
414 Silver Ave., SW
Albuquerque, NM  87102
P  505 241-4728
F  505 241-2386

December 31, 2012

The Honorable Kimberly D. Bose
Secretary
Federal Energy Regulatory Commission
888 First Street, N.E.
Washington, D.C.  20426

Re: Public Service Company of New Mexico,
Docket No. ER13-    -000
Revised Sheets in OATT Implementing Transmission Formula Rate        

Public Service Company of New Mexico,
Docket No. ER13-    -000
Revised Sheets in Coordination Tariff Reflecting Implementation of 
Transmission Formula Rate

Public Service Company of New Mexico,
Docket No. ER13-    -000
Revised Sheets in Grandfathered Agreements Reflecting Implementation of
Transmission Formula Rate

Dear Secretary Bose:

Pursuant to Section 205 of the Federal Power Act1 and Part 35 of the Regulations of the 
Federal Energy Regulatory Commission (“FERC” or “Commission”),2 Public Service Company 
of New Mexico (“PNM”) hereby tenders for filing revised tariff sheets (“Revised OATT 
Sheets”) in its Open Access Transmission Tariff, FERC Electric Tariff, Volume No. 6
(“OATT”), revised tariff sheets (“Revised CT Sheets”) in its Electric Coordination Tariff No. 1 
(“Coordination Tariff”)3 and revised sheets (“Revised GFA Sheets”) in two pre-OATT bilateral 

                                                
1 16 U.S.C. § 824d (2011).

2 18 C.F.R. Part 35 (2012).

3 The Coordination Tariff is designated as PNM’s FERC Electric Tariff, Volume No. 5.  See Public Service 
Company of New Mexico, Docket No. ER97-2585-000 (Nov. 7, 1997) (unpublished letter order) (accepting 
initial Coordination Tariff for filing).
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contracts (“Grandfathered Agreements” or “GFAs”)4 reflecting the implementation of PNM’s
cost-of-service transmission formula rate (“PNM Formula Rate”).  PNM respectfully requests 
that the Revised OATT Sheets, Revised CT Sheets and the Revised GFA Sheets become 
effective on March 2, 2013, without suspension or hearing.   

PNM is submitting this filing through the Commission’s eTariff platform in three parts.  
Specifically, PNM is submitting one part for the Revised OATT Sheets, one part for the Revised 
CT Sheets, and one part for the Revised GFA Sheets.  To the extent that each of submittals is 
assigned a different docket number, PNM respectfully requests consolidation of all three dockets.  
Such treatment is consistent with Commission precedent involving a similar PNM filing 
submitted in Docket Nos. ER11-1915-000, ER11-1916-000, and ER11-1917-000.5

I. Description of PNM and Background

PNM, a New Mexico corporation, is a wholly-owned, public utility operating company 
subsidiary of PNM Resources, Inc. (“PNMR”).  Based in Albuquerque, New Mexico, PNMR is 
an energy holding company and through its regulated utilities – PNM and Texas-New Mexico 
Power Company – serves electricity and provides an array of services to customers in New 
Mexico and Texas.  PNM’s principal place of business is 414 Silver Ave, S.W., Albuquerque, 
New Mexico, 87102.  In the western United States, PNM is engaged in the generation, 
transmission, and sale of electricity at wholesale.  Within New Mexico, PNM is engaged in the 
generation, transmission, distribution, and sale of electricity at retail.  PNM provides state-
jurisdictional retail electric service to customers across New Mexico, the majority of whom are
located in north central New Mexico.  PNM’s retail electric operations are regulated by the New 
Mexico Public Regulation Commission (“NMPRC”). 

PNM provides transmission service to its customers under its OATT and through the 
GFAs.  PNM also has the ability to arrange for, and charge for, the provision of transmission 
service under the Coordination Tariff at rates set forth in the PNM OATT.  PNM provides 
network integration transmission service (“NITS”) pursuant to rates in Attachment H to its 
OATT, and it provides point-to-point (“PTP”) transmission service pursuant rates in Schedules 7 
(Firm) and 8 (Non-Firm) to its OATT.6  Under the Coordination Tariff, a customer may request 

                                                
4 The two GFAs are:  1) “First Revised Amended and Restated Contract No. 8-07-40-P0695 For 

Transmission Service With Public Service Company of New Mexico,” between PNM and Western Area 
Power Administration (“WAPA”) initially dated May 14, 1978 and designated as PNM’s FERC Electric 
Rate Schedule No. 86 (“Contract P0695”); and 2) an Interconnection Agreement between PNM and El 
Paso Electric Company (“EPE”) initially dated July 19, 1966 and designated as PNM’s FERC Rate 
Schedule No. 9 (“EPE GFA”).  Respecting the EPE GFA, PNM seeks only to modify Service Schedule I 
(“Service Schedule I”) that was initially entered into on September 8, 1995.  For purposes of this filing, the 
term “Revised GFA Sheets” shall collectively refer to the revised sheets in Contract P0695 and the revised 
sheets in Service Schedule I to the EPE GFA.  

5 See Public Service Company of New Mexico, 133 FERC ¶ 61,268, at P 25 (2010). 
   
6 See Prepared Initial Testimony of Michael L. Edwards (Exhibit PNM-6) (“Edwards Testimony”), at p. 13.
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that PNM acquire on that customer’s behalf any necessary transmission or ancillary services at 
rates that are OATT rates and are restated in Attachments A-1 and B-1.7  Under Contract P0695, 
PNM provides transmission service to WAPA to accommodate the delivery of WAPA’s electric 
generating capacity and energy to certain of its customers at rates that are based on the OATT 
rates.8  Under Service Schedule I to the EPE GFA, PNM provides firm and interruptible 
transmission service to EPE at rates set forth in Schedules 7 and 8 of the PNM OATT.9

On October 27, 2010, PNM filed revisions to its OATT, the Coordination Tariff, Service 
Schedule I to the EPE GFA and Contract P0695 to establish new rates for its provision of 
transmission service (“Filed Rates”) in Docket Nos. ER11-1915-000, et al. (“Stated Rate 
Proceeding”).  The Commission accepted PNM’s Filed Rates for filing, suspended them for five 
months, and established hearing and settlement judge procedures.  On July 3, 2012, PNM 
submitted an executed Uncontested Joint Offer of Settlement (“Settlement Agreement”) between 
itself and all active intervenors10 establishing, inter alia, “black box” rates for PNM’s provision 
of transmission service (“Settled Rates”).  The Settled Rates are intended to become effective as 
of June 1, 2011.  The Settlement Agreement also required PNM to make a filing on or before 
December 31, 2012, through which PNM shall:

(i) develop a proposed set of criteria for determining whether to 
include the costs of so-called “radial lines” in its ATRR in future 
rate proceedings, (ii) apply those criteria to its existing system, and 
(iii) make a filing under FPA section 205 seeking acceptance of 
these criteria and their application to all affected PNM facilities.  
PNM shall reflect the results of that proceeding in its future rate 
filings.11

The Presiding Administrative Law Judge certified the Settlement Agreement to the Commission 
on August 1, 2012.12  The Commission has not yet acted on the Settlement Agreement.  As a 
result, PNM continues to charge the Filed Rates for its provision of transmission service, subject 
to refund. 

                                                
7 See Edwards Testimony, at pp. 24-25 and Coordination Tariff, Service Schedule A § 4.3 and Service 

Schedule B § 4.3.

8 See Contract P0695 Sections 8(a) - (b).

9 See Edwards Testimony, at pp. 32-33.

10 The intervenors included:  EPE; the Incorporated County of Los Alamos, New Mexico (“Los Alamos 
County”); the Navajo Tribal Utility Authority (“NTUA”); Navopache Electric Cooperative, Inc. 
(“Navopache”); Tri-State Generation and Transmission Association, Inc. (“Tri-State”); and WAPA.

