e ce"terPOi"t® 505 Nicollet Mall
Ene'yy P.O. Box 59038

Minneapolis, MN 55459-0038

— VIA ELECTRONICFILING -
September 8, 2020

Mr. Will Seuffert

Executive Secretary

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

St. Paul, MN 55101

Re:  Annual Incentive Compensation Compliance Filing
Reply Letter - Docket No. G-008/GR-17-285

Dear Mr. Seuffert:

CenterPoint Energy Resources Corp., d/b/a CenterPoint Energy Minnesota Gas (the
“Company”), hereby respectfully submits its reply to the Letter of the Minnesota Department
of Commerce (“Department”), filed on August 25, 2020 in the above-captioned docket.

The Company continues to request the Commission accept the Company’s Short Term
Incentive (“STI”) Compensation Compliance filing as revised by its filing on April 28, 2020
(*2019 STI Filing”).

In the alternative, if the Commission determines that the separate treatment of corporate
allocations and Minnesota operations is warranted, however, the Company requests that the
Commission require a refund of only $52,994 for the reasons set forth below.

The Company has concerns with the Department’'s recommendation to require a refund in this
case. The Company made its filing in compliance with the methodology set forth in the
Company’s response to Department Information Request No. 1104 (the “1104 Response”).
This methodology was approved by the Department and by the Commission in its September 8,
2018 Order in this docket. In fact, the Commission’s Order attached a copy of the 1104
Response, making it clear that this was the approved methodology?. There is no question that
the Company’s calculation in the 1104 Response included the “Total Company Results” factor,
because both attachments to the 1104 Response state that the capped amount is based on
“STI at 131% achieved.”

As noted previously, the Department’s recommendation in this docket marks a change of
course with respect to its interpretation of the Commission’s compliance filing and refund

1 See Attachments A
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requirement, even though the language set forth in the 2015 Rate Case Order in Docket No.
GO008/GR-15-424 did not change between the 2018 and 2019 filings.

Accordingly, the Commission could agree with the Department that a different methodology
should be used than that employed by the Company in prior filings. Or the Commission could
allow the Company to continue to apply the “Total Results Factor” as it has in the past and
require only the smaller $52,994 refund amount, or no refund as described in the Company’s
compliance filing.

In any case, the Company appreciates the Department’s thoughtful and thorough review of the
compliance filing in this matter, as well as the Commission’s clarification of this important issue.

Please contact me at 612-321-4403 or Kristen.Ruud@centerpointenergy.com with questions.

Sincerely,

/s/ Kristen Ruud
Kristen Ruud
Analyst, Rates and Regulatory

Enclosures
ccC: Service List — Docket No. G-008/GR-17-285
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BEFORE THE MINNESOTA PUBLIC UTILITIES COMMISSION

Katie J. Sieben Chair
Dan Lipschultz Commissioner
Valerie Means Commissioner
Matthew Schuerger Commissioner
John A. Tuma Commissioner
Kristen Ruud SERVICE DATE: September 4, 2019
Regulatory Analyst
CenterPoint Energy DOCKET NO. G-008/GR-17-285
505 Nicollet Mall

P.O. Box 59038
Minneapolis, MN 55459-0038

In the Matter of the Application by CenterPoint Energy for Authority to Increase Natural Gas
Rates in Minnesota

The above entitled matter has been considered by the Commission and the following disposition
made:

1. Accepted CenterPoint Energy’s annual incentive compensation compliance report
for the year 2018 as being compliant with the Commission’s Order, when modified
to include CenterPoint Energy’s response to Department Information Request No.
1104 (included to the Department’s Comments as Attachment A).

This decision is issued by the Commission’s consent calendar subcommittee, under a
delegation of authority granted under Minn. Stat. § 216A.03, subd. 8 (a). Unless a party, a
participant, or a Commissioner files an objection to this decision within ten days of
receiving it, it will become the Order of the full Commission under Minn. Stat. § 216A.03,
subd. 8 (b).

The Commission agrees with and adopts the recommendations of the Department of Commerce,
which are attached and hereby incorporated into the Order. This Order shall become effective
immediately.

BY ORDER OF THE COMMISSION

Daniel P. Wolf
Executive Secretary

To request this document in another format such as large print or audio, call 651.296.0406
(voice). Persons with a hearing or speech impairment may call using their preferred
Telecommunications Relay Service or email consumer.puc@state.mn.us for assistance.
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June 13, 2019

Daniel P. Wolf

Executive Secretary

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

St. Paul, MN 55101

RE: CenterPoint Energy Annual Incentive Compensation Compliance Filing Pursuant to Minnesota
Public Utilities Commission Order
Docket No. GO08/GR-17-285

Dear Mr. Wolf:

