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INTRODUCTION AND PURPOSE 

PLEASE STATE YOUR NAME, POSITION AND BUSINESS ADDRESS. 

My name is Sheila M. Mendez and I am employed by PNMR Services Company 

("PNMR Services"), a wholly owned subsidiary of PNM Resources, Inc. 

("PNMR"). PNMR Services was formed to house corporate shared services 

functions for PNMR. I am the Director of Information Technology ("IT") 

Program/Portfolio Management & Quality. My business address is 2401 Aztec Rd. 

NE, Albuquerque, New Mexico 87107. My testimony in this case is submitted on 

behalf of Public Service Company of New Mexico ("PNM" or "Company") which is 

also a subsidiary of PNMR. 

PLEASE DESCRIBE YOUR RESPONSIBILITIES AS DIRECTOR, IT 

PROGRAM/PORTFOLIO MANAGEMENT & QUALITY. 

As the Director of IT Program/Portfolio Management and Quality, I am 

responsible for the IT Portfolio and Program Management which includes the 

Program and Project Management Office ("PPMO"), portfolio management, 

project governance, continuous process improvement, and strategic planning. The 

PPMO is responsible for tracking and running all IT corporate programs and 

projects and ensuring the successful delivery of the new assets. We manage the 

corporate capital budget for all IT projects. In addition I am responsible for IT 

Quality Assurance which includes IT Service Management (management of 

incident, problem, release, change, and configuration), quality control and Test 
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Center of Excellence, process quality and governance, metrics, and audit 

compliance. A copy of my resume is attached as PNM Exhibit SMM-1. 

HA VE YOU PREVIOUSLY TESTIFIED IN UTILITY REGULATION 

PROCEEDINGS? 

No, I have not. 

WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY? 

The purpose of my testimony in this proceeding is to describe the Company's 

corporate capital investments for the period from April 1, 2015, through the end 

of the Test Period (September 30, 2016) 1
, known as the Capital Investment Period 

and including investments cleared through February 2017, known as the Capital 

Clearing Period2
. Specifically, in the sections that follow, I: 

1. Provide an overview of the type of corporate capital expenditures included 

in the Company portfolio for these periods; 

2. Describe PNMR' s corporate capital governance process for estimating and 

budgeting investments, including how priorities are established and how 

corporate capital budgets are monitored; and 

3. Identify the Tier 1, Tier 2, and Tier 3 corporate capital investments 

required during the Capital Clearing Period and explain and support why 

1 The "Capital Investment Period" includes linkage data from April 1, 2015, through September 30, 2015, 
and continues through the Test Period ending September 30, 2016. 
2 The period from April 1, 2015 through February 28, 2017, encompassing the Capital Investment Period 
and Construction Work in Progress ("CWIP") period (October 1, 2016 through February 28, 2017) is 
referred to as the "Capital Clearing Period". 

2 
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they are required for maintaining and enhancing Company facilities, 

computer systems and hardware, and data and voice network. 

PLEASE PROVIDE THE VARIOUS CAPITAL COST LEVELS THAT 

MAKE UP THE THREE TIERS. 

The three capital cost tiers for purposes of corporate capital investments are as 

follows: 

1. Tier 1 - projects with $500,000 or more in clearings for the Linkage, Test, 

and CWIP. 

2. Tier 2 - projects with more than $100,000 and less than $500,000 in 

clearings for the Linkage, Test, and CWIP. 

3. Tier 3 - projects with $100,000 or less in clearings for the Linkage, Test, 

andCWIP. 

HOW DOES YOUR TESTIMONY RELATE TO THE TESTIMONY 

PRESENTED BY OTHER COMPANY WITNESSES? 

My testimony supports the budget estimates for the corporate capital investments 

included in the test period revenue requirements discussed by PNM Witness 

Monroy. PNM Witness Buchanan addresses the PNMR capital budgeting 

process. PNM Witness Peters addresses capital loads and how corporate shared 

service costs are allocated to the appropriate subsidiary. 

3 



1 

2 Q. 

3 A. 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

II. 

DIRECT TESTIMONY OF 
SHEILA M. MENDEZ 

NMPRC CASE N0.15-00261-UT 

SUMMARY OF KEY CONCLUSIONS 

WHAT ARE YOUR KEY CONCLUSIONS? 

Overall, I conclude that: 

1. The corporate capital investments of $49 million during Capital Clearing Period 

are required to maintain company facilities, equipment, reliable computer 

systems, and telecommunications network. In addition, these investments 

provide the business with additional capabilities through the use of 

modernized technology so the Company can continue to serve customers 

in the most efficient manner. 

2. There is a thorough and robust capital budgeting, prioritization, selection, 

and trade-off process for corporate capital projects in the portfolio. 

3. Only capital investments that benefit the Company's New Mexico retail 

customers are included in the proposed rate base. Projects that benefit multiple 

PNMR subsidiaries are allocated a "location code" to ensure that the appropriate 

allocated costs and depreciation are directed towards the correct subsidiary. 

Please refer to the testimony of PNM Witness Peters for elaboration on how 

allocated costs are applied. 

4. In the utility industry, technology changes rapidly. During the budget process 

we have a general understanding of what business capabilities we are trying to 

achieve. However, due to rapid technology advancements, the solutions are 

generally not locked in up front but are determined as close to actual 

implementation as practical to help insure the optimum solution. In addition, 
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various events can occur during the budget year that may require business 

priorities to change and new projects are identified to meet those new business 

needs. The identification of new projects may result in adjustments to the 

project portfolio and schedules. PNM Witness Buchanan discusses the quarterly 

capital reforecast process in his testimony. 

