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PacifiCorp - Stakeholder Feedback Form 
2015 Integrated Resource Plan 

PacifiCorp (the Company) requests that stakeholders provide feedback to the Company upon the conclusion of each 
public input meeting and/or stakeholder conference calls, as scheduled. PacifiCorp values the input of its active and 
engaged stakeholder group, and stakeholder feedback is critical to the IRP public input process. PacifiCorp requests that 
stakeholders provide comments using this form, which will allow the Company to more easily review and summarize 
comments by topic and to readily identify specific recommendations, if any, being provided. Information collected will be 
used to better inform issues included in the 2015 IRP, including, but not limited to the process, assumptions, and analysis. 
In providing your feedback, PacifiCorp requests that the stakeholders identify whether they are okay with the Company 
posting their comments on the IRP website. 
 

☒Yes   ☐No May we post these comments to the IRP webpage? Date of Submittal 8/14/2014 

*Name:  Lisa Tormoen Hickey  Title: Attorney 

*E-mail: lisahickey@coloradolawyers.net Phone: Click here to enter text. 

*Organization: Interwest Energy Alliance   

Address: 14 N. Sierra Madre Suite A 

City: 
Colorado Springs  
  

State: CO Zip: 80903 

Public Meeting Date comments address: 

Supply side costs 
generally, carbon costs 
and fuel price hedging 
benefits of renewables 

  ☒ Check here if not related to specific meeting 

List additional organization attendees at cited meeting: Click here to enter text. 

 
*IRP Topic(s) and/or Agenda Items: List the specific topics that are being addressed in your comments. 
Click here to enter text. 
 

   ☐ Check here if any of the following information being submitted is copyrighted or confidential. 

 
*Respondent Comment: Please provide your feedback for each IRP topic listed above. 
Costs for wind energy should reflect recent cost reductions and capacity value increases available in the Eastern 
side, Wyoming in particular, which are likely to be similar to the costs available throughout the Central region 
of the US, in the wind-rich plains states.   Xcel Energy recently found additions of wind and solar energy along 
with natural gas to be less expensive that simply adding natural gas as replacement resources for retiring coal 
units in its RFP results reported in 2013.   The wind bids were touted to provide emission-free energy to its 
customers at an equivalent, levelized natural gas price of approximately $4.26/MMBtu for twenty-five years 
thereby helping reduce customer exposure to potential increases in natural gas prices and future greenhouse gas 
regulation.    
See PSCo 120-Day Report, 2011 ERP, cited below, pp. 10-15, and Table 9, Bid Portfolio Summary, p. 40 (PDF 
page 42). 
 
PacifiCorp should model similar costs for wind, with 38% capacity values based on Wyoming wind potential.   
PacifiCorp should perform a trigger point analysis to reflect what price points would result in additional 
penetration of wind energy, for substantial (greater than 250 MW) capacity amounts to be acquired prior to 
2020.     
Utility-scale PV solar average energy prices have fallen from $0.21/kWh in 2010 to $0.11/kWh at the end of 
2013.  Weighted average PV system prices fell 15 % in 2013 to a low of $0.25/kWh.  PacifiCorp modeling 
should reflect these low prices.   PacifiCorp should perform trigger point analysis to reflect what price points 



* Required fields 

would result in additional penetration of significant amounts of utility-scale solar energy by 2018 and 2020, in 
part to capture the incentive tax credit higher valuables which expire soon. 
Wind and solar energy offer multiple benefits including cost predictability, financial risk hedge benefits 
(including fuel price hedge and market price response), environmental benefits, including reduced water use and 
water pollution, reduction in CO2 and criteria pollutants, along with significant economic benefits.  Solar 
energy can offset higher operating costs of natural gas-fired facilities and supplement base load generation to 
help meet peak demand.   
Public Service Company of New Mexico recently published RFP results, which should be comparable to those 
available in PacifiCorp service territory, at least in Utah.  See attached, described in more detail below.  Also, 
recent QF proposals which have been contracted also reflect higher capacity factors. 
 
 
Data Support: If applicable, provide any documents, hyper-links, etc. in support of comments. (i.e. gas forecast is too 
high - this forecast from EIA is more appropriate). If electronic attachments are provided with your comments, please list 
those attachment names here.  
PSCo 2013 120-Day Report is found at 
http://www.xcelenergy.com/staticfiles/xe/Corporate/Corporate%20PDFs/Redacted_Version_120DayReport_RE
VISED_FINAL.pdf. 
Utility scale solar prices found at Figure 1, “Falling Prices for Utility-Scale Solar PV Projects, U.S. Dep’t of 
Energy, “Progress Report: Advancing Solar Energy Across America” (Feb. 12, 2014),  
http://www.energy.gov/articles/progress-report-advancing-solar-energy-across-america. 
 
Public Service Co of New Mexico (PNM) has issued recent RFPs which also reflect low wind and solar prices:  
wind at $ 37/MWh.   40 MW of PV solar was acquired for $68.20/MWh.  See attached, pdf pages 78, 123-26 
and 142 (public RFP results) from Patrick J. O’Donnell testimony, PNM’s Application for 2014 Procurement 
Plan.   Some highlighting included for convenience. 
 
 
 
 
Recommendations: Provide any additional recommendations if not included above - specificity is greatly appreciated. 
Include these low costs and higher capacity factors for wind and solar energy reflected in the most recent RFPs 
in your modeling assumptions.   Include trigger point analysis for wind and utility scale solar energy. 
 
In addition to the Sec 111d assumptions, include carbon costs, with a mid-range of $56/tonne (based on Federal 
Social Cost of Carbon, with a 3% discount rate) 
And a sensitivity of $80/tonne (federal Social Cost of Carbon with a 2.5% discount rate) and 
A sensitivity case of a high carbon price of $125/tonne (federal Social Cost of Carbon with a 3% discount rate), 
in order to provide some bookend information 
When modeling for 111d, is it possible to reverse the order of the assumptions, so that renewables are the first 
input, essentially reversing the order of application of each Building Block?   If some limits are required to 
avoid overstating possible renewable assumptions, the trigger point analysis could potentially provide a rational 
limitations.   In other words, to the extent of the trigger point, what is the modeling result if renewables are 
added first to comply with Sec. 111d? 
Thank you. 
 
 
 
 
Thank you for participating. 
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June 2, 2014


Melanie Sandoval
New Mexico Public Regulation Commission
P.E.R.A. Building
1120 Paseo de Peralta
Santa Fe, NM 87501


RE: PNM’s Renewable Energy Portfolio Procurement Plan for 2015


Dear Ms. Sandoval:


In compliance with 17.9.572 NMAC ("Rule 572"), Public Service Company of New Mexico
("PNM") hereby files its Renewable Energy Portfolio Procurement Plan for 2015 ("2015
Plan"). This filing includes an Executive Summary and the direct testimony and exhibits of
five PNM witnesses in support of the 2015 Plan and its proposal to amend PNM’s
Renewable Energy Rider, Rate Rider No. 36, effective January 1, 2015, to begin recovery of
renewable energy procurement costs to be incurred during calendar year 2015. The filing also
includes a Proposed Form of Notice of Proceeding.


Enclosed is a check for $25.00 for the filing fee.


The original and five copies are for filing. Please conform the extra copy for our files and
return with our courier. If you have any questions regarding this filing, please contact me at
505-241-2479.


Respectfully,


Thomas J.
Senior Project Manager, Regulatory


cc:    Certificate of Service


GCG # 518185







EXECUTIVE SUMMARY OF PNM’S RENEWABLE ENERGY PORTFOLIO
PROCUREMENT PLAN FOR 2015


On June 2, 2014, PNM filed its Renewable Energy Procurement Plan for 2015 ("2015
Plan") requesting approval by the New Mexico Public Regulation Commission ("Commission")
of renewable energy procurements during 2015 that will enable PNM to fully comply with the
state’s Renewable Portfolio Standard ("RPS") quantity requirements at a total annual cost that is
less than the Reasonable Cost Threshold ("RCT") for both 2015 and 2016.


PNM requests Commission approval of the following:
Construction in 2015 of 40 MW of PNM-owned solar photovoltaic ("PV") facilities
at sites within PNM’s service area. RECs from these facilities are needed to meet the
projected 2016 RPS quantity requirements. PNM requests a CCN for these facilities,
to the extent that the Commission determines that a CCN is required.
A capacity reservation in 2015 to customer-sited solar systems sized above 100 kWAc


of 2 MW at a price of $0.02 per kWh.
Modification of the Lightning Dock Geothermal PPA procurement that was approved
in Case No. 12-00131-UT, to reduce the maximum purchase obligation to 60,000
MWh annually to better match PNM’s need for RECs and the actual geothermal
production experience at the facility. PNM will have an option to purchase additional
energy generated above that amount at a reduced price.


Costs of the plan are projected to total $21.2 million in 2015 and $25.5 million in 2016,
net of avoided fuel cost and including fees for registration and retirement of RECs through the
Western Renewable Energy Generation System ("WREGIS"). PNM requests approval of a
Renewable Energy Rider rate for 2015 of $0.0059504 per kWh effective January 1, 2015. The
estimated cost during 2015 to an average residential customer consuming 600 kWh per month
will be $3.57 per month, an increase of $0.81 per month above the amount currently billed.


PNM’s filing is supported by testimony of five witnesses that addresses the overall
objectives of the 2015 Plan and describes the proposed procurements and approvals and their
estimated costs, the RFP process through which the proposed procurements were identified,
compliance with the RPS, RCT and diversity requirements of the Commission’s rule, the
revenue requirements resulting from these procurements, and the development of the 2015
Renewable Energy Rider rate and its impact on customer bills.


GCG # 518165
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PUBLIC SERVICE COMPANY OF NEW MEXICO
RENEWABLE ENERGY PORTFOLIO PROCUREMENT PLAN FOR 2015


I. INTRODUCTION


Public Service Company of New Mexico ("PNM") files this Renewable Energy Portfolio


Procurement Plan for 2015 ("2015 Plan") in compliance with the Renewable Energy Act


("REA"), NMSA 1978, §§ 62-16-1 to -10 and 17.9.572 NMAC ("Rule 572") of the rules of the


New Mexico Public Regulation Commission ("NMPRC" or "Commission").


SUMMARY OF REQUESTED APPROVALS FOR PROCUREMENTS


To comply with the Renewable Portfolio Standard ("RPS") in 2016 PNM requests


Commission approval of the following renewable energy procurements in 2015:


a. New Solar Procurement: The construction under a turnkey contract in 2015 of 40


MW of PNM-owned solar photovoltaic ("PV") facilities at sites within PNM’s


service area. RECs from these facilities are needed to meet the projected 2016 RPS


requirement of the REA and Rule 572.1 In addition, PNM requests a Certificate of


Public Convenience and Necessity ("CCN") for these facilities, to the extent that the


Commission determines that a CCN is required.


b. Distributed Generation Capacity Reservation: PNM requests Commission approval to


set a 2015 capacity reservation of 2 MWAc at a price of $0.02 per kWh REC for


systems sized over 100 kWAc and up to 1 MWA¢. PNM requests a variance from the


final order in Case No. 11-00265-UT to implement the $0.02 per kWh REC price.


The Commission has approved similar requests in Case Nos. 12-00131-UT and 13-


00183-UT.


I PNM notes that while its proposed 2015 procurements are needed to meet 2016 RPS requirements, they will be
"procured" in 2015 in that PNM will need to "commit to generate or purchase" these procurements in 2015. See
Rule 572.7(A).
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Co Revised Geothermal Procurement:


In Case No. 12-00131-UT, the Commission approved the procurement of energy and


RECs from a proposed 10 MW geothermal generating facility under a purchased


power agreement ("PPA") with Lightning Dock LLC. The facility went into service


in January 2014 and currently has a capacity of about 4 MW. PNM and Lightning


Dock are in the process of revising the PPA to reduce PNM’s maximum purchase


obligation from the total output of a 10 MW facility to 60,000 MWh annually, which


is approximately equivalent to an 8 MW facility. PNM will have an option to


purchase additional energy up to the equivalent of 10 MW and a right of first refusal


for energy from any expansion beyond 10 MW. The reduced purchase obligation


more closely matches PNM’s currently estimated need for RECs in the "other"


renewable resource category and the production history of the facility to date. PNM


requests the Commission’s approval of these revisions to the procurement of energy


and RECs from this facility.


RPS AND RCT CALCULATIONS


PNM’s projected RPS requirements for 2015 and 2016 are shown in Table 1, below. The


calculation of the net RPS requirement takes account of the Rule 572.7(M) rate cap relating to


certain large, non-governmental consumers with consumption exceeding ten million kilowatt


hours per year. The effect of this rate cap is to reduce the total RPS requirement.
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TABLE 1 -- PROJECTED RPS REQUIREMENTS FOR 2015-2016


1


2


3


4


5


6


Annual Sales (MWh)


RPS (%)


RPS (MWh)


Large Customer Adjustment (MWh)


Net RPS Goal (MWh)


Net RPS Goal (%)


8,399,977


15%


1,259,997


104,674


1,155,318


13.8%


8,426,065


15%


1,263,910


113,439


1,150,4707


13.7%


7 2015 Solar PV 40 MW 116,276


8


9


10


11


12


Existing Portfolio Annual Energy (MWh)


2015 Plan Procurements (MWh)


Total Portfolio Procurements (MWh)
Portfolio Percent of Annual Energy (%)


Portfolio Percent of RPS Goal (%)


1,160,344


1,160,344


13.8%


100.4%


1,048,613


116,276


1,164,889


13.8%


101.3%


13


14


15


16


Wind Diversity (%)


Solar Diversity’ (%)


Other Diversity (%)


DG Diversity (%)


71.6%


20.2%


5.2%


3.0%


60.5%


31.3%


5.2%


3.0%


17


18


19


20


21


Pro~ected Annual Revenues ($)


RCT Limit (%)


RCT Limit ($)


Portfolio Compliance Cost ($)


Portfolio RCT (%)


$915,033,835


3.00%


$27,451,015


$21,206,794


2.32%


$916,388,951


3.00%


$27,491,669


$25,520,689


2.78%
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Under Rule 572.12, the RCT for 2015 and 2016 is 3.0% of plan year total revenues as


defined in Rule 572.7(K). In applying the RCT, PNM used projected revenues in 2015 and 2016,


but separately calculated the revenue contributions of those customers subject to the rate impact


cap in Rule 572.7(M) and all other customers. The resulting plan year revenues are projected to


be $915.0 million in 2015 and $916.4 million in 2016 (Table 1, line 17).


Table 1 also compares the compliance cost of PNM’ s renewable portfolio to the RCT.2 In


both 2015 and 2016, PNM’s anticipated portfolio cost for compliance with the RPS (Table 1,


line 20) is less than the RCT (Table 1, line 19). Compared to the RCT of 3%, PNM estimates that


the RPS compliance cost of its existing and proposed procurements and programs will be 2.32%


in 2015 and 2.78% in 2016.


II.    EXISTING RENEWABLE ENERGY, RESOURCES


PNM’s existing renewable energy portfolio consists of all resources previously approved


by the Commission, including resources that are still under development during 2014. They


include wind, solar and geothermal resources, including customer-sited distributed generation


("DG") solar facilities, and a small number of RECs from hydro-electric generation.


EXISTING WIND:


¯ New Mexico Wind Energy Center ("NMWEC"): This is a 200 MW wind generation


facility located in eastern New Mexico that is owned and operated by NextEra Energy


Resources. Under a 25-year PPA, PNM purchases all of the energy and RECs produced by


2 For purposes of the 2015 Plan and supporting testimony, the "RPS compliance cost" is the annual revenue
requirement of the procurement, net of applicable avoided costs, plus WREGIS fees and any applicable carrying
charges.


4







PUBLIC SERVICE COMPANY OF NEW MEXICO
RENEWABLE ENERGY PORTFOLIO PROCUREMENT PLAN FOR 2015


NMWEC, which on average has been about 525,000 MWh per year. A portion of the NMWEC


output is used to supply energy and RECs for the PNM Sky Blue program ("PNM Sky Blue")


pursuant to Rule 572.18. RECs used for PNM Sky Blue sales are not used for RPS compliance,


consistent with Rule 572.10(A). The projected number of NMWEC RECs available for RPS


compliance, excluding those RECs retired for PNM Sky Blue, is 503,713 MWh in 2015 and


502,131 MWh in 2016. The RPS compliance costs for NMWEC generation and RECs are


projected to be ($3.2 million) in 2015 and ($3.3 million) in 2016, thereby reducing the overall


compliance cost of the renewable energy portfolio.


Red Mesa Wind Energy Center: This is a 102 MW wind facility located in Cibola


County, about 50 miles west of Albuquerque. PNM has a 20-year PPA to procure energy and


RECs from this facility. Purchases under the PPA will begin January 1, 2015. The energy will be


delivered to PNM at the Red Mesa station on the Kermac-West Mesa transmission line. Annual


generation is expected to average 208,223 MWh and the RPS compliance cost is projected to be


($0.9 million) in 2015 and ($1.0 million) in 2016, thereby also reducing the overall compliance


cost of the portfolio.


¯ Wind RECs: In Case No. 13-00183-UT, the Commission approved the procurement


of 89,102 MWh of wind RECs from Southwestern Public Service Co. ("SPS") and 30,898 MWh


of wind RECs from Golden Spread Electric Cooperative, Inc. ("GSEC"). The RECs will be


delivered to PNM at the end of 2015 and will be used for 2015 RPS compliance. The projected


RPS compliance costs in 2015 for these procurements are $380,020 and $131,780, respectively.
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EXISTING SOLAR:


Q 22.5 MW Solar Facilities: In 2011, PNM acquired, under a turnkey construction


contract, 22 MW of solar PV generating facilities located at five sites within PNM’s New


Mexico service area. PNM also completed a demonstration project consisting of 500 kW of solar


PV generation with battery storage. PNM estimates that these facilities will produce 53,363


MWh of energy and RECs during 2015 and 53,092 MWh of energy and RECs during 2016. The


projected RPS compliance cost is $4.2 million in 2015 and $3.9 million in 2016.


Q 20 MW Solar Facilities: In 2013, PNM completed the construction of an additional


21.5 MW of solar PV facilities located at four sites (i.e., two in Los Lunas, one in Alamogordo,


and one in Deming), which were approved by the Commission in Case No. 12-00131-UT. Under


the final order in Case No. 10-00018-UT, 1.5 MW of these solar facilities are dedicated to supply


the PNM Sky Blue program, and, therefore, the RECs generated from these 1.5 MW are not


projected to be used for RPS compliance purposes. The projected amount of energy and RECs


from the 20 MW of solar facilities which can be used for RPS compliance during 2015 and 2016


is 48,228 MWh and 47,986 MWh, respectively. The projected RPS compliance cost associated


with these facilities is $4.1 million in 2015 and $3.2 million in 2016.


23 MW Solar Facilities: Under construction at the present time are 23 MW of PNM-


owned solar facilities approved by the Commission in Case No. 13-00183-UT. These facilities


will be located in four different locations in PNM’s service area and are expected to be in-service


by December 2014. Projected generation from these solar facilities is expected to be 64,500


MWh in 2015 and 64,178 MWh in 2016. Projected RPS compliance costs are $4.6 million in


2015 and $3.4 million in 2016.
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30 kW Facilities: PNM owns solar PV facilities at its Aztec building (5 kW) and at


Algodones (25 kW). RECs from these facilities have a grandfathered 3-to-1 weighting for RPS


purposes. Generation at these facilities is projected to result in 145 MWh of RECs for RPS


compliance purposes in 2015 and 144 MWh in 2016. The amortization of the capital investment


for these facilities is complete; so, there is no revenue requirement associated with RECs from


these facilities. The RPS compliance costs for generation and RECs from these facilities is


approximately ($1,800) in 2015 and 2016.


EXISTING "OTHER":


¯ Geothermal: The Dale Burgett Geothermal Facility (also known as the Lightning


Dock geothermal facility) generates electricity using geothermal resources and is located in the


Animas Valley in Hidalgo County, about 20 miles southwest of Lordsburg, New Mexico. PNM


purchases the energy and associated RECs from this facility under a PPA with a term of 20


years. The plant went into service in January 2014. The amount of energy and RECs currently


projected.to be delivered to PNM from this facility is 60,000 MWh per year. PNM is in the


process of revising the PPA to reflect this level of production and to include an option to


purchase generation above that amount at a reduced price. The projected RPS compliance cost


for energy and RECs from this facility is $4.1 million in 2015 and $4.2 million in 2016.


¯ Santa Fe Hydro: In 2011, PNM entered into a five year agreement with the City of


Santa Fe to purchase RECs associated with a small hydroelectric generator in Santa Fe. The


amount of RECs delivered to PNM in 2015 is projected to be 150 MWh. The RPS compliance


cost is projected to be $3,002.


7
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EXISTING DISTRIBUTED GENERATION:


PNM purchases RECs generated by customer-sited DG solar energy systems under


several Customer Solar Purchase Programs ("CSP Programs") as described in Table 2. These


include the Small Photovoltaic ("PV") REC Purchase Program ("Small PV Program"), Large


Photovoltaic REC Purchase Program ("Large PV Program"), Solar REC Incentive Programs


("SIP"), Customer Solar REC Purchase Program ("CSPP"), and Capacity Reservation Program.


The distributed generation Capacity Reservation Program is described in PNM’s Rate


No. 32. Under Rate No. 32, PNM is required to propose in its annual renewable energy plan a


capacity limit for the procurement of RECs under this program during the next calendar year. For


2015 PNM is proposing a capacity limit of 2 MWAc for customer-sited solar DG systems sized


over 100 kWAc and up to 1 MWAc and a purchase price of $0.02 per kWh REC.


PNM projects that these customer-sited solar DG facilities collectively will generate


102,023 MWh of RECs in 2015 and 112,859 MWh of RECs in 2016, for an annual RPS


compliance cost of $7.7 million and $8.0 million, respectively.


Under the Final Order in Case No. 11-00265-UT, the REC purchase price in this program


is to be based on the highest accepted bid for RECs in the renewable plan year. However, in


2015, PNM will purchase only a limited number of RECs at the price of $0.00425 per kWh.


PNM does not believe this price is appropriate for the Capacity Reservation Program in 2015


and, therefore, requests a variance from the Case No. 11-00265-UT final order to continue the


$0.02 per kWh REC purchase price approved by the Commission for this program in Case No.


12-00131-UT.


8
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TABLE 2 - PARTICIPATION IN PNM’s CUSTOMER-SITED SOLAR REC PROCUREMENT
PROGRAMS (As of April 7, 2014)


PROGRAM:


Participation:
Installed Capacity:
Program Status:


Small PV REC Purchase Program
1,207 participants
3,064 kWAc
Closed to new participants per the Final Order Partially Adopting
Recommended Decision in Case No. 10-00037-UT, issued on
August 31, 2010.


PROGRAM:
Participation:
Installed Capacity:
Program Status:


Large PV REC Purchase Program
84 participants
8,105kWAc
Closed to new participants per the Final Order Partially Adopting
Recommended Decision in Case No. 10-00037-UT.


PROGRAM:
Participation:
Installed Capacity:
Program Status:


Solar REC Incentive Program (includes Interim SIP)
1,874 participants
16,152 kWAc
Closed to new participants per the Final Order 11-00265 UT.


PROGRAM:
Participation:
Installed Capacity:
Pending:


Program Status:


Customer Solar REC Purchase Program
818 participants
3,713 kWAc
231 active applications are pending project completion and
interconnection
Customer Solar REC Purchase Program approved in Case No. 12-
00131-UT was implemented effective January 1, 2013.


PROGRAM:
Participation:
Installed Capacity:
Pending:
Program Status:


Capacity Reservation Program*
2 participants in the 2012 capacity set-aside
639 kWAc
0 applications are pending project completion and interconnection
Capacity set-side program approved in Case No. 11-00265-UT has
been implemented.


Participation:
Installed Capacity:
Pending:
Program Status:


1 participant in the 2013 capacity set-aside
746 kWAc
2 applications are pending project completion and interconnection
Capacity set-side program approved in Case No. 12-00131-UT has
been implemented.


Participation:
Installed Capacity:
Pending:
Program Status:


0 participants in the 2014 capacity set-aside
0 kWac
4 applications are pending project completion and interconnection
Capacity set-side program approved in Case No. 13-00183-UT has
been implemented.


Note: The terms "capacity reservation" and "capacity set-aside" are commonly used interchangeably.
They both refer to the same program.
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III. REQUESTED APPROVALS FOR RENEWABLE RESOURCE
PROCUREMENTS


A. 2 MW Capacity Reservation: PNM requests approval to offer a 2015 capacity


reservation of 2 MWAc at a price of $0.02 per kWh REC for solar DG systems sized over 100


kWAc and up to 1 MWAc. PNM requests a variance from the final order in Case No. 11-00265-


UT to implement the $0.02 per kWh REC price.


B. 40 MW PNM-Owned Solar Facilities:PNM requests approval to acquire an


additional 40 MW of PNM-owned solar PV facilities that will be built under turnkey


construction contracts (1) with ASI/GGS, a joint venture between Affordable Solar, Inc. and


Grupo Gransolar, S.A., and (2) with Juwi Solar, Inc. These facilities will be constructed during


2015 at four sites within PNM’s service area and are expected to go into service during the


fourth quarter of 2015 as construction is completed. The facilities will use polycrystalline solar


PV modules and single-axis tracking. Construction and related costs for the 40 MW facilities are


projected at about $79.3 million. If the Commission determines that a CCN is needed for these


facilities, PNM requests that the Commission grant such a CCN in this proceeding. In 2016, the


output from these facilities is projected to be 116,276 MWh at a projected RPS compliance cost


of $6.9 million.


C. Revised Geothermal PPA: In Case No. 12-00131-UT, the Commission approved the


procurement of energy and RECs from a 10 MW geothermal project under a PPA with Lightning


Dock LLC. PNM requests approval to modify this procurement to set its maximum obligation


under the contract to 60,000 MWh annually to better match PNM’s need for RECs and the actual


geothermal production experience at the facility. Under a revised PPA, PNM will have an option
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to purchase additional energy at a reduced price and a right of first refusal for energy resulting


from expansion of the facility above 10 MW.


IV. RESOURCE DIVERSITY


PNM’s existing renewable resources are sufficient to satisfy all the resource diversity


requirements in 2015 and 2016. Table 1, above, shows PNM’s projected renewable resource


diversity by percentages for 2015 and 2016.


V.    RENEWABLE RIDER FOR 2015


In Case No. 12-00007-UT the Commission authorized PNM to implement a rate rider


("Rider 36" or "Renewable Rider") to recover the costs of renewable resources approved by the


Commission, and the costs of WREGIS registration. The rider rate is adjusted annually, effective


each January 1st to account for new Commission-approved procurements, changes in estimated


revenue requirements for previously-approved procurements and projections of kWh sales, and is


later "reconciled" or "trued-up" as necessary to account for actual revenue requirements and


sales during the prior year. Costs that are recovered in base rates or through the fuel and


purchased power adjustment clause, such as NMWEC, are not included in the Rider 36 revenue


requirement, nor are revenue requirements for facilities that are not yet in service, such the


proposed 40 MW solar procurement that will be constructed in 2015, if approved.


For 2015, the revenue requirement to be recovered through Rider 36, including WREGIS


fees, is $44.7 million and PNM is requesting approval of a Rider 36 rate to be effective January
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1, 2015 of $0.0059504 per kWh. For an average residential customer consuming 600 kWh per


month, the cost would be $3.57 per month, an increase of $0.81 per month.


VI. APPROVALS REQUESTED


PNM requests Commission approval of the following:


1. The proposed procurements and variance described in Part III, above, including, if


needed, a CCN for the proposed 40 MW of PNM-owned solar PV facilities to be constructed in


2015.


2. Recording as a regulatory asset the costs to construct the 40 MW of new PNM-


owned solar facilities at the time each such facility goes into service, and authorization to recover


these costs and applicable carrying charges in future rates;


3. Approval of PNM Advice Notice No. 496 to implement a 2015 Rider No. 36 rate


of $0.0059504 per kWh effective January 1, 2015;


7. Such other and further relief as the Commission may deem necessary or


appropriate.
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Respectfully submitted,


PUBLIC SERVICE COMPANY OF NEW MEXICO


~.--~ enj amin~P~p~,-t~s~.- ¢


Associate General Counsel
PNM Resources
Corporate Headquarters - Legal Department
Albuquerque, NM 87158-0805
Phone: 505-241-4836
B en.Phillips @ pnnu’esources.com


Bradford A. Borman
Senior Corporate Counsel
PNM Resources
Corporate Headquarters - Legal Department
Albuquerque, NM 87158-0805
Phone: 505-241-4864
Bradford.Borman@pnmresources.com


Attorneys for Public Service Company of New Mexico


GCG # 518184
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BEFORE THE NEW MEXICO PUBLIC REGULATION C MM~,~,~ ~]0N


IN THE MATTER OF PUBLIC SERVICE )
COMPANY OF NEW MEXICO’S
RENEWABLE ENERGY PORTFOLIO
PROCUREMENT PLAN FOR 2015 AND
PROPOSED 2015 RIDER RATE
UNDER RATE RIDER NO. 36


PUBLIC SERVICE COMPANY OF NEW
MEXICO,


Petitioner


)
)
)
)
)
)
)
)
)
.)


