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I. INTRODUCTION AND PURPOSE 

PLEASE STATE YOUR NAME, TITLE, AND BUSINESS ADDRESS. 

My name is Gerard T. Ortiz. I am the Vice President of Regulatory Affairs for 

Public Service Company of New Mexico ("PNM"). My business address is 

Public Service Company of New Mexico, Main Offices, MS-1105, Albuquerque, 

New Mexico 87158. 

HA VE YOU PREVIOUSLY FILED TESTIMONY IN THIS 

PROCEEDING? 

Yes. I filed Direct Testimony in support of PNM's Application in this proceeding 

on December 20, 2013. Additionally, I filed Supplemental Direct Testimony on 

May 22, 2014, and July 15, 2014, Direct Testimony in Support of the Stipulation 

on October 31, 2014, and Rebuttal Testimony in Support of the Stipulation on 

December 19, 2014. 

WHAT IS THE PURPOSE OF YOUR TESTIMONY IN SUPPORT OF THE 

SUPPLEMENTAL STIPULATION? 

The purpose of my Testimony in Support of the Supplemental Stipulation is to 

describe the provisions of the Supplemental Stipulation that was filed on August 

13, 2015, by PNM, the Commission's Utility Division Staff ("Staff'), the New 

Mexico Attorney General ("NMAG"), the Coalition for Clean Affordable Energy 

("CCAE") and Western Resource Advocates ("WRA"), and joined by the New 
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Mexico Industrial Energy Consumers, Inc. ("NMIEC") on August 19, 2015, and 

the Interwest Energy Alliance on August 27, 2015 (collectively, "Signatories"). 

In doing so I will explain: (1) why the substantive provisions of the Supplemental 

Stipulation are fair, just and reasonable; (2) how the Supplemental Stipulation 

modifies the original Stipulation filed in this case on October 1, 2014; (3) how the 

Supplemental Stipulation addresses issues raised in the Certification of 

Stipulation issued April 8, 2015 ("Certification") and the Order Setting Further 

Proceedings issued May 27, 2015 ("Proceedings Order"); and (4) why approval of 

the Supplemental Stipulation and the modifications it makes to the original 

Stipulation is in the public interest. Essentially, the Supplemental Stipulation 

paves the way for San Juan Generating Station's ("SJGS") compliance with the 

Revised State Implementation Plan ("Revised SIP"), which has now been adopted 

by both the New Mexico Environmental Improvement Board ("EIB") and the 

Environmental Protection Agency ("EPA") pursuant to the EPA' s Regional Haze 

Rule under the federal Clean Air Act ("CAA"). Importantly, the Supplemental 

Stipulation and the modifications it makes to the original Stipulation results in a 

$410 million savings over the most likely alternative-a four unit shut down of 

SJGS. Key provisions of the Supplemental Stipulation, as I describe later in my 

testimony, call for certificates of public convenience and necessity ("CCN") for 

132 MW of additional capacity in SJGS Unit 4 and for 134 MW of Palo Verde 

Nuclear Generating Station ("PVNGS" or "Palo Verde") Unit 3 as replacement 

resources for the unopposed abandonment of SJGS Units 2 and 3. Compliance 
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with the Revised SIP in accordance with the original Stipulation as modified by 

the Supplemental Stipulation assures continued reliability of service to PNM' s 

New Mexico retail customers at a lower cost than other alternatives. I also 

identify the other witnesses who will testify on PNM's behalf in support of the 

Supplemental Stipulation and who will provide other information required by the 

Proceedings Order. 

HOW DOES THE SUPPLEMENTAL STIPULATION IMPROVE THE 

ECONOMICS FOR CUSTOMERS OF PNM'S PROPOSED POWER 

REPLACEMENT PLAN? 

First, PNM agrees to accept a rate base valuation for Palo Verde Unit 3 at net 

book value as of December 31, 2017. This lowers the rate base value of Palo 

Verde Unit 3-related assets by approximately $52.1 million. PNM is also agreeing 

to accept an initial rate base valuation for the additional 132 MW of San Juan 

Unit 4 capacity, before any capital improvements, at zero cost. Of the $26 million 

that was agreed to in the original Stipulation, $13 million will be recovered as 

undepreciated investment. The remaining $13 million will be written off. Both of 

these terms are consistent with the Certification. Once these adjustments are 

taken into account, the total net write-off taken by PNM as a result of abandoning 

San Juan Units 2 and 3 is nearly $148.6 million. This compares to a write-off of 

$57.9 million under the terms of the original Stipulation. The $90.7 million 

increase in the write-off represents real cost savings to customers. In addition, 
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1 timely approval of the Supplemental Stipulation will enable the new Coal 

2 Agreements to become effective in January 2016. This will save our customers 

3 approximately $46.5 million in 2016 and over $340.5 million through 

4 approximately June 30, 2022. This results in significant savings to customers in 

5 the near term. As described by PNM Witness Monroy, the incremental revenue 

6 requirements from the Supplemental Stipulation in 2016, 2017, 2018, 2019, and 

7 2020 are lower than the original Stipulation by $46 million, $58 million, $55 

8 million, $55 million, and $58 million, respectively. These differences are 

9 especially noteworthy given that the revenue requirements as modeled under the 

10 original Stipulation were lower than any other alternative presented. 

11 

12 II. IDENTIFICATION OF WITNESSES 

13 Q. WHO ARE THE OTHER PNM WITNESSES WHO WILL TESTIFY IN 

14 SUPPORT OF THE SUPPLEMENTAL STIPULATION? 

15 A. Chris Olson, Vice President, Generation for PNM, will present his July 1, 2015 

16 Supplemental Testimony and his July 31, 2015 Supplemental Testimony filed to 

17 address the requirements in the Proceedings Order. Mr. Olson's testimonies 

18 include the final SJGS Ownership Restructuring Agreements and Coal Agreements 

19 along with a discussion of the agreements. Mr. Olson provides updated information 

20 regarding PNM's costs associated with the installation of selective non-catalytic 

21 reduction technology ("SNCR'') and balanced draft (together, "SNCR Project") on 

22 SJGS Units 1 and 4. 
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Patrick J. 0' Connell, PNM' s Director of Planning and Resources, will present his 

Testimony in Support of the Supplemental Stipulation and his July 31, 2015 

Supplemental Testimony which updated his December 19, 2014 testimony to 

reflect material changes to the cost estimates he previously used in this case. He 

explains why the Supplemental Stipulation and the modifications it makes to the 

original Stipulation is the most cost-effective approach to maintaining service 

reliability while complying with the Regional Haze Rule. He shows that PVNGS 

Unit 3 continues to be part of the most cost-effective resource portfolio. Mr. 

O'Connell explains how PNM's approach comports with integrated resource 

planning ("IRP") requirements. 

Henry Monroy, Director, Cost of Service and Internal Audit for PNM Resources, 

Inc., will present his Testimony in Support of the Supplemental Stipulation, his 

July 1, 2015 Supplemental Testimony and his July 31, 2015 Supplemental 

Testimony which address coal savings and other impacts associated with the 

Ownership Restructuring Agreements and Coal Agreements and to provide 

updated information consistent with the Proceedings Order and the July 17, 2015 

Procedural Order. Mr. Monroy provides a description of the expected 

incremental revenue requirements and the estimated average bill impacts on 

customers. Mr. Monroy explains the assumptions he used to develop the 

incremental revenue requirements, including assumptions regarding rate of return 

and jurisdictional allocation factors. He also compares the incremental revenue 
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requirements associated with approval of the Supplemental Stipulation with the 

incremental revenue requirements associated with the alternative scenarios 

described in Mr. O'Connell's testimony. 

III. STANDARDS FOR APPROVAL OF STIPULATIONS 

IS THERE ANY OPPOSITION TO THE STIPULATION? 

It is my understanding, based on a review of the Statements of Position filed by 

some parties in this case, that there is opposition to approval of the Supplemental 

Stipulation. 

IN YOUR EXPERIENCE, HAS THE COMMISSION CONSIDERED AND 

APPROVED CONTESTED STIPULATIONS IN THE PAST? 

Yes. In my Testimony in Support of the Stipulation filed on October 31, 2014, I 

described practices and factors used by the Commission in determining if 

stipulations should be approved. For ease of reference, I will once again describe 

them. The Commission's Rules of Procedure recognize that some parties to a 

proceeding may decide to reach a settlement on the issues in a case, with other 

parties opposing the settlement. The Commission's Rules establish a process for 

considering contested stipulations.1 The Commission has a well-established 

policy of favoring stipulations.2 

1 l.2.2.20(B) NMAC 
2 

NMPUC Case No. 2567, Final Order, p. 17 (Nov. 28, 1994). 

6 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

Q. 

A. 

Q. 

A. 

TESTIMONY IN SUPPORT OF 
SUPPLEMENTAL STIPULATION OF 

GERARD T. ORTIZ 
NMPRC CASE NO. 13-00390-UT 

WHAT FACTORS DOES THE COMMISSION TRADITIONALLY USE 

TO DETERMINE IF A STIPULATION SHOULD BE APPROVED? 

Stipulations must "resolve the matters in dispute in a way that is fair, just and 

reasonable and in the public interest. "3 In addition, the Commission applies the 

following criteria when evaluating stipulations: (1) Is the settlement a product of 

serious bargaining among capable, knowledgeable, parties? (2) Does the 

settlement, as a whole, benefit ratepayers and the public interest? and (3) Does the 

settlement, as a whole, violate any important regulatory principle or practice?4 

The Supplemental Stipulation meets all of these criteria. 

IS THE SUPPLEMENTAL STIPULATION A PRODUCT OF SERIOUS 

BARGAINING AMONG CAPABLE, KNOWLEDGEABLE PARTIES? 

Yes, it is. Staff and Intervenors have engaged in extensive discovery of PNM in 

this case, having served over 1,500 data requests, inclusive of subparts, and PNM 

has provided thousands of pages of documents for review. As such, the 

Signatories have had the benefit of consultation with numerous subject matter 

experts and experienced counsel with access to adequate information necessary to 

arrive at reasonable conclusions as to an overall disposition of the issues in this 

case that promotes the public interest. In addition, there have already been 

sixteen days of hearings on the original Stipulation, a number of rounds of legal 

briefing and the Certification has been issued. 

3 Attorney General v. NM Pub. Serv. Comm'n, 1991-NMSC-028, ,r 15, 111 N.M. 636. 
4 Case No. 08-00273-UT, Final Order Conditionally Approving Stipulation, pp 9-10 (May 28, 2009); Case 
No. 10-00086-UT, Final Order Partially Approving Certification of Stipulation, ,r 13 (July 28, 2011). 

7 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 Q. 