OVERVIEW OF CORPORATE CAPITAL EXPENDITURES 

PLEASE DESCRIBE THE TYPE OF INVESTMENTS INCLUDED IN 

THE CORPORATE CAPITAL BUDGET? 

The corporate capital budget includes two types of investments. First are 

expenditures related to IT software and hardware assets that require maintaining, 

upgrading, and enhancing, in addition to implementing new technology solutions, 

known as Technology Projects. The second, known as General Services projects, 

are expenditures to maintain, update, and expand company facilities, equipment 

and furniture. 

PLEASE ELABORATE ON THE TYPES OF IT INVESTMENTS. 

Investments in IT in the corporate budget generally benefit the enterprise as a 

whole, but they also include some specific technology projects that benefit 

individual subsidiaries. These investments can include upgrading and updating 

hardware platforms and application and operating systems ( also known as life 

cycle management), enhancing the data and voice network to support the 
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business, implementing updated cyber security patches that address security risks 

and the North American Electric Reliability Corporation ("NERC") requirements, 

and introducing new tools and systems that provide the business with new 

capabilities. 

PLEASE DESCRIBE THE TYPES OF GENERAL SERVICE AND 

FACILITY INVESTMENTS. 

General Service investments in the corporate budget are related to maintaining, 

updating and expanding facilities, equipment or furniture for both the holding 

company and individual subsidiaries. These investments often address NERC, 

safety, regulatory compliance, ergonomic or space capacity issues, and 

maintaining building assets and acceptable operating conditions. 

IV. CORPORATE CAPITAL GOVERNANCE PROCESS 

ARE THERE COMMITTEES THAT GOVERN THE CORPORATE 

CAPITAL INVESTMENTS? 

Yes, there two different committees, known as Capital Allocation Teams 

("CAT"s), that govern the capital investments for technology and general 

services. 

1. For technology investments, the IT Capital Allocation Team ("iCAT"): 

6 
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a) consists of voting members who are directors and above in IT and 

across the business who are responsible for reviewing and approving 

technology capital business cases under $10 million; and 

b) tracks technology capital investments and approves project trade-offs 

to achieve objectives for the Company. 

2. For facilities, equipment and furniture investments, the Facilities Capital 

Allocation Team ("fCAT"): 

a) works with key business representatives to identify facility needs, 

recommend solutions, coordinate approvals and establish defined 

scope, costs and timelines for all deliverables. 

b) tracks the progress on investments, reprioritizes projects and approves 

project trade-offs to achieve the objectives for the Company; and 

c) ensures that solutions meet required ordinances like: zoning, building 

code compliance, and Americans with Disabilities Act ("ADA"). 

HOW ARE PROPOSED CAPITAL INVESTMENTS IDENTIFIED? 

There are two avenues by which corporate capital investments are identified. The 

first is the Annual Operating Plan ("AOP") cycle and the second is through "pop-

ups" which can occur throughout the year. 

1. Annually, through the AOP cycle, investments that are on the current 5-

year budget portfolio are reviewed to determine if they should remain on 

the portfolio. Inquiries also go out to the business units for inclusion of 

investments that align with their business strategy plans. "Pop ups" are 
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new projects that are identified and proposed based on a newly discovered 

need or opportunity outside of the AOP process. Pop-ups are documented, 

rationalized, and prioritized against the rest of the portfolio. 

HOW DOES ICAT PRIORITIZE INVESTMENTS? 

iCAT has a prioritization methodology that requires the collection of certain 

investment criteria that applies a point system using criticality and weighting, 

which produces a total investment score. The IT Directors use these scores as a 

guideline when prioritizing and rationalizing the project portfolio during the AOP 

cycle and also when considering trade-off projects. However, they can and 

sometimes do consider other relevant business criteria in combination with the 

total investment score to determine the appropriate priority and formulate a 

recommendation to iCAT. iCAT then reviews and approves the AOP project 

portfolio and any project trade-offs during the year. If iCAT shifts funds from 

one project to another, they ensure the entire portfolio investments do not exceed 

the PNMR Board ("Board") approved capital target. 

HOW DOES FCAT PRIORITIZE INVESTMENTS? 

±CAT utilizes the institutional knowledge and the experience of the General Services 

manager, building maintenance supervisor, and corporate security supervisor to 

prioritize investments based on age of building system, previous complications or 

reliability issues, NERC or regulatory compliance, safety concerns, or 

unavailability of repair parts for equipment. 

8 
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PLEASE DESCRIBE HOW CAPITAL PROJECTS ARE ESTIMATED. 

Depending on the type and complexity of the project, estimates for capital 

investments are derived based on a combination of current vendor quotes, 

research, or using historical data from similar projects and trends. 

1. For General Service investments, vendor quotes are often used based on 

equipment and external labor costs. For example, for the former Aztec Security 

Equipment Upgrade, two vendors provided hardware cost replacement 

estimates for equipment and labor costs for design, installation and maintenance 

with adjustments for IT labor. 1bis same type of estimate could be used for 

security equipment outside of Albuquerque as adjusted for location. 

2. For technology investments, generally when needs are identified they are 

classified as a technology blanket, an upgrade to existing systems, or 

implementation of a new solution. Technology blankets are estimated based on 

the quantity of equipment to be replaced and current run rates for that type of 

equipment. Also, the previous year's spend on blankets are used as a guideline 

in setting the following year's estimate. Upgrades to existing systems are 

generally estimated based on historical upgrades of similar nature. For example 

on the Banner Platform Upgrade, actual costs incurred from a previous platform 

upgrade were reviewed and used as a data point for the estimating the new 

platform upgrade. Current cost estimates were included and allocated across the 

materials, labor, and outside services in a similar fashion. For new solutions, 

because technology is rapidly changing, the product/solution is generally not 

identified up front so a high-level estimate is developed based on initial product 
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research. For example, when purchasing a new Identity Management solution, 

product costs were researched through the internet/research firm (like Forrester) 

and a vendor quote was received from a known supplier to use as a basis for 

estimating materials. Labor costs were estimated using one-third costs internal 

and two-third costs external then adjusted accordingly. General expenses are 

generally less than five percent of the total project cost. 

