CITY OF BEASLEY, TEXAS, ORDINANCE NO.2006-5

AN ORDINANCE GRANTING TO CENTERPOINT ENERGY HOUSTON ELECTRIC,
LLC THE RIGHT, PRIVILEGE AND FRANCHISE TO USE THE PUBLIC RIGHTS-OF-
WAY AND TO USE, LICENSE, OR EXPLOIT THE COMPANY’S FACILITIES WITHIN
THE PUBLIC RIGHTS-OF-WAY TO CONDUCT AN ELECTRIC DELIVERY

* *X kX ok x %

WHEREAS, City of Beasley, Texas Ordinance dated August 18, 1970 (the "Prior
Franchise”) granted an electrical lighting and power franchise to Houston Lighting &
Power Company, for a term expiring August 18, 2020: and

WHEREAS, Company is the successor to Reliant Energy, Incorporated ("REI"),
which was the successor to Houston Lighting & Power Company, by virtue of a
corporate restructuring of REI that occurred in August 2002, in which REI was merged
with and into an indirect wholly owned subsidiary of CenterPoint Energy, Inc., which
was converted into a limited liability company and was renamed CenterPoint Energy
Houston Electric, LLC; and

WHEREAS, Company owns and Operates an electric delivery business within the
corporate limits of the City and Company is willing to continue to provide electric
delivery services within the corporate limits of the City; and

WHEREAS, pursuant to that certain letter agreement dated April 18, 2006,
between Company and City, Company and the City have reached agreement on the
terms and conditions by which they will amend the Prior Franchise and extend the term
of the Prior Franchise to December 31, 2046; and

WHEREAS, it is hereby found and determined by the Board of Aldermen of the
City of Beasley that it is in the best interests of the City that the Prior Franchise granting
to the Company the right to use the public rights-of-way to conduct an electric delivery
business in the city and for such other business purposes as the company may desire
from time to time be amended and extended to December 31, 2046, subject to the
terms and conditions described in this ordinance; NOW, THEREFORE,

BE IT ORDAINED BY THE BOARD OF ALDERMEN OF THE CITY OF BEASLEY,
TEXAS:

Section 1. That the facts contained in the preamble to the Ordinance are
determined to be true and correct and are hereby adopted.

Section 2. Definitions.
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Annual Adjustment Factor has the meaning set forth in Section 11 below.
Annual Franchise Fee has the meaning set forth in Section 11 below.

Broadband over Power Lines (BPL) or "Access BPL" has the same meaning as
that used by the Federal Communications Commission in Section 15.3 of its Rules as
reprinted below:

Access Broadband over Power Line (Access BPL). A carrier
current system installed and operated on an electric utility
service as an unintentional radiator that sends radio
frequency energy on frequencies between 1.705 MHz and
80 MHz over medium voltage lines or over low voltage lines
to provide broadband communications and is located on the
supply side of the utility service's points of interconnection
with customer premises. Access BPL does not include
power line carrier systems as defined in Section 15.3(t) of
this part or In-House BPL as defined in Section 15.3(gg) of
this part.

City means the Town of Beasley, Texas, a municipal corporation of the State of
Texas.

Board of Aldermen means the governing body of the City, or its designee.

Company means CenterPoint Energy Houston Electric, LLC, a Texas limited
liability company.

Effective Date means July 1, 2006.
First Rate Case has the meaning set forth in Section 14 below.

Force Majeure means forces or conditions not reasonably within the control of a
party, including a strike; war or act of war (whether an actual declaration of war is made
or not); insurrection; riot; act of public enemy; accident; fire; flood or other act of God:
sabotage; shortages in materials, supplies and equipment; governmental regulations,
limitations and restrictions as to the use and availability of materials, supplies and
equipment and as to the use of services; unforeseen and unusual demands for service;
or other events, where the affected party has exercised all due care in the prevention
thereof and such causes or other events are without the fault or negligence of the
affected party.

Franchise means this Ordinance and the rights and privileges granted by this
Ordinance.

Franchise Year has the meaning set forth in Section 11, below.
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Franchise Area means the area within the boundaries of the City as of the
Effective Date and as same may change from time to time during the term of the
Franchise.

Initial Franchise Year shall have the meaning set forth in Section 11, below.

Other Services means any service, exclusive of the transmission and distribution
of electricity, provided or allowed to be provided through the use or license of the
System for a fee, including but not limited to BPL.

Person means any individual, firm, partnership, association, corporation,
company or organization of any kind.

Prior Franchise has the meaning set forth in the first Whereas clause, above.

Public Rights-of-Way means the areas in, under, upon, over, across, and along
any and all of the present and future Streets or streams now or hereafter owned or
controlled by City.

Public Works Improvement Projects has the meaning set forth in Section B,
below.

