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GLOSSARY OF ACRONYMS AND DEFINED TERMS

Acronym/Defined Term

Meaning

2018 RPS Report

2020 RPS Rider

Commission
DG

ERCOT
ETA
FPPCAC
MWh

Next Plan Year
Plan Year
PPA

PUA

PUCT

QF

RCT

REA

REC
RPS

SPS’s 2018 Annual Renewable Energy Portfolio
Report

SPS’s proposed 2020 Renewable Portfolio
Standard Rate Rider

New Mexico Public Regulation Commission
Distributed Generation

Electric Reliability Council of Texas

Energy Transition Act

fuel and purchased power cost adjustment clause
megawatt-hour

SPS’s Filing for Plan Year 2021

SPS’s Filing for Plan Year 2020

Purchased Power Agreement

New Mexico Public Utility Act

Public Utility Commission of Texas
Qualifying Facility

Reasonable Cost Threshold

Renewable Energy Act (NMSA 1978, 8§ 62-16-1
to 62-16-10) (2019)

Renewable Energy Certificate

Renewable Portfolio Standard



Acronym/Defined Term

Meaning

RPS Plan or 2020 RPS
Plan

Rule 572
SPP

SPS

SunE

WREGIS

Xcel Energy

XES

SPS’s RPS Plan for 2020 Plan Year and 2021
Next Plan Year

Renewable Energy Rule (17.9.572 NMAC)
Southwest Power Pool, Inc.

Southwestern Public Service Company, a New
Mexico corporation

SunEdison, LLC

Western Renewable Energy Generation
Information System

Xcel Energy Inc.

Xcel Energy Services Inc.



Attachment
RMS-1

RMS-2

RMS-3

RMS-4

RMS-5(CD)

LIST OF ATTACHMENTS
Description
RPS Rule 572 “Road Map”

SPS’s Annual Renewable Energy Portfolio Report
for 2018

SPS’s 2019 Filing of the Annual Renewable Energy
Act Plan for 2020 Plan Year and 2021 Next Plan
Year

Revenue Requirement for 2020 Plan Year and 2021
Next Plan Year

Workpapers (Provided on CD)
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l. WITNESS IDENTIFICATION AND QUALIFICATIONS

Please state your name and business address.

My name is Ruth M. Sakya. My business address is 119 E. Marcy Street, Suite
202, Santa Fe, New Mexico 87501.

On whose behalf are you testifying in this proceeding?

| am filing testimony on behalf of Southwestern Public Service Company, a New
Mexico corporation (“SPS”) and wholly-owned electric utility subsidiary of Xcel
Energy Inc. (“Xcel Energy”).

By whom are you employed and in what position?

| am employed by SPS as Manager, Regulatory Administration.

Please briefly outline your responsibilities as Manager, Regulatory
Administration.

I am responsible for determining the appropriate regulatory policy for SPS. In
this role, | direct and prepare comments, testimony, and briefing materials for
policy matters impacting SPS and advocate on behalf of SPS and its customers
before the Southwest Power Pool, Inc. (“SPP”). Among my responsibilities are
SPS’s renewable energy matters before the New Mexico Public Regulation

Commission (“Commission™), including SPS’s annual renewable portfolio
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standard (“RPS”) plans and reports and cost recovery under the RPS Rider. In
carrying out my responsibilities regarding these renewable energy matters, | have
become familiar with the Commission’s Renewable Energy Rule' (“Rule 572"),
the Renewable Energy Act’ (“REA”), the Public Utility Act® (“PUA”), and other
statutes and Commission rules affecting renewable energy and ratemaking.

Please describe your educational background.

| graduated from the University of Wyoming in 1998 with a Bachelor of Science
degree in Finance and, in 2001, with a Master of Science degree in Finance, with
an emphasis in Regulatory Economics. | completed the coursework and
successfully passed the qualifying exams toward a Ph.D. in Public Affairs from
the University of Colorado, Denver.

Please describe your professional experience.

I began my career in 1999 as an intern with the Illinois Commerce Commission
and in 2000 joined the Public Utility Commission of Texas (“PUCT”) as a Senior
Policy Analyst. | have held various other positions, including Rate Analyst at a

multi-jurisdictional electric and gas utility, and Senior Analyst and then

1 17.9.572 NMAC (as revised April 2014).
2 1978 NMSA, §§ 62-16-1 through 62-16-10 (2019).
% 1978 NMSA, §§ 62-3-1 et seq (2019).
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Supervising Analyst with a consulting firm specializing in services to regulatory
agencies and municipal entities. In 2004, | accepted a position with Xcel Energy
Services Inc. (“XES”) as Senior Rate Analyst. In 2007, | accepted a position with
XES as Manager, Regulatory Policy. Beginning January 1, 2012, my position as
Manager, Regulatory Policy was transferred to SPS, where my job responsibilities
continued to be the same as they were since 2007. In April 2018, | became
Manager, Regulatory Administration.

Have you testified or filed testimony before any regulatory authorities?

Yes. | have filed testimony with the Commission, the PUCT, and the Colorado
Public Utilities Commission in numerous cases, including SPS’s prior RPS Plan
filings. | have also testified before each of these regulatory authorities regarding,

among other things, the topics discussed in this direct testimony.
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PURPOSE AND SUMMARY OF TESTIMONY AND
RECOMMENDATIONS

Q. What is the purpose of your testimony in this proceeding?

A. My testimony will:

describe the RPS requirements, including a summary of the amendments
to the REA effectuated by the Energy Transition Act (“ETA”);

provide an overview of SPS’s RPS requirements under the REA and Rule
572 as it applies to the amended REA” and of SPS’s filing for the 2020
Plan Year (“Plan Year”), in compliance with Rule 572.14, as well as the
2021 Next Plan Year (“Next Plan Year”) (the filing is referred to herein as
the “RPS Plan” or “2020 RPS Plan”);

acknowledge the separate filing of SPS’s 2018 Annual Renewable Energy
Portfolio Report (“2018 RPS Report”) in accordance with Rule 572.19;

present and support SPS’s requested variances from Rule 572 and certain
related provisions of prior Commission orders, which are inconsistent with
the REA as amended by the ETA;

present SPS’s RPS Plan, which includes SPS’s plan for the Plan Year,
including the information and analysis required by Rule 572, and, for
informational purposes, similar information for the Next Plan Year;

present SPS’s Plan Year and Next Plan Year projected costs and SPS’s
request to recover the Plan Year costs, including reconciliation of the 2018
RPS Rider, through SPS’s proposed 2020 RPS Rate Rider (“2020 RPS
Rider”) and SPS’s proposed Reconciliation Rider;

* Rule 572 has not yet been updated to reflect the ETA amendments to the REA and accordingly,
SPS has requested variances from these provisions of Rule 572. To the extent that SPS represents that it
complies with Rule 572, such representation refers to the sections not impacted by the ETA.
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e present SPS’s request to register and administer the Hale wind facility
Renewable Energy Certificates (“REC”), including the New Mexico-
allocated share of the RECs, with the Electric Reliability Council of Texas
(“ERCOT™);

e address SPS’s compliance with prior Commission orders; and

e present SPS’s requested approvals in this proceeding.

Why is SPS filing its RPS Plan on November 1, 20197

Following enactment of the ETA, SPS filed a Motion to Vacate the July 1, 2019
filing date and allowing SPS to file its 2020 REA Plan by November 1, 20109.
The Commission issued an order granting SPS’s motion on June 6, 2019.

Will the filing date impact any of SPS’s requested approvals?

Yes. Based on the November 1 filing date, the 2020 RPS Rider Rate is not
expected to be approved and effective until May 1, 2020.

Please summarize SPS’s RPS compliance status for the Plan Year, the Next
Plan Year, and going forward.

SPS has effectively pursued construction and procurement of renewable resources
even before the passage of the ETA, and has sufficient renewable resources to
meet its obligations for the Plan Year and Next Plan Year. SPS does not need to

add resources to meet its 20 percent RPS requirement.
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Looking further ahead, however, SPS will need to start planning for its

2025 requirements and beyond, and such planning cannot wait until 2024. While

SPS will need to add incremental system resources over time, several potential

options exist within SPS’s system which may provide timely and reliable

resources to meet requirements in that timeframe.

Please summarize the conclusions reached in your testimony.

SPS presents its RPS Plan in compliance with the REA and Rule 572.

Specifically:

SPS’s RPS Plan discusses the continuation of previously-approved
renewable resources and programs and that no additional renewable
resource acquisitions are presented because SPS has sufficient resources to
meet its 2020 RPS compliance obligations.

The 2020 projected costs are reasonable and consistent with prior
Commission orders.

The request to register and administer the RECs generated from the Hale
wind facility is reasonable and in the public interest.

SPS has complied with all prior Commission directives in SPS’s RPS
filings in so far as those directives do not conflict with the REA as
amended by the ETA.

SPS’s RPS Plan is consistent the goals and intent of the REA and Rule

572 and in the public interest. Accordingly, the RPS Plan and the 2020 RPS

Rider should be approved.
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Q. Please identify the other SPS witnesses in this case and briefly describe the
areas covered in their respective testimonies.

A. SPS is presenting the following witnesses:

Mr. Ben R. Elsey: provides SPS’s projected RPS compliance position for
each of the years 2020 through 2025 (the next year in which the RPS
requirement increases) and demonstrates that based on SPS’s current
projections, SPS can meet the 20 percent RPS requirement through 2024.
Mr. Richard M. Luth: presents the 2020 RPS Rider rate, including the
rate for the reconciliation of the 2018 RPS Rider. In addition, Mr. Luth
presents the calculation of the amounts above the 2019 large customer cap,
to be returned in 2020, and included in the 2020 revenue requirement.

Q. Were Attachments RMS-1 through RMS-4 and certain workpapers
contained in Attachment RMS-5(CD) prepared by you or under your direct
supervision and control?

A Yes.

Q. Are the referenced documents included in Attachment RMS-5(CD) true and

correct copies of the referenced documents?

A. Yes.
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1. OVERVIEW OF THE REA AND RULE 572

Have there been any changes to the New Mexico renewable energy
requirements under the REA?

Yes. The New Mexico legislature enacted Senate Bill 489, the ETA, during the
2019 legislative session. Senate Bill 489 was signed into law by the Governor on
March 22, 2019. The bill became effective on June 14, 2019. Among other
changes, the ETA significantly increased the RPS requirements and added a zero
carbon standard (62-16-4(A)), removed the large customer cap (which
significantly increased SPS’s overall RPS requirement) (62-16-4(A)(2)),
eliminated the diversity requirements (62-16-4(A)(4)), modified the Reasonable
Cost Threshold (“RCT”) (62-16-4(C)); and mandated that all renewable energy
purchased by a retail customer through an approved voluntary program shall not
be used to determine the RPS requirements and shall not be subject to charges by
the public utility to recover costs of complying with the RPS requirements (62-16-
7(B)(2) and (3)) .

Please describe the renewable energy requirements under the REA.

