
BEFORE THE NEW MEXICO PUBLIC REGULATION COMMISSION 

IN THE MATTER OF THE APPLICATION ) 
OF PUBLIC SERVICE COMPANY OF NEW ) 
MEXICO FOR APPROVAL TO ABANDON ) 
SAN JUAN GENERATING STATION UNITS ) 
2 AND 3, ISSUANCE OF CERTIFICATES 
OF PUBLIC CONVENIENCE AND 
NECESSITY FOR REPLACEMENT POWER ) 
RESOURCES, ISSUANCE OF ACCOUNTING ) 
ORDERS AND DETERMINATION OF 
RELATED RATEMAKING PRINCIPLES 
AND TREATMENT, 

) 
) 

Case No. 13-00390-UT 
) 
) 
) 

PUBLIC SERVICE COMPANY OF NEW 
MEXICO, 

) 
) 
) 

Applicant ) 

NOTICE OF STATUS OF SAN JUAN GENERATING STATION OWNERSHIP 
RESTRUCTURING NEGOTIATIONS AND FILING OF "TERM SHEET" 

Public Service Company of New Mexico ("PNM" or "Company") hereby provides notice 

of the status of the negotiations among the San Juan Generating Station ("San Juan" or "SJGS") 

participants ("Participants") relating to the ownership restructuring of SJGS. This Notice is filed 

pursuant to ordering paragraph 2 of the Hearing Examiner's June 11, 2014 Order (1) Partially 

Granting PNM's Motion, as Supplemented, for Leave to File Supplemental Testimony, to Extend 

Procedural Schedule and for Shortened Response Time and (2) Denying PNM Motion for Leave 

to File Reply in Support of Motion for Leave to File Supplemental Testimony ("Order") which 

requires PNM to provide "notice of status of San Juan ownership negotiations and a copy of any 

resulting agreement or term sheet." (Order, p. 10) 

On June 20, 2014, representatives of the nine San Juan Participants reached a non-

binding agreement in principle on the ownership restructuring of San Juan due to the proposed 
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retirement of Units 2 and 3 by December 31, 2017 as necessary to implement the Revised SIP. 

The Participants' agreement on the restructuring of San Juan has been memorialized in the form 

of (1) the Resolution of the San Juan Generating Station Coordination Committee Regarding 

San Juan Project Restructuring ("Resolution"), and (2) the San Juan Generating Station 

Restructuring Non-Binding Term Sheet of Remaining Participants ("Remainers' Term Sheet"), 

copies of which are attached hereto as Exhibits "A" and "B" respectively. The Resolution and 

the Remainers' Term Sheet are collectively referred to as the "Restructure Term Sheet". 

The Resolution was unanimously approved by the San Juan Coordination Committee on 

June 26, 2014. Under the Resolution, Participants who will be exiting active participation in San 

Juan effective December 31, 2017 (the "Exiting Participants") include Tri-State Generation and 

Transmission Association, Inc., M-S-R Public Power Agency, Southern California Public Power 

Authority and the City of Anaheim, California. Those Participants who will retain an interest in 

the ongoing operation of one or more units of San Juan include PNM, Tucson Electric Power 

Company, the City of Farmington, New Mexico ("Farmington"), the Incorporated County of Los 

Alamos, New Mexico, and Utah Associated Municipal Power Systems (the "Remaining 

Participants"). The Resolution provides the essential terms of the restructured ownership of San 

Juan as between the Exiting Participants and the Remaining Participants and addresses other 

related matters. The Remainers' Term Sheet was approved by all of the Remaining Participants 

on June 26, 2014 and provides the essential terms of the restructured ownership of San Juan 

among the Remaining Participants. 

As a result of the Restructure Term Sheet, PNM confirms that it proposes to acquire the 

additional 132 MW in San Juan Unit 4 as described in its May 22 Supplemental Testimony filed 

in this proceeding. Farmington has agreed to acquire the remaining 65 MW in Unit 4 subject to 
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execution of final binding agreements that result from the Restructure Term Sheet. The 

ownership interests of the other Remaining Participants in Unit 4 are unchanged. 

The Resolution and the Remainers' Term Sheet acknowledge that a number of 

regulatory approvals are required to implement the proposed ownership restructuring of San 

Juan. Any final binding agreement or agreements relating to the ownership restructuring are 

necessarily subject to required regulatory approvals. 

Although the Resolution and the Remainers' Term Sheet are non-binding and 

conditioned upon execution of final definitive agreements and receipt of necessary regulatory 

approvals, the Restructure Term Sheet represents a comprehensive outline of essential terms that 

provides a detailed framework for the necessary final agreements. Numerous existing San Juan-

related agreements will have to be reviewed to determine what, if any, amendments are required 

as a result of the ownership restructuring of San Juan. The Participants have committed to 

"proceed with prompt drafting of necessary definitive agreements" necessary to implement the 

ownership structure of San Juan. (Resolution, f 11) 

The Resolution and Remainers' Term Sheet are the result of arm's length negotiations 

and mediation and the associated terms represent give-and-take compromises on myriad complex 

issues resulting in a settlement that is in the interest of each of the San Juan Participants. A 

detailed discussion of the Restructure Term Sheet will be included in PNM's testimony to be 

filed on July 15, 2014 pursuant to the Order, including a description of the benefits of the 

Restructure Term Sheet to PNM and its customers. 

3 



Respectfully submitted this 1st day of July 2014, 

PUBLIC SERVICE COMPANY OF NEW MEXICO 

Patrick V. Apodaca, SVP &General Counsel 
Benjamin Phillips, Associate General Counsel 
Bradford A. Borman, Senior Corporate Counsel 
Public Service Company of New Mexico 
PNM Resources, Inc. 
Corporate Headquarters - Legal Department 
Albuquerque, NM 87158-0805 
Phone: 505-241-4836 
Patrick.Apodaca@pnmresources.com 
Ben.Phillips@pnniresources.com 
B radford. B orman @ pnmresources. com 

Richard L. Alvidrez 
Miller Stratvert P. A. 
500 Marquette NW, Suite 1100 
P.O. Box 25687 
Albuquerque, New Mexico 87125 
Phone: (505)842-1950 
ralvidrez@mstlaw.com 

Patrick T. Ortiz 
Cuddy & McCarthy, LLP 
1701 Old Pecos Trail 
P.O. Box 4160 
Santa Fe, New Mexico 87502-4160 
Phone: (505)954-7323 
portiz@cuddvmccarthv.com 

Attorneys for Public Service Company of New Mexico 

#518318 
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Exhibit A 

RESOLUTION OF SAN JUAN GENERATING STATION 
COORDINATION COMMITTEE REGARDING SAN JUAN PROJECT 

RESTRUCTURING 

WHEREAS, the Participants are co-owners of the San Juan Project ("Project"). The 
Project is a four-unit, coal-fired electric generation plant located in San Juan County, near 
Farmington, New Mexico, also known as the San Juan Generating Station ("SJGS"). The 
Participants' respective rights and obligations in regard to the Project are set out in the Amended 
and Restated San Juan Project Participation Agreement, dated March 23, 2006 ("SJPPA") and in 
certain other Project-related agreements; and 

