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DIRECT TESTIMONY OF
SUSAN A. TAYLOR
NMPRC CASE NO. 15-00261-UT

I. INTRODUCTION AND PURPOSE

PLEASE STATE YOUR NAME, POSITION AND BUSINESS ADDRESS.
My name is Susan A. Taylor. I am the Manager of Utility Margin for Public
Service Company of New Mexico (“PNM”). My address is 414 Silver Avenue,

SW, Albuquerque, New Mexico 87102.

PLEASE DESCRIBE YOUR RESPONSIBILITIES AS MANAGER
UNTILITY MARGIN.

As the Manager of Utility Margin I am responsible for forecasting net revenues
for the Company which requires the estimating of future revenues and the variable
cost to serve customers. In turn, this requires forecasting the operation of the total
electrical system in a manner that models actual daily operations. This is accomplished
using a third party software package. In my role I manage the development of the inputs
to the software, the on-going evaluation of the software to assure it is accurately
reflecting the operation of PNM’s system and recommend the forecasted margin to be

used in evaluating PNM’s business plan.

HAVE YOU PREVIOUSLY TESTIFIED IN UTILITY REGULATION
PROCEEDINGS?

Yes. A statement of my experience and qualifications, including a list of the
NMPRC proceedings in which I have testified or filed testimony, is included as

PNM Exhibit SAT-1.
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SUSAN A. TAYLOR
NMPRC CASE NO. 15-00261-UT

WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY?

The purpose of my testimony is to:

(1) Present and support the Base Period fuel and fuel related O&M cost, the
adjusted Base Period fuel and fuel related O&M costs, and the Test Period
fuel cost and fuel related O&M costs;

(2) Provide a summary of how fuel cost is allocated among PNM’s NMPRC
jurisdictional customers, FERC customers and the remaining segments; and

(3) Provide the inputs and assumptions used in PNM’s production costing model

to produce the linkage data and Test Period fuel cost.

PLEASE LIST THE SCHEDULES THAT YOU ARE SPONSORING.

I am sponsoring the following Rule 530 Schedules: H-2, H-3 and P-12. Each of
these schedules was prepared by me or under my direct supervision. These Rule
530 Schedules are filed in executable electronic format and are included as part of

the cost of service functional model sponsored by PNM Witness Monroy.

PLEASE PROVIDE THE DEFINITION OF KEY TERMS USED IN YOUR
DIRECT TESTIMONY.

The following terms will be used when describing different elements of fuel cost
in my testimony:

Base Period Fuel- PNM: The adjusted Base Period total fuel costs for the
company as shown in PNM Exhibit SAT-2, WP Fuel-1: Base COS, Column H,

Lines 8-29.
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NMPRC CASE NO. 15-00261-UT
Base Period Fuel-Retail: The adjusted Base Period fuel costs allocated to PNM’s
retail customers as shown in PNM Exhibit SAT-2, WP Fuel-1: Base COS,
Column I, Lines 8 — 29.
Base Fuel Rate: The current system average base fuel rate of $0.02128/kWh.
Base Fuel Revenue: The Base Fuel Rate times the retail kWh for the specific
period.
Unadjusted Base Period Fuel-PNM: The total fuel costs for the company based
on books and records for the period April 1, 2014 through March 31, 2015 as
shown in PNM Exhibit SAT-2, WP Fuel-1: Base COS, Column C, Lines 8-29.
Fuel and Purchase Power Cost Adjustment Clause (“FPPCAC”) Rate: For the Base
Period, the difference between the total fuel rate for retail and the Base Fuel Rate
as shown in PNM Exhibit SAT-2, WP Fuel-1: Base COS, Column I, Line 53. For
the Test Period, the difference between the total fuel rate for retail and the Base
Fuel Rate as shown in PNM Exhibit SAT-2, WP Fuel-3: Test COS, Column X,
Line 53.
FPPCAC Revenue: FPPCAC Rate for the period times the retail kWh for the
period.
Unadjusted Test Period Fuel: The total fuel costs for the company in the Test
Period shown in PNM Exhibit SAT-2 WP Fuel-3: Test COS, Column O, Lines 8-
29. This amount does not include any Test Period adjustments and is calculated

in the same manner as Base Period Fuel-PNM.
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NMPRC CASE NO. 15-00261-UT
Test Period Fuel-PNM: The adjusted Test Period total fuel costs for the company
as shown in PNM Exhibit SAT-2 WP Fuel-3: Test COS, Column W, Lines 8-29.
This includes fuel costs to serve PNM’s wholesale customers.
Test Period Fuel-Retail: The adjusted Test Period fuel costs allocated to PNM’s

retail customers as shown in PNM Exhibit SAT-2 WP Fuel-3: Test COS, Column

X, Lines 8-29.

II. SUMMARY OF KEY CONCLUSIONS

WHAT ARE YOUR KEY CONCLUSIONS?

Overall, I have concluded, first, that $217,655,764 is a reasonable estimate of Test
Period Fuel-Retail for October 1, 2015 through September 30, 2016. Second, it is
reasonable and appropriate to include fuel handling and purchased spinning reserves in
the FPPCAC calculation. Third, the Base Fuel Rate of $0.$0.02128/kWh set in
NMPRC Case No. 10-00086-UT should not be changed. Fourth, upon a final order in
NMPRC Case No 13-00390-UT that enables the ownership restructuring at San Juan
Generating Station (“SJGS”) and the implementation of the coal supply agreement with
Westmoreland Coal Co., the fuel cost to retail customers will drop by approximately
$43 million in 2016. Fifth, the use of PROMOD for calculating the Test Period Fuel is
appropriate. PROMOD 1V is a proprietary third-party production costing dispatch
model (“PROMOD?) that is available for use only by persons that have a license with
ABB Enterprise Software (formally Ventyx, Inc.). A fully functional model for

calculating fuel in downloadable, executable spreadsheets is not practical given the data
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intensity required to forecast fuel. Forecasting fuel requires hourly calculations that rely
upon numerous assumptions regarding market and gas prices, load, plant availability

and reserve requirements. PNM will rerun its program for input changes reasonably

required by the Commission’s staff or intervenors.

HI. BASE PERIOD AND ADJUSTED BASE PERIOD FUEL COST

WHAT ARE THE FUEL COMPONENTS IN CUSTOMER RATES?

There are two fuel rate components in customer rates. The Base Fuel Rate is
included in base rates and does not vary between rate cases as it is established in
general rate cases. The FPPCAC Rate is set annually and updated quarterly.
Under the FPPCAC, fuel and purchased power costs that are above the costs
included in the Base Fuel Rate are recovered soon after they are incurred;
conversely, when costs are lower than included in Base Fuel Rate, the difference

is promptly credited to customers.

