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oRDER REQUESTING COMMENTS


	On January 16, 1998, certain parties filed a Restated Stipulation in this proceeding.  The Restated Stipulation was subsequently amended twice and, as amended, was agreed to by the original signatories and by additional signatories.  A hearing on the Restated Stipulation was conducted in March 1998, and a Proposal for Decision (PFD) was issued on May 21, 1998.  On June 24, 1998, the Commission addressed the merits of the docket.  Following these deliberations, the Commission requested the parties to meet and determine whether an agreement could be reached consistent with the Commission’s deliberations.


	Interested parties filed pleadings on June 29 and 30, 1998 that provided status reports on their discussions regarding the Commission’s deliberations.�  Included in these pleadings is a draft Restated Stipulation (Revised), which the signatory parties filed.  In its June 30, 1998 open meeting, the Commission further deliberated the merits of the docket in the context of the pleadings filed on June 29 and 30, 1998.


	Following its deliberations in its June 30, 1998 open meeting, the Commission indicated that it intends to issue a final order consistent with the Restated Stipulation (Revised), subject to certain changes that are necessary to protect the public interest.  The changes that the Commission intends to incorporate are described in this Order.  Interested parties may file written comments concerning the changes that the Commission intends to incorporate in its final order no later than noon, July 15, 1998.


	The Commission intends to incorporate the following changes in its final order:





1.	The balance of benefits in Year 4 and Year 5 of the transition period is modified.  In each year, refunds to ratepayers shall be at least 50 percent of the excess earnings above the earnings cap, as stated in Section VII of the Restated Stipulation (Revised), but in no event be lower than 60 percent of the savings attributable to the elimination of the power cost recovery factor (PCRF).  Upon determination of the appropriate level of refunds to ratepayers in each year pursuant to this earnings sharing methodology, the remainder of the excess earnings above the earnings cap shall be applied as accelerated depreciation to reduce the book value of TNP One.





2.	The purpose of the Interim Proceeding occurring after Year Three of the transition period, the scope of the Commission’s review in the Interim proceeding, and the scope of the action the Commission may take after such a review are modified.  The Interim Proceeding will ensure that Texas-New Mexico Power Company (TNMP) has conformed the plan to any Legislation Implementing Retail Competition and will provide the Commission the opportunity: (a)  to review the information filed in the Interim Report on or before May 15, 2001, and any other information filed in the Interim Proceeding, and (b) to determine whether the allocation of the balance of benefits for Year 4 and Year 5 of the Transition Plan continues to remain in the public interest.  If not, the Commission reserves the right to make any changes to the allocation of the balance of benefits to protect the public interest.  The purpose of the Interim Proceeding is not to conduct a rate case proceeding.





3.	The level of O&M expenses used in calculating excess earnings above the earnings cap is modified.  If the actual O&M expenses for any year, calculated pursuant to Section IX. of the Restated Stipulation (Revised), are greater than the projected O&M expenses for such a year, as reflected in PFD Attachment C, then the projected O&M expenses shall be used for the purpose of calculating the amount of excess earnings above the earnings cap.





4.	The annual ceiling on the level of increases in capital additions that is employed in calculating excess earnings above the earnings cap is modified.  Capital additions to TNMP’s jurisdictional production plant in excess of 1.5 percent of TNMP’s net plant in service as of December 31 may not be included in the calculation of TNMP’s rate base, unless TNMP demonstrates that the additions are reasonable.





5.	The amount of revenues imputed for discounted rates (i.e., TNMP’s economy service tariffs) in the calculation of excess earnings above the earnings cap is modified.  The amount of $4,118,353 shall be imputed, consistent with the direct testimony of Office of Public Utility Counsel (OPC) witness Mr. Clarence Johnson in OPC Exhibit 29.





6.	The information filed by TNMP on May 15 of each year for the purpose of calculating excess earnings above the earnings cap is expanded to include detailed information specifying, on a monthly basis, the amount of fuel savings that would have flowed through to ratepayers had the PCRF not been eliminated.





7.	The scope of Excess Cost Over Market (ECOM) relief that TNMP may obtain in the 2002 Rate Case is modified in three ways, subject to any legislation enacted prior to the 2002 Rate Case.  The Commission will approve the recovery of 100 percent of any remaining ECOM only if:





(a)	TNMP uses a reliable and appropriate market-based methodology to quantify such ECOM;


(b)	Any proposed allocation of remaining ECOM is fair and equitable to all customer classes; and


(c)	TNMP voluntarily implements retail access effective January 1, 2003.





8.	In view of the Commission’s proposed modifications, it will not order the systemwide $2.2 million refund specified in the Restated Stipulation (Revised).  Refunds to the Gulf Coast Cities, however, shall be prorated to May 15, 1997.





	SIGNED AT AUSTIN, TEXAS the 7th day of July, 1998.


	PUBLIC UTILITY COMMISSION OF TEXAS





		


	STEPHEN J. DAVIS


	CHIEF


	OFFICE OF POLICY DEVELOPMENT
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	�  These pleadings include Status Report (filed June 29, 1998); Joint Status Report of Dynegy, Inc., Power Choice, Inc., and Power Resources Group (filed June 29, 1998); Report of Office of Public Utility Counsel, the State of Texas, Enron Energy Services, Clear Lake Cogeneration Limited Partnership, Dynegy, Inc., Power Resource Group, Power Choice, Inc. and Gulf Coast Coalition of Cities Regarding Efforts to Balance the Interests of Ratepayers and Shareholders in Revisions to the Restated Stipulation (filed June 29, 1998); and Responsive Modifications to the Restated Stipulation and Request for Approval (filed June 30, 1998).
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