
  
 

 
 
January 2, 2018 PUBLIC DOCUMENT 
 
 
Daniel P. Wolf 
Executive Secretary 
Minnesota Public Utilities Commission 
121 7th Place East, Suite 350 
St. Paul, Minnesota 55101 
 
RE: Comments of the Minnesota Department of Commerce, Division of Energy Resources 

Docket No. G008/M-17-533  
 
Dear Mr. Wolf: 
 
Attached are the comments of the Minnesota Department of Commerce, Division of Energy 
Resources (Department) in the following matter: 
 
CenterPoint Energy Resources Corp. d/b/a CenterPoint Energy Minnesota Gas’ (CenterPoint or 
the Company) Request for Change in Demand Units (Petition) and Supplemental Information 
(Supplemental Filing). 
 
The Petition was filed on November 1, 2017 by: 
 

Marie Doyle 
Regulatory Services 
CenterPoint Energy 
505 Nicollet Mall 
PO Box 59038 
Minneapolis, MN  55459-0038 

 
The Department recommends that the Minnesota Public Utilities Commission (Commission) 
accept the Company’s proposed level of demand entitlement and allow CenterPoint to recover 
associated demand costs through the monthly Purchased Gas Adjustment (PGA) effective 
November 1, 2017.   The Department is available to respond to any questions the Commission 
may have on this matter. 
 
Sincerely, 
 
 
/s/ ADAM J. HEINEN 
Rates Analyst 
 
AJH/ja 
Attachment 



 

 
 
 

Before the Minnesota Public Utilities Commission 
 

 
Comments of the Minnesota Department of Commerce 

Division of Energy Resources 
 

Docket No. G008/M-17-533 
 
 
I. SUMMARY OF COMPANY’S PROPOSAL 
 
Pursuant to Minnesota Rules 7825.2910, subpart 2,1 CenterPoint Energy (CenterPoint, CPE, or 
the Company) filed a petition requesting a change in demand2 units (Petition) on July 3, 2017.  
The demand entitlement levels reported in the original Petition were proposed as of July and 
were not the final level of pipeline capacity actually purchased.  Because the natural gas heating 
season spans the five-month period from November through March, the Company has the 
ability to secure capacity up until November 1st each year.  In addition, the Petition did not 
reflect Northern Natural Gas’ (Northern or NNG) 2017-2018 reallocation of units between TF-12 
Base and TF-12 Variable services.3 
 
On November 1, 2017, the Company filed a Supplemental Filing to provide the final level of 
pipeline capacity actually purchased for the upcoming winter.  The document also includes final 
updated demand rates and anticipated commodity pricing. 
 
In its Petition, CenterPoint requested that the Minnesota Public Utilities Commission 
(Commission) approve an increase in the Company’s overall level of contracted pipeline 
capacity.  In the updated Supplemental Filing, CenterPoint added 54,227 Dkt4 per day of winter 
entitlement and 30,962 Dkt per day of summer entitlement on the Northern Natural Gas (NNG) 
system.  The Company also added 10,000 Dkt per day of winter entitlement on the Viking Gas 
Transmission (Viking or VGT) system.  The breakout of the additional entitlement is listed below 
in Table 1. 
  

                                                      
1 Filing by Gas Utilities:  Filing upon a change in demand.  Gas utilities shall file for a change in demand to increase or 
decrease demand, to redistribute demand percentages among classes, or to exchange one form of demand for another. 
2 Also called entitlement, capacity, or transportation on the pipeline. 
3 On November 1, NNG annually adjusts TF-12 Base and Variable billing unit entitlements based on the utility’s gas use in 
the previous May-through-September period.  The adjustments are in accordance with NNG’s tariff approved by the Federal 
Energy Regulatory Commission (FERC). 
4 Dekatherms (Dkt or DT). 
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Table 1 – Demand Entitlement Changes 

Pipeline Receipt 
Point  

Pipeline Delivery 
Point 

Discount or Non-
Discount 

Proposed Changes: Increase (Decrease) (Dkt) 