Section 62-16-4(A) of the REA establishes the following renewable energy

requirements, as a percentage of New Mexico retail sales, for SPS and other
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investor-owned utilities in New Mexico: (i) 15 percent by 2015; (ii) 20 percent
by 2020; (iii) 40 percent by 2025; (iv) 50 percent by 2030; and (v) 80 percent by
2040. In addition, no later than 2045, zero carbon resources shall supply one 100
percent of all retail sales of electricity in New Mexico. Ultilities are required to
make reasonable and consistent progress over time toward meeting these
requirements.

Does the REA provide guidance to the Commission regarding administration

of the REA?

Yes. Renewable resource acquisitions under the REA must: (i) maintain and
protect the safety, reliable operation, and balancing of loads and resources on the
electric system; and (ii) prevent unreasonable impacts to customer electricity bills,
while taking into consideration the economic and environmental costs and
benefits of renewable energy resources and zero carbon resources.

Specifically, what cost limitations does the REA include regarding a utility’s
proposed acquisition of renewable resources to meet the RPS?

Section 62-16-4(E) of the REA provides an RCT; whereby, if a public utility finds
that if in any given year the cost of renewable energy that would need to be

procured or generated for purposes of compliance with the RPS would be greater

9
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than the RCT, the public utility is not required to incur that cost. In effect, the
RCT is a benchmark that balances the: (i) interests of customers to be protected
from undue cost increases caused by the RPS; against (ii) potential benefits of the
renewable resources.

How is the RCT defined?

Under the REA, the RCT is defined as the average annual levelized cost of sixty
dollars per megawatt-hour (“MWh”) at the point of interconnection of the
renewable energy resource with the transmission system, adjusted for inflation
after 2020. As I will discuss, because SPS is able to meet both the Plan Year and
Next Plan Year RPS requirements with its existing resources, a resource
comparison against the RCT is unnecessary is at this time.

Does the RPS Plan meet the 2020 requirement of 20 percent of New Mexico
retail sales?
Yes. The 2020 RPS Plan demonstrates that SPS will meet the overall RPS
requirement of 20 percent of New Mexico retail sales, as required by the REA.

As it relates to the specific data and analysis requirements of Rule 572,
please refer to Attachment RMS-1, which: (1) provides an outline of the Rule

572 requirements; and (2) identifies where in the 2020 RPS Plan the requirements

10
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are addressed. In addition, Mr. Luth sponsors or co-sponsors the following
sections of the 2020 RPS Plan: Plan Section I1(C), as well as Appendices B and
C, and Mr. Elsey co-sponsors Plan Sections I1(A), 11(B), and 1I(E).

Finally, SPS has served all parties required by Rule 572.14(D) and posted
a copy of the filing on its website as required by Rule 572.14(D) at:

https://www.xcelenergy.com/company/rates_and_regulations/filings/new_me
xico_renewable_porfolio_standard.

Did SPS comply with all requirements for its 2018 RPS Report as set forth in
Rule 57272
Yes. SPS has separately filed its RPS Report for 2018. For ease of reference, |

have provided a copy as Attachment RMS-2.

11
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V. REQUESTED VARIANCES AND REQUESTED RELIEF

What do you discuss in this section of your testimony?

In this section of my testimony, | discuss SPS’s requested variances from Rule
572. Although the REA has been amended through the ETA, Rule 572 has not
yet been updated to reflect the changes. Accordingly, SPS requests variances
from certain provisions of Rule 572.

I also discuss SPS’s request to be relieved of certain obligations under
prior Commission orders that are also no longer applicable given the amendments
to the REA.

Specifically, SPS requests variances related to the: (i) calculation and
application of a large customer cap reduction; (ii) calculation of the RCT; and (iii)

diversity requirements.

Variance Requests

What does Rule 572 require in relation to variance requests?
Rule 572.21 requires a utility to perform the following:

A. identify the section of this rule for which the exemption or variance is
requested;

B. describe the situation that necessitates the exemption or variance;

C. set out the effect of complying with this rule on the public utility and its
customers if the exemption or variance is not granted,;

12
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define the result the request will have if granted;

state how the exemption or variance will be consistent with the purposes
of this rule;

state why no other reasonable alternative is preferable; and

state why the proposed alternative is in the public interest.

Q. Please briefly list SPS’s requested variances.

A SPS requests the following variances:

1.

Large customer adjustment. Rule 572.10 and 14(B)(1) and (3), relate to
calculation of the RPS requirement and include a reduction to the overall
energy sales for the large customer adjustment (see Section 7 (L) and
(M)). Because this adjustment has been removed from the REA, SPS
requests a variance from reducing its overall RPS requirement by the large
customer adjustment.

RCT calculation. Rule 572.14(C), details the calculation of the Plan Year
revenue requirement, particularly the determination of the RCT.
However, the RCT has been specifically defined by the ETA in a manner
that is different than that of Rule 572. Accordingly, the calculation
required by Rule 572 is inconsistent with the REA and SPS requests a
variance from providing this calculation.

Diversity requirements. Rule 572.11 defines a diverse RPS portfolio.
However, the REA was amended to remove the diversity requirements.

Q. Why is SPS requesting a variance from these sections of Rule 572?

A As | mentioned earlier, these provisions of Rule 572 are inconsistent with the

amendments made to the REA pursuant to the ETA.

13
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How would complying with these provisions of Rule 572 impact SPS and its
customers if the variance is not granted?

These provisions of Rule 572 are inconsistent with the amended REA, and if the
variance requests are not granted, SPS’s REA Plan would not be consistent with
the REA as amended by the ETA and would risk violating the REA.

What would be the result if the variance requests are granted?

SPS’s RPS Plan would be consistent with the policy and legal determinations
made by the State as set forth in the REA.

Please state how the variances will be consistent with the purposes of Rule
572.

The purpose of Rule 572 is to implement the REA. To the extent Rule 572 has
not yet been updated to implement the amendments to the REA, the appropriate
course of action is to grant SPS’s variance requests.

Why is no other reasonable alternative preferable?

Until Rule 572 is revised consistent with the amended REA, no other option will

allow SPS to follow the policy and legal directives established by the REA.

14
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Why is the proposed alternative in the public interest?
The REA has been defined as a policy of meeting the public interest. Thus,
granting variances which enable SPS to apply the provisions of the REA as

amended is in the public interest.

Requested Relief From Prior Commission Orders

Q. Are there any corresponding Commission orders which SPS requests to be
relieved from as a result of the amendments to the REA?

A. Yes. Similar to the requested variances, these provisions relate to the: (i)
application of a large customer adjustment; (ii) calculation of the RCT under the
existing Rule 572 methodology; and (iii) evaluation of diverse resource potential.

Q. Did the Commission require SPS to take any action in Case No. 13-00222-UT
related to the application of a large customer adjustment?

A. Yes. The 2013 Final Order’ required, in part that: (i) commencing with the 2015
Plan Year, SPS must apply the large customer adjustment pursuant to Rule 572 in

effect as of the date of the RPS filing; and (ii) SPS shall not make further

® See Case No. 13-00222-UT, In the Matter of Southwestern Public Service Company’s

Application Regarding: (1) Its 2012 Annual Renewable Portfolio Report; (2) Its 2013 Annual Renewable
Energy Portfolio Procurement Plan; and (3) Associated Requests for Waivers, Clarification and Relief,,
Final Order Partially Adopting Recommended Decision (December 18, 2013), Finding of Fact Paragraph
No. 7.

15
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procurements until its surplus RECs are retired against its RPS requirement or
explicitly authorized to expire by the Commission.

As | mentioned earlier, the REA has been amended to remove the large
customer adjustment. Therefore, SPS requests a permanent variance from this
requirement.

As it relates to the second provision, regarding future provisions, the REA
was also amended and provides that a utility be allowed to make progress toward
meeting the increased goals. Although SPS is not seeking resource acquisitions in
the proceeding, it is likely to do so in future proceedings, and this requirement is
contrary to the REA and should be lifted.

Are there any other Commission orders related to the large customer cap
adjustment?

Yes. In Case No. 18-00201-UT, the Commission examined the issue as to
whether all of SPS’s RPS-related costs should be recovered through the RPS
Rider or through a combination of the RPS Rider and the fuel and purchased
power cost adjustment clause (“FPPCAC”). The issue at hand was whether the
large customer cap was accurately being calculated and applied. In the Final

Order, the Commission determined that “it is reasonable to allow SPS to continue

16
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its dual method of recovery until SPS is no longer procuring RECs beyond its
RPS compliance requirement in a plan year. This should occur no later than plan
year 2025, following the expiration on December 30, 2024 of SPS’s Caprock
PPA”.°

SPS requests a permanent variance from this obligation because the large
customer cap has been removed from the REA; therefore, this provision of the

Commission’s Final Order is no longer applicable.

® See Case No. 18-00201-UT, In the Matter of Southwestern Public Service Company’s
Application Requesting: (1) Acknowledgment of its filing of the 2017 Annual Renewable Energy Portfolio
Report; (2) Approval of its Annual Renewable Energy Portfolio Procurement Plan for Plan Year 2019; (3)
Approval of the Proposed Rate for its 2019 Renewable Portfolio Standard Rider; (4) Approval of its
Proposed Treatment of Renewable Energy Certificates Associated with the Sagamore and Hale Wind
Facilities; and (5) Other Associated Relief, Final Order Adopting Recommended Decision (December 12,
2018), Ordering Paragraph 14.

17
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Q. Is SPS under a continuing obligation to comply with any Commission orders
related to diversity?

A. Yes. The Final Orders in Case Nos. 04-00334-UT, 05-00354-UT, and
06-00360-UT’ require SPS to evaluate non-wind renewable resources available in
SPS’s service area until the Commission determines that SPS’s renewable energy
portfolio satisfies the diversity requirement of the REA. However, because the
REA was amended to remove the diversity requirements, SPS requests that this

requirement be eliminated.

T Case No. 04-00334-UT, In the Matter of Southwestern Public Service Company’s 2003 Annual
Portfolio Report and 2004 Annual Portfolio Procurement Plan Pursuant to the Renewable Energy Act
(Laws 2004, Chapter 65), Final Order (Dec. 21, 2004); Case No. 05-00354-UT, In the Matter of
Southwestern Public Service Company’s Annual Renewable Energy Portfolio Report for 2004, its
Application for Approval of the 2005 Annual Renewable Energy Portfolio Plan, and its Evaluation of
Non-Wind Renewable Resources Available in its Area, Final Order Approving Recommended Decision
(Dec. 20, 2005); and Case No. 06-00360-UT, In the Matter of Southwestern Public Service Company’s
Annual Renewable Portfolio Report for 2005, its Application for Approval of the 2006 Annual Renewable
Energy Portfolio Plan, and its Evaluation of Non-Wind Resources Available in its Area, Final Order
Approving Recommended Decision (Dec. 21, 2006).

18
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V. SPS’s 2020 RPS PLAN

What do you discuss in this section of your testimony?

In accordance with Rule 572.14, | present SPS’s calculation of its Plan Year and
Next Plan Year RPS compliance requirements and discuss SPS’s Plan Year and
Next Plan Year compliance with the overall RPS renewable energy requirement.
The RPS Plan is Attachment RMS-3 to my testimony.

Please describe SPS’s RPS Plan.

