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2025 TEXAS RATE CASE FILING

SCHEDULE G-2.

1: PENSION EXPENSE

SPONSOR: STEVEN SIERRA
PREPARER: EN LI
FOR THE TEST YEAR ENDED SEPTEMBER 30, 2024

2.3

Development of actuarial value of assets

Plan Year Beginning
Preliminary Actuarial Value of Assets hefore Corridor as of January 1, 2024
1 Market value of assets as of January 1, 2024
2 Discounted receivable employer contributions
3 Deferred investment gains/(losses; for prior pericds
Gain/{Loss Percent Deferred  Deferred Amount

A

Plan Year Beginning

All monetary amounts shown in US Callars

SCHEDULE G-2.1
ATTACHMENT A
Page 83 of 362

Retirement Income Plan

January 1, 2024

277810,445
4898127

a. 10/01/2023 25555104 58.5859% 22718315

b. 07/01/2023 (31,328,168) T7775% (24,366,353)

c. 04/01/2023 1,218514 66.667% 813,010

d. 01/01/2023 16,274,368 55.556% 9,041,316

e. 10/01/2022 10,422,862 44.445% 4,632,383

f.  07/01/2022 (32,929 656) 33.333% (10,976,552}

g. 04/01/2022 (55,775,139) 22.222% {12,394,475)

h. 01/01/2022 (34,819,901) 11.111% (3,865 878)
Total (14,401,234)

4 Preliminary actuarial value of assets before application of corridor 287,108,506
Lower Bound of Corridor 254,437,716
Upper Bound of Coerridor 310,973,431
Actuarial Value of Assets after Corridor as of January 1, 2024 297 108 806
Rate of Returm 5.892% for 2022
5.74% for 2023

2024 WTW. Propristary and confidential.
For WTwW and WTW dient use only
wihweo.com
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24 Calculation of minimum required contribution

All monetary amounts shown in US Dollars

Funding
Standard

Carryover Prefunding
Reconciliation of Funding Balances as of Januar Balance Balance
A Determination of Funding Balances

1 Funding balance as of January 1, 2023 0 35,173,644 35,173,644
2 Amount used to offset prior year minimum required 0 11.776.311 11,776,311
contribution’
3 Adjustment for investment experience 0 2,423 964 2,423 964
4 Amount of additional prefunding balance created by NIA 5,135,938 5,135,938
election
5 Amount of funding balance reduction for current year by 0 0 0
election or deemed election
B Funding balance as of January 1, 2024 0 30,857,235 30,957,235
Plan Year Beginning January 1, 2024
B Calculation of Minimum Required Contribution
1 Target normal cost 7.698,283
2 Funding surplus 0
3 Net shortfall amortization installment (see section 2.5) 3257182
4 Waiver amortization installment 0
5 Minimum required contribution 10,855,465
6 Funding balance available 30,957,235
7 Remaining cash requirement (assuming sponsor elects full use of the available 0

funding balances)

The minimum required contribution is determined as of the plan’s valuation date. Any payment made on a
date other than the valuation date must be adjusted for interest using the plan's effective interest rate of
5.18%.

Additional details regarding the calculation of the minimum required contribution may be obtained from the
Form 5500 Schedule SB forms and attachments.

Met of revoked excess application of funding alance, If any

WiwCo, Com
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20 Retirement Income Plan

2.5 Schedule of minimum funding amortization bases

All monetary amourts shown in US Dollars

Remaining

Amortization
Date Period QOutstanding Amortization
pe of Base Established Balance Payment
1 Shortfall 01/01/2024 15.00000 236,768 21,840
2 Shortfall 01/01/2023 14.00000 33,758 448 3235542
Total 33,995,216 3257182

© 2024 WTW. Proprietary and confidential,
w For WTW and WTW dient use only

wiws o.Coim
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26 Calculation of estimated maximum deductible contribution

All monetary amounts shown in US Callars

Based on Plan Year 2024

A Basic Maximum

1 Funding target 308,551,176
2 Target normal cost 8070567
3 Actuanal value of assets 297,109,806
4 50% of funding target 154,275,983
3 Additional funding target for future compensation or benefit increases 10,247,806
6 Basic maximum deductible contribution 184,035,331
B At-risk Maximum’
1 Funding target {at-risk assumptions) MNEA
2 Target normal cost (at-risk assumptions) R
3 Actuarial value of assets R
4 Atrisk maximum deductible contribution R
C Minimum Required Contribution 10,955 465
D Estimated Maximum Deductible Contribution 184,035,331

The estimated maximum deductible contribution applies to the tax year in which the plan year ends, and is
based on our understanding of IRC §404(a}{1). No regulatory guidance has been provided by the
IRS/Treasury. Allocations of costs to inventory have not been considered, and amounts deductible for
state income tax purposes may differ. Deductibility can be influenced by timing of contributions,
differences between fiscal year and plan year, and differences (if any) between the years to which prior
contributions were assigned for minimum funding purposes and the years in which they were deducted.
Our results have not been adjusted for non-deducted contributions included in the valuation assets, nor is
it clear that such adjustment is appropriate post-PPA. We recommend the plan sponsor review with tax
counsel| the tax-deductibility of all contributions as WTWW does not provide legal or tax advice.

In addition, the actuarial value of assets shown is the same as used for determining the minimum required
contribution. Thus contributions receivable {if any) are discounted at stabilized rates, and the limit on the
expected return on assets reflected in asset smoothing (if applicable) is the 3rd segment rate, reflecting
stabilized rates as expressly allowed by IRS Notice 2012-61 when the stabilized 3rd segment rate is
higher than the rate ignoring the corridors.

This limit has been determined without regard to the special rule of IRC §404{0)(2)(B) providing a
potentially higher maximum deduction based on at-risk assumptions, which is available for plans that are
not at risk.

Af-risk maximum applies only for plans not in at-risk status for puposes of determining maximum deductible contributions far
the plan year.

September 2024
wiwco.com
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2.7 Calculation of PBGC premium

All monetary amounts shown in US Callars

A Flat Rate Premium
1 Participant count date December 31, 2023
2 Total participants as of participant count date’ 2387
3 Applicable rate 101.00
4 Total flat rate premium 242087

B Variable Rate Premium
1 Assumptions and Methods Used to Determine Premium Funding Target

a. Premium funding target method Standard
k. Premium funding target method election date 207
¢. UVB valuation date January 1, 2024
d. Discount rates
i. First segment rate 5.01%
ii. Second segment rate 5.13%
iii. Third segment rate 5.15%
2 Premium Funding Target
a. Attributable to active participants 87,188,777
k. Attributable to terminated vested participants 17,370,606
c. Aftributable to retirees 190,795,361
d. Total premium funding target? 295,355,744
3 Market Value of Assets 282,708,572
4 Unfunded Vested Benefits 12,648 000
5 Uncapped Variable Rate Premium? 657 696
6 Maximum VRP* 1,644,342
7 Wariable Rate Premium 657 626
C Total PBGC Premium 889,793

The participant count fur PEBGC premium purposes may reflect permitted adjustments to exclude certain records including those
who became participants on this plan year begin date, certain alternate payees and multiple beneficiaries.

Reflects at-risk status, if applicable.

Using variable rate premium of 352 per 51,000 of unfunded vested benefits,

Using maximum per-participant premium of $656.

2024 WTW. Propristary and confidential.
For WTwW and WTW dient use only
wihweo.com
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Section 3 : Participant data

31 Summary of participant data

All monetary amounts shown in US Callars

GCensus Date 01/01/2024! 01/01/2023
A Active Employees
1 Mumber 1,107 1128
2 Average plan compensation 93 249 83579
3 Average age 4389 4366
4  Average credited service 717 970
B Participants with Deferred Benefits
1 Mumber 3 372
2 Average age 5123 5172
3 Participants with deferred annuity benefits
a. Total annual deferred annuity benefits 1,948 669 1,991,800
b.  Awverage annual deferred annuity benefits 6413 6485
4 Participants with account balance benefits
a. Total account balance benefits 2,928 651 2,149,356
k. Average account balance benefits 19,655 17,474

C Participants Receiving Benefits

1 Mumber 930 928

2 Tetal annual pension 17,300,607 17,454,593

3 Awverage annual pension 18,603 18,849

4  Average age 7288 ¥2.40
5 Distribution at January 1, 2024

Age Number Annual Pension

Under 55 2 4,759

55-59 19 494 800

60-64 97 2,425,695

65-69 242 4,732,240

70-74 264 5,016,234

75-79 159 2.502,131

50-34 83 1,281,434

&5 and over 64 836,558

Headcounts as of 01/01/2024 reflect 46 alternative payees, 15 of whom have survived the onginal participant.

September 2024
wiwco.com
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3.2  Participant reconciliation

SCHEDULE G-2.1
ATTACHMENT A
Page 89 of 362

Retirement Income Plan

Currently
Deferred Receiving
Active Inactive Benefits Total
1 Included in January 1, 2023 valuation 1,128 372 926 2426
2 Change due to:
a. Mew hire and rehire E8 (3 o B5
b.  MNon-vested termination 19 {13y
¢ Wested termination (39 38 0
d. Retirement {10y {14y 24 0
e. Disability 0 0 0 0
f. Death 3] @) (26) (30)
g. Mew beneficiary 73 7 13
h. Cashout (17 (8) 0 (25)
i.  Miscellaneous (23 1 1 (23
.  Metchange (21} 19 4 2
3 Included in January 1, 2024 valuation’ 1,107 391 830 2428

Headcounts as of 01/01/2024 reflect 46 alternative payees, 15 of whom have survived the onginal participant.

2024 WTW. Propristary and confidential.
For WTwW and WTW dient use only
wihweo.com
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3.3 Age and service distribution of participating employees

Number distributed by attained age and attained years of credited service

Attained Years of Credited Service'

10-14 18-19

30-34 113 4 1 2 4 ] 1 0 1] "] 1] ] 0 125
35-39 18 15 7 2 3 -] 14 1 ] 0 0 0 0 166
40-44 B4 -] 10 1 0 14 15 12 2 0 L] ] 0 144
45-48 51 1 10 3 B 18 12 12 a 3 o (1] o 120
50-54 44 6 6 3 4 15 o] 18 18 3 12 '] 0 153
55-59 20 2 2 0 2 ] 15 16 14 12 15 7 0 114
8054 B ] o 2 1 3 -] -] 10 12 12 10 B
6568 3 0 1 0 1 1 1 3 3 L] 3 4 5
70 & over o 0 1 o o 0 0 0 ] 0 o ] 3 4
Total 559 52 ] 25 25 B8 E <] 70 49 34 42 21 16 1107
Average: Age 44 Number of Participants: Fully vested B85 Males an

Service T Partially vested o Females 296

Cansus data as of January 1, 2024

' Age and service for purposes of determining category are based on exact (not rounded) values.

September 2024
e wiw
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Section 4 : Adjusted Funding Target
Attainment Percentage (AFTAP)

El Paso Electric Company retained Willis Towers Watson US LLC (“WTW) to perform a valuation of its
pension plan for the purpose of measuring the plan's AFTAP for the plan year beginning January 1, 2024
in accordance with ERISA and the Internal Revenue Code. This valuation has been conducted in
accordance with generally accepted actuarial principles and practices.

The enrolled actuaries making this cerification are members of the Society of Actuaries and other
professional actuarial organizations and meet their “Qualification Standards for Actuaries Issuing
Statements of Actuarial Opinion in the United States.”

We hereby certify that the plan's AFTAP for the plan year beginning January 1, 2024 is 88.67%. This
percentage is based on the assumptions, participant data, and plan provisions we relied upon to prepare
the results shown in this report, reflects the valuation limitations discussed in this report and is also based
on the following additional information:

Annuity Purchases

= El Paso Electric Company's representation is that there were no annuity purchases for nen-highly
compensated employees made by the plan in the plan years beginning in 2022 and 2023,

Funding Balances
»  Qur understanding is that El Paso Electric Company has elected to apply the plan’s funding balances
as of the first day of the 2023 plan year to the 2023 minimum required contribution as follows.

Allmonetary amounts shown in US Collars

Date Amount

February 23, 2024 11,776,311
Total 11,776,311

«  Our understanding is that the plan is not subject to a deemed election to reduce the funding balances
in 2024.

+  Qur understanding is that El Paso Electric Company has elected to apply the plan's funding balances
as of the first day of the 2024 plan year to the 2024 minimum required contribution as follows:

£ 2024 WTW. Propristary and confidential.
w For WTW and WTWW client use only.
whweo.com
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All monetary amounts shown in US Callars

Date Amount

March 8, 2024 2944073
July 15, 2024 2,944 078
Total 5,888,156

Cur understanding is that El Paso Electric Company has not elected to reduce the plan’s funding
balance as of the first day of the 2024 plan year.

Qur understanding is that El Paso Electric Company has elected to increase the prefunding balance
as of the first day of the 2024 plan year as follows:

All monetary amounts shown in US Callars

Date Amount

January 1, 2024 5,135,838
Total 5,135,938

Contributions

«  Qurunderstanding is that El Paso Electric Company has made the following employer contributions
after December 31, 2023 and before September 15, 2024, for the 2023 plan year, as follows:

All monetary amounts shown in US Callars

January 31, 2024 188,000
February 2, 2024 189,000
March 12, 2024 663,000
April 3, 2024 660,000
May B8, 2024 660,000
June 4, 2024 660,000
July 8, 2024 660,000
August 2, 2024 660,000
September 4, 2024 660,000
Total 5,000,000

Subsequent Events
We have relied on all the information provided as complete and accurate. The results presented in this
report are directly dependent upon the accuracy and completeness of the underlying data and information.

Any material inaccuracy in and such inaccuracies, as corrected by El Paso Electric Company, may
produce materially different results that could require that a revised report be issued.

« There were no plan amendments that took effect in the current plan year.

s There were no unpredictable contingent event benefits {UCEBs) that took effect in the current plan
year.

e There were no previously suspended accruals restored during the current plan.

September 2024
wiwco.com
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28 Retirement Income Plan
Elections

The plan sponsor selected, as prescribed by regulations under the Pension Protection Act of 2006 (PPA),
key assumptions and funding methods (including the mortality assumption, asset valuation method and
the choice among prescriped interest rates) employed in the development of the results presented in this
report and communicated them to us in the letter dated September 13, 2024,

In making this certification, we relied on asset, contribution, funding balance election, and annuity
purchase information provided by El Paso Electric Company, including dates and amounts of contributions
made to the plan through the date of this cerification, dates and amounts of funding balance elections by
El Paso Electric Company through the date of this certification, and amounts of annuity purchases for non-
highly compensated employees in the past two years, as shown above. We have reviewed this
information for overall reasonableness and consistency but, consistent with the scope of our engagement,
have neither audited nor independently verified this information. ¥We do not certify to the accuracy or
completeness of asset, contribution, funding balance election and annuity purchase information, and this
certification relies on and is contingent on the accuracy and completeness of this information.

£ 2024 WTW. Propristary and confidential.
w For WTW and WTWW client use only.
whweo.com
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Retireament Income Plan

The development of the AFTAP is shown below:

Allmonetary amounts shown in US Collars

SCHEDULE G-2.1
ATTACHMENT A
Page 74 of 362

Plan Year Beginnin 01/01/2024

Actuarial value of assets as of January 1, 2024

Funding standard carryover balance at January 1, 20242
Prefunding balance at January 1, 2024131418

Funding target {disregarding at-risk assumptions)
AVASfunding target (disregarding at-risk assumptions)
Assets for AFTAP calculation?

Annuity purchases for NHCEs during 2022 and 2023

287,109,808

0

30,957 235

300,147,767

98.98%

266,152,571

0

Reflection of Post-Valuation Date Events not Previcusly Reflected

Increase in funding target (disregarding at-risk assumptions) for 2024
amendments/UCEBs/restored accruals*

IRC %436 contributions made to enable plan amendments/JCEBsTestored
accruals to take effect’

Adjusted funding target, disregarding at-risk assumptions, {includes NHCE
annuity purchases for the prior two years and post-valuation date
amendments)

Adjusted assets (includes NHCE annuity purchases for the prior two years
and post-valuation date IRC §436 contributions)

N/A

MNA

MNA

MNA

Specific AFTAP

Adjusted Funding Target Attainment Percentage [AFTAP)

88.67%

Reflects discounted contributions made for the 2023 plan year enly if paid on or before the certification date. Includes security

posted by the beginning of the plan year in the form of a bond or cagh held in escrow.

Reflects elections made to-date (other than elections to apply the funding balances to 2024 MRC), and reflects any elections to

revoke excess Use.
AVA If AVAFUNding Target (disregarding at-risk assumptions) »=100% othenwise (AvVA-Tunding balances).

If amendmentsAJCEBs/Testored accruals (i) took effect before this specific certification, {ii) were net reflected in the funding

waluation and (i) require AFTAP recertification, or if AFTAP recerification is not required but the plan sponsor decides to reflect

the amendment/UCEBs/restared accruals in the specific AFTAP certification.
Ciscaurted to January 1, 2024 uging the 2024 plan year effective interest rate.