PUC means the Public Utility Commission of Texas or its successor agency with
equivalent jurisdiction.

Retail Customer means any Person taking delivery of electricity from Company,
at a point of delivery within the Franchise Area.

Street means the surface and the space above and below any public street, road,
highway, alley, bridge, sidewalk, or other public place or way.

System means the Company’s facilities erected, constructed, maintained,
oOperated, used, extended, removed, replaced, and repaired, as necessary, by Company
pursuant to this Franchise, including without limitation, all poles, pole lines, towers,
transmission lines, wires, guys, conduits, cables, and other desirable instrumentalities
and appurtenances (including telegraph and telephone poles and wires for use of
Company), necessary and proper for the purpose of transmitting and distributing
electricity to the City and the inhabitants of said City or other Persons, for any purpose
for which electricity may be used.

Section 3. Subject to the terms, conditions and provisions of this Franchise, City
hereby grants to Company the right, privilege and franchise to use City’s Public Rights-
of-Way to construct, maintain, operate and use Company’s System to conduct within
the City an electric delivery business and the right to use, license, or exploit the System
within the Public Rights-of-Way for Other Services. This Franchise does not restrict
City’s right to impose reasonable fees upon third parties for the use of the Public Rights-
of-Way to provide Other Services, so long as such fees are assessed on a non-
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discriminatory basis with those charged to other companies providing services
competitive with the Other Services.

Section 4. Upon the filing with City by Company of the acceptance required
hereunder, the Prior Franchise shall be amended by replacing the language thereof, in
its entirety, with the language of this Franchise; and the term thereof shall be extended,
and it shall remain in full force and effect for an additional term and period beginning on
August 18, 2020 and continuing until and through December 31, 2046.

Section 5. All poles erected by Company pursuant to the authority herein
granted shall be of sound material and reasonably straight, and shall be so set that they
shall not interfere with the flow of water in any gutter or drain, and so that the same shall
interfere as little as practicable with the ordinary travel, on the Streets or other Public
Rights-of-Way. Within the Streets or other Public Rights-of-Way of City, the location
and route of all poles, stubs, guys, anchors, lines, conduits and cables placed and
constructed and to be placed and constructed by Company in the construction and
maintenance of Company’s System in the City, shall be subject to the reasonable and
proper regulation, control and direction of City, or of any City official to whom such
duties have or may be duly delegated, which regulation and control shall include, but
not by way of limitation, the right to require in writing, to the extent provided in Section
10, the relocation of Company’s System at Company’s cost within the Streets or other
Public Rights-of-Way whenever such shall be reasonably necessary to accommodate
improvement projects within such Streets or Public Rights-of-Way by the city
department with primary responsibility for public works projects (“Public Works
Improvement Projects”).

Section 6. In consideration for the compensation set forth in Sections 11 and
15, City agrees that if City sells, conveys, or surrenders possession of any portion of the
Public Right-of-Way that is being used by Company pursuant to this Franchise, City, to
the maximum extent of its right to do so, shall first grant Company an easement for such
use; and the sale, conveyance, or surrender of possession of the Public Right-of-Way
shall be subject to the right and continued use of Company.

Section 7. Following completion of work in Public Rights-of-Way, Company shall
repair the affected Public Rights-of-Way as soon as possible, but in all cases shall
comply with all valid City ordinances governing time periods and standards relating to
excavating in the Public Rights-of-Way. No Street or other Public Right-of-Way shall be
encumbered by construction, maintenance or removal work by Company for a longer
period than shall be necessary to execute such work.

Section 8. The service furnished hereunder to City and its inhabitants shall be
first-class in all respects, considering all circumstances, and Company shall furnish the
grade of service to Retail Customers as provided by its rate schedules and shall
maintain its System in reasonable operating condition during the continuance of this
Franchise. Company’s tariffs shall govern the rates, access to service, terms and
quality of electric delivery services provided by Company. An exception to this
requirement is automatically in effect when due to Force Majeure. In any Force Majeure
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event, Company shall do all things reasonably within its power to restore normal
service.

Section 9. Company, on the written request of any person, shall remove or raise
or lower its wires temporarily to permit construction work in the vicinity thereof or to
permit the moving of vessels, houses or other bulky structures. The expense of such
temporary removal, raising or lowering of wires shall be paid by the benefited party or
parties, and Company may require such payment in advance, being without obligation
to remove, raise, or lower its wires until such payment has been made. Company shall
be given adequate, and in no event less than forty-eight (48) hours, advance notice to
arrange for such temporary wire changes.