FORM OF NOTICE OF PROCEEDING


Case No. 14-00}~’~-UT


NOTICE is hereby given of the following matters pertaining to the above captioned case


pending before the New Mexico Public Regulation Commission ("NMPRC" or "Commission"):


On June 2, 2014, Public Service Company of


Renewable Energy Portfolio Procurement Plan for 2015


New Mexico ("PNM") filed a


("2015 Plan") pursuant to the


Renewable Energy Act ("REA"), NMSA 1978, §§ 62-16-1 to -10 (2004, as amended through


2011), and the Commission’s Renewable Energy Rule 17.9.572 NMAC (8/30/2007) ("Rule


572"). As part of this filing, PNM is also seeking approval of a 2015 Renewable Energy


Rider rate under Rider No. 36.


PNM’s 2015 Plan requests approvals of the following:


¯ The installation by December 31, 2015, of 40 MW of PNM-owned solar photovoltaic


("PV") facilities. PNM states that the Renewable Energy Certificates ("RECs") from these


facilities are necessary to meet PNM’s RPS quantity requirements beginning in 2016 and that


generation from these facilities is projected to be approximately 116,276 MWh with an RPS


compliance cost in of $6.9 million in 2016. To the extent that the Commission determines that a







Certificate of Public Convenience and Necessity ("CCN") is required for the construction of


these solar facilities, PNM requests such a CCN.


¯ Pursuant to the procedure in PNM’s existing Rate 32 relating to REC purchases from


customer-sited solar DG facilities, the 2015 Plan proposes a 2015 capacity reservation of 2


MWAc for facilities sized over 100 kWac and up to 1 MWAc at a price of $0.02 per kWh. PNM


also requests a variance from the final order in Case No. 11-00265-UT to implement the $0.02


per kWh price.


In Case No. 12-00131-UT, the Commission approved the procurement of energy and


RECs from a 10 MW geothermal project under a PPA with Lightning Dock LLC. PNM requests


approval to modify this procurement to set its maximum obligation under the contract to 60,000


MWh annually to better match PNM’s need for RECs and the actual geothermal production


experience at the facility. Under a revised PPA, PNM will have an option to purchase additional


energy at a reduced price and a right of first refusal for energy resulting from expansion of the


facility above 10 MW.


PNM also seeks the following approvals in this proceeding:


¯ Pursuant to PNM’s Renewable Energy Rider ("Rider 36") and the Commission’s


directives in Case No. 12-00007-UT, PNM seeks to recover the costs for renewable energy


procurements during 2015 through Rider 36 and approval to change its current Rider 36 rate of


$0.0045959 per kWh to $0.0059504 per kWh, effective January 1, 2015. PNM states that the


impact on a residential customer using an average of 600 kWh monthly will be to increase the


monthly cost due to Rider 36 from $2.76 to $3.57 per month, an increase of $0.81 per month.







¯ PNM seeks approval to record as regulatory assets the costs of the 40 MW of new


PNM-owned solar PV to be constructed during 2015 and to recover those costs in a future rate


making proceeding.


Additionally, the Commission’s Final Order in Case No. 13-00183-UT directed PNM to


propose a comprehensive mechanism that attempts to identify whether or not there are


disproportional avoided fuel benefits received by customers subject to the cap on cost recovery


in NMSA 1978, 62-16-4.A(2) and to address rate and ratemaking issues and the associated and


interrelated impacts on customer rates. PNM’s testimony addresses this requirement and


describes actions that the Commission may consider in this case.


Finally, the Commission’s Final Order in Case No. 13-00183-UT directed PNM to


address several issues related to the recognition or non-recognition of avoided fuel costs from


interconnected distributed generation solar system. PNM’s testimony discusses these matters and


the Commission may take action on these matters in this case.


PNM is proposing that the following Revised Rider No. 36 charges become effective


January 1, 2015, in addition to any other charges that the customer is paying and be collected


through a line item charge on the customers’ bills.


Affected Electric Rate Classes Tariff Applied Current Rate* Proposed Rate
To be Effective


January 1, 2015"


Residential Service 1A & 1B PNM Rider No. 36 $0.0045959 per kwh $0.0059504 per kwh


Small Power Service 2A & 2B PNM Rider No. 36 $0.0045959 per kWh $0.0059504 per kWh


General Power Service 3B & 3C PNM Rider No. 36 $0.0045959 per kWh $0.0059504 per kWh


Large Power Service 4B PNM Rider No. 36 $0.0045959 per kwh $0.0059504 per kwh


Large Power Service for MiningPNM Rider No. 36 $0.0045959 per kWh $0.0059504 per kWh
Customers 5B
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Private Area Lighting Service 6


Irrigation Service 10A & 10B


Water & Sewage Pumping 11B


Large    Service for Public
Universities 15B


Streetlighting and
Service 20


Special Contract
Customers 23


Floodlighting


$0.0045959 per kWh


$0.0045959 per kWh


$0.0045959 per kWh


$0.0045959 per kWh


Service - Large


PNM Rider No. 36


PNM Rider No. 36


PNM Rider No. 36


PNM Rider No. 36


PNM Rider No. 36


PNM Rider No. 36


$0.0045959 per kWh


$0.0045959 per kWh


$0.0059504 per kWh


$0.0059504 per kWh


$0.0059504 per kWh


$0.0059504 per kWh


$0.0059504 per kWh


$0.0059504 per kWh


$0.0045959 per kWh $0.0059504 per kWhLarge Service, Manufacturing -PNM Rider No. 36
Distribution Level 30B


*Rates for each affected customers’ bill is exclusive of gross receipts tax and franchise fees
and takes into account the maximum annual cap of the lesser of $99,000 (as adjusted by
inflation) or 2% of annual revenues on certain customers.


For PNM North residential customers on Rate Schedule 1A without demand meters, the


present average monthly bill and the anticipated bill for each of the following levels of


consumption are as follows:


Consumption (kWh)


0


250


500


75O


1000


....  00o


Present Bill Anticipated bill


$5.OO $5.OO


$29.86 $30.20


$56.34 $57.02


$89.35 $90.37


$123.60 $124.96


$268.09 $270.80


For PNM South residential customers on Rate Schedule No. 1A without demand meters,


the present bill and the anticipated bill for each of the following levels of consumption are as


follows:
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Consumption (kWh)


0


250


5O0


750


1000


2000


Current Bill Anticipated bill


$5.OO $5.OO


$33.32 $33.66


$61.83 $62.51


$91.09 $92.11


$120.50 $121.85


$238.98 $241.69


The proposed rate changes stated by customer rate class are for informational purposes.


The final rates as approved may vary.


The present procedural schedule for this case is as follows:


a. On or before ¯ ., 2014, any person desiring to intervene to become a


party ("intervenor") in this case must file a motion for leave to intervene in


conformity with NMPRC Rules of Procedure 1.2.2.23(A) and 1.2.2.23(B)


NMAC.


b. Staff and any intervenor testimony shall be filed by ,2014.


c. Rebuttal testimony shall be filed by ,2014.


d. A public hearing on this matter shall be held beginning on            ,


2014 commencing at a.m. at the offices of the Commission, P.E.R.A.


Building, 1120 Paseo de Peralta, Santa Fe, New Mexico, and continued on


succeeding days, as determined by the Hearing Examiner.


The procedural dates and requirements of this case are subject to further order of the


Commission or Hearing Examiner.
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The Commission’s Rules of Procedure, 1.2.2 NMAC shall apply to this case except as


modified by order of the Commission or Hearing Examiner. A copy of such Rules may be


obtained from the offices of the Commission and such Rules are available at the official NMAC


website, http://www.nmprc.state.nm.us/nmac/.


Any person whose testimony has been filed shall attend the hearing and submit to


examination under oath.


Any interested person may appear at the time and place of the hearing and make written


or oral comment pursuant to 1.2.2.23(F) NMAC without becoming an intervenor. All such


comments shall not be considered as evidence in this case. Written comments, which shall


-UT, also may be sent to the Commission at the followingreference NMPRC Case No. 14-00


address:


New Mexico Public Regulation Commission
P.E.R.A. Building


1120 Paseo de Peralta
P.O. Box 1269


Santa Fe, NM 87504-1269
Telephone: (888) 427-5772


Interested persons should contact the Commission for confirmation of the hearing date,


time and place since hearings are occasionally rescheduled. Any interested person may examine


PNM’s Application and all other pleadings, testimony, exhibits and other documents filed in the


public record for this case at the Commission’s address set out above or at the offices of PNM at


the following address:


Public Service Company of New Mexico
414 Silver Ave. SW


Albuquerque, New Mexico 87102
Telephone: (505) 241-2700
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Anyone filing pleadings, testimony and other documents in this case may file them either


in person at the Commission’s docketing office in the P.E.R.A. Building in Santa Fe, New


Mexico, or by mail to the Commission’s address at P.O. Box 1269, Santa Fe, New Mexico


87504-1269, and must serve copies thereof on all parties of record and the Commission’s Utility


Division Staff ("Staff") in the manner indicated on the Certificate of Service for this case. All


filings shall be e-mailed to Staff and the. parties on the date they are filed with the Commission.


All filings shall be e-mailed to the Hearing Examiner at


Additional details regarding this proceeding and its procedural requirements are set forth in the


Hearing Examiner’s ,2014 Procedural Order.


Individuals with a disability who are in need of a reader, amplifier, qualified sign


language interpreter, or any other form of auxiliary aid or service to attend or participate in the


hearing, may contact the Commission’s docketing office at least 24 hours prior to the hearing.


The Commission’s docketing office may be reached at (505) 827-4526. Public documents


associated with the hearing can be provided in various accessible forms for disabled individuals.


Requests for summaries or other types of accessible forms also should be addressed to the Utility


Division at (505) 827-6941.


ISSUED at Santa Fe, New Mexico this __ day of 2014.


NEW MEXICO PUBLIC REGULATION COMMISSION


Hearing Examiner
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Main Offices
Albuquerque, NM 87158-1105
P 505 241-2700
F 505 241-2347
PNM. co m FILED


June 2, 2014


Ms. Melanie Sandoval
New Mexico Public Regulation Commission
1120 Paseo de Peralta
Santa Fe, NM 87501


PNM’s Advice Notice No. 496
Renewable Energy Portfolio Procurement Plan for 2015


Dear Ms. Sandovah


In compliance with 17.9.572 NMAC ("Rule 572") and concurrent with the filing of Public
Service Company of New Mexico ("PNM") Renewable Energy Portfolio Procurement Plan for
2015 ("2015 Plan"), PNM hereby files Advice Notice No. 496 to amend PNM’s Renewable
Energy Rider, Rate Rider No. 36, effective January 1, 2015 to begin recovery of renewable
energy procurement costs to be incurred during calendar year 2015.


The original and five copies are for filing. Please conform the extra copy for our files and
return with our courier. If you have any questions regarding this filing, please contact me at
505-241-4733.


Sincerely,


Carey J. Salaz
Regulatory Affairs Anfi]~;;t II


Cc:    COS


GCG #518203
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GERARD T. ORTIZ
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PLEASE STATE YOUR NAME, TITLE, AND BUSINESS ADDRESS.


My name is Gerard T. Ortiz. I am the Vice President of New Mexico Retail


Regulatory Services for Public Service Company of New Mexico ("PNM" or


"Company"). My business address is Public Service Company of New Mexico, Main


Office, Albuquerque, NM 87158-1105.


PLEASE SUMMARIZE YOUR EDUCATIONAL BACKGROUND AND


PROFESSIONAL QUALIFICATIONS.


I obtained a Master of Business Administration degree, with a concentration in


Finance, from the Robert O. Anderson Graduate School of Management at the


University of New Mexico in 1988. I graduated from New Mexico State University in


1981 with a Bachelor of Science degree in Electrical Engineering. I am a Registered


Professional Engineer in the State of New Mexico (Registration No. 9687). Since


1981, I have been employed by PNM, and have held a variety of engineering,


supervisory, and managerial positions in Distribution Engineering, Electric


Marketing, Business Planning, and Market Services in addition to my current


assignment. A statement of my experience and qualifications, including a list of the


New Mexico Public Regulation Commission ("NMPRC" or "Commission")


proceedings in which I have testified or filed testimony, is attached as PNM Exhibit


GTO-1.


WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY?


My testimony:
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Introduces PNM’s other witnesses who are presenting direct testimony in this


case;


Provides an overview of PNM Renewable Energy Portfolio Procurement Plan


for 2015 ("2015 Plan" or "Plan"), and explains PNM’s objectives in


developing the Plan, including achieving full compliance with the Renewable


Portfolio Standard ("RPS") within the Reasonable Cost Threshold ("RCT") as


provided in 17.9.572 NMAC ("Rule 572");


Presents the requested approvals for the 20115 Plan;


Presents an overview of PNM’s Renewable Energy Rider No. 36 ("Rider 36"


or "Rider");


Identifies, as directed in the Final Order in Case No. 13-00183-UT, the


disproportional avoided fuel benefits that are received by customers subject to


the cost cap of NMSA 1978 Section 62-16-4(A)(2) (2011), also referenced as


the large customer cap set forth in Rule 572.7(M), and describes a ratemaking


methodology that could be used to address this issue;


Provides, as directed in the Final Order in Case No. 13-00183-UT, a


calculation of the impact on the RCT that would result from recognition of


avoided fuel costs from interconnected distributed generation ("DG")


customers on PNM’s electric system, including identification of all costs and


savings impacting Plan Year revenue requirements; and


Explains why the 2015 Plan is in the public interest and should be approved.


HAVE YOU PREPARED ANY OTHER EXHIBITS TO YOUR TESTIMONY?
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Yes. PNM Exhibit GTO-2 presents a summary of the Renewable Rider revenues


from, and the fuel savings received by, customers eligible for the large customer cap.


PLEASE INTRODUCE THE OTHER PNM WITNESSES WHO ARE


PRESENTING DIRECT TESTIMONY IN THIS CASE?


Direct testimony is being filed by the following witnesses on behalf of the Company:


¯ Mr. Patrick J. O’Connell, Director, Planning and Resources, who describes


the Request for Proposal ("RFP") process that PNM undertook to select the


new renewable procurement proposed in the 2015 Plan and the results of that


process. Mr. O’Connell also provides status updates on certain projects


approved for PNM’s 2014 Plan and describes the change in the Lighting Dock


Geothermal PPA procurement that PNM is asking the Commission to


approve. He also discusses how the renewable energy procurements in the


Plan affect PNM’s system operations and long-range integrated resource


planning ("IRP");


¯ Mr. Shane Gutierrez, Engineer IV, who demonstrates that PNM’s 2015 Plan


achieves compliance with the RPS, including all diversity requirements, for


2015 and 2016, and that the costs to customers of the Plan are less than the


RCT for both 2015 and 2016. He presents the detailed calculations that


demonstrate compliance with the requirements of Rule 572 pertaining to the


RPS, the RCT and resource diversity. Mr. Gutierrez also provides the details


of the calculations concerning the impact on the RCT calculation of including


avoided fuel costs for interconnected DG customers;


3







1


2


3


4


5


6


7


8


9


lO


11


12


13


14


15 Q.


16


17 A.


18


19


20


21


22


DIRECT TESTIMONY OF
GERARD T. ORTIZ


CASE NO. 14-00 -UT


Mr. Henry E. Monroy, Director, Cost of Service and Corporate Budget, who


presents the calculation of the revenue requirements to be collected through


the revised Rider 36 rate that would go into effect as of January 1, 2015, and


an estimate of the revenue requirement in 2016 associated with the


procurement of 40 MW of solar PV as proposed in the Plan; and


Ms. Stella Chart, Director of Pricing and Load Research, who presents the rate


design and the impact on customer bills of PNM’s proposed new rate for


Rider 36 to be effective as of January 1, 2015. Ms. Chan also quantifies the


disproportional fuel savings benefit that capped customers receive and


explains how this could be addressed through an adjustment to the Rider 36


rate should the Commission choose to do so.


I. PLAN OVERVIEW AND OBJECTIVES


PLEASE PROVIDE AN OVERVIEW OF PNM’S 2015 RENEWABLE


ENERGY PLAN.


PNM’s 2015 Plan describes the Company’s plan to comply with the requirements of


the Renewable Energy Act ("REA" of "Act") and Rule 572. The Plan will meet the


RPS requirements of 15% in 2015 and 2016, net of reductions due to the large


customer cap. Compliance in each year is achieved within the RCT of 3% of Plan


Year total revenues.
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PNM’s effective RPS requirements in 2015 and 2016, after accounting for the


reductions attributable to the large customer cap, are 13.8% and 13.7%, respectively,


as described in more detail by Mr. Gutierrez. The Plan will meet the wind, solar, DG


and other diversity requirements in 2015 and 2016. The cost of the proposed


portfolio, comprised of PNM’s existing renewable resources and procurements and


proposed procurements, does not exceed the RCT in either 2015 or 2016. For


purposes of my testimony, RPS compliance cost is the annual revenue requirement of


the procurement, net of avoided fuel costs, plus WREGIS fees and any applicable


carrying charges. The RPS compliance cost is comparable to the reasonable cost


threshold. This convention also applies to the 2015 Plan and PNM’s other direct


testimonies in this case.


Specifically, the 2015 Plan proposes new procurements of:


a. 40 MW of PNM-owned solar photovoltaic ("PV") facilities, to be installed


and in-service before year-end 2015; and


b. Reservation in the Customer Solar Capacity Set-Aside Program of 2 MWAc of


capacity for 2015 for subscription by solar DG systems sized over 100 kWac


and up to 1 MWAc at a price of $0.02 per kWh.


PNM also seeks approval to revise the rate in Rider 36 effective January 1, 2015,


from $$0.0045959 per kWh to $0.0059504 per kWh to recover the costs of its


renewable procurements during 2015. Consistent with PNM’s past practice of not


beginning recovery of renewable facilities until they are in-service, PNM is proposing
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to defer the cost for the 40 MW of new solar projects to be constructed during 2015,


plus carrying charges, for recovery beginning in 2016. PNM also proposes to recover


the costs associated with registration and retirement of Renewable Energy Certificates


("RECs") through the Western Renewable Generation Information System


("WREGIS").


Lastly, PNM seeks approval to reduce the procurement under the Lighting Dock


Geothermal PPA approved last year from a procurement of up to 10 MW to a


procurement of up to approximately 8 MW.


WHAT WAS PNM’S OBJECTIVE IN DEVELOPING THE 2015 PLAN?


PNM’s objective in developing the 2015 Plan is to comply with the RPS and diversity


requirements of Rule 572 and the REA at the lowest reasonable cost to customers.


This includes consideration of how the proposed portfolio will position PNM with


respect to its on-going ability to comply with the RPS in future years, and the


compatibility of the resources with PNM’ s operational needs.


HOW IS THIS OBJECTIVE ACHIEVED IN PNM’S 2015 PLAN?


PNM has selected resources with the lowest reasonable cost, while considering the


diversity requirements and RCT limitations contained in Rule 572 and the REA.


Consistent with this approach, PNM identified and selected its proposed procurement


through a competitive RFP bidding process. Existing procurements are sufficient to


meet all RPS and diversity requirements in 2015. With the new procurement
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proposed in the 2015 Plan PNM will also achieve full RPS quantity and diversity


compliance in 2016, within the RCT, and be positioned to comply with growing RPS


and diversity requirements. The new procurement of solar facilities continues the


approach of acquiring long-term resources with either fixed or declining annual


revenue requirements. This will result in increasing headroom beneath the RCT for


additional renewable procurements in future years.


The analysis presented in PNM’s current IRP process shows the 40 MW of solar


photovoltaic additions provided in this Plan to be part of a cost-effective resource


portfolio and a key element of PNM’s four-year action plan. Procuring the 40 MW


proposed in the Plan therefore serves two purposes. It not only enables PNM to cost-


effectively meet it RPS compliance requirements, but also serves as a long-term cost-


effective resource addition in the context of PNM’s overall resource plan. Installing


the 40 MW of solar in 2015 meets several needs. First, 40 MW of solar capacity


produces enough energy to meet PNM’s REC needs in 2016 within the RCT


constraint. This 40 MW of PV capacity will also position PNM to meet its solar


diversity requirements through 2020. PNM will be able to take advantage of the


federal tax Credit, which declines from 30% to 10% after 2016. Installing the solar


facilities in 2015 will also maximize the future headroom available due to the


declining revenue requirement. This is an important consideration since the RPS


requirement increases to 20% in 2020. The procurement of an actual generating solar


resource was also preferable to the purchase of unbundled RECs, since the acquisition


of solar generating assets helps to better position PNM’s supply portfolio in the near
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term with a more diversified supply mix and to address the need to replace existing


resources.


For 2015, PNM expects to meet the RPS requirement of 13.8% net of reductions due


to the large customer cap. For 2016, PNM’s projected REC procurements with the


approvals requested in this 2015 Plan will meet the RPS requirement of 13.7%, net of


reductions due to the large customer cap. With respect to diversity, PNM will be


compliant with each of the wind, solar, DG and other requirements in both years. Mr.


O’Connell describes how PNM selected the new procurements proposed in the 2015


Plan and Mr. Gutierrez shows how the 2016 Plan meets the RPS and diversity


requirements.


WHAT IS THE LARGE CUSTOMER CAP?


The REA places a cap on the amount that nongovernmental customers with


consumption exceeding 10 million kWh per year at a single location or facility must


pay for renewable energy. In turn, the utility’s RPS requirement is reduced to reflect


the cap. The cap is the lesser of 2% of the customer’s annual electric charges or


$99,000, as adjusted for inflation in accordance with Rule 572(M).


ARE THE PROPOSED 40 MW SOLAR FACILITIES COST-EFFECTIVE


RESOURCES?


Yes. As discussed by Mr. O’Connell, PNM’s resource modeling shows that the 40


MW of solar resources not only meet PNM’s needs for RPS compliance but also
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constitute an efficient portfolio addition in the context of PNM’s larger resource


needs. The 40 MW of solar facilities are cost-effective based on life-cycle analysis.


HOW DID PNM CALCULATE THE RCT IN DEVELOPING THE 2015


PLAN?


PNM used an on-year revenue requirement approach to calculate the RCT consistent


with 17.9.572.14 C. PNM first determined the annual revenue requirement of its RPS


portfolio in 2015 and 2016. PNM then subtracted on-year avoided costs to determine


the RCT impact. The avoided cost that PNM applied to the RCT calculation were


limited to avoided fuel costs as explained by Mr. Gutierrez. PNM used its production


modeling software to determine the avoided fuel cost for various types of renewable


resources. PNM developed avoided fuel estimates for 1) existing wind, 2) existing


fixed tilt solar PV, 3) existing tracking solar PV, 4) new wind, 5) new tracking solar


and 6) geothermal resources. This methodology reasonably estimates the Plan Year


fuel cost savings derived from renewable resources, which are then deducted from


Plan Year revenue requirements to determine the impact to customers of on-year RPS


compliance costs. The resulting compliance costs are $21.2 million for 2015 and


$25.5 million for 2016. PNM projects that the net customer rate impacts of renewable


procurement costs will be 2.32% in 2015 and 2.78% in 2016, both of which are lower


than the applicable 3% RCT. Using projected plan year revenues for 2015 and 2016,


PNM separately calculated the RCT revenue contribution of customers that are


subject to the large customer cap and of the remaining customers that are subject to
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the 3% RCT. Additional information concerning the RCT calculation is provided in


the direct testimony of Mr. Gutierrez.


DID PNM INCLUDE ANY AVOIDED COSTS IN ADDITION TO FUEL IN


THE RCT CALCULATION FOR ITS 2015 PLAN?


No. PNM did not include any avoided costs other than fuel and did not include any


other cost savings or cost increases described in Rule 572 in the RCT calculation


because it could not identify any that would occur in the Plan year. Rule 572.14 C(1)


states that renewable revenue requirements shall include net avoided fuel and


purchased power costs, cost savings resulting from environmental credits pursuant to


compliance rules in effect during the plan year, and cost savings or increases for


capacity, generation, transmission, or distribution, operation and maintenance


expense, back-up and load following generation, off-system sales opportunity


impacts, or other facilities and improvements or functions that may be required and


can be shown to result in actual reductions or increases in plan year revenue


requirements to be collected from ratepayers. PNM did not identify any such costs or


any benefits other than fuel savings. In terms of avoided capacity costs specifically,


PNM performed an analysis evaluating its resource needs with and without the


proposed resources and determined that no avoided capacity credit is warranted.
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REQUESTED APPROVALS


PLEASE IDENTIFY THE APPROVALS THAT PNM IS SEEKING IN THE


2015 PLAN.


In summary, PNM is seeking Commission approval of its 2015 Plan for the


following:


1. Construction in 2015 of 40 MW of PNM-owned solar photovoltaic ("PV")


facilities at various sites within PNM’s service area, to be installed and in-


service by year-end 2015, to meet the projected 2016 RPS quantity and


diversity requirement. These facilities would be constructed using two


separate contractors, each of whom was selected through the RFP process to


construct 20 MW of the solar facilities, at a comparable price. In addition,


PNM conditionally requests a Certificate of Public Convenience and


Necessity ("CCN") for these facilities, to the extent that the Commission


determines that a CCN is required;


2. Reservation in the Customer Solar Capacity Set-Aside Program of 2 MWAc of


capacity for 2015 for subscription by solar DG systems sized over 100 kWac


and up to 1 MWAc at a price of $0.02 per kWh. PNM is also requesting a


variance from the pricing methodology in the final order in Case No. 11-


00265-UT for REC purchases from DG systems with a rated capacity greater


than 100 kW up to 1 MW; and


3. Authorization to revise the rate in Rider 36, effective January 1, 2015, from


$$0.0045959 per kWh to $0.0059504 per kWh to recover the costs of
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renewable procurements during 2015, including the costs associated with


registration and retirement of the associated RECs through WREGIS.


Finally, PNM seeks to record as regulatory assets the costs of the 40 MW of


solar facilities to be constructed in 2015, the associated WREGIS fees, and


applicable carrying charges until included in rates.


WHY IS PNM SEEKING APPROVAL TO RECORD AS REGULATORY


ASSETS THE COSTS OF THE RENEWABLE PROCUREMENTS AND


PROGRAMS PROPOSED IN THE 2015 PLAN, INCLUDING ASSOCIATED


OTHER COSTS, UNTIL INCLUDED IN RATES?


The REA provides that a utility shall recover the approved procurement costs


associated with RPS compliance through the ratemaking process. PNM recovers its


RPS compliance costs through Rider 36. By design, PNM does not begin recovery of


costs through Rider 36 until the resources are in production and being used for RPS


compliance. PNM will not begin recovering the revenue requirements associated with


the proposed 40 MW of new PV until January 1, 2016, yet these facilities are


expected to go into service in the fourth quarter of 2015. Any RECs produced in 2015


will be used for RPS compliance. Unless PNM is allowed to record the revenue


requirements for these assets between their in-service date and when cost recovery


begins, PNM will be unable to recover all of its approved RPS compliance costs. This


is also consistent with Commission approvals for previous PNM procurements for


RPS compliance.
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PLEASE EXPLAIN PNM’S CONDITIONAL REQUEST FOR A CCN FOR


ITS PROPOSED 40 MW OF SOLAR FACILITIES.


PNM makes this request to the extent that the Commission determines that a CCN is


needed for PNM to proceed with the construction of these facilities. In its final orders


in Case Nos. 10-00037-UT, 12-00131-UT and 13-00183-UT, the Commission has


agreed that the construction and operation of the new solar facilities approved by the


Commission in those cases would enable PNM to at least partially comply with the


RPS and diversity requirements of the REA and Rule 572 and found those facilities to


be in the public convenience and necessity. However, to address Staff’s concerns


regarding environmental, siting and permitting issues, the Commission has issued the


CCNs subject to the conditions that (1) prior to construction at any of the sites on


which the solar facilities would be constructed, PNM must obtain all necessary


permits and comply with all applicable environmental requirements, and (2) PNM


must publish, not less than 30 days before commencing construction at a new site, a


notice in a newspaper of general circulation serving the area surrounding the solar


project providing the location of the site and description of the project. PNM agrees


to comply with similar requirements applicable to the 40 MW of new, solar facilities,


which will be constructed at multiple sites in PNM’s service area.


HAS     THE     COMMISSION     IMPOSED     ADDITIONAL     REPORTING


REQUIREMENTS ASSOCIATED WITHGRANTING A CCN FOR NEW


RENEWABLE RESOURCE FACILITIES?
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Yes. In Case No. 13-00183-UT, the Commission required PNM to make compliance


filings demonstrating that it had obtained all appropriate permits, including air quality


and other permits, before commencing operation of the solar facilities approved in


that case. Additionally, the Commission required that, in future applications


requesting approval to construct and operate PNM-owned facilities, PNM identify the


permits required to construct and operate the facilities and file such permits when


they are received.


