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CenterPoint
¢ Energy

Notice of Annual Meeting of Shareholders

Dear Shareholder:

You are cordially invited to attend the 2007 anmaakting of shareholders of CenterPoint Energy, Thés is your
notice for the meeting.

TIME AND DATE 9:00 a.m. Central Time on Thursday, May 24, 2
PLACE The auditorium at 1111 Louisiana, Houston, Te
ITEMS OF BUSINESS » elect one Class | Director for a t-year term

» elect three Class Il Directors for th-year terms

» ratify the appointment of Deloitte & Touch&R. as our independent auditors
for 2007;

» consider one shareholder proposal, if presentdteaneeting; an

» conduct other business if properly rais

RECORD DATE Shareholders of record at the close of busineddamah 26, 2007 are entitled to
vote.
PROXY VOTING Each share entitles the holder to one vote. You vaotg either by attending the

meeting or by proxy. For specific voting informatjplease see “Voting
Information” beginning on page 1 of the Proxy Stag¢at that followsEven if
you plan to attend the meeting, please sign, dat@éreturn the enclosed
proxy card or submit your proxy using the Internet or telephone procedures
described on the proxy card

Sincerely,

S

Scott E. Rozzell
Executive Vice President,
General Counsel and
Corporate Secretary

Dated and first mailed
to shareholders
on April 20, 2007
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CENTERPOINT ENERGY, INC.

1111 Louisiana
Houston, Texas 77002
(713) 207-1111

For deliveriesby U.S. Postal Service:

Voting Information

Who may vote?

How do | vote*

What if I change my mind
after | have voted?

Do | need a ticket to attend the meetit

What constitutes a quorum?

P.O. Box 4567

Houston, Texas 77210-4567

PROXY STATEMENT

Shareholders recorded in our stock register on Ma6é; 2007 may
vote at the meeting. As of that date, there wefs482,074 shares of
our common stock outstanding. Each share of comrstank has one
vote.

Your vote is important. You may vote in personhe ineeting or by
proxy. We recommend you vote by proxy even if yango attend
the meeting. You may always change your vote atrteeting if you
are a holder of record or have a proxy from themdolder. Giving
us your proxy means that you authorize us to vote ghares at the
meeting in the manner you indicated on your preaaglcYou may
also provide your proxy using the Internet or tblape procedures
described on the proxy card. You may vote forsgime, or none of
our director candidates. You may also vote forgaiast the other
proposals or abstain from votir

If you give us your proxy but do not specify howtate, we will vote
your shares in favor of the director candidate$auor of the
ratification of independent auditors and againstghareholder
proposal, if presented. If any other matters prypsyme before the
annual meeting, we will vote the shares in accordamith our best
judgment and discretion, unless you mark the piargd to withholc
that authority

You may revoke your proxy before it is voted by sitting a new
proxy card with a later date, by voting in persotha meeting, or by
giving written notice to Mr. Scott E. Rozzell, Corpte Secretary, at
CenterPoint Ener¢'s address shown aboy

If you plan to attend the meeting and your sharesald by banks,
brokers, stock plans or other holders of recordgireet name”), you
will need proof of ownership to be admitted to theeting. A recent
brokerage statement or letter from your brokeraokare examples
of proof of ownership

In order to carry on the business of the meetirgnwist have a
guorum. This means at least a majority of the shafeommon stoc
outstanding as of the record date must be repredatthe meeting,
either by proxy or in person. Shares of commonkstwened by
CenterPoint Energy are not voted and do not caurthfs purpose
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What vote is required to approve each of Under Texas law, unless a corporation’s articlesodrporation or

the proposals?

Information About Directors

bylaws otherwise provide, directors are electea Ipjurality of the
votes cast. For CenterPoint Energy, this meanstieatandidates
who receive the most votes are elected to filldpen seats.
Ratification of the appointment of independent tardirequires the
favorable vote of a majority of the shares of commtock voted for
or against the matter. Abstentions and broker nmas/count for
qguorum purposes, but they do not affect the outcohtiee vote on
the ratification of the appointment of independaumditors. Approval
of any shareholder proposal presented at the ngeequires the
favorable vote of a majority of the shares of comratock
represented at the meeting. Abstentions and brukewotes have th
same effect as a vote against any shareholder gabpobmitted.
Broker non-votes occur when a broker returns ayphai does not
have authority to vote on a particular propo

Our Board of Directors is divided into three clashaving staggered
terms of three years each. The term of office efdhectors in

Class Il expires at this year's meeting. The teofnaffice of the
Class Il and Class | directors will expire in 2088d 2009,
respectively. At each annual meeting of sharehs|d#irectors are
elected to succeed the Class of directors whogeltas expirec

If any nominee becomes unavailable for electiomyy®oard of
Directors can name a substitute nominee, and paxikbe voted
for the substitute nominee pursuant to discretipaathority, unless
withheld.

Unless otherwise indicated or the context otherngsgiires, when w
refer to periods prior to September 1, 2002, Cé&diert Energy
should be understood to mean or include the pabiiapanies that
were its predecessol

Information about each of the nominees and theirwoaing directors
is set forth below. Under our bylaws, a directorstratep down from
the Board at the annual meeting following the degt@r she reaches
age 70, unless the Board determines that the menalsespecial skil
experience or distinction having value to CentenPBnergy and not
readily available or transferable. In February 206 Board made
such a determination as to Michael E. Shannon whees as
Chairman of our Audit Committee and a member offénance
Committee. Mr. Shannon, currently a Class Il divegthose term
expires this year, has agreed to stand for reieteas a Class |
director for a two year term expiring in 2009. Aet2007 annual
meeting, current Class Il director John T. Catar,longest serving
director and Chairman of our Compensation Commitietires from
our Board. Mr. Cater has served on our Board aatiadhour
predecessor company for 23 years. In order to meealy allocate
the numbers of directors in the several classesecuClass Ill
director Peter S. Wareing has agreed to resignGlass 11l director
as of the date of the 2007 annual meeting and $tarrd-election as
a Class Il director for a term expiring in 20:
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Nominee for Class | Direct—
Term Expiring 2009

Nominees for Class Il Directc—
Term Expiring 2010

Continuing Class Il Directors—
Term Expiring 2008

Michael E. Shannon, age 70, has been a director since 2003. He has
been President of MEShannon & Associates, Incrivate firm
specializing in corporate financial advisory seeg@nd investments,
since 2000. He served as Chairman of the BoardCaief Financial

and Administrative Officer of Ecolab, Inc. (a spdti chemical
company) from 1996 until his retirement in Janu2®90. Prior to

that, he held senior management positions withdxdhc., Republi
Steel Corporation and Gulf Oil Corp. Mr. Shannoa @irector of
Apogee Enterprises, Inc., The Clorox Company, aA€C~NO

Industries, Inc

Donald R. Campbell, age 66, has been a director since 2005.
Mr. Campbell is primarily engaged in managing hésspnal
investments in Houston, Texas. Prior to his reteatin September
2000, he was the Chief Financial Officer of Sandaosris Harris
Group, Inc., a NASDAQ-listed regional investmenbkiag firm. He
served on the board of directors of Sanders Métaigis until May
2004. He previously served as Vice Chairman obiberd of
directors and Chief Financial Officer of Pinnaclli@l Group.

Mr. Campbell also previously served as a direcfdrexas Genco
Holdings, Inc. and as the chairman of its audit ogttee, from Marc
2003 until December 200

Milton Carroll , age 56, has been a director since 1992 and Céa
since September 2002. Mr. Carroll is Chairman anchder of
Instrument Products, Inc., an oil-tool manufactgraompany in
Houston, Texas. He also serves as Chairman of rteat Service
Corporation and a director of EGL, Inc. and Halfiom Company

Peter S. Wareing, age 55, has been a director since 2005.

Mr. Wareing is a co-founder and partner of the gtevequity firm
Wareing, Athon & Company and is involved in a viyief
businesses. He is the Chairman of the Board of Godfst Pre-Stress,
Ltd. in Pass Christian, Mississippi and ChairmathefBoard of
Union Ice Company, Ltd., in Los Angeles, Califorrtie is also the
Vice Chairman of the Board of Nordic Cold StorageC, in Atlanta,
Georgia as well as an officer and director of salvether privately
owned family entities. He also currently servegt@Houston
Region Advisory Board of JPMorgan Chase Bank aradtisistee of
Texas Childre’s Hospital in Houstor

O. Holcombe Crosswell age 66, has been a director since 1997 and
was a director of NorAm Energy Corp. and the predsor of a

division of that company from 1986 until we acqditeat company

in 1997. Mr. Crosswell is President of Griggs Cogtion, a real

estate and investment company in Houston, Te

Janiece M. Longoria, age 54, has been a director since 2005.
Ms. Longoria is a partner in the law firm of Ogd@&ibson,
Broocks & Longoria, L.L.P. in Houston, Texas and ha
concentration of experience in commercial and stesirelated
litigation
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Continuing Class | Directors—
Term Expiring 2009

and regulatory matters. She has served as a comnnas®f the Port
of Houston Authority since 2002 and previously seras the
treasurer and a director of the Houston Conver@ienter Hotel
Corporation from 1999 to 200

Thomas F. Madison, age 71, has been a director since 2003. He has
served as President and Chief Executive OfficéMbM Partners, a
small business consulting and investments compaMinneapolis,
since 1993. He previously served as President ofMdSt
Communications-Markets until December 1992. Herlsggved as
Vice Chairman of Minnesota Mutual Life Insurancen@any until
September 1994, Chairman of Communication Holdihgs,until
March 1999, and as an advisory director of oneunfratural gas
distribution units. He is currently a director oélvhont Industries,
Inc., Delaware Group of Funds, Digital River, Inrend Rimage
Corporation,

Derrill Cody , age 68, has been a director since 2003. Mr. @dy
presently of counsel to the law firm of Tomlinson®XConnell in
Oklahoma City, Oklahoma since December 2005. Roidinat, he we
of counsel to the law firm of McKinney & Stringd?,C. in Oklahom.
City, Oklahoma from 1990. Mr. Cody also serves dgector of DCI
Midstream GP, LLC, the general partner of DCP Migstn Partners,
LP. He previously served as Executive Vice Pregidéiexas
Eastern Corporation and as Chief Executive OffafeFexas Eastern
Gas Pipeline Company from 1987 to 19

David M. McClanahan , age 57, has served as a director and as
President and Chief Executive Officer of CenterP&imergy since
2002. He served as Vice Chairman of our predecessopany from
October 2000 to September 2002 and as Presiderg laipdl
Operating Officer of its Delivery Group from 1999 $eptember
2002. Previously, he served as President and Cipefating Officer
of our predecessor company’s HL&P division from 798 1999. He
has served in various executive officer capacitiils us since 1986.
He currently serves on the boards of the EdisontEtelnstitute and
the American Gas Associatic

Robert T. O’Connell , age 68, has been a director since 2004.
Mr. O’Connell is a business consultant focusing on fir@nstrategi
and business development matters. He has beeaciadiof
Gulfmark Offshore, Inc. since 2006. Residing in Bos
Massachusetts, he has been a board member of Conaalbim
Corporation and a member of the Boston Finance Cesiom, two
Massachusetts public service entities, since 2Bi8n 1997 to 2003,
he served as a director of RWD Technologies, Ind.as its Senior
Vice President of Strategic Business Planning fiargust 1997 to
July 2000 and its Chief Financial Officer and Senl@e President ¢
Strategic Business Planning from August 2000 te R001.

Mr. O’Connell served as Senior Vice President ahteCStaff
Officer of EMC Corporation from 1995 to 1997. Bemel965 and
1994, Mr. O’Connell held several positions in Gehdlotors
Corporation, including Chief Financial Officer okGeral Motors
Corporation from 1988 to 1992 and Chairman and
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Board Organization and Committees;
Other Governance Provisions

Executive Officer of General Motors Acceptance @ogpion from
1992 to 1994

Your Board of Directors oversees the managemettteobusiness al
affairs of our company. The Board appoints comrmagte help carry
out its duties. Last year, the Board met 12 tinmesthe committees
met a total of 27 times. Each director attendedentioan 75% of the
meetings of the Board of Directors and the commétten which he «
she served. Mr. McClanahan does not serve on amynitbees. The
following table sets forth the committees of theaBband their
members as of the date of this proxy statememigdisas the number
of meetings each committee held during 2(

Audit Compensation | Finance |Governance

Director Committee Committee Committee | Committee
Donald R. Campbe . .
Milton Carroll . +
John T. Cate + .
Derrill Cody . .
O. Holcombe Crosswe . .
Janiece M. Longori . .
Thomas F. Madiso . .
Robert T. C Connell . +
Michael E. Shanno + .
Peter S. Warein . .
Number of Meetings Held in 20( 7 10 5 5

(+) Denotes Chait

Audit Committet

Compensation Committee

The primary responsibilities of the Audit Commitia® to assist the
Board in fulfilling its oversight responsibility fahe integrity of our
financial statements, the qualifications, indepemwgeand
performance of our independent auditors, the perdorce of our
internal audit function, compliance with legal aedulatory
requirements and our systems of disclosure cordrdsinternal
controls. The Audit Committee has sole respongybith appoint and,
where appropriate, replace our independent audiiisto approve
all audit engagement fees and terms. The Audit Cittee's report is
on page 45

The Board of Directors has determined that Mr. Slbaris an audit
committee financial expert within the meaning of tiegulations of
the Securities and Exchange Commiss

The primary responsibilities of the Compensatiom@uottee are to
oversee compensation for our senior officers, idiclg salary an
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Finance Committe

Governance Committee

Director Independenc

short term and long term incentive awards, adn@nisicentive
compensation plans, evaluate Chief Executive Offiegformance
and review management succession planning andajeveht. For
information concerning policies and procedurestirgdgto the
consideration and determination of executive corepgon, including
the role of the Compensation Committee, see “Corsgionm
Discussion and Analysis” beginning on page 17 amdHe report of
the Compensation Committee concerning the Compensat
Discussion and Analysis, see “Report of the Comatos
Committe” on page 44

The primary responsibilities of the Finance Comesitare to assist
the Board in fulfilling its oversight responsibjlitvith respect to the
financial affairs of CenterPoint Energy and itssdtaries. The
Finance Committee reviews our financial objectiaed policies,
financing strategy and requirements, capital stmagtand liquidity
and related financial risk. The Finance Committse aeviews and
makes recommendations to the Board regarding eidetid policy
and actions, approves specific debt and equityriofijs and other
capital transactions within limits set by the Bqaadd reviews the
capital structure, financing plans and credit exjpes of our major
subsidiaries

The primary responsibilities of the Governance Catte® include:
identifying, evaluating and recommending, for tpprval of the
entire Board of Directors, potential nominees fiecton to the
Board; recommending membership on standing comesitbé the
Board; overseeing annual evaluations of the Boaddraanagement;
reviewing and recommending fee levels and otheneies of
compensation for non-employee directors; and astdby,
periodically reviewing and recommending to the Bboany changes
to our Corporate Governance Guidelines. For infélanaconcerning
policies and procedures relating to the considemaind
determination of compensation of our directorsludimng the role of
the Governance Committee, see “Compensation otirg”’
beginning on page !

The Board of Directors has determined that Me&asapbell,
Carroll, Cater, Cody, Crosswell, Madison, O’Conn8thannon and
Wareing and Ms. Longoria are independent withinrtteaning of the
listing standards for general independence of tbe Mork Stock
Exchange. Under the listing standards, a majofityuo directors
must be independent, and the Audit, CompensatidrGaovernance
Committees are each required to be composed suflatglependent
directors. The standards for audit committee mestbgrinclude
additional requirements under rules of the Seagiéind Exchange
Commission. The Board has determined that all @fitlembers of
these three committees meet the applicable indepeed
requirements. The listing standards relating toegalnindependence
consist of both a requirement for a board detertiinahat the
director has no material relationship with thedéstompany and a
listing of several specific relationships that puele independence.
assist it in making determinations of independettoeBoard has
adopted categorical standards
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Director Nomination Proces

permitted under the listing standards. AlthoughBlard considers
all relevant facts and circumstances in assessirgher a director is
independent, relationships falling within the catecal standards are
not required to be disclosed or separately disclissthe proxy
statement in connection with the Board’s independen
determinations

The categorical standards cover two types of miatiips. The first
type involves relationships of the kind addresseelither

» the rules of the Securities and Exchabgmmission
requiring proxy statement disclosure of relatiopshand
transactions @

* the New York Stock Exchange listing stards
specifying relationships that preclude a deternnbmadf
independence

For those relationships, the categorical standarelsnet if the
relationship neither requires disclosure nor préefua determination
of independence under either set of ru

The second type of relationship is one involvingritable
contributions by CenterPoint Energy to an orgaioreih which a
director is an executive officer. In that situatitime categorical
standards are met if the contributions do not ext¢ke greater of

$1 million or 2% of CenterPoint Energy’s gross mewe in any of the
last three year:

In connection with its determination as to the peledence of

Mr. Carroll, the Board has considered that Mr. Glneceives
additional director compensation for serving as-agecutive
Chairman of the Board. This position involves astabtial
commitment of time over and above regular servica Board
member and member of committees of the Board. Tdeedalso
considered a relationship in which a company onsghmard

Mr. Carroll serves as a hon-employee director andexecutive
chairman provides services to CenterPoint Energy Qdrroll had n¢
role in initiating the relationship with this secei provider. Because
the business relationship is of a nature and magaitot requiring
proxy statement disclosure under Securities andh&xge
Commission rules, it falls within the categorici&relards described
above. The Board has concluded that these circmecestaand
relationships do not adversely affect Mr. Carroditslity and
willingness to act in the best interests of CerterPEnergy and its
shareholders or otherwise compromise his indepexedéine Board
also concluded that other relationships of theatines that it
determined are independent fall within the categdistandards
described abovt

In assessing the qualifications of candidates éonination as
director, the Governance Committee and the Boandider, in
addition to qualifications set forth in our bylavesich potential
nomine¢s

« personal and professional integrity,exignce, reputation
and skills,
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Executive Sessions of the Bo

« ability and willingness to devote thmé and effort
necessary to be an effective board member

« commitment to act in the best interest€enterPoint
Energy and its shareholde

Consideration is also given to the requirementsutite listing
standards of the New York Stock Exchange for a nitgjof
independent directors, as well as qualificationdiapble to
membership on Board committees under the listiagdards and
various regulations. In addition, the Committee Hr@Board take
into account the need for a range among the direcifobusiness
experience, diversity, professional skills, geobiepepresentation
and other qualities they consider important intlighour business
plan.

Suggestions for potential nominees for director @ame to the
Governance Committee from a number of sources,ding
incumbent directors, officers, executive searamgiland others. If an
executive search firm is engaged for this purptteeGovernance
Committee has sole authority with respect to trgagement. The
Governance Committee will consider director canida
recommended by shareholders. The extent to whlGtivernance
Committee dedicates time and resources to the deradion and
evaluation of any potential nominee brought taitention depends
on the information available to the Committee alibatqualification:
and suitability of the individual, viewed in ligbf the needs of the
Board, and is at the Committee’s discretion. Thedbmance
Committee and the Board evaluate the desirabiityrfcumbent
directors to continue on the Board following theieation of their
respective terms, taking into account their contidns as Board
members and the benefit that results from incregisisight and
experience developed over a period of ti

Shareholders may submit the names and other infammeegarding
individuals they wish to be considered for nomioatas directors by
writing to the Chairman of the Governance Committethe address
indicated on the first page of this proxy statemémorder to be
considered for nomination by the Board of Directetgomissions of
potential nominees should be made no later thareMder 15 in the
year prior to the meeting at which the electiotoisccur.