11 Settlement Agreement Section 4.5.

12 See Public Service Company of New Mexico, 140 FERC ¶ 63,008 (2012).
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II. Description of Filing and Introduction of Witnesses

Through this filing, PNM proposes to implement a new cost-of-service formula rate that 
will determine PNM’s annual transmission revenue requirement (“ATRR”) and resulting NITS 
and PTP transmission service rates under PNM’s OATT and will determine new rates under 
Contract P0695 and Service Schedule I to the EPE GFA.  The objective of the PNM Formula 
Rate is to establish a just and reasonable methodology for determining the transmission revenue 
requirement that will be recovered through the aforementioned rates.  The Courts and 
Commission have long held that there is no single just and reasonable way to develop a cost-of-
service and resulting rates.13

Mr. Terry R. Horn, Vice President and Treasurer of PNM, introduces the other witnesses 
providing testimony on behalf of PNM, describes how moving from stated rates to a formula rate
construct enhances PNM's financial strength by supporting stable cash flow and by recovering 
costs incurred from transmission system expansion on a timely basis, and describes how pricing
under the PNM Formula Rate supports PNM’s credit ratings and improves PNM's access to the 
capital markets.

Mr. Jeff R. Mechenbier, Director of Transmission/Distribution Planning and Contracts of 
PNM, describes PNM’s transmission system, how PNM decides to make capital investments in 
its transmission system, certain of PNM’s recent transmission capital investments, and the need 
for each of those capital investments.  Mr. Mechenbier also describes PNM’s transmission 
system expansion plan for the next five years.

Mr. Michael L. Edwards, Director of Federal Regulatory Policy of PNM, describes the 
PNM Formula Rate, the transmission services PNM currently provides, the transmission services 
PNM receives from other transmission providers, PNM’s basis for determining and allocating 
revenue credits, PNM’s directly-assigned costs (including radial transmission lines as determined 
in accordance with a newly proposed Attachment H-3 to PNM’s OATT), PNM’s assessment of 
network service credits, PNM’s proposed acquisition adjustment, the rate design of PNM’s 
proposed transmission service rates under PNM Formula Rate, and the changes to the OATT, to 
the Coordination Tariff, to Service Schedule I to the EPE GFA and to Contract P0695 to 
implement the PNM Formula Rate.

                                                
13 See e.g., Transcontinental Gas Pipe Line Corp., 139 FERC ¶ 61,002 at P 42 (2012); Tennessee Gas 

Pipeline Co., Opinion No. 406, 80 FERC ¶ 61,070, at pp. 61,223-24 and n. 107 (1997) (“The courts have 
long recognized that there is no single just and reasonable rate but instead that various rates may be just and 
reasonable.”) (citing Permian Basin Area Rate Cases, 390 U.S. 747, at 767 (1968) (“[T]his Court has often 
acknowledged that the Commission is not required by the Constitution or the Natural Gas Act to adopt as 
just and reasonable any particular rate level; rather courts are without authority to set aside any rate selected 
by the Commission which is within a ‘zone of reasonableness.’” (citation omitted)), aff’d Consolidated 
Edison Co. v. FERC, 165 F.3d 992 (D.C. Cir. 1999)); see also Cities of Bethany v. FERC, 727 F. 2d 1131,
at 1138 (D.C. Cir. 1984); NEPCO Mun. Rate Comm. v. FERC, 668 F.2d 1327 at 1340 (D.C. Cir. 1981) 
(“FERC need follow no single method in arriving at just and reasonable rates”) (citing FERC v. Pennzoil 
Producing Co., 439 U.S. 508 (1979), accord American Public Power Association v. FPC, 522 F. 2d 142, 
146 (D.C. Cir. 1975)).



Ms. Kimberly D. Bose
December 31, 2012
Page 5

Mr. Henry Monroy, Director of Utility Accounting of PNM, describes the Current Year 
Formula Rate, and Attachment H-2, Formula Rate and the Implementation Protocols 
(“Implementation Protocols”) components of the PNM Formula Rate, and describes the 
mechanics of the Current Year Formula Rate including its associated schedules and the inputs 
that are used to populate the formula.

Mr. Robert B. Hevert, Managing Partner of Sussex Economic Advisors, LLC, supports 
PNM’s rate of return on equity (“ROE”) of 10.81% that will be applied to PNM’s transmission 
rate base.  

III. Statement of the Nature and Reasons for Adopting a Formula Rate

PNM has concluded that its conversion from a stated rate to a formula rate at this time is 
necessary because the PNM Formula Rate will better reflect changes in PNM’s transmission 
revenue requirement in the current environment.  The implementation of the PNM Formula Rate 
is consistent with the Commission’s position of encouraging transmission owners to explore the 
benefits of formula rates14 and, as explained in the testimonies of Mr. Horn and Mr. Edwards,
provides several benefits including: 1) removing regulatory lag associated with the recovery of
PNM’s transmission investment;15 2) supporting PNM’s credit quality;16 3) ensuring the timely 
and administratively efficient recovery of costs associated with PNM’s transmission 
investment;17 4) harmonizing the rate making processes between rates subject to FERC 
jurisdiction and those subject to NMPRC jurisdiction;18 5) reducing “rate shock” to customers
associated with filing stated rate cases;19 and 6) conserving the resources of PNM and its 
customers.20  As noted in Mr. Mechenbier’s testimony, PNM plans to invest in numerous

                                                
14 Promoting Transmission Investment through Pricing Reform, Order No. 679, 116 FERC ¶ 61,057 at P 386 

(2006) (“Order No. 679”) (“[W]e continue to encourage public utilities to explore the benefits of filing 
transmission-related formula rates…”), order on reh’g, Order No. 679-A, 117 FERC ¶ 61,345 (2006), 
order on reh’g and clarification, Order No. 679-B, 119 FERC ¶ 61,062 (2007).  See also Southwest Power 
Pool, Inc., 111 FERC ¶ 61,118 at P 32 (2005) (encouraging utilities to consider adopting formula rates to 
facilitate timely recovery of transmission related investments); New York Indep. Sys. Operator, Inc., 109 
FERC ¶ 61,372 at P 29 (2004) (encouraging the parties to explore the adoption of formula rates for 
transmission costs), reh’g denied, 111 FERC ¶ 61,182 (2005); Allegheny Power Sys. Operating Cos., 106 
FERC ¶ 61,003 at P 32 (2004) (inviting parties to explore adopting formula rates).

15 See Prepared Initial Testimony of Terry R. Horn (Exhibit No. PNM-1), at p. 7 (“Horn Testimony”).

16 See Horn Testimony, at pp. 8-14.

17 See Edwards Testimony, at p. 12.  

18 See Edwards Testimony, at pp. 11-12.

19 See Edwards Testimony, at p. 12.

20 See Edwards Testimony, at pp. 12-13.
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transmission projects over the next five years.21  The PNM Formula Rate will eliminate the need 
for multiple section 205 filings to recover PNM’s costs associated with those and other projects 
and will allow PNM to systematically adjust its rates to reflect changes in transmission costs and 
loads over time.  In recognition of the aforementioned benefits, PNM’s planned transmission 
expansion projects and the Commission’s preference for formula rate mechanisms, PNM has 
concluded that conversion to the PNM Formula Rate is appropriate at this time.