The Test Period Fuel-Retail in this case is a combination of costs that will be
collected through Base Fuel Revenue and the projected FPPCAC Revenue. PNM
is not proposing a change in the current average Base Fuel Rate 0f$0.02128/kWh.
The projected FPPCAC rate included in the Test Period will be discussed later in
my testimony. The continuation of the FPPCAC was approved by the
Commission in NMPRC Case No. 13-00187-UT; therefore in accordance with

Rule 550, 17.9.550.17 NMAC, it is not addressed in this case.



10

11

12

13

14

15

16

17

18

19

20

DIRECT TESTIMONY OF
SUSAN A. TAYLOR
NMPRC CASE NO. 15-00261-UT

WHAT FUEL COST IS INCLUDED IN THE UNADJUSTED BASE
PERIOD?

The unadjusted Base Period fuel costs are based on PNM’s books and records for
the Base Period. This total Base Period fuel cost was collected through the Base
Fuel Revenue and the FPPCAC Revenue. It does not include costs collected
during the Base Period associated with deferred under-collected amounts that
occurred prior to April 1, 2014. The Unadjusted Base Fuel-PNM was

$211,699,257 as shown in PNM Exhibit SAT-2 WP Fuel-1: Base COS, Column

C, Line 29.

WHAT BASE PERIOD ADJUSTMENTS TO FUEL AND FUEL RELATED
COSTS HAVE BEEN MADE TO THE UNADUSTED BASE PERIOD?

Base Period adjustments for fuel and fuel related costs include a portion of the
San Juan coal mine fire insurance refund, costs associated with arbitration of
SJGS coal costs, costs associated with fixed gas transportation charges, removal
of costs associated with Economy Service, and the removal of the difference
between the actual fuel expense and the revenues collected in the Base Period
(“FPPCAC Deferral”). The total Base Period reduction of $54,970,056 is shown

in PNM Exhibit SAT-2 WP Fuel-5: Base Period Adjustments.
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WHY HAVE THE SJGS RELATED FUEL COSTS BEEN ADJUSTED IN
THE BASE PERIOD?
The SJGS coal related adjustments are for one-time items that will not recur and
were removed so the Base Period costs are more representative of on-going costs.
The insurance refund is associated with the coal mine fire and recovery period
that occurred in 2011 and 2012. The costs that were the subject of the arbitrati(;n

occurred during the period 2006 through 2009. The cost detail is provided in

PNM Exhibit SAT-2 WP Fuel-5: Base Period Adjustments.

WHY HAVE YOU ADJUSTED THE BASE PERIOD FIXED GAS
TRANSPORTATION COSTS?

During the second quarter of 2015, PNM entered into a new contract with El Paso
Natural Gas for tranéportation service to PNM’s southern New Mexico gas plants.
The rate in the new contract is lower than the previous contract. The adjustment
normalizes the Base Period fuel costs to the new contract rates. The calculation
of the contract costs' is pfovided in PNM Exhibit SAT-2 WP Fuel-8: Fixed Gas

Transportation.

WHY HAVE YOU REMOVED THE COST ASSOCIATED WITH
ECONOMY SERVICE FROM THE BASE PERIOD?
The specific purchased power costs for Economy Service are directly assigned to

one customer. The margin from the transaction with this customer is passed
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through rates as a revenue credit. Refer to the testimony of PNM Witness

Monroy and PNM Exhibit HEM-4 WP RC-1 for further explanaﬁon.

WHY HAS THE FP-PCAC DEFERRAL BEEN REMOVED FROM THE
BASE PERIOD? ’

The FPPCAC Deferral is the difference betwéerni fﬁel revenue collected 'frdm
customers and the arlctual cost to serve customers in the Base Period. It is not a
cost of fuel that occurred in the period and is removed so the Base Period Fuel-

Retail reflects the actual cost to serve. The total amount removed, $19,020,883, is

shown on PNM Exhibit SAT-2 WP Fuel-5: Base Period Adjustments.

WHAT IS THE AMOUNT OF NEW MEXICO RETAIL CUSTOMERS’
FUEL COST THAT IS INCLUDED IN THE ADJUSTED BASE PERIOD?

The New Mexico Retail customers’ fuel cost, net of off-system sales, included in
the Base Period Fuel-Retail is $230,895,821 as shown in PNM Exhibit SAT-2 WP
Fuel-1: Base COS, Column I, Lines 8-29. Baséd on the Base Period load of
8,286,777,448 kWh, the result in an average fuel costs to customers is

$0.027863/kWh.
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IV. TEST PERIOD AND ADJUSTED TEST PERIOD FUEL COST

PLEASE DESCRIBE THE PROCESS USED TO DEVELOP THE FUEL

FORECAST FOR THE LINKAGE DATA AND TEST PERIOD.

" PNM utilizes PROMOD as the basis for forecasts of fuel, purchased power

energy and off-system sales. The output from PROMOD is combined with

additional data described below to develop the fuel forecast.

WHAT IS THE PURPOSE OF USING PROMOD?

Because of changes from year-to-year in various factors that affect fuel cost, such
as planned outages, forced outages, fuel prices, load and market prices the best
way to forecast future costs is to define the assumptions that drive future costs and
simulate the dispatch of the generating system under those conditions. PROMOD
simulates the actual hourly dispatch used to operate the real-time system to meet
the fotal system load including losses and reserve requirements. System load
data, market pricing data, system constraints, and plants’ and transactions’
characteristics are inputs to the model. For each hour the model evaluates the
resources that are on-line, the resources that are available to dispatch and the
market price of purchases and selects the most economic option to serve the load
each hour. If in any hour the model determines there will be economic power
available in excess of what will be needed to serve load and losses, the model will
generate an estimate of market sales for that hour. In addition, PROMOD uses a

“pipeline” model to account for the impact of transmission constraints on the
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economic outcome.. PNM Exhibit. SAT-3 WP Input-1 is a diagram of how the

model is set up to capture the operating characteristics of PNM’s system and the

transmission constraints used. Inputs used in thé modeling are discussed later in

. my testimony.

HOW DID YOU SET THE FUEL COST FOR THE TEST PERIOD?
The Test Period fuel cost reflects the expected fuel costs, market prices and load

for the period October 1, 2015 through September 30, 2016.

WHAT IS THE UNADJUSTED TOTAL TEST PERIOD FUEL BASED ON
THE PROMOD SIMULATION?

The total Company Unadjusted Test Period Fuel based on the PROMOD
simulation is $194,302,057. PNM Exhibit SAT-2 WP Fuel-3: Test COS, Column
O, Lines 8-29 provides a summary of the results and the calculation of the fuel

cost.