Section 10. Company shall construct, operate, and maintain its transmission
and distribution facilities in substantial accordance with Company’s own Service
Standards and the National Electrical Safety Code (“NESC”). Company shall determine
the specific location and the method of construction and types of materials used in
building, maintaining, and operating Company’s transmission and distribution facilities.
City shall require its employees and contractors performing work for the benefit of City
to comply with all applicable laws, statutes, codes and standards (including, without
limitation, Section 752 of the Texas Health and Safety Code, as the same may be
amended or replaced, and the NESC) when working near Company’s System and to
report as soon as practicable any damage done to Company’s System. Company also
agrees to require its employees and contractors performing work for the benefit of City
to comply with all applicable laws, statutes, codes and standards (including, without
limitation, Section 752 of the Texas Health and Safety Code, as the same may be
amended or replaced, and the NESC) when working near City’s facilities and to report
as soon as practicable any damage done to City’s facilities. Company shall relocate
facilities within Public Rights-of-Way at Company’s own expense, exclusive of street
lighting and facilities installed for service directly to City, to accommodate Public Works
Improvement Projects, including, but not limited to street widening, change of grade,
water, sewer, or drainage upgrades, construction or reconstruction projects and minor
relocation of traffic lanes. City shall bear the costs of all relocations of street lighting
and facilities installed for service directly to City and of any relocation of other facilities
requested by City for reasons other than Public Works Improvement Projects. Except in
the event of an emergency, City shall give Company at least seventy-two (72) hours
notice when City or City’s contractor is requesting the bracing of Company’s poles.
Company shall pay for the bracing to accommodate Public Works Improvement
Projects, including but not limited to street widening, change of grade, water, sewer, or
drainage upgrades, construction or reconstruction projects and minor relocation of traffic
lanes.

Section 11. In consideration for the rights and privileges herein granted,
Company agrees to pay to City, beginning on the Effective Date and continuing
throughout the remaining term of the Prior Franchise and the additional thirty (30) year
term of this Franchise provided for in Section 4, above, an annual franchise fee
(referred to herein as “Annual Franchise Fee”), subject to an Annual Adjustment Factor
as set forth below. Except as set forth in Section 1 9, payment of the Annual Franchise
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Fee shall be the total compensation payable to City in consideration for the right,
privilege and franchise herein conferred for Company’s use of the Public Rights-of-Way
to construct, operate, use and maintain its System for the provision of electric
transmission and distribution service and its right to use, license, or exploit its System
for Other Services.

The Annual Franchise Fee shall be calculated as follows:

1. The “Annual Franchise Fee,” for the twelve-month period beginning on the
Effective Date (the “Initial Franchise Year”), shall be $20,024.12.

2. The Annual Franchise Fee for each succeeding twelve-month period
(each a “Franchise Year”), including the Franchise Year beginning July 1,
2007, shall be adjusted by multiplying $20,024.12 by the Annual
Adjustment Factor. The “Annual Adjustment Factor” for any given year
shall be a fraction, the numerator of which shall be the kWh delivered by
Company within the Franchise Area (inclusive of street lighting) in the
previous calendar year and the denominator of which shall be the kWh
delivered by Company within the Franchise Area (inclusive of street
lighting) in 2005, said amount being 5,598,098 kWh. (Example: The
Annual Franchise Fee for the Franchise Year beginning July 1, 2010
=($20,024.12) x 2009 kWh/ (5,598,098) kWh).

In no case, however, shall the Annual Franchise Fee be less than the Annual
Franchise Fee established in (1), above, for the Initial Franchise Year.

In calculating the amount to be paid each year, Company shall offset its Annual
Franchise Fee payments with the amount of the Municipal Account Franchise Credits
and Municipal Franchise Fee Credits provided in Company’s tariffs and applicable to
City in the prior calendar year. The Annual Franchise Fee shall be payable in equal
monthly installments due the first day of each calendar month. Company shall calculate
the new franchise fee to be payable for each Franchise Year beginning July 1% and
shall provide the same along with the basis for such calculation to City for its review no
later than April 1% of each year. If Company does not receive an objection from City by
May 31%, Company shall implement the adjusted Annual Franchise Fee payment on
July 1°. If the additional thirty (30) year term of this Franchise provided for in Section 4,
above, ends on any day other than the last day of the last Franchise Year, then the
Annual Franchise Fee for the final Franchise Year shall first be calculated pursuant to
this Section 11 and then pro rated accordingly.

Section 12. The parties agree that the franchise payments due under this
Franchise are reasonable and necessary and that the parties shall use their best efforts
to enable Company to recover these payments through its electric rates.

