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In 2020, there were a numberof ESG-related events that included: 

Bribery 
Charges e e A 

"Exe[on Corp. Outlook Revised To 
Negative On Bribery Charge; 
SubsidiaryCommonwea[th Edison 
Co. Downgraded," Ju[y 21, 2020 

Source: S&PG[obal Ratings; S&PCapital IQ 

California 
Wi ldf i res 

0 
"Edison Internationa[And 
Subsidiary Out[ooks Revised To 
Negative On Adverse Wildfire 
Conditions; 'BBB' Ratings Affirmed," 
Sept. 16,2020 

"PG&ECorp. And Subsidiary 
Out[ooks Revised To Negative On 
Adverse Wildfire Conditions; 'BB-' 
Ratings Affirmed," Sept. 16,2020 

"San Diego Gas & Electric Co. 
Outlook Revised To Negative On 
Adverse Wi[dfjre Conditions; 'BBB+' 
Rating Affirmed," Sept. 16, 2020 

Climate Change 
Risks 

"Entergy New Or[eans LLC 
Downgraded To'BBB' From 'BBB+' 
On Storm Risks, Outlook Negative," 
Oct. 8,2020 

Code of Conduct 
Violations 

"FirstEnergyCorp. Downgradedto 
'BB+' On Termination Of CEO; 
Ratings Remain On CreditWatch 
Negative," Oct. 30,2020 

Regulatory and 
Recovery Risks 

"Duke Energy Corp. And 
Subsidiaries Out[ooks Revised To 
Negative On Higher Regulatory 
Risks, Elevated Spending P[an," Dec. 
15,2020 
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Marginal improvementin credit quality in 2021. .. 

Higher corporate tax rate... ..=partially offset by ESG risks 

U.S. Corporate Tax Rates 
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• Based on the investor-owned North American regu lated utility 
industry's credit performance so far, 2021 could become the 
second consecutive year that downgrades outpace upgrades. 

• In our view, many companies are managingtheir financial 
position with little or no financial cushion from their 
downgradethreshold, increasingthe susceptibility to a 
downgrade if an unexpected event occurs, not incorporated 
within the base case, that further weakens financial 
performance. 

• The recent Texas storm highlights the continued 
environmental, social, and governance (ESG) risks that can 
negatively affect the industry's credit quality. 

• Given the magnitude of the financial costs associated with 
Texas storm for many utilities within the sector and the 
potential for more extreme weather events, S&P Global 
Ratings will continue to monitor the industry's physical and 
financial hedging practices. 

Our ratings on the investor-owned North America regu lated utilities 
began 2021 the same waythat it ended 2020--with downgrades. The early 
2021 downgrades of Atmos Energy Corp. (A-/Watch Neg/A-2), Duke 
Energy Corp. (BBB/Stable/A-2), One Gas Inc. (BBB+/Negative/A-2), and 
National Grid North America Inc. (BBB+/Stable/A-2) reflect our view of 
the minimal financial cushion attheircurrent rating level priortothe 
downgrades. This is consistent with the more general industrytrend of 
higher leverage driven by robust capital spending necessary to reduce 
greenhouse gas emissions, enhance reliability, and improve safety. 

Last year was the first year in a decade that ourdowngrades outpaced 
upgrades in this sector and at this early 2021 juncture, it appears that for 
the second consecutive year, downgrades will again outpace upgrades. 
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Additionally, while our median rating forthe industry remains at'A-', the 
cushion has significantly shrunken and the median rating is moving ever 
so close, for firsttime ever, tothe'BBB' category. 

Chart 1 

North American Regulated Utilities Upgrades and Downgrades 

70 

60 

50 

40 

30 

20 

10 -

n r 

¤ Upgrade 

• Downgrade 

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 YTD 
2021 

Source: S&P Global Ratings. 
Copyright © 2021 by Standard & Poor's Financial Services LLC. All rights reserved. 

Chart 2 



SOAH Docket No. 473-21-2606 
PUC Docket No. 52195 

TIEC's lst, Q. No. TIEC 1-5 
Attachment 17 

Page 4 of 13 
North American Regulated Utilities Ratings Distributions 
As of March 3, 2021 
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Relying On Only Minimal Financial Cushion 
Since we revised our industry outlook to negative atthe beginning of 2020 

COVID-19:The Outlook For North American Regulated UtilitiesTurns 
Negative 
, April 2,2020) we have consistently highlighted the lack of financial 
cushion (see chart). While utility cash flows are generally more 
predictable than most other industries and therefore utilities can 
typically manage them closer to their ratings downgrade threshold, 
unexpected eventsthat arise beyond the base case, can often resu lt in a 
weakening of credit quality. 
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Sampling Of Minimal Cushion At Current Rating Level 
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In our view, Atmos Energy, Duke Energy, One Gas, and Nationa[Grid were 
generally operating with minimal cushion, priortotheir downgrades. Our 
rating actions on OGE Energy Corp. stands in contrast to these entities. 
We affirmed the ratings on OGE Energy Corp. and only revised the outlook 
to negative, despite the company also being negatively affected bythe 
Texas storm, experiencing $800 million to $1 billion of higher fuel and 
purchased power costs. The primary reason forthe ratings affirmation, 
despite the high costs, reflects our view of sufficient financial cushion 
prior to the unexpected winter freeze. 
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ESG Risks 
S&P Global Ratings has consistently highlighted the many ESG risks that 
could potentially harm the industry's credit quality (Webinar Spotlights 
The North American Regu lated Utility Sector's KeyTrends And Risks, Feb. 
2,2021). Some of the potential ESG-related risks include: 
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• Climate-related risks including wildfires, storms, hurricanes, and 
extraordinary hot or cold temperatures. 

• Regulatory risks. Rising costs and higher capital spending could 
pressure the industry's regulatory support and expectations of full 
recovery of such costs from ratepayers. 

• Consistent access to the capital markets at a fair price. To the 
extent that investors are taking environmental concerns into 
consideration, utilities with higher carbon emissions might not 
have the same capital market access or pricing as peers, 
potentially weakening credit quality. 

• Stranded asset risk. Should regulators and customers no longer 
support fossil fuel-based assets and instead determine that full 
electrification and renewable generation should replace the 
industry's natural gas distribution system and natural gas-fired 
generation, these assets could become stranded assets, 
potentially weakening a utility's financial measures and 
management of regu latory risk. 

Recent examples underscore the risks 

Duke Energy Corp.'s credit qualitytook a hit when it agreed to a 
settlement, failingto fully recover its coal ash costs ( 
Duke Energy Corp. And Subsidiaries Downgraded To 'BBB+' On Coal Ash 
Settlement. Outlook Stable 
, Jan. 26,2021). The devastating winter storm in Februarythat plunged 
much of Texas into a deep freezeand knocked out power to millions of 
homes sharply increased local natural gas spot prices by more than 
35,000% duringthe week of frigid temperatures around the region. During 
this timeframe, local natural gas prices increased to more than $1,000 per 
MMBtu from about $3 per MMBtu. As a resu lt of this drastic increase, we 
downgraded both Atmos Energy Corp. ( 
Atmos Energy Corp. Downgraded To 'A-' On Weakening Credit Metrics; 
Ratings Placed On CreditWatch Negative 
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, Feb. 22,2021) and One Gas Inc. ( 
ONE Gas Inc. Downgraded To'BBB+' From'A' On Unprecedented Weather 
Conditions; Outlook Negative 
, Feb. 23,2021), reflecting weaker financial measures from the added 
leverage necessary to fund the exorbitantly priced natural gas. 

Chart 3 

Natural Gas Spot Price At Tulsa 
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Sources: SNL; S&P Global Market Intelligence; S&P Global Ratings. 
Copyright © 2021 by Standard & Poor's Financial Services LLC. All rights reserved. 

Another once in a century event 

While some could dismissthe Texas storm as a "once in a century" event, 
over the past several years we have seen many of these rare and 
unpredictable events. This includes the polar vortex, the global pandemic, 
catastrophic wildfires, severe storms, and the recent winter freeze. Our 
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view thatthese events have affected the credit quality of some of the 
industry's utilities, demonstrates the need forthe industryto proactively 
reduce its ESG-related risks. 

Hindsight 

When looking back and assessing the recent winter freeze's negative 
impact on the natural gas distribution companies' credit quality, we 
believe a comprehensive hedging program could have limited the billions 
in higher fuel costs. While we view a utility's ability to fully recover its fuel 
and purchase power costs from ratepayers as an important credit-
supportive component, in this instance, this traditionaltool by itself was 
insufficient. 

The Texas storm's unprecedented climate related risks highlights the 
need for additional credit-supportive measures to maintain credit quality. 
Because of the spike in natural gas prices, the coststhat had to be 
recovered from ratepayers were simplytoo burdensometo be recovered 
through traditional means. Had a utility even attempted to pass these 
costs onto its ratepayers, it would have overwhelmed the customer bill, 
probably leadingto customer outrage. In fact, a non-rated, retail energy 
provider attempted to bill customers forthese higher costs and it 
immediately faced enormous public pressure. In hindsight, a 
comprehensive hedging program that includes both physical and 
financial hedges could have significantly lowered these higher costs, 
reducing credit risk. 

Looking forward, given the more frequent risks of climate change, a 
comprehensive physical and financial hedging program could be an 
additionaltoolthat if more frequently implemented, could potentially 
reducethe industry's credit risks. Such a program, if implemented 
properly, has the potential to significantly reduce risk when a utility is 
facing an unexpected commodity price spike. 
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Expecting More OfThe Unexpected 
The industry's credit quality is offto a challenging start, partially 
reflectingthe increasing ESG risks that if not addressed could continue to 
erode credit quality. What's more, regu lated utility companies are not well 
positioned to handle unexpected events because so many of them 
operate with minimal financial cushion at their particular rating level. 
Despite these risks, we expect that a higher corporate tax rate could 
offset some of this exposure, resulting in a modest improvement in credit 
quality ( 
US. Regulated Utilities' Credit Metrics Could Strengthen Under Proposed 
Biden Tax Plan 
, Oct. 29,2020). However, if Congress delays the passing of a higher 
corporate tax rate, given the increased frequency of ESG risks, we could 
lowerthe industry's median rating tothe'BBB' category well before year-
end. 

Related Research 
OGE Energy Corp. And Sub. OG&E Outlooks Revised To Negative On 

• Unprecedented Winter Related Costs: Ratings Affirmed 
, March 3,2021 
National Grid North America Inc. Downgraded To'BBB+' Following 

• Downgrade Of Parent 
, March 3,2021 

• S&P Global Roundtable: North American Regulated Utilities--Jan. 
29,2021, Feb. 2,2021 
North American Regu lated Utilities' Negative Outlook Could See 

• Modest Improvement 
,Jan. 20,2021 

• Industry Top Trends 2021 North America Regu lated Utilities, Dec. 10, 
2020 

This report does not constitute a rating action. 
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Primary Credit Analyst: 
Gabe Grosberg, New York + 1 (212) 438 6043; 
gabe. grosberg@sgglobal.com 

No content (including ratings, credit-related analyses and data, 
valuations, model, software or other application or output therefrom) or 
any part thereof (Content) may be modified, reverse engineered, 
reproduced or distributed in any form byany means, orstored in a 
database or retrieval system, without the prior written permission of 
Standard & Poor's Financial Services LLC or its affiliates (collectively, 
S&P). The Content shall not be used forany unlawful or unauthorized 
purposes. S&P and anythird-party providers, as well as their directors, 
officers, shareholders, employees or agents (collectively S&P Parties) do 
not guaranteethe accuracy, completeness, timeliness or avai lability of 
the Content. S&P Parties are not responsible for any errors or omissions 
(negligent or otherwise), regard less of the cause, forthe results obtained 
from the use of the Content, or forthe security or maintenance of any 
data input bythe user. The Content is provided on an "as is" basis. S&P 
PARTIES DISCLAIM ANYAND ALL EXPRESS OR IMPLIED WARRANTI ES, 
INCLUDING, BUT NOT LIMITEDTO, ANYWARRANTIES OF 
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, 
FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THATTHE 
CONTENT'S FUNCTIONING WILLBEUNINTERRUPTEDORTHATTHE 
CONTENT WILLOPERATE WITH ANY SOFTWAREOR HARDWARE 
CONFIGURATION. In no event shall S&P Parties be liable to any party for 
any direct, indirect, incidental, exemplary, compensatory, punitive, special 
or consequential damages, costs, expenses, legal fees, or losses 
(including, without limitation, lost income or lost profits and opportunity 
costs or losses caused by negligence) in connection with any use of the 
Content even if advised of the possibility of such damages. 

Credit-related and other analyses, including ratings, and statements in 
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the Content are statements of opinion as of the date they are expressed 
and not statements of fact. S&P's opinions, analyses and rating 
acknowledgment decisions (described below) are not recommendations 
to purchase, hold, or sell any securities orto make any investment 
decisions, and do not address the suitability of any security. S&P 
assumes no obligation to update the Content following publication in any 
form or format. The Contentshould not be relied on and is not a 
substitute forthe skill, judgment and experience of the user, its 
management, employees, advisors and/or clients when making 
investment and other business decisions. S&P does not act as a fiduciary 
or an investment advisor except where registered as such. While S&P has 
obtained information from sources it believes to be reliable, S&P does not 
perform an audit and undertakes no duty of due diligence or independent 
verification of any information it receives. Rating-related publications 
may be published fora variety of reasons that are not necessarily 
dependent on action by rating committees, including, but not limited to, 
the publication of a periodic update on a credit rating and related 
analyses. 

To the extent that regu latory authorities allow a rati ng agency to 
acknowledge in one jurisdiction a rating issued in another jurisdiction for 
certain regulatory purposes, S&P reserves the right to assign, withdraw or 
suspend such acknowledgment atanytimeand in its sole discretion. S&P 
Parties disclaim any duty whatsoever arising out of the assignment, 
withdrawal or suspension of an acknowledgment as well as any liability 
for any damage alleged to have been suffered on account thereof. 

S&P keeps certain activities of its business units separate from each 
other in order to preservethe independence and objectivity of their 
respective activities. As a resu lt, certain business units of S&P may have 
information that is not available to other S&P business units. S&P has 
established policies and procedures to maintain the confidentiality of 
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certain non-public information received in connection with each 
analytical process. 

S&P may receive compensation for its ratings and certain analyses, 
normally from issuers or underwriters of securities or from obligors. S&P 
reserves the right to disseminate its opinions and analyses. S&P's public 
ratings and analyses are made avai lable on its Web sites, 
www.standardandpoors.com (free of charge), and www. ratingsdirect.com 
and www.globalcreditportal.com (su bscription), and may be distributed 
through other means, including via S&P publications and third-party 
redistributors. Additional information about our ratings fees is available 
at www.standardandpoors.com/usratingsfees. 