HOW DOES THIS COST COMPARE TO THE TOTAL COMPANY
ADJUSTED BASE PERIOD FUEL COST?

The comparable Base Period Fuel-PNM, which includes PNM’s Wholesale
customers and excluded costs;, shown in PNM Exhibit SAT-2 WP Fuel-1: Base
COS, column H, Lines 8-29 is $209,233,260. The Unadjusted Test Period Fuel is
based on the PROMOD simulation is approximately $15 million lower than the

Base Period Fuel- PNM.

10
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WHAT ARE THE MAIN DRIVERS FOR THE REDUCTION?

'The main drivers include higher utilization of base load resources, forecasted

lower costs of gas, and increased contribution of energy from renewable

resources.

DO YOU ADJUST THE OUTPUT FROM PROMOD TO REMOVE THE
IMPACT OF LEAP YEAR?

Yes. The Test Period Fuel-PNM was adjusted to remove the impact of having
February 29, 2016 in the forecast to normalize the Test Period. The adjustment
has been made based on an average day for the year. This calculation is provided

in PNM Exhibit SAT WP-7: Leap Year.

ARE THE COST COMPONENTS OF BASE PERIOD FUEL-RETAIL IN
THE ADJUSTED BASE PERIOD THE SAME AS THE COMPONENTS
CURRENTLY INCLUDED IN BASE FUEL RATE AND FPPCAC RATE?

Yes. PNM has not made any changes to the cost components in Base Period Fuel-
Retail. As shown in PNM’s current Rate Rider 23, the current cost components
include: FERC Accounts 501.0 — Coal; 501.2 - Natural Gas Purchases; 501.4 —
Oil Consumption; 518.0 — Nuclear; 547.0 — Gas Purchases; 555.0 — Purchased
Power; 447.0 — Sales for Reséle. (Ninety percent (90%) of off-system sales
margins shall be credited to customers effective July 1, 2013 through December
31, 2016 and 100% of off-system sales margins shall b(; credited to customers

effective January 1, 2017.).

11
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IS PNM REQUESTING TO INCLUDE NEW COST COMPONENTS IN
TEST PERIOD FUEL-RETAIL? |

Yes. PNM is requesting the inclusion of coal and nuclear fuel handling expenses
and the purchase and sale of spinning reserves in the determination of Test Period
Fuel-Retail. Coal handling expenses are currently recorded in FERC account 501
and nuclear fuel handling expenses are currently recorded in FERC account 518,
but both of these components have previously been recovered through non-fuel
base rates, and not as a component of base fuel. Purchase of spinning reserves is
currently recorded as purchased power expense in FERC account 555 and has also
previously been recovered through non-fuel base rates. The sale of spinning
reserves is currently recorded in FERC account 447 and has been excluded from

off-system sales passed through the FPPCAC to match the treatment of purchased

spinning reserves.

DOES NMAC 17.9.550 ALLOW THE NEW COST COMPONENTS TO BE
ADDED TO BASE FUEL?

Yes. Fuel handling, fuel disposal and ash disposal (collectively referred to as “fuel
handling costs”) and purchase of Spinning Reserves are recorded in fuel accounts
as defined by the FERC Uniform System of Accounts and are generally
éonsidered to be components of fuel costs. NMAC 17.9.550.20 (“Rule 550™)
provides the FERC accounts that are allowed in the fuel and purchased power cost
calculation. Section II of Rule 550 includes FERC Accounts 501 and 518 which

consists of fuel handling, fuel disposal and ash disposal. Section II 2.A of Rule

12
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550 also contemplates inclusion of spinning reserves. It identifies FERC Account

555 which includes purchase of spinning reserves.

WHY IS PNM REQUESTING INCLUSION OF FUEL HANDLING COSTS
AS A COMPONENT OF TEST PERIOD FUEL-RETAIL?

Historical analysis shows that fuel handling costs are tied to the use of fuel in the
production of energy and fluctuate periodically with the amount of energy
produced by the generating facility. These costs vary directly with the quantity of
fuel used in the production of energy. Inclusion of fuel handling expenses in Test
Period Fuel will ensure that future changes in these costs, either increases or
decreases, will pass through to customers on a timely basis through FPPCAC
Rate. One example of changes to fuel handling expenses relates to nuclear fuel
handling storage expenses. The issue of nuclear spent fuel storage is an industry-
wide issue and wuntil this matter is resolved, PNM no longer has to pay for

permanent nuclear fuel storage as part of its monthly fuel expense.

Inclusion of fuel handling costs in base fuel will ensure that customers are only
charged for actual fuel-related charges that are incurred and are not required to
pay costs that are no longer being incurred because they were embedded in non-

fuel base rates.

13
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WHY IS PNM REQUESTING INCLUSION OF PURCHASE AND SALES
OF SPINNING RESERVES AS A COMPONENT OF TEST PERIOD
FUEL-RETAIL?

The purchase of spinning reserves is a dispatch decision based on the economics
of available generation. The source and cost of spinning reserves vary from
month to month and are unpredictable similar to other fuel costs. To assure the
customers pay the proper amount for reserves, no more and no less, these costs
should flow through the FPPCAC. The decision to purchase spinning reserves or
to self-provide from PNM’s generating fleet is made on a daily basis. Whether the
cost of spinning reserves is associated with the generating fleet or purchased from
the market, the inclusion of spinning reserves in the FPPCAC ensures that
customers receive the full benefit of the economics. If the purchase of spinning

reserves is included as a component of base fuel then it is appropriate to also

include the sale of spinning reserves.

WHAT IS THE IMPACT OF INCLUDING FUEL HANDLING AND
SPINNING RESERVES IN TEST PERIOD FUEL-PNM?
The total company impact is to increase fuel and purchased power expenses by

approximately $14.4 million.

14
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WHAT ADDITIONAL ITEMS ARE INCLUDED IN TEST PERIOD FUEL-
RETAIL?
PNM has included the amortization of the Palo Verde DOE Settlement regulatory

liability and revenue from the Jicarilla wholesale contract in the calculation of

Test Period Fuel-PNM.

WHAT IS THE AMORTIZATION OF THE PALO VERDE DOE
SETTLEMENT?

As discussed by PNM Witness Monroy, PNM is requesting that the Commission
establish a regulatory liability for settlemeénts received from the DOE related to
the handling of nuclear spent fuel for Palo Verde Units 1 and 2. Since PNM is
requesting that fuel handling costs be included as a component of Test Period
Fuel-Retail, PNM would also propose that these credits be refunded to customers
through Test Period Fuel-Retail. PNM’s customers will receive the benefit
through the FPPCAC rates set with the implementation of rates from this case.

