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I. INTRODUCTION AND PURPOSE 

PLEASE STATE YOUR NAME, POSITION AND BUSINESS ADDRESS. 

My name is Stella Chan. I am the Director of Pricing and Load Research at Public 

Service Company of New Mexico ("PNM") where I am responsible for Pricing, 

Load Research and Load Forecasting. My business address is PNM Headquarters 

Building, 414 Silver Ave. SW, Mail Stop 1105, Albuquerque, New Mexico, 87102. 

PLEASE SUMMARIZE YOUR EDUCATIONAL BACKGROUND AND 

PROFESSIONAL QUALIFICATIONS. 

I have been in my position at PNM since July 2013. I have worked in the energy 

industry for over 25 years in a variety of management, pricing, rate design and 

analytic positions at Colorado Springs Utilities, Entergy, Enron, Duke Energy, and 

El Paso Energy. I received a BBA in Finance as well as an MBA with a 

concentration in Finance from the University of Houston. PNM Exhibit SC-1 

provides a description of my experience and educational background and the 

proceedings at the New Mexico Public Regulation Commission ("NMPRC") m 

which l have filed testimony. 

"WHAT IS THE PURPOSE OF YOUR DIRECT TESTlMONY? 

My testimony presents PNM' s proposed rate design for this rate case. In 

conjunction with Mr. Gerard Ortiz, who will address the policy objectives for 
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PNM's rate design proposals, and Dr. Daniel Hansen, who supports the pilot 

Revenue Balancing Account tariff, my testimony will: 

( 1) Present PNM' s Embedded Class Cost of Service Study ("ECCOSS"): 

(2) Support the allocation of revenue requirements to customer classes and discuss 

the resulting revenue requirement by customer class; 

(3) Discuss the mechanics of the various rate design proposals for this rate case; and 

(4) Introduce new tariff services. 

WHAT EXHIBITS ARE ATTACHED TO YOUR DIRECT TESTI~IONY? 

I have attached the following exhibits to my testimony: 

• PNM Exhibit SC-1- Stella Chan Qualifications. 

• PNM Exhibit SC-2- Alphabetical listing of acronyms used in this testimony. 

• PNM Exhibit SC-3 - Copies of new tariffs that PNM is proposing in this rate 

case. 

• PNM Exhibit SC-4- Summer and winter coincident peaks for PNM from 2007 

through November 2014. 

• PNM Exhibit SC-5 - Two letters sent by PNM in 2014 to customers served 

under Rate Schedule llB (Water & Sewage) regarding PNM's compliance with 

Paragraph 39 of the Amended Stipulation to Conform to Commission Order, 

approved in NMPRC Case No. 10-00086-UT ("Amended Stipulation''), 
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concerning the determination of the liB coincident peak ("CP") demand for cost 

allocation purposes. 

• PNM Exhibit SC-6 -- The final revenue allocation to each customer class before 

and after banding. 

• PNM Exhibit SC-7- Historical hourly peak occurrences since 2007. 

• PNM Exhibit SC-8 - A graph demonstrating the probability that PNM' s peak 

period will occur outside of the current Time of Use ("TOU") pricing period of 8 

AMto8PM. 

• PNM Exhibit SC-9 Two letters sent by PNM in 2012 and 2014 to customers in 

compliance with Paragraphs 28(E) and 28(F) of the Amended Stipulation 

regarding proposed changes to the seasonal periods and the TOU pncmg 

periods. 

• PNM Exhibit SC -1 0 - A companson of the current and proposed non-

voltm1etric charges by rate schedule. 

• PNM Exhibit SC-ll - A bar graph depicting Residential electric customer 

charges in New Mexico as of May 2014. 

• PNM Exhibit SC-12 - Examples of rates assessed by local telecommunications, 

Internet, and cable or satellite video service providers. 

• PNM Exhibit SC-13- A letter sent by PNM in 2012 to Streetlighting (Rate 20) 

customers, offering to meet with them regarding certain issues related to 

Streetlighting in accordance with Paragraph 38 of the Amended Stipulation. 
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• PNM Exhibit SC-14 - The effect of the Consolidation Adjustment Rider (Rider 

35) on PNM South Streetlighting (Rate 20) customers. 

• PNM Exhibit SC-15 - Summary of modifications to the Streetlighting (Rate 20) 

schedule and the Consolidation Adjustment Rider (Rider 35). 

• PNM Exhibit SC-16- Derivation of Revenue Balancing Account components. 

• PNM Exhibit SC-17 - A detailed calculation of a cost-based Distributed 

Generation ("DG") Interconnection Fee for the applicable customer classes. 

• PNM Exhibit SC-18 -- Calculation of Voltage Class Adjustment Factor Used in 

Base Fuel Rates and Variable Fuel Rates. 

PLEASE LIST THE 530 SCHEDULES YOU ARE SPONSORING. 

The 530 Schedules I am sponsoring are: 

• A-2, Summary of the revenue increase or decrease at the proposed rates by rate 

classes for TestY ear Period. 

• K-4. Allocation of Rate Base to rate classes for Base Period and Test Year 

Period. 

• K-8, Allocation of total expenses to rate classes for Base Period and Test Year 

Period. 

• L-1, Allocated cost per billing unit of demand, energy and customer for Base 

Period and Test Year Period. 
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• M-1, Allocation factors used to assign items of plant and expenses to the various 

rate classes for Base Period and Test Year Period. 

• M-2, Classification factors used to assign items of plant and expenses to 

demand, energy, and customer for Base Period and Test Year Period. 

• M-3, Demand and energy loss factors for Base Period and Test Year Period. 

• N -1, Rate of return by rate classification for Base Period and Test Year Period. 

• 0-1, Total revenue requirements by rate classification for Base Period and Test 

Year Period. 

• 0-2, Proof of revenue analysis for Test Year Period. 

• 0-3, Comparison of rates for service under the present and proposed schedules 

for Test Year Period. 

• P-1, Peak demand information. 

• P-5, Customer information. 

• P-6, Weather data. 

• Q-1, Load research program. 

ARE OF THESE SCHEDULES BEING PROVIDED 

ELECTRONICALLY? 

Yes. PNM is providing 530 Schedule K-4 in electronic format on a CD, and it is 

fully functional and executable. 
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II. THE OBJECTIVES OF PNM'S RATE DESIGN PROPOSALS 

PLEASE STATE THE OBJECTIVES UNDERLYING PNM'S RATE 

DESIGN PROPOSALS IN THIS CASE. 

The Company seeks to update its current rate design to reflect embedded cost 

principles in accordance with the Amended Stipulation in Case No. 10-00086-UT 

and to better align class cost recovery with cost causation. PNM began using 

marginal costs for both revenue allocation and rate design in New Mexico Public 

Service Commission ("N~1PSC") Case No. 1554, which was instituted in 1981. In 

N~RC Case No. 07-00077-UT, which was fully litigated, the Cow.mission chose ar1 

"across-the-board" method recommended by Staff. This started with PNM' s proposed 

allocation based on marginal revenue requirements responsibility and then applied a 

proportional adjustment by class to achieve an across the board reduction from PNM' s 

proposed revenues. Subsequent rate cases generally applied ::m across-the-board 

methodology to implement base rate changes, with some exceptions. As a result, 

PNM' s current revenue requirement allocation is outdated for many reasons, including 

the fact that it traces its beginnings back to the use of marginal costs. The fundamental 

differences in class cost allocation between marginal and embedded cost methods 

reflect a common factor influencing all of the Company's rate design proposals in 

this case. But use of across-the- board changes in allocations in recent cases means that 

the current rate design is not truly ret1ective of either marginal costs or embedded costs. 
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\VHAT PRINCIPLES HAS PNM USED TO GUIDE ITS RATE DESIGN 

PROPOSALS? 

PNM' s rate design proposals have been guided by the following set of principles: 

( 1) Fair and equitable pricing should be developed across rate classes; 

(2) Cost recovery should be aligned with cost causation; 

(3) Accurate price signals should be developed to provide for economic efficiency 

in energy usage; and 

(4) The Company should have a reasonable opportunity to recover its system costs 

associated with PNM's conservation efforts and support of renewable energy. 

My testimony, in conjunction with the testimony of Mr. Ortiz and Dr. Hansen, 

proposes a series of rate design changes that advance these principles. These rate 

design changes balance the Company's and its customers' interests, while also 

benefitting the New Mexico economy. 

ARE THESE RATE DESIGN PRINCIPLES AL\VAYS 

COMPLEMENTARY? 

No. The development of rates requires a balance among competing objectives. A 

comprehensive re-design of rates, which PNM is undertaking in this case, cannot 

fully advance each of these principles. For example, cost recovery cannot always be 

perfectly aligned with cost causation. An ideal rate design would recover all 
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capacity-related costs in a demand charge that recognizes each customer's 

coincident or non-coincident peak demand. But implementing such a rate design, 

particularly for small customers, would be expensive and impractical. The 

Commission has acknowledged: 

The tensions inherent in the rate design process are reflected in 
Professor Bonbright' s classic articulation of the attributes of a 
sound rate stmcture: ( 1) simplicity, understandability, public 
acceptability, and feasibility of application; (2) freedom from 
controversies as to proper interpretation; (3) effectiveness in 
yielding total revenue requirements under the fair-return 
standard: ( 4) revenue stability; ( 5) stability of rates themselves, 
with a minimum of unexpected changes adverse to existing 
customers; (6) fairness of the specific rates in apportioning total 
costs of service among different customer classifications; 
(7) avoidance of 'undue discrimination'; and (8) efficiency of 
the rate classes and rate blocks in discouraging wasteful use of 
service while promoting justified types and amounts of use. 1 

The Commission went on to state: 

These principles infmm the Commission's observation in its 
most recent rate proceedings that 'rate design is a strange mix of 
general economic principles and cont1icting ideas of what is in 
the public interest. The ultimate decision is judgmental in any 
event and is often criticized by many with vested interests in the 
outcome. "2 

Thus, infom1ed judgment IS required to balance the applicable principles with 

reasonable objectives such as gradualism. PNM has balanced several, often competing, 

objectives in designing the rates proposed in this case. PNM's proposed rate design 

1 NMPRC Case No. 07-00319-UT, Corrected Recommended Decision of the Hearing Examiner at page 169-70 
(citing James C. Bonbright, PRINCIPLES OF PuBLIC UTILITY RATES 291 (I '1 ed. 1961). 

2 !d. citing NMPRC Case No. 07-00077-UT, Recommended Decision of the Hearing Examiner, p. !50 
(internal quotation marks omitted). 
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takes significant steps forward in applying the accepted rate design principles, consistent 

with promoting public interest objectives. The result is just and reasonable rates. 

HO\V DOES PNIVI'S PROPOSED RATE DESIGN ENSURE -FAIR AND 

EQUITABLE PRICING OR BETTER ALIGN COST RECOVERY WITH 

COST CAUSATION WHILE BALAl~CING OTHER OBJECTIVES SUCH 

AS GRADUALISl\1? 

Consistent with PNM's testimony from its last rate case, NMPRC Case No. 10-

00086-UT, PNM proposes an ECCOSS that will produce more stable results than a 

marginal cost of service study. PNM also is introducing the use of a 3-Summer/1-

Winter coincident peak methodology for allocating generation demand costs 

because the methodology aligns more closely with PNM's system characteristics 

and fairly and equitably allocates generation-related revenue requirements among 

classes based on cost causation. As part of the objective to avoid extreme rate class 

impacts, PNM employed a "banding" process as part of its revenue requirement 

allocation among customer classes. The "banding" objective ensures that no 

customer class receives a non-fuel revenue requirement decrease, and no customer 

class receives a non-fuel revenue requirement increase greater than 17%. The 

banded design takes a positive step toward moving all customer classes toward an 

equalized rate of return, without causing extremely large rate impacts. To promote 

efficiency and equity, PNM's long-term rate design objective is to fully allocate all 
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costs associated with a particular customer class to that class. The banding proposed 

in this case represents a reasonable and moderate step toward full class cost 

recovery. 

In addition, PNM's proposed changes to its TOU on-peak/off-peak periods capture 

system peak loads and better ret1ect the time period in which PNM's cost of service 

increases. This shift in TOU periods will better convey the cost and value of 

consumption at ditrerent times of the day, thus further aligning cost recovery with 

cost causation. 

PLEASE EXPLAIN THE RELATIONSHIP BETWEEN BETTER PRICE 

SIGNALS AND ECONOMIC EFFICIENCY IN CUSTOMER ENERGY 

USAGE. 

From a macro perspective, if rates provide accurate price signals, customers know 

and understand the tme costs the utility incurs to serve them and will use electricity 

in an economically etlicient manner based upon their knowledge and understanding 

of that cost of service. For example, cost-reflective TOU rates, which equate to 

higher rates during on-peak hours, improve economic efficiency relative to flat rates 

by providing customers with the price signal to use less energy during peak hours 

when the cost to serve is higher. Encouraging consumers to pursue greater 

efficiency in the periods in which the cost to serve is higher promotes higher load 
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factor use, leading to an improved system optimization that lowers costs to all 

customers. 

HOW DO PNM'S RATE DESIGN PROPOSALS IN THIS RATE CASE 

ADVANCE THE STATED PRINCIPLES OF DEVELOPING A PRICE 

SIGNAL TO PROVIDE FOR ECONOMIC EFFICIENCY? 

PNM is proposing several changes to its rate design that will provide a more 

accurate price signal to customers, thereby promoting economic efficiency in 

electricity rates. First, PNM is eliminating the Consolidation Adjustment Rider 

("CAR'') for every rate class except for Streetlighting. The CAR was created as part 

of PNM's last rate case, NMPRC Case No. 10-00086-UT, to assist with the 

incorporation of the PNM-TNMP electric tariffs ("PNM South") into PNM North 

tariff structures. Substantial elimination of the CAR will ensure that nearly all 

customers pay a rate closer to the full cost of service, and is an important step toward 

full consolidation of PNM's North and South rates. Additionally, PNM is changing 

its customer charges and demand charges to more accurately reflect the fixed costs 

associated with providing service to customers and meeting their peak demand. 

PNM also is recommending new tariffs and modifications to existing tariffs that will 

better serve existing customers in a more appropriate rate class or provide for new 

economically efficient rates for potential future customers. All new tariffs proposed 

in this case are provided in PNM's Advice Notice and in PNM Exhibit SC-3. 
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Redlined versions reflecting the specific changes to the tariffs PNM is proposing in 

this case are attached to the direct testimony of Mr. Julio Aguirre as PNM Exhibit 

JCA-5? Finally, PNM's proposal to shift its TOU periods will assure that rates 

accurately reflect the customers' demands on the system. This TOU shift also 

provides a more appropriate price signal to customers. 

PLEASE EXPLAIN PNI\-I'S PROPOSALS TO ADDRESS SYSTEM COST 

RECOVERY RELATED TO PNM'S ENERGY EFFICIENCY EFFORTS 

At"'D SUPPORT OF RENEWABLE ENERGY. 

PNM is presenting several rate design proposals to better align the costs of providing 

service with the Company's efforts in promoting energy efficiency and supporting 

our customers' adoption of renewable energy. The Company's proposed Revenue 

Balancing Account tariff removes PNM' s disincentives associated with promoting 

energy efficiency. In addition, PNM's proposed DG Interconnection Fee addresses 

the cost shifting and resulting equity issues between DG customers and non-DG 

customers. PNM supports customers' efforts to use renewable energy, and the DG 

Interconnection Fee establishes a sustainable pricing model to support the 

continuation of such efforts, while mitigating the subsidies that flow to DG 

customers as a result of a rate design that does not collect all of the fixed costs to 

serve such customers. 

3 [n addition, a summary explanation of the modifications to PNM's existing tariffs is provided in 530 
Schedule 0-4. 
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YOU PREVIOUSLY MENTIONED THE COMMISSION'S RECOGNITION 

OF THE TENSION INHERENT IN CLASSIC RATE DESIGN PRINCIPLES. 

HAS THE COMMISSION ARTICULATED PRIMARY OBJECTIVES TO 

BE USED IN RATE DESIGN? 

Yes. The Commission has long recognized two major objectives in rate design: 

(I) providing the utility stability of earnings and thus an opportunity to earn its 

allowed return; and (2) minimizing the impact of the required rate increase on 

custorners.4 

PLEASE EXPLAIN HO\-V TID~ COMMISSION'S OBJECTIVES ALIGN 

WITH THE PRINCIPLES UNDERLYING PNM'S PROPOSALS. 

PNM's rate design proposals here align utility incentives for energy efficiency, 

better match cost causation with customer rates, and recover fixed costs through 

fixed charges. This leads to increased equity for ratepayers, and enhances overall 

efficiency. For the utility, these proposals provide the opportunity to stabilize 

earnings and to earn its allowed return. With respect to minimizing rate impacts, the 

"banding" process employed in developing the ECCOSS effectively avoids 

burdening any one rate class with too great of a share of the overall rate increase. 

Accordingly, PNM's rate design proposals appropriately balance the two primary 

objectives espoused by the Commission. 

~ NMPRC Case No. 07-00077-UT. Recommended Decision at page 151. 
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Also, PNM's guiding principles, along with the overall proposals in this case, are 

consistent with Professor Bonbright's objectives for development of a sound rate 

design. For instance, PNM is revising tariffs and proposing rate design changes that 

will send clearer price signals to customers, which promotes simplicity and 

understandability for customers. PNM also is proposing increased fixed cost 

recovery through a variety of rate design proposals, which should more effectively 

result in collection ofPNM's revenue requirements. 

Finally, PNM' s guiding principles for this case represent a set of public policy goais 

that address unique circumstances affecting electric utilities, and specifically PNM, 

today. In particular, PNM is proposing certain rate design modifications to address 

increasing DG on its system, as well as its compliance with the State's energy 

efficiency requirements. The Company also is taking measures to promote the New 

Mexico economy through economic development rates and other proposals. The 

Conunission should recognize these public policy objectives for purposes of this 

case. 
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III. COMPLIANCE WITH AMENDED STIPULATION OBLIGATIONS 

HOW DO PNlVI'S RATE DESIGN PROPOSALS HERE RELATE TO THE 

AMENDED STIPULATION? 

The Amended Stipulation in Case No. 10-00086-UT included specific requirements 

that mandated follow-up in advance of this rate case or pertain to specific proposals 

in this case. 

PLEASE IDENTIFY THE AREAS OF OVERLAP BETWEEN THIS 

TESTIMONY AND THE AMENDED STIPULATION. 

The Amended Stipulation required PNM to follow-up or to address requirements 

related to the following issues: 

( 1) Filing a rate design and class cost of service based on embedded cost principles;5 

(2) Mandating that PNM not file an average-and-excess demand allocation in this 

rate case;6 

(3) Providing notice to Large Power (Rate 4B), Water & Sewage Pumping (Rate 

11 B) and Manufacturing (Rate JOB) customers if PNM proposes any change to 

its summer peak season or proposes a winter peak season;7 

( 4) Coordinating with certain rate classes regarding modification of the TOU 

. d 8 peno s; 

5 Amended Stipulation at 'li 34. 
6 Amended Stipulation at 'li 39. 
7 Amended Stipulation at 'li 28(e). 
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(5) Determining the appropriate Rate Schedule liB CP demand for any month to be 

used for cost allocation purposes;9 

(6) Addressing cost allocation, rate design, maintenance, re-lamping and energy 

efficiency issues with Streetlighting (Rate 20) customers; 10 

(7) Engaging the signatories of the Amended Stipulation regarding PNM's proposal 

to remove barriers and disincentives to energy efficiency; 11 and 

(8) Addressing restrictions regarding any proposal related to an access fee or 

interconnection charge for distributed generation customers. 12 

HA._" PNM ADDRESSED OR COMPLIED WITH EACH OF THE 

REQUIREMENTS FROM THE AMENDED STIPULATION? 

Yes. In my discussions supporting the various rate design proposals in the remainder of 

my testimony, I also will explain where applicable steps were taken to address or 

comply with each requirement or follow-up item from the Amended Stipulation. 

8 Amended Stipulation at 'l!28(f). 
9 Amended Stipulation at <]!39. 
10 Amended Stipulation at 9[ 38. 
11 Amended Stipulation at 9[ 25. 
12 Amended Stipulation at <]!26; see also Final Order Conditionally Approving Stipulation, Case No. I 0-
00086-UT, at lJ[ 197. 
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1 IV. THE EMBEDDED CLASS COST OF SERVICE STUDY, 
2 ALLOCATING REVENUE REQUIREMENTS TO CUSTOMER 
3 CLASSES AND THE RESULTING REVENUE REQUIREMENT 
4 PER CUSTOMER CLASS 

5 A. PNM'S ECCOSS 

6 Q. PLEASE EXPLAIN PNM'S CLASS COST OF SERVICE STUDY. 

7 A. Consistent with Paragraph 34 of the Amended Stipulation, the ECCOSS provided in 

8 530 Schedule K-4 reflects the cost to serve each customer class based on embedded 

9 cost principles. This ECCOSS defines customer class cost responsibility, allocates 

10 revenue requirements to classes based upon comparisons to the system average 

11 percentage increase, and provides cost information useful in the design of rates. 

12 

13 Q. PLEASE DESCRIBE THE DEVELOPMENT OF THE FULLY 

14 ALLOCATED CLASS COST-OF-SERVICE STUDIES CONTAINED IN 530 

15 SCHEDULE K-4. 

16 A. The development of the fully allocated class cost-of-service studies provided in 530 

17 Schedule K-4 consisted of three major steps: (1) functionalization; (2) classification; 

18 and (3) allocation. 