Any Passwords/user IDs issued by S&P to users are single user-dedicated 
and may ONLY be used bythe individualto whom they have been 
assigned. No sharing of passwords/user IDs and no simultaneous access 
viathe same password/user ID is permitted. To reprint, translate, or use 
the data or information otherthan as provided herein, contact S&P Global 
Ratings, Client Services, 55 Water Street, New York, NY 10041; (1) 212-
438-7280 or by e-mail to: research_request@spglobal.com. 
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APPLICATION OF EL PASO § BEFORE THE STATE OFFICE 
ELECTRIC COMPANY TO CHANGE § OF 
RATES § ADMINISTRATIVE, HEARINGS 

EL PASO ELECTRIC COMPANY'S RESPONSE TO 
TEXAS INDUSTRIAL ENERGY CONSUMERS'S FIRST REQUEST FOR INFORMATION 

QUESTION NOS. TIEC 1-1 THROUGH TIEC 1-17 

TIEC 1 -6: 

Please provide copies of all correspondence, presentations and all other materials that EPE 
or its parent company provided to credit and equity analysts over the last two years. This is 
an ongoing request. 

RESPONSE: 

All presentations and reports that were made or provided to rating agencies and equity 
analysts for the period specified are listed below and provided as attachments hereto. The 
presentations and reports have been designated as public or confidential below. As part of 
El Paso Electric Company's ("EPE") annual meetings with representatives of S&P, 
Moody's, and Fitch Ratings, EPE provided forecast model information and assumptions 
which have been included as confidential attachments. EPE is not aware of any additional 
materials provided by its parent. 

Public Presentations and Reports 

2nd Quarter 2019 Earnings Conference Call - 08/06/2019 (TIEC 1-6, Attachment 1) 
3rd Quarter 2019 Earnings Conference Call - 11/06/2019 (TIEC 1-6, Attachment 2) 
4tl~ Quarter 2019 Earnings Conference Call - 02/26/2020 (TIEC 1-6, Attachment 3) 
1 ~ Quarter 2020 Earnings Conference Call - 05/07/2020 (TIEC 1-6, Attachment 4) 

Confidential Presentations 

Fitch Ratings - 05/05/2020 - (TIEC 1-6, Confidential Attachment 5) 
Moody' s - 05/15/2020 - (TIEC 1-6, Confidential Attachment 6) 
Standard & Poor' s - 05/19/2020 - (TIEC 1-6, Confidential Attachment 7) 
Fitch Ratings - 05/18/2021 - (TIEC 1-6, Confidential Attachment 8) 
Moody's - 05/26/2021 - (TIEC 1-6, Confidential Attachment 9) 

Confidential Material 

Fitch Ratings - Forecast for Fitch Excel format - 5/06/20 (TIEC 1-6, Confidential 
Attachment 10) 
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Moody's -Email - 5/14/20 (TIEC 1-6, Confidential Attachment 11) 
Standard & Poor' s - Email - 5/18/20 (TIEC 1-6, Confidential Attachment 12) 
Moody' s - Forecast May-20 Excel format (TIEC 1-6, Confidential Attachment 13) 
Moody's -Email - 5/19/20 (TIEC 1-6, Confidential Attachment 14) 
Standard & Poor' s - Forecast May-20 Excel format (TIEC 1-6, Confidential Attachment 15) 
Standard & Poor' s - Email - 5/19/20 (TIEC 1-6, Confidential Attachment 16) 
Standard & Poor' s - PPAs and Pension Interest Cost PDF format - 5/20/20 (TIEC 1-6, 
Confidential Attachment 17) 
Standard & Poor' s - Email - 5/20/20 (TIEC 1-6, Confidential Attachment 18) 
Standard & Poor' s -Solar Facilities EPE Existing PPAs Excel format - 5/21/20 (TIEC 1-6, 
Confidential Attachment 19) 
Standard & Poor' s - Email - 5/21/20 (TIEC 1-6, Confidential Attachment 20) 
Value Line - Email - 7/29/20 (TIEC 1-6, Attachment 21) 
Fitch Ratings - Forecast May-21 Using Dec 2020 BOD-for Fitch Excel format (TIEC 1-6, 
Confidential 
Attachment 22) 
Fitch Ratings - Email - 5/17/2021 (TIEC 1-6, Confidential Attachment 23) 
Moody's - Moody's RFD_El Paso Electric PDF format - 5/26/21 (TIEC 1-6, Confidential 
Attachment 24) 
Moody's - Email - 5/26/21 (TIEC 1-6, Confidential Attachment 25) 
Moody' s - June 2, 2021 Moody's issuer conference slides final PDF format - 6/11/21 (TIEC 
1-6, Confidential Attachment 26) 
Moody's - ESG Scores Explained_Regulated electric and gas utilities with generation PDF 
format - 6/11/21 (TIEC 1-6, Confidential Attachment 27) 
Moody's - Email - 6/11/21 (TIEC 1-6, Confidential Attachment 28) 
Moody's - Forecast May-21 Using Dec 2020 BOD-for Moody's Excel format - 6/11/21 
(TIEC 1-6, Confidential Attachment 29) 
Moody's - Email - 6/11/21 (TIEC 1-6, Confidential Attachment 30) 
Moody's - 20-00104-UT, Concurrence of Commissioners Hall and Fischmann in the Order 
Adopting Recommended Decision with Modifications PDF format - 6/24/21 (TIEC 1-6, 
Attachment 31) 
Moody's - 20-00104-UT, Order Adopting Recommended Decision with Modifications PDF 
format - 6/24/21 (TIEC 1-6, Attachment 32) 
Moody's - Email - 6/24/21 (TIEC 1-6, Confidential Attachment 33) 
Fitch Ratings - 6.23.21 EPE Statement Regarding 2020 Rate Case Order Issued by 
New Mexico PRC PDF format - 6/24/2021 (TIEC 1-6, Attachment 34) 
Fitch Ratings - Email - 6/24/2021 (TIEC 1-6, Confidential Attachment 35) 

Preparer: Richard Gonzalez Title: Manager - Cash Management & Investor 
Relations 

Sponsor: Lisa D. Budtke Title: Director - Treasury Services & Investor 
Relations 
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Safe Harbor Statement SOAH Docket No. 473-21-2606 
This presentation includes statementsthat are forward-looking statements made pursuantto the safe harbor provisions of the Sec~FEM o~h~~u ri~iOO Act of 1933, as 
amended, and Section 21E of the Securities Exchange Act of 1934, as amended, including statements regardingthe proposedacquisition d~*f¥k8(#Mdlriccompany ("EE"or 
the "Company"), shareholder and regulatoryapprovals, the expected timetable forcompletingthe proposedacquisitionof EE and for obtainif**1*r*1@tory approvals 
statements regarding current regulatory filings and anticipated regulatory filings; statements regarding expected capital expenditures; statements regarding expected dividends 
andstatements regardingthe adequacyof our Iiquidityto meetcash requirements. This information may involve risksand uncertaintiesthatcouldcauseactual resultsto differ 
materially from such forward-looking statements. These risksand uncertainties include, but are not limitedto, the failureto obtainthe required vote of EE's shareholders; the 
timingto consummatethe proposed acquisition; satisfaction of the conditionsto closing may notbe satisfied; the riskthata regulatoryapprovalthatmay be required forthe 
proposed acquisition is notobtainedor is obtainedsubjectto conditionsthatare not anticipated; and the diversionof management's time on the proposedacquisition-related 
issues. Additional information concerning factors that could cause actual results to differ materially from those expressed in forward-looking statements is contained in EE's most 
recently filed periodic reportsand in other filings made by EE withthe U.S. Securitiesand Exchange Commission (the "SEC"), andinclude, butis notlimited to: 
> Theimpactofthe TCJA and other U.S. tax reform legislation 
> Increased prices for fuel and purchased powerandthe possibilitythatregulatorsmay notpermit EE to passthrough all such increasedcoststo customersorto recover 

previously incurred fuel costs in rates 
> Fulland timely recovery of capital investments and operatingcoststhrough rates in Texasand New Mexico, and atthe Federal Energy Regulatory Commission ("FERC") 
> Uncertainties and instability in the generaleconomyandthe resulting impact on EE's sales and profitability 
> Changes in customersr demand forelectricityas a resultof energyefficiency initiativesand emerging competing services and technologies, including distributed generation 
> Unanticipated increased costs associated with scheduled and unscheduled outages of generating plant 
> Unanticipated maintenance, repair, or replacementcosts for generation, transmission, or distribution facilities andthe recovery of proceeds from insurance policies 

providing coverage forsuch costs 
> The size of ourconstruction program, the receiptof necessary permitsand approvalsand ourabilityto complete construction on budgetand ontime 
> Potential delays in ourconstructionand resource contracting scheduledueto legal challengesor otherreasons 
> Costs at Palo Verde 
> Decisions and actionsof the Company's regulatorsandthe resulting impact on EE's costof capital, sales, and profitability 
> Deregulation and competition in the electric utility industry 
> Possible increased costs of compliance with environmental or other laws, regulations and policies 
> Possible incometax and interestpaymentsas a resultof auditadjustments proposed bythe Internal Revenue Serviceorstate taxing authorities 
> Uncertainties and instability in the financial marketsandthe resulting impacton EE's abilityto accessthe capitaland creditmarkets 
> Actions by credit rating agencies 
> Possible physical or cyber-attacks, intrusions or other catastrophic events 
> A U.S. Governmentshutdown and the resulting impacton EE's sales and profitability 
> Other factorsof which we are currently unawareordeem immaterial 
EE's filings are available from the SEC or may be obtained through EE's website, http://Www.epelectric.com. Any such forward-looking statement is qualified by referenceto 
these risksand factors. EE cautionsthatthese risksand factorsare notexclusive. Managementcautionsagainstputting undue relianceon forward-Iookingstatementsor 
projecting any future results based on such statements or present or prior earnings levels. Forward-looking statements speak only as of the date of this presentation, and EE 
€Iees-nokundertake to update any forward-looking statement contained herein. 
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Important Additional Information and Where to Find It 

In connection with the proposed transaction, EE filed a definitive proxy statement with the SEC on August 2, 2019, 
and intends to file other materials with the SEC. EE also mailed or otherwise provided to its shareholders such proxy 
statement regarding the proposed transaction. BEFORE MAKING ANY VOTING DECISION, EE'S SHAREHOLDERS 
ARE URGED TO CAREFULLY READ THE PROXY STATEMENT IN ITS ENTIRETY AND ANY OTHER DOCUMENTS 
FILED WITH THE SEC IN CONNECTION WITH THE PROPOSED TRANSACTION OR INCORPORATED BY 
REFERENCE THEREIN BECAUSE THEY WILL CONTAIN IMPORTANT INFORMATION ABOUT THE PROPOSED 
TRANSACTION AND THE PARTIES TO THE PROPOSED TRANSACTION. Investors and security holders may obtain a 
free copy of the proxy statement and other documents that EE files with the SEC from the SEC's website at www. sec. gov 
and EE's website at https:Mr.epelectric.com. In addition, the proxy statement and other documents filed by EE with the 
SEC may be obtained from EE free of charge by directing a request to Investor Relations, Phone: 1-800-592-1634. 
Media inquiries can be directed to Eduardo Gutierrez at EE, Phone: 915-497-3495. 

Certain Participants in the Solicitation 

EE, its directors and certain of its executive officers and employees may be deemed, under SEC rules, to be 
participants in the solicitation of proxies from EE shareholders with respect to shareholder approval of the proposed 
acquisition of EE. Information regarding the names of EE's directors and executive officers and their respective interests 
in EE by security holdings or otherwise is set forth in EE's Annual Report on Form 10-K for the fiscal year ended 
December 31, 2018, filed with the SEC on February 28, 2019, and EE's definitive proxy statement for its 2019 Annual 
Meeting of Shareholders filed with the SEC on April 12, 2019. Additional information regarding the interests of such 
individuals in the proposed transaction are included in the definitive proxy statement relating to such acquisition. These 
documents may be obtained free of charge from the SEC's website at www.sec.gov and EE's website at 
https:Mr.epelectric.corn. 
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> On June 1, 2019, EE entered into a definitive agreement to be 
purchased by Sun Jupiter Holdings, LLC (Parent), an affiliate of 
Infrastructure Investments Fund (IIF), a private investment vehicle 
advised by J.R Morgan Investment Management Inc.(1) 

> On July 16, 2019, EE filed a Preliminary Proxy Statement with the SEC 
> On August 2, 2019, EE filed a Definitive Proxy Statement with the SEC 
> Required regulatory fillngs(2) 

AnticiDated Reaulatorv Filinas Beainnina in Auaust 

, Federal Energy Regulatory Commission (FERC) ~/ 

U.S. Nuclear Regulatory Commission (NRC) 

~ Federal Communications Commission (FCC) ~ 

Public Utility Commission of Texas (PUCT) 

I New Mexico Public Regulation Commission (NMPRC) ~ 

City of El Paso 

~ ' 'art-Scott-Rodino Antitrust~ 

t, 
(1) If the acquisition is not consummated by June 1, 2020 because the required approvals have 

not been obtained, the Parent or EE can extend the date to September 1,2020 
(2) For more information regarding approvals, please reference pages 42-46 of the definitive 

4 proxy statement filed with the SEC on August 2,2019 
El Paso Electric 
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> Today EE published its second annual 
Corporate Sustainability Report 

> 2018 energy efficiency achievements 
> 42,587 MWh energy savings 

> 24,000 tons avoided CO2 emissions 
> 20 million gallons water savings 

> Carbon reduction goals (on a rate per MWh of 
load served) 

> 25% below 2015 levels by 2025 
> 40% below 2015 levels by 2035 

> New Safety Watch Program established to 
improve safety culture 

> Reduced annual interest costs by approximately 
$3.7 million after remarketing certain Maricopa 
County, Arizona Pollution Control Bonds (PCBs) 

1, 5 
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> Expanded the Texas Community Solar Program 
(2 MW) 

> Recognition from ONCOR for our crews that 
assisted with power restoration efforts in Dallas 
Texas 

> Received the United Way Award for #1 in 
employee donations / largest contributor in the 
region 

> Received the 2019 Energy Star Certified Homes 
Market Leader Award 

1 i NERGY STAR' CER~IFIE[) HOMEU 
MA.ET UAOER AWARD 

Tk U 8 E.i,o..e.t.1 Prot.otl,I A,.a.y li 
.eggn'Z.S 

> Texas legislation passed in Q2 2019: ~ · EIPaso Electric Company 
*ulil•n,Ilng comm,--I -~¥·*Illei-t~,-

