Thus, CenterPoint’s 2013 DSM financial incentive 
would normally be 16.6% of the achieved net benefits, or $14,820,999 however, as stated 
previously, there is a cap on the financial incentive of $6.875 per Mcf saved, and thus 
based on the terms and conditions of its approved DSM incentive plan, CPE requested 
recovery of a revised DSM financial incentive of $10,890,131. Consequently, the 
Department recommends approval of an incentive of $10,890,131 for CenterPoint’s 2013 
CIP achievements. 
 

3. The DOC’s Overall Recommendation Concerning CenterPoint’s 2013 DSM 
Financial Incentive 

 
The Department recommends that the Commission approve CenterPoint’s proposed 2013 
DSM financial incentive of $10,890,131 to be included in the Company’s CIP tracker 
account no sooner than the issue date of the Commission’s Order in the present docket. 
 
B. CENTERPOINT’S 2013 CIP TRACKER ACCOUNT 
 

1. Overall 2013 CIP Tracker Account 
 
During its analysis the Department discovered that the Company incorrectly calculated the 
CIP tracker balance due to an apparent arithmetic error that incorrectly summed the total 
recovery via base rates and the CCRA for the month of January 2013. The Company 
responded that this apparent error was actually the result of misalignment of the 
CenterPoint’s billing Cycle with the January 1st effective date, and thus $279,687 was not 
recovered to represent so as to change the customer’s rate only one rate during each billing 
period. Thus the Company correctly reported a year-end CIP Tracker balance of $8,501,064.  
Table 1 below provides a summary of the activity in the Company’s CIP tracker account 
during 2013 including the adjustment for unrecovered CCRA due to the misalignment of the 
Company’s billing cycle.   
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Table 1:  Summary of CenterPoint’s CIP Tracker Account in 2013 
 
Description Time Period Amount 
Beginning Balance December 31, 2012 $ 14,225,552 
CIP Expenses January 1 through December 31, 2013 $23,222,379 
2012 DSM Financial Incentive Approved in December 2013 $3,207,411 
Carrying Charges January 1 through December 31, 2013 $344,598 
Unrecovered CCRA due to billing dates January 1 through December 31, 2013 $279,687 
Recovery via Base Rates January 1 through December 31, 2013 ($9,581,055) 
Interim Recovery Rate                    October 1 through December 31, 2013 ($4,269,471) 
Recovery via CCRA6 January 1 through December 31, 2013 ($18,928,037) 
Ending Balance December 31, 2013 $8,501,064 
 

2. The Department’s Overall Recommendation Concerning CenterPoint’s 2013 
CIP Tracker Account 

 
The Department recommends that the Commission approve CenterPoint’s 2013 CIP tracker 
account as presented in Table 1. 
 
C. CENTERPOINT’S PROPOSED CCRA 
 
Minnesota law states in relevant part that the Commission “may permit a public utility to file 
rate schedules providing for annual recovery of the costs of energy conservation 
improvements.”7  This annual CIP recovery mechanism is generally referred to as the 
Conservation Cost Recovery Adjustment (CCRA).  In addition, in the Company’s 2008 rate 
case proceeding, the Commission allowed CenterPoint to include in base rates a 
Conservation Cost Recovery Charge (CCRC) of 0.00644 per therm.8  On August 2, 2013 the 
Company filed a new rate case in Docket No. G008/GR-13-316, for which interim rates went 
into effect on October 1, 2013 resulting in a new CCRC of $0.01866 per therm, or an 
increase of $0.01222 per therm. 
 
In the present docket, CenterPoint requests Commission approval of a CCRA of $0.00884 
per therm, to be effective January 1, 2015.  The Company notes that this CCRA would not 
result in the complete recovery of the CIP Tracker balance, but argues that to avoid rate 
shock the CCRA rate should not be set at the rate at which the tracker balance would be 
fully recovered.  The Department notes that during its analysis an error was discovered in 
CenterPoint’s projected CCRA recovery during January of 2014 and 2015. The Company 
provided corrected tables upon request. 
  

