RECEIVED

ENGINEERING, LLC

October 15, 2010

New Mexico Public Regulation Commission
P.E.R.A. Building

PO Box 1169, 1120 Paseo de Peralta
Santa Fe, New Mexico 87501-2013

Re: Socorro Electric Cooperative, Inc.
Debt Cost Adjustment Factor for Last Quarter 2010

Socorro Electric Cooperative, Inc. (SEC) has been made aware of a problem with its Debt Cost Adjustment recovery for
the months beginning July 2005 through September 2010.

During the course of starting a cost of service/rate study SEC has discovered that when the tariffs approved for service
May 2, 2005 under Advice Notice No.62 were implemented the new base cost of debt of $1,189,934 was not changed in
the form used to calculate the debt cost recovery factor. Instead the old base cost of debt of $833,252 was utilized.
Therefore, over the course of the past five years an over-recovery of increased interest on long-term debt has occurred.
The amount is currently being determined but is expected to be between $1,400,000 and $1,800,000. The amount is

now being audited for accuracy by SEC’s accountants.

The over-collection through September 2010 will be returned to the consumers of Socorro as soon as possible leaving a
zero balancing account at the start of the fourth quarter of 2010.

The interest on long-term debt for the third quarter of 2010 was $560,431.06 with a zero balancing account. By
subtracting the base cost of interest on long-term debt of $297,483.50 for the quarter indicates as amount due from the
consumers of $262,947.56. Of this amount 37.618% is due from the residential consumers or $98,915.61. The
remaining 62.382% or $164,031.95 is due from the commercial consumers. By applying the actual residential kWh
sales of 16,238,242 from October 2009 through December 2009 to the under-collected amount of $98,915.61 results in
a factor of $.006092/kWh that will be applied to residential kWh sales in October through December 2010. By applying
the actual commercial kWh sales of 26,094,867 from October 2009 through December 2008 to the under-collected
amount of $164,031.95 results in a factor of $.006286/kWh that will be applied to commercial kWh sales in October

through December 2010.

SEC is in the process of conducting a cost of service/rate study that should be filed in the near future that will change
the base cost of interest on long-term debt.

Please contact me if any questions should arise concerning this filing.

Sincerely,
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Senior Staff - Rates and Planning
812 Mildred NE
Albuquerque, New Mexico 87123
(505) 292-6910; (505) 235-6362 (cell); (505) 294-8603 (fax)
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