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	New Mexico IRP Rule 17.7.3 Statutory Requirements

	10A
	The statement of need is a description and explanation of the amount and the types of new resources, including the technical characteristics of any proposed new resources, to be procured, expressed in terms of energy or capacity, necessary to reliably meet an identified level of electricity demand in the planning horizon and to effect state policies.

	10B
	The statement of need shall not solely be based on projections of peak load.  The need may be attributed to, but not limited by, incremental load growth, renewable energy customer programs, or replacement of existing resources, and may be defined in terms of meeting net capacity, providing reliability reserves, securing flexible resources,  securing demand-side resources, securing renewable energy, expanding or modifying transmission or distribution grids, or securing energy storage as required to comply with resource requirements established by statute or commission decisions.

	12B
	To address the utility’s procurement need, if any, as described in the statement of need, and to fulfill the objectives of the utility’s action plan, the utility shall issue a request for proposals (RFP) in the current IRP docket, within five months of the commission’s acceptance of its statement of need and action plan.

	13A
	Acceptance of the utility’s statement of need and action plan does not constitute a finding of prudence or pre-approval of costs associated with acquiring additional resources.


Background

The 2026 IRP maps out a flexible, long-range framework to maintain a reliable and affordable resource portfolio for PNM’s customers over the next 20 years. In establishing this path, PNM explicitly balances three core objectives:
· Reliability: PNM designs the generation system to achieve a Loss of Load Expectation (“LOLE”) of "one day in ten years," a standard industry benchmark. To meet this target as fossil-fueled plants retire, the portfolio must be capable of managing the shifting net peak and ensuring the grid remains robust during high-demand hours when variable renewable output fluctuates.
· Affordability: This plan adopts a "least-regrets" framework when evaluating comprehensive lifecycle costs. Rather than locking the company into a singular, rigid strategy, affordability means prioritizing resource decisions that minimize long-term financial exposure for customers, mitigate market volatility, and preserve flexibility to adjust paths as market conditions evolve.
· Environmental Compliance: The resource strategies are designed to systematically meet statutory clean energy mandates while continuing progress toward a carbon-free electric system.
Capacity Shortfall (No-Action Scenario)
To understand how many new resources the system needs, PNM must first look at what happens if the company takes no action at all. This "no-action" scenario measures the gap between customer demand and available accredited capacity before adding any new projects – meaning 2029-2032 System Resources, the 2029-2032 Supplement Procurements, and future generic candidate resources are left out of the initial calculation. This starting deficit is driven entirely by two factors: expected growth in electricity demand and the scheduled retirement of existing generation alongside the expiration of existing PPAs.
How large this gap is and how fast it grows depends directly on underlying economic factors. Under the baseline forecast, a steady shortfall emerges in the next few years and continues to climb over the 20-year planning window. If economic growth and electrification accelerate under the High or Extreme growth tracks, this gap widens rapidly beginning in 2029 and becomes substantial by 2045. On the flip side, if economic growth is low, PNM's existing and approved generation can cover capacity needs until 2040.
This starting shortfall establishes the amount of capacity PNM needs to secure. Table 1 below shows how the gap changes under different load growth scenarios, setting the stage for the step-by-step resource acquisition plan detailed in the next sections. The load growth scenarios include the Current Trends and Policies (CTP), High Economic Growth (HEG), Low Economic Growth (LEG), and High Economic Growth with Extreme Economic Development Sensitivity (XEG).
Table 1: PNM Capacity Position
	Description
	2029
	2032
	2036
	2040
	2045

	CTP Load (MW)
	3,082
	3,152
	3,254
	3,391
	3,604

	HEG Load (MW)
	3,331
	3,491
	3,719
	3,994
	4,398

	LEG Load (MW)
	2,523
	2,624
	2,653
	2,707
	2,816

	XEG Load (MW)
	3,776
	5,071
	5,539
	6,053
	6,757

	
	
	
	
	
	

	Existing Resources (MW)
	3,330
	2,995
	2,972
	2,739
	1,240

	PRM Target (%)
	14.5%
	14.5%
	14.5%
	14.5%
	14.5%

	
	
	
	
	
	

	CTP Surplus/Deficit (MW)
	(199)
	(614)
	(753)
	(1,143)
	(2,886)

	HEG Surplus/Deficit (MW)
	(485)
	(1,002)
	(1,286)
	(1,834)
	(3,796)

	LEG Surplus/Deficit (MW)
	442 
	(9)
	(66)
	(361)
	(1,984)

