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Or1 Electricity Issues 

T he ways in which utilities plan for, supply, and utility operations on the local area and economy, and purchased power may allow a utility to avoid the 
price electricity, along with the ways users what customers expect from their utility in terms of construction of new generation. 
consume electricity are going through cost and services. The public participation portion 

fundamental changes. El Paso Electric is asking for takes place at the beginning of the IRP process so 
the suggestions of its customers to plan for these the results can be incorporated throughout the Efficiency Programs 
changes. El Paso Electric's service areas in Texas planning cycle. 
and New Mexico are unique. What works in other 
parts of the country may not necessarily be the best 
thing for customers in these areas. 

In the next 5 years, as the economics of El Paso 
and Las Cruces grow, the Company foresees the 
need for resources in the amounts as shown in 
Exhibit 5. El Paso Electric has emerged from 
bankruptcy and has a 10-year rate freeze in place in 
Texas. Therefore, the cost of any new generation 
must be covered without raising base rates. There 
are several options. The Company wants to know 
about your preferences and opinions with regard to 
the available options 

At the same time, competition is beginning to 
emerge in the electric industry, much like it did in the 
telephone industry. Competition may bring new 

The lntegrated Resource Planning Process 

All Utilities: 
1. Determine the need for future energy resources. 
2. Gather information from the public (the step we are 

in now). 
3. Prepare and file a Preliminary IRP with the PUCT. 

Utilities Proposing A Resource Solicitation: 
1. Hold a hearing on the Preliminary Plan-PUCT 

approves or modifies the Preliminary Plan. 
2. Solicit for resources. 
3. File a final IRP. 
4. Hold a hearing on the final IRP to approve the 

contracts resulting from the solicitation. 
5. Begin the process again in three years. 

A third option for meeting future energy needs is 
- to develop conservation programs to reduce the 

energy use of individual customers and avoid the 
need for a new plant. Because El Paso Electric's 
energy use per person is relatively low, it is unlikely 
this approach could satisfy all of the future need, but 
it might satisfy part of the resource needs. Energy 
efficiency means more than just not using electricity. 
It often requires investments to make buildings and 
factories more energy efficient. In some cases, 
energy efficiency is less expensive and, in other 
cases, it is more expensive than other options. 
Actions taken by customers can shift usage from one 
time period to another, thereby reducing the overall 
cost to the utility. Load management programs can 
benefit the utility system by reducing peak usage or 
by increasing the use of more efficient generating 
units. 

services, new choices, and new ways to thinkabout 
existing services. Competition may also bring a the Company PrOpOSeS a resource solicitati~n, Renewable Energy 

a hearing will be held on the preliminary plan. If the confusion during the transition. El Paso Electric 
Company does not propose a resource solicitation, needs to know the opinions of its customers A fourth option is to build facilities that use 

concerning new services, and the quality and method the Preliminary Plan will be reviewed by the PUCT for renewable enerW sources. The costs associated 
of delivew of existing services. compliance with the rules governing IRP. with building renewable energy facilities are still more 

Why Hold A Town Meeting? 

As participants in the Town Meeting, you will 
have an opportunity to discuss issues and options in 
both large and small group settings. You will also 
have an opportunity to ask questions of the different 
groups who have an interest in the outcomes of the 
process. After reflecting on the different perspectives 
and options, you should develop your own judgments 
based upon the things you find important. Your views 
as a participant in the Town Meeting are very 
important because, collectively, you represent the 
views of all 281,000 El Paso Electric customers. 

This pamphlet is designed to introduce you to 
some of the issues and options involved with: 

selecting resources to meet future energy 
needs; and 
new competition and ways to deliver utility 
services in the future. 

The large group session after lunch on Saturday 
will be taped for later broadcast on KCOS, 
Channel 13. During this televised session, you will 
have an opportunity to ask questions of 
representatives from the Public Utility Commission of 
Texas (PUCT). This governmental body is the state 
agency that is charged by state law with the 
protection of the public interest inherent in the rates 
and services of public utilities in the State of Texas. 

El Paso Electric's Planning Process 

State law in Texas requires each electric utility 
company to go through a detailed planning process 
as it considers the best way to meet customer needs 
in the future. In the law and in the rules of the PUCT, 
this process is called lntegrated Resource Planning, 
commonly known as IRP. 

IRP requires the utility company to consider a 
range of possible planning alternatives and to 
develop a "portfolio" or mix of resources that will 
provide efficient electric service in the future at a 
reasonable price. 

The planning process is difficult for two reasons: 

no one knows what the future will bring; and 
not everyone thinks the same things are 
important. 