WHEREAS, as specified in Sections 6.2.1, 6.2.2 and 6.2.3 of the SJPPA, SJGS Unit 1 
and Unit 2 are owned by PNM (50%) and TEP (50%); Unit 3 is owned by PNM (50%), SCPPA 
(41.8%) and Tri-State (8.2%); and Unit 4 is owned by PNM (38.457%), M-S-R (28.8%), 
Farmington (8.475%), Los Alamos (7.2%), Anaheim (10.04%) and UAMPS (7.028%). 
Equipment and facilities associated with more than one Unit are owned in other ownership 
percentages, as specified in Sections 6.2.4, 6.2.5 and 6.2.6 of the SJPPA. As provided in the 
SJPPA, such ownership interests are undivided interests; and 

WHEREAS, on February 15, 2013, PNM, the New Mexico Environment Department and 
the federal Environmental Protection Agency ("EPA") entered into a Term Sheet reflecting the 
terms of a non-binding "tentative agreement" for certain actions intended to address pollution 
control requirements for the SJGS under the federal Clean Air Act's requirements for regional 
haze and interstate transport for visibility. The Term Sheet, if implemented, will result in the 
retirement of Unit 2 and Unit 3 by December 31, 2017, and the installation of selective non-
catalytic reduction ("SNCR") technology on Unit 1 and Unit 4 by the later of January 31, 2016 
or fifteen (15) months after EPA approval of a revised State Implementation Plan ("Revised 
SIP"); and 

WHEREAS, the California legislature has enacted statutes, and the California Energy 
Commission has promulgated implementing regulations, which may prevent the California 
Participants (SCPPA, M-S-R and Anaheim) from agreeing to enter into certain life extension 
projects for coal-fired power plants, including the SJGS; and 

WHEREAS, as the result of, among other things, the developments described above, the 
Participants desire to enter into arrangements with respect to the restructuring of their respective 
rights and obligations in the Project. In particular, several of the Participants desire to divest or 
terminate their ownership of the Project while other Participants are willing to acquire additional 
ownership interests in portions of the Project; and 

WHEREAS, the Participants desire, by this Resolution, to set out certain non-binding 
principles regarding the restructuring of their respective Project ownership rights and cost 
responsibilities, including a schedule for final resolution of such restructuring arrangements. 

NOW, THEREFORE, be it resolved that the Participants agree in principle to this non-
binding Resolution: 
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Exit Date and Ownership Transfers: 

The Exiting Participants ("Exiting Participants" refers to Tri-State 
Generation and Transmission Association, Inc. ("Tri-State"), M-S-R 
Public Power Agency ("M-S-R"), Southern California Public Power 
Authority ("SCPPA"), and City of Anaheim, California ("Anaheim")) will 
exit active involvement in the operation of SJGS on or about December 
31, 2017 ("Exit Date") by transferring their Unit 3 and 4 ownership 
interests to the Remaining Participants. 

a. 

The Remaining Participants ("Remaining Participants" refers to Public 
Service Company of New Mexico ("PNM"), Tucson Electric Power 
Company ("TEP"), The City of Farmington, New Mexico ("Farmington"), 
The Incorporated County of Los Alamos, New Mexico ("Los Alamos"), 
and Utah Associated Municipal Power Systems ("UAMPS")) will acquire 
all of Exiting Participants' ownership interests in Units 3 and 4 on the Exit 
Date. For the sake of clarification, PNM and Farmington will acquire the 
Participation Shares in SJGS Unit 4 currently owned by M-S-R and 
Anaheim equivalent to 132 MW in the case of PNM and 65 MW in the 
case of Farmington; and PNM will also acquire the Participation Shares in 
Unit 3 currently owned by SCPPA and Tri-State. TEP, Los Alamos and 
UAMPS will not be acquiring any ownership of Unit 3 or any additional 
ownership of Unit 4; and Farmington will not be acquiring any ownership 
of Unit 3. 

b. 

All Participants will jointly waive rights-of-first-refusal and grant requisite 
consents under the SJPPA to allow these transfers to occur on the Exit 
Date. 

c. 

2. Restructuring Fee: 

The Exiting Participants will pay to the Remaining Participants a 
restructuring fee of $8.8 million ("Restructuring Fee") in consideration of 
costs to restructure the ownership interests in the San Juan Project. The 
Restructuring Fee will be paid by the Exiting Participants in the following 
percentages: M-S-R - 32.22%; Anaheim - 11.48%; SCPPA - 47.08%; 
and Tri-State - 9.22%. The Restructuring Fee will be allocated to the 
Remaining Participants in the following percentages: PNM - 0%; TEP -

a. 

0%; Farmington - 55.6%; LAC - 22.2%; and UAMPS - 22.2%. 

The Restructuring Fee will be netted against the total sum of Common 
Participation Shares of Shared Inventory as set forth in Section 5 of this 
Resolution. 

b. 
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Legacy Liabilities: 3. 

Coal Mine Reciamation: a. 

The SJPPA and/or the Mine Reclamation and Trust Funds Agreement 
among the San Juan Project Participants dated June 1, 2012 ('Trust Funds 
Agreement") will be modified to address the following: 

The Exiting Participants' obligations for Reclamation Costs (as 
defined in the Trust Funds Agreement) will be limited to the SJCC 
Site Area (as defined in the Underground Coal Sales Agreement 
("UG-CSA"), and no other mining locations. The Exiting 
Participants' obligations for Reclamation Costs are limited to 
reclamation obligations for mining or related activities that have 
occurred through the Exit Date and not thereafter ("Pre-Exit 
Reclamation Obligations"); 

The Trust Funds Agreement will be amended to reflect the division 
between Pre-Exit Reclamation Obligations and all other 
reclamation or other obligations that will be incurred by 
Remaining Participants as a result of mining and other activities 
after the Exit Date ("Post-Exit Reclamation Obligations"). The 
Trust Funds Agreement amendments will also include items listed 
in Exhibit "A" to this Resolution. 

ii. 

It is the intent of all the Participants that Exiting Participants will 
have no obligation for costs associated with mining and related 
activities or ash disposal post-Exit Date at the SJCC Site Area as a 
result of agreements entered into between Remaining Participants 
and third parties. As Exiting Participants will not have approval 
rights over those agreements, so as to ensure that such post-Exit 
Date agreements do not unfairly shift costs to Pre-Exit 
Reclamation Obligations, Exiting Participants will have 
appropriate audit rights and an established method for dispute 
resolution for any commercially unreasonable charges for Pre-Exit 
Reclamation Obligations as a result of fuel or ash disposal 
agreements between Remaining Participants and third parties. 
Exiting Participants will be represented on the Reciamation 
Oversight Committee (as that term is now or may be defined in the 
Trust Funds Agreement) to be established as of the Exit Date under 
the Trust Funds Agreement and, through that committee, will have 
voting rights under the Trust Funds Agreement related to Pre-Exit 
Reclamation Obligations; 

The Remaining Participants will work diligently and in good faith 
to contract for coal supply and ash disposal services separately 
from reclamation services. 

iii. 

iv. 