PNM proposes to refund these credits over a 24 month period and the first year

-refund is included in the Test Period as shown in PNM Exhibit SAT-2 WP Fuel-3:

Test COS, Column R.

15
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WHY IS THE REVENUE FROM THE JICARILLLA WHOLESALE
CONTRACT BEING INCLUDED IN THE TEST PERiOD FUEL;RETAIL
CALCULATION?

PNM has adjusted the Test Period allocators to reflect the anticipated termination
of this contract as discussed by PNM Witness Ortiz. This results in the costs
previously assigned to the Jicarilla contract to be allocated to New Mexico Retail
and remaining FERC customers. To compensate all remaining customers for the

increased cost, the revenue from the Jicarilla contract will be passed through the

fuel clause until the contract is actually terminated.

HAVE COSTS ASSOCIATED WITH ECONOMY SERVICE BEEN
REMOVED FROM TEST PERIOD COSTS IN THE SAME MANNER AS
IN THE BASE PERIOD?

Yes.

WHAT IS THE PROJECTED FUEL EXPENSES IN THE ADJUSTED
TEST PERIOD REVENUE REQUIREMENTS?

The projected Test Period Fuel-Retail is $217,655,764. PNM is not proposing to
reset the Base Fuel Rate. Based on this Base Fuel Rate and the Test Period
forecast, the resulting FPPCAC Rate is $0.004994/kWh. Refer to PNM Exhibit

SAT-2 WP Fuel-3: Test COS, Column X.

16
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WHY IS PNM RECOMMENDING THE BASE FUEL RATE REMAIN
UNCHANGED?

As discussed later in my testimony, the implementation of the new coal contract
and the San Juan restructuring agreement will result in the cost of fuel being
reduced as shown in PNM Exhibit SAT-2 WP Fuel-13: New Coal Contract.
Since the cost reduction due to the new coal contract will offset other increased

costs and variability in assumptions incorporated in the FPPCAC Rate, it is

reasonable to not reset the Base Fuel Rate.

WHEN WILL THE FPPCAC RATE BE RESET?

Through the final compliance filing in this case, the FPPCAC Rate will be reset
following a final order in this case in accordance with Rider 23 — Fuel and
Purchased Power Cost Adjustment Clause (“Rider 23°). A redlined version of

Rider 23 is provided as an exhibit to the testimony of PNM Witness Aguirre.

WHAT WILL BE INCLUDED IN THE COMPLIANCE FILING?

Through its compliance filing, PNM will update the existing FPPCAC Rate to

include any changes in components that are approved in this case including loss

factors, but will leave all other elements of the annual forecast unchanged
consistent with Rider 23. PNM will also updafe any pending FPPCAC Rate

filings that are awaiting approval by the Commission in the same manner.

17
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V. FUEL RELATED COSTS

ARE THERE ANY FUEL-RELATED COSTS THAT ARE INCLUDED IN
SCHEDULE H-1 SUPPORTED BY PNM WITNESS MONROY, BUT
THAT ARE NOT USED IN THE CALCULATION OF BASE FUEL?

Yes, there are two categories of fuel-related expenses that are not in PNM’s Test
Period fuel calculation and are not a part of PNM’s proposed FPPCAC that I will
address. These are costs associated with fixed gas transportation and demand-
related costs associated with the Valencia PPA. These costs are fixed by contract
and do not fluctuate significantly over time. As such these costs are not recovered

through the Test Period Fuel, but are recovered through base rates.

HOW DID PNM FORECAST THE FUEL-RELATED COSTS IN THE
TEST PERIOD?
Fuel-related costs in the Test Period were forecasted as follows:

e (as transportation costs are projected based on current contracts for
delivery of gas to PNM gas fired generation plants. The volume needed is
based on the expected dispatch of PNM’s gas units. Current contract rates
for delivery are used to calculate the projected costs. In addition, PNM is
forecasting the need to acquire firm transport to ensure reliability of gas
supply to its generation fleet and is also projecting an additional gas

transportation contract to serve the La Luz facility. This is discussed in

18
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more detail by PNM Witness Chris Olson. See PNM Exhibit SAT-2 WP
Fuel-8: Fixed Gas Transportation.
e Valencia Demand Payments — Valencia demand charges are based on
contract rates and capacity. The prices are indexed and based on the
current forecast. PNM is not projecting a change from the Base Period.

Additionally, the Valencia contract requires PNM to pay the property tax

on that facility and those costs are based on the Base Period cost.

DOES THE TEST PERIOD FUEL-RETAIL INCLUDE THE IMPACTS OF
THE NEW COAL AGREEMENT AND THE SJGS RESTRUCTURING?

No, it does not. As discussed by PNM Witness Ortiz, the Test Period Fuel-Retail
are based on SJGS agreements, including the currently SJGS coal supply
agreement, that are in place today. However, PNM has taken into account that the
Commission could approve PNM’s pending request to acquire 132 MW of
replacement power from SJGS Unit 4, which would result in reduced coal pricing
under a new coal supply agreement that would go into effect beginning January 1,
2016 by providing the impact on the cost of fuel that could result from

Commission approval in that case.

WHAT WOULD BE THE IMPACT TO THE TEST PERIOD FUEL-
RETAIL IF THESE TRANSACTIONS WERE INCLUDED?
The Test Period Fuel-Retail would decrease by approximately $43 million if the

new coal and San Juan restructuring agreements were included in the forecasted
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cost. The calculation of this savings is provided in PNM Exhibit SAT-2 WP

Fuel-13: New Coal Contract.

WHAT IS THE IMPACT TO CUSTOMERS OF THE CHANGE TO THE
TEST PERIOD FUEL-RETAIL?

Customers will receive the benefit of these transactions through the FPPCAC
Rate. The $43 million projected annualized savings is projected result in a

decrease in the FPPCAC Rate of $0.005175/kWh.

DID YOU INCLUDE THE IMPACTS OF THE NEW COAL AGREEMENT
AT FOUR CORNERS IN THE TEST PERIOD?

Yes. Effective July 1, 2016, coal rates for Four Corners increased based on the
new agreement and were modeled starting on this date. This increased cost of coal
will be recovered through the FPPCAC. Annualization of the contract costs will
therefore increase the Test Period Fuel-Retail by $3.6 million, which equates to an

increase of $0.000434/kWh.
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VL. PROMOD MODEL INPUTS

HAVE YOU PROVIDED THE INPUT DATA FOR THE PROMOD
SIMULATION USED TO DEVELOP THE FUEL COST FOR THE
LINKAGE DATA AND TEST PERIOD?

Yes. PNM Exhibit SAT-3 includes all input data except those inputs that define
the format of the model output reports, data not used in PNM’s system simulation
(e.g. pump storage related items) and data to necessary to control model

operations (e.g. start and end dates of the simulation).

