Third Quarter 2019 Earnings Conference Call
November 7, 2019
David Mordy – Director of Investor Relations
Thank you, Jemiria. Good morning, everyone. Welcome to our third quarter 2019
earnings conference call. Scott Prochazka, president and CEO, and Xia Liu, executive vice
president and CFO, will discuss our third 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 on our website.
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 our website.
Today, management will discuss certain topics that will contain projections and forwardlooking 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,
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regulatory actions, the economy, commodity prices and other risk factors noted in our SEC
filings.
We will also discuss guidance for 2019. The 2019 guidance basis EPS range excludes
variables as provided in our press release, including:


Certain merger impacts such as
o Integration and transaction-related fees and expenses, including severance and
other costs to achieve; and
o Merger financing impacts in January, prior to the completion of the merger and



Potential impacts of the pending Houston Electric rate case.
The 2019 guidance range considers factors described in our press release and slides,

including operations performance to date and assumptions for certain significant variables that
may impact earnings, such as normal customer growth, usage, and weather, throughput,
commodity prices, recovery of capital invested through rate cases and other rate filings (but
excluding any potential impact from the current Houston Electric rate case), 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 and assumes the lower end of Enable
Midstream Partners’ 2019 guidance range as provided on Enable’s 3rd quarter earnings call on
November 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 and potential impacts of the pending Houston Electric rate
case, 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. I’m very pleased to report we had
an excellent quarter.
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Turning to slide 5, excluding merger impacts, this morning we reported third quarter
adjusted earnings on a guidance basis of 53 cents per diluted share, compared with 39 cents, in
the third quarter of 2018. Given this strong performance, we expect full year guidance basis
EPS to be near the upper end of our EPS guidance range of $1.60 - $1.70. Xia will cover our
financials in greater detail shortly.
Turning to slide 6, let me begin my update on Houston Electric by sharing what sets
Houston Electric apart. Since the beginning of this decade, Houston Electric has added over
400,000 customers, an increase of more than 20%. To keep pace with this growth, and address
needs for enhanced reliability and resiliency, the utility has invested close to $8 billion dollars
on transmission and distribution infrastructure, including approximately $1.5 billion dollars of
investment that is serving customers today but is not yet in rates. We work hard to provide
safe, reliable, value-added service for our customers every day, and we have helped the city of
Houston weather numerous storms, including Hurricane Harvey. In 2018, we were the
recipient of the Edison Electric Institute’s Emergency Recovery Award for our restoration efforts
following Hurricane Harvey and other severe storm incidents. Our performance can be largely
credited to the investments we have made to harden and advance our system. Meanwhile,
we’ve been able to keep rates low while achieving the highest residential customer satisfaction
ranking among investor-owned utilities.
Moving now to the status of the Houston Electric rate case, let me comment on the
proposal for decision or PFD put forward by the Administrative Law Judges. This document is
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an interim step in the process and the outcome will ultimately be decided by the
commissioners of the Public Utility Commission of Texas or PUCT.
On slide 7, we show the reduction in operating income and funds from operations or
FFO as compared to our request, and the amount we would have to write off from our rate
base if the PFD were adopted in full. The proposed reduction in operating income of almost
$30 million compared to current rates and the reduction in FFO of over $100 million was not
anticipated in our prior 2020 EPS guidance nor our 5-year earnings growth projection. We
expected a reasonable increase of operating income from today’s rates and a full recovery of
our capital investment. The proposed reduction in earnings is inconsistent with our rate filing
which was heavily driven by recovery of over $1 billion in capital that has already been put in
service for customers for 2018, but is not yet being recovered in rates.
Let me remind you that the PFD is not an order from the PUCT. We have faith in the full
regulatory process and remain hopeful the Commissioners will make a balanced decision that
will allow Houston Electric to recover all of its capital investments and maintain its credit
quality, financial integrity and current high-quality operations and customer service. We look
forward to a constructive resolution of this case.
Slide 8 outlines an estimated timeline for the case going forward. We anticipate our
case will be initially addressed at the next PUCT open meeting on November 14th and
continuing, if necessary, at the December 13th open meeting. After the PUCT issues the final
order, new rates will go into effect 45 days later.
