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(Mark One)

Commission
File Number

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q
[X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended June 30, 2010

Name of Registrants, State of Incorporation,
Address and Telephone Number

LR.S. Employer
Identification No.

001-32462

001-06986

002-97230

Indicate by check mark whether each registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to fi

PNM Resources, Inc.

(A New Mexico Corporation)
Alvarado Square

Albuquerque, New Mexico 87158
(505) 241-2700

Public Service Company of New Mexico
(A New Mexico Corporation)

Alvarado Square

Albuquerque, New Mexico 87158

(505) 241-2700

Texas-New Mexico Power Company
(A Texas Corporation)

577 N. Garden Ridge Blvd.
Lewisville, Texas 75067

(972) 420-4189

subject to such filing requirements for the past 90 days.

PNM Resources, Inc. (“PNMR”) YES v NO _
Public Service Company of New Mexico (“PNM”) v

YES _ NO _
Texas-New Mexico Power Company (“TNMP”) YES NO v

(NOTE: As a voluntary filer, not subject to the filin

Exchange Act of 1934 during the preceding 12 months.)

Indicate by check mark whether the each registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive
Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for su

that the registrant was required to submit and post such files).

PNMR
PNM
TNMP

YES _ NO _
YES _ NO _
YES _ NO _

85-0468296

85-0019030

75-0204070

le such reports) and (2) has been

g requirements, TNMP filed all reports under Section 13 or 15(d) of the Securities

ch shorter period
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Indicate by check mark whether each registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer or a smaller reporting
company (as defined in Rule 12b-2 of the Act).

Accelerated Smaller Reporting
Large accelerated Non-accelerated
filer filer filer Company
PNMR v . _ _
PNM _ . v _
TNMP _ _ v _
Indicate by check mark whether any of the registrants is a shell company (as defined in Rule 12b-2 of the Exchange Act). YES _ NO ¥

As of July 29, 2010, 86,673,174 shares of common stock, no par value per share, of PNMR were outstanding.

The total number of shares of common stock of PNM outstanding as of July 29, 2010 was 39,117,799 all held by PNMR (and none held by
non-affiliates).

The total number of shares of common stock of TNMP outstanding as of July 29, 2010 was 6,358 all held indirectly by PNMR (and none held
by non-affiliates).

PNM AND TNMP MEET THE CONDITIONS SET FORTH IN GENERAL INSTRUCTIONS (H) (1) (a) AND (b) OF FORM 10-Q
AND ARE THEREFORE FILING THIS FORM WITH THE REDUCED DISCLOSURE FORMAT PURSUANT TO GENERAL
INSTRUCTION (H) (2).

This combined Form 10-Q is separately filed by PNMR, PNM and TNMP. Information contained herein relating to any individual registrant
is filed by such registrant on its own behalf. Each registrant makes no representation as to information relating to the other registrants. When this
Form 10-Q is incorporated by reference into any filing with the SEC made by PNMR, PNM or TNMP, as a registrant, the portions of this Form
10-Q that relate to each other registrant are not incorporated by reference therein.
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Definitions:
Afton

AG

ALJ

Altura
Altura Cogen
AOCI

APS

BACT
BART
BHP
Board
BTU

Cal PX
Cal ISO
Cascade
CCB

CO,
Continental
CRHC
CTC
Decatherm
Delta
DOE
ECIV

EIB

EIP

EPA

EPE
ERCOT
FASB
FERC
First Choice
Four Corners
FPPAC
GAAP
GEaR
GHGG
GWh
IBEW
KWh

LBB

LBH

LCC
LIBOR
Lordsburg
Luna
MD&A
Moody’s
MW
MWh
Navajo Acts

NDT
Ninth Circuit
NMGC

GLOSSARY

Afton Generating Station

New Mexico Attorney General

Administrative Law Judge

Optim Energy Twin Oaks, LP

Optim Energy Altura Cogen, LLC (the CoGen Lyondell Power Generation Facility)

Accumulated Other Comprehensive Income

Arizona Public Service Company, which is the operator and a co-owner of PVNGS and
Four Corners

Best Available Control Technology

Best Available Retrofit Technology

BHP Billiton, Ltd, the parent of SJCC

Board of Directors of PNMR

British Thermal Unit

California Power Exchange

California Independent System Operator

Cascade Investment, L.L.C.

Coal Combustion Byproducts

Carbon Dioxide

Continental Energy Systems, L.L.C.

Cap Rock Holding Corporation, a subsidiary of Continental

Competition Transition Charge

Million BTUs

Delta-Person Limited Partnership

Department of Energy

ECJV Holdings, LLC

New Mexico Environment Improvement Board

Eastern Interconnection Project

United States Environmental Protection Agency

El Paso Electric

Electric Reliability Council of Texas

Financial Accounting Standards Board

Federal Energy Regulatory Commission

First Choice Power, L. P. and Subsidiaries, a subsidiary of TNP

Four Corners Power Plant

Fuel and Purchased Power Adjustment Clause

Generally Accepted Accounting Principles in the United States of America

Gross Earnings at Risk

Greenhouse Gas Emissions

Gigawatt hours

International Brotherhood of Electrical Workers, Local 611

Kilowatt Hour

Lehman Brothers Bank, FSB, a subsidiary of LBH

Lehman Brothers Holdings Inc.

Lyondell Chemical Company

London Interbank Offered Rate

Lordsburg Generating Station

Luna Energy Facility

Management’s Discussion and Analysis of Financial Condition and Results of Operations

Moody’s Investor Services, Inc.

Megawatt

Megawatt Hour

Navajo Nation Air Pollution Prevention and Control Act, the Navajo Nation Safe Drinking Water Act, and the

Navajo Nation Pesticide Act

Nuclear Decommissioning Trusts for PVNGS

United States Court of Appeals for the Ninth Circuit

New Mexico Gas Company, a subsidiary of Continental
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NMED
NMPRC
NO x
NOI
NRC
NSR
0&M
oCl
Optim Energy
PBO
PCRBs
PG&E
PNM
PNM Facility
PNMR
PNMR Facility
PPA
PRP
PSD
PUCT
PV
PVNGS
RCRA
RCT
REC
REP
RMC
SCE
SEC

SIP
SJICC
SJIGS
SO,
SPS
SRP
S&P
TECA

Term Loan Agreement

TNMP

TNMP Revolving Credit

Facility
TNP
Twin Oaks
Valencia
VaR

New Mexico Environment Department

New Mexico Public Regulation Commission
Nitrogen Oxide

Notice of Inquiry

United States Nuclear Regulatory Commission
New Source Review

Operations and Maintenance

Other Comprehensive Income

Optim Energy, LLC, a limited liability company, owned 50% by each of PNMR and ECJV

Projected Benefit Obligation
Pollution Control Revenue Bonds
Pacific Gas and Electric Co.

Public Service Company of New Mexico and Subsidiaries, a subsidiary of PNMR

PNM’s $400 Million Unsecured Revolving Credit Facility
PNM Resources, Inc. and Subsidiaries

PNMR’s $600 Million Unsecured Revolving Credit Facility
Power Purchase Agreement

Potential Responsible Party

Prevention of Significant Deterioration

Public Utility Commission of Texas

Photovoltaic

Palo Verde Nuclear Generating Station

Resource Conservation and Recovery Act

Reasonable Cost Threshold

Renewable Energy Certificates

Retail Electricity Provider

Risk Management Committee

Southern Cal Edison Company

United States Securities and Exchange Commission

State Implementation Plan

San Juan Coal Company, a subsidiary of BHP

San Juan Generating Station

Sulfur Dioxide

Southwestern Public Service Company

Salt River Project

Standard and Poor’s Ratings Services

Texas Electric Choice Act

PNM’s $300 Million Unsecured Delayed Draw Term Loan Facility
Texas-New Mexico Power Company and Subsidiaries, a subsidiary of TNP

TNMP’s $75 Million Unsecured Revolving Credit Facility

TNP Enterprises, Inc. and Subsidiaries, a subsidiary of PNMR
Assets of Twin Oaks Power, L.P. and Twin Qaks Power III, L.P.
Valencia Energy Facility

Value at Risk
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PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

PNM RESOURCES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF EARNINGS (LOSS)
(Unaudited)

Three Months Ended June 30, Six Months Ended June 30,
2010 2009 2010 2009

(In thousands, except per share amounts)

Electric Operating Revenues

Operatmg Expenses:
tof en

s

:jAdmlmstratlve and general
+Enerey production.costs.
Regulatory 1 dlsallowances

Transmission and dlstrlbutlon costs
«Taxes other than income taxes.
Total operatmg expenses

705,056
84,156

“Gams (losses) on 1nvestments held by NDT

~Other fncome. \ .
Equity in net
Otherdeductions

Net other income (deductlons)

Interest Charges:

Earnings before Income Taxes
Incomié Taxes (Benefit)
Earnings from Continuing Operations

Earnitigs:(Loss) from Discontinued Operations, net of Income Tax
. {Renefit) of $0, $(1,861), $0 and $38,166: - Ty

Net Earnings
Earnings:Attributable to Valencia Non-controlling Interest
Preferred Stock Dividend Requirements of Subsidiary

Net Earnings (Loss) Attributable to PNMR ..