13 

14 

15 

16 A. 

17 

18 

19 

20 

21 

22 

TESTIMONY IN SUPPORT OF 
SUPPLEMENTAL STIPULATION OF 

GERARD T. ORTIZ 
NMPRC CASE NO. 13-00390-UT 

The Supplemental Stipulation was agreed to by the Signatories after many hours 

of settlement discussions facilitated by the Commission's appointed Facilitator 

pursuant to the Commission's Order Designating Facilitator ("Facilitation Order") 

issued June 26, 2015. The Facilitation Order designated William J. Herrmann as 

Facilitator to determine whether an uncontested settlement of all or some issues in 

this case is possible and, if so, to encourage and facilitate the parties entering into 

a settlement. The Facilitation Order directed the Facilitator to convene the first 

conference immediately after the prehearing conference on July 14, 2015. All 

parties were invited to attend and participate in the settlement discussions, though 

some chose not to. 

DOES THE SUPPLEMENTAL STIPULATION AND THE 

MODIFICATIONS IT MAKES TO THE ORIGINAL STIPULATION, AS A 

PACKAGE, BENEFIT PNM'S CUSTOMERS AND THE PUBLIC 

INTEREST? 

Yes, they do. The Supplemental Stipulation contains many substantial benefits 

for PNM' s customers and the overall public interest in addition to those provided 

in the original Stipulation. PNM' s proposed power replacement plan, particularly 

as improved by the original Stipulation, was clearly the most cost-effective 

portfolio. The Supplemental Stipulation makes the plan even more cost-effective 

for customers. Approval of the Supplemental Stipulation and its modifications to 

the original Stipulation allows San Juan to comply with the Revised SIP in a 
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manner that is lower cost than any other alternatives. By facilitating compliance 

with the Revised SIP, the original Stipulation as modified by the Supplemental 

Stipulation provides significant environmental benefits not achievable through the 

FIP. There are additional significant benefits provided by the Supplemental 

Stipulation to customers as well, that address concerns in the Certification that too 

much uncertainty existed in the absence of final Ownership Restructuring 

Agreements and Coal Agreements. PNM's July 1 and July 31, 2015 testimonies 

confirm that the final agreements for the San Juan ownership restructuring and 

future coal supply are now in place and that their terms and conditions are 

reasonable and benefit customers. A critical condition for implementation of the 

agreements is Commission approval of a CCN for the 132 MW of capacity in 

SJGS Unit 4. As demonstrated in Mr. O'Connell's and Mr. Momoy's 

testimonies, the financial benefits to customers from these final agreements are 

much greater than expected in PNM's projections filed earlier in this case. These 

final agreements helped pave the way to the Supplemental Stipulation. 

Approval of the Supplemental Stipulation and its modifications to the original 

Stipulation will provide for a more diversified and balanced resource portfolio for 

PNM and its customers to maintain service reliability by diversifying future risk 

associated with various generation types. Although the actions required to 

implement the Revised SIP and agreed upon in the Supplemental Stipulation will, 

of necessity, increase costs to PNM's customers, they will result in much lower 
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costs to customers than other alternatives, thereby providing net benefits to 

customers. The Supplemental Stipulation and its modifications to the original 

Stipulation provide for the proper application of regulatory practices and 

principles to the unique circumstances of this case. 

HOW DOES THE SUPPLEMENTAL STIPULATION ADDRESS ISSUES 

RAISED IN THE CERTIFICATION AND THE PROCEEDINGS ORDER? 

The primary issue raised in the Certification involved the uncertainty surrounding 

SJGS in the absence of final executed Ownership Restructuring Agreements and 

Coal Agreements. As demonstrated by Mr. Olson, Mr. O'Connell and Mr. 

Monroy, there are now Restructuring and Coal Supply Agreements in place which 

provide substantially increased benefits to customers than previously projected. 

These agreements will take SJGS through the end of June, 2022, when the San 

Juan Project Participation Agreement ("SJPP A") expires. As I will describe more 

fully, the Supplemental Stipulation then requires a filing by PNM in the second 

half of 2018 to determine the extent to which SJGS should continue serving 

PNM's retail customers' needs after June 30, 2022. The agreed upon timing of 

this filing was based upon milestones contained in the Ownership Restructuring 

Agreements and Coal Agreements related to when coal pricing beyond 2022 will 

be known and when the SJGS owners will be making decisions about continuing 

their participation beyond the current SJPP A. 

10 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

TESTIMONY IN SUPPORT OF 
SUPPLEMENTAL STIPULATION OF 

GERARD T. ORTIZ 
NMPRC CASE NO. 13-00390-UT 

In response to concerns regarding the valuation of the additional 132 MW in 

SJGS Unit 4, the Supplemental Stipulation provides for an initial zero cost 

valuation for ratemaking purposes, reflecting the actual cost to PNM of the 

acquisition, rather than providing a transfer of value from the abandoned SJGS 

Unit 3 as provided under the original Stipulation which would have reduced the 

amount of undepreciated investment to be recovered. In this respect, PNM is 

agreeing to the modification recommended in the Certification regarding the 

recovery of remaining undepreciated investment. 

The Supplemental Stipulation adopts the recommendation contained in the 

Certification that PNM' s interest in Palo Verde Unit 3 should be issued a CCN 

effective January 1, 2018, but with a valuation of the then-current net book value. 

The current estimate of that value is approximately $1,100 per kW, $1,118 per 

kW when the current estimate of the net book value at December 31, 2017, of 

Palo Verde Unit 3 transmission assets is included. The original Stipulation would 

have valued Palo Verde Unit 3 at $1,650 per kW with transmission asset value 

added to that number as well. 
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DOES THE SUPPLEMENTAL STIPULATION OR ITS MODIFICATIONS 

TO THE ORIGINAL STIPULATION VIOLATE ANY IMPORTANT 

REGULATORY PRINCIPLE OR PRACTICE? 

No. I will explain why this is so later in my testimony as I discuss specific 

provisions of the Supplemental Stipulation where this issue may arise. 

HOW DOES THE SUPPLEMENTAL STIPULATION AND THE 

MODIFICATIONS IT MAKES TO THE ORIGINAL STIPULATION 

AFFECT SHAREHOLDERS? 

The Supplemental Stipulation will result in a total pre-tax write-off of almost 

$148.6 million and a total after-tax write-off of almost $91.2 million ( compared to 

$57.9 million and $35.5 million, respectively, under the original Stipulation). 

This includes the write-off effects still applicable under the original Stipulation as 

modified by the Supplemental Stipulation. As I mentioned earlier, this write-off 

produces significant, continuing customer benefits as it represents asset value 

presently on PNM's books that will never be recovered from customers. Attached 

to my testimony as PNM Exhibit GT0-1 Supplemental Stipulation is a calculation 

of the total write-off PNM will be required to take upon approval of the 

Supplemental Stipulation. PNM Witness Thomas Sategna provided the write-off 

calculation that would have occurred with approval of the original Stipulation in 

his testimony in support of the original Stipulation. 

12 
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IV. DESCRIPTION OF SUPPLEMENTAL STIPULATION 

HAVE YOU PREPARED AN EXHIBIT WHICH SHOWS HOW THE 

ORIGINAL STIPULATION IS MODIFIED BY THE SUPPLEMENTAL 

STIPULATION? 

Yes. Attached to my testimony is PNM Exhibit GT0-2 Supplemental Stipulation 

which provides a red-lined version of the original Stipulation as modified by the 

Supplemental Stipulation. I will refer to this exhibit in my testimony as the 

"Modified Stipulation". 

PLEASE DESCRIBE THE SUPPLEMENTAL STIPULATION. 

The Supplemental Stipulation consists of 20 separately numbered paragraphs. 

The introductory paragraph identifies the original Signatories to the Supplemental 

Stipulation and includes the traditional language regarding the mutual 

consideration received by the Signatories for the agreements contained in the 

provisions of the Supplemental Stipulation that follow. Paragraphs 1 through 4 

comprise the "Background and Purpose" section of the Stipulation. Paragraph 1 

recites summary information about the proceedings involving consideration of the 

original Stipulation. Paragraph 2 generally describes the circumstances that 

resulted in reopening the evidentiary record in this case. Paragraphs 3 and 4 

generally describe why the settlement discussions were commenced and how the 

Supplemental Stipulation resulted from that process that was ordered by the 

Commission. Paragraph 4 recites that the Supplemental Stipulation is intended to 

13 
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address the issues raised in the Certification and the Proceedings Order, and 

related issues. 

PLEASE DESCRIBE THE "SUPPLEMENTAL TERMS AND 

CONDITIONS" SECTION OF THE SUPPLEMENTAL STIPULATION. 

The "Supplemental Terms and Conditions" section of the Stipulation is comprised 

of paragraphs 5 through 20. Paragraphs 5 through 16 describe the substantive 

agreements on the merits of resolving the issues in this case. Paragraphs 17 

through 20 contain "boilerplate" language typically found in stipulations in some 

form that addresses the precedential effect of the Supplemental Stipulation, that it 

is voidable if the Commission does not approve it in its entirety without 

modification, that the settlement discussions leading up to the Supplemental 

Stipulation are confidential, that the Supplemental Stipulation may be executed in 

counterparts and that additional parties may join in the Supplemental Stipulation 

after its initial execution. 

PLEASE DESCRIBE PARAGRAPH 5 OF THE SUPPLEMENTAL 

STIPULATION. 

Paragraph 5 modifies what is now Paragraph 18 in the Modified Stipulation, 

providing for a CCN to be granted for an additional 132 MW of capacity in SJGS 

Unit 4, effective January 1, 2018, subject only to the requirements contained in 

the Supplemental Stipulation and establishing rate base valuation principles. 

14 
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Paragraph 5 provides for a zero cost initial value for ratemaking purposes rather 

than the $26 million provided in the original Stipulation. The language in 

Paragraph 18 of the Modified Stipulation omits reference to the "Reserved Issue" 

because that issue is resolved by the Supplemental Stipulation. 

WHY IS PARAGRAPH 5 OF THE SUPPLEMENTAL STIPULATION IN 

THE PUBLIC INTEREST? 

As discussed in more detail by Mr. Olson in his July 1 and July 31, 2015 

testimonies, granting of a CCN for the 132 MW of capacity in SJGS Unit 4 is a 

necessary pre-condition to implementation of the Ownership Restructuring 

Agreements and Coal Agreements. If the CCN is not granted, there is 

unsubscribed capacity in SJGS Unit 4 and the Ownership Restructuring 

Agreements will not become effective. Without the Ownership Restructuring 

Agreements and fully subscribed capacity, the Coal Supply Agreement does not 

become effective, resulting in higher coal costs in the near-term, and eventually 

resulting in a much more expensive four unit shutdown of SJGS at or near the 

expiration of the existing coal supply agreement. In fact, PNM has estimated the 

total value of the coal contract savings through June 30, 2022, to be 

approximately $340.5 million compared to what PNM has previously modeled in 

this case. Further, Paragraph 5 of the Supplemental Stipulation eliminates any 

disagreement over whether an acquisition adjustment is at issue and, if so, if the 

test for inclusion has been met. 

15 
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PLEASE DESCRIBE PARAGRAPH 6 OF THE SUPPLEMENTAL 

STIPULATION. 