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Our Natural Gas Distribution businesses are also performing well. Looking at slide 9,
since the beginning of this decade, CenterPoint Energy legacy gas utilities have increased
customers by nearly 10%, and invested over $5 billion dollars on infrastructure. In addition, we
added over 1 million gas utility customers from the merger earlier this year. Today, as a
combined gas utility, our expected investment for 2019 is over $1 billion. We work hard to
provide safe, reliable, value-added services fto our customers every day. Additionally, we
achieved the highest residential customer satisfaction ranking from J.D. Power among large
southern region utilities and have kept rates low.
For Natural Gas Distribution, as shown on slide 10, since the last call, we have received
approval for an aggregate of $41 million of annualized revenue increases. Specifically, we
settled the Ohio rate case, receiving a $23 million increase in the annual revenue requirement.
We also received approval for our Distribution Replacement Rider filing in Ohio and Formula
Rate Plan filing in Arkansas, resulting in annualized rate relief of $11 million and $7 million,
respectively. Additionally, a Conservation Incentive Plan bonus of $11 million was approved in
Minnesota. Furthermore, we recently filed mechanisms in Indiana and Louisiana, as well as a
general rate case in Minnesota requesting a $62 million increase in the annual revenue
requirement and $53 million for interim rates proposed to go into effect at the beginning of
next year. Lastly, we anticipate filing a general rate case for our Beaumont/East Texas division
later this year.
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Turing to slide 11, we are on track in Indiana with developing our Integrated Resource
Plan, or IRP, and we continue to anticipate filing the plan during the second quarter of next
year. We are eager to put forward a plan that reduces carbon emissions, maintains grid
integrity and provides reasonable rates for customers. Following the completion of the IRP, we
will submit a new investment request plan to the Indiana Utility Regulatory Commission that
reflects the IRP outcomes.
On slide 12, let me give you some highlights noted on Enable’s earnings call
yesterday. First, they are focused on executing growth projects, including Gulf Run and the
Merge, Arkoma, SCOOP and STACK transportation project. Second, despite the decline in rig
count, rig efficiencies continue to help support volumes. Third, Enable continues to generate
strong cash flows, and they forecast a strong distribution coverage for 2020. Lastly, Enable
announced their 2020 guidance of $385 to $445 million of net income attributable to common
units.
On slide 13 we show that, since its formation, through our ownership of common units,
Enable has provided approximately $1.8 billion in cash distributions to CenterPoint and we
expect the total amount to grow to more than $3 billion by the end of 2023. The distributions
from Enable provide an efficient source of cash to support our utility infrastructure
investments.
Let me close by saying that I am very pleased with our performance in the third quarter
and anticipate a strong finish to 2019. As noted on slide 14, as part of our overall strategy to
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improve earnings quality through increased relative contribution from our utilities, we continue
to focus on the areas I outlined on the last earnings call: executing on merger integration and
regulatory proceedings, managing O&M and continuing to invest in our utilities. Our nonutility businesses continue to provide cash which helps fund the investments needed to serve
our regulated service territories.
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 – Executive Vice President & CFO
Thank you, Scott, and good morning everyone.
I will now turn to the consolidated quarter over quarter guidance basis EPS drivers on
slide 16. Excluding merger impacts, for the quarter we delivered 53 cents per diluted share,
compared to 39 cents for the same quarter last year.
Our utilities provided a 23-cent positive variance. I would like to highlight four areas
which contributed to our utilities’ strong performance.
First, operating income of the acquired Vectren utilities added 10 cents for the quarter.
Second, O&M savings provided a positive variance of 8 cents.
Third, rate relief and customer growth provided a positive impact of 5 cents.
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Lastly, warmer than normal weather in our Houston Electric service territory provided
approximately 3 cents of positive impact for the quarter.
Our utilities continue to deliver strong results and we are very pleased with their
performance this quarter.
Our non-utility businesses provided a combined positive variance of 10 cents quarter to
quarter. Energy services and infrastructure services performed as expected, providing a
positive variance of 11-cents. Midstream investments provided a 1-cent negative variance.
Merger financing and interest expenses are the primary drivers for the remaining
negative variance of 19 cents, partially offset by a positive variance of 3 cents driven by lower
effective income tax rate.