Earnings from Continuing Operations Attributable to PNMR per
Common Share:

Bagie -
_ Diluted y
Net Eariings (Loss) Attributable to PNMR per Coniinon Share: Foreg LW
Basic ) o 3 ‘ ( b 0. (0.  0.16
Dﬂut@d M ' - \ \“2:\\.\\." Te . w4 % " v " tog 9
Dividends Declared per Common Share $ 0.125 $ 0.125 $ 0.250 $ 0.250

The accompanying notes, as they relate to PNMR, are an integral part of these financial statements.
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PNM RESOURCES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)
June 30, December 31,
2010 2009

(In thousands)

106,593
T2

Income taxes\recelvable
4Other curretit assets |

Total current assets

“Niselear fuel, net of aceumulated amortization of $21,689 and $19:456
Net utility plant

Deferred Charges and Other Asset
Regulatory assets
. Goodwill -

 Other | 1nt  glble assets net of accum lated am ization of $5,357 and $5,272
é@l)&mﬂd 5 it 3 e % .

.

$ 5.403 52‘2\‘ $5.359.021

The accompanying notes, as they relate to PNMR, are an integral part of these financial statements.
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PNM RESOURCES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

{Unaudited)
June 30, December 31,
2010 2009

- ) ) o (In thousands, except share information)

"LIABILITIES AND STOCKHOLDERS® EQUI * g ST T
Current Liabilities:
“Shoit:term debt. ~ :

Current mstallments of long—term debt

“Recounts payable ... o

Accrued interest and taxes
. Regulatory liabiliiessooei:
Commodity derivative i
Other current liabilities s

Total current liabilities

Deferred Credits and Other Liabilities: )

* Accumulated deferred incone taxes .66,
Accum deferred investment tax credi 20,518
Regulatory labilities 350,324

Asset retirement obligations 70,963

“Agctued pensum Ixabzluy and postretirement benefit cost Pl o
4,549

Otherdeferred credits” fo 1304
Total deferred credits and other liabilities 1,380,837

#* Total Habilities =

itive Preferred Stock of Subsidiary ~ e
thout mandatory redemption requirements ($100 stated value 10 000 000 shares authorize .
issued and outstanding 115,293 shares) 11,529 11,529

PNMR Convertlble Preferred Stock, Serles A w1thout mandatory redemption requlrements
(no stated value, 10,000,000 shares authorlzed issued and outstanding 477,800 shares) 100,000 100,000
PNMR ¢oinmon stockholders¥ equitys:. | = 4 o e L P LA
Common stock outstanding (no par value, 120,000,000 shares authorized: issued and outstandmg
86,673,174 shares) 11,290,247 l,289,890v
Kecumulated other comprehensive income (loss), net of income t T g, SRR tew T (55128
Retained earnings 408,882
. Total'PNMR commonstockholders” equity s ‘

on-controllmg interest in Valenc1a 88,736
" Totalequity =% ' ' ’ : )

405 884

i LB32T3T

i

$ 5,403,522 $ 5,359,921

The accompanying notes, as they relate to PNMR, are an integral part of these financial statements.
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PNM RESOURCES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

Six Months Ended June 30,
2010 2009
(In thousands)

serating dctivitiess -

Josues on-derivatives, -
i s) losses on investments held by NDT

Reéllzed
v Gainot
(Gam) loss on

Utlllfy plant additions
Proceeds from sales off

' Net cash flows from 1nvest1ng act1v1tles ( - (138,636) » 505,791

The accompanying notes, as they relate to PNMR, are an integral part of these financial statements.

9
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PNM RESOURCES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

Six Months Ended June 30,
2010 2009
(In thousands)

Cash Flows From Financing Aétivities:
Short-term borrowings (repayments) net
Long:term botrowinigy ap v

Net cash flows from financing activities '
Change in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of d. S . “l464L. L s
Cash and Cash Equlvalents at End of Period § 19,097 $ 26, 022

Interest pald net of capltallzed 1nterest
Tncome taxes paid (Fefunded)in

The accompanying notes, as they relate to PNMR, are an integral part of these financial statements.

10
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PNM RESOURCES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN PNMR COMMON STOCKHOLDERS’ EQUITY

(Unaudited)
Accumulated
Common Stock Other Total PNMR
Number of Aggregate  Comprehensive Common
Retained Stockholders’
Shares Value Income (Loss) Earnings Equity

(Dollars in thousands)

Tax shortf;h from stock-based compénsétlbn
__arrangements

D‘1v1dénds“declared on common stock

Balanee at June 30, 2010

The accompanying notes, as they relate to PNMR, are an integral part of these financial statements.
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PNM RESOURCES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

(Unaudited)
Three Months Ended June 30, Six Months Ended June 30,
2010 2009 2010 2009

(In thousands)

Unrealized Gain. (Lnss) on Investment Securities B

Unrealized holding gains (losses) arising during the period, net of income

f$1 280, $(2,778), $58, and $(3 034)
cluded i

Pension hablllty adjustment net of income tax benefit of $0, $0, $147,
and $42,487

Change in fair market value, net of income tax (expense) beneﬁt of $1,197,
$688 $(3 859) and $(10, 106)

| expmge of $4, 035 $4,555, \‘38 227
Total Other Comprehensive Income (Loss) (3,316) (9,071) (62,007)

2,508) 12018 e 31,061 -

Comprehensive Income Attributable to Valencia Non-controlling
Interest

 Stock Dividend Requirements of Subsidiary
Comprehensive Income (Loss) Attributable to PNMR $ 11,794 $ (5,415 $ 5,358

2,775) (6,396) (5,354)

The accompanying notes, as they relate to PNMR, are an integral part of these financial statements.

12
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PUBLIC SERVICE COMPANY OF NEW MEXICO AND SUBSIDIARIES
A WHOLLY OWNED SUBSIDIARY OF PNM RESOURCES, INC.
CONDENSED CONSOLIDATED STATEMENTS OF EARNINGS (LOSS)

(Unaudited)
Three Months Ended June 30, Six Months Ended June 30,
2010 2009 2010 2009

(In thousands)

&Q\

(94 g24152 o, 86{2
“f.me(d ediictions) .’ = 5T —

Interest Charges 17,392 36,462
(5,140) 8,822 (8,488)
5146y i (7/489),

Earnings (Loss) from Discontinued Operations, net of Income

Taxes (Benefit) of $0, $(1,861), $0 and $38,166 - (2,611)
et 12,194 (5T
(3,292) (2,775)

rni » T 8902 | (10532), 7 i
Preferred Stock Dividends Requirements (132) (132)

Neét Earnings ()

e 8 8770 _ -8 (10664).
The accompanying notes, as they relate to PNM, are an integral part of these financial statements.
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PUBLIC SERVICE COMPANY OF NEW MEXICO AND SUBSIDIARIES
A WHOLLY OWNED SUBSIDIARY OF PNM RESOURCES, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)

2010 _2009

ASSETS

Unbllled revenues
# Other receivables -
Affiliate recelvables
. Materials, supplies, and fuel stock
Regulatory assets

Total current assets 353,410 363,369

Other Property and Investments: ;.
Investment in PVNGS lessor notes
“nvestments held by NDT#
_Other investments
« Non-utility property . o St

Total other property and investments

_Plant in service and plant eld for future
Less accumulated depreciation and amortization o

h Work in progre
Nuclear fuel, net of accumulated amortization o

¢+ Netutility plant’

Deferred Ch
. Regulatory:
_ Goodwill

= Other deferred chiirpess .

es and Other Assets:

482,604

—__J.—

$.3,775.166

Tot:

deferred charges and other assets

The accompanying notes, as they relate to PNM, are an integral part of these financial statements.
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PUBLIC SERVICE COMPANY OF NEW MEXICO AND SUBSIDIARIES
A WHOLLY OWNED SUBSIDIARY OF PNM RESOURCES, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)

June 30, December 31,
2010 2009

(In thousands except share

”Com odlty deriv
" Other current ligbiliti

Total current liabilities

Accumulated deferred mvestment tax credits
"Regulatory Habilities .
sset retirement ob\!}g io)
ccrued pension liability aid postretirement benefit costy -
Commodity derivative instruments

. Othiet deferred eredits,
Total deferred credits and liabilities

. “Total fiabilities |

Commitments and Contingencies (See Note 9)
lative Preferred Stock . 707

~ without mandatory redemption requlrements ($100 stated value 10, 000 000 authonzed issued and
outstanding 115,293 shares) 11,529 11,529

i

Total PNM common s ockholder s equlty

..Non-controlling interest in Valeneis
‘Total equity

1 244' 429

et e

- § 3,813,524 .