September 2024
wiwco.com
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Immediate Implications of AFTAP Certification

We believe that the certified AFTAP of 88.67% for the 2024 plan year has the following implications for
benefit limitations described in IRC §436. El Paso Electric Company should review these conclusions with
ERISA counsel:

«  Benefit accruals called for under the plan without regard to IRC §436 must continue.
«  Accelerated distributions called for under the plan without regard to IRC §4386 must continue in full,

«  Amendments that increase benefits must be evaluated at the time they would take effect to determine
if they are permissible.

«  Plant shutdown and other UCEBs must be evaluated at the time they would take effect to determine if
they are permissible. However, El Paso Electric Company has advised us that the plan does not
provide any benefits that would constitute UCEBs.

Implications of 2024 AFTAP for Presumptions in Next Plan Year

Because the AFTAP for the 2024 plan year is at least 80% but less than 90%, the presumed AFTAP for
the 2025 plan year would decline 10 percentage points on April 1, 2025 if the 2025 plan year AFTAP has
not yet been certified. Based on our understanding of the application of IRC §436 to the Retirement
Income Flan for Employees of El Paso Electric Company, as described above, we believe this decline in
presumed AFTAP would cause accelerated distributions to be partially restricted. El Paso Electric
Company should confirm these effects with your counsel.

Note however, that adoption of plan amendments and/or payment of UCEBs may change this result.

Katherine Pitzinger
Associate Director, Retirement

23-08096
September 26, 2024

David Anderson

Senior Director, Retirement
23-07483

Septemnber 26, 2024

Willis Towers Watson US LLC

September 2024

£ 2024 WTW. Propristary and confidential.
w For WTW and WTWW client use only.
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Appendix A : Statement of actuarial
assumptions, methods and data sources

Assumptions and methods for contribution purposes

Interest rate basis

+«  Applicable month January
+ Interest rate basis Segment Rates from Valuation Date
Interest rates Reflecting Not Reflecting
Stabilization Stabilization
i 475% 4.37%
« First segment rate
o, o,
= Second segment rate 4.96% 4.96%
+  Third segment rate 5.59% 4.95%
5.18% 4.92%

« Effective interest rate

As permitted by law, rates reflecting stabilization are used to determine the funding target and target
normal cost, and thus the minimum required contribution under IRC §430 for the plan. Because these
assumptions are subject to a corridor based on average interest rates over a 25-year period, they may
differ from (and currently are higher than) current market interest rates, and may be inconsistent with
other economic assumptions used in the valuation.

Rates not reflecting stabilization are used to determing PBGC variable rate premiums if the alternative
method is used, and are used to determine the PBGC FTAP and the PBGC 4010 F5.

Annual rates of increase

o Rate of Base Pay
+« Compensation: Increase

25 5.00%
30 7.00%
35 6.00%
40 5.00%
45 4.00%
50 350%
55 3.00%
80 250%
65+ 2.00%

+  Statutory limits on compensation 250%

September 2024
wiwco.com
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32 Retirement Income Plan
Plan-related expenses $899,793
Cash balance interest crediting rate 4.03%

Demographic Assumptions

Inclusion date The valuation date coincident with or next following the date on which the
employee becomes a participant.

New or rehired It was assumed there will be no new or rehired employees.
employees
Mortality

= Healthy Separate rates for non-annuitants and annuitants based on Pri-2012

“Employses® and “Healthy Annuitants” {participants and benseficiaries
combined) tables, respectively, without collar or amount adjustments and
then projected forward with a generational projection as specified in the
regulations under §1.430(h}{3)-1 using the IRS adjusted Scale MP-2021 {i.e.,
MP-2021 with no mertality improvement for 2020-2023 and future mortality
improvement capped at 0.78% for years after 2024).

+ Disabled Same as described above for Healthy Mortality

Termination Rates varying by age

Representative Termination Rates

Percentage leaving during the year

Aftained Age Males and Females
20 7.00%
25 6.40%
30 5.65%
35 4.90%
40 4.15%
45 3.40%
50 2.685%

2024 WTW. Propristary and confidential.
For WTwW and WTW dient use only
wihweo.com
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Disabhility

Retirement

Benefit
commencement date:

Preretirement
death benefit

Deferred vested
benefit

Disability benefit

September 2024

wiwco.com

The rates at which participants become disabled by age and gender are
shown below:

Percentage becoming disabled during the year

Age Males and Females
20 0.14%
25 0.15%
30 0.16%
35 0.18%
40 0.30%
45 0.45%
30 0.69%

Rates varying by age

For purposes of determining the Funding Target and Target Normal Cost
{both disregarding at-risk assumptions), the rates at which participants retire
by age are shown helow.

Percentage assumed to retire during the year

Active Participants

Final Average Pay

Reduced Early  Unreduced Terminated Vested

Age Retirement Retirement Cash Balance Participants
55-59 4% 6% 8% 0%
60-61 4% 10% 8% 0%

62 12% 20% 8% 0%
63-64 12% 12% 12% 0%

65 20% 20% 20% 90%
66-69 20% 20% 20% 0%

70+ 100% 100% 100% 100%

The later of the death of the active paricipant or the date the participant
would have attained age 55

For participants under 65, assumed commengement age 69, otherwise, age
70

Upon disablement

2815
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34

*  Retirement
benefit

Formm of payment

+ Final Average
Pay Participants

» Cash Balance
Participants

Lump Sum & Annuity
Conversion

Percent married

Spouse age

Covered pay

Retirement Income Plan

Upon termination of employment

50% are assumed to elect a Single Life Annuity and 50% are assumed to
elect a 100% Joint and Survivor Annuity

90% of participants are assumed to elect a lump sum form of payment and
10% are assumed to elect a Single Life Annuity. Lump sums were valued
using the substitution of annuity form under IRS Regulation §1.430{d)-1({{4)
without application of generational mortality.

Cash balances are converted to annuities using "annuity substitution” with
valuation interest rates and the “applicable mortality table” under Code
Section 417(e)(B). Cash balance participants’ frozen FAP bansefits are
converted to lump sum using “annuity substitution” with valuation interest
rates and the “applicable mortality table™ under Code Section 417(e)(B).

75% of participants eligible for pre-retirement death benefits are assumed to
have an eligible spouse.

Wife three years younger than husband.

Assumed plan compensation for the year beginning on the valuation date
was determined as an employee's annualized rate of basic compensation,
excluding overtime, bonuses, expense allowances, profit sharing, and any
other extra compensation in any form.

Valuation date

Funding target

Target normal cost

First day of plan year

Present value of accrued benefits as required by regulations
under IRC §430.

Present value of benefits expected to accrue during the plan
year plus plan-related expenses expected to be paid from
plan assets during the plan year as required by regulations
under IRC §430.

2024 WTW. Propristary and confidential.
For WTwW and WTW dient use only
wihweo.com

2816



EL PASO ELECTRIC COMPANY

2025 TEXAS RATE CASE FILING

SCHEDULE G-2.1: PENSION EXPENSE

SPONSOR: STEVEN SIERRA

PREPARER: EN LI

FOR THE TEST YEAR ENDED SEPTEMBER 30, 2024

Retireament Income Plan

Decrement timing

Actuanal value of assets for
determining minimum required
contributions

Benefits not valued

Sources of Data and Other Information

SCHEDULE G-2.1
ATTACHMENT A
Page 80 of 362

32

The appreach used is called rounded middle of year (rounded
MOY) decrement timing. Most events are assumed to occur
at the middle of year during which the eligibility condition will
be met or the start/end date will occur. For death and
disability decrements, the rate applied is based on the
paricipant's rounded age (nearest integer age) at the
beginning of the year, to align with the methodology generally
used to create those rate tables.For retirement and
withdrawal decrements: the age is generally the participant’s
rounded age at the middle of the year.

Average of the fair market value of assets on the valuation
date and 3, 6,8, 12, 15, 18, 21, and 24 months preceding the
valuation date, adjusted for contributions, benefits,
administrative expenses and expected earnings (with such
expected earnings limited as described in IRS Notice 2009-
22). The average asset value must be within 10% of market
value, including discounted contributions receivable
{discounted using the effective interest rate for the 2023 plan
year).

The method of computing the actuarial value of assets
complies with rules governing the calculation of such values
under the Pension Protection Act of 2008 (PPA). These rules
produce smoothed values that reflect the underlying market
value of plan assets but fluctuate less than the market value.
As a result, the actuarial value of assets will be lower than the
market value in some years and greater in other years.
However over the long term under PPA's smoothing rules,
the method has a significant bias to produce an actuarial
value of assets that is below the market value of assets.

All benefits described in the Plan Provisions section of this
report were valued, WTWV has reviewed the plan provisions
with the plan sponsor and, based on that review, is not aware
of any significant benefits required to be valued that were not.

The plan sponsor furnished participant da

ta as of January 1, 2024. Information on assets, contributions

and plan provisions was supplied by the plan sponsor. Data and other information were reviewed for
reasonableness and consistency, but no audit was performed. Based on discussions with the plan
sponsor, assumptions or estimates were made when data were not available. A summary of these
assumptions can be found in our email dated June 6, 2024.
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Retirement Income Plan

Ve are not aware of any errors or omissions in the data that would have a significant effect on the

results of our calculations.

Assumptions Rationale - Significant Economic Assumptions

Discount rate

Cash Balance Interest crediting
rate

Annuity conversion rate

Plan-related expenses

Rates of increase in:

«  Compensation
+ Increases in statutory limits

(CPl}

¢ Assumed return for asset
smoothing

Healthy Mortality

Disabled Mortality

The basis chosen was selected by the plan sponsor from among
choices prescribed by law, all of which are based on observed
market data over certain periods of time.

The interest crediting rate is equal to the daily 30-year treasury
rate at the December 31 measurement date, but with a minimum
interest credit rate of 3.80%.

As required by IRC §430, cash balances are converted to
annuities using “annuity substitution”, so that the interest rates
assumed are effeclively the same as described above for the
discount rate.

As required by regulations, plan-related expenses are calculated
by estimating the expenses to be paid from the trust during the
coming year {(including, for example, expected PBGC premiums
and actuarial, accounting, legal, administration and trustee fees
to be paid from the trust).

Assumed compensation increases were chosen by the plan
sponsor based on an experience study conducted in 2023,

The assumed CPI increases are based on forecasts prepared by
Russell Investments.

The assumed return used for asset smoothing is the third
segment rate.

Assumptions used for funding purposes are as prescribed by IRC
§430(h).

Assumptions used for funding purposes are as prescribed by IRC

§430(h).
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Termination

Disabhility

Retirement

Benefit commencement date for
deferred benefits:

«  Preretirement death benefit

«  Deferred vested benefit

Form of payment

Percent married

September 2024
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Termination rates were based on an experience study conducted
in 2023, with annual consideration of whether any conditions
have changed that would be expected to produce different
results in the future.

Disability rates were selected by the plan sponsor with annual
consideration of whether any conditions have changed that
would be expected to produce different results in the future. We
believe this assumption does not significantly conflict with what
would be reasonable.

Retirement rates were based on an experience study conducted
in 2023, with annual consideration of whether any conditions
have changed that would be expected to produce different
results in the future.

Surviving spouses are assumed to begin benefits at the earliest
permitted commencement date because ERISA requires benefits
to start then unless the spouse elects to defer. If the spouse
elects to defer, actuarial increases from the earliest
commencement date must be given, so that a later
commencement date is expected to be of approximately equal
value, and experience indicates that most spouses do take the
benefit as soon as it is available.

Based on plan sponsor’s historical experience reviewed during
the 2023 experience study, and expectations for the future with
periodic adjustment based on observed gains and lpsses.

The percentage of retiring participants assumed to take lump
sums or an annuity is based on historical experience reviewed
during the 2023 experience study, and best expectations for the
future with consideration of whether any conditions have
changed that would be expected to produce different results in
the future.

The assumed percentage married is based on historical
experience of marital statuses, with consideration of changes
expected to occur in marriage patterns of retirement age
individuals in the future.

2819



EL PASO ELECTRIC COMPANY
2025 TEXAS RATE CASE FILING
SCHEDULE G-2.1: PENSION EXPENSE

SPONSOR: STEVEN SIERRA SCHEDULE G-2.1
PREPARER: EN LI ATTACHMENT A
FOR THE TEST YEAR ENDED SERTEMBER 30, 2024 Page 83 of 362
38 Retirement Income Plan
Spouse age The assumed age difference for spouses is based on plan

sponsor expectations.

Prescribed Methods

Funding methods The methods used for funding purposes as described in Appendix
A, including the method of determining plan assets, are
“prescribed methods set by law”, as defined in the actuarial
standards of practice (AS0Ps). These methods are required by
IRC §430, or were selected by the plan sponsor from a range of
methods permitted by IRC §430.

Changes in Assumptions and Methods

Change in assumptions since The segment interest rates used to calculate the funding target
prior valuation and target normal cost were updated to the current valuation date
as reguired by IRC §430.

The mortality table used to calculate the funding target and target
normal cost was updated to include one additional year of
projected mortality improvement, as required by IRC §430.

The assumed plan-related expenses added to the target normal
cost were changed from $1,664,124 for the prior valuation to
$888 793 for the current valuation.

The cash balance interest crediting rate assumption was updated
from the plan minimum of 4.30% to 4.03% based on 30-year
treasury yields.

The retirement rates were updated o reflect observations found in
an experience study conducted in 2023

The termination rates were updated to reflect observations found
in an experience study conducted in 2023,

The rate of base pay increases was updated to reflect
ohservations found in an experience study conducted in 2023.

The form of payment assumptions for the final average pay
participants were updated to reflect observations found in an
experience study conducted in 2023.

Change in methods since prior None
valuation
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Model Descriptions and Disclosures {in accordance with ASOP No. 56)

Guantify Quantify is the WTW centrally developed, tested and maintained
Global actuarial valuation system. It is used to perform valuations of
clients' benefit plans.

Quantify provides the ability to process data, calculate benefits and
value benefit liabilties, develop resulls using applicable standards,
and generate client reports.

Quantify parameters provide significant flexibility to model
populations and plan designs. Various demographic, economic and
benefit related assumptions exist for users to mode| multiple
demographic and econpomic situations.

Plan liakilities are calculated based on standard actuarial technigques,
developing actuarially reasonable results using the population and
parameters entered. The calculation and presentation of liabilities in
Quantify relies on the assumptions used and the reasonability of the
assumptions selected.

Quantify incorporates standard liakility methodologies that are
intended to reasonably reflect a variety of economic or demographic
conditions. The model itself does not evaluate any assumptions
entered for reasonableness, consistency or probability of occurrence.

Quantify is designed specifically for these purposes, and we know of
no material limitations that would prevent the system from being
suitable for these intended purposes. The actuaries signing this
report have relied on the actuaries who develop, test and maintain
this system, and have also performed a limited review of results to
ensure that system parameters have been set appropriately and plan
provisions coded correctly.

Published Demographic Certain demographic tables described above are standard published
Tables tables or are based on standard published tables from models
developed by organizations with the requisite expertise.

September 2024
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Appendix B : Summary of principal plan
provisions

Plan Provisions

The most recent amendment reflected in the following plan provisions was adopted on April 1, 2014,

Covered employees All employees,

Participation date Prior to April 1, 2014, each employee who has completed a year of
Eligibility Service shall become a Member in the plan. An
employee receives a year of Eligibility Service if he completes
1.000 or more Hours of Service within a 12-month period
commencing with his date of employment or any anniversary date.

Effective April 1, 2014, an employee hired or re-hired on or after
April 1, 2014 shall become a Cash Balance Member on his
employment commencement date or re-employment
commencement date. An employee hired or re-hired before
December 31, 2013 could affirmatively elect to become a Cash
Balance Member on April 1, 2014 to accrue future benefits under
the Plan as a Cash Balance Benefits rather than as final average
pay benefits. An employee who is hired or re-hired after
December 31, 2013 and before April 1, 2014 shall become a Cash
Balance Member on April 1, 2014.

Definitions

Vesting service One year for each 1.000-hour calendar year of employment with El
Paso Electric Company.

Benefit service:

+ Final Average Pay One year for each 1,000-hour calendar year of employment.

« Cash Balance Prior to January 1, 2014, a Member receives credit for one full
year for each Plan Year in which he completes 1,000 or more
hours of service. A Cash Balance Member (other than a Cash
Balance Member who is hired or re-hired after Deceamber 31, 2013
and before April 1, 2014) who completes at least one Hour of
Service during the period beginning January 1,2014 and ending
March 31, 2014 shall receive credit for 0.25 year of Benefit Accrual
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Service for the 2014 Plan Year. After March 31, 2014, no
additional Benefit Service shall be earned by a Cash Balance
Member.

Pensionable pay

An employee's annualized rate of basic compensation, excluding

overtime, bonuses, expense allowances, profit sharing, and any
other extra compensation in any form.

Average earnings:

« Final Average Pay

The monthly average of a participant’s pensionable pay computed

by summing his pensionable pay as of any date and for each of
the days beginning the four years preceding such date and
dividing by sixty.

+ Cash Balance

For a Cash Balance Member who is employed by the employer as

of April 1, 2014 and becomes a Cash Balance Member as of

April 1, 2014, the monthly average of a Member’s pensionable pay
computed by summing his pensionable pay as of March 31, 2014
and as of March 31 of the preceding four calendar years and
dividing by sixty.