Turning to slide 17, let me provide you some additional color on our utility businesses’
strong performance in the third quarter. Houston Electric added more than 48,000 customers
year-over-year, which equates to approximately 2% growth. Our Natural Gas Distribution
business added more than 47,000 customers year-over-year in our legacy jurisdictions, which
equates to approximately 1.4% growth. Including the over 1 million customers acquired from
the merger, our Natural Gas Distribution business is now the nation’s second largest gas utility
by customer count, serving more than 4.5 million customers.
As Scott mentioned, we continue to see momentum from our focus on O&M
management. Looking at slide 18, we are forecasting a positive year over year O&M variance of
9 of 30

Third Quarter 2019 Earnings Conference Call
November 7, 2019
close to $100 million for 2019 across all 15 regulated jurisdictions. This represents 6% year over
year reduction. This is a combination of merger savings and our general O&M discipline
efforts. This holistic expense management approach will continue to be our focus going
forward.
In terms of utility capital investment, we expect full year 2019 to be approximately $100
million higher than originally planned. The additional investment is related to system
modernization at Houston Electric and increased pipeline replacement work for our Natural Gas
Distribution businesses. As discussed on our last call, we anticipate the overall amount of
capital investment in utilities for the 2020 – 2024 period will be maintained at the levels from
the previous 5-year plan. Our capital planning process is in full swing and we plan to provide a
comprehensive update on our capital investment program on the fourth quarter earnings call.
We must become more efficient while maintaining our strong focus on safely operating
our businesses and investing in infrastructure to provide clean, safe, reliable and affordable
services to our customers. We will remain focused on managing expenses, efficiently allocating
capital and earning close to our allowed ROEs.
Turning to slide 19 you will see a breakdown of consolidated diluted guidance basis EPS
and performance expectations for the remainder of 2019.
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On a guidance basis, and excluding merger impacts, year to date through September,
we have delivered $1.34 per diluted share, 10 cents higher compared to the same period last
year.
Looking forward to the end of the year, operating income from our utility businesses for
the year is expected to be 65 cents higher than 2018, driven by rate relief, customer growth,
O&M management, weather, as well as newly acquired jurisdictions.
Operating income from energy services and infrastructure services is expected to be 13
cents higher than last year, primarily driven by an 18 cent increase from the newly acquired
infrastructure services, offset by a 5 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.
The remaining 63 cent negative variance is driven by 65 cents attributable to merger
financing impacts, partially offset by a positive variance of 2 cents as a result of interest
expense and tax.
In summary, excluding potential other variability, as noted on the slide, we expect to
deliver full year 2019 guidance basis EPS near the top end of our 1.60 – 1.70 guidance range.
I understand investors are eager to hear clarity around some of the developments
surrounding our 2020 guidance and EPS growth forecast. Slide 20 provides a high-level timeline
outlining several key activities over the next few months. Yesterday, Enable provided their
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2020 earnings guidance. In the coming months, we expect clarity on the pending Houston
Electric rate case, further refinement of the five-year capital plan including technology
integration costs, and the resulting financing plan.
Let me share some thoughts on how we plan to provide guidance on the 4 th quarter call.
First of all, with respect to merger related synergies, we are on track to exceed the $50
million targeted for 2019. And, given our year-over-year O&M reduction is approaching $100
million this year, we are already on target for our anticipated synergies for 2020. Following this
year, we will focus on consolidated O&M management rather than discussing synergies
separately from general O&M management.
Second, we are on track with respect to merger integration and expect total costs to
achieve to be between $210 to $230 million for 2019. We are in the process of finalizing our
technology integration plan and expect to provide an updated estimate for cost to achieve
beyond 2019 on the fourth quarter earnings call. Given that these costs are not reflective of
ongoing earnings potential, we intend to continue to exclude costs to achieve from guidance
going forward.
Third, we intend to provide 2020 earnings guidance for CenterPoint businesses,
excluding Enable earnings. Separately, we will provide an earnings range from Enable based on
the public guidance they have provided. In addition, we plan to provide multi-year utility EPS
growth targets. We believe this approach will better highlight many important aspects of our
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utility businesses including capital expenditures, rate base growth rates, as well as financing
requirements associated with the capital programs.