Our Corporate Governance Guidelines provide thanibmbers of
the Board of Directors who are not officers of @GeRbint Energy
will hold regular executive sessions without mamaget
participation. An executive session is schedulecbimunction with
each regular meeting of the Board of Directors.ré€ntly, the
Chairman of the Board (Mr. Carroll) presides astheessions. If at
any time the non-management directors include omeave directors
who do not meet the listing standards of the NewkY3tock
Exchange for general independence, the Board nalgtam executiv
session at least once each year including onlydimemanagement
directors who are also independe
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Shareholder Communications with
Directors

Attendance at Meetings of Sharehold

Code of Ethics and Ethics and
Compliance Code

Website Availability of Documents

Compensation of Directors

Interested parties who wish to make concerns krntovthe non-
management directors may communicate directly thighnon-
management directors by making a submission iringrtb “Board o
Directors (independent members)” in care of ourpOoate Secretary
at the address indicated on the first page offifogy statement.
Aside from this procedure for communications wtik hon-
management directors, the entire Board of Direatgligeceive
communications in writing from shareholders. Anglsu
communications should be addressed to the Bodbdrettors in car
of the Corporate Secretary at the same adc

Directors are expected to attend annual meetingbareholders. All
directors attended the 2006 annual mee'

We have a Code of Ethics for our Chief Executivéd@f and Senior
Financial Officers, consisting of our Chief FinaaldDfficer, Chief
Accounting Officer, Treasurer and Controller. Wdl wost
information regarding any amendments to, or waieéréhe
provisions of this code applicable to these officatrthe website
location referred to below under “Website Availiélibf

Document¢’

We also have an Ethics and Compliance Code apjdi¢alalirectors,
officers and employees. This code addresses, awtheg things, the
requirements for a code of business conduct andsatbquired under
New York Stock Exchange listing standards. Any wesvof this cod
for executive officers or directors may be madeydnyl the Board of
Directors or a committee of the Board and mustroenptly disclose
to shareholder:

The Governance Committee will address and resalyéssues with
respect to related-party transactions and conflittaterest involving
our executive officers, directors or other “relapstsons” under the
applicable disclosure rules of the Securities anchnge
Commission

CenterPoint Energy’s Annual Report on Form 10-Krpgboate
Governance Guidelines, the charters of the Audimh@dtee, Finance
Committee, Compensation Committee and Governancen@iivee,
the Code of Ethics and the Ethics and Complianade@an be found
on our website at www.centerpointenergy.ci

Any shareholder may request a printed copy of anyfahese
documents from us free of charge by writing to CergrPoint
Energy, Inc., Attn: Investor Relations, P.O. Box 467, Houston,
Texas7721(-4567.

The Governance Committee of the Board overseelgVets and
other elements of compensation for CenterPoint ggnginon-
employee directors, including the company’s mxecutive Chairma
of the Board. The current levels of cash retaimer meeting fees for
board and committee membership were establishédria 2004,
except that Mr. Carroll’s supplemental retainerff@eserving as non-
executive chairman was last adjusted in Octobe#:
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Retainer and Meeting Fe:

Chairman’s Monthly Supplemental
Retainer and Special Stock Awal

Stock Plan for Outside Directors

and audit committee meeting fees and the supplehanhual
retainer for audit committee chairmanship were stéjg in June 200
Grants of our common stock to non-employee dirschoe set
annually and have been made at the current lev&ares since 20(
The current level of supplemental stock issuancégrt Carroll for
service as non-executive chairman was establish2a04.
Participation in plans providing for splisllar life insurance covera
and for compensation payable after terminatioreofise as a
director has been discontinued for directors comuimgnservice after
2000 and 2003, respectively. The Governance Comeniitas
commenced work with its new consultant, FredericG&fok & Co.,
Inc., to make an updated assessment of directopensation levels

In 2006, each non-employee director received ana@metainer fee
of $50,000 and a fee of $1,500 for each Board megetitended. Eac
director also received a fee of $1,500 for eaclafie, Compensatic
and Governance Committee meeting attended andaf &%000 for
each Audit Committee meeting attended. In additgath chairman
of the Finance, Compensation and Governance coreriteceived a
supplemental annual retainer fee of $5,000 foriseras committee
chairman, and the Chairman of the Audit Commitexeived a
supplemental annual retainer fee of $10,000. Faezed or paid in
2006 are set forth in the “Fees earned or paicghtcolumn of the
Director Compensation Table on page

Mr. Carroll receives the compensation payable beohon-employee
directors and a supplemental monthly retainer & &30 for serving
as the non-executive Chairman of the Board. Thsstjom involves a
substantial commitment of time over and above @gsgrvice as a
Board member and member of committees of the Bdaraddition,
in connection with his agreement in 2004 to corditmserve in the
position of Chairman through May 2007, Mr. Carreiteived
20,000 shares of CenterPoint Energy common stoekdh of 2004,
2005 and 2006. In conjunction with his duties as-arecutive
Chairman of the Board, we also provide Mr. Caroflice space and
administrative assistant servic

Under this plan, each non-employee director magrhated an
annual stock award of up to 5,000 shares of CeaietrEnergy
common stock. Grants made under this plan vestéathird
increments on the first, second and third anniversaf the grant
date. Those shares fully vest in the event of thextbr's death or
upon a change in control (defined in substantidieysame manner as
in the change in control agreements for certaircef$ described in
the Compensation Discussion and Analysis on payegdn vestin
of the shares, each director receives, in additidhe shares, a cash
payment equal to the amount of dividend equivaleatsed since the
date of grant. If a direct@’service on the Board is terminated for
reason other than death or a change in controfjiteetor forfeits all
rights to the unvested portion of t
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Deferred Compensation Plal

outstanding grants as of the termination daténdfdirector is

70 years of age or older when he ceases to sertreeddoard of
Directors, the director’s termination date is dedrttebe

December 31st of the year in which he leaves trerddn addition
to the annual grant, a non-employee director megive a one-time
grant of up to 5,000 shares of common stock upamaeencing
service as a director, subject to the same vestihgdule described
above. No awards have been made under the prodlmming one-
time initial grants. The aggregate number of outditag unvested
stock awards are set forth in footnote (2) to tle®or
Compensation Tabl

We maintain a deferred compensation plan that germliriectors to
elect each year to defer all or part of their ahnei@iner,
supplemental annual retainer for committee chaishgm and
meeting fees. Supplemental monthly retainer feesdovice as
Chairman of the Board are not eligible for defetnadler this plan.
Interest accrues on deferrals at a rate adjustedadly equal to the
average Yyield during the year of the Moody’s Lorgy#h Corporate
Bond Index plus 2%. Directors participating in thlan may elect at
the time of deferral to receive distributions oéithdeferred
compensation and interest in three wi

e an early distribution of either 50% @0% of their account
balance in any year that is at least four yeans fitee year of
deferral up to the year in which they reach age

e alump sum distribution payable in tleayafter they reach
age 70 or upon leaving the Board of Directors, Wweier is
later; or

e 15 annual installments beginning onfilst of the month
coincident with or next following age 70 or upoaveg the
Board of Directors, whichever is lat

From 1985 to 1988, we offered a deferred compemsatian that
permitted directors to elect to defer all or pdrtheir annual retainer
fee in those years. Higher fixed rates of inteveste available for
deferrals made under the prior deferred compensatan as a result
of higher prevailing market rates at that time atiter factors. For
purposes of that deferred compensation plan, bligtan payments
generally follow the same procedures described afmvl5 annual
installments; however, the fixed rate establishtati@time of deferr:
is used

The deferred compensation plan is a nonqualifiafynded plan, and
the directors are general, unsecured creditorseof&Point Energy.
No fund or other assets of CenterPoint Energy lhaen set aside
segregated to pay benefits under the plan. Plegsthe discussion of
the Rabbi Trust in thePotential Payments upon Change in Contr
Termination” on page 42 for funding of the deferoeinpensation
plan upon a change in contr

In 1985, we entered into corporate-owned life ingge policies on
the lives of those directors who participated ia tleferrec
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Outside Director Benefits Plan

Executive Life Insurance Plz

compensation plan. These policies were enteredaittothe consent
of each covered participant. Proceeds upon thénadgdhe covered
participant are available to offset the benefitrpapts from the plar

The amounts deferred by directors in 2006 arecs#ti fn footnote
(1) to the Director Compensation Table. The aboaeket earnings
are reported in the “Change in Pension Value antgNalified
Deferred Compensation Earnings” column of the Doec
Compensation Tabl

Non-employee directors elected to the Board beforel2G0ticipate
in our outside director benefits plan under whiafiractor who serve
at least one full year will receive an annual castount equal to the
annual retainer (excluding any supplemental retaineeffect when
the director terminates service. Directors eleetitel December 31,
2004, which include Messrs. Campbell, O’Connell &viareing and
Ms. Longoria, do not participate in this plan. Bitseunder this plan
begin the January following the later of the dioe termination of
service or attainment of age 65, for a period etp#te number of
full years of service of the director. Any increasehe annual
retainer for active eligible directors results miacrease in each
annual payment for all years of service. Increaséise annual
retainer subsequent to a director’s terminatiosesfice do not
impact the benefits of former directors. The bdrefcrued by
directors in 2006 is set forth in the “Change im$ten Value and
Nonqualified Deferred Compensation Earn” column of the
Director Compensation Tabl

Non-employee directors who were elected to the Boafdrie 2001
(Messrs. Carroll, Cater and Crosswell) participatan executive life
insurance plan. This plan provides endorsemerttdpliar life
insurance with a death benefit equal to six tinhesdirector’s annual
retainer, excluding any supplemental retainer, wiitherage
continuing after the director’s retirement from #eard. Because
increases in the death benefit under the planmarzd to $5,000
every five years, the death benefit for the curegigible directors
remains at $180,000. The annual premiums on theigslare
payable solely by CenterPoint Energy, and in acoued with the
Internal Revenue Code, the directors must recognipeted income
based upon the insurer’s one-year term rates. ifaetadr is also
provided a tax gross-up payment for all taxes dughe imputed
income associated with the policy value so thaecage is provided
at no cost to the director. The applicable amoargsset forth in
footnote (5) to the “All Other Compensation” columfthe Director
Compensation Table. Upon the death of the insuheddirector’s
beneficiaries will receive the specified death Bignand we will
receive any balance of the insurance proce
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DIRECTOR COMPENSATION TABLE

The table below and the narrative in the footnpteside compensation amounts for our non-employee

directors for 2006 as well as additional matenébimation in connection with such amounts. For suary
information on the provision of the plans and pergs, refer to the Compensation of Directors disonss

immediately preceding this table.
Change in
Pension Value
Fees and Nonqualified
Earned Non-Equity Deferred
or Paid Stock  Option Incentive Plan  Compensation All Other
in Cash Awards Awards Compensatior Earnings Compensatior  Total
Name (%)@ $®@ $)® $)® ()@ $)© ($)
Donald R. Campbe $95000% 2044: % — $ — % — 93 — $115,44:
Milton Carroll 455,500 163,17: — — 33,45:¢ 2,847 654,97:
John T. Cate 95,50( 29,63: — — 78,83: 10,30t 214,26¢
Derrill Cody 90,50( 29,63: — — 41,66¢ 161,79
O. Holcombe Crosswe 86,00( 29,63: — — 58,37( 5,261 179,26:
Janiece M. Longori 91,00 20,44 — — — — 111,44:
Thomas F. Madiso 92,00 29,63: — — 44,21¢ — 165,85(
Robert T. C Connell 97,50 27,98 — — — — 125,48
Michael E. Shanno 101,00 29,63: — — 46,93( — 177,56:
Peter S. Warein 83,00 20,44 — — — — 103,44:
(1) Includes annual retainer fees, supplemental ratéées, Board meeting fees and Committee meetieg)ffar each director

@)

more fully explained under “Compensation of Direste-Retainer and Meeting Fees” and “Compensatidirectors—
Chairmar's Supplemental Retainer and Special Stock Av” above.

Mr. Carroll’s supplemental retainer includes a dapyental monthly retainer of $30,000 for servic&Cagirman of the
Board and a $5,000 supplemental annual retaineseising as Chairman of the Governance CommitteeQérroll
elected to defer his annual retainer fee and tgplemental annual retainer fee for serving as @ieairof the Governance
Committee during 2006. Messrs. CaterConnell and Shannon each received a supplementahbretainer for serving
Chairman of the Compensation, Finance and Audit @iitees, respectively. Mr. Crosswell elected tcedéiis annual
retainer fee during 200

Amounts shown in the Stock Awards column repreaemiunts recognized during 2006 for financial repgrpurposes
under Statement of Financial Accounting Standards123 (Revised 2004) (SFAS 123(R)). For informatiegarding the
assumptions used in the valuation of our stock dsyalease read “Stock-Based Incentive CompensBtams” in Note 2
(p) to our consolidated financial statements inetlith our annual report on Form 10-K for the yaadezl December 31,
2006, which is incorporated in this proxy statenmtgnteference. In October 2006, we issued Mr. Qla2000 shares of
CenterPoint Energy common stock pursuant to hieBwer 2004 agreement with us. The value of theestatrissuance
was based on the closing price of our common stocthe New York Stock Exchange Composite Tape éfZ2.on
October 2, 200¢€

Upon the recommendation of the Governance CommitteeBoard granted each non-employee director03sb@res of
common stock on June 1, 2006 under our Stock Rla@titside Directors. The grant date fair valuéhefawards based
the average of the high and low market price ofammmon stock on the New York Stock Exchange Coritgpdspe was
$36,420 each. At December 31, 2006, each of owengployee directors had 6,000 unvested stock awexrdspt for
Ms. Longoria and Messrs. Campbell and Wareing vduhéiad 5,000 unvested stock awa

(3) The Board does not grant stock options or-equity incentive plan compensation to -employee director

(notes continued on following pac
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(4) Outside director benefits planThe calculation of the change in actuarial presafue of the accrued benefit under the
outside director benefits plan used discount raf&s85% as of December 31, 2006 and 5.70% as ofiber 31, 2005.
The calculation does not assume any increase iartheal retainer fee and assumes the directorrniates service at the
end of the director’s current term. The calculatssumes the benefit commences at the later dfitetor’s attainment ¢
age 65 or the year in which the director’s termsefidhe following table also sets forth the numiderears of service
credited and the nominal value of the benefit aBedember 31, 2006 for each participating directahe plan:

Present Value o

Nominal Value of Accrued Benefit

Change in Years of Benefit as of as of
Actuarial Service December 31, December 31,

Name Present Value Through 200¢ 2006 2006
Carroll $ 24,13: 14 $ 700,00( $ 297,67(
Cater 38,76. 23 1,150,001 623,53!
Cody 41,66¢ 3 150,00( 119,61¢
Crosswell 37,17¢ 20@) 1,000,001 548,46(
Madison 44,21¢ 3 150,00( 126,61!
Shannor 46,93( 3 150,00 134,02:

(a) Includes service on the board of directors ofAn Energy Corp, which was acquired in 19

Deferred compensation plar Mr. Cater is the only current director who hasaaoount balance under the 1985 deferred
compensation plan. In connection with the BoarBioéctors’ decision in 2006 to extend Mr. Categsm of service
beyond his normal retirement age until the expiratf his current term, Mr. Cater agreed to waiverd) the last year of
his current term the interest that he would haveezhon deferrals he made under the 1985 defeamgensation plan.
Instead of the interest rate prescribed under lgne (22%), the interest rate Mr. Cater accruedhaisé deferrals during the
last year of his current term has been reduced)@?8, and the amount of interest accrued durindateyear of his term
will accrue interest at 8.08% over the 15 yearaithstent period. In 2006, Messrs. Carroll, Cater @ndsswell accrued
abovemarket earnings on their deferred compensationuatdmalances of $9,320, $40,072 and $21,192, résphc

(5) The following table sets forth the premium paid@snterPoint Energy and the tax gross-up paymentie teaour
directors who participated in the executive lifsuirance plan in 200
Executive Life Paid Tax
Insurance Premium Gross-up Total
Name ($) (%) _®
Carroll $ 2,611 $ 23€ $ 2,847
Cater 9,29( 1,01t 10,30¢
Crosswell 4,65¢ 607 5,261
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STOCK OWNERSHIP

The following table shows stock ownership of kndvameficial owners of more than 5% of CenterPoint
Energy’s common stock, each director or nominealii@ctor, the Chief Executive Officer, the fouhet most
highly compensated executive officers, and the eee officers and directors as a group. Excepitherwise
indicated, information for the executive officedfectors and nominees is given as of April 1, 200 directors
and officers, individually and as a group, beneflgiown less than 1% of CenterPoint Energy’s autding
common stock. Beneficial ownership is determineddoordance with Rule 13d-3 under the Securitich&mxge
Act, and except as otherwise indicated the respetilders have sole voting and investment powees such

shares.
Number of Shares of
CenterPoint Energy
Name Common Stock
Horizon Asset Management, In 30,514,22@)

470 Park Avenue South, 4th Floor South
New York, New York 1001.

Northern Trust Corporatio 26,057,152
50 South LaSalle Street
Chicago, Illinois 6067!

Barrow, Hanley, Mewhinney & Strauss, In 25,573,350)
One McKinney Plaza
3232 McKinney Avenue, 15th Floor
Dallas, Texas 7520

Vanguard Windsor Fun—Vanguard Windsor Il Fun 20,061,244
100 Vanguard Blvd.
Malvern, Pennsylvania 193!

Pictet Asset Management ¢ 16,408,200)

60 Route des Acacias

Geneva 73

Switzerland

CH-12 11
Donald R. Campbe 11,00(
Milton Carroll 50,00(
John T. Cate 16,00(
Derrill Cody 16,00(
O. Holcombe Crosswe 17,59¢
Byron R. Kelley 87,396).(7)
Janiece M. Longori 5,01¢
Thomas F. Madiso 8,50(
David M. McClanahai 1,060,75i(6).(7)
Robert T. C Connell 5,00(
Scott E. Rozzel 354,656).(7)
Michael E. Shanno 8,00(
Thomas R. Standis 271,42°6).(7).@E
Peter S. Warein 81,00(®
Gary L. Whitlock 281,1116).(7)
All executive officers and directors as a group ff&8sons 2,466,52!
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@)

@)

®)

(4)

®)

(6)

@)

®)
)

This information is as of December 31, 2006 artthised on a Schedule 13G filed with the SecuritielsSExchange
Commission on March 20, 2007 by Horizon Asset Managnt, Inc. This represents 9.5% of the outstanciimgmon
stock of CenterPoint Energy. The Schedule 13G temie voting and dispositive power for 30,514,8R8res of
common stock

This information is as of December 31, 2006 arehised on a Schedule 13G/A filed with the Securéies Exchange
Commission on February 14, 2007 by Northern TruspGration and certain of its subsidiaries. Thigesents 8.33% of
the outstanding common stock of CenterPoint Enefbg. Schedule 13G/A reports sole voting power {673,337 shares
of common stock, shared voting power for 24,465 §i2fres of common stock, sole dispositive poweBf085,845 share
of common stock and shared dispositive power f@&;344 shares of common stock. CenterPoint Enerdgngitands that
the shares reported include 22,728,974 sharesnofom stock held as trustee of CenterPoint Energgrvings plan which
provides for pas-through voting by plan participan

This information is as of December 31, 2006 artthised on a Schedule 13G filed with the SecuritielsSExchange
Commission on February 8, 2007 by Barrow, Hanlegwiinney & Strauss, Inc. This represents 8.17%efutstanding
common stock of CenterPoint Energy. The Schedu reports sole voting power for 1,688,950 sharesaimon stock,
shared voting power for 23,884,400 shares of comsback and sole dispositive power for 25,573,35ah of common
stock.

This information is as of December 31, 2006 arehised on a Schedule 13G/A filed with the Securéies Exchange
Commission on February 13, 2007 by Vanguard Win&smds—Vanguard Windsor Il Fund. This represents 6.41%e
outstanding common stock of CenterPoint Energy. Stteedule 13G/A reports sole voting power for 20,287 shares of
common stock

This information is as of December 31, 2006 artthised on a Schedule 13G/A filed with the Securéies Exchange
Commission on February 14, 2007 by Pictet Assetdgament SA. This represents 5.25% of the outstgraimmon
stock of CenterPoint Energy. The Schedule 13G/Anspsole voting and dispositive power for 16,408,8hares of
common stock

Includes shares covered by CenterPoint Energy stptins that are exercisable within 60 days devia: Mr. Kelley,
56,946 shares; Mr. McClanahan, 753,204 sharesRblzzell, 230,669 shares; Mr. Standish, 177,628eshadr. Whitlock
178,919 shares; and the group, 1,519,087 st

Includes shares of CenterPoint Energy common stelkkunder CenterPoint Energy’s savings plan, foictvthe
participant has sole voting power (subject to sumiver being exercised by the plan’s trustee irstmae proportion as
directed shares in the savings plan are votedeirt#ent the participant does not exercise votirvgepp

Includes shares held by spou

Includes shares held in trust for benefit of sppaseo which Mr. Wareing disclaims beneficial net&. Also includes
shares held by partnership, of which Mr. Wareing general partne
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COMPENSATION DISCUSSION AND ANALYSIS

The following compensation discussion and analysigains information regarding measures applicable
performanc-based compensation and targets and other achiaveleeels associated with these measures.
CenterPoint Energy cautions investors not to regiid information, to the extent it may relate titufe periods or
dates, as forecasts, projections or other guidaf¢e reasons for this caution include the followifige
information regarding performance measures and aissed achievement levels was formulated as ofezathtes
and does not take into account developments subsetpithose dates. The measures may include atass from
or otherwise may not be comparable to, financial aperating measures that are publicly disclosed aray be
considered of significance to investors. Some aehient levels, such as those relating to incenfiwesuperior
performance, may be based on assumptions that ttiff@ actual results

Objective and Design of Executive Compensation Progm

The overall objective of CenterPoint Energy’s comgaion program is to enable us to recruit highlglified
managerial talent and retain these same employepobiding market-based levels of compensationadloieve
our objective, we believe that our compensatiorg@am must be competitive with our peer companigsaher
likely competitors for executive talent.