Normal retirement date {NRD) First day of the month coinciding with or next following the
attainment of age 65 with five years of benefit service

Accrued benefit:

« Final Average Pay

The monthly accrued benefit payable as a single life annuity upon

Normal Retirement is the greater of (@), (b}, (c) or (d) below, less
any frozen benefit provided under group annuity contracts deemed
purchased prior to August 1, 1989 as illustrated in Appendix A of
the plan document:

{a) 1-1/4% of Average Monthly Earnings multiplied by years of
benefit service.

(b) $25.00 multiplied by years of projected benefit service at
noermal retirement date, not to exceed 10.

September 2024
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This amount multiplied by the ratio of years

of benefit service earned to date,

divided by years of projected benefit service at normal
retirement date. This benefit shall be no greater than $250
per month,
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Cash Balance

Pay Credits

Interest Credits

PENSION EXPENSE

SCHEDULE G-2.1
ATTACHMENT A

Retirement Income Plan

{cy Amount of benefit payable in accordance with the Plan in effect
on June 30, 1982 with Earnings frozen at the rate on June 30,
1982.

{dy Amount of accrued benefit eamed as of October 17, 1980
under the prior benefit formula

The Accrued Benefit for a Cash Balance Member is
(a) plus (b}, as follows:

{a) The benefit accrued under the Plan pricr to becoming a Cash
Balance Member, as determined under the Final Average Pay
formula above.

{b)y The Cash Balance Account, consisting of pay credits and
interest credits.

For each Plan Year beginning on January 1, 2014, a Cash
Balance Member shall receive a pay credit to his Cash Balance
Account as of the last day of the Plan year (or termination date, if
earlier). The pay crediting rate is based on the member's age and
years of Vesting Service, as shown below:

Age Plus Vesting Percentage of Base Pay for the

Service Plan Year
Less than 30 3.00%
30-39 4.00%
40-48 5.00%
50-59 6.00%
60-69 7.00%
70-79 8.00%
80 or More 9.00%

Interest credits are allocated to the Cash Balance Account as of
the last day of each month. The interest credit is determined by
multiplying the Cash Balance Account as of the last day of the
preceding month by the 30-Year Treasury Bond Rate for the
manth, which when compounded monthly for the 12 months of the
Plan Year, is equal to the 30-Year Treasury Bond Rate for August
of the preceding year {(but no less than 3.80% for the Plan Year,
compounded monthly).
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Monthly preretirement death
benefit:

Before Normal Retirement Age Payable upon the death of a participant employed by the
Company who had completed S years of Vesting Service. If the
paricipant dies before attaining age 50 with 10 years of service,
the amount payable to the spouse, to whom the participant was
legally married during the one year period immediately preceding
his death, is 50% of the amount the participant would have been
entitled to had the participant separated from service on the date
of his death, survived to the earliest retirement age, retired with an
immediate qualified joint and survivor annuity and died the
dayafter the earliest retirement age. If the participant dies after
attaining age 50 with 10 years of service, the amount payable to
the eligible spouse is 50% of the participant's Accrued Benefit,
commencing immediately.

After Normal Retirement Age If the participant dies after his Mormal Retirement Age but before
benefit payments commence, survivorship benefits will be paid in
accordance with the form in which the participant's benefits would
be paid if he had retired on the first day of the month following his
date of death.

Eligibility for Benefits

Normal retirement Retirement on NRD.

Early retirement:

« Final Average Pay After attainment of age 55 and completion of 5 years of Vesting
Service, the participant may elect to commence his Accrued
Benefit on a reduced basis prior to age 65. If the participant retires
with at least 20 years of Vesting Service, he may receive his
Accrued benefit as early as age 82 without any reduction. If the
sum of the participant's age and years of Vesting Service equals
or exceeds 85, he may receive his Accrued Benefit without any
reduction.

« Cash Balance Early retirement under the plan is age 55 and completion of 3
years of Vesting Service.

Postponed retirement Retirernent after NRD.

September 2024
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Deferred vested termination

Disabhility

Preretirement death benefit

Retirement Income Plan

Termination for reasons other than death or retirement after
completing five years of vesting service for a Final Average Pay
participant or three years of vesting service for a Cash Balance
Member.

Permanent and total disability prior to NED, and participant is
receiving a Social Security disability benefit.

Death while eligible for normal, early, postponed, or deferred
vested retirement benefits, with a surviving spouse.

Benefits Paid Upon the Following Events

Normal retirement

Early retirement:

= Final Average Pay

+ Cash Balance

Postponed retirement

Deferred vested termination:

« Final Average Pay

The monthly pension benefit determined as of NRD.

The monthly pension benefit determined as of NRD reduced
6.667% for each of the first five years and 3.333% for each of the
next five years that payment precedes the participant’s NRD.

The frozen accrued benefit excluding his Cash Balance Benefits
determined as of NRD actuarially reduced to the commencement
date. The Cash Balance Benefit determined as of the
commencement date will be actuarially reduced to be equivalent to
the member's Cash Balance Account.

The monthly pension benefit determined as of the actual
retirement date.

The participant may elect to commence as early as their Early
Retirernent with the monthly pension benefit determined as of
NRD reduced 6 667% for each of the first five years and 3.333%
for each of the next five years that payment precedes the
paricipant's NRD.
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« Cash Balance The frozen accrued benefit excluding Cash Balance Benefits will

be payable as of NRD or may elect to commence at any time after
termination with actuarial reductions. 100% of the Cash Balance
account is payable on the first day of any month following
termination.

Disablement:

+ Final Average Pay Payable to a participant beginning at NRD after becoming totally
and permanently disabled while employed by the Company. The
annuity payable is based on Average Monthly Earnings at date of
Disability and Benefit Service, including all credit for all years while
disabled, at NRD. The qualified joint and spouse survivor death
benefit will apply.

« Cash Balance Payable to a participant immmediately after becoming totally and
permanently disabled while employed by the Company. The benefit
payable is the Frozen Final Average Pay Accrued Benefit as of
March 31, 2014 and the Cash Balance Account based on
Earnings and Vesting Service through date of Disability.

Preretirement death If participant has attained age S0 and earned at least 10 years of
vesting service, then the monthly preretirement death benefit
payable on behalf of an active employee is unreduced for form of
payment and early retirement.

In all other cases, the monthly preretirement death benefit payable
is reduced 6.667% for each of the first five years and 3.333% for
each of the next five years that payment precedes the participant's

NED.
Other Plan Provisions
Formms of payment Preretirement death benefits are payable only as described above,

Maonthly pension benefits are paid as described above as a life
annuity, if the participant has no spouse as of the date payments
begin, or if the participant so elects. Otherwise, benefits are paid in
the form of @ 50% joint and survivor annuity option or, if the
paricipant elects and the spouse consents, another actuarially
equivalent optional form offered by the plan. Optional forms are a
25%, 75% and 100% joint and survivor annuity, a ten-year certain
and life annuity, {for married participants) a life annuity, or (for
Cash Balance Members) a lump sum distribution.

September 2024
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Actuarial equivalence for annuity forms uses the 1971 Group
Annuity Mortality Table for males, set back three years, and an
interest rate of 6% compounded annually. Actuarial equivalence
for lump sum purposes is the “applicable mortality table” under
Code Section 417(e)(3)(B) and the “applicable interest rate” under
Code Section 417(e)(3)(C) determined as of the fifth month
immediately preceding the first day of the Plan Year in which the
distribution is being made.

Pension Increases None

Plan participants’ contributions None

Automatic Cash Out Upon termination of service, if the lump sum value of the accrued
benefit is less than $1,000, the lump sum amount is paid as soon
as practical after termination

Maximum limits on benefits and All benefits and pay for any calendar year may not exceed the

pay maximum limitations for that year as defined in the Internal
Revenue Code. The plan provides for increasing the dollar limits
automatically as such changes take effect.

Future Plan Changes

No future plan changes were recognized in determining pension cost or funding requirements. Willis
Towers Watson is not aware of any future plan changes that are required to be reflected.

Changes in Benefits Valued Since Prior Year

There have been no changes in benefits valued since the prior year.
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Appendix C : Statement of funding-related

risks of plan in accordance with
ASOP No. 51

Potentially Significant Risks Associated with the Pian

The following sections discuss certain risks associated with the plan. The specific risks discussed below
do not represent a comprehensive list of all risks that could potentially affect the plan, its participants, the
sponsor, or any other party. In our professional judgment, we believe these risks to be most relevant to the
plan’'s future financial condition. Not all possible sources of risk were considered. \We have not evaluated
the ability or willingness of the plan sponsor (or members of their controlled group) to make contributions
to the plan when due, nor have we assessed the likelihood or consequences of potential future changes in
applicable law. Nothing contained in this report is intended to provide investment advice.

The results shown in this report rely on assumptions regarding future economic and demographic
experience, Actual future experience will deviate from the actuarial assumptions, and thus future actuarial
measurements and future contribution requirements will differ (perhaps significantly) from the current
measurements and contribution requirements presented in this report. Following is a discussion of some
of the risks that have the potential to significantly increase the future contributions needed to satisfy legal
requirements and secure the benefits of participants. While the discussion below focuses on elements that
can increase contributions, contributions may also significantly decline, although not below $0, if these
elements move in the opposite direction than discussed below. Nofe also that any assessment of the risk
provided befow is specufative and made by the actuary who may not have alf the information necessary to
evaluate the significance of the risk fo £f Paso Efectrdc Company or plan parficipants of changes in the
plan's funded status,; the plan sponsor and its advisors should consider the assessment and any reasons
given, and other information, and come to their own concfusions as fo the significance of the nsk
presented. A more complete understanding of these or other risks would reguire a separate analysis.
Such analysis would provide information about the consequences of different plausible experience and
about the severity of adverse experience that could be tolerated within a range of funding levels. We
recommend that such an analysis be performed or considered.

We also note that the financial condition of a plan, as well as the contributions caused by this condition,
tend to be highly leveraged amounts. When referring to a plan's financial candition below, we generally
mean the difference between the plan's assets and its liabilities. As each of these numbers is typically
much larger than their difference, even a small change in either one can cause a large percentage change
in the financial condition and the resulting contributions.
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wiwco.com

2829



EL PASO ELECTRIC COMPANY
2025 TEXAS RATE CASE FILING
SCHEDULE G-2.1: PENSION EXPENSE

SPONSOR: STEVEN SIERRA SCHEDULE G-2.1

PREPARER: EN LI ATTACHMENT A

FOR THE TEST YEAR ENDED SERTEMBER 30, 2024 Page 93 of 362
43 Retirement Income Plan

Financial Risks

Willis Towers Watson’s Cost & Risk Management Channel is updated each year based on the most recent
funding actuarial valuation and performs a high-level projection of funding requirements over the next few
years, taking into account the projected stabilized interest rates. El Paso Electric Company has access o
this tool as well as the ability to perform their own “what-if" scenarios if so desired. This tool can assist in
El Paso Electric Company's understanding and assessment of the financial risks in this plan.

Asset-Liability Mismatch Risk

There is generally a substantial risk to a plan’'s financial condition if the changes in asset values are not
matched by changes in the value of liabilities. This risk exists because much of the plan’s assets ara
invested in securities that would not be expected to move in any predictable pattern relative to plan
liahilities. That said, there is a portion of the plan’s assets which are invested in securities that are
expected to move in the same direction as liabilities, which may serve to partially mitigate a portion of this
risk.

Investment Risk

Much of the plan’s assets are invested in retumn-seeking asset classes that can experience volatile
returns. Several consecutive years of moderately poor returns or a single year of exceptionally poor
returns may cause a significant increase in minimum required contributions or in contributions required to
reach desired funding targets (e.g., to fully fund plan termination liability, to fully fund the plan under the
minimum funding rules, to avoid PBGC variable rate premiums or an ERISA §4010 filing, to avoid benefit
restrictions or to meet other goals of the plan sponsor). Failure to compensate for adverse investment
experience with increased contributions could result in further degradation of the funded status of the plan
over time, even if investments return at expected rates thereafter.

Generally there is a substantial risk to a plan’s financial condition if investment returns are lower than
expected. In this situation the risk is present because some of the plan’s assets are allocated to
investrments that would not be expected to move in any predictable pattern relative to plan liabilities.

Interest Rate Risk

The funding requirements use a measure of plan obligations based on recent high quality (rated A or
better) corporate bond yields, adjusted so that they do not deviate by more than a specified percentage
{which differs by year) from a 25-year average of such yields. Under current law the effect of the
averaging will decline over time because the specified percentage will be increased from the original 5%
to 30%. If current market yields are well below the 25-year average, interest rates used to measure
liabilities will decline, and the plan’s funded status will deteriorate.

There is generally a substantial risk to a plan’s financial condition due to changes in interest rates because
plan liabilities increase as interest rates decline. In this situation the risk is somewhat mitigated because
the plan's liabilities used to determine required contributions are determined based on stabilized interest
rates.
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Demographic Risks

The demographic risks discussed below are typically not as significant as the economic risks discussed
above since both the degree of variation from assumptions and the effect on funded status tend to be
smaller. However, situations do exist such as certain plan designs or corporate activity where the risks
below may be more significant.

Longevity Risk

Measurements of the plan obligations are based on the assumptions of participant longevity described in
Appendix A. Expert opinions about future longevity vary widely. If lifespans of plan participants exceed
those expected under the assumptions used in preparing the results presented in this report, future
measures of the plan obligation and future contribution requirements will gradually increase over time.
Furthermore, an emerging pattern of longer lifespans or new research that increases the plausibility of
longer lifespans may require a future adjustment in the meortality assumptions that results in a permanent
significant increase in the plan obligation measurements and contribution requirements.

Retirement Risk

The plan includes valuable early retirement subsidies. As a result, plan costs will increase if participants
retire at younger ages than assumed. This might occur, for example, if business conditions were to cause
reductions in force. Currently, retirements are expected to occur at various ages, using the retirement
rates summarized in Appendix A.

Lump Sum Risk

The planincludes an annuity conversion of the cash balance accounts determined using interest rates
under IRC §417(e). Due to the required use of annuity substitution under IRS funding rules, the amount of
funding target included in the valuation will differ from the actual annuity amounts.

The risk of plan financial decline due to this assumption is mitigated under the current HATFA legislation
given the funding target amount included in the valuation tends to exceed the actual annuity payments.

Other Risks

Additional risks exist, including but not limited to liquidity risk, inflation risk, business-specific risk, and
compliance risk. However, at this time we do not believe these risks to be as relevant or significant to the
plan’s future financial condition as those outlined above. It is possible one or mare of these risks (in
addition to some that are not listed) could become more prevalent and significant in the future depending
on a wide range of factors including, but not limited to, changes in employee demographics, de-risking
activities, legislative changes, unexpected economic movements, etc.

September 2024
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Historical Information

The following information is provided to demonstrate how fair value of assets, funding target, and funded
percentage have varied over time. In order to better illustrate market movements, the effect of interest rate
stabilization {first enacted in the Moving Ahead for Progress in the 21st Century (MAP 21) and since
extended by subsequent legislation) has been excluded (i.e., the measures summarized below are
calculated without reflecting stabilized interest rates). Note that the asset values and funding targets
shown below were affected by the levels of plan sponsor contributions and benefits accruing, respectively,
in addition to interest rates, asset gains and losses, and other experience.

All monetary amounts shown in US Callars

Market Value of Funding Funded

Plan Year Assets Target Percentage
2024 277,810,445 308,551,176 90.04%
2023 271,670,914 358,335,573 75.81%
2022 389,309,758 393,052 569 99.05%
2021 375,327 497 370,706,150 101.24%
2020 327152316 330,215,292 99.07%
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Appendix D : Descriptions of funded status

measurcs
Calculations for Funding Ratios Chart in Section 1: Summary of Results
Prior Year Ratios
Purpose of Ratio Asset Measure Obligation Measure
4 Test ability to apply funding balances to current year AVA - PFB FTO
-1 gsgt-arly contribution exemption test for current AVA - F5CB - PFB FT
6 lﬁ-arirsk Prong 1 Test for current year AVA — FSCB - PFB FTO
7 At-risk Prong 2 Test for current year AVA -FSCB - PFB FTAR, but without loads

Current Year Ratios

Purpose of Ratio Asset Measure Obligation Measure

-

Test ability to apply funding balances to next years
MRC

2 Quarterly contribution exemption test for next year Same as for analogous Prior Year Ratio
3 At-nisk Prong 1 Test for next year
4 At-risk Prong 2 Test for next year
5 PBGC 4010 filing gateway test (PBGC FTAP) AVA -FSCB -PFB FTO ignoring interest rate
(to determine whether a filing is required next year stabilization
for the current plan year)
6 Exemption from establishing SAB in current year:
- |If PFB applied to current year MRC AVA - PFB FT
- |f PFB not applied to current year MRC AVA FT
7 Eliminate SABs in current year AVA - F5CB - PFB FT

Benefit Restriction Ratios

Year Ratio is

Purpose of Ratio for Plan Year Obligations Determined
Adjusted Funding Target [AVA if AVAIFTO >= FTO' + annuity Current
Attainment Percentage (AFTAP)—  100%; AVA - FSCB - purchases for NHCEs
Application of Benefit Restrictions PFB otherwise] + in previous 2 years
under IRC 436 annuity purchases for

NHCES in previous 2
years

If plan sponsor s In bankruptcy, FTO is calculated using interest rates that are not stabilized for purposes of restrictions on
accelerated payments

oo witw
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Definitions of terms

Term
FTAP

PBGC FTAP

FSCB

PFB

Funding balance

FTOQ

FTO ignoring stabilization

FTAR

FT

FS

PEGC 4010 F5

Short for
Funding target attainment percentage

FTAF for exemption from ERISA 4010

Funding standard carryover balance

Prafunding balance

FSCB + PFB

Cngoing funding target

FTO caleulated ignoring interast rate
stabilization

At-risk funding target

Funding target

Funding shortfall {surplus)

Funding shortfall for determining whether
a controlled group is exempt from an
ERISA 4010 filing

SCHEDULE G-2.1
ATTACHMENT A
Page 97 of 362

Retirement Income Plan

Definition
(AVA —FSCB - PFB)/FTO

{AVA — F3CB - PFB) / (FTQ ignoring
interest rate stabilization)

Accumulated contributions in excess of
those required in pre-PPA plan years,
less amounts applied to MRC or forfeited

Accumulated contributions in excess of
those required since PPA applied to the
plan, to the extent the plan sponsor
elected to create PFB, less amounts
subsaqueantly applied to MRC or forfeitad

Funding target as described in IRC 430,
ignorng at-risk assumptions; equals FT
for a plan that is not at-risk.!