Section _13. Except as provided in Section 15, the Annual Franchise Fee
payable hereunder shall be the total compensation payable by Company to City for
Company’s use of the Public Rights-of-Way for the conduct of its business under the
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Franchise. City shall not charge any additional license, charge, fee, street or alley
rental, or other character of charge or levy for the use or occupancy of the Public
Rights-of-Way in City, or any pole tax or inspection fee tax. If City does charge
Company any additional license, charge, fee, street or alley rental, or other character of
charge or levy, then Company may deduct the amount charged from the next
succeeding franchise payment or payments until fully reimbursed. The Franchise shall
constitute a permit to perform all work on Company’s System within the Public Rights-
of-Way and to park vehicles in the Streets and other Public Rights-of-Way when
necessary for the installation, removal, operation or maintenance of Company’s System.
Company and contractors performing work for Company shall not be required to obtain
any permits in addition to the Franchise or to pay any fee in addition to the Annual
Franchise Fee in order to perform work on Company’s System or to park within the
Streets and other Public Rights-of-Way. Company shall cooperate with City to avoid
unnecessary disruption, and Company shall comply with all valid City ordinances
governing time periods and standards relating to excavating in the Public Rights-of-
Way.

Section 14. In the first rate case to review Company’s base rates following the
Effective Date (the “First Rate Case”), City shall support Company’s request to include
in Company’s base rates the entire then-effective Annual Franchise Fee. If, as a result
of the First Rate Case, or any subsequent rate case, Company’s entire then-effective
Annual Franchise Fee is not included in Company’s base rates, then Company shall be
required to pay only so much in franchise fees as the amount of franchise fees used by
the PUC to calculate Company’s then-effective rates.

Section 15. In addition to the considerations set forth in Section 11, Company
shall furnish, free of charge, subject to the use of City, such pole and/or duct space as
may be required from time to time for the installation of City-owned traffic, police and fire
alarm system conductors; provided such conductor space does not exceed the
available capacity on any one existing pole or in one existing interior duct. Company
shall allow for the expanded use of existing energized conductors by City for the
purposes of providing traffic signal communication interconnectivity with prior written
approval from Company. The specific location for these traffic, police and fire alarm
conductors on Company poles or ducts shall be determined by Company and shall be
allotted at the time specific applications for space are received from City. All City traffic,
police and fire alarm circuits on Company poles and ducts shall be designed and
installed, operated and maintained in compliance with the applicable provisions of the
NESC and other laws, statutes, codes and ordinances applicable to private parties and
so as to create no interference, corrosion, harm, damage or hazard with, to or from
Company’s System or Company’s business. All plans for such city traffic, police and
fire alarm circuits must be submitted for Company’s written approval prior to installation.
Any modifications to Company’s System necessary to accommodate such installation
shall be paid by City. If, after installation, City’s equipment is found to interfere with
Company's System or business, Company and City shall work together to address the
problem and, if deemed practical by Company, preserve City's access. Where main
underground duct lines are located between manholes, Company shall permit free of
charge the installation in one interior duct by City of its traffic, police or fire alarm signal
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cables; provided space is available in an interior duct not suitable for power circuits
without interference with Company's system neutral conductors. All cables installed by
City in Company ducts shall be of the non-metallic sheath type to prevent corrosive or
electrolytic action between City and Company owned cables. A request for duct
assignment shall in each instance be submitted to Company and a sketch showing duct
allocation shall be received from Company prior to the installation of City cables in
Company-owned duct lines. All City-owned conductors and cables, whether on poles or
in duct lines, shall be constructed, maintained and operated in such manner as to not
interfere with or create a hazard in the operation of Company's System or Company’s
business. If after installation, City's equipment is found to interfere with Company's
System or business, Company and City shall work together to address the problem and,
if deemed practical by Company, preserve City's access.

In addition to the consideration set forth in Section 11, Company shall permit City
to use, free of charge, extra space on its street light poles to install City-owned traffic
control signs and decorative banners, with prior written approval from Company and
provided that such use is consistent with the NESC and other applicable engineering
and operational codes and standards.

Notwithstanding any other provision in this Franchise,, it is further
agreed that Company shall not be responsible to any party or parties
whatsoever for any claims, demands, losses, suits, judgments for damages
or injuries to Persons or property by reason of the construction,
maintenance, inspection or use of the traffic signal light systems, police
and fire alarm systems, traffic control signs, or decorative banners
belonging to City and constructed upon Company’s poles or street light
poles or in its ducts, and City shall indemnify and hold Company harmless
against all such claims, losses, demands, suits and judgments, to the
extent permitted by the Texas Tort Claims Act, but City does not, by this
agreement, admit primary liability to any third party by reason of City’s
operation and use of such traffic signal light systems, police and fire alarm
systems, traffic control signs, or decorative banners, such being a function
of government.