Reclamation services shall be 
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appropriately allocated between Pre-Exit and Post-Exit 
Reclamation Obligations. Any new contracts or amendments to 
the existing UG-CSA for unbundled reclamation services will be 
subject to approval by the Reclamation Oversight Committee. If 
costs attributable to Pre-Exit Reclamation Obligations continue to 
be billed and embedded in post-Exit Date invoices from SJCC or 
another San Juan Mine fuel supplier. Remaining Participants will 
develop a commercially reasonable method for the timely, full, and 
accurate disembedding and appropriate allocation of costs for ash 
or waste disposal, pre and post-Exit Date reclamation services, and 
post-Exit Date mining and related costs at the SJCC Site Area. 
Such allocations and disembedding will be subject to reasonable 
rights of verification and audit by the Exiting Participants for so 
long as costs are billed to Exiting Participants for Pre-Exit 
Reclamation Obligations, subject to the limitations, if any, of the 
existing UG-CSA. A method for dispute resolution regarding such 
allocations will also be included in the Trust Funds Agreement; 

All Participants will use their trust funds only for the purpose for 
which intended in the Trust Funds Agreement, i.e., to fund SJCC 
Site Area reclamation activities; 

Other modifications to the Trust Funds Agreement will be 
necessary given the restructuring of the ownership interests in the 
San Juan Project; and 

vi. 

vii. All Participants will use commercially reasonable efforts to limit 
Pre-Exit Reclamation Obligations. 

b. Environmental Liabilities: 

In furtherance of their common interest with respect to 
environmental liabilities, the Participants will engage an 
independent, third-party environmental consultant ("Consultant") 
to complete a confidential baseline multi-media environmental 
self-evaluation ("Baseline Environmental Study" or "BES") of 
SJGS and its operations. The purpose of the BES is to establish a 
baseline of environmental conditions in anticipation of the Exiting 
Participants' exit from active involvement in the operation of SJGS 
on the Exit Date. It is the intent of the Participants that the 
Consultant's work and communications be protected by the 
attorney-client privilege and/or the work product doctrine to the 
maximum extent permitted by law. The Consultant will be 
selected by agreement of all Participants and will be engaged and 
directed by counsel jointly representing the Participants. The 
Consultant's work and communications, including but not limited 
to the Draft Report and Final Report and Further Audit addressed 
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below, will be treated as privileged and confidential, and will be 
included as Defense Materials pursuant to the Joint Defense and 
Confidentiality Agreement effective December 9, 2009 and the 
Addendum to Joint Defense and Confidentiality Agreement 
effective January 31, 2010. 

The scope of work for the BES will be developed by agreement of 
all Participants and will include, but not be limited to: (A) review 
and analysis of data, documents and information, such as 
monitoring data for air emissions, surface and groundwater 
discharges, to identify potential or actual emissions, spills or leaks 
related to SJGS and (B) interviews of key past or present 
Operating Agent personnel (as identified and agreed upon by all 
Participants) with knowledge of past and present SJGS operations. 
The BES may identify environmental issues that require further 
assessment or investigation. To the extent possible (based upon 
regulatory requirements) and by agreement of all the Participants, 
additional environmental assessments such as, without limitation, 
document review, studies, data collection, sampling, analysis of 
soil, surface water, and groundwater sampling and similar 
activities may be conducted with a desired completion date of 
December 31, 2014. Issues of concern that are already identified 
and are the current subject of monitoring, investigative and 
remediation activities in accordance with regulatory, permitting or 
other legal requirements will be excluded from further assessment 
in the BES; provided, however, that such issues will be identified 
and listed in the Final Report and on a schedule attached to the 
Restructuring Agreement. 

ii. 

The Consultant will prepare and provide a draft confidential 
baseline environmental report ("Draft Report") setting forth the 
Consultant's findings and recommendations, which Draft Report 
will be distributed to all the Participants for review and comment. 

iii. 

After receiving and considering the Participants' comments, the 
Consultant will prepare a confidential final baseline environmental 
report for SJGS and its operations ("Final Report") setting forth the 
Consultant's findings and recommendations, if any, to address any 
environmental issues in accordance with any applicable 
environmental laws. The Final Report will be directed to all the 
Participants and each and all of the Participants may rely on the 
Final Report. 

iv. 

If the Final Report identifies any environmental issues at SJGS that 
require remediation or corrective action or similar activities that 
are not being currently addressed then, as part of Operating Work, 

y 
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the Operating Agent will to the extent possible (given the 
constraints and/or schedule that may be imposed by the regulatory 
agency overseeing the remediation) on or before 30 days prior to 
the Exit Date remediate, or commence the remediation of, any and 
all environmental issues identified in the Final Report, with 
responsibility for the cost of such remediation, corrective action, or 
similar activities to be borne by Participants in accordance with 
their respective Participation Shares as set forth in the SJPPA, 
subject to the right of each Participant to seek contribution from or 
otherwise make claims against other potentially responsible 
parties. For purposes of this section 3(b) "respective Participation 
Shares" means consistent with the ownership in the plant property 
that gave rise to the environmental liability. 

Prior to the Exit Date, the Operating Agent will complete an 
additional environmental audit of SJGS (the "Further Audit") to 
identify environmental issues, if any, that may have arisen 
subsequent to the completion of the Final Report. The scope of 
work for the Further Audit will be developed by agreement of all 
the Participants. The Further Audit will be treated as confidential 
and will be directed to all the Participants (all of whom may rely 
on the Further Audit). The Further Audit and any remediation 
undertaken pursuant to the Further Audit will be deemed Operating 
Work, the cost responsibilities for which shall be borne by all 
Participants in accordance with their respective Participation 
Shares as set forth in the SJPPA, subject to the right of each 
Participant to seek contribution from or otherwise make claims 
against other potentially responsible parties. The Final Report may 
be supplemented to the extent updates are required by the Further 
Audit. 

vi. 

The Participants understand that the BES, the Final Report and the 
Further Audit may not discover or report all environmental issues 
that existed prior to the date thereof. Without agreeing, admitting 
or conceding that any of them bears any contractual or legal 
responsibility for any undiscovered environmental issues that 
existed prior to the Exit Date, the Participants agree that if 
environmental issues are discovered after the date of the Final 
Report or the Further Audit (including after the Exit Date), and (A) 
if in the opinion of an independent, third-party environmental 
consultant to be agreed upon by all the Participants, such 
environmental issues result from operations and activities that 
occurred at SJGS prior to the Exit Date, and (B) if such 
environmental issues are not wholly or in part the result of Willful 
Action of the Operating Agent, then all Participants are responsible 
for the costs of any remedial or corrective activities to address Pre-

vii. 
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Exit Date environmental issues in accordance with their respective 
Participation Shares as set forth in the SJPPA, subject to the right 
of each Participant to seek contribution from or otherwise make 
claims against other potentially responsible parties. 

All Participants acknowledge that there may be exposure to claims 
for environmental liabilities for future changes in laws and 
regulations. To the extent such claims relate to operations and 
activities that occurred at SJGS prior to the Exit Date, without 
agreeing, admitting or conceding that any of them bears any 
contractual or legal responsibility for any such claims, the 
Participants agree: (A) if in the opinion of an independent, third-
party environmental consultant to be agreed upon by all the 
Participants, such claims result in whole or in part from operations 
and activities that occurred at SJGS prior to the Exit Date, and (B) 
if such claims are not wholly or in part the result of Willful Action 
of the Operating Agent, then all Participants are responsible for 
such claims and the costs of any resulting remedial or corrective 
activities to the extent resulting from Pre-Exit Date SJGS 
operations and activities in accordance with their respective 
Participation Shares as set forth in the SJPPA, subject to the right 
of each Participant to agree to, dispute or seek contribution from 
or otherwise make claims against other potentially responsible 
parties with respect to any such claims should they arise in the 
future. 

viii. 

The Exiting Participants will have no responsibility for any 
environmental liabilities (arising under any environmental laws, 
whether federal, state or local), including, without limitation, 
remedial or response costs, fines or penalties to the extent arising 
or resulting from (A) the operation of SJGS on or after the Exit 
Date; (B) the operation of any gas-fired generating facility located 
or to be located at or adjacent to the SJGS plant site; or (C) any 
other operations at or adjacent to the SJGS plant site engaged in by 
PNM, the Remaining Participants or any third parties on or after 
the Exit Date; provided, that nothing herein shall operate to relieve 
any Participant from decommissioning costs, if any, associated 
with SJGS for which a Participant would otherwise be responsible 
nor establish any decommissioning liability where one does not 
already exist. For purposes of this Resolution, "SJGS plant site" 
refers to what are identified as Parcels A, B, D, E and F in Exhibit 
I to the SJPPA. 

ix. 

