Second Quarter 2019 Earnings Conference Call
August 7, 2019
David Mordy – Director of Investor Relations
Thank you, Catherine. Good morning, everyone. Welcome to our second quarter 2019
earnings conference call. Scott Prochazka, president and CEO, and Xia Liu, executive vice
president and CFO, will discuss our second quarter 2019 results and provide highlights on other
key areas. Also with us this morning are several members of management who will be available
during the Q&A portion of our call.
In conjunction with our call, we will be using slides which can be found under the
Investors’ section on our website, CenterPointEnergy.com. For a reconciliation of the non‐GAAP
measures used in providing earnings guidance in today’s call, please refer to our earnings news
release and our slides. They have been posted on our website, as has our Form 10‐Q.
Please note that we may announce material information using SEC filings, news
releases, public conference calls, webcasts and posts to the Investors’ section of our
website. In the future, we will continue to use these channels to communicate important
information and encourage you to review the information on our website.
Today, management will discuss certain topics that will contain projections and forward‐
looking information that are based on management's beliefs, assumptions and information
currently available to management. These forward‐looking statements are subject to risks or
uncertainties. Actual results could differ materially based upon factors, including weather
variations, regulatory actions, economic conditions and growth, commodity prices, changes in
our service territories and other risk factors noted in our SEC filings.
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We will also discuss guidance for 2019. The 2019 guidance basis EPS range excludes the
following impacts associated with the Vectren merger:


Integration and transaction‐related fees and expenses, including severance and other
costs to achieve the anticipated cost savings as a result of the merger; and



Merger financing impacts in January, prior to the completion of the merger due to the
issuance of debt and equity securities to fund the merger that resulted in higher net
interest expense, preferred stock dividend requirements and higher common stock
share count

The 2019 guidance range considers operations performance to date and assumptions for
certain significant variables that may impact earnings, such as customer growth (approximately
2% for electric operations and 1% for natural gas distribution) and usage, including normal
weather, throughput, commodity prices, recovery of capital invested through rate cases and
other rate filings, effective tax rates, financing activities and related interest rates, and
regulatory and judicial proceedings, as well as the volume of work contracted in our
infrastructure services business. The range also considers anticipated cost savings as a result of
the merger. The range assumes the lower end of Enable Midstream Partners’ 2019 guidance
range for net income attributable to common units provided on Enable’s 2nd quarter earnings
call on August 6, 2019.
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In providing this guidance, CenterPoint Energy uses a non‐GAAP measure of adjusted diluted
earnings per share that does not consider other potential impacts, such as changes in
accounting standards or unusual items, including those from Enable, earnings or losses from
the change in the value of ZENS and related securities, or the timing effects of mark‐to‐market
accounting in the company’s Energy Services business, which, along with the certain excluded
impacts associated with the merger, could have a material impact on GAAP reported results for
the applicable guidance period. CenterPoint Energy is unable to present a quantitative
reconciliation of forward‐looking adjusted diluted earnings per share because changes in the
value of ZENS and related securities and mark‐to‐market gains or losses resulting from the
company’s Energy Services business are not estimable as they are highly variable and difficult to
predict due to various factors outside of management’s control.

Before Scott begins, I would like to mention that this call is being recorded. Information
on how to access the replay can be found on our website.
I’d now like to turn the call over to Scott.
Scott Prochazka – President & CEO
Thank you, David, and good morning ladies and gentlemen. Thank you for joining us
today and thank you for your interest in CenterPoint Energy.
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I’m pleased to report that we have delivered a solid second quarter, driven by
consistent strong performance in our utility operations, backed by strong cash contributions
from our non‐utility businesses.
I’d like to begin with slide 5. This morning we reported second quarter 2019 income
available to common shareholders of $165 million, or 33 cents per diluted share, compared
with a loss of $75 million, or 17 cents per diluted share in the second quarter of 2018.
On a guidance basis and excluding merger impacts, second quarter 2019 adjusted
earnings were 35 cents per diluted share compared with 30 cents per diluted share in the
second quarter of 2018. Xia will cover our financials in greater detail shortly.
It’s been approximately 180 days since we successfully closed on our merger with
Vectren. With the addition of Indiana and Ohio to our regulated operations, we have increased
our collective rate base by 45%. Through the merger we created a growing energy delivery
company that is expected to drive value for our shareholders. Turning to slide 6, I would like to
take the opportunity to outline CenterPoint’s post‐merger long‐term value proposition. First,
we intend to increase the earnings contribution from regulated utilities through capital
investment to serve our utilities customers. We continue to expect approximately 8%
compound annual rate base growth through 2023 which will drive utility growth and overall
earnings. Second, the cash from our non‐utility businesses will continue to be an important
source of funding for our growing utilities. Third, we are committed to solid investment grade

4 of 32

Second Quarter 2019 Earnings Conference Call
August 7, 2019
credit quality and a strong balance sheet, and fourth, we expect to deliver strong shareholder
returns through EPS growth of 5‐7% along with consistent dividend growth.
Turning to slide 7, as many of you read on Monday in our amended 13D filing, we no
longer intend to sell our common units of Enable Midstream Partners. Much has changed since
we first considered the sale of Enable common units. Following the close of our recent merger,
we have increased utility capital needs and Midstream Investments now represents a smaller
percentage of our earnings. Enable has taken several steps to “de‐risk” its business, including
moving to more “fee‐based” gathering and processing contracts, securing new, sizable
transportation agreements and successfully strengthening its coverage ratios. Enable has
maintained a strong balance sheet and provided consistent cash flows over the past five years.
Enable’s continued solid performance and strong coverage ratio allowed it to increase
quarterly common unit distributions by approximately 4% to 33.05 cents per common unit, its
first increase since 2015. Since its formation, through our ownership of common units, Enable
has provided approximately $1.7 billion in cash distributions to CenterPoint and we expect the
total amount to grow to over $3 billion by 2023. The distributions from Enable provide an
efficient source of cash to support our utility infrastructure investments. Slide 8 shows the
steady cash and adjusted EBITDA our non‐utility businesses generate to support our utility
growth. You can see that, in addition to the consistent cash distributions from Enable, energy
services and infrastructure services are also steady generators of adjusted EBITDA. The adjusted
EBITDA they generate more than offsets the capital investment required by these businesses.