19 

20 The first step, functionalization, categorizes embedded costs by the operating 

21 function in which the costs are primarily associated. Functionalized categories 
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include generation, transmission, distribution and customer service. Classification 

fmther divides the functional costs into: 

• demand-related categories (i.e., costs associated with being able to serve 

customers at the system and class peaks), 

• energy-related categories (i.e., costs that vary volumetrically with the amount of 

energy used by customers), and, 

• customer-related categories (i.e., costs that are directly related to the number of 

customers served). 

Finally, the third step is allocation. Costs are allocated to customer classes based on 

a load characteristic that fairly retlects each class's responsibility for the cost. 13 

PNM follows industry standard methods prescribed by the National Association of 

Regulatory Utility Commissioners ('"NARUC") to functionalize, classify and 

allocate costs to customer classes. 14 

HOW ARE THE RESULTS OF THE ECCOSS USED TO DESIGN RATES? 

After the ECCOSS is completed, class rate components are designed to recover from 

each rate class an amount as close as possible to the total test year cost of service 

13 Additionally. prior to allocation, some costs that can be directly linked to a class or customer are then directly 
assigned. 
14 See Electric Utility Cost Allocation Manual. National Association of Regulatory Utility Commissioners 
(Jan. 1992), available at www.naruc.org ("NARUC Electric Utility Cost Allocation Manual"). 
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allocated to that class. Each rate component also collects the allocated costs in a 

manner that ret1ects the way in which these costs are incurred. For example, 

customer-related costs are most appropriately recovered through the fixed customer 

charge, which does not vary with the customer's usage during the billing period. h1 

contrast, a cost that relates to customer usage should be collected through the energy 

charge. 

B. Allocating Revenue Requirements To Customer Classes 

WHAT CRITERIA DID PNM USE IN THE SELECTION £\..1\l"D 

DEVELOPMENT OF THE VARIOUS ALLOCATION FACTORS USED TO 

ASSIGN COSTS TO CUSTOMER CLASSES? 

PNM uses the following criteria to judge the appropriateness of an allocation 

methodology: (1) the method should ret1ect the operating and planning 

characteristics of PNM's utility system; (2) the method should recognize various 

customer class characteristics, such as peak demand, energy usage, load factor, 

number and size of customers, point of delivery, etc.; (3) customers who benefit 

from the use of plant and equipment should bear the costs; and (4) the method 

should produce stable results from year to year. 
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WHY DOES STABILITY MATTER IN TER..l\IS OF AN APPROPRIATE 

ALLOCATION l\IETHODOLOGY? 

Stability is desirable in order to avoid large fluctuations in customer class revenue 

requirement allocations, which results in more stable rates for customers from rate 

case to rate case. 

PLEASE DESCRIBE THE DEVELOP~NT OF THE ALLOCATION 

FACTORS USED IN THE ASSIGN~NT OF COSTS. 

As I noted above, PNM followed the NARUC prescribed methods for cost 

functionalization, classification and allocation. The 530 Schedule K-4 details the 

classification and allocation factors used in the development of the ECCOSS. As 

detailed in 530 Schedule K-4, allocation is accomplished differently for the 

generation (also called production plant), transmission and distribution functions. 

WHAT METHOD DID PNM APPLY TO ALLOCATE GENERATION 

DEl\IAND COSTS TO THE CUSTOMER CLASSES? 

Generation-demand rate base costs were allocated to customer classes using a 3-

Summer/1-Winter Coincident Peak ("3S 1\VCP") demand allocation methodology. 

The 3S 1 WCP method considers the highest single three peak demand hours 

throughout the base period in the summer months and one peak demand hour from 
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the winter months. 15 These four coincident peak demands experienced in the 

summer and the winter drive costs for generation demand investment and, as such, 

are used for allocating costs associated with generation demand to customer classes. 

\VAS THIS THE METHOD USED BY PNM IN ITS LAST RATE CASE TO 

ALLOCATE GENERATION DEMAND? 

No. PNM used an average-and-excess demand allocation in its last rate case. 

Pursuant to Paragraph 39 of the Amended Stipulation, PNM agreed not to file an 

average-and-excess demand allocation for generation rate base costs in this general 

rate case. The allocation method here provides a more accurate way to allocate 

costs. 

DID PNM CONSIDER OTHER METHODS FOR THE ALLOCATION OF 

GENERATION COSTS? 

Yes. PNM considered a number of other standard allocation methods that are used 

in the industry. The alternative allocation methods considered included the 

following: 1) the one Coincident Peak ("lCP") Method; 2) the four (highest) 

Coincident Peak ("4CP") Method; and 3) the twelve Coincident Peak ("12CP") 

Method, which uses an average of customer class contributions to all 12 of PNM's 

monthly coincident peak demands. While each allocation method has merit 

15 In this proceeding, the base period spans from July l, 2013 to June 30. 2014. The test year period for this 
case is calendar year 2016. 
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depending on the utility's specific circumstances. the 3S 1 WCP method best ret1ects 

the load characteristics of the PNM system, and thus best matches cost causation to 

cost allocation. To comply with the Amended Stipulation, PNM did not consider 

using an average and excess demand method in this case. 

PLEASE DESCRIBE THE DEVELOPl\tiENT OF THE 3S1WCP 

ALLOCATION l\tiETHOD. 

For the base period, PNM collected the highest three peak demand hours that fell in 

three summer months (June, July and August) and one non-summer month 

(December). With those hours, PNM then projected the test period load in each of 

these peak demand hours. Each class's CP is that class's average load over those 

four particular hours. Thus, the generation demand allocator that results from using 

the 3S 1 WCP methodology is the average "system peak" of these four peak demand 

hours in each of these months. The resulting generation demand allocator ret1ects 

the fact that PNM is not just a summer peaking utility since winter coincident peak 

demands are approximately 82% of those experienced in the summer. PNM Exhibit 

SC-4 demonstrates the numerical peak loads from 2007 through November 2014. 

This historical data validates the use of June, July and August as the peak summer 

months, and December as the peak winter month. Thus, the proposed 3S l WCP 

allocator represents a reasonable weighting between summer and winter loads. 
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WHY IS THE 3S1WCP METHOD APPROPRIATE GIVEN PNM'S PEAK 

DEMAL'ID CHARACTERISTICS? 

For PNM, the 3Sl WCP method best reflects cost causation and results in just and 

reasonable allocations to customer classes. For production (or generation) resources, 

cost causation determines the amount of production plant capacity that is necessary 

to meet peak demand throughout the year. Other allocation factors (lCP, 4CP or 

12CP) do not accurately reflect the dual peaking nature and seasonal consumption 

patterns of PNM's system. 

HOW ARE TRANSMISSION COSTS ALLOCATED TO THE CUSTOMER 

CLASSES? 

PNM allocates transmission costs to customers using the class's average monthly 

coincident peaks at transmission voltage, which is the 12CP method. NARUC's 

cost allocation manual states that the 12CP demand allocation methodology "is 

based on the principle that a utility installs facilities to maintain a reasonably 

constant level of reliability throughout the year or that significant variations in 

monthly peak demands are not present." 16 Under this methodology, the relative 

importance of each month is considered and no single peak demand has any greater 

significance than other monthly CP demands. The 12CP demand allocator is 

appropriately used for transmission costs, in accordance with the NARUC cost 

16 NARUC Electric Utility Cost Allocation Manual at 79 ( 1992). 
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allocation manual. PNM has consistently used this methodology to allocate 

transmission costs in prior rate cases. 

HOW ARE DISTRIBUTION COSTS ALLOCATED FOR THIS RATE 

CASE? 

The proposal allocates distribution substations, primary lines and secondary lines to 

customer classes using the maximum non-coincident peak demands of each class 

("NCP"), at either primary or secondary voltage levels. NARUC's cost allocation 

manual states that the NCP method "attempts to give recognition to the maximum 

demand placed upon a system during the year by all customers" and "is based on the 

theory that facilities are sized to meet these maximum demands." 17 Because 

distribution facilities must be sized to meet the maximum demands of each customer 

at any time, the use of the NCP cost allocation methodology is consistent with 

NARUC's manual, and thus, appropriate for allocating distribution costs. 

Other components of distribution were allocated to classes based upon detailed 

analyses specific to the cost type (meters, services, etc.) and reflective of the number 

of customers served. These methodologies were used by PNM in its last rate case to 

allocate distribution costs. 

17 ld. at 80. 
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HOW ARE GENERAL PLANT, OTHER A.NCILLARY RATE BASE ITEMS 

AND OPERATING EXPENSES ALLOCATED BY CUSTOJVIER CLASS? 

General plant, other ancillary rate base items and operating expenses are allocated to 

customer classes using a combination of allocation methods or results that underlie 

the reason for the expense. For example, production O&M is allocated to customer 

classes on the basis of the associated plant-in-service (e.g., generation), or a 

combination of associated investment. Fuel and other energy-related O&M 

expenses are allocated to customer classes using annual energy deliveries (kWh). 

C. Rate Schedule llB Customers- Water And Sewage Class's Coincident 
Peak Demands To Be Used For Cost Allocation Purposes 

PLEASE EXPLAIN THE AGREEJ\!IENT BETWEEN PNM Al'ID THE RATE 

SCHI<~DULE ltB CUSTOlVIERS AS DETAILED IN THE AMENDED 

STIPULATION RELATED TO DETERlWNING TID~ APPROPRIATE CP 

DEMAND FOR COST ALLOCATION PURPOSES IN TillS RATE CASE. 

The Amended Stipulation included the following language at Paragraph 39: 

39) PNM and the Rate Schedule 1 1 B customers will 
determine the appropriate Rate Schedule 11 B coincident peak 
("CP") demand for any month to be used for cost allocation 
purposes in PNM' s next general rate case filing for those 
customers. Specifically, PNM will reduce any monthly CP 
demand for Rate Schedule liB where the monthly CP date and 
time occur during a cmTent PN""JVi TOU off-peak hour. The 
amount of the reduction will recognize Rate Schedule 11 B 
customers' operational load shifting capabilities, and will be 
determined jointly, in good faith, by PNM and the Rate 
Schedule 1 I B customers. PNM and the Rate Schedule 11 B 
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customers will detennine, in good faith, whether reductions 
should be made to Rate Schedule 11 B CP demands occurring 
within a current PNM TOU on-peak hour to adjust demands to 
appropriately recognize Rate Schedule liB's operations and 
load shifting capabilities. PNM agrees not to file an average­
and-excess demand allocation in its next general rate case filing. 

The Amended Stipulation requires PNM and Rate Schedule liB customers to 

address a means for reducing monthly CP demand where the monthly CP date and 

time occur during a current PNM TOU off-peak hour. In addition, PNM and Rate 

Schedule 11 B customers had to address reductions to Rate Schedule 11 B CP 

demands occurring within a cun·ent PNM TOU on-peak hour. 

WHAT BACKGROUND INFORMATION CAN YOU PROVIDE RELATED 

TO THIS PROVISION OF THE AMENDED STIPULATION? 

PNM proposed a change to its TOU hours in its last rate case, NMPRC Case No. 10-

00086-UT. Because PNM was likely to propose a change to its TOU hours again in 

this rate case, t8 Paragraph 39 of the Amended Stipulation was meant to facilitate 

some means to adjust CP demand for Rate Schedule llB customers so that the 

approved rates from this case would accurately reflect that these customers would 

immediately shift their operations outside of the new TOU on-peak period upon 

approval from the NMPRC. Historical experience indicates that Rate Schedule llB 

customers have tailored their operations such that approximately 74.7% of their 

18 In fact, a meeting was held May 9, 2012 with certain customers and letters were sent to these customers 
on May 31, 2012 and July 1, 2014, informing them of the new TOU periods to be proposed in PNM' s next 
rate case. 
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energy consumption occurs in off-peak hours. Paragraph 39 of the Amended 

Stipulation ensures that the new TOU hours do not unduly penalize this rate class. 

More specifically, given that base period revenue would be based upon Rate 

Schedule 11 B customers operating within the currently approved TOU period, some 

adjustment was appropriate to this rate schedule's on-peak and off-peak CP demands 

such that the test year period revenue could ret1ect the class's ability to operate a 

majority of the time in off-peak hours. 

DID PNM AND THE RATE llB CUSTOl\riERS MEET TO DISCUSS A 

PROCESS CONSISTENT WITH PARAGRAPH 39 OF THE AlVIENDED 

STIPULATION? 

Yes, on a few occasions. Via a letter sent on October 14, 2014, PNM invited all the 

Rate Schedule 11 B customers to discuss a proposal to address the Paragraph 39 

requirements in the Amended Stipulation. On October 28, 2014, PNM and 

Albuquerque Bernalillo County Water Utility Authority ("ABCWUA'') held a 

telephone conference at the request of ABCWUA. During that call, PNM explained 

a proposal it developed to reduce monthly CP demand for Rate Schedule 11 B 

customers by shifting any monthly PNM system CP demand that occurred during an 

off-peak hour to the nearest on-peak hour. For the three instances in the base period 

where this occurred, the Rate Schedule llB customers' system load during this off-

peak hour was adjusted down to the class's load during the nearest on-peak hour. 

27 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 l 

12 

13 

14 Q. 

15 

16 

17 

18 A. 

19 

20 

21 

DIRECT TESTIMONY OF 
STELLA CHAN 

NMPRC CASE NO. 14-00332-UT 

The October 14, 2014 letter, along with an attachment explaining this proposal, are 

attached as PNM Exhibit SC-5. It was decided at the October 28, 2014 follow-up 

meeting to this letter that PNM should provide additional data and analysis to 

ABCWUA, including data that would address reductions to Rate Schedule llB CP 

demands occurring within a cuiTent PNM TOU on-peak hour. As such, additional 

telephone conferences were held after October 28 to continue the good faith 

discussions regarding resolution of the issues raised in Paragraph 39 of the Amended 

Stipulation. Specifically, PNM engaged in telephone conversations with 

ABCWUA's consultant and a follow-up telephone conference with a broader group 

was held on November 7, 2014. At that time, PNM and ABCWUA had an 

agreement in principle as to how to address on-peak and off-peak CP demand 

reductions for this rate case filing. 

WHAT \VAS THE JOINTLY PROPOSED SOLUTION DISCUSSED 

DURING THE NOVEMBER 7, 2014 CONFERENCE CALL TO SATISFY 

THE REQUIREMENTS OF PARAGRAPH 39 O:F THE AMENDED 

STIPULATION? 

It was agreed that the simplest and most direct solution was to shift the base period 

data by two hours such that all hourly Rate Schedule llB load data for the base 

period simulated the 11 B customers' load shifting capabilities as a result of the 

proposed TOU period shift. Specifically, the proposed resolution moves the CP 
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demand for the base period for the llB class from 8 AM to 8 PM (current TOU) to 

10 AM to 10 PM (proposed TOU). In addition, if the system peak for a particular 

month in the base period occurred during a weekend day, the proposal moves the 

11 B CP to the nearest on-peak hour. 

\VHY IS TIDS PROPOSED IVIETHODOLOGY THE BEST SOLUTION TO 

ADDRESS THE REQUIRElVIENTS OF PARAGRAPH 39 OF THE 

AMENDED STIPULATION? 

First, this method is simple to calculate and administer. Second, PNM fully expects 

that llB customers would be responsive to the proposed 10 AM to 10 PM TOU 

peak period adjustment, given the historical experience with this class's operational 

load shifting capabilities. As such, a proposed two-hour shift to calculate reduced 

monthly CP demands for the base period that is consistent with a new proposed 

TOU peak period in this case is appropriate. 

Finally, this methodology accomplishes the intended goal of Paragraph 39 of the 

Amended Stipulation, which is to ensure that Rate Schedule llB customers are not 

unduly penalized by PNM' s proposed TOU period adjustment. In particular, this 

methodology results in overall reductions totaling 17% to CP demands during both 

on-peak and off-peak hours for the llB customers, consistent with Paragraph 39 of 

the Amended Stipulation. PNM memorialized this joint agreement in a letter sent to 

29 



1 

2 

3 

4 Q. 

5 

6 A. 

7 

8 

9 

10 

] 1 

12 

13 

14 

15 

16 

DIRECT TESTIMONY OF 
STELLA CHAN 

NMPRC CASE NO. 14-00332-UT 

Rate Schedule liB customers on November 21, 2014. 

accompanying analysis is included in PNM Exhibit SC-5. 

This letter and 

DOES THIS AGREEMENT WITH RATE SCHEDULE llB CUSTOMERS 

AFFECT PNM'S OTHER RATE CLASSES? 

Yes and no. The energy shift that Rate Schedule llB customers are expected to 

undertake to respond to the proposed 10 AM to I 0 PM TOU peak period adjustment 

will not affect other customers. The resulting reduction of approximately 17% in CP 

demand, however, will reduce the Rate Schedule 11B customers' allocation of 

generation and transmission plant revenue responsibility in this rate case. As such, 

other customers will be allocated the costs associated with this reduction. While any 

revenue shift to other rate classes as a result of a benefit to one class deserves the 

Commission's consideration, PNM believes that this proposal is consistent with the 

Paragraph 39 requirements in the Amended Stipulation and is appropriate given the 

responsiveness to TOU pricing that this class has demonstrated over the years. 
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D. The Resulting Revenue Requirement Per Class 

WHAT COST CAUSATION ELEMENTS DID PNM CONSIDER IN THE 

RECOVERY OF THE OVERALL REVENUE DEFICIENCY FROM THE 

CUSTOMER CLASSES? 

After overall costs were initially allocated to each class, the next step was to 

determine the appropriate levels of revenues to be collected from each class. Two 

cost-based considerations were examined to determine the overall revenue allocation 

decision: 

(a) Cost Causation- Class Rate of Return ("ROR") on rate base under present rates 

depicting cuiTent cost recovery for each class relative to the system as a whole 

and to each other; and 

(b) Equalized ROR- Class ROR should be set equal to the system average for all 

classes; revenue allocation based upon the under-collection or over- collection of 

revenues necessary to earn an equalized ROR. 

WHAT OTHER CONSIDERATIONS DID PNM USE TO ASSIST IN 

DETERJ\-fiNING THE REVENUE RESPONSIBILITY FOR EACH 

CUSTOMER CLASS? 

Even though the use of an embedded class cost of service study as compared to a 

marginal cost of service study yields more stable results for every customer class, 

other non-cost considerations enter into apportioning the revenue requirement for 
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each customer class. Other non-cost based factors considered in determining the 

overall revenue requirement by rate class included: 

(a) Gradualism - Revenue allocation is predicated upon equalized ROR but 

moderated to ensure no class receives an increase (or a decrease) significantly 

below or greater than the system average; 

(b) Price and Tariff Relationships- Customer class unit price results from revenue 

allocation compared with existing unit pricing, similar pricing of other classes, 

and other rate design requirements; revenue allocation adjusted as needed to 

ensure proportionality and other desired pricing goals are met; and 

(c) Other Non-Cost Ratemaking Factors- Other factors for consideration including 

conservation, social and environmental goals, affordability, market pncmg, 

fairness, and equity. 

HOW DID PNM TAKE INTO ACCOUNT THESE COST BASED AND 

NON-COST BASED FACTORS IN DETERMINING THE REVENUE 

RESPONSIBILITY FOR EACH CUSTO:MER CLASS? 

The initial step is to review of the results of the Company's ECCOSS contained in 

Rule 530 Schedule K-4 to assess relative cost causation and cost recovery. The 

ECCOSS generates class revenue requirements at an equalized ROR under the test 

year period. Before finalizing class revenue requirements, PNM also considered the 

inter- and intra-class pricing and tariff proportionality relationships, along with the 
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other non-cost factors listed above, such as affordability, rate stability, market 

pricing, etc. In particular, PNM has taken steps to ensure competitive pricing in rate 

classes with acute price sensitivity. If a large industrial or business customer has an 

option to leave New Mexico to seck out lower electric rates, or where a potential 

new industrial or business customer may not come to New Mexico due to 

unattractive electricity rates, then all customers and the New Mexico economy 

suffer. The proposed allocation to these customers recognizes the economic impact 

by making the rate competitive through the rate design process, so all customers 

benefit. For example, to maintain the competitiveness of Rate Schedule JOB, P~'NI 

is not proposing any non-fuel rate increase for this rate class. As such, cost increases 

attributable to Rate Schedule 30B are being re-allocated to other rate classes where 

additional costs will not yield a substantial impact on rates. In addition to Rate 

Schedule 30B, PNM also is minimizing the impact of the rate increase on other large 

industrial or business customers in an effort to keep these customers, and the jobs 

and local revenues they create, in New Mexico. These efforts promote economic 

development initiatives that will assist the State in recovering from the recession, as 

discussed in the testimony of Mr. Ortiz. Outside of the commercial and industrial 

classes, PNM also considers key non-cost factors for the other classes. In particular, 

the Residential customer class remains the most subsidized class under PNM's 

proposed rates. 
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After evaluation of these considerations discussed above, the final step is to apply a 

"banding" process to the revenue requirement allocation. This banding process 

establishes an upper and lower limit to rate increases for each customer class. In this 

case, PNM has established a system "band" or guideline whereby no class receives a 

non-fuel decrease and no class receives a non-fuel increase greater than 17%. As an 

example, the Residential subsidy of $7.3 million exists under proposed rates, even 

with a capped 17% increase under system banding for this class. 

vVHAT ARE THE RESULTING REVENUE INCREASES BY RATE CLASS 

UNDER PNM'S PROPOSED RATES? 