WHICH OF THE GENERATING UNIT DATA INPUTS WOULD YOU
CONSIDER KEY TO THE DISPATCH RESULTS?

Economic system dispatch each hour starts with must run or must take units first,
then the lowest cost resource that is available and builds a portfolio of resources
to meet the load in the hour. When a unit is out of service for any reason it will
be replaced with a resource with a different cost. Therefore, for each generating
unit the key inputs that vary between dispatch scenarios would be planned outages
and forced outage rates which directly impact the availability of the unit.
Generating unit data is provided in PNM Exhibit SAT-3 WP Input-2: Generating

Units and WP Input-3: Heat Rates.
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WHAT LOAD FORECASTS ARE USED IN PROMOD SIMULATIONS?
Load forecast data for retail load and system losses are input in as hourly data for
all years. The load forecast is a key driver to the development of the Test Period
Fuel-PNM as the dispatch of resources is determined by the load to be served.
Changes in the load forecast will result in a different resource mix needed to meet

the load and a different cost. A monthly summary of the hourly load forecasts

have been provided in PNM Exhibit SAT-3 WP Input-4: Monthly Summaries.

WHAT LOAD FORECAST HAS BEEN USED IN PROMOD FOR THE
PURPOSE OF DEVELOPING THE FUEL FORECAST FOR THE
LINKAGE AND TEST PERIODS?

PNM’s load forecasting group provides the hourly retail forecasts that include
system losses. The underlying assumptions and methodology for these forecasts

are sponsored by PNM Witness Faruqui.

HOW ARE THE HOURLY MARKET PRICES THAT ARE USED IN
PROMOD DETERMINED?

PNM selects a day (7/1/2015 for the linkage and Test Periods) near the time the
forecast simulation is made and uses the monthly New York Mercantile Exchange
(“NYMEX™) future price index to develop the gas price forecast. The
Intercontinental Exchange (“ICE”) is the source for future power prices along
with regional location spreads to develop the monthly Palo Verde power price

forecast. NYMEX is a commodity futures exchange and the futures prices are
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what the market is willing to pay on that day for the specific commodity. ICE is a
regulated exchange and clearing house for financial and physical commodity
markets. These monthly prices are shaped into daily and hourly formats based on
historical data. It is the resulting shaped hourly prices that are input to PROMOD.

A monthly summary of the hourly data is provided in PNM Exhibit SAT-3 WP

Input-4: Monthly Summaries.

WHAT WOULD BE THE IMPACT TO THE TEST PERIOD FUEL
FORECAST IF THE MONTHLY MARKET PRICES CHANGE FROM
WHAT IS FORECASTED?

The market prices are used to determine what sales can be made economically
from excess energy and the price that purchases can be made more economically
than running generation resources. Changes in the market prices will impact the
volume and revenue from off-system sales that are credited to the Test Period fuel
calculation. Changes to the price of purchased power could change economic
dispatch order and the cost to serve load that is included in the Test Period fuel

calculation.

WHAT FUEL FORECASTS ARE USED IN PROMOD?

There are individual monthly fuel forecasts for each coal plant and Palo Verde.
The monthly gas prices are projected using the market based pricing described
above plus costs to get to eac.h generating plant. PNM Exhibit SAT-3 WP Input-5

Fuel Cost contains a summary of all of the monthly fuel costs used in PROMOD.
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HOW IS THE SAN JUAN COAL PRICE DEVELOPED?
Based on the budget from the coal company, coal quality, projected inventory and
reclamation costs, PNM’s fuels group produces a forecast of annual coal costs in
$/MMBtu for input to the model. The forecast provides a price for both base and
incremental coal based on the terms of the Interim Invoicing Agreement (“I1A”).
The input to PROMOD is the incremental fuel price and the calculation of total
fuel using base and incremental costs is calculated outside of the model. PNM
Witness Olson supports this forecast. A summary of the costs included in the San

Juan coal forecast is included in PNM Exhibit SAT-3 WP Input-6: SJGS Coal

Pricing.

HOW IS THE FOUR CORNERS COAL PRICE DEVELOPED?
The annual Four Corners coal. price is provided by Arizona Public Service
Company (“APS”) as a part of the annual budget approved by all participants.

PNM Witness Olson supports this forecast.

DOES APS ALSO PROVIDE THE NUCLEAR FUEL FORECAST?

APS provides the capital costs for purchase, processing and enrichment of
uranium. PNM converts this information into the monthly amortization cost that
is used in the model for nuclear fuel expense. A summary of the costs included in
the Palo Verde fuel forecast is included in PNM Exhibit SAT-3 WP Input-7:

Nuclear Fuel Detail.
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IS THE MONTHLY GAS PRICE FORECAST DESCRIBED ABOVE THE
ONLY COST INCLUDED IN PROMOD FOR THE COST OF FUEL AT
THE GAS PLANTS?

No. It is necessary to add variable transportation costs and taxes in order to
include all costs in the variable cost of gas to the generator. For the Permian
basin gas, these costs include a fixed transportation usage charge of $0.0274/per
MMBtu, a variable fuel charge of 2.2% and New Mexico Compensation Tax of
5.12%. For the San Juan basin gas, these costs include a fixed transportation
usage charge of $0.29/per MMBtu, a variable fuel charge of 2.5% and New

Mexico Compensation Tax of 5.12%. The development of the gas prices is

depicted in PNM Exhibit SAT-3 WP Input-8: Gas Pricing Detail.

WHY ARE THE FIXED GAS TRANSPORTATION COSTS NOT
INCLUDED IN THIS FUEL COST?

In PROMOD, the cost that drives the dispatch is the incremental cost to serve the
next MW of load. The fixed transportation costs will be paid whether or not the

plant runs so it is not appropriate to include that cost in the dispatch decision.

WHY ARE FUEL PRICES KEY DRIVERS TO THE DEVELOPMENT OF
TEST PERIOD FUEL-PNM?
The fuel price combined with the heat rate for each unit determines the placement

of that unit in the economic dispatch order. As the prices change the economic
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order is impacted and the resulting system dispatch will have a different cost of

fuel, purchased power and off-system sales.

WHAT TYPES OF TRANSACTIONS ARE INCLUDED IN THE PROMOD
SIMULATION?

There are both purchase and sales specific transactions and market based
transactions in a PROMOD simulation. The details of these transactions are
provided in PNM Exhibit SAT-3 WP Input-9: Transactions. Transactions are used
to define the role of specific purchased power contracts in the dispatch of the
system and specific sales in the wholesale market. Market based transactions are
an output of the simulation based on the economics of market based purchases

and sales.

