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Energy Transition and Renewable Energy Acts

The PRC mustissue a report to the Legislature by 07/01/2020, and each July 1st every four years
thereafter.

The 2024 report includes discussion of:

* Investor-owned utilities and electric cooperatives compliance in meeting the effective RPS
target

* Clean energy technologies such as renewables

» Utility forecasts such as load expectations and IRP plans
* Existing grid facilities such as transmission

* Environmental protection

* Public safety

* Affordability for ratepayers

* System reliability

* Barriers to achieving the RPS




In 2019 the ETA expanded on the
REA and set the following RPS RPS step-up schedules
targets: 100%
90%
Investor-owned utilities: 80%
« 15% byJan 1, 2015 70%
e 20% byJan 1, 2020 60%
e 40% byJan 1, 2025 50%
* 50% by Jan 1, 2030 40%
* 80% bylJan 1, 2040 30%
« 100% by Jan 1, 2045 e
10%
Electric cooperatives: 0%
e 50y byJan 1, 2015 2010 2015 2020 2025 2030 2035 2040 2045 2050 2055
« 10% by Jan 1, 2020 I0Us  ——Co-ops
e 40% byJan 1, 2025
« 50% by Jan 1, 2030
 Atleast80% byJan 1, 2050
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Decoding New Mexico Retail Electricity Preferences

The updated compliance schedules reflect time periods of only renewable energy resources
supplying electricity to NM retail customers to meet RPS requirements, and others including the
consideration of zero carbon resources:

e 2019-SB489, Section 29 for IOUs:

“(5) no later than January 1, 2040, renewable energy resources shall supply no less than eighty percent of all retail sales
of electricity in New Mexico; provided that compliance with this standard until December 31, 2047 shall not require the
public utility to displace zero carbon resources in the utility's generation portfolio on the effective date of this 2019 act;”

* 2019-SB489, Section 26 for Co-ops:

“(3) a distribution cooperative shall have the following targets and requirements for renewable energy and zero carbon
resources as a percentage of the distribution cooperative's total retail sales in New Mexico: (a) a requirement of forty
percent renewable energy by January 1, 2025;”

It is inferred from the legislative mandate that New Mexico generally prefers electricity sales to retail
customers generated by renewable energy resources




Retail Electricity Sales Generated by Renewable
Energy Resources

IOU RPS requirements

* Environmental attributes such 100%

as avoided emission costs of 90%
burning fossil fuels 80%

* Almost zero marginal cost for 70%
renewables

60%

* no fuel cost, low O&M
50%

* Declining long-term average
costs of solar & wind resources

40%
- , 30%
» Utility-scale projects allow for

economies of scale 20%

e Solar, wind, geothermal 10%

resource potential in NM & SW 0%
region 2010 2015 2020 2025 2030 2035 2040 2045 2050 2055
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RPS Compliance & Resource Planning

Regulatory Compliance Needs

As a mechanism, the RPS requires procuring renewable energy to obtain a Renewable Energy Certificate (REC) to retire as a
demonstration of compliance

From a supply perspective, this compliance need to retire RECs to meet RPS requirements in NM provides significant
incentive to seek out electricity generated by renewables instead of by fossil fuel resources for retail delivery; see annual
Renewable Energy Act (REA) plans

Generalized System Needs

Changes in load & capacity expectations from increasing electrification and distributed energy resources (DER)
Resource mix constraints from the legislative mandate for the supply of electricity to NM retail customers

Integrated Resource Plans (IRP) are the starting point for analyzing needs, but the resources that respond to solicitations are
determined by the market

Existing Resources vs. Resource Additions — Summarized statements from IRPs

EPE discussed increasing retail growth and receiving several large-load customer inquiries, and in the near-term intends to
utilize short-term purchases, delayed retirements, and prior RFP resources until new large-scale resources are added

PNM faces the retirement of more than 500 MW of firm capacity, about a quarter of peak demand, stemming from the
expiration of the Valencia PPA, exit from Four Corners, and the end of the depreciable life of Reeves Generating Station

SPS anticipates rapid load growth from oil and gas electrification and other large loads, while planning for the retirement of
its remaining 1.4 GW gas steam fleet within the planning period




RPS Scorecard in 2024 Report
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Table 1: Utility RPS Projected Compliance 2024 & 2025