6 The 2013 CCRA recovery total is total recovery net refunds to CCRA-exempt customers. 
7 See Minn. Stat. §216B.16, subd. 6b(c). 
8 See Docket No. G008/GR-08-1075. 
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Table 2 below summarizes the calculation of CenterPoint’s CCRA without the Company’s 
requested adjustment to mitigate rate shock.9  The Department notes that since this 
proposed CCRA is intended to be in effect during the 2015 calendar year its calculation 
requires a projection of the CIP tracker balance through the end of 2014. 
 

Table 2:  Summary of CenterPoint’s CCRA10 
 

 Description Amount 
 Estimated CIP Tracker Account Balance as of December 31, 2014 $ 6,335,225 
 Actual and Estimated CIP Expenses – January – December 2015 $25,569,528 
 Actual and Estimated Carrying Charges – January - December 2015         ($350,125)11 
 Actual and Est. Base Rate Recoveries – January – December 2015 ($24,892,687) 
 Estimated CIP Tracker Account Balance as of December 31, 2015 $6,661,941 
 Proposed 2015 DSM Financial Incentive $8,506,837 
 Total Estimated CIP Tracker Account Balance as of December 31, 2015 $15,168,778 
 Projected Sales less CIP-exempt Sales (Dth)12 133,401,329 
 Proposed CCRA ($/Dth) $0.1137 
 
As shown in Table 2 the CCRA required to zero out the CIP Tracker Balance as of January 1, 
2016 would be $0.01137 per therm, or $0.0025 per therm higher than the Company’s 
proposed CCRA of $0.00884 per therm. 
 
The Department notes that retaining large CIP tracker balances allows the Company to 
recover high carrying costs.  Essentially, this results in the Company making a high interest 
loan to rate payers.  Alternatively, if the Company over-recovers costs, this can lead to a 
negative carrying charge which results in the CenterPoint owing money to its customers. 
 
Thus the Department believes that minimizing carrying costs should be a priority, and the 
aim when selecting a new CCRA.  Carrying costs are calculated each month based on the 
month-end tracker balance.  Total carrying costs for the year equal the sum of each month’s 
carrying charges.  Due to the fact that the CIP tracker balance varies considerably from 
month to month, setting a CCRA to attempt to zero out the CIP Tracker balance at any given 
time (e.g., December 31, 2015) will not result in minimized total carrying costs.  For 
instance, the date the financial incentive is booked typically causes a large under-recovery in 
that month.  Therefore, having a goal to reduce the tracker balance to zero in a particular 
month is not likely to minimize total annual carrying charges as any date chosen would be 
arbitrary.  Thus the Department believes that a better method for calculating CCRAs would 
be to find the rate that minimizes monthly carrying charges over the course of the year.  The 
Department presents further recommendations on the application of carrying charges in 
Section II.D below. 
  

9 See pages 41-42 of the Petition. 
10 See page 51 of the Company’s Petition. 
11 Carrying cost was calculated using the Company’s proposed CCRA of $0.00884 per therm. 
12 Projected Dth throughput pursuant to Docket No. G008/GR-13-316.  Excludes CIP-exempt customer Dth 
throughput. 
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Table 3 below shows the Department’s projection of the CIP tracker account using a CCRA 
designed to minimize carrying charges (rather than reduce the tracker balance to zero on a 
certain date). 
 

Table 3:  Projection of CenterPoint’s CIP Tracker Account in 2015 
 

Description Time Period Amount 
Beginning Balance December 31, 2014 $ 6,335,30113 
CIP Expenses January 1 through December 31, 2015 $25,569,528 
2012 DSM Financial Incentive To Be Approved in December 2015 $8,506,837 
Carrying Charges January 1 through December 31, 2015 ($11) 
Recovery via Base Rates January 1 through December 31, 2015 ($24,892,688) 
Recovery via CCRA14 January 1 through December 31, 2015 ($3,503,119) 
Ending Balance December 31, 2015 $12,015,848 
 
To calculate this CCRA the Department recreated CenterPoint’s projection spreadsheets and 
calculated a CCRA that enabled the carrying charges to be as close to zero as possible.  This 
resulted in a CCRA of $0.002626 per therm.15  The Department notes that the large year-
end balance for the CIP tracker account reflects the seasonal variations of the CIP recovery 
for CenterPoint; the large December 2015 tracker balance does not indicate the overall 
level of over or under recovery.  Assuming a CCRA of $0.002626, the tracker balance would 
not continue to grow larger over time because the CCRA is calculated to minimize carrying 
charges thus ensuring that the average CIP tracker balance over the year would be close to 
zero. 
  