IV. The PNM Formula Rate

The PNM Formula Rate is consistent with other Commission-accepted formula rates22

and is comprised of three main components.  The first component is the Current Year Formula 
Rate template attached to the PNM OATT as Attachment H-1.  The Current Year Formula Rate 
calculates the ATRR and provides the basis for the resulting rates that PNM proposes to charge 
for NITS and PTP transmission service.  The second component is the Implementation Protocols 
attached to the PNM OATT as Attachment H-2.  The Implementation Protocols describe the 
annual update process, the true-up calculation and the process through which Interested Parties23

can request further information about certain aspects of the inputs in the Current Year Formula 
Rate.  The third component is the criteria that PNM adopted to determine whether to include the 
costs of so-called “radial lines” in its ATRR (“PNM Criteria”). As referenced above, the 
development and filing of the PNM Criteria is required by Section 4.5 of the Settlement 
Agreement and it is attached to the PNM OATT as Attachment H-3.

A. Attachment H-1
   

The Current Year Formula Rate template calculates PNM’s ATRR that, through 
implementation of PNM’s proposed rate design, is used to determine PNM’s rates for 
transmission service.  Henry Monroy24 and Mr. Edwards provide detailed testimony addressing
all aspects of implementing Attachment H-1 of the PNM Formula Rate. The following 
highlights the salient components of Attachment H-1. 

                                                
21 See Prepared Initial Testimony of Jeff R. Mechenbier (Exhibit No. PNM-3), at pp.13-15 (“Mechenbier 

Testimony”).

22 See Arizona Public Service Co., 124 FERC ¶ 61,088 (2008) (“APS”); Xcel Energy Services, Inc., 122 
FERC ¶ 61,098 (2008), order on reh’g and clarification, 125 FERC ¶ 61,092 (2009).

23 As defined in Section 1.e of Attachment H-2, “Interested Parties” include all long term PTP transmission 
service customers, NITS customers, any entity that is or may become a customer taking transmission 
service from PNM, any regulatory commission with jurisdiction over PNM transmission services, and any 
party having standing under Section 206 of the Federal Power Act.  

24 See Prepared Initial Testimony of Henry Monroy (Exhibit No. PNM-19) (“Monroy Testimony”).
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1. General Components and Use of FERC Form No. 1 Data, Plus Projected
Capital Additions, As Inputs

As explained by Mr. Monroy, components of the Current Year Formula Rate include rate 
base items, operating expenses, revenue credits, and a return on rate base.25  Rate base items 
include net transmission plant, Projected Transmission Plant for the current year, Accumulated 
Deferred Income Taxes (“ADIT”) miscellaneous deferred debits, working capital, other deferred 
credits and other specific rate base items.  Operating expenses include operation and 
maintenance (“O&M”) expenses, depreciation and amortization expenses, taxes other than 
income, and federal and state income taxes.  Revenue credits are included for short-term and 
non-firm PTP transmission service, payments associated with deferring the commencement of 
transmission service and payments received by third parties for the use of PNM’s transmission 
related property.  The rate of return on rate base is developed consistent with PNM’s capital 
structure and the ROE recommended by Mr. Hevert, as discussed below. Mr. Monroy also 
addresses details involving plant calculations, the identification of and accommodation of 
projected capital projects, and other rate base items, including an acquisition adjustment and the 
recovery of rate case expenses.26  

As Mr. Monroy explains, the Current Year Formula Rate utilizes FERC Form No. 1 data 
as inputs, except for instances when data necessary to calculate the ATRR is not directly 
available from FERC Form No. 1.27  PNM will update the Current Year Formula Rate annually 
based on the prior year’s FERC Form No. 1 data and that update will include specific 
transmission projects that are scheduled to go into service in the current calendar year.  Through 
the use of FERC Form No. 1 data plus capital project additions, both the Commission and 
PNM’s customers have the assurance that PNM’s rates reflect actual costs incurred, on a current 
basis, and that the rates will remain stable over the course of each year.  This approach avoids the 
time lag in recovering the costs of capital additions that would otherwise occur if the formula 
rate was based entirely on FERC Form No. 1 data for the previous year.  The Commission has 
accepted formula rates that use the most recent FERC Form No. 1 data, plus projected capital 
additions as inputs, and has made clear that using estimates rather than historic costs for formula 
rate inputs is “consistent with traditional ratemaking practice.”28

To accommodate the timing of this filing, PNM is populating the Current Year Formula 
Rate with PNM’s 2011 FERC Form No. 1 data to calculate the rates to become effective on 
March 2, 2013 without including any capital projections (“Initial Rate Calculation”).  Beginning 
June 1, 2013, the Current Year Formula Rate will be populated with inputs from PNM’s 2012 

                                                
25 See Monroy Testimony, at p. 5.

26 See Monroy Testimony, at pp. 11-20.

27 For example, the use of 13 month averages for certain rate base items requires monthly information that is 
not reported in FERC Form No. 1. See Monroy Testimony, at pp. 5-6.

28 See, e.g., Michigan Elec. Transmission Co., LLC, 117 FERC ¶ 61,314 at P 17 (2006), order on 
clarification, 118 FERC ¶ 61,139 (2007).
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FERC Form No. 1 as well as projected new transmission plant additions that have gone, or are 
expected to go, into service in 2013.  PNM will use the net annual transmission revenue 
requirement for network transmission service produced by the Current Year Formula Rate, 
together with the prior years’ 12 coincident peak (“12-CP”) load and OATT contract demands to 
calculate rates for PTP transmission service provided under Schedules 7 and 8 of the OATT.

As noted by Mr. Monroy, projected capital projects that are included in the Current Year 
Formula Rate are subject to true-up in the following year’s revenue requirement calculation.29  
Specifically, the difference between projected capital projects and the actual capital projects 
placed in service are subject to true-up, and any differences will be reflected in the following 
year’s ATRR.  Because the use of projected capital additions to populate the Current Year 
Formula Rate will not begin until June 1, 2013, the initial true-up of those projections will not be 
determined until May 1, 2014, after the actual data for 2013 becomes available.

2.      Specific ATRR Components

a. Acquisition Adjustment

PNM proposes to include an acquisition adjustment in the Current Year Formula Rate for 
a transaction involving PNM’s purchase of a 60% undivided ownership interest (“60% EIP 
Interest”) in the Eastern Interconnection Project transmission facilities30 (“EIP Transaction”).31

For this transaction, PNM has included both the unamortized balance, approximately $8.5
million, and annual amortization of the acquisition adjustment related to the 2003 early buyout of 
the 60% EIP Interest, which was acquired pursuant to the terms of a sale/leaseback transaction 
PNM entered into for the EIP Facilities in 1985.  In 2003, PNM purchased the 60% EIP Interest 
at less than fair market value and the Commission approved the purchase.32  

As explained by Mr. Edwards, PNM’s acquisition of the 60% EIP Interest resulted in a 
number of “tangible and non-speculative” benefits to its customers that are “clearly related to 
and solely the result of the acquisition.”33 Mr. Edwards describes a number of benefits that have 
resulted from the acquisition, including a quantifiable decrease in rates and improved economies 
of operation.  In support of this analysis, Mr. Edwards provides Exhibit No. PNM-9 to his 

                                                
29 See Monroy Testimony, at pp. 8, 10.

30 These facilities consist of a 216 mile 345kV transmission line and an HVDC Converter Station and shall 
hereinafter be referred to as the “EIP Facilities.”

31 The sale/leaseback transaction involved two financing entities which purchased, and then leased back to 
PNM under identical leases, a 60% and 40% undivided ownership interest in the EIP Facilities, 
respectively.