While some issues are still open with respect to our 2020 outlook, let me remind you
that our core business fundamentals are sound. Customer growth remains steady in our
service territories. We continue to make capital investments in our utilities to address growth,
safety, reliability, resiliency and customer service needs across our service territories. We
continue to be committed to maintaining solid investment grade credit quality as we firmly
believe that a strong balance sheet is fundamental in providing long-term value to our
customers and shareholders.
In conclusion – we delivered another strong quarter and remain confident in achieving
near the top end of our 2019 guidance basis EPS range. We are executing our merger plan and
achieving synergies. We are focused on driving efficiencies throughout our business. We are
deploying significant capital to meet our customer’s needs. We are using the cash from our non
utility businesses to partially fund utility capital needs. Finally, we anticipate utility earnings will
make up approximately 75% of our overall earnings this year. This performance reinforces our
commitment and ability to effectively manage the business and deliver on shareholder
expectations.
I’ll now turn it back to David.
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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. Jemiria…
Operator:
Our first question comes from the line of Ali Agha and Suntrust.
Ali Agha:
Good morning. Scott, I believe it was as recent as the last earnings call at which you had
reiterated a consolidated long-term growth rate of 5% to 7% for CenterPoint of the 2018 actual
base. Is that no longer operative now?
Scott Prochazka:
Ali, we have postponed talking about the growth rate until we get clarity on the earnings
around the CEHE rate case. And, I think, Xia also indicated that, going forward, we intend to talk
about growth excluding Enable. So, those are the two pieces that have entered into the
equation now. But of those two, the biggest is really getting clarity on the Houston Electric rate
proceeding.
Ali Agha:
Okay. And on the rate proceeding, can you at least give us – I know you laid out some markers
in the slide deck but, to put it in some context, can you give us some sense of, if this proposed
decision does become final, you know, relative to expectations, you know, how big of a
negative it should be?
Scott Prochazka:
Yeah. It's – clearly, the PFD is not a good outcome. We've tried to communicate that. Maybe
one way to think about it is, relative to current rates, we've assumed that we would at least be
recovering the additional investment, the overbill – you know, the $1 billion plus of investment
that we have already put in service that is not yet in rates. If we just recovered that piece, that
would be an increase, if you will, in rates from where we were whereas the PFD has suggested a
decrease. So, that is a – that's a sizable or a notable difference.
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Additionally, the reductions in FFO were not anticipated as well. We – we’ll be in a better
position to describe the actual impacts of that as we get clarity. And I just want to reiterate,
while the PFD is challenging, the commission has yet to weigh in on this and, you know, we
remain confident in the process and hopeful that the commission will reach a more balanced
decision as they look at the facts.
Ali Agha:
Right. And just one quick follow-up, are you still committed to all the nonutility businesses? Are
they still considered core as far as you're concerned?
Scott Prochazka:
The nonutility businesses are, you know, source of cash generation for us, for our utilities.
That's how we look at them. We mentioned on the last call and I'll just reiterate that, you know,
our regular cadence of activity is to continually evaluate each of our businesses to figure out if
they are providing the maximum value possible to shareholders and we continue to do that on
an ongoing basis.
Operator:
Our next question is from Michael Weinstein and Credit Suisse.
Michael Weinstein:
Could you comment a little bit about your strategic plans for the non-regulated businesses
particularly the infrastructure services business going forward, are you – do you intend to hold
in long term or are we looking at a full divestiture at some point?
Scott Prochazka:
I think the best way to answer that is maybe a reiteration of what I had just mentioned to Ali
and that is, we see those businesses today as a source of cash for investment in our utility
businesses. And as part of regular course of management, we evaluate whether businesses are
providing the maximum value to shareholders as they – that they possibly can and we look at
that on a regular basis as does our board. So we continue to think about our businesses in that
context with an eye towards value maximization.
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Michael Weinstein:
And for Xia, just wondering if – it looks like you found about $100 million worth of O & M
reductions so far and I'm wondering if, just generally speaking ahead of that – the fourth
quarter review, are you pleasantly surprised with what you're finding or are you optimistic
about the future, how's the review going so far?