Same as FTO if the full vield curve is
used, or stabilized segment rates fall
within the corriders

Funding target reflecting at-risk
assumptions and any applicable loads,
as described in [RC 430()}, with no
phasa-in

Funding target used to calculate MRC.

Equals:

= FTO ifthe plan is not at-risk.

+« FTAR ifthe plan has been at risk
for at least 5 consecutive plan
years.

« Otherwise, FTO + 20% * (# of
consecutive years at-risk) * (the
excess, if any, of FTAR over
FTO).

FT — (AVA —funding balances)

FT {ignoring interast rate stabilization) -
AVA

See FBGC reporing requirements
section of the report for more information.

If plan spansor is in bankruptey, FTO is calculated using interest rates that are not stabilized for purposes of restrictions on

accelerated payments.
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Term Short for
SAB Shortfall amortization base
THC Target normal cost
SAl Shortfall amortization installment
MRC Minimum required contribution
AWVA Actuaral value of assets
September 2024
wiweoo.com
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Definition

An SAE is established each year equal to
the F5 less the present value of the SAls
related to SABs established in earlier
years. A plan may be exempt from
establishing an SAB for a plan year in
accordance with the test in the Funding
Ratios chart in section 1

Present value of benefits expected to
accrue, and expensas expected to be
paid from plan assets, for the year.
Reflects at-risk assumptions if the planis
at-risk {phased-in if plan has been at-risk
for fewer than 5 consecutive years as
described above)

Amortization for an SAB established in a
particular year. SAls are eliminated if FS
is less than or equal to $0

THC plus SAls as of the valuation date
{assumes no funding waivers and plan is
not fully funded). See section 2.4 for
more details on this calculation

“Plan assets” under PPA, including
discounted receivables and reflecting any
smoothing. See section 2.3 for more
details
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El Paso Electric Company

Retirement Income Plan

Actuarial Valuation Report
Benefit Cost for Fiscal Year Beginning
January 1, 2023 under US GAAP

August 2023
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This report is confidential and intended solety for the information and benefit of the intended recipient thereof. R may not be
distributed to a third party uniess expressly allowed under the "Actuarial Certification” section herein.
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Purposes of valuation

El Paso Electric Company (the Company) engaged Willis Towars Watson US LLC ("WTW) to valus the
Company’s pension plan.

As requested by the Company, this report documents the results of an actuarial valuation of the
Retirement Incoma Plan for Employees of El Paso Elactric Company ({tha Plan) as of January 1, 2023,

The primary purpose of this valuation is to determine the Net Pericdic Benefit Cost/{Income) {Benefit
Cost), in accordance with FASB Accounting Standards Caodification Topic 715 (ASC 715) for the fiscal
year ending December 31, 2023. It is anticipated that a separate report will be prepared for year-end
financial reporting purposes.

Limitations

This valuation has bean conducted for the purposes described above and may not be suitable for any
other purpose. In particular, please note the following:

1. The expected contributions to the qualified pension plan{s) ware set at $1,700,000 as provided by EI
Paso Electric Company in January 2023 and matches the amount that we understand was disclosed
in December 31, 2022 financials.

Note that any significant change in the amounts contributed or expected to be contributed in 2023
from what is disclosed at December 31, 2022 may require disclosure in the interim financial
statements, but should not affect the expected return an plan assets absent a remeasurement far
anothar purpose.

2. There may be certain events that have occurred since the valuation date that are not reflected in the
currant valuation. Sea Subsaquent Events in the Basis for Valuation section bhalow for more
information.

3. This report is not intended to constitute a certification of the Adjusted Funding Target Attainment
Percentaga (AFTAP) under IRC §436 for any plan year.

4.  This report does not determine funding requirements under IRC §430.
This report does not provide information for plan accounting and financial reporting under ASC 960.

&. This report does not present liabilities on a plan termination basis, for which a separate extensive
analysis would be required. No funded status measure included in this repart is intended to assess,
and none may be appropriate for assessing, the sufficiency of plan assets to cover the estimated
cost of settling benefit abligations, as all such measures differ in some way from plan termination
obligations. In addition, funded status measures shown in this report do not reflect the current costs
of settling obligations by offering immediate lump sum payments to participants and/or purchasing
annuity contracts for the remaining participants {(e.g., insurer profit, insurer pricing of contingent
benefits andfor provision for anti-selection in the choice of a lump sum vs. an annuity).

August 2023
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7. The comparisans of plan obligations as detarmined for accounting and financial raporting purposes
to plan assets presented in this report cannot be relied upon to determine the need for nor the
amount of required future plan contributions. Nevertheless, such comparisans may be useful to
assess the nead for future contributions because they reflect current interest rates at the
measurement date in determining benefit obligations. However, asset gains and losses, demagraphic
axperience different from assumed, changes in interest rates, future benefit accruals, if any, and
other factors will all affect the need for and amount of future contributions. In additien, if a plan is not
required by law to be funded, benefit payments may also be paid directly by the plan sponsor as they
come dua.
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Section 1 : Summary of key results

1.1 Benefit cost, plan assets & obligations

All monstary amounts shown in US Dollars

Flscal Year Beginning 01/01/2023 01/01/2022
Beneflt Cost/ Net Periodic Benefit Cost/{income) {2,745,381) {2,627.713)
{Incoma)
Benefit Costf{Income) due to Special Events 0 0
Total Benefit Cost/{Income) {2,745381) {2,627.773)
Measurement Date 01/01/2023 01/01/2022
Plan Assets Fair Value of Plan Assets (FVA) 271,870,914 389,309,759
Market Related Value cof Plan Assets (MRWVA) 348,414,724 369,787,681
Actusl Retum on Fair Value of Plan Assets (24.99%) 10.17%
during Prior Year
Beneflt Accumulated Benefit Obligation {ABQ) (294,948,249) (393,328,341)
Obligations
Projected Benefit Obligation (PBO) (311,073,760) (424,001,787)
Funded Ratios Fair Value of Plan Assets to ABO 82.1% §9.0%
Fair Value of Plan Assets to PBO 87.3% 91.8%
Accumulated Net Prior Service Cost/{Credit) {3,074,144) {6,541,222)
Other
g:;fn':'ﬁ';:':e Net Loss/(Gain) 89,520,537 53,848,024
{Pra-tax) Total Accurnulated Other Comprehensive 86,448,393 77,407,802
{Income;}/Loss (pre-tax)
Assumptions Equivalent Single Discount Rate for Benefit 5.54% 2.97%
QObligations
Eguivalant Single Discount Rate for Sarvice 5.69% 3.18%
Cost
Eguivalent Single Discount Rate for Interest 541% 2.51%
Cost
Expected Long-Term Rate of Return on Plan 7.00% 7.00%
Assals
Rate of Compensation Increase 4.50% 4.50%
Particlpant Data  Census Date 01{01/2023 01{01/2022

August 2023
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1.2 Comments on resulis

The actuarial gains/{losses) due to demagraphic experienca, including any assumption changes, and
investment return different from assumed during the prior year were $109,431,335 and ${120,893,696)
respectively.

Change in net pericdic cost and funded position

The net periodic cost daclined from $(2,627,773) in fiscal 2022 to $(2,745,381) in fiscal 2023 and the
funded position declined from $(34,692,028) to ${39,402,848).

Significant reasons for these changes include the following:

+  The actual return on the fair value of plan assets since tha prior measurement date was less than tha
expected return on plan assets, which caused the funded position to deteriorate.

«  The singla equivalent discount rate usad to measurs PBO increased by 257 basis points compared to
the prior year, which reduced the net periodic cost and improved the funded position.

1.3 Basis for valuation

Appendix A summarizes the assumptions, methods and models used in the valuation. Appendix B
summarizes our understanding of the principal provisions of tha plan being valuad. Both of these
appendices include a summary of any changes since the prior valuation. Unless otherwise described
helow under Subsequent Evants, assumptions were salectad based on information known as of the
measurement date.

Subseguent events

None.

Additional information

None.

22023 WTW, Propristary and comfidential,
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Actuarial certification

This valuation has bean conducted in accordance with genarally accepted actuarial principlas and
practices. However, please note the information described below regarding this valuation.

Reliances

In preparing the results presented in this report, we have relied on information regarding plan provisions,
participants, assets, and sponsor accounting policies and methods provided by the Company and other
persons or organizations designated by the Company. See the Sources of Data and Other Information
saction of Appandix A for further details. We have relied on all the data and information provided as
complete and accurate. We have reviewed this information for overall reasonableness and consistency,
but have neither audited nor independently verified this information. Based on discussions with and
concurrance by tha plan sponsor, assumptions or astimates may hava been mads if data ware not
available. We are not aware of any errors or omissions in the data that would have a significant effect on
the results of our calculations. The results presented in this raport are directly dapendent upon the
accuracy and completeness of the undertying data and information. Any material inaccuracy in the data,
assets, plan provisions or ather information provided to us may have produced results that ara not suitabla
far the purposes of this report and such inaccuracies, as corrected by the Company, may produce
materially different results that could require that a revised report be issued.

Measurement of benefit obligations, plan assets and balance sheet adjustments
Consus date/measurament date

Tha measurement date is January 1, 2023. The benefit obligations were measured as of January 1, 2023
and are based on participant data as of the census date, January 1, 2023.

Plan assets and balance sheet adjustments

Information about the fair value of plan assets and the general ledger account balances for the benefit
plan cost at December 31, 2022, which reflect the expected funded status of the plan was reviewed for
reasonableness and consistency, but no audit was performed.

Accumulated other comprehensive (income)/lass amounts shown in the report are shown prior to
adjustment for tax effacts. Any tax effects in AOCI should be datermined by the Company in consultation
with its tax advisors and independent accountants.

August 2023
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Assumptions and methods under U.S. GAAP

As required by U.S. GAAP, the actuarial assurnptions and methads smployed in the development of the
benefit cost and other financial reporting have been selected by the Company. WTW has evaluated the
assumptions used and believes that they do not significantly conflict with what would be reasonable,
excopt for the expactad long-tarm rate of retum on plan assets selected as of January 1, 2023. WTW was
unable to evaluate the expected long-term rate of return on plan assets assumption due to a lack of
information about the assset classes in which the plans are invested. In addition, we belisva that the
combined effect of assumptions, ather than the assumptions selected by anather party that we have been
unable to assess for reasonableness, is expected to have no significant bias. See Appendix A far a
discussion of each significant assumption and our rationale for concluding that it does not significantly
conflict with what would be reasonable or our determination that we were unable to assess it.

U_S. GAAP requires that each significant assumption “individually represant the bast estimate of the plan’s
future experience solely with respect to that assumption.”

The results shown in this report have been developed based on actuarial assumptions that, to the extent
ovaluated by WTW, we consider to be reasonable. Other actuarial assumptions could also be considered
to be reasonable. Thus, reasonable results differing from those presented in this report could have been

developed by sslecting different reasonable assumptions.

A summary of the assumptions, methods and sources of data and other information used is provided in
Appendix A. Note that any subsequent changes in methods or assumptions for the January 1, 2023
measurameant date will changea the results shown in this report.

GCertain models {as described in ASOP No. 56) were used in preparing the information presented herein.
Further information on these models can be found in Appandix A

Nature of actuarial calculations

The results shown in this report are estimates based on data that may be imperfect and on assumptions
about future events that cannot be predicted with any certainty. The effects of certain plan provisions may
be approximeted, or determinad to be insignificant and tharefore not valued. Reasonable efforts ware
made in preparing this valuation to confirm that items that are significant in the context of the actuarial
lighilities or costs are treated appropriately, and are not excluded or included inappropriately. Any
rounding {or lack thereof) used for displaying numbers in this report is not intended to imply a degree of
precision, which is not a characteristic of actuarial calculations.
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If overall future plan experience produces higher bansfit payments or lower investment ratums than
assumed, the relative level of plan costs reported in this valuation will likely increase in future valuations
{and vice versa). Future actuarial measurements may differ significantly from the current measurements
presantad in this report duea to many factors, including: plan expearience differing from that anticipated by
the economic or demographic assumptions, changes in economic or demographic assumptions, increases
or decreases expacted as part of the natural aperation of the methodalogy used for the measurements
{(such as the end of an amortization periad), and changes in plan provisions or applicable law. Due to the
limited scope of our assignment, we did not perform an analysis of the potential range of such future
measuraments.

See Basis for Valuation in Section 1 above for a discussion of any material events that have occurred after
the valuation date that are net reflacted in this valuation.

Limitations on use

This report is provided subject to the terms set out herein and in our engagement letter dated January 24,
2023 and any accompanying or referenced terms and conditions.

Tha information contained in this report was prapared for the intarnal use of the Company and its
independent accountants in connection with our actuarial valuation of the pension plan as described in
Purposas of Valuation above. It is not intended for and may not be usad for other purposes, and we
accept no responsibility or liability in this regard. The Company may distribute this actuarial valuation
report to the appropriate authorities who have the legal right to require the Company to provide them this
raport, in which case the Company will usa best efforts to notify WTW in advance of this distribution.
Further distribution to, or use by, other parties of all or part of this report is expressly prohibited without
WTW's prior written consent. WTW accepts no raspansibility for any consequances arising from any other
party relying on this report or any advice relating to its contents.
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Professional qualifications

The undersigned ara members of the Society of Actuaries and meet the “Qualification Standards for
Actuaries Issuing Statements of Actuarial Opinion in the United States” relating to pension plans. Qur
objectivity is not impaired by any relationship between the plan sponsor and our employer, Willis Towers
Watsen US LLC.

Cax Koy

Cat Kenagy, FSA, EA
Senior Director, Retirement
23-074%90

August 18, 2023

David Anderson, ASA, EA
Senior Director, Retirament

23-07453
August 18, 2023
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Section 2 : Accounting exhibits

21 Balance sheet asset/{fiabifity)

All monstary amounts shown in US Dollars
Measurement Date 01/01/2023 01/01/2022

A Development of Balance Sheet Assetf{Liability)!

1 Projected bensfit obligation {PBO) {311,073,760) (424,001,787)
2 Fair value of plan assets (FVA) 2 271,670,914 389,308,759
3 Net balance sheet asset/(liability) (38,402,846) {34,692,028)

B Gurrent and Noncurrant Classification®

1 Noncurrent asset a 0
2 Cumentliability 0 0
3 Noncurrent liability (38,402,846) {34,692,028)
4  Net bslance sheet asset/(liability) (38,402,846) {34,692,028)
C Accumulated Benefit Obligation (ABO) {294,948,249) (363,329,341)

D Accumulated Other Comprehensive (Income)/Loss

1 Net prior service cost/{cradit) (3,074,144) (6,541,222
2 Nst lossi(gain) 89,520,537 §3,948,024
3 Accumulated other comprehensive {incomejfloss? 86,446,293 77.407 802

E Assumptions and Dates

1 Equivalent single discount rate for banefit obligations 5.54% 2.97%
2  Rate of compensation increase 4.50% 4.50%
3 Census date 01/01/2023 01/01/2022

! Whether any amourts in this table that differ from those disclosed at year-end must be disclosed in subsequent interim financial
statements should be determined.

2 Excludes recelvable contributions.

3 The current liability {for each underfunded plan) was measured as the discourited value of benefits expecied to be paid over the
next 12 months in excess of the feir value of the plan’s assets st the measurement date.

4+ Amount shown Is pre-tax and should be adjusted by plan sponsor for tax effects.