We use a market-based pay philosophy, which méesve measure the major elements of compensatian f
job against available data for similar position®iher companies. We define the major elementsss salary an
short term and long term incentives. We perfornamaalysis annually to determine the market valunef
compensation elements for the job being performethé executive. We target the market median (p@ticentile)
for each major element of compensation. Once thehaalue for a position is determined, we comphee
compensation levels of individual incumbents tasthmarket values. Compensation levels can vary acedpo the
market due to a variety of factors such as expeeetenure and performance. We believe annual measut is
generally appropriate because the market itselfifigect to variations over time as a result of gearwithin peer
companies and the supply and demand for experiesaeriitives.

The objective of our benefits program, which in@adetirement benefits and other elements excludibase
salary and short and long term incentives, is taimghese same employees. These benefits refleatl ltompetitive
practices at the time the benefit programs werdampnted and, in some cases, reflect our desiratotain similal
benefits treatment for all employees. To the expassible, we structure these programs to deligaefits in a
manner that is tax efficient to both the recipiantl CenterPoint Energy.

We seek to design our executive compensation pmogwaalign compensation with current and desired
corporate performance and shareholder interestsiahcompensation in a given year will vary basedCenterPoir
Energy’s performance, and to a lesser extent, stibgeappraisals of individual performance. In otherds, while
compensation targets will to a large extent refleetmarket, actual compensation will be impacte@bnterPoint
Energy’s attainment of (or failure to attain) fircéad and operational performance objectives.

Role of Compensation Committee

The Compensation Committee of the Board of Directawersees compensation for our named executive
officers and other senior officers, including baatary and short term and long term incentive awértie
Committee also administers incentive compensatiansp evaluates the Chief Executive Officer’s perfance and
reviews management succession planning and develapithe Board has determined that the membefseof t
Committee meet the applicable requirements forpeddence under the listing standards of the Nevk Btock
Exchange discussed under “Director Independenceiage 6.

Role of Consultant.To assist in carrying out its responsibilitidge Committee retains a consultant to provide
independent advice on executive compensation rnsated to perform specific tasks as requested bZ tmemittee.
The consultant reports directly to the Committekicl preapproves the scope of work and the feegetaln
October 2006, after considerable review and amiig® process involving several regional and natlditms, the
Committee selected Frederic W. Cook & Co., Inc.q6k”) to serve as its consultant. The
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Governance Committee of the Board of Directorsdias retained Cook to provide independent advicdittor
compensation matters. Prior to the selection ofCanother consulting firm had been providing segsias the
consultant to the Committee, but the Committeeteteto make a change because that firm had acqaicedhpany
that provided other unrelated services to CentetHgiiergy. The Committee, from time to time, maedi the
consultant to perform additional analyses or regesglated to current compensation issues.

Decisions Made by the Compensation Committéeleast annually, the Committee reviews and mewends
that the Board approve adjustments to base salaguir named executive officers. During that reviéve
Committee may recommend adjustment of short teml@my term incentive target compensation levelsater
align compensation with our market-based pay pbpby. In establishing individual incentive targets
Committee considers the data provided by its caasylthe level and nature of the executive’s rasglity, the
executive’s experience and the Committee’s ownesative assessment of the executive’s performanamaking
these determinations, the Committee also takesaictount the Chief Executive Officer’'s performarealuations
of and recommendations regarding the other nameduixe officers.

Annually, the Committee asks the consultant toeevthe base salary and short term and long terenihe
levels of our most senior officers including theneal executive officers. The consultant analyzesmaatthes the
position and responsibilities of each officer eitteeproxy statement data from a peer group oityitlompanies or
to published compensation surveys covering bothutiiey industry and general industry. For 200& tteer group
consisted of utility companies that derive appraadiety 80% of their revenues from regulated openatidhe peer
group was developed by management and the pricuttant and approved by the Committee. After iteméon,
Cook reviewed the peer group selected and hasatatidts concurrence with that selection. The geeup include:
12 publicly traded companies comparable in siz8dnterPoint Energy in terms of the annual reveanésthe valu
of ongoing operations. The following companies cdegthe peer group: Consolidated Edison, Inc., [ERErgy
Co., Energy East Corp., FirstEnergy Corp., FPL @rdanc., Keyspan Corp., NiSource Inc., Pinnacle ¥ =pital
Corp., Pepco Holdings, Inc., Progress Energy, Pwblic Service Enterprise Group Inc., and Semprergy. To
select the survey data, the consultant considenpanies with revenues comparable in size to CeoterEnergy’s
revenues. We do not consider geographical differemelevant since we recruit on a national basisohducting
the analysis, the consultant values compensatioreftricted stock, performance-based shares ¢s,wtock
appreciation rights and stock options.

Role of Executive Officers

Of the named executive officers, only the Chief &xeve Officer has a role in determining executive
compensation policies and programs. The Chief BikeeOfficer works with business units and functbleaders
along with our internal compensation staff to pdevinformation to the Committee to help assure allalements ¢
compensation support our business strategy and.gbiaé Chief Executive Officer reviews internallgveloped
materials before they are furnished to the Committ®r example, if a recommendation is made to @hame grou,
of peer companies used for compensation compapisgposes, it will be reviewed by the Chief Execet®fficer
before being presented to the Committee.

The Chief Executive Officer reviews and recommepeiformance metrics used in short and long term
incentive plans. The Chief Executive Officer wovkish our Corporate Financial Planning and Perforogan
Department and the Senior Vice President and Gtaebunting Officer to develop these metrics. Theriog are
then presented to the Committee for its considanadnd approval.

Within the parameters of the compensation poliesablished by the Committee, the Chief Executiffec€r
also makes preliminary recommendations for basesaldjustments and short term and long term ineefévels
for the other named executive officers. The Chieddutive Officer may base his recommendation oargty of
factors such as his appraisal of the officer's ganfance and contribution to CenterPoint Energy@ncharket data.
The Chief Executive Officer does not make any rememdations regarding his own compensation.

Review of Elements of Compensation

Compensation PhilosophyAs indicated above, we seek to provide compemsalioth in total level and in
individual components, that is competitive with twmpanies we believe are our peers. We also leeliaat a
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substantial portion of compensation for named etkeewfficers should be “at risk,” meaning that #»ecutives
will receive a certain percentage of their totahpensation only to the extent CenterPoint Energlytha executive
accomplish goals established by the Committee. ¥geat higher level executives, including the naraeecutive
officers, to have a higher percentage of their tmdanpensation at risk. By this means, we seekigo @ach of our
named executive officers with the short and lommtanterests of CenterPoint Energy and our shadehs! The siz
of these contingent forms of compensation is exq@@®s a percentage of base salary.

Base Salary. Base salary is the foundation of total compengatase salary recognizes the job being
performed and the value of that job in the comjwetinarket. We provide a base salary to each naxrecutive
officer to provide an element of compensation thaiot at risk. Without a base salary, named exezuffficers
would be subject to income swings that could distdaem from the execution of their responsibisitend duties.

As indicated above, we use a market-based apptoadt base salary so that base salary will bécsedf to
attract and retain the talent necessary for outimaed success. Our intent is that base salarthéogroup of named
executive officers will, in total, be positionedanghe 50th percentile of the appropriate competitharket.

Market data primarily obtained from third-partyasl surveys or proxy statements is the major factor
determining the competitive level of base salamni#al adjustments to base salary reflect eithengbsto market
data or increased experience and individual cantioh of the employee. The typical date for makingse
adjustments is April 1; however, adjustments maguo@t other times during the year to recognize new
responsibilities or new data regarding the markéter of the job being performed. Changes in balseysaill
impact short and long term incentive payouts, dsageother benefits.

A newly hamed executive or an executive whose mesipdities have significantly increased may be eto
the market reference point over several years.d2ses in base salary are rare. It is considereefergd human
resources practice to freeze base salary overaeyaars rather than reduce base salary if a n@xecltive
officer’s level of responsibility has been decrehse

Short Term Incentive.The short term incentive plan provides an anoaah award upon the achievement of
predetermined corporate, business unit and/or tlepatal goals. All employees participate in thersberm
incentive plan. Short term incentives are designdihk each employee’s annual compensation tatigevement
of annual performance objectives for CenterPoirgrgy and the individual’s business unit or departimas well as
to recognize the employee’s performance during/dae.

The target award is the annual incentive opporyueipressed as a percentage of base salary earring the
year. Named executive officers, who are expectdtht@ a greater percentage of total pay at riske hiagher
incentive targets. Targets in 2006 ranged from 50®56% of base salary for the named executive @fficThe
Committee determines each named executive offiskist term incentive target by taking into accatimet market
analysis performed annually by the consultant asrileed above.

Under this plan, we do not make short term incentimyments unless CenterPoint Energy achievesfigukeci
levels of performance against the preestablishefdimeance measures approved by the Committee. The
performance measures are determined each Januahgef@hief Executive Officer and each Februarytiier other
named executive officers. A list of performance swgas from which the Committee may select is st fio the
plan and was approved most recently by our shaderoht the 2006 annual meeting. Goal achieverseneasured
as of year end and sets the aggregate amountalaedibr the payment of incentives in each businegsor
department. We set the maximum available amounnfist business units and departments, assumingrmaxi
achievement of the applicable performance meashyesultiplying 150% of each employee’s short téncentive
target by annual eligible earnings. In order tgmiincentives more appropriately with our growttattgy for our
pipeline group, maximum achievement for some perforce measures applicable to units of that grosuydtesl in
amounts available for awards at levels higher 026 of target, generally from 170% to 180%. The&imam
award level for Mr. Kelley, who has responsibility this group, was approximately 179%.

Once the amounts available for paying awards dedkshed based on actual levels of achievemeat, th
Committee applies discretion in determining actoeéntive payments to individuals, subject to maximpayout
amounts determined for each business unit or dapait The discretion applied can be based on tesament of
individual contributions to the achievement of eeformance measures or other factors the Comnaitiesiders
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appropriate to take into account. The maximum paymeach individual after application of discretis subject to
a limitation which is expressed as a percentadbatfindividual’s target short term incentive comsgation level.
Although the maximum payment in 2006 for most indiixals was 200% of target, certain business uinitéiding
Mr. Kelley’s, provided for a maximum payout of 25@target. Mr. McClanahan’s payout was limitedL.&0% of
his target in 2006 to ensure such payment quakfiesax deductible compensation under Section 16a8{the
Internal Revenue Code. Variations in performance given year can lead to a material increase aredse in this
element of compensation. Pursuant to the planCtramittee can exercise negative discretion to adjoyg short
term incentive payouts. From time to time, the Catiea has exercised discretion to provide additiamaual
bonus payments above amounts earned pursuantievediperformance goals under the plan. This discrevas
exercised most recently in February 2007 whenth@ized bonuses to Messrs. Standish and Kelleleasribed on
page 29 in footnote (1) to the Grants of Plan-Basedrds for Fiscal Year 2006 table.

Performance objectives are designed to reflectsgarad objectives to be accomplished over a
12-month measurement period. Therefore, incenfppodunities under the plan are not impacted bypemation
amounts realizable during prior years. To deterntiredevel of achievement against the performaneasures, our
Corporate Financial Planning and Performance Deygart compiles results, which are reviewed by ouni@eVice
President and Chief Accounting Officer and Auditvi@es Department prior to the determination of alsey the
Committee. In the event of a restatement of CenfatfEEnergy’s financial statements subsequentderitive
payments being made, those payments would be $ubjescoupment under a policy that is being dgyetb We
anticipate that such a policy would permit Centé&mPBnergy to pursue recovery of incentive paymeifitscted by
the restated results, depending on the facts aodnestances surrounding a restatement. In additierexpect that
the facts surrounding any such restatement woutdhen into consideration in determining subseqaesatrds.

The short term incentive awards made in Februa®$20e described in the footnotes to the GranBani-
Based Awards for Fiscal 2006 table on page 29.pEnormance measure for Messrs. McClanahan, Wkitoc
Rozzell, which was based on adjusted operatingngcavas selected because earnings growth geneaatiglates
to the successful execution of our business planbacause of the company-wide responsibilitiehiese three
officers. For this purpose CenterPoint Energy’oregrl operating income is adjusted for those itesitker positive
or negative, necessary to reflect what we consambe core operational performance in the periodgomeasured.
We chose operating income instead of earningshmegEPS) because EPS is more likely to be affdngenon-
recurring factors not reflective of performancehiitthe control of plan participants. In 2006, ati@d operating
income reached the maximum level of performance the Committee established the payout levels for
Messrs. McClanahan, Whitlock and Rozzell at 150%argjet short term incentive compensation basetthatievel
of achievement. The compamyide adjusted operating income measure accountarafler percentages of the gc
of Messrs. Standish and Kelley, who also have perdmce measures relating specifically to the bgsinmits that
they manage. These business unit performance ofgsdénclude (i) achieving specified levels of alpd operating
income for the business unit or group, (ii) coringl expenditures, and (iii) non-financial operatib performance
measures such as reliability indices, safety-rdlaieident rates, customer satisfaction ratingsgpss or
completion of projects and other measures reldtirige provision of services. The performance messsfor
Messrs. Standish and Kelley are intended to proaidaelanced scorecard weighted more heavily tofiaadcial
performance but also including factors importantistomers and employee safety. The scaling oétdegels
necessary to achieve threshold, target and maxiparformance was intended to provide a reasonallieocehof
achieving threshold performance, a moderately gradggree of difficulty to achieve target performaand
significant improvements to reach the maximum leRelyout amounts in February 2007 are reflectédarfBonus”
column and the “Non-Equity Incentive Plan Compeiagétcolumn of the Summary Compensation Table on
page 27 and additional information on the measamestargets is given in the Grants of Plan-Basedrdg for
Fiscal Year 2006 table on page 29 and the acconmpafgotnotes.

The Committee has made two changes in the struofurer short term incentive plan awards for th@2@lan
year. First, instead of the broad discretion tasiindividual payout levels above or below thatresponding t
achievement of the specified performance measwesyill determine the payout level with respecb@® of each
individual's award by applying the performancearig on a nondiscretionary basis. The remaindanof
individual's payout will continue to be subjecttte application of discretion based on a subje@ssessment of
performance. For 2007, the Committee approved dgoaksxceptional overall company operating incoae,
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well as exceptional business unit operating incormteéch may be funded for achievement up to 200%auafet
compensation levels for short term incentive paysiénstead of the 150% level for other goals. &ffect of this
change is to increase the potential amounts avaitalour named executive officers under the speztiferformanc
measures of the plan from 150% (approximately 1889Mr. Kelley) of salary earned during the yea2@)% for
Mr. McClanahan and approximately 180% for eacthefdther named executive officers.

Long Term Incentives.We provide a long term incentive plan in whicleleaf our executive officers,
including our named executive officers, and certalver management-level employees participate.l@ngy term
incentive plan is designed to reward participaatssfistained improvements in CenterPoint Energgtéopmance
and the value of our common stock over an extepaeidd.

The Committee authorizes grants annually durinditsequarter of the year, typically during ther@mittee’s
regularly scheduled February meeting. Grants camdmte from a variety of award types authorized uode long
term incentive plan. In recent years, we have esiphd performance-based shares or units, withringapy
performance measure being our total shareholdenT¢éTSR) compared to that of other companies aediin the
Standard & Poor’s Utility Index. We have also gehstock awards which vest based on continuedcsearid, in
the case of more recent grants, contingent oncdhieeement of a performance goal during the vegigripd. Stock
options are also authorized under our long terraritize plan, but we have not granted stock optsimse 2004. In
some circumstances, the Committee may make disnegi adjustments to awards, but it has not dorie secent
years. Any such adjustments may not be adversartipants or must be consented to by particip:

Long Term Incentive Plan Awards in February 2006n February 22, 2006, the Committee authorizeakdsv
of performance shares and stock awards as shothe icolumns captionedEStimated Future Payouts Under Eqt
Incentive Plan Awards” in the Grants of Plan-Baéegards for Fiscal Year 2006 table on page 29 arstriteed
further in footnote (4) to that table. The allooatof the long term incentive compensation betwtbergrants of
performance shares and the stock awards was 70%08adrespectively. This allocation provides wihnet t
Committee considers an appropriate split betweefoprance-based incentive grants and service-badedtion
grants with a minimum dividend payout requiremeastsupported by our market analysis. The Committee
determined the amount of long term incentive comnspéan using target percentages of each named @xecu
officer's base salary as of December 31, 2005.éreentages of base salary used were 200% for EECIdhahan,
125% for Messrs. Whitlock and Rozzell, 100% for tandish and 90% for Mr. Kelley and are consistatit our
objective of targeting the market median as desdrdtbove. Each named executive officer's baseysalas
multiplied by his long term incentive target perzge. The resulting amount of long term incentiempensation
for each of the awards of performance shares amd stwards was then divided by the average of itie &nd low
market price of our common stock on the New Yorc8tExchange on February 21, 2006, which was $1306
share. The actual shares granted were rounded teetirest 100 shares. Payout of the performancessivil be
determined based on performance over the threeeyebe of January 2006 through December 2008. lreset
awards, 70% of the payout opportunity is based 8R &s compared to that of other companies inclidéte S&P
Utility Index and the remaining 30% is based oniioyement in adjusted operating income. TSR is a&lyid
accepted metric that captures stock price appieciand dividend yield. According to recent resbarg Watson
Wyatt Worldwide titled “Linking Executive Pay to @mal Performance Metrics and Goals,” institutiomalestors
identified TSR as the single most important perf@ance metric for public companies. Also accordinthte
research, 43% of Fortune 250 companies utilize &SR metric in their long term incentive plans.ddynparing
CenterPoint Energg’ TSR to the other companies included in the S&Rtyindex, threshold payout for this meti
is tied to the creation of at least as much shddehealue as the median ranked company withirindex. We
intend for the payouts based on the TSR measymtide a reasonable chance of threshold performahas
enhancing the motivational effects of the plan,leshéquiring top quartile performance for maximuaygput. We
believe the S&P Utility Index is a reasonable préxythe universe of companies engaged in similsirtesses that
are our competitors for investment dollars.

The Committee chose improvements in adjusted apgratcome as one of the performance criteria beeau
earnings growth generally correlates to the sudakssecution of our business plan. According te Watson Wya
research cited above, 39% of Fortune 250 companiieze either EPS or net income as a metric inrttomg term
incentive plans. We chose operating income insté&PS because EPS is more likely to be affecteddoy
recurring factors not reflective of performancehiitthe control of plan participants.
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The target payout for the performance measure baséloe improvements in adjusted operating incasrieed
to achieving the level as established in our bissipdan over the measurement period. Thresholdareaximum
reflect a three percent spread from the targehdrevent maximum performance is achieved, the ygdgoel is
150% of the target. We intend that the payoutsdasethe improvements in adjusted operating incparérmanc:
measure will provide a reasonable chance of aaiigthireshold performance, thus enhancing the madival
effects of the plan, while requiring significant@me growth for maximum payout.

We chose a three-year performance cycle for seveaabns. A three- to five-year period is a typical
performance measurement period for this type ofpmomation element, and a three-year period is whdtave
traditionally used. Three years is also of suffitiduration so that high or low performance in gaar should
neither guarantee nor preclude a payout. Threesydaration also helps assure participants that gexformance
will influence a payout during the measurementqakbrAs a result of the use of three-year perforragreriods, in
any given year each named executive officer gelyenak outstanding grants covering three concugperformance
periods.

If actual achievement for a goal does not meetaatithe threshold level of performance, the Cotemitvill
not approve a payout under the plan for that gbpkrformance for a goal meets the threshold lebhel Committee
may approve a payout ranging from 50% to 150% mgfetisbased on actual achievement level for thak goa

In accordance with the terms of the plan, the Caesaican exercise discretion to make payments to
participants for performance-based units in thenfof cash or stock, or in a combination of cash stodk.
Generally, the Committee has authorized the paywiperformance-based shares in common stock. Tief C
Executive Officer recommends to the Committee tdrenfof payment for awards for a given performangdecand
considers factors such as equity ownership relatitke stock ownership guidelines and the levelabfievement
during the period. The Committee considers thismemendation in making its final determination ash#e form of
payment.