Detailed monthly budgets for each Tier 1, Tier 2, and Tier 3 project are provided 

in PNM Exhibit SMM-2 through PNM Exhibit SMM-4. Typical cost types and 

how they relate to the above activities include: 

• 110 and 120 Internal labor: This includes all labor performed by 

PNMR Services or PNM employees from planning through to asset 

commissioning. As mentioned above, an assumption is made during 

the estimating process as to who will perform the work (internal or 

external). As the project gets closer in time, this assumption 1s 

reviewed and revised based on current staff availability. 

• 350 Materials and Equipment: This cost type includes all major 

materials and equipment which are typically purchased including such 

things as building materials, furniture, hardware and software. 

• 370 Outside Services, 274 Legal, 377 Temporary Labor: These 

cost types include all professional services contracted to aid with the 

implementation of the asset and any legal expenses associated with 

executing vendor contracts. For General Service projects, services 

may include appraisal support, engmeermg, materials testing, 

10 
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construction and construction monitoring. For technology projects, 

contingent workforce and consultants may be contracted to perform 

services such as: planning, developing, implementing, testing, and 

deploying the technology asset. 

• 610 Expenses - General: This cost type includes all general expenses 

to cover supplies, fees, incremental expenses, training, and employee 

expenses such as travel, meals, and lodging related to the project. 

PLEASE DESCRIBE HOW PROJECT ESTIMATES ARE UPDATED. 

During the planning phase in the project management lifecycle, business and 

functional requirements are mapped, products and contractors are evaluated and 

chosen, project and resource plans are outlined, and then original project cost 

estimates and clearings are updated with more accurate information. As the 

project progresses, actual project costs and clearings are tracked monthly against 

the AOP budget and then re-forecasted each fiscal quarter based on any 

adjustments to project costs and clearing dates. In a collective effort between the 

finance group and IT or General Services, the re-forecasted costs and clearings 

are updated in the respective budget system. 

HOW ARE CAPITAL INVESTMENTS BUDGETED? 

Corporate capital targets are set annually as described by PNM Witness 

Buchanan. Every need for investment is identified and each CAT rationalizes and 

prioritizes the investments to determine if it should be included in the portfolio. 

11 
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Once the CAT approves the investment for inclusion in the portfolio, a location 

code is identified ensuring the costs of the project are appropriately allocated to 

the subsidiary receiving the benefit from the capital project. This process is 

described in detail in the testimony of PNM' s Witness Peters. A final capital 

investment plan is prepared and submitted to senior management for 

consideration and approval. 

HOW ARE ALTERNATIVE SOLUTIONS EVALUATED FOR ICAT 

INVESTMENTS? 

For corporate technology projects, the formal project management methodology 

from the Project Management Institute is followed, which includes stages of: 

Initiation, Planning, Execution, Monitoring and Control, and Closeout. 

1. During the Planning stage, the team documents the business requirements 

for the project and the team uses those requirements to determine if the 

appropriate path is either to upgrade the technology or seek out a 

new/replacement technology; 

2. If it is determined to seek a new or replacement technology, then 

functional requirements are drafted, the Company Supply Chain 

Procurement Group is engaged during the request for proposal ("RFP") 

stage to draft the RFP to send to vendors in the industry; thus allowing the 

team to evaluate alternative product solutions and system integrators; 

3. Vendor responses are reviewed and scored, product demonstrations 

conducted, market terms and conditions are negotiated with the vendor 

12 
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and the team makes the final decision on the solution and/or system 

integrator to pursue. 

HOW ARE ALTERNATIVE SOLUTIONS EVALUATED FOR FCAT 

INVESTMENTS? 

For General Service projects, often an RFP is issued for product solutions and 

contractors to perform the work. Alternative solutions are evaluated using cost, 

complexity, resource availability, compliance and time. Where an RFP is not 

required, the Company can chose to award the project to an existing vendor or 

purchase products from suppliers under a current contract. Both internal and 

external subject matter experts are involved in the decision-making process. 

HOW DOES THE COMPANY ESTABLISH IN-SERVICE DATES FOR 

ENTERPRISE CAPITAL PROJECTS? 

The Company sets in-service dates and estimates budget clearings based on 

historical trend data and anticipated project start date and duration. However, 

given that technology projects are more fluid and business priorities and resource 

availability changes during the year, in-service dates and clearings are adjusted 

accordingly. Not all projects necessarily meet the original in-service dates; 

however the Company has been successful in reforecasting those original m-

service dates when more data is received through the project life cycle. 

13 
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Where necessary, the General Services team works with internal stakeholders 

(Finance, Budget, and Procurement) to adjust schedules as needed for best 

completion of the project. The Company may have to redirect manpower and 

capital toward other emergent projects which can have an impact on in-service 

dates. An in-service date may also be delayed on a project due to unforeseen 

circumstances such as weather or vendor delays but the approved capital budget 

for the period will not change, where trade-offs occur. 

WHAT IS A "TRADE OFF" AND HOW DOES THE COMPANY HANDLE 

"TRADE-OFFS"? 

A "Trade-off' is when one project is postponed, cancelled, or expenses or scope 

is reduced and the capital dollars are shifted to one or more other projects. During 

the year the business priorities and resource availability may change requiring the 

Company to redirect manpower and capital toward other emergent projects. 