Paragraph 6 is shown in the Modified Stipulation as a new Paragraph 19. It 

requires PNM to make a filing in the second half of 2018 to determine the extent 

to which SJGS should continue serving PNM's retail customers' needs after June 

30, 2022. While the final executed Ownership Restructuring Agreements and 

Coal Agreements provide the certainty for SJGS operations through the end of the 

SJPP A, Paragraph 6 provides for a means to address post-SJPP A operations when 

more up-to-date information relevant to the decision about continuing SJGS 

operations will be available than is available today as well as flexibility to address 

changing circumstances that may not be foreseen now. The timing of this filing 

generally coincides with the notice and negotiation period for any proposed 

extension of the new Coal Supply Agreement beyond June 30, 2022. Clearly, the 

provisions of Paragraph 6 are in the public interest. 

PLEASE EXPLAIN. 

First, PNM must make the 2018 filing before it has made a binding commitment 

to a coal supply agreement for the post-2022 time frame, but after PNM has 

received firm pricing and other terms for the supply of coal, unless PNM proposes 

not to pursue a coal supply post-2022. These requirements provide the 

Commission with information helpful to it about future coal costs, yet maintains 

flexibility should those costs be demonstrated to be uneconomic. PNM is 
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precluded from entering into a binding coal supply agreement pnor to the 

conclusion of the docket in which the filing is being considered by the 

Commission, unless the agreement allows PNM to withdraw or adjust the terms 

depending on the outcome of the docket. Further, the Supplemental Stipulation 

provides for reasonable access to inputs, assumptions and constraints regarding 

resource planning modeling runs and for PNM to perform a reasonable number of 

modeling runs using practical assumptions. These provisions provide a 

reasonable means to allow for testing of the reasonableness of the data to be 

provided by PNM in support of its recommendations. 

In addition, PNM's 2017 IRP will include a determination of the most cost-

effective resource portfolio assuming that SJGS will not continue to operate post-

2022. To allow the Commission to test the cost-effectiveness of continued 

operations at SJGS compared to other resources, Paragraph 6 requires PNM to 

issue a request for proposals ("RFP") to meet the best non-SJGS alternative 

identified in the IRP, with bidders allowed to propose renewable resource options 

beyond those included in the non-SJGS alternative. If PNM recommends the 

continued operation of SJGS, the results ·of the RFP will validate the capital cost 

assumptions used in the resource modeling. Conversely, in the event that the 

continued operation of SJGS is uneconomic, the 2017 IRP and subsequent RFP 

will identify the specific resources necessary to replace PNM's share of SJGS in 

time for 2022. 

17 



1 Q. 

2 

3 A. 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 Q. 

16 

17 A. 

18 

19 

20 

21 

22 

TESTIMONY IN SUPPORT OF 
SUPPLEMENTAL STIPULATION OF 

GERARD T. ORTIZ 
NMPRC CASE NO. 13-00390-UT 

WHY IS IT IMPORTANT THAT THE 2018 REGULATORY 

PROCEEDING BE CONCLUDED IN SIX MONTHS? 

The 2018 timing for this filing was selected to coincide with milestones identified 

in the Ownership Restructuring Agreements and the Coal Agreements. PNM will 

have Westmoreland's proposed pricing to supply coal to SJGS beyond June 30, 

2022. With respect to the Ownership Restructuring Agreements, PNM and the 

other co-owners will be making decisions in 2018 regarding their interest in 

continuing to participate in SJGS beyond the term of the SJPPA. In the event that 

the co-owners decide to continue operating SJGS, the 2018 filing will provide 

adequate time to conduct the proceeding and yet still allow PNM to enter into a 

new coal agreement so that Westmoreland can take the steps necessary to 

continue to mine coal after June 30, 2022. That being the case, it is very important 

that the Commission consider and rule on this filing within six months. 

PLEASE DESCRIBE PARAGRAPH 7 OF THE SUPPLEMENTAL 

STIPULATION. 

Paragraph 7 of the Supplemental Stipulation is shown as new Paragraph 20 in the 

Modified Stipulation. It modifies PNM's commitment contained in Mr. Olson's 

January 14, 2015 Supplemental Testimony not to acquire the 65 MW of capacity 

in SJGS Unit 4 that the Farmington Electric Utility ultimately decided not to 

acquire. In order to assure that all capacity in SJGS is fully subscribed to allow 

the Ownership Restructuring Agreements and Coal Agreements to be 
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implemented, PNMR Development and Management Corporation ("PNMR-D") 

agreed to acquire the 65 MW. Concerns were raised by some of the intervenors in 

the hearings conducted in January 2015 that acquisition of the 65 MW by PNM 

was preferable to acquisition by a PNM affiliate, so long as the 65 MW was 

treated as excluded merchant plant similar to the treatment associated with Palo 

Verde Unit 3 for approximately the last 25 years. As an excluded asset, its costs 

will not be recovered from customers and any revenues will accrue to 

shareholders. Further, Paragraph 7 precludes PNM and any of its affiliates from 

acquiring any more coal generation as merchant plant other than the 65 MW, as 

described in Paragraph 7. Paragraph 7 also provides the Commission the 

flexibility to grant a CCN for any type of generation in the future, including the 

65 MW of merchant capacity in SJGS Unit 4, should that resource be identified as 

cost-effective for customers and needed to meet the public convenience and 

necessity. As such, Paragraph 7 is clearly in the public interest. 

GIVEN THAT THE RESTRUCTURING AGREEMENT IDENTIFIES 

PNMR-D AS ACQUIRING THE 65 MW, HOW WILL PARAGRAPH 7 BE 

IMPLEMENTED? 

Under the Ownership Restructuring Agreements, PNMR-D's interest in SJGS can 

be assigned to PNM, if the Supplemental Stipulation is approved. At the time of 

the assignment, the SJPP A and any relevant provisions of the Ownership 
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Restructuring Agreements will be amended to reflect PNM' s acquisition of 

PNMR-D's interest in the 65 MW of capacity in SJGS Unit 4. 

PLEASE DISCUSS PARAGRAPH 8 OF THE SUPPLEMENTAL 

STIPULATION. 

Paragraph 8 of the Supplemental Stipulation is shown in the Modified Stipulation 

as new Paragraph 40. It is designed to provide additional environmental benefits 

tied to 197 MW of energy produced by SJGS. It better positions PNM and the 

state as a whole to meet the requirements of the Clean Power Plan ("CPP") 

adopted by the Environmental Protection Agency ("EPA") and state regulations 

implementing the CPP, as discussed by Mr. O'Connell. Beginning January 1, 

2020, PNM will acquire one MWh of solar or wind credits or allowances for 

every MWh produced by 197 MW of SJGS. The credits and allowances must be 

acquired from New Mexico sited sources if the cost is no greater than the cost 

from out-of-state sources. This provision is intended to promote the development 

of renewable resources in New Mexico, while also assuring the lowest cost to 

customers. The credits or allowances must be eligible for use to comply with the 

final CPP. In calendar years 2020 and 2021, the acquired credits or allowances 

must meet the eligibility requirements for incentive awards contained in the Clean 

Energy Incentive Program ("CEIP") provisions of the CPP. Renewable energy 

credits pursuant to New Mexico's Renewable Energy Act ("REA") are permitted 

if the CPP or CEIP is not in effect in New Mexico in 2020 or any subsequent 
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1 year, or if PNM demonstrates after 2021 that it can comply with the CPP with its 

2 own resources on a stand-alone basis through 2030. The costs associated with the 

3 acquisition of the credits or allowances will not exceed $7 million in any year, 

4 which will include any net carrying costs or savings booked at a short-term debt 

5 rate of return. If PNM divests some or all of its SJGS capacity after January 1, 

6 2018, its obligation to acquire credits or allowances will be reduced by the 

7 amount of capacity divested, including termination of the obligation if 197 MW is 

8 divested. 

9 

10 Paragraph 8( d) also excuses PNM from the requirement that it acquire EPA-

11 compliant credits or allowances if it is able to demonstrate after 2021 that PNM 

12 can comply with the emission reduction requirements on a stand-alone basis 

13 through 2030, or in 2020 or in any subsequent year if the CPP or CEIP is not in 

14 effect. In these cases, however, PNM can either procure renewable energy credits 

15 ("RECs") pursuant to the New Mexico Renewable Energy Act or propose to the 

16 Commission that PNM be allowed to use the $7 million to acquire bundled energy 

17 and RECs. This provision is very beneficial to customers as it could result in 

18 lower costs in REC purchases or for the money to be used to procure bundled 

19 RECs and energy. Any bundled energy procurements will result in fuel savings to 

20 customers. 

21 
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WHAT METHOD WILL PNM USE TO DETERMINE THE AMOUNT OF 

CREDITS OR ALLOWANCES THAT IT MUST ACQUIRE IN ANY 

YEAR? 

PNM will calculate the amount of allowances necessary to comply with 

Paragraph 8 by applying the effective capacity factor of PNM's share of SJGS to 

197 MW. For example, if the capacity factor of PNM's share of Units 1 and 4 

combined is 75% in a given year, PNM will acquire enough credits or allowances 

to offset the production of 1,294,290 MWh (=197 MW*8,760 hours/year*0.75). 

Using the plant capacity factor is consistent with the agreement that PNM's 

obligation to purchase these credits or allowances will decrease in the event that 

its share of SJGS decreases, regardless of whether the reduction comes out of Unit 1 

or Unit 4. 

WHY IS IT IN THE PUBLIC INTEREST TO ALLOW PNM TO 

ACQUIRE THE CREDITS AND ALLOWANCES WITHOUT 

ACQUIRING THE ASSOCIATED ENERGY? 

First, I should dispel the notion that seems to exist in some quarters that the 

credits and allowances are merely paper transactions with no substance behind 

them. The credits and allowances are real measurements of the amount of 

renewable energy generated and used, if not by PNM, then by another entity. 

Whether it is PNM or some other entity that actually uses the associated energy, 

the impact on the environment of using the renewable energy is the same. 
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Second, credits and allowances have value independent of the associated energy. 

Credits and allowances unbundled from the associated energy are generally more 

likely to cost less than if they are bundled with the associated energy. As a result, 

not requiring PNM to acquire the associated energy allows PNM to acquire more 

credits and allowances within the $7 million cap than would otherwise be the 

case. PNM is provided more flexibility in complying with this requirement and 

renewable energy developers are provided with another revenue stream to 

promote even more renewable energy development with the environmental 

attributes necessary to comply with the CPP. 

PLEASE DISCUSS PARAGRAPH 9 OF THE SUPPLEMENTAL 

STIPULATION. 

Paragraph 9 modifies what is now Paragraph 33 of the Modified Stipulation. 