> Providing clarification for Advanced Metering 1 Ii~i,ii,i~ ihiou.1, Iho 1 NIHGV EyAM ,io,i,m IM 201~ " 

£--

Infrastructure 
> Allowing for the recovery of new generation 

through a rider 

6 
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> In Texas, currently in settlement discussions for Transmission & Distribution 
Cost Recovery Factors (TCRF & DCRF) 

> On May 29, 2019, EE issued a separate request for proposal for 141,000 MWh 
of renewable energy in order to comply with the New Mexico Renewable 
Portfolio Standard (RPS) and New Mexico's recently signed Energy Transition 
Act (ETA) 

> On July 10, 2019, the NMPRC approved a joint motion to change the date of 
EE's next general rate case to a date within 3 months of the NMPRC's final 
order regarding the proposed transaction 

> In Q3 2019, anticipate filing a fuel reconciliation proceeding in Texas to 
reconcile fuel and purchased power expenses incurred from April 1,2016 
through March 31, 2019 

> In Q3-Q4 2019, anticipate filing for Power Purchase Agreements and Certificate 
of Convenience and Necessity regulatory approvals for new generating 
resources(1) 

> In Q4 2019, anticipate filing a FERC general rate case 

Summary of anticipated timeline provided on page 16 of appendix LO#¥a 
El Paso Electric 
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2nd Quarter and YTD Financial R8*Tf# 
> GAAP - Q2 2019 net income of $26.1 million (or $0.64 per basic 

share), compared to 2Q 2018 net income of $33.3 million (or $0.82 
per basic share) 

> GAAP-2019 YTD net income of $32.2 million (or $0.79 per basic 
share), compared to 2018 YTD net income of $26.3 million (or 
$0.65 per basic share) 

> Non-GAAP - Q2 2019 adjusted net income of $21.9 million (or 
$0.54 per basic share), compared to Q2 2018 adjusted net income 
of $30.8 million (or $0.76 per basic share)(1 ) 

> Non-GAAP - 2019 YTD adjusted net income of $15.2 million (or 
$0.37 per basic share), compared to 2018 YTD adjusted net income 
of $25.9 million (or $0.64 per basic share)(1 ) 

(1) Adjusted net income and adjusted basic earnings per share are non-GAAP financial measures that 
reflect net income and basic earnings per share, respectively (the most comparable GAAP financial 
measures) adjusted to exclude the impact of changes in fair value of EE's equity securities and realized 
gains (losses) from the sale of both equity and fixed income securities held in EE's Palo Verde nuclear 
decommissioning trust funds (NDT). Refer to slide 15 for a reconciliation of adjusted net income and 

8 adjusted basic earnings per share (non-GAAP) to net income and basic earnings per share, 
respectively (the comparable GAAP financial measure). El Paso Electric 
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EPS Q2 Q2 2019 vs Q2 2018 

June 30,2018 (GAAP) ~ $ 

Changes in: 

~ Retail non-fuel base revenues 

Strategic transaction costs 

r 

0&M expenses at fossil-fuel 
generating plants 

June 30, 2019 (non-GAAP) * $ 

0.82 
$0.90 

$0.82 
$0.80 $0.76 

0.24) $0.70 $0.64 

0.11) $0.60 $0.54 

$0.50 0.08 
$0.40 

0.04 
, $0.30 0.05 

$0.20 
0.64 

$0.10 
0.10) 

' 

0.54 
- 2019 2018 

1.$( 
$( 

Investment & interest income, NDT $ 

Other $ 

June 30, 2019 (GAAP) * $ 

Non-GAAP Adjustments $ 

(non-
GAAP) 

Excluding the strategic transaction costs associated with the proposed transaction, Q2 2019 GAAP 
EPS was $0.75 and Q2 2019 non-GAAP EPS was $0.65. Neither EE nor the Parent will seek to 
recover transaction costs associated with the proposed transaction. 
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Historical Weather Analysis Attachment 1 
TIEC's 1st Q No. 1-6 

Page 10 of 16 

2nd Quarter CDDs vs 10-YR Average 

1,400 - 1,319 
1,169 1,178 1,138 1,095 1108 ~ 1,200 - 10-YRCDD 

- 921 - -92- .-~ -/58 Average - 1,085 1,000 -

800 -

600 -

400 -

200 - Ill lilli 0 
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 

IIIIQ2 CDDs - - ·10-YR Average 

10 

2nd Quarter 2019 CDDs 
· 27.4% Below 2nd Quarter 2018 
· 11.7% Below 10-YR Average 
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2nd Quarter Customers and Retdlfi#*1*s 
Average No. 

of Retail 
Customers 

Residential 379,397 
C&1 Small 42,546 
C&1 Large 48 
Public Authorities 6,294 
Total Retail 428,285 

Percent 
Change(1) 

1.6% 
0.2% 

12.8% 
1.6% 

MWH 

675,072 
621,484 
271,857 
403,498 

1,971,911 

Percent 
Change(1) 

(13.9%) 
(5.6%) 
(3.8%) 
(7.1%) 
(8.7%) 

Cooling Degree Days 958 (27.4)% 

(1) Percent change expressed as change in 2019 from 2018 
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€ t Q No. 1-6 Capital Requirements and Liqu idityhmentl 
Pa0 12 of 16 

Total Liquidity June 30,2019 
(in $ millions) 

c~dit dGality Zodfs(1) S&P(2) 
Revolving Credit . $ 189.1 

Rating ~ , Baal .I- BBB ~/ 
Flcility e®a_bility J,-,0~ Outlook 

Vll Rating Under "-- 1 Negative Review -Cash,~ ~=~2.9 

Liquidity $ 202.0 

».*,lu 

On May 22, 2019, EE completed the remarketing of the 7.25% 2009 
Series A and B Maricopa County, Arizona PCB's ($100.6 million). 
The annual interest rate was reset to 3.6%. 
On July 25, 2019, the Board approved a quarterly cash dividend of 
$0.385 per share of common stock payable on September 30, 2019 
to shareholders of record as of the close of business on September 
16, 2019(3) 
In light of the proposed transaction, EE will no longer provide 
guidance nor is it affirming past guidance 

1) On July 1,2019, Moody's placed EE on review for downgrade 
2) On June 5, 2019, S&P published its rating and outlook 
3) In accordance with the proposed transaction, until closing, shareholders will continue to be entitled to receive any 

quarterly cash dividends, including a "stub period" dividend with respect to the period between the last quarterly 
dividend paid by EE and the close of the proposed transaction. 12 
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TIEC's 1st Q No 1-6 Use of Non¤GAAP Financial Measg 
> As required by an accounting standard, changes in the fair value of equity securities 

are now recognized in EE's Statements of Operations. The adoption of this standard 
added the potential for significant volatility to the reported results of operations as 
changes in the fair value of equity securities may occur. 

> Accordingly, in addition to disclosing financial results that are determined in accordance 
with U.S. generally accepted accounting principles ("GAAP"), EE has provided adjusted 
net income and adjusted basic earnings per share, both of which are non-GAAP 
financial measures. Management believes that providing this additional information is 
useful to investors in understanding EE's core operating performance because each 
measure removes the effects of variances that are not indicative of fundamental 
changes in the earnings capacity of EE. Adjusted net income and adjusted basic 
earnings per share are calculated by excluding the impact of changes in fair value from 
EE's equity securities and realized gains (losses) from the sale of both equity and fixed 
income securities in the Company's Palo Verde nuclear decommissioning trust funds. 

> Adjusted net income and adjusted basic earnings per share are not measures of 
financial performance under GAAP and should not be considered as an alternative to 
net income and basic earnings per share, respectively. Furthermore, EE's presentation 
of any non-GAAP financial measure may not be comparable to similarly titled measures 
used by other companies. Please refer to slide 15 of this presentation for a 
reconciliation of adjusted net income and adjusted basic earnings per share to the most 
directly comparable financial measures, net income and basic earnings per share, 
respectively, prepared in accordance with GAAP. 
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Reconciliation of Net Income (GAAP) antlHB,#IRtl:f.¥ 6 
(GAAP) to Adjusted Net Income (Non-GAAP) a¢wchment l '* 15 of 16 
Adjusted Basic EPS (Non-GAAP) 

Use of Non-GAAP Financial Measures 
As required by ASU 2016-01, Financial Instruments - Recognition and Measurement of Financial Assets and Financial 
Liabilities, changes in the fair value of equity securities are recognized in the Company's Statements of Operations. This 
standard added the potential for significant volatility to the Company's reported results of operations as changes in the fair 
value of equity securities may occur. Furthermore, the equity investments included in the NDT are significant and are 
expected to increase significantly during the remaining life (estimated to be 26 to 29 years) of the Palo Verde Generating 
Station. Accordingly, the Company has provided the following non-GAAP financial measures to exclude the impact of 
changes in fair value of equity securities and realized gains (losses) from the sale of both equity and fixed income 
securities. Reconciliations of both non-GAAP financial measures to the most directly comparable financial information 
presented in accordance with GAAP are presented in the table below. Non-GAAP adjusted net income is reconciled to 
GAAP net income, and non-GAAP adjusted basic earnings per share is reconciled to GAAP basic earnings per share. 

Three Months Ended Six Months Ended 
June 30, June 30, 

2019 (a) 2018 2019 (a) 2018 
(In thousands except for per share data) (In thousands except for per share data) 

Net Income (GAAP) $ 26,126 $ 33,295 $ 32,215 $ 26,329 
Adjusting items before income tax effects 

Unrealized (gains)losses, net (5,209) (983) (21,899) 2,798 
Realized (gains) losses, net (17) (2,119) 684 (3,391) 

Total adjustments before income tax effects (5,226) (3,102) (21,215) (593) 
Income taxes on abo/e adjustments 1,045 621 4,243 119 

Adjusting items, net of income taxes (4,181) (2,481) (16,972) (474) 
Adjusted net income (non-GAAP) $ 21,945 $ 30,814 $ 15,243 $ 25,855 

Basic earnings per share (GAAP) $ 0.64 $ 0.82 $ 0.79 $ 0.65 
Adjusted basic EPS (non-GAAP) $ 0.54 $ 0.76 $ 0.37 $ 0.64 

As of June 30, 2019, the EE nuclear decommissioning trust portfolio was 
comprised of 52% equity securities and had a market value of $308 million. 

(a) Net income (GAAP) and adjusted net income (non-GAAP) include a pre-tax charge of $5.7 
million or $0.11 per share, after tax, of strategic transaction costs. 
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TIEC's 1st Q No. 1-6 

Anticipated Timeline for New Generating R¢,Au rees 

Announced RFP 
results 

t 

(1) 
Seek Regulatory 

Approvals 
Additiona1276 MWof 

peak generating 
capacity 

Q2 Q4 Ql Q2 Q3 Q4 
2017 2018 2019 2019 2019 2019 2020 2021 

Q2 Q3 Q2 Q3 
2022 2022 2023 2023 

-
Issued All-Source Contract negotiations (2) Additional 100 MW 

RFP & execution of peak generating 
capacity 

(1) 

(2) 

The winning bids include the expected Power Purchase Agreements ("PPAs') of 200 MW of utility 
scale solar resources, 100 MW of battery storage, and the construction of a 226 MW natural gas 
combustion turbine generating unit at the Company's Newman Power Station for an expected cost of 
approximately $143 million 
Selected proposals are subject to the execution of contracts following negotiations with the winning 
bidders, obtaining the applicable environmental and construction related permits, and obtaining the 
necessary approvals from the PUCT and the NMPRC ft~ 
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Safe Harbor Statement SOAH Docket No. 473-21-2606 
This presentation includes statementsthat are forward-looking statements made pursuantto the safe harbor provisions of section I*GE?hl4JRNI~skA of 1933, as 
amended, and Section 21E of the Securities Exchange Act of 1934, as amended, including statements regardingthe proposedacquisition d~*f¥k8(MM@iccompany ("EE"or 
the "Company") by an affiliate of the Infrastructure Investments Fund (the "Merger"), regulatory approvals, the expected timetable for compldi?~NP~@Ijidl**ed Merger and for 
obtainingsuch regulatory approvals; statements regardingthe impactof the federal Iegislationcommonly referredto asthe Tax Cuts and Jobs Act of 2017(the "TCJA") 
statements regarding current regulatory filings and anticipated regulatory filings; statements regarding expected capital expenditures; statements regarding expected dividends 
andstatements regardingthe adequacyof our Iiquidityto meetcash requirements. This information may involve risksand uncertaintiesthatcouldcauseactual resultsto differ 
materially from such forward-looking statements. These risksand uncertainties include, but are not limitedto: the timing to consummatethe proposed Merger; satisfaction of the 
conditions to closing of the proposed Merger may not be satisfied; the riskthata regulatory approval that may be required forthe proposed Merger is not obtained or is obtained 
subjectto conditionsthatare not anticipated; and the diversion of management'stime on Merger-related issues. Additional information concerning factorsthatcould cause actual 
results to differmaterially from those expressed in forward-Iookingstatements is contained in EE's most recently filed periodic reportsand in other filings made by EE withthe 
U.S. Securities and Exchange Commission (the "SEC"), and include, but is not limited to: 
> Theimpactofthe TCJA and other U.S. tax reform legislation 
> Increased prices for fuel and purchased powerandthe possibilitythatregulatorsmay notpermit EE to passthrough all such increasedcoststo customersorto recover 

previously incurred fuel costs in rates 
> Fulland timely recovery of capital investments and operatingcoststhrough rates in Texasand New Mexico, and atthe Federal Energy Regulatory Commission 
> Uncertainties and instability in the generaleconomyandthe resulting impact on EE's sales and profitability 
> Changes in customersr demand forelectricityas a resultof energyefficiency initiativesand emerging competing services and technologies, including distributed generation 
> Unanticipated increased costs associated with scheduled and unscheduled outages of generating plant 
> Unanticipated maintenance, repair, or replacementcosts for generation, transmission, or distribution facilities andthe recovery of proceeds from insurance policies 

providing coverage forsuch costs 
> The size of ourconstruction program, the receiptof necessary permitsand approvalsand ourabilityto complete construction on budgetand ontime 
> Potential delays in ourconstructionand resource contracting scheduledueto legal challengesor otherreasons 
> Costs at Palo Verde 
> Decisions and actions of EE's regulatorsandthe resulting impacton EE's cost of capital, sales, and profitability 
> Deregulation and competition in the electric utility industry 
> Possible increased costs of compliance with environmental or other laws, regulations and policies 
> Possible incometax and interestpaymentsas a resultof auditadjustments proposed bythe Internal Revenue Serviceorstate taxing authorities 
> Uncertainties and instability in the financial marketsandthe resulting impacton EE's abilityto accessthe capitaland creditmarkets 
> Actions by credit rating agencies 
> Possible physical or cyber-attacks, intrusions or other catastrophic events 
> A U.S. Governmentshutdown and the resulting impacton EE's sales and profitability 
> Other factorsof which EE is currently unawareor deem immaterial 
EE's filings are available from the SEC or may be obtained through EE's website, http://Www.epelectric.com. Any such forward-looking statement is qualified by referenceto 
these risksand factors. EE cautionsthatthese risksand factorsare notexclusive. Managementcautionsagainstputting undue relianceon forward-Iookingstatementsor 

fMeeti!,qa ny future results based on such statements or present or prior earnings levels. Forward-looking statements speak only as of the date of this presentation, and EE 
dtfEE ~te any forward-looking statement contained herein. ; rl~~?f~rtake to upde 
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TIEC's 1st Q No. 1-6 IIF Acquisition Update Attachment 2 
Page 3 of 15 