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In the near term, we have identified four focus areas. This is shown on slide 9. We must
continue to:


Execute merger integration,



Execute our regulatory strategy,



Manage O&M spending, and



Strengthen utility infrastructure to provide long‐term customer value.

We are making great progress with merger integration activities. CenterPoint closed
the merger with Vectren less than 10 months after announcement. This reflects the
constructive regulatory environment of our entire footprint. We remain committed to planning
and executing a very focused integration effort. In 2019, our attention has been on
implementing process improvements and achieving synergy targets. We took immediate
actions to begin savings on day one and remain on track towards our 2019 target of over $50
million of savings. We continue to estimate $75 to $100 million in merger savings for
2020. Beyond 2019, we expect our primary merger related activities will be integrating
technology systems. The design and implementation of these activities is still being developed
and will be finalized later this year. This important work includes creating a single set of
systems across the company for finance, accounting, supply chain, operations and customer
experience.
Slide 10 details recent key regulatory developments. With respect to the Houston
Electric rate case, we anticipate receiving a recommendation from the Administrative Law
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Judge in September and a decision from the Public Utility Commission of Texas in the fourth
quarter of 2019. We have constructive relationships with our regulators and other
stakeholders and believe our operational performance, our commitment to our customers and
the investments we make – all of which support Houston’s continued growth – will help provide
for a fair and appropriate outcome in this case. For Natural Gas Distribution, we have received
rate relief through the Gas Reliability Infrastructure Program in Texas and a Compliance and
System Improvement adjustment in Indiana. We expect to receive the final order in our Ohio
rate case in the second half of 2019. We have also filed for additional rate relief in Ohio and
other jurisdictions.
In Indiana, we are in process of creating a new Integrated Resource Plan or IRP for
Indiana Electric and we show a timeline on slide 11. We are currently working with
stakeholders to determine the appropriate solution for generation in southern Indiana. We
continue to anticipate filing the new IRP during the second quarter of next year. We will look to
begin new construction on appropriate generation solutions following the completion of the
IRP process.
On slide 12 I’d like to highlight our ESG efforts, particularly our commitment to
environmental stewardship. We are proud of our progress to date and will continue our efforts
to further improve the environments of the communities we serve.
The most significant contribution we make in reducing greenhouse gas is through our
Natural Gas Distribution business’s pipeline replacement program, which is the largest
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component of our $5.3 billion, 5‐year Natural Gas Distribution capital plan. Since 2012, we
have replaced over 700 miles of cast iron pipe across our service territory. These specific cast
iron replacements as well as our other pipeline replacement modernization programs have
helped reduce our annual gas emissions by over 30% per unit of natural gas delivered since
2012.
These investments not only better enable us to safely serve our customers, they are also
beneficial to the environment. We’re proud of the progress we have made in this area.
Additionally, as you may be aware, electric generation owned by Indiana Electric
comprises approximately 3% of our fixed assets. Between 2005 and 2018, Indiana Electric has
made significant progress to reduce greenhouse gas emissions by approximately 20%.
We were also one of the first utilities to implement Advanced Metering System
automation across our Houston Electric footprint, reducing truck rolls and avoiding more than
17,000 tons of greenhouse gas emissions since 2009. Additionally, Energy Services has been
purchasing green gas, also known as renewable natural gas, for more than 10 years. While the
amount purchased each year is relatively small, the demand for green gas continues to grow.
Let me close by saying that I am pleased with our performance in the second quarter,
and, despite a challenging first quarter, we have taken steps to achieve our financial objectives.
I remain confident in CenterPoint’s long‐term value proposition, and the continued near‐term
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focus areas to achieve our goals. I look forward to continuing to provide updates on our
merger progress and delivering on the financial goals we set forth.
Now let me turn to Xia for the financial update. Xia…
Xia Liu ‐ CFO
Thank you, Scott, and good morning everyone. I’d like to begin my comments with some
good, quick thoughts on my first 90 days. Since joining the company, I have spent valuable time
immersing myself into CenterPoint’s businesses and strategies. I must say today, as a regulated
utility serving growing jurisdictions, CenterPoint offers a compelling long‐term value
proposition. I am excited about the future of CenterPoint, and I look forward to continuing to
work alongside Scott to help lead the company forward.
Turning to slide 14, our utility businesses performed well in the second quarter.
Houston Electric added nearly 43,000 customers year‐over‐year, which equates to
approximately 1.7% growth. Our Natural Gas Distribution business added more than 48,000
customers year‐over‐year in legacy jurisdictions, which equates to approximately 1.4% growth.
As a result of closing the merger in February this year, we added more than 145,000 electric
customers in Indiana and nearly 1.1 million customers in our natural gas distribution business.
Our Natural Gas Distribution business is now the nation’s second largest gas utility by customer
count.
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As Scott discussed earlier, one of our near‐term focus areas is continued O&M expense
management to achieve operational efficiency. Earlier this year, we highlighted the importance
of this effort and took steps to control costs and realize merger savings while safely operating
our businesses. This discipline has resulted in a positive variance in the second quarter. We
expect this O&M discipline will continue within each of our functions and businesses. We will
remain steadfast and laser‐focused in delivering our merger related savings.
Another focus area is to strengthen utility infrastructure to provide long‐term customer
value. In terms of capital expenditures, we anticipate an increase of system modernization
investment for Houston Electric and an increase in pipeline replacement work for our Natural
Gas Distribution businesses over the next couple of years. Despite the anticipated delay of
some capital at Indiana Electric beyond the 2023 timeframe, we continue to expect the overall
amount of capital for the 2019 – 2023 period will be maintained at the levels we provided in
our last 10K. Consistent with our past practice, we plan to provide a comprehensive update on
our capital investment program on the fourth quarter earnings call.
