
P h M  Resources 
Aharado Square hfS 2702 
Albuquerque, UM 87158 
FAX (505)241-2369 

September 5,2008 

VIA E-MAfL (to: rule-comments@sec.gov) AND U.S. MAIL 

Office of the Secretary 
Securities and Exchange Commission 
100 F. Street. NE 
Washington, DC 20549-1090 

Re: 	 File No. S7-18-08 
Securities and Exchange Commission Release No. 33-8910, Security Ratings 

Ladies and Gentlemen: 

PNM Resources, Inc. ("PVM Resourcesn) extends its thanks to the Securities and 
Exchange Commission (the "Commissionx) ihr providing this opportunity to comment on the 
Commission's proposed rule amendments relating to Security Ratings released under File 
Xumber S7-18-08 and published in the Federal Register on July 11.2008. 

First, as a general matter, PNM Resources has reviewed and endorses the conlrnents 
submitted by the Edison Electric institute on behalf of the electric utility industr~.. We believe 
the proposed rule changes to the Form S-3 eligibility requirements will adversely affect our 
largest electric utility subsidiary and adversely affect a significant number of other electric 
utilities. We further believe that the proposed changes to the Form S-3 eligibility requirements 
are not necessary or appropriate with respect to traditional corporate debt securities and preferred 
stock. Finally, if the Commission should find it necessary to eliminate the investment grade 
standard for Form S-3 eligibility, PNXl Resources believes the proposed $1 billion debt issuance 
threshold is not an appropriate alternative standard. 

PNM Resources (NTIrSE: PNM) is an energy holding company based in Albuquerque, 
New %fexico, with 2007 consolidated operating revenues of $2.4 billion, inc!uding discontinued 
operations. 'Through its utility and energy subsidiaries. PNM Resources serves electricity to 
more than 559,000 homes and businesses in New Mexico and Texas and natural gas to more than 
493,i:(i(j customers i l l  Neiv .?vIrxica. I& uii[ir:j me Puh?ieSen-iceCompany ofKe\s, 



Mexico ("PNb1") and Texas-New Mexico Power ("TNMP). Another subsidiary is First Choice 
Power. a deregulated competitive retail electric provider in Texas. %lith generation resources of 
approximatelj 2.700 megawatts, PNbf Resources and its subsidiaries market poner throughout 
the Southwest, Texas and the West. In addition, the company has a 50-percent ownership of 
EnergyCo, uhich owns approximatelq 920 megawatts of generation. 

Each of PNM Resources and PNM are reporting companies under the Securities 
Exchange Act of 1933, as amended (the "1934 Act"), and maintain shelf registration statements 
on Form S-3 for the public offering of debt securities and, in the case of PNM Resources, equity 
securities. PNM Resources is a well-knoun seasoned issuer ("WKSI") with a publicly-held 
market capitalization in excess of $1 billion; PNM. as a subsidiary issuer with no publicly traded 
common stock, is not a WKSI but is S-3 eligible. These Form S-3 registration statements have 
provided both the holding company and PNh?, the traditional state-regulated operating company, 
with significant flexibility in accessing the capital markets. This need for flexibility has been 
highlighted with the difficult conditions in the debt capital markets over the last year and 
particularly in May 2008, when both PNM Resources and PKki were able to quickly and 
sueeessfulty conduct registered public offerings of an aggregate of $700 million of debt 
securities and the settlement of stock purchase contracts resulting in the issuance of over 9.4 
million shares of PNZVf Resources' common stock. 

If the changes to the Form S-3 eligibility requirements are adopted as proposed, PNM 
will lose its ability to use a Form S-3 registration statement because it has not issued $1 billion of 

ofjerings as private placemeng or offerings limited to qdif ied institutional bn>re& under Rule 
144A. This would create a significant difficulty for PNM as a traditional operating company that 
has relied on its ability to periodically conduct public offerings of debt securities as market 
conditions have improved and has $300.0 million of senior unsecured notes that mature this 
month, for which it is evaluating the economics of several options for refunding. As the largest 
subsidiarv of the WKSI hotdinrr comoanv. PNM. including discontinued onerations. accounted " A -d 


for 68% of PKM Resources operating revenues for the year ended December 31,2007 and 70% 
of its total assets at December 31.2007. As a result, PNM and its financial condition are as welt-
I,no\\n :in~i\\cii-iolloi\~di n  [lie ~n;~rhctlli'tcc i i  l J \ \ l  ~. 
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of which will require substantially increased capital expenditures by the electric utility industry 
for the foreseeable fkture. 

PNM Resources agrees with ihe view expressed in the EEI e o m e n t  letter that many 
other utility holding company systems will experience a similar result if the inbestnnent-gade 
securities eligibility standard is eliminated from F o m  5-3. The organizational stmcture of PMM 
Resources and its subsidiaries is typieai for the utility secxor. FXM Resources aiso agrees with 
iheEEI comment letter that ifany s e c ~ t i e ssating c h g e s  are to be made to the Fom 3-3 
eligibility req~remeats, the) should be limited to rite complex, asset-backed securitiesthat have 
e n  n o d  I the r e r e t o .  Ue dno1kkeie  it IS appmpnate or nnesessq to 
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adversely impact a significant portion of the electric utility industry in order to achieve reform 
with respect to asuet-backed securities and collateralized debt obligations. 

If the Commission should determine to remove securities ratings as an eligibility criterion 
for Form S-3 eligibility, PNM Resources agrees with EE1 that the proposed $1 billion debt 
issuance test is not an appropriate alternative standard of eligibility. PNM Resources beliexes 
that its reporting subsidiary PWLI, in particular. is well known in the marker and shoilld remain 
eligible for short-form registration. In evaluating an investment in PNM Resources, analysts 
closely follow the operations of each of PNM and 'I'NMPI which together comprised over 76% 
of PNM Resources' annual consolidated net earnings in 2007. PNM Resources believes that any 
subsidiary of a WKSL that files reports with the SEC and is of significant size will be closely 
followed by analysts in evaluaring an investment in the WKSL parent. Alternatively, the state 
regulatory commission in S e w  hfexico regulates the issuance of securities bq- PNkfVI: and the 
alternative proposal in the EE1 comment letter relating to eligibility based on state regulation 
would also have a neutral result for PNb.1. 

PNM Resources appreciates the efforts ofthe Commission to reduce conilicts in the 
credit rating process, improve comparability among credit rating agencies and increase the 
transparency of the credit ratings process, but we nevertheless strongly believe that any changes 
to the Form S-3 eligibility requirements should not impact the ability of utility companies to 
efficiently issue traditional investment grade corporate debt securities and prefened stock, 
particularly during a period when national policy calls for significantly increased capital 
expenditures by the electric utility industry. 

If the Commission has any questions regarding this letter, please contact my colleague 
Charles L. Moore, iZssociate General Counsel, PNM Resources, Inc. at (505) 241-4935. 

Very truly yours, 

Michael W. Rico 
Assisttlnt Treasurer 
PWM Resources. Inc 