Decommissioning: As soon as practicable after adoption of this 
Resolution, the Participants will continue to develop a method for funding 
decommissioning of SJGS. 

c. 
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Capital Cost Items and Voting: 

The Remaining Participants will assume all responsibility for the costs of 
Capital Improvements invoiced after July 1, 2014 (the "Effective Date") 
and Exiting Participants shall have no ownership interest in such Capital 
Improvements. Responsibility for Capital Costs invoiced prior to the 
Effective Date shall be based on existing ownership of plant or common 

a. 

property. 

The Unit 3 Exiting Participants (SCPPA, Tri-State) will have no 
responsibUity after the Effective Date for costs of the SNCR/balanced 
draft project to be placed on Units 1 and 4. 

b. 

The Participants desire to implement the provisions of this Section 4 and 
Section 5, Fuel Supply, as soon as possible to allocate the now ongoing 
costs of the construction and installation of the "BART Alternative" under 
the Revised SIP and other ongoing fuel, capital and restructuring costs, 
and PNM will file an agreement with FERC seeking such approval (the 
"Fuel and Capital Funding Agreement"). 

c. 

The Exiting Participants will pay a Demand Charge for the use of new 
Capital Improvements implemented on Unit 4, facilities common to Units 
3 and 4, and facilities common to all units, and will continue to pay all 
operation and maintenance charges associated with their Participation 
Shares through the Exit Date. 

d. 

The Demand Charge will be $6,200,000 ("Demand Charge") and 
will be paid equally over the forty-two (42) month period between 
the Effective Date and the Exit Date. The Demand Charge will be 
paid regardless of the output of Unit 3 or 4. 

The Exiting Participants shall pay the Demand Charge as follows: ii. 

71.65% 
25.00% 
2.80% 
0.55% 

(A) M-S-R 
(B) Anaheim 
(C) SCPPA 
(D) Tri-State 

The Remaining Participants shall be paid the Demand Charge as 
follows: 

0.00% 
0.00% 
55.6% 
22.2% 
22.2% 

(A) PNM 
(B) TEP 
(C) Farmington 
(D) LAC 
(E) UAMPS 
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Voting for Capital Budget Items for Unit 4, for facilities common to Units 
3 and 4 and for facilities common to all Units, shall be in accordance with 
Section 6.2 of the Fuel and Capital Funding Agreement. 

5. Fuel Supply: 

For purposes of this Resolution and the Restructuring Agreement, the 
Participants will agree that there are the following types of inventory 
available for use at SJGS: 

a. 

Coal tons stockpiled on San Juan Coal Company's ("SJCC") 
property are "SJCC Inventory"; 

Coal tons stockpiled on SJGS property, excluding tons in the 
stack-out piles and in process at the plant, as of the Agreed Date 
(defined below) are "Force Majeure Inventory"; 

ii. 

Coal tons in stack-out piles and in process at the plant as of the 
Agreed Date are "Live Inventory"; 

iii. 

SJCC Inventory, Force Majeure Inventory, and Live Inventory, 
collectively defined as "Shared Inventory," are those tons that exist 
as of the Agreed Date that will be allocated by Common 
Participation Share under the SJPPA (regardless of the status of the 
current Inventory Allocation Agreement) and relinquished by the 
Exiting Participants to PNM; 

iv. 

Coal tons stockpiled on SJGS property after the Agreed Date as a 
result of Exiting Participants' inability to bum their remaining 60% 
share of the allocated share of the take or pay base tons delivered 
by SJCC due to unit outages are "Exiting Participants' New Force 
Majeure Tons"; and 

y. 

Coal tons stockpiled on SJGS property after the Agreed Date and 
prior to the Exit Date that are excess tons delivered by SJCC and 
not purchased by Exiting Participants are "PNM Transition 
Inventory". PNM Transition Inventory, the Exiting Participants' 
New Force Majeure Tons and the Force Majeure Inventory will 

vi. 

physically be commingled. 

Relinquishment of Inventory: Exiting Participants will relinquish their 
Common Participation Shares of Shared Inventory that exists as of 
January 1, 2015 ("Agreed Date"), at agreed upon values of: (i) $22.69/ton 
for Force-Majeure Inventory and Live Inventory and $6,573 million for 
SJCC Inventory, the total sum of which will be allocated pursuant to 

b. 
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Section 5 of the Fuel and Capital Funding Agreement and netted against 
the cash portion of the Restructuring Fee. In structuring these inventory 
arrangements the Participants do not intend to create new royalty or tax 
obligations by any Participant. 

From the Agreed Date through the Exit Date, Exiting Participants 
will transfer coal from PNM at the Base Price (as defined in 
Section 23.4.2.1 of the SJPPA), such Base Price to be trued up 
annually (credits or debits to be allocated pro rata between base 
and incremental dollars) and will be relieved of 40% of Exiting 
Participants' take or pay base obligations under the SJPPA; 

The Base Price will also contain a true-up to reflect a per ton credit 
dollar-for-dollar as provided to PNM under the Refined Coal 
Agreements once the Refined Coal Project becomes operational; 

ii. 

Prior to the Exit Date Remaining Participants will nominate to 
SJCC or its replacement supplier a maximum delivery of 6.8 
million tons annually. Additional tons may be nominated by 
Remaining Participants if the fuel supplier's invoiced cost to 
deliver the additional tons does not increase the costs assigned to 
the nomination of 6.8 million tons; 

iii. 

Exiting Participants will retain voting rights to approve HA Pricing 
prior to the Exit Date; and 

iv. 

Exiting Participants will agree to dispatch their respective shares of 
the units subject to unit availability at a minimum of 85% of net 
availability, mathematically expressed as Minimum Annual 
Generation = Net Effective Generating Capacity multiplied by 
Participation Share multiplied by 0.85 multiplied by (Unit 3 
Equivalent Availability Factor ("EAF") for SCPPA and Tri-State 
or the Unit 4 EAF for M-S-R and Anaheim) multiplied by 8760 
hours. 

All Participants will support invoking the Force Majeure provisions under 
the UG-CSA; and PNM/TEP will pursue through timely arbitration, if 
necessary. Force Majeure claims if either Unit 3 or 4 has catastrophic or 
extended outages. PNM will be obligated to purchase New Force Majeure 
Tons, if any, from Exiting Participants on the Exit Date at a price of 
$37.50/ton (plus escalation). 

d. New Fuel Supply: The Remaining Participants are responsible for all costs 
of procuring and developing a post-2017 fuel supply for SJGS and for all 
associated administrative/consultant costs over the amount of $1.2 million 
already incurred. 
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Except as specified in this provision the following practices will remain 
unchanged: 

e. 

Utility Payment Stream ("UPS"): Exiting Participants will 
continue to pay UPS through the Exit Date at Common 
Participation Share; 

Allocation of any other fuel-related cost chargeable to FERC 
Account 501 through the Exit Date, including but not limited to, 
limestone, fuel oil, CCB disposal, fuel handling, or start-up or 
auxiliary power and energy, will not be modified by the terms of 
this provision; and 

Allocation by Common Participation Shares of final reclamation 
costs billed by SJCC through the Exit Date to the extent that such 
costs are disembedded from fuel costs in the SJCC Invoices. PNM 
will work diligently to achieve this as accurately as possible. 

ii. 

iii. 