Xia Liu:
It's going very well. The part of the $100 million is what we expected, which is synergies, that
we set forth a target of $50-plus million this year. So we are ahead of that. I think the team has
done a really good job from day one getting costs out and continued to focus on basically
turning every rock to see where we can find additional synergies. So, the team has done a really
good job this year improving processes and achieving synergies. At the same time, we
reiterated our focus on overall O&M efficiency focus. So, over the past several quarters, we
have seen the results from the continued focus on that. I think all businesses have made their
commitment in looking at the overall spending plan and make sure we are basically doing
everything we can to become more efficient. So, I'm very optimistic about the future, about our
continued focus on that aspect. At the same time, I think it would allow us to continue to focus
on capital deployment and grow our utility infrastructure.
Operator:
Our next question is from Shar Pourreza and Guggenheim.
Constantine Lednev:
It's actually Constantine here for Shar. I just wanted to congratulate you guys on
a good quarter. A couple of questions here. Understanding that it's an early outlook on the
capital plan, but can you kind of give a little bit of color on any moving pieces that you've kind
of seen that you can address at this time versus prior expectations? And how does that early
outlook kind of correspond to keeping the utility growth intact or is there anything
incremental?
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Xia Liu:
Yeah. Sure. The – as I shared just now, we expect about over $100 million increase from – for
2019 compared to what we previously communicated with you for the year. And for the 2020
to 2024 period, we expect the overall aggregate amount to be similar to what we shared with
you from the prior five-year plan. The timing of it could be different, and that one key factor is
the IRP. We're finalizing the IRP in Indiana, so the timing of that will be incorporated as well as
the continued need from our legacy utilities and from the new acquired gas. So I would say that
overall from an aggregate standpoint, we see we will maintain at a similar level for the next five
years.
Constantine Lednev:
Perfect. And so as this kind of plan gets formulated, can you give a little bit of color how it fits
with the kind of strategic objectives that you’ve outlined of kind of growing the utility earnings?
Is that kind of a purely organic objective at this point?
Xia Liu:
Yes. Grow utilities, continuing to focus on O&M management, and try to be smart about
allocating capital and try to achieve closer to our allowed ROEs.
Constantine Lednev:
And just one quick follow-up on that. So with kind of the O & M management kind of that you
highlighted on this call, it looks like some pretty good numbers from kind of where we're sitting.
Is there kind of specific programs going forward that you see going on and kind of how deep do
you see that pool and just if you can, any kind of statements on that kind of recurring nature of
the savings program moving past 2020?
Xia Liu:
I think the best way to answer that is we're very pleased with where we are so far and we're
pleased about the projected year-end numbers. And we think that will be a good starting point
going forward. I know as we apply a similar discipline, we expect the momentum to continue
into the future years.
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Operator:
Our next question is from Julien Dumoulin-Smith and Bank of America Merrill Lynch.
Julien Dumoulin-Smith:
Hey. So, a couple of follow-ups here. On the strategic decisions here, how do you think about
the balance sheet into 2020 and potential needs to raise capital against – also I think if I can
square it, your slides also specifically say a five-year utility outlook, obviously ex-Enable. But I
just want to make sure I understand. I mean, are we to think about the other ex-Enable
businesses as being potentially on the table here to address balance sheet needs or how are
you thinking about them at this point? And I have a follow-up.
Scott Prochazka:
So, Julien, the way I would think about it what I have said earlier, right, today, with the
nonutility businesses and the non-Enable, nonutility businesses are a source of cash for us
today. So, when we talk about providing a look going forward it would be for the portfolio
excluding Enable. That's one way to think about it. You had another part to your question.
Xia Liu:
The balance sheet.
Scott Prochazka:
The balance sheet. I'll let Xia talk to the balance sheet.
Xia Liu:
Yeah. Julien, the CEHE rate case will be a very important component of that decision. And that's
part of the reason why we are not ready to share the equity financing number yet because, like
Scott mentioned, the FFO reduction, that in itself would impact the financing needs to maintain
similar credit metrics. So, we're not quite ready to address that yet, but we are fully aware that
maintaining our credit quality is very important, continuing to find ways to – and to strengthen
the balance sheet is another priority.
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Julien Dumoulin-Smith:
Got it. All right, fair enough. And then, again, kudos on the cost cuts this year, indeed. Can you
talk briefly about how you think about that going forward? I mean, obviously, we've got a big
pending rate case. I understand that. At the same time, how do you think about narrowing that
gap, going forward, or how do you think about earned returns across the utility business this
year and into next, and potentially continuing to narrow that gap?