Consistent with Rule 572, the RPS Plan contains the following: (1) a description
and schedule demonstrating that SPS will acquire sufficient renewable resources
to satisfy its overall RPS requirement for the Plan Year and Next Plan Year; (2) a
description of SPS’s proposed mechanism for cost recovery of its 2020 renewable
energy and other RPS-related costs; and (3) a comparison of the RPS Plan to the
Integrated Resource Plan.

Is SPS proposing any new procurements of additional renewable resources
for the Plan Year?

No. As discussed in more detail later in my testimony, SPS has sufficient

renewable resources (including banked RECs) to meet the overall Plan Year and

19
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Next Plan Year RPS requirements (see Attachment RMS-3, Appendix A).
Accordingly, Rule 572.14(B)(8) and (9) are not applicable to this filing.

As it relates to diversity requirements, SPS is requesting a variance from
the diversity requirements. | discussed this request earlier in my testimony.

At the same time, as Mr. Elsey discusses, while SPS does not need to add
resources to meet its 20 percent RPS requirement, SPS will need to start planning
for its 2025 requirements and beyond, and such planning cannot wait 2024.
While SPS will need to add incremental system resources over time, several
potential options exist within SPS’s system which may provide timely and
reliable resources to meet future requirements.

Please elaborate on potential options within the SPS system.

First, as a result of the ETA and the increased RPS requirements, it may be
desirable for SPS’s New Mexico retail customers to purchase the Texas-allocation
of the Roswell and Chaves solar Purchased Power Agreements (“PPA™)®.
Originally approved by the Commission in Case No. 15-00083-UT as an

economic system resource, SPS has not been using the Roswell and Chaves solar

8 SPS would also need to purchase the RECs associated with the energy.
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PPAs to meet its RPS requirements. Instead, SPS has been allocating the PPAS
among its three jurisdictions through its respective fuel mechanisms.

Recently, in PUCT Docket No. 48973, the Texas Administrative Law
Judges assigned to the case issued a proposal for decision, which, if adopted by
the PUCT, would disallow recovery of SPS’s Texas-allocated recovery of these
costs. In Case No. 15-00083-UT, SPS, in response to questioning by the Hearing
Examiner, indicated that if Texas disallowed the PPAs, it would not try to seek
recovery of those costs from New Mexico. However, as a result of changes in
circumstances in New Mexico, particularly the amendments to the REA, SPS and
the Commission may wish to consider these resources as desirable options for
inclusion in SPS’s RPS portfolio for a number of reasons, including:

e Location — the Roswell and Chaves solar facilities are located within
SPS’s New Mexico service area, providing economic development and
other monetary and environmental benefits;

e Resource diversity — although the REA does not require a diverse
portfolio, the diversity of resources is a factor to be considered when
evaluating resources (see 62-16-4(F)(2)); and

e Timing — as Mr. Elsey discusses, acquiring new renewable resources will
likely take between 3 and 4 years, while the Roswell and Chaves solar

facilities are already installed and operational, which would enable SPS to
begin banking RECs to meet its future increased RPS requirements.
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There may also be other potential benefits including capacity benefits and
relative cost savings compared to other RPS resource options, which would need
to be examined more fully if the Commission were interested in SPS pursuing
such an option.

Are there other potential options that might also be explored by SPS or the
Commission?

Yes. Consideration might also be given to purchasing the Texas and/or wholesale
allocation of the Sagamore and/or Hale wind facilities. Finally, as a short-term
bridge solution, it may make economic sense to purchase the New Mexico retail
allocation RECs associated with existing renewable energy PPAs, including the

Roswell and Chaves solar PPAs and the Roosevelt wind PPA.°

Plan Year and Next Plan Year RPS Requirements

What are SPS’s Plan Year and Next Plan Year RPS requirements?
The REA and Rule 572.10 require SPS to supply no less than 20 percent of SPS’s
New Mexico retail energy sales by renewable energy, for the Plan Year and Next

Plan Year. See Rule 572.10(B)(3). Based on SPS’s projected Plan Year and Next

® Consistent with the discussion beginning on page 20, above, a further step would be for New

Mexico to acquire what has been the Texas-allocation portion of the Roswell and Chaves solar PPAs and
the associated RECs.
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Plan Year New Mexico retail sales, SPS’s overall RPS requirement for the Plan
Year and Next Plan Year are 1,880,714 MWh and 2,179,540 MWHh, respectively.
See Appendix A to the Plan.

Plan Year

What renewable resources does SPS expect to use to meet its Plan Year RPS
requirements?

In the Plan Year, SPS will continue to purchase both energy and RECs from the:
(1) Caprock Wind LP; and (2) San Juan Mesa Wind Project LLC wind facilities.'
SPS also estimates that it will purchase approximately 90,460 MWh and 13,364
MWh of energy and RECs through the SunEdison, LLP (“SunE”) PPAs and its
Distributed Generation (“DG”) programs, respectively. In addition, consistent

with the Commission’s Final Order in Case No. 18-00201-UT, SPS will apply the

10 sps will be filing an application before the Commission to use the Mesalands Qualifying

Facility (“QF”) energy and RECs for the Windsource program during the Plan Year. In the Next Plan
Year, SPS expects to receive wind RECs from the Mesalands as it will no longer be used in SPS’s
voluntary program. Since Mesalands is a QF and does not have a long-term contract with SPS, it is not
included in any forecast for wind RECs in this case.
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New Mexico energy allocation of the Hale wind facility RECs to its overall RPS

compliance obligations.**

11 See Case No. 18-00201-UT, In the Matter of Southwestern Public Service Company’s

Application Requesting: (1) Acknowledgment of its filing of the 2017 Annual Renewable Energy Portfolio
Report; (2) Approval of its Annual Renewable Energy Portfolio Procurement Plan for Plan Year 2019; (3)
Approval of the Proposed Rate for its 2019 Renewable Portfolio Standard Rider; (4) Approval of its
Proposed Treatment of Renewable Energy Certificates Associated with the Sagamore and Hale Wind
Facilities; and (5) Other Associated Relief, Final Order Adopting Recommended Decision (December 12,
2018), Ordering Paragraph 22 “the Commission finds that SPS should be authorized to (i) retire the RECs
associated with the Sagamore and Hale wind facilities for RPS compliance as needed”.
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Does SPS project that it will meet the 20 percent overall RPS requirement
for the Plan Year?

Yes. SPS will have sufficient RECs to meet its Plan Year renewable energy
requirement. SPS expects to retire a combination of banked wind RECs and

wind, solar, and DG RECs generated in the Plan Year.

Next Plan Year

Please describe the compliance requirements for the Next Plan Year.

In the Next Plan Year, SPS’s projects its overall RPS requirement to be 2,179,540
MWh (see Attachment RMS-3, Appendix A).

What renewable resources does SPS expect to use to meet its Next Plan Year
requirements?

Similar to the Plan Year, in the Next Plan Year, SPS expects to continue to
purchase both energy and RECs from the: (1) Caprock Wind LP; and (2) San Juan
Mesa Wind Project LLC wind facilities. Additionally, SPS expects to purchase
additional wind RECs from the Mesalands QF in the Next Plan Year, as well as
energy and RECs through the SunE PPAs and its DG programs, respectively. In
addition, SPS will apply the New Mexico energy allocation of both the Hale and

Sagamore wind facilities” RECs to its overall RPS compliance obligations.
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Does SPS project that it will meet its 20 percent overall RPS requirements in
the Next Plan Year?

Yes. SPS will have sufficient RECs to meet its Next Plan Year renewable energy
requirement. SPS expects to retire banked wind RECs, as well as wind, solar, and

DG RECs generated during that year for compliance with the RPS requirements.

Other Rule 572 Requirements

Is the RPS Plan in the public interest?
Yes. SPS’s RPS Plan balances New Mexico’s goals for renewable energy
development, not only as a whole, but also through the use of diverse renewable

generation sources.
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VI. PROJECTED COSTS AND RECOVERY

Plan Year and Next Plan Year Costs

Please describe SPS’s Plan Year and Next Plan Year RPS-related costs.
In the Plan Year and Next Plan Year, SPS expects to incur costs for the following
items:

1. Wind energy costs from the San Juan, Caprock, and Mesalands wind
facility PPAs. These costs are allocated among SPS’s three jurisdictions
and recovered through SPS’s FPPCAC. In the Plan Year, SPS has
proposed to use the Mesalands output during the Plan Year for the
Windsource program, the energy (KWh) and costs are both excluded. In
the Next Plan Year, because Mesalands is a QF without a firm PPA, no
costs have been estimated.

2. Wind REC costs from the San Juan and Caprock wind facilities. These
costs are directly assigned to SPS’s New Mexico retail jurisdiction and
recovered through the RPS Rider.

3. Solar economic energy costs from the SunE PPAs. These costs are
allocated among SPS’s three jurisdictions and recovered through fuel.

4. Solar uneconomic energy costs from the SunkE PPAs. These costs are
directly assigned to SPS’s New Mexico retail jurisdiction and recovered
through the RPS Rider.

5. Solar RECs from the SunE PPAs. These costs are directly assigned to
SPS’s New Mexico retail jurisdiction and recovered through the RPS
Rider.

6. DG program and administrative costs. These costs are directly assigned to

SPS’s New Mexico retail jurisdiction and recovered through the RPS
Rider.
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7. Western Renewable Energy Generation Information System (“WREGIS”)
costs. These costs are directly assigned to SPS’s New Mexico retail
jurisdiction and recovered through the RPS Rider.

8. Refunds to Qualifying Large Customers for amounts paid in excess of the
REA caps. These costs are directly assigned to SPS’s New Mexico retail
jurisdiction and recovered through the RPS Rider. Mr. Luth discusses
these costs in more detail in his testimony.

9. Hale and Sagamore wind facility costs. These costs and offsetting
production tax credits are allocated among SPS’s three jurisdictions in
base rates and fuel.