Mine Force Majeure: In the event of a mine disruption resulting in SJCC 
being unable or unwilling to meet the delivery requirements in Section 
4.2A of the UG-CSA, each Participant agrees to take all commercially 
reasonable actions to mitigate any related fuel and inventory cost impacts 
which may include complete curtailments of Unit generation and waiving 
of obligations to meet Minimum Net Generation requirements under 
Section 14.3 of the SJPPA. All Participants agree to negotiate in good 
faith to determine whether or how any remaining fuel and related costs are 
fairly allocated. If after a commercially reasonable period of negotiations, 
not to exceed 60-days, the Participants are unable to agree, the provisions 
of Section S.b.i through 5.b.v of this Resolution will be amended as 
follows for the period of the disruption: 

Shared Inventory and any other SJCC Inventory existing at the 
time of the disruption will be allocated based on Common 
Participation Share in a manner substantially similar to the terms of 
the 2011 Coal Source Allocations Agreement and coal pricing 
reverts to the provisions of the SJPPA except for the specific 
pricing provisions below; 

To the extent that Exiting Participants have relinquished rights to 
Shared Inventory pursuant to Section 5.b, such rights to inventory 
will be reinstated; 

ii. 

If Exiting Participants require delivery of SJCC Inventory, in 
addition to any applicable charges from SJCC associated with such 
deliveries they will pay to PNM $l6.88/ton for their allocated 
share of the first 1.442 million tons delivered, and $11.25/ton for 

iii. 
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any tons required above that; 

If Exiting Participants require delivery of Force Majeure iv. 
Inventory, they will pay PNM $22.69/ton; and 

Exiting Participants' New Force Majeure Tons may be used by 
Exiting Participants without payment to PNM. 

y 

Termination or Assignment of UG-CSA: In the event the UG-CSA is 
terminated or assigned to a third party prior to the Exit Date, the 
Participants will negotiate in good faith to amend this Section 5 to 
preserve the balance of benefits and burdens described above. 

g. 

6. Indemnification Arrangements: 

In conjunction with the resolution of decommissioning issues, the Participants will 
continue to develop appropriate liability, indemnity and defense provisions 
(pertaining to environmental and general liability) to allocate cost responsibilities 
between the Exiting Participants and the Remaining Participants, with the guiding 
principle that Exiting Participants are not financially responsible for events taking 
place at SJGS after the Exit Date and that all Participants are financially 
responsible for events taking place at SJGS before the Exit Date. These provisions 
will also address PNM's indemnification responsibilities with regard to any future 
natural gas plant at or adjacent to the SJGS plant site. 

Regulatory Approvals: 

All binding agreements reached among the Participants are subject to 
requisite regulatory filings and approvals from NMPRC, FERC and RUS. 

a. 

All Participants will promptly pursue such filings and approvals, and 
Participants will either support each other's filings or not oppose any such 
filings and approvals. 

b. 

Approval by the EPA of the Revised SIP in substantially the form 
submitted by the State of New Mexico in October 2013 and subsequent 
amendments, if any, is a condition precedent to the Participants' 
obligations under this Resolution or the Restructuring Agreement. 

c. 

Separate Agreements Among Participants: 8. 

If necessary, in connection with this Resolution, the Exiting Participants 
may enter into an appropriate term sheet or other agreement among 
themselves addressing each Exiting Participant's responsibility for the 
Restructuring Fee, and any other relevant matters. 

a. 

If necessary, in connection with this Resolution, the Remaining b. 
12 



Participants will enter into an appropriate term sheet or other agreement 
among themselves addressing, among other things, each Remaining 
Participant's share of the Restructuring Fee received from the Exiting 
Participants and commitments to take and pay for costs associated with 
Units 3 and 4. 

9. Non-Binding Resolution: 

The terms of this Resolution are non-binding, but this Resolution is being adopted 
to further and support the principles set out herein, said principles to be reflected 
in definitive agreements to be drafted as set forth in Sections 11(a) and (b) hereof 
and presented to and subject to the approval of each Participant's board or other 
decision-making body (collectively "Board" or "Boards") prior to executing any 
binding agreements, and final binding agreements are further subject to requisite 
regulatory filings and approvals from the EPA, NMPRC, FERC and RUS, if 
applicable. 

Disclosure: The negotiations leading to the development of this Resolution are, 
and will continue to be, confidential. Subject to these obligations concerning 
confidentiality and representation, this Resolution and its individual terms may be 
disclosed by any Participant in connection with any governmental or regulatory 
filing or reporting requirement (including with the EPA, NMPRC, FERC, SEC 
and RUS) or other legally binding disclosure obligation. For the avoidance of 
doubt, even though this Resolution and its individual terms may be disclosed as 
agreed herein, no information regarding the negotiations and development of this 
Resolution may be disclosed. 

10. 

11. Next Steps: 

The Participants will draft a definitive agreement or agreements based on 
the principles contained in this Resolution (collectively, "Restructuring 
Agreement"); it is understood, however, that each Participant must obtain 
appropriate approvals from its Board prior to executing any binding 
agreements. 

a. 

The Participants will proceed with prompt drafting of necessary definitive 
agreements to reflect and incorporate these principles, including 
amendments to the SJPPA to reflect the Project restructuring arrangement 
and amendments to the Trust Funds Agreement. 

b. 

It is recognized that numerous project-related agreements to which one or 
more Participants are parties will need to be reviewed and evaluated for 
amendment or termination in light of the agreed Project restructuring. 

c. 
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Participants will incorporate in the Restructuring Agreement appropriate 
alternative dispute resolution provisions and appropriate definitions of 
terms. 

d. 

It is understood that prior to executing the Restructuring Agreement, the 
Remaining Participants will need to have greater certainty in regard to the 
economic cost and availability of fuel for the SJGS in the period after 
January 1, 2018. 

[Signature pages follow] 
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APPROVAL OF RESOLUTION 

PUBLIC SERVICE COMPANY OF NEW MEXICO 

I 
(j/t-i/'A-Date: By: 

Chris Olson 
Its: Vice President, Generation 

TUCSON ELECTRJC POWER COMPANY 

Date: By: 
Mark Mansfield 

Its: Vice President, Generation 

CITY OF FARMINGTON, NEW MEXICO 

Date: By: 
Michael R. Sims 

Its: Electric Utility Director 

M-S-R PUBLIC POWER AGENCY 

Date: By: 
Martin Hopper 

Its: General Manager 

INCORPORATED COUNTY OF LOS ALAMOS, NEW MEXICO 

Date: By: 
John Arrowsmith 

Its: Utilities Manager 
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APPROVAL OF RESOLUTION 

PUBLIC SERVICE COMPANY OF NEW MEXICO 

Date: By: 
Chris Olson 

Its: Vice President, Generation 

TUCSON ELECTRIC POWER COMPANY 

M. Date: By: 
Mark Mansfield 

Its: Vice President, Generation 

CITY OF FARMINGTON, NEW MEXICO 

Date: By: 
Michael R. Sims 

Its: Electric Utility Director 

M-S-R PUBLIC POWER AGENCY 

Date: By: 
Martin Hopper 

Its: General Manager 

INCORPORATED COUNTY OF LOS ALAMOS, NEW MEXICO 

Date: By: 
John Arrowsmith 

Its: Utilities Manager 
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APPROVAL OF RESOLUTION 