I will now turn to the consolidated quarter over quarter guidance basis EPS drivers on
slide 15. Excluding merger impacts, for the quarter we delivered 35 cents per diluted share on
a guidance basis, compared to 30 cents for the same quarter last year. I would like to highlight
three areas that contributed to our utilities’ strong performance. First, operating income of the
newly acquired Vectren utilities added 8 cents for the quarter. Second, rate relief provided a
positive impact of 4 cents, mainly attributable to the Transmission Cost of Service filing for
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Houston Electric and the Texas Gas Reliability Infrastructure Program filings for Natural Gas
Distribution. Lastly, O&M provided a positive variance of 2 cents. Overall, we are very pleased
with the utilities’ performance for the quarter.
Next, turning to slide 16, I will provide some details of the operating income for
CenterPoint Energy Services and Infrastructure Services. For energy services, lower gas prices
and lack of price volatility we experienced in the first quarter continued into the second
quarter. Price volatility we experienced this year has been more limited than any of the prior
three years. This was the primary driver for the $8 million unfavorable variance quarter over
quarter, excluding mark to market impacts.

We have revised our forecast for the remainder

of 2019 to reflect estimated gas sales margins consistent with those earned through the first six
months and to reflect reduced expectations of weather driven storage activity relative to 2018.
We are now estimating total operating income for the year of $35 to $45 million, excluding
mark to market impacts.
Our Infrastructure Services business performed well in the second quarter, achieving
operating income of $31 million, excluding merger related expenses. For reference, the
business’ second quarter operating income in 2018 was $28 million as part of Vectren.
Excluding merger‐related impacts, the full year operating income is expected to be $84 to $94
million, including the $10 million operating loss in January as part of Vectren. We anticipate
that full year results will be driven by both transmission and distribution work as we continue to
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work with a stable, core group of customers in our footprint. We look forward to continued
strong performance from infrastructure services for the remainder of the year.
Turning to slide 17 you will see a breakdown of consolidated diluted EPS on a guidance
basis and performance expectations for the remainder of 2019. On a guidance basis and
excluding merger impacts, year to date through June 30th, we have delivered 81 cents per
diluted share, 4 cents lower compared to the same period last year. Excluding weather and
potential other variability as noted on the slide, we expect to deliver 84 cents per diluted share
in the second half of this year, which translates into full year guidance basis EPS of $1.65, the
midpoint of our guidance range. This represents a 9 cent increase compared to the second half
of 2018. For the year, operating income from our utility operations is expected to be 62 cents
higher than 2018, driven by rate relief, customer growth, O&M management as well as newly
acquired jurisdictions. Operating income from energy services and infrastructure services are
expected to be 14 cents higher than last year, primarily driven by 18 cents from the newly
acquired infrastructure services, offset by a 4 cent decrease from energy services. We expect
earnings from midstream investments to be 6 cents short of the performance from last year,
reflecting the lower end of Enable’s earnings guidance for the year and the 2 cent dilution loss
we recorded in the first quarter. The remaining 65 cent variance is mainly driven by merger
financing impacts post February 1st and interest associated with debt acquired in the merger,
partially offset by lower income tax expense. For the full year, we anticipate roughly 75% of
earnings to be from our utilities.
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We are reaffirming the 2019 guidance basis EPS range of $1.60 to $1.70 and continue to
target a 5‐7% EPS growth CAGR through 2023 as shown on slide 18. In terms of 2020, let me
remind you that our business fundamentals are strong, and our key drivers for earnings growth
continue to be strong rate base growth from increased capital investment in our utilities, steady
utility customer growth, execution of our regulatory strategy and rate relief, as well as a full‐
year contribution from the Vectren utilities. As you know, we anticipate more clarity on the
Houston Electric rate case and Enable’s 2020 earnings guidance later this year, as well as
technology systems integration costs. We are beginning our normal planning process for the
forward year EPS forecast, which will incorporate these factors and culminate in our providing
the 2020 EPS forecast on the 4th quarter earnings call.
Before I conclude, I’d like to remind everyone of CenterPoint’s commitment to solid
investment grade credit quality. Our focus on improving credit quality is essential to providing
long‐term value to our customers and shareholders. Let me also remind everyone of our
recently declared dividend of 28.75 cents per share of common stock. This is approximately a
4% increase relative to a year ago and consistent with our 4% annual increases in dividends
over the last several years.
To summarize – We had a strong quarter and are well on our way to achieve our 2019
guidance basis EPS range of $1.60 to $1.70. We intend to hold our investment in Enable to help
fund a robust capital plan for our combined utilities. Finally, we continue to target a 5‐7% EPS
growth CAGR based largely on anticipated utility growth. CenterPoint is a strong,
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geographically diverse company with a sound value proposition. We are well‐positioned
operationally and strategically to deliver for our customers and provide financial growth to
enhance shareholder value.
I’ll now turn it back to David.
David Mordy – Director of Investor Relations
Thank you, Xia. We will now open the call to questions. In the interest of time, I will ask
you to limit yourself to one question and a follow up. Catherine…
Operator:
Our first question comes from the line of Insoo Kim of Goldman Sachs.
Insoo Kim:
Good morning. Thank you. Maybe just starting right off about with the 2020 guidance, I'm
appreciating all the different levers and drivers that you'll need to go through to provide us
with an update. But as of today, just given the prior guidance that was in place with the
midpoint of $1.82 at least on the regulated side, are you able to confirm that the regulated
growth that you had embedded previously is still intact for 2020?
Scott Prochazka:
Insoo, good morning. This is Scott. You know as we said earlier, we're going to go through the
whole exercise of updating our guidance through the planning process. But as Xia pointed out
we are continuing to invest in our utilities and the utilities get their growth through investment
and then subsequent recovery. So, the growth potential for our utilities is still very, very much
intact. But we're going to provide more clarity on exactly what that looks like as we complete
this planning process.
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Insoo Kim:
Understood. I guess understanding that Enable or other non‐regulated businesses, there may
be more volatility associated with that. But I just don't know if there were developments on the
regulatory – on the regulated side since a few months ago if that has made any changes to your
assumptions?
Scott Prochazka:
Yeah. There's not. We haven't said – we haven't gone through that process, but as we sit here
today we still have the same issues and levers and opportunities facing that business as we did
before.
Insoo Kim:
Understood. And thank you for the slide on all the cash contributions coming from the various
non‐reg businesses. Just when you look out into the capital plan over the next few years, is
there an updated thought on the first time you may need more meaningful equity?