HAS PNM IDENTIFIED THE PERMITS REQUIRED TO CONSTRUCT AND


OPERATE THE 40 MW OF SOLAR PV FACILITIES THAT IT IS


PROPOSING FOR COMMISSON APPROVAL IN THIS CASE?


PNM has not yet identified the specific sites on which the facilities will be located


and therefore cannot know with certainty what permits will be required. We expect


that all sites will need zoning approval and Clean Water Act and National Pollutant


Discharge Elimination System ("NPDES") permits. We do not anticipate that


building permits will be required. Depending on the location of a particular project


site, grading, fencing or fugitive dust permits may be required.


HAS PNM MADE ITS COMPLIANCE FILINGS FOR THE PNM-OWNED


SOLAR FACILITIES APPROVED IN CASE NO. 13-00183-UT?


Not yet. At the present time, construction is not complete on any of the facilities. The


permits that have been required to date are:
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¯ Valencia County (1 site) - a site plan was required and Clean Water Act and


NPDES permits were obtained; no grading, fugitive dust, fencing or building


permits were needed;


¯ Sandoval County (2 sites) - Land use and zoning permits were required and


NPDES permits were obtained; no grading, fugitive dust, fencing or building


permits were needed; and


¯ Cibola County (1 site) - only Clean Water Act and NPDES permits were


needed.


PLEASE EXPLAIN THE REQUESTED VARIANCE FROM THE FINAL


ORDER IN CASE NO. 11-00265-UT REGARDING THE PRICING FOR REC


PURCHASES FROM CUSTOMER PV SYSTEMS LARGER THAN 100 KW.


In Case No. 11-00265-UT the Commission approved PNM’s proposed modifications


to the Customer SIP for systems sized larger than 100 kWAc. Under that proposal,


PNM would buy the RECs from those systems up to a capacity amotmt that would be


identified in each year’s renewable procurement plan. The term of the REC purchase


agreements is through December 31, 2020. The price would be established based on


the highest accepted REC bid for RECs purchased in the renewable plan year. The


price for 2012, 2013 and 2014 was set at $0.02 per kWh, with a set aside capacity


amount of 2 MWAc ("Capacity Set-Aside"). However, in 2015, PNM will be


acquiring unbundled RECs at prices up to $0.00425 per kWh. PNM believes this


price is too low for the Capacity Set-Aside program and is seeking a variance from
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the pricing method above, so as to continue to purchase RECs from customer PV


systems between 100 kWAc and 1 MWAc at a price of $0.02 per kWh in 2015.


IS PNM REQUESTING ANY OTHER CHANGES


PURCHASE PROGRAMS IN ITS 2015 PLAN?


No.


TO ITS DG REC


HOW DOES THE 2015 PLAN POSITION PNM FOR COMPLIANCE WITH


THE CURRENT 15% RPS AND WITH FUTURE INCREASES IN


RESOURCE NEEDS?


In Case No. 13-00183-UT, the Commission approved procurements of 120,000 MWh


of wind RECs to be used for RPS compliance in 2015. The current proposed


procurement of 40 MW of solar PV resources will replace these 120,000 MWh of


wind RECs in 2016. Based on PNM’s current projection of energy production from


PNM’s renewable resources, these resources are also projected to be adequate to meet


the resource diversity requirements of Rule 572 for several years after 2016.


In addition to meeting the RPS targets, the projections also show that the rate impact


from the renewable portfolio procurements will be below the limits of the RCT in


both 2015 and 2016. And the Plan, as proposed, will create additional headroom


going forward for future renewable acquisitions since the cost per kWh of the energy


produced by the 40 MW facility will decline at a faster rate than will the energy


production from the facility. In fact, there is projected compliance cost headroom
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beneath the RCT of approximately $4.5 million in 2017 and $6.8 million in 2018.


This headroom can be expected to increase as the revenue requirements of PNM-


owned renewable resources continue to decline due to depreciation. The greater the


amount of low cost long-term resources in PNM’s renewable portfolio, the better


prepared the Company will be for the next increase in the RPS in 2020 from 15% to


20%.


III. RENEWABLE RIDER


HOW DOES PNM PROPOSE TO RECOVER ITS RPS PROCUREMENT


COSTS FOR 2015?


PNM’s Renewable Rider was approved by the Commission in Case No. 12-00007-


UT and went into effect in August 2012. Since then, the costs for new procurements


approved by the Commission have been recovered through that mechanism. In this


case, PNM is proposing that the costs for the renewable procurements to be incurred


during 2015 be recovered through Rider 36, as calculated and described in the direct


testimonies of Mr. Monroy and Ms. Chan. As described by Ms. Chan, the new Rider


36 rate that would be effective as of January 1, 2015, would be $0.0059504 per kWh.


The impact on a residential customer using an average of 600 kWh per month would


be about $3.57 per month, an increase of $0.81 per month over the current amount of


$2.76, as described in the direct testimony of Ms. Chan.
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LARGE CUSTOMER CAP - THE RCT AND FUEL COST SAVINGS


HAS PNM EVALUATED WHETHER THE CAPPED CUSTOMERS


RECEIVE A DISPROPORTIONAL AVOIDED FUEL BENEFIT?


Yes. PNM has evaluated this issue as required by the Final Order in Case No. 13-


00183-UT and has concluded that those large customers protected under Section 62-


16-4(A)(2) do receive a disproportional avoided fuel benefit. The benefit arises from


the fact that, while the amount that these customers pay for RPS compliance is


capped, the fuel savings benefit they receive is not capped since the fuel savings


associated with RPS procurements flow through PNM’s fuel and purchased power


cost adjustment clause ("FPPCAC"). Every customer therefore receives an avoided


fuel benefit commensurate with the amount of total energy consumed by that


customer, even though not every customer contributes proportionally to paying the


cost of the resources that produce that benefit.


Looking at PNM’s 2015 capped customers in total as shown in PNM Exhibit GTO-2,


these customers will pay only 1.99% of PNM’s 2015 RPS procurement costs, yet they


receive 12.19% of the avoided fuel benefits attributable to the RPS procurements. The


capped customers are receiving a total avoided fuel cost benefit of $1,805,870 but


would only receive a benefit of $295,033 if the amount of their benefit were


proportional to the amount of their payment. I note that the analysis shown in PNM


Exhibit GTO-2 does not include either the costs or fuel savings associated with the
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New Mexico Wind Energy Center as the cost of this resource is not collected through


Rider 36.


HAS PNM IDENTIFIED A MECHANISM TO ELIMINATE THE


DISPROPORTIONAL AVOIDED FUEL COST BENEFIT, SHOULD THE


COMMISSION DETERMINE THAT IT IS APPROPRIATE TO DO SO?


Yes, PNM has identified a mechanism to eliminate the disproportional fuel benefit


received by capped customers as ordered in NMPRC Case No. 13-00183-UT. To the


extent the Commission determines it is appropriate to address this issue, PNM would


adjust collections under Rider 36 so as to recover from capped customers the excess


benefit of $1,510,837 that those customers receive through the FPPCAC. This amount


will then be used to reduce the revenues recovered from uncapped customers through


the Rider. This mechanism provides a straightforward approach to addressing this


issue. Ms Chan presents the calculation and effects on the Rider rate of this


adjustment.


V.    RPS COMPLIANCE COSTS FOR INTERCONNECTED DG


WHAT ISSUES DID THE COMMISSION IN CASE NO. 13-00183-UT


DIRECT PNM TO ADDRESS IN ITS 2015 RENEWABLE ENERGY PLAN


RELATED TO CUSTOMER INTERCONNECTED DG?


Generally speaking, the Commission ordered PNM to consider the inclusion of


avoided fuel costs derived from customer-owned DG facilities in the RCT
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calculation. Specifically, the Commission ordered PNM to address whether (1) DG


customers’ use of DG results in avoided fuel costs that PNM would otherwise incur


from selling energy to those customers; (2) excess energy purchased by PNM from


some DG customers results in avoided fuel costs; and (3) load from DG customers


should be included in customer load projections used in PROMOD if avoided fuel


costs from DG interconnected customers are recognized.


DO YOU HAVE ANY GENERAL THOUGHTS ON THESE QUESTIONS?


Yes, I do. There are two possible methods to account for DG in the RCT calculation.


The first is the method that PNM has employed in its past and current renewable


plans - the DG RECs are treated as a REC-only purchase. This is consistent with the


concept that the energy produced by the DG facility is strictly for the benefit of the


DG customer. As a REC-only procurement, no avoided costs would be netted against


the REC procurement cost in the RCT calculation. The second method would treat


DG as a bundled energy and REC procurement. In this case, avoided fuel costs would


be netted against the procurement cost in the RCT calculation. But in this case, it


would also be necessary to account in the RCT calculation for the cost to the utility


and its customers of the energy that is implicitly bundled with the REC.


WHY IS IT NECESSARY TO ATTRIBUTE A COST TO THE DG ENERGY


IF FUEL SAVINGS FROM THAT ENERGY ARE INCLUDED IN THE RCT


CALCULATION?
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Let me begin by describing the transaction involved in the provision of service to DG


customers, as this will be useful to answering this question. In the more general case


where the DG facility does not produce excess energy within a month, a customer’s


DG facility produces some portion of the energy consumed by the customer. PNM


supplies the balance of energy consumed by the customer in any given month. I also


note that the production of energy from a net-metered customer’s DG facility need


not coincide with their consumption. PNM then bills the customer for the amount of


energy consumed by the customer but not produced by the DG facility over the


course of the month. In addition, PNM makes a separate payment to the customer to


obtain the REC associated with the energy produced by the DG facilities. PNM then


uses these RECs for RPS compliance.


It is important to note that PNM has never attributed avoided fuel costs to


procurements from customer interconnected DG facilities because the RECs are


purchased as a transaction separate from the production, acquisition or provision of


electricity. PNM pays these customers for the RECs associated with the energy


production of their DG facilities, and does not acquire any of the energy produced by


the customer’s DG system. The only procurement cost that PNM attributes to these


transactions is the REC payment. If one wanted to treat the procurements of RECs


from DG facilities as if it were a bundled energy and REC transaction for purposes of


the RCT, it would be necessary to not only provide a credit for avoided costs, but also


to include a cost associated with the procurement by PNM of the energy that resulted


in the creation of the REC. It is important to attribute a cost to the energy because any
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avoided cost that is attributable to the transaction arises from the production of the


energy not from the receipt of the REC. Even though there is not an explicit payment


for this energy, it does have a cost.


IF YOU WERE TO PROVIDE A CREDIT FOR AVOIDED FUEL COSTS IN


THE ACQUISITION OF DG RECS, WHAT COST WOULD YOU ASSIGN TO


THE PROCUREMENT OF THE ENERGY THAT RESULTED IN THE


CREATION OF THE REC?


I would use the value of the energy that is received by the DG customer as the cost of


the energy produced by a customer’s DG facility. Practically speaking, this would be


the retail energy rate, including fuel, which is contained in the electric rate schedule


applicable to the customer.


Qo


Ao


WHY IS IT APPROPRATE TO USE THE VALUE OF ENERGY THAT IS


RECEIVED BY THE DG CUSTOMER AS THE COST OF THE ENERGY


PRODUCED BY A CUSTOMER’S DG FACILITY?


I would use this value as the cost for energy produced by a DG facility because this


is, in effect, the cost to PNM and ultimately its non-DG customers for the energy


produced by the DG installations. While it is tree that the energy being produced by


the DG facility is not being procured in a strict sense from PNM, each kWh of energy


produced by a customer-owned DG facility does have an economic impact, i.e. a cost,


to PNM and its other customers. That economic impact is the retail rate that the


customer avoids paying. Absent the DG facility, PNM’s revenues would be higher by
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an amount equal to the kWh of electricity generated and consumed by the DG


customer multiplied by PNM’s retail rate. Ultimately, these lost revenues are


recovered from other customers when new rates are established.


WHAT WOULD BE THE EFFECT ON THE RCT CALCULATION IN 2015


IF THESE TWO APPROACHES WERE APPLIED TO THE CUSTOMER-


OWNED DG SYSTEMS?


The RCT impact of DG is currently $7.7 million in 2015 and $8.0 million in 2016


treating these procurements as REC-only procurements. The RCT impact of DG


would be $13.2 million in 2015 and $13.9 million in 2016 when treating these


procurements as bundled energy and REC procurements. This would increase the


RCT impact of PNM’s entire portfolio of renewable resources to 2.92% in 2015 and


3.43% in 2016. The supporting calculations for these numbers are contained in the


testimony of Mr. Gutierrez.


WHAT ARE THE IMPLICATIONS OF TREATING THE DG


PROCUREMENTS AS BUNDLED ENERGY AND REC PROCUREMENTS?


The obvious implication is that the RCT impact is higher if DG facilities are treated


as bundled energy and REC procurements. This has the potential to reduce PNM’s


RPS requirements in the future. In fact, PNM would be RCT constrained in 2016, if


this approach were ordered in this case.
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HOW DOES YOUR ANALYSIS CHANGE WHEN A CUSTOMER’S DG


FACILITY PRODUCTION IN A MONTH EXCEEDS THE CUSTOMER’S


CONSUMPTION?


In this case, it would be theoretically appropriate to net avoided fuel from the


procurement cost to the extent that PNM actually procures and pays for the excess


energy. PNM’s treatment of excess energy production depends on the size of the DG


system producing the excess energy. Excess energy from systems sized up to 10 kW


is carried forward, meaning that excess production is netted against future purchases


by that customer on a kWh for kWh basis. In this situation, my previous analysis


applies in its entirety because the customer effectively receives value equal to PNM’s


retail service rate for energy that the customer delivers to PNM. On the other hand,


PNM makes an actual cash purchase of excess energy from systems larger than 10


kW and pursuant to 17.9.527.13(C)(1)(b) acquires the associated REC for no


additional cost. In these cases, PNM acquires the energy and the associated REC from


the customer and pays the customer the avoided cost rate specified in Rate 12. This


effectively results in a zero RPS compliance cost for the excess energy. PNM’s RCT


calculation does not account for the fuel savings from excess energy in this situation


because the amount of excess energy production from DG facilities of this size is not


large enough to be material, and because of the difficulty of forecasting the amount of


excess energy production in a given year.


WHAT AMOUNT OF EXCESS ENERGY PRODUCTION FROM DG


SYSTEMS LARGER THAN 10 KW DOES PNM TYPICALLY PURCHASE?
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In 2013, for example, PNM purchased only 1,117 MWh of excess energy compared


to total DG energy production of 51,825 MWh in that year. Excess energy, therefore,


represents only about 2.2% of the DG RECs and 0.16 % of the total RECs used by


PNM for RPS compliance.


DOES PNM RECOMMEND TREATING DG REC PROCUREMENTS AS A


BUNDLED ENERGY AND REC PROCUREMENT?


No. The RECs are the means of RPS compliance, and PNM makes a Separate and


discrete payment for the RECs from customer DG facilities. Treating these


procurements as a bundled energy and REC transaction is not consistent with either


the form or substance of the actual transaction.


DOES THE DG CUSTOMERS’ USE OF DG ALLOW PNM TO AVOID FUEL


COSTS THAT PNM WOULD OTHERWISE INCUR FROM SELLING


ENERGY TO THESE CUSTOMERS?


Yes. If PNM produced the energy that these customers self-generate, it would incur


fuel costs. However, as I have explained earlier, this avoided fuel savings is small


relative to the cost incurred by PNM in the form of lost revenues resulting from the


net metering benefit received by DG customers. This cost is ultimately borne by non-


DG customers.


DOES THE EXCESS ENERGY PURCHASED BY PNM FROM SOME DG


CUSTOMERS’ RESULT IN AVOIDED FUEL?
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Yes, but as I explained earlier PNM pays a price for that energy that is based on PNM


avoided costs, so there is no net benefit to PNM or its other customers from the


receipt of that energy. Further, these purchases amount to a very small percentage of


the total energy production from customer DG facilities.


SHOULD THE LOAD FROM DG CUSTOMERS BE INCLUDED IN


CUSTOMER LOAD PROJECTIONS USED IN PROMOD IF AVOIDED


FUEL COSTS ARE RECOGNIZED?


I do not think this is necessarily the case. In the context of PNM’s renewable energy


plan, PNM uses PROMOD to estimate the avoided fuel benefit attributable to


renewable energy procurements. Mechanically, PNM performs production modeling


analysis with and without its various renewable resources (wind, solar, geothermal).


For purposes of this case, PNM simply attributed the same avoided fuel cost to the


DG solar as it does to its utility solar to estimate the impact on the RCT if avoided


fuel is attributed to the energy production from DG. This should provide a reasonable


preliminary estimate.


VI. CONCLUSION


IS PNM’S 2015 PLAN IN THE PUBLIC INTEREST?


Yes, the 2015 Plan is in the public interest because it satisfies the policy goals


established in the REA and Rule 572. The 2015 Plan achieves the RPS and diversity


requirements at a reasonable cost for customers consistent with the requirements of
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the REA and Rule 572. The 2015 Plan includes proposals for 40 MW of cost-


effective, new PNM-owned solar facilities. All the renewable resources used to meet


PNM’s RPS are produced by renewable energy resources in New Mexico. Approval


of the recovery of the costs for these projects and associated WREGIS costs and


carrying charges is consistent with the cost recovery provisions of the REA, Rule 572


and prior Commission orders in cases addressing these matters. PNM’s 2015 Plan is


in the public interest and therefore should be approved.


DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?


Yes. GCG # 518200
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I. INTRODUCTION


PLEASE STATE YOUR NAME, TITLE, BUSINESS ADDRESS AND POSITION.


My name is Patrick J. O’Connell. I am Director, Planning and Resources for Public


Service Company of New Mexico ("PNM" or "Company"). My business address is


Public Service Company of New Mexico, Main Offices, Albuquerque, NM 87158-1110.


PLEASE SUMMARIZE YOUR EDUCATIONAL BACKGROUND AND


PROFESSIONAL QUALIFICATIONS.


Since 1996, I have worked in various PNM departments leading system planning efforts.


From 1998 through 2007, I was a gas supply planner in PNM’s gas utility; from 2007 to


2012 I worked on strategic planning projects in PNM’s Integrated Resource Planning


group and PNM’s Generation group. I began my current position as Director, Planning


and Resources in July 2012. I graduated with distinction and magna cum laude in G~neral


Honors from the University of New Mexico in May 1990, with a bachelor’s degree in


Civil Engineering. I am a Registered Professional Engineer in the State of New Mexico.


PLEASE DESCRIBE YOUR RESPONSIBILITIES AS DIRECTOR, PLANNING


AND RESOURCES.


I oversee PNM’s Integrated Resource Planning and Energy Efficiency Design teams. The


Integrated Resource Planning team is responsible for developing PNM’s resource plans


and the regulatory filings to support those resource plans, including the annual renewable
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energy portfolio procurement plan pursuant to the Renewable Energy Act ("REA") and


17.9.572 NMAC ("Rule 572"), as well as PNM’s Integrated Resource Plan ("IRP") that


is required to be filed every three years by the New Mexico Public Regulation


Commission ("Commission" or "NMPRC’,) under 17.7.3 NMAC ("IRP Rule"). The IRP


team also develops and issues requests for proposals to procure PNM’s renewable


procurements and led the process that resulted in PNM’s 2015 Renewable Energy


Portfolio Procurement Plan ("2015 Plan"). A statement of my experience and


qualifications, including a list of the NMPRC proceedings in which I have either testified


or filed testimony, is attached as PNM Exhibit PJO-1.


HAVE YOU PREPARED ANY ADDITIONAL EXHIBITS?


Yes. I have prepared the following exhibits supporting my testimony:


¯ PNM Exhibit PJO-2: Lightning Dock Geothermal Purchased Power Agreement


("PPA") amended terms of purchase,


¯ PNM Exhibit PJO-3: "Request for Proposals for Renewable Energy Resources or


Renewable Energy Certificates (RECs)", November 18, 2013, and


¯ PNM Exhibit PJO-4: Summary of Responses to PNM’s Renewable Energy RFP.


WHAT IS THE PURPOSE OF YOUR TESTIMONY?


The purpose of my testimony is to:
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1. Describe the proposed renewable energy procurement in PNM’s 2015 Plan that is


necessary for compliance with the Renewable Portfolio Standard ("RPS") within the


limitations of the Reasonable Cost Threshold ("RCT") in 2016,


2. Describe the Company’s Request for Proposals ("RIP") process that resulted in the


procurement proposed in the 2015 Plan,


3. Address whether the 2015 Plan creates a need for additional generation resources for


load following or system regulation purposes, and


4. Demonstrate that the 2015 Plan is consistent with PNM’s IRP.


II.    2015 RENEWABLE ENERGY PLAN PROCUREMENTS


PLEASE SUMMARIZE THE PROCUREMENT PNM IS REQUESTING IN ITS


2015 PLAN.


In addition to the customer-sited solar programs described in Mr. Ortiz’s testimony, PNM


is requesting approval to procure an additional 40 MW of single axis tracking solar


photovoltaic ("solar PV") renewable energy generation. This resource will be constructed


in 2015 and be available to supply energy and necessary RECs in 2016. This resource is


also a component of the least cost generation resource


generation capacity from PNM’s San Juan Generating


portfolio needed to replace


Station ("SJGS") that, with


Commission approval, will be retired to comply with Regional Haze Rule requirements at


SJGS.
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WHAT ARE PNM’S EXISTING RENEWABLE RESOURCES?


PNM’s existing renewable resources that will be used to supply RECs for RPS


compliance in 2015 and 2016 include the following Commission-approved resources:


¯ A PPA for the full output of energy and RECs from the New Mexico Wind


Energy Center ("NMWEC"), a 200 MW wind farm located in eastern New


Mexico,


¯ The energy and RECs produced by 22.5 MW of PNM-owned solar PV facilities


that became operational in 2011,


¯ The energy and RECs produced by 20 MW of PNM-owned solar PV facilities


that became operational in 2013,


¯ A PPA for the full output of energy and RECs from the Lightning Dock


Geothermal facility, currently a 4 MW facility located south of Lordsburg, New


Mexico,


¯ A PPA, beginning January 1, 2015, for the output of the existing 102 MW Red


Mesa Wind Energy Center facility located in Cibola County, New Mexico,


¯ The energy and RECs produced by 23 MW of PNM-owned solar PV facilities


that are to become operational by December 31, 2014,


¯ Delivery in 2015 of 89,102 MWh of wind RECs from Southwestern Public


Service Co. ("SPS") for RPS compliance in 2015,


¯ Delivery in 2015 of 30,898 MWh of wind RECs from Golden Spread Electric


Cooperative, Inc. ("GSEC") for RPS compliance in 2015,


5







1


2


3


4


5


6


7


8


9 Q.


10


11 A,


12


13


14


15


16


17


18


19


20


21


DIRECT TESTIMONY OF
PATRICK J. O’CONNELL


CASE NO. 14-00 -UT


¯ A REC purchase agreement with the City of Santa Fe for RECs generated by a


small hydro generation facility, and


° Purchase agreements for RECs generated at customer-sited solar PV systems


under PNM’s distributed generation.


These resources are considered existing resources in the 2015 Plan. Mr. Gutierrez


provides additional details on PNM’s existing resources and how the existing resources


contribute to meeting RPS and diversity requirements in 2015 and 2016.


WHAT IS THE STATUS OF THE PROCUREMENTS APPROVED IN PNM’s


2014 PLAN FOR RPS COMPLIANCE BEGINNING IN 2015?


Following the final order in Case No. 13-00183-UT ("2014 Plan"), PNM signed the Red


Mesa Wind PPA with NextEra Energy and delivery of energy and RECs will commence


January 1, 2015. Construction of the 23 MW of new solar PV facilities has commenced


and will continue through 2014. The new solar facilities will be in-service by December


31, 2014. The customer-sited distributed generation programs continue to be utilized by


PNM customers and PNM projects that installations will increase. PNM signed the


contracts for the purchase of unbundled wind RECs from SPS and GSEC and delivery of


these RECs will occur in late 2015. Mr. Monroy testifies as to revenue requirements for


these resources in 2015. Mr. Gutierrez discusses the effect of these procurements on the


RCT and RPS.
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HAS PNM’S PROJECTED PROCUREMENT OF ENERGY AND RECS UNDER


THE LIGHTNING DOCK PPA CHANGED SINCE THE FINAL ORDER IN


CASE NO. 13-00183-UT?


Yes. The Lightning Dock geothermal facility (now named the Dale Burgett Geothermal


Plant) began providing energy and RECs to PNM on January 1, 2014. The current


capacity of the facility is 4 MW. The facility is in start-up mode and the owner has been


working diligently to consistently produce at the facility’s full capability. The existing


PPA provided that PNM would take all output of the plant up to a maximum facility size


of 10 MW. However, PNM and Lightning Dock have agreed to a new purchase


requirement for the PPA that includes a maximum PNM purchase obligation of 60,000


MWh/year through 2033. This is equivalent to approximately 8 MW of plant capacity at


an 85% capacity factor. The 60,000 MWh/yr is PNM’s projected need for REC’s from


the "other" diversity category in Rule 572 through 2016. PNM will have an option to


purchase additional energy and RECs up to a plant capacity of 10 MW at a reduced price


as well as a right of first refusal ("ROFR") for the energy and RECs resulting from any


plant expansion beyond 10 MW. The 2015 price for the 60,000 MWh purchase obligation


is $100.15/MWh and escalates at 2.75% per year. Limiting PNM’s obligation under the


PPA to the number of RECs needed for diversity compliance reduces customer costs and


creates more headroom under the RCT for other renewable energy acquisitions. PNM is


requesting the Commission’s approval of the revised Lightning Dock procurement as


described above and in the attached PNM Exhibit PJO-2.
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PLEASE DESCRIBE PNM’S PROPOSED


ADDITIONAL SOLAR PV.


-UT


PROCUREMENT OF 40 MW OF


PNM is proposing to meet the need for RECs in 2016 and beyond by building 40 MW of


new single-axis solar PV generation in 2015. PNM has reached agreement with two


supplier teams, each of whom will construct 20 MW of capacity. The suppliers will be:


1) a joint venture between Affordable Solar Inc. and Grupo Gransolar, S.L. ("ASI/GGS")


and 2) Juwi Solar, Inc. ("Juwi"). Affordable Solar is a solar installation company based in


Albuquerque, New Mexico with significant experience installing solar statewide. Grupo


Gransolar is a Spanish company with significant experience building utility-scale solar


facilities world-wide. Juwi is based in Boulder, Colorado and is the American subsidiary


of the Juwi Group, a large German global renewable energy developer. Under separate


turnkey (design-build-transfer) contracts, each supplier will construct 20 MW of solar


facilities on two sites. The four sites will be interconnected to PNM’s load-side


distribution grid serving the PNM metro service area (generally Belen to Santa Fe). PNM


has obtained options on several sites in the area and is negotiating options on others.


Final selection of sites will depend on approval of the procurement in this Case, site


costs, permitting feasibility and interconnection costs. None of the sites are expected to


be within the city limits of any municipality.


Annual generation from the 40 MW of solar PV facilities is projected to be


approximately 116,276 MWh. The total estimated revenue requirement in 2016 is


approximately $11.3 million as described by Mr. Monroy. The revenue requirement for
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this procurement includes both capital cost recovery and the operations and maintenance


cost for the facilities. Projected construction costs are $79.3 million. The annual O&M


costs are estimated to be $843,000, and are comprised of annual O&M contract costs and


costs associated with vegetation and animal management, vandalism and other property


damage not covered under warranty. The net RPS compliance cost in 2016 for this


resource is estimated to be $6.9 million after credits for avoided fuel cost as detailed by


Mr. Gutierrez.


PLEASE DESCRIBE THE SOLAR PV MODULE TECHNOLOGY THAT WILL


BE USED IN THE NEW FACILITIES.


The new solar PV facilities will use polycrystalline solar PV modules. This is a different


type of module than the thin-film modules PNM has procured for its previous large-scale


solar projects. Both are proven technologies that have production characteristics suited to


New Mexico’s climate. The most important reason for the selection of the polycrystalline


system for this procurement was cost. Projects bid into PNM’s renewable RFP that


proposed polycrystalline modules were lower in cost than bids based on thin-film


technology. Apparently, manufacturers of the polycrystalline modules have lowered their


prices due either to production efficiencies or government export subsidies. PNM has


experience with polycrystalline modules at its Prosperity site, the solar PV with battery


storage project, and this technology operates successfully on many customer-sited DG


facilities.
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WHY DID PNM CHOOSE TO USE TWO TURNKEY CONTRACTORS FOR


THIS PROJECT?


PNM initially envisioned employing one contractor. During short-list negotiations,


however, the prices quoted by the two highest rated contractors converged. It also


became evident that 20 MW was a more manageable project size for project scheduling


and financing. Also, PNM believes it is advantageous to expand the pool of suppliers so


that PNM is not too reliant on just one or two for future construction or maintenance


contracts.