PUBLIC SERVICE COMPANY OF NEW MEXICO 

Date: By: 
Chris Olson 

Its: Vice President, Generation 

TUCSON ELECTRIC POWER COMPANY 

Date: By: 
Mark Mansfield 

Its: Vice President, Generation 

CITY OF FARMINGTON, NEW MEXICO 

S7 

Michael R. Sims 
Its: Electijic Utility Director 

6̂ 2, Date: By: L 

\ 

M-S-R PUBLIC POWER AGENCY 

By: Date: 
Martin Hopper 

Its: General Manager 

INCORPORATED COUNTY OF LOS ALAMOS, NEW MEXICO 

Date: By: 
John Arrowsmith 

Its: Utilities Manager 
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APPROVAL OF RESOLUTION 

PUBLIC SERVICE COMPANY OF NEW MEXICO 

Date: By: 
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TUCSON ELECTRIC POWER COMPANY 

Date: By: 
Mark Mansfield 

Its: Vice President, Generation 

CITY OF FARMINGTON, NEW MEXICO 

Date: By: 
Michael R. Sims 

Its: Electric Utility Director 

M-S-R PUBLIC POWER AGENCY 
V/ 

Date: ^ By: 
Martin Hopper 

Its: General Manager 

INCORPORATED COUNTY OF LOS ALAMOS, NEW MEXICO 

Date: By: 
John Arrowsmith 

Its: Utilities Manager 
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APPROVAL OF RESOLUTION 

PUBLIC SERVICE COMPANY OF NEW MEXICO 

Date: By: 
Chris Olson 

Its: Vice President, Generation 

TUCSON ELECTRIC POWER COMPANY 

Date: By: 
Mark Mansfield 

Its: Vice President, Generation 

CITY OF FARMINGTON, NEW MEXICO 

Date: By: 
Michael R. Sims 

Its: Electric Utility Director 

M-S-R PUBLIC POWER AGENCY 

Date: By: 
Martin Hopper 

Its: General Manager 

INCORPORATED COUNTY OF LOS ALAMOS, NEW MEXICO 

Date: /C '<*0/̂  By: 
JQIIB Arrowsmith 

Its: Utilities Manager 

15 



SOUTHERN CALIFORNIA PUBLIC POWER AUTHORITY 

'  1 H Date: By: 
Steven L. Homer 

Its: Director, Project Administration 

CITY OF ANAHEIM, CALIFORNIA 

Date: By: 
Graham Bowcn 

Its: Integrated Resources Manager 

UTAH ASSOCIATED MUNICIPAL POWER SYSTEMS 

Date: By: 
Douglas O. Hunter 

Its: General Manager 

TRI-STATE GENERATION AND TRANSMISSION ASSOCIATION, INC. 

Date: By: 
Don Russell 

Its: Plant Manager, Escalante 
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SOUTHERN CALIFORNIA PUBLIC POWER AUTHORITY 

Date: By: 
Steven L. Homer 

Its: Director, Project Administration 

HEIM, CALIFORNIA CITY OF 

2^/20/1/ il Date: By: 
Graham Bowen 

Its: Integrated Resources Manager 

UTAH ASSOCIATED MUNICIPAL POWER SYSTEMS 

Date: By: 
Douglas 0. Hunter 

Its: General Manager 

TRI-STATE GENERATION AND TRANSMISSION ASSOCIATION, INC. 

Date: By: 
Don Russell 

Its: Plant Manager, Escalante 
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SOUTHERN CALIFORNIA PUBLIC POWER AUTHORITY 

Date: By: 
Steven L. Homer 

Its: Director, Project Administration 

CITY OF ANAHEIM, CALIFORNIA 

Date: By: 
Graham Bo wen 

Its: Integrated Resources Manager 

UTAH ASSOCIATED MUNICIPAL POWER SYSTEMS 

2-c)l4 M. Date: By: 
Douglas Ol Hunter 

Its: General Manager 

TRI-STATE GENERATION AND TRANSMISSION ASSOCIATION, INC. 

Date: By: 
Don Russell 

Its: Plant Manager, Escalante 
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SOUTHERN CALIFORNIA PUBLIC POWER AUTHORITY 

Dale: B Y :  

Steven  L .  Homer  
I t s :  Di rec tor .  Pro jec t  Admirmtra l ion  

CITY OF ANAHEIM,  CALIFORNIA 

Date :  By:  
Graham Bowen 

I t s :  In tegra ted  Resources  Manager  

UTAH ASSOCIATED MUNICIPAL POWER SYSTEMS 

Date :  Bv:  
Douglas  O.  Hunter  

I t s :  Genera l  Manager  

TRS-STATE GENERATION AND TRANSMISSION ASSOCIATION.  INC.  

6- { { _ 4 ~  o. 4s Date :  By:  
Don Russe l l  

I t s :  P lan t  Manager ,  Esea lan te  
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Exhibit A to Resolution 
Revisions to the 

Mine Reclamation and Trust Funds Agreement 

Impacted Sections Issue 

2.0 Reclamation Costs to be defined as comprising Pre-YE20I7 Disturbance 
and Post-YE2017 Disturbance. Disturbance being SJCC decommissioning 
or reclamation liability associated with mine pits, mining activity, facilities, 
roads, ponds, or other item causing Utility Reimbursement Obligation. 
Describe the assignment of costs to appropriate cost centers for 
reclamation, waste disposal, and coal production. 

3.3; 6.3.3; Exhibit New ID Funding Curve for Exiters 
4 

Costs of the Trust Funds Operating Agent's Work and A&G to be allocated 
pro rata by the total Reclamation Costs to be paid by each Participant in the 
Annual Budget. However, for long term projects (such as bidding out a 
new service provider) such costs to be allocated by the sum of remaining 
real Reclamation Costs. 

3.4; 8.3.9; 8.6; 8.7 

Redefine Shares such that Reclamation Costs responsibility will be 
determined by Pre- and Post-2017 Disturbance. 

3.5 

Costs of a Reclamation Costs Review to be paid for pro rata by the real 
sum of each Participant's remaining Reclamation Costs. Detail provided 
by Pre- and Post-2017 Disturbance. 

5.4 

Exiters to be released from stepping up to the obligations of defaulting 
Participants after 2017. 

6.4.2; 6.4.6; 9.3; 
11.1; 11.3 

Voting in Investment Committee by Pre-2017 Disturbance Shares 6.5 

7.1.2 Reclamation Oversight Committee to be initiated 1/1/2018. 

Voting in Reclamation Oversight Committee by Pre-2017 Disturbance 
Shares 

7.4 

Commitment to work diligently to disembed Reclamation Costs from other 
services and between Pre- and Post-2017 Disturbance Costs 

8.3.6 

Commitment to work diligently to disembed Work and A&G Expenses 8.3.7 

17 



Impacted Sections Issue 

from other services 

8.5; Exhibit 4(i) Allow Exiters may withdraw funds from their Trusts to pay for their 
Reclamation Costs invoices after 12/31/2017. 

Participant Representatives will be permitted one each from the Non-
Utility Exiters and Remainers. 

9.1 

Exhibit 4 For Exiters, the Contract Expiration Date shall be fixed as 12/31/2017. 

For Exiters, the Funding Curves are to be developed using their share of 
Pre-YE2017 Disturbance. 