Customers are the ones who pay the bills and 
make choices about the services they receive, so it 
makes sense to ask your advice when developing 
options to provide electric service in the future. 
Therefore, a part of the IRP process requires 
involving the public in order to gather information on 
local concerns about the environment, the effects of 

Although El Paso Electric serves customers in 
New Mexico as well as Texas, the Company is not 
required to file an IRP in New Mexico. However, 
El Paso Electric plans resources for its entire system; 
so, it is important to involve customers from both 
states. 

There are several factors to consider when 
selecting future generation resources, including the 
following: 

Lowest Cost 
Environmental Impact 
Reliability 
Customer Needs 
Economic Impact 
Fuel and Resource Mix 

There will be several questions that arise as you 
deliberate various options such as: What do you 
think about the costs and benefits of various options? 
What are your most important concerns in choosing 
among the options? How do you view the tradeoff 
between present-day costs versus costs that are 
delayed into the future? 

Recommending the best course of action may 
not be easy. As with most choices, all options will 
have both advantages and disadvantages: What one 
person considers a good solution, another may not. 
In order to get more of a trait you like, you may have 
to accept more of a trait you donit like. Don't worry if 
you are not a technical expert. We will provide the 
basic information you need to make your decisions. 

l h d t h d  Fossil Fuel Resource Supply 

One of the options for meeting future needs is to 
build a new power plant. Traditional resources such 
as coal and natural gas have a long history of 
development, and their efficiency and performance 
continue to improve. 

Purchased Power 

expensive than traditional power sources, but costs 
are beginning to come down. The most common 
renewable sources are wind and solar energy, which 
have no fuel costs. Other renewable resources which 
have some fuel costs include methane gas developed 
from landfills or agricultural products. In general, 
renewable energy is seen as providing strong 
environmental benefits. 

Competition And New Ways To 
Deliver Utility Services 

A special topic you will consider is competition in 
the electric industry. In the future, you will likely have 
a choice of providers for electricity and a broader 
range of services. This topic was debated during the 
1997 Texas and New Mexico legislative sessions, 
and is the subject of ongoing discussions at both 
state commissions. At this time, no one knows exactly 
how the industry will change, only that it will be 
different in coming years. It is this period of transition 
to a competitive environment that provides a high 
level of uncertainty for El Paso Electric's planning 
process. The Company does not expect you, as 
customers, to predict what will happen concerning 
future competition, but is interested in what you think 
about existing services and how those services could 
be improved in the future. El Paso Electric wants to 
outline some possible new services and get your 
reactions. This part of the Town Meeting will require 
some imagination in thinking about the future. 

A different way to think about meeting future 
generation needs is to purchase power in the open 
market without regard to fuel. Federal rules mandate 
open access to other electric utilities' transmission 
systems, allowing access to more sources of energy. 
As a result, active markets that buy and sell electric 
power have developed an effective approach for 
acquiring power for many companies. Purchased - 
power contracts can be for long-term or short-term 
and can have fixed prices or prices that float with 
changing events such as fuel cost or financial 
markets. The contracts are based on the needs of 
buvers and resources of sellers. The use of 

About These Materia 
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Introduction I 

C ustomers are affected by energy resource 
decisions because they pay the bills, but 
not all customers are affected in the same 

way or have the same interests. Likewise, there are 
a number of other groups who participate in energy 
resource decisions or are affected by the outcome of 
these decisions. These other groups include 
shareholders who own El Paso Electric stock, 
regulators who set rates and service standards, 
companies and individuals who supply services and 
products to El Paso Electric, emerging competitors 
who want an opportunity to provide the same or 
similar services, and customers who can decide to 
generate their own electricity by building generation 
facilities. Therefore, one of the major challenges of 
the planning process is to find a set of solutions that 
fairly balances the interests of these different groups. 

Four Cornen, NM 

SERVICE AREA 

New Maim ------.-----------.-.--------. 
Make 

El Paso Electric is a regulated monopoly. In 
exchange for the exclusive right to provide electricity 
within its service territory (see Exhibit 1), El Paso 
Electric has an obligation to serve all customers who 
wish to purchase the Company's services. El Paso 
Electric's status as a regulated monopoly means that Winter Peak Day, December 17, 1996 
the Company must follow the rules and procedures MW 
set by the PUCT and the New Mexico Public Utility 

MW 

Commission (NMPUC). The City of El Paso, along 500 1,200 
with other municipalities, also regulates El Paso 
Electric within the city limits, and interstate 
transactions are regulated by the Federal Energy 400 1,000 
Regulatory Commission (FERC). Governmental 
regulators, like groups of customers, also sometimes 
have differing interests and priorities. These interests 
and priorities must also be factored into the planning 300 

process. 