The final revenue allocation to each customer class before and after handing is 

presented in PNM Exhibit SC -6. 

WHAT IS THE EFFECT OF THE PROPOSED NEW CUSTOl\IER 

CLASSES ON THE CLASS COST OF SERVICE STUDY AND THE 

ALLOCATION OF REVENUE BY CUSTOMER CLA..'iS? 

As explained in more detail in Section VI.D of my testimony below, PNM 1s 

proposing a new retail tariff: Large Service for Customers, 3,000 kW and above, 

Rate Schedule 34B ("Rate Schedule 34B"). Based on the qualifying criteria for this 

new class, which was set at 3 MW minimum of peak demand and an 80% or better 

load factor, PNM has determined that three existing customers and a new customer 
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expected to receive service in 2016 qualify for this new rate schedule. Given that 

the customers that will qualify for Rate Schedule 34B are known, PNM included this 

new class in the ECCOSS and allocated revenue in accordance with their projected 

billing detenninants. 

Also, PNM recently filed to implement a new Rate Schedule 33B applicable to 

Large Service for Station Power which is currently being considered by the 

Commission in NMPRC Case No. 14-00102-UT. In anticipation of approval of 

Rate Schedule 33B in that proceeding well in advance of the conclusion of this rate 

case, PNM also included this new class in the ECCOSS and allocated revenue in 

accordance with projected billing detetminants. 

V. PNM'S RATE DESIGN PROPOSALS 

A. Designing Rates For Each Customer Class 

DID YOU RELY ON ANY OTHER WITNESS' TESTIMONY AND 

CONCLUSIONS TO DESIGN PNM'S PROPOSED RATES FOR THIS 

CASE? 

Yes. I relied on the sales forecast prepared by Dr. Ahmad Famqui to establish the 

billing determinants used in designing rates. 
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B. TOU Pricing Period 

WHAT CHAl'\iGE DOES PNM PROPOSE TO MAKE TO ITS TOU 

PRICING PERIOD FOR TillS RATE CASE? 

As mentioned above, PNM proposes to adjust its TOU on-peak hours from the 

current 8 a.m. to 8 p.m. Monday through Friday period to 10 a.m. to lO p.m. 

Monday through Friday. 

WHY IS PNM PROPOSING TO CHAt~GE ITS TOU PRICING PERIOD? 

PNM is proposing a change to its TOU on-peak pricing period to better capture 

shifting customer peak loads and, thus, to more accurately ret1ect the time periods in 

which PNM experiences cost increases for generation and delivery. As 

demonstrated in PNM Exhibit SC-7, monthly system CPs are occurring in current 

off-peak hours. PNM Exhibit SC-7 shows that. since at least 2007, monthly system 

peak loads have been occurring later in the day, including during non-summer 

months. PNM Exhibit SC-8 further demonstrates the probability that PNM's peak 

period will occur outside of the current TOU pricing period of 8 AM to 8 PM. To 

more accurately reflect actual demands on PNM's system, PNM is modifying its 

TOU pricing period to ret1ect these monthly system peak demands that are occurring 

later in the day, which will better align cost recovery with cost causation. 
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HOW WILL PNM IlVIPLEMENT THE CHANGE TO ITS TOU PRICING 

PERIOD? 

Upon approval of the TOU pricing period in this case, a customer will remain under 

the current TOU period until PNM reprograms the customer's meter to register 

consumption and demand under the new TOU period. From a pricing perspective, 

PNM is proposing two sets of revenue neutral TOU rates for each applicable class in 

order to effectuate the transition to the new TOU period. These tariff modifications 

are reflected in PNM Exhibit JCA-5 and in 530 Schedule 0-3. 

WILL PNM INCUR ANY COSTS IN SHIFTING ITS TOU PRICING 

PERIOD? 

Yes, PNM has estimated that it will cost approximately $300,000 to reprogram its 

9,154 TOU meters. This cost estimate is based on using non-Comp:my contract 

journeymen to complete the reprogramming in approximately three (3) months. 

This project requires the use of contract journeymen given the number of meters that 

need to be reprogrammed in a short time frame, along with the existing workload of 

PNM's own employees. The cost estimate is based upon approximately 20 meters 

per day being replaced in non-rural areas at a total daily cost of approximately $591 

for contract journeyman. 19 This $591 figure reflects an hourly rate of $56.93 and an 

hourly vehicle cost of $16.99, assuming an eight-hour work day. 

19 To illustrate the calculation, 9,154 meters divided by 20 per day is 458 total labor days. This 458 is 
multiplied by $591.36, which equals $270,843. The additional $30.000 not represented in this calculation 
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WAS PNl\'1 REQUIRED TO ADDRESS ITS PROPOSED TOU CHANGES IN 

ACCORDANCE \VITH THE AMENDED STIPULATION? 

Yes. Paragraph 28(F) of the Amended Stipulation required PNM to confer with the 

affected Large Power (Rate 4B), Water & Sewage Pumping (Rate llB) and 

Manufacturing (Rate 30B) customers to determine the most appropriate periods for 

on-peak hours for these customers. PNM also was required to notify these 

customers of any proposed TOU changes six (6) months prior to filing for the 

modification of its TOU period. PNM has complied with these requirements, as 

detailed in PNM Exhibit SC-9, which includes the .May 31, 2012 and July 1, 2014 

letters sent to customers that provided notice of PNM's intentions in this rate case 

regarding its TOU period changes. PNM Exhibit SC-9 also details a meeting that 

was held on May 9, 2012, with the above customer classes regarding PNM's 

proposed TOU period changes. 

C. Summer Peak Season In Rates 

IS PNM PROPOSING TO ADJUST ITS SEASONAL PERIODS IN THIS 

RATE CASE? 

No. Paragraph 28(E) of the Amended Stipulation required PNM to provide notice to 

all customers of any proposed changes to its seasonal periods at least six (6) months 

but included in the estimate is meant to take into account that meter reprogramming in the rural areas will 
progress much slower. 
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in advance of this rate case filing. PNM is not proposing any change to its seasonal 

periods, and thus, no notice was required. The summer peak season will remain as 

June through August and no winter peak season is being proposed. 

D. Elimination of the Consolidation Adjustment Rider 

PLEASE EXPLAIN THE CONSOLIDATION ADJUSTMENT RIDER, OR 

CAR, AS SET FORTH IN PNM RIDER 35. 

The CAR was created as part of PNM' s last rate case, NMPRC Case No. 10-00086-

UT, to assist with the accelerated consolidation of PNM South and North tariffs. 

When consolidation was first approved in NMPRC Case No. 04-00315-UT, PNM 

was prohibited from combining the cost of service for PNM Nmth and PNM South 

prior to July 1, 2015, if a cost impact of greater than $1.5 million per year would 

occur for PNM North customers. See Paragraph 11 of the February 28, 2005 

Stipulation approved in NMPRC Case No. 04-00315-UT. In the last rate case, 

NMPRC Case No. 10-00086-UT, an earlier partial consolidation schedule for PNNI 

North and South was approved, although a rate impact was expected for PNM North 

customers. The CAR was created to reduce that impact by approximately $4.1 

million for PNM North customers. 

Even with the rate impact, accelerated consolidation meant that PNM South 

customers moving onto PNM North rates would receive the benefits of an advanced 
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rate design that sent more accurate price signals, promoted conservation and aligned 

rate treatment to actual operation on a single system. The CAR, Rider 35, facilitated 

these benefits by mitigating rate impacts for PNM North customers as a result of the 

consolidation with PNM South. More specifically, the CAR adjustment in Rider 35 

is a per kWh increase or decrease applied to PNM South customers' usage. The 

CAR is currently applicable to PNM South customers taking service under the 

following rate schedules: lA, 1B, 2A, 2B, 3B, 3C, 4B, 6, lOA, lOB and 20. 

PLEASE EXPLAIN PNM'S PROPOSAL WITH RESPECT TO CAR. 

PNM proposes to eliminate the CAR for all customer classes, except the 

Streetlighting class. 

HOW DO PNM SOUTH CUSTOMERS BENEFIT FROM ELIMINATION 

OF THE CAR FOR NEARLY ALL RATE CLASSES? 

The CAR has been in place since the rates became effective as a result of NMPRC 

Case No. 10-00086-UT. Elimination of the CAR is an important step towards full 

consolidation of PNM North and South tariffs. Additionally, elimination of the 

CAR removes distortions in the economics of the tariff schedules. For example, due 

to the fact that the CAR rates are assessed as a per kWh charge to PNM South 

customers, inaccurate price signals for electricity consumption understates or 

overstates the volumetric costs for supplying power. 
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WHY IS PNM PROPOSING TO MAINTAIN THE CAR FOR THE 

STREETLIGHTING CLASS? 

PNM is proposing to prepare a single, consolidated set of Streetlighting base rates, 

including pole, light and ownership options for both PNM North and South 

Streetlighting customers. For PNM South Streetlighting customers, which are 

almost exclusively municipalities, full integration into the PNM North Streetlight 

rate design will result in very large price increases for some lights and poles, as the 

Streetlighting rates for PNM South customers have never truly been cost-based. 

Thus, in order to mitigate the bill impact for PNM South Streetlighting customers, 

PNM has designed new, specific, fixed light and pole combination CAR rates. More 

detail on the new CAR rates for Streetlighting is discussed below in the section of 

my testimony discussing the revised Streetlighting tariff. 

E. Proposed Changes To The Customer Charges 

PLEASE SUMMARIZE PNM'S PROPOSAL FOR THE CUSTOMER 

CHARGE. 

PNM is proposing to adjust its customer charges for all retail classes to recover all of 

customer-related costs. The calculation of PNM's proposed customer charge 

includes costs for services, meters, billing, meter reading, bill processing and other 
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customer-related activities.20 This proposal will adjust the customer charges for the 

retail classes with a two-part tariff as follows: Residential Class (Rate lA) from $5 

to $12.80; Small Power (Rate 2A) from $8.46 to $23.39; liTigation Service (Rate 

lOA) from $8.19 to $43.28; and Water & Sewage Pumping Service (Rate llB) from 

$491.60 to $243.93. 

For retail schedules 3B/3C, 4B, SB, 15B, 30B, 33B and 34B, the proposed customer 

charges have been reduced to allow PNM recovery of customer-related costs only. 

Previously, the customer charge for these rate schedules recovered both customer-

related costs and minimum demand. PNM's proposal is that customers be subject to 

a separate minimum demand usage charge at the proposed seasonal demand rate. 

All of the proposed customer charge adjustments are set forth in PNM Exhibit SC-1 0. 

WHY ARE INCREASED CUSTOMER CHARGES APPROPRIATE GIVEN 

THE OTHER RATE DESIGN PROPOSALS IN THIS RATE CASE? 

Costs for meters, billing, meter reading, bill processing, customer service and other 

customer-related activities are constant for every customer in a given rate class. The 

level of costs does not change with sales and delivery of electricity. For example, 

regardless of the amount of electricity a customer uses, PNM has to install a meter, 

read the meter monthly, set up an account in the billing system, process and bill 

20 Other customer-related activities include costs from the following FERC accounts: 901.0 (Supervision­
Customer Accounts); 906.0 (Customer Service/Information Expenses); 908.0 (Customers Assistance 
Expenses); and 912.0 (Demo and Selling Expenses). 
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monthly, and have customer service available to assist the customers when the need 

arises. From a rate design perspective, it is appropriate to recover these customer-

related costs through a fixed monthly charge. Table SC-1 provides a breakdown of 

the Residential customer-specific costs PNM incurs per month and per customer 

based on the proposed revenue requirement. 

TableSC-1 
Residential Customer-Related Costs 

Per Customer /Per Month 

I Customer Service I $2.08 

" t M t LUS omer e er .~ 

Customer Meter $1.77 
Reading 
Customer Billing and $3.56 
Processing 
Other Customer- $3.15 
Related Activities 
TOTAL $12.80 

j I 

ARE THOSE COSTS INCLUDED IN THE PROPOSED MONTHLY 

CUSTOMER CHARGE THE ONLY FIXED COSTS PNM INCURS TO 

SERVE CUSTOMERS? 

No. In addition to these customer-related costs, PNM incurs several other fixed 

costs to serve residential customers, including primary and secondary distribution 

costs, transmission costs, substation costs and generation demand costs. Due to the 

resulting rate impacts and in accordance with the well-accepted objective of 
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gradualism, it is not practical at this time to propose to set the customer charge at a 

level that recovers all of these costs. 

WHAT WOULD THE MONTHLY CUSTOMER CHARGE FOR THE 

RESIDENTIAL CLASS BE IF AI~L THESE OTHER FIXED COSTS WERE 

INCLUDED? 

If PNM included these costs in the Residential customer charge, it would have to 

collect an additional $50.11 from Residential customers, which would result in a 

total customer charge of approximately $62.92. Vv'hile PN.M is not proposing this 

level of a customer charge, this number illustrates how little of the fixed costs PNM 

incurs to serve the Residential customer class is recovered from these customers 

currently through a fixed charge, or even as part of the proposal in this rate case. In 

fact, the $12.80 represents only 20% of the total demand and customer-related costs 

that PNM incurs in serving Residential customers. PNM is therefore proposing a 

relatively modest step toward fully aligning rates with the actual costs to serve 

Residential customers. 

I also note that this proposal serves to provide more transparency to customers about 

the fixed costs that PNM incurs to serve them. Improved priced signals can translate 

into more economically efficient energy usage. 
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HOW DOES PN~I'S RESIDENTIAL CUSTO~IER CHARGE CO~IP ARE 

TO OTHER NEW ~XICO UTII~ITIES? 

PNM's current Residential customer charge at $5.00 is one of the lowest customer 

charges among those of electric utilities in New Mexico. PNM Exhibit SC-11 

demonstrates that PNM has the second lowest Residential customer charge of 26 

electric utilities and cooperatives in New Mexico. Only the City of Farmington, at 

$3.25, has a lower customer charge. In New Mexico, the median customer charge is 

$15.38, which is over $10.00 more than PNM's cun·ent customer charge and still 

20% higher than PNM's proposed residential customer charge in this case. 

WILL ALL CUSTOlVIER CLASSES WITH MONTHLY CUSTOl\·IER 

CHARGES EXPERIENCE AN INCREASE AS A RESULT OF THE 

PROPOSED CHANGE? 

No. With the proposed change, some of the customer classes with a monthly 

customer charge will see a decrease as we align the costs recovered through the 

customer charge to those specific costs; i.e., costs for meters, billing, meter reading, 

bill processing, customer service and other customer-related activities. For instance, 

as noted above, the Water & Sewage customer class (Rate liB) is experiencing an 

over 50% decrease in its customer charge. This decrease is purely the result of PNM 

evaluating the customer-specific costs that apply to this customer class and finding 
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that a decreased customer charge was appropriate given this class's customer-related 

costs. 

DOES INCREASING THE RESIDENTIAL CUSTOMER CHARGE MEAN 

THAT PNM WILL BE ALLOWED TO RECOVER ALL OF ITS FIXED 

COSTS ASSOCIATED WITH SERVING THESE CUSTOlVIERS'? 

No. Even with the proposed increase to the customer charge, a significant portion of 

the total fixed costs required to serve these customers will not be recovered through 

the customer charge. The proposed customer charge for the Residential class does 

not include any of the costs associated with PNM' s fixed investments that are used 

to serve its customers, such as production plant, transmission lines, substations or 

primary/secondary distribution. 

F'OR PERSPECTIVE, DO PROVIDERS OF OTHER SERVICES 

COlVIMONLY USED BY NEW lVIEXICO CONSUMERS RELY 

PREDOlVfiNANTL YON F'IXED CHARGES'? 

Yes. The services that are comparable in some ways to electric service are local 

telecommunications service, Internet service, and cable or satellite video service. 

Examples of the rates assessed by the providers of these services are shown as PNM 

Exhibit SC-12. In each case, I provide at least one example of a standard charge for 

basic, "no-frills" service, as well as the charges for limited upgrades. 
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Three important conclusions can be drawn from this review. First these providers 

assess a high fixed charge for basic service. Customers are responsible for these 

fixed charges regardless of whether they actually place any phone calls, surf the 

web, or watch television during the billing period. 

Second, if customers request additional features or services, the providers usually 

assess higher fixed charges to reflect the additional costs or value of such 

enhancements. While volumetric charges are assessed on some services, such as 

calls for information, long~distance service for the most basic home telephone 

service, or movies on demand, those charges represent a relatively small portion of 

the total bills most customers pay for enhanced telecommunications, Internet and 

video services. 

Third, consumers are accustomed to paying monthly fixed charges that exceed the 

Company's proposed Residential fixed charge. This comparison demonstrates that a 

fixed monthly charge of $12.80 for PNM' s electric customers is in line with the 

fixed charges customers routinely pay for other services. The general conclusion 

that I draw is that fixed charges are a common feature in network industries. Insofar 

as those fixed charges to customers reflect the fixed charges the provider incurs, this 

pricing method makes sense, and can be witnessed throughout "network" markets. 
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HOW DOES PNM'S PROPOSED RESIDENTIAL CUSTOMER CHARGE 

COMPARE TO OTHER LOCAL UTILITY SERVICES? 

The City of Santa Fe charges a $19.34 fixed monthly fee for 5/8-inch water service. 

ABCWUA charges monthly fixed fees of $13.03 for 5/8-inch water service, which 

includes an $8.52 Metered Service charge and a $4.51 Metered Service Strategy 

Implementation charge. The New Mexico Gas Company's monthly access fee is 

$11.50. 

F. Changes To Demand Charges 

PLEASE SUl\fMARIZE PNM'S PROPOSAL FOR CHANGING ITS 

DEMAND CHARGES. 

PNM proposes to modify its demand charges for all customer classes under a three-

nart tariff21 to move rates closer to or at the full cost of service level. This allows 
' 

more recovery of capacity-related costs through demand charges. The customer 

classes with a demand charge are: General Power (Rates 3B and 3C); Large Power 

(Rate 4B); Large Industrial Service 8,000 kW minimum (Rate 5B); Large Service 

for Universities (Rate 15B); Large Service for Manufacturing (Rate 30B); and Large 

Service for Station Power (Rate 33B ). For the new proposed Large Service for 

Customers 3,000 and above kW (Rate 34B), demand rates are initially set to recover 

all demand-related costs. 

21 A three-part tariff comprises a customer. demand and energy charge. 
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WHAT IS THE RATIONALE FOR MODIFYING DEMAND CHARGES? 

Company witness Mr. Ortiz addresses the policy supporting this proposal. 

Modifying the demand charges is consistent with one of the key rate design 

objectives in this case: increased recovery of fixed costs through fixed monthly 

charges. Also, demand charges set to recover all or nearly all the capacity-related 

costs PNM incurs to serve these customers will assist in developing price signals 

that ensure economically efficient energy usage, thus incentivizing system use 

optimization and promoting higher load factor use, thereby lowering costs to all 

customers. 

CAL'J YOU EXPLAIN HO\V THE COI\'IP ANY CALCULATED THE 

PROPOSED DEMAND CHARGES? 

For all three-part rate classes, PNM' s proposed rates increase the amount of fixed 

costs being recovered through demand charges. These costs include fixed costs the 

Company incurs for prodnction, transmission, substations and primary/secondary 

distribution. For schedules General Power (Rates 3B & 3C) and Large Power (Rate 

4B), the proposed demand charges were set at approximately 69% of the cost-based 

level to mitigate the rate impact for customers with a low load factor (e.g., within 

Schedule 3C). For example, for Schedule 4B customers, demand-related costs total 

over $69 million. PNM is proposing to collect approximately $48 million from 

Schedule 4B customers through the demand charges. This will likely encourage 
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customers to improve their load factor, which will result in a lower effective cost of 

electricity. PNM Exhibit SC-10 provides a summary of PNM's current and 

proposed demand charges. 

IS PNM PROPOSING OTHER CHANGES TO THE DEMAl~D CHARGES 

IN TERMS OF HOW SUCH COSTS WILL BE REFLECTED ON 

CUSTOMER BILLS? 

Yes. Consistent with the changes to the customer and demand charges discussed 

above, Pt"'1v1 also is proposing modifications to existing rate schedules that change 

how demand charges are assessed and shown in customers' bills. A summary of 

these changes is reflected in 530 Schedule 0-4; redlined versions of the tarifis 

demonstrating the specific proposed tariff changes are included in PNM Exhibit 

JCA-5. Under current tariffs, the customer charge includes costs related to serving 

the minimum demand specified on each schedule. For the purpose of improving 

transparency and providing more accurate price signals. the minimum demand-

related costs will be recovered through the demand charge in the proposed tariffs. 

PNM believes that this increased transparency will aid these customers· 

understanding of their electric bills. Additionally, separating the customer charge 

from the minimum demand helps establish a clearer price signal for these larger 

customers, which can provide for economic efficiency in energy usage. 
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Rate Schedule Consolidation For North And South Customers And Rate 
Re-Design For Streetlighting And Private Area Lighting 

PLEASE EXPLAIN THE COMPANY'S PROPOSAL TO CONSOLIDATE 

THE NORTH AND SOUTH STREETLIGHTING RATES? 

After the conclusion of Case No. 10-00086-UT, when the North and South rates 

classes were consolidated, the rates and rate structures for PNM North and South 

Streetlighting customers were simply combined but not consolidated. As such, 

currently, PNM's North and South Streetlighting (Rate 20) customers pay different 

prices for identical lights and poles. Also, the North rates have separate light and 

pole components, while the South rates bundle lights and poles together. To resolve 

these issues, the Company is proposing to prepare a single, consolidated set of base 

rates. including pole, light and ownership options for PNM North and South 

customers. 