5-month (Winter) 7-month (Summer) 
NNG - Ventura Anoka #1 Discount 2,166  1,091  
NNG - Ventura Anoka #1A Discount 772  372  
NNG - Ventura Blaine #1 Discount 815  278  
NNG - Ventura Dayton #1 Discount 3,044  1,696  
NNG - Ventura Elk River #1 Discount 634  248  
NNG - Ventura Ham Lake #1 Discount 963  470  
NNG - Ventura Minneapolis #1D Discount 16,000  9,117  
NNG - Ventura Mankato #1A Discount 1,358  955  
NNG - Ventura Minneapolis #1Q Discount 5,000  2,242  
NNG - Ventura Minneapolis #1P Discount 9,576  4,546  
NNG - Ventura Belle Plaine #1 Non-Discount 275  161  
NNG - Ventura Eagle Lake #1 Non-Discount 1,000  617  
NNG - Ventura Elk River #1B Non-Discount 1,000  533  
NNG - Ventura Jordan #2 Non-Discount 2,000  1,046  
NNG - Ventura New Prague #1 Non-Discount 2,000  1,302  
NNG - Ventura St. Peter #1 Non-Discount 2,500  1,636  
NNG - Ventura Willmar #1 Non-Discount 1,000  734  

NNG - Welcome Madelia Non-Discount 221  221  
NNG - Welcome Springfield Non-Discount 198  198  
NNG - Welcome Sleepy Eye Non-Discount 162  162  
NNG - Welcome St. James Non-Discount 19  19  
NNG - Chisago Grasston MN #1 Non-Discount 60  60  
NNG - Chisago Centerville MN #1 Non-Discount 27  27  
NNG - Chisago Hastings MN #1C Non-Discount 1,512  1,512  
NNG - Carlton Hastings MN #1C Non-Discount 283  283  
NNG - Carlton Coates MN #1 Non-Discount 500  500  
NNG - Carlton Hastings MN #1B Non-Discount 202  202  

NNG – 
Unspecified 5 

Unspecified Delivery 
Points Non-Discount 940  734  

Viking – Emerson Pierz/Chisago Not Applicable 10,000    
TOTAL     64,227  30,962  

  

                                                      
5 CPE Supplemental Filing, Exhibit B3, Lines 36 and 37.  The capacity additions were contracted in 2015 to be added effective 
November 1, 2017.  
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CenterPoint stated that entitlements were added based on the Company’s evaluation of the 
needs on its distribution system and in support of forecasted customer growth. 
 
The Company also reported in the Petition and Supplemental Filing that the propane peaking 
capacity would be decreasing by 22,000 Dth per day for the upcoming winter due to an 
engineering review of the aggregate delivery capability of the facilities.   
 
Finally, CenterPoint made changes to the amount of storage contracted.  Storage does not 
directly impact daily entitlements, but is an important tool to secure supply.  In the Petition, the 
Company stated that it was able to add 3.3 Bcf of NNG Firm Deferred Delivery (FDD) storage 
service via an open season.  
 
The effects of the changes listed above are shown in greater detail and compared to the prior filings 
in Department Attachment 1.  
 
The changes as reflected in CenterPoint’s Supplemental Filing result in an overall decrease in 
monthly Purchased Gas Adjustment (PGA) rates, as discussed below. 
 
 
II. THE DEPARTMENT’S ANALYSIS OF THE COMPANY’S PROPOSAL 
 
The Minnesota Department of Commerce, Division of Energy Resources’ (Department) analysis of 
the Company’s request includes the following sections: 
 

• the proposed changes to the entitlement level and to non-capacity items; 
• the design-day requirement; 
• the reserve margins; and 
• the PGA cost recovery proposals. 

 
A. PROPOSED CHANGES 
 

1. Changes to the Entitlement Level 
 
As indicated in Department Attachment 1, the Company proposed to increase its total 
entitlement level from the prior year by 34,126 Dkt as follows: 
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Table 2 – CenterPoint’s Total Entitlement Levels 
Previous Entitlement 

(Dkt) 
Proposed Entitlement 

(Dkt) 
Entitlement Changes 

(Dkt) 
% Change From Previous 

Year 

1,375,470 1,409,596 34,126 2.48% 

 
CenterPoint’s increase to entitlement was largely attributed to the addition of pipeline capacity 
on NNG and Viking for the 2017-2018 heating season of 54,227 Dkt and 10,000 Dkt 
respectively.  The Company’s increase in pipeline capacity was partially offset by a decrease in 
propane peaking capacity of 22,200 Dkt.  The Company also elected not to contract for any 
peaking service from a third-party gas supplier as was done in the prior heating season, for 
which  CenterPoint contracted to receive 6,000 Dkt.  CenterPoint confirmed in follow up 
discussion that it determined peaking service from gas suppliers was not needed once the 
addition of the 10,000 Dkt on Viking was secured.    
 