Flexibility in the projects is necessary to ensure the management of unforeseen 

events and necessary unbudgeted expenses that can arise during the year. A 

process is in place for managing mid-year changes or "trade-offs" to ensure the 

funding of necessary, but unbudgeted, capital expenditures, while not exceeding 

the Board-approved capital target. The process requires documentation to justify 

the new expenditure, the identification of a budgeted project expenditure that will 

be reduced to accommodate the new expenditure, and proper approvals. As a 

result of this process, some projects may be delayed while others are accelerated 

but the total amount of capital invested during the budget period will not change. 

14 
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HOW ARE CAPITAL INVESTMENTS TRACKED? 

Both CAT committees have monthly meetings to review the following: 

III. 

1. For total and individual investments, the committees track the monthly 

and year-to-date ("YTD") spend and clearings in comparison to the 

budgeted projections (also known as variances); 

2. At times, the committee has the project manager attend the meetings to 

provide a status on high profile or critical projects. 

CORPORATE CAPITAL INVESTMENTS DURING THE CAPITAL 
CLEARING PERIOD 

WHAT TOPICS DO YOU ADDRESS IN THIS SECTION OF YOUR 

DIRECT TESTIMONY? 

PNMR has undertaken a capital investment program focused on addressing the 

key needs of regulatory compliance, safety and security, reliability, operational 

efficiency and aging technology and facilities. In tlris section of my testimony, I 

address PNMR' s more significant capital investments for technology and facilities 

during the Capital Clearing Period and will summarize the justification for these 

investments. Specifically, I address the technology blankets and the Tier 1 individual 

corporate capital technology and General Service projects. The Enterprise Asset 

Management ("EAM") program is the largest corporate project on the portfolio 

and I will describe it in further detail due to its uniqueness. The Tier 2 and Tier 3 

corporate capital projects are summarized in the testimony below and details are listed in 

PNM Exhibit SMM-3 and PNM Exhibit SMM-4. 
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WHAT IS THE TOTAL CORPORATE CAPITAL BUDGET THROUGH 

THE END OF THE TEST PERIOD? 

The Capital Project Clearings below in Table SMM-1 represent the Linkage, Test, 

and five months after the Test Period for the corporate capital budget. Note that 

the projects only include clearings that will occur during the identified time 

periods. 

TABLESMM-1 

Linkage and Test 

Business Seement Tierl Tier2 Tier3 Total 

JCorporate 13,803,456 9,254,393 467,512 23,525,361 

General Services 2,584,744 542,989 - 3,127,732 

Technology Projects 11,218,712 7,067,308 467,512 18,753,533 

Technology Blanket - 1644,096 - 1,644,096 

j Grand Totals byTier 
.. · .. ·.· 

13,803,456 9,254,393 467,512 ·• . 23,525,361 

I CWIP 

I Business Segment Tierl Tier2 Tier3 Total 

jCorporate 23,319,844 2,087,713 341,374 25,748,931 

General Services 367,833 - 80,427 448,260 

Technology Projects 22,952,011 1,376,937 260,947 24,589,895 

Technology Blanket - 710 776 - 710,776 

!Grand Totals by Tier 
·.·• 

23,319,844 2,087,713 .. 341,374 25,748,931 

linkage and Test+ CWIP = Grand Total 

Business Se~ment Tier 1 Tier2 Tier 3 Grand Total 

Corporate 37,123,300 11,342,106 808,887 49,274,292 

General Services 2,952,577 542,989 80,427 3,575,993 

Technology Projects 34,170,723 8,444,245 728,460 43,343,428 

Technology Blanket - 2 354 872 - 2 354 872 
·. 

Grand Totals by Tier. 37,123,300 11,342,,106 808,887··· 49,274,292 
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A. Technology Blankets 

PLEASE DESCRIBE WHAT IS MEANT BY A "BLANKET" 

TECHNOLOGY CAPITAL INVESTMENT. 

Technology Blankets, also known as Computer Platform Refresh ("CPR"), 

include materials and labor for design and installation for aging infrastructure that 

needs to be regularly replaced to maintain the reliability of the computer systems 

and telecommunications network. While technology blankets represent only 

4. 7% of the total corporate capital investment during the Capital Clearing Period, 

the need for these investments is pertinent to the upkeep of aging infrastructure 

thus ensuring we maintain the reliability of the corporate network and technology 

used by the Company. Each technology blanket generally is open for 12 months 

each calendar year to accommodate the equipment purchases and installation 

needed for that year. 

PLEASE DESCRIBE THE TEHNOLOGY BLANKETS TO BE COMPLETED 

THROUGH THE END OF THE TEST PERIOD AND THE FACTORS 

DRIVING THE NEED FOR EACH. 

The following is a summary of the significant technology blankets: 

1. Computer Platform Refresh (CPR) PC: The estimated clearings of 

$727,987 include materials and installation related to replacing aging 

employee workstation equipment such as: personal computers ("PC''s ), 

monitors, cables, keyboards, upgrading memory and hard disk space, and 

17 
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the like. Replacement of PCs is on a four-year cycle; generally, 

manufacturers retire platforms every year to two years but include a three 

year warranty period on new hardware, which is the manufacturer's 

standard. Costs are estimated based on the installation and configuration 

of the new hardware and company PC image. A PC image is a company 

standard desktop set-up used for all PNM computers that has all the 

standard applications and settings. The primary drivers for replacing this 

equipment include: a) increase end-user productivity, b) reduction of 

downtime and end-user frustration with problematic hardware, c) support 

Commercial Off The Shelf applications that require new platforms with 

specific requirements to ensure the software runs properly, and d) 

prevention of security violations and virus infections. 