IN ADDITION TO CONSOLIDATION, IS PNM PROPOSING ANY OTHER 

CHANGES TO THE STREETLIGHTING RATES? 

Yes, the Company is proposing to comprehensive! y re-design Streetlighting rates, as 

well as add new features to this tariff that allows customers additional opportunities 

to tailor their Streetlighting options. The rate re-design is needed, in part, given that 

the Streetlighting rates for PNM South are not cost-based. 
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PLEASE EXPLAIN PNM'S EFFORTS TO COMPLY WITH THE 

AMENDED STIPULATION RELATED TO RATE DESIGN ISSlJES FOR 

RATE 20 CUSTOJ\IIERS? 

The Company is proposing Streetlighting rates that address cost allocation, rate 

design, maintenance, and energy efficiency issues in accordance with Paragraph 38 

of the Amended Stipulation. Paragraph 38 of the Amended Stipulation required that 

within six (6) months of the issuance of the Final Order in Case No. 10-00086-UT, 

PNM would enter into discussions with Streetlighting (Rate 20) customers on the 

rate design issues noted above. PNM complied with this requirement.22 PNM 

Exhibit SC-13 is a copy of a July 13, 2012 letter PNM sent to Rate 20 customers 

offering to meet with them regarding certain issues related to Streetlighting. This 

offer to meet resulted in PNM meeting separately with the following cities: 

Albuquerque, Deming, Lordsburg and Silver City. PNM also met with Bernalillo 

and Santa Fe Counties, as well as the Village of Los Ranchos. As a result of those 

customer meetings, PNM received infmmation from individual customers regarding 

specific Streetlighting-related requests or Issues that should be addressed. This 

information turned into considerations PNM IS taking up as part of the 

comprehensive re-design of Rate 20 in this rate case. 

22 See Order Granting Joint Request for Variance, Docket No. 10-00086-UT (issued Feb. 14. 20 12) 
(granting a variance that would extend by six (6) months the deadline for initiation of discussions pursuant 
to Paragraphs 37 and 38 of the Amended Stipulation, which gave PNM an extra six (6) months to engage 
with Rate 20 customers). 
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WHAT ARE THE BENEFITS OF UPDATING THE STREETLIGHTING 

TARIFF? 

There are a number of benefits that will flow to customers from updating the 

Streetlighting (Rate 20) tariff, but the Company also will benefit from this update. 

The benefits can be grouped into three categories, which are: ( 1) simplification of 

the Streetlighting tariff; (2) added flexibility and increased customer choice; and 

(3) more stable rates over time given proposals in this case to limit class rate base 

mcreases. 

PLEASE IDENTIFY CHANGES IN THE CONSOLIDATED RATE 

STRUCTURES THAT WILL SIMPLIFY THE STREETLIGHTING 

TARIFF'. 

From a customer's perspective, the current rate structure is ur1necessarily 

complicated, and so the new Streetlighting tariff simplifies the rate structure in a 

number of ways. First, the proposed changes to the Streetlighting tariff will reduce 

the total number of possible Streetlighting options. Currently, lights are categorized 

three separate ways: (1) PNM-owned overhead lights (i.e., served by an overhead 

wire), (2) PNM-owned underground lights (i.e., served by an underground wire) and 

(3) customer-owned lights. The proposed tariff will eliminate separate overhead and 

underground categories for light rates. Also, PNM is eliminating two lighting 

options that are no longer installed in the field, specifically: (1) 250W Mercury 
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Vapor Underpass Light; and (2) 150W High-Pressure Sodium Streetlight. 

Additionally, two 400W High-Pressure Sodium lighting options (one Streetlight and 

one Floodlight) are being combined into one lighting option, given that the 

underlying costs and the rates for both lighting options are the same. The final step 

to reduce the total number of options is to take the number of Streetlight poles 

offered from eight (four wood and four non-wood) to two (one wood and one non-

wood). 

The second way in which the Streetlighting tariff is being simplified is to create one 

common set of rates that applies to North and South Streetlighting customers. As 

such, a single, common set of rates for Streetlighting service will apply to all of 

PNM's customers. This common set of rates also unbundles the pole and light rates 

to provide even more clarity for customers, which is consistent with PNM North's 

cLment Streetlighting tariff. 

The final step to simplifying this tariff is to correct and standardize the language 

used in the tariff. The proposed modifications to Rate 20, in redline form, are 

attached as PNM Exhibit JCA-5.23 An explanation of the tariti changes is provided 

in 530 Schedule 0-4. 

23 Although the proposed Rate 20 is attached to Mr. Aguirre's PNM Exhibit JCA-5. I sponsor the pricing 
modifications to this tariff. 
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WHAT ARE THE MODIFICATIONS TO THE STREETLIGHTING 

TARH'F THAT WILL INCREASE CUSTOJVIER CHOICE AND ADD 

FLEXIBILITY TO THE LIGHTING OPTIONS? 

During customer meetings held in 2012 as a result of Paragraph 38 of the Amended 

Stipulation, several customers expressed an interest in PNM providing a high-

efficiency lighting option. To satisfy customer interests, as well as to further the 

energy efficiency goals of the State, pmt of the tariff re-write focuses on providing 

customers more flexibility in lighting options, particularly as it pertains to the ability 

to implement new high-efficiency lighting at the customer's discretion. To start, the 

Company is proposing to offer the following Company-owned LED lighting 

options, which are equivalent to standard Streetlighting in the following ways: 

• 43W LED Light- 70W HPS Light equivalent 

• 54W LED Light -lOOW HPS Light equivalent 

• 130W LED Light - 250W HPS Light equivalent 

• 258W LED Light- 400W HPS Light equivalent 

The re-designed Rate 20 also includes a new section on customer-owned and 

maintained lighting that is not specific to any light type and, as such, freely permits 

high-efficiency lighting installations by the customer. This new section uses a 

simplified approach that applies a monthly charge based upon calculated kWh 

derived from the wattage range of the light. This permits the customers the 
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maximum flexibility to choose a high-etiiciency or any other type of light that fits 

the customer's need. Additionally, this new section does not include any 

maintenance costs for the customer-owned lights, which results in lower overall 

Streetlighting rates for customers. Under previous versions of this Streetlighting 

tariff, some customers were still charged a fee for Company maintenance, even 

though they wished to do the maintenance themselves. 

PNM also is introducing another element of flexibility that is not part of the tariff re-

design but will still be an option that will appeal to small municipalities. 

Specifically, PNM's proposal is to allow customers to separately contract with the 

Company to pay for Streetlight maintenance of customer-owned and maintained 

lights. As such, if customers want to own their lights but do not have the manpower 

to maintain them, that customer can enter into a special contract with the Company 

to maintain their lights. Under this construct, however, the customer will be 

responsible for maintaining an inventory of all of its own lights and poles. 

HOW WILL THE MODIFICATIONS TO THE STREETLIGHTING 

TARIFF RESULT IN A lVIORE STABLE STREETLIGHTING RATE OVER 

TIME? 

To start, from a cost allocation perspective, the plan is to design pole and light rates 

that are more reflective of the costs of providing this service. Rates that move 

56 



1 

2 

3 

4 

5 

6 Q. 

7 

8 A. 

9 

10 

11 

12 Q. 

13 

14 A. 

15 

16 

17 Q. 

18 

19 A. 

20 

21 

DIRECT TESTIMONY OF 
STELLA CHAN 

Nl\IPRC CASE NO. 14-00332-UT 

gradually over time to align with the cost of service will naturally become more 

stable. Additionally, PNM is establishing limits on its investment for Company-

owned lights and poles to an amount that corresponds to the capital that is recovered 

in rates. 

CAN YOU DISCUSS THE PROCESS PNM UNDERTOOK TO RE-DESIGN 

STREETLIGHTING RATES. 

PNM Exhibit SC-15, pages l to 9, provides a detailed summary of the process PNM 

undertook to re-design Streetlighting rates, as well as development of the CAR, 

which is discussed below. 

CAN YOU EXI>LAIN RATE CONSOLIDATION AND RE-DESIGN FOR 

PRIVATE AREA LIGHTS (RATE 6)? 

Yes. PNM Exhibit SC-15, pages 10 and 11, explain the rate consolidation and rate 

re-design for the Private Area Lighting Schedule (Rate 6). 

CAN YOU EXPLAIN IN MORE DETAIL THE NEW PROPOSED CAR FOR 

STREETLIGHTING CUSTUMERS? 

Yes. PNM South customers currently do not have cost-based Streetlighting rates. 

As such, these customers are significantly underpaying for most Streetlighting 

facilities and services. The new proposed CAR is meant to mitigate the impact of 
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consolidated North and South Streetlighting rates on PNM South customers. The 

CAR will limit the impact to, at most. a 17% increase on current Steetlighting rates. 

PNM Exhibit SC-15 at page 9 explains in more detail the development of the CAR 

for Streetlights. 24 PNM Exhibit SC-14 demonstrates the overall rate impact for the 

Streetlighting customers, including the effect of the CAR on bill increases for PNM 

South customers. 

H. Elimination Of The Banking Option For DG Customers 

PLEASE EXPLAIN PNM'S PROPOSAL TO ELIMINATE THE BAcl\JKING 

OPTION FOR DISTRIBUTED GENERATION CUSTOMERS. 

To further its efforts to align conservation incentives with system costs, PNM is 

proposing to eliminate DG customers' ability to carry over excess energy 

produced to subsequent billing periods. Rather than carrying over these energy 

credits, PNM will implement a monthly cash-out provision for excess DG energy 

produced. The cash-out provision will pay customers on a monthly basis for 

excess energy pursuant to the existing Schedule 12 (Cogeneration and Small 

Power Production) rates. Modifications to PNM's Net Metering Service, Rider 

24, are included in PNM Exhibit JCA-5; the proposed modifications also are 

summarized in 530 Schedule 0-4. 

2" No CAR was applied to Private Area Lights (Rate 6). 
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IF ADOPTED, \VHAT ISSUES WILL PNJ\t'S PROPOSAL REJ\!IEDY? 

The elimination of the banking option for excess energy produced does away with a 

construct that assumes net metered customer have some ability to store their excess 

energy generated from their DG system and utilize this excess energy at some future 

point in time. By simply paying the customer for this excess energy on a monthly 

basis, as opposed to pennitting customers to use the credits at a later time, PNM 

would send more accurate price signals to net metered customers about their true 

energy costs. Additionally, elimination of the banking option more closely aligns 

cost recovery and cost causation, given that the Compar1y under PNM' s proposal 

will now get paid in each month for the net energy actually used by the customer in 

that same month.25 Much like the DG Interconnection Fee, this proposal also 

reduces intra-class subsidization between DG and non-DG customers by requiring 

DG customers to pay for the net energy consumed. 

IS PNJ\I'S PROPOSAL CONSISTENT WITH THE COMMISSION'S RULES 

AND REGULATIONS? 

Yes. 17.9.570.14(C)(3)(B) NMAC permits PNM to credit or pay each month a net 

metered customer for the electric energy generated in excess of electric energy the 

25 There is a caveat to this statement in that the entire net metering construct does not permit the Company 
to collect all of its fixed costs of providing energy to these net metered customers. The DG Interconnection 
Fee is meant to serve as an additional means to assist the Company in collecting its lost fixed costs 
associated with net metering and reduce cross subsidization. 
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customer received from the grid during the billing period. PNM is electing to pay 

the customer, as opposed to offering the customer a credit. 

WILL PNM'S PROPOSED ELIMINATION OF THE BANKING OPTION 

FOR DG CUSTOJ\IERS APPLY TO EXISTING DG CUSTOJ\IERS? 

No. PNM does not propose to eliminate the banking option for existing DG 

customers until the existing customer's Renewable Energy Ce1tificate ("REC") 

purchase agreement expires. Upon expiration of the existing customer's REC 

purchase agreement, the customer will be subject to a new REC purchase agreement 

that does not permit banking of excess energy produced by the customer's DG 

system. PNM also proposes to eliminate the banking option for those customers 

who do not have installed systems or completed applications by December 31, 2015. 

WHEN PNM PAYS THE CUSTOJ\IER EACH MONTH FOR THE EXCESS 

ENERGY PRODUCED BY ITS DG SYSTEM, WILL PNM ALSO ACQUIRE 

THE CUSTOMER'S JU~CS FOR THE EXCESS E~l<:RGY PRODUCED'? 

Yes. NMSA 1978, Section 62-16-S(B)(l )(a)(2) (2007) of the Renewable Energy 

Act ("REA'') states that RECs are owned by the generator of the renewable energy 

unless "the generator is a qualifying facility, as defined by the federal Public Utility 

Regulatory Policies Act of 1978, in which case the renewable energy certificates are 

owned by the public utility purchaser of the renewable energy unless retained by the 
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generator through specific agreement with the public utility purchaser of the 

energy." Net metered DG systems are considered qualifying facilities under New 

Mexico's regulatory scheme. As such. when PNM pays DG customers for excess 

energy on a monthly basis at the avoided cost rate, PNM also will acquire the 

associated RECs. 

AS A RESULT OF THIS PROPOSAL, \VILL PNM REVISE THE REC 

PURCHASE AGREEMENT FOR SOLAR SYSTEMS S.MALLER THAN 10 

K\V? 

Yes. Upon approval in this case of PNM's request to eliminate the banking option 

for solar systems under 10 k\V, PNM wilL as a compliance filing, submit a new 

REC purchase agreement for these systems. The language in the new REC purchase 

agreement will match the language in the REC purchase agreement for solar systems 

above 10 kW, which states: 

If the Solar Facility generates electricity in excess of the 
ammmt of electricity consumed each month on the Premises 
("Excess Energy"), PNM shall pmchase such Excess Energy at 
its avoided cost, and PNM shall receive from Customer, without 
cost, all RECs associated with such Excess Energy, to the extent 
authorized by the New Mexico Renewable Energy Act. 
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VI. PNJ\f'S PROPOSED NEW TARIFFS 

Revenue Balancing Account 

PLEASE EXPLAIN THE COl\riP ANY'S REVENUE BALANCING 

ACCOUNT PROPOSAL. 

PNM is filing for approval of a four-year pilot Revenue Balancing Account tariff to 

remove the disincentives for energy efficiency and load management measures. 

This pilot program will apply to the Residential Service (Rates lA, 1 B) and Small 

Power Service (Rates 2A, 2B). The Revenue Balancing Account is a decoupling 

mechanism that allows PNM to collect all of its fixed costs through a process that 

tracks the difference between the customer class revenues authorized by the 

Commission and the actual revenues collected for that customer class. The 

difference will result in future rate adjustments to collect any under-recovery from or 

to credit back any over-recovery to customers. By permitting PNM to collect a pre-

established amount of revenue toward fixed cost recovery regardless of the actual 

sales revenues received during any year, PNM is indifferent to the usage levels of 

the customers to which the Revenue Balancing Account applies. 

Both Dr. Hansen and Company witness Mr. Ortiz support the policy reasons for 

implementing the Revenue Balancing Account. Dr. Hansen also addresses PNM' s 

compliance with the requirements of the Amended Stipulation as it pertains to this 
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proposal. I am sponsoring the Revenue Balancing Account tariff (Rider 42), which 

is provided in the Advice Notice for this case and in PNM Exhibit SC-3. I also am 

supporting the calculations that develop the Revenue Balancing Account taritl 

(Rider 42). 

PLEASE EXPLAIN THE COMPONENTS OF THE REVENUE 

BALANCING ACCOUNT TARIFF. 

From a high-level perspective, the Revenue Balancing Account tariff will calculate a 

deferral amount each month, which will be the difference between the monthly 

allowed revenue toward fixed costs set in this rate proceeding and the actual revenue 

toward fixed costs billed under the volumetric rates to those customers. PNM 

Exhibit SC-16 sets forth the supporting data to calculate the Revenue Balancing 

Account deferral, while Dr. Hansen in his testimony supports the actual formula that 

is used to calculate the deferral. In particular, PNM Exhibit SC-16 calculates the 

two key components of the deferral, which are: (1) the FCE, the fixed-cost portion 

of the energy rate for a customer class, expressed in $/kWh; and (2) the FCC, the 

fixed cost per customer and per month for a customer class. PNM Exhibit SC-16 

shows how the FCC and FCE parameters are calculated for each of the two 

applicable customer classes (Residential and Small Power). As described by Dr. 

Hansen, to calculate the FCC, the fixed costs recovered through the volumetric rates 

are divided by the test year number of customers served in the customer group. To 
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calculate the FCE, the fixed costs recovered through the volumetric rates are divided 

by the test year sales to the customer group. 

DOES THE AMENDED STIPULATION RELATE TO THIS REVENUE 

BALAt~CING ACCOUNT PROPOSAL? 

Yes. Paragraph 39 of the Amended Stipulation required that before PNM could 

request approval of a mechanism to remove disincentives for energy efficiency 

programs, it was required to engage in good faith consultations with stakeholders. 

Dr. Hansen provides the detail regarding the September 29, 2014 and November 5, 

2014 stakeholder meetings PNM held in accordance with Paragraph 39 of the 

Amended Stipulation. 

B. DG Interconnection Fee 

PLEASE EXPLAIN THE PROPOSED DG INTERCONNECTION FEE. 

PNM is proposing a fixed monthly DG Interconnection Fee (Rider 41) to be 

applicable to new solar and wind DG customers that take service as net metered 

customers.26 New DG customers are those customers who do not have a DG system 

installed or a completed application as of December 31, 2015. The proposed new 

DG Interconnection Fee is presented in the Advice Notice for this case and in PNM 

Exhibit SC-3. 

26 See Paragraph 26 of the Amended Stipulation and Paragraph 197 of the Final Order Conditionally 
Approving Stipulation. both in Case No. 10-00086-UT. 
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PLEASE DESCRIBE THE DG INTERCONNECTION FEE AND HO\V PNM 

WILL CALCULATE THIS FEE. 

PNM proposes to assess a fixed charge per subscribed kW-AC of installed DG 

capacity. PNM first calculates the fixed costs being recovered through the 

volumetric charge. PNM then calculates the amount of kWh that a one kW system 

produces in a month. The product of the fixed costs embedded in each kWh charge 

and the amount of kWh each one kW system produces identifies the amount of fixed 

costs that a DG customer avoids each month. For example, based upon the proposed 

rate design, a DG Interconnection Fee of $16.73 per kW per month should be 

charged to a Residential customer with a 1 kW photovoltaic ("PV") system. This 

DG Interconnection Fee includes revenue requirements related to generation, 

transmission and distribution. See PNM Exhibit SC-17, which provides a detailed 

calculation of the cost-based DG Interconnection Fee for the applicable customer 

classes. As discussed in more detail in Mr. Ortiz's testimony, PNM is proposing to 

cap the DG Interconnection Fee at $6 per kW-AC per month. 
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IN DEVELOPING THE DG INTERCONNECTION FEE, HAS PNlVI 

FACTORED IN THE REASONABLY DETERMINABLE BENEFITS TO 

PNM'S SYSTE:M PROVIDED BY THE DG INTERCONNECTION 

CUSTOlVIERS DURING THE THREE YEAR PERIOD AFTER THE DG 

INTERCONNECTION FEE WILL GO INTO EFf.'ECT? 

Yes. The DO Interconnection Fee is designed to collect fixed costs PNM incurs to 

serve DO customers. The benefit of avoided fuel is not realized under a net 

metering construct, as supported by Mr. Ortiz's testimony in NMPRC Case No. 14-

00158. In addition, PNM has determined that there are no specific quantifiable 

benefits from net metering in addition to avoided fuel costs. In summary, PNM 

cmmot quantify any benefits from DO interconnection customers that may be used 

as an offset for the fixed costs PNM incurs in serving these customers. 

C. Economic Development Tariff 

PI.EASE OUTLlNE THE PURPOSE OF THE ECONOMIC 

DEVELOPlVIENT TARU'F PNM IS PROPOSING. 

PNM is proposing an economic development tariff consistent with NMSA 1978, 

Section 62-6-26 (1993) of the Public Utility Act ("PUA") and 17.9.590 NMAC of 

the Commission's Rules ("Rule 590"). The economic development tariff will offer a 

discounted rate to Schedules 4B, SB and 34B to encourage new industry to locate in 
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New Mexico and encourage existing customers to further invest in their business in 

this State. 

PLEASE DESCRIBE THE MECHANICS OF THE PROPOSED 

ECONOMIC DEVELOPMENT TARIFF. 

PNM's economic development tariff (Rider 43) is included in the Advice Notice of 

this case and in PNM Exhibit SC-3. The proposed economic development tariff sets 

forth discounted percentages to the customer's applicable demand charge. To be 

eligible to be served under the economic development tariff, the customer's new 

demand must be greater than 500 kilowatts. Also, the tariff will offer a discounted 

rate to existing customers with incremental load over 200 kW. To be eligible, both 

new and existing customers must make at least 50% of their sales out of state. 

Consistent with the requirement at Section 62-6-26(C) of the PUA, which requires 

that a utility have excess capacity prior to offering such rates, PNM' s proposal caps 

the amount of capacity available under the economic development tariff at 20 MW. 