Metric Year PNM SPS EPE
i 2024 1,596 | 2,201 356
RECs Required (GWh)
2025 3.276 | 4.940 717
) 2024 1.687 1.576 34
RECs Excess/(Deficiency) (GWh)
2025 2,754 | -1,228 10
. 2024 20
Percent Requirement
2025 40
2024 41.14 34 219
Percent Met
2025 73.63 40 40.6

2026

* Primarily met with renewable purchased power agreements & self-build generation projects; along with energy storage agreements

* Prior-year banked RECs also being utilized currently and prospectively for future compliance

* Around 70,000 MWh of DG RECs retired for IOU RPS compliance

* Jurisdictional reassignment and reallocation of renewable energy resources

* Co-ops mostly utilize renewable energy purchases from wholesale power supplier such as Tri-State G&T
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Table 10: El Paso Electric (EPE) Projects
Safe Tariff
Filing ction ITC/PTC Harbor/ Impact
A Project Type Estimated 2023 Estimated 2025 o ) "
Docket Status Project RECs RECs Eligibility Physical Work Expected?
1 2 3 CRLEF/Four Biogas 18,315 15,979 10 11 12
- Peaks
23-00353-UT | Approved [QuaitRanch Soqimap & o drinner | Solar 29.077 48,587 ves ves No
23-00353-UT Approved  |Quail Ranch Stof| SunEdison Solar 52.296 51,775 Yes Yes No
Macho Springs Solar 22,016 22,326
23-00353-UT Approved  |Sky Ranch Storag (PIIOL, : : Yes Yes No
Eb Macho Springs Solar N/A 34,690
23-00353-UT Approved  |Route 66 Storage{| Reallocation Yes Yes No
23-00353-UT Approved  |Sandia Storage || proposed Yes Yes No
T Carne Solar 0 132,781 EA v T N
24-00271-UT | Approved  [SUnNbettProject e o Solar 10,334 10,340 P £ Encng ®
24-00271-UT Approved  [Sunbelt Project §| Holloman Solar 6,527 6,461 GIA Yes Not Required No
" Buena Vista 1 Solar 42,550 75,468
b - Valencia Power 2 2
24-00271-UT | Approved BV1 reallocation | Solar N/A 272476 na na na
24-00271-UT Approved  |Sun Lasso Storag| Buena Vista 2 Solar 49,958 62.375 Yes Not Required No
24-00271-UT | Approved |Corazon Storage|| Distributed Ge‘;- : Va;“"“sm g S ISR Yes Not Required No
25-00055-UT Applied  BESS Project Sty See | i Q Gl Yes NotRequired  Uncertain
Total RECs for 288,776 756,257*

RPS

Source: EPE RPS Plan 2024

Affordability guardrails — Procurement costs pursuant to the REA are compared to a Reasonable Cost Threshold

(RCT) as provided by the legislature

* Renewable energy PPA’s observed to be less than RCT, while some self-builds shown to exceed it [docket #23-00196]

Renewable energy complimented by battery storage resources in resource mix

Market outcomes — Maturity of other utility-scale technologies such as long duration energy storage (LDES) &
hydrogen technologies




Barriers to Achieving the Renewable Portfolio
Standard in Future

* Interconnection and supply chain delays
Rush to market for renewable energy resources
retirement/abandonment of fossil fuel resources in planning period

Changes in federal policy and incentives for clean energy deployment (i.e. tax
credits)

* Technological change

* What resources are currently responding to solicitations and RFPs? Will that change
down the road as other technologies mature?




NEW MEXICO
PUBLIC REGULATION
COMMISSION

Summary

The RPS is an efficient tool for obtaining renewables, a process which appears to require a
renewable buildout complimented by batteries, and which induces an exit from fossil fuel
resources

Renewable energy is being procured, with battery storage resources complimenting variable
energy resources

Solar & wind are the prevailing renewable technologies in the resource mix, but with a few
case examples like geothermal (PNM’s Lightning Dock) and hydrogen resources (Kit Carson’s
feasibility study at La Questa), and other technologies similarly still maturing (longer
duration battery)

NM state energy policy for retail electricity aligns with other energy consumers clean energy
policy goals (e.g., government and corporate carbon free energy policies)

Present value of planning for zero carbon resources and REC-like compliance framework

Stakeholders can engage with the energy transition efforts, and review REA & IRP plans
through the NMPRC: provide public comment, attend open meetings
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