Scott Prochazka:
Yeah, Julien. I'll start and maybe Xia might want to add. We have every intention of continuing
our discipline around expense management. I would say, the driving force that allowed us to
make a sizable move this year was the merger. But we think of the savings that we have today
as a new starting point from which to manage our expense equation going forward, and we will
continue to be very focused on managing expense. The actual numbers associated, we're still
working those out. But we see the gains that we've made to-date as establishing a new level
from which to work.
Julien Dumoulin-Smith:
But to clarify briefly if you can, what kind of gap are we talking about today versus
prospectively that we can achieve, if you will?
Scott Prochazka:
From an O&M perspective?
Julien Dumoulin-Smith:
Yeah. As in from an earned return perspective, how much of a gap is there to narrow in your
mind given some of the cost reductions that we're talking about?
Xia Liu:
Yeah, Julien. The –trying to, I think this year, we are – we closed some of the headroom related
to – from the expected returns versus the allowed returns. So, particularly, our natural gas
businesses are doing a really good job and just focusing on every dollar isn't the same. So
where do we deploy – make sure that we provide safety reliable service at the same time being
really smart about where to deploy the next incremental dollars. At CEHE, the – you know, the
timing of filing TCOS and DCRF that in itself will continue to have a lag.
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For instance, the time you file TCOS versus the time we see the revenues, there's a three month
delay and DCRF is filing in April and getting rates in September. So the inherent regulatory lag
will continue to be there. At the same time, I think the continued focus on O&M will give us
some ability, I don't think we could close completely the gap to the allowed ROE, but that
definitely is a focus for us going forward.
Operator:
Our next question is from Insoo Kim and Goldman Sachs.
Insoo Kim:
Thank you. Maybe starting with the CEHE rate case. I understand, there's a lot of moving parts
that will go into the 2020 guidance that will be provided in February. But, Scott, when you
mentioned that, just when we're trying to put some pieces together, your original guidance
which had been $1.82 midpoint had about I guess $1 billion of spend that you weren't getting
the recovery and return on. And the PFD would result in $27 million of operating income
decreased from the current rates. If I just take the rate base math of the billion and then also
the small difference in the operating income in the PFD, that would – I would calculate
something like a $0.12, $0.13 difference, all else being equal? Is that the way I should think
about just how CEHE was included in the original guidance and what the PFD would imply?
Scott Prochazka:
I think the math and the way you're thinking is the right line of thinking. A couple of things,
though. That doesn't include the impacts associated with the reduction in FFO. That's just the
kind of the earnings side. Xia talked earlier about a significant reduction in FFO could accelerate
the need for equity, for example, to maintain the current metrics. So it doesn't include that nor
does it include what I would consider management response because depending on the
outcome, we would consider what actions we can take to help mitigate the negative effects of
an outcome. But that's why I said there's a lot of moving parts here. And while we're trying to
provide clarity about what the PFD says, I just want to reiterate the process isn't over and the
commissioners have not yet opined on this. And we are very hopeful that the commissioners
will have a different view of what's appropriate.
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Xia Liu:
Insoo, I would just add quickly. In the original guidance, we also had expectations on Enable
and the other nonutility businesses. And you're aware about the developments particularly
related to Enable. They got it to the lower end of this year, and they just issued their 2020
guidance. That was another component in the original guidance range.
Insoo Kim:
Yes. I totally understand all the other moving parts. I just didn't want to open up a whole can of
worms in all the moving pieces. Appreciate that. Maybe secondly, related to sticking with CEHE,
if the results of the PFD do hold with the associated disallowances, how does that impact your
thoughts going forward on future capital spend at the utility and what type of investments you
may make or may not make given the current rate case decision?
Scott Prochazka:
Well, I'd say, look, we still have an obligation to serve the customers in our service territory and
the needs of our customers ultimately are the ones that drive our thinking about capital. There
is a little bit of discretionary capital from a timing perspective. But, by and large, the capital we
spend is needed to, you know, serve the needs of the community.
So, we – you know, we would have to – for example, if there were disallowances upheld, we
would have to get clarity on views around what is acceptable spend before we go down the
path of making the spend. That's one example of some management action that we would need
to take here. But the capital itself would be driven by –primarily by – it's going to be driven by
the needs of the community as opposed to necessarily the outcome of the proceeding.