32 Public Service Company of New Mexico, 102 FERC ¶ 62,122 (2003).

33 See Edwards Testimony, at pp. 66-66; Startrans IO, L.L.C., 130 FERC ¶ 61,209, at P 19 (2010) 
(“Startrans”).
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testimony containing a comparison of the total revenue requirements associated with the 60% 
EIP Interest resulting from the acquisition and those that would have resulted had the lease 
remained in effect until the end of its term in 2015.  In addition, Mr. Edwards describes the fact 
that PNM has been able to engage in numerous transactions that would not have been possible 
under the restrictions imposed by the terms of the lease, and to collect the associated revenue 
from those transactions to its customers’ benefit.34 Mr. Edwards testimony establishes that 
inclusion of the unamortized balance in Account 114 and the annual amortization meet the
criteria established by the Commission for recovery of the costs of an acquisition adjustment in 
transmission service rates, as articulated in Startrans.

b. Revenue Credits

PNM provides revenue credits in the Current Year Formula Rate.  As Mr. Edwards 
describes, PNM provides transmission-related services and access to transmission-related PNM 
property that generates additional revenue PNM credits back to customers based on actual 
revenues included in FERC Form No. 1.35  Specifically, PNM credits against the ATRR revenues 
that it receives from the following sources:  1) revenues from PNM’s provision of non-firm 
transmission service; 2) payments PNM receives from customers who have chosen to defer the 
commencement of transmission service; 3) revenues from the facilities services provided at the 
San Juan 345 kV switchyear; 4) revenue PNM receives from a service agreement with Southwest 
Public Service Company (“SPS”) for conditional firm transmission service (“CFS”); and 5) the 
value of transmission service that WAPA provides to PNM.36  PNM also makes short-term firm 
transmission service sales.  As further described by Mr. Edwards, PNM includes short-term 
transmission service in calculating the monthly Transmission System Peak Hour for purposes of 
determining the load ratio share for billing for NITS.37  As a result, NITS customers have already 
received the benefit of such service by having their load ratio share lowered immediately 
following the month in which the short firm transmission service has been provided.  
Consequently, the revenues from short-term firm transmission sales are allocated to all customer 
classes, but only credited against the ATRR for retail native load and firm PTP transmission
service.

                                                
34 See Edwards Testimony, at pp. 66-67.

35 See Edwards Testimony, at p. 42.

36 Pursuant to First Revised Service Agreement No. 317 under PNM’s OATT,  PNM provides 100 MW of 
CFS and planning redispatch generation service to SPS on the Four Corners to Blackwater path.  Because 
the delivery is based both on CFS and planning redispatch generation service, the revenues received from 
SPS, net of the fuel and incremental generation Operating and Maintenance (“O&M”) related expenses, are 
considered non-firm transmission service and returned to transmission customers through a revenue credit 
rather than being included in the transmission demand allocator for ratemaking purposes or in the monthly 
load ratio share calculation for monthly billings.  See Edwards Testimony, at p. 42.

37 See Edwards Testimony, at p. 43.
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3. Expense Components

a. Third-Party Transmission Expenses

PNM has includes all components of Transmission O&M Expenses in the Current Year 
Formula Rate, except for expenses related to Account No. 565-Transmission Provided by Others.  
As Mr. Edwards explains, because certain of PNM’s network resources are interconnected to 
third-party transmission systems rather than PNM’s transmission system, PNM purchases third-
party transmission service from Arizona Public Service Company (“APS”), EPE and WAPA to 
deliver those resources to the PNM transmission system for delivery to PNM’s retail and 
wholesale native load customers.38  While those expenses are Transmission O&M Expenses, 
most of the components of the Account No. 565 balance during the year are for delivery of 
network resources to load.  Rather than allocate those expenses based on the transmission 
demand allocator, which is roughly 51% to PNM’s retail native load and 49% to PNM’s 
transmission service customers, PNM either allocates or directly assigns the expenses associated 
with the transmission service based on the purpose of the transmission service that PNM 
purchases.  For transmission service that PNM purchases to deliver specifically to PNM retail 
native load, the expenses for that service are directly assigned to retail native load customers, 
excluded from the calculation of the ATRR, and will be recovered as directly assigned expenses 
in bundled transmission service rates under NMPRC jurisdiction.  For transmission service that 
PNM purchases from APS and WAPA to deliver resources from Palo Verde Nuclear Station and 
for certain transmission service that PNM purchases from EPE to deliver resources from the 
Afton and Luna generating stations, the expenses for those delivery services will be allocated on 
the same basis as the generation being delivered using those transmission services.  This 
allocation is appropriate because the generation produced by these resources benefits retail and 
wholesale native load customers and excludes PNM’s other transmission service customers.  As 
explained by Mr. Edwards, because PNM purchases the long-term firm PTP transmission service 
required to exactly match the net operating capacity of each of those generating resources, the 
firm transmission rights should accrue to the customers who are provided long-term firm 
transmission service using those resources.39  Therefore, PNM is assigning certain of the 
transmission services to retail and wholesale native load customers based on a generation 
demand allocation rather than a transmission demand allocation.40  Consequently, those 
transmission services are not included in Transmission O&M Expense in the Current Year 
Formula Rate and will be proportionately assigned to the three PNM wholesale native load 
customers who benefit from the delivery those resources, namely the City of Gallup, New 
Mexico (“Gallup”), the City of Aztec, New Mexico and Navopache.41  

                                                
38 See id., at pp. 35-41.

39 See id., at p. 41.

40 See id.

41 See id.
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In addition to the foregoing, the Current Year Formula Rate also reflects the 
implementation of an NMPRC-approved method to impute a cost for transmission service 
expense to Account No. 565 to value the transmission service that PNM receives resulting from 
an exchange of services arrangement that PNM has with WAPA.42  As explained by Mr. 
Edwards,43 PNM provides transmission service to WAPA to deliver Federal Power to several of 
PNM’s NITS customers including Tri-State, Gallup, WAPA (for Kirtland Air Force Base) and 
Los Alamos County as well as to deliver to several non-PNM transmission customers including 
Holloman Air Force Base via EPE’s transmission system and four electric cooperatives in the 
Eastern Interconnection delivered by PNM to SPS at Blackwater Station.  In exchange for those 
services, WAPA provides PNM with 134 MW of transmission capacity to deliver a portion of 
the output of Palo Verde Nuclear Station from Westwing Station to PNM’s interconnection with 
WAPA at Four Corners.  As more fully described by Mr. Edwards, PNM is employing the 
abovementioned NMPRC-approved method to account for the value of the transmission service 
that PNM provides to WAPA.  A separate worksheet is included in the Current Year Formula 
Rate providing the mechanism through which to impute that transmission service expense.44

b. Depreciation Rates  

PNM is employing the same depreciation rates as those that were originally filed in the 
Stated Rate Proceeding.  Through this filing, PNM shall incorporate those depreciation rates in 
the Current Year Formula Rate calculation.  As set forth in Attachment H-2, PNM may only 
change those depreciation rates subject to Commission approval.45

4. Rate Design and Determination of Billing Units 

a. Transmission Service Credits

PNM provides three transmission service credits.  As Mr. Edwards explains, PNM 
provides a ten MW transmission service credit to Los Alamos County for a Static Var 
Compensator (“SVC”) that is operated by Los Alamos County and owned by one of its 
customers.46  PNM recognizes the benefits that the SVC provides to PNM’s northern New 
Mexico system and PNM and Los Alamos County negotiated a billing credit that predates the 