As indicated above, the February 22, 2006 awarde/slin the Grants of Plan-Based Awards for FisoahtY
2006 table on page 29 also include stock awardstingof these awards requires continuous servidedaclaratio
of a minimum of $1.80 per share in cash dividemd€enterPoint Energy common stock during the thyese-
vesting period. The service portion of the vestieguirement provides a retention element, and ithdehd
condition requires payment of aggregate dividends the vesting period in order for the awardsdsty

Long Term Incentive Plan Threéear Performance Cycle Ending December 31, 20062004, the Committe
approved the grant of performance-based unitshio2004-2006 performance cycle. The performances goere
based upon the following criteria:

Achievement Total Shareholder Return as Compared to
Achievement Level Percentage Companies in the S&P Utility Index
Threshold 50% Place in top 50% of inde
Target 100% Place in top 37.5% of inde
Maximum 150% Place in top 25% of inde

In January 2007, results were compiled on the golalevement for the 2004-2006 performance cycle and
reviewed by our Audit Services Department. CenterFfBnergy ranked 13th among the 31 companiesarStP
Utility Index resulting in a 75% achievement pertzgye on this goal. The Committee reviewed and ajgat this
achievement level in January 2007. For these padoce units, the Committee approved the distributiccash,
not stock, since the majority of participants ceeby the stock ownership guidelines were alreadypmpliance
with the guidelines.

The value of these long term incentive distribusioealized upon vesting for the named executiviear is
shown in the Option Exercises and Stock Vestedrigral Year 2006 table included on page 34.

Equity Award Policies and Procedures

Our practice with respect to pricing annual graste price stock options and other equity awatdb@averag
of the high and low market price for our commorckton the New York Stock Exchange on the grant,date
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which is the date the Compensation Committee agsrtive grants. This practice is in accordance aithong tern
incentive plan documents. In recent years, long fecentive grants made other than at the timdé®fnnual gran
have been provided to new hires only. These gametsipproved by the Compensation Committee or ai&gtock
Award Committee, the latter of which consists of Ghief Executive Officer and the Chairman of thenfpensatio
Committee.

In view of recent concerns surrounding stock optjcant practices at other companies, we perfornrediaw
of our past long term incentive grants since tloejion of CenterPoint Energy and identified noaiésswith respect
to practices commonly referred to as “back-dating”spring-loading.” The results of our internaliew as well as
the results of an independent review of stock opfiactices undertaken by our external auditorspibe &
Touche, LLP, at the request of the Audit Commitiethe Board of Directors, have been reported & tommittee.
No concerns have been identified in the reviewh grants made under our long term incentive pl

We do not have a practice of timing grants in cowtion with the release of material informatiortioning
grants to enhance the value of stock options tmoeés.

Recoupment of Awards

In February 2007, we revised the forms of agreerferawards under our long term incentive planravjge
that the awards are subject to any recoupmentypthlat we may adopt. We are currently in the precds
developing such a recoupment policy.

Stock Ownership Guidelines

With the approval of the Compensation Committee hawee established executive stock ownership guidsgli
applicable to our named executive officers androtifficers. These guidelines are monitored by oumtdn
Resources Department. The guidelines indicateaitia€Chief Executive Officer should own CenterPd&niergy
common stock having a market value of four timeshigse salary and the other named executive affddeuld
own CenterPoint Energy common stock having a mar&iete of three times their respective base salakier
purposes of the guidelines, the ownership requintisedetermined based on the executive’'s baseysatidghe time
he or she becomes covered by the guidelines ahe &tme of promotion to a higher level coveredioy guidelines
The base salary multiple is converted to a fixeohiber of shares (rounded to the nearest 100 shasig) the prior
365-day average closing price of our common stacteported by the New York Stock Exchange.

In addition to shares owned outright, equivalerirsh held in our savings plan, unvested stock aamd the
target number of performance-based shares orfuoitsthe long term incentive plan and shares helist are
counted towards the guidelines. Current officersehantil December 31, 2008 to reach their stockensinip
guideline. Until the designated ownership levekiached, the guidelines suggest that the offidarrat least 50%
of the after-tax shares delivered through the kenm incentive plan. Certain exclusions apply ® titention
expectation, such as estate planning, gifts toitth@ducation and the purchase of a primary resideOfficers
verify their stock holdings on an annual basis.

We also have a policy prohibiting all officers frdradging the risk of stock ownership. This polisyart of
our insider trading policy.
Review of Tally Sheets

At least annually (with the most recent versionaring 2006 presented in February 2007), management
prepares and presents to the Committee tally skere¢mch of the named executive officers to prewite
Committee the following compensation and benefiada

. Base salary
. Short term incentive compensation (target value@pmgd in 2006 and amount realized in 20(

. Long term incentive compensation (threshold, taaget maximum levels granted in 2006, in addition to
other outstanding equity grants in 2006 plus amoealized in 2006)
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. Value ofin-the-moneystock options, both vested and unves

. Value of retirement benefits, including nonqualtifieenefits and retiree medical benefits as of
December 31, 2006 and at ages 60, 62 an

. Value of savings plan company match and earnimg#)ding nonqualified benefits as of December 31,
2006 and at ages 60, 62 and

. Cumulative interest earned on nonqualified defecmapensation plans as of December 31, 20086,
including abov-market earnings

. Other income and benefits earned in 2006, suclivagedds paid, health and welfare flex credits and
company costs associated with the executive Igarance plar

. Value of beneficiary’s benefits at death of themive at ages 60, 62 and 65 under the executinefite
plan;

. Benefits or payments that would be received upohamge in control or within two years of a change i
control, including paid tax gross-ups for exciseetadue under Sections 4999 and 280G of the Idterna
Revenue Code as if the change in control occumeldecember 31, 200

. Benefits or payments that would be received upberdiermination of employment scenarios, such as
death, disability, voluntary termination, involuntdermination for cause and resignation withoubdo
reason as of December 31, 2006;

. Business travel and expense reimbursements receiza6.

Change in Control

We had previously entered into change in contred@gents with certain officers, including our named
executive officers, which expired on December IN& In February 2007, the Committee, after coatiol with
Cook and input from the Chief Executive Officecaenmended to the Board the approval of new chamgeritrol
agreements for certain officers, including eacthefnamed executive officers. The Board approvecdw
agreements that provide for the payment of beniefitke event of a covered termination of employh@aturring a
or within two years after the completion of a tractton that effects a change in control. Theseageats are
intended to help ensure the executives’ continudicaftention to our business needs in the evenivere to become
the subject of the types of change in control @atiens described in the agreements. The agreermenfer a one-
year term but renew automatically each year urdesen is taken by the Board. The Committee intdndeview
the agreements each year. In order to be eligilednefits, the executive’s employment must beitesited
following a change in control so that these agregmare subject to a “double trigger.” In genettat, named
executive officers will be entitled to a lump suayment of three times the sum of the executiveselsalary plus
target short term incentive bonus (two times forskts. Standish and Kelley) as well as certain exfdit years of
service and age for benefit purposes under theera¢int plan and additional welfare benefits. Thampent of
change in control benefits under our long termrtiee plan is based on a single trigger that da¢seguire
termination of employment. The long term incengi@n provides for the immediate vesting and paynrenash of
outstanding performance units and shares at thénmax achievement level upon the occurrence of aghdn
control. For awards granted from and after JantiaB007, outstanding performance units and shailebewpaid in
cash at the target achievement level upon the omece of a change in control. Outstanding stockrdsvare also
immediately vested and paid in cash upon a changeritrol. For a more detailed discussion, seéRlo¢ential
Payments upon Change in Control or Terminationpage 37.

To provide additional assurance of the paymenteokfits in the event of a change in control, weehav
established a rabbi trust. Please refer to “Rablis{T under “Potential Payments Upon Change in @bt
Termination” on page 42.
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Benefit Plans and Other Benefit Arrangements

We have maintained a defined benefit plan for bl@gemployees since July 1953 to help employeesagedor
retirement and to remain competitive in attractimgl retaining employees. The retirement plan enidéd to meet
the tax qualification requirements of the InterRelvenue Code. In 1999, the retirement plan was deteto includ
a cash balance formula for all employees hiredraafter January 1, 1999. Under the cash balanceuiar,
participants accumulate a retirement benefit bapeth four percent of eligible earnings (which isdaalary and
short term incentive compensation) credited adi@feind of the calendar year. Changes in base saidfgr short
term incentive compensation affect benefits payaht#er the cash balance formula. For employeesd piier to
January 1, 1999, the retirement plan continuesd¢oua benefits based on a participant’s yearsrofc final
average pay and covered compensation, which weteses the final average pay formula, through Dewer 31,
2008. Changes in base salary before December 88, &tect benefits payable under the final avegmeformula.
Beginning January 1, 2009, the final average paytta benefit under the retirement plan will bez&o as to any
future accruals. Retirement benefits for persons whre employees as of December 31, 1998 are atitatha
based on the higher of the benefit calculated utidefinal average pay formula or the cash baldocaula
described above.

In addition, we maintain the benefit restoratioarpas a nonqualified supplemental retirement gagenerally
provide for benefits in excess of those availalvldar the retirement plan due to the annual bearfitcompensatic
limits imposed by the Internal Revenue Code. Thiess benefit amount is determined based on thédirerage
pay formula and the cash balance formula underaiitement plan, as applicable. The benefit restmalan also
provides for the inclusion of short term incente@mmpensation in the final average pay formula &dcualating
benefits for certain officers, which group includédsssrs. McClanahan and Standish. Changes in by s
and/or short term incentive compensation affecefitnpayable under the benefit restoration pldre benefit
restoration plan does not provide any past seniedits or accelerated service benefits. In 200Gative
employees accrued benefits under the benefit mgtarplan. All participants become fully vestedtie retirement
plan and benefits restoration plan after five yedrservice. The named executive officers partigpa the
retirement plan and the benefit restoration pldre present value of the accumulated benefits uhéeretirement
plan and the benefit restoration plan for each mhexecutive officer is set forth in the Pension &éas table on
page 35.

We also maintain a savings plan designed to engeuwath employees to help provide for their ownrestient
and to remain competitive in attracting and retairemployees. Base salary and short term inceatingensation
are included as eligible plan compensation undeptivisions of the savings plan. The savings ragtm plan is a
nonqualified plan that provides for matching cdmitions not available under the savings plan duateynal
Revenue Code limits. Base salary and short tereniinee compensation are included as eligible ptangensation
under the provisions of the savings restoration.pldne named executive officers participate ingheings plan and
the savings restoration plan. Matching contribwtitmthe savings plan and the savings restoratamfpr the
named executive officers are included in the fotarno the “All Other Compensation” column of thenBuary
Compensation Table.

Our current deferred compensation plan is offeoesktected management and highly compensated eegdoy
to enable these employees to enhance their retielmemefits. The interest crediting rate is a Jddaate that
corresponds with the annual Moody’s Long-term CoapmBond Index plus 2%. In addition to the curdeferred
compensation plan, from 1985 to 1988 we offeredfarded compensation plan that permitted partidgptmelect t
defer all or part of their eligible compensatiorthiose years. Higher fixed rates of interest weeglable for
deferrals made under the prior deferred compensatan as a result of higher prevailing marketgatethat time.

Our deferred compensation plans are nonqualifiefiinded plans, and the participants are generakaured
creditors of CenterPoint Energy. No fund or othesets have been set aside or segregated to pbagribéits under
the plan. The above-market portion of the 2006 egape earnings are reported in the “Change in Ben&lue and
Nonqualified Deferred Compensation Earn” column of the Summary Compensation Table.

We also maintain an executive benefits plan foicefs who were employed as of July 1, 1996 thatifes
salary continuation, disability and/or death betsetfh certain key officers. Changes in base salfigct benefits
payable under the plan. The purpose of this plasmitavgrovide for benefits in the case of disabititydeath during
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employment or after retirement after age 65. In619@ determined that this benefit was no longenmetitive in
the market and consequently froze entry into thds at that time. Of the named executive officerdy

Messrs. McClanahan and Standish participate inpthis. These benefits are provided to Messrs. Mwian and
Standish under individual agreements with Centertfonergy.

We also have an executive life insurance plan plingisplit-dollar life insurance in the form of aath benefit
for designated officers who were employed as ofdbdmer 31, 2001. When first implemented in 1994 pilngpose
of this plan was to assist the executive’s berafies with the impact of estate taxes on deferoedpensation plan
distributions. This plan provides endorsement gfitar life insurance. The death benefit coverfgeeach
participating officer varies in proportion to thfficer's salary. Changes in base salary affectsghexified face
amount of the policy accordingly; however, increaisecoverage greater than ten percent are subjéice approval
of the underwriter. The annual premiums on theqgesdiare payable solely by CenterPoint Energy.eXeeutive
life insurance plan is designed so that the prae@edreceive will be (but are not required to hdjicent to cover
the cumulative premiums paid and the after-tax toss of the gross-up payments. Beginning in 28@4 Jnternal
Revenue Service issued transitional guidance omdhmmtion of split-dollar arrangements in the fasfmotices and
proposed regulations. The final regulations applgdlicies purchased or materially modified aftep@&mber 2003
and require a new set of rates to calculate thaifethincome to the employee for the insurance emerThese ne
rates significantly increase the amount of impltethme and consequently, the paid tax gross-upsded by us
under the terms of the plan. Because of the ineckassts of the paid tax gross-ups regarding nédigigs, we
discontinued offering this coverage to new offioeten the regulations were initially proposed 920
Accordingly, Mr. Kelley, who was hired after 20@lqes not participate in this plan.

See footnote (5)(a) to the Summary CompensatioteTabinformation concerning perquisites providedhe
named executive officers. We do not consider psitfs to be a significant element of compensation.

Corporate-Owned Life Insurance Policiessrom 1982 through 1986, CenterPoint Energy edter®e
corporate-owned life insurance policies on thedivéthose employees who participated in the exezbienefits
plan. In addition, in 1985, CenterPoint Energy eeddnto corporate-owned life insurance policiegtonlives of
those employees who participated in the 1985 dadezompensation plan and the benefit restoratian. g\l of
these policies were entered into with the conséatioh covered participant. Proceeds upon the dddtie covered
participant are available to offset the benefitrpapts from each of the plans. No corporate-owrfedrisurance
policies of this nature were entered into after6L98

Tax Considerations

We periodically evaluate our executive compensatimgrams in light of Section 162(m) of the Intdrna
Revenue Code. This section generally limits thedieductibility of compensation in excess of $1 imilfor certain
executive officers unless the compensation medgts gualifying it as performance-based compensatmintend
to structure our compensation programs in a matia¢maximizes tax deductibility. The Committeeaguwizes,
however, that there may be situations in whichiiest interests of shareholders are served by asheiimg some
elements of or some portions of elements of comgt@ssuch that they may not meet the requirenfents
performance-based compensation under Section 162(m)

Section 409A of the Internal Revenue Code was edaatithe end of 2004 and made significant chaingéae
taxation of nonqualified deferred compensationlufaito comply with the requirements of Section 4@&n result
in accelerated taxation and a 20% penalty on dederompensation for employees. We are continuimguiew and
analyze the impact of Section 409A and the relatedsury Department guidance and regulations omplams and
agreements that provide for nonqualified defermauhgensation. Based on current guidance, we magduered to
amend our plans and agreements that provide ndfigdaleferred compensation by the end of 20070ty with
Section 409A.
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EXECUTIVE COMPENSATION TABLES

The following tables show compensation informatfionthe Chief Executive Officer, the Chief Finaricia

Officer and the three other most highly compensatestutive officers as of December 31, 2006. Bezafis
changes to the Securities and Exchange Commisstomipensation disclosure rules, this year’s presient differs
from that of prior years, and the amounts shown naybe comparable to those included in prior ygamxy
statements.

Summary Compensation Table

Change in
Pension Value
and
Nonqualified
Non-Equity Deferred
Name and Stock  Option Incentive Plan Compensatior  All Other
Principal Salary Bonus Awards Awards Compensatior Earnings Compensatior Total
Position Year  ($) GO  $H® ($)@ ($)@.3) ($) @ ($) ® ($)
David M. McClanahai 200€ $955,000 $ — $1,424521 $ —$ 1217621$ 1,333,37' $ 259,94! $5,190,46:
President and Chief Executive
Officer
Gary L. Whitlock 200€ 437,50( —  439,18! 19,057 328,12! 32,817 78,27¢ 1,334,961

Executive Vice President and
Chief Financial Office
Scott E. Rozzel 200€ 420,00( —  441,30¢ 9,52F 315,00( 34,77¢ 76,44¢ 1,297,05
Executive Vice President,
General Counsel and Corporz
Secretary
Thomas R. Standis 200€ 395,00( 56,32F 286,74 — 183,67! 290,10t 104,65 1,316,50!
Senior Vice President and
Group President-Regulated
Operations
Byron R. Kelley 200€ 329,83 24,64: 259,43¢ 21,76« 280,35¢ 27,39 45,99t  989,42!
Senior Vice President and
Group President Pipelines an
Field Service:

(1) Short term incentive compensation classified asibam prior years’ proxy statements is generallysbown in the Non-

(2

@3

)

~

Equity Incentive Plan Compensation column. Amouwiiswn in the Bonus column represent discretionagyments abov
amounts earned pursuant to achieved performands gader our short term incentive pli

For information regarding the assumptions usetiénvialuation of our stock and option awards, pleaad “Stock-Based
Incentive Compensation Plans and Employee Benkiits? in Note 2(p) to our consolidated financiatsments included
in our annual report on Form 10-K for the year ehBecember 31, 2006. This information is incorpedan this proxy
statement by referenc

CenterPoint Energy has not granted stock optiores2004. Amounts shown in the Option Awards coluepresent
amounts recognized during 2006 for financial rapgrpurposes under Statement of Financial Accogriiitandards
SFAS No. 123 (Revised 2004), “Share-Based Payn{&RAS 123(R)) for options granted in prior periods. such
recognition for Messrs. McClanahan and Standishreasired because the grant date fair value on giniir option grant
was fully accrued prior to 2006 as a result ofth@@eting age and service requirements that pewcuoilerated vesting of
the options upon retiremet

Non-Equity Incentive Plan Compensation representst$bon incentive awards earned with respect to Z6rmance
and paid in 2007. For more information on shomnt@icentive awards, please see the Grants of PémedAwards for
Fiscal Year 2006 table on page 29 and the acconmmafgotnotes

(notes continued on following pac
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(4) The two components of the Change in Pension ValdeNonqualified Deferred Compensation Earningsaaréollows:

Above Market Earnings on

Change in Nonqualified Deferred
Name Pension Value® Compensation®) Total
McClanahar $ 1,301,25 3 32,11«  $1,333,37.
Whitlock 32,72, 9C 32,81,
Rozzell 34,77¢ — 34,77¢
Standist 281,12¢ 8,97¢ 290,10
Kelley 27,394 — 27,394

(&) The Change in Pension Value is the difference énpifesent value of accumulated benefits underaiitement
plan and the related benefit restoration plan fl@eember 31, 2005 to December 31, 2006. Bene@itassumed
to commence as of the earliest age that an indabicould retire without a reduction in benefits €Tlgresent value
as of December 31, 2005 assumed a discount r&t&@¥ and lump sum conversion interest rate of%.9bhe
present value as of December 31, 2006 assumedaudisrate of 5.85% and lump sum conversion inteete of
5.35%. Please see the narrative accompanying tisdPeBenefits table on page 35 for a more detaiiscussion

of the calculation of the present vali

(b) Above-market earnings consist of the amounts tkegexd 120% of the applicable federal Idegm rate at the tim

the interest rate was s

(5) The following table sets forth the elements of leOther Compensation colum

Contributions to

Contributions to

Perquisites Vested and Vested and

and Other Unvested Defined Unvested Defined

Personal Tax Contribution Plans Contribution Plans Insurance Executive

Name Benefits@ Reimbursements®) (qualified) © (nonqualified) ©)(@) Premiums ) Benefit Plan)  Total

McClanahar $ 1563t$ 2,26: $ 16,20( $ 124,06¢ $ 56,90f $ 44,87¢ $259,94!
Whitlock — 1,01(C 9,90( 41,31t 26,05 —  78,27¢
Rozzell — 964 9,90( 41,85¢ 23,72¢ —  76,44¢
Standist — 92t 16,20( 26,80: 20,89: 39,83¢ 104,65
Kelley — 60 16,20( 27,18¢ 2,54¢ — 45,99t

() The amounts for Mr. McClanahan primarily relatehe installation of a new home security systemalad
include the cost of monitoring that system andpbesonal use of sporting event tickets. None obther

executive officers received perquisites valuedsicess of $10,00(

(b) The tax reimbursement amounts shown are grossyupguas equal to the after-tax cost of imputed ineahe
named executive officers are required to recogaiza result of coverage under the executive Igaraince plan
described in footnote (e) below. The gross-up pamare calculated assuming the highest indivithame tax
rate is applicable. Also included in this amourg gross-up payments for Medicare taxes on impunechne

associated with the value of some perquis

(c) Under our savings plan, participants may contrilugtéo 16%, on a pre-tax and/or after-tax basigheif plan
eligible compensation. We make a matching contigoubf 75% of the first six percent contributeddmployees
on a payroll-period basis. We may make an additidisgretionary matching contribution of up to 5@¥ithe first
six percent contributed by employees in the prearyIn 2006, we paid the full amount of the disoreary match.