Operator:
Our next question is from Chris Turnure and JP Morgan.
Chris Turnure:
Good morning. The only question that I had left for you guys was on kind of where you're at
right now with Houston Electric credit metrics? Just kind of where they're at including outlooks,
when you last got an update from the agencies, and if these have been part of the discussion at
all with the intervener so far in Texas?
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Xia Liu:
Our rating agencies are fully aware of where we are. From the CEHE rate case standpoint, we
keep the communication very transparent and open with them. I think they are, just like us,
eager to find out what the final outcome will be from the PUC ruling. So, one thing is that we
are aware of the PFD recommendations but the other thing, like Scott said a couple of times,
we remain hopeful that the final outcome is a more balanced and constructive outcome. So,
depending on the outcome, I think the rating agencies – we'll communicate, again, with the
rating agencies about where we are.
Scott Prochazka:
Chris, I would also add, I think the interveners are certainly very aware of the views of the
rating agencies about the the condition that CEHE's in relative to the rate proceeding, as well as
the commission and others, as the information and views around this have and concerns, quite
frankly, have been shared as part of the process.
Chris Turnure:
Okay. Because certainly, some of your peers have had that as part of their discussions in recent
rate case processes there around the...
Scott Prochazka:
AbsoluteY – they're absolutely part of that.
Scott Prochazka:
Yes, they're absolutely part of our discussion.
Chris Turnure:
Okay. So, it sounds like certainly part of the discussion, but also nothing has changed there in
terms of the focus or lack of focus on that versus prior discussions for other rate cases in
Houston?

22 of 30

Third Quarter 2019 Earnings Conference Call
November 7, 2019
Scott Prochazka:
Well, again, the only information we have so far is the judge's view of the PFD. That's the only
piece of information that's come out about how to think about this. The commission has yet to
weigh in on this particular issue, but we made it very clear, going into the rate case and
throughout the periods in which we can respond to comments and provide our own comments
of the issues associated with the subject around credit metrics was caused by different factors.
So, everyone is very – all the key parties are very aware of this issue.
Xia Liu:
Chris, to your point, the recommendations from the ALJ didn't take that into consideration.
Operator:
Our next question is from Charles Fishman and Morningstar Research.
Charles Fishman:
Thank you. You know, Scott, on slide 8, you seemed to imply a decision might not be reached
next week but it seems like everything is queued up for the commission to make that decision.
Is there something they're still waiting on or what is your – why might they not make a decision
next week?
Scott Prochazka:
Well, it could be a number of things. It could be that they – there's a number of issues that
we're asking them to opine on. There's a full agenda, for example, at the meeting on the 14th.
There are just a number of things going on. And while we would perhaps like them to work
through every one of our issues and debate and make a decision, it may be from a timing
standpoint that they don't get through everything and it just gets pushed to the following
meeting. They are not obligated to kind of make a decision at this upcoming meeting. So, that's
why we think it's possible they could begin dialogue and push it to another meeting. And it's
also possible they could get to an end point, but nothing other than just the number of issues to
be debated and the size of the agenda that will make us think it would be pushed.

23 of 30

Third Quarter 2019 Earnings Conference Call
November 7, 2019
Charles Fishman:
Okay. Sounds like administrative than – more than any technical thing.
Scott Prochazka:
Yeah. That's the way to think of it.
Charles Fishman:
And then a second question, on slide 24, I – you know, first nine months on the operating
earnings or guidance basis earnings, $0.29 from the utilities, positive from the utilities; acquired
in the merger; $0.14 from the energy services business. If my math's right, that's $0.43. And
you had $0.48 negative from the merger financing. Is that being unfair to say this transaction
looks pretty dilutive for the first nine months or should some of that $0.07 O&M management
be credited towards the merger?
Xia Liu:
Yes, some of the O&M management should be credited towards the merger. I think the merger
financing itself is around $0.48. If you add the pickup from the acquired jurisdiction, Indiana
Electric year-to-date added $0.16. Legacy Vectren Gas added $0.13. The infrastructure services
added $0.14, and then some of the O&M management should be credited to the variance. You
should compare those moving parts to the merger financing.