Paragraph 9 recognizes the prudence of installation of SNCR on SJGS Units 1 

and 4 in order to comply with the requirements of the Revised SIP and the EPA's 

Regional Haze Rule. As such, the reasonable costs of installing SNCR are to be 

recovered in rates. The original Stipulation contained a presumption that the costs 

of SNCR and balanced draft would be reasonable if they did not exceed $90.6 

million. The reference to this cap is no longer necessary. The cost of installation 

of balanced draft is being separated from the cost of SNCR installation for 

purposes of rate recovery determinations. In this regard, the Supplemental 

Stipulation essentially adopts the recommendation contained in the Certification 
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that PNM be required to make an affirmative demonstration that incurrence of the 

costs of balanced draft was prudent and reasonable. Thus, the requirement to 

make an affirmative demonstration that all costs associated with balanced draft 

installation are reasonable and prudently incurred obviates the need for a cost cap 

above which reasonableness must be affirmatively demonstrated. 

In addition, Paragraph 9 of the Supplemental Stipulation requires the SNCR 

capital costs to be depreciated at a rate that provides for full depreciation by July 

1, 2022. The higher depreciation rates will be approved for recovery and will go 

into effect with the first rate case that approves new base rates effective after 

December 31, 2017, but no later than December 31, 2018. 

PLEASE DISCUSS PARAGRAPH 10 OF THE SUPPLEMENTAL 

STIPULATION. 

Paragraph 10 of the Supplemental Stipulation modifies what is now Paragraph 22 

of the Modified Stipulation. The original Stipulation provided that PNM's 10.2% 

interest in Palo Verde Unit 3 be included in rate base at an initial value of $1,650 

per kW. The Supplemental Stipulation provides that the rate base value will be 

the actual net book value at December 31, 201 7, which is currently estimated to 

be approximately $1,100 per kW. As testified to by Mr. Monroy, when the 

projected net book value of transmission assets related to Palo Verde Unit 3 is 

included, the total estimated net book value at December 31, 2017, is $1, 118 per 
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kW. This will reduce the net amount to be included in rate base, including normal 

adjustments, from approximately $164.8 million to approximately $112.7 million 

as described by Mr. Momoy, a significant savings for customers. This provision 

essentially adopts the recommendation contained in the Certification. PNM had 

previously demonstrated that inclusion of Palo Verde Unit 3 at values higher than 

provided in the Supplemental Stipulation would still make Palo Verde Unit 3 a 

key component of the most cost-effective resource portfolio. The significantly 

reduced cost provided in the Supplemental Stipulation makes its inclusion even 

more beneficial for customers. Mr. O'Connell addresses this in more detail in his 

testimony. Further, Paragraph 10 of the Supplemental Stipulation eliminates any 

disagreement over whether an acquisition adjustment is at issue and, if so, if the 

test for inclusion has been met. 

PLEASE DISCUSS PARAGRAPH 11 OF THE SUPPLEMENTAL 

STIPULATION. 

Paragraph 11 of the Supplemental Stipulation is shown as new Paragraph 42 in 

the Modified Stipulation. It requires PNM to make an additional contribution of 

$250,000 to the Good Neighbor Fund for the benefit of low-income customers, at 

shareholder expense. The Good Neighbor Fund is primarily funded through 

voluntary customer donations, matched by PNM shareholder funds, to provide 

assistance to low-income customers to pay their PNM electric bills so that they 

can continue to receive electric service. As such, it also helps reduce bad debt 
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expense that would otherwise be recoverable in PNM' s base rates. It is 

administered by The Rio Grande Food Project, a nonprofit organization not 

affiliated with PNM. 

PLEASE EXPLAIN PARAGRAPH 12 OF THE SUPPLEMENTAL 

STIPULATION. 

Paragraph 12 of the Supplemental Stipulation is shown as new Paragraph 43 in 

the Modified Stipulation. It provides that the existing Commission docket (Case 

No. 14-00228-UT) for the consideration of protests to PNM's 2014 IRP should be 

closed without further Commission action in that docket. 

WHY IS PARAGRAPH 12 OF THE SUPPLEMENTAL STIPULATION IN 

THE PUBLIC INTEREST? 

The Commission clearly recognized the overlap of the issues associated with the 

protests of PNM's 2014 IRP and the issues in this case and Case No. 14-00158-

UT ("Solar CCN Case"). In order to serve administrative economy, avoid 

interference with this case and the Solar CCN Case and facilitate procedural 

compliance with the CCN and abandonment statutes, the Commission held the 

case in abeyance pending final orders in this case and the Solar CCN Case. The 

Solar CCN Case has been concluded. If the Commission adopts the Supplemental 

Stipulation and the modifications it makes to the original Stipulation, it will 

render the protests of PNM' s 2014 IRP to be moot. There will be no need to 
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address the protests filed because those protests will essentially have been 

resolved in this case. All the parties who protested PNM' s 2014 IRP are parties to 

this case. Therefore, it would be a waste of time to allow parties who continue to 

disagree with the Commission's determination in this case an unnecessary 

additional opportunity to challenge the replacement resources for which CCNs 

will be granted if the Supplemental Stipulation and the modifications it makes to 

the original Stipulation is approved by the Commission. A determination not to 

accept the 2014 IRP would be inconsistent with, and would not overturn, any 

decision to approve the issuance of the CCNs requested in this case. By holding 

the 2014 IRP case in abeyance, the primary concern voiced by the protestors was 

addressed, i.e., to not provide a presumption that the CCNs requested in this case 

should be issued solely because of acceptance of the 2014 IRP. Closing the 2014 

IRP docket at the conclusion of this case provides the same benefits provided by 

the order holding the case in abeyance. Finally, PNM is scheduled to initiate its 

next IRP cycle in July 2016, less than a year from now. 

DOES PARAGRAPH 12 OF THE SUPPLEMENTAL STIPULATION 

VIOLATE ANY REGULATORY PRINCIPLE? 

No. Nothing in the IRP Rule requires the Commission to hold a hearing prior to 

acceptance of an IRP or to hold a hearing on protests to an IRP. . That 

determination is solely in the discretion of the Commission. Since the 

Commission will have addressed the substantive issues of an action plan 
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contained within the IRP by deciding on the replacement resources to be included 

in PNM' s most cost-effective resource portfolio, there is no need to hold a hearing 

in the 2014 IRP docket. The Commission has in the past closed dockets involving 

IRP protests without hearing where, as in this case, the circumstances 

demonstrated that the hearing would not be productive. See NMPRC Case No. 

11-00317-UT, Notice of Proposed Dismissal (Sept. 18, 2013). 

PLEASE DISCUSS PARAGRAPH 13 OF THE SUPPLEMENTAL 

STIPULATION. 

Paragraph 13 of the Supplemental Stipulation is shown as new Paragraph 44 in 

the Modified Stipulation. Paragraph 13 of the Supplemental Stipulation reflects 

the agreement of the Signatories that, to the extent necessary, PNM should be 

granted variances to Commission rules to effectuate the original Stipulation as 

modified by the Supplemental Stipulation, the Supplemental Stipulation and the 

underlying agreements, including any variance that might be needed pursuant to 

17.6.450 NMAC, the Commission's Affiliated Transactions Rule ("Rule 450"). 

WHAT VARIANCES ARE REQUIRED? 

PNM is not aware of any rule for which a variance is required in this case. 

Paragraph 13 specifically identifies the Commission's Affiliated Transactions 

Rule because of the filings by the Albuquerque Bernalillo County Water Utility 

Authority ("ABCWUA") and New Energy Economy ("NEE") requesting the 
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Commission to rule that the Capacity Option and Funding Agreement ("COF A") 

entered into by PNM with the City of Anaheim ("Anaheim") and M-S-R Public 

Power Agency ("M-S-R") is void as a Class II transaction engaged in without 

prior approval of a general diversification plan ("GDP") as required by 

17.6.450.10 NMAC. On August 13, 2015, ABCWUA filed its Withdrawal of 

Statement in Opposition to Portions of the Stipulation. Included in that 

Withdrawal, ABCWUA stated that, due to the entry of the Supplemental 

Stipulation it was also withdrawing and abandoning any motions it filed which 

were still pending. As demonstrated by PNM' s responses and extensive legal 

analysis, the argument that the COF A is a Class II transaction and should be 

declared to be void is frivolous and wholly without merit. However, because the 

Commission has not yet ruled, if the Commission were to determine that the 

COF A was a Class II transaction, the Signatories agree that the Commission 

should grant a variance from the requirement to file a GDP for prior approval. 

Variances from any of the requirements of Rule 450 are expressly allowed in 

17.6.450.19(D) NMAC. Even where it is clear that Class II transactions are 

involved, the Commission has in past cases granted a variance from the GDP 

approval requirement. See NMPRC Case No. 13-00004-UT, Recommended 

Decision at 1, 22 (granting approval for PNM to acquire 100% ownership of the 

Delta Partnership with PNM seeking variance from GDP filing requirements) 

(May 23, 2013), adopted by Final Order on Recommended Decision (June 26, 

2013). 
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ASSUMING HYPOTHETICALLY THAT THE COFA IS A CLASS II 

TRANSACTION, WHY IS IT APPROPRIATE FOR THE COMMISSION 

TO GRANT A VARIANCE FROM THE GDP APPROVAL 

REQUIREMENT? 

There really is no purpose served by a GDP in these circumstances. The COF A is 

an agreement designed to facilitate implementation of the primary Restructuring 

Agreement, which in tum is dependent on the issuance of a CCN for the 132 MW 

of SJGS Unit 4. The Commission is undertaking a full evaluation of the costs, 

benefits and obligations that will be assumed by PNM if it acquires ownership of 

that capacity. Further, it appears to me in my non-legal opinion that the standard 

PNM must meet to gain approval for issuance of a CCN is higher than that needed 

to gain approval of a GDP. As I have mentioned previously, the net benefit test 

associated with public convenience and necessity determinations is a higher 

standard to meet than the no net detriment test for utility plant acquisition 

approvals. The test for approval of a GDP appears to be even lower than that, i.e., 

that the level of investment appears reasonable and the utility's ability to provide 

reasonable and proper utility service at fair, just and reasonable rates will not be 

adversely and materially affected by the Class II transaction and their resulting 

effect. 17 .6.450.1 O(C) NMAC. 
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DOES THE COFA HA VE ANY IMPACT ON PNM'S CUSTOMERS? 

No, the COFA does not affect PNM's customers. If the CCN for the 132 MW of 

capacity in SJGS Unit 4 is not granted, PNM's shareholders will absorb the option 

payments made by PNM. If the CCN is granted, PNM' s shareholders will absorb 

these costs until the additional capacity begins to serve PNM customers in 2018, 

at which time only the depreciated value of the capital additions will be recovered 

from customers. Finally, PNM already has a GDP in place which provides the 

representations that would be required in a new GDP filing, which also results in 

PNM filing annual Class II transaction reports providing extensive information to 

the Commission similar to a GDP. Thus, even if the COFA were a Class II 

transaction, a variance pursuant to the Affiliated Transactions Rule is not contrary 

to the public interest. Rather, by facilitating implementation of the Supplemental 

Stipulation, its modifications to the original Stipulation and the underlying 

agreements, it is clearly in the public interest due to the substantial benefits to the 

public interest provided by that implementation. 

PLEASE DISCUSS PARAGRAPH 14 OF THE SUPPLEMENTAL 

STIPULATION. 