The contributions to the savings plan are immetjiatested.

(d) These amounts represent CenterPoint Energy’s batitins to the savings restoration plan, whicheisadibed in
footnote (2) to the Nonqualified Deferred Compeiasatable on page 3

(e) The insurance premium amounts include the anneahipoms we pay to provide life insurance coveragregterm
disability coverage and coverage under an execlitevexsurance plan providing split-dollar lifesarance in the
form of a death benefit for designated officers were employed as of December 31, 2001. This plaviges
endorsement split-dollar life insurance, with cag continuing after the officer’s termination ef\ice at age 65
or later. If the participant leaves after age 58 grior to age 65, benefits under the plan willsgeanless the
Compensation Committee elects to continue the eaerThe eligible named executive officers havglsitife

coverage equal to tw
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times current salary. Upon the death of the insusedwill receive any balance of the insurance peas payable

in excess of the specified death ben

(f) These amounts represent our estimated aggregadeniental cost during 2006 of providing benefits emalur
executive benefit plan for certain officers who evemployed as of July 1, 1996. Messrs. McClanahdrSgandis
participate in this plan pursuant to individual tactual agreements originally entered into in 18668 1993,
respectively. If death occurs during active emplepimthe plan provides for a salary continuationdie of 100%
of the officer’s current base salary for one yaat then 50% of base salary for nine years or tmgildeceased
officer would have attained age 65, if later. Thanpalso provides that if the officer retires afteaching age 65,
we will pay an annual benefit equal to 50% of tffecer’'s annual base salary at the time of retiranhfer six years
after his death. If the officer leaves employmaiipto reaching age 65, all benefits are forfeitEde value
reported is the increase in the present valueeobdnefit between December 31, 2005 and Decembh@086
assuming retirement at age 65, using base salaf§dct at the end of each year. No pre-retiremmotality or
terminations are assumed. The interest rates $opdnting payments back to December 31, 2005 and

December 31, 2006 are 5.70% and 5.85%, respect

Grants of Plan-Based Awards for Fiscal Year 2006

The following table presents the non-equity andtgqoncentive plan awards granted during 2006. €heere

no other stock or option awards granted duringytree.

Estimated Future Payouts Undet

Estimated Possible Payouts Unde Equity Incentive Plan Awards ¢ Grant Date
Non-Equity Incentive Plan Awards () Threshold:  Target: Maximum: Fair Value
Grant Threshold Target Maximum Number of Number of Number of of Stock
Name Date ($) (%) (%) Shares (#) Shares (# _Shares (#) Awards
McClanahar 2/22/0¢ $405,87' $811,75( $1,217,621 47,15( 94,30( 141,45( $1,230,61!
2/22/0¢ — — — — 40,40( — 527,22(
Whitlock 2/22/0¢ 109,37¢ 218,75( 328,12' 13,90C 27,80C 41,70( 362,79(
2/22/0¢ — — — — 11,90¢( — 155,29!
Rozzell 2/22/0¢ 105,00( 210,00( 315,00 13,55( 27,10C 40,65( 353,65!
2/22/0¢ — — — — 11,60¢( — 151,38(
Standist®) 2/22/0¢ 98,75( 197,50( 296,25( 9,80C 19,60( 29,40( 255,78(
2/22/0¢ — — — — 8,40( — 109,62(
Kelley ®) 2/22/0¢ 82,45¢ 164,91 294,87 7,30C 14,60 21,90( 190,53(
2/22/0¢ — — — — 6,20( — 80,91(

(1) The estimated possible payouts under non-equiniive plan awards are based on the terms of dunukey 2006 grants
under the short term incentive plan. Actual amogais in 2007 for 2006 performance are shown in\tba-Equity

Incentive Plan Compensation column of the Summanyn@nsation Table

A threshold requirement for any payouts for the@plan year was that after-tax income from contigwperations
exceeded the common dividends paid to shareholdedsAdjusted Operating Income (as defined bel@wCenterPoint

Energy exceeded $850 millio

Our short term incentive plan provides for quatitiaperformance measures. The levels at whichethe=asures are
achieved determine amounts available to pay awardgsiness units and functional units. Payout getages for
achievement levels between threshold, target anghmum are generally calculated using linear intéafon. Subject to
the aggregate limitations established on the hmgslse performance measures, amounts payable tadndls are subject

to the exercise of discretion as described be

For 2006, the sole performance measure for shont itecentive plan awards to Messrs. McClanahan, tM and
Rozzell was Adjusted Operating Income for CenterPanergy. The 2006 awards provided for threshaidjet and
maximum levels of Adjusted Operating Income for @eRoint Energy of $900 million, $935 million an@35 million,

respectively

“Adjusted Operating Income” for CenterPoint Eneegd for the business units generally refers tontedmperating
income, adjusted for those items, either positiveagative, necessary to reflect core operatioedbpmance in the period

being measured. For example, we make adjustmer

« include income reported as other income from amynpeships in which we hold an equity intere
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« exclude the impacts on operating income of ceregrulatory actions related to our stranded cosivery;
« exclude the effects of our transition bon
* exclude any variances from the budgeted severaosts; @nc

« exclude any variances from the budgeted factorosgsc

Actual payouts for the named executive officers miffier from the amounts corresponding to the agtrieent level of the
guantitative performance measures for the namecliéixe officers described above based on discratioaction by our
Compensation Committee. The maximum available amtmupay awards to employees in a particular bissire
functional unit was based on achievement leveth@fpplicable performance measures and the bsesaf the
employees multiplied by their respective short t@roentive opportunities as a percentage of baseys&ubject to this
maximum, our Compensation Committee had discretiatetermine the actual short term incentive corapéon paid for
2006 to each individual by adjusting the amountesponding to the level of achievement of the dtativte performance
measures downward or (except in the case of Mr. Ist@han) upward based on an assessment of indivadbasiness
unit performance. The adjusted amounts were capp2d0% of the applicable short term incentive péaget, except in
the case of Mr. McClanahan (as to whom no upwajasatents were permitted) and Mr. Kelley, whoseausijd amount
was capped at 250% of his target. Actual payowdltefor the 2006 awards approved in February 20@Tedlected in the
“Non-Equity Incentive Plan Compensation” columrtlod Summary Compensation Table on page 27. In Bep8007,
the Compensation Committee exercised its discrétigray Mr. Standish above the 2006 achievemeet Igithe relevant
guantitative performance measures. This actionbaasd on his leadership in planning and succegsfufilementing the
realignment of our regulated operations busineS3es Committee exercised similar discretion witbpect to Mr. Kelley
for his leadership in the performance and growtbwfpipelines and field services units. These gaymnare reflected in
the“Bonu¢” column of the Summary Compensation Ta

(2) The quantitative performance measures for Mr. Sstfbr the 2006 plan year were comprised of Agdjd<Dperating
Income for CenterPoint Energy, Adjusted Operatimgpme for the Regulated Operations Group and coitegasf goals
related to each of the businesses that form thelRegl Operations Group, weighted as indica

Actual
Performance Measure) Weight Achievemen
Adjusted Operating Income for CenterPoint Ene 20% 15(%
Adjusted Operating Income for the Regulated OpenatiGroup®) 20% 50%
Composite Houston Electric Goal Achievem(©) 30% 82%
Composite Southern Gas Operations Goal Achieve(@ 20% 81%
Composite Minnesota Gas Goal Achieven(®) 10% 117%

(a) “Controllable Expenditures” for the business ugimerally refers to operations and maintenanceregseand
capital expenditures, adjusted for certain itentbee positive or negative, such as to include agproved projec
and to exclude any variances from the budgetedaewe costs, factoring costs and transmissionafcsgrvice.
For each element of a composite goal based oniagsssunit’s operating income or controllable extigmes,
performance measures were based on 2006 Adjustexhi®yy Income or controllable expenditures, as@mmate
compared to the budgeted amounts established betfiening of 2006 in the business plan for thdt un
Threshold, target and maximum performance levelsdatrollable expenditures were based on achieli9o,
98% and 95%, respectively of budgeted amountsttaeghold, target and maximum performance levels fo
Adjusted Operating Income were based on achievidg, 402% and 105%, respectively, of budgeted anso

(b) The budgeted level of Adjusted Operating IncometierRegulated Operations Group was $579 millior2006
this goal was achieved at 50
The Houston Electric composite goal included tHio¥ang factors: Houston Electris’Adjusted Operating Incor
(weighted 7% of Mr. Standish’s total goal), cortible expenditures (weighted 9%) and operationdbp@ance
measures that are based on reliability and safieiges (weighted 14% in the aggregate). The buddete| of
Adjusted Operating Income for Houston Electric @08 was $384 million, and controllable expenditurese
budgeted at $718 million. In 2006, Houston Eletdrdjusted Operating Income goal was achieveb8e4, the
controllable expenditures goal was achieved at #2%,the operational performance measures wereazhat
55% in the aggregat
(d) The Southern Gas Operations composite goal incltiieébllowing factors: Southern Gas Operationsustid
Operating Income (weighted 5% of Mr. Standish’altgbal), controllable expenditures (weighted 6% a
operationa

(c

~
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performance measures that are based on improvémemstomer perception, improvement in meter regdin
accuracy, reducing bill exception backlog and saifedices (weighted 9% in the aggregate). The btethkevel of
Adjusted Operating Income for Southern Gas Oparatio 2006 was $124 million, and budgeted contbidla
expenditures were $495 million. In 2006, the Soutt@as Operations Adjusted Operating Income goal wed
achieved, the controllable expenditures goal wagesed at 124% and the operational performance unegasvere
achieved at 92% in the aggrege

The Minnesota Gas composite goal included thevigilg factors: controllable expenditures (weight&e &f

Mr. Standish’s total goal) and operational perfoncemeasures based on customer survey resultgvement in
first call completion percentage, a reduction ia tlumber of pending leaks and safety indices (wedyb% in the
aggregate). In 2006, the Minnesota Gas controllekgenditures were budgeted at $265 million, aedytial was
achieved at 95%. The operational performance measuere achieved at 143% in the aggre(

(3) The quantitative performance measures for Mr. Keibe 2006 were comprised of Adjusted Operatingone for
CenterPoint Energy and composites of goals relatedch of the businesses included in the Pipelresp, weighted as

indicated:
Actual
Performance Measure@ Weight Achievemen
Adjusted Operating Income for CenterPoint Ene 20% 15C%
Composite Interstate Pipelines Goal Achieven(®) 46% 16S%
Composite Field Services Goal Achievem(©) 24% 18€%
Composite Pipeline Services Goal Achieven(d) 10% 17%

@)

(b)

(©

(d)

“Controllable Expenditures” for the businesses galherefers to operations and maintenance expemsggapital
expenditures, adjusted for certain items, eithaitp@ or negative, such as to include new apprgregects and to
exclude any variances from the budgeted severarste and factoring costs. For each element of gosite goal
based on a business’ operating income or conttelkpenditures, performance measures were bas2alin
Adjusted Operating Income or controllable expendsuas appropriate, compared to the budgeted @moun
established at the beginning of 2006 in the busipémn for that unit. Threshold, target and maxinperformance
levels for controllable expenditures were baseddarieving 103%, 97% and 95%, respectively, of btette
amounts, and threshold, target, maximum and exarggdtperformance levels for Adjusted Operating meavere
based on achieving 98%, 102% 105% and 110%, regelyctof budgeted amount

The composite goal achievement for the Interstggelifes included Adjusted Operating Income foetstate
Pipelines (weighted 29% of Mr. Kelley's total goahd operational performance measures relatedp@nsion
projects, such as the level of contracted capatig/achievement of regulatory approvals, andetellof custome
satisfaction (weighted 17% in the aggregate). Id&2he budgeted level of Adjusted Operating Incdone
Interstate Pipelines was $141 million. The Inta@esRipelines Adjusted Operating Income goal waseaeld at
200%, and the operational performance measuresagbieved at 117% in the aggreg:i

The composite goal achievement for Field Servinekided Adjusted Operating Income of Field Services
(weighted 18% of Mr. Kelley’s total goal) and op@waal performance measures consisting of: a safeigx,
compressor utilization and availability, ServicarStystem availability and the number of well cartagweighted
6% in the aggregate). In 2006 the budgeted levAldjiisted Operating Income for Field Services was fillion.
In 2006, the Field Services Adjusted Operating inegoal was achieved at 200%, and the operational
performance measures were achieved at 143% irgtiregate

The composite goal achievement for Pipeline Sesviceluded Adjusted Operating Income of IntersRifeelines
(weighted 5% of Mr. Kelley's total goal), contrdii@ expenditures (weighted 1%) and operationaloperénce
measures, consisting of a safety index, an envieortiah compliance index, the results of an intepipgline safety
self-audit and achievement of regulatory approgéksxpansion projects (weighted 4% in the aggrgghte2006,
the budgeted level of controllable expenditures $&&1 million, and that goal was achieved at 150b&
operational performance measures were achievesDs in the aggregat

(4) The grants of equity incentive plan awards corddfistvo awards for each named executive officeredgymance share

award,

for which threshold, target and maximum nerslof shares are shown in the columns under “BEstidhFuture

Payouts Under Equity Incentive Plan Awards” in fiingt line opposite the name of each officer, arsfczk award
covering a number of shares listed in the “Tarljeimber of Shares” column in the second line fot tfficer. These
awards are granted under our long term incentiaa.

(notes continued on following pag
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Payouts, if any, for the performance share awailibe/based on levels of achievement under twéoperance measures
during the period commencing January 1, 2006 adthgrDecember 31, 2008. The performance measugk

» our total shareholder return for the three-yeaiogetompared to that of the other companies inadudehe S&P
Utility Index; and

¢ attainment of specified levels of improved opemgiimcome adjusted tc
0 reflect the impacts of acquisitions and divesti
0 exclude the impacts of all income related to steahcbst and othetrue-up proceedings
© exclude the impacts of any changes in accountangdsirds; an

® include any joint venture or partnership incomeorégd as other incom

The weighting and target levels for the two perfante measures are summarized as folli

Threshold
Performance Achievement Target Achievement Maximum Achievement
Measure Weighting (50% Payout) (100% Payout) (150% Payout)

Total shareholder return 70%  Place in top 50% of Place in top 37.5% of Place in top 25% of
companies in the S&P companies in the S&P companies in the S&P
Utility Index Utility Index Utility Index

Improved operating income 30% Operating income of Operating income of Operating income of
$2.661 billion $2.736 billion $2.811 billion

The performance share awards provide for vestiigeagnd of the performance period based on tlenewte have
achieved the goals. Payout percentages for achmveevels between threshold, target and maximendatermined by
interpolation. Vesting is determined separatelygfach performance measure, based on its relatiightiray, so that it is
possible for achievement under either measurestatrim a payout independently of achievement uticeiother.
Payments are made in the form of shares equalntbauto the shares covered by the award multiftiethe payout
percentage, subject to withholding to satisfy thlgations. Please refer t®btential Payments Upon Change in Contr
Terminatior” in this proxy statement for the impact of a chaimgeontrol on outstanding gran

The stock award vests on February 22, 2009 prowdetave declared a minimum of $1.80 per sharévidehds on our
common stock during the vesting peri

The performance shares and the stock awards agistidend equivalents over the vesting period atstrae level as
dividends earned by shareholders on shares of constook outstanding. Dividend equivalents will eithve paid in cash
upon vesting or be used to satisfy tax withholdieguirements at that tim
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Outstanding Equity Awards At Fiscal Year-End 2006

The following table provides information regardithg outstanding equity awards held by our namedugxe
officers as of December 31, 2006.

Option Awards

Stock Awards @

Equity
Equity Incentive
Incentive Plan
Plan Awards:
Equity Awards: Market or
Incentive Market Number of Payout
Plan Awards: Number  Value of  Unearned Value of
Number of Number of Number of of Shares Sharesor  Shares, Unearned
Securities Securities Securities or Units Units of Units or Shares,
Underlying Underlying Underlying of Stock Stock Other Units or
Unexercisec  Unexercised  Unexercised  Option That That Rights That Other Rights
Options Options Unearned Exercise Option Have Not Have Not Have Not That Have
(#) (#) Options Price Expiration Vested Vested Vested Not Vested
Name Exercisable Unexercisable® (#) (%) Date #) ® (%) (#) @ (%)
McClanahar 5,16t — — $15.160¢ 1/6/200° 32,60( $540,50¢ 269,10( $4,461,67!
37,13 — — 17.637° 3/2/200¢ — — — —
68,95¢ — — 18.278:. 3/1/200¢ — — — —
84,87: — — 14.007° 2/24/201( — — — —
148,86¢ — — 31.978¢ 3/5/201: — — — —
203,37" — —  6.437¢ 3/4/201: — — — —
103,90( — — 5.6400C 3/3/201: — — — —
70,73: 35,36 — 10.920( 3/2/201: — — — —
Whitlock 26,52: —_ — 21.677° 7/31/201: 10,80( 179,06« 80,70C 1,338,001
76,59 — —  6.437¢ 3/4/201: — — — —
40,60( —_ — 5.6400C 3/3/201: — —_ —_ —
23,46¢ 11,73¢ — 10.920( 3/2/201: — — — —
Rozzell 62,76 — — 31.978¢ 3/5/201: 11,40( 189,01: 79,70C 1,321,42
74,26 — — 31.134° 4/1/201: — — — —
56,53¢ — —  6.437¢ 3/4/201: — — — —
24,73 12,36 — 10.920( 3/2/201:« — — — —
Standist 7,07 — — 18.278. 3/1/200¢ 7,60 126,00¢ 51,00 845,58(
21,29t —_ — 14.007° 2/24/201( — —_ —_ —
41,25¢ — — 31.978t 3/5/201: — — — —
54,10¢ —_ —  6.437¢ 3/4/201. — —_ —_ —
29,10( — — 5.640( 3/3/201: — — — —
16,53: 8,267 — 10.920( 3/2/201:« — —_ —_ —
Kelley 31,44¢ — — 8.085( 5/5/201: 7,80 129,32: 42,80( 709,62:
17,00( 8,50( — 10.920( 3/2/201:« — — — —
(1) None of the awards have been transfer
(2) These option awards vested on March 3, 2
(3) These outstanding stock awards vested on MarcO(¥,.
(4) These outstanding stock awards with performancesgad fully vest on the following date:
Type of
Grant Date Stock Award Vesting Date McClanahan  Whitlock Rozzell Standish _Kelley
February 21, 200 Performance Shart December 31, 20C 94,10C 28,70C 28,70C 16,10 15,40(
February 21, 200 Stock Award February 21, 200 40,30( 12,30 12,30( 6,90( 6,60(
February 22, 200 Performance Shart December 31, 20C 94,30C 27,80 27,10C 19,60 14,60(
February 22, 200 Stock Award February 22, 200 40,40( 11,90C 11,60( 8,40( 6,20(
Total 269,10( 80,70C 79,70C 51,00C 42,80(
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Option Exercises And Stock Vested for Fiscal Year(GD6

The following table indicates the number and valfistock options exercised and stock awards thetede

during 2006.

Name

McClanahar
Whitlock
Rozzell
Standist
Kelley

Option Awards Stock Awards (1)
Number of Number of
Shares Value Shares Value
Acquired Realized Acquired Realized

on Exercise  on Exercise  on Vesting on Vesting
(#) (%) (#) (%)
— 3 — 61,20C  $1,309,90:
— — 23,90( 486,50¢
40,90( 339,71: 25,80( 521,69.
— — 17,10( 349,07:
— — 12,91 280,56:

(1) For each of the named executive officers, the Skaehirds consist of the following

Performance Unit Awards for the
2004-2006 Performance Cycle

Stock Award Granted March 4, Stock Award Granted May 6,
2003 That Vested March 4,200 2003 That Vested May 6, 2006

Number of Value Realizec Number of Value Realizec Number of Value Realizec

Name Units on Vesting® Shares on Vesting(® Shares on Vesting®
McClanahar 5,40(C $ 437,80: 61,20( $ 872,10( — $ —
Whitlock 1,80( 145,93 23,90( 340,57t — —
Rozzell 1,90( 154,04: 25,80( 367,65( — —
Standist 1,30( 105,39¢ 17,10( 243,67" — —
Kelley 1,30( 105,39¢ — — 12,91 175,16!