Q. What are the Plan Year and Next Plan Year estimated costs?

A. The Plan Year and Next Plan Year cost estimates, both for economic energy and
incremental RPS costs,'? are summarized in Attachment RMS-3, Appendix B. In
total, projected Plan Year renewable energy costs are $65,801,403 (total
company) and projected Next Plan Year costs are $120,740,075 (total company)
(pages 1 and 2, respectively, column A, line 23). Of the total, $35,155,066 (Plan
Year) and $59,129,271 (Next Plan Year) are assigned to New Mexico retail
customers (pages 1 and 2, respectively, column G, line 23). Of the amount

assigned to New Mexico retail customers, $(18,511,546) will be recovered

12 |ncremental RPS costs include: wind and solar REC costs, uneconomic energy costs under the
SunE PPAs, DG incentives and administration costs, WREGIS registration costs, and costs in excess of the
Large Customer Cap.
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through fuel (page 1, column E, line 23), $38,436,479 will be recovered through
base rates (page 1, column C, line 23), and $15,230,133 (page 1, column F, line
23) through the RPS Rider for the Plan Year. In the Next Plan Year,
$(53,009,728) will be recovered through fuel (page 1, column E, line 23),
$98,520,828 (page 2, column C, line 23) will be recovered through base rates, and
$13,618,171 (page 2, column F, line 23) through the RPS Rider.
How were the Plan Year and Next Plan Year costs estimated?
The Plan Year and Next Plan Year costs, for each of the components described
above, were projected as follows (the detailed calculations are provided in
Attachment RMS-3, Appendix C):

1. Wind Energy Costs: Projected MWh production multiplied by the

applicable year contract costs less the Commission-established wind REC
price (currently, $1.35/MWh for San Juan and Caprock) (lines 1-3);

2. Wind RECs: Projected MWh production, less wholesale transfers,
multiplied by the Commission-established wind REC price (currently,
$1.35/MWh for San Juan and Caprock) (lines 4-6);

3. Hale and Sagamore (owned) Wind Facility Costs: Projected MWh
production multiplied by the estimated net costs (lines 7-9);

4. Solar Economic Energy: Projected MWh production multiplied by the
economic costs on a $/MWh basis (as a part of the total applicable year
contract costs) (line 11);
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5. Solar Uneconomic Energy: Projected MWh production multiplied by the
uneconomic costs on a $/MWh basis (as a part of the total applicable year
contract costs) (line 12);

6. Solar RECs: Projected MWh production multiplied by the
Commission-established solar REC price (currently, $10.00/MWh) (line
13);

7. DG Expenses: Currently-installed DG program production, adjusted for
annual degradation, multiplied by applicable incentive payments (line 15);

8. WREGIS: Plan Year and Next Plan Year transactions multiplied by cost
per transactions (line 16); and

9. Qualifying Large Customer Cap Refunds: Projected refunds due to large
customers for prior-year billings in excess of 2 percent of the customer’s
total base rate revenue (see Mr. Luth’s direct testimony for more detail
regarding this calculation) (line 17).

Other Costs

Please describe the other costs included in the 2020 RPS Rider revenue
requirement.
Consistent with prior Commission approvals, the following costs have also been
included:

e reconciliation of the 2018 RPS Rider and associated interest;

e 2019 costs charged in excess of the large customer cap (see Mr. Luth’s
testimony);

e annual amortizations of the 2013 REC Tracker balance and associated
interest; and
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e return of REC sales margins.

Cost Recovery Standards

What are the standards for RPS-related cost recovery?

Section 62-16-6A of the REA provides that:
“a public utility that procures or generates renewable energy shall
recover, through the rate-making process, the reasonable costs of
complying with the renewable portfolio standard. Costs that are

consistent with commission approval of procurement plans or
transitional procurement plans shall be deemed to be reasonable.”

Are the costs you described above incurred consistent with the Commission’s
prior approvals?
Yes. The costs incurred are based on Commission-approved RPS Plans from

prior SPS RPS cases.

Cost Recovery

How will the Plan Year and Next Plan Year costs be recovered?

The costs will be recovered through a combination of base rates, fuel, and the
RPS Rider. Specifically, economic wind and solar energy costs from the PPAs
and owned facilities will be allocated among and collected from SPS’s New

Mexico retail, Texas retail, and FERC customers on a proportional basis through
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base rates and the FPPCAC. The remaining costs will be collected through SPS’s
Plan Year and Next Plan Year RPS Riders.

Q. Does SPS currently have an RPS Rider in effect?

A Yes. In Case No. 12-00350-UT the Commission approved SPS’s RPS Rider and
authorized recovery of costs for calendar year 2014. In each subsequent annual
RPS filing, the Commission approved SPS’s annual RPS Rider revenue

requirements, resulting rates, and cost recovery.”®* Similarly, in this case, | have

13 See Case No. 17-00161-UT, In the Matter of Southwestern Public Service Company’s

Application Requesting: (1) Acknowledgement of its Filing of its 2016 Annual Renewable Portfolio
Report; (2) Approval of its Annual Renewable Energy Portfolio Procurement Plan for Plan Year 2018; (3)
Approval of the Proposed Rate for its 2018 Renewable Portfolio Standard Rider; (4) Approval of Variance
from Requirements of Rule 572.14(C)(1) NMAC; and (5) Other Associated Relief, Final Order Adopting
Recommended Decision (Dec. 13, 2017); Case No. 16-00183-UT, In the Matter of Southwestern Public
Service Company’s Application Requesting: (1) Acknowledgement of its Filing of its 2015 Annual
Renewable Portfolio Report; (2) Approval of its Annual Renewable Energy Portfolio Procurement Plan for
Plan Year 2017; (3) Approval of the Proposed Rate for its 2017 Renewable Portfolio Standard Rider; (4)
Approval of its Proposal to Calculate the Avoided Energy Related to the SunEdison, LLC Purchased Power
Agreements; and (5) Other Associated Relief, Final Order Adopting Recommended Decision (Dec. 14,
2016); Case No. 15-00208-UT, In the Matter of Southwestern Public Service Company’s Application
Requesting: (1) Acceptance of its 2014 Annual Renewable Portfolio Report; (2) Approval of its Annual
Renewable Energy Portfolio Procurement Plan for 2016; and (3) Other Associated Relief, Final Order
(Dec. 16, 2015); and Case No. 14-00198-UT, In the Matter of Southwestern Public Service Company’s
Application Requesting: (1) Acceptance of its 2013 Annual Renewable Portfolio Report; (2) Approval of its
Annual Renewable Energy Portfolio Procurement Plan for 2015; and (3) Other Associated Relief, Final
Order (Dec. 10, 2014); See Case No. 18-00201-UT, In the Matter of Southwestern Public Service
Company’s Application Requesting: (1) Acknowledgment of its filing of the 2017 Annual Renewable
Energy Portfolio Report; (2) Approval of its Annual Renewable Energy Portfolio Procurement Plan for
Plan Year 2019; (3) Approval of the Proposed Rate for its 2019 Renewable Portfolio Standard Rider; (4)
Approval of its Proposed Treatment of Renewable Energy Certificates Associated with the Sagamore and
Hale Wind Facilities; and (5) Other Associated Relief, Final Order Adopting Recommended Decision
(December 12, 2018).
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prepared a 2020 RPS Rider revenue requirement and Mr. Luth provides the
resulting rates. | have provided an estimated 2021 revenue requirement for
informational purposes. SPS will present its 2021 RPS Rider revenue
requirement, for Commission approval, in its next RPS filing (to be filed by July
1, 2020).

What is SPS’s 2020 RPS Rider revenue requirement?

As detailed in Attachment RMS-4, page 1, SPS’s total proposed 2020 revenue
requirement is approximately $12.9 million (column B, line 16). In addition to
the 2020 projected costs of $13.8 million (column B, lines 8-14), SPS is
continuing to amortize previously deferred balances of its 2013 REC Tracker
(column B, lines 5 and 6) and is returning the proceeds of REC sales margins
from historic vintage sales (column B, line 7). Finally, the 2020 revenue
requirement is reduced by the reconciliation of the 2018 RPS Rider and an
estimate of 2019 RPS Rider charges in excess of the large customer cap (column

B, line 4).
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Did the Commission authorize SPS to recover previously deferred balances
of its REC Trackers through the RPS Rider?

Yes. In Case No. 16-00183-UT, the Commission approved the 2017 RPS Rider,
which included the 2013 REC Tracker reconciliation balance with interest.

Has SPS determined the 2020 RPS Rider rate?

Yes. Using the 2020 RPS Rider revenue requirement, Mr. Luth calculates the
2020 RPS Rider rates. The calculations are presented by Mr. Luth in his direct

testimony.

2018 RPS Rider Reconciliation

Please describe the 2018 RPS Rider reconciliation.

Please refer to Appendix E of Attachment RMS-2 for the detailed reconciliation.
The 2018 RPS Rider included not only a projection of 2018 RPS costs (column A,
lines 8-14), but recovery of Commission-approved uncollected costs which had
been deferred and placed into regulatory assets. The prior period costs had been
deferred over several years, and thus the costs were amortized to mitigate
customer bill impacts (column A, lines 1-7) (i.e., only a portion of the deferred

costs was collected in prior years).
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Because the costs were projected, it was first necessary to determine the
actual costs, which are presented in column B. The difference between the
projected and actual costs was $2.057 million. The material difference is the
result of the SunE PPAs being less uneconomic than forecasted (line 12 - $1.70
million).

Next, the revenues received from the 2018 RPS Rider (column C, line 16 -
$19.7 million) were compared to the actual costs (column B, line 16 - $17.4
million) to determine the line item over- or under-recoveries (column D). When
the actual costs were compared to actual revenues, the net result is an
over-collection of $2.3 (column D, line 16). Consistent with the treatment in Case
No. 12-00350-UT and each of SPS’s past RPS proceedings, SPS applied the net

balance to the 2020 RPS Rider revenue requirement.
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VII. COMPLIANCE WITH PRIOR COMMISSION ORDERS

Please describe other relevant Commission requirements.

In the Final Order in Case No. 15-00208-UT, the Commission approved a
Recommended Decision, which among other items, approved SPS’s request to
modify its DG tariffs to align the payment methodology for excess energy with
the SPP’s Integrated Marketplace. The Recommended Decision required SPS to
provide in its annual report the prior year’s information showing the monthly
excess generation, the average estimated price paid, the actual price, and a
reconciliation of the cost on a quarterly basis. This information is provided in

Appendix G to the RPS Report.
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VIII. HALE WIND FACILITY REC ADMINISTRATION

What do you discuss in this section of your testimony?

In this section of my testimony, | discuss SPS’s request to administer the Hale
wind facility RECs with ERCOT in order to establish compliance with the RPS.
What does Rule 572 require in regards to REC registration?

Rule 572.17 requires RECs used for RPS compliance to be registered with
WREGIS, unless WREGIS lacks the capability to import certificates from that
other tracking system. WREGIS has indicated that because the Hale wind facility
is located in Texas, it should be registered with ERCOT. Further, WREGIS has
confirmed that it cannot import RECs from ERCOT. Accordingly, consistent
with Rule 572.17(F), SPS requests approval to register the Hale wind facility with
ERCOT and provide annual documentation related to the disposition of New
Mexico retail-allocation of the Hale wind facility RECs.

Will the ERCOT system provide the same level of tracking that WREGIS
provides?

Yes. The ERCOT system is the same system SPS uses to track the disposition of

RECs used to meet its Texas RPS requirements. Similar to the WREGIS system,
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the ERCOT system will ensure that RECs are accurately tracked and that RECs
are not double-counted.

What information will SPS provide?

Consistent with Rule 572.17(B), SPS will provide the following information:

(1) the name and contact information of the renewable energy generating
facility owner or operator;

(2) the name and contact information of the public utility or rural electric
distribution cooperative purchasing the renewable energy certificate;

(3) the type of generator technology and fuel type;

(4) the generating facility’s physical location, nameplate capacity in
megawatts, location and ID number of revenue meter and date of
commencement of commercial generation;

(5) the public utility or rural electric distribution cooperative to which the
generating facility is interconnected;

(6) the control area operator for the generating facility; and

(7) the quantity in kWh and the date of the renewable energy certificate
creation.
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IX. REQUESTED APPROVALS

What approvals is SPS seeking in this case?