Paragraph 14 of the Supplemental Stipulation is shown as new Paragraph 45 of 

the Modified Stipulation. It relates to procedural matters regarding the status of 

the evidentiary record already created in this case. It promotes administrative 

efficiency in the conduct of the further proceedings in this case. Further, it 
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confirms that the Supplemental Stipulation and the modifications it provides to 

the original Stipulation resolves all issues in this case, including the "Reserved 

Issue" that had not been resolved among the original signatories to the original 

Stipulation. 

PLEASE DISCUSS PARAGRAPH 15 OF THE SUPPLEMENTAL 

STIPULATION. 

Paragraph 15 of the Supplemental Stipulation is shown as new Paragraph 46 in 

the Modified Stipulation. It recites the agreement of the Signatories that the 

original Stipulation as modified by the Supplemental Stipulation should be 

approved, and that the Supplemental Stipulation should control if there are any 

inconsistencies. To minimize, if not eliminate, the potential for disagreement 

about possible inconsistencies, I have prepared the Modified Stipulation to show 

how the original Stipulation has been modified by the Supplemental Stipulation. 

PLEASE DISCUSS PARAGRAPH 16 OF THE SUPPLEMENTAL 

STIPULATION. 

Paragraph 16 of the Supplemental Stipulation is shown as new Paragraph 4 7 in 

the Modified Stipulation. Paragraph 16 of the Supplemental Stipulation preserves 

each Signatory's ability to take any position before any state or federal agency 

other than the Commission. It recognizes the Signatories' obligations not to take 

positions before this Commission that are inconsistent with the provisions of the 
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1 Supplemental Stipulation and the modifications it makes to the original 

2 Stipulation. 

3 

4 Q. DO YOU HA VE ANY FURTHER COMMENTS REGARDING THE 

5 SUPPLEMENTAL STIPULATION OR THE MODIFIED STIPULATION? 

6 A. Yes. Paragraph 36 in the Modified Stipulation contains an agreement from the 

7 original Stipulation, committing PNM to issue an RFP for up to 50 MW of 

8 additional renewable energy resources. Given the need to extend the procedural 

9 schedule in this case, PNM may not be able to issue the required RFP in 2015, 

10 depending on when a final order in this case is issued. PNM does commit, 

11 however, to issue the required RFP as soon as practical after issuance of a final 

12 order approving the Modified Stipulation. 

13 

14 v. CONCLUSION 

15 Q. WHAT CONCLUSIONS SHOULD BE DRAWN FROM YOUR 

16 TESTIMONY? 

17 A. Approval of the Supplemental Stipulation and the modifications it makes to the 

18 original Stipulation is in the public interest. Approval allows compliance with the 

19 Revised SIP and the Regional Haze Rule in a manner that is much less expensive 

20 than what would have been required by the Federal Implementation Plan, with 

21 significant additional environmental benefits. The use of SNCR rather than the 

22 more costly SCR on SJGS Units 1 and 4 is contingent on retiring SJGS Units 2 
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and 3. Abandonment can only be allowed if economic replacement power is 

identified because PNM needs the power that would otherwise be provided by 

SJGS Units 2 and 3. The original Stipulation as modified by the Supplemental 

Stipulation provides for approval of economic replacement power and, therefore, 

compliance with the Revised SIP provides net benefits to customers over other 

alternatives. Significantly, the original Stipulation as modified by the 

Supplemental Stipulation is superior to other alternatives from the perspective of 

cost and reliability, including a four unit shut down. Approval of the 

Supplemental Stipulation and the modifications it makes to the original 

Stipulation will result in cost savings of approximately $410 million over the four 

unit shutdown scenario. In addition there are significant other benefits provided 

by the original Stipulation as modified by the Supplemental Stipulation, all of 

which have been described in the existing evidentiary record and the additional 

testimonies filed pursuant to the Proceedings Order and in support of the 

Supplemental Stipulation. The original Stipulation as modified by the 

Supplemental Stipulation should be approved as presented without modification. 

DOES THIS CONCLUDE YOUR TESTIMONY? 

Yes, it does. 

GCG#520409 
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PNM EXHIBIT GT0-1 Supplemental Stipulation 

Consisting of 1 page 



PNM Exhibit GT0-1 Supplemental Stipulation 

PNM's Write-off Resulting from Amended Stipulation 

Line No. A B c 
1 Palo Verde Nuclear Generating Station ("PVNGS") Unit 3 

2 Amended Stipulated Value@ $1,118 per kW $ 149,896,576 Testimony in Support of Supplemental Stipulation-Henry Monroy, page 3 

3 Projected Net Book Value at 12/31/2017 (149,896,576) 

4 Write-up on PVNGS Unit 3 $ 
5 

6 San Juan Generating Station ("SJGS"l Units 2 and 3 Undepreciated Investment 

7 SJGS Unit 2 Projected Net Book Value at 12/31/2017 $ 101,619,347 

8 SJGS Unit 3 Projected Net Book Value at 12/31/2017 155,870,440 

9 SJGS Unit 2 and 3 Projected Net Book Value at 12/31/2017 
10 

11 50% recovery of Undepreciated SJGS Units 2 and 3 

12 

257,489,787 

128,744,894 

82+83 

PNM Exhibit HEM-4 Stip., line 32, column F 

With $26.0 million added back to SJGS Unit 3 per Modified Stipulation 

87+88 

Modified Stipulation Paragraph 23 

13 Write-down of SJGS Units 2 and 3 

14 
$ (128,744,894) Modified Stipulation Paragraph 23 

15 

16 Other Write-offs 

17 San Juan Common O&M Costs 

18 BART Determination Costs Under FIP 

19 Litigation Related Costs Associated with FIP 

20 SJPPA Amendment Costs 

21 Costs associated with Case 13-00390-UT 

22 2015 Fuel Handling Costs 

23 Write-off of Miscellaneous Costs denied in Stipulation 

24 

25 Total Pre-tax write-off 

26 2018 Federal and State Income Tax Rate 

27 Total After-tax write-off 

$ 

$ 

$ 

$ 

(13,594,023) 

(2,846,046) 

(1,008,866) 

(443,971) 

(935,855) 

(982,088) 

(19,810,849) 

(148,555,743) 

38.62% 

(91,183,515) 

Testimony in Support of Stipulation-Thomas G. Sategna, page 11 

Testimony in Support of Stipulation-Thomas G. Sategna, page 16 

Testimony in Support of Stipulation-Thomas G. Sategna, page 16 

Testimony in Support of Stipulation-Thomas G. Sategna, page 16 

Testimony in Support of Stipulation-Thomas G. Sategna, page 16 

Testimony in Support of Stipulation-Thomas G. Sategna, page 15 

Sum (817:822) 

84+813+823 

825*(1-826) 



PNM EXHIBIT GT0-2 Supplemental Stipulation 

Consisting of 18 pages 



PNM EXHIBIT GT0-2 Supplemental Stipulation 

BEFORE THE NEW MEXICO PUBLIC REGULATION COMMISSION 

IN THE MATTER OF THE APPLICATION 
OF PUBLIC SERVICE COMP ANY 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, ) 

PUBLIC SERVICE COMP ANY OF NEW 
MEXICO, 

Applicant 

) 
) 
) 
) 
) 

Case No. 13-00390-UT 

ORIGINAL STIPULATION AS MODIFIED BY SUPPLEMENTAL 
STIPULATION ("MODIFIED STIPULATION") 

Public Service Company of New Mexico ("PNM"), the Utility Division Staff 

("Staff') of the New Mexico Public Regulation Commission ("Commission"), the New 

Mexico Attorney General, ,Western_ Resource Advocates, the Coalition for Clean 

Affordable Energy, the New Mexico Industrial Energy Consumers, the Interwest Energy 

Alliance and such other parties as may join this Modified Stipulation pursuant to 

Paragraph 51 (collectively "the Signatories") through their authorized representatives, in 

consideration of the mutual promises, obligations and benefits contained herein, stipulate 

and agree as follows: 

Background and Purpose 

~ Deleted: the Renewable Energy Industries 
Association of New Mexico, New Mexico 
Independent Power Producers, and 



1. PNM is a vertically integrated public utility. Subject to the jurisdiction of the 

Commission, PNM generates and provides power supplies, transmission of power and 

distribution of power services to retail electric service customers in New Mexico. 

2. One of PNM's coal facilities is the San Juan Generating Station ("SJGS" or 

"San Juan"). SJGS consists of four coal-fired units with 1,683 net megawatts ("MW") of 

electric generation capacity. The facility is located in Waterflow, New Mexico, an 

unincorporated community in San Juan County fifteen miles west of Farmington. The net 

generation capacity and in-service date for each of the four units at SJGS are: 

• Unit 1: 340 MW, on line in 1976. 

• Unit 2: 340 MW, on line in 1973. 

• Unit 3: 496 MW, on line in 1979 

• Unit 4: 507 MW, on line in 1982. 

3. PNM currently owns 50% of Units 1, 2 and 3 and 38.5% of Unit 4, which is 

46.3% of the plant's total capacity. 

4. SJGS is subject to the federal Regional Haze Rule issued by the U. S. Environmental 

Protection Agency ("EPA") under the Clean Air Act ("CAA"). 

5. On September 5, 2013, the New Mexico Environmental Improvement Board, after a 

public hearing, unanimously approved a Revised State Implementation Plan ("Revised SIP") for 

SJGS compliance with the Regional Haze Rule and submitted it to EPA on October 7, 2013. 

The EPA determined that the Revised SIP was complete on December 17, 2013, and its 

proposed action to accept the Revised SIP was published in the Federal Register as a 

proposed rule on May 12, 2014. 79 Fed.Reg. 26909. On ,Q_9.Q..Q.~L2, _2014, the_EPA ___ ----{i~~~~:-~':!'temb'.'.:_26 
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J?Ublished _in_ the _Federal_ Register_ its withdrawal of_ the _FIP _ and its_ approval_ of_ the/_..-- Deleted: announced that it was taking final 
action to approve 

Revised SIP, effective November 10, 2014. 79 Fed.Reg. 60978, 60985. 

6. Even though the Revised SIP has been approved by state and federal 

environmental agencies, PNM requires Commission permission and approval to retire 

SJGS Units 2 and 3. NMSA 1978, Section 62-9-5 (2005). 

7. On December 20, 2013, as amended on July 15, 2014, PNM filed its Application in 

this matter to implement the Revised SIP and seeking Commission approval for: 

(a) abandonment of San Juan Units 2 and 3 by December 31, 2017; 

(b) issuance of a CCN to include PNM' s 10 .2% interest in Palo Verde Nuclear 

Generating Station ("PVNGS" or "Palo Verde") Unit 3, i.e., 134 MW, as a supply resource to 

serve New Mexico retail customers effective January 1, 2018; and 

(c) Jssuance_ of a CCN to_ acquire_ an additional_B2 _MW_ in_ SJGS Unit _4 _ ... /[~D_e_le_te_d_: _________ ~ 

effective January 1, 2018. 