The accompanying notes, as they relate to PNM, are an integral part of these financial statements.
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PUBLIC SERVICE COMPANY OF NEW MEXICO AND SUBSIDIARIES
A WHOLLY OWNED SUBSIDIARY OF PNM RESOURCES, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

Six Months Ended June 30,
2010 2009
(In thop_sands) e

Cash Flows From Operat
Net earnings

Adjustments to reconcile et earriings to netcash flows from operating activ
Deprecmtlon and amortlz

! allzed (galﬁs) losses on'mvestment
iain on sale of PNM Gas» :

Materials, supplles and fuel stock &
Other:current assets .

Other habllltles
* Net cash flows ftom opierating activ

Cash Flows From Investing Act1v1t'es
Utility plant additions =~
Proceeds from sales of NDT mvestments

#Purchases of ND fuvestments . |
Proceeds from sale of PNM Ga

* Transactioncost for saleof PNM

Return of prlnc1pal on PVNGS lessor notes N

Net cash ﬂows from investing act1v1t1es h 1104 871 ! 535 076

The accompanying notes, as they relate to PNM, are an integral part of these financial statements.
16
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PUBLIC SERVICE COMPANY OF NEW MEXICO AND SUBSIDIARIES
A WHOLLY OWNED SUBSIDIARY OF PNM RESOURCES, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

Six Months Ended June 30,
2010 2009
(In thousands)

The accompanying notes, as they relate to PNM, are an integral part of these financial statements.
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PUBLIC SERVICE COMPANY OF NEW MEXICO AND SUBSIDIARIES
A WHOLLY OWNED SUBSIDIARY OF PNM RESOURCES, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN PNM COMMON STOCKHOLDER’S EQUITY

(Unaudited)
Accumulated Total PNM
Common Stock Other Common
Number of Aggregate Comprehensive Retained Stockholder’s
Shares Value Income (Loss) Earnings Equity

(Dollars in thousands)

D1v1dends on Bféferred stock

June 30,201 . :$: 1,155,693

The accompanying notes, as they relate to PNM, are an integral part of these financial statements.
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PUBLIC SERVICE COMPANY OF NEW MEXICO AND SUBSIDIARIES
A WHOLLY OWNED SUBSIDIARY OF PNM RESOURCES, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

(Unaudited)
Three Months Ended June 30, Six Months Ended June 30,
2010 2009 2010 2009

(In thousands)

Net Earnings (

Other Comprehenswe Income (Loss):

Unreahzedﬂholdmg gams (losééé) ansmgdurmg the
period, net of income tax (expense) benefit of

(1,953)

Pension hablhty adjustment net of income tax
benefit of $0, $0, $147, and $42,487 - - (223) (64,830)

Fair Value Adjustmient for Cash Flow Hedges:
Change in fair market value, net of income tax
(expense) benefit of $(71), $519, $(2,767), and

0)

(6,818) (1,813) (6,067)
- 28,376 - . 49:570) . 13,67

Comprehensive Income Attributable to Valencla
Non-controlling Interest (3,292) (2,775) (6,396) (5,354)

Comprehensive Tncome (Loss) AH $ 2084 .. 32345

The accompanying notes, as they relate to PNM, are an integral part of these financial statements.
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TEXAS-NEW MEXICO POWER COMPANY AND SUBSIDIARIES
A WHOLLY OWNED SUBSIDIARY OF PNM RESOURCES, INC.
CONDENSED CONSOLIDATED STATEMENTS OF EARNINGS

(Unaudited)
Three Months Ended June 30, Six Months Ended June 30,
2010 2009 2010 2009

lectic Operating Revenuess
Non-affiliates
- Affiliaté-

Total electric operatmg revenues

Operating Expens
Cost of&energy

Regulatory disallowances
epreciation and amortization
_ Transmission and distribution costs
. Taxes other than inconie taxes
Total operating expenses
yerating income

B

Other Income and Deductlons
Interest i mcome -
Other income
@&&f dﬁd%léﬁ@ﬁs ; g W g s AE S . - \ .

Net other income (deductlons) 283 480 630 872

Interest Charges ™ + : ) .
Earnings Before Income Taxes 6,771 2,974 9,490 5,356

IncomeTaxes .« w L e w2665 208" T 3,740
Net Earnings $4,106 $1,766 $5,750 $3,187

The accompanying notes, as they relate to TNMP, are an integral part of these financial statements.
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TEXAS-NEW MEXICO POWER COMPANY AND SUBSIDIARIES
A WHOLLY OWNED SUBSIDIARY OF PNM RESOURCES, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)

December 31,
June 30,
2010 2009
(In thousands)

Current Assets I

Other current assets

" Total current assets .- -

2042 2111

Utility Plant: (
A Y setvice and plangﬁelﬁ'

and amortlzatlon

Construction work in progress

Deferred Char: es and Oth Assets
~Regulator

Goovdw1ll

i, Other deferred charges

226,665
10,833

Total deferred charges and other assets 387,256 385,895
009,055 ¢

4. 81,013,131 ©
The accompanying notes, as they relate to TNMP, are an integral part of these financial statements.
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TEXAS-NEW MEXICO POWER COMPANY AND SUBSIDIARIES
A WHOLLY OWNED SUBSIDIARY OF PNM RESOURCES, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)

June 30, December 31,
2010 2009

(In thousands, except share

- LIABILITIES AND STOCKHOLDER’S EQUITY .
Current Llabllmes'

Long-term Debt

Deferred Credits and Other Llabllltles
Accumulated. deferred incotie taxel

201,511 196,829

Corimon Stockholder’s Equity: . . : = e
Common stock outstanding ($10 par value, 12 000, 000 shares authorlzed 1ssued and outstandlng 6, 358

shares) _ ] . 64 é 64

- Paidincapil | e o ” ST L T THALSB, . MBIE
Accumulated t of income tax
* "“Retained eamingd .

