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Introduction

Good morning Chairman Bingaman, Senator Domenici, and distinguished Members of the Committee on Energy and Natural Resources.  Thank you for inviting me here today.  I am Jeffry Sterba, Chairman of the Board, President, and Chief Executive Officer of the PNM Resources.  


I appreciate this opportunity to discuss what I believe is the single greatest long-term environmental and economic challenge facing the utility industry: climate change.  Rather than critiquing what I expect is a thorough economic analysis by EIA, I will share with you my views on what legislative design elements are required to forge a political consensus on climate change legislation during the 110th Congress.

PNM Resources

But first, let me be clear that I am here today representing PNM Resources.  PNM Resources is an energy holding company based in Albuquerque, N.M., with consolidated operating revenues of $2.3 billion.  Our electric generation is primarily a mix of coal, nuclear, wind and natural gas.  Through its utility and energy service subsidiaries, PNM Resources supplies electricity to 738,000 homes and businesses in New Mexico and Texas, natural gas to 470,000 customers in New Mexico, and electricity to numerous wholesale customers throughout the southwest.  Its utility subsidiaries are PNM, Texas-New Mexico Power and First Choice Power, a deregulated competitive retail electric provider in Texas.  In November 2006, we announced a Joint Venture with Cascade Investments for the purpose of long-term investment in both in wholesale and retail electricity sales, electricity generation and energy trading.   
As the CEO of an electric and gas utility holding company, I believe that prudent risk management dictates that deliberate steps be taken to position PNM Resources and its subsidiaries to operate in a carbon-constrained world.  For example, in 2003 our Board of Directors adopted the goal of reducing the intensity of greenhouse gas emissions from our utility operations in New Mexico by 7 percent by 2009.  Other actions we have voluntarily undertaken to manage and reduce emissions of greenhouse gases at PNM and our other utility subsidiaries include:

· Greenhouse Gas Emissions Inventory:  We have completed an inventory of GHG emissions for our New Mexico operations and in 2007 will complete a similar company-wide inventory for all of our operations,

· Pricing Carbon in Resource Planning:  We are internalizing the costs of carbon dioxide emissions into our electric supply planning processes to account for potential future greenhouse gas regulations.  This will enable us to make more informed resource decisions and allocate capital based on expected future costs of compliance with greenhouse gas regulation.

· Diversifying Our Generation:  We have created a diverse portfolio of generation assets that include pulverized coal, pressurized fluidized-bed technology, natural gas combined-cycle, nuclear, wind, distributed solar, and demand-side resources to provide our customers with a cleaner, less carbon-intensive portfolio of resources.
·  Renewable Energy:  We have a 25-year power purchase agreement for all of the output from the New Mexico Wind Energy Center. The 204 MW of capacity from this facility represents over 8% of our generation capacity.  In 2005, we issued an RFP for non-wind renewable energy and a deal for independent developers to supply power to PNM Resources from a 32 MW biomass project, which has been signed.  We have also launched a program that pays customers $.21 per kWh in incentives payments and credits for power produced from customer-owned solar PV systems. 

· Biodiesel:  We have switched to using biodiesel fuel in 57 percent of our diesel-powered vehicle fleet in New Mexico.

· Carbon Sequestration:  We have participated in a number of programs aimed at reducing or sequestering greenhouse gasses, and 

· Energy Efficiency:  We have made significant investments in energy efficiency to offset 10% of annual energy demand growth in our Texas service territory.  In 2006, we introduced natural gas efficiency programs to our New Mexico customers and will be filing a suite of electric energy efficiency programs in January 2007.

Senate Energy and Natural Resources Committee Workshop on Climate Change


Nine months ago, I appeared before this Committee and testified on the Committee’s thought-provoking white paper, Design Elements of a mandatory Market-Based Greenhouse Gas Regulatory System.  Today, I want to thank both Chairman Bingaman and Senator Domenici for that hearing and for your bipartisan leadership on this vital national issue.   You demonstrate the kind of political leadership needed to steer our country during this important debate towards an environmentally sound, economically viable and equitable legislative solution to climate change.  

In addition to your leadership, the workshop was also timely as it created a public dialogue around what politicians, utilities, environmental organizations, energy producers and manufacturers and industry believed were very polarizing issues.  But it also became clear there were potential areas of agreement among these diverse stakeholders.  

The Electric Utility Industry


As I am sure you are aware, there are varying opinions within the electric utility industry on mandating reductions and genuine concerns about cost impacts on consumers and the availability of low and non-greenhouse gas emitting technologies that can deliver electricity at affordable prices and provide reliable service.  Yet, I think there is agreement that significant greenhouse gas emission reductions are attainable only with a full suite of technology options, including continued development of renewable resources, advanced clean-coal technologies including but not limited to IGCC, carbon capture and storage, advanced nuclear and increased energy efficiency and the potential of plug-in hybrid vehicles.   While a few of these options currently are commercially available - though at a higher cost - many are not.  Making all of these technologies commercially available at a reasonable cost is critical to addressing climate change in both the short and long term.   
Next Steps 

Our legislative process is famously characterized as “deliberative” and there are many excellent reasons for that, but deliberative can also mean terribly slow.  I urge this Committee and Congress to begin taking immediate action, including: 

1. We need authorization and full funding of research, development, demonstration, and deployment of more climate friendly technologies and applications; 

2. We must develop large-scale carbon capture and storage demonstration projects and address the licensing and liability issues of such facilities, as it is essential we maintain the viability of coal to meet our country’s energy needs;
3. We need to promote aggressive deployment of renewable energy and energy efficiency programs, including smart metering and plug-in hybrids; and
4. We need to move toward rational climate legislation that is capable of gaining essential bipartisan support and promotes the development of climate friendly technologies that can be achieved with existing and affordable technology in the short term, and emerging and new technologies as they become available and economically viable.  

In the past, we have seen numerous climate bills that – based on the state of current technologies – are unrealistic approaches to addressing climate change on a national level.  We will not make real progress in addressing this critical issue if we continue to spend valuable time on legislation that only works in one region or state, only addresses one sector or only promotes one or a few technologies.  

Chairman Bingaman, the Committee has devoted significant time and careful thought in the development of a comprehensive proposal to address climate change.  More than any other proposal, the Committee draft recognizes the limits of today’s commercial technology and the economic risks currently associated with addressing climate change for my industry and our ratepayers.  It begins with modest reductions but through the five-year review has the flexibility to implement more aggressive emission reductions made possible by technology advancement.  The draft creates and allocates funds for critical technology advancement, though we need to find means to advance the availability of such funding.  And, it utilizes a cost control mechanism that avoids adverse economic impact while enabling a long-term price signal for major capital projects.  For all of these reasons, I believe the Committee draft to address climate change should be the focal point of the climate debate in the Senate.

Conclusion

Thank you for your time and consideration.  I would be pleased to answer any questions you might have and I look forward to being of service in any way I can to this Committee. 
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