Section 16. City may conduct an audit or other inquiry, or may pursue a cause
of action in relation to the payment of the Annual Franchise Fee only if such audit,
inquiry, or pursuit of a cause of action concerns a payment made less than two (2)
years before commencement of such audit, inquiry, or pursuit of a cause of action. City
shall bear the costs of any such audit or inquiry. All books and records related to
Company’s operations under this Franchise shall be available to City. Upon receipt of a
written request from City, such documents shall be made available for inspection and
copying no later than thirty (30) days from the receipt of such request. Amounts due to
City for past underpayments or amounts due Company for past overpayments shall
include interest calculated using the annual interest rates for overcharges as set by the
Texas Public Utility Commission. Said interest shall be payable on such sum from the
date the initial payment was due until it is paid.
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Section 17. The parties agree to waive any and all claims, asserted or
unasserted, arising out of prior franchise agreements including, without limitation, the
Prior Franchise, except those claims relating to Company’s obligations as determined in
an audit underway as of March 1, 2006.

Section 18. Nothing contained in this Franchise shall ever be construed as
conferring upon Company any exclusive rights or privileges of any nature whatsoever.

Section 19. It shall be Company’s obligation as provided in Section 8 hereof to
furnish efficient electrical service to the public at reasonable rates and to maintain its
property in good repair and working order except when prevented from so doing by
forces and conditions not reasonably within the control of Company. Should Company
fail or refuse to maintain its System in good order and furnish efficient service at all
times throughout the life of this grant, except only when prevented from so doing by
Force Majeure, or should Company fail or refuse to furnish efficient service at
reasonable rates, lawfully determined by City, throughout the life of this grant, excepting
only during such periods as Company shall in good faith and diligently contest the
reasonableness of the rates in question, then it shall forfeit and pay to City the sum of
Twenty Five Dollars ($25) for each day it shall so fail or refuse after reasonable notice
thereof and a hearing thereon by City. Any suit to recover such penalty shall be filed
within one year from the date the penalty accrues.

Section 20. If any term or other provision of the Franchise is determined by a
nonappealable decision by a court, administrative agency, or arbitrator to be invalid,
illegal, or incapable of being enforced by any rule of law or public policy, all other
conditions and provisions of the Franchise shall nevertheless remain in full force and
effect so long as the economic or legal substance is not affected in any manner
materially adverse to either party. Upon such determination that any term or other
provision is invalid, illegal, or incapable of being enforced, the parties shall negotiate in
good faith to modify the Franchise so as to effect the original intent of the parties as
closely as possible.

SECTION 21. Subject to Section 15, Company, its successors and
assigns, shall protect and hold City harmless against all claims for
damages or demands for damages to any Person or property by reason of
the construction and maintenance of its electricity transmission and
distribution System, or in any way growing out of the granting of this
Franchise, either directly or indirectly, or by reason of any act, negligence,
or nonfeasance of the contractors, agents or employees of Company, its
successors or assigns, and shall refund to City all sums which it may be
adjudged to pay on any such claim, or which may arise or grow out of the
exercise of the rights and privileges hereby granted, or by the abuse
thereof, and Company, its successors and assigns, shall indemnify and
hold City harmless from and on account of all damages, costs, expenses,
actions, and causes of action, to the extent permitted by the Texas Tort
Claims Act, that may accrue to or be brought by any Person, Persons,
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company or companies at any time hereafter by reason of the exercise of
the rights and privileges hereby granted, or of the abuse thereof.

Section 22. In granting this Franchise, it is understood that the lawful power
vested by law in City to regulate all public utilities within City, and to regulate the local
rates of public utilities within City within the limits of the Constitution and laws, and to
require all persons or corporations to discharge the duties and undertakings, for the
performance of which this Franchise was made, is reserved; and this grant is made
subject to all lawful rights, powers and authorities, either of regulation or otherwise,
reserved to City by its Charter or by the general laws of this State.

Section 23. This Franchise amends the Prior Franchise, and extends the term
of the Prior Franchise to December 31, 2046 and replaces all other former franchise
agreements with Company, or its predecessors, which are hereby repealed.

Section 24. City by the granting of this Franchise does not surrender or to any
extent lose, waive, impair or lessen the lawful powers and rights, now or hereafter
vested in City under the Constitution and statutes of the State of Texas and under the
Charter of City to regulate the rates and services of Company; and Company by its
acceptance of this Franchise agrees that all such lawful regulatory powers and rights as
the same may be from time to time vested in City shall be in full force and effect and
subject to the exercise thereof by City at any time and from time to time.

Section 25. Within 30 days following the final passage and approval of this
ordinance, the Company shall file with the City Secretary, accompanied by appropriate
authorized corporate resolutions in a form acceptable to the City Attorney, a written
statement in the following form signed in its name and behalf:

"To the Honorable Mayor and the City Council Board of Aldermen of the City of
Beasley Texas:

For itself, its successors and assigns, Grantee, CENTERPOINT ENERGY
HOUSTON ELECTRIC, LLC, hereby accepts the attached ordinance and
agrees to be bound by all of its terms, conditions and provisions."