	XEG Surplus/Deficit (MW)
	(993)
	(2,811)
	(3,370)
	(4,192)
	(6,497)



Modeling Framework and Resource Categories
While PNM’s modeling framework is organized around distinct load trajectories, the variation in capacity additions within each forecast is not driven by load alone. For each load trajectory, PNM performed comprehensive scenario analyses running dozens of modeling sensitivities. These runs incorporate a wide array of varied modeling inputs, technology cost curves, fuel prices, policy constraints, and stakeholder-requested assumptions and sensitivities. Consequently, the resource ranges presented in this section represent the upper and lower bounds of these diverse scenario paths. To satisfy these diverse paths, the model evaluates a mix of three functional technology categories:
· Carbon-Free Energy Resources: Renewable energy resources (e.g., solar and wind) and energy efficiency programs that produce clean energy or reduce annual customer demand to meet New Mexico clean energy goals.
· Dynamic Balancing Resources: Flexible capabilities (e.g., short-duration energy storage and demand-side management) that allow operators to balance supply and demand instantaneously.
· Firm Dispatchable Resources: Resources capable of operating at full capacity for extended periods (e.g., clean firm generation, hydrogen, or gas placeholders) to maintain grid stability during constrained system conditions.
Bridging the Capacity Need Gap
To systematically close the capacity gap, PNM categorizes its portfolio strategy into three distinct deployment categories based on their current regulatory and commercial status:
· 2029-2032 System Resources: These represent firm commitments – PNM owned and purchased projects that are pending final regulatory approval – that are fixed inputs locked into the schedule. Because they are concrete commitments, they are fully embedded across all modeling cases, including the low forecast, and provide the foundation for near-term system reliability. 
· Pending approval of 1,690 MW of new resources: 1,040 MW of Carbon-Free Resources, 610 MW of Dynamic Balancing Resources and 40 MW of Firm Dispatchable Resources.
· Intent to continue operation of the Reeves Generating Station through 2044 (146 MW).
· 2029-2032 Supplement Procurements: To handle remaining near-term gaps, PNM is concurrently executing its active 2029-2032 All-Source Generation Resource RFP Supplement. Because this competitive solicitation is underway, the exact projects, locations, and technologies remain unknown. Prior analysis identified gas generation as a default modeling assumption for near-term firm dispatchable needs; however, this placeholder will ultimately be filled based on the outcome of the RFP evaluation which is open to all technologies.  As a result, the range of needs established in the IRP will have a small reliance on the outcome of the Supplement selection.
· 172 MW of new Firm Dispatchable Resources, pending final award of resource(s) from PNM’s 2029-2032 All-Source Generation Resources RFP Supplement.
· Generic Long-Term Resources Across Load Forecasts (2033-2036 RFP Future Procurements): Any remaining deficits beyond pending resource approvals and active procurement windows are addressed via generic resources. These additions represent flexible planning placeholders that dynamically scale in volume and timing based not only on which load trajectory materializes, but also on how other key modeling sensitivities and stakeholder assumptions evolve.

The first two resource categories form the base line resources included in the IRP.  The third category represents the focus period for needs identified in the 2026 IRP.
Range of Resource Needs by Future
To provide a comprehensive view of PNM’s potential long-term requirements, the table below consolidates the baseline resources alongside the incremental resource additions across the evaluated load trajectories. Note that this table excludes the LEG future; sensitivity modeling demonstrates that PNM's existing baseline resources and immediate planned procurements are sufficient to meet system needs under a low-growth trajectory. The ranges presented do not represent a single fixed path; rather, they capture the upper and lower bounds established by running multiple distinct sensitivities, technology cost curves, and policy constraints within each individual load forecast. These needs are defined by their functional grid attributes - Carbon-Free, Dynamic Balancing, and Firm Dispatchable - to ensure operational flexibility regardless of the specific technology selected during future competitive bidding processes.
Table 2: Cumulative Generic Resource Attribute Needs by Scenario (MW)
	Category 
	2032 
	2036 
	2040 
	2045 

	
	Low 
	High 
	Low 
	High 
	Low 
	High 
	Low 
	High 

	  Baseline Resources (MW) 