Based on its analysis, the Department concludes that CenterPoint’s proposed level of demand 
entitlement is reasonable. The Department recommends approval of the demand entitlement.  
 

2. Changes to Non-Capacity Items 
 
CenterPoint participated in an open season last winter in an effort to add NNG storage capacity.   
NNG offered 6.1 Bcf of available storage capacity in which CenterPoint bid on all the available 
capacity.  The Company was awarded 2.8 Bcf of the capacity based on the bidding process and 
negotiated another 0.5 Bcf via a permanent release.   Table 3 below illustrates the change in 
volume due to the changes in contracted storage. 
 

Table 3 – CenterPoint Storage 

Storage Contract 
2016-17 Heating 

Season (Dkt) 

2017-18 Heating 
Season (Dkt) 

Year-Over-Year 
Change (Dkt) 

Year-Over-Year 
Change (%) 

Storage NGPL 210,986 210,986 - 0.00% 
Marketer 120,000 120,000 - 0.00% 
Storage NNG FDD - 57,094 57,094 100.00% 
Waterville 50,000 50,000 - 0.00% 
Total 380,986 438,080 57,094 14.99% 

 
The Company indicated that NNG storage capacity is rarely available and offered that the new 
capacity secured would have the following benefits:6 

• NNG storage provides operational dependability and flexibility as a quick source of load-
following gas supply when our customer’s demand changes rapidly.  

                                                      
6 Petition, Page 3. 
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• NNG storage can also be used for monthly balancing of gas transported, eliminating 
potential cash-out fees. 

• NNG storage reduces the amount of winter base load and daily swing gas that 
CenterPoint now purchases, creating gas cost reductions for customers. 

• NNG storage does not incur additional upstream pipeline transport fees to move the 
stored gas to the distribution systems (this cost would be approximately $2 million 
annually on the NGPL system). 

 
The Company’s addition of NNG storage capacity appears reasonable and will cover 31 percent 
of the design day (438,040 Dkt/ 1,403,000 Dkt).  The Department agrees that storage can be 
used as part of an integrated hedging plan to reduce baseload winter gas purchases and 
potentially lower the number of hedging instruments. 
 
As was done since the 2011 demand entitlement filings, CenterPoint zeroed out the Capacity 
Release and the Off-System Margin Sales credits. These items are adjusted on a monthly basis 
as credits become known. 
 

3. Design-Day Requirement 
 

a. CPE Analysis 
 
The design-day analysis employed by CenterPoint in this filing is similar to what was used by the 
Company in recent demand entitlement filings.  CenterPoint also employed a secondary 
regression analysis to account for the recent, and expected, migration of non-firm, dual fuel 
customers to firm service.   
 
CenterPoint’s traditional design-day analysis is based, in large part, on the work done in its 
supplemental filing in Docket No. G008/M-11-1078.  The Company’s design day analysis is 
based on Ordinary Least Squares (OLS) regression and daily heating season (November through 
March) data over the period from November 2011 to March 2017.  CPE used heating degree 
days (HDDs) and the squared value of HDDs (HDD2) to estimate daily firm use per customer 
(UPC).  CPE used the same estimation period and model specifications for its existing customer 
model and new firm customer models, with the exception of modeling the secondary 
regression on the combined “new” firm group’s consumption rather than on UPC, since the 
customer count was assumed to be static throughout the entire November 2011 to March 2017 
period.  The factor HDD2 is included in the regression equation to account for non-linear 
relationships that may exist between HDDs and UPC.  The inclusion of a squared HDD term is an 
appropriate method of accounting for non-linear relationships.   
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The Department reviewed CenterPoint’s design day regression models, and concluded that the 
signs on HDD and HDD2 are both positive and the scale of the coefficients appear to be 
reasonable. 
 
As noted above, the Company conducted two separate regression models, one for existing firm 
customers and a second for new firm customers and those expected to transition to firm sales 
service during the heating season.  The decision to use two regression models marks a 
departure from what the Company used in previous demand entitlement filings.  To the extent 
sufficient data exist, CenterPoint’s decision is reasonable and represents, in many respects, the 
most appropriate way to model design-day consumption.  It is possible that these recent and 
soon-to-be transitioning customers have usage characteristics that are different than those of 
existing firm customers; therefore, if the Company used a single regression model and applied 
after-the-fact adjustments based on current firm usage, it is possible that peak day 
consumption estimates would be inaccurate and, potentially, under estimated.  Since the 
results of the Company’s customer transition model are acceptable, the Department concludes 
the CenterPoint’s two-regression approach is reasonable at this time.  The Department will 
continue to monitor this approach in future demand entitlement filings.   
 