> On September 19,2019, EE received shareholder approval for the Merger 
> Of the shares voted, 99.61% voted to approve and adopt the Merger 

> Required regulatory filings(1)(2) 

Regulatory Filing 

Federal Energy Regulatory Commission ("FERC")(3) ~ 

U.S. Nuclear Regulatory Commission CNRC7) 

Federal Communications Commission ('FCC) ~ 

Public Utility Commission of Texas (·pucr)(4)(5) 

New Mexico Public Regulation Commission CNMPRCDM 

City of El Paso Franchise Agreement 

Federal Trade Commission (Hart-Scott-Rodino Act) 

=-I 

Proceeding Number 

EC19-120-000 

NRC-2019-0214 

File Number 000873743( 

Docket No. 49849 

Case No. 19-00234-UT 

Matter No. 19-1008-126 

Transaction Number ~| 

Date Filed 

~~August 13,2019 A 

August 13,2019 

) ~| August 13,2019 ~ 

August 13,2019 

~August 13, 2019 ~ 

September 20, 2019 

~~August 16 2019 ~ 

Date Approved 

TBD ~~ 

TBD 

TBD ~ 

TBD 

TBD ~ 

TBD 

September 3, 2019 

AI".l //. 

20191858 i.k A.A 

(1) If the Merger is not consummated by June 1, 2020 because the required approvals have not 
been obtained, Sun Jupiter Holdings, LLC or EE can extend the date to September 1, 2020 

(2) For more information regarding approvals, please reference pages 42-46 of the definitive proxy 
statement filed by EE with the SEC on August 2,2019 

(3) A FERC ruling is required within 180 days of filing, which is February 10, 2020, but the deadline 
may be extended 180 days 

(4) Hearing has been scheduled for November 20-22, 2019 
(5) A PUCT ruling is required within 180 days of filing, which is February 10, 2020, but the deadline 

may be extended 60 days for cause 
3 (6) Hearing has been scheduled for December 3-6, 2019 
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Recent Highlights Attachment 2 
TIEC's 1st Q No. 1-6 

Page 4 of 15 

> On October 1, 2019, EE issued a request for proposals ("RFP") for an 
Advanced Metering Infrastructure system, which will improve customer 
service and reliability, provide better customer programs and services, and 
spur greater sustainability and regional economic development 

> Bidder selection is tentatively scheduled forApril 1,2020 
> Evaluating proposals submitted in an RFP for 141,000 MWh of renewable 

energy to comply with the New Mexico Renewable Portfolio Standard and 
New Mexico's Energy Transition Act 

> Notice of contract award is tentatively scheduled for October 30,2019 

> On October 15, 2019, finalized a new four year collective bargaining 
agreement with IBEW Local 960 

k Newman Power Plant was awarded 2019 Innovation Project of the Year by 
Ovation Users' Group for control system upgrades 

> Received the 2019 Corporation of the Year Award from the Southwest 
Minority Supplier Development Council 
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Recent Highlights (cont.) Attachment 2 
TIEC's 1st Q No. 1-6 

Page 5 of 15 
> On August 26,2019, EE customers set a new peak demand of 1,985 MW, which 

was 2.6% higherthan the peak established in June 2017 (1) 
2,000 -

1,800 

1,600 

1,400 

1,200 - - UQ[Il :- .- t ' : r 
800 -' 

Pe
ak

 M
W

's
 

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 

> During the 3rd Quarter 2019, EE customers established a new record forthe most 
MWH retail sales in any quarter 

2,800,000 

2,600,000 

2,400,000 

2,200,000 

2,000,000 

1,800,000 

Lt
,I

 I 

~~@®lilli 
1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 

5 (1) Two separate new peaks were set in 2019. The first peak of 1,952 MW established on August 7, 
2019 surpassed the previous record set in June 2017. El Paso Electric 
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Regulatory Update Attachment 2 
TIEC's 1st Q No. 1-6 

Page 6 of 15 

> On September 12, 2019, filed an unopposed settlement agreement and 
proposed order for the Transmission Cost Recovery Factor ("TCRF"), which is 
pending approval by the PUCT(1) 

> On September 13, 2019, filed for a reduction to the Texas fixed fuel factor of 
12.21%, which became effective with the first billing cycle of October 2019 

> On September 27,2019, the Distribution Cost Recovery Factor was approved 
by the PUCT and rates became effective in billings beginning October 1,2019 

> On September 27, 2019, filed a fuel reconciliation application in Texas to 
reconcile fuel and purchased power expenses incurred from April 1,2016 
through March 31, 2019 

> In Q4 2019, anticipate filing for Power Purchase Agreements ("PPAs") and 
Certificate of Convenience and Necessity regulatory approvals for new 
generating resources(2) 

> In Q4 2019 or early 2020, anticipate filing a Federal Energy Regulatory 
Commission general rate case 

On February 20, 2019, EE's TCRF rate was approved on an interim basis effective July 
30, 2019, and is subject to any refund or surcharge following final PUCT approval 
Summary of anticipated timeline provided on page 15 of appendix El Paso Electric 
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3rd Quarter and YTD Financial R6*WIW Page 7 ofl5 

> GAAP - Q3 2019 net income of $77.9 million (or $1.91 per basic 
share), compared to Q3 2018 net income of $73.3 million (or $1.80 
per basic share) 

> GAAP-2019 YTD net income of $110.1 million (or $2.70 per basic 
share), compared to 2018 YTD net income of $99.6 million (or 
$2.45 per basic share) 

> Non-GAAP - Q3 2019 adjusted net income of $74.5 million (or 
$1.83 per basic share), compared to Q3 2018 adjusted net income 
of $66.0 million (or $1.62 per basic share)(1 ) 

> Non-GAAP - 2019 YTD adjusted net income of $89.8 million (or 
$2.20 per basic share), compared to 2018 YTD adjusted net income 
of $91.9 million (or $2.26 per basic share)(1 ) 

(1) Adjusted net income and adjusted basic earnings per share are non-GAAP financial measures that 
reflect net income and basic earnings per share, respectively (the most comparable GAAP financial 
measures) adjusted to exclude the impact of changes in fair value of EE's equity securities and realized 
gains (losses) from the sale of both equity and fixed income securities held in EE's Palo Verde nuclear 
decommissioning trust funds CNDT"). Refer to slide 14 for a reconciliation of adjusted net income and 

7 adjusted basic earnings per share (non-GAAP) to net income and basic earnings per share, 
respectively (the most comparable GAAP financial measures). El Paso Electric 
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3r~ Quarter 2019 Key Earnings D,iv*~ -: 
Page 8 of 15 

EPS Q3 Q3 2019 vs Q3 2018 

September 30, 2018 (GAAP) .$ 

Changes in: 

r 

Retail non-fuel base revenules~~~ $ 
0&M expenses at fossil-fuel $ generating plants 

Investment & interest income, NDT ~ $ 

Strategic transaction costs $ 

Other $ 

September 30, 2019 (GAAP) * $ 

Non-GAAP Adjustments $ 

September 30, 2019 (non-GAAP) * $ 

1.80 
$1.95 

$1.91 
$1.90 

$1.85 $1.83 
0.27 ~ $1.80 

$1.80 
0.03 

$1.75 
0.10) $1.70 

0.08) $1.65 $1.62 

0.01) $1.60 

1.91 $1.55 

$1.50 0.08) 
$1.45 k 

1.83 2019 2018 
Lulu LW IO (non- (non-(GAAP) (GAAP) GAAP) GAAP) 

Excluding the strategic transaction costs associated with the proposed Merger, Q3 2019 GAAP EPS ~ 
was $1.99 and Q3 2019 non-GAAP EPS was $1.91. Neither EE nor Sun Jupiter Holdings, LLC will 
seek to recover transaction costs associated with the proposed Merger. 
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Historical Weather Analysis Attachment 2 
TIEC's 1st Q No. 1-6 

Page 9 of 15 

3rd Quarter CDDs vs 10-YR Average 

2,000 - 1,880 1,787 1,800 - 1.603 I 
1,732 1,702 I 

1~97-------~-1.526-1.522- ~ ~ 10-YRCDD 1,600 - 1 444 1,415 Average-1,619 
1,400 -
1,200 -
1,000 -

800 -
600 -
400 -
200 - 11"1 0 

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 

IIIIQ2 CDDs - - ·10-YR Average 

1, 9 yd Quarter 2019 CDDs 
· 10.5% Above 3rd Quarter 2018 
· 16.1%Above 10-YRAverage 
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's 106Q No. 1-6 3rd Quarter Customers and Reta'il **tgs 

Average No. 
of Retail 

Customers 
Residential 381,283 
C&1 Small 42,856 
C&1 Large 48 
Public Authorities 6,248 
Total Retail 430,435 

Percent 
Change(1) 

1.6% 
0.8% 

8.3% 
1.6% 

MWH 

1,166,364 
742,939 
249,257 
463,091 

2,621,651 

Percent 
Change(1) 

10.1% 
1.9% 

(4.9%) 
3.5% 
5.0% 

Cooling Degree Days 1,880 10.5% 

(1) Percent change expressed as change in third quarter 2019 from third quarter 2018 
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€ t Q No. 1-6 Capital Requirements and Liqu idityhment 2 
Pa0 11 of 15 

Total Liquidity Sept 30,2019 
(in $ millions) 

c~dit dGality Zodfs(1) S&P(2) 
Revolving Credit . $ 250.0 

Rating --~ ~-- Baa2 -~ ~ BBB 1 
Facility Availability ~ 

! Outlookv.4/-Stable-lr-NegatiJ-1 
Cash - $156 

. 
Liquidity $ 265.6 

> On October 17, 2019, the Board approved a quarterly cash dividend 
of $0.385 per share of common stock payable on December 27, 
2019 to shareholders of record as of the close of business on 
December 13, 2019(3) 

> In light of the proposed Merger, EE will no longer provide guidance 
nor is it affirming past guidance 

(1) 

(2) 
(3) 

11 

On September 17, 2019, Moody's downgraded EE from Baal to Baa2 and changed its outlook to Stable from 
Rating Under Review 
On June 5, 2019, S&P affirmed EE's BBB credit rating and revised its outlook to Negative from Stable 
In accordance with the proposed Merger, until closing, shareholders will continue to be entitled to receive any 
quarterly cash dividends, including a "stub period" dividend with respect to the period between the last quarterly 
dividend paid by EE and the close of the proposed Merger. El Paso Electric 
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PUC Docket No. 52195 
SOAH Docket No. 473-21-2606 

TIEC's 1st Q No 1-6 Use of Non¤GAAP Financial Measg-E 
> As required by an accounting standard, changes in the fair value of equity securities 

are now recognized in EE's Statements of Operations. The adoption of this standard 
added the potential for significant volatility to the reported results of operations as 
changes in the fair value of equity securities may occur. 

> Accordingly, in addition to disclosing financial results that are determined in accordance 
with U.S. generally accepted accounting principles ("GAAP"), EE has provided adjusted 
net income and adjusted basic earnings per share, both of which are non-GAAP 
financial measures. Management believes that providing this additional information is 
useful to investors in understanding EE's core operating performance because each 
measure removes the effects of variances that are not indicative of fundamental 
changes in the earnings capacity of EE. Adjusted net income and adjusted basic 
earnings per share are calculated by excluding the impact of changes in fair value from 
EE's equity securities and realized gains (losses) from the sale of both equity and fixed 
income securities in the Company's Palo Verde nuclear decommissioning trust funds. 

> Adjusted net income and adjusted basic earnings per share are not measures of 
financial performance under GAAP and should not be considered as an alternative to 
net income and basic earnings per share, respectively. Furthermore, EE's presentation 
of any non-GAAP financial measure may not be comparable to similarly titled measures 
used by other companies. Please refer to slide 14 of this presentation for a 
reconciliation of adjusted net income and adjusted basic earnings per share to the most 
directly comparable financial measures, net income and basic earnings per share, 
respectively, prepared in accordance with GAAP. 

F 
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Reconciliation of Net Income (GAAP) antlHB,#IRtl:f.¥ 6 
(GAAP) to Adjusted Net Income (Non-GAAP) a¢wchment 2 '* 14 of 15 
Adjusted Basic EPS (Non-GAAP) 

Use of Non-GAAP Financial Measures 
As required by ASU 2016-01, Financial Instruments - Recognition and Measurement of Financial Assets and Financial 
Liabilities, changes in the fair value of equity securities are recognized in the Company's Statements of Operations. This 
standard added the potential for significant volatility to the Company's reported results of operations as changes in the fair 
value of equity securities may occur. Furthermore, the equity investments included in the NDT are significant and are 
expected to increase significantly during the remaining life (estimated to be 26 to 29 years) of the Palo Verde Generating 
Station. Accordingly, the Company has provided the following non-GAAP financial measures to exclude the impact of 
changes in fair value of equity securities and realized gains (losses) from the sale of both equity and fixed income 
securities. Reconciliations of both non-GAAP financial measures to the most directly comparable financial measures 
prepared in accordance with GAAP are presented in the table below. Non-GAAP adjusted net income is reconciled to 
GAAP net income, and non-GAAP adjusted basic earnings per share is reconciled to GAAP basic earnings per share. 