III. 2015 PLAN PROCUREMENT SELECTION PROCESS


HOW DID PNM DEVELOP THE 2015 PLAN?


First, PNM projected the REC production and portfolio cost of existing resources in


2015, the plan year. Then, PNM determined the need for additional RECs by comparing


the expected REC production from these resources to the estimated RPS and Rule 572


quantity and diversity requirements in 2015 and 2016. This showed that no new


procurements are needed for compliance in 2015. However, as described by Mr.


Gutierrez, there is a need for additional resources for RPS compliance in 2016.


On November 18, 2013 PNM issued an RFP for renewable energy resources or RECs


("2013 Renewable RFP") that could be available to meet RPS requirements in 2016.


Various procurement options for 2016 compliance were identified from these bids,
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including wind, solar, biomass and REC-only alternatives. After identifying cost and


production characteristics for the resource options that could supply RECs for 2016


compliance, PNM calculated the projected revenue requirement for the entire renewable


resource portfolio in 2016, including new procurement options, and compared it to the


RCT.


PLEASE DESCRIBE THE RFP AND THE BIDS RECEIVED.


The RFP, which is attached as PNM Exhibit PJO-3, requested bids for both bundled


energy (energy and RECs) and stand-alone RECs and for both PPAs and turnkey projects


in which the contractor would construct the project and PNM would acquire ownership


on the commercial in-service date. The RFP was issued on November 18, 2013 and bid


responses were due on January 10, 2014. PNM received proposals from 39 different


bidders for solar energy, wind energy, "other" energy and REC-only purchases. Some


bidders submitted bids in more than one category. Thirty-one bids were solar energy


proposals, 9 were wind energy proposals and 5 were "other" energy proposals. A


summary of the bids received is attached as PNM Exhibit PJO-4. The bidders included


independent developers, tribal government entities and utilities. The RFP process created


a competitive bidding environment and resulted in competitive pricing for the projects


proposed.


WHAT PROCESS DID PNM


ENERGY AND RECS?


USE TO EVALUATEBIDS FOR BUNDLED
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PNM received a total of 58 bids to supply bundled RECs and energy from both existing


and proposed renewable energy resources. PNM used a two-phase process to evaluate


these bids. In the first phase, bids were scored based on technical criteria and pricing,


giving equal weighting to each. The technical criteria included credit quality, developer


team qualifications, project engineering, environmental, siting plan, fuel supply, and


impacts on electric system reliability. Bid team qualifications were assessed based on


such factors as number and size of projects awarded and projects completed. Also


considered were the qualifications of the personnel to be assigned to the project and the


operational experience of the bid teams. The scoring for electric system reliability


evaluated the contribution of generation to PNM’s peak load as well as intermittency


characteristics and possible locational concerns. PNM separated the bids by type of


resource (wind, solar, etc.), and by whether the bid was a PPA or a turnkey proposal. The


bids in each category were then ranked based on their combined scores and the highest


ranked bids in each category were "short listed."


In the second phase of the selection process, the short-listed bids were subjected to


further evaluation, which included in-depth examination of transmission cost and


availability, pricing, credit risk, timing of resource availability and impact on the RCT.


PNM used the top ranked bids from the short list to identify potential procurements for


inclusion in the 2015 Plan.


Q. HOW DID PNM COMPARE TURNKEY BIDS TO PPA PROPOSALS?
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PNM evaluated turnkey ownership proposals against PPA proposals for similar projects


on a levelized cost basis using comparable time periods for the expected service life. For


example, when comparing the cost of a 20 year PPA to the cost of an owned facility with


a 30 year life, PNM added to the levelized cost for the PPA the cost of replacing the


energy and RECs from the PPA in years 21 through 30. Use of levelized analysis to


compare costs between like resources is necessary because the annual cost of a PPA may


initially be lower than the annual cost of an owned facility, but the PPA cost typically


remains constant or increases over time while the annual cost of the owned facility


declines due to depreciation. In the final selection of the solar resource, PNM compared


the 30 year cost of a PPA to the cost of an owned facility with a 30 year useful life to


determine which was more cost-effective for customers.


PLEASE DESCRIBE THE BID EVALUATION PROCESS FOR REC-ONLY


BIDS.


PNM received fourteen bids for REC-only procurements from both existing and proposed


renewable energy resources. The bids were grouped by resource type (wind, solar, other)


and then ranked by price and whether the bid was based on production from an existing


facility or a proposed facility in New Mexico.


HOW DID PNM CALCULATE THE LEVELIZED COST USED TO COMPARE


BIDS?
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PNM developed the annual projected cash flows for each alternative over the life of the


resource and converted these cash flows to a constant annual cost using discounted cash


flow analysis. The discount rate used was PNM’s weighted average cost of capital. PNM


then used these annual costs and the expected annual energy production from each


resource to calculate a levelized cost per MWh of energy for each alternative resource


over the life of the resource.


WHAT WERE THE RESULTS OF THE FIRST PHASE OF THE BID


EVALUATION PROCESS?


The bid evaluation process identified the following procurement choices for further


evaluation and potential inclusion in the 2015 plan: a wind PPA, wind REC purchases,


solar REC purchases, and several single axis tracking solar PV proposals (turnkey and


PPA). The ASI/GGS and Juwi bids are the least cost turnkey solar options on a levelized


basis. Several other solar turnkey bids and one PPA bid also scored well. PNM also


identified the least cost options in the other categories (wind, "other", and REC-only).


The bids in the "other" diversity category were more costly than other resources and also


received lower non-price scores than the options listed above; they were not placed on the


short-list. The lowest cost wind PPA was included in the short-list evaluations.


WHY DID PNM SELECT THE 2015 40 MW SOLAR TURNKEY PROJECTS


OVER A SOLAR PPA?
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PNM selected the turnkey projects because they were less expensive than any other solar


proposal, turnkey or PPA, on a levelized basis. The levelized cost of energy and RECs for


the 2015 40 MW solar projects is $68.20 per MWh compared to $71.22 per MWh for the


lowest cost solar PPA proposal that met the non-price evaluation criteria over the same


30 year time period.


ARE THERE ADDITIONAL ADVANTAGES OF THE SOLAR OWNERSHIP


PROPOSAL OVER A PPA?


Yes. The proposed facilities are expected to remain in service and continue producing


energy and RECs after 30 years. Also, the land on which the owned facilities are located


will have value after the facilities are taken out of service and the facilities themselves


may also have residual value. At the end of a PPA, the equipment, land and


interconnection investments will be the property of the project owner, not PNM and PNM


would likely have to replace that energy at the prevailing market rate or extend the


contract at an unknown negotiated cost. Another consideration is that the revenue


requirement for owned facilities declines over time due to depreciation and can continue


to provide energy and RECs well beyond the normal 20 or 30-year life of a PPA, even


after the facility is fully depreciated.


In contrast, the cost of the PPA proposals submitted to PNM provided either for


escalating payments or a fixed annual payment, making the PPA proposals more


expensive in later years compared to utility ownership. This was an important factor in
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PNM’s evaluation because the RPS continues to increase while the RCT percentage is


capped after 2015. The declining cost of owned facilities creates head-room trader the


RCT to offset increases in the RPS.


HOW DOES THE COST OF THE 2015 40 MW SOLAR COMPARE TO THE


COST OF PNM’S PREVIOUS SOLAR PV PROCUREMENTS?


The 40 MW of utility-owned solar proposed in the 2015 Plan will be the least cost solar


resource on PNM’s system in terms of both the $/kW capital cost and the $/MWh


levelized cost. The capital costs for PNM’s solar resource procurements are compared in


Table PJO-2 below.


Table PJO-2


Solar Procurement Installed Cost Comparisons


Size(MW) Year Built $/kW
22.5 2011 $3,991


22.5 with Battery Storage 2011 $4,195
20 2013 $2,250
23 2014 $2,031
40 2015 $1,981


The 40 MW facility proposed in the 2015 Plan will operate at a higher capacity factor


than the fixed tilt projects built in 2011 and 2013 due to single axis tracking, which


results in more energy and RECs for each kW of capacity than are produced by a fixed


tilt system. The levelized cost for the 2015 40 MW installation will be $68.20/MWh. This


is a $4.41/MWh reduction in cost compared to the 2014 23 MW solar procurement,
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which is PNM’s other single axis tracking procurement. The solar price decrease between


earlier facilities and the 40 MWs proposed in the 2015 Plan is the result of continued


decline in market prices for PV panels and a reduction in balance of plant costs.


WOULD POSTPONING THE 40 MW SOLAR PROCUREMENT BY


PURCHASING UNBUNDLED RECS FOR 2016 RPS COMPLIANCE BENEFIT


CUSTOMERS?


No. Adding 40 MW of solar PV in 2015 is consistently an element of the least cost


portfolios required to replace capacity that will be retired at SJGS to comply with


Regional Haze Rule requirements. This analysis has been presented in PNM’s current


Integrated Resource Plan ("IRP") process, discussed below, and in Case No 13-00390-


UT pending before the NMPRC. The fact that this resource addition is a component of


least cost portfolios developed through a rigorous resource modeling process is important


because it means the 40 MW of solar PV should be acquired in 2015 for both operational


purposes and for RPS compliance. Deferring the 40 MW solar PV resource would result


in a higher overall portfolio cost than what has been shown to be the least cost solution in


the IRP and Case No. 13-00390-UT and would result in an additional cost to procure


RECs for RPS compliance in 2016. Consequently, a postponement of the acquisition of


the 40 MW solar PV would increase costs to PNM’s customers.
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WHAT FACTORS


CONSIDERED IN EVALUATING


PLANT?


HAVE COMMISSION STAFF TRADITIONALLY


A CCN APPLICATION FOR UTILITY


Staff witnesses have testified in previous cases that Staff applies the following standards


to its review of CCN applications: (1) there is a need for the facility; (2) the facility is the


most economical choice among the feasible alternatives; (3) no environmental violations


are noted; and, (4) no valid public opposition is received or the applicant is able to


mitigate valid public concerns and impacts, thus making the project in the public interest.


Additionally, under the IRP Rule, PNM must demonstrate consistency with its most


recent IRP that has been accepted by the Commission or demonstrate that material


changes have occurred that warrant a different course of action. My testimony above


demonstrates that there is a need for the solar facility to meet the RPS and, as I discuss


further below, as a replacement resource for San Juan generating capacity. The 40 MW


solar plant was the most economical choice among feasible alternatives. There are no


emissions from the solar plant and PNM is not aware of any public opposition at the sites


being considered.


IV. COORDINATION WITH PNM’S IRP


IS THE 2015 PLAN CONSISTENT WITH PNM’S IRP?


Yes. The proposal in the 2015 Plan to add 40 MW of solar PV resources is consistent


with the analysis PNM has prepared and presented for its 2014-2033 IRP and in Case No.
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13-00390-UT. PNM’s 2011 IRP identifies the need for additional renewable resources to


meet the RPS increase in 2015. At the time of the 2014 IRP, wind was expected to be the


lower cost resource, but the bids received in the 2014 Renewable RFP and the portfolio


modeling presented in the 2014-2033 IRP have shown solar to be a better choice for RPS


compliance than the wind resource projected in the 2011 IRP.


PLEASE SUMMARIZE THE PORTFOLIO ANALYSIS PRESENTED IN THE


CURRENT IRP PROCESS AND CASE NO. 13-00390-UT.


As described more fully in my testimony in Case No. 13-00390-UT, PNM has requested


abandonment of its capacity in SJGS Units 2 and 3. As part of an abandonment filing,


PNM must show that there are lower cost alternatives available than maintaining the


facility that will be abandoned. PNM has demonstrated that there are several replacement


portfolio options available that would be lower cost than maintaining the capacity in


SJGS Units 2 and 3. All of these lower cost portfolio options include adding 40 MW of


solar PV to PNM’s generation resource portfolio in 2015. In IRP, PNM presented this


analysis, along with numerous other scenarios of demand growth and energy pricing.


While the IRP is not complete, the analysis completed to date and discussed in several


public advisory meetings conducted over the past nine months has shown the 40 MW PV


solar resource to be a robust portfolio addition because it is included in the least cost


portfolio modeling in several of the scenarios examined. All of this analysis has been


completed without consideration of PNM’s need for RECs to comply with the RPS in


2016. So, it is an added benefit to customers that the 40 MW resource addition can be
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obtained as a least cost portfolio addition without incurring any additional cost to obtain


RECs for RPS compliance.


PLEASE DESCRIBE THE LEAST COST PORTFOLIO MODELING


COMPLETED FOR THE IRP AND PRESENTED IN CASE NO. 13-00390-UT.


PNM used an integrated planning approach to determine the most cost-effective


portfolios for each of the Regional Haze Rule compliance strategies. This involved


assessing the costs and production impacts of maintaining SJGS Units 2 and 3 as well as


evaluating potential replacement resources for the unit retirements at SJGS. Resources


were analyzed not just as stand-alone resources, but also considering their combined


effect on overall system costs. The resource additions considered included solar PV,


wind, Palo Verde Nuclear Generation Station Unit 3 and natural gas generation


alternatives while assuming continued growth of PNM’s energy efficiency resources and


distributed generation.


HOW DID PNM DETERMINE PORTFOLIO COSTS?


PNM used the Strategist® modeling software to evaluate system costs and the


susceptibility of a given portfolio to cost increases due to demand and energy price


volatility. Strategist® is a comprehensive long-range resource planning tool for electric


utilities. The Strategist® model utilizes a proprietary, dynamic programming algorithm to


conduct a rigorous evaluation of up to 5,000 unique resource portfolios and selects and


ranks the resource portfolios based on various user-specified criteria. Strategist® is
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capable of modeling a wide range of resource alternatives such as energy efficiency and


demand side alternatives, storage technologies, renewable and thermal generating units,


various types of power purchase and sales agreements and the electric market. Strategist®


identifies the least-cost resource portfolio according to the net present value ("NPV") of


total utility cost that meets user-designated constraints such as reserve margin, loss of


load hours, emissions mandates, construction limitations and renewable portfolio


standards.


Strategist® input data includes fuel price projections, new resource construction costs,


demand and energy forecasts and shapes, energy efficiency projections, resource


performance characteristics such as dispatchability, transmission capacity attributes,


resource retirements, planned outages and others. Strategist® optimizes portfolio selection


by calculating Capital requirements, fuel costs and O&M costs using economic dispatch


to meet demand and energy requirements for each of the thousands of portfolio options


and ranking each by the net present value of total utility cost. Strategist® considers both


the existing resource portfolio and new resource options when determining the most cost


effective portfolio for a given scenario.


HOW DID PNM EVALUTE THE RISK OF INCREASES IN THE COST OF


VARIOUS    PORTFOLIOS DUE    TO    DEMAND    AND    ENERGY    PRICE


VOLATILITY?
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PNM used the Strategist® modeling software to complete an analytic technique called


Monte Carlo simulation. Monte Carlo simulation uses randomly selected values from


probability distributions as risk variables to determine how a change in estimated values


of the variables affects the total cost estimate. Performing the Monte Carlo simulation


consists of the following steps:


Step 1: Determine the potential range of values for input variables (including load


forecast, natural gas fuel prices, market prices for electricity, and CO2 costs).


Then define a probability distribution for each variable, i.e. the likelihood that


each value in the range may occur.


Step 2: Determine the correlation among input variables if any, i.e. the change in


one variable directly related to a change in another variable.


¯ Step 3: Generate 900 sets of random input conditions, one value from each


probability distribution while reflecting any correlation among the variables, for


each year of the study period. Each set is referred to as a "draw."


¯ Step 4: Calculate the resource portfolio’s total system cost for each of the 900


draws using Strategist® to optimize portfolio dispatch.


¯ Step 5: Aggregate the results of the random draws from Step 4 and calculate the


average cost and cost variability.


WHAT WAS THE RESULT OF MONTE CARLO ANALYSIS ON PORTFOLIOS


THAT INCLUDE THE PROPOSED 40 MW OF SOLAR PV?
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Since solar PV generation is immune to portfolio cost impacts created by natural gas and


future CO2 cost volatility, inclusion of solar PV in the resource portfolio reduces the risk


of future cost increases relative to gas and coal generation. So, the inclusion of the 40


MW of solar PV in the least cost portfolio and its cost volatility mitigation benefit are the


two primary reasons that this resource is a robust portfolio addition.


HOW DOES THE PROPOSED 40 MW SOLAR PV PROCUREMENT AFFECT


THE NEED FOR LOAD FOLLOWING AND SYSTEM REGULATION ON


PNM’S SYSTEM?


PNM does not anticipate that the 2015 Plan procurement of 40 MW of solar PV will


produce a need for additional load following and system regulation. The solar facility


sites are geographically dispersed and are located load-side. This minimizes exposure to


transmission capacity constraints and to large sudden drops of output from passing cloud


cover because local cloud cover will also reduce local demand. Use of single axis


tracking will result in a higher contribution to summer peak demand than is provided by


the fixed tilt solar facilities currently operating on PNM’ s system.


V. CONCLUSION


PLEASE SUMMARIZE YOUR TESTIMONY.


PNM selected the procurements proposed in the 2015 Plan through a competitive RFP


process that attracted a large number of bids and a variety of proposals. The 2015 Plan
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achieves the objectives of the REA and Rule 572 at the lowest reasonable cost to


customers. Under the 2015 Plan, PNM will meet the RPS quantity and diversity


requirements in 2015 and 2016. The 2015 Plan includes a new 40 MW single axis


tracking solar PV resource that will not only supply needed RECs in 2016 but is also part


of the least cost portfolio to replace capacity that will be retired at SJGS for Regional


Haze Rule compliance.


DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?


Yes.


GCG # 518199
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Exhibit PJO-1
Patrick J. O’Connell, PE Educational and Professional Summary


Address: Public Service Company of New Mexico
Main Offices
Albuquerque, New Mexico 87158-1105


Position: Director, Planning and Resources


Education: B.S., Civil Engineering, with distinction and magna cum laude in General Honors
University of New Mexico, Albuquerque, New Mexico 1990


Employment: Public Service Company of New Mexico, Albuquerque, New Mexico:
Director, Planning and Resources, July 2012 - present
Project Manager, PNM Generation, 2009 - 2012
Project Manager, Integrated Resource Planning, 2007 - 2009


~ Senior Gas Supply Planner, PNM Gas Services, 1998 - 2007


Public Service Company of New Mexico, Santa Fe, New Mexico
Project Engineer, PNM Water Services, 1996 - 1998


URS Greiner, Albuquerque, New Mexico:
Design Engineer, 1994- 1996


GMA Inc., Albuquerque, New Mexico:
Staff Engineer, 1993-1994


Geoscience Consultants Ltd., Lanham, Maryland:
Designer, 1990- 1992


Licensure: New Mexico Professional Engineer, License No. 12876


Testimony: New Mexico Environmental Improvement Board, Case No. EIB 10-04(R): In the
Matter of Proposed Regulation, 20.2.350 NMAC - Greenhouse Gas Cap and
Trade Provisions


NMPRC Case No. 12-00317-UT, PNM’s 2013 Energy Efficiency Plan
NMPRC Case No. 13-00004-UT, PNM’s Delta Plant Purchase Application
NMPRC Case No. 13-00175-UT, PNM’s La Luz Energy Center CCN Application
NMPRC Case No. 13-00183-UT, PNM’s 2014 Renewable Energy Plan
NMPRC Case No. 13-00390-UT, PNM’s application for SJGS Unit 2 and 3


Abandonment and CCN application for SJGS Unit 4 and Palo Verde Unit 3
capacity
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23 May 2014


Mr. Gary Barnard
Director, Renewable Generation
2401 Aztec Road Northeast,
Albuquerque, NM


RE: Amendment to PPA


Dear Gary:


Further to our discussions this week, Lightning Dock Geothermal HI-01, LLC agrees to the following
modifications and adjustments to power delivered and pricing in support of our ongoing development of
the project in Hidalgo County.


1. LDG agrees to reduce the PNM acquisition of "Core Produced" power to 60,000 MWH for period 2015
- 2033.


2. LDG will confirm plant size (~8MW to meet annual generation of 60,000 MWH) at end of first quarter
2015. Should the resource expansion not succeed in accessing permeability sufficient for 60,000 MWH,
LDG will revise Exhibit E accordingly.


3. LDG will invoice for "Core Produced" power per the current PPA for 2014 - 2033 to a cap of
60,000MWH.


4. Commencing in 2017 PNM agrees to increase the amount of power it purchases ("Additional Power")
by 4,000MWH in 2017, 8,000 MWH in 2018 and 12,000MWH for 2019 - 2033 at the pricing referenced
below.


Year Core Additional Total Core Price Additional Total Cost
Produced Price


2015 60,000 60,000 5100.15 5 6,009,025.50
2016 60,000 60,000 $102.90 5 6,174,273.70
2017 60,000 4000 64,000 $105.73 571.00 5 6,628,066.23
2018 60,000 8,000 68,000 SI08.64 $72.95 5 7,102,148.05


2019 60,000 12,000 72,000 S111.63 574.96 5 7,597,291.90


2020 60,000 12,000 72,000 $I14.70 $77.02 5 7,806,217.42
2021 60,000 12,000 72,000 5117.85 579.14 5 8,020,888.40


2022 60,000 12,000 72,000 5121.09 581.31 5 8,241,462.83


2023 60,000 12,000 72,000 $124.42 583.55 5 8,468,103.06
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2024 60,000 12,000 72,000 $127.85 $85.85 S 8,700,975.90


2025 60,000 12,000 72,000 $131.36 $88.21 $ 8,940,252.73
2026 60,000 12,000 72,000 $134.97 $90.63 $ 9,186,109.68


2027 60,000 12,000 72,000 $138.69 $93.13 $ 9,438,727.70


2028 60,000 12,000 72,000 $142.50 $95.69 $ 9,698,292.71


2029 60,000 12,000 72,000 $146.42 $98.32 $ 9,964,995.76
2030 60,000 12,000 72,000 $150.45 $101.02 $ 10,239,033.14


2031 60,000 12,000 72,000 $154.58 $103.80 $ 10,520,606.55


2032 60,000 12,000 72,000 $158.83 $I06.66 $ 10,809,923.23


2033 60,000 12,000 72,000 $163.20 $109.59 $ 11,107,196.12


LDG appreciates PNM’s continued support for the project. Should you have any questions,
please do not hesitate to contact me.


Sincerely,


Lightning Dock Geothermal, HI-01, LLC


By:
Nicholas Goodman
Chief Executive Officer


136 South Main Street Suite 600 Salt Lake City, UT 84101
(p) 801.875.4200 info@cyrqenergy.com (f) 801.374.3314
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PNM’s November 2013 Request for Proposals for Renewable Energy Resources or RECs


Purpose and Scope


Public Service Company of New Mexico ("PNM" or the "Company") issues this Request for


Proposals ("RFP") for Renewable Energy Certificates ("RECs") and accompanying Renewable


Electric Energy or for RECs without accompanying energy ("RECs-only"). Acquisition of RECs


will enable PNM to comply with New Mexico’s Renewable Portfolio Standard ("RPS") in 2016


and beyond. PNM is seeking to purchase renewable energy and associated RECs or RECs-only


from one or more qualified Respondents up to a maximum of 150,000 MWhs per year. PNM


seeks to acquire energy and associated RECs that will be generated and eligible to meet PNM’s


renewable energy requirements for 2016, from sources of renewable energy, as defined below.


PNM will consider offers for asset purchases, design-build-transfer ("turnkey") projects, or


purchased power agreements ("PPA") projects in addition to RECs-only bids. RECs-only


purchases must be for energy with a vintage no earlier than January 1,2013.


As part of PNM’s Integrated Resource Planning process, the Company has identified 40 MWs of


solar photovoltaic resources as part of replacement resources needed under the Company’s


proposed plan to shut down some coal generation (see Background below). PNM will consider


solar energy resource proposals submitted in this RFP in light of both the 150,000 MWh RPS


needs for 2016 and as potential additional resource capacity for coal replacement in 2017.


Communication


All inquiries and other communications relating in any manner to this RFP will be hosted on the


PNM November 2013 Renewable Energy RFP web site ("RFP Web Site"). The site is


administered by Power Advocate, Inc. To register for the RFP at the Power Advocate site,


follow this link:


,https://www.poweradvocate.com/pR.do?okey=38985&gubEvent=true


This link to the Power Advocate site and a description of the RFP are also available at this PNM
website


http;![www.pnm.com/rfpirenewables-nov-20 ~ 3[


PNM makes no commitment to respond to other communications received via telephone, FAX,


text messaging or other media. Additionally, bidders shall not rely on any oral representation or
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oral modification made by the Renewable RFP Administrator or someone other than the


Renewable RFP Administrator. In order to preserve transparency in the process and to assure


that all persons or entities responding to this RFP (each a "Respondent") receive equal


consideration, bidders shall not contact any PNM employees or agents of the Company in regard


to this RFP - all communications are to be conducted through the RFP Web Site.


Background


PNM is a wholly owned subsidiary of PNM Resources, Inc. (NYSE: PNM) based in


Albuquerque, N.M., with total 2012 utility operating revenues of $1.09 billion. The Company


provides retail electric service to a large area of north central New Mexico, including the cities of


Albuquerque, Santa Fe, Rio Rancho, Las Vegas, Belen and Bernalillo. The Company also


provides retail electric service to Deming, Ruidoso, Alamogordo, Lordsburg, Silver city and


Bayard in southwestern New Mexico and to Clayton in northeastern New Mexico.


In 2004, the New Mexico Legislature enacted the Renewable Energy Act ("REA"), which


established the RPS. The New Mexico Public Regulation Commission ("NMPRC" or


"Commission") adopted 17.9.572 NMAC ("Rule 572") to carry out the REA. A copy of the


current rule is available at the RFP Web Site. Final execution of any purchase contract by PNM


for any Proposal under this RFP is contingent on, among other things, NMPRC approval of


PNM’s 2015-2016 Renewable Energy Plan.


As defined in Rule 572:


"renewable energy" is electric energy that


(1) is generated by use of low- or zero-emissions generation technology with


substantial long-term production potential; and


(2) is generated by use of renewable energy resources that may include:


(a) solar, wind, hydropower and geothermal resources;


(b) fuel cells that are not fossil fueled; and


(c) biomass resources, such as agriculture or animal waste, small diameter


timber, salt cedar and other phreatophyte or woody vegetation removed


from river basins or watersheds in New Mexico, landfill gas and anaerobic


digestion waste biomass; but
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(3) does not include electric energy generated by use of fossil fuel or nuclear


energy.


"renewable energy certificate" or "REC" means a document evidencing that the


enumerated renewable energy kilowatt-hours have been generated from a renewable energy


generating facility and shall represent all of the environmental attributes associated with the


generation of renewable energy.


Please note that the REA requires that renewable energy used for RPS compliance must be


contracted for delivery in New Mexico or be consumed or generated by an end-use customer in


New Mexico. Rule 572 requires that all RECs used for RPS compliance must be registered in


the Western Renewable Energy Generation Information System ("WREGIS"). RECs may be


transferred independently of the associated energy generated by the eligible renewable energy


facility. Proposals for sale of these RECs, without a concurrent sale of energy, are referred to as


"RECs-only" bids in this RFP.


PNM is currently conducting its Integrated Resource Plan ("IRP" or "Plan") long-range resource


expansion planning process. The process will conclude with filing of the Plan with the NMPRC


in June 2014. Part of the process involves a Public Advisory effort and a public advisory


working group, which helps with development of the Plan. The Plan will include projections and


discussion of PNM’s needs for additional renewable and conventional generation and demand-


side resources. Information regarding the IRP can be found at this PNM site:


http://www,pn m,corn/reg#!atory/irp, htn3
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Eligible Proposals


The following types of proposals are eligible for this RFP:


a) Offers for purchase of a renewable generating asset (all or a portion of a renewable


generation asset) located in or contracted for delivery of energy in New Mexico;


b) Offers for renewable energy to be sold under a purchased power agreement, from a


generating unit located in or with capability to deliver to PNM’s system in either southern


or northern New Mexico; and


c) Offers for purchase of RECs-only from a generating facility located in New Mexico or


one that delivers energy to New Mexico.


Eligible proposals must meet the following guidelines to be considered for evaluation:


¯ All Proposals must be submitted in accordance with the instructions of this RFP.


¯ Proposals can be for a portion ofPNM’s RPS requirement up to 150,000 MWhs per


year. Wind and solar projects must supply the minimum annual equivalent of


renewable energy of at least 100 MWhs or the equivalent in RECs. RECs-only bids


or energy qualifying as "other" (non-wind, non-solar) have no minimum size


requirement.


¯ For all proposals, the generating facility must be registered or will have to be


registered in WREGIS and its monthly generation reported to WREGIS, with RECs


certified by WREGIS and transferable via WREGIS.


¯ Energy purchased by PNM should originate from generation occurring no earlier than


January 1, 2015.


¯ RECs-only bids can originate from qualifying generation with a vintage occurring no


earlier than January 1, 2013.


