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TEXAS-NEW MEXICO POWER COMPANY


TOTAL TEXAS


ADJUSTED PRODUCTION O&M EXPENSES


FOR THE TEST YEAR ENDED DECEMBER 31, 1996





SPONSOR:  R.M. WILSON








PLANT NAME:  TNP ONE                                                  





An annual maintenance outage was scheduled and performed on Unit 2, in the fall of 1996.  As part of the outage, an inspection of the generator was performed.  The inspection represents a major maintenance event and is not expected to be repeated for at least seven years.  Periodic inspections of generators and turbines are a standard industry practice as well as encouraged by insurance carriers.   Generally Accepted Accounting Practices (GAAP) allow significant expenditures that yield benefits in excess of one accounting period, to be capitalized and amortized over the projected periods of benefit.  The total of approximately $339,320 was deferred and will be amortized over seven years.  $41,228 has been added to the test year to adjust to a full year of amortization.





During the same outage, replacement of the cyclone refractory was performed.  The “target” area of the cyclone refractory was replaced.  The exhaust gases that circulated through the cyclone are laden with ash and unburned fuel particles.  The particles, velocity and heat of the gas creates a very abrasive mixture.  The target areas are the first point of contact of the gas stream.  The refractory is provided as a wear element with the express purpose of protecting the actual structure of the cyclone.  The target areas have demonstrated a life of approximately three years.  The total of $209,055 was deferred and will be amortized over 36 months.  $58,068 has been added to the test year to adjust to a full year of amortization.





Similar cyclone refractory replacement was performed on Unit 1 during the spring 1997 outage.  The total of $233,201 was deferred and will be amortized over 36 months.  $77,734 has been added to the test year to adjust to a full year of amortization.





During the test year, a settlement was received related to insurance claims for tube leaks.  The settlement received was in excess of the amount deferred.  The total received was credited to Production O&M accounts during the test year.  





									WP/H-2


									Page 2 of 2








TEXAS-NEW MEXICO POWER COMPANY


TOTAL TEXAS


ADJUSTED PRODUCTION O&M EXPENSES


FOR THE TEST YEAR ENDED DECEMBER 31, 1996





SPONSOR:  R.M. WILSON





$122,380 has been added to the test year to offset the one time insurance settlement.





As noted above, the generator of Unit 2 was inspected during the fall of 1996.  The generator inspection is the first of such inspections to be performed.  The Unit 1 generator, Unit 1 and Unit 2 turbines are currently scheduled for inspection.  The inspections are staggered over the years, through the spring of 1999.  A “budgetary” quote has been provided by the OEM for a limited scope to include disassemble/clean/inspect/reassemble.  The quote was derived from the inspections of similar sized units serviced by the OEM.








The inspection of  the Unit 1 generator and  low pressure (LP) turbine stage is scheduled for the Fall of 1997 at a cost of $520,100. The inspection of the Unit 1  HP/IP turbine stages is scheduled for the Fall of 1998, at a cost of $564,100.  The final inspection is scheduled for the Spring of 1999 for the Unit 2 HP/IP/LP turbine stages.  The inspection is budgeted for $482,000.  





The total cost of the inspections will be amortized over seven years. To represent a full year of amortization, $223,800 has been added to the test year for the planned generator and turbine inspections.





Additional costs may be incurred to repair or replace any equipment or materials beyond the scope of the “inspection.”  These additional costs have not been included as a test year adjustment.  The annual adjustment included for the inspections, represents a known, planned  expenditure.