13 Beginning balance varies due rounding differences. 
14 Calculated at $0.002626 per therm multiplied by the expected volumes less exempted volumes. 
15 See Attachment 1. 
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Table 4 below compares the Department’s proposed CCRA of $0.002626 per therm in the 
present docket with the Company’s current CCRA of $0.00659 per therm. 
 

Table 4:  Comparison of the 
Current CenterPoint CCRA and the Department Proposed CCRAs 

for All Customer Classes 
 

Current CCRA Proposed CCRA Change Percent 
  ($/therm) ($/therm) ($/therm) Change  
$0.00659  $0.002626 ($0.003964) -60% 

 
As indicated in Table 4, the Department’s proposed CCRA of $0.002626 represents a 
decrease of $0.003964 per therm, or approximately 60 percent, compared to the currently 
approved CCRA of $0.00659 per therm. 
 
Thus the Department recommends that the Commission approve a CCRA of $0.002626 per 
therm to go into effect on January 1, 2015. 
 
The Department recommends that the Commission approve the following proposed 
customer bill message: 
 

The MPUC has approved a Conservation Cost Recovery 
Adjustment (CCRA) factor of $0.002626 per therm.  This charge 
is used to fund energy conservation activities and has been 
added to your delivery charge.  For more information please call 
1-800-245-2377 or visit our website at 
www.centerpointenergy.com. 

 
D. REVIEW OF CENTERPOINT’S CIP ACTIVITIES (2009-2013) 
 
In Table 5 below, the Department presents a comparison of CenterPoint’s DSM and CIP 
activities during the period 2009 through 2013.  Table 5 provides an indication of how the 
Company’s DSM financial incentives, year-end tracker balances, reported CIP expenditures, 
and reported energy savings have changed during that period. 
  

http://www.centerpointenergy.com/
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Table 5:  History of CenterPoint’s CIP Activities (2009-2013) 
 

 2009 2010 2011 2012 2013 
DSM Financial Incentive $1,394,200 $3,493,921 $4,590,392 $3,207,411 $10,890,131 
Incentive as a % of CIP 
Expenditures 13.8% 21.1% 24.5% 16.3% 46.9% 

Carrying Charges $507,155 $296,465 $450,945 $418,624 $344,598 
Carrying Charges as % of CIP 
Expenditures 5.0% 1.8% 2.4% 2.1% 1.5% 

Year-End Tracker Balance $6,879,416 $10,216,655 $9,248,025 $14,225,552 $8,501,064 
Year-End Tracker Balance as 
a % of CIP Expenditures 67.99% 61.64% 49.42% 72.3% 36.6% 

CIP Expenditures (as 
reported in status reports) $10,117,898 $16,574,737 $18,713,923 $19,680,178 $23,222,379 

Achieved Energy Savings 
(Mcf) 938,978 1,300,228 1,488,231 1,330,518 1,584,019 

Average Cost per Mcf 
Saved16 $10.78 $12.75 $12.57 $14.79 $14.66 

 
As indicated in Table 5, compared to 2012 CenterPoint’s 2013 proposed: 
 

• DSM financial incentive is higher; 
• carrying charges are lower; 
• year-end tracker balance is lower; 
• CIP expenditures are higher; 
• achieved energy savings are higher; 
• average cost per Mcf saved is lower. 

 
The Department notes that carrying charges were first approved as part of Minnesota 
utilities’ CIP tracker accounting in the early 1990s.  One of the purposes of carrying charges, 
and allowing timely recovery through a CIP tracker account, was to provide utilities an 
incentive to invest in energy conservation by ensuring that they not only recovered all 
conservation costs incurred in a timely manner, but that they also received a carrying charge 
on uncollected balances.  At that time financial incentives for conservation were de minimis. 
Now, however, the Commission provides large financial incentives for utility investments in 
CIP (CenterPoint’s DSM financial incentives totaled $11,291,724 for 2010-2012).  Rather 
than continue to calculate carrying charges on positive or negative monthly tracker account 
balances, the Department recommends that the Commission eliminate carrying charges The 
Department concludes that it is reasonable to disallow carrying charges beginning in the 
moth after the Commission issues its Order in this docket. 
 