WHAT SPECIFIC PURCHASES ARE INCLUDED THE SIMULATION
USED TO DEVELOP THE TEST PERIOD FUEL-PNM?

The specific purchases include New Mexico Wind Energy Center (“NMWEC”),
Red Mesa Wind, LLC (“Red Mesa”), Lightning Dock Geothermal HI-01, LLC
(“Geothermal”), outage coverage for Palo Verde 3 (“PV3 outage™). This includes
utility scale solar only as customer owned solar is included in the retail load
forecast. The inputs for these transactions include the hourly generation profile
for the renewable generation. A monthly summary of these inputs is included in
PNM Exhibit SAT WP Input-4-Monthly Summaries. For NMWEC and PV3

outage purchase, the cost of the transaction is also included. The cost associated
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with the remaining renewable. energy is included in either PNM’s Renewable
Energy Rider or PNM base rates so only the energy is included in PROMOD and

is modeled as must take energy at the lowest level in economic dispatch

modeling.

WHAT SPECIFIC SALES ARE INCLUDED IN' THE TRANSACTION
INPUT?

The FERC firm wholesale customers and sales from Palo Verde 3. The FERC
firm wholesale customers inputs iﬁclude an hourly load sﬁape and the energy rate
adjusted for losses. A monthly summary of the demand and energy for FERC
Wholesale customers is included in PNM. Exhibit SAT-3 WP Input-9:
Transactions. Monthly wholesale transactions are based on actual executed sales
or sales that are projected to be made. These transactions include sales from Palo
Verde 3 for the linkage and Test Periods and do not impact the retail fuel forecast.

Hourly market sales are a model output rather than a model input.

HOW ARE THE MARKET BASED TRANSACTION DETERMINED?

The hourly simulation determines if market purchases are the most. economical
way to serve load and, if so, creates a market purchase transaction. Similarly, if
there is excess generation available in an hour that is economic to sell into the
market, a market sales transaction is created. This creates the system economics

. v \ . . ”
and creates intercompany transactions discussed below.
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HOW ARE OPERATING RESERVES DEFINED IN PROMOD?

There are two different ways reserves are modeled in PROMOD. First, spinning

and non-spinning contingency reserves are defined as a model input and second,

. specific unmits are limited to output below maximum capacity to reflect

curtailments needed for regulation of the system.

HOW DOES PROMOD SIMULATE SPINNING AND NON-SPINNING
RESERVES?

For the reserve requirements, PNM sets a specific MW per hour by sub-period in
the model. The plants that are available to provide spinning are defined (see
PNM Exhibit SAT-3 WP Input-2: Generating Units) and the model determines
the most economic option for providing the reserves in each hour. The spinning
and non-spinning reserve requirements are included in PNM Exhibit SAT-3 WP
Input-10: Reserves. -

WHY ARE SPECIFIC UNITS MODELED WITH LIMITED OUTPUT TO
PROVIDE REGULATION RESERVES?

PROMOD does not specifically model regulation reserves as it does spinning
reserves. Any regulating costs are implicit in the model and will be included in

total fuel cost. When PNM does not have any gas generation on-line (usually

.occurs in the off-peak hours), it is necessary to limit base load units to provide

necessary regulation for wind energy and load variations. This is consistent with

actual system operations.

1
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WHY ARE RESERVES A KEY INPUT TO THE DISPATCH MODEL?
Spinning, non-spinning and operating reserves are necessary in system operations
to insure there is adequate generation available to meet load if there is an
unanticipated outage at a generating unit. Holding back resources for this purpose

results in a change in the resources available to serve load and a change in the

cost.

DOES THE OUTPUT FROM PROMOD FLOW DIRECTLY TO THE
FUEL COST CALCULATION?

Generally most energy costs and off-systems sales revenue flow to the fuel cost
calculation from the PROMOD simulation. The exceptions to that are SIGS coal
costs, pricing of intercompany transactions and calculation of the off-system sales

margin retained by the shareholder.

WHY IS THE SAN JUAN COAL COST MODIFIED FROM THE
PROMOD OUTPUT?

PROMOD input only allows one price for each fuel utilized by a generation
facility. The current San Juan coal agreement is a cost-plus contract but through
the ITA the price of coal bumed at San Juan is invoiced based on a “base price”
associated with a minimum tonnage burn requirement and a lower “incremental
price” associated with burn above the minimum requirement. Due to the one fuel
price restriction; PNM uses the incremental price for dispatch purposes and the

total SJIGS fuel costs originating directly from PROMOD must be changed to
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account for the base price. Since the base tonnage and cost is a take-or-pay
minimum requirement, it will be paid regardless of what is actually burned at the

plant and, therefore, should not be used in the system dispatch. This impact of the

base coal cost is calculated and added to the costs from PROMOD.

WHAT IS THE INTERCOMPANY PRICING AND WHY IS IT
MODIFIED OUTSIDE OF PROMOD?

PNM uses companies as defined in PROMOD to capture the different regulatory
entities (NMPRC, FERC, and Excluded) within PNM’s overall system.
PROMOD economically dispatches the total system and creates transactions
between the different regulatory entities to keep the system in balance. For
transactions between different entities, PROMOD uses an accounting mechanism
based on incremental/decremental dispatch costs of the marginal resource. Under
PNM’s approved FPPCAC calculation methodology, energy transfers between
these entities are valued at a Four Corners hourly index price. PNM utilizes a
Microsoft® Excel spreadsheet to change the hourly pricing of intercompany
transactions to use an hourly index price instead of PROMOD’s standard

accounting..

WHY IS THE OFF-SYSTEM SALES MARGIN CALCULATED OUTSIDE
OF PROMOD?
PROMOD does not calculate the margin for off-system sales. PNM utilizes an

Excel spreadsheet along with hourly PROMOD output data to determine what the

30



10

11

12

13

14

15

16

17

18

19

20

21

22

23

DIRECT TESTIMONY OF
SUSAN A. TAYLOR
NMPRC CASE NO. 15-00261-UT
margins on retail off-system sales are expected to be using a similar method to
what is done for actual margin sharing calculations. A monthly summary of the

hourly data is provided in PNM Exhibit SAT-3 WP Input-4: Monthly

Summaries.

ARE THERE OTHER INPUTS TO THE FORECASTED COST OF FUEL
THAT SUPPLEMENT THE OUTPUT FROM PROMOD?

Yes. There is additional, non-dispatch related data that is used to determine the
final fuel forecast. This data provides non-dispatch related costs and credits to the

fuel forecast.

WHAT NON-DISPATCH RELATED COSTS ARE IN THE FUEL
FORECAST?

The non-dispatch related costs include additional costs and credits to the fuel
clause for the DOE Credit, the margin from off-system sales retained by
shareholders, the cost of purchased spinning reserves and fuel handling expense.