22023 WTW, Propristary and comfidential,
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2.2 Changes in plan chligations and assets

All menstary amounts shown in US Dollars

SCHEDULE G-2.1
ATTACHMENT A
Page 113 of 362

1

Pariod Beginning 0170172023 0170172022

A Change in Projectsd Bensfit Obligation (PBQ)
1 PBO at baginning of prior fiscal year 424 001,787 444 B05,475
2 Employar service cost 11,042 170 12,701,901
3 Interast cost 10,375,011 8,874 193
4 Actuarial loss/{gain) {108,431 235) {11,948 268)
5 Plan participants’ contributicns 0 0
6 Benefits paid from plan assets {23,291,122) {28,177 067)
7 Benefits paid from Company assets 0 0
& Administrative expenses paid ' (1.522,751) (2,254 449)
g Plan amendments 0 0
10 Acquisitions/{divestitures) 0 0
11 Curtailments 1] 1]
12 Setiemants 1] 1]
13 Specialicontractual termination benefits 1] 1]
14 PBO at baginning of current fiscal year 311,073,760 424,001,787

B Change in Plan Assets
1 Fair value of plan assets at baginning of prior fiscal year 389,309,759 375,327,497
2 Actual returm cn plan assets (04,424 072) 37113778
3 Employar contributions 1,700,000 7,300,000
4 Plan participants' contributicns 0 0
5 Benefits paid {23,391,122) (28,177,067)
& Administrative expenses paid (1.522,751) (2,254, 449)
7 Transfer payments 0 0
& Acquisiionsf(divestitures) 0 0
§ Setlements 0 0
10 Fair value of plan assets at beginning of current fiscal year 271,670,914 388,309,759

' Only If future expenses are accrued In PBO through a load on service cost.

August 2023
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2.3 Summary of net balances

All monetary amounts shown in US Dollars

A Summary of Prior Service Cost/(Credit) Bases

Measurement Original Amount Net Amount at Remaining Amortization Effect of Other Events
Date Established 01/01/2023 Amortization Amount in Curtailments
Period 2023
02/28/2014 (33,700,000) (2,074,144) 0.88668 3,074,144 0 0
Total (3,074,144) 3,074,144 0 0

All monetary amounts shown in US Dollars
B Summary of Net Loss/(Gain) (see Appendix A for a description of amortization method)

Net Amount at Amortization Effect of Other Events

01/01/2023 * Amount in Curtailments (Identify)
2023

89,520,537 0 0 0 0

' Before any immediate recognition on the same date.

© 2023 WTW, Propristary and confidential.
For WTW and WTW cllent use only
wiwco.com
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2.4 Development of plan assets for benefit cost

All monetary amounts shown in US Dollars

Fair Value Market-Related
Value
A Reconciliation of Plan Assets
1 Plan assets at 12/31/2021 389,309,759 389,787 681
2 Actual retum on plan assets (94,424,972) 1,840,918
3 Employer contributions 1,700,000 1,700,000
4 Plan participants’ contributions 0 0
5 Benefits paid (23,391,122) (23,391,122)
8 Administrative expenses paid (1,622,751) (1,522,751)
7 Acquisitions/(divestitures) 0 0
8 Settlements 0 0
9 Plan assels at 12/31/2022 271,670,914 348,414 724
B Rate of Return on Invested Assets
1 Weighted invested assets 377,925,293
2 Rate of retumn (24.99%)
C Investment Loss/(Gain)
1 Actual retum (94,424,972)
2  Expected retum 26,468,724
3 Loss/(gain) 120,893,696
D Market-Related Value of Assets
1 Fair value of plan assets at 12/31/2022 271,670,914
2 Deferred investment (gains) and losses for the last
3 years
Measurement (Gain)/l.oss Percent Percent Deferred
Year Ending (i) Recognized Deferred Amount
(i) (iii) (iv)  (v) = (ii) = (iv)
a 12/31/2022 120,893 696 33.33% 6B.67% 80,596,200
b 12/31/2021 (11,556,840) 66.67% 33.33% (3,852,390)
¢ 12/31/2020 (35,451,529) 100.00% 0.00% 0
Total 76,743,810
3 Market-relsted value of assets 348,414,724

e wtw
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Retirement Income Plan

2.5 Summary and comparison of benrefit cost and cash flows

All menstary amounts shown in US Dollars

Fiscal Yaar Ending 123172023 12312022
A Total Bensfit Cost
1 Employer sarvice cost 7,693,352 11,042,170
2 Intersst cost 18,251,576 10,375,011
3 Expected raturn on plan assets (23,6186,185) {25,334,760)
4 Subtotal 328763 (3,917,579)
5 Nat pricr service cost/(credit) amortization (3,074,144) {3,467,078)
8 Nst loss/{gain) amortization 0 4 756,884
7 Subtotal (3,074,144) 1,269,806
8 Net pariodic benefit costi(income) (2,745,381} {2,627,773)
8 Curailmant (gain)lloss a g
10 Settlement (gain)loss 0 0
11 Specialicontractual tarmination benefits 0 0
12 Total banefit cost (2,745281) (2,827.773)
B Assumptions (See Appendbc A for interim maasurements, if any)
1 Equivalent singla discount rate for benefit obligations 5.54% 2.97%
2 Equivalent single discount rate for service cost 5.89% 3.18%
3 Equivalent single discount rate for interest cost 5.41% 2.51%
4 Expected long-term rate of retum on plan assets 7.00% 7.00%
5 Rate of compensation increase 4.50% 4.50%
6 Census date 01/01/2023 01/01/2022
€ Plan Assets at Beginning of Year
1 Fair value 271670914 389,309,759
2 Market-related value 348,414 724 369,787,681
D Gash Fiows
1 Empleyser contributions 1,700,000 1,700,000
2 Plan participants’ contributions i] g
3 Benefits paid from Company assets 0 0
4 Benefits paid from plan assets 22,503,972 23,391,122
E Amortization Perlod 132.06158 12.82843

2 20023 WTW, Propriatary and confidaential,
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Section 3 : Participant data
21  Summary of participant data
All monetary amounts shown in US Dollars
Census Date 01/01/2023 01/01/2022
A Participating Employaas
1 Numbar 1,128 1,065
2  Average expected plan compensation 88,579 88,005
3  Average age 43.56 44,23
4  Average credited service 8.70 12.00
B  Particlpants with Deferred Benefits
1 Numker ar2 351
2  Average age 51.72 53.34
3  Deferred FAP annual benefits
Total 1,991,800 1,814,434
Average 6,488 6,236
4  Deferred CB benefits
Total 2,145,356 1,318,261
Average 17,474 14,658
C  Participants Receiving Benefits
1 Number 928 906
2  Total annual pension 17,454 593 18,977,050
3 Average annual pension 18,848 18,728
4  Average age 72.40 71.54
5  Distribution at January 1, 2023
Age Number Annual Penslon
Under 55 5 300,865
§5-59 22 675,460
60-64 94 2,433,558
E5-69 258 4,848,417
70-74 250 4,907,872
75-79 147 2,237,338
80-84 84 1,310,848
85 and aver 66 A35,235
August 2023
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3.2 Age and service distribution of active participants

All monetary amounts shown in US Dollars

SCHEDULE G-2.1

Retirement income Plan

Attained Years of Credited Service and Number and Average Cnnwutim‘

54

1014 1518

20-24

2529 3539 40 & Over

2529 20 18 14 8 10 0 0 0 0 0 0 0 110
30-34 a2 23 1 18 8 7 0 0 0 0 0 0 153
353 31 21 8 17 7 7 17 5 0 0 o o o 178
4044 17 8 16 7 2 &3 18 7 1 o o o o 130
4549 ] B8 10 ] B 47 25 16 10 1 1 1] 1] 141
50-54 4 8 11 8 6 29 17 21 18 8 1 o 0 141
55-50 3 4 4 1 3 10 " 18 16 18 1 7 0 110
60-84 2 1 1 3 1 7 5 11 7 12 17 12 8
8559 0 0 1 o 2 2 o 1 2 1 a a 7
70 & over o o 1 1] 4] 0 0 1] 1] 1] 1] 1] | 4
Total 158 100 83 78 a6 301 104 78 55 2 43 2 18 1,128
Average: Age a4 Numbar of Participants: Fully vested 871 Males 818

Service 10 Partially vested 0 Females 08

Census data as of January 1, 2023

' Ages and service lotals for purpeses of determining catagory are based on exact (not rounded) values.

wtw
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2.3 Participant reconciliation

Defarrad

Inactive

Currently
Recelving

Beneflts

SCHEDULE G-2.1
ATTACHMENT A
Page 118 of 362

17

1 At 01/01/2022 valuation 1,085 331 G068 2,322

2 Change dueto
a New hire and rehire 156 (2) o 154
b MNon-vested terminaticn {15} 0 a (15}
¢ Vasted termination {53} Lk a o
d Retirement {10} 20 a7 0
& Disability 0 n 1 0
f Daath without bensficiary 0 @ (29) (31)
g Death with beneficiary {1) 2 {1 jal
h Cashout {14) (9) 0 19)
i New Alternative Payses 0 3 2 5
j Beneficiary Commencement 0 o} 13 13
k Miscellaneous 0 0 {3) (3)
| Net change 63 21 20 104

3 At 01/01/2023 valuation 1,128 372 828 2,426

August 2023
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Appendix A : Statement of actuarial
assumptions, methods and data sources

Plan Sponsor

El Paso Electric Company

Statement of Assumptions

The assumptions disclosed in this Appendix are for the fiscal year 2023 benefit cost.

Assumptions and methods for pension cost purposes

Economic Assumptions

Pre-tax rate of raturn on assets for 7.00%

Discount rate:

o eq_liva_lent single discount rate for benefit 5.545
obligations

s Equivalent single discount rate for service cost 5.69%

o Equivalent single discount rate for interest cost 5.41%

Annual rates of increase:

s Inflation 2.50%
s Compensation: 4.50%
o  Statutory limits on compensation and benefits 2.50%
s Cash balance interest credit rate 4 30%
Annuity conversion Cash balances are converted to annuitics

using “annuity substitution™ with valuation
interest rates and the “applicable mortality
table® under Code Section 417(e){B)

The return on assets shown above is gross of investment expenses. Administrative expenses are
accounted for as an addition to Service Cost, as described below.

August 2023
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As raquired by the U.5. GAAP accounting standard, the yisld curve reflacting returns on high quality
corporate bonds (AA and AAA) is used to determine the obligations and service cost, and thus the net
pericdic benefit cost for the plan. Because these assumptions are required by the U.S. GAAP accounting
standard, and reflact current market conditions (specifically, the market conditions as of the measurement
date) they may from time to time be inconsistent with other economic assumptions used in the valuation,
which may reflact bath currant economic conditions and assumed future conditions.

Dsmographic Assumptions

Incluslon date The valuation date coincident with or next following the date on which the

employee becomes a participant.

Now or rehired It was assumed thera will ba no new or rehirad employaes.
amployess
Termination Rates varying by age and gander

Represantative Termination Rates

Percentage leaving during the year

Adtained Age Males Famales
20 5.00% 6.00%
25 5.00% 6.00%
30 5.00% 6.00%
35 4.00% 6.00%
40 3.00% 6.00%
45 2.00% 4.00%
50 1.00% 2.00%
Disability The rates at which participants bacomae disabled by age and gender ara shown

below:

Percentage becoming disabled during the year

Males and Females

Age

20

0.14%
0.15%
0.16%
0.19%
0.30%
0.45%
0.69%

2 20023 WTW, Propriatary and confidaential,
For WTW and WTW dlient use only
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Page 123 of 362

Retirement Rates varying by age.
Active Participants
Final Average Pay
Terminated
Reduced Eary  Unreduced Vestad
Age Retirement Retirement Cash Balance Participants
55 3% 5% 10% 3%
58 - 58 3% 5% 10% 3%
60 3% 10% 10% 15%
61 3% 10% 10% 5%
62 20% 20% 20% 5%
63 10% 10% 10% 5%
B4 10% 10% 10% 20%
B5-69 25% 25% 25% 40%
70+ 100% 100% 100% 100%
Benafit
commencement dats:

e Praretiramant death  The later of the death of the active participant or the date the participant

benefit would have attained age 55.

e Deferred vested The later of age 55 or tarmination of employment.
benefit

= Disability benefit Upon disablement.

o Retirement benefit Upon termination of employment.

Form of payment

e Final Average Pay 100% are assumed to elect a Single Life Annuity.

Participants

» Cash Balance

890% of participants are assumed to elect a lump sum form of payment and

Participants 10% are assumed to elect a Single Life Annuity. Lump sums were valued
using the substitution of annuity form under IRS Regulation §1.430(d)-1{f)(4)

without application of generational martality.

August 2023
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Lump Sum & Annuity

Conversion

Pearcent married

Spouse age

Covered pay

Mortality:

« Healthy mortality rates

Retirement Income Plan

Cash balances are convarted to annuities using “annuity substitution® with
valuation interest rates and the “applicable mortality table” under Code
Section 417(e)(B). Cash balance participants' frozen FAP benefits are
convertad to lump sum using “annuity substitution® with valuation interest
rates and the “applicable mortality table” under Code Section 417(e)(B).

75% of participants aligible for pre-retirernant daath benefits are assumed to
have an eligible spouse.

Wife three years younger than husband.

Assumed plan compensation for the yaar beginning on the valuation date
was determined as an employee's annualized rate of basic compensation,
excluding ovartima, bonusas, expanse allowancses, profit sharing, and any
other extra compensation in any form.

Base Mortality Table (Mala Tabla used for males; Femala Table used for
Females)

1. Base table: Pri-2012
2. Base mortality table year. 2012

3. Table type: White Callar for non-union participants, Blue=Collar
for union participants, and Total Dataset for participants with an
unknown union status

4. Healthy or Disabled: Healthy
5. Table weighting: Benefit

6. Blending of annuitants and non-annuitants: Separate rates for
annuitants and non-annuitants (based on Employeaes table)

7. Blending of retirees and contingent annuitants: Retiree mortality
is used for both retirees and contingent annuitants.

Maortality Improvernent Scale {Male Table used for males; Female Table
used for Females)

1. Base scale: MP-2021
2. Projection Type: Generational

2 20023 WTW, Propriatary and confidaential,
For WTW and WTW dlient use only
whamo.oom

2861



EL PASO ELECTRIC COMPANY
2025 TEXAS RATE CASE FILING
SCHEDULE G-2.1: PENSION EXPENSE

SPONSOR: STEVEN SIERRA SCHEDULE G-2.1

PEEPARER: EN LI ATTACHMENT A

FOR THE TEST YEAR ENDED SEPTEMBER 30, 2024 Page 125 of 362
Retirement Income Plan 23

s Disabled life martality rates Base Mortality Table
1. Base table: Pri-2012 Disabled Retiree
2. Base mortality table year. 2012
3. Table type: No Collar
4. Healthy or Disabled: Disabled
5

Blending of annuitants and non-annuitants: Single blended table
of rates for annuitants and non-annuitants

Martality Impravement Scale
1. Base scale: MP-2021
2. Projection Type: Generational

Additional Assumptlons

Administrative expenses Service cost includes a load for administrative expenses expected to be
paid from the trust during the current year, aqual to 40 basis points of the
market value of assets.

Cash flow

o Dacremant timing The assumptions used are collectively called rounded middle of year
{rounded MOY) decrement timing. Maost events are assumed to occur at
the middle of year during which the aligibility condition will be met or the
start/end date will occur. For death and disability decrements, the rate
applied is based an the participant's rounded age (nearest integer age) at
the beginning of the year, to align with the methodology generally used to
create those rate tables. For retirement and withdrawal decrements: the
age is generally the participant's rounded age at the middle of the year.

s Timing of benefit payments Benefit payments are assumed ta be made uniformly throughout the year
and, on average, at mid-year.

o Armount and timing of Caontributions are assumed to be made on the schedule specified by the
contributions Company.
Funding policy El Pasa Electic Company's funding policy is to contribute an amount

equal to the minimum required contribution with consideration for
amounts included in customer rates. El Paso Electric Company considers
aach yaar whather to contribute additional amounts (e.g., to reach certain
funded status thresholds to avoid benefit restrictions, at-risk status,
ERISA §4010 filings or other requirements).
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Methods — Pansion Cost Paosition

Consus date
Measurement date

Service cost and projected
benefit obligation

Market-related value of
assots

January 1, 2023.
January 1, 2023

The Unit Credit Cost Method is used to determine the Projected Benefit
Ohligation {(PBO) and related current service cost. Under this method, the
accrued benefit is calculated based upon service as of the measurement
data. Thae PBO is the prasent value of this benefit and the service cost is
the present value of the increase in the benefit due to service in the
upcaming year. In normmal circumstances the "accrued benefit” is based
upon the Plan's accrual formula. Howevar, if service in later years leads
to a materialty higher level of benefit than in earlier years, the "accrued
benefit" is calculated by attributing benefits on a straight-line basis over
the relevant period.

The benefits described above are used to determine both ABQ and PBO
axcapt that final average pay is assumed to remain constant in the future
when calculating ABO.

PBO and service cost are measurad by separataly discounting the
projected benefit payments underlying these measures, determined using
the methodology described above, using the spot rates on the December
31, 2022 WTW RATE:Link 40:90 yield curve. Interest cost was measured
by summing the individual interest costs associated with each future
henefit payment undarying the PBO and service cost. These individual
interest costs are developed by multiplying the present value of each
benefit payment, discounted using the applicable spot rate on the yield
curve ralating to the future benefit payment, by that spot rate. Equivalent
single discount rates that would reproducing the resulting benefit
abligation, sarvica cost and interast cost have besn determined and
disclosed.