The 20 MW represents a very small percentage- about 1% -- of PNM's planning 

demand. PNM has chosen to place a fairly restrictive cap on its economic 

development tariff given this is the first time in several years that it will offer such a 

program and it is unclear how well utilized the program might be. PNM does not 

want to over-extend its available planning capacity under this program, given the 

importance of reliably serving existing customers. 
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As to the specifics of the discount, PNM recommends that in the five consecutive 

12-month billing periods beginning with the first billing period after the customer 

commences service under the economic development tariff, the following discounts 

will be given: 

• A maximum of 50% for 0-12 month; 

• A maximum of 40% for 13-24 months; 

• A maximum of 30% for 25-36 months; 

• A maximum of 20% for 37-48 months; :md 

• A maximum of 10% for 49-60 months 

Additionally, Section 62-6-26(A) of the PUA reqlllres that an economic 

development tariff be designed to recover at least the incremental cost of providing 

service to eligible customers. Pursuant to the economic development tariff included 

in the Advice Notice, when a customer requests service, PNM is required to 

document that the rate charged after the percentage discount over the five-year 

period will not go below the incremental cost of providing service to that customer. 

If the percentage discount does cause the rate charged to go below the incremental 

cost of providing service, PNM will be permitted to reduce the percentage discount 

as needed. The percentage discount is never to exceed the maximum discount 

permitted in each year. 
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\VHAT ARE THE BENEFITS OF THE ECONOMIC DEVELOPlYIENT 

TARI:F.F? 

PNM believes that declining percentage discounts, starting at 50% in the first year, 

are one of the best methods to incentivize industry to relocate to New Mexico or for 

existing customers to expand in the State, while also providing protection to the 

Company's existing customer base. Moreover, since the discounts decline over a 

five-year period, existing utility customers benefit because the new customers 

contribute an increasing amount toward the system costs. Company witness Mr. 

Ortiz provides other policy reasons in support of PNM's proposed economic 

development tariff. 

ARE YOU F AlYllLIAR WITH OTHER JURISDICTIONS THAT HAVE 

IMPLEMENTED ECONOMIC DEVELOPMENT TARIFFS? 

Yes. Many jurisdictions throughout the United States have successfully 

implemented economic development rates. Focusing on the Southwest, the 

following investor-owned utilities have implemented commission-approved 

economic development rates: in California, Pacific Gas & Electric and SoCal 

Edison; in Nevada, Sierra Pacific Power Company d/b/a NV Energy and Nevada 

Power d/b/a NV Energy; and in Texas, El Paso Electric Co. and Southwestern 

Electric Power Company ("SWEPC0").27 

27 SWEPCO's economic development tariff is labeled ·'experimental." 
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COULD YOU DETAIL THE STRUCTURE Al~D INCENTIVES OFFERED 

BY EACH UF THESE UTILITIES? 

Yes. PG&E and SoCal Edison share the same economic development rates 

("EDR"), which include two schedules - a "Standard EDR" and an "Enhanced 

EDR." Under the Standard EDR, each utility applies a 12% reduction to the 

customer's bundled otherwise applicable tariff charge for five years. To qualify for 

the tariff, a customer must either be a new commercial or industrial customer with at 

least 200 kW load, or an existing customer who can show that without the EDR they 

would no longer be able to continue operating in California. The program is limited 

to a 200 MW cap for each utility, including both Standard and Enhanced EDR 

customers. 

In Nevada, the Public Utilities Commission has approved Schedule EDRR for both 

Siena Pacific Power and Nevada Power (doing business as NV Energy), pursuant to 

Nevada Revised Statutes 704.7871 through 704.7882. Schedule EDRR permits 

eligible customers to discount their Base Tariff Energy Rate by 30% for the first 

year, 20% for the second and third years, and 10% for the fourth year. To qualify, a 

customer must be a new commercial or industrial customer with new load demand 

greater than 300 kW. The program is limited to 50 MW statewide. 
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El Paso Electric Co. in Texas offers an economic development rate to customers that 

have a minimum monthly billing demand of 500 kW through Schedule No. 33 -

Economic Development Rider. The rider IS limited to five large 

industrial/commercial customer classes and allows them to discount their monthly 

demand charge by the following percentages: 10% for the first year, 7.5% for the 

second year, Sl}l(j for the third year, and 2.5% for the fourth year. The program is 

limited to 150 MW of total demand. 

Svv'EPCO's Experimental Economic Development Rider is available to only the 

Lighting and Power and Large Lighting and Power Service schedules. Among other 

requirements, to qualify, a customer must increase the number of full-time 

employees at its facility by specified amounts and have additional load to qualify for 

this experimental rider. Regarding the increased load, for customers with existing 

load, they must have an additional load increase in excess of 1,000 kW, and for 

customers above 20,000 kW, they must have additional load increase of 5% of 

existing load. Also, businesses must fall within certain categories, which include 

industries manufacturing products for sale or resale, regional 

warehousing/distributing, scientific/industrial research and development, corporate 

relocations. The percentage discount to the customer's rate is determined by the 

number of additional full-time employees added by the business. For example, 
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NlVIPRC CASE NO. 14-00332-UT 

businesses with 31 or more additional employees get a 40% discount in year 1, a 

30% discount in year 2 and a 20% discount in year 3. 

IS PNM•s PROPOSAL IN LINE WITH THE ECONOMIC DEVELOPMENT 

RATES OFFERED BY THESE UTILITIES? 

Because each tariff varies, it is difficult to directly compare the tariffs. PNM's 

economic development tariff is being offered to both existing and new customers, 

which is consistent with most of the tariffs for other investor-owned utilities noted 

above. 

In tenns of the amount of discount, when viewed as a whole, PNM' s proposal is 

largely consistent with California's Enhanced EDR. Although the discount PNM 

proposes for the first two years (a maximum of 50% for months 0-12 and 40% for 

months 12-24) is higher than the discounts offered by the investor-owned utilities 

cited above, PNM's average discount over the five-year lifespan of the rate is 30%. 

This discow1t is consistent with the incentives offered by PG&E and SoCal Edison 

under their "Enhanced EDRs," which are available in cities or counties with high 

unemployment rates. In deciding in favor of PG&E's Enhanced EDR, the California 

Public Utilities Commission stated: 

In addition to direct benefits to other ratepayers, economic 
attraction and retention activities also provide indirect benefits 
to ratepayers in the form of increased employment opportw1ities 
and improved overall local and economic vitality. Local 
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communities benefit from the economic multiplier effect, 
resulting from local spending by newly employed. or 
continuously employed, workers where the businesses locate. 
One of the indirect results from the strengthened economic base 
is the more complete use of the utilities' transmission and 
distribution facilities which further reduces rates. 28 

As further described in Mr. Ortiz's testimony, these are precisely the benefits PNM 

seeks to achieve through its proposal. 

HOW WILl~ THE PROPOSED ECONOMIC DEVELOPMENT TARU_,F 

AFFECT OTHER CUSTOMER CLASSES? 

There will be no additional cost burden on existing customers since the discounted 

rates are developed to recover at least the incremental cost to serve such customers. 

Furthermore, since the resulting discounted rates will be higher than the incremental 

cost to serve, existing customers will benefit as the percentage discount to the 

economic development customer decreases and more system costs are recovered 

from that customer. 

28 Application of Pacific Gas and Electric Company for Approval of Economic Development Rate for 2013-2017, 
Application 12-03-001, Decision 13-10-019 (October 9, 20 13), at pages 16-18. 
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NMPRC CASE NO. 14-00332-UT 

Schedule 34b --Large Service For Customers 3,000 kW And Above 
Tariff 

PLEASE EXPAl~D UPON THE COlVIPANY'S PROPOSAL TO ADD A NEW 

LARGE SERVICE CLASS TO ITS RATE SCHEDULES AND TARIFFS. 

As mentioned in my testimony above, the allocation of costs to customer classes 

should recognize various customer class characteristics, such as peak demand, 

energy usage, load factor, number and size of customers, point of delivery, etc. As 

PNM examined the customers that are currently served under Large Power Service 

(Rate 34B), it is apparent that a few customers have characteristics that are distinct 

from the rest of customers in that class. Therefore, from a cost allocation 

perspective, it is warranted to establish a separate rate class for these customers, for 

which PNM is proposing Rate Schedule 34B. 

Specifically, the customers for which this class is being designed have peak demand 

that is five times the Rate Schedule 34B class average and the monthly usage is 10 

times the Rate Schedule 4B class average. Moreover, these customers have greater 

than 90% load factor as compared to the Rate Schedule 4B class average of about 

65%. 

This rate schedule is included in PNM Exhibit SC-3 and in the Advice Notice to this 

application. This rate schedule will be offered to customers with a monthly 

minimum demand of 3,000 kW. 
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NMPRC CASE NO. 14-00332-UT 

ARE THERE POTENTIAL NEW CUSTOMERS THAT WILL QUALIFY 

FOR THIS VERY LARGE CUSTOMER CLASS? 

Yes. PNM believes the creation of this new Large Service (Rate 34B) class might 

attract new industry to New Mexico. In particular, PNM believes that the 

parameters of this new customer class may be attractive to data centers. As such, 

there are added economic development benefits to creating this customer class. 

VII. MODIFICATIONS TO THE VOLTAGE CLASS 
AD.JUSTJ\!IENT FACTORS 

IS PN.M REVISING ITS VOLTAGE CLASS ADJUSTMENT FACTORS 

USED TO CALCULATE BA.'iE Fl:'EL RATES AND VARIABLE FUEL 

RATES IN THIS CASE? 

Yes. The Voltage Class Adjustment Factors reflect the energy losses for each class 

for the test year as compared to the Company average energy loss rate for the test 

year. Given that the test year losses are different from losses used in PNM's last rate 

case, Case No. 10-00086-UT, the Voltage Class Adjustment Factors must be 

modified. PNM Exhibit SC-18 shows the calculation for the Voltage Class 

Adjustment Factors, as well as the Base Fuel Rates, which are derived from these 

Voltage Class Adjustment Factors.29 

29 The Voltage Class Adjustment Factors are presented in Rider 23. Rider 23 also demonstrates how to calculate the 
Variable Fuel Rates using the Voltage Class Adjustment Factors. Bm;e Fuel rates, which are modi tied by the changes 
to the Voltage Class Adjustment Factors, appear in each base tariff. 
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DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 

Yes. 
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STELLA CHAN: EDUCATIONAL AND PROFESSIONAL SUMMARY 

Name: Stella Chan 

Address: Public Service Company ofNew Mexico 
Main Offices 
Albuquerque, New Mexico 87158-1105 

Position: Director, Pricing and Load Research 

Education: University ofHouston, Houston, Texas 
• MBA with concentration in Finance 
• BBA with major in Finance 

Language Skills: 
Fluent in English, Mandarin Chinese and Cantonese 

Employment: Public Service Company ofNew Mexico, Albuquerque, New Mexico: 
Director, Pricing & Load Research: 2013 to present 

Colorado Springs Utilities, Colorado Springs, Colorado 
Manager, Pricing & Forecasting, Planning and Finance Division: 
2003-2013 

University of Houston, Houston, Texas, New Mexico: 
Adjunct Faculty- Finance Department: 2003 

Independent Consultant: 2002 to 2003 
• Challenger Development, L.C. 
• Boyce Power System 

Energy Wholesale Operations, Houston, Texas 
Director, Government and Regulatory Affairs: 2001 

Enron Corporation, Houston, Texas 
Director, Government Affairs: 2000-2001 
General Manager, Operations, SK-Enron, Seoul, South Korea: 1999-2000 
Director, Regulatory Affairs, Enron International: 1997-1999 
Manager, Rates and Tariffs, Enron Energy Services: 1997 

E1 Paso Energy, Houston, Texas 
Staff Analyst, Research and Competitive Analysis: 1996-1997 
Consultant, Business Development: 1995-1996 
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Employment (Continued): 
Duke Energy (fonnerly Texas Eastern), Houston, Texas 

Project Leader, Strategic Planning: 1994-1005 
Project Leader, Market Planning and Analysis: 1992-1994 

El Paso Energy (formerly Tenneco Gas), Houston, Texas 
Senior Analyst, Cost Allocation and Rate Design: 1990-1992 
Analyst, Special Projects: 1987-1989 

Community Activities (Colorado Springs, Colorado): 
Board Chair, Urban Peak Colorado Springs 
Treasurer, Urban Peak Colorado Spring 
Board Member, CASA (Court Appointed Special Advocate), Pikes Peak Region 
Steering Committee, Community Focus Fund, Colorado Springs Utilities 

Testimony Filed Before the New Mexico Public Regulation Commission: 

Case Number 
Un-Docketed 

Un-Dockcted 

14-00118-UT 

14-00150-UT 

14-00158-UT 

14-00310-UT 

Proceeding/Subject Matter 
Advice Notice No. 478, relating to the revision ofPNM Rate 
No. 20- Integrated System Streetlighting and Floodlighting 
Service, September 27, 2013 
Advice Notice Nos. 480 and 65, regarding consolidation of 
PNM's North and South Rules, updates to service rules, and 
changes to Rule 15 - Line Extension Policy, November 15, 
2013 
Matter ofPNM's Advice Notice 493, relating to modification 
to the qualifying criteria tor service under Rate No. 58-Large 
Service to Customers, April22, 2014 
Matter ofPNM's Application for Approval of the City of Rio 
Rancho Underground Project Rider Pursuant to Advice Notice 
No. 495, May 25, 2014 
PNM's Renewable Energy Portfolio Procurement Plan for 
2015 and Proposed 2015 Rider No. 36 Rate, June 2, 2014 
PNM's Application for Approval of2014 Electric Energy 
Efficiency and Load Management Program Plan and Revision 
to TariffRiderNo. 16, October 6, 2014 

CCC# 518680-1'2 
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ACRONYMS USED IN TESTIMONY 

Term Acronym 

I Albuquerque Bernalillo County Water Utility 

I Authority 

ABCWUA 

Coincident Peak 

i 

! Consolidation Adjustment Rider 

I Contribution in Aid of Construction 

CAR 

CIAC 

Distributed Generation 1 DG 

J 
. Embedded Class Cost of Service Study I ECCOSS 

i-t_Fo_u_r_c_o_in_c_id_e_n_t_Pe_a_k-----------t-~-4-C_P ________________ _ 

I National Association of Regulatory Utility 1 NARUC 

I Commissioners 

r---------------------------------------
New Mexico Public Regulation Commission 

I New Mexico Public Service Commission 

Non-Coincident Peak 

One Coincident Peak 

L 
Photovoltaic 

Public Service Company of New Mexico 

I Public Utility Act 
-

Rate of Return 

Time of Use 

.NMPRC ----------------------------~ 

f 

I i 

I NMPSC 

i NCP I 
I 

lCP 

PV I 

i 
' 

I PNM 

PUA 

I ROR 
I 

TOU 

Renewable Energy Certificate 

~ Twelve Coincident Peak p 

3-Summer/1-Winter Coincident Peak 3S1WCP 

I 



Copies of new tariffs that PNM is proposing in this rate case. 

Is contained in the following 14 pages. 
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Summer and winter coincident peaks for PNM from 2007 through June 
2014. 

Is contained in the following page. 



PNM's System Peak Hourly loads (MW)- Actuals 

A B c D G H 

1 
2 Month 

3 Year Jan Feb Mar Apr May Jun Jul Aug Sep 

4 2007 1,552 1,524 1,431 1,362 1,462 1,872 1,925 1,933 1,755 

5 2008 1,605 1,540 1,407 1,313 1,624 1,874 1,901 1,874 1,636 

6 2009 1,465 1,439 1,276 1,293 1,511 1,654 1,851 1,866 1,674 

7 2010 1,508 1,502 1,380 1,260 1,512 1,852 1,973 1,856 1,698 

8 2011 1,547 1,709 1,313 1,286 1,472 1,912 1,938 1,883 1,815 

9 2012 1,457 1,404 1,367 1,392 1,603 1,947 1,948 1,925 1,775 

10 2013 1,576 1,418 1,278 1,323 1,511 2,008 1,884 1,796 1,780 

11 2014 1,421 1,453 1,254 1,218 1,529 1,878 1,923 1,742 1,808 
Monthly 

12 Average 1,516 1,499 1,338 1,306 1,528 1,875 1,918 1,859 1,743 

13 
14 

K M N 

Max (Jan 

Oct Nov Dec Dec) 
1,441 1,508 1,606 1,933 

1,406 1,403 1,643 1,901 

1,394 1,457 1,531 1,866 

1,530 1,529 1,551 1,973 

1,348 1,377 1,645 1,938 

1,393 1,373 1,523 1,948 

1,298 1,421 1,527 2,008 
1,245 1,211 

1,382 1,410 1,575 
.... 

0 

Summer Peak 

Jun-Sep {MW) 

1,933 
1,901 

1,866 

1,973 

1,938 

1,948 

2,008 

N/A 

1,938 

PNM Exhibit SC-4 

Page 1 of 1 

p Q 

Winter 

Winter Peak Max/Summer 

Nov-Feb (MW) Max 
1,606 83% 

1,643 86% 

1,531 82% 

1,551 79% 

1,709 88% 

1,523 78% 

1,576 78% 

N/A N/A 

Average 82% 
1,591 82% 

Ave of CoL 0 Ave of Col. P 



Two letters sent by PNM in 2014 to customers served under Rate Schedule llB 
(Water & Sewage). 

Is contained in the following 22 pages. 



Main Offices 
Albuquerque, NM 87158-1105 
p 505 241-2700 

F 505 241-2347 

PNMcom 

Via U.S. Mail and Electronic iMai! 

Bagher Dayyani 
Albuquerque Bemalillo County Water Utility 
Authority 
P. 0. Box 1985 
Albuquerque, NM 87103-1985 

October 14, 2014 

Nann M. Winter, Esq. 

PNM EXHIBIT SC-5 
Page 1 of 22 

Stelzner, Winter, Warburton, Flores, Sanchez 
& Dawes. P.A. 
P. 0. Box 528 
Albuquerque, NM 87103-0528 
nwinter@stelznerlaw.com 

Re: Compliance with Paragraph 19 ofthe Stipulation in NMPRC CaJe No. 10-
00086-UT Regarding Adjustmmt to PNM's 11 B- Water and Sewage 
class' coincident petlk demands to be used for cos·t allocation purposes in 
PNM's next General Rate Case 

De<u Mr. Dayyani and Ms. Winter: 

PNM's last general rate case (NMPRC Case No. 10-00086-UT) resulted in the filing of an 

Amended Stipulation to Conform to Commission Order (''Amended Stipulation"), which 

includes certain requirements PNM needs to fulf1H before the next rate case Hling. PNM plans to 
file a rate case in late 2014. 

Specifically, Paragraph 39 of the Amended Stipulation filed in NMPRC 
states: 

No. l 0-00086-UT 

39) PNM and the Rate Schedule 11 B customers will determine the appropriate 

Rate Schedule 11 B coincident peak ("CJ' ") demand for an_v month to be u.redj(n· 

cost allocation purposes in PNlvl's next general rate case filing for those 

customers. Specif'ical(v, PNM will reduce any monthly CP demand for Rate 
,)chedule 11 B where the monthly date time occur during a current PNM 

TOU ofrpeak hour. The amount of the reduction will recognize Rate Schedule 

1 I B customers ' operational load shijiing capabilities, and will be determined 

jointly, in good faith by PNM and the Rate Schedule 11 B customers. PNM and 

the Rate Schedule 1 l B customers will determine, in good faith, whether 

reductions should be made to Rate Schedule 11 B CP demands occurring within a 

current PN!14 TOU on-peak hour to adjuxl demands to appropriately 

Rate Schedule /I B 's operations and load sh(jfing capabilities. PNM agrees not 

to file an average-and-excess demand allocation in its next general rate case 

filing 
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Parties representing both PNM and Rate ll B customers in Case No. l 0-00086-UT agreed the 

Amended Stipulation that Rate 11 B customers have demonstrated a longstanding ability to shift 

electric usc in response Time-Of-Usc ("TOU") periods. If PNM were to propose any change to 

its TOU periods in an upcoming general rate ca.<>c, then it also would be appropriate to adjust 

future 11 B monthly CP demand if that demand occurred during a current PNM Off-Peak Hour so 
that the class would not be unduly penalized for its current operating practices. PN\1 has already 

provided notice that it intends to adju..:;t its TOU hours in its next general rate case in letters 

provided on May 31, 2012 and July 1,2014, so a means of appropriately adjusting Rate 11 B CP 

loads needed to be implemented consistent \vith the method agreed to in the Amended 
Stipulation. 

In 2012, PNM met with Rate 11 B- Water & Sewage customers (Albuquerque Bematillo County 

Water Utility Authority, the City of Santa Fe, and the City of Rio Rancho), 4B customers the 

30B customer to discuss a variety of rate design matters required by the Amended Stipulation. 

The 2012 meeting included a brief discussion of the method to be used to accomplish the intent 

of Parabrraph of the Amended Stipulation based on questions during the meeting. 

Pursuant to this letter, PNM is to the mcthodoiogy that was set in 

Paragraph 39 of the Amended Stipulation for the purposes of the filing in PNM's upcoming 

electric rate case. Specifically, during months where PNM's System CP demand occurred 

during a current PNM Retail Off-Peak Hour, PNM will adjust the Water & 

System CP demands down to the value registered during nearest occurring current PNM 
Retail On-Peak Hour. method appropriately recognizes the Water & Sewage Rate Class' 

unique operations and load shifting capabilities to quickly respond to IOU price signals. 

preparation the next general rate case t!ling, has the hourly class 

and Water & Sewage class CP demand data. The attachment to this memorandum summarizes 

the overall results of that analysis, which also is described below: 

During the base period1 that will be used PNM's upcoming general rate case, there 

were three months when the date and time ofPNM's Retail demand occurred during a 

current P:--.IM Retail Off-Peak Hour2. Those months were November 2013, March 201 

and April 2014. Utilizing the methodology described and agreed upon in the Amended 

Stipulation, PNM proposes to adjust the Water & Sewage Class' CP demands those 

three months to the levels recorded for the nearest occurring PNM Retail On-Peak Hour:l 

Historical monthly system CPs for Water and 

1 The anticipated base period for the upcoming rate case filing is July 2013 June 20! 4. 

~ PNM's current Retail Off-Peak Hours are from 8 PM to 8 AM (MDT), Monday through Friday. and all hours on 
Saturday and Sunday. PNM is proposing to modify its On-Peak TOU !lours in the rate case to l 0 AM to 
!0 PM (MDT) Monday through Friday. 