¯ Proposals that culminate in a successful project are required to obtain appropriate


North American Electric Reliability Corporation ("NERC") registration for all


applicable NERC functions and must operate equipment within applicable NERC


Standards.


¯ Proposals must comply with all applicable federal, state and local laws.


¯ Proposals and pricing must remain valid and binding through at least December 31,


2014 with the date of expiration explicitly stated in the Proposal.
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Proposals for asset purchases are eligible, if the renewable generating facility has a


commercial operation date no later than December 31, 2016.


RFP Process


Communication


PNM will prepare written responses to questions received and will post the responses (without


identification of the party asking the questions) on the RFP Web Site for all Respondents who


submit a Notice of Intent to Bid. All questions must be submitted via the RFP Web Site.


Schedule


The RFP process will proceed in accordance with the following schedule:


RFP Issued


Pre-Bid Conference


Notice of Intent to Bid Due


RFP Response Due


PNM Bid Evaluation Complete (Phase I)


Successful Short-List Respondents Notification


Monday, November 18, 2013


Monday, November 25, 2013


Tuesday, December 3, 2013


Friday, January 10, 2014


Friday, February 7, 2014


Friday, February 14, 2014


PNM reserves the right to revise, suspend, or terminate this RFP Process and any schedule


related thereto at its sole discretion without liability to Respondents or any other person or entity.


Communications regarding the status of this RFP Process, including any and all changes and


addenda to this RFP or attendant schedules, will be in writing via the RFP Web Site.


Pre-Bid Conference


PNM will host a pre-bid conference detailing the information requested in the RFP. A webinar


will be available and preliminary details will be provided at the PNM RFP Web Site for those


parties who cannot attend. Please check the PNM RFP Web Site for any schedule changes or


updates. Interested parties and bidders are encouraged to attend or listen online and bring any
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questions regarding clarification. Your RSVP will be required to assure adequate space and


building access security for participants. (RSVP to RenewableRFP@pnmresources.com )


Date:


Time:


Where:


Webinar Details:


Monday, November 25, 2013


1:00 pm- 3:00 pm, Mountain Time


PNM Headquarters Building


414 Silver Ave. SW


Albuquerque, N.M., 87102-3289


To be posted at RFP Bid Site


Notice of Intent to Respond


In order to identify persons or entities interested in submitting a Proposal, and for those persons
or entities to receive any subsequent information distributed in the proposal process, interested
parties should submit via the PNM RFP Web Site a Notice of Intent to Respond on or before 4:00
P.M. Mountain Time on Tuesday, December 3, 2014. The form can be downloaded at the
RFP Bid Site.


https://www.poweradvocate.com/pR.do?okey=38985&pubEvent=true


Proposal Content


Renewable Resource Needs for 2016


Rule 572 sets an RPS requirement for renewable energy or RECs at 15% of PNM’s retail sales.


This figure is subject to some adjustment for limitations on cost impacts on customers. The


precise amount of forecasted need for 2016 renewable energy credits is also subject to variability


in several factors. These include PNM’s sales, customer rate levels, renewables costs and the


actual production levels that PNM renewable generating plants will produce in 2016. PNM’s


current estimates for the additional amount needed to meet the 2016 requirement to be up to


150,000 MWh. This amount is in addition to the renewable resources in the Company’s current


renewable portfolio. Proposals that provide greater amounts will be considered, but the


additional amounts of renewable energy credits will not be valued as contributing to the RPS


needs.
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Renewable Resource Diversity


Rule 572 sets renewable energy diversity targets as part of PNM’s RPS. In 2015, PNM is to


comprise at least 20% of its renewable energy sourcing from solar energy resources, 30% from


wind resources, 3% from renewable distributed generation and 5% from "other" category


resources. The "other" category resources are defined as renewable energy that is non-wind and


non-solar. PNM is expected to meet the diversity requirements in 2016 with the Company’s


current resource portfolio. PNM currently has wind resources in excess of the diversity


requirement for wind of 30% and distributed generation resources in excess of its diversity


requirement of 3% and expects by 2015 to have sufficient solar and "other" resources to meet


those diversity requirements. Accordingly, this RFP is an "all-source" solicitation for proposals


of any type of qualifying renewable resources. Qualifying energy or RECs from any renewable


type can be used to fulfill the overall renewable procurement requirement.


Wind, solar, distributed generation and "other" Proposals may be considered for supplying


additional generation needs beyond the RPS mandated 2016 procurement needs. These


additional amounts of renewable energy resources will be evaluated in comparison to all options


for generation supplies, not just in comparison to other renewables. The table below summarizes


the RPS requirements as provided in Rule 572.


Overall Diversity (Min % of Renewables)
Renewable Wind Solar Other Distrib Gen


2014 10.0% 30.0% 20.0% 5.0% 1.5%
2015 15.0% 30.0% 20.0% 5.0% 3.0%
2016 15.0% 30.0% 20.0% 5.0% 3.0%
2017 15.0% 30.0% 20.0% 5.0% 3.0%
2018 15.0% 30.0% 20.0% 5.0% 3.0%
2019 15.0% 30.0% 20.0% 5.0% 3.0%
2020 20.0% 30.0% 20.0% 5.0% 3.0%


Pricing


All pricing must be in terms of current year US dollars and should include all costs to deliver


energy and any costs associated with compliance with Rule 572, including WREGIS registration


and transfer fees, if applicable. If bidding a starting price that escalates out over future years, the


escalation must be explicitly stated and must not include adjustments occurring more than once
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annually. Bids tied to an inflation rate or other indexing will be excluded. Bid pricing should


remain valid through December 2014.


Solar Photovoltaic Energy Facilities -- PNM-Designated Sites


PNM has obtained site control for locations suitable for installation of solar energy facilities.


Information on those sites is contained in documents available at the RFP Bid Site. Respondents


may submit proposals for new facilities to be built on these PNM-designated sites, existing solar


facilities or new solar facilities on sites other than these designated sites. Proposals for solar


facilities on other sites must reflect and specify costs associated with delivery to PNM system


interconnection. The PNM-designated solar sites can accommodate up to 10 MW AC of


capacity. On these sites only, PNM will be responsible for site development including land


acquisition, surface grading, site development permitting and interconnection. PNM will not


consider PPA proposals on the PNM-designated sites.


Transmission


PNM has determined transmission costs for the PNM-designated solar sites and PNM will


evaluate those costs for solar project bids proposed for those sites. For all other sites, expected


transmission interconnection will be the financial and logistical responsibility of the Respondent.


Transmission costs relating to system upgrades and interconnection should be identified and


explicitly broken out in the Respondent’s Proposal. The schedule for transmission service


procurement should also be identified in Respondent’s Proposals. Transmission wheeling


charges, if any, to deliver capacity to the PNM system, will be incorporated in the evaluation of


the Proposal. This applies to wind, other and solar projects at sites other than the PNM-


designated solar sites.


For the PNM-designated solar sites, PNM will submit an application for interconnection under


the Small Generator Interconnection Procedures ("SGIP") of the PNM Open Access


Transmission Tariff ("OATT"). PNM is considering proposals for facilities of 10 MW or less in


size, and any site may be subject to a reduction in size, depending on the location and the SGIP


Study results. All interconnections will be made to PNM’s distribution system at distribution


voltage. PNM anticipates that the SGIP Study and the associated Small Generator
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Interconnection Agreement ("SGIA") required for any selected proposal will be completed such


that any required construction and interconnection facilities installation can be accomplished in


time to meet an In-Service Date (ISD) of December 31, 2015 at all listed sites.


Bid Submission Fee


A non-refundable RFP submission fee of $500.00 per project will accompany the Proposal in


order to qualify the Proposal(s) for consideration. RECs-only bids from an existing renewable


energy facility do not require a submission fee. For purposes of this RFP, multiple options at a


project site can be considered a single bid and will only incur one fee, provided the options do


not differ in technology or location. At PNM’s determination, proposals with minor differences


in attributes such as financing, pricing structure, commercial operation date, size or contract term


can be considered variations of a single bid. Projects at multiple locations or with multiple


resource technologies will be considered multiple bids and a submission fee is required for each


bid. The fee may be paid by certified check made out to "Public Service Company of New


Mexico". Payment via ACH is also accepted; payment instructions are posted at the RFP web


site.


Mail bid fees to: Public Service Company of New Mexico


Attn: Integrated Resource Planning Dept.


Public Service Company of New Mexico


Alvarado Square MS 1115


Albuquerque, N.M., 87158-0001


Bid Submission


Respondents shall submit Proposals via PNM’s RFP Bid Site. Instructions for submitting


proposals are provided at the site. Complete Proposals, including all exhibits, forms, and fee,


must be received on or before 4:00 p.m. (MST) on Monday, January 10, 2014 via the RFP Bid


Site.


All Proposals will become the property of PNM and will not be returned to the Respondent.
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Bid Forms - Information Requested


All Respondents must submit as part of their Proposal completed RFP Form Sheets, which are


part of the bid submittal process on the PNM Bid Site. All Proposals must include the


information required in this RFP and Respondents should endeavor to provide complete


responses.


PNM reserves the right to modify the terms and conditions of these forms or any attachments to


this RFP.


Submission and Information Forms


Bid forms are located on the PNM Bid Site. Respondents should review each form to


determine applicability to your bid. Forms are listed here for reference. Respondents


should not rely on this list for completeness, but should refer to the PNM Bid Site forms.


¯ Respondent Information Sheet (Sheet 1)


¯ Notice of Intent to Respond (Sheet 2)


¯ RFP Submission Certification (Sheet 3)


¯ Executive Summary (Form A)


¯ Project Description and Site Selection (Form B)


¯ Project Costs/Pricing (Form C)


¯ Transmission (Form D)


¯ Environmental and Fuel (Form E)


¯ Credit and Financial Assurance (Form F)


¯ Project Plan and Schedule (Form G)


¯ Project Resource Performance (Form H)


Respondent Information Sheet (Sheet 1)
This information sheet provides PNM with official contact information regarding your


company and your bid. The data sheet is located under the "3. Commercial Data" tab on


the RFP Bid Site.


Notice of Intent to Respond (Sheet 2)
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PNM requires that Respondents provide advance notice that they intend to submit a bid


proposal. This notice must be submitted through the "3. Commercial Data" tab on the RFP


Bid Site.


RFP Submission Certification (Sheet 3)
Official submission of the final proposal must be accompanied by this certification sheet.


PNM asks that the form be printed, filled out, signed and then a pdf format copy uploaded


to the bid submittal section of the RFP Bid Site. The certification sheet is located under


Tab 3 "Commercial Data" on the RFP Bid Site.


Executive Summary (Form A)
The executive summary should provide a description of the project including technology


and location of the facility. The summary should address the type of commercial/financing


structure (i.e. design-build-transfer or PPA arrangement) and an overview of the pricing


structure. The summary should be in the form of a document or documents that will be


uploaded at Tab "2. Upload Documents" on the RFP Bid Site. If multiple documents are


uploaded, please identify a summary document as "Executive Summary". Other


documents might include site maps, transmission diagrams or photos and to facilitate easy


review by PNM, these should be identified as clearly as possible.


Project Description and Site Selection (Form B)
This information identifies project location and provides descriptive information. It is


important to respond to each question, even if that information has been provided


elsewhere in the submittal. In particular, Respondents proposing solar photovoltaic


projects must indicate the project site. PNM has identified certain sites for such


development that meet PNM’s criteria for interconnection. Solar projects at other locations


are also welcomed, but Respondents must include costs and plan descriptions for


interconnecting the facility to PNM’s transmission/distribution system. The data sheet is


located under Tab "3. Commercial Data" on the RFP Bid Site.


Project Costs/Pricing (Form C)
Two data sheets are available for submitting pricing data. One is for turnkey (design-build-


transfer) projects, the second is for sales of energy and/or RECs under a power purchase


agreement. For turnkey projects, Respondents should provide an estimate of operating and
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maintenance costs, fuel expenses and any other costs expected to be incurred over the


operating life of the facility. PPA projects should identify all energy, fixed and REC costs


over the life of the agreement.


All pricing must be in terms of on-year US dollars and should include all costs to deliver


energy and any costs associated with compliance with Rule 572, including WREGIS


registration and transfer fees, if applicable. If bidding a start price that escalates over future


years, the .escalation must be explicitly stated and must not include adjustments occurring


more than once annually. Bids indexed to an inflation rate or other indexing will be


excluded. Bid pricing should remain valid through December 31, 2014. The data sheets


are located under Tab "5. Pricing Data" on the RFP Bid Site.


For PPA proposals, PNM may. require Respondents to provide certain information


concerning the supplying entity. The information may be needed by PNM to fulfill its


financial reporting requirements. The required information would consist of the


information necessary, in PNM’S sole discretion, to enable PNM to determine if the


supplying entity is considered a "variable interest entity" as defined under GAAP and if the


supplying entity’s financial information is required to be consolidated in PNM’s financial


statements. In addition, depending on the circumstances of the arrangements, the supplying


entity may be required to provide its financial statements and other financial information to


PNM on a monthly, quarterly, and annual basis within the timeframes PNM routinely


closes its books and prepares its financial statements.


Transmission (Form D)
The Form D submittal should be in the form of a document or documents that will be


uploaded at Tab "2. Upload Documents" on the RFP Bid Site. A Form D guide is included


in Tab "1. Download Documents" section, which identifies information needed regarding


transmission.


PNM has determined transmission costs for the PNM-designated solar sites and PNM will


evaluate those costs for solar project bids proposed for those sites. For all other sites,


expected transmission costs relating to system upgrades and interconnection should be
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explicitly broken out in the Respondent’s Proposal, and will be the financial and logistical


responsibility of the Respondent. The schedule for transmission service procurement


should also be identified in all Respondent’s Proposals. Transmission wheeling charges, if


any, to deliver capacity to the PNM system, will be incorporated in the evaluation of the


Proposal. This applies to wind, other and solar projects at sites other than the PNM-


designated solar sites.


For facilities at locations other than the PNM-designated sites, energy delivery points for


Northern New Mexico ("NNM") proposals which are located within the Western


Electricity Coordinating Council ("WECC") central New Mexico Path 48 transmission


boundary ("Path 48") and interconnected directly to PNM are preferred. Energy delivery


points for Southern New Mexico ("SNM") proposals which are located within the WECC


Path 47 transmission boundary are acceptable, but will be evaluated assuming additional


wheeling costs for delivery to northern New Mexico loads. PNM will consider other


delivery points on a case-by-case basis and will add applicable wheeling costs in the


evaluation phase. Resources located outside of Path 48 may require replacement with load-


side resources at times of transmission congestion, causing PNM to incur an energy


penalty. This will be considered in the evaluation phase of the RFP. Transmission system


maps which identify Path 47 and Path 48 can be found in Attachments at the end of this


RFP.


Environmental and Fuel (Form E)
Information regarding environmental impacts and fuel use are to be submitted on a data


sheet. This includes any emissions estimates associated with the project. The data sheets


are located under Tab "4. Technical Data" on the RFP Bid Site.


The Respondent is responsible for meeting all required federal, state and local permits,


licenses, approvals and variances that may be required to assure physical delivery of


capacity and associated energy in accordance with their proposal for each site. Each


proposal should discuss the following:


1. Describe project location, the merits of the selected site, and the proposed land


rights. Respondents should provide copies or summaries of leases, easements, rights
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of way and/or other ownership documents that demonstrate that the Respondent has


legal control of the proposed site.


2) Describe all state and federal permits approvals or consultation you anticipate obtaining


for each site proposed related to water rights acquisition, water usage and storage, clean


water act permits (Section 401, 402, 404 and others), risk management plans for


hazardous chemicals including SARA reporting, migratory bird protection, endangered


species review, cultural resource protection, air pollution new source review and


construction permitting, Title V operating permits, and transportation permits.


3) Describe all local permits and approvals you anticipate obtaining for each site proposed


including re-platting, rezoning, electric facility plan amendments, site development


permits, special use permits and building permits.


4) Describe all additional easements, access rights and land that will need to be acquired


and the timing and risk associated with each.


5) Indicate to what extent your firm has developed and implemented an Environmental


Management System.


6) Describe methods for measurement and recording of emissions.


7) Describe estimated air emissions from all project sources and proposed and optional


engineering and process controls.


8) For each generation combination of technology and fuel proposed provide a table


detailing emission profiles as indicated required Form B; indicate if results are variable


by elevation.


9) Detail all hazardous and non-hazardous wastes (handling and disposal) used during


construction, operation and maintenance.


10)Water acquisition and usage including water conservation methods and gallons per


MWh consumption rates.


Credit and Financial Assurance (Form F)
A Credit information data sheet is located under Tab "3. Commercial Data" on the RFP Bid


Site. The Respondent must be able to satisfy PNM’s credit standards to ensure the


Respondent has adequate financial capability. Execution of an agreement under this RFP is


conditional upon full satisfaction of any PNM credit support requirements. PNM requires


qualified Respondents to either have an investment grade rating (S&P BBB- or above~
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Moody’s Baa3 or above), or have sufficient equity security to cover Respondent’s


anticipated delivery obligations under any contract entered into as a result of this RFP


process. The following items should be provided in each Respondent’s proposal:


¯ Standard & Poor’s or Moody’s Credit Rating of Respondent or its parent


company, if parent is providing financial support.


¯ Copies of audited financial statements for the last three fiscal years for


Respondent or, if applicable, for the Credit Support Provider/Guarantor.


If Respondent is unable to satisfy the foregoing credit standards, Respondent may


designate a Credit Support Provider/Guarantor, and if the Credit Support


Provider/Guarantor is satisfactory to PNM, the Respondent shall be deemed to have


satisfied PNM’s credit standards. The quality of credit of the proposed Credit Support


Provider/Guarantor will be evaluated under the same standards as that of the Respondent.


PNM requires Respondents to ~submit audited financial statements for the last three fiscal


years for Respondent or, if applicable, for the Credit Support/Provider/Guarantor for credit


scoring purposes. Respondents should either post copies of these statements or provide a


link to web site containing those financial statements.


Respondents should address any pending issues (regulatory, legal, environmental, technical


or otherwise) with this proposed resource(s) that would affect the ability to impact the


project schedule. PNM reserves the right to require additional credit standards and to


review and evaluate the quality of credit of each Respondent and Credit Support


Provider/Guarantor and to make adjustments, as necessary, in the application of the


foregoing standards.


Project Plan and Schedule (Form G)
The Form G submittal should be in the form of a document or documents that will be


uploaded at Tab "2. Upload Documents" on the RFP Bid Site. A Form G guide is included


in the Tab "1. Download Documents" section, which describes information requested


regarding the project construction/development plan. Also, to be included is a discussion


of plans for stakeholder communications and stakeholder engagement. This should include
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a small business outreach discussion, reflecting efforts to be undertaken to support local,


small and women/minority-owned business participation in the renewable energy


procurement process.


Project Resource Performance (Form H)
Information regarding generation output projections and other performance measures on a


data sheet. This includes generating capacity, typical generation patterns by 24-hour cycle


or seasonal cycles, maintenance outages and other production attributes of the project. The


data sheets are located under Tab "4. Technical Data" on the RFP Bid Site.


REC- Only Proposals
A bid submittal for RECs without a sale to PNM of associated energy must also provide


information requested in these forms. This is to assure the RECs are WREGIS qualified.


For RECs that have been produced and registered in the past, Form A


(demonstration/warranty of registration) and Form C (pricing) must be submitted. For


RECs-only proposals offering RECs that will be generated in future years, all forms must


be completed so that PNM may be able to assess project viability.


Multiple Bid Submittals
A Respondent may submit multiple proposals through the RFP Bid Site. All information


that varies between proposals must be submitted separately. Information that does not


change (e.g. credit) need not be resubmitted for each bid.


Cont~dentialit~


PNM will take reasonable precautions and use commercially reasonable efforts to protect any


claimed proprietary and confidential information contained in a Proposal, provided that such


information is clearly identified by the Respondent as "PROPRIETARY AND CONFIDENTIAL


MATERIAL". Notwithstanding the foregoing, PNM in its sole discretion may release such


information: (1) to any external contractors for the purpose of evaluating Proposals, but such


contractors will be required to observe the same care with respect to disclosure as PNM; (2) to


others who have a need for such information for purposes of evaluating the RFP and the


Proposals, the RFP process or the agreement resulting from the RFP process, including but not


limited to the Commission, its employees, staff, consultants and/or agents, and other parties, their
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consultants and/or agents, to any NMPRC proceedings relating thereto; or (3) if PNM is


requested or compelled to disclose such information (or portions thereof) (i) pursuant to subpoena


or other court or administrative process, (ii) at the express direction of any agency with


jurisdiction over PNM, or (iii) as otherwise required by law. If PNM determines that the release


of such information will be made under one of the circumstances set out above, PNM will


provide Respondent with written notice. PNM is under no duty or requirement to Respondent to


withhold such information if, in PNM’s judgment, there is a need to provide it under the


circumstances described above. Under no circumstances will PNM, or its directors, management,


employees, agents or contractors be liable for any damages resulting from the disclosure of


Respondent’s claimed proprietary and confidential information during or after the RFP process.


By submitting a Proposal in response to this RFP, Respondent acknowledges and agrees to the


requirements in this provision concerning confidentiality.


In the event PNM uses intemal, proprietary projections in its evaluation process, the resulting


projections will not be shared with Respondents.


Collusion


By submitting a Proposal to PNM in response to this RFP, the Respondent certifies that the


Respondent has not divulged, discussed, or compared its Proposal with other Respondents and


has not colluded whatsoever with any other Respondent or parties with respect to this or other


Proposals; provided, however, that this provision does not and is not intended to prevent multiple


parties from making a joint Proposal in which the roles and responsibilities of each party are


clearly delineated in the Proposal.


Compliance with Law


Each Respondent shall ensure that its Proposal is in full compliance with all applicable Federal,


State and local laws, rules, regulations or other requirements.


Evaluation of Proposals


An initial review of each Proposal will be performed to determine if all required information has
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been provided. Material deficiencies will disqualify a Proposal from further consideration, and


the Respondent will be notified in such event. After initial review, PNM anticipates a two-phase


proposal and evaluation process. From the Phase One evaluation results, a smaller list of projects


will be determined, at which time Respondents may be requested to supply additional


information. The unsuccessful Respondents will be notified that their Proposals will not be


considered further. Respondents will be notified via the PNM RFP Bid Site that they have


passed on to Phase Two of the process, whereupon additional evaluation will be conducted and


the preferred renewable resource alternative(s) identified. Once the successful alternative(s) from


that evaluation have been identified, PNM will pursue negotiations to secure renewable


resources. Provided the parties successfully negotiate contract for the project, PNM will then


make appropriate filings seeking approval with the Commission based on the negotiated terms of


the purchase agreement(s).


Phase I


Proposals that have provided the required data will be passed to the initial screening phase of the


evaluation. They will be evaluated individually for both the quality of the Proposals and the


likelihood of achieving successful commercial operation under the terms proposed. Each


Proposal will be scored using both price and non-price criteria. A Proposal’s score from the non-


price evaluation is combined with a price score to produce a ranked "short-list."


Respondents shall include sufficient detail for PNM to be able to evaluate all costs associated


with the Proposal(s). Respondents should be aware that the evaluation in Phase I is based on


both price and non-price evaluations (which are detailed below), therefore, the lowest price


submittal may not be selected.
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Non-Price Evaluation Process


The following will be given consideration in the non-price evaluation process:


1) Respondent creditworthiness, which includes a Respondent’s managerial and financial


qualifications.


2) Respondent’s Engineering,Construction, Operating and EnvironmentalTeam


qualifications.


3) Project Engineering Plan.


a) Detailed operations and maintenance plan for the project.


b) Preliminary engineering study describing the generation technology, emission control


equipment and fresh water usage.


c) Detailed project critical path schedule identifying all important development elements


and their timing.


d) Identification of the major equipment supplier(s) to be used for the project.


4) Product and equipment warranty protections.


5) Environmental and Siting Plan


a) An environmental assessment of the environmental feasibility for each site and all


necessary right of ways.


b) A Respondent’s Environmental Management System, i.e., how the Respondent


handles the environmental risk associated with its operations.


c) An environmental milestone schedule addressing all requisite permits.


d) Detailed description of a water supply plan including a description of fresh water


conservation efforts and usage.


6) Fuels Supply Plan (if needed)


a) A detailed assessment of current and future fuel supply, fuel contracts in place, fuel


storage, and fuel transportation, as appropriate per technology type. Meteorological


data, as necessary, to support projected energy and capacity values.


b) The Respondent shall demonstrate fuel supply stability and a robust supply chain for


the duration of the plant life or contract life.


7) Preference will be given for NNM load-side locations, if within transmission Path 48.


8) Contribution to PNM’s overall system reliability.


9) Operational flexibility of the Proposal.
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10)Any potential for delay as the result of a Respondent’s need for regulatory actions or


approvals or for permitting licensing or transmission interconnection.


l l) Ability to help PNM achieve the RPS resource diversity targets.


12) Ownership structure.


13) Geographic diversity of resources with respect to PNM’s existing renewable portfolio.


Price Evaluation Process


PNM ranks and scores all Proposals from a cost Standpoint. The price screening consists of


measuring each Proposal’s total cost impact, including:


1) Capital Costs and/or Capacity Costs


2) Fixed operation and maintenance costs


3) Variable production costs


4) Fuel and water costs


5) Transmission costs, including third party wheeling


6) Operational costs, including system regulation requirements as a result of the project


7) Other system benefits or costs, including impact to system losses


8) Financial impact to PNM such as impact to credit metrics, capital structure and financial


statements


9) Opportunities for marketing of excess energy


10) Comparison to Reasonable Cost Threshold ("RCT") rate impact cost criterion contained


in Rule 572


11) Any additional costs that are required, but not provided for in the proposal


12) Tax implications


Proposals are scored and ranked on the basis of minimizing the net present value of ratepayer


revenue requirements (i.e. total cost impact). Proposals with a low total cost impact on the PNM


system will receive a higher score than Proposals with a high total cost impact.


Phase H


In the short list evaluation, Proposals are further evaluated on credit quality, price and non-price


factors, including value to PNM and its customers. A Proposal’s impact on PNM’s system
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production costs is determined in analysis consistent with PNM’s integrated resource planning


("IRP") evaluation methodology. This is designed to reflect all differentiation in Proposal costs


or benefits, such as contribution to peak load capacity, system reliability, impact on PNM’s


"Reasonable Cost Threshold" and risk mitigation. Determination of that methodology is at


PNM’s sole discretion. From the final set of selected Proposal alternatives, PNM will determine


the preferred altemative or combination of alternatives to meet the RPS.


Credit Quality


Credit quality of the Respondent is an important factor in the selection process. PNM will utilize


the lower of the published credit ratings from Standard & Poor’s Ratings Group ("S&P") or


Moody’s Investor Services, Inc. ("Moody’s") for long-term senior unsecured debt to determine a


Respondent’s credit rating. PNM may also consider credit rating by other credit agencies.


Execution of an agreement under this RFP is conditional upon full satisfaction of any PNM credit


support requirements.


If Respondent is proposing a PPA, the bid must demonstrate credit support and/or collateral value


sufficient to provide surety of contract performance over the full contract term.


PNM reserves the right to require additional credit standards and to review and evaluate the


quality of credit of each Respondent and to make adjustments, as necessary, in the application of


the foregoing standards.


PNM Reservation oi~Rights and Disclaimers


Nothing in this RFP constitutes an offer or acceptance by PNM, and PNM hereby disclaims any


intent for this RFP to constitute a binding contract between PNM and any Respondent. PNM


retains the right to determine, in its sole discretion, the value to PNM and its customers of any


and/or all Proposals. PNM reserves the right to negotiate with a Respondent or Respondents after


submission of a Proposal. PNM further reserves the right to negotiate with only those


Respondents whose Proposals, as PNM determines in its sole discretion, have a reasonable


likelihood of being executed. In the event negotiations with a Respondent or Respondents do not
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produce a final and fully executed contract satisfactory to PNM and authorized by the


Commission, without material changes, for inclusion in PNM’s renewable supply portfolio, PNM


reserves the right to pursue any and all other resource options available to it.


PNM may reject any Proposal that it determines, in its sole discretion:


¯ Does not meet the minimum requirements set forth in the RFP; or


¯ Does not include all required elements under NMPRC Rule 572; or


¯ Is not economically competitive with other Proposals.


PNM reserves the right, without qualification and in its sole discretion, to accept or reject any or


all Proposals for any reason at any time after submittal without explanation to the Respondent, or


to enter into an agreement at any time with a Respondent who, in the opinion of PNM, will


provide the most value to PNM customers. PNM also reserves the right to contract with other


than the lowest price Respondent or with other than the Respondent evidencing the greatest


technical ability, if PNM, in its sole discretion, determines that to do so would result in the


greatest value to PNM customers.


PNM, in its sole discretion, may decline to enter into an agreement with any Respondent, and


may terminate negotiations with any Respondent, at any time during the process.


