
 

 

2007 PNM Electric Rate Case 
Brief Summary of Testimony  

As of Nov. 19, 2007 
 

Return on Equity 
 
Background: In previously submitted testimony filed with the New Mexico Public Regulation 
Commission, the PRC staff recommended an ROE of 9.1 percent and the Attorney General 
recommended an ROE of 9.57 percent. PNM has requested an ROE of 10.75 percent.  
 
PNM Position:  

 Both the PRC staff and Attorney General erred in using only one version of a discounted 
cash flow model. 
 In making its final order in the rate case, the PRC should rely on the results of more than 

one methodology to determine an appropriate ROE, as it has in the past and as is currently 
done by the Federal Energy Regulatory Commission.  
 The discounted cash flow  methodology used by both PRC staff and the Attorney General 

contains several errors and omissions that result in an understatement of the recommended 
ROEs.  
 The PRC staff’s and Attorney General’s ROE recommendations are outside the 

mainstream of allowed rates of return in the nation and well below the averages of the list 
of comparable utilities they submitted as comparisons. 
 It is appropriate to consider the ROEs granted in other jurisdictions.  Both the PRC and the 

Attorney General have ignored this. 
 

Fuel-Adjustment Clause 
 
Background: PNM has filed to re-institute a fuel-adjustment mechanism. All intervenors oppose 
a fuel clause. 
 
PNM Position:  
 

 PNM meets all the conditions outlined by NMPRC Rule 550 to implement a fuel clause. 
• Rule 550 requires a utility to demonstrate that:  

 Fuel and purchased power costs are a significant percentage of its total 
revenue requirements 

 Fuel and purchased power costs periodically fluctuate and cannot be 
precisely determined in a rate case, and 

 Existing policies and practices ensure that electric power is generated and 
purchased at the lowest reasonable cost 

 PNM is the only utility in the state without a fuel-adjustment mechanism.  
 The PRC has initiated a separate proceeding to explore simplified, uniform reporting 

processes for the fuel clauses of the state’s regulated utilities.  That proceeding does not 
include revisiting the requirements for eligibility for a fuel clause as currently contained in 
Rule 550.   
 PNM’s entitlement for a fuel clause should be determined in this rate case.  
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Rate Case Schedule 
 
The rate case hearing is expected to begin on Dec. 5 and last several weeks. It will be presided over 
by a hearing examiner, who will issue a recommended decision to the Commission by Feb. 28, 
2008. The PRC will decide on the rate case by May 7, 2008. 
 
 
 
 

Summary of filed positions 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

1Adjusted in supplemental and rebuttal testimony 
2 Based on a last allowed revenue requirement of $559.5 million 

 
 
 
 

Reject Reject ImplementationN/A Fuel Clause 

$1.4 million $11.8 million2 $77.3 million1N/A Rate Increase 

$1.1 billion $1.1 billion $1.2 billion $960 million Rate Base 

$559.9 million $571.3 million $640.9 million $558.5 Revenue 
Requirement 

9.57% 9.10% 10.75% 10.5% ROE 

Attorney General 
Filing 

Staff Filing PNM Filing Last Allowed  