The market-related value of assets is determined by adjusting the market
value of assets to reflect the investment gains and losses (the difference
between the actual investment return and the expected investment
return) during each of the last 2 years at the rate of 33% per year.
Expected investment retum is a component of NPBC.

2 20023 WTW, Propriatary and confidaential,
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Amortization of unamortized
amounts:

= Recognition of past service Amartization of net prior service cost/(credit) resulting from a plan change
cost/(cradit) is included as a component of Nat Pariodic Benaft Cost/(Income) in the
year first recognized and every year thereafter until it is fully amortized.
The annual amortization payment is determined in tha first year as the
increase in PBO due to the plan change divided by the average
remaining service period of active participants expected to receive
henefits under the plan.

However, when a plan change reduces the PBO, existing positive prior
servica costs are reduced or aliminated starting with tha eariest
established befare a new prior service credit base is established.

» Recognition of gains or Amartization of the net gain or loss resulting from experience different
losses from that assumed and from changes in assumptions (excluding asset
gains and losses not yet reflected in market-related value) is included as
a componant of Net Pariodic Benefit Cost/(Income) for a yaar.

If, as of the beginning of the year, that net gain or loss exceeds 10% of
the greater of the PBO and the market-related value of plan assets, the
amortization is that excess divided by the avarage remaining service
period of active plan participants.

Under this methodalagy, the gainfloss armounts recognized in AOCI are
not expected to be fully recognized in benefit cost until the plan is
terminated (or an earlier event, like a settlement, triggers recognition)
hecause the avarage expacted ramaining servica of active participants
expected to benefit under the plan over which the amounts are amortized
is redetarmined sach year and amounts that fall within the carridor
described above are not amortized.

Benefits not valued All benefits described in the Plan Provisions section of this report were
valued. WTW has reviewed the plan provisions with the plan sponsor
and, based an that review, is not aware of any significant benefits
required to be valued that wers not.

August 2023
whwmo.aom

2864



EL PASO ELECTRIC COMPANY
2025 TEXAS RATE CASE FILING
SCHEDULE G-2.1: PENSION EXPENSE

SPONSOR: STEVEN SIERRA SCHEDULE G-2.1

PEEPARER: EN LI ATTACHMENT A

FOR THE TEST YEAR ENDED SEPTEMBER 30, 2024 Page 128 of 362
26 Retirement Income Plan

Sources of Data and Othsr Information

The plan sponsor fummished participant data and claims data as of January 1, 2023. Information on
assets, contributions and plan provisions was supplied by the plan sponsor. Data and other information
were reviewed for reasonableness and consistency, but no audit was performed. Based an discussions
with the plan spensor, assumptions or estimates ware made when data were not available. A summary of
these assumptions can be found in our email dated June 20, 2023.

Accurnulated other comprehansive (income)/loss amounts shown in the report are shown prior to
adjustment for deferred taxes. Any deferred tax effects in ACOCI should be determined in consultation with
the Company’s tax advisors and auditors.

Wea ara not aware of any errors or omissions in the data that would have a significant effect on the results
of our calculations.

Assumptions Rationale - Significant Economic Assumptions

Discount rate(s) As raquired by U.S. GAAP the discount rate methodology was
chosen by the plan spansor based on market information on the
measurement date. Based on WTVWs interest rate model,
RATE:Link, that uses a yield curve derived from current, high quality
{rated AA and above) corporate bonds to discount expected
pension cash flows, and thus determine discount rates, we believe
the discount rate chosen does not significantly conflict with what
would be reasonable.

Expected return on plan We understand that the expactad return on assets assumption

assets reflects the plan sponsor's estimate of future experience for trust
asset returns, reflecting the plan's current asset allocation and any
expected changes during the current plan year, current market
conditions and the plan sponsor's expectations far future market
conditions. WTW was unable to evaluate this assumption because
relevant information was not provided.

Cash balance interast Based on 20-yzar expectation of long-term government bonds, since

crediting rate the plan credits interest to cash balance accounts using the 30-year
Treasury rate, but with a minimum interest credit rate of 3.80%. We
believe this assumption does not significantly conflict with what
waould be reasonable.

Annuity conversion rate Cash balances are converted to annuities using “annuity
substitution™. We believe this assumption does not significantly
conflict with what would be reasonable.

Rates of increase in Assumed increases wara chosean by the plan sponsor and, as

compensation required by U.5. GAAP they represent an estimate of future
experience, We believe this assumption does not significantly
conflict with what would be reasonable.
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Administrative expenses Administrative expenses are estimated based on an assurnption of

past expenses paid from the trust assets as a percentage of held
assets. We believe this assumption does not significantly conflict
with what would be reasonable.

Assumptions Rationale - Significant Demographic Assumptions

Healthy Mortallty Assumptions were selected by the plan sponsor and, as required by
U.S. GAAP represent a best estimate of future experience. We
believe this assumption does net significantly conflict with what would
be reasonable.

Disabled Mortality Assumptions used for accounting purposes wers selectad by the plan
sponsor and, as required by U.S. GAAP represent a best estimate of
future experience. We believe this assumption does not significantty
conflict with what would be reasonable,

Termination Termination rates were based on an experience study conducted in
2017, with annual consideration of whether any conditions have
changed that would be expected to produce different results in the
future. We believe this assumption does not significantly conflict with
what would be reasonable.

Disability Disability rates were based on an experience study conducted in
2017, with annual consideration of whether any conditions have
changed that would be expected to produce different results in the
future. We believe this assumption does not significantly conflict with
what would be reasonable.

Retirement Retirement rates were based on an experience study conducted in
2017, with annual consideration of whether any conditions have
changed that would be expected to produce different results in the
future. We believe this assumption does not significantly conflict with
what would be reasonable.

Benefit commencement date
for deferrad benefits:

¢ Preretirement death benefit  Surviving spouses are assumed to begin benefits at the earliest
permitted commencement date because ERISA requires benefits to
start then unless tha spouse elects to defar. If the spouse slects to
defer, actuarial increases from the earliest commencement date must
he given, so that a later commencament dats is expected to be of
approximately equal value, and experience indicates that most
spauses do take the benefit as soon as it is available.
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o Deferred vested benefit Based on plan spansor's historical experiance and expsectations for
the future with periodic adjustment based on observed gains and
losses.
Form of payment The percantage of retiring participants assumed to take lump sums or

an annuity is based on historical experience and best expectations
for tha future with consideration of whather any conditions have
changed that would be expected to produce different results in the
future.

Percent married The assumed parcentage married is based on historical exparience
of marital statuses, with consideration of changes expected to occur
in marriage patterns of retirerment age individuals in the future.

Spouse age The assumed age difference for spouses is based on plan sponsor
expectations.

Source of Prescribed Methods (Required for ABOP compliance, otherwise optional)

Accounting methods The methods used for accounting purposeas as described in Appandix
A, including the method of determining the market-related value of
plan assets, are “prescribed methods set by another party”, as
defined in the actuarial standards of practice (ASOPs). As required
by U.S. GAAP, these methods were selected by the plan sponsor.

Changes in Assumptions, Methods and Estimation Techniques

Change in assumptions since The single equivalent PBO discount rate incraased from 2.97% as of
prior valuation January 1, 2022 to 5.54% as of January 1, 2023 to reflect the change
in yields an high-quality corporata bonds.

The single equivalent service cost discount rate increased from
3.18% as of January 1, 2022 to 5.69% as of January 1, 2023 to
reflact the change in yialds on high-quality corporate bonds.

The single equivalent interest cost discount rate increased from
2.51% as of January 1, 2022 to 5.41% as of January 1, 2023 to
reflect the change in yields on high-quality corporate bonds.

The annuity conversion assumptions were updated to the IRC
Section 417(e)(3) applicable interest rates for August 2022 and
applicable mortality table for lump sum payments in 2023.

The interest crediting rate was updated from 3.80% to 4.30%.
The inflation rate was updated from 2.40% to 2.50%.

Change in methods since None.
prior valuation
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Change in estimation None.

technlques since prior

valuation

Model Descriptions and Disclosures (in accordance with ASOP No. 56)

Quantify Quantify is the WTW centrally developed, tested and maintainad

Global actuarial valuation system. It is used to perform valuations of
cliants' benefit plans.

Quantify provides the ability to process data, calculate benefits and
value benefit liabilities, develop results using applicable standards,
and ganerate client raports.

Quantify parameters provide significant flexibility to model
populations and plan designs. Various damagraphic, econornic and
benefit related assumptions exist for users to model multiple
demographic and economic situations.

Plan liabilities are calculated based on standard actuarial techniques,
developing actuarially reasonable results using the population and
parameters anterad. The calculation and presantation of liabilities in
Quantify relies on the assumptions used and the reasanability of the
assumptions selected.

Quantify incorperates standard liability methodologias that are
intended to reasonably reflect a variety of economic or demographic
conditions. The model itself doas not avaluate any assumptions
entered for reasonableness, consistency ar probability of occurrence.

Quantify is designed specifically for these purposes, and we know of
no material limitations that would prevent the system from being
suitable for these intended purposes. The actuaries signing this
report have relied on the actuaries who develop, test and maintain
this system, and have also performed a limited review of results to
ensure that systern parameters have been set appropriately and plan
provisions coded correctly.

RateCalc/RATE:Link RateCalc is used as aone component isn developing the single
equivalent discount rate that reflacts the characteristics of the client's
employee benefit plan. It references a yield curve {often a RATE:Link
curve) and expected plan benefit payments. The projected benefit
paymants from tha client's plan are matched to the spot rates along
the vield curve to determine their present values. A single equivalent
discount rate is then sclved for, which produces the same total
present value as the spot rates.
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Published Demographic
Tables

SCHEDULE G-2.1
ATTACHMENT A
Page 132 of 362

Retirement Income Plan

RATE:Link is a methodology to devalop spot rates to ba used for
liability and cost measurements related to employee benefit plans.
The same core methodology is used to develop all RATE:Link
curvas. The RATE:Link process devalops tarm structuras of interast
rates from corporate bond data for each covered geography {e.g., the
.S, for this valuation).

The construction of RATE:Link yield curves relies on bond data
collected as of the measurement date.

Information regarding quoted bond prices, yields and other bond
related data is from Bloomberg Finance L.P.

Certain demographic tables described above are standard published
tables or are based on standard published tables from medels
developed by organizations with the requisite expertise.
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Appendix B : Summary of principal plan
provisions

Tha most racent amendment reflacted in the following plan provisions was adopted on April 1, 2014.
Covered employees All employees.

Participation date Prior to April 1, 2014, each employes who has completed a year of
Eligibility Service shall become a Member in the plan. An employee
receives a year of Eligibility Service if he completes 1,000 or mare
Hours of Service within a 12-month period commancing with his
date of employment or any anniversary date.

Effective April 1, 2014, an employea hirsd or re-hirad on or after
April 1, 2014 shall become a Cash Balance Member on his
employment commencement date or re-employment
commancamant date. An employese hirad or re-hired baefore
December 31, 2013 could affirmatively elect to become a Cash
Balances Member on April 1, 2014 to accrue futurs benefits under
the Plan as a Cash Balance Benefits rather than as final average
pay benefits. An employee whao is hired or re-hired after December
31, 2013 and before April 1, 2014 shall become a Cash Balance
Member on April 1, 2014.

Vesting service One year for each 1,000-hour calendar year of emplayment with EI
Paso Electric Company.

Benefit service:

o Final Average Pay One year for each 1,000-hour calendar year of employment.

o Cash Balance Prior to January 1, 2014, a Member recsives credit for one full year
for each Plan Year in which he completes 1,000 or more hours of
service. A Cash Balance Member (other than a Cash Balance
Member who is hired or re-hired after December 31, 2013 and
before April 1, 2014) who completes at least one Hour of Service
during the period beginning January 1,2014 and ending March 31,
2014 shall receive credit for 0.25 year of Benefit Accrual Service for
the 2014 Plan Year. After March 31, 2014, no additional Benefit
Service shall be eamed by a Cash Balance Member,
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Pensionable pay

Average eamings:

s Final Average Pay

« Cash Balance

Normal retirement date (NRD)

Accrued benaflt:

o Final Average Pay

Retirement Income Plan

An employes's annualized rate of basic compensation, excluding
overtime, bonuses, expense allowances, profit sharing, and any
other extra compensation in any form.

The monthly average of a participant’s pensionable pay computed

by summing his pensionable pay as of any date and for each of the
days beginning the four years preceding such date and dividing by

sixty.

For a Cash Balance Member who is amployed by the amployer as
of April 1, 2014 and becomes a Cash Balance Member as of April 1,
2014, the monthly average of a Member's pansionabls pay
computed by summing his pensionable pay as of March 31, 2014
and as of March 31 of the preceding four calendar years and
dividing by sixty.

First day of the month coinciding with or next following the
attainment of age 65 with five years of benefit sarvica.

The monthly accrued benefit payable as a single life annuity upan
Normal Retirament is the greater of (&), (b), {c) or (d) below, less
any frozen benefit provided under group annuity contracts deemed

purchased prior to August 1, 1989 as illustrated in Appendix A of the
plan document:

{a) 1-1/4% of Average Monthly Eamings multiplied by years of
benefit sarvica.

{b) $25.00 multiplied by years of projected benefit service at normal
retirernant date, not to excead 10.

This amount mukiplied by the ratic of years
of benefit service eamed to date,

divided by years of projected benefit service at normal
retirement date. This benefit shall be no greater than $250
per manth.

{c) Amount of benefit payable in accordance with the Plan in effect
on Juna 30, 1982 with Eamings frozen at the rata on June 30,
1982.

{d) Amount of accrued benefit eamed as of October 17, 1990 under
the prior benefit formula
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o Cash Balance

«  Pay Credits

o Interest Credits

August 2023
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Tha Accrusd Benefit for a Cash Balance Member is
{a) plus (b), as follows:

{a) The benefit accrued under the Plan prior to becoming a Cash
Balance Membar, as determined under the Final Average Pay
farmula above.

{b) Tha Cash Balance Account, consisting of pay cradits and
interest credits.

Far each Plan Year beginning on January 1, 2014, a Cash Balance
Member shall recsive a pay cradit to his Cash Balance Account as
of the last day of the Plan year {(or termination date, if earlier). The
pay craditing rate is based on the membear's age and years of
Vesting Service, as shown below:

Age Plus Vesting Percentage of Basae Pay

Sorvice for the Plan Year

Less than 30 3.00%
30-39 4.00%
40-49 5.00%
50-59 6.00%
60-69 7.00%
70-79. 8.00%

80 or More 9.00%

Interest credits are allocated to the Cash Balance Account as of the
last day of each month. The interest credit is determined by
multiplying the Cash Balance Account as of the last day of the
precading month by the 30-Year Treasury Bond Rate for tha month,
which when compounded monthly for the 12 months of the Plan
Year, is equal to the 30-Year Treasury Bond Rate for August of the
preceding year {but no less than 3.80% for the Plan Year,
compounded monthly).
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Monthly proretirement death
benefit:

o Before Normal Retirement

Age

» After Normal Retirement

Age

Retirement Income Plan

Payable upon the death of a participant employed by the company
who had completed 5 years of Vesting Sarvica. If the participant
dies before attaining age 50 with 10 years of service, the amount
payable to tha spouse, to whomn the participant was legally married
during the one year period immediately preceding his death, is 50%
of the amount the participant would have been entitied to had the
participant separated from service on the date of his death, survived
to the earliest retirement age, retired with an

immadiate qualified joint and survivar annuity and died the day after
the earliest retirement age. If the participant dies after aftaining age
50 with 10 years of service, the amount payable to the eligible
spousa is 50% of the participant's Accrued Bensfit, commsncing
immediately.

If the participant dies after his Norrnal Retirerment Age but before
benefit payments commence, survivorship benefits will be paid in
accordance with the form in which the participant's benefits would
be paid if he had retired on the first day of the month following his
date of death.

Eligibility for Benefits

Normal retirement

Early retirement:

» Final Average Pay

s Cash Balance

Postponed retirament

Deferred vested termination

Retirerment on NRD.

After attainment of age 55 and completion of 5 years of Vesting
Service, the participant may alact to commence his Accruad Benefit
on a reduced basis prior to age 65. If the participant retires with at
least 20 years of Vesting Sarvica, he may recaive his Accrued
benefit as early as age 62 without any reduction. If the sum of the
participant's age and years of Vesting Service equals or exceeds 85,
he may receive his Accrued Bengfit without any reduction,

Early retirement under the plan is age 55 and completion of 3 years
of Vesting Service.

Retirement after NRD.

Termination far reasons other than death or retirement after
complating five years of vesting sarvice for a Final Average Pay
participant or three years of vesting service for a Cash Balance
Member.
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Disability

Preretirement death benefit

SCHEDULE G-2.1
ATTACHMENT A
Page 137 of 362

Parmaneant and total disability prior to NRD, and participant is
receiving a Social Security disability benefit.

Death while eligible for normal, early, postponed, or deferred vested
retirement benefits, with & surviving spouse.