CENTERPOINT ENERGY HOUSTON
ELECTRIC, LLC

By:
Name:

Title:

"Dated this the day of , 2006."
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Section 26. This Franchise, having been published as required by of the City
Charter of Beasley shall take effect and be in force from and after 10 days following its
final passage and approval, and receipt by the City of Company’s acceptance filed
pursuant to Section 25. In compliance with the provisions of the City Charter of
Beasley, Company shall pay the cost of those publications and any costs associated
with any elections held regarding this Franchise required by such city charter provisions.

Section 27. Every notice, order, petition, document, or other direction or
communication to be served upon the City or the Company shall be deemed sufficiently
given if sent by registered or certified mail, return receipt requested. Every such
communication to the Company shall be sent to:

Vice President, Regulatory Relations
CenterPoint Energy, Inc.

1111 Louisiana Street

Houston, Texas 77002

Unless and until changed by written notice given in accordance with this section, every
such communication to the City or the Board of Aldermen shall be sent to the

MAYOR, CITY OF BEASLEY
and, as applicable, to the
CITY SECRETARY, CITY OF BEASLEY

The mailing of such notice, direction, or order shall be equivalent to direct personal
notice and shall be deemed to have been given the earlier of receipt or two business
days after it was mailed.

Section 28. The rights and remedies provided herein are cumulative and not
exclusive of any remedies provided by law, and nothing contained in this Franchise
shall impair any of the rights of the City or the Company under applicable law, subject in
each case to the terms and conditions of this Franchise.
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Section 29. This ordinance shall take effect and be in force from and after its passage and
approval, and upon acceptance by the Company the term of this franchise shall begin and
continue in accordance with Section 4 hereof,

Passed and approved this 25th day of April , 2006.
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Aldermanl
vacant

Alderman

ATTES}: S
A Jiv it

Secretary

(SEAL)

THE STATE OF TEXAS
COUNTY OF FORT BEND
I G B M:Lchulka, the duly appointed, qualified and acting Secretary of the Town of
Beasley, Texas, hereby certify that the above and foregoing ordinance of the Town of Beasley
was passed at a regular meeting of the Board of Aldermen of the Town of Beasley on the
25th  day of April » 2006; that written notice of the date, place and subject of said
meeting was posted on a bulletin board located at a place convenient to the public in the City Hall
for at least the three days preceding the day of said meeting; that the Mayorf'rances Smith |
and AldermenKenneth Reid  Edward Requardt , E. Jean Beard ,Ninfa Losoya |
and vacant , were present at said meeting and acted as the Board throughout; that
said ordinance has been approved by the Mayor and is duly attested by the Secretary; and that the
same has been duly engrossed and enrolled in the records of the Town of Beasley, Texas.

EXECUTED under my hand and official seal of the Town of Beasley, Texas, this 25th

day of April , 2006. /

e etary of the
Beasley, Texas

Town o




April 18,2006

The City of Beasley enters into an agreement with CenterPoint Energy Houston Electric,
LLC (“CenterPoint Houston”) effective this 18th day of April, 2006. This agreement recognizes
that on December 16, 2005, the Public Utility Commission of Texas issued an order in Docket
No. 32093 requiring CenterPoint Houston to file a transmission and distribution rate filing
package on or before April 15, 2006. The City of Beasley desires to resolve all issues related to
Docket No. 32093; to continue existing base rates; and to establish certain procedures to be
applied to CenterPoint Houston for the calendar years 2006 through 2009, consistent with the

attached Term Sheet for Settlement of CenterPoint Houston Electric Rate Case.

The City of Beasley recognizes that this agreement requires the acceptance and approval
of various parties to Docket No. 32093 and the Public Utility Commission of Texas (PUCT) in
order to be implemented. The City of Beasley by its signature requests the PUCT to approve this

agreement.

CenterPoint Energy Houston Electric LLC

Terry D. Finley
Vice President, Western Region

City of Beasley

oute: L 75 L L

Attachment: Term Sheet for Settlement of CenterPoint Energy Houston Electric (CEHE) Rate

Case (pages 1 through 7)



April 18, 2006

The City of Beasley enters into an agreement with CenterPoint Energy Houston Electric,
LLC (“CenterPoint Houston”) effective this 18th day of April, 2006. This agreement recognizes
that on December 16, 2005, the Public Utility Commission of Texas issued an order in Docket
No. 32093 requiring CenterPoint Houston to file a transmission and distribution rate filing
package on or before April 15, 2006. The City of Beasley desires to resolve all issues related to
Docket No. 32093; to continue existing base rates; and to establish certain procedures to be
applied to CenterPoint Houston for the calendar years 2006 through 2009, consistent with the

attached Term Sheet for Settlement of CenterPoint Houston Electric Rate Case.