	Carbon-Free Energy 
	1,040 
	1,040 
	1,040 
	1,040 

	Dynamic Balancing 
	610 
	610 
	610 
	610 

	Firm Dispatchable 
	358 
	358
	358
	358

	  CTP Incremental Generic Resource Need (MW) – Above the Baseline Resources

	Carbon-Free Energy
	194
	327
	493
	804
	636
	1,303
	1,178
	2,187

	Dynamic Balancing 
	10
	40
	15
	125
	16
	164
	536
	935

	Firm Dispatchable 
	0
	0
	0
	200
	0
	865
	584
	2,208

	  HEG Incremental Generic Resource Need (MW) - Above the CTP Case 

	Carbon-Free Energy
	458
	460
	604
	817
	610
	719
	532
	781

	Dynamic Balancing 
	35
	218
	35
	582
	35
	569
	0
	591

	Firm Dispatchable 
	0
	420
	0
	1,099
	0
	1,259
	146
	1,658

	  XEG Incremental Generic Resource Need (MW) - Above the Baseline Resources

	Carbon-Free Energy 
	4,451
	5,539
	6,035
	6,698

	Dynamic Balancing 
	2,163
	2,168
	2,171
	2,194

	Firm Dispatchable 
	1,280
	1,780
	2,472
	4,122


The 'Low' and 'High' columns within each individual load scenario do not represent low or high economic growth; rather, they represent the optimization bounds driven by cost, policy, and other sensitivities within that specific load track.
Current Trends and Policy Future
Under the baseline CTP future and sensitivities, steady load growth and clean energy mandates mean that 2029-2032 System Resources and the upcoming 2029-2032 Supplement Procurements only partially solve the long-term gap, requiring an overlay of additional generic modeling resources over time. Critically, the resource ranges defined below represent net-new, incremental capacity targets required over and above the baseline resources.  Based on the selected technologies from the IRP analysis, the ranges of need are:
· Focus Period (2033 through 2036): Over this near-term window, total portfolio needs increase from the baseline resources requiring 493 MW to 804 MW of Carbon-Free energy, between 15 MW and 125 MW of Dynamic Balancing, and up to 200 MW of Firm Dispatchable resources through 2036.
· Planning Period (Through 2045): To sustain reliability and hit policy targets, generic modeling resources expand the total footprint significantly by the end of the planning period, requiring 1,178 MW to 2,187 MW of Carbon-Free energy, 536 MW to 935 MW of Dynamic Balancing, and 584 MW to 2,208 MW of Firm Dispatchable resources through 2045.

Stakeholder Scenarios
PNM evaluated a series of alternative modeling cases incorporating stakeholder-requested assumptions and constraints. While these stakeholder scenarios utilize the same underlying baseline resources and load trajectories as the CTP case, adjusting critical inputs and assumptions changes the optimized portfolio balance across the three functional technology categories. Specifically, these sensitivities expand the near-term variance for Carbon-Free resources, accelerate the overall demand for Dynamic Balancing flexibility, and reconfirm an almost identical long-term capacity floor for Firm Dispatchable resources.
Key Category Takeaways:
· Carbon-Free Energy Resources: Stakeholder assumptions widen the near-term band of uncertainty through 2036, expanding the range to 237 MW – 1,222 MW (compared to the tighter CTP range of 493 MW – 804 MW). By 2045, the long-term range shifts to 688 MW – 2,526 MW, bringing the high-end requirement into close alignment with the CTP. 
· Dynamic Balancing Resources: Altering resource options shifts the need for fast-acting grid flexibility upward across the board. The near-term focus period ceiling increases significantly to 659 MW (vs. 125 MW in the CTP), ultimately scaling to a maximum of up to 1,599 MW by 2045.
· Firm Dispatchable Resources: The absolute volume of firm capacity required to preserve grid stability remains very stable. Through 2036, both pathways share an identical near-term floor of 0 MW, while the upper bounds remain closely aligned at 450 MW under stakeholder assumptions versus 200 MW in the CTP. By 2045, the long-term requirements converge on a similar requirement (2,098 MW under stakeholder cases vs. 2,208 MW in the CTP). However, while the structural capacity floor is driven by load and retirement timelines, the stakeholder assumptions dramatically shift the underlying technology mix away from traditional placeholders toward alternative clean-firm resources (e.g., geothermal). 