These have all been discussed earlier in my testimony.

WOULD IT BE REASONABLE TO PRODUCE A FULLY FUNCTIONAL

- MODEL FOR THIS ASPECT OF THE COST OF SERVICE?

No. PROMOD is a complex, dispatch decision making model that cannot be
effectively replicated in a fully functional, downloadable spreadsheet type

environment. PROMOD provides valuable information on the dynamics of
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serving load through its ability to determine the effects of transmission
congestion, fuel costs, generator availability, and load growth. PROMOD

performs an 8760-hour commitment and dispatch that minimizes costs within the

constraints that have been defined.

Because of the complex program used to develop fuel costs under different
scenarios and pricing, PNM will provide the outcome of new forecasts based on
requested changes to the inputs in a form similar to PNM Exhibit SAT-2 WP

Fuel-3, columns W and X.

VII. CONCLUSION

PLEASE SUMMARIZE YOUR CONCLUSIONS WITH REGARD TO THE
PROPOSED BASE FUEL AND FPPCAC RATES.

PNM overall fuel and purchased power costs are reasonable, and the forecast of
these expenses for the Test Period are based on industry-accepted pricing and
modeling. The proposed Base Fuel Rate is reasonably set at $.02128/kWh, and is
unchanged from the current Base Fuel Rate. The FPPCAC Rate is designed to
recover the additional forecasted expenses not recovered through the Base Fuel
component of base rates. The FPPCAC Rate will be adjusted in accordance with
PNM’s Commission—‘approved' FPPCAC to reflect actual fuel and purchased

power expenses that are either below or above the Base Fuel Rate.
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I Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

2 A Yes.

GCG#520335
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Name: Susan A. Taylor
Address: PNM Resource Inc.
Alvarado Square
Albuquerque, NM 87158
Position: Manager, Utility Margin
Education: B.S., Mathematics, University of New Mexico, 1973
Employment: Employed by Public Service Company of New Mexico since 1986.
Positions held within the Company include:
Manager, Gross Margin
Director, Cost of Service
Director of Energy Resources Business Analysis
Director of Generation Planning and Market Assessment
Manager of Planning and Modeling
Manager of Production Modeling
Senior Financial Analyst
Testimony Filed:
Regulatory Docket
Proceeding Body Number
In the Matter of the Joint Complaint and NMPUC 2812
Petition by the City of Gallup, Gallup
Joint Ultilities and the Pittsburg & Midway
Coal Mining Co. for Declaratory Order
Regarding Service Status and Abandonment
Of Facilities
In the Matter of the Commission’s NMPUC 2761
Investigation of the Rates for the Electric
Service
In the Matter of the Application for NMPUC 2736

Approval of Real-Time Pricing,
Enhanced Time-of-Use and
Interruptible Rates under Rider 10 and 11
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In the Matter of the City of Albuquerque NMPUC 2782
To Institute Retail Pilot Load Aggregation
Program and Its Request for Related

In the Matter of Continued Use of NMPUC 2492
PNM’s Fuel and Purchased Power
Cost Adjustment Clause

In the Matter of the Abandonment NMPUC 2530
of Prager, Santa Fe and Person
Generating Station

In the Matter of the Sale of an NMPUC 2553
Undivided Interest in San Juan

Generating Station Unit 4 to Utah

Associated Municipal Power Systems

In the Matter of PNM’s transition plan NMPRC 3137
Pursuant to the Electric Utility Industry

Restructuring Act of 1999 — Part 111

Transition Plan

In the Matter of PNM’s transition plan NMPRC 3137
Pursuant to the Electric Utility Industry

Restructuring Act of 1999 — Part 11

Testimony in Support of Merchant Plant

In the matter of the application of PNM NMPRC 07-00077-UT
for revision of its retail electric rates
pursuant to advice notice No. 334

In the matter of the Commission NMPRC 08-00229-UT
Inquiry into PNM’s Voluntary Renewable
Energy Program

In the matter of the application of PNM NMPRC 08-00273-UT
for revision of its retail electric rates
pursuant to advice notice No. 352
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PNM Exhibit SAT-2: Monthly Base Period Fuel Cost and Related Statistics

Is contained in the following 8 pages.
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PNM Exhibit SAT-2: Fuel Related Base Period Adjustments

Is contained in the following 1 page.
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i A B C D E
1 |PNM Exhibit SAT-2
2 |WP Fuel-5: Base Period Adjustments
3 |Manual Inputs
4
San Juan Arbitration | San Juan Arbitration
Adjustment-in 501000 | Adjustment-in 501099
SanJuan Coal Mine | account-included in account excluded in
5 100% PNM Share Fire FAC FAC Total Adjustment
6 Apr-14 (26,806) {26,806)
7 May-14 827,366 1,589,657 2,417,023
8 Jun-14 85,780 85,780
9 Jul-14
10 Aug-14
11 Sep-14
12 Oct-14
13 Nov-14
14 Dec-14
15 Jan-15
16 Feb-15
17 Mar-15
18 Total (26,806) 827,366 1,675,437 2,475,997
19
San Juan Arbitration | San Juan Arbitration
Adjustment-in 501000 | Adjustment-in 501099
San Juan Coal Mine | account-included in account excluded in Total NIMPRC Share
20 NMPRC Share-92.93% Fire FAC FAC Adjustment
21 Apr-14 (24,911) (24,911)
22 May-14 768,871 768,871
23 Jun-14
24 Jul-14
25 Aug-14
26 Sep-14
27 Oct-14
28 Nov-14
29 Dec-14
30 Jan-15
31 Feb-15
32 Mar-15
33 Total (24,911) 768,871 - 743,960
34
35
WP Fuel-4-Base Detail WP Fuel-4-Base Detail
36 Line 314 Lines 303 + 318
Freeport McMoran
37 100% PNM Share Purchase Power Deferred Energy
38 Apr-14 2,944,844 (2,792,749)
39 May-14 3,066,532 (2,813,085)
40 Jun-14 2,886,625 (4,941,969)
41 Jul-14 2,832,200 5,804,279
42 Aug-14 2,868,298 1,583,081
43 Sep-14 2,529,565 3,036,544
44 Oct-14 2,290,467 4,056,457
45 Nov-14 2,976,137 (179,263)
46 Dec-14 2,857,370 989,500
47 Jan-15 2,440,778 5,218,003
48 Feb-15 2,255,854 4,013,604
49 Mar-15 2,612,640 5,046,482
50 Total 32,561,309 15,020,883
51
52 |Total 100% PNM Share 54,058,190
53 | PNM Exhibit SAT-2 WP Fuel-8: Gas Trans 911,866
54| Line 52 + Line 53 1 54,970,056




PNM Exhibit SAT-2: Monthly Test Period Fuel Cost and Related Statistics

Is contained in the following 8 pages.
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PNM Exhibit SAT-2: Leap Year Adjustment
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PNM Exhibit SAT-2: Fixed Gas Transportation
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Is contained in the following 2 pages.
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PNM Exhibit SAT-2: Test Period Support to 530 Schedule H-3

Is contained in the following 2 pages.
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PNM EXHIBIT SAT-3
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PNM Exhibit SAT-3: Fuel cost inputs in cents/MMBtu

Is contained in the following 2 pages.
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PNM Exhibit SAT-3: San juan coal pricing

Is contained in the following 1 page.