Computer Platform Refresh (CPR) Servers/Storage: The estimated 

clearing of $864,300 include the materials and installation related to 

replacing aging computer servers. Replacement of servers is on a four- to 

five-year cycle. We track end-of-life and end-of-support dates from each 

manufacturer that aid in determining when a server is up for replacement. 

In addition, if a server has demonstrated an abnormal number of hardware 

errors/defects, it too is placed on the list for replacement. The primary 

drivers for replacing this equipment include: a) ensuring we have servers 

that are still under warranty thus reducing overhead and vendor support, b) 

reduction of license costs, c) conformity with new application 
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requirements, d) mitigation of cyber security threats, and e) to account for 

normal organic growth in the business that requires resource adjustments. 

Computer Platform Refresh (CPR) Telecom: The estimated clearings of 

$762,585 include materials and installation related to replacing 

commodity equipment (such as switches, routers, firewalls, and the like) 

and for circuit carrier-grade equipment (such as power supplies, Universal 

Power Supplies and batteries) that support voice and data communications 

for the Company. Replacement of telecommunication commodity 

equipment averages a three- to five-year cycle based on manufacturer end-

of-life/end-of-support dates in the attempt to stay aligned with the vendor. 

The carrier-grade equipment has a longer replacement cycle of more than 

five years; however equipment can break in between that cycle requiring it 

to be replaced immediately to maintain operations. The primary drivers 

for replacing this equipment include: a) ensuring PNM maintains a good 

service level on voice and data communications between computer 

systems and company facilities; b) ensuring high equipment availability; 

c) ensuring equipment is under warranty and supported by the vendor; d) 

NERC compliance; and e) mitigation of cyber security threats and 

compliance with new industry security protocols. 
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B. Specif1e IT and General Services Projects 

PLEASE DESCRIBE THE SPECIFIC TIER 1 CORPORATE PROJECTS 

TO BE COMPLETED THROUGH THE END OF THE CAPITAL 

CLEARING PERIOD AND THE FACTORS DRIVING THE NEED FOR 

EACH. 

Below is a description of the Tier 1 corporate specific projects which represent 

23% of all corporate projects and account for 75% of corporate capital cost 

clearings. Tier 1 projects are those with $500,000 or more in clearings for the 

Linkage, Test, and 5 months after Test periods. 

1. Enterprise Data Storage Refresh (EDSR) (ID# 96828614); Clearings 

$993,649. This project refreshes our Enterprise Data Storage and core 

SAN switch hardware and software to modem and supported 

assets. PNMR relies heavily on the ability to store and rapidly retrieve a 

growing amount of critical business data. The goal of this project is to 

replace current expiring leased EMC VMAX Tier 1 storage with a top-

performing solution that will provide PNMR with a scalable, high 

performance, energy efficient, reliable, and secure data storage 

environment at a cost-effective price. 

The EMC VMAX equipment PNMR currently leases must be returned by 

September 30, 2015, due to lease expiration. PNMR seeks to leverage the 
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latest data storage improvements to provide a high level of performance 

through improved technology, including taking advantage of current 

significant price/performance improvements as well as energy 

savings. The EDSR project will improve upon current IT customer 

service levels, while reducing overall costs. 

2. Enterprise Trading and Risk Management (ETRM) (ID# 94628013); 

Clearings $885,249. The purpose of this project is to complete 

implementation efforts which began in 2014 to stand up and customize 

required functionality in a new integrated system, Total Risk Management 

Tracker ("TRMTracker"). TRMTracker replaces three existing systems, 

all of which are no longer supported by their manufacturers, and combines 

their previous functionality. The applications replaced include: a) 

Zai*Net -- principal current system managing trade risk, including Monte 

Carlo simulation of the overall effect of various trade positions, most 

reporting of risk, and risk threshold alerting, and accounting; b) GasMaster 

-- principal gas trading application; and c) CCRM -- used to gather and 

evaluate credit risk posed by various counterparties. 

3. PNM.Com Phase III (ID# 92428015); Clearings $684,062. This project 

provides new system enhancements to the PNM.com website as follow-

on, continuing work from what was performed in 2013 and 2014 under 

projects 92428013 (PNM.com Facelift) and 92428014 (PNM.com Phase 
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2). Specific design and delivery of the following functions and features 

are included in the scope of this 2015 project: Authorized Agent role, 

Landlord Standby management, Letters of Credit and Statements of 

Account. These new system enhancements will provide customers a 

channel to complete their transactions on-line, in lieu of contacting the 

PNM Call Center. This results in increased customer satisfaction and 

reductions in cost by reducing inbound customer call volume. 

4. E-Mail Archive and E-Discovery Tool Upgrade/Refresh (ID# 96829114); 

Clearings $604,547. This project replaces the current Mimosa e-mail 

archive tool which has fully depreciated, is at end-of-life, and does not 

have the full functionality the Company needs from an archive tool. As a 

result, the Infrastructure, Legal and Records Management teams have 

requested this current system be replaced with a newer, more fully 

functional system that will improve user efficiency, provide added 

capabilities for e-discovery and record searches and reduce overall support 

costs. 

5. Disaster Recovery (DR) Relocation (ID# 96829714); Clearings 

$1,774,331. This project continues from 2014 and involves planning and 

implementing a location change of the Company's current Disaster 

Recovery ("DR") facility located at a Hewlett Packard facility at Colorado 

Springs, CO. Rising costs at this facility warrant the need to relocate to a 
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new lower-cost facility that can provide the same level of service or better. 