                                                
42 See id., at pp. 39-41.

43  See id., at pp. 26-29.

44 See Schedule 18 to Attachment H-1.

45 See Attachment H-2, Section 1(h).

46 See Edwards Testimony, at p. 60.
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service credit criteria established in Order No. 888,47 and as modified by Order 890.48  As was 
agreed to by PNM and Los Alamos County in the Settlement Agreement, the NITS Agreement 
between them includes a provision requiring the analysis of the SVC’s ongoing benefit to the 
PNM transmission system.  The second transmission service credit involves the agreement 
between PNM and Tri-State for a twenty MW billing credit based on a jointly planned series of 
system upgrades to both the Tri-State transmission system and the PNM transmission system that 
increased the delivery capability of the northern New Mexico transmission system.49  Tri-State 
built a 230kV transmission line from Walsenberg, Colorado to Gladstone, New Mexico and 
PNM and Tri-State agreed to funding and other upgrades to accommodate the addition of the 
230kV transmission line on the Tri-State transmission system.  The Tri-State transmission 
service credit satisfied the criteria of the Order No. 888 standard of customer facilities being 
jointly planned.50  The transmission service credit for this arrangement is provided for in the 
NITS agreement between PNM and Tri-State.  PNM also provides the third transmission service 
credit to Tri-State to reflect the fact that Tri-State is able to use transmission service on the EPE 
transmission system to reduce its usage of PNM’s northern New Mexico transmission system in 
making deliveries to Tri-State’s southern New Mexico loads.    This credit against Tri-State’s
Monthly Transmission Peak Hour is also provided for in the aforementioned NITS Agreement
between PNM and Tri-State.

b. Determination of Billing Units

Mr. Edwards’ testimony details the process of converting the ATRR into unit 
transmission service rates.51  As he describes, certain rate base and expense items are either 
directly assigned to NMPRC jurisdictional customers or to FERC jurisdictional transmission 
service or generation service customers.  Hence, the Current Year Formula Rate calculation 
reflects an ATRR that is fully allocable between PNM’s retail native load, NITS customers, 
Grandfathered Agreements, and long term firm PTP transmission service customers.  That 
ATRR is then adjusted for appropriate categories of FERC jurisdictional customers.  

                                                
47 See id., at pp. 59-61; Promoting Wholesale Competition Through Open Access Non-Discriminatory 

Transmission Services by Public Utilities; Recovery of Stranded Costs by Public Utilities and Transmitting 
Utilities, Order No. 888, FERC Stats. & Regs. ¶ 31,036, at p. 31,696 (1996), order on reh’g, Order No. 
888-A, FERC Stats. & Regs. ¶ 31,048, order on reh’g, Order No. 888-B, 81 FERC ¶ 61,248 (1997), order 
on reh’g, Order No. 888-C, 82 FERC ¶ 61,046 (1998), aff’d in relevant part sub nom. Transmission Access 
Policy Study Group v. FERC, 225 F.3d 667 (D.C. Cir. 2000), aff’d sub nom. New York v. FERC, 535 U.S. 1 
(2002).

48 Preventing Undue Discrimination and Preference in Transmission Service, Order No. 890, FERC Stats. & 
Regs. ¶ 31,241 at P 754 (2007), order on reh'g, Order No. 890-A, FERC Stats. & Regs. ¶ 31,261 (2007), 
order on reh’g, Order No. 890-B, 123 FERC ¶ 61,299 (2008), order on reh’g, Order No. 890-C, 126 FERC 
¶ 61,228 (2009), order on reh’g, Order No. 890-D, 129 FERC ¶ 61,126 (2009).

49 See Edwards Testimony, at pp. 60- 61.

50 See id.

51 See id., at pp. 71-85.
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Specifically, the ATRR is adjusted to:  1) reflect the allocation of a portion of the short-term firm 
transmission service revenues to retail native load and PTP transmission service customers, but 
not to NITS customers; 2) directly assign FERC-jurisdictional regulatory commission expenses 
to NITS customers; and 3) reflect the allocation of certain third party transmission service 
expenses to NITS customers who also take requirements power and energy service from PNM.52  
Those adjustments are made to the ATRR in the process of calculating the final amount from 
which to design rates for PTP transmission service or to establish the appropriate ATRR for 
NITS customers. 53

For allocation purposes, Mr. Edwards explains that PNM allocates retail native load, 
NITS and PTP transmission service under Grandfathered Agreements on 12-CP basis and 
allocates long term firm PTP transmission service under its OATT based on contract demand
consistent with Order No. 888.54

With respect to losses, Mr. Edwards explains that PNM measures the entire system load 
inclusive of total real power losses and that in measuring that load by specific wholesale 
transmission service customer, the initial measurement is based on either contract demand for 
PTP transmission service customers or metered deliveries for NITS customers.55  Therefore, he 
explains, those measurements are net of real power losses.  To determine comparable 
transmission loads, the PTP loads and NITS loads are grossed-up to reflect the current real power 
loss rate included in the OATT and in the Grandfathered Agreements.  PNM is implementing the 
currently effective real power loss rate of 3.58%, as found in the PNM OATT.  The Settlement 
Agreement contains a settled loss rate and an annual real power loss determination process that 
will coincide with the timing of the annual formula rate true-up process set forth in the 
Implementation Protocols.

B. Attachment H-2

As described by Mr. Monroy, the Implementation Protocols provide for, inter alia, the 
annual update process, the true-up calculation and the process through which Interested Parties 
can request further information about certain aspects of the inputs in the Current Year Formula 
Rate.  PNM’s Implementation Protocols are modeled after the protocols accepted in APS.56

Attachment H-2 includes procedures under which PNM will inform affected customers of 
their cost estimates and provide customers with information regarding those estimates before the 
revised rates become effective.  Under these procedures, PNM will make the cost estimates and 

                                                
52 See id., at pp. 73-75.

53 See id., at pp. 77-80.

54 See id., at p. 77.

55 See id., at pp. 76-77.

56 See Monroy Testimony, at pp. 9-10.
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supporting data available to Interested Parties by May 1 of each year and will hold a meeting to 
discuss the cost estimates no later than May 25 of each year, with the new rates to become
effective June 1.

These procedures provide that Interested Parties may submit requests for information to 
PNM within 180 days after May 1 and that PNM must make a good faith effort to respond to 
these requests within 15 days.  The procedures further provide that Interested Parties must notify 
PNM of any challenges to PNM’s calculations within 210 days of the aforementioned date.  
Senior management representatives then have 60 days to attempt to resolve any remaining 
challenges.  A challenging party has 24 months after this period to bring an action at FERC to 
address any remaining disputes. 

Mr. Monroy also describes the true-up mechanism under Attachment H-2.57  As he 
describes, any difference between the revenue requirement implemented and PNM’s actual
revenue requirement based on the review procedures discussed above in a given calendar year 
will be incorporated into the next PNM Formula Rate calculation.58  The true-up amount will 
reflect interest computed in accordance with 18 C.F.R. § 35.19a (2012).  PNM proposes to 
determine the true-up amount after its FERC Form No. 1 reports become available and to post 
the true-up and related calculations on its website no later than May 1 of each year.

C. Attachment H-3

Attachment H-3 contains the PNM Criteria to determine whether to include the costs of 
so-called “radial lines” in PNM’s ATRR consistent with Section 4.5 of the Settlement 
Agreement.  In accordance with its commitment in Section 4.5(i) of the Settlement Agreement, 
PNM developed Attachment H-3 to its OATT containing the PNM Criteria to determine whether 
the costs of so-called “radial lines” should be directly assigned to the customers for whom such 
radial lines are serving.  Consistent with FERC precedent, PNM adheres to the standard of 
determining whether that facility demonstrates “any degree of integration” with the transmission 
system.59  To make this determination PNM has adopted as the PNM Criteria the following five 
factors developed in Mansfield Municipal Electric Department v. New England Power Co.60

(“Mansfield”): 1) whether the facilities are radial, or whether they loop back into the 
transmission system; 2) whether energy flows only in one direction, from the transmission 
system to the customer over the facilities, or in both directions, from the transmission system to 
the customer, and from the customer to the transmission system; 3) whether the transmission 
provider is able to provide transmission service to itself or other transmission customers over the 
facilities in question; 4) whether the facilities provide benefits to the transmission grid in terms 
                                                
57 See id., at p. 10.

58 See id.

59 See Northeast Texas Electric Cooperative, Inc., et al., 108 FERC ¶ 61,084, at P 48 (2004), order denying 
reh’g, 111 FERC ¶ 61,189 (2005).