PNM EXHIBIT SAT-3 WP INPUT-6
Page 1of1

PNM Exhibit SAT-3
WP Input-6: SIGS Coal Pricing

2015 O Reforecast San Juan Coal Price with GRT (IIA Budget)
(A5l § in BSilGons unless otherwise noted)

Ho Deal
2015 2016
Total Project Alldn Cost with UPS $34178 $349 00
SJM Reclamation $4.01 $139
LP3 Reclamation £0.48 $0.30
Defta RRR Affect (8% vs. Other) $0.00 $0.00
Totad Reclamation $4.49 $163
Total Project Coal-Only Mining Cost $33729 $347 31
Annual Mining Escalation : 6.00% R 6.00%
Deltz RRR Affect (8% vs. Other) $0.0 $00
CBE Costs $0.0 $00
Revised Total Project Coal-Only Cost $33729 $347 31
Project Coal Only with RRR Removed $33729 $347 31
PHAd Coal Expense Calculation:
PHIM All-in Cost to SJCC for Coal Busrned $ 15508 § 16212
Less PNM Reclamation $ {208} $ {0.78)
PHM Coat Only Cost to SICC for Bum 3 15700 § 16134
PNIA Inventory Effects (Resesve+Roll) $ (1043} $ 32
Other $ - § -
PRC-directed Cost Levelizations $ 107 § 044
[(PteRs Adg -Coal-Only (Coal Expense) Cost $ 14764 § 165.00
Coal Heating Content (BtwfL b) 8,105 9.100
PHNM PRICING 2015 2016
Coal Expense Base Price ($40MBtu Bumned) $3.038 $3357
Coal Expense Incr. Price {#MUBtu Burmed) $0.742 $0.787
Caoal Expense Avg. Price ($YMB28t Burned) $2793 $2970
PROJECT PRICING
AlLin Base Price ($/MMBtu Bumed) 281 $3256
Al Incy. Price ($/M88Bts Bumned) 742 $0.787
AllHn Avg. Price (/K28 tu Bumed) : $3.060 $2345

Kotes

UPS Payment inciuded in Tota! Project All Bn Cost

Tolat Project Coal-Onty Mining Cost Nigures Include mining cost escalation, production and ofher adjustments.
GRT effects are Inciuded i this price forecast to proxy effective co@ prices fof MOCsENg PUIPOSHS.
GRT wousd be paid through San Jusn Fusis (Coa Refiner)

Unidestying bum forecsst for 2015 - 2016 provided by Piad Modeling Group.

Post-2014 secaiaiion besed on review of SICC Buoget cost secaistion 2003 o 2015

Escalsiion review fle - 2015 Budget Escalalion Update xism

Coset basls I8 the SICC 2015 RA Buoget with adiustments aa noled

201S Recitamaltion coet estimates baesd on 2015 SICC Budgel and PNE Fuels Acoourting Adjustments
PACE Wiley Reclemstion Scenaio 16 ussd for 2016 Reciamation

2015 Project Base & incremsital prices e taken from the 2015 HA_

PRC cost levelizstions eetimsied by PHM Fuels Accounting.

Reserve Pile effects forcasted st Sid tons at Year end 2015 ond 450 tons at end of 2016,

2315 Q1 Reforecsst Prichg Mode! for 2015 RA Buoget 03-17-2015xem



PNM Exhibit SAT-3: Nuclear Fuel Detail

Is contained in the following 2 pages.
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WP Input-7
Page 2 of 2
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PNM Exhibit SAT-3: Gas Price Detail

Is contained in the following 1 page.
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PNM Exhibit SAT-3: Transaction Inputs

Is contained in the following 2 pages.



PNM EXHIBIT SAT-3
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PNM EXHIBIT SAT-3

WP Input-9
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PNM Exhibit SAT-3: Reserves

Is contained in the following 1 page.



PNM EXHIBIT SAT-3 WP INPUT-10

A | B C D E

1 |PNM Exhibit SAT-3

2 |WP Input-10 Reserves

: |

4 |Modeled on historical data

5 |

6 Operating Reserves

7

8 MW Modeling Period

9 1/1/2015 12/31/2017 29.27 weekday

10 1/1/2015 12/31/2017 65.97 weeknight
11 1/1/2015 12/31/2017 35.35 weekend

12

13

14 Contingency Reserves

15 Start Modeling MW MW
16 year Month period spin nonspin
17 2015 1 weekday 55 55
18 2015 1 weeknight 40 40
19 2015 1 weekend 45 45
20 2015 6 weekday 60 60
21 2015 6 weeknight 40 40
22 2015 6 weekend 50 50
23 2015 10 weekday 55 55
24 2015 10 weeknight 40 40
25 2015 10 weekend 45 45
26 2016 1 weekday 55 55
27 2016 1 weeknight 40 40
28 2016 1 weekend 45 45
29 2016 6 weekday 60 60
30 2016 6 weeknight 40 40
31 2016 6 weekend 50 50
32

33

34 |Weekday Monday thru Saturday 8 amto 11 pm

35 |Weeknight Monday thru Saturday 12amto 7 am

36 |[Weekend Sunday 24 hours

37

Page 1 of 1




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 ) Case No. 15-00261-UT
ELECTRIC RATES PURSUANT TO ADVICE )
NOTICE NO. 513, )
)
PUBLIC SERVICE COMPANY OF NEW MEXICO, )
Applicant. )
)

AFFIDAVIT

STATE OF NEW MEXICO )
) ss
COUNTY OF BERNALILLO )
SUSAN A. TAYLOR, Manager of Utility Margin 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 and Exhibits of Susan A.

Taylor and it is true and accurate based on my own personal knowledge and belief.

GCG# 520240



SIGNED this 2! day of August, 2015.

SUSAN A. TAYLOR Y

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

NOTARY PUBLIC IN AND F OR
THE STATE OF NEW MEXICO

_OFFICIAL SEAL
SRS MRBFE head

NOTARY PUBUC

GCG # 520240
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