8. The Application also requested Commission orders providing for inclusion in future 

rates of approximately $205 million in undepreciated investment in SJGS Units 2 and 3; $335 

million for PVNGS Unit 3; $90.6 million for selective non catalytic reduction ("SNCR") and 

balanced draft technologies ("SNCR Project'') to be installed on SJGS Units 1 and 4; $52.5 

million for the additional 132 MW in SJGS Unit 4; and $19.9 million in costs associated with 

restructuring the San Juan Project Participation Agreement ("SIPP A") and meeting the 

requirements of the Federal Implementation Plan ("FIP"). 

9. Staff and Intervenors have engaged in extensive discovery of PNM in this case. ,111e ____ .. -··· Deleted:. On August 29, 2014, Staff and 
Intervenors filed testimony of twenty-one 
witnesses. On September I 0, 2014, two 

original Stipulation filed on October 1, 2014, in this case was the subject of so..ieen days of Intervenors filed supplemental testimony 

hearings in January, 2015, resulting in a Certification of Stipulation issued April 8, 2015, which 
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recommended disapproval of the original Stipulation unless the Signatories agreed to substantial 

modifications. 

10. Following the May 1, 2015 submittal by PNM of drafts of agreements relating to 

the coal supply and ownership restructuring for San Juan Generating Station ("SJGS"), the 

Commission issued its Order Setting Further Proceedings ("Proceedings Order") on May 

27, 2015. The Proceedings Order stated that "due to the significance of this matter and 

the potential material changes in the status of the Submitted Agreements identified by 

PNM, the public interest is best served by pennitting consideration of the Submitted 

Agreements and affording the Parties the opportunity to fully examine and address these 

developments and PNM's application for a Certificate of Public Convenience and 

Necessity ("CCN") for SJGS Unit 4 in an evidentiary hearing consistent with due 

process." Proceedings Order at 5. The Commission remanded this matter to the Hearing 

Examiner for "a hearing on the merits of PNM's request for a CCN for the additional 132 

MW of SJGS Unit 4, including the finality and cost effectiveness of the new 

Agreements" and "to address the sufficiency of alternative generation resources to 

replace the capacity of SJGS Units 2 and 3." Id. at 5. 

11. On June 26, 2015, the Commission on its own motion issued an Order 

Designating Facilitator ("Facilitation Order") through a single Commissioner pursuant to 

l.2.2.30(B) NMAC. The Facilitation Order designated William J. Herrmann as 

Facilitator to determine whether an uncontested settlement of all or some issues in this 

case is possible and, if so, to encourage and facilitate the patties entering into a 

settlement. The Facilitation Order directed the Facilitator to convene the first conference 

immediately after the prehearing conference scheduled for July 14, 2015. 

4 



12. The Facilitator promptly convened the first conference as directed by the 

Facilitation Order and thereafter conducted additional settlement conferences. All pariies 

were invited to participate. As a result of the settlement conferences, the Supplemental 

Stipulation modifying the original Stipulation was agreed to by the Signatories. The 

Supplemental Stipulation is intended to address the issues raised in the Ce1iification and the 

Proceedings Order, and related issues. This Modified Stipulation provides all the agreements 

contained in the original Stipulation as modified by the Supplemental Stipulation. 

!J:..The Signatories have had the benefit of consultation with numerous subject matter 

experts and experienced counsel with access to adequate information necessary to arrive at 

reasonable conclusions as to an overall disposition of the issues in this case which promotes the 

public interest. 

J.1. __ ~~- J}ali)r _to t!Jis _ ca_s(?_ has_ tal_c~n_ a_ pc,sjti_o11 _tha_t __ SJQS _ _(Jnits_J _ a11d __ 3 _ s_ho_ulcl__n~t _b~ ___ .. ---{~D_e_le~te_d_: _10 ________ _ 

abandoned. Thus, the major issues of contention involve the CCNs requested by PNM and the 

associated ratemaking principles, i.e., the valuation for ratemaking purposes to be assigned to 

those resources, if they are determined to be necessary to meet the present or future public 

convenience and necessity. 

this 

~-_The_ Signatories believe_ that ,this Modified Stipulation_ resolves_ the _issues _in/ ./[?"D=e=le=t=e=d=: 1=1==========
------{ Deleted: the 

case in a manner preferable to continued litigation on the merits of PNM' s 

.,Application ,jllld_ provides substantial_ benefits to_ both_ PNM and New Mexico_ ratepayers, __ . _ /{?"D=e=le=t=e=d=: A=p=p=li=ca=ti=on========< 
-------{Deleted:, 

including: (a) timely resolution of the relief requested in the Application; (b) substantial 

reduction in the costs which might otherwise have been recovered from New Mexico 

ratepayers requested in the Application; ( c) certification of adequate generation for the 

continued provision of safe and reliable service; (d) compliance with the requirements of 
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the CAA with significant environmental benefits; and (e) ,customer __ protection __ ... ----{ Deleted: and 
~====-=======~ 

mechanisms . 

.!!?·_This Modified Stipulation resolves all _issues in_this dockefi.. ......................... <::·-{>D=e=le=t=ed=:=1=2==========( 
.. · Deleted: except as described in paragraph 15 I 

Abandonment and CCNs herein ~ 

.!1· _ PNM _shaUbe_ authorized_ to abandon _SJGS_ Units 2 _ and 3_ effective December ____ /·[~D_e_le_te_d_:_1_3 _________ ~ 

31, 2017, and shall permanently retire them from providing service. 

M~.P~ sh_a!} _b_e _g_ran_~e_c!_a_ C:_<;:1'1 p_urs_u<1nt_ t()_Secti()Il_ 6~~9-~ l _;N_tv1S_J\ _\Vit]i_c:n1ly: tile_-<=----·>[ D=e=le=te=d=:=14==========< 

requirements set forth herein, and any other necessary approvals J() _al!()\V _ it _to_ <1cquire _an_d __ _ 

operate an additional 132 MW of capacity in SJGS Unit 4, effective January 1, 2018,.JQ 

> Deleted: Subject to the resolution of those 
issues described in paragraph 15 of this 
Stipulation, 

· .. 1 Deleted: for 

provide service to its New Mexico retail customers. PNM shall place .thi§.__additional __ ....... -{ Deleted: the 
~============~ 

capacity on its books at~_,z:e~o_c;_os_t_i_nitiaJ __ v<1lut:_f()_r_ratt:rn_ak_i.11g_p_ulJ)C>_Se~ __ P~_sliall_l>e_<:-·"{>D=e=l=et=e=d=: a=n===========< 

authorized to add to that initial value the cost of reasonable and prudent investments it 

makes in SJGS Unit 4, including costs for installation of selective non-catalytic reduction 

·· Deleted: of$26 million, i.e., approximately 
$197 per kW, and shall reduce the value of 
SJGS Unit 3 by $26 million 

LSNCR"), end_ balanced_ draft costs_ to _the_ extent Jhe Commission determines_ in a PNM __ _.c---{>D=e=l=et=e=d=: =P=ro=~e=ct========~ 
···--.1 Deleted: those 

general rate case that the balanced draft costs .qre __ re<1sC>_n_f!b_l_e_aI1_c!_pru_de_11t: __ I'J'l_M__is_n_o_t __ ... ---( Deleted: are 
~=-===-=====-~ 

precluded from seeking recovery of other capital improvement costs it may incur at 

.!2~_ ;\fter Itlly__l,_2_018,_l>ut_n()_laterth_an l)e_ce_111!Je1~_31_,_2()1_8_,Pr-JM __ shall_rn~l(e_a-<:::--{>=D=e=le=te=d=:=1s==========< 

filing with the Commission, and serve all parties to this case, to detennine the extent to 

which SJGS should continue serving PNM's retail customers' needs after June 30, 2022. 

The filing shall be made before PNM has made a binding commitment to a post-2022 

coal supply agreement, but after PNM has received firm pricing and other terms for the 

Formatted: Font: (Default) Times New 
Roman, 12 pt 

supply of coal at SJGS, unless PNM proposes not to pursue a coal supply post-2022.,The ____ / Formatted: Font: (Default) Times New 
Roman, 12 pt _________________ ,, __ _ 
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filing shall include PNM's recommendation and supporting testimony and exhibits. The 

Signatories agree to support expedited Commission review and decision within six 

months after the date of PNM' s filing. PNM shall not enter into a binding coal supply 

agreement prior to the conclusion of the case docketed to determine the extent to which 

SJGS should continue serving PNM customers, unless that agreement allows PNM to 

withdraw or adjust the tenns depending on the outcome of the docket. PNM's 2017 IRP 

shall incorporate information from any recent RFPs that PNM has concluded. PNM shall 

provide the Signatories reasonable access to inputs, assumptions and constraints 

regarding Strategist® runs, and will perform a reasonable number of Strategist® runs 

using practical assumptions as requested by the Signatories. PNM will issue an RFP as 

soon as practicable after the filing of the 2017 IRP that will request proposals for 

resources identified in the lRP as the most cost effective p01tfolio using the assumption 

that SJGS does not continue to operate past 2022 ("non-SJGS alternative"). The RFP 

shall allow bidders to propose renewable resource options beyond those included in the 

IRP's non-SJGS alternative. PNM will consult with the Signatories prior to issuing the 

RFP. PNM' s 2018 filing pursuant to this paragraph will incorporate, to the e2'ient 

applicable, the results of the non-SJGS alternative resource RFP into the resource 

modeling. 

.M!: P;NM sh_alLb_e a_uthorLzed_to __ ac_gllire_65_M\V_ ornra_S_lJnit_~Li_n ctd_cliti_on_to_the __ / 

132 M\V for which a CCN will be granted. The additional 65 MW shall not be acquired 

as a jurisdictional asset, and shall be treated as excluded merchant plant. PNM commits, 

and it represents that it is authorized by PNM Resources, Inc., its holding company 

("PNMR"), to commit on behalf of PNMR and its subsidiaries, that, other than the 65 

7 

Deleted: The Signatories have not reached 
agreement in this Stipulation on the issues 
raised by the pre-filed direct and supplemental 
testimony ofWRA witness Michael Dirmeier 
that the granting of a CCN for 132 MW of 
SJGS Unit 4 should include conditions related 
to a future coal supply agreement or 
arrangement for SJGS Units I and 4. The 
Signatories agree that testimony on such 
conditions may be submitted and considered 
by the Commission to the same extent that it 
would have been considered in the absence of 
the Stipulation, with all Signatories preserving 
all of the legal and evidentiary rights, remedies 
and opportunities they had prior to the 
Stipulation to object to, rebut, modify or 
support this testimony.,i 
16 



MW identified in this paragraph, no coal-fired merchant plant will be acquired at any 

time by PNM, PNMR or any PNM affiliate; provided, however, that the excluded 

merchant capacity in SJGS Unit 4 may be exchanged for capacity in SJGS Unit 1 if the 

total amount of excluded merchant capacity does not exceed 65 MW. This paragraph 

does not prevent PNM from seeking a CCN in the future for any type of additional 

generating capacity. 