The City of Beasley recognizes that this agreement requires the acceptance and approval
of various parties to Docket No. 32093 and the Public Utility Commission of Texas (PUCT) in
order to be implemented. The City of Beasley by its signature requests the PUCT to approve this

agreement.

CenterPoint Energy Houston Electric LLC

Date:

City of Beasley 2 = e
Date: '
Attachment: Term Sheet for Settlement of CenterPoint Energy Houston Electric (CEHE) Rate

Case (pages 1 through 7)




2)

3)

4)

TERM SHEET FOR SETTLEMENT OF
CENTERPOINT ENERGY HOUSTON ELECTRIC (CEHE) RATE CASE

Provide a system wide annual benefit of $70 million ($50 million plus $20 million for
renegotiated City of Houston franchise) for each of the years 2006-2009*

Dollars in Millions

System

Wide
a. Conservation/Energy efficiency programs** $15

b. Public use to promote health, safety,

welfare of citizens and rate credits $26
- ¢. Franchise payments to non-Houston cities $ 4
d. Renegotiated franchise payment to City of Houston $20
e. Storm reserve $5
Totals in millions $70

Current CEHE base rates will not change.
The Company will continue to be able to file for the following:

a. Updates to Transmission Cost Recovery Factors

b. Updates to Transmission Cost Of Service

¢. Surcharges for advance metering as approved by the PUC (parties may intervene)
d. Tariffs/riders to comply with the retail market’s new terms and conditions

Beginning with the reporting year 2006, CEHE agrees to file an Annual Settlement
Report providing a calculation based on the PUC’s current annual Earnings
Monitoring Report. The expenditures associated with paragraph 1 above shall be
included in the report and considered reasonable and necessary expenses for purposes
of calculating CEHE’s earned returns on equity (ROE) and overall cost of capital.
There will be a ROE range of 10% to 11%. In the event that the calculated ROE is
above the 11%, an additional amount equal to one-half of those excess revenues
above that point will be provided as an additional benefit prorated between
conservation/energy efficiency programs and public use in the calendar year
following the year monitored by the Annual Settlement Report. In the event that the
calculated ROE falls below the 10%, then one-half of the revenue shortfall will

reduce the annual benefit prorated between conservation/energy efficiency programs -

and public use. In the event that the ROE exceeds 12%, the settlement agreement
may be reopened. See Appendix A
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5) CEHE agrees to file a system wide rate case in June 2010, based on a 2009 test year,
unless the Cities and the Company mutually agree that such a filing is unnecessary.

6)  Rates can be adjusted for force majeure (including but not limited to
regulatory/legislative changes, tax law changes, accounting changes or terrorism).

Assumes agreement by all coalition cities.
The annual benefit associated with conservation/energy efficiency programs is in
addition to the $13 million currently in base rates.

* %k
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Appendix A
CenterPoint Energy Houston Electric (CEHE)

If ROE > 12% - Option to Re-Open

If ROE > 11%
Excess Revenues
Shared 50/50
and Provided as
an Additional
Annual Benefit*

T i M

If ROE is within this Range, T

ENEENENNEREEN| 105% Midpoint ROE

No Change to Annual Benefit 1

11.0% ROE

10.0% ROE

et o

If ROE < 10%
Annual Benefit
to be Reduced
by One-half of

Revenue Shortfall*

AR B R RIS ren ggnservatonienergy
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ALLOCATION OF BENEFITS

Recommendation for the proposed allocation of the annual benefit of $50 million is as
follows:

I Franchise agreements for cities other than Houston will be extended for 30 years or

' until 2046, which ever is sooner, contingent on an approved settlement agreement.

The franchise payments for these cities will be based on the average of the two

highest years from 1998-2005, but in no case will it be less than the highest annual

payment received since deregulation. This is consistent with the mechanism used in

the City of Houston’s new franchise agreement. Re-negotiated franchises are not

reflected in current base rates and will be taken into account under paragraph 4 of the

term sheet. The City of Houston annual franchise payment increased by
approximately $20 million.

2. Storm reserve in the amount of $5 million is an estimated annual amount to build the
reserve to handle costs associated with a catastrophic event and will be applied on a
system-wide basis only.

3. Additional Conservation/Energy Efficiency measures above those included in current
base rates are projected to be approximately $15 million a year. The projected
funding will be allocated between the City of Houston (40%) and all remaining areas
(60%). The 40% allocation approximates the revenues received from meters located
within the City of Houston.

4. Any remaining dollars that have not been used to achieve the $50 million annual
benefit will be allocated to Public use to promote health, safety & welfare of citizens
and provide rate credits. These amounts will be allocated based on a ratio of kwh
delivered in each city to the kwh delivered on the total system.