SPS requests the Commission enter a final order that:

(@) acknowledges SPS’s concurrent filing of its 2018 RPS Report required
under 17.9.572.19 NMAC,;

(b) approves SPS’s 2020 RPS Plan for the Plan Year and Next Plan Year'
under Rule 572.14, and prior Commission Orders related to SPS’s 2020
and 2021 RPS requirements;

(c) approves SPS’s proposed rate for its 2020 RPS Rider,*® which includes,
without limitation, recovery of its RPS-related costs over a 12-month
period beginning January 1, 2020;

(d) approves SPS’s proposed 2020 Reconciliation Rider;

(e) approves SPS’s request to administer the Hale wind facility RECs with
ERCOT in order to establish compliance with the RPS;

(F) approves SPS’s requested variances from Rule 572 and certain
Commission orders; and

(9) grants all other approvals, authorizations, and relief that may be
required for SPS to implement its 2020 RPS Plan.

only.

Y Pursuant to 17.9.572.14 NMAC, the Next Plan Year is submitted for information purposes

See Case No. 12-00350-UT, In the Matter of Southwestern Public Service Company’s

Application for Revision of its Retail Rates Under Advice Notice No. 245, Final Order Partially Adopting
Recommended Decision (Mar. 26, 2014).
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1 Q. Does this conclude your pre-filed direct testimony?

2 A Yes.
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@ Xcel Ene;’gy“

July 31, 2019

FILED IN OFFICE OF
VIA HAND DELIVERY ;
Ms. Melanie Sandoval, Records Bureau Chief J,UL 312019
New Mexico Public Regulation Commission
P.E.R.A. Building NM PUBLIC REGULATION COMM
1120 Paseo De Peralta RECORDS MANAGEMENT BUREAU

Santa Fe, NM 87504-1269

Re:  In the Matter of Southwestern Public Service Company’s 2018 Renewable Energy
Portfolio Annual Report

Dear Ms. Sandoval:

In accordance with 17.9.572.19 NMAC of the Commission’s Renewable Energy Rule,
Southwestern Public Service Company (“SPS”) hereby files its 2018 Renewable Energy Annual
Report. On June 6, 2019, the Commission granted SPS a variance from its July 1, 2019 deadline
and approved a November 1, 2019 deadline for filing its 2020 Renewable Energy Plan. See
Order Granting SPS’s Verified Motion for a Variance from Rule 572 to Vacate the July 1, 2019
Filing Date in Case No. 19-00134-UT. Normally, SPS files this Annual Report concurrent with
its Annual Renewable Energy Plan as required by 17.9.572.19 NMAC. This year, SPS files its
Annual Report separately from its Renewable Energy Plan at Staff’s request.

Please date stamp one copy of the referenced document and return with SPS’s courier. If
you have any questions, please contact me at (806) 378-2115.

Yours very truly,

)
%ario Contre'rﬁs,
Manager Rate Cases

Enclosures

cc: - John Bogatko, NMPRC Legal Division
Bradford Borman, NMPRC Legal Division
John Reynolds, NMPRC Staff - Economics Bureau Chief
Elisha Leyba-Tercero, NMPRC Staff - Economics
Milo Chavez, NMPRC Acting Utility Division Director
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GLOSSARY OF ACRONYMS AND DEFINED TERMS

Acronym/Defined Term Meaning

AC alternating current

Caprock Caprock Wind Ranch

Commission New Mexico Public Regulation Commission

DG distributed generation

ETA Energy Transition Act

FPPCAC Fuel and Purchased Power Cost Adjustment Clause

kW kilowatt

MW megawatt

MWh megawatt-hour

Mesalands Mesalands Community College Wind Qualifying
Facility

Other Renewable Technologies Other than Wind and
Solar

QF Qualifying Facility

RCT reasonable cost threshold

REA Renewable Energy Act (NMSA 1978, §§ 62-16-1
to 62-16-10)

REC renewable energy certificate

RPS renewable portfolio standard

iii




Acronym/Defined Term
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Meaning

RPS Report

Rule 572

San Juan
SPP

SPS

SunE PPAs

Texico

total company

WREGIS

Annual Renewable Energy Portfolio Report for
2018

17.9.572 NMAC - Renewable Energy Rule for
Electric Utilities

San Juan Mesa Wind Project
Southwest Power Pool

Southwestern Public Service Company, a New
Mexico corporation

Sun Edison Solar Purchased Power Agreements

Llano Estacado Wind Ranch in Texico, New
Mexico

Total SPS (before jurisdictional allocation)

Western Renewable Energy Generation
Information System

iv
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Appendix A

Appendix B (CD)

Appendix C

Appendix D

Appendix E
Appendix F
Appendix G

Appendix H
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LIST OF APPENDICES

Description

Summary of Renewable Energy Generation and
REC Transactions

Copies of RECs Acquired, Retired, or Transferred
in 2018 ‘
(Provided on CD only - filename: Appendix B)

Summary of Cost Recovery Methods for
RPS-related Costs

Summary of Renewable Costs Incurred and
Recovery Mechanism

2018 RPS Rider Reconciliation
Calculation of Annual RPS Requirement
DG Excess Energy Payment Reconciliation

Report Rule Map
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I. Introduction

Southwestern Public Service Company, a New Mexico corporation, (“SPS”) a
wholly-owned electric utility subsidiary of Xcel Energy Inc., files its Annual Renéwable
Energy Portfolio Report for 2018 (“RPS Report”) in compliance with Section 62-16-4 of
the Renewable Energy Act (NMSA 1978, §§ 62-16-1 to 62-16-10 — “REA”) and the New
Mexico Public Regulation Commission’s (“Commission”) Renewable Energy Rule
(17.9.572 NMAC — “Rule 572”)'. Rule 572.19 requires SPS to file a report on its
renewable energy generation or purchases for the prior calendar year with the
Commission each year, concurrent with the filing of an annual renewable energy plan 2,
Specifically, Rule 572.19 requires that each public utility:

1. itemize all renewable energy generation or renewable energy certificate (“REC”)
purchases and sales (Subsection A);

2. list, and include copies of, all RECs, including acquired, issued, or retired
certificates (Subsection B);

3. provide documentation from the Western Renewable Energy Generation
Information System (“WREGIS”) regarding the RECs acquired, sold, retired,
transferred, or expired, which allows the Commission to determine, by fuel type,
the number of RECs: (i) acquired; (ii) sold; (iii) retired; (iv) transferred; and (v)
expired in each calendar year (Subsection C);

' This Report addresses renewable energy generation and purchases made prior to the enactment
of the Energy Transition Act, SB 489 (“ETA”) and thus complies with pre-ETA requirements.

? On June 6, 2019, the Commission granted SPS a variance from its July 1, 2019 deadline and
approved a November 1, 2019 deadline for filing its 2020 Renewable Energy Plan. See Order Granting
SPS’s Verified Motion for a Variance from Rule 572 to Vacate the July 1, 2019 Filing Date in Case No.
19-00134-UT. Normally, SPS files this Annual Report concurrent with its Annual Renewable Energy Plan
as required by 17.9.572.19 NMAC. This year, SPS files its Annual Report separately from its Renewable
Energy Plan at Commission Staff’s request.
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4. describe the retirements made to meet the renewable portfolio standard (“RPS”)
compliance based on actual retail sales and procurement costs, including the
quantification and explanation of qualified sales reductions for large customers
and political subdivisions (Subsection D);

5. describe and quantify the implementation of the voluntary renewable tariff offered
in compliance with Rule 572.18 (Subsection E); and

6. present a full explanation of approved RPS plan costs, including a complete
accounting of all collected and deferred amounts (Subsection F).

As demonstrated in this Report, SPS obtained and retired sufficient RECs to meet its
overall annual RPS obligations.

In addition to the above requirements, the Final Order in Case No. 05-00271-UT
requires SPS to include in its future renewable energy portfolio reports “a summary of the
nature and level of activities related to the development and implementation of markets
for New Mexico RECs, and an account of the progress made in establishing markets for
New Mexico RECs.”” This summary is provided in Section V below. Additionally, the
Final Order in Case No. 15-00208-UT* requires SPS to provide in its annual RPS reports
information showing the monthly excess distributed generation (“DG”) generation; the
average estimated price paid, the actual price (based on the Southwest Power Pool’s
(“SPP”) Integrated Marketplace) and a reconciliation of the cost on a quarterly basis.

This information is provided in Appendix G, as discussed in Section VI below. Also, the

3 Case No. 05-00271-UT, Petition of Southwestern Public Service Company for the Approval of
Renewable Energy Cost Recovery Methodology in Accordance with the Renewable Energy Act, Final Order
on Recommended Decision (Dec. 20, 2005).

* Case No. 15-00208-UT, In the Matter of Southwestern Public Service Company'’s Application
Requesting: (1) Acceptance of its 2014 Annual Renewable Portfolio Report; (2) Approval of its Annual
Renewable Energy Portfolio Procurement Plan for 2016; and (3) Other Associated Relief, Final Order
(Dec. 16, 2015).
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Final Order in Case No. 18-00201-UT? requires SPS to update the information in Section
VI(B)(4) of the Recommended Decision about its DG REC purchase programs. This
information is provided in Section VII below.

Finally, Appendix H to the RPS Report provides a guide to address where the
specific requirements of Rule 572 are addressed in the report. Appendix H demonstrates

compliance with all applicable sections of Rule 572.

I1. Renewable Energy Generation and Renewable Energy Certificate
Purchases, Sales, Retirements, Transfers, and Expirations

A. RPS Compliance (Rule 572.19(A) and (D))

For the compliance year, SPS was required to have sufficient RECs equal to no
less than 15 percent of its 2018 New Mexico retail jurisdictional energy sales. See
Section 62-16-4(A)(1) of the REA; see also Rule 572.10(B)(2). SPS’s compliance year
New Mexico retail sales were 6,181,143 megawatt-hours (“MWh”), for a RPS
requirement of 615,268 MWh after the qualifying large customer adjustment (Appendix
A, page 1, Lines 1 and 7; Appendix F, Lines 9 and 15). SPS retired RECs that were
either: (1) banked (i.e., have not been expired, transferred to wholesale customers, sold,
or retired for compliance with the RPS); and/or (2) generated in the compliance year to

meet its overall RPS requirement.

> Case No. 18-00201-UT, In the Matter of Southwestern Public Service Company's Application
Requesting: (1) Acknowledgement of its Filing of the 2017 Annual Renewable Portfolio Report; (2)
Approval of its Annual Renewable Energy Portfolio Procurement Plan for Plan Year 2019; (3) Approval of
the Proposed Rate for its 2019 Renewable Portfolio Standard Rider; (4) Approval of its Proposed
Treatment of Renewable Energy Certificates Associated with the Sagamore and Hale Wind Facilities; and
(3) Other Associated Relief, Final Order (Dec. 12, 2018).
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SPS was also required to meet its RPS requirements using a diversified portfolio
of resources. See Rule 572.7(G). SPS satisfied the RPS diversification requirement for
wind resources, met 79 percent of the solar diversity requirement, and met 68 percent of
the DG diversity requirement. In regards to solar, DG, and “Other renewable energy
technologies™ (i.e., “Other”) resources, SPS was not required to procure these resources
to meet the full diversification requirement due to constraints under the reasonable cost
threshold (“RCT™). In Case No. 17-00161-UT,° SPS demonstrated that due to the lack of
headroom under the RCT it could not procure the new renewable resources necessary to
meet the diversity requirements. Accordingly, conclusions on page 37 and Finding of
Fact Paragraph No. 8 on page 39 of the Recommended Decision, as approved by the
Commission on December 13, 2017, found that SPS should not be required to comply
with the diversity requirements for 2018. Consistent with prior Commission orders
addressing variance requests from the diversification requirements, SPS satisfied the
solar, DG, and “Other” shortfall with wind RECs.

