NOTICE OF RATE DECREASE REQUEST





	On July 31, 1997, Texas-New Mexico Power Company (“TNMP”) filed the TNMP Transition Plan in accordance with the regulations of the Public Utility Commission of Texas.  The proposed effective date of such change is January 1, 1998.  The period of the TNMP Transition Plan is five years (the “Transition Period”), beginning on the proposed effective date and ending on December 31, 2002.  All classes of customers receiving service from TNMP will be affected by said proposed rates.  TNMP serves approximately 170,000 customers in Texas.  The proposed rates for all of TNMP’s Texas operations over the transition period will decrease gross revenues to the Company with respect to current revenues.  The reductions will occur January 1, 1998, January 1, 2000, and January 1, 2002 in the approximate amounts of $4.5 million, $3.6 million, and $3.6 million, respectively.  The total expected decrease over the five-year Transition Period is approximately $11.7 million.


	The purpose of this filing is to obtain approval for the TNMP Transition Plan which will achieve an orderly transition to competition in the electric utility industry.  The TNMP Transition Plan has five primary components:


The TNMP Transition Plan has five primary components:


(1)	A five year Transition Period, beginning January 1, 1998.





(2)	Rate benefits to customers, including rate decreases for residential and commercial customer class, a rate freeze for industrial customers, and the elimination of the Power Cost Recovery Factor (PCRF).





(3)	Recovery of Excess Costs Over Market (ECOM) through: 





(a)	accelerated depreciation and a lower rate of return on equity for TNP One ECOM;


(b)	creating a regulatory asset by redirecting the recovery of depreciation on transmission and distribution assets to the depreciation of TNP One ECOM; and


(c) 	setting an earnings cap and applying any earnings in excess of the cap to the depreciation of TNP One ECOM.





(4)	Choice of electric energy suppliers, open access, and unbundled service prices by January 1, 2003.





Quantification of actual ECOM at the end of the Transition Period with either a refund of any over-recovery of ECOM or the implementation of a Competitive Transition Charge (CTC) to recover any remaining ECOM over a five-year period (Post-Transition Period).


	During the Transition Period, TNMP will have a fair and reasonable opportunity to reduce expenses, mitigate its purchased power costs, and reduce the “stranded costs” associated with TNP One, TNMP’s generating plant.


	A complete copy of the requested rate filing package is on file with the Public Utility Commission of Texas.  You may inspect a copy of the filing during normal business hours at the business office of Texas-New Mexico Power Company in your area.


	Persons who wish to intervene in or comment upon these proceedings should notify the commission as soon as possible, as an intervention deadline will be imposed.  A request to intervene or for further information should be mailed to the Public Utility Commission of Texas, P.O. Box 13326, Austin, Texas 78711-3326.  Further information may also be obtained by calling the Public Utility Commission’s Office of Consumer Affairs at (512) 936-7120.  Hearing- and speech-impaired individuals with text telephones (TTY) may contact the commission at (512) 936-7136.  The deadline for intervention in the proceeding is 45 days after the date the application was filed with the commission.  


	