Having a reliable and nearby off-site DR facility is critical to PNMR's 

business continuity plans, by providing a safe, secure and reliable DR 

location to house mission and business critical backup systems and data 

records, such as Banner (Customer Information Management), PassPort 

(Work and Asset Management), PeopleSoft (Enterprise Resource 

Program), ArcFM NM/TX (Geographical Information System), and 

ServiceSuite (Workforce Field Management) systems and data. 

Production Cost Expansion Planning Software (ID# 94128314 ); Clearings 

$792,841. This project replaces current Ventyx Strategist and ProMod 

applications, which are used for preparing our Integrated Resource Plan 

and Fuel and Purchased Power Cost Adjustment Clause which get filed 

with the New Mexico Public Regulation Commission ("NMPRC"), with a 

new and supported software tool that provides functionality of both 

applications--Aurora XMP from EPIS. Ventyx is retiring their ProMod 

and Strategist tools so these products will no longer be supported, which 

means PNM will no longer receive vendor calculation updates needed by 

the business. Without replacement of these products, PNM will be unable 

to accurately forecast earnings, cash flows, and costs. In addition, PNM 

would not be able to accurately develop future resource requirements to 

serve PNM customers or provide the necessary accurate data that NMPRC 
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requires relating to resource expansion planning and fuel cost forecasting 

for regulatory filings. 

7. EASE Replacement (ID# 94628714); Clearings $664,202. The current 

Energy Accounting Scheduling Expert ("EASE") system used at NM 

Power Operations was internally developed eight years ago and it provides 

specific functionality for Power Operations to include scheduling, energy 

accounting, ramping, and energy histories. This current EASE system is 

residing on an expensive, outdated and unsupported hardware platform. 

By implementing this project we will no longer need to continue to pay 

high maintenance costs on the current hardware platform, as it will allow 

PNM to procure and implement a stable and vendor-supported system. 

Standing up this new platform would significantly reduce staff overhead 

time needed to maintain the current EASE system. 

8. NMJTX Voice System Replacement (ID# 96328314); Clearings $931,645. 

The replacement of the New Mexico and Texas voice systems replaces 

out-of-date and unsupported Private Branch Exchange ("PBX") and 

telephone key systems with modem Voice over Internet Protocol 

("VOIP") technology. Many of the PBX and key systems throughout our 

service territories in New Mexico and Texas are hardware-oriented 

systems fifteen years old and older. These assets have fully depreciated, 

and are no longer supported by the product vendors. Migrating to current 
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VOIP technology will reduce overall support and maintenance costs, and 

provide us greater mobility, flexibility, and performance. Costs associated 

with Texas are not being allocated to PNM. Only the assets belonging to 

PNM are included in this rate case. 

9. Data Center Network Refresh (ID# 96832514); Clearings $825,927. This 

multi-year project that started in 2014 replaces/upgrades infrastructure 

core switches and firewalls in the data center which are ten years old and 

at end oflife (normal obsolescence is three to five years). Additionally, the 

new equipment to be installed will be segmented to enhance overall 

network security, and eliminate the risk of having one data center and one 

single point of failure, as it is today. 

10. Oracle BFIS (ID# 94128114); Clearings $753,968. This project 

implements the Oracle BIFS - Business Intelligence Foundation Suite - for 

Financials and HR, and integrates directly with our current PeopleSoft 

Financials and HR system. The key driver for this project is to standardize 

business intelligence and reduce proliferation of one-off reporting 

solutions in our environment. Ultimately, reporting using a PeopleSoft-

compatible tool lowers overall support costs for both BTS and the CFO 

group. 
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11. Operations Technology Support DMZ (ID# 94128015); Clearings 

$1,591,289. With the advent of NERC Critical Infrastructure Protocol 

("CIP") CIP V5, qualifying assets have increased requirements for cyber 

security capabilities. The DMZ provides a method of connecting various 

networks without each network accessing each other directly. A DMZ is a 

common component of network architectures seen across many industries 

as an additional layer of security. The DMZ utilizes servers, firewalls, 

and software that protect the various networks from viruses and other 

security threats, as well as hardware and software that authenticates secure 

traffic and rejects unauthorized connections. Software in the DMZ will 

also monitor assets within the operational networks and provide 

notifications of changes for good security practices as well as for NERC 

CIP compliance reporting. Failure to comply with NERC CIP 

requirements could result in potentially large fines. 

12. MS SCCM (ID# 96829315); Clearings $565,347. This project updates 

Microsoft System Center Configuration Manager ("SCCM") to the latest 

supported 2012 version to be compatible with Microsoft Active Directory 

2012 release 2, and implements this software solution on a new hardware 

platform consisting of multiple servers which is Microsoft's optimal 

recommendation for efficiency and redundancy. Implementation of this 

project will ensure our SCCM product is more robust and redundant by 

upgrading off of a single server hardware instance, and bringing us up to a 
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software release that is fully secure and supported. Microsoft SCCM is a 

Windows product that enables administrators to manage the deployment 

of applications and security products across the enterprise, and is 

considered one of our critical, security-related systems. 

13. Sigma Flow Change Management (ID# 94128515); Clearings $652,531. 

This project implements a new change management system that allows us 

to meet NERC CIP V5 regulatory requirements. Specifically, a change 

management process is required in PNMR utility operations areas to align 

with NERC CIP 010-3 Rl and R2. The current Service-Now change 

management platform cannot be used for NERC CIP 010-3 due to the 

sensitivity of information contained in configuration and change records. 

A new system is required to assure that change management processes are 

aligned with CIP 010-3, and do not expose data to unauthorized access. 

The change management system must also align with PNMR' s 

Information Protection Program. 

