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SUMMARY 
 
     Synopsis of Bill 
 
Senate Bill 592 amends provisions of the Public Utility Act by allowing electric utilities to re-
cover from its ratepayers the costs of voluntarily installing air emission reduction technologies at 
its generating plant through a special cost recovery rate rider, if approved by the Public Regula-
tion Commission. The bill requires the Department of Environment to certify that the emissions 
reduction project creates significant environmental benefit with minimal cost but maximum 
flexibility for the proposed air emissions reduction. 
 
     Significant Issues 
 
The PRC and NMED has cited concerns with the provisions of this bill. The primary concern is 
that allowing a rate-rider increase mechanism could allow the utility to pass on the cost of the 
improvement and keep the efficiencies generated from them. The PRC as a matter of policy does 
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not allow for rate riders because not all costs or benefits are considered in such a cost-benefit 
analysis.  Rather, the analysis focuses on the improvement as a standalone item.  
 
NMED highlights several concerns with the language proposed in SB 592, which are reprinted 
below. 

Environmental Benefit. This bill is potentially beneficial to the environment, but requires 
amendments in order to ensure that it is beneficial.  The bill, in its present form, does not en-
sure that there will be actual or overall benefits to the environment.  Without amendments, 
the bill can result in a financial benefit to electric utilities without resulting in an actual or 
overall benefit to the environment. 

The bill requires that the emissions reductions project demonstrate that it will have “pro-
jected emissions reductions.”  However, the bill should ensure that while one pollutant is de-
creased, other pollutants are not increased or other resources used.  Therefore, the bill should 
include a prohibition that there will not be an increase in emissions of other air pollutants or 
an increase in discharges of contaminants to surface or ground water.  For example, the re-
duction of emissions of volatile organic compounds (VOC) can result in an increase in ni-
trous oxides (NOx) emissions.  An amendment is suggested below to address this issue.  

The purpose of the bill is to allow utilities to pass on costs to consumers for emissions reduc-
tions projects that are “voluntary,” that is, not otherwise required by law.  Expertise in state 
and federal emissions requirements, however, is required to evaluate whether a project is 
truly voluntary or whether it is required by law.  The bill, as written, could allow recovery for 
costs of projects that are not voluntary.  An amendment is suggested below to address this is-
sue.   

SB 592 requires the Environment Department to certify that the project creates “significant 
environmental benefits, including reduction of the level of air emissions . . . below current 
federal or state requirements . . . “All facilities must currently meet federal and state air emis-
sions requirements.  Under the proposed language, the actual emissions from the plant could 
increase significantly as a result of new construction and still be less than the “current federal 
or state requirements” or less than the allowable emissions in the facility’s air permit.  Due to 
the results of bottlenecking in plant processes and the inability of older equipment to perform 
optimally, it is not uncommon for an electric utility plant to emit less in practice than allowed 
under federal and state requirements or under its air permit.  If actual emissions are not de-
creased, there is no actual benefit to the environment.  An amendment is suggested below to 
address this issue. 

The bill requires a certification by the Environment Department that the project, among other 
things, “minimizes the costs and maximizes the flexibility in relation to the proposed reduc-
tion in air emissions.” (Page 7, line 14.)  The standard set forth by this language is not suffi-
ciently clear.  Additionally, the Air Quality Bureau of the Environment Department does not 
have the technical expertise to make such an assessment.  This language should be deleted. 
 
Beneficiaries of Environmental Benefit and Rate Payers. SB 592 requires that the utility sup-
ply power to New Mexico retail customers.  A number of New Mexicans purchase power 
from utilities in surrounding states, including Texas and Colorado.  The principal environ-
mental benefit would be derived from out of state ratepayers, not ratepayers in New Mexico.  
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However, under the current provisions of the bill, New Mexico ratepayers could pay the full 
cost of the projects.  An amendment to fairly allocate costs is suggested.   
NMED is not reviewing this bill for effects on ratepayers other than as stated above.  The po-
tential negative effects on ratepayers can be best addressed by other agencies. 

 
FISCAL IMPLICATIONS 
 
Senate Bill 592 does not contain an appropriation. 
 
TECHNICAL ISSUES 

NMED suggested amendments:    

Page 7, lines 11-13; "(a) creates significant environmental benefits, which must include 
including reduction in of the level of actual air emissions at the generating plant, no in-
crease in the level of actual or allowable air emissions, and no increase in the discharge 
of contaminants to surface or ground water;  below current federal or state requirements 
and"  

Page 7, lines 14-16: “(b) minimizes the costs and maximizes the flexibility in relation to 
the proposed reduction in air emissions the air emissions reduction project is voluntary 
and not otherwise required by federal or state statute, regulation or permit.”  

Page 6, line 12: “full and timely recovery of the fairly allocated costs”. 
 
POSSIBLE QUESTIONS 
 

1. What types of costs associated with the “voluntary installation” are recoverable through 
the rate-rider proposed by this bill?  Specifically, does the amendment allow recovery of 
overhead costs, including engineering studies and a return on the utility’s investment in 
the additional plant?   

2. Does clause “below current federal and state requirements”, identified in the bill, refer to 
the requirements of a facility operating permit or to state or national ambient air quality 
standards? 
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