As noted earlier, the Company’s analysis is based on daily throughput and weather data over 
the period from November 2011 to March 2017.  CenterPoint’scombined analyses result in a 
design-day estimate of 1,291,975 Dkt/day;7 however, as explained in the CPE’s filing, the 
Company modified the analysis such that the ultimate design-day estimate was based on the 
upper bound of the regression output, which results in a calculated design day of 1,357,163 
Dkt/day,8 which is 29,163 Dkt/day greater than the design-day estimate in last year’s demand 
entitlement filing.9  The Company stated that it made this modification to ensure a bias toward 
reliability since this adjustment places the design-day estimate at the top end of expected 
design-day conditions based on the regressions.   
 
The peak-day process is complex and can be impacted by many different factors.  Although 
weather (HDDs) is the driving factor behind peak-day use, the ultimate result is also dependent 
upon the day of the week and when during a cold spell the event occurs, among other things.  
CenterPoint’s analysis only incorporates the impacts of weather and does not contemplate 
other factors including: day of the week, month, and heating season.  In other words, CPE’s 
analysis assumes that all days are equal.  The impact of these other factors is unclear.    

                                                      
7 1,274,000 Dkt/day+17,975 Dkt/day = 1,291,975 Dkt/day.  Exhibit B1. 
8 1,338,000 Dkt/Day + 19,163 Dkt/day.  Exhibit B1. 
9 In its Supplemental Filing, CenterPoint stated that its calculated design day increased from 1,357,163 Dkt/day to 
1,367,163.  CenterPoint Supplemental Filing Ex. B3, Page 2 of 2.  The Department contacted CenterPoint and the 
Company confirmed that the figure presented in the Supplemental Filing was incorrect.  There was no change in 
the calculated design day between the original and supplemental filings. 
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However, the Department conducted an alternative regression analysis to independently 
evaluate the impact of these other factors on CPE’s design-day regressions as discussed further 
below. 
 

b. Department’s Alternative Design-Day Analysis 
 
The Department conducted similar alternative analyses in recent CenterPoint demand 
entitlement filings to analyze the reasonableness of the Company’s design-day estimates.  The 
Department’s alternative analysis was based on the same time period as CenterPoint’s and 
included HDDs and HDD2 along with factors that account for month, day of the week, and 
heating season.  Including these additional factors was expected to provide additional 
explanatory precision to the analysis, if they are relevant, and isolate characteristics specific to 
each heating season day.  The Department conducted its regression analysis and obtained 
consistent results (e.g., positive signs on both HDD factors) that are similar to CPE’s 
(Department Attachment 2).  The Department identified the factors with the greatest impact, 
by type (i.e., month, day of the week, heating season), and then added these values to the 
impacts related to baseload and weather.10  This approach is conservative and should bias the 
calculation in the favor of system reliability.  Using this alternative approach, the additional 
regression factors decrease the projected design day by a small amount, from CenterPoint’s 
1,291,975 Dkt/day figure to approximately 1,280,980 Dkt/day11 as calculated using the 
Department’s model.  The Department’s results are within the confidence interval from the 
Company’s design-day analysis. 
 
For comparative purposes, the Department also calculated a design-day based on the upper 
bound of its regression result.  Using the upper bound, the Department’s estimated design day, 
approximately 1,407,778,220 Dkt/day,12 is greater than CenterPoint’s proposed total 
entitlement level of 1,357,163 Dkt/day.  Despite the Department’s higher estimate, this result is 
lower than the Company’s revised total capacity figure, inclusive of physical reserve, of 
1,409,596 Dkt/day, which suggests that CenterPoint will likely have sufficient capacity to serve 
firm customers on a peak day.  Although it appears that the Company has sufficient capacity to 
serve a peak day, the Department conducted additional analysis to further validate whether 
CenterPoint’s peak-day calculations are reasonable.  
                                                      