Xia Liu:
Yes, like Scott pointed out, the capital program for the utility we think for 2019 to 2023 will be
consistent with what we disclosed before in our last 10‐K. The timing of the capital, like Scott
pointed out, could move around within this five‐year window. So in terms of a five‐year equity
issuance, we are not expecting a change at this time. The timing of it may be slightly different.
Operator:
Your next question comes from the line of Christopher Turnure with JP Morgan.
Christopher Turnure:
Good morning guys. One follow up on the last question about 2020 guidance and the decision
to maybe not reiterate that, you did reiterate the 5% to 7% growth off the 2018 base and the
bottom end of that is a $1.76. So that would be kind of in line with your prior bottom end. I just
wanted to make sure that your message is clear on that 5% to 7% growth rate over the long
term at least?
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Scott Prochazka:
That is still very clear. Yes, still very much intact.
Christopher Turnure:
Okay. And then the decision to take the Enable sale off the table I think is pretty clear and you
articulated the rationale behind that in the comments. But maybe you could give us more detail
on the timing choice as to why the decision was made yesterday and the idea that Enable is one
of many businesses you have that are non‐utility, how do you think about the rest of the
businesses and their contribution to the portfolio cash or business risk and otherwise?
Scott Prochazka:
So, from a timing standpoint, it's simply the result of us having completed an evaluation of our
thinking about that ownership. And it just culminated following some discussions with our
board and we chose Monday to disclose that following those discussions with our board. So,
that's the only thing that went into the timing and it was really driven by, as I said earlier, the
post‐merger environment given where we sit today with our capital requirements given what
Enable has done to de‐risk their business, observing the consistency of the cash flows and of
course as we know that the markets are really constructive for unit sales. So, it all fell together
for us to make this change and communicate the value of the cash flow that Enable brings to
our capital needs. I think your second – remind me of your second question if you would?
Christopher Turnure:
Maybe just kind of the broader picture with the contribution of the other non‐regulated
businesses to the company cash flow and business risk. How do you think about them?
Scott Prochazka:
So, we look at them as a source of cash. As Xia noted earlier, their EBITDA exceeds their capital
requirements. So, we look at them as a source of cash for funding. There is more risk in those
businesses certainly than the utilities. But we look to operate those in a way where we can
mitigate those risks. We do see the value there being the cash.
Christopher Turnure:
Okay. So, I guess no change from prior in terms of those businesses being core to the company?
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Scott Prochazka:
We – as I said earlier, we appreciate and enjoy realizing the cash that comes off of them. But
we constantly have to challenge ourselves to think about ways each of our businesses can
create more shareholder value ‐ it’s just part of our process and a great example is exactly
what we did with the Enable evaluation and the decision we made around keeping those units.
Christopher Turnure:
Okay. And then just one clarification kind of within this, this line of questioning, your prior or I
guess, current guidance still is that you don't need equity this year or next. Remind me if selling
Enable shares was part of that or selling Enable shares was part of your funding plan over the
long‐term kind of discreetly?
Xia Liu:
Selling Enable units was definitely part of the – in the mix and that's why we were actively out
there saying that that was one of the strategic options for us. So, now we've made a decision to
keep Enable, our midstream investment. So, as I said before I think the equity needs will be
driven by, primarily by, the timing of capital, as – for as example, so the five‐year window
between 2019 and 2023, if we see Houston Electric or the natural gas utilities needing more
capital more front ended, that potentially could advance the equity issuance, but because the
total capital, right now what we know today is not projected to be different for the five‐year
window. I think from a overall standpoint, the timing of the equity could be different, but the
overall five‐year impact should be the same or similar.
Christopher Turnure:
Okay. That's clear. And from that in the current plans that you have, there's no equity needs in
2019 or 2020?
Xia Liu:
Unless we, as I said before, unless we realize we're in the process of updating the details of the
capital needs, unless Houston Electric finds additional capital needs that we would need to fund
it sooner than before, then we might consider turning to debt or other options in the near
term, but we don't know that yet. We're going through the process – the planning process right
now.
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Operator:
Your next question comes from the line of Ali Agha with SunTrust.
Ali Agha:
Good morning. First question, just looking at the current year Scott or Xia, as you pointed out
you've changed again your energy services expectations now and rather than it being flat it will
be down about $0.04 year over year. Can you highlight or remind us what is the offset to that
$0.04 hit that keeps you in your range for this year?
Xia Liu:
Absolutely. You see our EPS walk for the year 2019, we expect $0.62 from our Utility, $0.62
increase compared to the same period 2018. So in other words our Utility – we expect our
Utility to offset the CES, we also have some favorable income tax expense items. So we are
maintaining the midpoint of a $1.65 despite of the $0.04 decrease expected from CES.
Ali Agha:
So just to clarify that Xia, are you saying that the tax benefit perhaps was not factored into your
previous budget or that the utilities are going to do better than what you were anticipating? I'm
just trying to reconcile how you...
Xia Liu:
It’s both. If you look at the second quarter, so quarter 2019 versus second quarter 2018, we
had $0.05 of positive variance and that's comprised of better utility performance and a little bit
higher income tax, favorable income tax. That was not planned. But some of the tax items that
you were aware of that we recorded last year, we did plan those. But there some positive
income tax variances that we didn't plan.
Ali Agha:
I see. And my second question, again a clarification, again Xia, you walked through some of the
drivers that will influence the 2020 outlook usual electric rate case and some costs et cetera.
So, in summary just to benchmark it for all of us, is that, the pressure is to probably put a little
bit downward headwind to the 2020 that you were
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looking at a few months ago or does it not change that, does it move it slightly higher. Can you
just calibrate this, so we have a better sense of framework of how 2020 is shaping up today
versus last quarter?
Xia Liu:
We're not ready to comment on 2020. We're going through the normal planning process. We
want to build a bottom up plan that incorporates all the newly acquired jurisdictions to really
go through a disciplined process to give you a clear picture about 2020. So, we need time to do
that, as Scott iterated just now, we do expect strong utility capital investment program. We do
have ‐ we're laser‐focused on O&M management. So, the business fundamentals are still the
same, but we need to go through the process, we need to hear Enable's 2020 guidance and all
that is to lead us to want to take a pause and really let the normal process do its work and give
you a guidance on the fourth quarter call.