60 97 FERC ¶ 61,134 (2001), reh’g denied, 98 FERC ¶ 61,115 (2002). 
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of capability or reliability, and whether the facilities can be relied on for coordinated operation of 
the grid; and 5) whether an outage on the facilities would affect the transmission system.61  Also 
consistent with Commission precedent, if a facility is not integrated under all five factors (i.e., it
“fails” to meet all five factors), then that facility cannot be rolled-in to transmission rates.62

  In accordance with its commitment in Section 4.5(ii) of the Settlement Agreement, 
PNM applied the PNM Criteria in Attachment H-3 to the PNM transmission system.  As 
explained by Mr. Edwards, this application revealed that all of PNM’s 230 kV, 345 kV and 500 
kV transmission facilities are appropriately integrated into PNM’s transmission system.63  
However, the application of the PNM Criteria to PNM’s transmission system also demonstrated 
that nine of PNM’s 115 kV transmission facilities failed all five of the PNM Criteria64 and that 
the costs associated with those facilities are consequently being directly assigned to the 
customers that are being served by those lines.  The resultant impact on the transmission rates in 
this filing is that $934,000 in total net plant, based on beginning and year end balances for 2011, 
is being directly assigned to specific customers and thus not being included in the calculation of 
the ATRR.65 Of the nine 115 kV lines, one is being directly assigned to a FERC jurisdictional 
customer, NTUA, and the remaining eight lines are being directly assigned to retail load 
customers subject to the jurisdiction of the NMPRC.  Because the facility associated with NTUA 
is only a small fraction of the total net plant, PNM plans to address this issue with NTUA outside 
of this proceeding.

With respect to the other commitments in Section 4.5 of the Settlement Agreement, 
Attachment H-3 provides that PNM will evaluate its transmission system on an annual basis 
commensurate with its annual update process to determine if transmission facilities satisfy the 
PNM Criteria.  If the results of that evaluation identify a facility that fails all five factors of the 
PNM Criteria, then PNM will identify that facility during its Annual Review process and modify 
the ATRR accordingly.  

V. Rate of Return on Common Equity

The ROE to be applied to rate base under the PNM Formula Rate is based on the analysis 
and recommendations reflected in Mr. Hevert’s testimony and associated exhibits.66  The ROE is 
a stated value that is subject to change only pursuant to an FPA section 205 or 206 filing.  Mr. 

                                                
61 97 FERC ¶ 61,134, at pp. 61,613-14.

62 97 FERC ¶ 61,134, at pp. 61,613-15; Northeast Texas Electric Cooperative, Inc., et al., 111 FERC ¶ 
61,189, at P 6 n.18.

63 See Edwards Testimony, at pp. 47-48.

64 See id., Table 7 at p. 55.   

65 See id., at p. 56.

66 See Direct Testimony of Robert B. Hevert (Exhibit No. PNM-25) (“Hevert Testimony”).
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Hevert determines that a 10.81% ROE is appropriate for the FERC-jurisdictional wholesale 
electric utility operations of PNM based on the midpoint of the range of reasonableness produced 
by applying the Commission’s Discounted Cash Flow (“DCF”) analysis to a proxy group of 
electric utilities. The ROE recommended by Mr. Hevert is sufficient to maintain investor interest 
in providing wholesale electric transmission services, as well as compensate the Company and its 
shareholders for the attendant risks.67  

In applying the DCF model used to establish a fair and reasonable ROE for PNM, Mr. 
Hevert applied screening criteria to develop a proxy group of 41 companies that appropriately 
reflects the operating business risks to which PNM is exposed and consists of utilities with 
comparable risk and similar credit metrics to PNM (“Proxy Group”).  The electric utilities in the 
Proxy Group compete for investment from the same pool of potential capital and have several 
common traits that provide a sound basis for inclusion within the Proxy Group for establishing 
the range of reasonableness for PNM’s ROE.  Specifically, Mr. Hevert uses utilities with a 
consensus earnings growth rate from Thomson Reuters First Call and are covered by Value Line 
with senior unsecured and/or corporate credit ratings of BB+ or higher by Standard & Poor’s 
Corporation (S&P) as of October 31, 2012 (that is, one notch below PNM’s current BBB-
rating), and that have long-term earnings per share growth estimates from at least two utility 
industry equity analysts, while excluding companies that do not pay consistent quarterly cash 
dividends and those currently known to be party to a merger or significant transaction during the 
six-month period used to calculate the dividend yields for the purposes of the DCF analysis.68  
Mr. Hevert computed estimates of Sustainable Growth using the company-specific components 
of Sustainable Growth published by Value Line and previously relied on by FERC.  In addition, 
Mr. Hevert relies on the DCF model to develop the range of reasonableness and ROE estimate, 
and also concludes that his recommended ROE is supported by alternative ROE benchmarks 
such as the results of a Bond Yield Plus Risk Premium analysis and recently authorized ROEs 
for electric utilities serving retail customers in 2012.69  

In light of the current capital market conditions and the effect of those conditions on the 
Cost of Equity, the ROE recommended by Mr. Hevert reflects the midpoint of the zone of 
reasonableness, which is above the median of the range of results.  Mr. Hevert concludes that the 
midpoint is a more reasonable reflection of the business and financial risks faced by PNM in the 
wholesale electric market and gives due consideration to the business and financial risks to 
which PNM is exposed relative to the proxy companies in determining where the PNM’s ROE 
falls within that range.70  From a practical perspective, the median DCF result for the proxy 
group is 8.67 percent, which provides an insufficient premium over current debt yields and 
which is significantly below the low end of the range (9.25 percent to 10.50 percent) of 

                                                
67 See Hevert Testimony, at p. 10.

68 Id at p. 13.

69 Id. at pp. 37-38.

70 Id.
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authorized ROEs for electric utilities serving retail customers in 2012, according to Regulatory 
Research Associates, which would suggest the unlikely proposition that wholesale electric 
transmission assets are so less risky than retail operations that investors would require a 
materially lower return.71

As Mr. Hevert’s testimony supports, the purpose of the Commission’s DCF analysis is (at 
least in part) to produce a zone of reasonableness and that the primary objective in choosing a 
measure of central tendency is to ensure that the end result meets the capital attraction and 
financial integrity standards established in Federal Power Comm’n v. Hope Natural Gas Co.72

and Bluefield Water Works and Improvement Co. v. Public Service Comm’n.73  Mr. Hevert’s 
analysis supports that by relying on the midpoint of the DCF range, the resulting ROE would 
better reflect required returns for similarly situated utilities with commensurate risk, and would 
enable PNM to maintain its financial integrity.74  Conversely, Mr. Hevert concludes ROE 
estimates based on the median result fail to recognize the inverse relationship between interest 
rates and the Equity Risk Premium, are well below returns authorized for retail electric utilities, 
and would put substantial downward pressure on key measures of PNM’s creditworthiness and 
financial integrity.75  

VI. Timing Issues and Rate Impact 

PNM is requesting an effective date of March 2, 2013 for the OATT revisions in this 
proceeding.  However, PNM is not seeking to include capital estimates as inputs for the formula 
rate beginning March 2, 2013.  Rather, for the initial period from March 2, 2013 through June 1, 
2013, PNM will populate the Current Year Formula Rate template solely with historic data from 
the 2011 PNM FERC Form 1.  By agreeing to use solely 2011 historic data for the initial period, 
PNM avoids the difficulties and burdens associated with truing up a partial year.  Beginning June
1, 2013, PNM will include as inputs in the formula rate the actual costs reflected in its 2012 
FERC Form 1, plus capital additions for the calendar year 2013.  The following summarizes the 
inputs to be recovered under the PNM Formula Rate and the associated timing:

 March 2, 2013 through May 31, 2013 - Actual costs from the 2011 FERC Form 1.  No 
capital additions estimates will be included during this period.