Total common stockholder ] equlty 454,661 451,791

The accompanying notes, as they relate to TNMP, are an integral part of these financial statements.
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TEXAS-NEW MEXICO POWER COMPANY AND SUBSIDIARIES
A WHOLLY OWNED SUBSIDIARY OF PNM RESOURCES, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

Six Months Ended June 30,
2010 2009
(In thousandg)

Net ca;l; flows from investing activities ” - \ (13 967) » ( 19,006)

The accompanying notes, as they relate to TNMP, are an integral part of these financial statements.
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TEXAS-NEW MEXICO POWER COMPANY AND SUBSIDIARIES
A WHOLLY OWNED SUBSIDIARY OF PNM RESOURCES, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

Six Months Ended June 30,

2010 2009

Cash Flow From Financing Activitiessss
Short-term)borrowmgs (repayments) net

Interest paid, net ofeapmhzed, mterast
Income taxes paid (refunded), net

The accompanying notes, as they relate to TNMP, are an integral part of these financial statements.
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TEXAS-NEW MEXICO POWER COMPANY AND SUBSIDIARIES
A WHOLLY OWNED SUBSIDIARY OF PNM RESOURCES, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN COMMON STOCKHOLDER’S EQUITY

(Unaudited)
Accumulated Total
Common Stock Other Common
Number of Aggregate

Comprehensive  Retained  Stockholder’s
Paid-in
Shares Value Capital Income (Loss)
(Dollars in thousands)
64T S 443187 8w (4

Earnings Equity

6358 7§

Total other comiprehensive income (loss)
Dividends declafed on common stock

= R

June

The accompanying notes, as they relate to TNMP, are an integral part of these financial statements.
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TEXAS-NEW MEXICO POWER COMPANY AND SUBSIDIARIES
A WHOLLY OWNED SUBSIDIARY OF PNM RESOURCES, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Unaudited)
Three Months Ended June 30, Six Months Ended June 30,
2010 2009 2010 2009
(In thousands)

Net Earnings
Other Comprehensive Income (Loss):

Fair Value Adjustment for Cash Flow Hedgeés:
Change in fair market value, net of income tax (expense)
benefit of $541 $(497) $891, and $(198) 976) 898

Total Other Comprehensive Income (Loss) (790) 1,006

Comprehensive Ticome:

The accompanying notes, as they relate to TNMP, are an integral part of these financial statements.
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(1) Significant Accounting Policies and Responsibility for Financial Statements
Financial Statement Preparation

In the opinion of management, the accompanying unaudited interim Condensed Consolidated Financial Statements reflect all normal and
recurring accruals and adjustments that are necessary to present fairly the consolidated financial position at June 30, 2010 and December 31,
2009, and the consolidated results of operations and comprehensive income for the three months and six months ended June 30, 2010 and 2009,
and cash flows for the six months ended June 30, 2010 and 2009. The preparation of financial statements in conformity with GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities, disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results
could ultimately differ from those estimated. The results of operations presented in the accompanying Condensed Consolidated Financial
Statements are not necessarily representative of operations for an entire year.

These Condensed Consolidated Financial Statements are unaudited, and certain information and note disclosures normally included in the
annual Consolidated Financial Statements have been condensed or omitted, as permitted under the applicable rules and regulations. Readers of
these financial statements should refer to PNMR’s, PNM’s and TNMP’s audited Consolidated Financial Statements and Notes thereto that are
included in their respective 2009 Annual Reports on Form 10-K.

The Notes to Condensed Consolidated Financial Statements include disclosures for PNMR, PNM, and TNMP. For discussion purposes,
this report will use the term “Company” when discussing matters of common applicability to PNMR, PNM, and TNMP. Discussions regarding
only PNMR, PNM, or TNMP will be indicated as such. Certain amounts in the 2009 Condensed Consolidated Financial Statements and Notes
thereto have been reclassified to conform to the 2010 financial statement presentation.

GAAP defines subsequent events as events or transactions that occur after the balance sheet date but before financial statements are issued
or are available to be issued. Based on their nature, magnitude, and timing, certain subsequent events may be required to be reflected at the
balance sheet date and/or required to be disclosed in the financial statements. The Company has evaluated subsequent events as required by
GAAP.

Principles of Consolidation

The Condensed Consolidated Financial Statements of each of PNMR, PNM, and TNMP include their accounts and those of subsidiaries in
which that entity owns a majority voting interest. PNMR’s primary subsidiaries are PNM, TNMP, and First Choice. PNM consolidates the
PVNGS Capital Trust and Valencia. PNMR shared services’ administrative and general expenses, which represent costs that are primarily driven
by corporate level activities, are allocated to the business segments. Other significant intercompany transactions between PNMR, PNM, and
TNMP include transmission and distribution services; lease, interest, and income tax sharing payments; and dividends paid on common stock.
All intercompany transactions and balances have been eliminated. See Note 12.

Restatement

As discussed in Note 12 of Notes to Consolidated Financial Statements in the 2009 Annual Reports on Form 10-K, the actuarial
determination of the PBO for the PNM pension plan at December 31, 2009 revealed that there had been an increase in the PBO of $9.6 million
due to the retirement of employees transferred to NMGC following the sale of PNM Gas in January 2009. This increase was expensed, similar to
a plan curtailment, as required by GAAP and reduced the gain recognized on the sale. The expense for the PBO increase is reflected through a
retroactive adjustment of the March 31, 2009 quarter for PNMR and PNM and does not impact the three months
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ended June 30, 2010. The retroactive adjustment is part of discontinued operations for PNMR and PNM and does not impact earings from
continuing operations or earnings per share from continuing operations. The retroactive adjustment had the following impact on the June 30,
2009 amounts:

Six Months Ended June 30, 2009
As Originally

Reported As Restated
(In thousands, except per share amounts)

Net earnings
& Metearnings (loss) attributableto PNMR .
Net earnings (loss) attributable to PNMR per common share:

$ 93,068

1096
0.96

Net eamjggs (loss) -
¥ Net earnings (loss) attributable-to PNM

40.398°

(2) Disposition
PNM Gas Sale

On January 12, 2008, PNM reached a definitive agreement to sell its natural gas operations, which comprised the PNM Gas segment, to
NMGC, a subsidiary of Continental, for $620.0 million in cash, subject to adjustment based on the actual level of working capital at closing.
PNM received an additional $32.9 million related to working capital true-ups, including $20.6 million received at closing. In a separate
transaction conditioned upon the sale of the natural gas operations, PNMR proposed to acquire CRHC, Continental’s regulated Texas electric
transmission and distribution business, for $202.5 million in cash. On July 22, 2008, PNMR and Continental agreed to terminate the agreement
for the acquisition of CRHC. Under the termination agreement, Continental agreed to pay PNMR $15.0 million upon the closing of the PNM
Gas transaction. PNM completed the sale of PNM Gas on January 30, 2009 and recognized a gain of $67.0 million, after income taxes of $34.1
million in the six months ended June 30, 2009, which is included in discontinued operations. This gain reflects the reduction for the increase in
the PBO of the PNM pension plan related to the retirement of employees transferred to NMGC. See Note 1. PNMR recognized an additional pre-
tax gain of $15.0 million ($9.1 million after income taxes) due to the CRHC termination payment, which is included in other income in the six
months ended June 30, 2009. In connection with the sale, PNM retained obligations under the frozen PNM pension and executive retirement
plans for employees transferred to NMGC. PNM had a regulatory asset related to these plans, which was removed from regulatory assets and
transferred to AOCL The after-tax charge to AOCI was $59.0 million. PNM also retained obligations for certain contingent liabilities that existed
at the date of sale.

PNM used proceeds from the sale to retire short-term debt and paid a dividend of $220.0 million to PNMR. PNMR used the dividend from
PNM and the $15.0 million from Continental to retire debt. There were no material prior relationships between the PNMR and Continental
parties other than in respect of the transactions described herein. See Note 14 for financial information concerning PNM Gas, which is classified
as discontinued operations in the accompanying financial statements.
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(3) Segment Information

The following segment presentation is based on the methodology that management uses for making operating decisions and assessing
performance of its various business activities. A reconciliation of the segment presentation to the GAAP financial statements is provided.

PNM Electric

PNM Electric includes the retail electric utility operations of PNM that are subject to traditional rate regulation by the NMPRC. PNM
Electric provides integrated electricity services that include the generation, transmission and distribution of electricity for retail electric
customers in New Mexico, the generation and transmission of electricity for firm requirements customers, and the sale of transmission to third
parties. PNM Electric also includes the generation and sale of electricity into the wholesale market. This includes optimization of PNM’s
jurisdictional assets as well as the capacity excluded from retail rates. FERC has jurisdiction over sales to firm requirements customers, third
party transmission, and wholesale market sales.

TNMP Electric

TNMP Electric is a regulated utility operating in Texas. TNMP’s operations are subject to traditional rate regulation by the PUCT. TNMP
provides regulated transmission and distribution services under the TECA.

PNM Gas

PNM Gas distributed natural gas to most of the major communities in New Mexico, subject to traditional rate regulation by the NMPRC.
The customer base of PNM Gas included both sales-service customers and transportation-service customers. PNM Gas purchased natural gas in
the open market and sold it at cost to its sales-service customers. As a result, increases or decreases in gas revenues resulting from gas price
fluctuations did not impact gross margin or earnings. As described in Note 2, PNM completed the sale of its gas operations on January 30, 2009.
PNM Gas is reported as discontinued operations in the accompanying financial statements and is not included in the segment information
presented below. Financial information for PNM Gas is presented in Note 14.