The following table provides a comparison between the actual compliance year
requirements as shown in Appendix A to the RPS Report as compared to the projected

compliance year requirements included in SPS’s 2018 RPS Plan.

¢ Case No. 17-00161-UT, In the Matter of Southwestern Public Service Company’s Application
Requesting: (1) Acknowledgement of the 2016 Annual Renewable Energy Portfolio Report; (2) Approval of
its Annual Renewable Energy Portfolio Procurement Plan for 2018, (3) Approval of the Proposed Rate for
its 2018 Renewable Porifolio Standard Rider; (4) Approval of Variance from Requirements of Rule
572.14(C)(1); and (5) Other Associated Relief, Final Order (Dec. 13, 2017).
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Table 1: Comparison of Projected to Actual RPS Requirements

Rig:l? r?;:::‘:ﬁg?h) 2018 Diversity Requirements (MWh)
2
=
£ £
£ R
Iversi
[~ 7
3 E ; Requirements =z E E 2 % 2
b = 8 £ as Percent of B = g 2 = £
3 £ & 2 | OverallRPS = g & = g &
& < a & | Requirement & < a & < a
Wind 30% 166,591 | 184,580 | (17,990) - - -
555,302 | 615,268 | (59,966) Solar 20% 111,060 | 123,054 | (11,993) | 2,504 | 25,384 | (22,880)
Other 5% 27,765 | 30,763 | (2,998) | 27,765 | 30,763 | (2,998)
DG 3% 16,659 | 18,458 | (1,799) | 2,642 | 5,878 | (3,236)

Appendix A to the RPS Report provides the following information, by resource

type: (1) RPS requirements; (2) banked RECs; (3) REC purchases; (4) REC sales; (5)

REC transfers; and (6) REC expirations. Pages 3 through 7 contain an itemization of all

sales and a WREGIS generation summary of all the sources from which SPS purchased

RECs in the compliance year.

SPS purchased the renewable energy and RECs from the following New Mexico

renewable energy facilities:

e  Caprock Wind Ranch (“Caprock”™ — 80 megawatts (“MW”) installed

capacity;

e  San Juan Mesa Wind Project (“San Juan”) — 120 MW installed capacity;
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e Mesalands Community College Wind Qualifying Facility (“QF”)
(“Mesalands™) — 1.5 MW installed capacity;

e SPS owned and operated solar arrays at SPS’s Hobbs Service Center,
Eastern New Mexico University-Roswell, Clovis High School, and PR
Leyva Middle School in Carlsbad — 0.079 MW alternating current (“AC”);

e  Sun Edison Solar purchased power agreements (“SunE PPAs”) — 50 MW
installed capacity; and

e  customer-sited solar DG systems from SPS’s Solar*Rewards program —
6.8318 MW AC.

SPS did not purchase any RECs for RPS compliance separate from its renewable energy
purchases.

The following table summarizes all renewable energy generation and purchases,
as well as all REC purchases, sales, transfers, and retirements made by SPS during the

compliance year.




B.
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Table 2: Itemized Renewable Energy Generation and REC Transactions

Transaction Type MWh
Beginning REC Balance 1,717,365
Plus:
Caprock Purchases 330,327
San Juan Purchases 407,056
Mesalands Purchases 2,999
SunEdison Solar Purchases 97,370
Company Owned Solar 146
DG - Solar Rewards 12,456
REC-only Purchases 0
Total Additions 850,353
Less:
REC Sales 261,270
Expiring RECs 2547
Transfers to Wholesale Customers® 144,106
RPS Compliance Requirement 615,268
Total Subtractions 1,020,898
REC Acquisitions less Usage (Additions
— Subtractions) (170,545)
Plus REC Adjustment from Prior Years 278
Net REC Balance 1,547,098

REC Registration (Rule 572.19(B) and (C))

In compliance with the REA and Rule 572.17(E), SPS registers all generators in

the WREGIS system. Monthly volumes of the RECs acquired, retired, or transferred are

7 Expiring RECs are zero cost basis RECs from Mesalands.

& See Offer of Settlement, Golden Spread Electric Cooperative, Inc., et al. v. Southwestern Public

Service Company, Docket No. EL05-19-000, et al., and Southwestern Public Service Company, Docket
No. ER05-168-000, et al. (consolidated) and Southwestern Public Service Company, Docket No. ER06-
274-000, et al. (not consolidated), 123 FERC 61,054, and Federal Energy Regulatory Commission Docket
No. ER08-479 et al settlement agreement.
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included as Appendix B and are being provided solely in electronic form on the enclosed
CD. The documentation includes the WREGIS-assigned serial numbers for retired

RECs.

III.  Voluntary Renewable Energy Tariff (Rule 572.19(E))

SPS offers a voluntary renewable energy tariff, Windsource (Renewable Energy
Rate Rider — No. 33), to its New Mexico retail customers. See Rule 572.18. SPS
purchases wind energy for its Windsource program from three 660 kilowatt (“kW”)
turbines located at the Llano Estacado Wind Ranch in Texico, New Mexico (“Texico”).
SPS proposed changes to its Windsource program in Case No. 12-00323-UT,” which is
currently pending before the Commission. The Texico PPA is set to expire on December
14, 2020. SPS filed a proposal for a new voluntary program, Solar*Connect to replace
Windsource in Case No. 18-00308-UT which is currently pending at the Commission.

In 2018, 877 residential and 85 non-residential customers participated in the
Windsource program. New Mexico customers purchased 4,122 MWh of wind energy,
while the three wind turbines generated 2,889 MWh, resulting in an annual generation
deficit of 1,233 MWh. Windsource wind energy purchases from the Texico facility

totaled $170,946. SPS received $123,652 in premium revenues under the Windsource

® Case No. 12-00323-UT, In the Matter of Southwestern Public Service Company’s Application
Jor: (1) Authorization to Enter Into a Purchased Power Agreement for the Purchase of 0.8 MW of Nominal
Solar Capacity and Associated Energy for Windsource; (2) Approval of a Proposed Methodology for
Calculating and Annually Adjusting the Windsource Rate; (3) Authorization to Flow Through All
Windsource Costs and Revenues Through its Fuel and Purchased Power Cost Adjustment Clause, and (4)
Approval to Purchase a Limited Number of RECs on an Annual Basis to Mitigate Any Customer Demand
Imbalance, pending.
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tariff. Charges assessed customers under the Windsource tariff are in addition to the

customer’s service tariff. Both the costs and revenues associated with the Windsource

program are accounted for through SPS’s fuel and purchased power cost adjustment

clause (“FPPCAC”), as authorized by the Commission in Case No. 07-00319-UT."

Table 3 details Windsource generation, subscriptions, and subscriber balances

from 1999 through 2018.

Table 3: Windsource Balance (in MWh)

Program-

to-date

Monthly YTD Net Net

Month/Year Generation Subscription = Balance  Balance  Balance
1999-2017 86,795 86,976 (182)
Jan-18 330 406 (76) (76) 257)
Feb-18 326 333 @) (83) (264)
Mar-18 428 314 114 31 (150)
Apr-18 491 264 227 259 77
May-18 214 284 (69) 189 8
Jun-18 231 366 (134) 55 (127)
Jul-18 123 390 (267) (212) (394)
Aug-18 195 415 (220) (433) (614)
Sep-18 87 362 (275) (708) (890)
Oct-18 108 344 (236) (944) (1,126)
Nov-18 180 311 (131) (1,075 (1,257)
Dec-18 176 334 (158) (1,233) (1,415)

*Note: Amounts in table may not sum due to rounding.

**Lower generation months due to outage and maintenance issues at the facility.

On a program-to-date-basis, Windsource sales have exceeded generation by 1,415

MWh.

19 Case No. 07-00319-UT, In the Matter of Southwestern Public Service Company’s Application
Jor Revision of its Retail Rates Under Advice Notice Nos. 208 and 209 and All Associated Approvals, Final
Order Partially Approving Recommended Decision (Aug. 26, 2008).
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IV. Cost Recovery (Rule 572.19(F))

In accordance with Rule 572.19(F), the following discussion summarizes the
approved cost recovery mechanisms for SPS’s approved renewable energy costs to meet
its annual RPS requirements and details the annual costs incurred for each category.
Please also refer to Appendix C, which provides an overview of SPS’s RPS cost recovery
methods and prior Commission approvals; Appendix D, which provides the costs
incurred in the compliance year and the associated recovery mechanism; and

Appendix E, which provides the reconciliation of the 2018 RPS Rider'".

A. DG REC and Administrative Costs

SPS incurred $2,250,701 in DG-related costs (Appendix D, Line 12) in the
compliance year. SPS is currently collecting these costs through the RPS Rider approved
in Case No. 12-00350-UT."
B. WREGIS Administrative Costs

SPS incurred $9,587 in WREGIS administrative costs in the compliance year

(Appendix D, Line 15). SPS is currently collecting these costs through the RPS Rider.

C. Qualifying Large Customer Cap Refunds
For large customers that qualified under Section 62-16-4(A)(2) (2014) of the

REA, SPS limited RPS-related costs consistent with the REA and Rule 572. Qualifying

! Reconciliation of the 2018 RPS Rider will be incorporated as a component of the proposed 2020
RPS Rider Rate filed with the 2020 Plan.

2 Case No. 12-00350-UT, In the Matter of Southwestern Public Service Company’s Application
Jfor Revision of its Retail Rates Under Advice Notice No. 245, Final Order Partially Adopting
Recommended Decision (Mar. 26, 2014).

10
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large customers are defined as a nongovernmental customer at a single location or fgcility
with consumption exceeding 10 million kWh per year. The REA limited RPS costs for
these customers at the lower of $99,000 (adjusted annually for inflation) or 2 percent of
customers’ annual bills. Once the customer reaches the hard cap of $99,000, adjusted for
inflation, SPS ceases billing these customers. However, the calculation of the 2 percent
cap cannot occur until after the end of the calendar year and thus a refund is necessary.
The estimated refund has been applied as a cost to the RPS Rider each year and trued up

to actuals the following year. The refund applied was $2,109,921 (Appendix E, Line 16).

D. Wind Energy and REC Costs

SPS recovered the costs associated with its two New Mexico wind contracts
(Caprock and San Juan) through a combination of the FPPCAC (proportional allocation
of energy charges) and the RPS Rider (REC costs). SPS also incurred energy costs from
the Mesalands facility, a QF, whose energy costs are also allocated among SPS’s
jurisdictions and collected through the FPPCAC. On 2 total company basis, $23,257,300
was collected through its fuel clauses for energy costs related to these facilities
(Appendix D, Line 2). Of this amount, New Mexico retail customers were assigned
$5,768,609. REC costs, recovered through the RPS Rider, were $802,062 (Appendix D,

Line 3).