Low Economic Growth Future
Sensitivity modeling demonstrates that under a Low Economic Growth Future, the combination of 2029-2032 System Resources and the upcoming 2029-2032 Supplement Procurements is fully sufficient to resolve the system's core supply-side capacity deficit through the 2026 IRP focus period of 2033 through 2036.
· Generic Supply-Side Additions: Across the entire range of sensitivities run under this low load forecast, minimal generic supply-side resource additions are required through 2040.
· Continued DSM Selection: However, the model does continue to select incremental DSM, specifically lower-cost  energy efficiency, across all cases in both the near- and long-term to optimally manage the system. 
High Economic Growth Future
If economic development and electrification accelerate beyond the CTP future, a significantly greater shortfall of resources would occur. The range below shows the resources identified in the IRP analysis with the HEG future. Under the high economic growth assumptions, the range of need above the CTP becomes: 
· Focus Period (Through 2036): High growth demands an immediate generic increment of up to 1,097 MW to 1,621 MW of Carbon-Free resources, 50 MW to 707 MW of Dynamic Balancing, and up to 1,299 MW of Firm Dispatchable resources.
· Planning Period (Through 2045): The compounding load drives substantial long-term generic additions, requiring an incremental 1,710 MW to 2,968 MW of Carbon-Free energy, 181 MW to 1,526 MW of Dynamic Balancing, and 730 MW to 3,865 MW of Firm Dispatchable resources.
Extreme Economic Development Sensitivity
To evaluate extreme load additions, the Extreme Economic Development Sensitivity maps out an unprecedented volume of generic resources required well beyond near-term procurement cycles.  Based on the technologies selected in the IRP, the incremental above baseline resource needs under the Extreme Economic Development sensitivity are:
· Focus Period (Through 2036): Requires an immediate incremental generic influx of 5,539 MW of Carbon-Free resources, 2,168 MW of Dynamic Balancing, and 1,780 MW of Firm Dispatchable resources.
· Planning Period (Through 2045): Requires substantial generic incremental additions of 6,698 MW of Carbon-Free resources, 2,194 MW of Dynamic Balancing to manage volatility and 4,122 MW of Firm Dispatchable resources by 2045. 
Conclusion
In alignment with New Mexico IRP Rule 17.7.3, this Statement of Need establishes a comprehensive, risk-managed foundation for PNM’s resource activities through 2036 and beyond. By translating near-term planning horizons and scenario bands into an adaptive framework, PNM avoids the dual risks of over-procuring under low-growth conditions or falling into a capacity deficit should rapid electrification materialize over the next decade.
To maintain system reliability and protect affordability, immediate procurement efforts must be structured as a modular, scalable plan. This framework establishes a target for the Focus Period paired with incremental resource needs that step up dynamically based on future load outcomes:
· The 2026 IRP Focus Period (CTP Scenario): To handle expected load growth and policy mandates, the core incremental generic need through the 2036 Focus Period requires an additional 493 MW to 804 MW of Carbon-Free energy, 15 MW to 125 MW of Dynamic Balancing, and up to 200 MW of Firm Dispatchable resources. These targets represent net-new procurement needs over and above the 2029–2032 baseline resources. If alternative stakeholder assumptions guide the final selection, the incremental Carbon-Free energy resource range widens to 237 MW–1,222 MW, the ceiling for Dynamic Balancing resources scales up to 659 MW, and the firm dispatchable resources up to 450 MW.
· The High Economic Growth Future (HEG): Should near-term regional economic development indicators, data center queues, or electrification metrics outpace baseline forecasts, the framework accommodates a step-up in needs. This increases focus period targets over the CTP an additional 604 MW to 817 MW of Carbon-Free energy resources, 35 MW to 582 MW of Dynamic Balancing resources, and up to 1,099 MW of Firm Dispatchable resources.
· Extreme Economic Development Sensitivity (XEG): For unprecedented economic development loads that exceeds the HEG before 2036, an additional 5,539 MW of Carbon-Free Energy Resources, up to 2,168 MW of Dynamic Balancing Resources, and 1,780 MW of Firm Dispatchable Resources over the baseline resources.
· Low Economic Growth Future (LEG): Conversely, if economic expansion slows over the Focus Period, the planning framework minimizes resource cost exposure. Sensitivity modeling proves that PNM's baseline resources and active near-term procurements are fully sufficient to cover core supply-side deficits through 2036, allowing PNM to bypass generic generation additions entirely during the focus period and focus primarily on economic demand-side management (DSM).

By utilizing functional resource attributes - Carbon-Free Energy, Dynamic Balancing, and Firm Dispatchable - as the core metrics, this framework ensures technology neutrality for upcoming cycles. Ultimately, this stepped, category-based planning strategy satisfies the statutory requirements of Rule 17.7.3 for the Focus Period while preserving the financial and procurement flexibility to protect customers, maintain reliability, and meet New Mexico's clean energy goals.
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