NERC CIP requirements are very specific regarding the need to keep 

sensitive information secured. As the Service Now system is hosted on a 

cloud solution by an outside vendor who has administrator-level rights, 

this tool has no method for PNMR to ensure the data is kept secure and 

that the data is not accessed by non-approved parties. 
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14. Downtown Security and NERC Equipment Upgrades (ID# 97730514); 

Clearings $2,298,205. This project will improve and expand the 

Downtown Security Operations Center ("SOC"). The continuous and fast 

growing physical security compliance requirements under NERC CIP 006-

6 and NERC CIP O 14-1 has mandated new and improved protective 

measures for high, medium, and low impact Bulk Electric Cyber Systems. 

The current SOC is set up with three separate physical security video 

platforms, maintaining video and alarm surveillance for three substations, 

two generation plants, the primary and backup control centers, wholesale 

power marketing, corporate headquarters, data center, and several New 

Mexico operations facilities, maintaining over 200 cameras. The SOC 

also maintains the C-Cure 800 Physical Access Control System for all 

CIP alarms at all the high, medium, and low CIP areas and other limited 

access restricted areas. The SOC also houses building fire system alarm 

panels, panic alarms, elevator alarms and other systems. CIP 006 and O 14 

have brought on physical security hardening efforts which will bring on 

several PNM facilities into scope which will require expansion of the 

current video platforms. The purchase of a new video wall system will 

have updated technology that would incorporate all the video and security 

systems into one seamless interface. The current SOC does not have room 

to expand which will be needed. Moving to a larger facility will not only 

meet the current needs and requirements, it will have the room for future 
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expansion as well as the ability to meet the requirements of never ending 

compliance standard changes. 

15. Downtown Building Improvements (ID# 97730515); Clearings $654,372. 

In 2015, this project will fund the downtown Headquarters Building 

improvements including repaving the west parking lot, installing a 

building cornrnunication system on all floors downtown, and completing 

the wiring/cabling for the BTS Storage building project that started in 

2014. The west parking lot is in disrepair. To maintain safety, there is a 

need to replace the asphalt. There is not currently a central 

communication system for the Headquarters Building. This project 

involves installing monitors on each floor to provide information ( e.g., 

evacuation directions, program updates, meeting and conference locations, 

etc.) that can be centrally managed on a real-time basis. The balance of 

the cabling/wiring for the BTS storage building will be completed by this 

project. This will provide the network capability for system/equipment 

testing. 

C. Enterprise Asset Management ("EAM'J 

PLEASE DESCRIBE THE EAM. 

The EAM solution (ID# 96829826) has clearings of $22,451,136 and provides 

optimal lifecycle management of physical assets. It covers subjects including the 
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construction, com1mss10mng, operations, maintenance 

decommissioning/replacement of plant, equipment and facilities. 

and 

The EAM is accessed by over 900 enterprise-wide users and directly supports the 

PNM transmission, distribution, and generation organizations with respect to the 

six management areas below: 

• Asset management - Achieve the control needed to more efficiently track 

and manage asset and location 

data throughout the asset lifecycle. 

III Work management - Manage both 

planned and unplanned work 

activities, from initial request 

through completion and recording 

of actuals. 

III Service management - Define service offerings, establish service level 

agreements, more proactively monitor service level delivery and 

implement escalation procedures. 

• Contract management - Gain complete support for purchase, lease, rental, 

warranty, labor rate, software, master, blariket and user-defined contracts. 

• Inventory management - Know the details of asset-related inventory and 

its usage including what, when, where, how many and how valuable. 

• Procurement management - Support all the phases of enterprise-wide 

procurement such as direct purchasing and inventory replenishment. 
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WHAT IS THE DRIVER BEHIND THE EAM? 

lbis is a two-year program with the objective of providing the Company with 

enhanced capabilities in the Work and Asset Management ("W AM") end-to-end 

process and to realize its full benefits for customers, employees and shareholders. 

The Company's current WAM system is Passport vlO which is used by over 900 

users. Not only does PNMR not have a current support agreement with Ventyx, 

the vendor, the ability to maintain Passport's life beyond 2017 is .limited. It also 

does not have the advanced functionality that is needed to support the 

Transmission and Distribution, Generation and Procurement operations; such as a 

robust job scheduler, improved process and work flows, and mobile capabilities. 

Rather than purchasing stand-alone systems to support advanced capabilities 

needed, and given the Company's current IT environment and future business 

needs, management determined that a better solution would be to retire some of 

the outdated, functionality deficient and unsupported systems and install a 

consistent and comprehensive long-term EAM solution. 

WHAT ARE THE BENEFITS OF IMPLEMENTING THE EAM? 

The following benefits are expected from moving forward with the 

implementation of a new EAM solution and achieving the objectives of the 

program: 

1. Reducing cyber security risk is a Company priority as threats continue to 

increase in the industry. PNMR has an opportunity to reduce this risk 
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through modernizing the technologies and retiring the functionally 

deficient and unsupported systems used in WAM business processes;. 

2. Investing in a comprehensive long-term EAM solution provides PNMR 

with the technology necessary to address current and future business needs 

including the addition of mobile capabilities; 

3. Achieving standardization in business processes and practices for W AM 

across the utility through leveraging the planned EAM technology 

replacement; 

4. Reducing total system support costs by deploying new EAM without 

customizations by retiring obsolete systems and consolidating 

functionality into EAM products; 

5. Providing stronger alignment in staffing and processes in operations by 

providing an effective decision making structure utilizing new EAM 

operating and governance models; 

6. Using operational data analytics to measure, track and report progress and 

track current status of capital projects by incorporating a 'closed-loop' 

performance management model. 

PLEASE SUMMARIZE THE TIER 2 CORPORATE PROJECTS TO BE 

COMPLETED THROUGH THE END OF THE CAPITAL CLEARING 

PERIOD. 