E. Solar REC Costs
The annual solar REC costs were $973,805, which were recovered through the

RPS Rider (Appendix D, Line 8).

11
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F. Solar Energy and Uneconomic Costs

The avoided costs related to SPS’s solar procurements under the SunE PPAs, that
is, those costs that represent the conventional fuel and energy costs SPS will avoid dué to
such purchases (also referred to as “economic costs™), are passed through the FPPCAC
and allocated among SPS’s three jurisdictions based on relative energy share. The
uneconomic costs, or those costs above the avoided costs related to SPS’s solar
procurements, are directly assigned to New Mexico retail customers and recovered
through the RPS Rider. For 2018, the economic costs were $2,902,432 (total company) :
or $714,955 (New Mexico retail) (Appendix D, Line 6). The uneconomic costs were

$8,230,179 (New Mexico retail) (Appendix D, Line 7).

V. Renewable Energy Certificate Market Evaluation
In accordance with the Final Order in Case No. 05-00271-UT, the following
summarizes the activities related to the development and implementation of markets for
New Mexico RECs, including an account of the progress made in establishing markets
for New Mexico RECs.
The New Mexico REC market is limited, with only a few buyers and a bi-lateral
market. In addition, questions have been raised regarding the transferability of RECs

within the market (see the Final Order in Case No. 10-00373-UT13). However, SPS

1 Case No. 10-00373-UT, In the Matter of the Public Service Company of New Mexico's Revised
Renewable Energy Portfolio Procurement Plan for 201 1, Final Order (Jun. 2, 2011).
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continues to explore New Mexico and other state RPS markets for REC transaction
opportunities.
Finally, SPS is able (and has historically) sold limited RECs into the voluntary

market, although the prices are considerably lower than the compliance market.

VI. DG Payment Reconciliation
In accordance with the Final Order in Case No. 15-00208-UT, SPS is providing
Appendix G, which summarizes the monthly excess DG generation, the average
estimated price paid, the actual price (based on the SPP’s Integrated Marketplace), and a

reconciliation of the cost on a quarterly basis for 2018.

VIL. Additional DG Information
In accordance with the Final Order in Case No. 18-00201-UT, SPS is updating the
information in Section VI(B)(4) of the Recommended Decision about its DG REC
purchase programs by providing the information below.

SPS pays incentives under several DG REC purchase tariffs that were originally
proposed in Case No. 08-00222-UT to implement five tailored programs:

1. Rate No. 52 (Small Solar Distributed Generation Program)

2. Rate No. 53 (Medium Solar Distributed Generation Program)

3. Rate No. 54 (Large Solar Distributed Generation Program)

4. Rate No. 57 (Small SDG-REC Purchase Program)

5. Rate No. 58 (Medium SDG-REC Purchase Program).

6. Rate No. 62 (3rd Party Small Solar Distributed Generation Program)

7. Rate No. 63 (3rd Party Medium Solar Distributed Generation Program)

8. Rate No. 64 (3rd Party Large Solar Distributed Generation Program)

9. Rate No. 65 (3rd Party Small Biomass Distributed Generation Program)

10. Rate No. 66 (3rd Party Medium Biomass Distributed Generation Program)

13
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Incentive rates and terms have changed over time under revised versions of
tariffs. The following summarizes the current tariffs.

Rate No. 52, which applies to small solar systems, offers three incentive payments
based on the combined nameplate rating of applications received by SPS for small
systems. Under tier 1, customers receive a 13¢ per kWh incentive payment for 12 years
until applications received reach a combined nameplate rating of 100 kW. Under tier 2,
customers receive a 10¢ per kWh incentive payment for 12 years until applications
received reach a combined nameplate rating of 200 kW. Under tier 3, customers receive
an 8¢ per kWh incentive payment for 12 years until applications received reach a
combined nameplate rating of 300 kW. All three tiers are fully subscribed; SPS pays no
incentive to customers who have installed small solar systems after the tiers became fully
subscribed.

Rate No. 53, which applies to medium solar systems, offers two incentive
payments based on the combined nameplate rating of applications received by SPS for
medium systems. Under tier 4, customers receive a 5¢ per kWh incentive payment for 10
years until applications received reach a combined nameplate rating of 500 kW. Under
tier 5, customers receive a 4¢ per kWh incentive payment for 10 years until applications
reach a combined nameplate capacity of 1,000 kW. Both tiers are fully subscribed; SPS
pays no incentive to customers who have installed medium solar systems after the tiers
became fully subscribed.

Rate No. 54 applies to large solar systems greater than 100 kW up to 2 MW.

Rate No. 62, which applies to small solar systems owned by a party other than a
Customer (“3" Party”), offers three incentive payments to the 3™ Party based on the
combined nameplate rating of applications received by SPS for small 3" Party systems.
Under tier 1, customers receive a 13¢ per kWh incentive payment for 12 years, until
applications received reach a combined nameplate rating of 100 kW. Under tier 2,
customers receive a 10¢ per kWh incentive payment for 12 years until applications reach

a combined nameplate capacity of 200 kW. Under tier 3, customers receive an 8¢ per
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kWh incentive payment for 12 years until applications received reach a combined
nameplate rating of 300 kW.

Rate No. 63, which applies to medium solar systems owned by a party other than
a Customer (“3" Party™), offers three incentive payments to the 3" Party based on the
combined nameplate rating of applications received by SPS for small 3" Party systems.
Under tier 1, customers receive a 13¢ per kWh incentive payment for 10 years, until
applications received reach a combined nameplate rating of 500 kW. Under tier 2,
customers receive a 10¢ per kWh incentive payment for 10 years until applications reach
a combined nameplate capacity of 1,000 kW. Under tier 3, customers receive an 8¢ per
kWh incentive payment for 10 years until applications received reach a combined
nameplate rating of 1,500 kW.

Rate No. 64 applies to large solar systems greater than 100 kW up to 2 MW.

Rate Nos. 65 and 66 apply to 3rd Party Small and Medium Biomass Distributed
Generation Programs. There are no customers under these programs.

The following table shows the number of customers participating in SPS’s solar

REC purchase programs:
Table 4
Customer
Program Count
Small Solar 57
Medium Solar 87
Large Solar 1
Total 145
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SPS expects to purchase 13,214 and 12,593 RECs under its DG REC purchase
programs in 2020 and 2021, respectively. The following table shows the amounts that
SPS expects to pay for RECs in 2020 and 2021.

Table 5
REC
Program 2020 2021 Payment

Small Solar:

Small Solar $16,833 $16,746 $ 0.08

Small Solar 9,337 9,289 $ 0.10

Small Solar 5,530 5,502 $ 0.13

Small Solar 44,672 44,438 $§ 020
Medium Solar:

Medium Solar 14,999 14,922 $ 0.05

Medium Solar 33,122 32,960 $ 0.08

Medium Solar 17,139 17,050 $ 0.10

Medium Solar 111,716 111,137 $ 0.13

Medium Solar 733,979 730,176 $ 017

Medium Solar 1,313,475 1,196,118 $ 020
Large Solar '

Large Solar 2,942 2,927 $ 020
Total $2,303,744 $2,181,265
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GLOSSARY OF ACRONYMS AND DEFINED TERMS

Acronym/Defined Term

Meaning

2018 IRP
Commission
DG

ETA

MW

MWh

Next Plan Year

Plan Year

PPA

REA

REC
RCT
RPS

Rule 572

SPS

Total Company

SPS’s current Integrated Resource Plan
New Mexico Public Regulation Commission
Distributed Generation

Energy Transition Act

Megawatt

Megawatt-hour

SPS’s Annual Renewable Energy Act Plan for
2021

SPS’s Annual Renewable Energy Act Plan for
2020

Purchased Power Agreement

Renewable Energy Act (NMSA 1978, 88 62-16-1
to 62-16-10)

Renewable Energy Certificate
Reasonable Cost Threshold
Renewable Portfolio Standard

17.9.572 NMAC - Renewable Energy Rule for
Electric Utilities

Southwestern Public Service Company, a New
Mexico corporation

Total SPS (Before jurisdictional allocation)
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l. INTRODUCTION

Southwestern Public Service Company (“SPS”), a New Mexico corporation, files
its 2019 Annual Renewable Energy Act Filing for 2020 (“Plan Year”) and 2021 (“Next
Plan Year”) in compliance with the Renewable Energy Act (NMSA 1978, 88 62-16-1 to
62-16-10 — “REA”) and New Mexico Public Regulation Commission’s (“Commission’)
Rule 572 (17.9.572 NMAC - Renewable Energy for Electric Utilities, as amended (April
2014) — “Rule 5727). Effective June 14, 2019, the Energy Transition Act (“ETA”)
amended the REA in several respects, including increasing compliance requirements,
eliminating the large customer cap, exempting purchases through an approved voluntary
program from cost recovery for compliance with the renewable portfolio standard
(“RPS”), changing the definition of reasonable cost threshold (“RCT”), and the
requirement that the renewable energy for which the utility plans to retire Renewable
Energy Certificates (“REC”) for RPS compliance be delivered to the public utility and
assigned to the public utility’s New Mexico customers. SPS is filing its 2020 plan in
compliance with the amendments in the ETA. Where Rule 572 has been superseded by
the ETA, the 2020 plan complies with the ETA rather than Rule 572.

In regards to the annual renewable plan filings, Rule 572 requires supporting
testimony and data for the Plan Year and Next Plan Year RPS requirements and planned
renewable procurements.  Specifically, Rule 572.14(B) requires that each annual
renewable energy act plan include:

1.  testimony and exhibits providing a full explanation of the utility’s
determination of the plan year and next plan year RPS and RCT;

1
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the cost of procurement in the plan year and the next plan year for
all new renewable energy resources required to comply with the
RPS;

the amount of renewable energy the public utility plans to provide
in the plan year and the next plan year required to comply with the
RPS;

testimony and exhibits demonstrating how the cost and amount
specified in paragraphs (2) and (3) were determined;

testimony and exhibits demonstrating the plan year and next plan
year procurement amounts and costs based on revenue
requirements expected to be recovered by the utility;

testimony and exhibits demonstrating the plan year and next plan
year procurement amounts and costs if complying with a fully
diversified RPS is limited by the RCT;

testimony and exhibits demonstrating the plan year and next plan
year procurement amounts and costs based on revenue
requirements expected to be recovered by the utility if limited by
the RCT;

testimony and exhibits that demonstrate that the proposed
procurement is reasonable as to its terms and conditions
considering price, costs of interconnection and transmission,
availability, dispatchability, REC values and portfolio
diversification requirements;

testimony and exhibits regarding the amount and impact of
renewable energy that can be added in any given year without
adding generating resources for load following or system
regulation purposes;

testimony and exhibits demonstrating that the portfolio
procurement plan is consistent with the integrated resource plan
and explaining any material differences; and

demonstration that the plan is otherwise in the public interest.
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1. REGULATORY COMPLIANCE ACTIVITY FOR PLAN YEAR AND
NEXT PLAN YEAR