Three Months Ended Nine Months Ended 
September 30, September 30, 

2019 (a) 2018 
(In thousands except for per share data) 

2019 (b) 2018 
(In thousands except for per share data) 

Net Income (GAAP) $ 77,880 $ 73,271 $ 110,095 $ 99,600 
Adjusting items before income tax effects 

Unrealized gains, net (874) (6,528) (22,773) (3,730) 
Realized gains, net (3,338) (2,562) (2,654) (5,953) 

Total adjustments before income tax effects (4,212) (9,090) (25,427) (9,683) 
Income taxes on abo/e adjustments 842 1,818 5,085 1,937 

Adjusting items, net of income taxes (3,370) (7,272) (20,342) (7,746) 
Adjusted net income (non-GAAP) $ 74,510 $ 65,999 $ 89,753 $ 91,854 

Basic earnings pershare(GAAP) $ 1.91 $ 1.80 $ 2.70 $ 2.45 
Adjusted basic EPS (non-GAAP) $ 1.83 $ 1.62 $ 2.20 $ 2.26 

As of September 30, 2019, the EE nuclear decommissioning trust portfolio had a 
market value of $312 million. 

(a) Net income (GAAP) and adjusted net income (non-GAAP) include a pre-tax charge of $3.8 
million or $0.08 per share, after tax, of strategic transaction costs. 

(b) Net income (GAAP) and adjusted net income (non-GAAP) include a pre-tax charge of $9.5 
million or $0.19 per share, after tax, of strategic transaction costs. 

El Paso Electric 
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TIEC's 1st Q No. 1-6 

Anticipated Timeline for New Generating Eb<Mgu rees 

Announced RFP 
results 

t 

In November 2019, EE will 
(1) submit requests for Additiona1278 MWof regulatory approvals in peak generating Texas and New Mexico capacity 

t + 
Q2 Q4 Ql Q2 Q3 Q4 

2017 2018 2019 2019 2019 2019 2020 2021 
Q2 Q3 Q2 Q3 

2022 2022 2023 2023 

1 , -
Issued All-Source 

RFP 
Contract negotiations 

& execution 
Additional 100 MW 
of peak generating 

capacity 

(1) 

15 
k 

The winning bids include: (a) the construction of a 228 MW natural gas combustion turbine generating 
unit at the Company's Newman Power Station for an expected cost of approximately $143 million, (b) 
the expected PPAs of 200 MW of utility scale solar resources, and (c) the potential PPA of 100 MW of 
battery storage 
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PUC Docket No. 52195 

Safe Harbor Statement SOAH Docket No. 473-21-2606 
This presentation includes statements that are forward-looking statements made pursuant to the safe harbor provisions of Section ~~~%14JRA'[%skA of 1933, as 
amended, and Section 21E of the Securities Exchange Act of 1934, as amended, including statements regarding the pending acquisition of*ttM@kfTMM#t~(i Company ("EE" or 
the "Company'·) by an affiliate of the Infrastructure Investments Fund (the "Merger"), regulatory approvals, the expected timetable for compldi?CJEP~@Ij@hdiflg Merger and for 
obtaining such regulatory approvals; statements regarding current regulatory filings and anticipated regulatory filings; statements regarding expected capital expenditures; 
statements regarding expected dividends; and statements regarding the adequacy of our liquidity to meet cash requirements. This information may involve risks and 
uncertaintiesthatcould cause actual resultsto differ materially from such forward-Iookingstatements. These risksand uncertainties include, but are not limited to: the timingto 
consummate the pending Merger; satisfaction of the conditions to closing of the pending Merger may not be satisfied; the risk that a regulatory approval that may be required for 
the pending Merger is not obtained or is obtained subjectto conditions that are not anticipated; and the diversion of managemenf s time on Merger-related issues. Additional 
information concerning factors that could cause actual results to differ materially from those expressed in forward-looking statements is contained in EE's most recently filed 
periodic reports and in other filings made by EE with the U.S. Securities and Exchange Commission (the "SEC"), and include, but is not limited to: 
> The impactof changesto U.S. tax laws 
> Increased prices for fuel and purchased powerand the possibilitythat regulators may not permit EEto passthrough all such increased coststo customers orb recover 

previously incurred fuel costs in rates 
> Full and timely recovery of capital investments and operating costs through rates in Texas and New Mexico, and at the Federal Energy Regulatory Commission 
> Uncertainties and instability in the general economy and the resulting impact on EE's sales and profitability 
> Changes in customers' demand for electricity as a result of energy efficiency initiatives and emerging competing services and technologies, including distributed generation 
> Unanticipated increased costs associated with scheduled and unscheduled outages of generating plant 
> Unanticipated maintenance, repair, or replacement costs for generation, transmission, or distribution facilities and the recovery of proceeds from insurance policies 

providing coverage for such costs 
> The size of our construction program, the receipt of necessary permits and approvals and our ability to complete construction on budget and on time 
> Potential delays in our construction and resource contracting schedule due to legal challenges or other reasons 
> Costs at Palo Verde 
> Decisions and actions of EE's regulators and the resulting impact on EEs cost of capital, sales, and profitability 
> Deregulation and competition in the electric utility industry 
> Possible increased costs of compliance with environmental or other laws, regulations and policies 
> Possible income tax and interest payments as a result of audit adjustments proposed by the Internal Revenue Service or state taxing authorities 
> Uncertainties and instability in the financial markets and the resulting impact on EEs ability to access the capital and credit markets 
> Actions by credit rating agencies 
> Possible physical or cyber-attacks, intrusions or other catastrophic events 
> A U.S. Governmentshutdown and the resulting impact on EE's sales and profitability 
> Other factors of which EE is currently unaware or deem immaterial 
EE's filings are available from the SEC or may be obtained through EE's website, http:/Mww.epelectric.com. Any such forward-looking statement is qualified by reference to 
these risks and factors. EE cautions thatthese risks and factors are not exclusive. Management cautions against putting undue reliance on forward-looking statements or 
projecting any future results based on such statements or present or prior earnings levels. Forward-looking statements speak only as of the date of this presentation, and EE 
€Iees-netundertake to update any forward-looking statement contained herein. 
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TIEC's 1st Q No. 1-6 IIF Acquisition Update Attachment 3 
Page 3 of 14 

> On September 19, 2019, EE received shareholder approval for the 
pending Merger 

> Of the shares voted, 99.61% voted to approve and adopt the pending Merger 
> Required regulatory filings(1)(2)(3) 

Regulatory Filing 

Federal Energy Regulatory Commission CFERC ") -A 
U.S. Nuclear Regulatory Commission CNRC7) 

Federal Communications Commission ("FCC") ~ 

Public Utility Commission of Texas ("PUCTD (4) 

New Mexico Public Regulation Commission ("NMPRC')*L 

City of El Paso Franchise Agreement(6) 

Federal Trade Commission (Hart-Scott-Rodino Act) -~~ 

Proceeding Number Date Filed 

Docket No. EC19-120-000 „ August 13,2019 , 

Docket ID NRC-2019-0214 August 13,2019 

File No. 0008737430 ~) August 13,2019 ~ 

Docket No. 49849 August 13,2019 

Case No. 19-00234-UT ~~ August 13,2019 ~ 

Matter No. 19-1008-126 September 20, 2019 

Transaction No. 20191858~~August 16,2019 ~ 

Date Approved 

TBD ~ 

TBD 

December 4,2019 ~ 

January 16, 2020 

TBD 

February 4,2020 

September 3, 2019~ 

(1) 

(2) 

(3) 
(4) 
(5) 

(6) 
3 

If the Merger is not consummated by June 1, 2020 because the required approvals have not been 
obtained, Sun Jupiter Holdings, LLC or EE can extend the date to September 1, 2020. 
For more information regarding approvals, please reference pages 42-46 of the definitive proxy 
statement filed by EE with the SEC on August 2, 2019. 
EE anticipates receiving all regulatory approvals and closing the pending Merger in the first half of 2020. 
The PUCT issued its final order on January 28,2020. 
On February 12, 2020, the NMPRC Hearing Examiner issued an Amended Certification of Stipulation 
and recommended that the NMPRC approve the unopposed stipulation subject to a few modifications. 
On February 4,2020, the City of El Paso passed an ordinance, Ordinance No. 019022, approving the 
Franchise Agreement Assignment Application and granting the City of El Paso's consent to the pending 
Merger. El Paso Electric 
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Recent Highlights (cont.) Attachment 3 
TIEC's 1st Q No. 1-6 

Page 4 of 14 
> On August 26,2019, EE customers set a new peak demand of 1,985 MW, which 

was 2.6% higherthan the peak established in June 2017 (1) 
2,000 -

1,800 

1,600 

" 
1,400 

' : " " 
" 

" 

1,200 

1,000 Ill 
800 -' 

Pe
ak

 M
W

s 

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 

k MWH retail sales have grown by approximately 35% since 1999 and EE customers 
have set a new record for MWH sales in 18 out of 20 years 

8,000 
--

7,000 1 

- -

: " " " 

6,000 - -@ -
" " 

W 
h 

£j )99 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 

4 (1) Two separate new peaks were set in 2019. The first peak of 1,952 MW established on August 7, 

Ll\A 2019 surpassed the previous record set in June 2017. El Paso Electric 

~I•I•P 

I9
II
 

SO
AH

 D
ocket No. 473-21-2606 
PUC D

ocket No. 52195 
TIEC

's lst, Q. No. TIEC
 1-6 

Attachm
ent 3 

Page 4 of 14 



PUC Docket No. 52195 
FOAH DocketNo. 47121-2606 

4th Quarter and Fiscal Year ("FY") Finanmalstle¥ults 
Attachme 
Page 5 of 14 

> GAAP - Q4 2019 net income of $12.9 million (or $0.32 per basic 
share), compared to Q4 2018 net loss of $15.3 million (or $0.38 per 
basic share) (1) 

> GAAP - FY 2019 net income of $123.0 million (or $3.02 per basic 
share), compared to FY 2018 net income of $84.3 million (or $2.07 
per basic share) (2) 

> Non-GAAP - Q4 2019 adjusted net income of $2.5 million (or $0.06 
per basic share), compared to Q4 2018 adjusted net income of $2.8 
million (or $0.07 per basic share)(1) (3) 

> Non-GAAP - FY 2019 adjusted net income of $92.2 million (or 
$2.26 per basic share), compared to FY 2018 adjusted net income 
of $94.7 million (or $2.33 per basic share) (2) (3) 

(1) 

(2) 

(3) 

Net income (GAAP) and Adjusted net income (non-GAAP) for Q4 2019 include a pre-tax charge of $2.6 million 
or $0.06 per share, after-tax, of strategic transaction costs 

Net income (GAAP) and Adjusted net income (non-GAAP) for FY 2019 include a pre-tax charge of $12.1 million 
or $0.25 per share, after-tax, of strategic transaction costs 

Adjusted net income and adjusted basic earnings per share are non-GAAP financial measures that reflect net 
income and basic earnings per share, respectively (the most comparable GAAP financial measures) adjusted to 
exclude the impact of changes in fair value of EE's equity securities and realized gains (losses) from the sale of 
both equity and fixed income securities held in EE's Palo Verde nuclear decommissioning trust funds ("NDT"). 
Refer to slide 12 for a reconciliation of adjusted net income and adjusted basic earnings per share (non-GAAP) 
to net income and basic earnings per share, respectively (the most comparable GAAP financial measures). Ei Paso Electric 
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4th Quarter 2019 Key Earnings Dmm·*u 
Page 6 of 14 

EPS Q4 Q4 2019 vs Q4 2018 

December 31, 2018 (GAAP) ~ ~(0.38) 

Changes in: 
1/ -

~ In\estment & interest income, NDT J ~$ 0·70 

Retail non-fuel base revenues % 014 

$0.40 $0.32 
$0.30 

$0.20 
$0.06 $0.07 

$0.10 

$ (0.06) ~ Strategic transaction costs .r 4P- ' 
0&M expenses at fossil-fuel 
generating plants 

Depreciation and amortization 1 
$(0.38] 

$ (0.04) $(0.10) 1[$ (0.03) $(0.20) 
$ (0.01) $(0.30) 
$ 0.32 $(0.40) 
$ (0.26) $(0.50) 
$ 0.06 

Other 

December 31, 2019 (GAAP) * 

Non-GAAP Adjustments 

2019 December 31, 2019 (non-GAAP) * 2019 2018 (non-(GAAP) (GAAP) GAAP) 

Excluding the strategic transaction costs associated with the pending Merger, Q4 2019 GAAP EPS 
was $0.38 and Q4 2019 non-GAAP EPS was $0.12. Neither EE nor Sun Jupiter Holdings LLC will 
seek to recover strategic transaction costs associated with the pending Merger from ratepayers. 

2018 
(non-

GAAP) 

Lompwtq 
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Historical Weather Analysis Attachment 3 
TIEC's 1st Q No. 1-6 

Page 7 of 14 

Calendar Year HDDs & CDDs 
3,400 - 3,174 

3 141 
2,876 2,839 2,811 2,917 3,007 

2,900 - 2,738 2,695 2671 

2,402 
2,400 - 2,273 I 2,426 

2209 1,900 

1,900 -
1,522 

1,400 -

900 -

400 

10-YR CDD 
Average - 2,887 

10-YR HDD 
Average - 2,055 

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 
~HDD ~CDD ---10-YR CDDAvg ---10-YRHDDAvg 

Calendar Year 2019 CDDs Calendar Year 2019 HDDs 

8 
, 4.2% Above 10-YR Average 
, 5.3% Below 2018 

, 3.7% Above 10-YR Average 
, 10.0% Above 2018 

Lompwtq 
El Paso Electric 
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4th Quarter 2019 Customers and R6*SR**les 
Page 8 of 14 

Average No. 
of Retail 

Customers 
Residential 382,547 
C&1 Small 43,114 
C&1 Large 48 
Public Authorities 6,463 
Total Retai I 432,172 

Percent 
Change(1) 

1.6% 
2.1% 

7.1% 
1.8% 

MWH 

582,992 
545,833 
254,992 
369,822 

1,753,639 

Percent 
Change(1) 

(0.6%) 
0.1% 

(1.2%) 
4.7% 
0.6% 

Heating Degree Days 944 (1.8%) 

(1) Percent change expressed as change in fourth quarter 2019 from fourth quarter 2018 

Ei Paso Electric 
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• * Jst Q No. 1-6 Capital Requirements and Liqu'Tdlw hment 3 
P®e 9 of 14 

Total Liquidity Dec 31, 2019 (in 
$ millions) 

-
Credit Quality Moody's (1) SZB(2) 

Revolving Credit Baa2 ~~- BBB -/ Rating :~_0~~ 
$ 236.0 -Fa-ci' A--ilbility .'*~ Outlook-~ Stablev~1 Negati ve~ 

Cash -$ 10.8 

Liquidity $ 246.8 

> On December 27, 2019, EE paid a quarterly cash dividend of $0.385 
per share, or $15.7 million, to shareholders of record as of the close 
of business on December 13, 2019(3) 

> In light of the pending Merger, EE no longer provides guidance 

(1) 

(2) 
(3) 

9 

On September 17, 2019, Moody's downgraded EE from Baal to Baa2 and changed its outlook to Stable from 
Rating Under Review 
On June 5, 2019, S&P affirmed EE's BBB credit rating and revised its outlook to Negative from Stable 
Pursuant to the Merger Agreement, until closing, shareholders will continue to be entitled to receive any quarterly 
cash dividends declared by the Company, including a "stub period" dividend with respect to the period between the ~ 
record date of the last quarterly regular dividend paid by EE and the closing date of the pending Merger. 