Charles Fishman:
Okay. So at this point, at least through the first nine months, if I take some credit for the O&M
management, the transaction is roughly breakeven.
Xia Liu:
Yeah, that's a good way to think about it.
Operator:
Our next question is from Ashar Khan and Verition.
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Ashar Khan:
Good morning and good earnings. Can I just ask that you said you will be providing the CAGR
for the utility business based on the forecast for this year 2019? And if we can assume we are at
the upper end, how much would utility earnings come out to be in that scenario? I wanted to
start off with the base, and I just wanted to get a good idea. So under your current guidance for
2019, what would the utility guidance be?
Xia Liu:
Roughly 75% of the – of our earnings is expected to be from the utilities. Keep in mind there are
several moving parts in there. We had some favorable weather in there, and we also had a
favorable income tax items that might not necessarily repeat itself. But roughly, the way to
think about it is the utility is 75% of the earnings expectations and that's based on today's CEHE
regulatory construct. So the outcome...
Ashar Khan:
Okay. So if I...
Xia Liu:
...of our CEHE rate.
Ashar Khan:
So if I take 75% to $1.70, it's $1.27 and how much would you say is weathering the tax items,
could you just quantify those year-to-date, how much would those be?
Xia Liu:
Yes. Yeah. Happy to. So, year-to-date weather roughly $0.03 positive, a little over $0.03…
Ashar Khan:
Okay.
Xia Liu:
And the favorable tax item for this year alone is roughly $0.05.
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Ashar Khan:
Okay. So we are running approximately $1.20 base this year normalized for taxes and weather
as – it's for the utility, would that be a fair number?
Xia Liu:
Yes. Yeah. Close to.
Operator:
Our last question is from Anthony Crowdell and Mizuho.
Anthony Crowdell:
Hey. Good morning. Hopefully an easy question. What's the process on the motion for
rehearing in Houston, like the timeframe and how long the – like I guess the clarity on the
motion for rehearing?
Scott Prochazka:
Jason, do you want to come down here and answer this for me?
Jason Ryan:
Sure.
Scott Prochazka:
We’re going to bring our regulatory expert down here to make sure he doesn't have to correct
me on the timing.
Jason Ryan:
Good morning. It's Jason Ryan. So the process for rehearing is that a couple of weeks after the
order issued by the commission motions for rehearing are due. And then, the commission has
up to 100 days from the date of their order to rule on motions for rehearing or they're just
overruled by the passage of time.
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Anthony Crowdell:
Do you have any like historical preference in Texas of maybe when orders have been changed
through rehearing, and that's something you guys have or can disclose?
Jason Ryan:
So, motions for a rehearing are granted and denied depending on the issues that they raise.
And sometimes, the motions for rehearing are granted to correct a purely administrative item
versus changing a substantive ruling. Sometimes, there are changes to the substantive rulings.
Anthony Crowdell:
Does – on slide 8, you state that the new rates go into effect 45 days after the PUCT order
becomes final. If you file for a motion for rehearing, when is that final date? When the motion
for rehearing is either granted or denied, is that the final date?
Jason Ryan:
Yes.

Anthony Crowdell:
Got it. That's all of my questions. Thank you.
David Mordy:
Thank you, everyone, for your interest in CenterPoint Energy. We look forward to seeing many
of you at the Edison Electric Institute Conference shortly. We will now conclude our third
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 53.7 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 $35 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) the timing of payments from Enable’s customers in existing contracts, including minimum volume
commitment payments; (G) changes in tax status; and (H) 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 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,5 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
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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 nonutility 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 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 non-utility 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
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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 impact of alternate energy sources on the
demand for natural gas; (39) the timing and outcome of any audits, disputes and other proceedings related to taxes;
(40) the effective tax rates; (41) the transition to a replacement for the LIBOR benchmark interest rate; (42) the
effect of changes in and application of accounting standards and pronouncements; and (43) 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, June 30, 2019 and September 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 (a) 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 and (b) potential impacts of the pending Houston Electric rate
case. CenterPoint Energy is unable to present a quantitative reconciliation of forward-looking 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 and potential impacts of the pending Houston Electric rate case, could
have a material impact on GAAP reported results for the applicable guidance period. 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 non-GAAP 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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