Ali Agha:
Right. And just to clarify there again. Is there anything you've heard or seen today at Enable
today that is looking different than what you were assuming when you laid the 2020 guidance
out for us originally?
Xia Liu:
We did not comment on Enable. The one thing you didn't know is we took the lower end of the
guidance range to develop our 2019 EPS walk.
Operator:
Your next question comes from the line of Julien Dumoulin‐Smith from Bank of America.
Julien Dumoulin‐Smith:
So, a lot of little clean up items here from the last two questions, may be just kicking things off.
Can you just affirm, you've obviously put the five‐year CAGR out there once more, can you kind
of give us a sense is the individual [Technical Difficulty] more than five years still intact that
maybe this is another way to reconcile the 2020 guidance?
Scott Prochazka:
Julien, I think you're breaking up a little bit there. Could you just restate your question?
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Julien Dumoulin‐Smith:
Is the five‐year CAGR, do you think about each of the individual years implied from that
compounding growth factor still intact with respect to each of the individual discrete years?
Scott Prochazka:
Well, Julien probably the best way to answer this is when we're looking at the five‐year plan,
the focus is on the effects of investment over a longer period of time, getting out to the end.
What the actual impacts are for a given year, and in particular, as we think about 2020 is going
to really become clear as we complete this planning process. So while we've got confidence in
our CAGR I would say that what we – what this planning process needs to do is really zero in on
what our 2020 number looks like as we build it up from a combined company perspective as
opposed to the way we had been building it up which was based on a prior plan and making
adjustments to the prior plan. So, it's a – I don't want to get out in front of my answer on 2020,
but I do know, I can't tell you that as we think about the performance of our business on an
annual basis, it's still very much driven very heavily by the investments we make in our utilities
and the recovery of those investments.
Julien Dumoulin‐Smith:
Got it. Excellent. And then following‐up here, the CapEx, you talked about the remaining impact
with respect to the 10‐K from 2018, does that assume no Vectren electric generation then,
through 2023? You obviously caveat that the timing might be post 2023. And then separately
we understand coal ash is perhaps a relevant factor here in the state as well. I suppose with
respect to both generation and coal ash, if there is indeed the RFP executed according to plan,
could we see either of those items put back or would that be incremental to the 10‐K at that
point?
Xia Liu:
We are assuming – we're not, we don't want to get ahead of the process, the IRP process. The
team is working very hard on the ground to work with the stakeholders for solutions. But we
would expect some spending through 2023 related to the IRP. It probably would not be to the
amount that we originally shared with you. But we also know that the pipeline replacement
program requires additional capital. We also know that the system modernization program at
CEHE requires more capital. So, I would say that from the overall standpoint you would look at
the five year as it would be very similar from what you have before.
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Julien Dumoulin‐Smith:
And then quickly on the utility side, what are the prospects for settlement at this point given
where we stand in the case, especially turning into September?
Scott Prochazka:
Julien, there's always an opportunity for settlement in these cases. I would say at the moment
that conversations are being had, but they're not overly active. So, we'll still have time between
now and when the commission meets to pursue one. I don't know how to handicap it. I can't
say that settlements have occurred in the state before. But there are also many cases where
the rate case has actually gone to the commission for decision. So, tough to handicap this one,
but I don't want to say that settlement is off the table.
Julien Dumoulin‐Smith:
Got it. Great. And sorry last quick clarification on integrating the technology systems ‐ that's a
different set of assumptions and the synergy assumptions you initially articulated and I think
was reiterated today of $75 million to $100 million…?
Scott Prochazka:
Those systems that we talked about, the systems integration work, is more in line of the cost to
achieve dollars that would be spent. So, it's – those are what I'll say cost to achieve dollars and
they're not going to impact the $75 million to $100 million of savings that we have planned for
2020.
Julien Dumoulin‐Smith:
Okay, fair enough. There a net against that rather, at least for 2020?
Scott Prochazka:
What do you mean by a net against?
Julien Dumoulin‐Smith:
They’re a reduction to the synergy savings that you've targeted?
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Scott Prochazka:
To the extent that there's cost to achieve dollars spent in 2020 that would obviously come out
of our financials, if that's what you're asking.
Julien Dumoulin‐Smith:
Okay. Fair enough. I'll leave it there. Thank you guys.
Operator:
Your next question comes from Michael Weinstein with Credit Suisse.
Michael Weinstein:
A lot of questions have been answered but on system integration costs, would you say that
those are weighted in any kind of way between 2019 or 2020? Is it more of or is it evenly
spread over the two years?
Xia Liu:
We're in the process of finalizing the estimate on the integration costs. I think we have
appendix slide in the earnings deck that we described the details of the year‐to‐date spend and
the year‐to‐date roughly we have spent a $150 million, and so we continue to expect a similar
range we've previously disclosed with you. The timing of it depending on the system
integration costs estimation process, could be slightly different from prior, but the total amount
should be relatively the same, very similar.
Michael Weinstein:
And I'm just trying to get a sense of how that timing might be changing, and whether that's a
significant source of uncertainty in the 2020 number that caused you to pull the guidance from
– for that year?
Xia Liu:
It wasn't. I think we wanted to go through, again go through the rigorous process, build up the
plan, and to have visibility about the variability, the factors we described. One thing we are
thinking about is if the integration process goes beyond 2020, how should we treat the cost to
achieve, within or outside of the guidance range.
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Michael Weinstein:
But currently it's inside the guidance range, right? It's actually included.
Xia Liu:
Currently, yes.
Michael Weinstein:
Right. So I mean, in fact, my question would be whether it might be more appropriate to
exclude them. But, I mean, if they do continue past 2020, then you might consider including
them I guess. But they’re already being included, right?
Scott Prochazka:
Yeah. I think you said it very well. If it does pass 2020, the likelihood is that we would exclude it
from guidance going forward.
Michael Weinstein:
I see. So the longer it lasts, the more likely you might be to exclude it.
Xia Liu:
Correct.