El Paso Electric 
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PUC Docket No. 52195 
SOAH Docket No. 473-21-2606 

TIEC's 1st Q No 1-6 Use of Non¤GAAP Financial Measg-
> As required by an accounting standard, changes in the fair value of equity securities 

are now recognized in EE's Statements of Operations. The adoption of this standard 
added the potential for significant volatility to the reported results of operations as 
changes in the fair value of equity securities may occur. 

> Accordingly, in addition to disclosing financial results that are determined in accordance 
with U.S. generally accepted accounting principles ("GAAP"), EE has provided adjusted 
net income and adjusted basic earnings per share, both of which are non-GAAP 
financial measures. Management believes that providing this additional information is 
useful to investors in understanding EE's core operating performance because each 
measure removes the effects of variances that are not indicative of fundamental 
changes in the earnings capacity of EE. Adjusted net income and adjusted basic 
earnings per share are calculated by excluding the impact of changes in fair value from 
EE's equity securities and realized gains (losses) from the sale of both equity and fixed 
income securities in the Company's Palo Verde nuclear decommissioning trust funds. 

> Adjusted net income and adjusted basic earnings per share are not measures of 
financial performance under GAAP and should not be considered as an alternative to 
net income and basic earnings per share, respectively. Furthermore, EE's presentation 
of any non-GAAP financial measure may not be comparable to similarly titled measures 
used by other companies. Please refer to slide 12 of this presentation for a 
reconciliation of adjusted net income and adjusted basic earnings per share to the most 
directly comparable financial measures, net income (loss) and basic earnings (loss) per 
share, respectively, prepared in accordance with GAAP. 
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PUC Docket No. 52195 

Reconciliation of Net Income (1-oss) (GAAP>Cat¥clf#9§1~Rqrnings 
(Loss) Per Share (GAAP) to Adjusted Net Income (N 8Ap) 
and Adjusted Basic Earnings Per Share (Non-GAAP) 

E=E 
Use of Non-GAAP Financial Measures 
As required by ASU 2016-01, Financial Instruments - Recognition and Measurement of Financial Assets and Financial 
Liabilities, changes in the fair value of equity securities are recognized in the Company's Statements of Operations. This 
standard added the potential for significant volatility to the Company's reported results of operations as changes in the fair 
value of equity securities may occur. Furthermore, the equity investments included in the NDT are significant and are 
expected to increase significantly during the remaining life (estimated to be 26 to 29 years) of the Palo Verde Generating 
Station. Accordingly, the Company has provided the following non-GAAP financial measures to exclude the impact of 
changes in fair value of equity securities and realized gains (losses) from the sale of both equity and fixed income 
securities. Reconciliations of both non-GAAP financial measures to the most directly comparable financial measures 
prepared in accordance with GAAP are presented in the table below. Non-GAAP adjusted net income is reconciled to 
GAAP net income (Ioss), and non-GAAP adjusted basic earnings per share is reconciled to GAAP basic earnings (loss) 
per share. Three Months Ended Twelve Months Ended 

December 31, December 31, 
2019 (a) 2018 

(In thousands except for per share data) 
2019 (b) 2018 

(In thousands except for per share data) 
Net Income (loss) (GAAP) $ 12,942 $ (15,285) $ 123,037 $ 84,315 
Adjusting items before income tax effects 

Unrealized (gains) losses, net (13,079) 22,331 (35,852) 18,601 
Realized (gains) losses, net (8) 319 (2,662) (5,634) 

Total adjustments before income tax effects (13,087) 22,650 (38,514) 12,967 
Income taxes on above adjustments 2,618 (4,530) 7,703 (2,593) 

Adjusting items, net of income taxes (10,469) 18,120 (30,811) 10,374 
Adjusted net income (non-GAAP) $ 2,473 $ 2,835 $ 92,226 $ 94,689 

Basic earnings (loss) per share (GAAP) $ 0.32 $ (0.38) $ 3.02 $ 2.07 
Adjusted basic EPS (non-GAAP) $ 0.06 $ 0.07 $ 2.26 $ 2.33 

As of December 31, 2019, the EE nuclear decommissioningtrust portfolio had a 
marketvalue of $326 million. 

(a) Net income (GAAP) and Adjusted net income (non-GAAP) include a pre-tax charge of $2.6 
million or $0.06 per share, after tax, of strategic transaction costs. 

12 (b) Net income (GAAP) and Adjusted net income (non-GAAP) include a pre-tax charge of $12.1 
million or $0.25 per share, after tax, of strategic transaction costs. El Paso Electric 
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PUC Docket No. 52195 
SOAH Docket No. 473-21-2606 

TIEC's 1st Q No. 1-6 

Anticipated Timeline for New Generating ~»Au rees 

Announced Request 
For Proposals ("RFP") 

results (1) 
t 

In November 2019, EE 
submitted requests for 
regulatory approvals in 
Texas and New Mexico 

t 
Additional 278 MW of 

peak generating 
capacity 

Q2 Q4 Ql Q2 Q3 Q4 
2017 2018 2019 2019 2019 2019 2020 2021 

Q2 Q3 Q2 Q3 
2022 2022 2023 2023 

I , +. 
Issued All-Source 

RFP 
Contract negotiations 

& execution 
Additional 100 MW 
of peak generating 

capacity 

(1) 

13 

The winning bids include: (a) the construction of a 228 MW natural gas combustion turbine generating 
unit at the Company's Newman Power Station for an expected cost of approximately $143 million, (b) 
the Purchased Power Agreements CPPAs') of 200 MW of utility scale solar resources, and (c) the 
PPAs of 100 MW of battery storage 

Lompwtq 
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PUC Docket No. 52195 
SOAH Docket No. 473-21-2606 

TIEC's 1st Q No. 1-6 

Five Year Cash Capital Expenditures Attachment 3 
Page 14 of 14 

Estimated Costs of - $1.6 billion 

$400 - $327mm $332mm $345mm 
$309mm , ...//..1 

$266mm ~ 52.0 L.4 ~ $300 - - - 59.4 

Fl 4 L 111.3 
114.2 L 122 4 ~ 

~ 22 0 ~ 275 ~ 40.8 
-452 , t 1471 $100 - ~ L 1083 ~ t-1074 . k 977 ~ 101.6 JML al $0 

If 38.9 

96.5 I 1-$200 -~L 
~-61.1 

L 124.3 

2020E 2021E 2022E 2023E 2024E 
• Generation (1) (2) • Transmission , Distribution" General<' 

(1) Estimates include $136 million for the construction of a 228 MW combustion turbine generating unit at the Company's Newman Power 
Station with an anticipated operational date of 2023. 

(2) Estimates include $134 million of initial construction costs for a 320 MW combined cycle generating unit currently scheduled to be 
completed in 2027, but is subject to change as the construction program is reviewed and updated in conjunction with recent legislative 
and regulatory activities pertaining to renewable requirements. Estimates also include $283 million of other generation costs, including 
$183 million for Palo Verde Generating Station. 

(3) Estimates include $111 million of initial project costs for Advanced Metering Infrastructure, including deployment of the back-office 
# systems and meters. Estimates are subject to change based on legislative and regulatory approvals. 

Estimates include upgrades of $153 million for information technology projects, including telecommunications network enhancements, 
694 million for the Company's facilities and $31 million forthe Company's fleet. #t= 

(4) I 

I fvlv 
14 
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Safe Harbor Statement 
This presentation includes statements that are forward-looking statements made pursuant to the safe harbor provisions of Section 27A of the Securities Act of 1933, as amended, 
and Section 21 E of the Securities Exchange Act of 1934, as amended, including statements regarding the acquisition of El Paso Electric Company ("EE" or the "Company") by an 
affiliate of the Infrastructure Investments Fund (the "Merger), regulatory approvals, the expected timetable for completing the Merger and for obtaining such regulator·y approval; 
statements regarding the impact of the COVID-19 pandemic; statements regarding current regulatory filings and anticipated regulator·y filings; statements regarding expected capital 
expenditures; statements regarding expected dividends; and statements regarding the adequacy of our liquidity to meet cash requirements. This infonnation may involve risks and 
uncertainties that could cause actual results to differ materially from such forward-looking statements. These risks and uncertainties include, but are not limited to: the timing to 
consummate the Merger; satisfaction of the conditions to closing of the Merger may not be satisfied; the risk that a regulatory approval that may be required for the Merger is not 
obtained or is obtained subject to conditions that are not anticipated; and the diversion of management's time on Merger-related issues. Additional infomnation concerning factors that 
could cause actual results to differ materially from those expressed in forward-looking statements is contained in EE's most recently filed periodic reports and in other filings made by 
EE with the U.S. Securities and Exchange Commission (the "SEC"),and include, but is not limited to: 
> The impact of the COVID-19 pandemic and its effects on the Company, its business, vendors, customers and the communities it serves, U.S. and world financial markets, 

potential regulator·y actions, changes in customer and stakeholder behaviors and impacts on and modifications to the Company's operations, business and financial condition 
relating thereto 

> The impact of changes to U.S. tax reform legislation 
> Increased prices for fuel and purchased power and the possibility that regulators may not permit EE to pass through all such increased costs to customers or to recover 

previously incurred fuel costs in rates 
> Full and timely recover·y of capital investments and operating costs through rates in Texas and New Mexico, and at the Federal Energy Regulatory Commission 
> Uncertainties and instability in the general economy and the resulting impact on EE's sales and profitability 
> Changes in customers' demand for electricity as a result of energy efficiency initiatives and emerging competing services and technologies, including distributed generation 
> Unanticipated increased costs associated with scheduled and unscheduled outages of generating plant 
> Unanticipated maintenance, repair, or replacement costs for generation, transmission, or distribution facilities and the recover·y of proceeds from insurance policies providing 

coverage for such costs 
> The size of our construction program, the receipt of necessar·y permits and approvals and our ability to complete construction on budget and on time 
> Potential delays in our construction and resource contracting schedule due to legal challenges or other reasons 
> Costs at Palo Verde 
> Decisions and actions of EE's regulators and the resulting impact on EE's cost of capital, sales and profitability 
> Deregulation and competition in the electric utility industry 
> Possible increased costs of compliance with environmental or other laws, regulations and policies 
> Possible income tax and interest payments as a result of audit adjustments proposed by the Internal Revenue Service or state taxing authorities 
> Uncertainties and instability in the financial markets and the resulting impact on EE's ability to access the capital and credit markets 
> Actions by credit rating agencies 
> Possible physical or cyber-attacks, intrusions or other catastrophic events 
> A U.S. Government shutdown and the resulting impact on EE's sales and profitability 
> Other factors of which EE is cun-ently unaware or deem immaterial 
EE's filings are available from the SEC or may be obtained through EE's website, http://www.epelectric.com. Any such forward-looking statement is qualified by reference to these 

~k-s and,factors. E E cautions that these risks and factors are not exclusive. Management cautions against putting undue reliance on forward-looking statements or projecting any 
...A. f*[?*3'ts based on such statements or present or prior earnings levels. Forward-looking statements speak only as of the date of this presentation, and EE does not undertake to 

upddteqrg fo.rward-looking statement contained herein. 

4-tr LK 
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COVID-19 Company Update 
> Implemented business continuity plan focusing on the ~*#44/"~~~~ 

safety of employees, customers, contractors, and --=.- ,- /i.- . ----

vendors PCMT- I 
> On March 16, 2020, employees were directed to work Uifi Nout 

remotely to the extent possible ~ 1™1!EESSENT\AL 
> Enhanced safety and health protocols were implemented AN ..*/ 3-rNf,5'FFI 

for frontline employees 44 - t \Wnt? , 
> Provided additional resources to employees who g...#EMJW®c, 

require pandemic - related absence from work I '/ US ' M '% 11 &' r~1~ ' ~J • 166~ 

Il'lfi **811 
> Suspended service disconnections for nonpayment by ~ 

customers i-1-
> Made charitable contributions to local organizations for pandemic assistance 

in EE's communities 
> Immediately increased cash position to preserve financial flexibility, and 

increased borrowing commitments under EE's revolving credit facility ("RCF") 
> The COVID-19 pandemic continues to rapidly evolve, and therefore EE 

cannot predict the duration of the COVID-19 pandemic and its impact on 
EE's financial condition, results of operations and cash flows 

> EE's dedicated and hardworking employees remain committed to providing 
afe and reliable energy as the region comes togetherto mitigate and reduce 
xposure to COVID-19 

FU.#. 

R 

+»,k 

3 
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IIF Acquisition Update 
> On September 19,2019, EE received shareholder approval for the Merger; of 

the shares voted, 99.61% voted to approve and adopt the Merger 
k Required regulatory filings(1)(2)(3) 

Regulatory Filing Proceeding Number Date Filed Date Approved 

, Federal Energy Regulatory Commission ("FERC") (4)-~ Docket No. EC19-120-000 () August 13,2019 ~) Pending ~ 

U.S. Nuclear Regulatory Commission CNRC7) Docket ID NRC-2019-0214 August 13, 2019 March 6,2020 

£ Federal Communications Commission CFCC;1 ~ File No. 0008737430 ~~ August 13 2019 ~ December 4, 2019 

Public Utility Commission of Texas ("PUCTD (5) Docket No. 49849 August 13, 2019 January 16, 2020 

~ New Mexico Public Regulation Commission CNMPRC) ~ Case No. 19-00234-UT ~ August 13,2019 ~~ March 11,2020 ~ 

City of El Paso Franchise Agreement (6) Matter No. 19-1008-126 September 20,2019 February 4,2020 

~Federal Trade Commission (Hart-Scott-Rodino Act) ~ Transaction No. 20191858 '~ August 16,2019 ~~ September 3,2019 , 

If the Merger is not consummated by June 1, 2020 because the required approvals have not been obtained, Sun Jupiter or (1) 

(2) 

(3) 
(4) 

(5) 

EE can extend the date to September 1,2020. 
For more information regarding approvals, please reference pages 42-46 of the definitive proxy statement filed by EE with 
the SEC on August 2, 2019. 
EE anticipates closing the Merger in the second quarter of 2020. 
On March 30,2020, the FERC issued an order (the "FERC Order') authorizing the Merger, subjectto the FERC's approval 
of mitigation to address certain discrete competitive effects of the Merger that could arise. The FERC concluded that the 
Merger, as conditioned, satisfies governing federal standards and authorized the Merger as consistent with the public 
interest. The proposed mitigation was required to be filed within 45 days of the issuance of the FERC Order. On April 15, 
2020, IIF and EPE filed proposed mitigation options with the FERC. The matter is pending final approval from the FERC. 
The PUCT issued its final order on January 28,2020. 
On February 4,2020, the City of El Paso passed an ordinance, Ordinance No. 019022, approving the Franchise Agreement 
Assignment Application and granting the City of El Paso's consent to the Merger. 