J PNM's current Retail On-Peak Hours are from 8 AM to 8 PM (MDT), Monday through Friday. 
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table titled Water & Sewage Class' System Coincident Peak ("CP"} Demands with 

Adiustments (by Month in Base Year}. Based upon these adjustments, the Water & 

Sewage Class' total of monthly System CP loads was redu4!ed by nearlv 12.4%, which 

appropriately recognizes the Water & Sewage Rate Class' unique operations and load 
shifting capabilities to quickly respond to TOU price signals. This is also illustrated in 
the attached chart titled Water & Sewage Class System Coincident Peak ("CP") Demand 
by Month in Base Year. Adjusting system CP amounts win have the effect of reducing 
the Water & Sewage Class' allocated share of certain capacity related costs in the 

upcoming rate case. 

The adjustment described above is in accordance with the Amended Stipulation and is also 
consistent with the discussion held in 2012. Therefore, PNM proposes the above described 

methodology to be utilized to derive the Water & Sewage Class' System CP demands in PNM's 
next general rate ca..;;e filing. 

If you have any feedback to this proposed approach, please contact me by October 28, 2014 at 

241-4542 or Stella.Chan@pnmresources.com. 

Public Service Con pany of New Mexico 
~ 

SteHa Chan, Director 
Pricing and Load Research 

GCG #581702 
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Water & Sewage Class' System Coincident ll;aak {"CP11 ) Demands witb Adiustmeuts 
(by Month in Base Year) 
(!fa time ofa manthly PNM System CJ> Demand occurs during a current Off-Peak Hour, Water & Sewage ("W&S'') ClllSs' System CJ> 
Demand share is adjusted dovm so that it equals the W &S da5s load in the ~current On-Peak Hour in recogmtion of the W &S 
Class' ability to respond to TOU Price signals.) 

Date, Day of Week and Time (Hour Ending) ofPNM's 
System Coincident (''SC") Peak Demand 

7/10/201.3, Wednesday Hour Ending 17:00 (MDT} 

8/19!2013, Monday ('.?l Hour Ending 16:00 (MDT) 

9/J/2013, Tuesday@ Hour Ending 17:00 (MDT) 

!0/i/2013, Tuesday Hour Ending 20:00 (MDT) 

ll/24/2013. Sunday@ Hour Ending 19:00 (MDT) 

12/9/2013, Monday@ Hour Ending 19:0{) (MDT) 

1123/20!4. Thursday@ Hour Ending 19:00 (MDT) 

2/5/2014, Wednesday@ Hour Ending 19:00 (MDT) 

J/l /20 !4, Saturday Hour Ending I 9:00 (MDT) 

4/22/2014, Tuesday@ Hour Ending 21:00 (fv1DT) 

5/28/2014, Wednesday @ Hour Ending 17:00 (MDT) 

6/30/20!4, Monday@ Hour Ending 17:00 (l\IDT) 

Notes: 

Water & Sewage 
Class' Share of 

System CP 
Demand 
(in kW} 

22,728 

21,218 

!9,066 

15,340 

20,088 

13,495 

13,131 

9,828 

23,881 

18,966 

! !,164 

203,517 

Water & Sewage 
Class' System CP 

Demand 
Adjustments 

(in kW} 
Ill, [2}, and [J I 

0 

0 

0 

/) 
v 

( 11,823) 

0 

0 

0 

(2, ll 

( 11,23 5) 

0 

0 

(15,175) 

Water & Sewage 
Class' Adjusted 

Share of System 
CPDemand 

(in kW) 

22,728 

21,218 

19,066 

15,340 

8,265 

13,495 

13,131 

9,828 

!2,504 

12,646 

18,966 

I !,164 

178,351 

*The nearest PNM Retail On-Peak Hour to Sunday, l !124/2013 at l9:00 (MDT) is Monday, 11/25/20!3 at 9:00 (l\IDT), 
where The Water & Sewage Class hourly load registered 8,265 kW, a reducton of 1!,1!23 kW. 

• The nearest PNM Retail On-Peak Hour to Saturday, 3/l/20 14 at 19:00 (t'.fDT) is Monday, 3/3/2013 at 9:00 (MDT), 
where The Water & Sewage Class hourly load registered 12,504 kW, a reducton of 2, I 17 k W. 

• The nearest PNM Retail On-Peak Hour to Tuesday, 4/22/20 !4 at 2! :00 (MDT) is Tuesday. 4/22/20 !3 at 20:00 (MDT). 
where TI1e Water & Sewage Class hourly load n:g:istcn:d 12,646 kW. a reduclon of 1 kW. 
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Mmn Offices 

Albuquerque, NM 87158-1105 
p 505 241-2700 
F 505 241-2347 

PNMcom 

November 21, 20 14 

Bugher Dayyani 
Albuquerque Bernalillo County Water Utility Authority 
P.O. Box 1985 
Albuquerque. NM 87103-1985 
BDavyani@abcwua.org 

Nann W. Winter, Esq. 
Selzner, Winter, Warbmton, Flores, Sanchez & Dawes, P.A. 
P.O. Box 528 
Albuquerque, NM 87013-0528 
nwmter@stegnerlaw.com 

PNM EXHIBIT SC-5 
Page 6 of 22 

Re: Mutually Agreed Upon Compliance with Paragraph 39 of the Stipulation 
in NMPRC Case No. 10-00086-UT Regarding Adjustment to PNM's llB­
Water and Sewage Class' Coincident Peak Demands u~·edfor Co~·t 
Allocation in PNM's Upcoming Rate Case 

Dear Mr. Dayyani and Ms. Winter: 

On October 14, 2014, PNM sent a letter regarding adjustments to the Coincident Peak (CP") 

demand loads for PNM's I tB Water and Sewage ("Rate llB"). CP loads 
have an impact on the allocation of Generation and Transmission Plant revenue requirements to 

the Rate ll B customers in PNM's soon-to-be filed general rate case. In that letter, PNM 

described an approach it had developed to adjust CP demands as a means of rd1ecting the Rate 

llB customer's unique operational and load shifting capabilities to quickly respond to Time-Of­

Use ("TOU") price signals. The approach as outlined in PNM's October 14 letter is referred to 

in this letter as the "Partial Shifting Case". The October l4 letter also asked for any feedback 

that Rate 11 B custorncrs had conceming this proposal by October 28, 2014. 

PNM did receive feedback from the Albuquerque Bemalillo County Water Utility Authority 

("ABCWUA") during a telephone conference held on October 30, 2014 and in a follow-up letter 
sent on October 3!, 2014 from Nann Winter on behalf of ABCWUA. Given this feedback, PNM 

and ABCWUA worked cooperatively to develop in good faith a jointly supported methodology 

ro adjusr the Rate ll B CP demands. What follows is a description of development of the jointly 

supported methodology and the results of that methodology. This new methodology is referred 

to as the "Shifting All Hours Case''. 

Pagel of 3 
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I. As background, for this rate case PNM will propose a change to its TOU peak period, 

which shifts the peak period by two hours from 8 AM to 8 PM to a proposed 10 AM to 

10 PM Monday through Friday. 1 

2. To adjust CP demand, all of the hourly Rate llB load information for the Base Year2 was 
shifted so that the class now appears to operate on the proposed TOU peak period of l 0 
AM to 10 PM Monday through Friday. 

3. Using the shifted hourly loads, CP loads were then pulled for the Base Year's date and 

time of each monthly system CP. 

4. If a CP for a month occurred during a weekend, that CP load was adjusted down to the 

value of the nearest proposed on-peak hour. 3 

To demonstrate the results of the shifting described above, PNM has attached to this letter a 

series of 14 pages of tables or graphs that compare and contrast the Partial Shifting Case and the 

Shifting All Hours Case, depict the overall load shape for i i B customers and show peak days 

and/or peak times for this rate class using shifted hourly data for each montJ"'"l of the Base Year 

These 14 pages were circulated to ABCWUA on November l3, 2014 and are summarized in the 

first page of the attachment called "Summary of I l B Coincident Peak Load Comparisons by 

Month:'4 

Pages 3-14 of the attachment also have an indexed value of PNM's hourly System Load for each 

of the J 2 monthly peak days. As illustrated by the attached documc!lts, both the Partial Shifting 

Case and the Shifting AU Hours Case produce fairly similar results. However, after cooperative 

discussions between PNM and ABCWUA, we came to a joint agreement that the Shifting All 

Hours Case best captured the intent of Paragraph 39 of the Amended Stipulation to Conform to 

Commission Order ("Amended Stipulation;;) from PNM's last general rate case (NMPRC Case 

No. 10-00086-UT) for the following reasons: 

l. A two-hour shift in PNM' s TOU hours will result in Rate I l B customers shifting their 

operations in order to take maximum cost advantage of the TOU hours change. 

1 More specifically, the proposed shift of the TOU peak period is as follows: from !he current TOU period nf 8 AM 
to 8 PM, Monday through Friday (60 hours per Week) to a proposed TOU period of 10 AM to!O PM, Monday 
through Friday (60 hours per Week). A meeting wa;; held ~fay 9. 2012 with customers and letters were sen! to 
customers on May 31. 2012 and July L 2014 informing them of the new TOU periods to be proposed in PNM's next 
rJte case. 

2 The Base Y car began on 71 l/2013 (Hour Ending 01 :00) and ended on through 6/30/2014 tHour Ending 24:00). 

1 The Partial Shifting CJse also used this same approach. 

1 ;\few textual edits have been made to the graphs originally sent for dean-up purposes only. 
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.., The method is simple to calculate and also fully comports to the Rate 11 B historical 

response to PNM TOU price signals. 

3. The method results in adjustments to CP demands during both on peak and off peak 
hours. 

Although the Shifting All Hours Case does result in either increased or decreased adjustments to 

the monthly Rate ll B CP loads across the Base Year, this methodology results in a 17% 

reduction to CP demands overall. The resulting 17% reduction to CP demands will reduce the 

Rate I I B customers' aHocation of Generation and Transmission plant revenue allocation in 
PNM' s upcoming case. For the foregoing reasons and given the agreement with Rate l I B 

customers, PNM plans to use the methodology described in this letter for revenue allocation for 
Rate 11 B in its upcoming rate case filing. 

If you have any questions concerning the details underlying this analysis, please feel free to 

contact me at (505) 241-4542 or Stella.Chan@pnmresources.com. 

Public Service Company of New Mexico 

Pricing and Load Research 

Encloser 

Electronic Cc: Jody Garcia- J(Jan:ia(~lstclzncrlaw.com 

Dahl Harris- dahlharri::;(q:t10tmail.cnm 
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Summary of 118 Coincident Peak Load Comparisons by Month 

Date (Day of Week at Local 
Clock Hour) 

Jul 10, 2013 (Wed at 17:00) 

Aug 19,2013 (Mon at 16:00) 

Sep 03, 2013 (Tue at 17:00) 

Oct 01, 2013 (Tue at 20:00) 

Nov 24, 2013 (Sun at 19:00) 

Dec 09, 2013 (Mon at 19:00) 

Jan 23, 2014 (Thu at 19:00) 

Feb 05,2014 (Wed at 19:00) 

Mar 01,2014 (Sat at 19:00) 

Apr 22, 2014 (Tue at 21 :00) 

May 28,2014 (Wed at 17:00) 

Jun 30, 2014 (Mon at 17:00) 

Totals for Base Year 

Legend 

Actual 118 
Coincident 
Peak Loads 

22,728 

21,218 

19,066 

15,340 

20,094 

13,286 

13,076 

9,169 

16,337 

23,881 

18,966 

11' 164 

204,326 

Lower Than Actua/11 B Coincident Peak Loads 

Partial Shifting aH 
Shifting Hours Case 

Case 

22,728 

21,218 

19,066 

15,340 13,021 

8,668 8,668 

i3,286 11,671 

13,076 9,779 

9,169 8,071 

12,504 12,504 

12,646 11,579 

18,966 

11,164 10,590 

177.832 169,281 
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for Peak Day in Month (July 2013} 
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Est. 118 Loads by Hour {Indexed Retail Load by Hour Also Depicted) 

for Peak Day in Month (August 2013) 
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Est. llB Loads by Hour {Indexed Retail load by Hour Also Depicted) 

for Peak Day in Month (September 2013} 
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Est. 118 loads by Hour (Indexed Retail load by Hour Also Depicted) 

for Peak Day in Month (Oct:ober 2013) 

10/1/2013 
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Est. 118 loads by Hour (Indexed Retail load by Hour Also Depicted) 

for Peak Day in Month (November 2013) (Weekend CP) 
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Est. 118 loads by Hour (Indexed Retail load by Hour Also Depicted) 

for Peak Day in Month (December 2013) 
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Est. 118 loads by Hour (Indexed Retail Load by Hour Also Depicted) 

for Peak Day in Month (January 2014) 
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1/23/2014 

-+-Sum of Rate 118-Partial Shifting Case (Ind. All Current Off-Peak CP Adj.) 

-Sum of Rate llB·- Shifting All Hours Case (Incl. All Weekend CP Adj.) 
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Est. 118 Loads by Hour (Indexed Retail Load by Hour Also Depicted) 

for Peak Day in Month (February 2014) 
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Est. 118 Loads by Hour (Indexed Retail Load by Hour Also Depicted) 

for Peak Day in Month (March 2014) (Weekend CP) 
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Est. 118 Loads by Hour (Indexed Retail load by Hour Also Depicted) 

for Peak Day in Month (April 2014) 

, ... , 
" .... ,, ' -----~-- .... _ ... ..,., < 

' ~' <.,. .,. ....... 
.,.,. ............. ,, ,_ ," 

-... ,' 
...... < , .............. ' 

1 2 3 4 5 6 7 8 9·W 

4/22/2014 

-+-Sum of Rate 118-Partial Shifting Case (Ind. AJI Current Off-Peak CP Adj.) 

-Sum of Rate 118- Shifting All Hours Case (Ind. All Weekend CP Adj.} 

--- Sum of Indexed Retail load 
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Est. 118 loads by Hour {Indexed Retail load by Hour Also Depicted) 

for Peak Day in Month (May 2014) 
,, ..... -""!"' ...... ,,., ,..., 

,<II!' ... ~~, . '-~- ... ,, . ... , ... ,., . , ... !. . 

.,' ' 
•' ' ,• ' ,, ' .. ,, .· ' . ' 

3 4 

5/28/2014 

-+-Sum of Rate US.. Partial Shifting Case (Ind. All Current Off-Peak CP Adj.) 
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Est. 118 loads by Hour (Indexed Retail load by Hour Also Depicted) 

for Peak Day in Month (June 2014) 
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The final revenue allocation to each customer class before and after banding. 

Is contained in the following 2 pages. 
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PNM CONSOLIDATED CUSTOMER CLASS COST OF SERVICE STUDY­
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Une 
Total 

PNMNorth Schedule lA/18 Schedule 2A/2B Schedule 3B/3C Schedult! 48 Schedule 58 Schedule 104/108 SChedule 118 Schf!dule 15 Schedule 30 

No DescriPtion 
1 Revenue-s at Existing Rates (Non-Fuel) 

2 Revenu!M at Existing Rates (Fuel) 
T otai Revenues at Extsting 1\ase Rates 

Base Fu~ at Existing Rates+ FPPCAC 

Total Revenue at Existing Rates -+ FPPCAC 

-PrOPQSed RE·ve·nueReQUlrenle"rltS{NOO-FUE!lfi:!tlUfl 
8 Cost of Service 

Pro~ed Revenue Requirements (Base Fuel) at Full 

Cost of Service 
Totlll Revenue R~aulrt.mett_tH!tEY.I1-'P.#__1!l 

ll+l2 

ll-i-LS 

Jurisdiction 
$ 650,592,054 
s 176,877,na 
s 827,469,342 

225,283,207 
875,875,261 

765,056,912 

218,259,746 

General Power 
Res. lA/111___ Small l'c>w..r 2Aj_2B__ _1Bj3C ~rge Po- 48 

299,492,887 $ 90,534,590 $ B9,78R,699 $ 65,514,807 
68,540,800 s 19,384,734 $ 41,233,515 $ 23,944,266 

368,033,687 $ 109,919,325 $ 181,02L114 $ 89,459,072 

87.298,531 
386,791,418 

372,530,777 

24,689,803 
115,224,393 

106,563,891 

52,517,994 
192,306,692 

14-'5,438,853 

30,496,6'35 
96,011,442 

77,609,205 s 

large Servia>;; 

8f000k\N 58 lrr_lgation lOA/108 Water & Sewage 118 Universities 158 Manuf. 308 
4,335,819 $ 1.749,608 $ 8,144,654 $ 3,451,423 s 18,385,399 
1,786,418 s 551,021 $ 3,540,734 s 1,409,443 $ 10,077,915 
6,122,237 $ 2,300,628 $ 11,685,388 $ 4,860.866 $ 28,463,314 

2,275,328 $ 
6,611,147 $ 

4,917,853 $ 

701,820 
2,451,428 

2,56.1,176 $ 

4509,659 
12,654,313 

8,936,452 s 

1,7%,118 
5,246,541 

3,713,210 $ 

12,836,032 

31,221,431 

23,031,853 

84,752,926 23,969,854 50,986,581 29,341,119 $ 2,195,195 s 681,355 $ 4,338,788 s 1,731,153 s 12,379,342 

10~ ~ L 983,316.112! I $ ___ ,AS7,283,703 L_ 130 533 li?: L_~AJJ.m $___!_06,950,324 t __ 7,1l3.1Jq $ 3,244,531 L_....ll,.l75,l40 $. ___ 5 444 364 $ 35.411195 

11 
Total Non-Fuel Revenue Deficiency Under 

12 Equalized ROR LB~ll 

. . ~.!~~~~~s-~J~!.f.~!!.,~.'?.~!.t?.~--~~~!.~.~1.. ........... l12/L6 

114,464,858 

.!.~.:~.?~ ~ .... 

15 Minimum Band 
16 Ma:.:imum Band 

17 
18 %Increase at Band 

19 Banded Revenue Male: 

20 -~~~-~~-~~~-~~-~!}~~.iD ....... - ...... . 
21 
22 

23 ~Fuel Revenue Requirement BandlnR Process 
24 1st Revenue Allocation 
25 Revenue Requirement!; after 1st Allocation 
26 %Increase after 1st Allocation 
27 
28 2nd Revenue Allocatlon 
29 Revenue Requirments after 3rd Allocation 
30 %Increase after 3rd Allocation 
31 

32 final Non-Fuel Revenue Oefficienq' after Banding 
33 

34 I -~~r:'/ Rpvenue R1 ·men >Biitidlriji[ 
_,:'I 71;1l"WII·tue>.l Revenue Increase after Banding 

36 
37 
38 
39 
40 
41 
42 

Deffidency Summaty 
Non· Fuel Deffidency (As Requested) 

Fuel Oeffidency (As: Requestt-d) 
Ritte Defficiency {As Requested 

Rate Deftinency Percent Increase 

0% 
130% 

ll2 (Banded} 

OJ)OOh 
Hi97% 

13.07'?. 

o IS 
983,.116,658 

13.07% 

983,316,6':,8 
13.07% 

114,464,858 I s 

U+l9+ U2 $ ~1!3,3l6.o~( I ~-
13l!l6 

l12 
l5-l9 

L38+l39 

l40/l6 

13.07'% 

114,464,&58 
(7_023.461) 

107,441,397 

12 27% 

73,037,890 

. .......... ~-~ ... ~~~ .... .. 

0.00% 
16_97% 

16.97",6 

457,283.703 
18.88% 

(7,300,000) 
449,983,703 

1700% 

65,137,890 

449,.983,703 
17.00% 

16,029,301 

. .. 1J.9)jt;, ..... . 

0.00% 
16.'97% 

13.91% 

130,533,745 
13.91% 

130,533,745 
13.91% 

16,029,301 $ 

1.30.5~$'45 $ 
13.91% 

5,650,154 s 12,094,398 s 582,034 

~:.~.:<:.... . ..... ~?A~--- ............. ~:-~9.~ ..... .. 

0.00% 
16.97% 

2.94% 

4,065,460 
200,490,894 

5.05% 

7,696,765 
208,187,659 

9.05% 

17,412,379 $ 

Z08.1Bf.m E 
905% 

0.00".-b 
16 9!% 

12.60% 

106,950,324 
12.60"-6 

106,950,324 

12.600A. 

12,094,398 

106,950,324 
12.6D% 

000% 
16.97% 

8 80".6 

7,113,048 
8.80",6 

"1,113,048 

880% 

582,034 

7.113.048 
8.80% 

813,568 

-~~ ... ~.!~ ....... . 