 June 1, 2013 through May 31, 2014 - Actual costs from the 2012 FERC Form 1, plus 
projected capital additions for the calendar year 2013 (“2013 Projections”).  No true-up 
will be recovered during this period.

                                                
71 Id.

72 320 U.S.591 (1944).

73 262 U.S. 679 (1923). 

74 See Hevert Testimony, at pp. 37-38.

75 Id.
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 June 1, 2014 through May 31, 2015 – Actual costs from the 2013 FERC Form 1, plus 
projected capital addition costs for the calendar year 2014, plus true-up adjustment 
reflecting the difference between the 2013 Projections and the actual capital additions.

 Beginning on June 1, 2015 and each year thereafter – the inputs will be based on FERC 
Form 1 data for the previous year that becomes available in Mid-April, plus projected 
capital addition costs for the current calendar year, plus the true-up adjustment for the 
previous year.

For purposes of delineating the rate impact of the PNM Formula Rate, Mr. Edwards 
sponsors Exhibit No. PNM-10 to his testimony providing a detailed comparison of the rates 
resulting from the PNM Formula Rate filed in this proceeding as compared to both the Filed 
Rates and the Settled Rates.  As Mr. Edwards explains, because the Commission has yet to act on 
the Settlement Agreement, there are three sets of rates that must be compared to illustrate the 
impact of the instant filing.

Comparison between Filed 
Rates, Settled Rates and 

Rates from the PNM 
Formula Rate

Filed Rates Settled Rates
Rates from the

PNM Formula
Rate

ATRR $ 93.3 million $ 79.5 million $82.1 million

Rates under 

Schedule 7
$17,808,000 $13,507,200 $15,724,800

NITS Rates under Attachment 
H

$19,638,719 $ 16,728,781 $17,381,682

Rates under 

Contract P0695
$2,162,520 $1,300,560 $1,663,200

Rates under Service Schedule I 
of EPE GFA

$636,000 $482,400 $561,600

Mr. Edwards further computed a billing calculation for 2011 based on actual system loads for 
PNM and the NITS customers and calculated the allocation of the ATRR for three scenarios.  
The column entitled “Filed Rates” reflects the ATRR and the allocation of the ATRR to NITS 
customers and revenues that would be collected from the firm PTP transmission service 
customers at the rates in Schedule 7 to the PNM OATT.  The column entitled “Settled Rates” 
reflects the ATRR and revenues that would be collected using the same 2011 system loads and 
billing determinants for the Settled Rates.  The column entitled “Rates from the PNM Formula 
Rate” reflects the computation of the allocation of the ATRR and revenues that would be 
collected using the same 2011 system loads for billing determinants for the PNM Formula Rates 
included in this filing in Attachment H-1.
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VII. Revised OATT Sheets, Revised CT Sheets, and Revised GFA Sheets

To effectuate implementation of the PNM Formula Rate, PNM is submitting Revised 
OATT Sheets, Revised CT Sheets, and Revised GFA Sheets.76  The Revised OATT Sheets 
reflect the following modifications:

 The Table of Contents is being modified to reflect the addition of Attachments H-
1, H-2 and H-3 to the PNM OATT;

 Schedules 7 and 8 to the OATT are being revised to replace the stated rates for
firm and non-firm PTP service with reference to the PNM Formula Rate and a 
description of how those rates will be calculated in accordance with the PNM 
Formula Rate to determine rates for firm and non-firm PTP service; 

 Attachment H is being modified  to replace the stated ATRR and stated NITS rate 
with statements providing:  1) that the ATRR and the gross rate for NITS shall be 
derived pursuant to the PNM Formula in Attachment H-1; 2) that the ATRR and 
NITS rate will be implemented pursuant to the Implementation Protocols in 
Attachment H-2; 3) that the ATRR developed in accordance with the Attachment 
H-1 shall be effective until amended by PNM in accordance with the 
Implementation Protocols or modified by the Commission pursuant to a 
Commission order; and 4) that, for purposes of NITS, all load and capacity 
quantities used in developing the Network Load and PNM’s total load in 
calculating the Network Customer’s Load Ratio Share shall be adjusted to include 
the transmission capacity amount associated with applicable real power losses;

 Attachment H-1 is being added to include the Current Year Formula Rate; 
 Attachment H-2 is being added to set out the Implementation Protocols as 

described herein; and
 Attachment H-3 is being added to include the PNM Criteria to determine whether 

a facility is integrated into the PNM transmission system.

The Revised CT Sheets reflect the following modifications:

 Section A-3.3 of Service Schedule A is being revised to delete the cross reference 
to Section A-4.3 of Service Schedule A;

 Section A-4.3 of Service Schedule A is being modified to delete provisions 
referencing the rates for transmission service under the PNM OATT and replacing 
them with language providing that the provision of transmission or ancillary 
services shall be secured pursuant to the terms of the PNM OATT;

 Attachment A-1 Service Schedule A summarizing the menu of transmission and 
ancillary services and their attendant rates is being deleted; 

 Section B-3.2 of Service Schedule B is being revised to delete the cross reference 
to Section B-4.3 of Service Schedule B;

                                                
76 Because the Commission has not yet acted on the Settlement Agreement, all of the revised sheets in this 

filing compare the Filed Rates to the Rates from the PNM Formula Rate.
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 Section B-4.3 of Service Schedule B is being modified to delete provisions 
referencing the rates for transmission service under the PNM OATT and replacing 
them with language providing that the provision of transmission or ancillary 
services shall be secured pursuant to the terms of the PNM OATT; and 

 Attachment B-1 of Service Schedule B summarizing the menu of transmission 
and ancillary services and their attendant rates is being deleted.

The Revised GFA Sheets reflect the following modifications:

 Under Contract P0695, the rate for transmission service in Sections 8(b) and 
8(b)(iii)(1) is being modified from $2.65 kW-month to $2.34 kW-month;

 Under Contract P0695, Schedule 1 to First Revised Exhibit A is being modified to 
change the Seasonal Billing amounts for Winter Capacity and Summer Capacity;

 Under the EPE GFA, the rate for firm transmission service in Section 6.1 of 
Service Schedule I is being modified from $2.65 kW-month to $2.34 kW-month; 
and 

 Under the EPE GFA, the rate for interruptible transmission service in Section 6.2 
of Service Schedule I is being modified from $6.38 MWH to $3.21 MWH.

VIII. Requested Effective Date77

PNM respectfully requests that the Commission permit the OATT Revisions for filing 
effective March 2, 2013, without suspension or hearing.  The PNM Formula rate is fully 
supported by the attached testimony and is based on formula rates that the Commission has 
accepted in other proceedings.  This ruling would be consistent with several Commission orders 
that have approved formula rate filings without suspension or hearing. Consistent with this 
policy, the Commission has ordered minimal suspension periods in cases where transmission 
owners filed to move from stated transmission rates to formula transmission rates.78  

IX. Request for Waivers 

PNM requests waiver of Section 35.13 of the Commission’s regulations,79 including 
waiver of the full Period I and Period II data requirements and waiver of the requirement in 

                                                
77 18 C.F.R. § 35.13(b)(2) (2012).