10 The Department notes that the factors with the greatest impact in its alternative analysis differ between the 
existing firm and transitioning firm customer models; as such, the design-day results are analogous to an estimate 
of non-coincident peak throughput.  Therefore, because the two model results are added together and are based 
on different input characteristics, the Department’s estimate likely has a bias toward over-estimating peak-day 
usage.     
11 1.4766 UPC *855,362 customers = 1,262,998 Dkt/day [existing customer model] + 17,982 Dkt/day [transitioning 
customer model] = 1,280,980 Dkt/day.  Department Attachment 2 and CenterPoint Exhibit B1. 
12 1.6209 UPC *855,362 customers = 1,386,510 Dkt/day [existing customer model] + 21,268 Dkt/day [transitioning 
customer model] = 1,407,220 Dkt/day.  Department Attachment 2 and CenterPoint Exhibit B1. 
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Using the regression coefficients from the Company’s design-day models (Exhibit B1 of the 
Company’s Petition), the Department determined that firm throughput would have been 
1,238,956 Dkt on last heating season’s peak day if the average temperature was 90 HDD.  This 
result is 26,044 Dkt, or 2.1 percent, lower than the regression-estimated design-day figure of 
1,265,000 Dkt calculated in last year’s demand entitlement filing.  In addition, this result is 
89,044 Dkt, or 7.19 percent, lower than the upper-bound estimate used by the Company to 
determine its total entitlement level in last year’s demand entitlement filing.  This analysis 
reinforces the Department’s conclusion that CenterPoint’s approach to calculating its design-
day is likely sufficient to ensure reliability.  
 
The Department also conducted an after-the-fact analysis using its alternative calculations 
discussed above and CenterPoint’s analysis.  This is similar to an analysis the Department 
conducted in previous demand entitlement filings.  The predicted sales for the 2016-2017 
heating season peak day using the Department’s alternative analysis suggests that the design-
day models may have a slight bias toward under-estimating sales (874,374 Dkt/day estimated 
sales compared to actual sales of 993,410 Dkt/day).  The predicted sales for the 2016-2017 
heating season peak day using CenterPoint’s analysis also suggests that the design-day models 
may have a slight bias toward under-estimating sales (916,570 Dkt/day estimated sales 
compared to actual sales of 993,410 Dkt/day).  These results may suggest that the design-day 
models have a bias toward under-estimating sales on a peak day; however, it is important to 
note that last heating season’s peak sendout occurred on a day much warmer (69.5 HDD) than 
the 90 HDD planning objective.13  As such, it is unclear if the model would also have a bias 
toward under-estimation for an all-time peak day. 
 
Based on its review of the Company’s results, the Department’s results, and the various areas 
of concern identified above, the Department concludes that CenterPoint’s design-day analysis 
and assumptions are acceptable and appropriate for determining peak-day consumption for the 
upcoming heating season.   Despite questions regarding whether the models have bias toward 
under-estimating firm sales on the coldest days, the Department’s alternative upper bound 
estimate suggests that CenterPoint has sufficient capacity to ensure firm reliability on a peak 
day.  Since CenterPoint and the Department used upper bound analyses, it is unlikely that firm 
reliability will be impaired on a peak day.   
 
The Department will continue to monitor CenterPoint’s method in future demand entitlement 
filings and recommends that the Commission accept the design-day level proposed by CPE in 
this proceeding.  However, as discussed further below, the Department does conclude that the 
Company’s proposed reserve margin likely represents the lowest figure that can ensure firm 
reliability on a peak day.  
                                                      
13 The peak sendout during the 2016-2017 heating season occurred on January 5, 2017 for both existing and new 
firm customers. 
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In oral discussion regarding CenterPoint’s last demand entitlement filing, the Commission 
expressed concern with how natural gas utilities determine the appropriate reserve margin 
percentage.  Specifically, the Commission noted that electric utilities have a standard planning 
reserve margin and inquired as to whether a standardized reserve margin, or reserve margin 
calculation, may be appropriate for Minnesota natural gas utilities.  The Department further 
discusses this below in reserve margin section. 
 

4. Reserve Margin 
 
As shown below and in Department Attachment 3, CPE’s proposed reserve margin is 0.47 
percent: 
 

Table 4 – CenterPoint Reserve Margin 
Total Entitlement 

(Dkt) 
Design-Day 

Estimate (Dkt)14 
Difference 

(Dkt) 
Reserve Margin (%) Percentage Point 

Change From Prior 
Year 

1,409,596 1,403,000  6,596  0.47% (0.37)% 
Total Entitlement 

(Dkt) 
Design-Day 

Estimate without 
physical reserve 

(Dkt) 

Difference 
(Dkt) 

Reserve 
Margin (%) 

Percentage 
Point Change 
From Prior Year 

1,409,596 1,357,163 52,433 3.86% 3.02% 
 
Both the total entitlement and design-day estimate increased when compared to the prior year.  
The entitlement increased 4,874 Dkt less than the design-day resulting in a 0.37 percentage 
point decrease in reserve margin when compared to the prior year.  The Department notes that 
a 0.47 percent reserve margin is lower than the desired amount of reserve typically approved 
by the Commission.   
 