0.00% 
16.97% 

1697% 

3.244.531 
33.19",t, 

(396,765) 
2,847,766 

17.00% 

416,803 s 

2.B4.Z.l&£ L 
1700% 

791,798 $ 261,787 

. .~:.?.~.~..... . ..................... ~·-~~-:? ... .. 

000% 
16.97% 

6.16% 

0.00% 
16.97% 

4.99% 

4,646,454 

!~88%. 

0.00% 
16.97".k 

1488% 
6,130,879 $ 36,519,708 

... ?.:.?.~~-~~.! ... ?. .... ····- }~-'-~-~.Y!.~.~ -· 

l3,275,240 
6.26% 

13,275,1-40 
6.26% 

791,798 $ 

13.27M:Q t 
6.26% 

5,444,364 
4.99% 

5,444.364 
499% 

261,787 

5,444,364 
4~{, 

(4,646,454) 
30.764,741 

O.WAi 

30,764,741 
0.000,(, 

30,764,741 
0.00".;6. 



Une 

PUBLIC SERVICE COMPANY Of NEW MEXICO 

PNM CONSOLIDATED CUSTOMER ClASS COST OF SERVICE STUDY­
BANDING 

NMPRC CASE NO. 14-00332-liT 

A c 
Totaf 

PNMNorth 

M N 0 

Schedule 338 Schedule 348 Schedule 6 Schedule 20 

Large Power Service 
No Description 
1 Revenues at bristing Rates (Non--Fuel) 
2: Revenues at f:xistmg Rates {Fuel) 
3 Total Revenues at Existing Base Rates 

Base Fuel at Existing Rates + FPPCAC 
6 Total Revenue at Existing Rat6 + fPPCAC 

ProP(P..ed Revenue Requirenlenti-{tlfOO-:tUeiT iifruU 
Cost of Service 
PropoU!d Revenue Requirements (Base Fuel) at full 

9 Cost of Service 
Toto/ R~enue ReOUJ'iiments at FIII(Q:!ifi.l 

10 service 
11 

Total Noo·Fuel Revenue Deficiency Under 

17. Equalized ROR 

15 Minimum Band 
16 Maximum Band 
17 
18 %Incre-ase at Band 
19 Banded Revenue Mall 
20 
21 
22 

23 !'!J!!I..fue! Reven!!!l (!equirement 1!!1!!!11nr PrOfeSS 
24 1st Revenue Allocation 
25 Revenue Requirements after 1st Allocation 
26 % lncrea>e after 1st Allocation 
27 
28 2nd Revenue Allocation 
29 RevP-Oue Requirmentr. after 3rd Allocation 
30 % Increase after 3rd Allocation 

31 

32 Final Non-fuel Revenue Deffidency after Banding 
33 

L1+L2 

ll+LS 

~ 

l8·Ll 

()",.; 

HO"Jb 

Jurisdiction Station Power 338 
$ 650,592,054 $ 151,345 $ 
$ 176,877,288 $ 67,325 s 
$ 821,%9,342 $ 219,669 $ 

225,283,207 $ 85,747 s 
$ 875,875,261 $ 238,092 s 

---· 
765,056,911 $ 104,311 $ 

218 259,746 $ 82 692 $ 

LJ!J13.3l6,65B L_ lB7,003 s 

$ 114,464,858 $ 

0.00% 
16.97% 

HOI'k 

0 $ 
983,316,658 $ 

13.07% 

983,316,6~;8 

13.07% 

(48,034) $ 

0.00% 
16.97% 

0.00",.(, 

48,034 
235,037 ~; 

0.00% 

~~ 

23S,OV $ 
0.00% 

l.l2(Baoded) $ 114,464,858 $ 

>=>.3,000kW 348 Private !::!J:htins:6 Stret.>t Ughtlns: 20 
9,909,708 $ 1,632,879 $ 6,499,137 
4,928,213 $ 345,138 $ 1067,766 

14,837,921 $ 2,978,017 $ 7,567,003 

6,276,963 $ 4"39,593 $ 1,359,984 
16,186,671 $ 3,072,472 s 7,859,221 

10.201,435 $ 2,099,918 s 7,345.,928 

6,053,637 $ 416,775 $ 1,320,328 

16 255,.12.2 L-_1,516,69}. L_ __ ~...~~ 

291,778 $ (532,961) 846,690 

.!Q.??.~ .. 

0.00% 0.00% 0.00% 
16.97% 16.97% 16.97% 

1.80% O.OO"k 

$ 532,961 
16,255,122 $ 3,059J)54 s 8,666,155 

180% OOO"k 10.77% 

$ 
16,255,122 $ '3,059,554 s Kf:if>b,2.55 

1.80% 0.00% W.T!% 

291,778 $ s 846,690 

34 (romiRffi!!!lfRWiiii"'fntfWittiBoiidlnq! LHL9+J,B $ 983Ji6658T-·-m037-;-1- 16,255,122 S --3,0~---£666,lli] 
35 %Non-fuel Revenue lrn:rease after Banding l32/L6 13.07% 0 00% 1.80% 0.00% 10.77% 

36 

37 
38 
39 
40 
41 
42 

Deffidency Summary 
Non-Fuel Defficien-qr (A.o;. Requ~ted) 

fuel Oeffidency {As Requested) 
Rate Defftwmcy (As Requested 

Rate Oeffidency Percent Increase 

l.ll 
l5·l9 

l38-tl39 

l40/l6 

114.464.858 
(7,013,461) 

107,441,397 

12.27% 

PNM Exhibit SC-·6 
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Historical hourly peak occurrences since 2007. 

Is contained in the following page. 



PNM 1/2007-·6/2014 System Average Hourly Load by Month 
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A graph demonstrating the probability that PNM's peak period will occur 
outside ofthe current Time ofUse pricing period of8 AM to 8 PM. 

Is contained in the following page. 



10% 

9% 

8% 

OJ 7% 
y 
c:: 
OJ ... ... 6% ::s 
y 
y 

0 - 5% 0 
> 

."!::::: 

:.0 4% 
1'0 

..Q 
0 ... 
0.. 3% 

2% 

1% 

0% 

1 2 3 4 

Justification for PNM's Proposed TOU Peak Period Shift 
Probability Of Occ:urrence vs. Hour Ending (Weekdays Only) 

Top 240 Hours in Month 

5 6 7 8 

Proposed PNIV;I TO~ Peak Peric;>d 
10 a.m. to ,10 p.m., ~nday ~ Friday 

(11our ~nding 11 ~hrough 22) 

9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 

Hour Ending 

-It-Seven Year Average {7/2013-6/2014): Current TOU Probability= 0.6128, Proposed TOU Probability= 0.7080 

... -- 7/2013-6/2014: Current TOU Probability = 0.5792, Proposed TOU Probability = 0.6681 

"tt 
z 
~ 



Copies of two letters sent by PNM in 2012 and 2014 to customers in compliance 
with Paragraphs 28(E) and 28{F) regarding proposed changes to the seasonal 
periods and the TOU pricing periods. 

Is contained in the following 3 pages. 



PNM 
Main Offices 
Albuquerque, NM 87158-1105 
PNM.com 

July L 2014 

[Name} 
[Company} 
[Address] 
[City, State, ZipJ 

Dear fCustomerJ, 

As part of the Amended Stipulation in our last electric retail rate case 
agreed to provide six months notice to customers in electric rate class 48 
Sewage Pumping) and 308 (Large Manufacturing >30 MW) before proposing 
design topics: 

PNM EXHIBIT SC-9 
Page 1 of 3 

No. 1 0-00086-UT), PNM 
Power), 118 (Water & 

on two electric rate 

• The definitions of seasonal periods (Subparagraph of the Amended Stipulation), and 

The time of usc (TOU) on-peak and (Subparagraph of the 
Stipulation). 

On May 9, 20 i 2, in anticipation of submitting a general rate application. PNM 
topics with customers in rate at a in Albuquerque 

these rate design 
After 

consideration of the comments of the participants and a review of relevant data, PN M sent a ou 
31, 20 l2 to affected the participants in the and the to the last PNM rate case 

that PNM intended to address the rate in its next rate case in 
the following way: 

I. Seasonal Periods, PNM will not propose changes to the seasonal The ''Summer" season 
will continue to be June through August. All other months (September through May) will continue to 
be "Non-Summer" rnonths. 

2. TOll on-peak and off-peak periods. PNM will propose to the TOU and 
periods. The proposed On-Peak Hours will be 10 AM to l 0 PM, Monday through Friday and the 
proposed Off-Peak Hours wlll include all other hours. on-peak times currently run from 8 i\M 
to 8 PM weekdays). This proposed time period better re11ects existing load Under 
this proposal, there will continue to be 60 on-peak hours each week. 

A copy of the May 31 20! 2, letter is attached. PN M's intentions as 
changed. 

Please contact your PN M Account Manager or call ( 505) 24 I -44!3 with any 
this intormation. 

Sincerely, 

Gerard Ortiz 
Vice President, PNM Regulatory Affairs 

Attachment 

m that letter have not 

you may have about 
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Main Offices 
Albuquerque. NM 87158 
PNM.com 

May 31, 20!2 

RE: Notice of proposed actions regarding Seasonal and Time-of -Use Rates 

Dear Customers, 

This letter is a follow-up to (a) the discussions held on May 9, 2012, in Albuquerque with 
customers in PNM's rate classes 4B (Large Power), llB (Water & Sewage Pumping) and 30B 
(Large Manufacturing >30 MW), and (b) our email to those customers on May 10, 2012, in 
which we provided materials that were requested during the customer meeting. We are sending 
this letter to customers in rate classes 4B, liB and JOB. those in attendance at that meeting and 
the parties from the last PNM electric rate case. We are also posting the letter on the PNM 
website to make it available to all customers. 

As we stated in our earlier communications, under the Amended Stipulation in our last 
rate case (Case No. 10-00086-UT), PNM agreed to communicate with specific customer groups 
and to provide notice to customers prior to proposing changes on two topics regarding rate 
design: 

• The definitions of seasonal periods (addressed in Subparagraph 28( e) of the Amended 
Stipulation), and 

• The time of use (TOU) on-peak and off-peak periods (addressed in Subparagraph 
28(1) of the Amended Stipulation). 

Based on our review of the relevant data, the comments made by various customers and 
their representatives at the customer meeting, and the other comments that have been received, 
PNM plans to reflect the following positions in its next general rate application before the New 
Mexico Public Regulation Commission. 

1. Seasonal Periods. For seasonal rates, PNM will not propose changes at this time. 
The "Summer" season proposed by the Company will continue to be June through 
August. All other months (September through May) will continue to be "Non­
Summer" months. 

2. TOU on-peak and off~peak periods. For IOU rates, PNM will propose changes. 
The TOU periods proposed by the Company will utilize On-Peak Hours of 10 AM to 
I 0 PM, Monday through Friday; Proposed Off-Peak Hours will include all other 
hours. This proposal would shift the start and end of the on-peak TOU period two 
hours later in each weekday (TOU on-peak times currently run from 8 AM to 8 PM 
weekdays). This proposed time period better reflects existing load characteristics. 
Under this proposal, there will continue to be 60 on-peak hours each week. 



• 
PNM EXHIBIT SC-9 

Page 3 of3 

Please be aware that this proposal would not be effective until approved by the Public 
Regulation Commission in the rate case. Consequently, this letter and the proposed changes 
described in it have no immediate effect on the on-peak time periods or other aspects of PNM's 
rates. 

Customers' comments and participation in this process have been, and continue to be, 
very much appreciated. Thank you. 

Sincerely, 

Gerard Ortiz 
Executive Director, New Mexico Retail Regulatory Services 

GCG/1514470 



A comparison of the current and proposed non-volumetric charges by rate 
schedule. 

Is contained in the following page. 
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Comparison of Non-Volumetric Retail Rates: Current vs. Proposed 

A G H 

Current Non-Volumetric Rates-SUMMARY 
Customer 

Customer Customer Charge- Charge-Non Demand Rate Demand Rate 

Schedule Class Rate Charge Summer Summer Meter Charge Summer Non-Summer 

Schedule 1 Residential 
Residential 1A 5.00 

Residential lB 20.81 5.29 

Schedule 2 Small Power 

Small Power 2A s 8.46 

Small Power 28 s 13.65 5 40 

10 Schedule 3 General Power 

11 General Power High Load Factor 3B Primary $ 857.00 638.50 17.14 12.77 

12 General Power High Load Factor 38 Secondary $ 873.50 655.00 17.47 13.10 

13 General Power Low Load Factor 3C Primary $ 326.00 256.50 6.52 5.13 

14 General Power Low Load Factor 3C Secondary $ 342.50 s 273.00 6.85 5 46 

15 Schedule 4 Large Power 4B Primary s 7,915.00 s 6,280.00 15,83 12.56 

16 Large Power 48 Secondary $ 8,735.00 $ 7.100.00 17.47 14.20 

17 Schedule 5 t arge Service for Customers >=B,OOOkW SB $ 93,920.00 $ 78,160.00 11.74 9.77 

18 Schedule 10 frngatlon 

19 Irrigation lOA 8.19 

20 Irrigation lOB 8.19 2.81 

21 Schedule 11 Water & Sewage 11B 491.60 

22 Schedule 15 Universities 158 76,480.00 $ 65,520.00 9.56 8 19 

23 Schedufe 30 Large Service for Manufacturing 30B 345,600.00 $ 280,200.00 11.52 9.34 

24 Schedule 33 Station Servtce 1 338 2,695.00 s 2,305.00 5.39 4.61 

2S Scheduie 34 Large Power Service >""3,000kW 34B N/A N/A N/A N/A 

26 

27 ProQosed Non-Volumetric Rates-SUMMARY 
Customer 

Customer Charge- Charge~ Non 

Customer Summer+ Min Summer+ Min Demand Rate Demand Rate 

28 Schedule Class Rate Charge Demand2 Demand 2 Meter Charge Summer Non-Summer 

29 Schedule 1 Residential 

30 Residentwl lA 12.80 

31 Residential lB 23,85 2.25 

32 Schedule 2 Small Power 

33 Smafl Power 2A $ 23.39 

34 Smalf Power 2B $ 9.96 13.43 

35 Schedule 3 General Power 

36 General Power High Load Factor 3B Primary 1,111.30 1,017.30 20 85 18.97 

37 General Power High Loaa Factor 3B Secondary 1,12780 1,033.80 21,18 19.30 

38 General Power Low Load Factor 3C Primary $ 538,80 541 30 10.40 9.45 

39 General Power Low Load Factor 3C Secondary $ 605.30 557.80 10.73 9.73 

40 Schedule 4 Large Power 4B Primary $ 9,876.34 $ 8,886.34 18.74 16.76 

41 Large Power 48 Secondary 10,726.34 $ 9, 736.34 2.0.44 18.46 

42 Schedule 5 Large Serv1ce for Customers >==B,OOOkW SB 134,631.96 $ 120,471.96 16.50 14.73 

43 Schedule 10 !rrigat1on 

.14 irrigation lOA 4'j.28 

4o ir .... lgation lOB 12,85 30.43 

46 Schedule 11 Water & Sewage llB 243.93 

47 Schedule 15 Umversitres 1SB 162,972.74 142,172.74 s 19.82 11.22 

48 Schedule 30 Large Serv1ce for Manufacturing 308 777,144.51 695,244.61 $ 24.98 22.25 

49 Schedule 33 Station Serv1ce 1 338 2,754.88 2,494.88 $ 4.81 4.29 

50 Schedule 34 Large Power Service >=3,000kW 348 87,089.23 78,179.23 27.92 24.95 

Note: 

i- Station Serv!Ce Tariff 338 1s pendmg aoprovat m NMPRC Case No. 14-00102-UT 

' Charge include<; SchE>dule 'i Mimmum Demand 



A bar graph depicting Residential electric customer charges in New Mexico 
as ofMay 2014. 

Is contained in the following page. 
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Examples of rates assessed by local telecommunications, Internet, and cable or 
satellite video service providers. 

Is contained in the following 2 pages. 
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EXAMPLES OF RATES ASSESSED BY LOCAL TELECOMMUNICATIONS, INTERNET, AND CABLE OR 

SATELLITE VIDEO SERVICE PROVIDERS. 

Local Phone Service 

I Service Type 
I 

Company I Service Name Monthly Charge Usage Charge l ! 
I I I 

Residential Centurylink Basic Phone I $16.50 per Long Distance 

I Phone Service Service I month 1 
Charges apply 

I 
Residential I CenturyLink Home Phone I $4 7 per month N/A 

1 Phone Service Unlimited 

I 
I 

I I 
I Residential I Comcast XFINITY Voice I $34 95 per Long Distance I 

I Local with More Charges apply I 
1 Phone Service 

I 
I month 

I ! I 
-'-

Cable Television Service 

l Servi:_:~pe ! ·-~Y +-~ervice Name l~n~l~•_:::_ -~:~:~r~--
1 Cable TV l Comcast ! Digital Starter TV I ~:~~~per N/A J 
I bl I bl I d d bl s h I 
1 

Ca eTV Ca e ONE Stan ar Ca e 62 per mont IN A I 
I I I TV I I I I 

1 Cable TV Cable ONE Economy Cable $29 per month N/A 

I TV 

I I 



Internet Service 

I Service T~~e 
I 

Com~an~ Service Name I 

I 
[Internet Service I Centurylink Internet Only 

I 

I 
I 

I 

!Internet Service Com cast Performance 

I Internet 
I 

L 1 
(download up to 

1 25 Mbps) 

I Internet Service I Comcast Blast! (download 
I up to 50 Mbps) 
I 

Bundled Services 

PNM Exhibit SC-12 

Page 2 of2 

Monthl~ Charge Usage Charge 

$29.95 per N/A 

I month 

~ I $39.99 per N/A I 

I month I 
I 
I 
I 
! 

1 $49.99 per N/A I 
1 month I I ---'----· _j 

Service T~~e Com~an~ Service Name I Monthl~ Charge I Usage Charge I 
i Cable Televisi;~- ,Comcast I Digital Start~9.99 per N/A 1 
I and Internet I I and Starter I month with a 2-

1 DirectTV I I I month I I 

**For all pricing quotes, a randomly chosen Albuquerque address was used if required. 



A letter sent by PNM in 2012 to Rate 20 (Streetlighting) customers. 

Is contained in the following page. 



July 13,2012 

<<First>>< <Last>> 
<<Title>> 
<<Address>> 
<<City, State, Zip>> 

Dear <<First>>, 

PNM Exhibit SC-13 
Page 1 of 1 

Under the Amended Stipulation in our last rate case (NMPRC Case No. 10-00086-UT), PNM 
agreed to enter into discussions with Rate 20 Customers (Street Lighting and Floodlighting 
Service) regarding certain issues related to street lighting including cost allocation, rate design, 
maintenance, re-lamping, and energy efficiency. 

If you are interested in discussing any of these issues, please fee! free to contact me prior to July 
27, 2012 to arrange a meeting. Your comments and participation in this process are very much 
appreciated. Thank you. 

Sincerely, 

) 1 /'. ) d. ..· 
/(.,_, {4..~ V'~ .~· 

Wes Wilson 
Sr. Tcclmical Account Manager 
(505) 241-4472 
Wesley. W ilson@pnm .com 



The effect of the Consolidation Adjustment Rider (Rider No. 35) on PNM South 
Streetlighting customers (20) 

Is contained in the following 2 pages. 
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Summary of modifications to the Streetlighting (20) schedule and the 
Consolidation Adjustment Rider (Rider No. 35) 

Is contained in the following 11 pages. 
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Summary of Rate Re-design Steps for Rate 20 (Streetlighting), Rider 35 (Consolidation Adjustment 

Rider ("CAR")) and Rate 6 (Private Area lighting) 

Rate 20 & Rider 35 - Rate Design Methodology 

To place PNM South current Streetlighting base light/pole rates on an equal cost footing with PNM 

North rates, PNM first developed a single current consolidated set of current light and pole rates. In the 

consolidation Process, where PNM North had a light that was available for PNM South, the PNM North 

rate was used. Otherwise, for the remainder of lights, the PNM South rate was utilized (see Table 1). 

Table 1: Consolidated light and pole rates based on NMPRC Case No. 10-00086-UT 

Mercury Vapor lights 

175W MV Streetlight 

250W MV Light 

400W MV Streetlight 

low Pressure Sodium lights 

SSW LPS Streetlight 

13SW LPS Streetlight 

High Pressure Sodium lights 

70W HPS Streetlight 

100W HPS Streetlight 

1SOW HPS Streetlight 

200W HPS Streetlight 

250W HPS Streetlight 

400W HPS Floodlight 

400W HPS Streetlight 

Poles 

30' Wood Pole 

3S' Wood Pole 

40' Wood Pole 

45' Wood Pole 

23' Ornamental Pole 

28' Ornamental Pole 

38' Ornamental Pole 

40' davit pole 

Co.-Owned 
Overhead (OH) 

$12.69 

$0.00 

$21.99 

$9.68 

$13.90 

$10.86 

$11.09 

$13.80 

$12.24 

$18.06 

$2S.28 

$23.94 

Co.-Owned 
OH or UG 

$3.44 

$3.74 

$4.39 

$5.21 

$7.73 

$8.9S 

$14.72 

$14.65 

Co.-Owned 
Underground (UG) 

$13.98 

$0.00 

$23.30 

$9.68 

$13.90 

$12.33 

$12.40 

$15.22 

$12.24 

$19.47 

$26.56 

$25.54 

Cust. Owned 

$6.98 

$9.64 

$1S.10 

$2.68 

$6.04 

$5.01 

$5.46 

$6.97 

$8.53 

$10.73 

$16.41 

$16.34 
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Using the rates from Table A, PNM applied these rates to each PNM South light/pole rate available and 

then imputed a light/pole fixed CAR rate to reconfigure current PNM South Rate 20/Rider 35 rates. 