On April 15, 2019, CenterPoint Energy Resources Corp., d/b/a CenterPoint Energy Minnesota Gas
(CenterPoint Energy) filed its annual incentive compensation compliance report for the year 2018
(Report) in compliance with the following Minnesota Public Utilities Commission (Commission) orders:
Findings of Fact, Conclusions of Law and Order dated June 3, 2016 in Docket No. GO08/GR-15-424
(2016 Order); and Order Accepting and Adopting Agreement Setting Rates dated July 20, 2018 in
Docket No. GO08/GR-17-285 accepting the Offer of Settlement dated March 7, 2018.1

The Minnesota Department of Commerce, Division of Energy Resources (Department) in its review of
the Report for the period January 1, 2018 through December 31, 2018, notes that CenterPoint Energy
did address the following points from the 2016 Order at ordering paragraph 14:

CenterPoint Energy shall continue filing an annual report on incentive compensation
within 30 days after incentive compensation is normally scheduled for payout. The
report must include:

a. adescription of the incentive compensation plan;

b. the accounting of amounts of unpaid incentive compensation built into rates to be
returned to ratepayers;

c. an evaluation of the incentive compensation plan’s success in meeting its stated
goals, including the payout ratio:

d. a proposal for refund, if applicable;

e. identification of each performance indicator and its associated scorecard
information, such as the measure, the goal for various attainment levels (threshold,

L In the Matter of the Application of CenterPoint Energy Resources Corp., d/b/a CenterPoint Energy Minnesota Gas for the
Authority to Increase Rates for Natural Gas Utility Service in Minnesota, Docket No. GO08/GR-17-285, Rebuttal Testimony of
Randolph H. Sutton, page 7:3-10 (CenterPoint Energy, Feb. 5, 2018).

85 7th Place East - Suite 280 - Saint Paul, MN 55101 | P: 651-539-1500 | F: 651-539-1547
mn.gov/commerce
An equal opportunity employer
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target, maximum), its funding weight and the actual result achieved; and to report
the overall plan payout percentage attained relative to the target goal of 100%; and

f. aseparate reporting of the regulated portion of the Service Company incentive plan
amount actually paid as compared to the amount included in base rates.

The Department noted that CenterPoint Energy provided an adequate response to ordering paragraph
14, parts a, ¢, and e in the corresponding sections A, C and E of the Report.

In Section B of the Report, Table 2 on Page 5 is a comparison of the Short-Term Incentive (STI)
compensation amounts included in base rates and the actual amounts incurred in 2018 and paid in

2019.

TABLE 2 from Page 5 of the REPORT

Included in 2018 Actual Incurred
Base Rates (Paid in 2019)
1 Minnesota Utility Operations $1,897,774.00 $2,318,655.24
-$96,047.00
$1,801,727.00
2. Service Company $1,485,511.00 $1,492,231.33
-5438,470.00

$1,047,041.00

3 Total $2,848,768.00’ $3,810,886.57

’The Company’s test-year projected Minnesota utility STI was $1,897,774, reduced by a
$96,047 adjustment recommended by the Department of Commerce. Corporate-
allocated STI was $1,485,511, adjusted downward by $438,470. See 2017 Rate Case,
Direct Testimony and Attachments of Dale V. Lusti (Minnesota Department of
Commerce Department of Energy Resources), January 8, 2018

The Department believes that CenterPoint Energy may have used the wrong comparison to determine
that no refund was due for incentive compensation paid during the year 2018. The Department notes
that the Commission, in its August 13, 2018 Order Requiring Incentive Compensation Refund in Docket
Number E,G002/M-17-429, agreed with the Department that:?

2 Docket No. E,G002/M-17-429, Order Requiring Incentive Compensation Refund, at 3.
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... the proper comparison for calculating whether a refund is due is
between the test-year amount used to set base rates and the amount
actually paid out that is eligible for recovery from ratepayers—i.e.,
excluding incentive pay beyond 15% of an individual’s base pay.

To ascertain the amount of incentive compensation CenterPoint Energy paid during the year 2018 that
was eligible for recovery from ratepayers, the Department issued Information Request No. 1104 to
CenterPoint Energy. The information request asked CenterPoint Energy to calculate the 2018 amount
of STl compensation that was paid and eligible for recovery from ratepayers, based on the exclusion of
STl compensation beyond 15 percent of an individual’s base pay, consistent with the Commission’s
Order in Docket No. GO08/GR-17-285.

In its May 6, 2019 response to Department Information Request No. 1104,3 CenterPoint calculated the
amount actually paid out that is eligible for recovery from ratepayers to be:

e $2,112,297 from MN Utility Operations; and
e 51,214,262 from the Service Company.

The Department reviewed CenterPoint Energy’s response to Department Information Request No.
1104 and agrees that the recoverable amount of incentive compensation paid to Minnesota Utility
Operations employees in 2018 is $2,112,297 based on a 15% cap on individual employee base
compensation. Since the recoverable amount of incentive compensation paid to Minnesota Utility
operations employees in 2018 is $2,112,297, and exceeds the $1,801,727 amount of incentive
compensation recovered by CenterPoint Energy through base rates in 2018, the Department concludes
that CenterPoint energy does not owe a refund to its ratepayers for incentive compensation collected
in 2018 related to Minnesota Utility Operations employees.

