September 28, 2006

A persongi conmmitment
Mr. Ronald X. Montoya to New Mexico
New Mexico Public Regulation Commission
224 East Palace Avenue
Santa Fe, NM 875301

RE:  Case No. 06-00241-UT
Dear Mr. Montoya:

Enclosed please find the Initial Comments of Public Service Company of New Mexico on the
Notice of Proposed Rulemaking Regarding Net Metering in the above referenced proceeding.

The original and fourteen copies are for filing. Please conform the extra copy for our files and
return with our courier. If you have any questions regarding this filing, please contact me at 505-
241-2479,

Respectfully,
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Thomas J. Wander
Director, Regulatory Projects
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BEFORE THE NEW MEXICO PUBLIC REGULATION COMMISSION

IN THE MATTER OF AN INQUIRY )
INTO THE PROVISION OF )
NET METERING SERVICES ) Case No. 06-00241-UT
BY ELECTRIC UTILITIES )
)

INITIAL COMMENTS OF PUBLIC SERVICE COMPANY OF NEW MEXICO

ON THE NOTICE OF PROPOSED RULEMAKING REGARDING NET METERING

Public Service Company of New Mexico (“PNM”) hereby provides its Initial
Comments on the Notice of Proposed Rulemaking (“NOPR”) issued by the New Mexico
Public Regulation Commission (“NMPRC” or “Commission”) on September 7, 2006 in this
proceeding. The NOPR proposes to amend 17.9.570 NMAC (“Rule 570) to clarify how net
metering should be conducted between a public utility or rural electric cooperative and
qaa}.ifymg facilities (QFs), as defined by Federal Energy Regulatory Commission (FERC) at
18 CFR Section 292, that have a design capacity rating above 10 kW. Generally, PNM fully
supports the proposed NOPR, but does have recommendations and specific edits that PNM

believes will help to clarify the meaning of the amended language,

INTRODUCTORY COMMENTS

On August 30, 2006, NMPRC Staff filed recommendations for amendments to Rule
570 that reflect a general consensus reached among various stakeholders developed during
two exchanges of informal written communications and three days of interactive workshop

discussions. PNM fully participated in these processes. From PNM’s perspective, these
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processes were highly effective in achieving a consensus among the parties as described
below.

. The Commission should address any revisions to the interconnection
standards and procedures currently set forth in Rule 570 and 17.9.571 NMAC (*Rule 571™)
in a separate NOPR. One objective of this approach was to enable the Commission to
expeditiously adopt the necessary amendments to Rule 570 that would clarify by year-end
2006 how net metering and related billing practices should be conducted. A separate
interconnection rulemaking could also address interconnection of distributed generation
facilities that are not QFs. Currently, Rules 570 and 571 apply only to QFs. (For example,
see Rule 570.6(A) and Rule 571.10(B).) New models for interconnection standards and
procedures are available that the Commission and parties can use in such a rulemaking,
including a new standard for the interconnection of distributed resources by the Institute of
Electrical and Electronics Engineers, Inc. (“IEEE”), new FERC interconnection standards,
and new standards adopted by California, Texas and Colorado. PNM, therefore, urges the
Commussion to establish a separate rulemaking to develop updated, amended interconnection
standards and processes in Rule 570 that would apply to both QFs and non-QFs.

. Amendments to Rule 571 are not necessary and the simplified procedures in
Rule 571 that are applicable to small generators rated at 10 kW or less are not appropriate for
larger sized generators,

. The exisiing Rule 570 is very unclear; this was demonstrated by ithe fact that
although the parties found that they generally shared a common vision of how net metering
and the related billing practices under Rule 570 should be conducted, they had differing and

conflicting interpretations of what the existing language in Rule 570 implied or required.

-2- GCG #284074



The realization of a generally shared common vision greatly helped in developing consensus
among the parties as to what clarifications were necessary to Rule 570 and facilitated Staff’s

early filing of 1ts report to the Commission on August 30th.

RECOMMENDATIONS FOR EDITS TO THE NOPR

PNM has the following edits — shown in legislative format -- to recommend to the
proposed amendments to Rule 570 that are provided in the NOPR. These edits primarily aim
to make the language consistent with Staff’s proposed language and to ensure clarity of
meaning so that all parties, upon reading, will have a common understanding of how net
metering and related billing procedures will be conducted. These edits also provide
consistency between the net metering requirements of Rule 570.10(C) and the Standard
Interconnection Agreement for Qualifying Facilities with a Design Capacity of 100 Kilowatts
or Less” that is included in Rule 570.15. It is worth noting that the standard form contract
does not limit the application of Rule 570 to a maximum size of 100 kW. Instead, for
facilities with generation capability larger than 100 kW, the standard form contract becomes
the starting point for discussions between the owner of the QF and the public utility or rural
electric cooperative and enables the parties to additionally address specific issues that may be
raised due to the facility’s size and location on a utility’s or rural electric cooperative’s

distribution system.

