model staff report

The City, along with nine other cities served by Texas-New Mexico Power Company (“TNMP” or “Company”) is a member of a coalition referred to as TNMP Cities.  Since June, TNMP Cities' members have worked diligently with TNMP representatives and other intervenors to explore options to address TNMP's request to increase rates by $24.4 million (i.e. $18.2 million base rate increase plus $1.1 associated with carrying charges on TNMP's stranded cost balance plus $5.1 million related to Hurricane Ike costs) and to resolve other outstanding issues. The ordinance and tariffs (Attachment A to the Ordinance) reflect the agreement reached between all parties in PUC Docket No. 36025 to reduce TNMP's requested increase by almost 50% and ensure that the Company is able to provide safe and reliable electric service.  The Settlement Agreement (Attachment A to the Ordinance) provides rate certainty for customers,  favorable cost allocation to residential and lighting customers, reimburses the TNMP Cities for rate case expenses associated with the proceeding and avoids the necessity of costly litigation.  We recommend that TNMP Cities' members approve the Settlement Agreement.

Purpose of the Ordinance:


The purpose of the Ordinance is to endorse the Settlement Agreement between TNMP, the PUC Staff and intervenors regarding the Company's Supplemental Application and Statement of Intent to increase rates and to approve tariffs that implement the terms of the Settlement Agreement.  


Approval of the Ordinance will result in a $6.8 million, or 4.41%, base rate increase in TNMP's revenues.  It also includes recovery of $19.43 million in Hurricane Ike costs over 5 years and an annual increase of $1.1 million in carrying costs on TNMP's stranded cost balance.  Overall the Settlement Agreement results in a 48% reduction of the $24.4 million increase requested by TNMP in its Statement of Intent.    

Reasons Justifying Settlement:

During the time that the City has retained original jurisdiction in this case, consultants working on behalf of TNMP Cities' members have investigated the support for the Company's requested rate increase.  While the evidence does not support the $24.4 million increase requested by the Company, TNMP Cities' consultants agree that there is a reasonably high probability that the PUC would award an increase in excess of amounts agreed to in the settlement.

A contested case proceeding before the PUC on the Company's current application will take several months and cost ratepayers millions of dollars in rate case expenses and would not likely produce a request more favorable than that to be produced by the settlement.  The TNMP Cities' attorneys and experts recommend that TNMP Cities' members take action to approve the Settlement Agreement.  

Explanation of “Be It Ordained” Paragraphs:

1.
This section approves all findings in the Ordinance.


2.
This section adopts the Settlement Agreement in all respects and finds it to be just, reasonable and in the public interest.  


3.
This section adopts the attached Tariffs in all respects and finds the rates set pursuant to the attached Tariffs to be just, reasonable and in the public interest.  Note that only new tariffs or existing tariffs that are being revised are attached to the Ordinance.  Existing tariffs that are not being changed in any way are not attached to the Ordinance.   


4.
This section repeals any resolution or ordinance that is inconsistent with this Ordinance.


5.
This section finds that the meeting was conducted in compliance with the Texas Open Meetings Act, Texas Government Code, Chapter 551.


6.
This section is a savings clause, which provides that if any section(s) is later found to be unconstitutional or invalid, that finding shall not affect, impair or invalidate the remaining provisions of this Ordinance.  This section further directs that the remaining provisions of the Ordinance are to be interpreted as if the offending section or clause never existed.


7.
This section provides for an effective date upon passage.


8.
This section directs that a copy of the signed resolution be sent to a representative of the Company and legal counsel for TNMP Cities.
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