El Paso Electric 
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1st Quarter 2020 Financial Results 
> GAAP - Ql 2020 net loss of $35.2 million (or $0.87 per basic 

share), compared to Ql 2019 net income of $6.1 million (or $0.15 
per basic share) (1) 

> Non-GAAP- Ql 2020 adjusted net loss of $8.7 million (or $0.21 per 
basic share), compared to Ql 2019 adjusted net loss of $6.7 million 
(or $0.17 per basic share)(1) (2) 

(1) Net loss (GAAP) and Adjusted net loss (non-GAAP) for Ql 2020 include a pre-tax charge of $1.3 million or 
$0.03 per share, after-tax, of strategic transaction costs associated with the Merger. 

(2) Adjusted net loss and adjusted basic loss per share are non-GAAP financial measures that reflect net loss and 
basic loss per share, respectively (the most comparable GAAP financial measures) adjusted to exclude the 
impact of changes in fair value of EE's equity securities and realized gains (losses) from the sale of both equity 
and fixed income securities held in EE's Palo Verde nuclear decommissioning trust funds ("NDT"). Refer to slide 
12 for a reconciliation of adjusted net loss and adjusted basic loss per share (non-GAAP) to net loss and basic 
loss per share, respectively (the most comparable GAAP financial measures). 
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1st Quarter 2020 Key Earnings Drivers 
EPS Ql Ql 2020 VS Ql 2019 

March 31, 2019 (GAAP) ~ L$ 0.15 
Changes in: 

~ Investment & interest income, NDT_~ ~ (0.98) 

0&M expenses at fossil-fuel $ (0.03) generating plants 
L Strategic transaction costs I L $ (0.03) 

Depreciation and amortization $ (0.03) 

~ Retail nonfuel base revenues . [$ 0.02 

March 31, 2020 (GAAP) * $ (0.87) 

Non-GAAP Adjustments $ 0.66 

$0.40 

$0.20 

$-

$(0.20) 

$(0.40) 

$(0.60) 

$(0.80) 1 
$(0.87) 

$(1.00) 

$0.15 

$(0.21) $(0.17) 

Other $ 0.03 

March 31, 2020 (non-GAAP) * $ (0.21) 2020 2019 
(GAAP) (GAAP) 

/*YE 

2020 2019 
(non- (non-

GAAP) GAAP) 

n . 
Excluding the strategic transaction costs associated with the Merger, Ql 2020 GAAP EPS (loss) was 
$(0.84) and Ql 2020 non-GAAP adjusted EPS (loss) was $(0.18). Neither EE nor Sun Jupiter 
Holdings LLC will seek to recover strategic transaction costs associated with the Merger from 
ratepayers. El Paso Electric 
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Historical Weather Analysis 

1st Quarter HDDs vs 10-YRAverage 
1,600 -

1,338 1,400 - 1,265 1,159 ~ 1,153 1,054 1,134 10 YR HDD 1,200 - 1,079 Average -
1,000 - 958 810 985 
800 -6001111-11 11 400 -
200 -

0 1 ] 

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 
Ilst Quarter HDDs ---10-YRAverage 

1st Quarter 2020 HDDs 

U 1.2% Below 10-YR Average 
4.9% Below 1St Quarter 2019 

1,092 
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1st Quarter 2020 Customers and Retail Sales 

Average No. 
of Retail 

Customers 
Residential 383,958 
C&1 Small 43,212 
C&1 Large(2~ 48 
Public Authorities 6,659 
Total Retail 433,877 

Percent 
Change(1) 

1.7% 
2.3% 

7.3% 
1.9% 

MWH 

574,083 
486,410 
231,676 
331,249 

1,623,418 

Percent 
Change(1) 

(2.0%) 
(8.1%) 
(0.2%) 
(1.9%) 

Heating Degree Days 1,079 (4.9%) 

(1) 

(2) 

Percent change expressed as change in first quarter 2020 from first quarter 2019. Sales for the three 
months ended March 31, 2020 were not significantly adversely impacted by the COVID-19 outbreak. 

8 

Decrease in commercial and industrial large is primarily due to reduced demand by a customer during 
their facility upgrade over a five-week period completed in February 2020. 
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Capital Requirements and Liquidity 
Total Liquidity Mar 31,2020 

(in millions) c~y l..,~. -S&p(2) 
RCF Availability A/ $ ~ 159.0 Rating -J~ Baa2 ~6 BBB ~ 

Cash ....$ 57.4 Outlook ~ V Stable ~ Negative 1 

Liquidity ~ $ 216.4 

On March 13, 2020, as a precautionary measure in response to 
COVID-19 pandemic, borrowed $50 million under the RCF 
On March 20,2020, increased the borrowing commitments under the 
RCF by $50 million to $400 million and extended the maturity date of 
the RCF by one year to September 13,2024 
On March 31, 2020, EE paid a quarterly cash dividend of $0.385 per 
share, or $15.7 million, to shareholders of record as of the close of 
business on March 17, 2020(3) 
In light of the Merger, EE no longer provides guidance 

(1) On September 17,2019, Moody's downgraded EE from Baal to Baa2 and changed its outlook to Stable from 
Rating Under Review 

(2) On June 5, 2019, S&P affirmed EE's BBB credit rating and revised its outlook to Negative from Stable 
(3) Pursuant to the Merger Agreement, until closing, EE is allowed to declare and pay any quarterly cash dividends 

declared by the Company's Board of Directors, including a "stub period' dividend with respect to the period 
between the record date of the last quarterly regular dividend paid by EE and the closing date of the Merger. 
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Use of Non¤GAAP Financial Measures 
> As required by an accounting standard, changes in the fair value of equity securities 

are now recognized in EE's Statements of Operations. The adoption of this standard 
added the potential for significant volatility to the reported results of operations as 
changes in the fair value of equity securities may occur. 

> Accordingly, in addition to disclosing financial results that are determined in accordance 
with U.S. generally accepted accounting principles ("GAAP"), EE has provided adjusted 
net loss and adjusted basic loss per share, both of which are non-GAAP financial 
measures. Management believes that providing this additional information is useful to 
investors in understanding EE's core operating performance because each measure 
removes the effects of variances that are not indicative of fundamental changes in the 
earnings capacity of EE. Adjusted net loss and adjusted basic loss per share are 
calculated by excluding the impact of changes in fair value from EE's equity securities 
and realized gains (losses) from the sale of both equity and fixed income securities in 
the Company's Palo Verde nuclear decommissioning trust funds. 

> Adjusted net loss and adjusted basic loss per share are not measures of financial 
performance under GAAP and should not be considered as alternatives to net loss and 
basic loss per share, respectively. Furthermore, EE's presentation of any non-GAAP 
financial measure may not be comparable to similarly titled measures used by other 
companies. Please refer to slide 12 of this presentation for a reconciliation of adjusted 
net loss and adjusted basic loss per share to the most directly comparable financial 
measures, net loss and basic loss per share, respectively, prepared in accordance with 
GAAP. 
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Reconciliation of Net Income (Loss) (GAAP) and Basic Earnings 
(Loss) Per Share (GAAP) to Adjusted Net Loss (Non-GAAP) and 
Adjusted Basic Loss Per Share (Non-GAAP) 

Use of Non-GAAP Financial Measures 
As required by ASU 2016-01, Financial Instruments - Recognition and Measurement of Financial Assets and Financial 
Liabilities, changes in the fair value of equity securities are recognized in the Company's Statements of Operations. This 
standard added the potential for significant volatility to the Company's reported results of operations as changes in the fair 
value of equity securities may occur. Furthermore, the equity investments included in the NDT are significant and are 
expected to increase significantly during the remaining life (estimated to be 25 to 28 years) of the Palo Verde Generating 
Station. Accordingly, the Company has provided the following non-GAAP financial measures to exclude the impact of 
changes in fair value of equity securities and realized gains (losses) from the sale of both equity and fixed income 
securities. Reconciliations of both non-GAAP financial measures to the most directly comparable financial measures 
prepared in accordance with GAAP are presented in the table below. Non-GAAP adjusted net loss is reconciled to GAAP 
net income (Ioss), and non-GAAP adjusted basic loss per share is reconciled to GAAP basic earnings (loss) per share. 

Three Months Ended 
March 31, 

2020 (a) 2019 
(In thousands except for per share data) 

Net Income (loss) (GAAP) $ (35,209) $ 6,089 
Adjusting items before income tax effects 

Unrealized (gains) losses, ret 33,188 (16,690) 
Realized (gains) losses, net (24) 701 

Total adjustments before income tax effects 33,164 (15,989) 
Income taxes on above adjustments (6,633) 3,198 

Adjusting items, net of income taxes 26,531 (12,791) 
Adjusted net loss (non-GAAP) $ (8,678) $ (6,702) 

Basic earnings (loss) per share (GAAP) $ (0.87) $ 0.15 
Adjusted basic loss per share (non-GAAP) $ (0.21) $ (0.17) 

As of March 31, 2020, the NDT portfolio had a market value 
of $295 million. 

-~-=-•e 

12 
(a) Net loss (GAAP) and Adjusted net loss (non-GAAP) include a pre-tax charge of $1.3 

million or $0.03 per share, after tax, of strategic transaction costs associated with the Merger. 425E!5 4 
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From: Pdebbas@valueline.com 
To: Gonzalez, Richard S 
Subject: Closing of deal 
Date: Wednesday, July 29,2020 1:54:38 PM 

Notice: This email originated outside of EPE, exercise caution with links and 
attachments. 
This email came from valueline.com, were you expecting it? Think before you Click! 

Richard, 

I saw thatthe acquisition has been completed. I wish you, Nathan, and Lisa the best, and I thankyou 
forthe assistance you provided overthe years. 

Paul Debbas I Equity Analyst I 212.907.1724 I pdebbas@valueline.com 
Value Line I Free Value Line® Reports on Dow 30 Stocks 
Connect with us: Facebook I Google+ I LinkedIn I Twitter 
Value Line-The Most Trusted Name in Investment Research® 

This transmission contains information intended to be confidential and solely for the use of Value Line, Inc., and those persons or entities 
to whom it is directed. It is not to be reproduced, retransmitted, or in any other manner distributed. If you receive this message in error, 
please immediately delete it and all copies of it from your system, destroy any hard copies of it and notify the sender. 

1185 



EL PASO ELECTRIC COMPANY SOAH Docket No. 473-21-2606 
PUC Docket No. 52195 

TIEC's lst, Q. No. TIEC 1-6 
Attachments 22-30 

Page 1 of 1 

PUBLIC 

TIEC 1-6 Attachments 2 through 30 are CONFIDENTIAL and/or HIGHLY SENSITIVE, 
PROTECTED MATERIALS attachments. 

1186 



Sullivan-Leshin, Isaac, PRC 

SOAH Docket No. 473-21-2606 
PUC Docket No. 52195 

TIEC's lst, Q No. TIEC 1-6 
Attachment 31 

Page 1 of 6 

From: 
Sent: 
To: 
Su bject: 
Attachments: 

Sullivan-Leshin, Isaac, PRC 
Wednesday, June 23, 2021 3:30 PM 
Records, PRC, PRC 
20-00104-UT; Filing Submission 
20-00104-UT, Concurrence of Commissioners Hall and Fischmann in the Commission's Order 
Adopting Recommended Decision with Modifications.pdf 

IN THE MATTER OF THE APPLICATION OF EL PASO ELECTRIC 
COMPANY FOR REVISION OF ITS RETAIL ELECTRIC RATES 
PURSUANT TO ADVICE NOTICE NO. 267 

Docket No. 20-00104-UT 

Please file the attached CONCURRENCE OF COMMISSIONERS HALL AND FISCHMANN IN THE COMMISSION'S ORDER 
ADOPTING RECOMMENDED DECISION WITH MODIFICATIONS into the above captioned case. 

Thankyou. 

Isaac Sullivan-Leshin 
Paralegal for Office Of General Counsel 

Ilh 

Ilp 
NEW MEXICO PUBLIC R EGULATI ON COM MI,SSI ON 

New Mexico Public Regulation Commission 
PO Box 1269 
Santa Fe, New Mexico 87504-1269 
isaac.sullivan-Ieshin@state.nm.us 
Phone: (505) 670-4830 

1 
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BEFORE THE NEW MEXICO PUBLIC REGULATION COMMISSION 

IN THE MATTER OF THE APPLICATION OF EL PASO ) 
ELECTRIC COMPANY FOR REVISION OF ITS RETAIL ) Docket No. 20-00104-UT 
ELECTRIC RATES PURSUANT TO ADVICE NOTICE ) 
NO. 267 ) 

CONCURRENCE OF COMMISSIONERS HALL AND FISCHMANN IN THE 
COMMISSION'S ORDER ADOPTING RECOMMENDED DECISION WITH 

MODIFICATIONS 

The Commission's decision today to grant El Paso Electric Company a 9.0% return on 

equity (ROE) is reasonable, but does not do justice to customers. 

While a 9.0% ROE is within the range of reasonableness determined by the hearing 

examiner, there was ample basis in the record to approve a lower ROE in order to maintain the 

proper balance between consumer and shareholder. Specifically, two witnesses, Kahal and 

Garrett, calculated ROEs of 8.6% and 7.0%, respectively. Yet, they each recommended a 9.0% 

ROE notwithstanding, invoking subj ective factors (possible slightly higher risk than proxy group; 

gradualism approach to lowering ROE) not substantiated by their own calculations. Why would 

that happen? 

The standard argument against lowering ROE, raised in this case, is that it hurts utilities' 

credit ratings, impairing the ability of the utility to raise capital, causing future borrowings to cost 

more, leading to higher rates, which parties shrink from causing (the "capital attraction" issue). 

Importantly, witness Kahal explained on the stand how EPE' s credit rating would be unharmed by 

a 0.8% drop in ROE, based on the drop's miniscule effect on cash flow relative to EPE's total cash 

flow, the most important metric influencing credit ratings. 