First Choice

First Choice is a certified retail electric provider operating in Texas that primarily serves residential, small commercial, and governmental
customers. Although First Choice is regulated in certain respects by the PUCT, it is not subject to traditional rate of return regulation.

Optim Energy

Optim Energy is treated as a separate segment for PNMR. PNMR’s investment in Optim Energy is held in the Corporate and Other
segment and is accounted for using the equity method of accounting. Optim Energy’s revenues and expenses are not included in PNMR’s
consolidated revenues and expenses or the following tables. See Note 11.

Corporate and Other
PNMR Services Company is included in the Corporate and Other segment.

The following tables present summarized financial information for PNMR by reportable segment. Excluding PNM Gas, which is presented
as discontinued operations, PNM has only one operating segment. TNMP operates in only one reportable segment. Therefore, tabular segment
information is not presented for PNM and TNMP.
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PNMR SEGMENT INFORMATION

TNMP First
& Electrie Chorce

Corporate

1 §3,421
L 107,107
—5L

Ni mierest eharges

Earnings (loss) before income taxes

Valencia nonscontrolling inter
Subsidiary preferred stock dividends

Operatmg Tevenues...
Intersegment revenues

(19,221)

. ¢operating revenues 234,306 (19,436) =
Cost of energy B 177,1 1\‘1 (19,222)
Gross margin =~ J c214)
Other operatmg expenses 41 701 (7 091)

iation.and amortiza
Operating income

15’02 U (1,394)

Tnterest income ", T
Equity in net eammgs (1oss) of Optlm Energy
Othirincome (deductions)...
Net interest charges

e 210)'
@Qoa3)" TN 656
(10, 190) (63 171)
©r655) ™ ‘
(9,149)

; 9,167 TR - THE30

Income taxes ﬂ)eneﬁt)

Earnings (loss) from continuing operationy. .

Valencia non-controlling interest

Subsidiary preferred stock dividendss <

Segment earnings (loss) from continuing

operations attributable to PNMR $ 13 085 $ 5750 $(13,5062
At June 30,2010: o s £ . w e W TR
Total Assets $3 813 524 $1, 013 131 $337,832
i ’ 3 $ & gt L 22
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(Unaudited)
PNM TNMP First Corporate
Electrlc Electric Choice and Other Consolidated\ ‘

" {Inthousands). * .

226 541

Cost of energy:
Gross margm

ther income (deductlons)
Net interest charges ™

Earnings (loss) before income taxes (10,286)
Inconie taxes (benefif wr 8 el (51400

Earmngs (loss) from continuing operatlons (5,146)

(132)

Hing interest
Subs1d1ary preferred stock dlvrdends

“"458.485 . 8,
11 19,482
458,496 83,044 ¢ 260:124
192,657

_(19,493)
(19,690 9 .
17,289 166,036 (19,481) 356, 501
70,755 . 94088 ° 473
36,725

- 17,513
16,517

9.

\ C863 T (8l
(34 599) (12,033) (1 776)

Aeserny 5356 ... 35880 .

(8,488) 2,169 12,888
A7489). .- 3,187 :
. (5,354)
@

it

Segment earnings (loss) from continuing
operations attributable to PNMR $ (13,107) $ 3,187

At June “:'%i}, 2009:

$3,644326
H51,632,,
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(4) Energy Related Derivative Contracts and Fair Value Disclosures
Energy Related Derivative Contracts

The Company is exposed to certain risks relating to its ongoing business operations. The primary objective for the use of derivative
instruments, including energy contracts, options, and futures, is to manage price risk associated with forecasted purchases of energy or fuel used
to generate electricity, or to manage anticipated generation capacity in excess of forecasted demand from existing customers. Substantially all of
the Company’s energy related derivative contracts are entered into to manage commodity risk and the Company does not currently engage in
speculative trading.

Commodity Risk

Marketing and procurement of energy often involve market risks associated with managing energy commodities and establishing open
positions in the energy markets, primarily on a short-term basis. The Company routinely enters into various derivative instruments such as
forward contracts, option agreements, and price basis swap agreements to economically hedge price and volume risk on power commitments and
fuel requirements and to minimize the risk of market fluctuations in wholesale portfolios. The Company monitors the market risk of its
commodity contracts using VaR and GEaR calculations to maintain total exposure within management-prescribed limits.

PNM is required to meet the demand and energy needs of its retail and wholesale customers. For PNM’s share of PVNGS Unit 3 and the
requirements of retail customers not covered under PNM’s FPPAC, PNM is exposed to market risk. PNM’s operations are managed primarily
through a net asset-backed strategy, whereby PNM’s aggregate net open forward contract position is covered by its forecasted excess generation
capabilities or market purchases. PNM would be exposed to market risk if its generation capabilities were to be disrupted or if its retail load
requirements were to be greater than anticipated. If all or a portion of the net open contract position were required to be covered as a result of the
aforementioned unexpected situations, commitments would have to be met through market purchases. As discussed in Note 10, on April 20,
2010, PNM received NMPRC approval of a hedging plan to manage fuel and purchased power costs related to customers covered by its FPPAC.
PNM has begun hedging activities.

First Choice is responsible for energy supply related to the sale of electricity to retail customers in Texas. TECA contains no provisions for
the specific recovery of fuel and purchased power costs. The rates charged to First Choice customers are negotiated with each customer. Asa
result, changes in purchased power costs can affect First Choice’s operating results with respect to margins and changes in retail customer load
requirements. First Choice is exposed to market risk to the extent that it has not hedged fixed price load commitments or to the degree that
market price movements affect customer retention, customer additions or customer attrition. Additionally, volumetric fluctuations in First Choice
retail load requirements due to weather or other conditions may subject First Choice to market risk. First Choice’s strategy is to minimize its
exposure to fluctuations in market energy prices by matching sales contracts with supply instruments designed to preserve targeted margins.

Accounting for Derivatives

Under derivative accounting and related rules for energy contracts, the Company accounts for its various derivative instruments for the
purchase and sale of energy based on the Company’s intent. Energy contracts that meet the definition of a derivative under GAAP and do not
qualify for the normal sales and purchases exception are recorded on the balance sheet at fair value at each period end. The changes in fair value
are recognized in earnings unless specific hedge accounting criteria are met. Derivatives that meet the normal sales and purchases exception are
not marked to market but rather recorded in results of operations when the underlying transactions settle.
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For derivative transactions meeting the definition of a cash flow hedge, the Company documents the relationships between the hedging
instruments and the items being hedged. This documentation includes the strategy that supports executing the specific transaction and the
methods utilized to assess the effectiveness of the hedges. Changes in the fair value of contracts qualifying for cash flow hedge accounting are
included in AOCI to the extent effective. Ineffectiveness gains and losses were immaterial for all periods presented. Gains or losses related to
cash flow hedge instruments, including those de-designated, are reclassified from AOCI when the hedged transaction settles and impacts
earnings. Amounts related to contracts that will be settled in the next twelve months are shown as current assets and current liabilities. Based on
market prices at June 30, 2010, after-tax gains of $8.2 million for PNMR and $9.0 million for PNM would be reclassified from AOCI into
earnings during the next twelve months. However, the actual amount reclassified into earnings will vary due to future changes in market prices.
As of June 30, 2010, the maximum length of time over which the Company’s designated cash flow hedges are hedging its exposure to the
variability in future cash flows is through December 2010.

The contracts recorded at fair value that do not qualify or are not designated for cash flow hedge accounting are classified as either
economic hedges or trading transactions. Economic hedges are defined as derivative instruments, including long-term power agreements, used to
economically hedge generation assets, purchased power and fuel costs, and customer load requirements. Changes in the fair value of economic
hedges are reflected in results of operations and are classified between operating revenues and cost of energy according to the intent of the
hedge. Trading transactions include speculative transactions, which the Company ceased in 2008.

Fair value is defined under GAAP as the price that would be received for an asset or paid to transfer a liability (an exit price) in the
principal or most advantageous market for the asset or liability in an orderly transaction between market participants on the measurement date.
Fair value is based on current market quotes as available and is supplemented by modeling techniques and assumptions made by the Company to
the extent quoted market prices or volatilities are not available. External pricing input availability varies based on commodity location, market
liquidity, and term of the agreement. Valuations of derivative assets and liabilities take into account nonperformance risk, including the effect of
the Company’s own credit standing. The Company regularly assesses the validity and availability of pricing data for its derivative transactions.
Although the Company uses its best judgment in estimating the fair value of these instruments, there are inherent limitations in any estimation
technique.