Michael Weinstein:
And that would include from 2020 as well?
Xia Liu:
Correct.
Operator:
Your next question comes from the line of Greg Gordon with Evercore.
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Greg Gordon:
I think the full waterfront of questions has been asked. I do have one, sort of, incremental one
though with regard to as you're thinking about tightening up your and reissuing your guidance
range for 2020 amongst the other things that you're trying to batten down the hatches on, is
one of them that sort of the ‐ there's been a lot little bit of a moving target with regard to cash
flow and financing needs does it pertains to Enable and the underlying. As you pointed out
earlier Scott, just a higher level of volatility in the unregulated suite of businesses
notwithstanding the fact they’re a small piece of the overall company. But is the denominator
not just the numerator part of the sort of the restacking of the guidance in that you have to
make sure you've got your financing sources and uses tightened down?
Xia Liu:
Absolutely. That's definitely part of the equation.
Operator:
Your next question comes from the line of Ashar Khan with Verition.
Ashar Khan:
Hi. Good morning. I just wanted to check some remarks that you've made. So, in the second
quarter in slide 15, in the other section you have $0.04 of reduced income tax expense. Are you
saying that's likely not to repeat itself as we build next year in 2020, so that's something that is
one‐time in nature for this year and it's not repeatable for next year?
Xia Liu:
Correct.
Ashar Khan:
Okay. So, that is if I'm have the....
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Xia Liu:
When I say correct we – the positive variance, this year we experienced was driven by some
state law change related to state income tax. So, the state law change will stay, we expect the
law to stay the same in 2020. So you wouldn't see another positive variance, it doesn't mean
that the tax rate will go up next year. So, I want to make sure I'm not misleading you when I say
the one‐time.
Ashar Khan:
Okay. Okay.
Xia Liu:
Does that make sense?
Ashar Khan:
It makes sense. But so it's like it's a permanent change, so it remains there going forward
period, correct?
Xia Liu:
Correct. Yes.
Ashar Khan:
Okay. I just wanted to kind of like clarify. And then Enable said that they're going to take the
write‐off I guess in the fourth quarter, right. So, then the lower Enable guidance that you have
for the second half, is that primarily in the fourth quarter as we look into the third quarter and
fourth quarter?
Xia Liu:
I don't have the quarterly breakdown, it's projected to be for the year, $0.06 year to date. They
are positive too. So, the second – for the second half of the year we have $0.08 downside
compared to the same period of last year. For the full year it’s $0.06 down.
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Operator:
Your next question comes from the line of Paul Patterson with Glenrock Associates.
Paul Patterson:
Just wanted to follow up on Enable a little bit. You mentioned the sort of the enhancements
that you see in terms of its de‐risking and its increase in the distributions and everything. But
what sort of is left out is sort of the valuation which as you know it's gone down a bit and I'm
just sort of wondering if you could elaborate a little bit more on sort of how you guys look at
Enable sort of longer term here and how the actual – the valuation of the other company has in
any way influenced it or the ability you to execute getting out of it and what have you, just how
should we think about that?
Scott Prochazka:
So just a couple of thoughts. One, clearly the valuation issues that the sector is seeing is a factor
in terms of the ability to sell those units without incredible tax leakage, and therefore a very
non‐value creating transaction for shareholders. So the market clearly has made the idea of
selling something more challenging. But the fundamental issue for us was just one around given
where Enable sits today in its financial health and how they've de‐risk their business. Their
ability to continue to provide cash to us that we use for investment, we feel better about today
perhaps than we did years ago. So with their change in their coverage ratios and with their ‐
some of the shifts in their contracting and some things that they've done to de‐risk their
business and knowing that they made it through the more severe downturn years ago without
having to cut distributions we see the real value of Enable being as a source of cash for our
capital needs.
Paul Patterson:
So we shouldn't think about perhaps that changing much, even if there's a significant change in
valuation. Is that correct? Obviously there's, at some point, you guys will sell anything I assume.
But just... but outside of that sort of a huge change we really shouldn't think of you guys making
much of a change in your ownership? Is that correct?
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Scott Prochazka:
That is correct. We went through an analysis, we've spent time as a management team
certainly with our board around our position on this and have arrived at the conclusion that we
believe it's more valuable now to keep and utilize the cash flows and it is to sell.
Paul Patterson:
Okay. And then just on the Vectren legacy non‐reg stuff , how should we think about what your
experience has been so far in those businesses, your ability to integrate them and what have
you and what your outlook for them is? Is it the same as it was during when you guys
announced the merger and just you guys had more time to sort of kick the tires here and what
have you, any thoughts about how the composition of that might change or just how the
performance of that the outlook for that going forward is?
Scott Prochazka:
Our view on that business hasn't really changed. We got a good quality management team that
came over with the acquisition. The management team over there knows this business well and
operates it extremely well. They have, as you've noted, increased their business so their
business performance this year is anticipated to be better than last year and that's as a result of
expanding both their distribution business and some of their transmission business. Continue to
see strong demand for that type of work out in the market. So as we sit here today, we see that
as a business that has good fundamentals to keep driving its performance.
Operator:
Your next question comes from the line of Charles Fishman with Morningstar.,
Charles Fishman:
Slide 14. So the three bullet points at the bottom, you're taking CapEx from Indiana Electric and
I would assume most of that would have been subject to a traditional rate base. You're pushing
it to natural gas distribution, pipe replacement, and grid mod at Houston Electric lot of that is
covered by rate trackers or at least more regularly scheduled type rate adjustments without
going through a full blown rate case. I would think on that CapEx piece, that piece, you should
have some pretty good clarity. Am I correct or am I missing something?
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Scott Prochazka:
Clarity and with respect to the additional dollar amount or clarity with respect to how we would
recover the investments?
Charles Fishman:
Recover the investment in earnings power.
Scott Prochazka:
You are correct. We do have clarity on that. That's right.
Charles Fishman:
Okay. So then and another question on slide 14. You listed the customer growth for Houston
Electric, customer growth for natural gas distribution. Do you have some stat of what kind of
customer growth you're experiencing at Indiana Electric going back a year ago when Vectren
owned it?