Another possibility is regulatory inertia, a phenomenon characterized by witness Kahal as 

"state regulatory commissions not lik[ingl to make drastic changes in authorized ROEs from year 

to year." This phenomenon has contributed to a lag in the decrease in ROEs nationwide relative 
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to the actual cost of capital, to the detriment of ratepayers (who pay for that ROE) and the benefit 

of shareholders (whose stock dividends reflect that ROE). 

In this case, the opportunity was presented to lower the ROE to 8.85% from 9.48 %, a 

0.63% drop, based on unrefuted evidence of no harm to the utility' s credit rating from such a 

change, yet the Commission declined to do so, and in so declining, set an example for everyone 

involved. 

What are the consequences of awarding an ROE in excess of what is needed to maintain 

credit rating and attract capital? Witness Garrett cites Roger A. Morin: 

[Ilf the allowed rate of return is greater than the cost of capital, capital investments 

are undertaken and investors' opportunity costs are more than achieved. Any 

excess earnings over and above those required to service debt capital accrue 

to the equity holders, and the stock price increases. In this case, the wealth 

transfer occurs from ratepayers to shareholders. 

D. Garrett Direct at 23 (emphasis added). Garrett also cites Charles S. Griffey: 

The 'risk premium' being granted to utility shareholders is now higher than it has 

ever been over the last 35 years. Excessive utility ROEs are detrimental to utility 

customers and the economy as a whole. From a societal standpoint, granting 

ROEs that are higher than necessary to attract investment creates an 

inefficient allocation of capital, diverting available funds away from more 

efficient investments. From the utility customer perspective, if a utility's 

awarded and/or achieved ROE is higher than necessary to attract capital, 

customers pay higher rates without receiving any corresponding benefits. 
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D. Garrett Direct at 30 (emphasis added). 

Electric utilities in general have an extremely low risk profile because they are government 

sanctioned monopolies. To the extent that treasury rates fall, as they have for 30 years, and the 

authorized ROE does not keep pace, shareholders experience a windfall at the expense of the 

consumer. Going forward, one hopes that all parties feel that it is safe to base their 

recommendations on their mathematical models in lieu of being swayed by subjective arguments 

or stayed by Commissioners' inertia. 

A 9.0% authorized ROE is a reasonable adjustment from 9.48% in this case, since it falls 

within the zone of reasonableness. But our standard of review is "just and reasonable," under 

Federal Power Commission v. Hope Natural Gas Co., 310 U .S. 591 (1944): 

We held in Federal Power Commission v. Natural Gas Pipeline Co., 315 U. S. 575 

(1942), that the Commission was not bound to the use of any single formula or 

combination of formulas in determining rates.... Under the statutory Standard of 

'just and reasonable' it is the result reached, not the method employed, which is 

controlling. It is not the theory but the impact of the rate which counts. If the 

total effect of the rate order cannot be said to be unjust and unreasonable, judicial 

inquiry under the Federal Power Act is at an end. 

Id. (emphasis added). 

Given that a 9.0% ROE is in excess of what is necessary to attract capital in this case 

(evidenced by the Kahal testimony that EPE's credit rating won't be harmed if it dropped 0.8% 

from the current 9.48%) and thus given that ratepayers will likely pay higher rates without 
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receiving corresponding benefits, the 9.0% ROE approved today results in rates that may be 

reasonable, but they are not just. 

The current record lacks important information that should be considered in future rate 

cases. As witness Garrett points out, utility ROEs are determined in an echo chamber. Only utility 

stocks are chosen for proxy portfolios, yet the Hope standard suggests that returns should be 

assessed in terms of all investments in the marketplace. Utility stocks are an anomaly in the market 

place because their prospective profits are determined by regulators, not competitive forces. This 

has a profound effect on their market prices and risk profiles. 

To better assess the cost of equity in future dockets, record evidence should include more 

information on market returns projected for equities in general. This could include cost of equity 

proj ections from pension funds, public and private investment funds, and investment houses. 

There should also be close analysis of electric utility stock prices to determine the real market 

return investors are asking for today. Proxy investment comparisons should include non-utility 

companies with risk profiles similar to utilities. 

Taking these steps would be major strides toward bringing utilities' ROEs down to a level 

grounded in real value, enabling rates that are truly both just and reasonable. 

ISSUED at Santa Fe, New Mexico this 23rd day of June, 2021. 

/s/ C¥nthia B. Hall, electronicall¥ sij:ned 
CYNTHIA B. HALL, COMMISSIONER DISTRICT 1 

/s/ Stephen Fischmann, electronicall¥ sij:ned 
STEPHEN FISCHMANN, COMMISSIONER DISTRICT 5 
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BEFORE THE NEW MEXICO PUBLIC REGULATION COMMISSION 

IN THE MATTER OF THE APPLICATION OF EL PASO ) 
ELECTRIC COMPANY FOR REVISION OF ITS ) Docket No. 20-00104-UT 
RETAIL ELECTRIC RATES PURSUANT TO ADVICE ) 
NOTICE NO. 267 ) 

ORDER ADOPTING RECOMMENDED DECISION WITH MODIFICATIONS 

THIS MATTER comes before the New Mexico Public Regulation Commission 

("Commission") upon the Recommended Decision described below. 

Whereupon, being duly informed, 

THE COMMISSION FINDS AS FOLLOWS: 

1. Hearing Examiner Carolyn Glick issued her Recommended Decision in this case 

on April 6, 2021 (the "RD"). 

2. In total, there were 16 exceptions to the RD, filed by three parties. El Paso Electric 

Company ("EPE') filed 11 exceptions. The City of Las Cruces ("CLC") filed 5 exceptions. 

Yellow Bird Services ("YBS") filed 5 exceptions as well. 

3. EPE filed responses to all of CLC' s exceptions and to 3 ofYB S's exceptions. CLC 

filed responses to all ofEPE' s exceptions. YB S filed a response to one ofEPE' s exceptions. Dofia 

Ana County ("DAC") filed a general response to EPE' s and CLC's exceptions, in which DAC 

urges the Commission to adopt the RD with the changes recommended in CLC's exceptions. 

4. The Commission has jurisdiction over the parties and the subject matter ofthis case. 

EPE Exception No. 1 - Return on Equitv 

5. EPE argues that the RD' s exclusive use of the constant growth DCF model results 

in an unreasonably low recommended 9.0% ROE and is contrary to the practice of virtually every 

other regulatory jurisdiction in the country, including the FERC. EPE further argues that, even 

accepting for the sake of argument the exclusive use of the constant growth DCF model, the RD 
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erred by not adjusting its DCF results for EPE-specific risk. EPE claims that the record is 

uncontested that EPE has a greater level of risk than the companies in the proxy groups used in the 

RD' s DCF model. According to EPE, in recent Commission cases when this occurred, the 

Commission approved an ROE that was equal to the average of the mean and high DCF results. 

EPE contends that, if this prior Commission practice were applied to the range of DCF results 

employed by the RD in this case, the ROE would be equal to 9.345%. EPE concludes that, at a 

minimum, Staff' s recommended 9.3% should be the lowest ROE value considered by the 

Commission. 

6. In response to EPE' s exception, CLC argues that EPE has not provided evidence or 

precedent from the Commission or other jurisdictions that supports its qualitative conclusion that 

9.0% is "unreasonably" low. CLC takes issue with EPE' s criticism of the RD for "entirely 

discount[ingl" ROE awards in other jurisdictions. CLC argues that its expert witness, David J. 

Garrett, testified persuasively about the "echo chamber" effect that arises when commissions rely 

on the ROE awards granted by other regulatory commissions. CLC goes on to say that, in response 

to examination by Commissioner Fischmann, Mr. Garrett testified that it seems that commissions 

are under pressure to conform to an average set by other commissions because it may be less risky, 

and because commissions are looking at the average, it prevents the average from moving other 

than very gradually to reflect changing market conditions. CLC praises the RD for reaching the 

conclusion that "this Commission should follow its practice of authorizing an ROE for EPE based 

on the evidence in this case, not authorized returns nationwide." 

7. The Commission rejects EPE' s exception. The Commission finds that the Hearing 

Examiner has properly weighed the evidence, has applied the appropriate legal standards, and has 

provided an ROE recommendation based on a well-reasoned analysis. The RD anticipates and 
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effectively addresses most of the issues raised in EPE' s exceptions, and the Commission does not 

address such issues here. The Commission here addresses the major differences in the approaches 

taken by the Hearing Examiner and EPE and explains why the Commission finds EPE' s approach 

incoherent and incomplete. 

8. The RD correctly begins and ends its ROE analysis with the overriding concern 

that the Commission give due regard to the interests of both shareholders and ratepayers. EPE' s 

analysis focuses almost entirely on the interests of its shareholders and is thus incomplete. Some 

observers might respond that it is typically the utility' s role in a rate case to advocate for its 

shareholders' interests while it is the role of the Office of the Attorney General for the State of 

New Mexico, Staff, and intervenors to advocate for the ratepayers' interests. However, to the 

extent that a utility adopts such a narrow view in preparing its ROE recommendation, such a 

recommendation is not compelling. 

9. The Commission is wary of reaching a decision on the ROE that is merely a 

compromise among highly subjective ROEs, each one of which is predictably skewed in the 

direction favored by the party presenting it. The Commission is not a mediator seeking a 

compromise solution, The ROE analysis is a factual inquiry, albeit one with some unavoidable 

level of subjectivity and, of course, the need for expert testimony. Accordingly, the Commission 

is persuaded to adopt the Hearing Examiner' s reasoned analysis, which accepts certain methods 

and approaches while rej ecting others based upon the extent to which they bear indicators of 

reliability. The Commission is not persuaded by EPE' s unreasoned recommendation to blend the 

results of multiple tests and adjust the blended result if it is not in line with recent ROE decisions 

by other utility regulators. 
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10. The Commission agrees with the finding of the RD that no party provided sufficient 

justification to depart from Commission precedent indicating that the results of the Constant 

Growth DCF method should be used to determine a reasonable range of ROEs in this case. The 

Commission prefers this test over others primarily for the reason that, as stated in the RD, the DCF 

method is a market-based measure of return, "meaning it assumes that the current market price of 

the stock incorporates all investor expectations regarding risk, dividend growth and earnings 

growth. Zia-Nat'l Gas Co. v. New Mexico Pub. Util. Comm'n, 2000-NMSC-011, ll 15, 128 N.M. 

728. "The current price of the stock is reflective of all investment opportunities at the time." Id. 

The Commission can reduce the level of subjectivity in its ROE analysis by increasing reliance 

upon market-based measures. 

11. Including other methods of determining ROE alongside or as an adjustment to the 

DCF method would introduce additional subjectivity into the analysis in two different ways. First, 

as the RD points out, the other methods variously advocated by the parties are, on an individual 

basis, methods that rely more heavily on subjective factors than does the DCF method. Perhaps 

more significant is the second way that additional subjectivity is introduced - through the 

combination of the results of the various tests. With each alternative method of determining ROE, 

there is at least a theoretical underpinning to each method for the decisionmaker to assess when 

choosing among them. Not so for the methods of combining the results. One regulator may use a 

particular method to determine where to locate the correct ROE within a range of ROEs determined 

by another method though both methods are, on their own terms, methods to determine the correct 

ROE. 

12. None of the tests to determine the correct ROE were developed as additives to 

improve the results of other ROE tests, yet EPE urges the Commission to treat the tests as such. 
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The notion that including the results of more tests will result in a more accurate ROE implies that 

the tests are somehow complementary, but no witness has actually made that claim or argued why 

that might be so. That portion of EPE' s exception seems to rest on the assumption that more is 

inherently better. The Commission does not agree that each additional test result blended into the 

mix brings us closer to the true ROE. 

13. To that extent, the Commission does not agree with the FERC's reasoning in Ass'n 

ofBusinesses Advocating Tarid~Equio, v. ALLETE, Inc., 117 F.E.R.C. P61, 154 (2020), "that ROE 

determinations should consider multiple models, both to capture the variety of models used by 

investors and to mitigate model risk." 117 F.E.R.C. P61 at *62188. With regard to mitigating 

model risk, FERC assumes that, because different models do not share the same flaws, averaging 

the results ofthese models will reduce the risk of error associated with each model. However, this 

is tantamount to saying that several wrongs make a right. There is no reason to believe that 

different types of errors will tend to cancel each other out. An error in an ROE model can only 

move in one of two wrong directions - too high or too low. It is just as likely that two unrelated 

errors in two different models will push the ROE in the same wrong direction, increasing the level 

of error of either model on its own. It makes far more sense to address the flaws in one' s chosen 

model in a direct manner, by making reasoned adjustments aimed at the particular flaws. 

14. With regard to FERC' s other justification for averaging the results of multiple 

models, to capture the variety of models used by investors, the Commission finds that use of the 

constant growth DCF model provides an alternative type of analysis that does not call for such an 

extensive inquiry into the various sources of information that an investor might take into account. 

Two of the three inputs to the constant growth DCF model are directly observable- the stock price 

and dividends - and thus, obj ective. The underlying assumption that the current stock price 
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incorporates all known information and all reasonable expectations is a relatively sound 

assumption. The assumption is sound in that the stock price is the result of actual market 

transactions, i.e., actions actually taken by investors. The third input in the model is the only 

subjective factor - i.e., the only factor that is not directly observable and that requires making 

inferences about investors' subjective expectations. However, the subjective inquiry here is 

narrower in scope than it is in other models, especially blended models. The subjectivity in this 

model is limited to the attempt to understand investors' expectations with regard to growth rates, 

which are inferred using analysts' forecasted growth rates, a sound basis for such an inference. 

15. The Commission also rejects EPE's argument that an ROE that is an outlier among 

ROEs determined by other public utility regulators must to that extent be in error. Again, in its 

exception, EPE is not pointing out the inherent wisdom of what any particular regulator is doing 

but implying that the average result of many regulators' efforts is inherently more accurate. Such 

an approach, however, can only tell us what is an average and what is an outlier, but it does not 

give any indication as to which result is more accurate. Moreover, such an approach is certain to 

contribute to the echo chamber of regulator-set ROEs. 

EPE Exception No. 2 and CLC Exception No. 2 - Palo Verde Generating Station Unit 3 

16. EPE takes exception to the RD's treatment of the pricing of nuclear energy from 

Palo Verde Generation Station ("PVGS") Unit 3. EPE states that PVGS Unit 3 offers a carbon-

free, baseload resource that operates at capacity factors of 90% or greater. EPE further states that 

this resource "is highly reliable and has low and stable fuel costs that have insulated New Mexico 

customers from the volatile natural gas market." EPE argues that the RD "fails to identify a proxy 

price for PVGS Unit 3, [I recommends preventing EPE from recovering its cost of service from 

other Commission-approved resources, and "would require EPE to use market purchases to fill the 
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