A.  Determination of RPS and RCT (Rule 572.14(B)(1) and (6))

1. Plan Year and Next Plan Year RPS Requirements

Section 62-16-4 of the REA and Rule 572.10 require that a public utility’s
renewable portfolio shall be no less than 20 percent of its annual retail New Mexico
jurisdictional energy sales beginning in 2020. SPS currently projects that New Mexico
retail sales will be 9,407,694 megawatt-hours (“MWHh”) in the Plan Year. Table 1 below
shows the calculation of SPS’s Plan Year projected RPS requirement:

Table 1: Calculation of Plan Year RPS Requirements (in MWh)

1 | Projected Sales (at Meter) 9,407,694
Less: MWh Sales Under Voluntary Programs

2 . 4,122
(Windsource)

3 | Net Retail Less Windsource [Line 1 — Line 2] 9,403,572

4 | RPS Percentage for Plan Year 20%
Total RPS Requirement for Plan Year

> [Line 3 * Line 4] 1,880,714

In addition to the overall RPS requirement, Rule 572.11 requires public utilities
achieve a fully diversified renewable energy portfolio. SPS has requested a variance from
this portion of the Rule as discussed in the Direct Testimony of Ruth M. Sakya. For
informational purposes, SPS’s Plan Year includes 94% wind energy, 5.3% solar energy,

and 0.8% distributed generation (“DG”).
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In the Next Plan Year, provided for informational purposes, SPS projects that its

New Mexico retail sales will be 10,901,410 MWh. Table 3 below shows the calculation

of SPS’s Next Plan Year RPS requirement:

Table 3: Calculation of Next Plan Year RPS Requirements (in MWh)

1

Projected Retail Sales

10,901,410

Less: MWh Sales Under Voluntary Programs
(Windsource)

3,710

Net Retail Less Windsource [Line 1 - Line 2]

10,897,700

RPS Percentage for Next Plan Year

20%

2
3
4
5

Total RPS Requirements for Next Plan Year
[Line 3 + Line 4]

2,179,540

For a more complete discussion of the assumptions and factors considered in

determining SPS’s forecasted Plan Year and Next Plan Year total retail sales used to

calculate the RPS, please refer to the Direct Testimony of Richard M. Luth.

2. Plan Year and Next Plan Year RCT

The RCT as defined under Rule 572 is no longer applicable and SPS has

requested a variance from that provision of the Rule as discussed in the Direct Testimony

of Ruth M. Sakya. The REA, as amended by the ETA, defines the RCT as an average

annual levelized cost of sixty dollars per megawatt-hour at the point of interconnection of

the renewable energy resource with the transmission system, adjusted for inflation after

2020. The REA states that public utilities should not be required to acquire energy

generated from renewable energy resources that could result in costs above the RCT.
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B. Plan Year and Next Plan Year Procurements (Rule 572.14(B)(3),
(5), (6), and (7))

SPS will be able to meet its overall Plan Year and Next Plan Year RPS
requirements by purchasing sufficient wind energy from two New Mexico wind facilities
(Caprock Wind L.P. and San Juan Mesa Wind Project LLC) as well as certain qualifying
facilities, in addition to its banked wind RECs, using RECs acquired through annual
generation at owned wind facilities, using the energy and RECs purchased under five
purchased power agreements (“PPA”) with entities associated with SunEdison, approved
by the Commission in Case No. 10-00015-UT*, as well as RECs acquired through annual
DG generation. See Appendix A, pages 1 and 2 for a summary forecast of banked RECs

and RECs acquired to meet RPS requirements.

C. Plan Year and Next Plan Year Procurement Costs (Rule
572.14(B)(2). (4), (5), and (7))

SPS projects that its Plan Year annual renewable procurement costs will be
approximately $65,801,403 (total company) or $35,155,066 (New Mexico retail). In the
Next Plan Year, SPS projects its annual renewable procurement costs to be

approximately $120,740,075 (total company) or $59,129,271 (New Mexico retail).

! Case No. 10-00015-UT, In the Matter of Southwestern Public Service Company’s (“SPS™)
Application to the New Mexico Public Regulation Commission for a Final Order Granting: (1) Approval
of SPS’s Solar Purchase Power Agreements with SunE SPS1, LLC through SunE SPS5, LLC; (2)
Authorization for SPS to Recover all Reasonable Costs of the Solar PPAs; (3) Authorization to Recover
Costs Associated with the Solar Deferral Variance; (4) Acceptance of SPS’s Report in Compliance with the
Commission’s Order in Case No. 09-00258-UT; and (5) All Other Approvals, Authorizations, or Variances
Required for SPS’s Performance and Cost Recovery under the Solar PPAs, Final Order Approving
Recommended Decision (Sept. 14, 2010).
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Please refer to Appendix B, pages 1 and 2, for SPS’s Plan Year and Next Plan Year
projected RPS-related procurement costs by resource type and program cost, at a
summary level. Appendix C provides the detailed calculations and assumptions used to
provide the procurement costs.

Regarding cost recovery, in SPS’s Case No. 12-00350-UT,? the Commission
approved a renewable rider for SPS to recover its annual renewable costs, annual deferred
renewable costs, and true-up balance of previous RPS compliance costs. Costs for
economic energy related to SPS’s wind and solar contracts will continue to be collected
through SPS’s fuel and purchased power cost adjustment clause. Please refer to the
direct testimonies of Ms. Sakya and Mr. Luth for the calculation of the 2020 RPS revenue
requirement, additional detail on RPS cost amounts, and the calculation of the 2020 RPS

Rider rate and RPS Reconciliation Rider Rate.

D. Reasonableness and Load Following Requirements of Proposed
Procurements (Rules 572.14(B)(8) and (9))

SPS is not seeking approval of any new energy resource procurements in this

proceeding. Accordingly, Rules 572.14(B)(8) and (9) are not applicable.

E. Comparison to SPS’s Integrated Resource Plan (Rule
572.14(B)(10))

2 Case No. 12-00350-UT, In the Matter of Southwestern Public Service Company’s Application
for Revision of its Retail Rates Under Advice Notice No. 245, Final Order Partially Adopting
Recommended Decision (Mar. 26, 2014).
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SPS’s current Integrated Resource Plan (2018 IRP”) was accepted in Case No.
18-00215-UT.? In its 2018 IRP, SPS assumed for modeling purposes, full compliance
with the RPS requirements of the Renewable Energy Act and Rule 572. Nevertheless, in
recognition of SPS’s RCT constraints, SPS did not propose in its 2018 IRP to acquire
additional RPS-related renewable resources. As discussed by Ms. Sakya, SPS: (1) need
not add any additional renewable generation to meet the overall RPS requirements for the
Plan Year and Next Plan Year. The updated requirements of the RPS set by the ETA
came into effect after SPS’s 2018 IRP received PRC acceptance; therefore, the updated
RPS requirements are not reflected in that filing. SPS’s next IRP filing will need to

address the increased RPS requirements passed by the ETA.

F.  SPS’s Filing for the Plan Year and Next Plan Year is in the Public
Interest (Rule 572.14(B)(11))

SPS’s 2020 RPS Plan balances New Mexico’s goals for renewable energy
development, not only as a whole, but also through the use of diverse renewable
generation resources with customer protections through the cost limitations brought on by

the RCT. Please refer to Ms. Sakya’s direct testimony.

® Case No. 18-00215-UT, In the Matter of Southwestern Public Service Company’s 2018
Integrated Resource Plan for New Mexico, Final Order (December 5, 2018).
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Appendix A: Summary of Renewable Energy Generation and REC Transactions (in MWh)

For Calendar Year 2020

Line

No. Description Total
1 2020 NM Retail Sales 9,407,694
2 Less Voluntary Program Sales 4,122
3 Net 2020 NM Retail Sales 9,403,572
4 Overall RPS Requirement (%) 20%
5 RPS Obligation (L3 * L4) 1,880,714
6 Beginning REC Balance 1,442,437
7  Generation:
8  Wind
9 Hale - NM Allocation 888,842
10 Sagamore - NM Allocation -
11  Caprock Generation - 100% 318,870
12  San Juan Generation - 100% 404,610
13 Mesalands Generation -
14 Solar
15 SunEdison Solar Generation - 100% 90,460
16 Distributed Generation
17 Company Owned Solar Generation 150
18 SolarRewards 13,214
19 Total Annual Generation (Sum L9 : L18) 1,716,146
20 Less Transfers to Wholesale Customers (San Juan, Caprock) 90,507
21 Less Expiring RECs -
22 Less Annual RPS Obligation (L5) 1,880,714
23 REC Adjustments from Prior Years -
24  Annual Excess/(Deficiency) (L19 - L20 - L21- L22 + L23)" (255,076)
25 Cumulative Excess/(Deficiency) (L6 + L24) 1,187,361

Notes:

' SPS's general policy is to retire RECs on a first-in-first-out basis (that is, SPS retires the oldest year
RECs available first before current generation).
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Southwestern Public Service Company
Appendix A: Summary of Renewable Energy Generation and REC Transactions (in MWh)
For Calendar Year 2021

Line

No. Description Total
1 2021 NM Retail Sales 10,901,410
2  Less Voluntary Program Sales 3,710
3 Net 2021 NM Retail Sales 10,897,700
4 Overall RPS Requirement (%) 20%
5 RPS Obligation (L3 * L4) 2,179,540
6 Beginning REC Balance 1,187,361
7  Generation:
8 Wind
9 Hale - NM Allocation 955,245
10 Sagamore - NM Allocation 1,045,165
11 Caprock Generation - 100% 317,490
12 San Juan Generation - 100% 403,110
13 Mesalands Generation -
14 Solar
15 SunEdison Solar Generation - 100% 89,330
16 Distributed Generation
17 Company Owned Solar Generation 150
18 SolarRewards 12,593
19 Total Annual Generation (Sum L9 : L18) 2,823,082
20 Less Transfers to Wholesale Customers (San Juan, Caprock) 83,950
21 Less Expiring RECs -
22 Less Annual RPS Obligation (L5) 2,179,540
23 REC Adjustments from Prior Years -
24 Annual Excess/(Deficiency) (L19 - L20 - L21- L22 + L23)1 559,592
25 Cumulative Excess/(Deficiency) (L6 + L24) 1,746,953

Notes:

! SPS's general policy is to retire RECs on a first-in-first-out basis (that is, SPS retires the oldest year

RECs available first before current generation).
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Attachment RMS-5(CD)
Case No. 19-00134-UT

CASE NO. 19-00134-UT

IN THE MATTER OF SOUTHWESTERN PUBLIC SERVICE COMPANY’S
APPLICATION REQUESTING: (1) ACKNOWLEDGEMENT OF ITS FILING OF
THE 2018 ANNUAL RENEWABLE ENERGY PORTFOLIO REPORT; (2) APPROVAL
OF ITS ANNUAL RENEWABLE ENERGY PORTFOLIO PROCUREMENT PLAN FOR
PLAN YEAR 2020; (3) APPROVAL OF THE PROPOSED RATE FOR ITS 2020

RENEWABLE PORTFOLIO STANDARD RIDER; AND (4) OTHER ASSOCIATED RELIEF.

Attachment RMS-5(CD)
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