model staff report regarding CenterPoint energy Houston electric, llc's request for determination of hurricane restoration costs

***

PURPOSE

On September 13, 2008, Hurricane Ike made landfall in the Greater Houston Area.  The hurricane caused widespread damage and loss of electric power throughout CenterPoint Houston Electric, LLC's ("CenterPoint's" or "Company's") service area.  

In response to the storm, the Texas Legislature adopted Senate Bill 769 authorizing CenterPoint to seek recovery of its reasonable costs associated with restoring power as a result of Hurricane Ike.  The bill was signed into law on April 16, 2009.


On April 17,  2009, CenterPoint filed with the Public Utility Commission of Texas ("PUC" or "Commission") an application, PUC Docket No. 36918, seeking approval of $677,816,820 in restoration costs.  The Company's application includes $429 million for contractor services, $68 million in payroll costs, $12.2 million for hotels, $45.6 million for catering/tents, $30 million for materials and supplies and $54.7 million in carrying costs.  


The resolution authorizes intervention in the PUC proceeding, participation with other members of the Gulf Coast Coalition of Cities ("GCCC") and the hiring of attorneys and consultants to evaluate CenterPoint's filing, determine whether the filing complies with law, and to determine what further strategy, including settlement, to pursue.  Specifically, consultants will ensure that CenterPoint has not included unreasonable expenses, has provided adequate documentation of its costs, has not sought to double recover any costs that are currently in rates, and has not allocated an unreasonable amount to cities or their citizens.  

DISCUSSION

The City of ____________ is a member of a coalition of cities known alternatively as the Gulf Coast Coalition of Cities  ("GCCC").  The coalition has been in existence since the early 1990s.  GCCC has been the primary public interest advocate before the PUC, the Courts, and the Legislature on electric utility regulation matters for nearly 20 years.


Explanation of "Be It Resolved" Paragraphs:

Section 1.  This provision authorizes the City to participate in a coalition of cities (i.e. the Gulf Coast Coalition of Cities) served by CenterPoint in order to more efficiently represent the interests of the City and their citizens.

Section 2.  This provision authorizes the hiring of Lloyd Gosselink Rochelle and Townsend, P.C. and consultants to represent the City in this matter.  It also provides authority for the attorneys and consultants to act on behalf of the City in settlement discussions, before the PUC, and on appeal to the Courts.  Negotiating clout and efficiency are enhanced by city cooperation in a common review and common purpose.  Additionally, rate case expenses are minimized when cities hire one set of attorneys and experts who work under the guidance and control of the cities.  

Section 3.  The Company will reimburse the cities for their reasonable rate case expenses.  Legal counsel and consultants approved by the Cities will submit monthly invoices that will be forwarded to CenterPoint for reimbursement.  No individual city incurs liability for payment of rate case expenses by adopting a suspension resolution. 

Section 4.  This section merely recites that the resolution was passed at a meeting that was open to the public and that the consideration of the Resolution was properly noticed.

Section 5.  This section provides that both CenterPoint and counsel for the cities will be notified of the City’s action by sending a copy of the approved and signed resolution to certain designated individuals.