It is worth noting that the Company modified the analysis such that the ultimate design-day 
estimate was based on the upper bound of the regression output.  The Company stated that it 
made this modification to ensure a bias toward reliability since this adjustment places the 
design-day estimate at the top end of expected design-day conditions based on the regression.  
As discussed above, the Department has concluded that this approach is reasonable, and that 
CenterPoint likely has sufficient capacity to serve needs on an all-time peak day even with the 
seemingly low reserve margin.   
  

                                                      
14 “Design-Day Estimate” includes CenterPoint’s calculated design day of 1,367,000 Dkt and the physical reserve of 
36,000 as shown in Petition at pg. 4.  If the physical reserve is removed, which essentially means the CenterPoint 
could use physical reserve to meet firm requirements, the Company’s reserve margin is approximately 3.02%. 
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The Department also notes that, in contrast to the electric utility industry, natural gas reserve 
margins are utility-specific rather than regionally specific, as more fully discussed in 
Department Attachment 5.  However, given Minnesota’s efforts to expand natural gas use in 
under- and unserved areas, and the increasing use of natural gas for electricity generation, 
there is a growing need to more closely examine reserve margins and to integrate natural gas 
supply planning with electric resource planning.  In light of this recognition, the Department has 
issued information requests (see Department Attachment 6) and has followed-up with the 
utilities to ask for updated information.  The Department will review those responses, in 
addition to information provided in the annual service quality and annual automatic adjustment 
reports, to ascertain, among other things, the number and timing of interruptions 
(curtailments) that may be occurring, and the causes of those curtailments, as a first step in 
assessing whether the demand entitlements procured, including reserve margins in place at 
those times, were sufficient or justified, and to continue monitoring the growing inter-
relationship between the natural gas and electric industries. 
 
B. THE COMPANY’S PGA COST RECOVERY PROPOSAL 
 
The demand entitlement amount listed in Department Attachment 1 represents the demand 
entitlements for which the Company’s firm customers will be paying beginning November 1, 
2017.  In its Petition, CenterPoint compared its October 2017 PGA rates to its proposed 
November 2017 PGA which resulted in a decrease of demand costs by $0.0025 per Dkt for the 
Residential class.  As shown in Department Attachment 4, the Department also prepared this 
analysis and found the same result.  CenterPoint’s proposed changes would result in the 
following annual rate impacts: 
 

• Annual demand cost decrease of $0.25, or approximately 0.31 percent, for the 
average Residential customer consuming 100 Dkt annually; 

• Annual demand cost decrease of $0.20, or approximately 0.31 percent, for the 
average Commercial/Industrial Firm - A customer consuming 80 Dkt annually; 

• Annual demand cost decrease of $7.15, or approximately 0.31 percent, for the 
average Commercial/Industrial Firm - B customer consuming 2,860 Dkt annually; and 

• Annual demand cost decrease of $35.75, or approximately 0.31 percent, for the 
average Commercial/Industrial Firm - C customer consuming 14,300 Dkt annually. 

 
The decrease in demand costs is driven by the change in the winter discount rate for multiple 
NNG contracts.  In the 2016-2017 heating season, the per-unit winter rate increased to $9.013, 
mostly to fund the costs for construction to create additional entitlements.  With the 
construction completed, the rate went back to $7.783 on November 1, 2017.  Without the 
adjustment to the NNG winter contracts, demand cost on a per-unit basis would have increased  
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because of the purchase of new pipeline and storage capacity discussed above in the 
entitlement section. 
 
It is important to note that the total cost of gas increased for the November 2017 as compared 
to October 2017.  This was driven by the commodity cost of gas difference between the two 
months.  CenterPoint has a hedging strategy, but increases such as this one are driven by 
market forces and cannot be completely mitigated by the Company. 
 
Based on its analysis, the Department recommends that the Commission approve the proposed 
demand costs with an effective date of November 1, 2017. 
 
 
III. THE DEPARTMENT’S RECOMMENDATIONS 
 
The Department recommends that the Commission: 
 

• approve CenterPoint’s proposed level of demand entitlement and proposed 
recovery of associated demand costs effective November 1, 2017; and 

• accept the design-day level proposed by CPE. 
 
 
/ja 
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