(a) Value Realized on Vesting for the performance aniards was determined based on a payout valuescd@per
unit together with a dividend equivalent amountatda the dividends accrued during the performareséod
($1.40 per share) on a number of shares of our aconstock equal to the aggregate payout value diviyethe
average of the high and low market prices of ommon stock on the New York Stock Exchange on the the
performance achievement level was approved by tmpénsation Committee ($17.285). The Compensation
Committee determined to pay these awards in ¢

(b) Value Realized on Vesting for the stock awards ekgtermined using the average of the high and lovketgrice:
of our common stock on the New York Stock Exchamgéhe vesting date ($12.90 for the stock awardbwestec
March 4, 2006 and $12.315 for the stock awardvhsated May 6, 2006) together with dividend equiktdeer
share during the vesting period of $1.35 for tlhelstwards that vested March 4, 2006 and $1.28h&stock

award that vested May 6, 20(
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Pension Benefits

The following table provides information regardiogr named executive officers’ accumulated benefitder
our retirement and benefit restoration plans.

Number of Present Value o Payments

Years Accumulated During
Credited Benefit 2006
Name Plan Name®) Service ($) (%)
Final Average Pay Formula @
McClanahar Retirement Pla 324 $ 1,224,790 % —
Benefit Restoration Pla 34.¢ 10,429,74 —
Standist Retirement Pla 25.C 800,38: —
Benefit Restoration Pla 25.C 1,340,99: —
Cash Balance Formula ®
Whitlock Retirement Plai 54 $ 4797 $ —
Benefit Restoration Pla 54 82,71( —
Rozzell Retirement Pla 5.8 49,56 —
Benefit Restoration Pla 5.8 91,35: —
Kelley 4) Retirement Plal 3.6 32,74( —
Benefit Restoration Pla 3.6 35,16¢ —

(1) Retirement benefits for our named executive offiame provided under our retirement plan and onefierestoration
plan. All participants become fully vested in tieéirement plan and benefit restoration plan after years of service. The
benefit restoration plan generally provides foeadfit equal to the excess of the benefit amouattwiould be payable
under the retirement plan if the annual benefittlemd the annual compensation limit imposed byitibernal Revenue
Code did not exist. Benefits payable under the fiterstoration plan are paid at the same timeiartde same form and
manner as distributions from the retirement playr®ent options under the retirement plan inclutlerg sum payment
and various forms of annuitie

(2) Through December 31, 2008, Messrs. McClanahan tamtiSh accrue benefits based on years of seffinet average
pay and covered compensation, which we refer tbefinal average pay (FAP) formula. Final averpgg means the
highest compensation for 36 consecutive monthebilte 120 consecutive months immediately precetliegearlier of
retirement or December 31, 2008. Messrs. McClanahdrStandish’s retirement plan benefit is caledatnder the
following formula:

1.5% x FAP x Service + [.44% x (F/— Social Security Covered Compensation) x Sen

In the final average pay formula, the maximum smrv$ 35 years. In addition, the age 65 benefibtsreduced for early
retirement if retirement occurs at age 60 or lati¢h at least 30 years of service. Early retirenmiiisidies are also
provided for participants who are age 55 or oldi¢h at least 30 years of service. Messrs. McClanamal Standish also
accrue a benefit under the benefit restoration p&sed on the final average pay formula as if tiberhal Revenue Code
limits did not apply. In addition, short term in¢e compensation is included in the formula fdcatating the benefit
payable under the benefit restoration plan foraderkey officers, including Messrs. McClanahan Stahdish.

Mr. McClanahan is entitled to up to 2.5 additiopehrs of service under a supplemental agreemenitj$total service
under the plan may not exceed the maximum of 3fsy

The present value for Messrs. McClanahan and Sthwdis calculated based on benefits accrued thibegember 31,
2006 assuming retirement at the earliest age fwenmeent without a reduction in benefits (at leage 60 with at least

30 years of service). Mortality assumptions areetam the 1994 Uninsured Pensioners Mortality Talihe calculation
also assumes the participant is equally likelydmmence the benefit in the form of a single lifaaity or a lump sum
distribution. The single life annuity is the nornfiaim of benefit under the plan, and the lump sustriution is calculate
as the present value of the accrued benefit comimgat age 65 assuming a 5.35% interest rate and tiee mortality
table prescribed by Section 417(e)(3) of the IrakRevenue Code. The interest rate for discoungmgnents back to
December 31, 2006 is 5.85%. These assumptionsgvetpglicable, are the same assumptions disclosedta?2(p),
“Stock-Based Incentive Compensation Plans and Eyepl®enefit Plans,” to CenterPoint Energy’s ForKifar the yea
ended December 31, 20(

(notes continued on following pac
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(3) Messrs. Whitlock, Rozzell and Kelley’s benefits besed solely on the cash balance formula undeetitement plan.
Therefore, they accumulate benefits based uponf4gligible earnings (base salary and short terrernitige
compensation) credited as of the end of the caleyeta. Interest accrues in the current year atapplicable interest
rate” prescribed under the Internal Revenue Codthtoprevious November based upon the accounh@alas of the end
of the previous year. The interest rate for the@lan year was 4.73%. In addition, Messrs. WhitldRozzell and Kelley
accrue an excess benefit amount under the beasfaration plan based on the cash balance forrsuféttze Internal
Revenue Code limits did not app

The present value for Messrs. Whitlock, Rozzell Ketley was calculated based on benefits accruexitfin

December 31, 2006 payable at age 65 (the eariistment age where the benefit is not reducedyoiet balances are
assumed to accumulate interest credits until aget 6535%. Mortality assumptions are based on @8 Uninsured
Pensioners Mortality Table. Since this is a cadarz plan, the lump sum payment is equal to tinécjizant’s account
balance at retirement. The single life annuityakalated by dividing the account balance by thesent value factor of an
immediate single life annuity assuming a 5.35%ragerate and using the mortality table prescrime&ection 417(e)(3)
of the Internal Revenue Code. The interest ratélismounting payments back to December 31, 20685%.

(4) Mr. Kelley will become fully vested as of May 15)@8.
Nonqualified Deferred Compensation

The following table provides information with regpéo plans that provide for the deferral of cormgagion on
basis that is not tax-qualified.

Aggregate
Company Aggregate Aggregate Balance at
Contributions Earnings in Withdrawals/ December 31
in 2006 2006 Distributions 2006
Name Plan @ ($)@ ($) @ ($)@ ($)

McClanahar Deferred Compensation Pl $ — $108,67: $ —  $1,297,49.
Savings Restoration Pl: 124,06¢ 217,94( — 860,45(

Whitlock Deferred Compensation Pl — 31C 3,85¢ 4,16¢
Savings Restoration Pl 41,31t 68,80« — 271,64

Rozzell Savings Restoration Pl 41,85« 69,73 — 275,30¢
Standist Deferred Compensation Pl 29,69( — 286,41¢
Savings Restoration Pl 26,80z 44,77 — 176,77:

Kelley Savings Restoration Pl: 27,18¢ 21,18¢ — 83,64t

(1) Deferred Compensation Pla Our current deferred compensation plan permigsbdd key employees to elect voluntarily
each year to defer a percentage of up to 100%lafysand/or short term incentive compensation. Wrke terms of our
current deferred compensation plan, interest asapneleferrals at a rate adjusted annually equbletaverage yield
during the year of the Moody’s Long-Term Corporatend Index plus 2%. Participants in the plan cutyemay elect to
receive distributions of their deferred compensatiod interest in three ways: (i) an early disttitu of either 50% or
100% of their account balance in any year that ieast four years from the year of deferral, gifump sum distribution,
or (iii) 15 annual installments. If a participastrminates employment prior to age 55, a lump-sustridition of his or her
deferral amount plus interest, calculated usingMbedy'’s rate and excluding the additional two petage points, will be
made regardless of his or her form of electiom. piarticipant terminates employment between agen85%0, the deferral
amount plus interest (including the additional fwercent) will be paid in accordance with the pgstiat’s distribution
elections in either a lump-sum payment in the Jgnatter his or her termination or 15 annual irlstahts commencing
upon termination. If a participant terminates emgpient after age 60, the deferral amount plus istemecluding the
additional two percent, will be paid in accordamdth the participans distribution elections after he or she reachesti
None of the named executive officers elected termefonies in the plan during 20(

From 1985 to 1988, we offered a deferred compersatian that permitted participants to elect taedefl or part of their
eligible compensation in those years. Higher fire@s of interest were available for deferrals mamider the prior
deferred compensation plan as a result of highergiling market rates at that time. Distributiorypents generally follo
the same procedures described above for 15 anmtallinents; however, the fixed interest rate distadd at the time of
deferral is usec

(notes continued on following pac
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@)

@3

~

4)

Savings Restoration PlanA participant must contribute a minimum of sixgent of all eligible compensation (base
salary and short term incentive compensation) écstivings plan to be eligible to participate ingheings restoration ple
Participants are not permitted to make voluntafgmals into the savings restoration plan. Ondeeeithe annual
compensation limit or the individual maximum adulitilimit under the Internal Revenue Code is readhele savings
plan, CenterPoint Energy’s matching contributiomide in a bookkeeping account to the savingsragia plan.
Benefits payable under the savings restoration plarpaid at the same time and in the same formmreamher as
distributions payable from the savings plan. Payroetions include (i) a lump-sum payment or (iinaal, semi-annual,
quarterly or monthly installments over a periodctde by the participant, not to exceed ten ye

The “Company Contributions in 2006” column for gevings restoration plan includes employer matchorgributions
and discretionary employer matching contributidret tould not be made to the savings plan duertiteliions under the
Internal Revenue Code. The discretionary employaching contribution made in 2006 for the 2005 plear was
previously reported in our 2005 proxy statemertha“All Other Compensation” column of the Summ@&gympensation
Table. Our contributions to the savings plan amdséwings restoration plan for the named execuofffigers are included
in the footnote to th*All Other Compensatic” column of the Summary Compensation Ta

“Aggregate Earnings in 200&bnsist of earnings on prior plan deferrals. Thieriest rate for 2006 for the current defel
compensation plan was 8.04% with interest compotiaa@ually. Messrs. McClanahan, Whitlock and Steimtiave
deferrals under this pla

The interest crediting rate under the terms ofptti@r deferred compensation plan was a fixed rasetd upon the age of
the participant at the time of deferral. MessrsQlémahan and Standish are the only named exeaffigcers who
previously deferred under this plan and their iesécrediting rate is 19% with interest compounaedually. The above-
market portion of these 2006 aggregate earningpirted in the “Change in Pension Value and NolifiechDeferred
Compensation Earnin” column of the Summary Compensation Table in thisipistatement

“Aggregate Earnings” in 2006 also include earniogghe savings restoration plan using the Compastgsk Fund
annual rate of return in the savings plan. The ahraie of return for 2006 was 33.92

Mr. Whitlock received an early distribution in 2Q@8hich he elected at the time of his deferraldnadance with the
terms of the deferred compensation p

Potential Payments upon Change in Control or Termiation

In February 2007, we entered into change in comatgobements with certain officers, including eatbuwy
named executive officers, providing for paymentd ather benefits in the event a covered terminadfon
employment occurs within two years after the comigteof a transaction that effects a change inrbn& change
in control will be deemed to occur under the agrests if:

any person or group becomes the direct or indiveneficial owner of 30% or more of our outstanding
voting securities, unless acquired directly froomtéePoint Energy

the members of our Board on the date of the agregrard successors designated as provided in the
agreement, cease to constitute a majority of therd

there is a merger or consolidation of, or involviGgnterPoint Energy unles

. more than 70% of the surviving corporation’s outsliag voting securities is owned by former
shareholders of CenterPoint Ener

. if the transaction involves CenterPoint Energy’'quasition of another entity, the total fair market
value of the consideration plus long-term debtfibess being acquired does not exceed 50% of
the total fair market value of CenterPoint Energyi¢standing voting securities, plus CenterPoint
Energy s consolidated lor-term debt

. no person is the direct or indirect beneficial omoie30% or more of the then outstanding shar
voting stock of the parent corporation resultingnfrthe transaction, ar

. a majority of the members of the board of directdfrthe parent corporation resulting from the
transaction were members of our Board immediatetyr po consummation of the transaction;
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. there is a sale or disposition of 70% or more afit€doint Energ's assets unles

. individuals and entities that were beneficial ovenef CenterPoint Energy’s outstanding voting
securities immediately prior to the asset saldlaealirect or indirect beneficial owners of more
than 70% of the then outstanding voting securtfeSenterPoint Energy (if it continues to exist)
and of the entity that acquires the largest portibthe assets (or the entity that owns a majarfty
the outstanding voting stock of the acquiring gitiand

. a majority of the members of our Board (if CentenP&nergy continues to exist) and of the entity
that acquires the largest portion of the assetthéentity that owns a majority of the outstanding
voting stock of the acquiring entity) were membafrsur Board immediately prior to the asset ¢

Under these agreements, a covered termination ®ddine officer’'s employment is terminated for seas
other than death, disability as defined in our loergn disability plan, termination on or after &g involuntary
termination for cause (as defined), or resignatibtine officer unless such resignation is due a(tailure to
maintain the officer in his position or a substalti equivalent position; (b) a significant advecsgnge in the
authorities, powers, functions, responsibilitiegloties held; (c) a reduction in the officer’s baaéary; (d) a
significant reduction in the officer’s qualifiedpnqualified and welfare benefits; (e) a reductiothie officer’s
overall compensation; (f) a change in the locatibthe officer’s principal place of employment byra than
50 miles; or (g) a failure to provide directors afficers liability insurance covering the officer.

The agreements provide that we will pay an offexgveriencing a covered termination of employmelongp-
sum amount equal to three times the sum of theefi base salary plus short term incentive awatdrget (two
times for Messrs. Standish and Kelley). For officeho are not age 55 or older with five years o¥ise, the
agreements also provide for a short term incemaseament (paid in a lump sum) based on eligibleiagento the
date of termination multiplied by his short ternaéntive target. Mr. Kelley is the only named exaaubfficer who
would be entitled to the latter benefit pursuanthi® change in control agreement. The other namecitive
officers meet the age and service requirementshaerdfore would be entitled to a similar pro ratars term
incentive payment under the terms of the short iecantive plan. Three years of service and age {®ars for
Messrs. Standish and Kelley) will be added for fiepeirposes under the retirement plan and sucltiaddl benefi
will be paid in the same time and manner that ffieas’s benefit under the benefit restoration pisupaid. In
addition, the agreements provide for welfare beésédir a period of two years, career transitiorcetaent services
and the reimbursement of legal fees incurred réladehe severance. The agreements also providesftr make a
tax gross-up payment to the officer if the officedetermined to owe any excise tax under IntéRealenue Code
Section 4999 on “excess parachute payments.” Exmgsehute payments are defined in Internal Rev@ude
Section 280G(b) and may include payments undechihage in control agreements or other agreements or
arrangements, including the change in control giouis of the long term incentive plan awards describelow.
The tax gross-up payment would be in an amounicseft to make the officer whole, after paymenapplicable
federal income and medicare taxes, for the exeisest interest and penalties assessed. The tatagehin control
payment is subject to a reduction of up to 10%udtsreduction would avoid triggering excise tax.

An officer must sign a waiver and release in cotinaowith any claims relating to the officer’s erapinent
with or separation from the company prior to reagvany benefits under the change in control agesegnThe
agreements also provide that for one year follovérapvered termination, an officer is prohibiteohfrhiring or
soliciting any employees to leave our employmergaticit or attempt to solicit the business of afiypur customers
or acquisition prospects. In addition, for one yediowing a covered termination, an officer is pitoited, without
prior written consent, from engaging in any businessaccepting employment with or rendering ses/icea
business that is in competition with us. These salicit and non-compete restrictions are limite@ t80-mileradius
around any geographical area in which we engageénations or the marketing of products or servitee term o
the agreements is one year, and they renew autathafior successive ongear terms unless the Board takes ac
to revise or terminate them.

Change in control provisions in our current longrteincentive plan. The change in control agreements
described above do not provide for any paymengeaeélto outstanding awards under our long ternmitive plan.
The terms of outstanding awards to the named execofficers under our long term incentive planuieg us to
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make payments to these officers in the event dfamge in control (which has the same definitiontamed in the
change in control agreements), without regard tethér the officer's employment is terminated. Galigrthe
different award types under the long term incengilam are treated as follows:

Stock Awards We would be required to settle rights relatingibvested stock awards by delivering to the
officers shares of our common stock, without regardthether any performance-based vesting conditibn
applicable, have been satisfied, together witheshhaving a market value equal to accrued dividends
those shares. Alternatively, the Compensation Cdtaendf our Board could elect to settle these sidiyt
paying cash in an amount equal to the fair mar&iesof the shares otherwise delivera

Performance SharesSimilarly, we would be required to settle righd$ating to unvested performance sh:
granted in 2006 and prior years by delivering thmhber of shares that would be required if perforceanas
at the maximum achievement level plus dividend eajent shares as described above, or through an
alternative cash settlement based on the fair magdae of the shares. For performance sharesegtant
2007, we reduced the payout level for performaheges in the event of a change in control from maxn
to target performanc

Performance Units Similarly, we would be required to settle righttating to unvested performance units
granted in 2004 by delivering the number of shamsal to the maximum payout value times the nurober
performance units divided by the fair market vabfieur common stock plus dividend equivalent shaes
described above. Alternatively, the Compensatiom@dtee of our Board could elect to settle by pgyin
cash in an amount equal to the maximum payout watues the number of performance un

Options. We would be required to settle unexercised stgtlons, whether or not currently exercisable, in
cash for a per share amount equal to the exceabe ¢hir market value of the common stock overekercise
price. The fair market value of our common stoakgarposes of these provisions is the averageeohitph
and low market prices on the date immediately mhiecgethe date on which the change in control occ
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Payments in the event of change in control

The table below presents amounts that would hage payable in settlement of outstanding awards rungie

current long term incentive plan if a change intoarhad occurred on December 31, 2006. It alsegmts amounts
that would have been payable and the value of ismbvided under the change in control agreemasgaming a
covered termination of employment occurred on Ddmam31, 2006 following a change in control. Thes®ants
were based on the change in control agreementbeicame effective January 1, 2007 instead of theeagents that
expired in order to provide a more meaningful digsion of the amounts that would be currently apgtile. The
amounts that would have been paid under the agresrtieat expired on December 31, 2006 would haea be
substantially similar to these amounts.

For purposes of the calculations, amounts that dvbalpayable in shares have been converted taslaiting

the New York Stock Exchange closing price for C#p¢ént Energy common stock on December 29, 2006c{wh

was

$16.58). The numbers in the table and the geanying footnotes have been rounded to the neanest

thousand dollars.

Type of Payment McClanahan  Whitlock Rozzell Standish Kelley
Severance Amoutr $ 5,439,000 $2,003,00 $1,913,000 $1,215,000 $1,080,00!
Short term incentive pla® 812,00( 219,00( 210,00 198,00( 165,00(
Long term incentive plar@

Performance unit®) 878,00( 293,00( 309,00( 211,00( 211,00(
Performance shart 4,912,001 1,473,001 1,455,00! 930,00( 782,00(
Stock award: 1,975,001 611,00( 616,00( 400,00( 360,00(
Stock options*) 3,800,000  1,420,00t 783,000  1,007,00! 411,00(
Benefit restoration pla®) 1,609,001 108,00( 112,00( 397,00( 131,00(
Health and welfare benefi 15,00( 23,00( 15,00( 23,00( 15,00(
Outplacemen 6,00( 6,00( 6,00( 6,00( 6,00(
Excise TaxGros:-Up (©) 4,273,000 1,229,000 1,065,00! 840,00(  1,030,00!
Total $ 23,719,00 $7,385,000 $6,484,000 $5,227,001 $4,191,00i

@)

@)

@)

4)

Under the terms of our short term incentive planinalividual age 55 or greater with at least fieass of service is eligib
for a pro rata payment upon termination, withogarel to whether it is preceded by a change in obritased on his
eligible earnings to the date of termination mdikig by his short term incentive target. MessrsQiémahan, Whitlock,
Rozzell and Standish satisfy the retirement prowisiunder the plan, and a change in control doesnpact this paymen
Because Mr. Kelley, however, has less than fives/efiservice, he would receive a correspondingrt under the
terms of his change in control agreem:

The change in control provisions under our curtemy term incentive plan are not conditioned upamination of
employment. The payments are determined as dedaritier “Potential Payments upon Change in Cootrol
Terminatio—Change in control provisions in our current longrténcentive plar”

The December 31, 2006 assumed date of the chargairol is the same date as the end of the pedacecycle for
performance units granted in 2004. The amount shinwime table is based on settlement of these anatrthe maximum
achievement level. We have not deducted the am@adsin 2007 with respect to the same awardsrasudt of the actual
achievement level as shown in the “Value Realize®/esting” column of the Option Exercises and Stdelsted for
Fiscal Year 2006 table. A portion of the amountsvahin the table above ($438,000 for Mr. McClanat#i6,000 for
Mr. Whitlock, $154,000 for Mr. Rozzell, $105,000 fidr. Standish and $105,000 for Mr. Kelley) therefaonsists of
amounts that would be payable in the absence béage in control

The amounts shown represent the cash paymentftberefwould receive upon a change in control fboatstanding
options (vested and unvested) as of December 3 @@nted under our current long term incentiaplThe amount is
based on the excess of the closing market priceilo€ommon stock on the New York Stock Exchang®ecember 29,
2006 over the exercise price of the outstandingopt As of March 3, 2007, the named executiveceffs were fully
vested

(notes continued on following pag
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in all outstanding options and could realize thie ga the options at any time through normal exagiand market sales
the shares acquire

(5) These amounts shown consist of the increase imagkypresent value of the accrued benefit thatlevoesult from
crediting an additional three years of service angel for Messrs. McClanahan, Whitlock and Rozzedl am additional two
years of service and age for Messrs. Standish @fidyK Since Mr. Kelley has not met the five yearvice requirements
for benefits under the retirement plan and the fiemestoration plan, the amount shown for him ud#s the actuarial
present value of the benefits under those plamgetisFor purposes of calculating these amountsatttual 2007 lump
sum interest rate prescribed by the Internal Rew&nde under Section 417(e) was 4.69%. Immediatermncement of
the benefit was also assum

(6) The excise tax gross-up payment is calculatedéordance with Internal Revenue Code Section 28@xakes into
account all applicable payments under the changentrol agreements as well as those under themuong term
incentive plan. For purposes of the excise taxggugsamount, 120% of the relevant applicable fddate was used to
discount certain annui-type benefit payment

Upon a change in control, each named executiveasffivould also receive payment for any fully vested
benefits to which he is already entitled or which sequired to be provided by law. These bendfithide those
earned under CenterPoint Energy’s retirement, literestoration, retiree medical, savings, savirggaration and
deferred compensation plans, as well as the caxttoruof health coverage required by the Consaidl@mnibus
Budget Reconciliation Act (COBRA).