¢ Page &, Section C(1): change the last sentence to read: “The net energy delivered
to either the qualifying facility or to the utility is the difference between the

energy produced by the qualifying facility’s generation and the energy that would
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have otherwise been supplied by the utility to the qualifying facility absent the
quahfying facility’s generation.”

= Page 8, Section C(2): change the second sentence to read: “The qualifying
facility shall be billed for the net energy delivered from the utility in accordance
with the tariffs that are applicable to the qualifying facility absent the qualifying
facility’s generation.”

« Page 21, Section F(2}{a): the beginning of this section should read: “[Utility]
[ Tri-State] shall install the metering necessary to mesure-determine the net energy
delivered ....”

» Page 22, Section F(2)(b): the fourth sentence of this section should read; “At the
end of the billing period [Utility] [ Tri-State] shall net all charges owed to [Utility]
[Tr1-State] by Producer and all payments owed by #ae-{Utility] [Tri-State] to

Producer.”

CONCLUSION
PNM believes that with the above changes the Commuission will have a rule that clearly
explains to all parties the procedures applicable to net metering for generation facilities larger
than 10 kW and which can be fully implemented while the Commission considers in a

separate rulemaking matters relating to interconnection standards and procedures.
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Respectfully Submitted,

Gary Boyle, Associate General Counsel
Alvarado Square, MS-2822
Albuquerque, NM 87158-2822

(505) 241-4922

(505) 241-23068 (fax)

gary boyle(@pnmresources.com
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CERTIFICATE OF SERVICE

I HEREBY CERTIFY that a true and correct copy of the Initial Comments of Public Service
Company on the Notice of Proposed Rulemaking Regarding Net Metering was mailed by first
class mail, postage prepaid, this 28" day of September, 2006, to each of the following persons:

El Paso Electric Company Stacy Goodwin
Jim Haines, CEQ Randall Childress Taw Offices
P. O. Box 982 300 Galisteo, Suite 205
El Paso TX 79960 Santa Fe, NM 87501
Southwestern Public Service Company Jeffrey Fornaciari
David Hudson Hinkle, Cox, Faton, Coffield & Hensley
Director of Regulatory Administration 218 Montezuma
P.O. Box 1261 Santa Fe, NM 87501
Amarillo TX 79103
Farmer’s Electric Co-op., Inc. Central Valley Electric Coop., Inc.
Mr. Lance Adkins, Gen. Mgr. Chuck Pinson, Manager
P.O. Box 550 Clovis NM 88102 P. O. Box 230
Artesia, NM 88211
Sunny Nixon Daniel Najjar
Rodey, Dickason, Sloan, Akin & Robb P. O.Box 22249
P.O. Box 1357 Santa Fe, NM 87502
Santa Fe, NM 87501
Rural Electrification Cooperative Assoc. Tri-State Generation Transmission Assoc., Inc.
Keven Groenwald, Exec, VP & Gen. Mgr. Kea Rotf, Exec. Vice-President and
P.O. Box 389 General Counsel
Portales, NM 88130 P. O. Box 33695
Denver CQO, 80233
Lynn Behnfield Thomas Jim Heath
Rural Wind Initiative Entegrity Wind Systems, Inc.
C/o Global Energy P.O. Box 832
P.O. Box 16211 Charlottetown, PE, Canada CIA7L9
Albuquerque, NM 87191
Bill Dempster Allan Sindelar
{Global Ecotechnics Corp.) Positive Energy, Inc.
26 Synergia Rd. 3225A Richards Lane

Santa Fe, NM 87508 Santa Fe, NM 87507




Susan Innis

Western Resources Advocates
2260 Baseline Rd. #200
Boulder, CO 80302

Steven Michel, Esa.
NMIEC

2025 Senda de Andres
Santa Fe, NM 873501

Cary Lane

Energy Concepts
HC G8, Box 11AA
Sapello, NM 87745

Jeff Taylor, Esq.

Assistant Attorney General
P.O. Drawer 1508

Santa Fe, NM 87504

Craig O Hare

Special Assistant for Renewable Energy
EMRD

1220 S. St. Francis Drive

Santa Fe, NM 87505

Carla J. Sonntag

Executive Director

NM Utility Shareholders Alliance
1003 Tomas Ct., SW
Albuquerque, NM 87121

Hand Delivered To:
Dahl Harris, Esq.

Staff Counsel, NMPRC
224 East Palace Ave.
Santa Fe, NM 87501

Respectfully Submitted,
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Thomas J. Wander
Director, Regulatory Projects
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Ben Luce

CCAE

802 Early Street
Santa e, NM 87594

Peter Gould, Esq.
P.O. Box 31326
Santa Fe, NM 87594

David Griscom

Regional Development Corp.
10101 Marquez Place

Santa Fe, NM 87505

Jennifer Oliver
Government Affairs
Southwest Windpower
1801 West Route 66
[lagstaff, AZ 86601

Brian K. Johnson, PE
Bureau Chief

ENMRD Energy and Conservation & Man.Div.

1220 S, St. Francis Dr.
Santa Fe, NM 87505