J.1..._The _Signatories_ agree_ that_ the_ Commission,_ in_ a_ future rate_ case_ or other ______ -·{_D_e_l_et_e~d_: ------~-~-~ 

proceeding, may consider whether it is in the public interest for the then current net book 

value .pf the_ 132_ MWs __ of_ SJGS _Unit 4 _that_ the_ Company _seeks_ a_ CCN _for_ in_ this ____ .--· Deleted: ($26 million plus prudent and 
reasonable SNCR Project costs as depreciated 

proceeding to be transferred to Unit 1, with a corresponding 132 MWs of the current 
or otherwise adjusted) 

plant value in Unit 1 transferred to Unit 4, and may issue a corresponding order effective 

after January 1, 2018. The Signatories, however, preserve their right to take whatever 

position they believe to be appropriate if and when the Commission considers the merits 

of such a transfer and to appeal any adverse order. The Signatories agree that the 

recoverability of costs from customers is not impacted by the transfer. If a transfer does 

occur, PNM's agreement to not seek recovery of certain costs as described in paragraph 

,.M._ofJ:his_Modified Stipulation_wiUcontinue to_apply to Unit 4 ifit_is_retired early,_in the -------·{>'D=e=le=t=ed=:=1=9==============< 

------{ Deleted: the 

amount of the value transferred to SJGS Unit 1. 

,tl. _ _PNM_shall be_granted_a_CCN to include its _10.2% ownership share of Palo _ __.>-·{_D_e_le_te_d~:_1_1 __ ~------~ 

Verde Unit 3, with a capacity of 134 MW, in rate base to serve New Mexico retail 

customers, effective January 1, 2018. Palo Verde Unit 3 shall be included in rate base at 

jts actual _net _book value at_December_3 l,_ 2017, cmTently estimated_ to_ be_ am)roximately __ ... --- Deleted: an initial value of$221,100,000, i.e., 
$1,650 per kW 
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.$1,100 _per kW. __ In addition,_ the net_ book _value of transmission assets associated with ___ ... --{ Formatted: Not Highlight 

Palo Verde Unit 3 shall be included in rate base,. ____________________________________ _ 

Undepreciated Investment in Retired Plant 

Deleted: , currently estimated to be 
$2,976,377 at December 31, 2017 

n. __ PNM_ shall be_ allowed_ to_ recover 50% _ of its undepreciated _ investment _in __ ... >{_D_e_le_t_e_d_: 1_s _________ ~ 

SJGS Units 2 and 3 as shown on its books as of December 31, 2017..__ Until that time, __ .... · · Deleted: , after reducing the net book value of 
SJGS Unit 3 by $26 million to reflect the value 

PNM shall continue to depreciate SJGS Units 2 and 3 according to its approved 
placed on the additional SJGS Unit 4 capacity 

depreciation schedules. Based on current projections, PNM estimates its undepreciated 

investment in SJGS Units 2 and 3 will be approximately $257.0 million at December 31, 

2017. Based on this estimate, PNM will be allowed to recover 50% of the undepreciated 

investment estimated at $.11U millio11,, __ PNM shall_place the amount _of_undepreciated <::·-{;=D=e=l=et=e=d:=1=1=5.=5=========< 

investment allowed to be recovered in a regulatory asset which shall be amortized over a 

twenty year period with a carrying charge equal to PNM's pre-tax weighted average cost 

of capital ("WACC") (as it may be modified from time to time by Commission orders in 

rate cases) on the unamortized amount. 

Deleted: , which is $257.0 million less $26.0 
million transferred to Unit 4, i.e., $231.0 
million, multiplied by 50% as the percentage 
of recovery agreed to in this Stipulation 

J1. __ In the_ event that_ San_ Juan _Unit_ 4 _must_ be abandoned_ with undepreciated ___ .. ,--{_D_e_le_t_ed_:_1_9 _________ _ 

investment remaining on PNM's books, PNM shall not be allowed to recover any 

.undepreciatedjnvestment _ related_ to _the __ 132 __ MW _ of _additional _capacity, __ including_,__...- Deleted: undepreciated investment associated 
with the transfer value of the 132 MW of 

investment related to the SNCR Project. 
',,< additional capacity nor any 

' ( Deleted: additional 

Palo Verde Performance Standards; Sharing of Costs Related to Palo Verde Unit 3 

~- ___ Palo Verde _Units _l,_2_ and _3 _shall_be _subject _to _a_ 75% _capacity_factor ____ .. -{_D_e_le_t_ed_:_2_0 _________ _ 

performance benchmark. The capacity factor shall be measured on a plant-wide basis, 

and shall be adjusted each year to reflect elimination of the actual duration of planned 
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outages from the calculation of the capacity factor for the year. The capacity factor shall 

be measured on a calendar year basis. 

period from January 1, 2018, through December 31, 2024. 

J1: _. l!l. ~-1!)' _y_e~_i: jl)-_ ."'.~i_c~ __ th_~_ c_apa~}t_y Jact()! _ li~ _ c_~lc_llllit_ecl _ a_bo_v~ _is _ _b~l_()"1 __ 7 ~r.,,_ --- . _;. --[~D_e_le_te_d_:_2_2 --~-~----~ 

PNM shall bear the incremental cost of the amount of replacement power necessary to 

bring the performance up to the 75% benchmark as described below. At the end of each 

calendar year, if the minimum capacity factor target at Palo Verde on a plant-wide basis 

is not achieved, an annual replacement power cost will be calculated based on the 

megawatt hours ("MWh") below the target multiplied by the average cost of short-term 

replacement power for the year. The impact of the replacement power credit will be 

credited to customers in the next quarterly fuel and purchased power cost adjustment 

clause ("FPPCAC") reset filing, or otherwise credited in rates if a FPPCAC is not in 

effect. 

~-_The capacity factor_benchmark shall not apply_in any_year in which: _________________ .,·-{~D_e_le_t_ed~:_2_3 ___ ~----~ 

a. any unit has an unplanned outage longer than nine months; or 

b. any combination of unplanned outages across all three units exceeds nine 

months in total, provided that at least one of the outages exceeds three 

months in duration . 

.e2: __ If_~4~_c_apac_i_ty_Ja~_t()~ _ _be_nc_h_llla_r_Js-__~()eS_riot_lipply-_pur_su_arit_to __ plirli~lipli_~,--.-------[;aao-e-le-te-d-:-24==========< 
------1 Deleted: 23 

above, PNM and the other Signatories will confer to negotiate an equitable resolution of 

the cost impact, which will be submitted to the Commission for approval. If they are 
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unable to reach agreement, PNM will ask the Commission to resolve the issue by 

declaratory order . 

.JQ. ___ PNM __ shaU_ contribute_ $11 _million_ to_ the __ Palo _ _Yerde __ Unit __ 3 _nuclear ____ __.-{ Deleted: 25 ,__ ____________ __, 

decommissioning trust. PNM shall be authorized to include in rates additional 

decommissioning funding amounts for Palo Verde Unit 3 in the amount of $1.3 million 

annually. If annual decommissioning funding increases above $1.3 million, PNM shall 

be allowed to recover in rates 50% of the additional annual amount above $1.3 million. 

J!. __ Shareholder and customer _contributions to decommissioning_ of Palo Verde __ .-----{ Deleted: 26 ~~-------------' 
Unit 3 shall be placed in separate trusts that shall be managed jointly. Decommissioning 

costs shall be paid out of the two trusts based upon pro-rata usage over the duration of 

time that Palo Verde Unit 3 was an excluded resource and was an included resource. The 

time period established for usage as an included resource shall be January 1, 2018, 

through the last date of commercial operation of Palo Verde Unit 3. Any funds 

remaining in the customer trust after payment of all decommissioning costs shall be 

returned to customers in the manner provided by Commission order at the time the 

determination has been made that excess funds remain in the customer trust. Funds 

remaining in the shareholder trust shall not be credited to customers. 

,;g. _ PNM shall not_be _allowed to recover in_rates_ costs associated with_the_storage _.------[Deleted: 27 ~~-------------' 
and disposal of spent fuel from the operation prior to January 1, 2018, of Palo Verde Unit 

3. 

,Other Agreements________________ -----------{ Deleted: Miscellaneous Issues 

~: __ 'fhe__S_i gnatories_ ag_re_e__th-3:t_th_e__i_ns_t_agati()ll_ ()f ~t-J_c~ _o11 _~JQ_S_1=Jnits__l _a11~_4 is ______ -:{~D_e_le_te~d_:_2_s __ ~--~--~ 

prudent and that PNM should be authorized to recover the reasonable costs of SNCR in 
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rates. SNCR capital costs shall be depreciated at a rate that provides for full depreciation 

by July I, 2022. The higher depreciation rates will go into effect after the first rate case 

that approves new base rates effective after December 31, 2017, but in no event later than 

December 31, 2018. Jlrnwudencem1d_ reasonableness_ of_the _costs of the balanced_ draft . _ .. --- ~tt~;~~~J~! ~~~~~;~j:;~it~1~~t ~1:~: 
will be determined in a PNM general rate case. PNM shall make an affinnative 

demonstration that incurrence of the costs of balanced draft was prudent and reasonable~---. 

1 and 4 shall be included in rate base. To the 
extent that the PNM share of the costs 
associated with the SNCR Project exceeds 
$90.6 million, PNM shall be required to make 
an affirmative demonstration that incurrence of 

, , the cost overruns was prudent and reasonable. 
J1: _ _P_~' s _ _re9.u_<!sts_ for_ tlc_<;o1111ti_ng _o_i:d_<!rs_ t() _ all()'Y_ M11re_ r_ec_oy(?ry _ ()f _re_g11la!()ry __ . \, E~;;;tt;d-:~Highljght ____________ l 

assets associated with $13.6 million in additional San Juan common O&M costs, $5.3 ···· .. ,\( D~leted:-, - - -- ---- --] 
',j Deleted: 29 ) 

million of costs associated with compliance with the FIP and expenses incurred related to 

Regional Haze Rule compliance filings and restructuring the SJPP A should be denied, 

and PNM shall not request recovery of these amounts in any future case. PNM shall not 

be allowed to recover $1.0 million of incremental fuel handling expenses incurred in 

2015 resulting from the San Juan restructured ownership agreement. 

~- _ PNM_ shall include_ as_ a reduction_ in its FPPCAC _ ( or_ otherwise_ as a credit_ in ____ .- -:{~o_e_le_t_ed_:_3_o _________ ~ 

rates if a FPPCAC is not in effect) the amount of $3.0 million in payments received from 

the Department of Energy ("DOE") related to storage of spent fuel for PVNGS Unit 3. 

The $3.0 million in payments shall be credited over a two-year period beginning January 

1, 2018. 

J§. _ _In_2015 PNM_shall issue_an RFP for up_to 50_MW of additional_renewable ____ .---{~o_e_le_te_d_:_3_1 _________ ~ 

energy resources. PNM shall apply to the Commission for approval to acquire any such 

resources identified through the RFP that are cost-effective as system resources. If PNM 

determines that no additional renewable energy resources are cost-effective for inclusion 

as system additions by 2017, it shall file a report with the Commission supporting its 
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conclusion. Signatories may take such positions regarding the application or report as 

they deem appropriate . 