Payments upon termination of employment

Certain benefits are payable to a named execuffieepupon his termination of employment otherrthia the
event of a change in control as described above tdthle below presents information on the valushefit term and
long term incentive benefits that would be providfeelnamed executive officer terminated employnsnof
December 31, 2006.

For purposes of the calculations in the followiagle, amounts that would be payable in shares bese
converted to dollars using the New York Stock Exajeaclosing stock price for CenterPoint Energy camrstock
on December 29, 2006 (which was $16.58). The nusiibethe table and the accompanying footnotes haea
rounded to the nearest one thousand dollars.

Type of Payment McClanahan  Whitlock Rozzell Standist  Kelley

Short term incentive pla®) $ 812,00 $ 219,000 $ 210,00 $198,000 $ —
Long term incentive plar®

Performance unit® 586,00( 195,00( 206,000  141,00( —

Performance shart 1,642,00! 495,00( 491,00( 301,00 —

Stock award: 1,184,001 374,00( 382,000  244,00( —

Total $ 4,224,000 $1,283,000 $1,289,000 $884,000 $ —

(1) Under the terms of our short term incentive planingividual age 55 with five years of service stis the retirement
provisions under the plan and is eligible for arata plan distribution based on eligible earnirggdate multiplied by his
short term incentive target at the target levedadfievement. Messrs. McClanahan, Whitlock, Rozzadl Standish satisfy
the retirement provisions under the plan, and aghan control does not impact this payment. Mrld§e however, does
not satisfy the retirement provisions under theg

(2) Under the terms of our long term incentive planiratividual age 55 with five years of service d@fsthe retirement
provisions under the plan and is eligible for arata plan distribution. Such distribution is basedhe number of days
employed in the performance cycle at the targatlleffachievement in the case of performance skarésnits and in the
case of stock awards, the number of days in théngegeriod. Messrs. McClanahan, Whitlock, Rozaeldl Standish
satisfy the retirement provisions under the plan. i&lley, however, is not retireme-eligible under the terms of the ple

(3) The actual achievement for this performance cyckhbwn in the “Value Realized on Vesting” colunfithe Option
Exercises And Stock Vested for Fiscal Year 2006t:

Upon termination of employment, each named exeeufficer would also receive payment for any fulBstec
benefits to which he is already entitled or whicé Bequired to be provided by law. These bendiittude
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those earned under CenterPoint Energy’s retirenbenifit restoration, retiree medical, savingsjregs/restoration
and deferred compensation plans, as well as thincation of health coverage required by COBRA.

Payments upon termination due to death

If a named executive officer had died on Decemide2806, the officer's designated beneficiaries lddave
been entitled to the amounts set forth in the tableve as if the officer had terminated employm&he numbers in
the table and the accompanying footnotes have tmeemled to the nearest one thousand dollars. Tinefib@ries
would also be entitled to the following amounts:

Type of Payment McClanahan Whitlock Rozzell Standish  Kelley (1)

Executive life insurance ple $ 1,960,000 $890,00( $850,00( $ 810,00 $ —
Executive benefit pla 5,390,001 — — 2,228,001 —
Basic life insuranc 50,00( 50,00( 50,00( 50,00( 50,00(
Total $ 7,400,000 $940,000 $900,00( $3,088,000 $ 50,00(

(1) In addition to these amounts, Mr. Kelley’s benddi@s would also receive a short term incentiva playment in the
amount of $165,000 and long term incentive plampayts consisting of the following: $23,000 for peniance units,
$264,000 for performance shares, and $233,00adok wards. Any options unexercisable at the tiEr. Kelley’s
death would become fully exercisak

Each named executive officer’s beneficiaries walt receive payment for any fully vested benéditeshich
they are already entitled or which are requiredegrovided by law. These benefits include thoseeshunder
CenterPoint Energy’s retirement, benefit restorgtietiree medical, savings, savings restoratiahdeferred
compensation plans, as well as the continuatidreafth coverage required by COBRA.

Payments upon disability

If a named executive officer becomes disabled &rselunder our long term disability plan, he wotddeive
the amounts shown above for a termination of empbkayt other than in connection with a change inrobnt
Messrs. McClanahan and Standish would also reeestgpplemental disability benefit under the terfihe
executive benefit plan. Any unvested options becerezcisable under the terms of the current long facentive
plan and remain exercisable for one year. In agditb the amounts shown in the table, Mr. Kelleyldalso
receive a short term incentive plan payment inaimeunt of $165,000 and long term incentive plampets
consisting of the following: $23,000 for performananits, $264,000 for performance shares, and $283pr stock
awards.

Rabbi Trust

We maintain a trust agreement with an independastde establishing a springing rabbi trust forghgose o
funding benefits payable to participants (includgagh of our named executive officers) under oferded
compensation plans, benefit restoration plan awmhga restoration plan. The trust is a grantortfrinsevocable
except in the event of an unfavorable ruling byltiternal Revenue Service as to the tax statulseofrtist or certain
changes in tax law. It is currently funded withaminal amount of cash. Future contributions willrbade to the
grantor trust if and when required by the provisiofithe covered plans or when required by our Bisne
Committee. If there is a change in control (definedubstantially the same manner as in the chamgentrol
agreements described under “Potential Payments @pange in Control or Termination”), the grantarstrmust be
fully funded, within 15 days following the changedontrol, with an amount equal to the entire bienefwhich eac
participant would be entitled under the covereaplas of the date of the change in control (caledlan the basis
of the present value of the projected future bésgtyable under the covered plans). The asséte @frantor trust
are required to be held separate and apart froratttes funds of CenterPoint Energy and its subggiabut remain
subject to the claims of general creditors undgtiagble state and federal law.
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EQUITY COMPENSATION PLAN INFORMATION

The following table sets forth information aboutn@=Point Energy’s common stock that may be issuneter
our existing equity compensation plans as of Deazrth, 2006.

(a) (b) (©
Number of securities
remaining available for
future issuance under

Number of securities to Weighted average equity compensation
be issued upon exercise exercise price of plans (excluding
of outstanding options, outstanding options, securities reflected in
Plan Category warrants and rights warrants and rights (1) column (a))
Equity compensation plans approve
by security holder® 11,962,79G) $17.12 4,618,46(4)
Equity compensation plans not
approved by security holde®) 142,625 18.9¢ —
Total 12,105,42 $17.1¢ 4,618,46!

(1) The weighted average exercise price applies tdanding options, without taking into account perfance shares which
do not have an exercise prit

(2) Plans approved by shareholders consist of the 4889994 Long-Term Incentive Compensation Plamsl.tng-Term
Incentive Plan and the Amended and Restated Stackf& Outside Directors. No future grants maymmde under the
1989 and 1994 Lor-Term Incentive Compensation Pla

(3) Includes, in addition to shares underlying opti@rsaggregate of 1,707,450 shares issuable upiensent of outstandin
grants of performance shares (assuming maximunomeaice is achievec

(4) The securities remaining available for issuance beissued in the form of stock options, stock aepiation rights,
restricted stock awards, performance units andpednce shares. The shares remaining availablsesioance generally
may be used for any of these types of awards, ¢éxicapthe Amended and Restated Stock Plan forid®uBirectors
provides only for awards of common sto

(5) Plans not approved by shareholders consist of timenon Stock Participation Plan for Designated NempByees and
Non-Officer Employees. Outstanding awards under then@on Stock Participation Plan, in which participativas
limited to new employees and existing employees aeonot officers of CenterPoint Energy. Theseeshgenerally vest
in equal annual increments over three years frangthnt date. No future grants may be made unée€tdmmon Stock
Participation Plan
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Report of the Compensation Committee

The Compensation Committee reviewed and discusge@ompensation Discussion and Analysis with
management. Based upon this review and discugsierGompensation Committee recommended to the Bward
Directors that the Compensation Discussion and yamabe included in CenterPoint Energy’s proxyestegnt on
Schedule 14A for its 2007 annual meeting, whiciné®rporated by reference in CenterPoint Energyisual
Report on Form 10-K for the fiscal year ended Ddoen31, 2006, each as filed with the SecuritiesExxhange
Commission.

John T. Cater, Chairman
Donald R. Campbell
Milton Carroll

Derrill Cody

Thomas F. Madison
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Report of the Audit Committee

The Audit Committee assists the Board in fulfilling responsibility for oversight of the qualitychmtegrity of
the accounting, auditing and financial reportinggtices of CenterPoint Energy. During 2006, theiAGdmmittee
met seven times, including meetings to discussntieeim financial information contained in each gedy earnings
announcement with management and Deloitte & Touchi, CenterPoint Energy’s independent auditorgrgo
public release.

In discharging its oversight responsibility ashe audit process, the Audit Committee (a) obtaineh the
independent auditors a formal written statementrileiang all relationships between the auditors @edterPoint
Energy that might bear on the auditarslependence consistent with Independence StanBautsl Standard No.
“Independence Discussions with Audit Committeesd &) discussed with the auditors any relationsttips may
impact their objectivity and independence. The A@immittee also discussed with management and the
independent auditors the quality and adequacy ofétBoint Energy’s internal controls. The Audit Guitiee
reviewed with the independent auditors their apldihs, audit scope, and identification of audksis

The Audit Committee discussed and reviewed withitdependent auditors all communications and other
matters required to be discussed by generally éedequditing standards, including those describestatement on
Auditing Standards No. 61, as amended, “Commurnatiith Audit Committees” and discussed and revidine
results of the independent auditors’ examinatiotheffinancial statements. The Audit Committee aliscussed the
results of the internal audit examinations.

Management has the responsibility for the prepamadf CenterPoint Energy’s financial statements fandts
internal controls and the independent auditors tlageesponsibility for the examination of thos&ements and the
related audit of internal control over financigbogting. The Audit Committee reviewed and discugsedaudited
financial statements of CenterPoint Energy as dffanthe fiscal year ended December 31, 2006, miélmagement
and the independent auditors. The Audit Commitiee @eviewed and discussed with management and the
independent auditors management’s report and tregtrand attestation of the independent auditorsinnal
control over financial reporting in accordance withction 404 of the Sarbanes-Oxley Act.

Based on the above-mentioned review and discussiithsnanagement and the independent auditors, the
Audit Committee recommended to the Board that GBwiet Energy’s audited financial statements béuithed in
its Annual Report on Form 10-K for the fiscal yeaded December 31, 2006, for filing with the Semsiand
Exchange Commission. The Audit Committee also reagied, subject to ratification, Deloitte & Touchs
CenterPoint Energy’s independent auditors for ibeaf year ending December 31, 2007.

Michael E. Shannon, Chairman
Donald R. Campbell

O. Holcombe Crosswell
Janiece M. Longoria

Robert T. O’'Connell
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Principal Accounting Firm Fees

Aggregate fees billed to CenterPoint Energy asrsalidated entity for the fiscal years ending Deben81,
2006 and 2005 by CenterPoint Energy’s principabaating firm, Deloitte & Touche LLP, the membemfis of
Deloitte Touche Tohmatsu, and their respectivdiatidis, are set forth below. The Audit Committes Hatermined
that the provision of the non-audit services désttibelow is compatible with maintaining the prpadi

accountant’s independence.

Year Ended December 31,

2006 2005

Integrated audit of financial statements and irtkcontrol over financial reportin $5,305,500  $5,479,66!
Audit-related fee(?) 240,50( 332,45(
Total audit and auc-related fee: 5,546,00! 5,812,11!
Tax fee<? 265,05¢ —
All other fees® 56,49( 54,59(

Total fees

$5,867,54:  $5,866,70!

(1) For 2006 and 2005, includes fees for consultatommeerning financial accounting and reporting séads, and various
agreed-upon or expanded procedures related to mtiieg@nd/or billing records to comply with finaataccounting or

regulatory reporting matter

(3) For 2006, includes fees related to tax compliaeceices.
(3) For 2006 and 2005, includes licensing fees on tapgration software

Audit Committee Policies and
Procedures for Preapproval of
Audit and Non-Audit Services

Consistent with Securities and Exchange Commigsadicies regarding
auditor independence, the Audit Committee is resjide for pre-
approving audit and non-audit services performethbyindependent
auditor. In addition to its approval of the audigagement, the Audit
Committee takes action at least annually to autledhie independent
auditor’s performance of several specific typesariices within the
categories of audit-related services and tax sesvidudit-related
services include assurance and related serviceartaeasonably relat
to the performance of the audit or review of tmaficial statements or
that are traditionally performed by the independamditor. Authorized
tax services include compliance-related serviceh s services
involving tax filings, as well as consulting semgcsuch as tax planning,
transaction analysis and opinions. Services argsuto pre-approval of
the specific engagement if they are outside theip#ypes of services
included in the periodic approvals covering sendgategories or if they
are in excess of specified fee limitations. The i@dmmittee may
delegate preapproval authority to subcommitt

During 2006, no preapproval requirements were whfee services
included in the Audit-related fees, Tax fees anldottier fees captions of
the fee table above pursuant to the limited waprewisions in applicabl
rules of the Securities and Exchange Commis:
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MATTERS TO BE VOTED ON BY SHAREHOLDERS
Ratification of Appointment of Independent Auditors

The Audit Committee has appointed Deloitte & Touth® as independent auditors to conduct the anrawdit
of CenterPoint Energy’s accounts for the year 20@4oitte & Touche LLP (and their predecessors)ehserved as
independent auditors for CenterPoint Energy anprgslecessors since 1932. Ratification requiregftireative
vote of a majority of shares of common stock vdtedr against the matter. If the appointment isnatified by the
shareholders, the Audit Committee will reconsider appointment.

Representatives of Deloitte & Touche LLP will begent at the annual meeting and will have an oppitytto
make a statement if they wish. They will be avddab respond to appropriate questions from shaden® at the
meeting.

Your Board of Directors recommends a vote FOR theatification of the appointment of Deloitte &
Touche LLP as independent auditors.

Shareholder Proposal

We have been notified that a shareholder intengsasent the following proposal for considerativtha
annual meeting. Approval of any shareholder propossented at the meeting requires the favoratiie of a
majority of the shares of common stock represeatalde meeting. Abstentions and broker non-votes ltae same
effect as a vote against any shareholder propabahisted. Broker non-votes occur when a brokerrreta proxy
but does not have authority to vote on a particptaposal. The proponent is Harold J. Mathis,RIirQ. Box 1209,
Richmond, Texas 77406, who is the owner of 3,2@0esh The text of the shareholder proposal is lasited by
the proponent, and CenterPoint Energy assumesspomsibility for its content or accuracy.

“RESOLVED: That the stockholders of CenterPoineEgy, Inc., assembled in annual meeting in person
or by proxy, hereby request that the Board of Doectake the needed steps to provide that atdiglactions
of directors new directors be elected annually motcby classes, as is now provided, and that oiraiqn of
present terms of directors their subsequent elestiball also be on an annual basis.’

REASONS

This proposal has consistently received a significaajority of the YES/NO vote to elect all Centeiri?
directors annually.

2004 120,037,851 shares or 58.31% of the YES/N@ vo
2005 121,446,825 shares or 61.50% of the YES/N® vo
2006 127,569,119 shares or 68.38% of the YES/N® vo

Modern trends in corporate governance have resirtadnajority of S&P 500 firms electing directors
annually.

The voting threshold specified by CenterPoint uwe&er non-votes and abstentions to defeat this
initiative. Last year, 67,783,059 broker non-vades 3,824,715 abstentions were used to defegbtbymosal,
yet the initiative still came within 3.26% of vicio In effect, CenterPoint requirements impose@esmajority
rule on YES/NO voting.

Meanwhile, shareholders continue to affirm thedfehat classification of the board is not in thest
interest of the company and its shareholders bedansakes a board less accountable when all direéail to
stand for election each year. The annual electialirectors fosters board independence, a cru@ahent of
good governance.

In 2006, 90.15% of shareholders cast votes affignairsimilar proposal at Reliant Energy causingd¢ls
Board to sponsor a binding declassification propfusa2007.
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Our shareholders continue to recognize that theentitrend is away from staggered boards, while our
Board disregards the trend and the three previeassymajority votes supporting this proposal. Gdasthe
board’s argument in opposition to this proposat thelassified board offers significant benefistmreholders,
although 68.38% of those shareholders casting \({@teX)06) disagreed with the board’'s defense sthggered
system.

Protect your investment through better corporateguance and board accountability. Vote YES to
evaluate director performance each year.

PLEASE MARK YOUR PROXY IN FAVOR OF THIS PROPOSAL.

Beware! At CenterPoint Energy, Inc., abstentions laroker non-votes will have the same effect asta v
against this proposal.”

Your Board of Directors recommends a vote AGAINST his proposal.

CenterPoint Energy’s Board has thoroughly consui#hes proposal and continues to believe thatxistiag
system of electing directors in three classes stéglygered three-year terms helps assure that &ty has
experienced directors with an understanding ohiery of the Company and its operations. Thiguim, provides
continuity and stability in pursuing the Companlissiness strategies and policies and reinforce€¢mepany’s
commitment to a long-term perspective. Your Bodst &elieves that experience accumulated and krigele
gained over time makes directors more effectiviliilling their responsibilities, and that a thrgear term helps
the Company attract and retain qualified individuaho are willing to make the commitment and tahkete
responsibilities that service as a director entditaur Board believes that directors elected foe¢hyear terms
approach their responsibilities with at least agimiocus and accountability as would be the cadeif were
elected annually. Your Board also believes thabminee’s agreeing to serve a three-year term detnabes the
nominee’s commitment to serving on your Board dfierlong term.

Your Board strongly believes that retaining a daféess structure protects shareholder interestsemithnces
shareholder value. In case of an unsolicited pralpostake over the Company, a classified boarseres the
unilateral removal of directors by an acquirer airgle annual meeting and thereby affords timeeigotiate,
consider and develop appropriate responses youdBuieves are in the best interests of all stadans and the
Company. A classified board increases a board'stieng leverage when dealing with a potentialiacg, and
furthers shareholder interests in a potential chaxfgontrol transaction. A classified board stuuetprovides an
important deterrent to coercive two-tier takeoveposals that could result in the unequal treatroétite
Company’s shareholders, such as a tender offareapace followed by a merger in which shares notpased in
the tender offer are required to be surrenderetkfs value.

In connection with a similar proposal presentedhiy proponent at the 2006 annual meeting, yourdetated
its intention, if the proposal received the suppdid majority of shares represented in persory@rbxy at the 200
annual meeting, and subject to the proper exedfigs fiduciary duties, to introduce a binding posal at the 2007
annual meeting to amend the Company’s Restatedléstof Incorporation to eliminate the classifieshix
structure. The voting threshold that was specifiggdour Board is the vote required by the CompaBykws to
approve a proposal of this nature. At the 2006 ahmeeting the number of votes cast in favor ofpteposal was
greater than the number cast against, but wasHaashe required majority of the shares represkait¢he annual
meeting as a result of broker non-votes and abstentin addition, the 2006 vote was substantiaihs than the 66
2/ 3% of the outstanding shares of the Company’s comsback that would be required for approval of adlirig
proposal to amend the Restated Articles of Incatian to eliminate the classified board structure.