Benefits Paid Upon the Fellowing Events

Normal retirement

Early retirement:

s Final Average Pay

s Cash Balance

Postponed retirement

Deferrad vested termination:

* Final Averags Pay

s Cash Balance

Disablement:

» Final Average Pay

August 2023
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The monthly pension benefit determined as of NRD.

The monthly pension benefit determined as of NRD reduced 6.667%
for each of the first five years and 3.333% for each of the next five
yaars that payment precedas the participant's NRD.

The frozen accrued benefit excluding his Gash Balance Benefits
detarmined as of NRD actuarially reduced to the commencament
date. The Cash Balance Benefit determined as of the
commencement date will be actuarially reduced to be equivalent to
the member's Cash Balance Account.

The monthly pension benefit determined as of the actual retirement
date.

Tha participant may slect to commenca as early as their Early

Retirernent with the monthly pension benefit determined as of NRD
reduced 6.667% for each of the first five years and 3.333% for sach
of the next five years that payment precedes the participant's NRD.

The frozen accrued benefit excluding Cash Balance Benefits will be
payable as of NRD or may slect to commenca at any time after
termination with actuarial reductions. 100% of the Cash Balance
account is payable on the first day of any month following
termination.

Payable to a participant beginning at NRD after becoming totally
and permanently disabled while employed by the company. The
annuity payable is based on Average Monthly Eamings at date of
Disability and Benefit Service, including all credit for all yzars while
disabled, at NRD. The qualified joint and spouse survivor death
benefit will apply.
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o Cash Balance

Preratiroment death

Retirement Income Plan

Payable to a participant immadiately after becoming totally and
permanently disabled while employed by the company. The benefit
payable is the Frozen Final Average Pay Accrued Benefit as of
March 31, 2014 and the Cash Balance Account based on Eamings
and Vesting Service through date of Disability.

If participant has attained age 50 and eamed at least 10 yaars of
vesting service, then the monthly preretirement death benefit
payable on behalf of an active employee is unreduced for form of
payment and early retiramant.

In all other cases, the monthly preretirement death benefit payable
is reduced 6.667% for each of the first five years and 3.333% for
each of the next five years that payment precedes the participant's
NRD.

Other Plan Provisions

Forms of payment

Pension Increasas
Plan participants’ contributions

Automatic Cash Out

Preratiroment death bensfits are payable only as described above.
Monthly pension benefits are paid as described above as a life
annuity, if the participant has no spouse as of the date payments
begin, or if the participant so elects. Otherwise, benefits are paid in
the form of a 50% joint and survivor annuity option ar, if the
participant elacts and the spouse consants, ancther actuarially
equivalent optional form offered by the plan. Optional forms are a
25%, 75% and 100% joint and survivor annuity, a ten-year cartain
and life annuity, {for married paricipants) a Ife annuity, or (for Cash
Balance Members) a lump sum distribution.

Actuarial equivalence for annuity forms uses tha 1971 Group
Annuity Mortality Table for males, set back three years, and an
intarest rate of 6% compounded annually. Actuarial equivalance for
lump sum purposes is the “applicable martality table" under Code
Section 417(e)(3)(B) and the “applicable interest rate’ under Code
Section 417{e)(3)(C) determinad as of the fifth month immediately
preceding the first day of the Plan Year in which the distribution is
being made.

None.
None.
Upon termination of service, if the lump sum value of the accrued

benefit is less than $1,000, the lump sum amount is paid as soon as
practical after termination.

2 20023 WTW, Propriatary and confidaential,
For WTW and WTW dlient use only
whamo.oom

2875



EL PASO ELECTRIC COMPANY

2025 TEXAS RATE CASE FILING

SCHEDULE G-2.1: PENSION EXPENSE

SPONSOR: STEVEN SIERRA

PREPARER: EN LI

FOR THE TEST YEAR ENDED SEPTEMBER 30, 2024

SCHEDULE G-2.1
ATTACHMENT A
Page 138 of 362

Retirement Income Plan

a7
Maximum limits on benefits All bansfits and pay for any calendar year may not excead tha
and pay maximum limitations for that year as defined in the Internal Revenue
Code. The plan provides for increasing the dollar limits automatically
as such changes take effect.

Future Plan Changes

No future plan changes were recognized in determining pension cost requirements. WTW is not aware of
any future plan changes that are required to be reflected.

Changes in Benefits Valued Since Prior Year

There have been ne changes in benefits valuad sinca the prior year.
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El Paso Electric Company

Retirement Income Plan

Actuarial Valuation Report
Emplover Coniributions for Plan Ycar
Beginning January 1, 2023

September 2023
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Purposes of valuation

El Paso Electric Company (the Company) retained Willis Towers Watsan US LLT (MWTW), to
perform an actuarial valuation of the Retirement Income Plan for Employees of El Pase Electric
Company for the purpose of determining the following:

1.

The minimum required contribution in accordance with ERISA and the Internal Revenue Code
(IRC) for the plan year beginning January 1, 2023

The estimated maximum tax-deductible contribution for the tax year in which the 2023 plan year
ands in accordance with ERISA as allowed by the IRC. The maximum tax-deductible
cantribution should be finalized in consultation with El Paso Electric Company's tax advisor.

An assessment of ERISA §4010 reporting requirements for the plan for 2023,

Determination of the Funding Target Attainment Percentage (FTAP) under IRC §430(d){2), as
reported in the Annual Funding Natice required under ERISA §101(f).

As requested by El Paso Electric Company, a “specific certification” of the Adjusted Funding
Target Attainment Percentage {(AFTAF) for the Retiremant Income Plan for Emplayees of El
Paso Electric Company under IRC §436 for the plan year beginning January 1, 2023, Please
see Section 4 for additional information. Mote that the AFTAP certification included herein may
be superseded by a subseguent AFTAF certification for the Retirement Income Plan far
Employees of El Paso Electric Company for the plan year beginning January 1, 2023,

Limitations

This valuation has been conducted for the purpeses described above and may nat be suitable for use
for any ather purpose. In particular, please nate the following:

1.

Seplembar 2023
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This report does not determing the plan’s liquidity shartfall requirements (if any) under
IRC §430()(4). If applicable, we will determine such requirements separately as requested by El
Paso Electric Company.

This repert does not present liakilities on a plan termination basis, for which a separate
extensive analysis would be required. Mo funded status measure included in this repert,
including the low-default-risk obligation measure discussed below, is intended to assess, and
none may be appropriate for assessing, the sufficiency of plan assets to cover the estimated
cost of settling the plan's benefit obligations, as all such measures differ in some way from plan
termination abligations. For example, measures shown in this report may reflect smoathed
assets orinterest rates, rather than current values, in accordance with funding rules. In addition,
funded status measures shawn in this repart do not reflect the cument costs of settling the plan
ahligations by offering immediate lump sum payments to participants andior purchasing annuity
cantracts for the remaining participants {e.g.. insurer profit, insurer pricing of contingent benefits
andfor provisian for anti-selection in the choice of a lump sum vs. an annuity).

The repart provides a low-default-risk cbligation measure as required by Actuarial Standard of
Practice Neo. 4 to be disclosed once a year. Such measure is provided in Section 2.1E of this
report. The assumptions and methods other than the discount rates used for this measurement,
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and the rationale far their selection, are descrbed in Appendix A of this report. The methodology
used to value plan provisions that are difficult to valug is also described in Appendix A of this
report.

Mote that the low-default-risk cbligation measure is not a plan termination liakility, for the
reasons discussed in item 2 above and because it assumes an cngoing plan rather than a
tarminating plan. Rather, the low-default-risk ocbligation measure represents costs allocated by
the plan’s funding method to periods before the valuation date as of January 1, 2023. The
measure reflects non stabilized funding interest rates, which represent a cne-month average of
high quality corporate bond rates as of December 21, 2022, These rates were selected because
they were readily available (since used for other purposes) and are permitted by ASCOP No. 4 to
he used to develop the low-default-risk abligation measure. The low-default-risk abligation may
more closely represent the market value of the benefit chligation an the measurement date than
the plan’s Funding Target shawn in Section 2.1C of this report if the Funding Target is based on
stabilized interest rates that are not current market interest rates an the measuremeant date. If
this measure is higher than the plan's Funding Target, and interest rates remain at current
levels, the plan may be less well funded than suggested by the Funding Target and, as a result,
cantributions may need to increase in future years to secure participant benefits.

4. The cost methed for the minimum required contribution is established under IRC §430 and may
not in all circumstances produce adeguate assets to pay benefits under all optional forms of
payment available under the plan when benefit payments are due.

&, The cemparison of the plan’s funding target to its actuarial value of assets (the funding shortfall
{surplus) shown in Section 1) is used in detemmining required centributions for the coming year,
and a contribution made on the valuation date equal to the shertfall weould be considered to “fully
fund® the plan for benefits accrued as of the valuation date under the funding rules, and thus is
useful for assessing the need for and amount of future contrbutions. Howewver, the funding
shorfall {surplus) cannot be relied upan to determing either the need for ar the amount of future
cantributions. The funding shartfall (surplus) is based on the interest rates elected to be used far
funding purposes, which may be smoathed rates not reflecting current market conditions and will
inany event change avertime. It is also based on the actuarial value of assets, so if an assaet
smaothing method is used, it would be diffierent than if based on market value of assets. In
addition, asset gains and losses, demographic experience different from assumed, and future
benefit aceruals (if any) will all affect the need for and amount of future contributions.

6. There may be certain events that cccurred since the valuation date that are not reflected in this
valuation. See Subsequent Events (under the "Basis for valuation® pertion of Section 1 below)
far more information.

# 2023 WTW. Proprietary and canfidentlal.
For' WTW and WTW client use anly
whweo.com

SCHEDULE G-2.1
ATTACHMENT A
Page 145 of 362

2882



EL PASO ELECTRIC COMPANY

2025 TEXAS RATE CASE FILING

SCHEDULE G-2.1: PENSION EXPENSE

SPONSOR: STEVEN SIERRA

PREPARER: EN LI

FOR THE TEST YEAR ENDED SEPTEMBER 30, 2024

Retirement Income Plan 3

7. Thisvaluation reflects our understanding of the relevant provisions of the Pension Praotection Act
of 2006 (PPA); the Warker, Retiree and Employer Recovery Act of 2008 (WRERA); the
Preservatian of Access to Care for Medicare Beneficiaries and Pansion Relief Act of 2010
{PRA); the Meoving Ahead for Progress in the 219 Century Act (MAP-21); the Highway and
Transportation Funding Act of 2014 (HATFA), the Bipartisan Budget Act of 2015 {BBA 20158); the
Carocnavirus Aid, Relief and Ecenomic Security (CARES) Act of 2020, and the Amearican Rescue
Plan Act of 2021 (ARPA). The IRS has yet to issue final guidance with respect to certain aspects
of these laws. It is possible that future guidance may conflict with our understanding of these
laws based on currently available guidance and could therefore affect results shown in this
report.

4 This report does not provide information for plan accounting and financial reporting under ASC
560,
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Summary of results

11  Summary of valuation results

All manetary amounts shown in US Dollars
Plan Year Beglnnlng

Funding
Market value of assets with discounted receivable contributions

Actuarial value of assets
Funding balances
Funding target
Target norinal cost
Funding shortfall {surplus) {FS)
Funding target atlainment percentage (FTAF)
Minimum required contribution
Frior to application of funding balances
Met of available funding balances

Effective interest rate
Participants as of Census Date
Active employees

Participa nts with deferred benefits
Participants receiving benefits

Total

Retirement Incorme Plan

01/01/2023 01/01/2022
273,340,754 300,976,055
300,674,829 350.111,774

35,173,644 44 665,763
300,631,131 291,811,883

8,540,769 8,573,973
35,329,946 (22,634,008)
28,254 107.75%
11,776,311 0
o 0

5.26% 5.41%
014172023 0140172022
1128 1,085

372 381

926 a0e

2,426 2,322

1 Headcounts as of D1/01/2023 refiect 45 altemnate payees, 18 of whom have survived the original participant.
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1.2  Minimum required contribution and funding policy

All manetary amounts shown in US Dollars

Plan Year Beglnning 01/01/2023 01/01/2022
Minimum Required Contribution (MRC})
Frior to application of funding balances 11,776,211 o
Met of available funding balances o] 0

The plan sponsor's funding pelicy is to make the minimum required contribution with consideration for
ameounts included in customer rates. At its discretion, the Company may determine fram time to time
whether to make additional contributions. We understand the sponsor may deviate from this palicy
based an cash, tax ar other considerations.

The minimum required contribution includes a contribution to cover the benefits expected to accruz in
the coming year (if any} plus any expenses expected to be paid from the trust in the coming year
(target normal cost) less the funding surplus {the excess of plan assets, reduced by funding balances,
over the funding target, if any), as well as a 15-year amortization of any funding shortfall (amertization
installments). (See Section 2.4 for a break-down of the minimum required contribution into target
nermal cost and amoertization installments, and see Section 2.5 far a schedule of amortization
installments for future years.) Thus, assuming that all actuarial assumptions are realized and do not
change, and the plan spanser cantributes the minimum required contribution each year (target normal
cost less surplus plus amertization installments), the plan would generally be expected to be fully
funded in 15 years, and the minimum required contribution would be expected to drop to target
normal cost. The amartization of the funding shortfall may take longer if the plan sponsor contributes
less than the minimum required contribution. We estimate that the available funding balance can
reduce the minimum required contribution for approximately 2 years, at which time the required
contribution will return to the target normal cost plus a 15-year amartization of any funding shortfall,
although the aperation of interest rate stahilization, a decision by the plan spansar to farfeit funding
balance, or automatic forfeiture of such funding balance, and plan experience, including experience
caused by paying lump sums at interest rates that are different than the stahilized interest rates used
for funding, may change the length of this perod. During the 15-year period, there wil be some
variability in minimum required contributions due to amaortization installments from prior years
dropping cut as the 15-year amortization period ends (and for deferred asset nains or losses
becoming reflected in assets if an asset smoothing methed is used for the actuaral value of assets),
and due to the gradual widening of ARPA's interest rate carridors. In reality, gains and losses will
occur, and the plan sponsecr may fail to contribute the minimum required contribution {or may
contribute mare than the minimum required contribution in accordance with the funding policy
described abowve), which may cause the plan to take mare ar less than 15 years to became fully
funded. Mote that being fully funded under the funding rules is not the same as being fully funded on a
plan termination basis, as different assumptions apply {2.q.. the cost of annuity contracts or lump
sUms to participants) on plan termination.

Target nomal cost for individual participants accruing benafits will grow from year to year as
paricipants age {and as their salaries increase, if benefit accruals are pay related), but the changes in
total target normal cost will depend on the numbers of participants earning benefits and their ages.
Because the number and ages of active participants covered by the plan are not expected to change
significantly from year to year, target normal cost is expected to remain relatively level Of course,
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changes in discount rates and other assumptions in future years wil also influence the pattern of
future required contributions.

The minimum required contribution for the 2023 plan year must be satisfied by September 15, 2024,
This requirement may be satisfied through contributions andfor an election to apply the available
funding balances. Mo quarterly installments are required. The minimum required contribution is
determined assuming it is paid as of the valuation date for the plan year. Contributions made on a
date other than the valuation date must be adjusted for interest at the plan's effective interest rate.

Because the plan has a funding shorifall, quartery contributions for the 2024 plan year will be
required.

The preliminary minimum funding schedule for the 2024 plan year, before reflecting any funding
balance elections, is shown below:

All manetary amounts shown in LS Dollars

FrelimInary Schedule of Minlmum Fundlng Requirements
April 15, 2024 2,044,078
July 15, 2024 2,944 078
Qetober 15, 2024 2944078
January 18, 2025 2,944,078
September 15, 2025 To b2 detenmined by
2024 valuation

The final schedule will be based on the 2024 wvaluation, but the final quarterly contributions will nat be
mare than the ameounts shown abowve.
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1.3 Change in minimum funding requirement and funding sheortfall {(surplus}

The minimum funding requirement increased from $0 for the 2022 plan year to $11,776,311 for the
2023 plan year, and the funding sharfall {surplus) increased from $(22,634,008) on January 1, 2022
to $35,328,946 on January 1, 2023, as set farth below:

Significant reasons for these changes include the following:

The return on the actuarial value of assets since the prior valuation was less than expected,
which increased the minimum funding requirement and the funding shortfall.

The plan’'s effective interest rate declined 15 basis points compared to the prior year, which
increased the minimum funding requirement and the funding shartfall.

The valuation reflects updated IRC §417{2) mortality tahles provided by the IRS for 2023 plan
years, which increased the minimum funding requirement and the funding shortfall.
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1.4 Funding ratios

The Pension Protection Act of 2006 (PFA) defines several Funding Ratios. All of these ratios are
tased on a ratio of plan assets to plan liabilities, but the assets and liabilities are defined differently
for different purposes. Depending on the purpose, the assets may be market value or, i different, a
smaothed actuarial value of assets, and may be reduced by the prefunding balance or all funding
balances. The liabilities may be based on the funding target, funding target disregarding at-risk
assumptions, or the funding target calculated using at-risk assumptions (see the At-Risk status
section below), and may ar may nat reflect stahilized interest rates.