Table B: Current Stipulation Rate 20 & CAR Rates by Rate Code {"SRAT"), and Derivation of Imputed 

Current Rate 20 & CAR Rates by SRAT Assuming use of Fully Consolidated Rate 20 Base Rates 
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In order to develop a cost based allocator for Company-owned light and pole facilities, PNM first looked 

at the replacement costs for each light and pole that PNM is proposing in this case. In order to address 

other factors, PNM made several adjustments to the installed costs to develop light and pole cost 

allocation factors (See Table C). Those other factors are: 1) reducing the number of Company owned 

light and pole options, 2) adding new LED Light Options, 3) limiting future light and pole ratebase 

additions, and 4) the fact that Current LED Lights are more expensive and have a significantly shorter 

lifespan than other light types. 

Table C: Deemed Replacement Costs & Revenue Requirements for PNM Owned lights & Poles 

OHD<>emHl 
Ktp.laceJ'Mnt Replacement Rtpla.ttr.nent 

Cnst 

$!J)(!(l_()(i 

$1J)(l()Jj() 

$980.00 



Please note the following concerning Table C 
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1. eemed eplacement Cost represents the ma imum amount of investment that the compan 

will place into ratebase for each new Com pan -owned light and pole installed. These values, for 

light and pole t pes that are available for new installations, are included as a table in ate 20 

SP Cl L CON ITIONS, Section I.a. 

2. PNM utilizes the same eemed eplacement Cost for both the overhead served and the 

underground served lights in order to be able to combine the two options for pricing purposes 

(Table C items C and ). 

3. s the eemed eplacement Costs are the same for both the 400 HPS Streetlight and the 400W 

HPS Flood Light options, and thus the will be priced identical! , PNM proposes to combine 

these two light t pes. 

4. s the eemed eplacement Costs are the same for each of the four current wood pole options, 

PNM proposes to combine these four pole options into a single option (Wood Poles). 

5. s the eemed eplacement Costs are the same for each of the four current ornamental pole 

options, PNM proposes to combine these four pole options into a single option (Non-Wood 

Poles). 

6. ecause L Lights have a shorter lifespan than other t pes of lighting equipment, revenues on 

L plant additions must also be recovered more quic I . This results in a higher verage 2 ear 

evenue equirement Factor being applied to L Lights (Table C Item ). 

7. The eemed 2 ear verage evenue equirements (Table C Items F, G and ) listed in the 

table provide a relative cost basis for deriving the Compan -owned lights and poles revenue 

requirements to Com pan -owned lights and poles. 

The proposed revenue requirement in this case for the Streetlight Class is $8,666,255. To apportion this 

revenue requirement for each iight and poie offered in ate 20, that revenue requirement must be 

functionalized and allocated as appropriate to each light class. The functional components of this 

revenue requirement are depicted in table -1 elow. There are two items of note in Tabie -1 1) 

PNM, for this proposal, was able to allocate 90 1 of the Compan -owned lights and poles revenue 

requirement directl to Compan -owned lights and poles (with the remainder being assessed to all 

lights), and 2) That the C discounts that are derived for PNI\tl South light and pole combinations are 

allocated bac to all light t pes on an iterative basis. 

1 PNM e amined various iterations of its Streetlighting rate design on total bill impacts to individual Streetlighting 
customers. !locating more than 90 of this revenue requirement directl to Com pan -owned lights and poles in 
this rate case resulted in either some PNM North Streetlighting Customer having larger bill impacts than the PNM 
South customers (who are indirect! capped b the C ), or requiring the rna imum cap for the C to be 
significant! increased from the target 17 (which corresponds to the rna imum non-Fuel anding limit for overall 
class revenue allocation). 



Table D-1: Components for Rate 20 Revenue Requirements 
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Using Table -1, Lines 10, 11 and 12, the revenue requirements common to all lights are then allocated 

to each light t peas depicted in Table -2 

Table D-2: Components of Common Costs Allocated to Light Types 
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Then, the allocated costs for Compan -owned lights and poles (Table -1, Line 13) are apportioned to 

Compan -owned lights as depicted in Table -3 

Table D-3: Costs Allocated to Company Owned Light and Pole Types 

Li2YLZ~.UJ&_iQ5llHW ti.eh1i; 

55W 

SB 

Combining the results of Table -2 and -3 provide the lights and pole rates as depicted in Table -4 

below 
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Table D-4: Rate 20- Base Rates for lights and Poles (Both Company-Owned and Customer-Owned) 

For the proposed Customer-Owned and Maintained option, to allow for ma imum fie ibilit , the 

Compan utilized a wattage range structure, where the customer provides the Compan information 

supporting the total wattage of lights that will be installed. ased on that information, those lights are 

placed and billed under the appropriate wattage range depicted in Table -5 below. 



Table 0-5: Monthly Charges for Customer-Owned and Maintained lighting 
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Concurrent with the Rate 20 light and pole charges calculated above, Rider 35 charges are also 

calculated on an iterative basis subject to the following limit: that no combination of light rate + pole 

rate + CAR rate can result in a total bundled increase greater that 17%. Table E below depicts the 

Proposed CAR Rates. 



Rate 6- Rate Design Methodology 
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The rate re-design of Rate 6 - Private Area Lighting, while incorporating many similarities to Rate 20-
Streetlighting, was simpler for a number of reasons including: 

1. There are fewer light and pole options. 
2. All lights are served overhead 
3. All lights are Company-owned. 
4. Since the overall rate levels between PNM North and PNM South customers are fairly close 

under current rates, there was no pressing need to maintain a Consolidation Adjustment Rider. 

The proposed revenue requirement in this case for the Private Area Lighting Class is $3,059,654. This 
revenue requirement is provided, by revenue category, in Table F below: 

Table F: Rate 6- Private Area lighting Class Revenue Requirements by Category 

Lines 1-9 of Table F represent costs that are allocated to individual lights on a on a per kWh basis. Line 
10 of Table F represents costs that are allocated to lights and poles on a per unit basis. Table G below, 
used the revenue requirements from Tab!e F and allocates those revenue requirements to each light 
and pole based on the per kWh and per unit method, with small rounding adjustments used to balance 
class revenue recovery. 

Table G: Rate 6- Private Area light and Pole Rate Design and Component Proof-Of-Revenue 



Please note the following concerning Table F: 
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1. Replacement Cost (Table G, Item [D]) represents the current cost to replace each light and pole. 

2. 175W Mercury Vapor area light is no longer available (assumes lOOW High Pressure Sodium 

area light as replacement). 

3. 400W Mercury Vapor area light is no longer available (assumes 200W High Pressure area light as 

replacement). 

4. 30' Wood pole no longer available (assumes 35' Wood pole as replacement). 

5. All light costs assume lamp, arm, and 150' of secondary. 

6. All light and pole replacement costs provided by PNM's Streetlight Administrator. 

7. Replacement costs for all wood poles are set at $1,423.87, which is the replacement cost of a 

35' wood pole. 

8. Because all costs are rounded to the nearest $0.01, in order to balance total Private Area 

Lighting revenue recovery to the total target revenue requirement, three adjustments were 

used. 

a. The two negative adjustments depicted in Table G (Item [J], lines 12 & 13) were applied to 

the light types that experience the largest proposed base rate increase under this re-design, 

thus mitigating some of that increase. 

b. There were three lights which received a $0.11 adjustment in Table G (Item [J], lines 15-17). 

These were applied to the three lights that received a proposed base rate decrease under 

this re-design, thus mitigating some of that decrease. 

c. A small adjustment of $0.01 in Table G (Item [J], Line 18) was made to complete the 

balancing of Private Area Lighting revenue recovery to the total target revenue requirement. 

9. No rounding adjustment utilized in Table G impacted the total proposed base rate for the light 

by more than 0.7%. 



Derivation of Revenue Balancing Account components 
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Line 

No. 

4 

5 

6 

7 

8 

9 
10 

11 
12 

13 
14 

15 
16 

17 
18 

19 

20 

21 

Development of Rate 42- Revenue Balancing Account 

A B 

Description Revenue $ 

Test Period Units 

Annual Number of Customers 

Annual Energy Sales 

Revenue Requirements by Cost Component 

Customer Revenue Requirements (Ftxed) $ 70,358,006 

Demond Revenue Requ1rements {Fixed) s 275,389,989 

Total Fixed Cost Requirements $ 345,747,995 
Energy (Non-Fuel) Revenue Requirements (Variable) '$---:19,'482, 782 

Base Fuel Requirements (Variable) 

Total Variable Cost Requirements ~--19.482, 782 
Total Revenue Requirements $ .365,230,777 

Total Revenue Requirements Inc. Fuel $ 449.983.703 

Pricing by Revenue Component 

Customer Charge Revenues $ 70,362.497 

Demand Charge Revenues $ . 

Total Fixed Cost Revenues rs-- 70,362,497 

Total Variable (Energy Charge) Revenues ~- 379,621212 

Total Revenues $ 449,983,708 

Fixed Costs Recovered by Vanable (Energy) Charges $ 275.385,498 

Fixed Costs Per Customer Factor (FCC) $ 
Fixed Costs per Energy Factor (FCE) $ 

275,385,498 
275,385,498 

Schedule lA/lB 
c 

Residential 

Unit Costs/ Customer 

$ 
$ 
$ 
$ 

$ 
$ 

$ 

$ 
$ 

$ 

$ 

$ 
$ 

12.80 
50.11 

62.92 
3.55 

3.55 
66.46 

12.80 

12.80 

69.08 

81.88 

50.11 

50.11 
0.0858261 

0 

Un<t Costs/ kWh 

5,495,445 

3.208,643,660 

$ 0.02193 

$ 0.08583 

s 0.10776 

$ 0.00607 

$ 0.00607 
$ 0.11383 

s 0.02193 

$ 0.02193 

$ 0.11831 -
$ 0.14024 

$ 0.08583 

Revenue · $ 

$ 14,848,546 

$ 86,068,807 

$ 100.917,353 

$ 5,646,539 

$ 5,646,539 

$ 106,563,891 

s 130,533,745 

$ 14,847,621 

$ 
$ 14,847,621 

$ 115,686,137 

$ 130,533,758 

$ 86,069731 

$ 
$ 

86,069,731 
86,069,731 

Schedule 2A/2B 
F 

Small Power 

s 
s 
$ 
$ 

$ 

$ 

$ 

$ 
$ 
$ 

$ 

$ 
$ 

UO!t Costs/ 

Customer 

23.39 
135.59 

158.98 
8.90 

8.90 
167.87 

23.39 

23 39 

182 24 

205.63 

135.59 
-------

135.59 
0.0948458 

G 
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Unit Costs/ kWh 

634,785 

907,469,792 

s 0.01636 

$ 0.09484 

$ 0.11121 

$ 
c=c:-o.oo6n I 

$ 0.00622 J 
$ 0.11743 

$ 0.01636 

$ 0.01636 

$ 0 12748 

$ 0.14384 

$ 0.09485 
-----~ 

lu~t 

Sales 

$/Cust 

$/Cust 

L4~Ls 

$/kWh 

$/kWh 

L/1-l8 

Lb+l9 

Rev. Req. 

$/Cust 

Ll2•l13 

kWh Revenue 

l14+Ll5 

l6-Ll4 

LJ8/ll 

ll8/l2 



A detailed calculation of a cost-based Distributed Generation Interconnection Fee 
for the applicable customer classes 

Is contained in the following page. 
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Development of Distributed Generation Interconnection Fee- Rider No. 41 
Based on New Mexico Rate, Case No. 14-00332-UT Determinants 

A 

Line 

No. Description 

1 Annual Number of Customers 

2 Annual Energy Sales (kWh) 
3 
4 Revenue Requirements by Cost Component 

5 Customer Revenue Requirements (Fixed) 

6 Production Demand Revenue Requirements (Fixed) 

7 Transmission Demand Revenue Requrrements (Fixed) 

8 Distribution Demand Revenue Requirements (Fixed) 

9 Total Demand Revenue Requirements (Frxed) 

10 Total Fixed Cost Requirements 

11 Energy (Non-Fuel) Revenue Requirements (Variable) 

12 Base Fuel Requirements (Variable) 

13 Total Variable Cost Requirements 

14 

15 Total Revenue Requrrements 

16 

17 Pricing by Revenue Component 

18 Customer Charge Revenues 

19 Demand Charge Revenues 

20 Energy Charge Revenues 

21 Total Revenues 

22 Fixed Cost Recovery: Customer and Demand Charges 

23 Fixed Cost Recovery: Variable Energy Charges 

24 

25 DG Fixed Cost Recovery Requirements 

26 Fixed Cost Recovery on kWh Basis 

27 

28 Solar Hours per month (kWh per lkW-AC Capacity) 

29 Solar DG Interconnection fe,e -per kW-AC 

30 

31 

32 

Proposed Solar DG Interconnection Fee per kW-AC 

33 Wind Hours per month (kWh per 1kW-AC Capacity) 

34 Wind DG Interconnection Fl!e , per kW-AC 

35 

36 Proposed Wind DG Interconnection Fee per kW-AC 

B 

Schedule 1 

Residential 

Service 

5,495,445 
3,208,643,660 

c 

Schedule 2 

Small Power 

Service 

634,785 

907,469,792 

D 

Schedule 3 

General Power 

Service 

52,002 

1,930,290,534 

Schedule 4 Schedule 5 

large Power Large Service for 

Service Customers >=S,OOOkW 

2,594 24 

1,131,474,613 86,000,000 

G 

Schedule 10 

Irrigation 

Service 

3,792 

25,795,279 

H 

Schedule 11 

Water/Sewage 

Pumping 

1,884 

167,315,661 

$ 70,358,006 s 14,848,546 $ 3,577,863 $ 1,313,455 $ 63,167 $ 164,118 $ 459,573 

$ 170,599,485 $ 53,576.286 $ 89,055,954 $ 47,834,006 $ 3,364,729 $ 1,028,242 $ 4,506,565 

$ 38,902,436 $ 10,334,865 $ 18,991,240 $ 10,051,164 $ 722,685 $ 187,914 $ 859,556 

$ 65,888,067 $ 22,157,655 $ 32,569,334 $ 11,498,742 $ 250,154 $ 652,176 $ 2,088,617 

$ 275,389,989 $ 86,068,807 $ 140,616,528 $ 69,383,911 $ 4,337.567 $ 1,868,332 $ 7,454,798 

$ 345,747,995 $ 100,917,353 5 144,194,391 $ 70,697,366 $ 4,400,734 $ 2,032,450 $ 7,914,371 

$ 19,482,782 $ 5,646,539 $ 13,006,687 $ 6,911,839 $ 517,118 $ 133,961 $ 1,022,081 

$ 84,752,926 $ 23,969,854 $ 50,986,581 $ 29,341,119 $ 2,195,195 $ 681,355 $ 4 338,788 

$ 104,235.708 $ 29,616,393 $ 63,993,268 $ 36,252,958 $ 2,712,314 $ 815,316 $ 5,360,869 

$ 449,983,703 $ 130,533,745 208,187,659 $ 106,950,324 $ 7,113,048 $ 2,847,766 $ 13,275,240 

70,362,497 s 3,577,740 $ 1,313,601 $ 63,167 $ 164,118 $ 459,564 
$ $ 96,036,832 $ 47,746,967 $ 3,475,076 $ $ 
$ 379,621,212 $ 108,573,082 $ 57,889,761 $ 3,574.804 $ 2,683,648 $ 12,815,679 

Notes 

L6 + L7 + L8 

L11 + L12 

L9 + L13 

$ 449.983.708 

14,847,621 $ 
$ 

115.686,137 $ 
130,533,758 $ 

14,847,621 $ 
86,069,731 $ 

208,187,654 $ 106,950,329 $ 7,113,047 $ 2,847,765 $ 13,275,243 Ll8 + L19 + L20 

$ 70,362,497 $ 99,614,572 $ 49,060,568 $ 3,538,243 $ 164,118 $ 459,564 L18 + L19 

$ 

$ 

$ 

$ 21'5,385,498 44,579,819 $ 21,636,798 $ 862,491 $ 1,868,333 $ 7,454,806 L10- L22 

$ 0.08583 $ 0.09485 $ 0.02309 $ 0.019123 $ 0,010029 $ 0.072429 $ 0.044555 

194.92 194.92 194.92 194.92 194.92 194.92 194.92 

16.73 $ 18.49 $ 4.50 $ 3.73 $ 1.95 $ 14,12 $ 8.68 

6.00 

167.90 

14.41 $ 

6.00 

6.00 

1G7.90 

15,92 $ 

6 00 $ 

4.50 $ 

167.90 

""3.88"$ 

3.88 

373 $ 

167.90 

3.21 

3.21 

1.95 $ 

167.90 

iTs"$ 

1.68 

6 00 $ 6.00 

167.90 

'i.i::"i6$ 
167.90 

7.48 

__ __:6.00 ?__ ___ ~ 

L23/ L2 

Mont~y~n 

hou~ 

~6*~8 

Monthly wind 

hours 

L26 * L28 



Test Period Proposed Base Fuel Proof of Revenue 

Is contained in the following page. 



Test Year Proposed Base Fuel Rate Proof of Revenue 

Line Description Value Notes 
No. 

Base Fuel $218,259,746 [A] 

2 Consolidated kWh at Meter 8,::112,976,406 [B] 

3 Average Base Fuel Rate $0.0262553 [C] =[A]/ [B] 

Consolidated Class Base Fuel Allocations 
----~~---------------- ---------------------···--

Line Rate Class Voltage Class 1 Consolidated kWh at Cumulative Loss 
No. I Met" Factm 

[D) [E) 

4 1 - Residential Sec. Dist 

I 
3,208,643,660 1 0808 

5 2 - Small Power Sec. Dis! 907,469,792 1.0808 

6 3B/3C - General Power Sec. Dist 1 ,930,290,534 1.0808 

7 48 - Large Power Pri. Dist 1,131474,613 1.0611 

Sobtca"mis;io" I 8 58 - Large Service for Customers >=8,000kW 86,000,000 1.0444 

9 10- Irrigation Sec. Dist 25,795,279 1.0808 

10 11 B - Wtr/Swg Pumping Pri. Dis! 167,315,661 1.0611 

1 1 158 - Universities 115 kV Transmission 67,984,267 1.0419 

12 308 - Manu!. (30 MW) Substation 482,610,203 1.0496 

13 338 - Large Service for Station Power Transmission 3,247,400 1.0419 

14 348 - Large Power Service >=3,000kW Substation 236,001 ,800 1.0496 

15 6 - Private Lighting Sec. Dist 16,157,184 1.0808 

16 20 - Streetlighting Sec. Dist 49,986,012 1.0808 

17 Totals 8,312,976.406 1.0743 

Consolidated Voltage Class 
kWh at Adiustment 

Generator Factors 
[F] = [D) * [E] [G] = [E] I [E] TOTAL 

3,467,857,385 1.0060429 

980,780,714 1.0060429 

2,086,231 '128 1.0060429 

1 ,200,555,028 0.9876749 

89,820,931 0.9722005 

27,879,178 1.0060429 

177,530,857 0.9876749 

70,833,676 0.9698579 

506,526,633 0.9769729 

3,383,508 0.9698579 

247,697,202 0.9769729 

17,462,459 1.0060429 

54,024,186 1.0060429 

8,930,582,887 1.0000000 

PNM Exhibit SC-18 
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Base Fuel Rate Base Fuel 
per kWh Revenue by Rate 

Class 
[H] = [C] * [G] [/] = [D] '[H] 

$0.0264140 $84,752,998 

$0.0264140 $23,969,874 

$0.0264140 $50,986,625 

$0.0259317 $29,341 ,068 

$0.0255254 $2,195,186 

$0.0264140 $681,356 

$0.0259317 $4,338,781 

$0.0254639 $1,731,146 

$0.0256507 $12,379,301 

$0.0254639 $82,692 

$0.0256507 $6,053,617 

$0.0264140 $426,775 

$0.0264140 $1,320,329 

$0.0262553 $218,259,746 



BKFORE THE NEW MEXICO PUBLIC REGULATION COMMISSION 

IN THE MATTER OF THE APPLICATION 
OF PUBLIC SERVICE COMPANY OF NEW 
MEXICO FOR REVISION 011~ ITS RETAIL 
ELECTRIC RATES PURSUANT TO ADVICE 
NOTICE NO. 507 

PUBLIC SERVICE COMPANY OF NEW MEXICO, 
Applicant. 

AFFIDAVIT 

STATE OF NEW MEXICO ) 
) ss 

COUNTY OF BERNALILLO ) 

) 
) 
) Case No. 14-00332-UT 
) 
) 
) 
) 
) 

STELLA CHAN, Director of Pricing and Load Research for Public Service 

Company of New Mexico ("PNM" or "Company"), upon being duly sworn according 

to law, under oath, deposes and states: I have read the foregoing Direct Testimony and 

Exhibits of Stella Chan and it is true and accurate based on my own personal knowledge 

and belief. 

GCG# 519029 



2 

/~) 

STELL'A·t-:HAN 

-­/' .;;;:,_,....,, 

t{~~.> !-.X~. /0J/w._l,,__jJ \ \ t )oi) tu(lj;:'"\i/:' 
NOTARY PUBLIC IN AND FOR 
THE STATE OF NEW MEXICO 

GCG # 519029 
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