Xia Liu:
They stayed pretty flat. But it's a very small portion of our total customer accounts. It accounts
for 145,000 customers for the entire Indiana Electric.
Charles Fishman:
Okay. So it's just really not moving the needle whether it's growing or not. I got it.
Xia Liu:
No, it doesn’t move.
David Mordy:
Thank you everyone for your interest in CenterPoint Energy. We will now conclude our second
quarter 2019 earnings call. Have a great day.
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Headquartered in Houston, Texas, CenterPoint Energy, Inc. is an energy delivery company with regulated utility
businesses in eight states and a competitive energy businesses footprint in nearly 40 states. Through its electric
transmission & distribution, power generation and natural gas distribution businesses, the company serves more than
7 million metered customers in Arkansas, Indiana, Louisiana, Minnesota, Mississippi, Ohio, Oklahoma and Texas.
CenterPoint Energy’s competitive energy businesses include natural gas marketing and energy-related services;
energy efficiency, sustainability and infrastructure modernization solutions; and construction and repair services for
pipeline systems, primarily natural gas. The company also owns 53.8 percent of the common units representing
limited partner interests in Enable Midstream Partners, LP, a publicly traded master limited partnership that owns,
operates and develops strategically located natural gas and crude oil infrastructure assets. With approximately
14,000 employees and approximately $34 billion in assets, CenterPoint Energy and its predecessor companies have
been in business for more than 150 years. For more information, visit CenterPointEnergy.com.
This news release includes forward-looking statements within the meaning of the Private Securities Litigation
Reform Act of 1995. These forward-looking statements are based upon assumptions of management which are
believed to be reasonable at the time made and are subject to significant risks and uncertainties. Actual events and
results may differ materially from those expressed or implied by these forward-looking statements. Any statements
in this news release regarding future earnings, and future financial performance and results of operations, including,
but not limited to earnings guidance, targeted dividend growth rate and any other statements that are not historical
facts are forward-looking statements. Each forward-looking statement contained in this news release speaks only as
of the date of this release.
Risks Related to CenterPoint Energy
Important factors that could cause actual results to differ materially from those indicated by the provided forwardlooking information include risks and uncertainties relating to: (1) the performance of Enable Midstream Partners,
LP (Enable), the amount of cash distributions CenterPoint Energy receives from Enable, Enable’s ability to redeem
the Enable Series A Preferred Units in certain circumstances and the value of CenterPoint Energy’s interest in
Enable, and factors that may have a material impact on such performance, cash distributions and value, including
factors such as: (A) competitive conditions in the midstream industry, and actions taken by Enable’s customers and
competitors, including the extent and timing of the entry of additional competition in the markets served by Enable;
(B) the timing and extent of changes in the supply of natural gas and associated commodity prices, particularly
prices of natural gas and natural gas liquids (NGLs), the competitive effects of the available pipeline capacity in the
regions served by Enable, and the effects of geographic and seasonal commodity price differentials, including the
effects of these circumstances on re-contracting available capacity on Enable’s interstate pipelines; (C) the demand
for crude oil, natural gas, NGLs and transportation and storage services; (D) environmental and other governmental
regulations, including the availability of drilling permits and the regulation of hydraulic fracturing; (E) recording of
goodwill, long-lived asset or other than temporary impairment charges by or related to Enable; (F) changes in tax
status; and (G) access to debt and equity capital; (2) CenterPoint Energy’s expected benefits of the merger with
Vectren Corporation (Vectren) and integration, including the outcome of shareholder litigation filed against Vectren
that could reduce anticipated benefits of the merger, as well as the ability to successfully integrate the Vectren
businesses and to realize anticipated benefits and commercial opportunities; (3) industrial, commercial and
residential growth in CenterPoint Energy’s service territories and changes in market demand, including the demand
for CenterPoint Energy’s non-utility products and services and effects of energy efficiency measures and
demographic patterns; (4) the outcome of the pending Houston Electric rate case; (5) timely and appropriate rate
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actions that allow recovery of costs and a reasonable return on investment; (6) future economic conditions in
regional and national markets and their effect on sales, prices and costs; (7) weather variations and other natural
phenomena, including the impact of severe weather events on operations and capital; (8) state and federal legislative
and regulatory actions or developments affecting various aspects of CenterPoint Energy’s and Enable’s businesses,
including, among others, energy deregulation or re-regulation, pipeline integrity and safety and changes in
regulation and legislation pertaining to trade, health care, finance and actions regarding the rates charged by our
regulated businesses; (9) tax legislation, including the effects of the comprehensive tax reform legislation informally
referred to as the Tax Cuts and Jobs Act (which includes any potential changes to interest deductibility) and
uncertainties involving state commissions’ and local municipalities’ regulatory requirements and determinations
regarding the treatment of excess deferred income taxes and CenterPoint Energy’s rates; (10) CenterPoint Energy’s
ability to mitigate weather impacts through normalization or rate mechanisms, and the effectiveness of such
mechanisms; (11) the timing and extent of changes in commodity prices, particularly natural gas and coal, and the
effects of geographic and seasonal commodity price differentials; (12) the ability of CenterPoint Energy’s and
CERC’s non-utility business operating in the Energy Services reportable segment to effectively optimize
opportunities related to natural gas price volatility and storage activities, including weather-related impacts; (13)
actions by credit rating agencies, including any potential downgrades to credit ratings; (14) changes in interest rates
and their impact on CenterPoint Energy’s costs of borrowing and the valuation of its pension benefit obligation; (15)
problems with regulatory approval, legislative actions, construction, implementation of necessary technology or
other issues with respect to major capital projects that result in delays or in cost overruns that cannot be recouped in
rates; (16) the availability and prices of raw materials and services and changes in labor for current and future
construction projects; (17) local, state and federal legislative and regulatory actions or developments relating to the
environment, including those related to global climate change, air emissions, carbon, waste water discharges and the
handling and disposal of coal combustion residuals (CCR) that could impact the continued operation, and/or cost
recovery of generation plant costs and related assets; (18) the impact of unplanned facility outages or other closures;
(19) any direct or indirect effects on CenterPoint Energy’s or Enable’s facilities, operations and financial condition