The Department reviewed CenterPoint Energy’s response to Department Information Request No.
1104 and agrees that the recoverable amount of incentive compensation paid to Service Company
employees in 2018 is $1,214,262 based on a 15% cap on individual employee base compensation.
Since the recoverable amount of incentive compensation paid to Service Company employees in 2018
is $1,214,262, and exceeds the $1,047,041 amount of incentive compensation recovered by
CenterPoint Energy through base rates in 2018, the Department concludes that CenterPoint Energy
does not owe a refund to its ratepayers for incentive compensation collected in 2018 related to Service
Company employees.

3 Attached to these Comments as Attachment A, is CenterPoint Energy’s May 6, 2019 Response to Department Information
Request 1004.
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In conclusion, the Department recommends that the Commission accept CenterPoint Energy’s annual
incentive compensation compliance report for the year 2018 as being compliant with the Commission’s
Order, when modified to include CenterPoint Energy’s response to Department Information Request
No. 1104 (included to these Comments as Attachment A).

The Department is available to answer any questions the Commission may have.
Sincerely,

/s/ DALE V. LUSTI

Financial Analyst

DVL/ja
Attachment



Attachment A

State of Minnesota
Minnesota Department of Commerce
Utility Information Request
Docket Number: G-008/GR-17-285 Date of Request: 4/19/2019
Requested From: CenterPoint Energy Minnesota Gas Response Due: 5/1/2019

Analyst Requesting Information: Dale Lusti
Type of Inquiry: Financial

If you feel your responses are trade secret or privileged, please indicate this on your
response.

Request No.
DOC 1104 | Topic: Short-Term Incentive Compensation (STI)

Reference(s): April 15, 2019 Compliance Filing, Page 5, Table 2 and
Footnote 7; CPE Response to DOC Information Request No. 136 in Docket
No. G008/GR-17-285 (17-285 docket); Dale V. Lusti Direct Testimony at
DOC Ex.  DVL-10 in the 17-285 docket; CPE Response to DOC
Request No. 136 in the 17-285 docket

The Department notes from Table 2 of the April 15,2019 Compliance Filing
that the Commission approved amount of STI from Minnesota Utility
Operations included in base rates of $1,081,727, was the result of applying
the Department recommended ($96,047) adjustment to the CPE test-year
proposal of $1,897,774. The resulting $1,801,727 Commission approved
STI is the result of capping individual employees STI at 15 percent of base
compensation.

The Department notes from Table 2 of the April 15, 2019 Compliance Filing
that the Commission approved amount of STI for the Service Company
included in base rates of $1,047,041, was the result of applying the
Department recommended ($438,470) adjustment to the CPE test-year
proposal of $1,485,511. The resulting $1,047,041 Commission approved
STI is the result of capping individual employee’s STI at 15 percent of base
compensation.

A. Using the methodology utilized by CPE in its Response to DOC
Information Request No. 136, and applying it to CPE’s 2018 actual base
compensation paid to employees of the Minnesota Utility Operation,
please calculate the amount of STI recoverable in 2018 from ratepayers,
based on the exclusion of incentive compensation beyond 15 percent of

Response By: Michelle Townsend

Title: Manager Business Svcs Plng & Perf Mgmt

Department: CNP Business Svcs Planning & Perf Mgmt Page 1 of 2
Telephone: 713-207-3113

Page 1 of 4
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an individual’s base pay.

B. Using the methodology utilized by CPE in its Response to DOC
Information Request No. 136, and applying it to CPE’s 2018 actual base
compensation paid to employees of the Service Company, please
calculate the amount of STI recoverable in 2018 from ratepayers, based
on the exclusion of incentive compensation beyond 15 percent of an
individual’s base pay.

Response:

See attached.

Response By: Michelle Townsend

Title: Manager Business Sves Plng & Perf Mgmt

Department: CNP Business Sves Planning & Perf Mgmt Page 2 of 2
Telephone: 713-207-3113
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CERTIFICATE OF SERVICE

Kristen Ruud served the above Reply Letter of CenterPoint Energy to all persons at the
addresses indicated on the attached list by having the document delivered by electronic
filing.

Is/
Kristen Ruud
Rates and Regulatory Analyst
CenterPoint Energy
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Office of Pipeline Safety

Minnesota Department of
Public Safety

445 Minnesota Street
147

St. Paul,

MN

55101-1547

Electronic Service

uite

No
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Scott

Zemke

szemke@capsh.org

Community Action
Partnership

of Suburban Hennepin
8800 Highway 7, Ste. 4
St. Louis Park,
MN
55426

Electronic Service
01

No

OFF_SL_17-285_Official