Types Of Customers And Their 
Concerns 

El Paso Electric has three main groups of "retail" 100 
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customers: residential, commercial, and industrial. 
Hour Participants in the Town Meeting will represent . .. 

mostly residential customers, but there will also be a 
sampling of small commercial and industrial Total System Residential C & I -  Small 
customers. El Paso Electric also serves specialized 
types of loads such as military bases, universities, 
and large commercial and industrial customers that C & 1 - Large Other Sale for Resale 
are capable of generating their own electricity. 
Exhibit 2 illustrates electric load by customer type. In 

other entities who, in turn, resell the electricity to their 
customers. 

addition, El Paso Electric makes wholesale sales to Total System uses Right Scale, all others use Left Scale 

Residential Customers 
Exhibit 2 

El Paso Electric has 194,000 residential 

Summer Peak Day, June 20,1996 
MW MW 

Hour 

Total SystemResidential C & l - Small 

C & l - Large Other Sale for Resale 

I I 
Total System uses Right Scale, all others use Left 
Other includes Other Public Auhtorities and 
Sale for Resale includes CFE, IID, TNP and RGEC. 

customers in Texas and 57,000 residential customers 
in New Mexico. The average TexasINew Mexico 
residential customer uses 520 kwh of electricity and 
pays approximately $54 a month when averaged over 
the entire year (A kwh is 1,000 watts used for an 
hour-think of 10 light bulbs each using 100 watts,: 
burning for an hour). While El Paso Electric's average 
residential energy use is the lowest in Texas, there 
can be dramatic differences in residential bills based 
on customer choices. such as the use of refrigerated 
air conditioning. Exhibit 3 shows typical residential 
usage by percentage. 

I Exhibit 3 

I Typical Residential Usage by Percent I 
with Evaporative Air Conditioninq 
Annual Energy Usage, kWh 6,188 
Monthly Average Usage, kwh 51 6 

. . I Total 

Refrigerator 
Clothes Dryer 
Evaporative Air Conditioner 
Lighting and Other Appliances 

with Refriaerated Air Conditioninq 
Annual Energy Usage, kWh 8,724 
Monthly Average Usage, kWh .-. . 727 

1 Total lOO%I 

Refrigerator 
Clothes Dryer 
Refrigerated Air Conditioner 
Space Heating, Lighting and 

and Other Appliances 

1. ThediRerence~t f i ese~typimlpat temsd 
usage reffeds an average monthly inwease d 
211 kWhforr&gerat&dACovereYaporativecooling 

Commercial And Industrial (Small) 

This group includes businesses such as 
supermarkets and other types of stores, restaurants, 
office buildings, schools, churches, and small 
manufacturing facilities. The amount of energy these 
groups use can differ greatly depending upon the 
size of the building, the type of heating and cooling 
equipment they use, and any special equipment such 
as freezers, cooking equipment, motors, and 
fabrication tools such as welders. El Paso Electric 
has 18,000 small commercial and industrial 
customers in Texas and 6,000 small commercial and 
industrial customers in New Mexico. 

Commercial And lndustrial (Large) 

This group includes the largest energy users on 
the El Paso Electric system. There are 91 large 
commercial and industrial customers in Texas and 
7 large commercial and industrial customers in 
New Mexico. Refineries and steel companies are in 
this category. These customers use large amounts of 
electricity. It is not uncommon for these customers to 
operate 24 hours a day. 

Each group of customers has particular needs 
and patterns of using electricity. Therefore, different 
types of customers might prefer different options for 
electric service. For example, residential customers 
tend to use more electricity from 7 p.m. to 8 p.m. each 
day. Industrial customer usage tends to be more 
constant. Exhibit 4 depicts percentages by group for 
revenues, customers and sales. 

EL PAS0 ELECTRIC COMPANY 
STATISTICS FOR 1996 

(Includes CFE) 

C&I - s " d  2 8 . 5 2 % c  ' T" 28-"" 

C&I.- Large 10.30% Sale for Resale 18.55% 

otzer 14.12% 

...................... NO. OF CUSTOMERS------------ ------- 
L 

Residential 89.600% 

2 
- her 1.327% 
C&I -1- - S d  large  9.037% .034% 

Sale for Resale .002% ----------------------- W H  SALES------- ---------------------. 
- -C&l- Small 21.80% 

e n  I, 

C&l - Large 14.91% !-- 
other 13.60% - , .Sale for ~ e s a l e  30.76% 

Planning With Uncertainty 

El Paso Electric's planning for future needs has 
always included consideration of the uncertainties of 
forecasted versus actual customer growth and the 
demand for power, and the ability of large customers 
to generate their own electricity. These uncertainties 
persist. Additionally, El Paso Electric's plans for 
future needs are affected by the current uncertainties 
associated with the future of the Las Cruces load and 
the future of the Company's wholesale contracts for 
power sales outside the El Paso Electric service 
territory. 
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