Those Respondents who submit Proposals do so without legal recourse against PNM, PNM’s


parent company or affiliates, and the directors, management, employees, agents or contractors of


any of them, due to (1) PNM’s rejection, in whole or in part, of their Proposal; (2) PNM’s


rejection, modification, delay or withdrawal, in whole or in part, of this RFP; (3) failure to


execute any agreement; and (4) any other reason arising out of this RFP. PNM shall not be liable


to any Respondent or to any other party, in law or equity, for any reason whatsoever relating to


PNM’s acts or omissions arising out of or in connection with the RFP process.


Respondent shall be liable for all of its costs, and PNM shall not be responsible for any of


Respondent’s costs, incurred to prepare, submit, or negotiate its Proposal, a definitive agreement


or any other activity related thereto.
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PNM reserves the right, at any time, to establish a minimum and/or maximum amount of energy


and/or RECs to be acquired from any one Respondent.
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PLEASE STATE YOUR NAME, TITLE, BUSINESS ADDRESS AND POSITION.


My name is Shane Gutierrez. My business address is Public Service Company of New


Mexico, Main Offices, Albuquerque, New Mexico 87158-1110. I currently hold the


position of Engineer IV in the Planning & Resources Department. The Planning &


Resources Department is responsible for the planning of future resources to meet Public


Service Company of New Mexico’s ("PNM") electric service obligation to jurisdictional


customers.


PLEASE SUMMARIZE YOUR EDUCATIONAL BACKGROUND AND


PROFESSIONAL QUALIFICATIONS.


I graduated from New Mexico State University in 2002 with a Bachelor of Science


degree in Electrical Engineering. I was employed by Public Service Company of


Colorado for approximately seven years where I worked in Transmission Planning and


Transmission Access functions. In 2009, I began working at PNM in the Utility Margin


Department where my primary duty was forecasting the fuel costs and energy production


using computer modeling software. I moved to the Planning & Resources Department in


2010 and am currently involved in various aspects of modeling, planning, forecasting,


and integrating future resources.


HAVE YOU PREVIOUSLY TESTIFIED BEFORE THE NMPRC?


Yes. I have previously testified before the New Mexico Public Regulation Commission


("NMPRC" or "Commission") regarding prior renewable energy procurement plans for
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the Company; in Case No. 12-00131-UT ("2013 Plan") and in Case No. 13-00183-UT


("2014 Plan").


WHAT IS THE PURPOSE OF YOUR TESTIMONY?


The purpose of my testimony is to:


Calculate PNM’s projected Renew, able Portfolio Standard ("RPS") requirement for


2015 and 2016 after accounting for the large customer adjustment;


¯ Calculate the quantity and diversity compliance measures of PNM’s renewable


energy portfolio for 2015 and 2016;


¯ Calculate the costs that will be incurred for existing and proposed procurements


during 2015 and 2016;


¯ Compare the RPS compliance cost of PNM’s renewable portfolio to the Reasonable


Cost Threshold ("RCT") and discuss the impact of the RCT on the RPS; and


Describe the adjustment for the large customer rate cap, the calculations of the RCT,


the RCT impacts of treating Distributed Generation ("DG") resources as bundled


energy and Renewable Energy Certificate ("REC") procurements and the calculation


of avoided fuel costs.


HAVE YOU PREPARED ANY EXHIBITS?


Yes. I have prepared the following exhibits detailing the calculations supporting my


testimony:


¯ PNM Exhibit SG-I: RPS and RCT compliance summary for 2015 and 2016
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¯ PNM Exhibit SG-2: Projected large customer adjustment for 2015


¯ PNM Exhibit SG-3: Projected large customer adjustment for 2016


¯ PNM Exhibit SG-4: Annual projected RCT calculation for 2015


¯ PNM Exhibit SG-5: Annual projected RCT calculation for 2016


¯ PNM Exhibit SG-6: Re-calculation of PNM Exhibit SG-4 utilizing DG as a bundled


energy and REC procurement


¯ PNM Exhibit SG-7: Re-calculation of PNM Exhibit SG-5 utilizing DG as a bundled


energy and REC procurement


I. RPS REQUIREMENTS AND EXISTING RESOURCES


WHAT ARE PNM’S RPS QUANTITY REQUIREMENTS FOR 2015 AND 2016?


PNM Exhibit SG-1 shows the calculation of PNM’s RPS quantity requirements. PNM’s


projected retail sales in 2015 and 2016 are 8,399,977 MWh and 8,426,065 MWh,


respectively, resulting in a 15% RPS requirement of 1,259,997 MWh in 2015 and


1,263,910 MWh in 2016. The projected large customer adjustment is 104,679 MWh in


2015 and 113,439 MWh in 2016. The net RPS requirements for 2015 and 2016, after the


large customer adjustment, are 1,155,318 MWh and 1,150,470 MWh, respectively.


PLEASE PROVIDE AN OVERVIEW OF PNM’S EXISTING RESOURCES


AVAILABLE TO MEET THE RPS IN 2015 AND 2016 AND THE ASSOCIATED


COSTS?
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The following questions and answers in this section discuss the existing resources PNM


will use to meet the RPS in 2015 and 2016. "Existing"


approved resources including those under development.


resources are all Commission-


Throughout my testimony, I


discuss costs in terms of two categories; "procurement costs" or "RPS compliance costs".


¯ The "procurement cost" is the annual revenue requirement for a given resource.


° The "RPS compliance cost" is the sum of the procurement cost or annual revenue


requirement of a resource, net of any avoided fuel cost, plus WREGIS fees and


any applicable carrying charges.


Supporting information for these resources is detailed in PNM Exhibit SG-4 and PNM


Exhibit SG-5.


WHAT ARE PNM’S EXISTING WIND RESOURCES?


PNM has two existing sources of generation from wind facilities in 2015. Additionally,


PNM has contracts for the purchase of additional wind RECs that the Commission has


approved for 2015.


a. The New Mexico Wind Energy Center ("NMWEC") is expected to generate


approximately 525,000 MWh of energy and associated RECs annually, a portion


of which will be used for PNM’s Sky Blue program. PNM estimates that the


amount of NMWEC energy and RECs available for RPS compliance will be


503,713 MWh in 2015 and 502,131 MWh in 2016. The projected annual


procurement cost for this resource is approximately $13.7 million in both 2015
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and 2016 and the RPS compliance cost of this resource is projected to be ($3.2)


million in 2015 and ($3.3) million in 2016.


A purchased power agreement ("PPA"), beginning January 1, 2015, for the output


of the existing 102 MW Red Mesa Wind Energy Center facility located in Cibola


County, New Mexico. The energy production from the Red Mesa facility is


projected to be 208,223 MWh in 2015 and 2016. The projected procurement cost


for these facilities is $5.8 million in 2015 and $5.9 million in 2016. The RPS


compliance cost of these facilities is projected to be ($0.9) million in 2015 and


($1.0) million in 2016.


The procurement in 2015 of 89,102 MWh of wind RECs from Southwestern


Public Service Co. ("SPS") for RPS compliance in 2015. The 2015 projected


procurement cost of the purchase from SPS is $378,684 and the RPS compliance


cost is projected to be $380,020. Also the Commission approved the procurement


in 2015 of 30,898 MWh of wind RECs from Golden Spread Electric Cooperative,


Inc. ("GSEC") for RPS compliance in 2015. The 2015 projected procurement cost


of the purchase from GSEC is $131,317 and the RPS compliance cost is projected


to be $131,780.


WHAT ARE PNM’S EXISTING SOLAR RESOURCES?


PNM currently has 67 MW of existing PNM-owned solar, including facilities under


construction during 2014. PNM currently allocates the energy produced from 1.5 MW of


existing owned solar to PNM’s Sky Blue program.
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a. PNM owns 22.5 MW of solar Photovoltaic ("PV") facilities that were constructed


in 2011. This includes the 0.5 MW Prosperity solar PV with battery storage


project. The production from these facilities is projected to be 53,363 MWh in


2015 and 53,092 MWh in 20161. The annual procurement cost associated with the


22.5 MW of solar PV is $6.2 million in 2015 and $6.0 million in 2016. The RPS


compliance cost of these facilities is projected to be $4.2 million in 2015 and $4.0


million in 2016.


b. The energy and RECs produced by 20 MW of PNM-owned solar facilities which


became operational in 2013. The energy production from the 20 MW of solar PV


is projected to be 48,228 MWh in 2015 and 47,986 MWh in 2016. The projected


procurement cost for these facilities is $5.9 million in 2015 and $5.1 million in


2016. The RPS compliance cost of these facilities is projected to be $4.1 million


in 2015 and $3.2 million in 2016.


c. The energy and RECs produced by 23 MW of PNM-owned solar PV facilities,


which are to become operational by December 31, 2014. The energy production


from the 23 MW of solar PV is projected to be 64,500 MWh in 2015 and 64,178


MWh in 2016. The projected procurement cost for these facilities is $7.0 million


in 2015 and $5.9 million in 2016. The RPS compliance cost of these facilities is


projected to be $4.6 million in 2015 and $3.4 million in 2016.


d. PNM also owns solar PV facilities at its Algodones site (25 kW) and its Aztec


building (5 kW). The RECs associated with the energy from these facilities have a


grandfathered 3-1 weighting and the combined annual output from these facilities


1 PNM assumes that production will decline 0.5% annually due to degradation of the solar PV panels.
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is projected to be 145 MWh in 2015 and 144 MWh in 2016. The capital


investment in these facilities is fully amortized; therefore no annual procurement


costs are associated with RECs from these facilities, although WREGIS fees and


avoided fuel costs are included in the RCT calculations for 2015 and 2016.


WHAT ARE PNM’S EXISTING NON-WIND/SOLAR OR "OTHER"


RESOURCES?


PNM has purchase agreements for generation from a geothermal resource and for RECs


from a small hydro project.


a. A purchased power agreement for the full output of energy and RECs produced


by Lightning Dock, a 10 MW geothermal energy facility located near Lordsburg,


New Mexico. Generation from this facility is projected to be approximately


60,000 MWh in 2015 and 60,000 MWh in 2016. The annual procurement cost for


the purchase of energy and associated RECs under the PPA are projected to be


$6.0 million in 2015 and $6.2 million in 2016. The RPS compliance cost for this


resource is projected to be $4.1 million in 2015 and $4.2 million in 2016.


bo


Additional details regarding the status


testimony of Mr. Patrick O’Connell.


PNM has a 4-year agreement (2012 thru


of this project are addressed in the


2015) with the City of Santa Fe for


procurement of RECs from a hydro-electric generating facility that was approved


in 2011. PNM estimates that it will acquire approximately 150 MWh RECs under
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this contract in 2015 at procurement cost of $3,000 and an RPS compliance cost


of ,3,002


WHAT ARE PNM’S CURRENT ARRANGEMENTS FOR THE PURCHASE OF


RECS FROM CUSTOMER-SITED SOLAR SYSTEMS ON PNM’S SYSTEM?


PNM offers several DG REC purchase programs to PNM customers who interconnect


solar PV systems to their homes, commercial building or other customer facilities. Under


these programs, PNM acquires all the RECs associated with the energy generated from


the customer-sited solar PV facility. These programs include the Small PV REC Purchase


Program ("Small PV Program"), Large PV REC Purchase Program ("Large PV


Program"), the Solar REC Incentive Programs ("SIP"), the Customer Solar REC


Purchase Program ("CSPP") and the Capacity Reservation Program. PNM projects that


these programs collectively will generate 102,023 MWh of RECs in 2015 and 112,859


MWh of RECs in 2016 at an annual RPS compliance cost of $7.7 million in 2015 and


$8.0 million in 2016.


II. RPS, DIVERSITY AND RCT COMPLIANCE FOR 2015


WILL EXISTING RESOURCES MEET THE RPS REQUIREMENT FOR 2015?


Yes. PNM projects that the procurements approved in Case No. 13-00183-UT will meet


the RPS requirements for 2015. The projected RPS requirement, after adjusting for the


large customer rate cap, is 13.8% of retail energy sales in 2015, as shown on Line 6 in
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PNM Exhibit SG-1. The existing renewable procurements are projected to provide RECs


equal to 13.8% of energy sales in 2015, as shown on Line 11 in PNM Exhibit SG-1.


WILL PNM’S PROPOSED 2015 PLAN MEET THE DIVERSITY TARGETS SET


FORTH IN RULE 572 FOR 2015?


Yes. PNM will meet or exceed Rule 572.7(G) diversity targets for wind, solar, "other"


and DG resources of 30%, 20%, 5% and 3.0% respectively. Wind diversity is expected


to contribute 71.6% to RPS compliance, solar diversity is expected to contribute 20.2%,


"other" diversity is expected to contribute 5.2% and DG resources are expected to be at


3.0%. DG resources actually comprise 8.8% of the portfolio, but solar DG in excess of


3.0% is allocated to the solar category. A summary of the portfolio diversity percentages


for 2015 are shown on lines 13 through 16 in PNM Exhibit SG-1.


WHAT IS THE RPS COMPLIANCE COST OF THE TOTAL PORTFOLIO OF


RESOURCES IN 2015?


PNM Exhibit SG-4 shows all existing resources and their projected costs and RCT


impacts for 2015. Total procurement costs for 2015 are $52.9 million. Total RPS


compliance costs for 2015 are $21.2 million.


IS THE RPS COMPLIANCE COST OF


RESOURCES IN 2015, WITHIN THE RCT?


PNM’S TOTAL PORTFOLIO OF
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Yes. The existing procurements have an annual RCT impact of 2.32% for 2015, as shown


on Line 21 in PNM Exhibit SG-1. The RCT for 2015 is 3.00%.


III. RPS, DIVERSITY AND RCT COMPLIANCE FOR 2016


PLEASE IDENTIFY THE NEW PROCUREMENT PNM IS PROPOSING IN ITS


2015 PLAN TO MEET THE RPS IN 2016.


PNM is proposing to own and operate 40 MW of newly constructed solar PV to meet


PNM’s needs for RPS compliance in 2016. The 40 MW will consist of polycrystalline


solar panels on single-axis trackers, interconnected at the distribution level and will be


constructed on several new sites in PNM’s northern metro service territory by the end of


2015. Additional details are provided in the testimony of Mr. O’Connell.


HOW MANY RECS WILL THE PROPOSED 40 MW OF NEW SOLAR


RESOURCE PROVIDE TO MEET THE RPS IN 2016 AND WHAT ARE THE


ASSOCIATED COSTS?


The 40 MW of solar PV is projected to produce 116,276 MWh in 2016. A small amount


of energy will be produced in late 2015 as the facilities begin commercial operation. The


associated annual procurement cost is projected to be $11.3 million for 2016. The annual


RPS compliance cost is projected to be $6.9 million.


WILL EXISTING RESOURCES ALONG WITH THE PROPOSED 40 MW OF


NEW SOLAR PROCUREMENT MEET THE RPS REQUIREMENT FOR 2016?
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Yes. The projected RPS requirement, after adjusting for the large customer rate cap, is


13.7% of energy sales in 2016, as shown on Line 6 in PNM Exhibit SG-1. The existing


and proposed renewable procurements are projected to provide RECs equal to 13.8% of


energy sales in 2016, as shown on Line 11 in PNM Exhibit SG-1.


WILL PNM’S PROPOSED 2015 PLAN MEET THE DIVERSITY TARGETS SET


FORTH IN RULE 572 FOR 2016?


Yes. PNM will meet the diversity targets in 2016 for wind, solar, "other" and DG


resources as set forth in Rule 572.7(G). Wind diversity is expected to contribute 60.5% to


RPS compliance, solar diversity is expected to contribute 31.3%, "other" divers!ty is


expected to contribute 5.2% and DG will be at 3.0%. As in 2015, the projected energy


from DG resources in excess of the 3.0% requirement was counted towards the solar


diversity target for 2016. A summary of the diversity percentages for 2016 are shown on


lines 13 through 16 in PNM Exhibit SG-1.


WHAT IS THE RPS COMPLIANCE COST OF THE TOTAL PORTFOLIO OF


RESOURCES IN 2016, INCLUDING THE NEW PROCUREMENT?


PNM Exhibit SG-5 shows all of the resources, existing and proposed, and their projected


costs and RCT impacts for 2016. Total annual procurement costs for 2016 are $61.9


million. Total RPS compliance costs for 2016 are $25.5 million.
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IS THE RPS


RESOURCES


THE RCT?


COMPLIANCE COST OF PNM’S


IN 2016, INCLUDING THE NEW


TOTAL PORTOFLIO OF


PROCUREMENT, WITHIN


Yes. The existing and proposed procurements have an annual portfolio impact of 2.78%


for 2016, as shown on Line 25 in PNM Exhibit SG-1. The RCT for 2016 is 3.00%.


HOW DID PNM


CUSTOMER CAP?


Under §62-16-4.A(2)


IV. 2015 PLAN METHODOLOGY


CALCULATE THE ADJUSTMENT FOR THE LARGE


NMSA and Rule 17.9.572.7(M), the 2011 cost limit for large


customers is the lower of 2.0% of a customer’s annual electric charges ("percentage cap")


or $99,000 ("annual cap"). After January 1, 2012 the annual cap is adjusted for inflation


by using the change in the consumer price index-urban ("CPI-U"), published by the


Bureau of Labor Statistics. This adjustment, along with a general inflation value of 2.5%


for future years, sets the annual cap for 2015 at the lower of 2% or $107,785 and in 2016


it is the lower of 2% or $110,479. The 2.5% general inflation value is consistent with the


assumptions used in PNM’s current Integrated Resource Plan analysis and in PNM’s


2014 Plan.


To determine the adjustment for large customers, PNM took the projected energy usage


of each of PNM’s non-governmental customers with consumption exceeding 10 million
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kilowatt hours per year, applied the appropriate annual cost cap, and reduced the RPS to


the extent needed to keep the costs to these customers within the caps. In these


calculations, PNM used the average cost per REC associated with the projected


procurements for each year’s compliance. In 2015 and 2016, without adjustment to the


RPS, it is projected that all large customers would exceed the percentage cap. One


customer would also exceed the annual cap in 2015 and 2016. Therefore, the RPS is


reduced from 15% to 13.8% in 2015 and from 15% to 13.7% in 2016. The annual RPS


reductions due to the large customer cap are shown on line 4 of PNM Exhibit SG-1.


The calculation of the large customer adjustment in this plan is consistent with the


methodology used in PNM’s 2013 Plan and 2014 Plan. The large customer adjustments


to the RPS are shown in detail on PNM Exhibits SG-2 and SG-3.


HOW DID PNM CALCULATE THE ANNUAL RCT IMPACT?


As shown in PNM Exhibits SG-4 and SG-5, PNM calculated the RPS compliance cost


for each resource and then summed these costs to obtain an RPS compliance cost for the


entire portfolio. PNM then determined the annual portfolio RCT impact by dividing the


total RPS compliance cost by PNM’s forecasted annual revenues (line 29 divided by line


37 in SG-4 and SG-5). The forecasted annual revenues for 2015 and 2016 include


revenues from base rates, fuel clause revenues and energy efficiency rider revenues. This


is the same methodology as used in PNM’s 2014 Plan and is consistent with the


definition of plan year total revenues as set forth in Rule 572.7(K).
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HOW DID PNM DETERMINE THE AVOIDED FUEL COSTS ASSOCIATED


WITH ITS PORTFOLIO OF RENEWABLE RESOURCES?


PNM used its production costing model ("PROMOD") to obtain the avoided fuel cost


from wind, solar and geothermal technologies. Annual energy production curves for each


of the existing and proposed resources were utilized by PROMOD to derive an hourly


production cost dispatch to meet PNM’s customer demand and energy requirements for


2015 and 2016. PNM then compared the total system costs with and without each


existing and new renewable resources to get an avoided fuel cost for each. The cost


difference was the fuel cost avoided due to the renewable resource being added to the


PNM system. The avoided fuel costs used in the RCT calculations for the 2015 Plan are


shown in the following Table A.


Table A - Avoided Fuel Costs for Renewable Resources


Renewable Technology
NMWEC
Red Mesa
Existing Solar PV
2015 Solar PV 40 MW
Geothermal


2015
$33.64
$32.23
$37.44


n/a
$31.33


2016
$33.77
$33.06
$37.90
$37.41
$32.80


IN MR. ORTIZ’S DIRECT TESTIMONY IN THIS CASE HE DISCUSSES THE


DIFFERING COST IMPACTS OF THE ACQUISITION OF DG RECS AS REC


ONLY AND AS BUNDLED ENERGY AND REC PROCUREMENTS. WHAT
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ARE THE RCT IMPACTS IN 2015 AND 2016 WHEN TREATING DG RECS AS


BUNDLED ENERGY AND REC PROCUREMENTS INSTEAD OF REC ONLY


PROCUREMENTS?


As discussed by Mr. Ortiz, there are two cost components added to PNM’s existing RCT


calculations for 2015 and 2016 when treating DG programs as bundled energy and REC


purchases. The first cost component added is procurement costs equal to the value of


energy received by the DG customers. The second cost component added is the value of


avoided energy applicable to the DG facilities, which was set equal to the avoided energy


cost of existing solar PV in Table A. These two new components were applied to the DG


resources in 2015 and 2016 to determine the cost impacts. The result of utilizing DG


resources as a bundled energy and REC procurement would be an RPS compliance cost


$5.5 million higher in 2015 and $5.9 million higher in 2016 than compared to the total


RPS compliance cost of $21.2 million in 2015 and $25.5 million, as shown on line 20 of


PNM Exhibit SG-1. The RCT calculations detailing these cost impacts are shown in


PNM Exhibit SG-6 and PNM Exhibit SG-7.


HAVE THE RECENT AMENDMENTS TO NMPRC RULE 572 IN CASE NO. 13-


00152-UT AFFECTED THE RCT CALCULATIONS PRESENTED IN YOUR


TESTIMONY?


No. The recent amendments to Rule 572.14(C)(1) that were adopted by the Commission


in its Revised Final Order in Case No. 13-00152-UT on April 16, 2014 expanded the list


of factors to be examined for cost savings or increases in the Plan Year. As explained
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previously, the PROMOD tool incorporates the costs of operating the system at a precise


level with and without renewable energy. Therefore, PNM’s avoided cost analysis


considers the additional costs or savings of a particular resource in the portfolio including


those elements specifically added to the list of factors to be considered in Rule


572.14(C)(1), such as avoided generation or purchased power costs, operating and


maintenance, back-up and load-following and off-system sales opportunity impacts.


DID PNM CONDUCT AN ANALYSIS TO DETERMINE ANY COST SAVINGS


FOR AVOIDED CAPACITY?


Yes. PNM utilized the Strategist® planning tool to determine whether any cost savings for


avoided capacity exist in the plan year with the addition of the proposed 40 MW of solar


PV in 2016. First, PNM modeled the existing PNM system with and without 40 MW of


solar PV in 2016. Then, PNM compared the results of the two Strategist® scenarios to


determine if any new capacity was avoided in that year. As expected, no new resources


were avoided due to the installation of the 40 MW of solar PV. As a result, no avoided


capacity costs were applied to the revenue requirements for the 40 MW of solar PV in


2016.


PLEASE DESCRIBE THE WREGIS COSTS THAT ARE INCLUDED IN THE


RCT ANALYSIS.


WREGIS certification is required for all RECs used for compliance with the RPS. PNM


pays WREGIS an annual fee of $1,500 per year to maintain an account. Additionally,
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1


2


3


4


5


WREGIS charges a fee of $0.005 per MWh-REC for certificate issuance or transfer and


$0.010 per MWh-REC for retirement.


DOES THIS CONCLUDE YOUR TESTIMONY?


Yes it does.
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PNM Exhibit SG-1


A B


1
2
3
4
5
6


8
9


i0
Ii
12
13
14
15
16


17
18
19
20
21


Annual Sales (MWh)
RPS (%)
RPS (MWh)
Large Customer Adjustment (MWh)
Net RPS Goal (MWh)
Net RPS Goal (%)


2015 PNM Solar PV40 MW


Existing Portfolio Annual Energy (MWh)
2015 Plan Procurements (MWh)
Total Portfolio Procurements (MWh)
Portfolio Percent of Annual Energy (%)
Portfolio Percent of RPS Goal (%)
Wind Diversity (%)
Solar Diversity (%)
Other Diversity (%)
DG Diversity (%)


Projected Annual Revenues (5)


RCT Limit (%)
aCT Limit
Portfolio Cost (~;)
Portfolio RCT (%)


8,399,977
15%


1,259,997
104,679


1,155,318
13.8%


1,160,344
13.8%


100.4%
71.6%
20.2%
5.2%
3.0%


5915,033,835
3.00%


527,451,015
521,206,794


2.32%


8,426,065
15%


1,263,910
113,439


1,150,470
13.7%


116,276


1,048,613
116,276


1,164,889
13.8%


101.3%
60.5%
31.3%
5.2%
3.0%


5916,388,951
3.00%


527,491,669
525,520,689


2.78%


Page 1 of 1







oooooooooooooooogggg0000000000000000











ooooooo







dddddd~dd ~ddd















BEFORE THE NEW MEXICO PUBLIC REGULATION COMMISSION


IN THE MATTER OF PUBLIC SERVICE
COMPANY OF NEW MEXICO’S
RENEWABLE ENERGY PORTFOLIO
PROCUREMENT PLAN FOR 2015 AND
PROPOSED 2015 RIDER RATE
UNDER RATE RIDER NO. 36


PUBLIC SERVICE COMPANY OF NEW
MEXICO


Petitioner.


)
)
)
)
)
)
)
)
)
)
)


Case No. 14-00 -UT


AFFIDAVIT


STATE OF NEW MEXICO )
) ss


COUNTY OF BERNALILLO )


Shane Gutierrez, Engineer IV in the Planning & Resources Department for Public


Service Company of New Mexico, upon being duly sworn according to law, under oath,


deposes and states: I have read the foregoing Direct Testimony of Shane Gutierrez, and it is


tree and accurate based on my own personal knowledge and belief.


SIGNED this ~ day of May, 2014.


///’ ,,:/.../:    / ......


S~NE GUTIERREZ       i


SUBSCRIBED AND SWORN to before me this ~day of May, 2014.


My CommJ


NOTARY PUBLIC IN AND FOR
THE STATE OF NEW MEXICO


GCG # 518176







BEFORE THE NEW MEXICO PUBLIC REGULATION COMMISSION


IN THE MATTER OF PUBLIC SERVICE
COMPANY OF NEW MEXICO’S
RENEWABLE ENERGY PORTFOLIO
PROCUREMENT PLAN FOR 2015 AND
PROPOSED 2015 RIDER RATE
UNDER RATE RIDER NO. 36


PUBLIC SERVICE COMPANY OF NEW
MEXICO


Petitioner.


)
)
)
)
)
)
)
)
)
)


Case No. 14-00 ~’~, -UT


DIRECT TESTIMONY


OF


HENRY E. MONROY


June 2, 2014







1


2


3


4


5


6


7


8


9


10


11


12


13


14


15


16


17


18


19


20


21


22


Ao


DIRECT TESTIMONY OF
HENRY E. MONROY


CASE NO. 14-00 -UT


PLEASE STATE YOUR NAME, POSITION AND BUSINESS ADDRESS.


My name is Henry E. Monroy. I serve as Director, Cost of Service and Corporate


Budget for PNM Resources, Inc. ("PNM Resources" or "PNMR") and its affiliates


including Public Service Company of New Mexico ("PNM" or the "Company"). My


business address is Public Service Company of New Mexico, Main Offices, 414


Silver SW, Mail Stop 0915, Albuquerque, NM 87102.


PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND


PROFESSIONAL EXPERIENCE.


My educational background and professional experience are summarized in PNM


Exhibit HEM-l, which includes a tabulation of cases before the NMPRC, Public


Utility Commission of Texas, and Federal Energy Regulatory Commission, in which


I have testified.


HAVE YOU PREPARED ADDITIONAL EXHIBITS?


Yes, as follows:


PNM Exhibit HEM-2: Summary of Estimated Annual Revenue Requirement for


the 2015 Plan


PNM Exhibit HEM-3: Estimated Annual Revenue Requirement for the PNM-


Owned 2015 Facilities


¯ PNM Exhibit HEM-4: Summary 2015 Renewable Rider Revenue Requirement -


Projected
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PNM Exhibit HEM-5:2015


PNM-Owned 2011 Facilities


PNM Exhibit HEM-6:2015


PNM-Owned 2013 Facilities


¯ PNM Exhibit HEM-7:2015


PNM-Owned 2014 Facilities


¯ PNM Exhibit HEM-8:2015 Estimated


Purchased Power Agreements


¯ PNM Exhibit HEM-9:2015 Estimated


Renewable Energy Certificate Purchases


Estimated Annual Revenue Requirementfor the


Estimated Annual Revenue Requirements for the


Estimated Annual Revenue Requirements for the


Annual Revenue Requirement for


Annual Revenue Requirement for


¯ PNM Exhibit HEM-10:2015 Annual Revenue Requirement for the Regulatory


Asset Associated with Prior REC Purchases


¯ PNM Exhibit HEM-11: December 31, 2013 Weighted Average Cost of Capital


WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY?