resulting from terrorism, cyber-attacks, data security breaches or other attempts to disrupt CenterPoint Energy’s
businesses or the businesses of third parties, or other catastrophic events such as fires, ice, earthquakes, explosions,
leaks, floods, droughts, hurricanes, tornadoes, pandemic health events or other occurrences; (20) CenterPoint
Energy’s ability to invest planned capital and the timely recovery of CenterPoint Energy’s investments, including
those related to the generation transition plan; (21) CenterPoint Energy’s ability to successfully construct and
operate electric generating facilities, including complying with applicable environmental standards and the
implementation of a well-balanced energy and resource mix, as appropriate; (22) CenterPoint Energy’s ability to
control operation and maintenance costs; (23) the sufficiency of CenterPoint Energy’s insurance coverage, including
availability, cost, coverage and terms and ability to recover claims; (24) the investment performance of CenterPoint
Energy’s pension and postretirement benefit plans; (25) commercial bank and financial market conditions,
CenterPoint Energy’s access to capital, the cost of such capital, and the results of CenterPoint Energy’s financing
and refinancing efforts, including availability of funds in the debt capital markets; (26) changes in rates of inflation;
(27) inability of various counterparties to meet their obligations to CenterPoint Energy; (28) non-payment for
CenterPoint Energy’s services due to financial distress of its customers; (29) the extent and effectiveness of
CenterPoint Energy’s and Enable’s risk management and hedging activities, including but not limited to, financial
and weather hedges and commodity risk management activities; (30) timely and appropriate regulatory actions,
which include actions allowing securitization, for any future hurricanes or natural disasters or other recovery of
costs, including costs associated with Hurricane Harvey; (31) CenterPoint Energy’s or Enable’s potential business
strategies and strategic initiatives, including restructurings, joint ventures and acquisitions or dispositions of assets
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or businesses, which CenterPoint Energy and Enable cannot assure will be completed or will have the anticipated
benefits to CenterPoint Energy or Enable; (32) the performance of projects undertaken by CenterPoint Energy’s nonutility businesses and the success of efforts to realize value from, invest in and develop new opportunities and other
factors affecting those non-utility businesses, including, but not limited to, the level of success in bidding contracts,
fluctuations in volume and mix of contracted work, mix of projects received under blanket contracts, failure to
properly estimate cost to construct projects or unanticipated cost increases in completion of the contracted work,
changes in energy prices that affect demand for construction services and projects and cancellation and/or reductions
in the scope of projects by customers and obligations related to warranties and guarantees; (33) acquisition and
merger activities involving CenterPoint Energy or its competitors, including the ability to successfully complete
merger, acquisition and divestiture plans; (34) CenterPoint Energy’s or Enable’s ability to recruit, effectively
transition and retain management and key employees and maintain good labor relations; (35) the outcome of
litigation; (36) the ability of retail electric providers (REPs), including REP affiliates of NRG Energy, Inc. and Vistra
Energy Corp., formerly known as TCEH Corp., to satisfy their obligations to CenterPoint Energy and its
subsidiaries; (37) changes in technology, particularly with respect to efficient battery storage or the emergence or
growth of new, developing or alternative sources of generation; (38) the timing and outcome of any audits, disputes
and other proceedings related to taxes; (39) the effective tax rates; (40) the transition to a replacement for the
LIBOR benchmark interest rate; (41) the effect of changes in and application of accounting standards and
pronouncements; and (42) other factors discussed in CenterPoint Energy’s Annual Report on Form 10-K for the
fiscal year ended December 31, 2018, CenterPoint Energy’s Quarterly Report on Form 10-Q for the quarters ended
March 31, 2019 and June 30, 2019 and other reports CenterPoint Energy or its subsidiaries may file from time to
time with the Securities and Exchange Commission.
Use of Non-GAAP Financial Measures by CenterPoint Energy in Providing Guidance
In addition to presenting its financial results in accordance with generally accepted accounting principles (GAAP),
including presentation of income available to common shareholders and diluted earnings per share, CenterPoint
Energy also provides guidance based on adjusted income and adjusted diluted earnings per share, which are nonGAAP financial measures. Generally, a non-GAAP financial measure is a numerical measure of a company’s
historical or future financial performance that excludes or includes amounts that are not normally excluded or
included in the most directly comparable GAAP financial measure. CenterPoint Energy’s adjusted income and
adjusted diluted earnings per share calculation excludes from income available to common shareholders and diluted
earnings per share, respectively, the impact of ZENS and related securities and mark-to-market gains or losses
resulting from the company’s Energy Services business. CenterPoint Energy’s guidance for 2019 also does not
reflect certain impacts associated with the Vectren merger, which are integration and transaction-related fees and
expenses, including severance and other costs to achieve anticipated cost savings as a result of the merger and
merger financing impacts in January, prior to the completion of the merger due to the issuance of debt and equity
securities to fund the merger that resulted in higher net interest expense, preferred stock dividend requirements and
higher common stock share count. CenterPoint Energy is unable to present a quantitative reconciliation of forwardlooking adjusted income and adjusted diluted earnings per share because changes in the value of ZENS and related
securities and mark-to-market gains or losses resulting from the company’s Energy Services business are not
estimable as they are highly variable and difficult to predict due to various factors outside of management’s control.
These excluded items, along with the excluded impacts associated with the merger, could have a material impact on
GAAP reported results for the applicable guidance period.
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Management evaluates the company’s financial performance in part based on adjusted income and adjusted diluted
earnings per share. Management believes that presenting these non-GAAP financial measures enhances an investor’s
understanding of CenterPoint Energy’s overall financial performance by providing them with an additional
meaningful and relevant comparison of current and anticipated future results across periods. The adjustments made
in these non-GAAP financial measures exclude items that Management believes does not most accurately reflect the
company’s fundamental business performance. These excluded items are reflected in the reconciliation tables of this
news release, where applicable. CenterPoint Energy’s adjusted income and adjusted diluted earnings per share nonGAAP financial measures should be considered as a supplement to, and not as a substitute for, or superior to,
income available to common shareholders and diluted earnings per share, which respectively are the most directly
comparable GAAP financial measures. These non-GAAP financial measures also may be different than non-GAAP
financial measures used by other companies.
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