At June 30, 2010, amounts recognized for the right to reclaim cash collateral were $4.2 million for PNMR and $2.7 million for PNM.
PNMR and PNM had no obligations to return cash collateral at June 30, 2010.

The following tables do not include activity related to PNM Gas. See Note 14.
33

34




Table of Contents

PNM RESOURCES, INC. AND SUBSIDIARIES
PUBLIC SERVICE COMPANY OF NEW MEXICO AND SUBSIDIARIES
TEXAS-NEW MEXICO POWER COMPANY AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Commodity Derivatives

Commodity derivative instruments are summarized as follows:

Qualified Cash
Economic Hedges Trading Transactions Flow Hedges
December 31, December 31, December 31,
June 30, June 30, June 30,
2010 2009 2010 2009 2010 2009

éﬁrrent assets ' $ 16,165

Deferred charges' 3,251
19,416
(28,265)

bt

i il

$  21.00

Current labilities
Long-term liabilities

Net T (4189) 8§ 1431 8 - 3 3 $ 14,938 $ 21,002

First Choice decided to end speculative trading in 2008 and flattened remaining speculative positions. The PNMR trading transactions
column of the above table includes all balances related to the remaining flattened speculative positions of First Choice. No significant additional
costs are expected related to speculative trading.
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The following table presents the effect of commodity derivative instruments on earnings and OCI, excluding income tax effects. For cash
flow hedges, the earnings impact reflects the reclassification from AOCI when the hedged transactions settle.

Economic Trading Qualified Cash
Hedges Transactions Flow Hedges
June 30, June 30, June 30,

2010

2010 2009

2009

Eleotric operating

121) S 8 L2107 T $T(36

Cost of energy 2720 409
;. Totak'gain (loss) ~ $.2599 ° . §'5306 ..

Recognized in OCI

operating revenues $ (2,007)
G w P, 5 29;229' . =

... PNM o
Electric operating tevenués £ 00

(3.662

Cost o

nerg
v Total gai

1

08S) ;

Recognized in OCI

35

$ (6,078)

$ (602)
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Commodity contract volume positions are presented in Decatherms for gas related contracts and in MWh for power related contracts. The
table below presents PNMR’s and PNM’s net buy (sell) volume positions:

Decatherms MWh
Qualified Qualified
Economic Cash Flow  Economic Cash Flow
Trading Trading

Hedges Transactions Hedges Hedges Transactions Hedges

L 244579

(397,530)

D

gqqupggj k] | 2009

01,65

/ 7

88,400y
88.400)

e

i 468,525 - i

In connection with managing its commodity risks, the Company enters into master agreements with certain counterparties. If the Company
is in a net liability position under an agreement, some agreements provide that the counterparties can request collateral from the Company if the
Company’s credit rating is downgraded; other agreements provide that the counterparty may request collateral to provide it with “adequate
assurance” that the Company will perform; and others have no provision for collateral.

The table below presents information about the Company’s contingent requirements to provide collateral under commodity contracts
having an objectively determinable collateral provision that are in net liability positions and are not fully collateralized with cash. Contractual
liability represents commodity derivative contracts recorded at fair value on the balance sheet, determined on an individual contract basis
without offsetting amounts for individual contracts that are in an asset position and could be offset under master netting agreements with the
same counterparty. The table only reflects cash collateral that has been posted under the existing contracts and does not reflect letters of credit
under the Company’s revolving credit facilities that have been issued as collateral. Net exposure is the net contractual liability for all contracts,
including those designated as normal purchases and sales, offset by existing cash collateral and by any offsets available under master netting
agreements, including both asset and liability positions.

Contractual Existing Cash
Contingent Feature —
Credit Rating Downgrade Liability Collateral Net Exposure

In thousands) "

$ 13,916
MR. \ g VI SRO00 . T« § 14104
PNM $ 37

Sale of Power from PVNGS Unit 3

In April 2008, PNM entered into three separate contracts for the sale of capacity and energy related to its entire ownership interest in
PVNGS Unit 3, which is 135 MW. Under two of the contracts, PNM sells 90 MW of firm capacity and energy. Under the remaining contract,
PNM sells 45 MW of unit contingent capacity and energy. The term of the contracts is May 1, 2008 through December 31, 2010. Under the two
firm contracts, the two buyers made prepayments of $40.6 million and $30.0 million. These amounts were recorded as deferred revenue and are
being amortized over the life of the contracts. At June 30, 2010 and December 31, 2009, $14.2 million and $29.5
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million were included in other current liabilities related to these contracts. The prepayments received under the firm contracts, as well as required
subsequent monthly payments on them, are shown as a financing activity in the Condensed Consolidated Statement of Cash Flows. The firm
contracts are considered energy derivatives and are accounted for as cash flow hedges with changes in fair value included in AOCI The
contingent contract is accounted for as a normal sale.

Non-Derivative Financial Instruments

The carrying amounts reflected on the Condensed Consolidated Balance Sheets approximate fair value for cash, temporary investments,
receivables, and payables due to the short period of maturity. Available-for-sale securities are carried at fair value.

Available-for-sale securities for PNMR and PNM consist of PNM assets held in the NDT for its share of decommissioning costs of
PVNGS. The NDT holds equity and fixed income securities. The fair value and gross unrealized gains of investments in available-for-sale
securities are presented in the following table. PNMR and PNM do not have any unrealized losses on available-for-sale securities.

June 30, 2010 December 31, 2009
Unrealized Gains Fair Value Unrealized Gains  Fair Value
(In thousands)

Equity securities; ‘%" T S WL
~ Domesti ( ( ) ) $ 20,517

616
649

%

2926 s oo i
314,311 $135,496 $14192 __$ 137,032

The proceeds and gross realized gains and losses on the disposition of available-for-sale securities for PNMR and PNM are shown in the
following table. Realized gains and losses are determined by specific identification of costs of securities sold.

Three Months Ended Six Months Ended
June 30, June 30,
2010 2009 2010 2009
(In thousands)
Proceeds fromsales. ., U WL 15,586 3394 " $362
Gross realized gains . %1526

Gross realized (losses) '$ (510) -

Held-to-maturity securities are those investments in debt securities that the Company has the ability and intent to hold until maturity. Held-
to-maturity securities consist of the investment in PVNGS lessor notes and certain items within other investments, including the EIP lessor note.

The Company has no available-for-sale or held-to-maturity securities for which carrying value exceeds fair value. There are no
impairments considered to be “other than temporary” that are included in AOCI and not recognized in earnings.
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At June 30, 2010, the available-for-sale and held-to-maturity debt securities had the following final maturities:

Fair Value
Available-for-Sale Held-to-Maturity
PNMR and PNM PNMR PNM
(In thousands)

o} er'ylby ars

The carrying amount and fair value of held-to-maturity debt securities and other non-derivative financial instruments (including current
maturities) are:

June 30, 2010 December 31, 2009

Carrying Carrying
Amount Fair Value Amount Fair Value
(In thousands)

o i

Other ihv\estmen‘ts‘

bt

e

Long-term debt
Otherinvestments

The fair value of long-term debt shown above was primarily determined using quoted market values, as were certain items included in
other investments. To the extent market values were not available, fair value was determined by discounting the cash flows for the instrument
using quoted interest rates for comparable instruments.

Other Fair Value Disclosures

The Company determines the fair values of its derivative and other instruments based on the hierarchy established in GAAP, which
requires an entity to maximize the use of observable inputs and minimize the use of unobservable inputs when measuring fair value. GAAP
describes three levels of inputs that may be used to measure fair value. Level 1 inputs are quoted prices (unadjusted) in active markets for
identical assets or liabilities that the reporting entity has the ability to access at the measurement date. Level 2 inputs are inputs other than quoted
prices included within Level 1 that are observable for the asset or liability, either directly or indirectly. Level 3 inputs are unobservable inputs for
the asset or liability. Level 3 inputs used in determining fair values for the Company consist of internal valuation models.