In connection with its evaluation of the proposelliided above for submission at the 2007 annuatinigehe
Governance Committee of your Board and the entirar@® have considered the level of shareholder stfgothe
prior proposals for declassification. The Goverma@ommittee and the entire Board continue to beltbat
retention of a classified board structure remainthé best interests of the shareholders and thep&oy.
Accordingly, your Board recommends a vote AGAINS&IE tproposal. However, in light of the level of popt the
prior proposals received in 2006 and previous mgstiyour Board has concluded that it will onceimgaaluate
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its position after the 2007 annual meeting, takiig account the level of shareholder support tlopasal receives
at the 2007 annual meeting. If the current proposadives the support of a majority of the shaegsasented at the
2007 annual meeting, your Board intends, subjettiegroper exercise of its fiduciary duties, twaduce a binding
proposal at the Company’s 2008 annual meeting afedtolders to amend the Company’s Restated Artigles
Incorporation in order to eliminate your Board'assified structure.

An amendment to the Company’s Restated Articlda@drporation to eliminate the classified board ldou
require the affirmative vote of holders of at le@682/ 3% of the voting power of all outstanding sharesayital
stock of the Company generally entitled to votéhim election of directors, voting together as glsirtlass. The
effect of such an amendment, if adopted in 2008&jlevbe that beginning at the 2009 annual meetiagggns
elected as directors to fill positions whose teexpire at or after the 2009 annual meeting woulé@lbeted for one-
year terms

General Information We began mailing this proxy statement and the apamying proxy car
to shareholders on April 20, 2007. The proxy statenand proxy card
are being furnished at the direction of your Boafr®irectors. We will
pay all solicitation costs, including the fee of ivtaw & Co., who will
help us solicit proxies for $9,500, plus expen¥és.will reimburse
brokerage firms, nominees, fiduciaries, custodians, other agents for
their expenses in distributing proxy material te tieneficial owners of
our common stock. In addition, certain of our dices, officers, and
employees may solicit proxies by telephone andgpeiscontact

Your Board of Directors does not intend to bring ather matters befo
the meeting and has not been informed that any athéers are to be
properly presented to the meeting by others. Iépbusiness is properly
raised, your proxy card authorizes the people nassqutoxies to vote as
they think best, unless you withhold authority tos in the proxy cart

Shareholder Proposals for 2008 Any shareholder who intends to present a propdghka2008 annual

Annual Meeting meeting of shareholders and who requests inclusfidime proposal in
CenterPoint Energy’s 2008 proxy statement and fofrproxy in
accordance with applicable rules of the Securdig$ Exchange
Commission must file such proposal with us by Delsen®2, 2007

Our bylaws also require advance notice of otheppsals by
shareholders to be presented for action at an anmegting. In the case
of the 2008 annual meeting, the required noticetieseceived by our
Corporate Secretary between November 26, 2007 ebdigry 24, 2008.
The bylaws require that the proposal must constiéuproper subject to
be brought before the meeting and that the notigst wontain prescribe
information, including a description of the proplogad the reasons for
bringing it before the meeting, proof of the propotis status as a
shareholder and the number of shares held andcamtésn of all
arrangements and understandings between the pnojpame anyone else
in connection with the proposal as well as othecpdural requirements.
If the proposal is for an amendment of the bylaiws,notice must also
include the text of the proposal and be accompamyeah opinion of
counsel to the effect the proposal would not cohflith our Restated
Articles of Incorporation or Texas law. A copy bktbylaws describing
the requirements for notice
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Director Nominations for 2008
Annual Meeting

Section 16(a) Beneficial Ownership
Reporting Compliance

Householding of Annual Meeting
Materials

shareholder proposals may be obtained by writing9dott E. Rozzell,
Corporate Secretary, at our address shown al

Our bylaws provide that a shareholder may nomiaat&ector for
election if the shareholder sends a notice to arpQate Secretary
identifying any other person making such nominatigth the
shareholder and providing proof of shareholdeustathis notice must
be received at our principal executive offices lestwNovember 26,
2007 and February 24, 2008. The shareholder msstpabvide the
information about the nominee that would be reglicebe disclosed in
the proxy statement. CenterPoint Energy is notireduo include any
shareholder proposed nominee in the proxy statervewnt may obtain a
copy of the bylaws describing the requirementsrfimination of directc
candidates by shareholders by writing Mr. ScofR&zzell, Corporate
Secretary, at our address shown ab

Section 16(a) of the Securities Exchange Act o41@Rfjuires our
directors, executive officers, and holders of mban 10% of our
common stock to file with the Securities and Exge@ommission
initial reports of ownership and reports of chanigeswnership of our
common stock. We believe that during the fiscalyraled

December 31, 2006, our officers and directors cadpkith these filing
requirements

In accordance with notices previously sent to mstmgreholders who
hold their shares through a bank, broker or otloédr of record (“street-
name shareholders”) and share a single addregspoalannual report
and proxy statement is being delivered to thatesklunless contrary
instructions from any shareholder at that addrem®weceived. This
practice, known as “householdings’intended to reduce our printing ¢
postage costs. However, any such street-name shdeehesiding at the
same address who wishes to receive a separateo€tipg proxy
statement or the accompanying annual report tcekbéders may reque
a copy by contacting the bank, broker or other &otf record or by
contacting us by telephone at (888) 468-3020. Strame shareholders
who are currently receiving householded materiadg nevoke their
consent, and street-name shareholders who areimently receiving
householded materials may request householdingrdiuture materials,
by contacting Broadridge Financial Services, Inither by calling toll
free at (800) 542-1061 or by writing to Broadridgimuseholding
Department, 51 Mercedes Way, Edgewood, New YorkLT1If you
revoke your consent you will be removed from theuseholding”
program within 30 days of Broadridge’s receipt ofiyrevocation, and
each shareholder at your address will receive iddal copies of our
future materials
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Annual Report to Shareholders The Annual Report to Shareholders, which includespy of our annual

report on Form 10-K containing our consolidatedficial statements for
the year ended December 31, 2006, accompaniesdkg material bein

mailed to all shareholders. The Annual Report ispaot of the proxy
solicitation material

By Order of the Board of Directors,

e 2 Do WM Bonndo

Milton Carroll David M. McClanahai
Chairman of the Boar President and Chief Executive Offic

April 20, 2007
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CENTERPOINT ENERGY, INC.
C/O INVESTOR SERVICES
P.O. BOX 4505

HOUSTON, TX 77210-4505

TO VOTE, MARK BLOCKS BELOW IN BLUE OR BLACK INK AS FOLLOWS:

VOTE BY INTERNET — www.proxyvote.com

Use the Internet to transmit your voting instructions and for electronic delivery
of information up until 11:59 p.m. Eastern Time the day before the meeting
date. Have your proxy card in hand when you access the web site and follow
the instructions to obtain your records and to create an electronic voting
instruction form.

ELECTRONIC DELIVERY OF FUTURE SHAREHOLDER
COMMUNICATIONS

If you would like to reduce the costs incurred by CenterPoint Energy, Inc. in
mailing proxy materials, you can consent to receiving all future proxy
statements, proxy cards and annual reports electronically via e-mail or the
Internet. To sign up for electronic delivery, please follow the instructions above
to vote using the Internet and, when prompted, indicate that you agree to
receive or access shareholder communications electronically in future years.

VOTE BY PHONE - 1-800-690-6903

Use any touch-tone telephone to transmit your voting instructions up until
11:59 p.m. Eastern Time the day before the meeting date. Have your proxy
card in hand when you call and then follow the instructions.

VOTE BY MAIL

Mark, sign and date your proxy card and return it in the postage-paid envelope
we have provided or return it to CenterPoint Energy, Inc., c/o Broadridge, 51
Mercedes Way, Edgewood, NY 11717.

CNTRP1 KEEP THIS PORTION FOR YOUR RECORDS

DETACH AND RETURN THIS PORTION ONLY

THIS PROXY CARD IS VALID ONLY WHEN SIGNED AND DATED .

CENTERPOINT ENERGY, INC.

Vote on Directors

where indicated.

Yes
Please indicate if you plan to attend this meeting. m}

1. Election of nominee for Class | director. For  Withhold For All To withhold authority to vote for any individual nominee(s),
The nominee for director is Except mark “For All Except” and write the number(s) of the
All All nominee(s) on the line below.
la. Michael E. Shannon
Election of nominees for Class Il directors.
The nominees for director are O
O O
1b. Donald R. Campbell
1c. Milton Carroll
1d. Peter S. Wareing
Vote on Proposals For Against Abstain
2. Ratify the appointment of Deloitte & Touche LLP as independent auditors for 2007. O m| O
3. Shareholder proposal relating to electing all directors annually and eliminating director classes with staggered ] m} ]
terms.
4. Withhold granting of authority to vote on all other matters that may properly come before the annual meeting. ] m} ]

For comments, please check this box and write them on the back

No




Note: Please sign exactly as name(s) appears hereon . Joint owners should each sign. When signing as at ~ torney, executor, administrator, trustee
or guardian, please give full title.

Signature [PLEASE SIGN WITHIN BOX] Date Signature (Joint Owners) Date
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ADMISSION TICKET

CENTERPOINT ENERGY, INC.
2006 ANNUAL MEETING OF SHAREHOLDERS

Thursday, May 24, 2007
9:00 a.m. Central Time

Auditorium
1111 Louisiana Street
Houston, Texas 77002

This admission ticket admits only the named stockho Ider.

Note: If you plan on attending the Annual Meeting in person, please bring, in addition to this Admission Ticket, a proper form of identification. The use
of video or still photography at the Annual Meeting is not permitted. For the safety of attendees, all bags, packages and briefcases are subject to
inspection. Your compliance is appreciated.

CENTERPOINT ENERGY, INC.
2007 Annual Meeting of Shareholders
Proxy — Common Stock
This Proxy is solicited on behalf of the Board of D irectors

The undersigned hereby appoints Scott E. Rozzell and Richard B. Dauphin, or either of them, as proxies, with full power of substitution, to vote as
designated on the reverse side, all shares of common stock held by the undersigned at the annual meeting of shareholders of CenterPoint Energy, Inc.
to be held on Thursday, May 24, 2007, at 9:00 a.m. in the auditorium of 1111 Louisiana Street, Houston, Texas, or any adjournments thereof, and with
discretionary authority to vote on all other matters that may properly come before the meeting, unless such discretionary authority is withheld.

If you wish to vote in accordance with the recommen dations of the Board of Directors, you may just sig n and date on the reverse side and
mail in the postage-paid envelope provided, or dire ct your vote by Internet or telephone as described on the reverse side. Specific choices
may be made on the reverse side. In absence of inst ructions to the contrary, the shares represented wi Il be voted in accordance with the
Board’'s recommendation.

The nominee for Class | director is Michael E. Shannon. The term of Class | directors will expire in 2009. The nominees for Class Il directors are Donald
R. Campbell, Milton Carroll and Peter S. Wareing. The term of Class Il directors will expire in 2010. Your Board of Directors recommends a vote FOR the
nominee for Class | director, FOR the nominees for Class Il directors, FOR ratification of the appointment of Deloitte & Touche LLP as independent
auditors for 2007, and AGAINST the shareholder proposal requesting that the Board take steps to provide for the annual election of all directors and the
elimination of director classes with staggered terms.

Comments:

(If you noted any Comments above, please mark corresponding box on the reverse side.)
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CENTERPOINT ENERGY, INC.
C/O INVESTOR SERVICES
P.O. BOX 4505

HOUSTON, TX 77210-4505

TO VOTE, MARK BLOCKS BELOW IN BLUE OR BLACK INK AS FOLLOWS:

VOTE BY INTERNET - www.proxyvote.com

Use the Internet to transmit your voting instructions and for electronic delivery
of information up until 11:59 p.m. Eastern Time on May 21, 2007. Have your
proxy card in hand when you access the web site and follow the instructions to
obtain your records and to create an electronic voting instruction form.

ELECTRONIC DELIVERY OF FUTURE SHAREHOLDER
COMMUNICATIONS

If you would like to reduce the costs incurred by CenterPoint Energy, Inc. in
mailing proxy materials, you can consent to receiving all future proxy
statements, proxy cards and annual reports electronically via e-mail or the
Internet. To sign up for electronic delivery, please follow the instructions above
to vote using the Internet and, when prompted, indicate that you agree to
receive or access shareholder communications electronically in future years.

VOTE BY PHONE - 1-800-690-6903

Use any touch-tone telephone to transmit your voting instructions up until
11:59 p.m. Eastern Time on May 21, 2007. Have your proxy card in hand
when you call and then follow the instructions.

VOTE BY MAIL

Mark, sign and date your proxy card and return it in the postage-paid envelope
we have provided or return it to CenterPoint Energy, Inc., c/o Broadridge, 51
Mercedes Way, Edgewood, NY 11717.

CNTRP3 KEEP THIS PORTION FOR YOUR RECORDS

DETACH AND RETURN THIS PORTION ONLY

THIS PROXY CARD IS VALID ONLY WHEN SIGNED AND DATED .

CENTERPOINT ENERGY, INC.

Vote on Directors

where indicated.

Yes

Please indicate if you plan to attend this meeting. m|

1. Election of nominee for Class | director. For  Withhold For All To withhold authority to vote for any individual nominee(s),
The nominee for director is Except mark “For All Except” and write the number(s) of the
All All nominee(s) on the line below.
la. Michael E. Shannon
Election of nominees for Class Il directors.
The nominees for director are O
O O
1b. Donald R.Campbell
1c. Milton Carroll
1d. Peter S. Wareing
Vote on Proposals For Against Abstain
2. Ratify the appointment of Deloitte & Touche LLP as independent auditors for 2007. ] m} ]
3. Shareholder proposal relating to electing all directors annually and eliminating director classes with staggered O m| O
terms.
4. Withhold granting of authority to vote on all other matters that may properly come before the annual meeting. O m| O

For comments, please check this box and write them on the back

No




Note: Please sign exactly as name appears hereon.

Signature [PLEASE SIGN WITHIN BOX] Date
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This proxy covers all shares for which the undersigned has the right to give voting instructions to Vanguard Fiduciary Company, Trustee of the Reliant
Energy, Inc. Savings Plan, Reliant Energy, Inc. Union Savings Plan and STP Nuclear Operating Company Savings Plan. This proxy, when properly
executed, will be voted as directed. If no direction is given to the Trustee by 11:59 p.m. on May 21, 2007 Vanguard Fiduciary Company as Trustee will
vote the shares held in the Plan in the same proportion as votes received from other participants in the plan.

CENTERPOINT ENERGY, INC.
2007 Annual Meeting of Shareholders
Voting Directions to Trustee — Common Stock
This Proxy is solicited on behalf of the Board of D irectors

The undersigned hereby appoints the Trustee with full power of substitution, to vote as designated on the reverse side, all shares of common stock held
by the undersigned at the annual meeting of shareholders of CenterPoint Energy, Inc. to be held on Thursday, May 24, 2007, at 9:00 a.m. in the
auditorium of 1111 Louisiana Street, Houston, Texas, or any adjournments thereof, and with discretionary authority to vote on all other matters that may
properly come before the meeting, unless such discretionary authority is withheld.

If you wish to vote in accordance with the recommen dations of the Board of Directors, you may just sig n and date on the reverse side and
mail in the postage-paid envelope provided, or dire  ct your vote by Internet or telephone as described on the reverse side. Specific choices
may be made on the reverse side. In absence of inst ructions to the contrary, the shares represented wi Il be voted in accordance with the
Board’s recommendation.

The nominee for Class | director is Michael E. Shannon. The term of Class | directors will expire in 2009. The nominees for Class Il directors are Donald
R. Campbell, Milton Carroll and Peter S. Wareing. The term of Class Il directors will expire in 2010. Your Board of Directors recommends a vote FOR the
nominee for Class | director, FOR the nominees for Class Il directors, FOR ratification of the appointment of Deloitte & Touche LLP as independent
auditors for 2007, and AGAINST the shareholder proposal requesting that the Board take steps to provide for the annual election of all directors and the
elimination of director classes with staggered terms.

Comments:

(If you noted any Comments above, please mark corresponding box on the reverse side.)
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CENTERPOINT ENERGY, INC.
C/O INVESTOR SERVICES
P.O. BOX 4505

HOUSTON, TX 77210-4505

TO VOTE, MARK BLOCKS BELOW IN BLUE OR BLACK INK AS FOLLOWS:

VOTE BY INTERNET — www.proxyvote.com

Use the Internet to transmit your voting instructions and for electronic delivery
of information up until 11:59 p.m. Eastern Time on May 21, 2007. Have your
proxy card in hand when you access the web site and follow the instructions to
obtain your records and to create an electronic voting instruction form.

ELECTRONIC DELIVERY OF FUTURE SHAREHOLDER
COMMUNICATIONS

If you would like to reduce the costs incurred by CenterPoint Energy, Inc. in
mailing proxy materials, you can consent to receiving all future proxy
statements, proxy cards and annual reports electronically via e-mail or the
Internet. To sign up for electronic delivery, please follow the instructions above
to vote using the Internet and, when prompted, indicate that you agree to
receive or access shareholder communications electronically in future years.

VOTE BY PHONE - 1-800-690-6903

Use any touch-tone telephone to transmit your voting instructions up until
11:59 p.m. Eastern Time on May 21, 2007. Have your proxy card in hand
when you call and then follow the instructions.

VOTE BY MAIL

Mark, sign and date your proxy card and return it in the postage-paid envelope
we have provided or return it to CenterPoint Energy, Inc., c/o Broadridge, 51
Mercedes Way, Edgewood, NY 11717.

CNTRPS KEEP THIS PORTION FOR YOUR RECORDS

DETACH AND RETURN THIS PORTION ONLY

THIS PROXY CARD IS VALID ONLY WHEN SIGNED AND DATED .

CENTERPOINT ENERGY, INC.

Vote on Directors

where indicated.

Yes

Please indicate if you plan to attend this meeting. m|

1. Election of nominee for Class | director. For  Withhold For All To withhold authority to vote for any individual nominee(s),
The nominee for director is Except mark “For All Except” and write the number(s) of the
All All nominee(s) on the line below.
la. Michael E. Shannon
Election of nominees for Class Il directors.
The nominees for director are O
O O
1b. Donald R. Campbell
1c. Milton Carroll
1d. Peter S. Wareing
Vote on Proposals For Against Abstain
2. Ratify the appointment of Deloitte & Touche LLP as independent auditors for 2007. ] m} ]
3. Shareholder proposal relating to electing all directors annually and eliminating director classes with staggered O m| O
terms.
4. Withhold granting of authority to vote on all other matters that may properly come before the annual meeting. O m| O

For comments, please check this box and write them on the back

No




Note: Please sign exactly as name appears hereon.

Signature [PLEASE SIGN WITHIN BOX] Date
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This proxy covers all shares for which the undersigned has the right to give voting instructions to The Northern Trust Company, Trustee of the
CenterPoint Energy, Inc., Savings Plan. This proxy, when properly executed, will be voted as directed. If no direction is given to the Trustee by 11:59
p.m. on May 21, 2007 The Northern Trust Company as Trustee will vote the shares held in the Plan in the same proportion as votes received from
other participants in the plan.

CENTERPOINT ENERGY, INC.
2007 Annual Meeting of Shareholders
Voting Directions to Trustee - Common Stock
This Proxy is solicited on behalf of the Board of D irectors

The undersigned hereby appoints the Trustee with full power of substitution, to vote as designated on the reverse side, all shares of common stock held
by the undersigned at the annual meeting of shareholders of CenterPoint Energy, Inc. to be held on Thursday, May 24, 2007, at 9:00 a.m. in the
auditorium of 1111 Louisiana Street, Houston, Texas, or any adjournments thereof, and with discretionary authority to vote on all other matters that may
properly come before the meeting, unless such discretionary authority is withheld.

If you wish to vote in accordance with the recommen dations of the Board of Directors, you may just sig n and date on the reverse side and
mail in the postage-paid envelope provided, or dire  ct your vote by Internet or telephone as described on the reverse side. Specific choices
may be made on the reverse side. In absence of inst ructions to the contrary, the shares represented wi Il be voted in accordance with the
Board’s recommendation.

The nominee for Class | director is Michael E. Shannon. The term of Class | directors will expire in 2009. The nominees for Class Il directors are Donald
R. Campbell, Milton Carroll and Peter S. Wareing. The term of Class Il directors will expire in 2010. Your Board of Directors recommends a vote FOR the
nominee for Class | director, FOR the nominees for Class Il directors, FOR ratification of the appointment of Deloitte & Touche LLP as independent
auditors for 2007, and AGAINST the shareholder proposal requesting that the Board take steps to provide for the annual election of all directors and the
elimination of director classes with staggered terms.

Comments:

(If you noted any Comments above, please mark corresponding box on the reverse side.)