78 See Idaho Power Co., 115 FERC ¶ 61,281 at P 30 (2006) (nominally suspending a proposed change from 
stated rates to a formula rate); Allegheny Power Sys. Operating Cos., 111 FERC ¶ 61,308 at P 51 (2005), 
reh’g denied, 115 FERC ¶ 61,156 (2006) (finding that circumstances warranting shorter suspension period 
exist where the Commission has encouraged utilities to move from stated to formula rates and where 
customers would also benefit); see also Commonwealth Edison Co., 119 FERC ¶ 61,238 at P 75 (2007); 
Trans Allegheny Interstate Line Co., 119 FERC ¶ 61,219 at P 94 (2007), Duquesne Light Co., 118 FERC ¶ 
61,087 at P 69 (2007); Mich. Elec. Transmission Co., 113 FERC ¶ 61,343 at P 30 (2005), order on reh’g, 
116 FERC ¶ 61,164 (2006).

79 18 C.F.R. § 35.13 (2012).
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Section 35.13(a)(2)(iv) to determine if and to the extent to which a proposed change constitutes a 
rate increase based on Period I-Period II rates and billing determinants.  The Commission 
generally grants requests for waiver for the full cost of service filing requirements prescribed by 
Section 35.13 in transmission formula rate cases.80  Waiver is particularly appropriate in this 
instance based on the reliance on PNM’s use of filed FERC Form No. 1 data and the fact that 
PNM is proposing a formula rate rather than a stated rate.  The abbreviated statements and 
testimony accompanying this filing, together with PNM’s publicly-available FERC Form No. 1 
will provide ample support for the justness and reasonableness of the PNM Formula.  

To the extent necessary, PNM respectfully requests that the Commission grant any other 
waivers necessary in connection with this filing.

X. Communications

All communication and correspondence with respect to this filing should be directed to:

David Zimmermann
Corporate Counsel
PNM Resources Inc.
414 Silver Ave., SW
Albuquerque, NM  87102
(t) 505-241-4659
(f) 505-241-2393
(e) David.Zimmermann@pnmresources.com

David Martin Connelly
Kristian M. Dahl
Julia D. English
McGuireWoods LLP
2001 K Street, NW, Suite 400
Washington, DC 20006
(t) 202-585-1717
(f) 202-828-2979
(e) dconnelly@mcguirewoods.com

                                                
80 See, e.g., Pioneer Transmission, LLC, 126 FERC ¶ 61,281, at P 125-126 (2009) (granting requested 

waivers of Section 35.13 of the Commission's regulations, including waiver of the full Period I and Period 
II data requirements and waiver of the requirement to determine if, and the extent to which, a proposed 
change constitutes a rate increase based on Period I and Period II  rates and billing determinants, as 
consistent with previous approvals of formula rates because the filing was to establish a formula rate using 
FERC Form No. 1 data, and, therefore, full Period I and II data were needed to evaluate the proposal), reh'g 
denied 130 FERC ¶ 61,044 (2009); Xcel Energy Services, Inc., 122 FERC ¶ 61,098 at PP 21, 75 (2008), 
order on reh'g 125 FERC ¶ 61,092 (2008); American Electric Power Service Corp., 120 FERC ¶ 61,205, at 
PP 9, 41 (2007), reh'g denied 121 FERC ¶ 61,245 (2007); Commonwealth Edison Co., 119 FERC ¶ 61,238,
at PP 92, 94 (2007); Allegheny Power System Operating Companies, 111 FERC ¶ 61,308, at P 56 (2005), 
reh'g denied 115 FERC ¶ 61,156 (2006).

mailto:David.Zimmermann@pnmresources.com
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XI. List of Documents Submitted with this Filing81

In accordance with the Commission’s eTariff regulations, PNM is submitting an XML 
filing package containing the following materials:

1. This transmittal letter;

2. Attachment A – Clean Revised OATT Sheets illustrating the proposed changes to the 
PNM OATT in both .rtf format for viewing in the Commission’s eTariff Viewer and 
.pdf format for eLibrary;

3. Attachment B – Redlined Revised Sheets illustrating the proposed changes to the 
PNM OATT in both .rtf format for viewing in the Commission’s eTariff Viewer and  
.pdf format for eLibrary;

4. Attachment C – Clean Revised CT Sheets illustrating the proposed changes to the 
Coordination Tariff in both .rtf format for viewing in the Commission’s eTariff 
Viewer and  .pdf format for eLibrary;

5. Attachment D – Redlined Revised CT Sheets illustrating the proposed changes to the 
Coordination Tariff in both .rtf format for viewing in the Commission’s eTariff 
Viewer and  .pdf format for eLibrary;

6. Attachment E – Clean Revised GFA Sheets illustrating the proposed changes to 
Contract P0695 in both .rtf format for viewing in the Commission’s eTariff Viewer 
and  .pdf format for eLibrary;

7. Attachment F – Redlined Revised GFA Sheets illustrating the proposed changes to 
Contract P0695 in both .rtf format for viewing in the Commission’s eTariff Viewer 
and  .pdf format for eLibrary;

8. Attachment G –  Clean Revised GFA Sheets illustrating the proposed changes to 
Service Schedule I of the EPE GFA in both .rtf format for viewing in the 
Commission’s eTariff Viewer and  .pdf format for eLibrary;

9. Attachment H – Redlined Revised GFA Sheets illustrating the proposed changes to 
Service Schedule I of the EPE GFA in both .rtf format for viewing in the 
Commission’s eTariff Viewer and  .pdf format for eLibrary;

10. Attachment I – List of Exhibits;

                                                
81 18 C.F.R. § 35.13(b)(1) (2012).
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11. Attachment J – Prepared Initial Testimony of Terry R. Horn, including associated 
exhibits;

12. Attachment K – Prepared Initial Testimony of Jeff R. Mechenbier, including 
associated exhibits;

13. Attachment L – Prepared Initial Testimony of Michael L. Edwards, including 
associated exhibits;

14. Attachment M – Prepared Initial Testimony of Henry Monroy, including associated
exhibits;

15. Attachment N – Prepared Initial Testimony of Robert B. Hevert, including associated
exhibits;

16. Attachment O – Attestation from a PNM Officer as to the accuracy of the data used in 
the filing pursuant to 18 C.F.R. § 35.13(d) (2012); and

17. Attachment P – List of Recipients. 

XII. Miscellaneous

The requirements to provide a brief description of the rate change and a statement of the 
reasons for the rate change are set out in this letter.82

There are no costs included with this filing that have been alleged or judged in any 
administrative or judicial proceeding to be illegal, duplicative, or unnecessary costs that are 
demonstrably the product of discriminatory employment practices.83

XIII. Persons on Whom this Filing is Being Served

The names and addresses of persons to whom a copy of the filing has been posted is 
attached to this filing in Attachment P.84  Copies of this filing will be served on PNM’s 
customers under its OATT, the NMPRC, and the New Mexico Attorney General’s office.  This 
filing will also be posted in conformance with the Commission’s regulations.85

                                                
82 18 C.F.R. §§ 35.13(b)(4)-(5) (2012).

83 18 C.F.R. § 35.13(b)(7) (2012).

84 18 C.F.R. § 35.13(b)(3) (2012).

85 18 C.F.R. § 35.2(e) (2012).
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XIV. Conclusion

PNM respectfully requests that the Commission accept its Formula Rate effective as of 
March 2, 2013, without suspension or hearing.

Thank you for your attention to this matter.  Please direct any questions concerning this 
submission to the undersigned.

Sincerely,

/s/ Michael L. Edwards

Michael L. Edwards
Director, Federal Regulatory Policy
Public Service Company of New Mexico 