In the event that the Commission decides not to discontinue CenterPoint’s CIP carrying 
charges, then the Department recommends that the Commission disallow carrying charges 
on CenterPoint’s financial incentive.  The Minnesota Chamber of Commerce (the Chamber) 
made this recommendation for Otter Tail Power Company in the Chamber’s May 30, 2014 
Comments (see Docket No. E017/M-14-201).  The Chamber argued that carrying costs   

16 The average cost per Mcf saved equals CIP expenditures ($) divided by total energy savings (Mcf). 
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should not be charged “since the utility is not incurring any risk in receiving the incentive nor 
are dollars being held up to pay for the CIP expenditures.”  The Department agrees with the 
Chamber that paying carrying costs on CIP financial incentives is not needed and 
recommends that CenterPoint remove its incentive when calculating carrying charges.  The 
Department anticipates that removing CenterPoint’s DSM financial incentive may reduce 
carrying charges to such an extent as to virtually eliminate carrying charges. 
 
The Department recommends that the Commission eliminate carrying charges on under- or 
over-recovered CIP balances.  In the event that the Commission decides not to eliminate 
carrying charges on the entire CIP balance, the Department recommends that the 
Commission not allow carrying charges on CenterPoint’s CIP financial incentive.   
 
E. STANDARDIZING INCENTIVE FILINGS 
 
In an attempt to standardize DSM financial incentive and CCRA filings the Department is 
recommending that: 
 

1. utilities should record any DSM financial incentives awarded during the calendar 
year of the tracker filing in question; 

2. based on experience from previous CCRA filings, utilities should calculate their 
proposed CCRA rate assuming that the rate will be implemented no earlier than 
November of the filing year; 

3. utilities should include its next estimated DSM financial incentive in the CCRA 
calculation to minimize fluctuations in the tracker account balance when the next 
incentive is awarded; and 

4. utilities should use the projected therm sales for the period the proposed CCRA 
will be effective, not the projected sales for the calendar year.  

 
In the case of CenterPoint these recommendations are not necessary, as the Company 
consistently records its’ DSM financial incentive promptly following Commission approval 
during the calendar year in question, and assumes for projection purposes that incentives 
are filed by the end of the year in question.  Further, CenterPoint implements all its CCRA 
rates in January the year after approval, and thus meets the Departments goal of having the 
CCRA implemented at a consistent time year after year so as to maintain the CIP tracker 
balance as projected.  Further by implementing their CCRA in January of each year they 
avoid issues of projected year sales not lining up with the CCRA effective dates. 
 
Thus the Department does not believe that any of the above recommendations are 
necessary for CenterPoint to implement, as the Company’s current practices fulfill the 
objectives of the standardizing recommendations. 
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III. THE DEPARTMENT’S RECOMMENDATIONS 
 
The Department recommends that the Commission: 
 

1) approve CenterPoint’s proposed 2013 DSM financial incentive of $10,890,131 to 
be included in the Company’s CIP tracker account no sooner than the issue date 
of the Commission’s Order in the present docket; 

 
2) approve CenterPoint’s 2013 CIP tracker account, as summarized in Table 1 

above; 
 
3) approve the Department’s proposed CCRA of $0.002626 per therm, to be 

effective on January 1, 2015, in following with the Company’s standard CCRA 
adjustment date;  

 
4) discontinue approving carrying charges for under or over recovered balances in 

CenterPoint’s CIP tracker account beginning in the moth after the Commission 
issues its Order in this docket;  

 
5) in the event that the Commission continues to allow the application of carrying 

charges to the over and under recovery of CIP tracker accounts, disallow 
application of the carrying charge to the Company’s financial incentive; and 

 
6) approve the following bill message: 
 

The MPUC has approved a Conservation Cost Recovery 
Adjustment (CCRA) factor of $0.002626 per therm.  This charge 
is used to fund energy conservation activities and has been 
added to your delivery charge.  For more information please call 
1-800-245-2377 or visit our website at 
www.centerpointenergy.com. 

 
/lt 

http://www.centerpointenergy.com/
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