For NDT investments, Level 2 fair values are provided by the trustee utilizing a pricing service. The pricing provider predominantly uses
the market approach using bid side market value based upon a hierarchy of information
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for specific securities or securities with similar characteristics. For commodity derivatives, Level 2 fair values are determined based on market
observable inputs, which are validated using multiple broker quotes, including forward price, volatility, and interest rate curves to establish
expectations of future prices. Credit valuation adjustments are made for estimated credit losses based on the overall exposure to each
counterparty. Fair values of Level 3 commodity derivatives are determined in a manner similar to those in Level 2, but are at a lower level in the
hierarchy due to low transaction volume or market illiquidity that significantly limit the availability of observable market data.

Derivatives and Investments
The fair values of derivatives and investments that are recorded at fair value on the Condensed Consolidated Balance Sheets are as follows:

Quoted Prices

in Active Significant Significant
Market for Other Unobservable
Identical Assets Observable

Inputs
Total o gLevel 1) o (Level 3

8 2726

20,517
36415
8637
| incomeé securities: PR
MunlClpals 37 352

"2 21,29
8,553

¢ § 135496 -

S $ 43807 0 o § 12342
(47 833) (23,516)

C % L4

PNM
Commodity derivative asséts
Commodlty derivative 11ab111t1es
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Quoted Prices
in Active Significant Significant
Market for Other Unobservable
Identical Assets Observable
Inputs Inputs

‘ (Level 1) TJI_Jevel 2) \\ (Level 3)

220
PNM

s

(Ini thous:

v P NMB'?!.'!"
NbTinvestments, . =

~ International and oth

“iPixed income securities
U.S. government
Municipals:

e ... . INMR e
Commodity derivative assets” e 8530327
Commodity dgﬁva}ive liabilitips (28,574)

$ 24,458 «

( ) PNM o
Commodity derivative assets - §:24,498™
Commodity derivative liabilities (2,065)

e Net:

® The Level 1, 2 and 3 columns in the above table is presented based on the nature of each instrument. The total column is presented
based on the balance sheet classification of the instruments and reflect unit of account reclassifications between commodity derivative
assets and commodity derivative liabilities of $0.4 million for PNMR and zero for PNM at June 30, 2010 and $0.1 million for PNMR
and zero for PNM at December 31, 2009. There were no transfers between levels during the three and six months ended June 30, 2010.

$ 222433 2
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A reconciliation of the changes in Level 3 fair value measurements is as follows:

PNMR PNM

June 30, June 30,

2009

S(1636) 5 (1,129)

$ (278)

i ‘ g) included in earnings (814)
Total gam& §é§f included it othér compréhiensive S
288
o g (278) P
Total gains (losses) included in earnings attributable to the change
in unrealized gains or losses relating to assets still held at the end
of the period $ (543) $ (786) $ - $  (786)

" Includes fair value reversal of contracts settled, unearned and prepaid option premiums received and paid during the period for
contracts still held at end of period.
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Gains and losses (realized and unrealized) for Level 3 fair value measurements included in earnings are reported in operating revenues and
cost of energy as follows:

PNMR PNM
June 30, June 30,
2010 2009 2010 2009

(losses) included in earnings:
# Electtic operating revenues
Cost of energy

Change in unrealized gains or losses related to assets still
held at the repomng date

Six Months Ended

esyinchuded in carningss:
Electric operatmg revenues 23 )
" Cost of energy = ; ; . -" KR T fagy W 0 gy
Total $ 814 (2 102) $ (128) $ (2,102)

586 S (786)
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(5) Earnings Per Share

In accordance with GAAP, dual presentation of basic and diluted earnings (loss) per share has been presented in the Condensed
Consolidated Statements of Earnings (Loss) of PNMR. Information regarding the computation of earnings (loss) per share is as follows:

Three Months Ended Six Months Ended
June 30, June 30,
__2010 2009 2010 2009

819827

132 (3) \
... FBamings fromco . 22818 . 144 2097
Earnmgs (loss) from dlscontmued operatlons - (2 6 ! - 73,241
- Nét Earnings (Loss) Attributablé'to PNME : $22.878 TA420

Average Number of Comm
. Ottstandiiig during period :
‘ Equlvalents from convemble preferred stock (Note 7)

4 Vested awards - e

86,673

(0.03)
8 0.02)

(a) Excludes the effect of out-of-the-money options for 3,820,704 shares of common stock at June 30, 2010.
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(6) Stock-Based Compensation

Information concerning stock-based compensation plans is contained in Note 13 of Notes to Consolidated Financial Statements in the 2009
Annual Reports on Form 10-K.

Stock Options

The following table summarizes activity in stock option plans for the six months ended June 30, 2010:

Weighted- Weighted-
Average Aggregate Average
Exercise Intrinsic Remaining
Shares Price Value Contract Life

Outstanding at beginning o 94,019
618,708

(84,750}
(12,505)
Outstanding at end of period 4,718,426

b Rt B
3,580,016
Available for future grant* 4,608,716

$ 2,299,138 5.97 years

sable at end of period

* Includes shares available for grants of restricted stock.
The following table provides additional information concerning stock option activity:

Six Months Ended
June 30,

Options for PNMR Common Stock

bes

Weighted-average grant date fair valiie-of options granted .
Total intrinsic value of options exercised (in thousands)

The Company uses the Black-Scholes option pricing model to estimate the fair value of stock-based awards with the following weighted-
average assumptions for options granted in the six months ended June 30, 2010:

Dividend yield "<
Expected volatility
Risk-free interest rates = "~ ¢
Expected life (years)

The assumptions above are based on multiple factors, including historical exercise patterns of employees in relatively homogeneous groups
with respect to exercise and post-vesting employment termination behaviors, expected future exercising patterns for these same homogeneous
groups and both the implied and historical volatility of PNMR’s stock price.
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Restricted Stock and Performance Shares
The following table summarizes nonvested restricted stock activity for the six months ended June 30, 2010:
Weighted-
Average

Nonvested Restricted Grant-Date
PNMR Common Stock Fair Value

The total fair value of shares of restricted stock that vested during the six months ended June 30, 2010 was $1.3 million.

During 2009 and 2010, the Company issued performance share agreements to certain executives that are based upon the Company
achieving specified performance targets for those respective years. In addition during 2009, the Company issued performance share agreements
that are based upon achieving specific performance targets for the period 2009 through 2011. The determination of the number of shares
ultimately issued depends on the levels at which the performance criteria are achieved and cannot be determined until after the performance
periods end. For the targets based only on 2009 performance, the optimal level was attained resulting in 102,375 shares being awarded in 2010,
which will vest through 2013 and are included in the number of shares granted in the above table. For the targets based only on 2010
performance, the Company would issue a maximum of 96,563 shares, which are not included in the above table, if all performance criteria are
achieved and the executives remain eligible. For the targets based upon the period 2009 through 2011 performance, the Company would issue a
maximum of 39,113 if all performance criteria are achieved and the executives remain eligible.

(7) Capitalization

Information concerning financing activities is contained in Note 6 of Notes to Consolidated Financial Statements in the 2009 Annual
Reports on Form 10-K.

Short-term Debt

At December 31, 2009, PNMR and PNM had revolving credit facilities for borrowings up to $600.0 million under the PNMR Facility and
$400.0 million under the PNM Facility that primarily expire in 2012. LBB was a lender under the PNMR Facility and the PNM Facility. LBH,
the parent of LBB, has filed for bankruptcy protection. Subsequent to the bankruptcy filing by LBH, LBB declined to fund a borrowing request
under the PNMR Facility. A replacement bank has taken the place of LBB under the PNM Facility. In March 2010, the PNMR Facility was
amended to remove LBB as a lender and reduce the total capacity under the PNMR Facility to $568.0 million. In addition to the reduction in the
PNMR Facility related to LBB, the PNMR Facility and the PNM Facility will reduce by $26.0 million and $14.0 million in August 2010 and by
an additional $25.0 million and $18.0 million in August 2011 according to their terms. The Company does not believe amending the PNMR
Facility to remove LBB or the scheduled reduction in the facilities will have a significant impact on PNMR’s and PNM’s liquidity. In addition,
PNMR and PNM each have a local line of credit amounting to $5.0 million. TNMP has a revolving credit facility for borrowings up to $75.0
million under the TNMP Revolving Credit Facility that expires in April 2011. At June 30, 2010, the weighted average interest rate was 1.60%
for the PNMR Facility and 1.00% for the PNM Facility.
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Short-term debt outstanding consists of:
December 31,
June 30,
Short-term Debt 2010 2009
(In thousands)
PNM s b e iy
Revolving credit faci $ 118,000

credit

TNMP: Revolving credit facility

PNMR N B

e Revolving credit facility ... . . °
Local lines of credit

At July 29, 2010, PNMR, PNM, and TNMP had $405.0 million, $198.3 million, and $74.7 million of availability under their respective
revolving credit facilities and local lines of credit, including reductions of availability due to outstanding letters of credit. Total availability at
July 29, 2010, on a consolidated basis, was $678.0 million for PNMR. At July 29, 2010, PNMR and PNM had invested cash of $20.1 million
and $5.6 million. TNMP had no such investments.