Corporate Tier 2 projects have more than $100,000 and less than $500,000 in 

clearings for the Linkage, Test, and 5 months after Test periods. Refer to PNM 
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EXHIBIT SMM-3 for details on each of the individual projects. In summary, 

some of the Tier 2 projects include: 

1. General Service projects that improve buildings/facilities and security 

equipment in Santa Fe and the Emergency Response Center. 

2. Technology projects in the Microsoft ("MS") Upgrade Program which 

includes upgrading MS products to the latest version like: MS Exchange, 

MS Active Directory, MS SharePoint, and MS Lyne. 

3. Technology projects in the Lifecycle Management Program that include 

modernizing applications, tools, and hardware through upgrading or 

replacing the product. Examples of these projects include: a) Replacing 

OpenPages (Company SOX control application), b) upgrading the 

technology platform for Banner (Company Customer Information System 

(''CIS"), and c) upgrading Sales Logix (Company Customer Relationship 

Management system supporting customer segments for large customers, 

industrial, and small businesses), and transition from Windows 2003. 

4. Technology projects that support the PNM customer experience such as: 

a) enhancing Banner CIS with additional capabilities to support the end 

customer, b) expanding on features on PNM.com customer website that 

provide customers with additional self-service options like setting up their 

own "move-in" and "move-out" dates; c) adding functionality in Banner 

CIS to support PNM's Customer Solar Energy program; and d) enhancing 

the customer service business intelligence analytics. 
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5. Technology projects that support Energy Trading and Risk Management 

("ETRM") business functions such as: a) implement Deferred Energy 

Reporting and Accounting, Transmission Reliability Invoicing, and 

Derivative Accounting updates to TRM Tracker and address other 

functionality that was deferred during ETRM project Phase 1 

(ID#94628013); b) implementing a data management portal for the 

Wholesale Power Marketing group; c) implementing a Unit Commitment 

software solution that would calculate the least-cost dispatch of available 

generation resources to meet the electrical load for the state. 

6. Technology projects that support IT infrastructure and Information 

Security such as: a) implementing the next generation enterprise internet 

firewalls to protect against emerging, advanced, and persistent Internet-

based security threats; b) Identity Management Phase 2, which implements 

enhancements to our access management application to ensure compliance 

with NERC CIP V5 and Sarbanes-Oxley ("SOX") regulatory requirements 

and standards; c) upgrading the Company's data back-up, storage 

hardware and software assets to the latest supported technology standards; 

d) implement the INTEL McAfee Endpoint Protection Advanced Suite as 

a replacement for the existing end point protection system tool, which is 

needed to protect the Company's systems and data, by addressing the on-

going and changing cyber security threats. 
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PLEASE SUMMARIZE THE TIER 3 CORPORATE PROJECTS TO BE 

COMPLETED THROUGH THE END OF THE CAPITAL CLEARING 

PERIOD. 

Tier 3 projects are investments. $100,000 or less in clearings for the Linkage, Test, 

and 5 months after Test periods. Refer to PNM Exhibit SMM-4 for details on 

each of the individual Tier 3 projects. In summary, some of the projects include: 

1. General Service projects that enhance the equipment in the graphics 

department. 

2. Technology projects that support the Information Security program such 

as: a) implement a Host-Based Intrusion Detection System 

Implementation to reduce the risk of system compromise and potential 

impact to data confidentiality, integrity, and availability, b) Event 

Monitoring Tools to enable the Company to analyze, detect, and respond 

to unauthorized use or intrusion into corporate systems, c) implement new 

governance, risk management and compliance tools to enable more 

effective information sharing/reporting to avoid wasteful overlaps and 

duplications of tasks by different groups in the Company, d) Information 

Security platform upgrade to ensure our operational systems remain 

secure, stable, and running optimally. 
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IV. CONCLUSIONS 

DO YOU HAVE ANY CONCLUDING OBSERVATIONS? 

Yes. PNMR supports PNM through managing the corporate capital budget for 

technology, facilities, equipment, and furniture. PNMR strives to minimize 

customer costs; through its project assessment review process. The corporate 

capital investments are prudent and necessary to provide the tools, systems, and 

facilities needed to serve customers. PNMR has a rigorous and structured process 

for identifying and prioritizing capital investment in advance of its need and for 

handling unforeseen events that change the business priorities and when the 

technology industry changes rapidly. Therefore, the Capital Investment Period 

capital costs are reasonable and necessary. 

DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 

Yes. 

GCG#520347 
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BEFORE THE NEW MEXICO PUBLIC REGULATION COMMISSION 

IN THE MATTER OF THE APPLICATION OF 
OF PUBLIC SERVICE COMPANY OF NEW 
MEXICO FOR REVISION OF ITS RETAIL 
ELECTRIC RATES PURSUANT TO ADVICE 
NOTICE NO. 513, 

PUBLIC SERVICE COMPANY OF NEW MEXICO, 
Applicant. 

AFFIDAVIT 

STATE OF NEW MEXICO ) 
) SS 

COUNTY OF BERNALILLO ) 

) 
) 
) Case No. 15-00261-UT 
) 
) 
) 
) 
) 

SHEILA M. MENDEZ, Director oflnformation Technology (IT) 

Program/Portfolio management & Quality for PNMR Services Company, upon 

being duly sworn according to law, under oath, deposes and states: I have read the 

foregoing Direct Testimony and Exhibits of Sheila M. Mendez and it is true and 

accurate based on my own personal knowledge and belief. 

GCG# 520244 



this day of August, 2015. 

SHEILA M. MENDEZ ~ 

SUBSCRIBED AND SWORN to before me this day of August, 2015. 

~~!$lric IN AND FOR 
THE STATE OF NEW MEXICO 

My Commission Expires: 

2 
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