Based on above, the following allocations were determined:

Total system wide annual benefit $50 million

1) Houston total * $16 million
Conservation/Energy Efficiency $ 6 million
Public Use $10 million

2) Non Houston total $29 million
Franchise ' $ 4 million
Conservation/Energy Efficiency $ 9 million
Public Use $16 million

3) Storm Reserve $ 5 million

* Increases to $36 million when renegotiated Franchise payment of $20 million is added.
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CenterPoint Energy Houston Electric - Energy Conservation Expansion Plan

Projected
Current Additional
Program Program Type Spending Spending
Community Weatherization Low Income - Existing $0.4 $1.6
Hard-to-Reach Std. Offer Low Income - Existing 1.9 1.0
Multi-Family Water/Space Htg Low Income - Existing 0.5 0.5
Energy Star Affordable Homes Low Income - Existing 0.1 0.5
Appliance Recycling/Replacement Low Income/Residential - New 1.0
Community Agency Outreach Low Income - New 1.0
Multi-Family Energy Efficiency Multi-Family Res. - New 1.0
Energy Star New Home Residential - Existing 3.0 1.0
Trees for Efficiency Res./Low Income — Existing Pilot 0.1 0.2
Energy Outreach/Education Residential - New 1.0
Residential / Sm Commercial Std. Offer Res./Sm.Commercial — Existing 0.8 1.0
Load Management Res./Commercial - New 0.1 0.5
Green Building / LEED Program Commercial - New 0.5
Commercial/Industrial Std. Offer Commercial/Industrial Existing 4.6 2.0
Building Commissioning Commercial/Industrial Existing 1.6 0.5
Smart Schools Institutional - Existing Pilot 0.3 0.7
Municipal Efficiency Program Municipal - New 1.0
Total $13.4 $15.0
(1) All spending values in million $
(2) Projected additional spending is incremental over current spending.
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Criteria/Rationale for Selecting Programs

* Emphasize Residential and low income but not exclusively

* Scale-up existing programs based on current demand for them

* Select programs with fast start-up

* Add new programs which we have implemented in past or which have been implemented
by other utilities '

* Select programs that are sustainable and can transform energy efficiency markets

* Leverage and expand the Pleasantville weatherization initiative ,

* Integrate the TDHCA weatherization program into low-income weatherization program

 Utilize local community action and development agencies as an energy conservation
delivery channel

* Initiate a strong bilingual consumer outreach and education program that gives
consumers useable tools and information to control and manage energy bills

* Programs are implemented through the competitive market by energy efficiency service
providers to maximum extent

Program Descriptions

Community Weatherization — Expansion of the Pleasantville weatherization project to other
communities and multi-family dwellings. Integrates TDHCA Weatherization Program.

Hard-to-Reach Standard Offer — Incentives for energy efficiency measures targeting
customers below 200% of federal poverty guidelines.

Multi-Family Water and Space Heating — Incentives to developers for installation of gas water
and space heating in apartments, primarily low-income.

Energy Star Affordable Homes — Promotion of Energy Star efficiency standards in affordable
new home market.

Appliance Recycling/Replacement — Removal of old refrigerator and replacement with new
energy efficient model for low income customers. Also includes window A/C upgrades plus
insulation addition.

Community Agency Outreach — Incentive program for efficiency upgrades to new and existing
- homes through area community development and action agencies such as Sheltering Arms,

Urban League, Habitat for Humanity, Rebuild Houston Together, etc.

Multi-Family Energy Efficiency — Incentives to builders/developers who build apartments to
Energy Star standards.

Energy Star New Home - Promotion of energy efficient new home construction through
incentives, training, Energy Star certification.
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Trees for Efficiency — Promotion of tree planting to promote shading and reduced A/C energy
use. Includes low income component involving City of Houston/Houston HOPE organization.

Energy Outreach/Education — Area-wide dissemination of educational materials and kits to
give customers tools to reduce energy use.

" Residential/Small Commercial Standard Offer - Incentives for a variety of residential and
- small commercial efficiency measures.

Load Management — Payments to customers for shifting electric load from peak to off-peak
- periods. The City of Houston plus other cities have participated in this type of program in the
past.

Green Building/LEED Program — Incentives to commercial developers/building owners for
- construction of green/LEED (Leadership in Energy and Environmental Design) qualified
buildings.

Commercial/Industrial Standard Offer — Incentive program for installation of efficiency
measures in large commercial and industrial facilities.

Building Commissioning — Energy audit and building tune-up for commercial and industrial
facilities.

Smart Schools — District-wide energy management program for local school districts.

Municipal Efficiency Program — Incentives for energy efficiency projects at municipal
facilities including office buildings, water/wastewater facilities, traffic light upgrades to LED’s.
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