.J.Z._J'{o_later than 2018_PNM_shall issue an_all-resource RFP,Le.,_it_shall seek</-[;=D=e=le=t=ed=:=3=2==========< 
-----{ Deleted: In 

bids for conventional supply resources and renewable energy resources, for additional 

resources .,consistent_ with _the_ resources_ determined_ to_ be _necessary_ in_ the _2020-2022 ____ ./-[_o_e_le~t_ed_:=---------~ 

timeframe as identified in the four year action plan in PNM' s 2017 IRP. 

~-_The _Signatories_ do not believe that a_ CCN _or any other approval_is required ___ ./[_o_e_le_t_ed_:_3_3 __ ~------~ 

for the acquisition by PNM of the ownership interests in SJGS Unit 3 that it does not 

currently own, immediately prior to retirement of SJGS Unit 3, as the additional amount 

acquired by PNM will not be placed in service. However, to the extent that the 

Commission determines that any approval or authorization for the acquisition is required, 

such approval and authorization should be granted. PNM shall not charge customers for 

any incremental costs arising from the acquisition of additional ownership interest in 

SJGS Unit 3. 

,J2. _ The Signatories_ agree_ to_ support _PNM' s _procurement_ of RECs _from_ up to ______ --{_o_e_le_t_ed_:_3_4 _________ ~ 

3MW (AC) per year of new customer-owned solar distributed generation, up to lOOkW 

(AC) in size per system during 2017, 2018 and 2019. The incremental 3MW/year of 

distributed generation will be over and above the 3% DG requirement in PNM's RPS in 

those years. PNM agrees to propose an extension of its current solar DG REC 

procurement program to implement this agreement that is consistent with PNM' s 

renewable portfolio standard, resource diversity requirements and reasonable cost 

threshold. Notwithstanding the foregoing, any Signatory is free to take any position it 

feels is appropriate with regard to the terms of interconnection for these resources, the 
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contract term and the amount of solar REC payments, if any, after the current program 

expires at the end of 2016 . 

• 40. _Beginning January_ 1, 2020, for eve1y MWh produced by_l97 MW of SJGS, ____ ---c~-" Formatted: Font: (Default) Times New 
Roman, 12 pt ------- -·--

PNM will acguire one MWh of solar or wind credits or allowances. This a~qyjsition 

n~_quirement g9_~QQ!J~uire PNM to acquire associated e11~ 

______ jil____IUQ_[~!.l_ewable acquisitions shall be emission rate cr_~dits .C'..ERC:§.'.~} 

or allowances that can_be __ used for comJili_ance with EPA's final Clean Power Plan 

{"CPP"Llnitially released AJJgust 3, 2015, and imp)ementing state reg_ulations in effect at 

the tim\e., or_renewable ener_gy credits ("REC_§.'.J_as definedJ>y_New Mexico's Renewable 

Energy Actf.'REA") ifpermitted as described in sub:12ara_gr@J1 fil.4LPNM shaHacquire 

these renewable resource instruments from.New Mexico sited sources if it can do so _at no 

greater cost than the cost_ofERC§., __ allowances_or RECs from out-of-state sources. 

________ Q,) -·---·- The_ac.cquisitions_pursuant to this_par~ra..Ph_ shall be in_addition to 

and separate from what is required to meet the renewable_pJ)rtfolio standard a_ppjicable to 

PNM pursuant to the REA._ The_REA does not...filmly to_this acquisition. 

____ £)__ In calendar_y~ars_2020 and 2021,Jhe acquired ERCs_or allowances 

shall meet the e!.igjbili!y req_uirements_ for incentive awards set forth in the __ Clean_Energy 

Incentive Prqgram ("CEIP..'..'lJ.vithin the CPP,_§_Q0.5737. 

_______ d) ____ ffEPA's CPP or CEIP is not in effect.in New Mexico in __ 2020_or 

any subs~qg_ent_yj!ar, or if after 2021 PNM demonstrates_ that it can_ comp)y_ with the 

emission reduction requirements ofEPA's_CPP with its own resources on.a stand-alone 

basis through 2030.,__then_in those .YJ!ars PNM shall be excused.from the ac@isition of 

ERCs or allowances. but_shall_nevertheless _a_cguire and retire additional wind or solar 
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RECs as defined by the REA, either in the matching MWh amounts required by this 

paragraph, or in amounts that allow bundled RECs plus energy (owned or purchased) to 

be acquired up to the $7 million per year limit described in sub-paragraph 8(e) . In the 

event PNM can demonstrate the compliance set forth above, the Signatories shall 

convene to determine whether bundled or unbundled RECs provide the best 

environmental at1d customer outcome. 

e) PNM shall not be required in any year to incur total costs in excess 

of$7 million, including any net carrying costs or savings booked at a short-tenn debt rate 

ofretum, to comply with the acquisitions required by this paragraph 8. The costs shall be 

recovered in PNM's rates either by including $7 million per year in base rates subject to 

true-up and refund should PNM not be required to spend $7 million in any year to 

achieve compliance with this paragraph, or through another recovery method agreed upon 

by all of the Signatories. PNM shall be allowed to book a regulatory asset in the event 

that PNM must incur these costs prior to the effective date of new rates after January L 

2020. Any regulatory asset not requested for inclusion in PNM rates within 24 months 

from the date the regulatory asset is recorded will be deemed recovered. 

f) If after January 1, 2018, PNM divests some or all of its SJGS 

capacity, PNM's obligation to acquire ERCs, allowances or RECs under this paragraph 

shall be reduced by the amount of capacity divested, up to 197 MW in which case this 

requirement shall terminate . 

.4!. ApJlroval_by the Commission_ofthe treatment of the undepreciated_investment _ .. /·1 ~;leted: 1 
~.,..-~~~~~~~~~~~~ 

in SJGS Units 2 and 3 as provided in this Modified Stipulation may impose, under 

generally accepted accounting principles ("GAAP"), immediate accounting requirements 
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affecting the valuation of these assets on PNM's financial statements and require the 

creation of regulatory assets and/or liabilities. These GAAP accounting entries shall not 

affect the rate base value of Units 2 and 3 for the purpose of setting retail service rates 

prior to the retirement of these units in 2018. 

£. __ PNM_ will _make_ an_ additional _contribution _of_$250,000, __ as _a _shareholder_ .. -->{ Deleted: 36 
~~~~~~~~~~~~~~ 

expense, to the Good Neighbor Fund for the benefit of low-income customers. 

43. NMPRC Case No. 14-00028-UT, involving protests of PNM's 2014 IRP 

should be closed without further Commission action in that docket. 

44. The Signatories agree that, to the extent necessary, PNM should be granted 

variances to Commission rules, including 17.6.450 NMAC, to effectuate the Modified 

Stipulation and underlying agreements. 

45. The evidentiary record of the proceedings on the original Stipulation shall be 

treated as part of the evidentia1y record in the further proceedings conducted pursuant to 

the Proceedings Order. The "Reserved Issue" in the original Stipulation is resolved by 

this Supplemental Stipulation, and no longer applicable. 

46. This Modified Stipulation should be approved. To the e:>.ient that provisions 

of the Modified Stipulation are inconsistent with the Supplemental Stipulation, the 

Supplemental Stipulation shall control. 

47. This Modified Stipulation does not limit any Signatory's ability to assert any 

position before any state or federal agency other than the Commission. 

48. Except as specifically stated in the language of this Modified Stipulation, the 

provisions of this Modified Stipulation have no precedential effect and the Signatories do 

not waive rights they may have in any other pending or future proceeding and will not be 
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deemed to have approved, accepted, agreed to or consented to the application of any 

concept, principle, theory or method in any future proceeding. In accordance with 

1.2.2.20(0) NMAC, by approving this Modified Stipulation, the Commission is neither 

granting any approval nor creating any precedent regarding any principle or issue in this 

or any other proceeding, except as specifically provided in the Final Order . 

.4.2 ... This. Modified Stipulation reflects a_ negotiated_ settlement. .. The Signatories_.>--'{ Deleted: 37 '-,-----~-------~ 
agree that they will use their best efforts to obtain expeditious approval of this Modified 

Stipulation by appropriate final order of the Commission in this proceeding. If ..thiL----'-{ Deleted: the ~--------~--~ 

Modified Stipulation is not adopted in its entirety by the Commission, without 

modification, ihis_ Modified __ Stipulation. will_ be _voidable. and _may_ be. voided. at. the ___ .. ---{ Deleted: the '-,-------~----~ 

election of any Signatory. The Signatories shall not seek the admission before any 

regulatory agency or court of any statement made or position taken by any of the 

Signatories during the course of negotiations regarding this Modified Stipulation. ,Ihis ____ /-{ Deleted: The ~~--~~------~ 
Modified Stipulation contains the full intent, understanding and the entire agreement of 

the Signatories and no implication should be drawn on any matter not addressed in,fulL.------{ Deleted: the ~~----------~ 
Modified Stipulation. There are not and have not been any representations, warranties or 

agreements other than those specifically set in this Modified Stipulation. 

,2.Q ... This. Modified. Stipulation_ may_ be. executed _in _a _number of_counterparts ___ ... ··{ Deleted: 38 ~-----------~ 
including electronically or by telefax, each of which will be deemed to be an original and 

all of which will constitute one of the same agreement. 

fil. ____ A_clcli_t_i_()11~J __ p_art!e_s_!11~Y .. ~~--~M~d __ ~s __ ~igt1_~!9_ri_e~ __ lJy __ e~e_c~ti_ng __ <! __ seJJ~~t~---------{~D~e_le_te_d_:_39 _________ ~ 

signature page and filing notice with the Commission that they are joining in .fuj§ __ ..---··{ Deleted: the ~-----------~ 
Modified Stipulation. 
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Respectfully submitted this..._.__<:1ax.~~,6llgt1st,)_OL5.L ...... < ••• /{ Deleted: 1st ''<:· ·1;=D=e=le=te=d=:=O=ct=ob=e=r ========< 

',{ Deleted: 2014 
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BEFORE THE NEW MEXICO PUBLIC REGULATION COMMISSION 

IN THE MATTER OF THE APPLICATION } 
OF PUBLIC SERVICE COMP ANY 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, ) 

) 
PUBLIC SERVICE COMPANY OF NEW ) 
MEXICO, ) 

) 
Applicant ) 

AFFIDAVIT 

STATE OF NEW MEXICO ) 
) SS 

COUNTY OF BERNALILLO ) 

Case No. 13-00390-UT 

Gerard T. Ortiz, Vice President of Regulatory Affairs, Public Service Company of 

New Mexico, upon being duly sworn according to law, under oath, deposes and states: I have 

read the foregoing Testimony in Support of Supplemental Stipulation of Gerard T. Ortiz and 

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



/GERARDT. 

My Commission Expires: 

2 
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