Exhibit 4 

Redefine Scope and Membership of Reclamation Oversight Committee 
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Exhibit B 

EXECUTION VERSION 

SAN JUAN GENERATING STATION RESTRUCTURING 
NON-BINDING TERM SHEET OF REMAINING PARTICIPANTS 

All capitalized terms not defined in this Remaining Participant Non-Binding Term Sheet ("Term 
Sheet") have the meanings as defined in the Amended and Restated San Juan Project 
Participation Agreement dated March 23, 2006 ("SJPPA"). This Term Sheet is being entered 
into by Public Service Company of New Mexico ("PNM"), Tucson Electric Power Company 
("TEP"), The City of Farmington, New Mexico ("Farmington"), The Incorporated County of Los 
Alamos, New Mexico ("LAC") and Utah Associated Municipal Power Systems ("UAMPS" and 
together with PNM, TEP, Farmington and LAC, the "Remaining Participants"). The purpose of 
this Term Sheet is to address matters specific to the Remaining Participants arising out of the 
transfers of ownership interests, the sharing of restructuring fees and other relevant matters to be 
addressed in a San Juan Coordination Committee Resolution regarding restructuring dated June 
26, 2014 ("Resolution") and in a Restructuring Agreement among the Remaining Participants 
and Tri-State Generation and Transmission Association, Inc., M-S-R Public Power Agency, 
Southern California Public Power Authority and City of Anaheim, California (collectively, the 
"Exiting Participants"). The Remaining Participants and the Exiting Participants are sometimes 
referred to herein as the "Participants". 

Transfers of Ownership Interests: On or about December 31, 2017 (the "Exit Date"), 
PNM (132 MW) and Farmington (65 MW) will acquire the 197 MW in San Juan 
Generating Station ("SJGS") Unit 4 currently owned by M-S-R and Anaheim. On the 
Exit Date, PNM also will also acquire the 248 MW in Unit 3 currently owned by SCPPA 
and Tri-State. As a result of these acquisitions, as of the Exit Date the Remaining 
Participants will hold the following ownership interests in Units 3 and 4 and in plant 
common equipment and facilities: 

Unit 3&4 Plant 
Unit 3 Unit 4 Common Common 

PNM 100.000% 
0.000% 
0.000% 
0.000% 
0.000% 
0.000% 

64.482% 
0.000% 

21.290% 
7.200% 
7.028% 
0.000% 

64.482% 
0.000% 

21.290% 
7.200% 
7.028% 
0.000% 

58.671% 
20.068% 
12.749% 
4.309% 
4.203% 
0.000% 

TEP 
Farmington 
LAC 
UAMPS 
Exiters 
Total 100.000% 100.000% 100.000% 100.000% 

2. Restructuring Fee and Demand Charge Payment: The $8.8 million restructuring fee 
payment by the Exiting Participants provided for in Section 2 of the Resolution, in 
consideration of costs to restructure San Juan Project ownership interests, and the 
demand charge payment of $6.2 million to be paid by the Exiting Participants for the 
installation of new Capital Improvements, will be allocated as follows: 

PNM 0.0% 
0.0% TEP 
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Farmington 55.6% 
22.2% 
22.2% 

LAC 
UAMPS 
Exiters 0.0% 
Total 100.0% 

The manner of payment and netting associated with the Restructuring Fee shall be as 
provided in Section 2 of the Resolution. 

3. Plant Common O&M and Capital Improvement Allocations: 

For the period starting with the Exit Date and ending on July 1, 2022, operation 
and maintenance ("O&M") expenses for facilities and equipment common to all 
units will be allocated as shown below. 

cl. 

PNM 61.311% 
19.800% 
12.749% 
3.123% 
3.017% 
0.000% 

TEP 
Farmington 
LAC 
UAMPS 
Exiters 

Total 100.000% 

PNM will pay $6.5 million to Farmington as net present value of a reduced share 
of plant common O&M. Under specific terms to be defined in a separate 
agreement between Farmington and PNM, Farmington will receive up to $6.5 
million in credits against future invoices for Capital Improvements. The credit 
will be applied to Farmington's 12.815% increase in Unit 4 cost responsibilities 
that result from Farmington's acquisition of an additional 65 MW ownership 
interest in Unit 4. The credit will be applied to invoices issued after the Effective 
Date of the Fuel and Capital Funding Agreement. Any credits remaining after 
January 1, 2015, will be paid in cash on the date of the payments described in 
Section 2 of this Term Sheet and will be subject to refund as provided in the 
separate agreement. PNM will be solely responsible for payment of this credit, 
and no other Remaining Participant will be responsible for payment of this credit. 

b. 

Fuel Supply: As provided for in Section 5 of the Resolution, PNM will buy the Exiting 
Participants' 27% share of fuel inventory on an agreed date (assumed to be 
approximately January 1, 2015) and will sell fuel to the Exiting Participants. None of the 
other Remaining Participants will purchase any of the Exiting Participants' fuel inventory' 
nor have any obligations under Section 5 of the Resolution, except as expressly stated 
therein. 

Consents: The Remaining Participants: (a) acknowledge that PNM has a right-of-first-
refusal ("ROFR") with respect to the additional ownership interests it and Farmington 
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will acquire in Units 3 and 4; (b) agree to waive any ROFR they have, if any, with respect 
to the additional ownership interests PNM will acquire in Unit 3 and that PNM and 
Farmington will acquire in Unit 4; and (c) consent, pursuant to Section 10.3 of the 
SJPPA, to transfers of ownership interests in Unit 3 and Unit 4 from Exiting Participants 
to PNM and Farmington as provided for in the Resolution. 

Voting Rights: Voting percentage requirements under the SJPPA will be changed 
effective January 1, 2018 to require unanimous approval for individual capital projects 
with a cost greater than $50 million ("Large Capital Improvement"). Prior to presenting 
a capital budget item ("CBI") for a Large Capital Improvement, the Operating Agent will 
agree to provide timely financial analysis to the Remaining Participants justifying the 
proposed capital expenditure. In the event the Remaining Participants do not 
unanimously approve the Large Capital Improvement: 

6. 

The Remaining Participant(s) that voted against the Large Capital Improvement 
shall work in good faith with the Remaining Participants that voted in favor of the 
Large Capital Improvement, in order to assure the continued successful and 
proper operation and maintenance of the San Juan Project, including 
commercially reasonable efforts by the Remaining Participant(s) that voted 
against the Large Capital Improvement to sell or transfer its/their rights, titles and 
interests in the San Juan Project to other Remaining Participants or to third parties 
in a manner consistent with the New Project Agreement. No Remaining 
Participant shall unreasonably fail to grant any requisite approval to such a sale or 
transfer by a Remaining Participant that voted against the Large Capital 
Improvement. 

If the Remaining Participants cannot agree on a sale or transfer of their respective 
rights, titles and interests in the San Juan Project, then the Remaining Participant 
that voted against the Large Capital Improvement may notify the other Remaining 
Participants of its intent to exit the San Juan Project. The exiting Remaining 
Participant shall receive no payments from the other Remaining Participants. 
Other arrangements regarding the departure of the exiting Remaining Participant 
shall be negotiated among all of the Remaining Participants. 

b. 

Upon receiving a notice of intent to exit the San Juan Project, the Remaining 
Participants that voted in favor of the Large Capital Improvement shall: 

c. 

Hold a second vote on the CBI to determine if they wish to continue with 
the Large Capital Improvement. 

If the Large Capital Improvement is unanimously approved by the second 
vote, then the Large Capital Improvement will be made, and SJGS will be 
owned and operated under appropriate terms negotiated by the Remaining 
Participants. 

it. 
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If the Large Capital Improvement is not unanimously approved by the 
second vote, then all Remaining Participants (including the Remaining 
Participant that gave notice of its intent to exit the San Juan Project) shall 
retain their existing ownership shares in the San Juan Project and the 
Large Capital Improvement shall not be made. 