My testimony will:


1. Present the revenue requirements associated with the proposed procurement of 40


MW of solar PV generation identified in PNM’s Renewable Energy Portfolio


Procurement Plan for 2015 ("2015 Plan"). The estimated revenue requirement for


these facilities is presented at this time solely for informational purposes, if this


procurement is approved; the associated revenue requirements will not begin to be


recovered in customer rates until the facilities are on-line serving customers.
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2. Present the revenue requirement components of PNM’s Renewable Energy Rider


No. 36 ("Rider 36") to be effective January 1, 2015 ("2015 Rider Rate").


REVENUE REQUIREMENTS FOR THE PROPOSED 2015


PROCUREMENT


WHAT IS THE NEW PROCUREMENT PROPOSED IN THE 2015 PLAN?


As described in Mr. Ortiz’s Direct Testimony and summarized in PNM Exhibit


HEM-2, the 2015 Plan includes the construction in 2015 of 40 MW of PNM-owned


solar PV facilities to be located at various sites within PNM’s service area (referred to


as "PNM-Owned 2015 Facilities"). In addition, PNM will receive and pay for in 2015


120,000 MWh of wind generated RECs pursuant to a procurement approved by the


Commission in NMPRC Case No. 13-00183-UT.


HAS PNM ESTIMATED THE ANNUAL REVENUE REQUIREMENTS FOR


THE PNM-OWNED 2015 FACILITIES?


Yes, the estimated annual revenue requirements for the PNM-Owned 2015 Facilities


proposed in the 2015 Plan is $11,254,228. The estimate is for calendar year 2016, the


first full year of operation.


PLEASE EXPLAIN THE CALCULATION OF THE


REQUIREMENTS FOR THE PNM-OWNED 2015 FACILITIES.


REVENUE
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PNM Exhibit HEM-3 presents the calculation of the annual revenue requirement for


the PNM-Owned 2015 Facilities. The calculation is based on the sum of the monthly


revenue requirements for these facilities for the period January 1, 2016 through


December 31, 2016, the first full year these facilities will be in service, and includes


the following components:


Rate Base:


a. Estimated gross plant in service, net of accumulated depreciation, and


b. Estimated Accumulated Deferred Income Tax ("ADIT") balances.


Operating Expenses


c. Estimated Operations and Maintenance ("O&M") expense to maintain the


PNM-Owned 2015 Facilities,


d. Depreciation expense, based on an estimated useful life of 30 years, and


e. Estimated property taxes, based on the estimated balance of net plant in


service as of December 31, 2015.


Income and Other Taxes


f. Federal and state income tax calculations for the return on rate base, and


g. Revenue tax calculation based on the current New Mexico Supervision


and Inspection rates.


Other


h0 Cost of registering and retiring RECs in the Western Renewable Energy


Generation Information System ("WREGIS").
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WHAT IS THE ESTIMATED CONSTRUCTION COST OF THE PNM-


OWNED 2015 FACILITIES?


Construction and construction-related costs, including Allowance for Funds Used


During Construction ("AFUDC"), are estimated to be $79.3 million.


HOW WERE O&M AND OTHER COSTS ESTIMATED FOR THE PNM-


OWNED 2015 FACILITIES?


Mr. O’Connell’s testimony addresses the O&M costs for the PNM-Owned 2015


Facilities which are estimated to be $843,000 in the first year. Property tax expense of


$995,674 was calculated based on the estimated net book value of the PNM-Owned


2015 Facilities as of December 31, 2015 and the current property tax rates in the areas


where the facilities are expected to be located, escalated by 2.5%. Depreciation


expense of $2,555,447 was based on a straight-line depreciation of the depreciable


gross plant using a 30 year estimated useful life.


WHAT ASSUMPTIONS ARE INCLUDED IN THE FEDERAL AND STATE


INCOME TAXES FOR THE PNM-OWNED 2015 FACILITIES?


As of December 31, 2014, PNM projects that the portion of its Net Operating Loss


("NOL") carryforward that could be attributable to depreciation will be less than the


amount deemed generated by renewables (as calculated on a stand-alone basis for


Rider 36). Therefore, the NOL from renewables is deemed to have been utilized and


the NOL ADIT asset is excluded from rate base beginning January 1, 2015. In 2013,


New Mexico enacted a reduction in corporate income tax rate. The rate reduction
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phases in from 2014 through 2018. The 2016 combined federal and state income tax


rate is 39.02%.


The revenue requirement analysis for the PNM-Owned 2015 Facilities assumes that


PNM will qualify for solar/renewable tax incentives. These include accelerated


depreciation, Federal investment tax credit ("ITC") and New Mexico gross receipts


tax credits. The calculation also assumes that the project will not receive New Mexico


production tax credits as there is a state-wide cap on those credits and all the credits


have been allocated by the state to other facilities. The amortization of the Federal


ITC does not begin until the entire NOL ADIT asset at PNM is utilized, as the


Federal ITC amortization only reduces taxable income. PNM is currently forecasting


the amortization of Federal ITC to begin when the entire NOL ADIT asset is expected


to be utilized, which is in 2016.


WHAT COST OF CAPITAL DID PNM USE TO CALCULATE THE RETURN


COMPONENT OF THE REVENUE REQUIREMENT FOR THE PNM-


OWNED 2015 FACILITIES?


PNM used a weighted average cost of capital ("WACC") based on its actual capital


structure and actual cost of debt and preferred stock as of December 2013 and a cost of


equity of 10%, as shown on PNM Exhibit HEM-11. This results in a WACC of 8.16%.
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HOW WILL THE ENERGY FROM THE PNM-OWNED 2015 FACILITIES


BE TREATED IN THE FUEL AND PURCHASED POWER COST


ADJUSTMENT CLAUSE ("FPPCAC").


The energy produced from the facilities will be included in the FPPCAC at zero cost.


This is the same approach currently used to record energy from other PNM-owned


facilities in the FPPCAC. The inclusion of the energy in the FPPCAC at zero cost


ensures that the benefit of renewable energy generation in reducing the cost of fuel


and purchased power is flowed-through immediately to customers.


II. REVENUE REQUIREMNT COMPONENTS OF THE 2015 RIDER RATE


PLEASE IDENTIFY THE REVENUE REQUIREMENT COMPONENTS OF


THE PROPOSED 2015 RIDER RATE.


PNM Exhibit HEM-4 summarizes the revenue requirement components of the 2015


Rider Rate. The total estimated annual revenue requirement to be collected under the


2015 Rider Rate is $44,723,687, comprised of the following:


Components Currently Being Recovered in the 2014 Rider Rate:


1. The estimated annual revenue requirement for the PNM-Owned 2011


Facilities of $6,176,428, based on the estimated monthly revenue


requirements for the 2015 calendar year;
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2. The estimated annual revenue requirement for the PNM-Owned 2013


Facilities of $5,927,607, based on the estimated monthly revenue


requirements for the 2015 calendar year;


3. The collection of $3,147,903 associated with the continued amortization of


the regulatory asset accumulated on the PNM-Owned 2011 Facilities from


January 1,2011 through August 30, 2012;


4. Estimated 2015 purchases of RECs under PNM’s Distributed Generation


("DG") Programs of $7,742,051 as described in more detail by Mr. Gutierrez;


5. The collection of $2,170,314 associated with the continued amortization of


the regulatory asset accumulated on RECs purchased under PNM’s DG


programs from January 1,2011 through August 30, 2012;


6. The estimated cost of $6,009,926 for purchases under the geothermal PPA,


based on projected purchases in 2015 of 60,000 MWh; and


7. The estimated cost of the Santa Fe Hydro REC purchases, approved in Case


No. 11-00265-UT of $3,002 based on projected purchases in 2015 of 150


MWh.


Additional Components to be Recovered in the 2015 Rider Rate:


8. The estimated annual revenue requirement of $7,040,476 for 23 MW of


PNM-Owned PV facilities, approved in Case No. 13-00183-UT, that will be


in service before year-end 2014 ("PNM-Owned 2014 Facilities"). The annual


revenue requirement for the PNM-Owned 2014 Facilities is based on


calendar year 2015, the first full year of operations.
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9. The collection of $175,970 associated with the regulatory asset that is


estimated to be accumulated from the date each of the PNM-Owned 2014


Facilities is placed in service through December 31, 2014;


10. The estimated cost of $5,816,710 for purchases under the Red Mesa Wind


PPA, approved in Case No. 13-00183-UT, based on projected purchases in


2015 of 208,223 MWh;


11. The cost of the 2015 purchase of 120,000 MWh of wind RECs in the amount


of $511,800, approved in Case No. 13-00183-UT; and


12. The annual WREGIS fee of $1,500.


ARE THE PROPOSED PNM-OWNED 2015 FACILITIES INCLUDED IN


THE PROPOSED 2015 RIDER RATE?


No. The 2015 Rider Rate does not include the revenue requirement associated with


the PNM-Owned 2015 Facilities scheduled to be in-service by the fourth quarter of


2015.


PLEASE SUMMARIZE THE CHANGES IN THE REVENUE


REQUIREMENT COMPONENTS THAT ARE CARRIED FORWARD FROM


THE 2014 RIDER RATE TO THE 2015 RIDER RATE.


The following table identifies the revenue requirement components of the 2014 Rider


Rate that are also included in the 2015 Rider Rate and shows the changes in amounts.
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Description                           2014          2015
PNM-Owned Facilities .....................


PNM Owned 2011 Facilities Revenue Requ rement - 22 5 MW $ 8,942,398 $ 6,176,428
PNM Owned 2013 Facilities Revenue Requirement - 20 MW 7,301,883 5,927,607
Recovery of Regulatory Asset for PNM Owned 2011 Fac ties 3,267,433 3,147,903
Recovery of Regulatory Asset for PN M Owned 2013 Faci!ities ..... 608,587


Total PNM Owned Facilities Revenue Requirement " 20,120,301 15,251,938


Purchased Power Agreements
Geothermal PPA


Total PPA Revenue Requirement 4,019,368 6,009,926


Renewable Energy Certificates ..........


DG Programs REC Purchases 7,307,886 ......._7,742~,051
Santa Fe Hydro REC Purchases
Recovery of Regulatory Asset for DG Program REC purchases ........ 2,252,955 2,170,314,


Total REC Revenue Requirements 9,563,844 9,915,367


WREGIS Annual Registration Fee 1,500 1,500


3


4


5


6


7


8


9


Ao


PLEASE EXPLAIN WHY THE REVENUE REQUIREMNT FOR THE PNM-


OWNED FACILITIES IS LOWER OVERALL IN 2015 COMPARED TO 2014.


The annual revenue requirements for PNM owned solar facilities decline each year as


the net book value of the investment declines due to the on-going depreciation of the


facility. A principal advantage to customers of the use of a rate rider to recover the


costs of renewable resources is that they receive the benefit of the declining revenue


requirements promptly through the annual reset of the rider rate.
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Qo PLEASE EXPLAIN THE DECLINE IN REVENUE REQUIREMENTS FOR


THE PNM-OWNED 2011 FACILITIES BETWEEN THE AMOUNT


13 INCLUDED IN THE 2014 RIDER RATE AND THE AMOUNT IN THE 2015


14 RIDER RATE.
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PNM Exhibit HEM-5 presents the calculation of the 2015 revenue requirement for the


PNM-Owned 2011 Facilities. The change in the revenue requirements from 2014 to


2015 is primarily the result of a lower rate base due to the roll-off of the Renewable


ADIT NOL Asset beginning in 2015 as well as normal depreciation of plant in


service.


PLEASE EXPLAIN THE DECLINE IN REVENUE REQUIREMENTS ON


THE PNM-OWNED 2013 FACILITIES BETWEEN THE AMOUNT


INCLUDED IN THE 2014 RIDER RATE AND THE AMOUNT IN THE 2015


RIDER RATE.


PNM Exhibit HEM-6 presents the calculation of the annual revenue requirement for


the PNM-Owned 2013 Facilities. The change in the revenue requirements from 2014


to 2015 is primarily the result of a lower rate base due to the roll-off of the


Renewable ADIT NOL Asset beginning in 2015 as well as normal depreciation of


plant in service.


PLEASE EXPLAIN THE DECLINE IN THE REVENUE REQUIREMENT


FOR THE AMORTIZATION OF THE REGULATORY ASSETS


ASSOCIATED WITH THE PNM-OWNED FACILITIES.


The difference between the amounts included in the 2014 Rider Rate and the 2015


Rider Rate associated with the PNM-Owned 2011 Facilities reflects a reduction in the


amount of carrying charges as the unamortized regulatory asset balance continues to
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decline. The regulatory asset associated with the PNM-Owned 2013 Facilities was


approved for a 1 year recovery in 2014 in NMPRC Case No. 13-00183-UT.


PLEASE EXPLAIN THE CHANGE IN THE LIGHTNING DOCK PPA


REVENUE REQUIREMENTS BETWEEN THE 2014 RIDER RATE AND


THE 2015 RIDER RATE.


The amounts included in the 2015 Rider Rate are based on PNM’s current projections


of purchases under the Lightning Dock PPA. Annual purchases are projected to


increase from 41,231 MWh in 2014 to 60,000 MWh in 2015. PNM Exhibit HEM-8


presents the estimated annual revenue requirement for this geothermal PPA.


PLEASE DESCRIBE THE CHANGE IN THE DG REC PURCHASE


AMOUNTS BETWEEN THE 2014 RIDER RATE AND THE 2015 RIDER


RATE.


The amounts included in the 2015 Rider Rate are based on PNM’s current projections


of DG REC purchases. The DG forecasts are described by Mr. Gutierrez. PNM


Exhibit HEM-9 presents the estimated annual revenue requirement for the DG REC


purchases.


PLEASE DESCRIBE THE CHANGE IN THE REVENUE REQUIREMENTS


FOR THE REGULATORY ASSET ASSOCIATED WITH DG REC


PURCHASES.
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1


2


3


4


5


The amount included in the 2015 Rider Rate is lower than in the prior year because of


a reduction in the amount of carrying charges as the unamortized regulatory asset


balance continues to decline. PNM Exhibit HEM-10 presents the calculation of the


annual revenue requirement for the regulatory asset associated with the DG REC


purchases.
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7


8


Qo PLEASE SUMMARIZE THE CHANGES IN COST FOR COMPONENTS OF


THE 2015 RIDER RATE THAT WERE APPROVED IN CASE NO. 13-00183-


9 UT THAT ARE NOT INCLUDED IN THE 2014 RIDER RATE.
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Ao The following table identifies the cost components of the 2015 Rider Rate that were


approved in NMPRC Case No. 13-00183-UT but not included in the 2014 Rider Rate.


Li ne


:No.
i


2
3


4


5
6


7
8


9
10


11


12


................. 0riginal Estimate


I in Case No.
Description                 [ 13-00183-UT 2015 Projected


PNM-Owned Facilities .................. ..........
PNM Owned 2014 Facilities Revenue Requirement- 23 MW $ 6,500,163 ’ $ ...... 7,040~476
Recovery of Regulatory Asset for PNM Owned 2014 Facilities 348,456 175,970


Total PNM Owned Facilities Revenue Requirement 6,848,618 7,216,447


Purchased Power Agreements
Red Mesa PPA 5,816,216 5,816,710


Total PPA Revenue Requirement 5,816,216 5,816,710


Renewable Energy Certificates
2015 Compliance REC Purchases


Total REC Revenue Requirements
511,800 511,800
511,800 511,800
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PLEASE DESCRIBE THE CHANGE IN REVENUE REQUIREMENTS ON


THE    PNM-OWNED 2014 FACILITIES BETWEEN THE ’ AMOUNT
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ESTIMATED IN CASE NO. 13-00183-UT AND THE UPDATED ESTIMATE


FOR THE 2015 RIDER RATE.


The primary driver for the increase to the revenue requirement associated with the


PNM-Owned 2014 Facilities is the delay of the amortization of Federal ITC in 2015.


As reflected in Case No. 13-00183-UT, the revenue requirement included a reduction


to income tax expense for the annual amortization of Federal ITC of $444,750.


Current estimates project that PNM will not begin amortization of the Federal ITC


until 2016, when the PNM NOL ADIT asset is fully utilized. Customers will still


receive the entire benefit from the Federal ITC amortization, as the delay in


amortization only reflects a change in timing of the amortization. The total ITC


benefit will be realized in future renewable rider cost projections.


PLEASE DESCRIBE THE CHANGE IN REVENUE REQUIREMENTS FOR


REGULATORY ASSET ASSOCIATED WITH THE PNM-OWNED 2014


FACILITIES.


The revenue requirement for the regulatory asset associated with the PNM-Owned


2014 Facilities is lower than projected in Case No. 13-00183-UT, due to lower


forecasted operating expense. As originally projected the model included depreciation


expense of $125,620 and property tax of $41,470; however, these expenses will not


actually be incurred until January 2015.


PLEASE DESCRIBE THE COLLECTION OF THE REGULATORY ASSET


ASSOCIATED WITH THE PNM-OWNED 2014 FACILITIES.
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The PNM-Owned 2014 Facilities are expected to go into service during late 2014.


PNM has not included these facilities in the 2014 Rider Rate. Consequently, PNM


will record a regulatory asset based on the monthly revenue requirement of the


facilities as they are placed in service. PNM included a 4.0% carrying charge on the


regulatory asset. PNM is proposing to recover this regulatory asset over one year in


the 2015 Rider Rate. See PNM Exhibit HEM-7 for calculation of the regulatory asset,


including the carrying charges.


DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?


Yes. GCG #518195
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HENRY E. MONROY
EDUCATIONAL AND PROFESSIONAL SUMMARY


Name: Henry E. Monroy


Address: PNM Resources Inc.
MS 0915
414 Silver SW
Albuquerque, NM 87102


Position: Director, Cost of Service and Corporate Budget


Education: Bachelor of Accountancy, New Mexico State University, 2001
Certified Public Accountant in the State of New Mexico, December 2012


Employment:Employed by Public Service Company of New Mexico since 2003.
Positions held within the Company include:


Director, Cost of Service and Corporate Budget
Director, Utility Accounting
Manager, Cost of Service
Senior Manager, Derivative Accounting
Manager, Energy Analysis and Accounting
Project Manager
Senior Accountant


Testimony Filed:


In the Matter of the Application of Public Service Company of New Mexico for
Revision of its Retail Electric Rates pursuant to Advice Notice No. 352. - NMPRC -
Case No. 08-00273-UT, filed September 22, 2008.


In the Matter of Texas-New Mexico Power Company’ s Request for Approval of an
Advance Metering System (AMS) Deployment and AMS Surcharge. - PUCT -
Docket No. 38036, filed May, 2010.


In the Matter of the Application of Public Service Company of New Mexico for the
Abandonment and Decertification of the Generating Station in Las Vegas, New
Mexico, NMPRC - Case No. 10-00264-UT, filed August 30, 2010.
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Initial Filing of PNM to Revise Sheets in its OATT, Coordination Tariff, and GFAs
Reflecting Implementation of Transmission Formula Rate - FERC - Docket Nos.
ER13-685-000, ER13-687-000 and ER13-690-000, filed December 2012.


In the Matter of Public Service Company of New Mexico’s Renewable Energy
Portfolio Procurement Plan for 2013 and Proposed 2014 Rider Rate Under Rate Rider
No. 36. - NMPRC - Case No. 13-00183-UT, filed June 1, 2013.


In the Matter of the Application of Public Service Company of New Mexico for
Continued use of Fuel and Purchased Power Cost Adjustment Clause. - NMPRC -
Case No. 13-00187-UT, filed May 28, 2013.


In the Matter of Application of PNM for Approval to Abandon San Juan Generating
Station Units 2 and 3, Issuance of CCNs for Replacement Power Resources, Issuance
of Accounting Order and Determination of Ratemaking Principles and Treatment -
NMPRC - Case No. 13-00390-UT, filed December 20, 2013.


In the Matter of the Application of PNM for Approval of Renewable Energy Rider
No. 36 Pursuant to Advice Notice No. 439 and for Variances from Certain Filing
Requirements - Case No. 12-00007-UT, filed February 28, 2014.


In the Matter of Public Service Company of New Mexico’s Application for a
Certificate of Public Convenience and Necessity and Related Approvals for the La
Luz Energy Center - Case No. 13-00175-UT, filed March 21, 2014.
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2015 Renewable Energy Rider
2015 Estimated Annual Revenue Requirement for Purchase Power Agreements


Line No.


1
2
3
4
5
6
7
8
9


10
11
12
13
14
15
16
17
18
19
2O
21
22
23
24
25


Purchased Power Al~reement
Geothermal PPA


Annual Sales (MWh)


Price (S/MWh)
Energy/REC Cost


Amount


60,000
~oo.~5


6,009,026


O.OlS
$900


$6,009,926


100.17


WREGIS cost per MWh


WREGIS fees


Total Geothermal PPA


Total Geothermal PPA Cost per MWh


Red Mesa PPA


Annual Sales (MWh)
Price (S/MWh)
Energy/REC Cost


WREGIS cost per MWh
WREGIS fees


Total Red Mesa PPA
Total Red Mesa PPA Cost per MWh


Total PPA


Total PPA Cost per MWh


208,223
27.92


5,813,586


0.015
~3,123


$5,816,710
27.94


$11,826,63S
44.09


Page i o/1


Exhibit HEM-4, line 10


Exhibit HEM-4, line 11
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2015 Renewable Energy Rider
2015 Estimated Annual Revenue Requirement for Renewable Energy Certificate Purchases


Line No.


1


2


3


4


5
6


7


8


9


i0
II


12


13


14
15


16


17


18
19


20


21


22
23


24


25


26
27


REC Purchases


DG Programs


DG Annual Purchases (MWh)
Total DG Programs REC Purchases


Total DG Programs REC Cost per MWh


Santa Fe Hydro


Annual Sales (MWh)


Price ($/MWh)


REC Cost


WREGIS cost per MWh
WREGIS fees


Total Santa Fe Hydro REC


Total Santo Fe Hydro REC Cost per MWh


2015 Compliance REC Purchases


Annual Purchases (MWh) - GSEC
Annual Purchases (MWh) - SPS


Price (S/MWh)


REC Cost


WREGIS cost per MWh
WREGIS fees


Total 2015 Compfiance REC Only Purchases


102,023
7,742,051


75.89


150
20.00
3,000


o.o15
2


3,002
20.02


S


30,898
89,102


S4.25


S510,000


0.015
1,800


511,800


Page l ofl


Exhibit HEM-4, line 15


Exhibit HEM-4, line 16


Exhibit HEM-4, line 17
Exhibit HEM-2, line 6







PNM EXHIBIT HEM-10


Consisting of 1 page











PNM EXHIBIT HEM-11


Consisting of 1 page







"’~z


c)


o or-~ ~. r,j i-.-







BEFORE THE NEW MEXICO PUBLIC REGULATION COMMISSION


IN THE MATTER OF PUBLIC SERVICE
COMPANY OF NEW MEXICO’S
RENEWABLE ENERGY PORTFOLIO
PROCUREMENT PLAN FOR 2015 AND
PROPOSED 2015 RIDER RATE
UNDER RATE RIDER NO. 36


PUBLIC SERVICE COMPANY OF NEW
MEXICO


Petitioner.


)
)
)
)
)
)
)
)
)
)
)


Case No. 14-00 -UT


AFFIDAVIT


STATE OF NEW MEXICO )
) ss


COUNTY OF BERNALILLO )


Henry E. Monroy, Director, Cost of Service and Corporate Budget for Public for


PNM Resources, Inc., and its affiliates including Public Service Company of New Mexico,


upon being duly sworn according to law, under oath, deposes and states: I have read the


foregoing Direct Testimony of Henry E. Monroy, and it is true and accurate based on my own


personal knowledge and belief.


SIGNED this ~ day of May, 2014.


SUBSCRIBED AND SWORN to before me this ~"~ day of May, 2014.


~head


NOTARY PUBLIC IN AND FOR
THE STATE OF NEW MEXICO
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PLEASE STATE YOUR NAME, TITLE AND BUSINESS ADDRESS.


My name is Stella Chan. I am the Director of Pricing and Load Research at Public


Service Company of New Mexico ("PNM") where I am responsible for Pricing, Load


Research, and Load Forecasting. My business address is PNM Headquarters


Building, 414 Silver Ave. SW, Mail Stop 1105, Albuquerque New Mexico, 87158.


PLEASE SUMMARIZE YOUR EDUCATIONAL BACKGROUND AND


PROFESSIONAL QUALIFICATIONS.


I have been in my present position at PNM since July 2013. I have worked in the


energy industry for over twenty-five years in a variety of management, pricing, rate


design and analytic positions at Colorado Springs Utilities, Entergy, Enron, Duke


Energy, and E1 Paso Energy. I received a BBA in Finance as well as an MBA with a


concentration in Finance from the University of Houston. PNM Exhibit SC-1


provides a description of my experience and educational background.


HAVE YOU PREVIOUSLY SUBMITTED TESTIMONY BEFORE THE NEW


MEXICO PUBLIC REGULATION COMMISSION ("NMPRC" OR


"COMMISSION"?


Yes. On September 27, 2013, I filed testimony in support of PNM Advice Notice No.


478 which requested changes to PNM’s Rate 20 - Integrated System Streetlighting


and Floodlighting Service. On November 15, 2013, I filed testimony in support of


PNM Advice Notice Nos. 480 and 65 which requested consolidation of PNM’s North


and South Rules, updates to various PNM service rules, and changes to PNM’s Rule
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15 - Line Extension Policy. More recently I provided testimony supporting PNM’s


Advice Notice No. 493 which requested a modification to the qualifying criteria for


Rate 5B - Large Service. Lastly, I provided testimony supporting Advice Notice No.


495 requesting Commission’s approval of Underground Rider No. 39 for the City of


Rio Rancho.


WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS CASE?


My testimony addresses the following:


1. I explain the development of the 2015 rider rate in the 4th Revised Rider No.


36 - Renewable Energy Rider ("Rider 36") that PNM proposes to implement


pursuant to Advice Notice No. 496, filed concurrently herewith.


2. I describe the customer bill impact of the 2015 Rider 36 rate.


3. In compliance with the Final Order in Case No. 13-00183-UT, I present the


calculation of the projected amount of disproportional fuel benefits that will


be received in 2015 by customers subject to the Large Customer Cap in 2015


in NMSA Section 62-16-4(A)(2)1.


4. Also in compliance with the Final Order in Case No. 13-00183-UT, I describe


the derivation of an adjusted Rider 36 rate that would ensure that each


customer receives fuel benefits commensurate with the amotmts they


contribute toward the cost of renewable procurements, should the


Commission elect to address this issue.


l Cost recovery for nongovernmental customers with annual consumption exceeding 10,000,000 kWh are


capped at the lesser of 2% of the customer’s annual electric charges or $99,000 (as adjusted for inflation).
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ARE YOU SPONSORING ANY EXHIBITS IN ADDITION TO PNM EXHIBIT


SC-I?


Yes, I am sponsoring the following additional exhibits:


¯ PNM Exhibit SC-2: Derivation of the Rider 36 rate for calendar year 2015.


¯ PNM Exhibit SC-3: PNM’s 4th Revised Rider 36, which is attached for


convenient reference.


¯ PNM Exhibit SC-4: Estimation of the disproportional fuel benefits received in


2015 by customers subject to the Large Customer Cap.


PNM Exhibit SC-5: Derivation of the adjusted Rider 36 rate for calendar year


2015 to address the disproportional fuel benefits received by customers


subject to the Large Customer Cap.


I. DERIVATION OF THE PROPOSED 2015 RIDER 36 RATE


IS PNM PROPOSING ANY MODIFICATIONS TO THE RENEWABLE


ENERGY RIDER RATE DESIGN APPROVED IN CASE NOS. 12-00007-UT


AND 13-00183-UT?


No. PNM is proposing to maintain the same basic rate design approved by the


Commission in Case Nos. 12-00007-UT and 13-00183-UT for the 2015 Rider 36 rate.


PLEASE EXPLAIN HOW THE PROPOSED RIDER 36 RATE FOR 2015 WAS


DEVELOPED.
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PNM’s Rider 36 rate is billed on a per kWh basis to all retail customers. The 2015


Rider 36 rate was calculated as follows. First, PNM determined the 2015 annual


revenue requirement for compliance with the Renewable Energy Standard ("RPS")


that should be recovered from customers subject to the Large Customer Cap, which is


$890,838. See PNM Exhibit SC-2, at page 2 of 3, Column e. Second, this amount was


subtracted from the total estimated 2015 annual revenue requirement for RPS


compliance which is $44,723,687. Please refer to PNM Exhibit HEM-4, Line 23.


Third, the resulting amount of $43,832,849 was then divided by the projected 2015


kWh sales to customers not subject to the Large Customer Cap to arrive at the 2015


Rider 36 rate. See PNM Exhibit SC-2, page 1 of 3, Columns g - h, lines 1- 12. This


results in a 2015 Rider 36 rate of $0.0059504 per kWh, compared to the current Rider


36 rate of $0.0045959 per kWh. Please refer to PNM Exhibit SC-2, page 1, Column i.