As of June 30, 2010, TNMP had outstanding borrowings of $24.0 million from PNMR under its intercompany loan agreement.

Financing Activities

In March 2009, TNMP entered into and borrowed $50.0 miltion under a loan agreement with Union Bank, N. A. (the “2009 Term Loan
Agreement”). Through hedging arrangements, TNMP established fixed interest rates for the 2009 Term Loan Agreement of 6.05% for the first
three years and 6.30% thereafter. In January 2010, the relationship was modified to reduce the fixed interest rate to 4.80% through March 31,
2012 and to 5.05% thereafter.

In January 2010, PNM entered into a floating-to-fixed interest rate swap with a notional amount of $100.0 million. The effect of this swap
is to convert $100.0 million of borrowings under the PNM Facility from an interest rate based on the one-month LIBOR rate to a fixed rate of
1.245% through January 14, 2011, which rate is subject to adjustment in the event PNM’s credit ratings are changed.

These arrangements are accounted for as cash flow hedges and the June 30, 2010 pre-tax fair value losses of $1.7 million for the TNMP
hedge and $0.1 million for the PNM hedge are included in AOCI and in other current liabilities, except for $0.8 million included in other
deferred credits for TNMP, on the Condensed Consolidated Balance Sheets. Amounts reclassified from AOCI are included in interest charges.
The fair value determinations were made using Level 2 inputs under GAAP and were determined using forward LIBOR curves under the mid-
market convention to discount cash flows over the remaining term of the swap agreements.

On February 10, 2010, PNM filed an application with the NMPRC requesting approvals and authorizations to refund up to $403.8 million
of callable PCRBs issued by the City of Farmington, New Mexico and the Maricopa County, Arizona Pollution Control Corporation (the “prior
bonds”) and to replace the prior bonds with new tax-exempt PCRBs. The proceeds from the prior bonds were used to finance a portion of the
cost of certain pollution control systems, facilities and related improvements at SJGS and PVNGS. The NMPRC approved PNM’s request on
March 11, 2010. On June 9, 2010, $403.8 million of new PCRBs were sold by the City of Farmington, New Mexico and the Maricopa County,
Arizona Pollution Control Corporation. The proceeds from the new PCRBs were utilized to retire the prior bonds, including those secured by
PNM first mortgage bonds. The new PCRBs are
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collateralized by PNM senior unsecured notes, similar to PNM’s other PCRBs. The new PCRBs were issued in eight separate series and bear
interest at rates ranging from 4.00% to 6.25%. The final maturities of the new PCRBs range from 2040 to 2043, although $137.3 million are
subject to mandatory tender and repurchase by PNM in 2015 through 2020.

Convertible Preferred Stock

In November 2008, PNMR issued 477,800 shares of Series A convertible preferred stock. The Series A convertible preferred stock is
convertible into PNMR common stock in a ratio of 10 shares of common stock for each share of preferred stock. The Series A convertible
preferred stock is entitled to receive dividends equivalent to any dividends paid on PNMR common stock as if the preferred stock had been
converted into common stock. The Series A convertible preferred stock is entitled to vote on all matters voted upon by common stockholders,
except for the election of the Board. In the event of liquidation of PNMR, preferred holders would receive a preference of $0.10 per common
share equivalent. After that preference, common holders would receive an equivalent liquidation preference per share and all remaining
distributions would be shared ratably between common and preferred holders using the number of shares of common stock into which the Series
A convertible preferred stock is convertible. The terms of the Series A convertible preferred stock result in it being substantially equivalent to
common stock. Therefore, for eamings per share purposes the number of common shares into which the Series A convertible preferred stock is
convertible is included in the weighted average number of common shares outstanding. Similarly, dividends on the Series A convertible
preferred stock are considered to be common dividends in the accompanying Condensed Consolidated Financial Statements.

(8) Pension and Other Postretirement Benefit Plans

PNMR and its subsidiaries maintain qualified defined benefit pension plans, postretirement benefit plans providing medical and dental
benefits, and executive retirement programs (“PNM Plans” and “TNMP Plans”). PNMR maintains the legal obligation for the benefits owed to
participants under these plans.

Information concerning pension and other postretirement plans is contained in Note 12 of Notes to the Consolidated Financial Statements
in the 2009 Annual Reports on Form 10-K. Annual net periodic benefit cost (income) for the plans is actuarially determined using the methods
and assumptions set forth in that note and is recognized ratably throughout the year.

In March 2010, the Patient Protection and Affordable Care Act and the Health Care and Education Reconciliation Act of 2010 were signed
into law. This legislation expands health care coverage to individuals and will largely be funded through tax increases. One provision that will
impact certain companies significantly is the elimination of the tax deductibility of the Medicare Part D subsidy. The Company does not expect
any significant impact on its financial statements as a result of the legislation.

In June 2010, the Preservation of Access to Care for Medicare Beneficiaries and Pension Relief Act was enacted. The act contains a
provision designed to lower required contributions to pension plans by offering extended amortization methods for shortfalls resulting
from recent losses in asset market value. The Company’s pension plans can elect this relief for any two years within the 2009-2011 period. The
Company is currently evaluating the options provided by this legislation and is assessing the impacts of the alternatives. The estimated future
contributions to the pension plans set forth below do not consider possible impacts of this legislation.
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PNM Plans

The following tables present the components of the PNM Plans’ net periodic benefit cost (income):

Three Months Ended June 30,
Other Postretirement Executive Retirement
Pension Plan Benefits Program
2010 2009 2010 2009 2010 2009
(In thousands)

Components of Net Periodi

I_ntere cost

“Lovg-term onplanassets o« - ; (1,458) «, - "
Amortization of net loss _ 7
Amortization of prior-service cost . {1.036) . T

Net periodic benefit cost (income) $ 961 $ 309
Six Months Ended June 30,
Other Postretirement Executive Retirement
Pension Plan Benefits Program
2010 2009 2010 2009 2010 2009
Compons Net Periodi
Benefit Cost (Ingom}e‘:‘)«

. Service cost «
Interest cost
o+ Lotigsterm return'on plan assets
Amortization of net loss
" Amortization of prior service o8t
Net periodic benefit cost (income)

$

s 1,74

As a result of the sale of PNM Gas in January 2009, the liability associated with the retiree medical obligation for gas designated
employees was transferred to the purchaser and PNM recognized unamortized prior service costs resulting in a $2.9 million gain, which is not
included in the net periodic benefit cost above. See Note 12 of Notes to the Consolidated Financial Statements in the 2009 Annual Reports on
Form 10-K for additional information regarding the impacts the sale of gas operations had on pension and other postretirement benefits.

PNM made no contributions to its pension plan trust in the three months ended June 30, 2010, $6.5 million in the six months ended
June 30, 2010, and no contributions in the three and six months ended June 30, 2009. PNM anticipates making total contributions of
approximately $19.5 million in 2010. Based on current law and estimates of portfolio performance, PNM estimates making additional
contributions to its pension plan trust that total $246.8 million for years 2011- 2014. The estimated contributions were developed using a
probabilistically weighted average discount rate of 6.0% to determine the projected benefit obligation under the pension plan. Actual amounts to
be funded in the future will be dependent on the actuarial assumptions at that time, including the appropriate discount rate. PNM contributed
$1.2 million and $1.4 million to the trust for other postretirement benefits for the three months ended June 30, 2010 and 2009 and $1.2 million
and $2.1 million for the six months ended June 30, 2010 and 2009. PNM expects to make total contributions totaling $2.5 million during 2010 to
the trust for other postretirement benefits. Disbursements under the executive retirement program, which are funded by the Company
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