If one or more of the Remaining Participants abstains from voting on the CBI for 
any Large Capital Improvement, approval of such CBI shall require the 
affirmative vote of all of the Remaining Participants that have voted. 

d. 

Long-Term Fuel Supply: The Remaining Participants have agreed to an allocation of 
the costs to evaluate long-term fuel supply, subject to true-ups based on a final 
Restructuring Agreement. The costs to evaluate long-term fuel supply will be shared 
among the Remaining Participants based on the new plant common shown in Section 3 of 
this Term Sheet. When a decision is made to pursue a long-term fuel supply, then such 
costs of implementing the agreed strategy will be shared based on 2018 MW share (see 
table below). 

New Plant 
Common 

2018 MW 
Share 

May 23 
Allocation 

61.311% 
19.800% 
12.749% 
3.123% 
3.017% 
0.000% 

58.671% 
20.068% 
12.749% 
4.309% 
4.203% 
0.000% 

100.000% 

63.896% 
21.736% 
5.498% 
4.667% 
4.203% 
0.000% 

PNM 
TEP 
Farmington 
LAC 
UAMPS 
Exiters 

100.000% 100.000% Total 

Decommissioning: Promptly, but in any event no later than three (3) months after the 
execution date of the Resolution, the Operating Agent will pursue the process described 
in Section 40 of the SJPPA to determine the decommissioning liability of each 
Participant, with any inability to agree upon decommissioning responsibilities to be 
resolved by arbitration pursuant to Section 37 of the SJPPA. 

8. 

Liability and Indemnification Issues: The obligations of the Remaining Participants 
with respect to liability and indemnification shall be consistent with the principles set 
forth in the Resolution. In addition, the Remaining Participants acknowledge and agree 
that their obligations under this Section 9 will be several and not joint and that the 
Remaining Participants will develop appropriate language consistent with this concept for 
inclusion in the Restructuring Agreement and other appropriate instruments. 

g 

10. Non-Binding Agreement; Regulatory Approvals: 

This Term Sheet is non-binding; it is executed in an effort to further and support 
the principles set out herein, said principles to be reflected in definitive 

a. 
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agreements to be drafted as set forth in Sections t2(a) and (b) hereof and 
presented to each Remaining Participant's board or other decision-making body 
(collectively "Board" or "Boards") prior to executing any binding agreements. It 
is further understood that such binding agreements are subject to requisite 
regulatory filings and approvals from the regulatory agencies having jurisdiction 
over relevant aspects of the San Juan Project restructuring, including the 
Environmental Protection Agency, the New Mexico Public Regulation 
Commission and the Federal Energy Regulatory Commission. 

This Term Sheet, together with the Resolution, fairly represents the principles 
agreed to by the Remaining Participants relating to the restructuring of the 
ownership of the San Juan Project. 

b. 

It is understood that prior to executing the Restructuring Agreement referenced 
below, the Remaining Participants will need to have greater certainty in regard to 
the economic cost and availability of fuel for the SJGS in the period after January 

c. 

1,2018. 

Disclosure: The negotiations leading to the development of this Term Sheet are, and will 
continue to be, confidential. This Term Sheet is subject to any necessary approvals of the 
Participants' respective Boards. Subject to these obligations concerning confidentiality, 
this Term Sheet and its individual terms may be disclosed by any Remaining Participant 
in connection with any governmental or regulatory filing or reporting requirement or 
other legally binding disclosure obligation. For the avoidance of doubt, even though this 
Term Sheet and its individual terms may be disclosed as agreed herein, no information 
regarding the negotiations and development of this Term Sheet may be disclosed. 

11.  

12. Next Steps: 

The Remaining Participants will work with the Exiting Participants to draft a 
definitive agreement or agreements (collectively, "Restructuring Agreement") 
based on the principles contained in this Term Sheet and in the Resolution; it is 
understood, however, that each Remaining Participant must obtain appropriate 
approvals from its Board prior to executing any binding agreements. 

a. 

To implement the provisions of this Term Sheet and of the Resolution, the 
Remaining Participants will enter into timely negotiations among themselves 
toward the execution of one or more agreements, including further amendments to 
the SJPPA (collectively, the "New Project Agreement") to reflect the 
restructuring of the ownership and operation of SJGS after the Exit Date. 

b. 

It is recognized that numerous project-related agreements to which one or more 
Remaining Participants are parties will need to be reviewed and evaluated for 
amendment or termination in light of the agreed restructuring. 

c. 
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Counterparts: This Term Sheet may be executed in counterparts, each of which shall 
constitute an original and all of which together shall constitute one and the same 
instrument. This Term Sheet may be signed and delivered by facsimile or electronic 
means, either of which shall be effective as an original. The Operating Agent shall 
maintain the original of this Term Sheet and each signature page with an original 
signature. 

13. 

The undersigned signatories, being the lead negotiating representatives of the Remaining 
Participants, concur in the terms of this Term Sheet. 

[Signatures appear on the following page.] 
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[PAMY OF NEW MEXICO PUBLIC S 

By: 
6/2Y1 Date: 

TUCSON ELECTRIC POWER COMPANY 

By: 
Date: 

CITY OF FARMINGTON, NEW MEXICO 

By: 
Date: 

INCORPORATED COUNTY OF LOS ALAMOS, NEW MEXICO 

By: 
Date: 

UTAH ASSOCIATED MUNICIPAL POWER SYSTEMS 

By: 
Date: 
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PUBLIC SERVICE COMPANY OF NEW MEXICO 

By: 
Date: 

TUCSON ELECTRIC PO OMPANY 

fl/NMspfiLP m By: 
Date: £_ 7 Jo** 

CITY OF FARMINGTON, NEW MEXICO 

By: 
Date: 

INCORPORATED COUNTY OF LOS ALAMOS, NEW MEXICO 

By: 
Date: 

UTAH ASSOCIATED MUNICIPAL POWER SYSTEMS 

By: 
Date: 
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PUBLIC SERVICE COMPANY OF NEW MEXICO 

By: 
Date: 

TUCSON ELECTRIC POWER COMPANY 

By: 
Date; 

CITY OF FARiSflNGTON^EW MEXICO 

L By: i 

Date: 

INCORPORATED COUNTY OF LOS ALAMOS, NEW MEXICO 

By: 
Date: 

UTAH ASSOCIATED MUNICIPAL POWER SYSTEMS 

By: 
Date: 
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PUBLIC SERVICE COMPANY OF NEW MEXICO 

By: 
Date: 

TUCSON ELECTRIC POWER COMPANY 

By: 
Dale: 

CITY OF FARMINGTON, NEW MEXICO 

By: 
Dale: 

INCORPORATED COUNTY OF LOS ALAMOS, NEW MEXICO 

By: 
Z/Sd/^IO/V Date: 

UTAH ASSOCIATED MUNICIPAL POWER SYSTEMS 

By: 
Date: 
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PUBLIC SERVICE COMPANY OF NEW MEXICO 

By: 
Date: 

TUCSON ELECTRIC POWER COMPANY 

By: 
Date: 

CITY OF FARMINGTON, NEW MEXICO 

By: 
Date: 

INCORPORATED COUNTY OF LOS ALAMOS, NEW MEXICO 

By: 
Date: 

UTAH-ASSOCJATED ICIPAL POWER SYSTEMS 

By: 
Date: j S j / ' Z f *  I  ¥  
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