PNM proposes that the 2015 Rider rate be effective as of January 1, 2015.


The 2015 Rider 36 rate will be applied to all customers, except the single capped


customer that is subject to the statutory hard cap of $99,000 per year ($107,785 for


2015 as adjusted for inflation). This customer will be billed a fixed monthly amount


equal to one-twelfth of the hard cap amount.


WHAT IS THE PROJECTED BILL IMPACT OF THE PROPOSED 2015


RIDER 36 RATE ON PNM’S RESIDENTIAL AND SMALL POWER RATE


CLASSES?
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Because the Rider 36 rate is assessed as a per kWh charge, the bill impact on each


customer will vary with usage. PNM Exhibit SC-2, at page 3, shows the impact of the


proposed 2015 Rider 36 rate at a variety of usage levels for the Residential and Small


Power classes for PNM North and PNM South. These two customer classes constitute


approximately 99% of all PNM customers that will be subject to the 2015 Rider 36


rate. For residential customers, the impact of the proposed new 2015 Rider 36 rate


ranges from $0.30 to $11.90 per month depending on kWh use. An average


residential customer using 600 kWh per month will pay $3.57 per month under the


2015 Rider 36 rate, an increase of $0.81 over the current rider charge. For small


power customers, the impact of the 2015 Rider 36 rate ranges from $2.98 to $89.26


per month depending upon kWh use. PNM Exhibit SC-2, at page 1, Column k,


provides the estimated average annual impact of the 2015 Rider 36 rate for all other


customer classes to which the rate will apply.


Ao


UNDER THE RIDER 36 RATE IS THERE ANY COST SHIFTING AMONG


CUSTOMER CLASSES AS A RESULT OF THE LARGE CUSTOMER CAP?


No. PNM’s proposed 2015 Rider 36 rate results in no cost shifting of renewable


procurement costs among retail classes. From an acquisition perspective, PNM must


procure renewable energy in a given year up to the Large Customer Cap for any


eligible customer. Therefore, costs in excess of the capped amounts are related to the


procurement of renewable energy for all other customers not subject to the cap and


are properly allocated to and paid by those customers.
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II.


DIRECT TESTIMONY OF
STELLA CHAN


CASE NO. 14-00 -UT


DISPROPORTIONAL FUEL BENEFITS CALCULATION


PLEASE EXPLAIN HOW PNM CALCULATED THE AMOUNT OF


DISPROPORTIONAL FUEL BENEFITS RECEIVED BY CAPPED


CUSTOMERS, AS DISCUSSED IN MR. ORTIZ’S TESTIMONY.


In order to estimate the disproportional fuel benefits, PNM first determined the


projected 2015 fuel savings that will result from the procurement of Commission-


approved renewable resources, which is $14,811,841. Please refer to PNM Exhibit


SC-4, line 48.2 Next, PNM calculated the portion of the fuel benefits that customers


subject to the Large Customer Cap will receive through the Fuel and Purchased


Power Cost Adjustment Clause ("FPPCAC") in 2015. Because these customers are


projected to consume approximately 12.19% of PNM’s retail energy, they will pay


approximately 12.19% of PNM’s fuel costs and therefore will receive approximately


12.19% of the avoided fuel benefits, which is $1,805,870. Please refer to PNM


Exhibit SC-4, Column B, line 34. PNM then determined the share of the estimated


2015 fuel benefits that capped customers would receive if their share were made


proportional to their contribution toward the payment of the revenue requirements for


renewable procurements. This amount is $295,033. See PNM Exhibit SC-4, Column


E, line 34. The difference between the amount capped customers will receive in 2015


fuel benefits, $1,805,870, and the amount they would receive in proportion to their


contribution to the revenue requirements, $295,033, is the 2015 disproportional fuel


benefits, $1,510,837. See PNM Exhibit SC-4, Column F, line 34.


2 Fuel benefits from the NMWEC were excluded since these costs are not recovered through the Rider 36.
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DIRECT TESTIMONY OF
STELLA CHAN


CASE NO. 14-00 -UT


PLEASE DESCRIBE THE ADJUSTMENT TO THE RIDER 36 RATE THAT


COULD BE USED TO ADDRESS THE DISPROPORTIONAL FUEL


BENEFITS RECEIVED BY CAPPED CUSTOMERS SHOULD THE


COMMISSION ELECT TO DO SO.


The amount of the disproportional fuel benefit received by capped customers,


$1,510,837, would be subtracted from the non-capped customers’ revenue


requirement and would be recovered directly from capped customers. This results in a


reduction of the 2015 revenue requirement for non-capped customers from


$43,832,849 to $42,322,012. This amount would then be divided by the projected


2015 kWh sales to customers not subject to the Large Customer Cap, resulting in a


2015 Rider 36 rate for non-capped customers of $0.0057453 per kWh. The total


amount to be collected from capped customers will then be $2,401,675 (the capped


revenue requirement of $890,838 plus the disproportional fuel benefit of $1,510,837).


PNM Exhibit SC-5, at page 1, shows the derivation of the Rider 36 rate for 2015 in


accordance with the adjustment described above.


DOES THIS CONCLUDE YOUR TESTIMONY?


Yes, it does. GCG # 518201
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Work: (505) 241-4542
Mobile: (832) 646-3584


Stella Chan
414 Silver Ave. SW


Albuquerque, NM 87158


E-mail: stella.chan@ pnmresources.com


PROFESSIONAL SUMMARY


Multi-skilled energy industry senior manager with experience in pricing, financial planning and analysis,
operations, strategic planning, mergers & acquisitions, project valuations, sales forecasting and government and
regulatory affairs. Strengths are a proactive, reliable approach to thinking inside or outside the problem-solving
box, ability to get things done on time and enjoy doing it. Possess unique skills in flexing management/team
building style; working productively in a fast-paced environment; and developing solid relationships inside and
outside an organization.


EXPERIENCE


PNM RESOURCES, Albuquerque, New Mexico 2013 - Present


Director, Pricing & Load Research
Manage and oversee retail cost of service studies for New Mexico and Texas regulated operations.
Provide expert testimony in support of cost of service studies and rate design before New Mexico and
Texas regulators and the Federal Energy Regulatory Commission (FERC).
Direct New Mexico and Texas regulated operations sales forecast and load research activities.
Oversee development of individual customer bill analyses and alternative rate design for large
customers.
Assist in problem solving for customers at retail and wholesale levels.
Represent PNM Resources in regulatory proceedings and negotiations.


COLORADO SPRINGS UTILITIES, Colorado Springs, Colorado


Manager, Pricing & Forecasting, Planning and Finance Division


2003-2013


Managed sales and load forecasting for electric, gas, water and wastewater.
Developed pricing strategies for electric, gas, water, wastewater, streetlighting utility services, non-
regulated products and services, and economic development projects.
Directed rate options strategy to meet Economic Development objectives.
Managed and audited customer contracts to ensure compliance.
Regularly presented to the Colorado Springs City Council/Utilities Board on pricing, financial and
sales forecast related issues.
Directed long term financial forecast for the organization including funding, financing and expenditure
recommendations.
Managed the budget process for expenditure over $1 billion.


UNIVERSITY OF HOUSTON, Houston, Texas 2003


Adjunct Faculty - Finance Department
Taught senior level Corporate Finance and International Financial Management courses.


INDEPENDENT CONSULTANT 2002 - 2003


Challenger Development, L.C., Houston, Texas; Boyce Power System, Houston, Texas
Assisted clients on energy related mergers and acquisitions, projects and business strategies
development.
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ENTERGY WHOLESALE OPERATIONS, Houston, Texas 2001


Director, Government and Regulatory Affairs
Identified and mitigated a $26 million regulatory risk. Quantified company’s exposure under an
unfavorable generator imbalance transmission tariff, effectively communicated the extent of the risk to
management, galvanized and coordinated Project Development, Asset Management and Legal to
propose revised language to the tariff to be presented to all parties during settlement negotiations with
the FERC.
Developed regulatory risk matrix for due diligence in wind acquisition. As a member of development
team, conducted due diligence according to the matrix and developed mitigation measures for
successful acquisition of an Iowa wind project.


ENRON CORPORATION, Houston, Texas 1997-2001


Director, Government Affairs, Enron Corp.                                   2000 - 2001
Collaborated with Enron Energy Services (EES) on development of retail markets in states within the
FRCC, SERC and MAAC regions and Alberta, Canada by promoting electric retail restructuring before
the respective states’ regulatory commissions.
Supported EES Utility Risk Management on quantifying regulatory risks and developing hedging
strategies for over 10 million MWH of EES’ electric positions behind 21 major utilities around the U.S.
Advocated company positions and interests before the Public Service Commission in the New York
Retail Unbundling Proceeding to mitigate over $10 million of regulatory risk.


General Manager, Operations, SK-Enron, Seoul, South Korea                  1999 - 2000
Expatriated to Seoul, South Korea to work in .a joint venture with SK Corp. Harvested numerous
benefits for the joint venture in a challenging work environment.
Responsible for business operations of nine gas distribution subsidiaries and one LPG wholesaler with
total assets of approximately $1.6 billion. Established office, recruited, hired, and trained Korean
nationals for the joint venture holding company.
Reduced operating costs by $5 million annually by consolidating the meter, bill, collect, finance, and
accounting functions of the nine gas distribution subsidiaries.
Responsible for government and regulatory affairs. In a short period of time, built effective
relationships in the various Ministries of South Korea.
Gained an additional $23 million cash flow in 2000 for parent companies as a direct result of successful
lobbying of the Ministry of Commerce, Industry and Energy to eliminate the 10% dividend limitation
regulation.
Maintained a constant margin in an adverse regulatory environment by developing regulatory strategies
for rate filings and negotiations with the five local governments.
Increased sales by 7% in the saturated markets of two subsidiaries.


Director, Regulatory Affairs, Enron International 1997- 1999
Supported Enron International’s development efforts by conducting regulatory due diligence as a
member of commercial development teams on both an energy policy and a detailed rates and regulatory
level. Recommended specific mitigation measures to counter regulatory risk. Development teams
included those for Argentina, Bolivia, Brazil, China, Colombia, Japan, Panama, Singapore and South
Korea. Advised Enron management on electric privatization in South Korea and Singapore, directly
resulting in submittal of bid for two Korean power plants.
On numerous occasions, represented company before foreign Energy Ministries and Regulatory
Commissions on energy industry restructuring advocacy, both gas and electric.
Major contributor to the formulation of gas restructuring regulations in Brazil and Argentina.
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Manager, Rates and Tariffs, Enron Energy Services                                 1997
Member of a team that designed electric utility forward rate curves to forecast unbundled delivery rates
after deregulation. Forecast deregulated rates for gas utilities in New Jersey.
Supported company positions in state gas and electric restructuring proceedings throughout the U.S. by
removing barrier to entry in retail markets.
Prepared testimony and represented company in the New Jersey electric utilities unbundling
proceedings.


EL PASO ENERGY, Houston, Texas


Staff Analyst, Research and Competitive Analysis
Identified federal regulatory issues and gathered market intelligence
Pipeline’s competitors, targeted at maintaining competitive advantage.


Consultant, Business Development
Conducted new pipeline projects evaluation and feasibility studies.


related


1995-1997


1996 - 1997
to Tennessee Gas


1995 - 1996


DUKE ENERGY (formerly TEXAS EASTERN), Houston, Texas 1992 - 1995


Project Leader, Strategic Planning 1994 - 1995


Led TETCO’s evaluation of opportunities to promote natural gas use in electric generation. This effort
resulted in specifically targeting ten power plants.
Developed detailed profiles on company’s major LDC customers to improve existing services and/or to
create new services.
Developed short and long-term strategies for transportation services.
Provided daily and monthly price information on transportation capacity and alternate fuels to
maximize interruptible transportation revenue.


Project Leader, Market Planning and Analysis                               1992 - 1994
Analyzed market information such as demand forecasts and market growth to assist Business
Development to identify and develop new markets and services.


EL PASO ENERGY (formerly TENNECO GAS), Houston, Texas 1987-1992


Senior Analyst, Cost Allocation and Rate Design                              1990 - 1992
Led Tennessee Gas Pipeline rate design efforts under the FERC’s Order No. 636 restructuring.
Performed cost allocation and rate design for Tennessee Gas Pipeline and performed economic,
financial, and rate impact studies.
Initialized rate design and filed the amended application to construct the $947 million Kern River
Pipeline with FERC.


Analyst, Special Projects                                                     1987 - 1989
Derived economic analysis for new projects and prepared transportation certificate filings submitted to
FERC.


EDUCATION
University of Houston - Houston, Texas


MBA with concentration in Finance
BBA with major in Finance
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COMMUNITY ACTIVITY
Past Board Chair, Urban Peak Colorado Springs
Past Treasurer, Urban Peak Colorado Springs


Colorado Springs, Colorado


Past Board Member, CASA (Court Appointed Special Advocate) of the Pikes Peak Region
Colorado Springs, Colorado


Past Member, Steering Committee, Community Focus Fund, Colorado Springs Utilities
Colorado Springs, Colorado


LANGUAGE SKILLS
Fluent in English, Mandarin Chinese and Cantonese


TESTIMONY FILED IN FRONT OF THE NMPRC


September 27, 2013 - Direct Testimony in support of PNM Advice Notice No. 478
Requested changes to PNM’s Rate 20 - Integrated System Streetlighting and Floodlighting Service.


November 15, 2013, - Direct Testimony in support of PNM Advice Notice Nos. 480 and 65.
Requested consolidation of PNM’ s North and South Rules, updates to various PNM service rules,
and changes to PNM’s Rule 15 - Line Extension Policy.


April 22, 2014 - Direct Testimony in support of PNM’s Advice Notice No. 493
Requested a modification to the qualifying criteria for 5B - Large Service for Mining Customers.


May 28, 2014 - Direct Testimony in support of PNM Advice Notice No. 495
Requested approval to recover, through Rider 39, the excess costs of constructing new PNM
distribution facilities underground as a result of a Rio Rancho ordinance.
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PNM
Renewable Energy Rider No. 36
2015 Rider Calculation and Rate Impact


PNM Exhibit SC-2
Page 2 of 3


Renewable Enerq¥ Rider Charqes for Larqe Customers
c d e


Line No. Customer Schedule


1 A 30B
2 B 4B
3 C 5B
4 D 4B
5 E 5B
6 F 4B
7 G 4B
8 H 4B
9 I 4B
10 J 4B
11 K 4B
12 L 4B
13 M 4B
14 N 4B
15 O 4B
16 P 4B
17 Q 4B
18 R 4B
19 S 4B
20 T 4B
21 U 4B
22 V 4B
23 W 4B
24 X 4B
25 Y 4B
26 Z 4B
27


2015


Larqest Customers by Schedule: RER Charqes at Estimated Total RER Cap


(At this rate, Non-Governmental customers with annual enerqy usaqe in excess of 18,113,908
kWh are subject to the $107,785 annual hard cap limit)


(B)           (C)= Lower of $107,785 or 2% of


Cap Amount Renewable EnergyProjected Sales 2015 Projected Revenue 2015 Rider Charges


479,109,524
64,400,000
55,000,000
51,000,000
30,500,000
36,000,000
31,000,000
25,700,000
23,500,000
16,800,000
16,300,000
16,000,000
15,200,000
14,800,000
13,300,000
13,200,000
13,200,000
14,400,000
12,500,000
12,000,000
11,600,000
11,700,000
11,000,000
11,500,000
10,900,000
12,200,000


1,022,809,524


$30,763,029
$3,735,947
$3,991,016
$2,961,221
$2,466,8O5
$2,486,380
$2,207,263
$1,780,281
$1,876,361
$1,194,493
$1,148,106
$1,513,450
$1,247,725
$1,058,293
$1,092,366


$977,016
$1,041,318
$1,028,071


$9O8,850
$875,429
$726,802
$848,909
$775,657
$864,928


$1,002,235
$1,343,725


$69,915,678


$107,785
$74,719
$79,82O
$59,224
$49,336
$49,728
$44,145
$35,6O6
$37,527
$23,890
$22,962
$30,269
$24,955
$21,166
$21,847
$19,540
$20,826
$20,561
$18,177
$17,509
$14,536
$16,978
$15,513
$17,299
$20,045
$26,875


$890,838


Note: The $99,000/Yr. Cap (adjusted by inflation) or 2% of revenues cap applies only to non-governmental customers with
consumption exceeding 10 million kilowatt-hours per year, pursuant to 17.9.572.7.M. NMAC. Certain governmental customers
can be exempted from the Renewable Energy Rider in accordance with 17.9.572.16 NMAC.


Renewable Enerq¥ Rider Charqes for Larqe Customers


Line No. Customers Schedule


28 A      30B
29 C&E 5B


30 B, D & F-AA 4B
31 Total


2015
Capped Revenue from Large Customers


$107,785
$129,156
$653~897
$890,838







dd "dddddd " "~~ "~


dddddddddddddddddd


oooooooooooooooooo


dddddddddddddddddd


n-


dddddddddddd


000000000000







PNM EXHIBIT SC-3


Consisting of 3 pages







PUBLIC SERVICE COMPANY OF NEW MEXICO
ELECTRIC SERVICES


4TM REVISED RIDER NO. 36
CANCELLING 3R° REVISED RIDER NO. 36


RENEWABLE ENERGY RIDER
PAGE 1 of 3


DESCRIPTION: This Rider is established to recover Renewable Portfolio Standard
("RPS") compliance costs incurred after December 31, 2010, that are not otherwise being
recovered through PNM’s Rider No. 23.


APPLICABILITY: All PNM customers taking electric service under Rate Classes 1A,
1B, 2A, 2B, 3B, 3C,4B, 5B, 6, 10A, 10B, liB, 15B, 20, 23 and 30B. This Rider is
subject to the limitations of NMSA 1978, Section 62-16-4(A)(2) (2011) applicable to
certain nongovernmental customers and it is not applicable to customers exempt from
charges for renewable energy procurements pursuant to NMSA 1978, Section 62-16-
4(A)(3) (2011).


TERRITORY: All territory served by the Company under PNM Electric Services
tariffs.


RENEWABLE ENERGY COSTS TO BE RECOVERED: The dollar amounts to be
collected pursuant to this Rider shall be determined by the RPS compliance costs
approved in PNM’s annual Renewable Energy Procurement Plans, and will be collected
from Electric Service Customers within the Applicable Customer Rate Classes. The
amounts to be collected pursuant to this Rider are capped at $18,000,000 for calendar
year 2012 and at $24,600,000 for calendar year 2013 pursuant to the Amended
Stipulation to Conform to Commission Order in Case No. 10-00086-UT. Costs in excess
of either of these amounts will be deferred for recovery in future years. Subject to the
foregoing limitations on cost recovery, an amount deferred in one calendar year may be
recovered in the next calendar year. None of the amounts deferred under this provision
shall be subject to a carrying charge.


RIDER RATES: This Rider shall be added to each applicable customer’s bill. The Rider
rate shall be applied as a per kilowatt-hour (kWh) charge for all kWh consumed by
customers in the applicable rate classes. The Rider rate consists of the sum of two
components, a RPS Compliance Component and an Earning Test Component as follows:


RPS Compliance Component:


Renewable Energy Rate for
Calendar Year 2015:


Amount to be recovered


$44,723,687


Rate


$0.0059504 per kWh. x


x


No. 496


T. Ortiz
Vice President, PNM Reg~airs


GCG#518180







PUBLIC SERVICE COMPANY OF NEW MEXICO
ELECTRIC SERVICES


4TM REVISED RIDER NO. 36
CANCELLING 3RD REVISED RIDER NO. 36


RENEWABLE ENERGY RIDER
PAGE 2 of 3


EARNINGS TEST COMPONENT: PNM will file an adjustment pursuant to this Rider
as a separate component if PNM’s return on equity ("ROE") exceeds 10.5%, based on
data presented in conformance with 17.3.510.12(B) NMAC ("Rule 510"). The amount of
the adjustment will be equal to the revenue reduction that would have resulted in an
earned ROE of 10.5%. This refund, if any, would be made based on the results for the
applicable calendar year during May through December of the following year. The first
Rule 510 filing to determine if a refund is applicable will be made no later than April 1,
2014, based on calendar year 2013 results. This Test will be applied to customers’ bills
over an eight month period through the end of each calendar year thereafter beginning
with bills rendered May 1, 2014.


ANNUAL RECONCILIATION FILING: This Rider shall be adjusted annually to
account for new Commission-approved procurements and changes in revenue
requirements related to amortization, depreciation, accumulated deferred income tax
("ADIT"), property taxes and other relevant factors. The Company shall annually file
with the Commission a report to reconcile the amounts to be collected pursuant to this
Rider. The report will be due by February 28 of each year, and will adjust the Rider to
reconcile actual RPS compliance costs for the previous year with actual Rider revenues,
to compare the previous year’s Rider revenues to the caps established in Case No. 10-
00086-UT if those caps are still applicable, and to account for new Commission-
approved procurements for the current calendar year. The previous year’s compliance
costs will include revenue requirements of Company-owned renewable facilities, the
costs of renewable energy PPAs, the purchase of RECs used for RPS compliance, and
any other RPS compliance cost approved by the Commission.


The report also will true-up the previous calendar year Renewable Energy Rider
collections. The report will contain:


Co


do


a summary of the Rider Rate for the previous calendar year;
a detailed listing of collections pursuant to this Rider, for the previous
calendar year by affected customer class;
calculation of the Rider Rate to be applied in the current calendar year,
including over/under collections from the previous calendar year;
a summary of annual projected sales revenue and any other relevant data
used to estimate the Rider Rate.


Vice President, atory Affairs
GCG#518180







PUBLIC SERVICE COMPANY OF NEW MEXICO
ELECTRIC SERVICES


4TM REVISED RIDER NO. 36
CANCELLING 3RD REVISED RIDER NO. 36


RENEWABLE ENERGY RIDER
PAGE 3 of 3


DURATION: This Rider shall expire upon entry of the final order in PNM’s next
general rate case unless such final order specifically authorizes continued use of the
Rider.


Ad            496


Vice President,              Affairs
GCG#518180
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PNM
Renewable Energy Rider No. 36
2015 Rider Calculation and Rate Impact (Inc. Excess Fuel Benefits)


PNM Exhibit SC-5
Page 2 of 2


Renewable Enerq¥ Rider Charqes for Larqe Customers


2015


Line No. Customer Schedule!


1 A 30B
2 B 4B
3 C 5B
4 D 4B
5 E 5B
6 F 4B
7 G 4B
8 H 4B
9 I 4B
10 J 4B
11 K 4B
12 L 41B
13 M 4B
14 N 4B
15 O 4B
16 P 4B
17 Q 4B
18 R 4El
19 S 48
20 T 4B
21 U 4B
22 V 4B
23 W 4B
24 X 4B
25 Y 4B
26 Z 4B
27


Laraest Customers by Schedule: RER Charaes at Estimated Total RER CaD


(At this rate, Non-Governmental customers with annual enerqy usaqe in excess of
18.760.552 kWh are subiect to the $107,785 annual hard cad limit)


(C’I= Lov~r of $107,785 orA~ (B)
2% of ~


Projected Sales 2015    Projected Revenue
2015


Cap Amount Renewable
Energy Rider Charges


(D) = Pa(]e 4. Column F


Fuel Benefits Adjustment


479,109,524
64,400,000
55,000,000
51,000,000
30,500,000
36,000,000
31,000,000
25,700,000
23,500,000
16,800,000
16,300,000
16,000,000
15,200,000
14,800,000
13,300,000
13,200,000
13,200,000
14,400,000
12,500,000
12,000,000
11,600,000
11,700,000
11,000,000
11,500,000
10,900,000
12,200,000


1~022,809,524


$30,763,029
$3,735,947
$3,991,016
$2,961,221
$2,466,805
$2,486,38O
$2,207,263
$1,780,281
$1,876,361
$1,194,493
$1,148,106
$1,513,450
$1,247,725
$1,058,293
$1,092,366


$977,016
$1,041,318
$1,028,071


$908,850
$875,429
$726,802
$848,909
$775,657
$864,928


$1,002,235
$1,343,725


$69,915,678


$107,785
$74,719
$79,820
$59,224
$49,336
$49,728
$44,145
$35,606
$37,527
$23,890
$22,962
$30,269
$24,955
$21,166
$21,847
$19,540
$20,826
$20,561
$18,177
$17,509
$14,536
$16,978
$15,513
$17,299
$20,045
$26,875


$89O,838


$810,216
$88,959
$70,673
$70,431
$37,511
$47,093
$40,114
$33,584
$29,062
$21,750
$21,175
$18,224
$18,573
$19,121
$16,247
$16,835
$16,409
$18,615
$16,050
$15,388
$15,666
$15,035
$14,284
$14,575
$12,607
$12,640


$1~510,837


(E)= (C)+ (D)


Total Recovery from
Capped Customers


$91&001
$163,678
$150,493
$129,656


$86,847
$96,821
$84,259
$69,19o
$66,590
$45,640
$44,137
$48,493
$43,528
$40,287
$38,095
$36,375
$37,235
$39,176
$34,227
$32,897
$30,202
$32,013
$29,797
$31,874
$32,651
$39,515


$2,401,675


Note: The $99,000/Yr. Cap (adjusted by inflation) or 2% of revenues cap applies only to non-governmental customers with consumption exceeding 10 mitlion
kilowatt-hours per year, pursuant to 17.9.572.7.M. NMAC. Certain governmental customers can be exempted from the Renewable Energy Rider in accordance with
17.9.572.16 NMAC.


Renewable Enerq¥ Rider


Line No. Customers Schedule Excess Fuel Benefits


28 A 30B $810,216
29 C & E 5B $108,183
30 B, O & F-AA 4B $592~438
31 Total I $1,510,837


I


Char~es for Larqe Customers
2015


Capped Revenue from Large Customers


$107,785
$129,156
$653~897
$890,838







BEFORE THE NEW MEXICO PUBLIC REGULATION COMMISSION


IN THE MATTER OF PUBLIC SERVICE
COMPANY OF NEW MEXICO’S
RENEWABLE ENERGY PORTFOLIO
PROCUREMENT PLAN FOR 2015 AND
PROPOSED 2015 RIDER RATE
UNDER RATE RIDER NO. 36


PUBLIC SERVICE COMPANY OF NEW
MEXICO


Petitioner.


)
)
)
)
)
)
)
)
)
)
)


Case No. 14-00 -UT


AFFIDAVIT


STATE OF NEW MEXICO )
) ss


COUNTY OF BERNALILLO )


Stella Chan, Director of Pricing and Load Research for Public Service Company of


New Mexico, upon being duly sworn according to law, under oath, deposes and states: I have


read the foregoing Direct Testimony of Stella Chan, and it is true and accurate based on my


own personal knowledge and belief.


SIGNED this day of May, 2014.


STELLA CHAN


SUBSCRIBED AND SWORN to before me this ~.)~day of May, 2014.


NOTARY PUBLIC IN AND FOR
THE STATE OF NEW MEXICO


GCG # 518178







BEFORE THE NEW MEXICO PUBLIC REGULATION COMMISSION


IN THE MATTER OF THE APPLICATION
OF PUBLIC SERVICE COMPANY OF NEW
MEXICO FOR APPROVAL OF THE CITY OF
RIO RANCHO 2014 UNDERGROUND
PROJECT RIDER PURSUANT TO ADVICE
NOTICE NO. 495,


PUBLIC SERVICE COMPANY OF NEW
MEXICO,


Applicant.


)
)
)
)
)
)
)
)
)


Case No. 14-~i~-UT


CERTIFICATE OF SERVICE


I hereby certify that a true and correct copy of Public Service Company of New Mexico’s
Renewable Energy Portfolio Procurement Plan for 2015 was mailed by first class mail, postage
prepaid, or hand-delivered to the addresses below on June 2, 2014, and emailed to those persons for
whom email addresses were available:


Benjamin Phillips, Esq.
Associate General Counsel
PNM Resources
Corporate Headquarters - Legal Department
Albuquerque, NM 87158-0805
Ben.Phillips@pnmresources.com


Daniel A. Najjar, Esq.
Virtue, Najjar & Brown, P.C.
PO Box 22249
Santa Fe, NM 87502-2249
vnajjar@aol.com


Steven S. Michel, Esq.
Western Resource Advocates
409 E. Palace Ave., Unit 2
Santa Fe, NM 87501
smichel@westernresources.org


David Tourek, Esq.
City of Albuquerque
PO Box 2248
Albuquerque, NM 87103
Dtourek@cabq.gov


Jeffrey L. Forniciari, Esq.
Hinkle Law Firm
PO Box 2068
Santa Fe, NM 87504-2068
j fornaciari@hinklelawfirm.com


Cholla Khoury, Esq.
Assistant Attorney General
Post Office Box 1508
Santa Fe, NM 87504-1508
ckhoury@nmag.gov


Kurt J. Boehm, Esq.
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