Fallowing are the key funding ratios and their implications for the 20232 or 2024 plan years. Sae
Appendix D for details on how each mtio is caloulated.

January 1, 2022 Funding ratios

Ratio Test Implications Threshold Ratio Value

1 Funding balances can be used to satisfy the 2023 Minimum 0%, 107 . 7E%
Required Contribution {MRC) if threshald met

2 Quarterly contribution exempton applies in 2022 if threshold 100% 107 . 75%
met

3 Plan is not atrisk for 2023 i the threshold for either the Prong
1 orProng 2 test is met
— Prong 1 Test 80% 107.75%
— Prong 2 Test 70% MrA

January 1, 2023 Funding ratios

Ratio Test Implications Threshold Ratio Value

1 Funding balances can be used to satisfy the 2024 MRC £ 0%, 8. 25%
threshaold met

2 Quarterly contribution exemption applies in 2024 if threshold 100% B8 25%
met

3 Plan is not atrisk for 2024 if the threshold for either the Prong
1 orPrang 2 test is met

—  Prong 1 Test B0% B8 25%
— Prong 2 Test 70% MrA
4 PBGC 4010 filing may be required in 2024 if threshold iz not 0%, T4.08%
met by every plan in the controlled group
5 Previously established SAEs are eliminated for 2023 if 100% B8 25%
threshold met
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1.5 Benefit limitations

The Adjusted Funding Target Attainment Percentage (AFTAP) for the plan year beginning

January 1, 2023 is 88.25%. Mote that this AF TAP reflects the plan spensor's adoption of the interest
rate stabilization provisions of ARPA for IRC §436 beginning with the 2021 plan year. This AFTAF
may be changed by subsequent events. The AFTAP certified for the plan year beginning

January 1, 2023 of B8.25% will be used to determine the presumed AFTAP for the plan year
beginning January 1, 2024,

UUnderthe PFA, a plan may become subject to various benefit limitations if its AFTAP falls helow
certain threshalds.

If the AFTAF is below 50% (100%, calculated ignaring stakilized interest rates, if the plan sponsar is
in bankruptcy), plans are prohibited fram paying lump sums ar other accelerated forms of distribution
(such as Social Security level payment options). If the AFTAP is at least 60% but less than 20%, the
ameounts that can be paid are limited. In addition, lump sums to the 25 highest paid employees may
be restricted if a plan's AFTAP is below 110%. These limitations do net apply to mandatory lump sum
cash-outs of $5,000 or less. In addition, plans that were completely frozen before September 2005
are exempt from the restrictions on lump sums and cther accelerated forms of distrbution.

If the AFTAP is below B0%, benefit accruals must cease, amendmeants to improve benefits cannot
take effect, and plant shutdown benefits and cther Unpredictable Contingent Event Benefits (UCEEs)
cannot be paid without being fully paid for. In addition, if the AFTAP would be below B0% reflecting a
proposed amendment, the plan amendment cannat take effect unless actions are taken to increase
plan assets.

Tao avaid these benefit limitations, a plan spansor may take a variety of steps, including reducing the
funding halances, contributing additional amaunts to the plan for the prior plan year, contributing
special "designated IRC §436 contributions” for the current plan year, ar providing securty ocutside the
plan. Mat all of these approaches are available far all of the restrictions discussed above. Far
axample, restrictions on accelerated distributions cannet be aveided by making designated IRC §436
contributions.

As requested by El Paso Electric Company in your letter dated September 20, 2023, this repert is
intznded to constitute a “specific cerification” of the AFTAP, effective as of September 27, 2023 for
the plan year beginning January 1, 2023 for the purpose of determining benefit restrictions under
IRC §43E for the Retirement Income Plan for Employees of El Paso Electric Company. This AFTAF
certification is based on the data, methods, assumptions, plan provisions, annuity purchase
information, and ather infarmation provided in this report. Please see the Appendices for additional
information. Nate that the AFTAP cerification provided hergin may be superseded by a subsequent
AFTAF certification for the plan year beginning January 1, 2023, Please see Section 4 fara
discussion of the implications of this certified AFTAP.
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1.6 PBGC reporting requirements

Certain financial and actuarial information {i.e.. a "4010 filing*} must be provided to the PEGC if the
PEGC Funding Target Attainment Percentage (PBGC FTAP) is less than 80% for any plan in the
contributing spensors contrelled group. However, this reporting requirement may be waived for
controlled groups with ne mere than $15 million in aggregate funding shortfall (PEGC 4010 FS), or
with fewer than 500 paricipants in all defined benefit plans. MNote that interest rate stabilization does
not apply for purposes of determining the PBGC FTAP arthe FEGC 4010 FS.

The 2023 PBGC FTAP is 74.09%. Since the PBGC FTAP is less than 50%, and the PBGC 4010 FS
in El Paso Electric Company's contralled group {disregarding overfunded plans) is greater than $15
million as of January 1, 2023, a 4010 filing will be required for 2023,

1.7  AtRisk status for determining minimum required contributions

The plan is not in at-risk status, as defined in the PRA, for the 2023 plan year, because the plan's
FTAF for the 2022 plan year was at least 80%, and/or the plan’'s FTAP measured using “at-risk
assumptions” was at least 70%.

The plan will not be in at-risk status, as defined in the PPA, for the 2024 plan year, because the plan's
FTAP for the 2023 plan year is at least 80%, and/or the plan's FTAP measured using "at-risk
assumptions” is at least 70%.

When a plan is in at-risk status as defined in the FPA:

« The plan is subject to potentially higher minimum cantribution requirements. The funding target
and target normal cost for purpases of determining the minimum required contribution must be
measurad reflecting certain mandated assumptions {“at-risk assumptions"). Specifically,
participants eligible to retire within the next 11 years must be assumed to retire immeadiately when
first eligible (but nat before the end of the current year, except in accordance with the regular
valuation assumptions), and all participants must be assumed to elect the most valuable form of
payment available when they begin receiving bhenefits. In addition, plans that have been at-risk in
past years may also be required to increase the funding target and target normal cost for
prascribed assumed expenses. The net effect of these assumptions and expense adjustments in
mast cases is to increase required contributions and PBGC variahle premiums.

«  The plan sponsor must indicate in the annual funding netice for the plan that the plan is at-risk
and disclose additional at-risk funding targets.

«  Immediate taxation of non-gualified pension or deferred compensation for certain employess may
occur if the plan sponsaris a public company. This may result when nan-gualified pension ar
deferred compensation for such employees is funded during a period when a plan sponsored by
the plan sponsor or ancther member of the plan sponsers controlled group is in at-risk status.
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1.8 Basis for valuation

Appendix A summarizes the assumptions, metheds, models and socurces of data and other
information used in the valuation. Appendi B summarizes the principal provisions of the plan being
valued. Ecth of these appendices include a summary of any changes since the prior valuation. Unless
otherwise described below under Subsequent Events, assumptions were selected based on
infarmaticn known as of the measurement date.

Certain models (as described in ASOF No. 56) were used in preparing the information presented
herein. Further infarmation an these models can be found in Appendix A

Subsequent Events
MNeone.
Additienal Informatien

Mene.
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Actuarial certification

This valuation has been conducted in accordance with generally accepted actuarial principles and
practices. However, please note the information discussed below regarding this waluation.

Reliances

In preparing the results presented in this report, we have relied upon information regarding plan
provisions, participants, assets and sponsor elections provided by El Pase Electric Company and other
persons ar organizations designated by El Faso Electric Company. We may also have relied on certain
madels developed by others: any such reliance is discussed in Appendix A. See the Sources of Data and
Other Information section of Appendix A for further details. In addition, the results in this report are
dependent on contributions reported for the prior plan year and maintenance of funding balance elections
after the valuation date.

We have reviewed this information far overall reasonableness and cansistency, but have neither audited
nor independently verified this information. Based on discussions with and concurrence by the plan
spansor, assumptions or estimates may have been made if data were not available. We are not aware of
any emars or amissions in the data that would have a significant effect an the results of our calculations.

We have relied on all the information provided as complete and accurate. The results presented in this
report are directly dependent upon the accuracy and completeness of the underlying data and information.
Any material inaccuracy in the data, assets, plan provisions or information regarding centributions or
funding balance elections provided to us may have produced results that are not suitable for the purposes
of this report and such inaccuracies, as corrected by El Paso Electric Company, may produce materially
different results that could require that a revised report be issued.

Assumptions and methods under ERISA and the Internal Revenue Code for
funding purposes

The plan sponsor selected, as prescribed by regulation, key assumptions and funding metheds {including
the mortality assumption, asset valuation method and the choice among preseribed interest rates)
employed in the development of the results presented in this report and communicated them to us in the
letter dated September 20, 2023,

Ta the extent not prescribed by ERISA, the Internal Revenue Code and regulatory guidance fram the
Treasury and the IRS, ar selected by the sponsar, the actuarial assumptions and methods emplayed in
the development of the results presented in this report have been selected by WTW, with the concurrence
af the plan sponsar. |t is beyond the scope of this actuarial valuation to analyze the reascnableness and
appropriateness of prescribed methods and assumptions, or to analyze other sponsor elections from
among the alternatives available for prescribed methods and assumptions.

Otharthan prescribed assumptions, ERISA and the Internal Revenue Code require the use of
assumptions each of which is "reascnable {taking into account the experience of the plan and reasonable
axpectations), and which, in combination, offer the actuany’s best estimate of anticipated experience under
the plan.” The results shown in this repert have been developed based on actuarial assumptions that, to
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the extent evaluated or selected by WTW, we consider not to significantly conflict with what would be
reasanable. In addition, we believe that the combined effect of assumptions, otherthan assumptions set
by law and assumptions selected by ancther party that we have been unahle to assess far
reasonableness, or for which a provision for adverse deviation is included, is expected to have no
significant bias. See Appendix A for a discussion of any assumptions that we were unable to assess or for
which a provision for adverse deviation has been included. Other actuarial assumptions could also be
considered to be reasonable. Thus, reasonable results differing from those presented in this report could
have been developed by selecting different reasenable assumptions.

A summary of the assumptions, methods, models and sources of data and other informaticn used is
provided in Appendix A. Note that any subsequent changes in metheds or assumptions for the 2023 plan
year will change the results shawn in this repart and could result in plan qualfication issues under

IRC §436 if the application of benefit restrictions is affected by the change.

Nature of actuarial calculations

The results shown in this report are estimates based on data that may be imperfect and on assumptions
about future events that cannct be predicted with any certainty. The effects of certain plan provisions may
be approximated, or determined to be insignificant and therefare not valued. Reasonable efforts were
made in preparing this valuation to confirm that items that are significant in the context of the actuarial
liabilities or costs are treated appropriately, and are not excluded or included inappropriately. Any
rounding {or lack thereaf) used for displaying numbers in this report is not intendad to imply a degree of
pracision, which is not a characteristic of actuarial calculations.

If overall future plan experience produces higher benefit payments or lower investment returns than
assumed, the relative level of plan costs or cantribution requirements reported in this valuation will likely
increase in future valuations {and vice versa). Future actuarial measurements may differ significantly from
the current measurements presented in this report due to many factors, including: plan experiznce
differing from that anticipated by the economic or demographic assumptions; changes in economic or
demagraphic assumptions; increases or decreases expected as part of the natural cperation of the
methedelogy used for the measurements {such as the end of an amertization peried or additional
contribution requirements based on the plan’s funded status); and changes in plan provisions or
applicable law: It is beyond the scope of this valuation to analyze the potential range of future pension
contributions, but we can do so upan request. See Appendix C for disclosures required under

AZOF Mo, 51 of significant risks related to the plan.

See Basis for Valuation in Section 1 above for a discussion of any material events that have accurred after
the valuation date that are nat reflected in this valuatian.

Seplomber 2023 W
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Limitations on use

This report is provided subject to the terms set cut herein and in cur engagement letter dated January 24,
2023 and any accompanying or referenced terms and conditions.

The information contained in this report was prepared for the internal use of El Paso Electric Company
and its auditors and any arganization that provides benefit administration services for the plan in
connection with cur actuarial valuation of the pension plan as described in Purpeses of Valuation above. It
is nat intended for and may nat be used for ather purposes, and we accept no respansikility or liakility in
this regard. El Faso Electric Company may distribute this actuarial valuation repart to the appropriate
autharities wha have the legal right to require El Paso Electric Company to provide them this report, in
which case El Pasa Electric Company will use hest efforts to notify WTW in advance of this distribution.
Further distribution to, ar use by, other parties of all ar part of this report is expressly prohibited without
WTW's prior written consent. WTW accepts no respansihbility for any consegquences arising from any ather
party relying on this report or any advice relating to its contents.

32023 WTW. Propriefary end confdentlal.
W Far WTW and WTW tliani uss oy
whwro.com
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Professional qualifications

The undersigned consulting actuaries are members of the Society of Actuaries and meet the "Qualification
Standards for Actuaries |ssuing Statements of Actuarial Cpinion in the United States” relating to pension
plans. Our objectivity is not impaired by any relationship between El Paso Electric Company and aur
amployer, Willis Towers Watson US LLE.

JOATD,

David Andersan, ASA, EA
Senior Directar, Retiremant
23-07453

September 27, 2023

g
Cat Kenagy, FSA, EA
Senior Director, Retirement
23-07480
September 27, 2023

Willis Towers Watson US LLC

September 2023

F— wihw
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Section 2 ; Actuarial exhibits

21  Summary of liabilities

All manetary amounts shawn in US Dallars

Plan Year Beginning 01/01/2023 01/01/2022
A Funding Target [Disregarding At-risk Assumptions)
1 Funding target 300,831,131 201,611,083
2 Target normal cost 8,540 769 573078

B Funding Target (At-risk Assumptlans)
1 Funding target Tia A
2 Target normal cost MiA N/

C  Funding Target

1 Mumber of consecutive years at-risk o] o}
2 Funding target
Active employees — non-vested benefits /9284 970 T 488 481
k. Active employses — vested benefits 2,354,255 TE,425.578
c. Participants with deferred benefits 16,054 945 16,672,324
d. Paricipants receiving benefits 185,356,861 182,225, 600
e.  Total funding target 200,821,131 281,811,883
3 Target normal cost 2 540,789 §573.979
D Expected Disbur ts (benefit pay 1t= and exp ) 24 679,925 Mot required for
2022
E Low-Default-Risk Obllgatlon Measure! 208,268,954 Mot required for
2022

Accumulated and Vested Benefits

Accumulated benefits include benefits earned under the plan's benefit formula based an service rendered
and compensation earnad before the measurement date.

Benefits included in vested benefits are the same as described above for accrued henefits, except the
following henefits, if applicable, are excluded:

»  Far participants who are not disabled an the measurement date, disability benefits in excess of the
value of standard termination benefits {retirement benefits for thase eligible).

«  Forparticipants who have not yet satisfied the eligibility requirements for these benefits, early
retirement benefits and supplements in excess of standard termination benefits.

! The low-default-risk obligaticn measure was calculated using the pti d ibed in Appendix A except that segment
rates without ragard ta interest rate stabiliz ation were usad. Specifically, a rate of 4 .84% was used to discount benefit paymeants
axpacted to be paid in the first 5 years baginning an the waluation date, 5.15% for benefits expacted ta be paid in years 5-20,
and 4.85% for benefits expected to be paid after 20 years from the valuation date. For further discussion of the low-default-risk-

bligati . seethe Limitati section in the Purpeses of Valuation section abave.,

W 12023 WTW. P ropristary and confidential.
Far W and WTW cllent use onby
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Death benefits in excess of the plan's QPSA.

All henefits for paricipants wha are not yet vested in their accrued benefits or eligible far ather
benafits.

F— wihw
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2.2 Change in plan assets during plan year

All manetary amounts shawn in US Dallars

Plan Year Beglnning
A Reconciliation of Market Value of Assets

January 1 2

1 Market value of assets at January 1, 2022 (including discounted corntributions receiable) 380,976,085
2 Discounted contributions receivable at January 1, 2022 1,666,296
3 Market value of assets at January 1, 2022 (excluding confributions receiable ) 288,309,759
4 Employer contributions
a. For prior plan year 1,700,000
b Forcurrent plan year o}
c. IRC §436 contributions for current plan year ]
d.  Total 1,700,000
& Employee contributions o}
& Benefit payments (23,381,122)
T Administrative expenses paid by plan (1.522751)
& Transfers fromito) other plans 0
4 Investment return (94,424 972
11 Market value of assets at January 1, 2023 (excluding contributions receivable) 271670914
1 Discounted cortributions receivable at January 1, 2022 1,669,840
1. Market value of assets at January 1, 2023 (including discounted corntributions receiable) 273,340,754
B Rate of Return on Invested Assets
{l.e., for crediting unused funding balances)
1 Weighted invested assets AT 925,252
2 Rate of return during 2022 plan year (24 99%)
€ Discaunted Recelvable Contributlons at
January 1, 2023
Date Prior Year Contributions Discounted Value at
January 1, 2023
January 8, 2023 188,000 187,780
February 3, 2023 185,000 188 117
March 2, 2022 185,000 187,320
April 9, 2023 185,000 186,418
May 3, 2023 189,000 185,655
June 2, 2023 185,000 184 869
July 5, 2023 188,000 183,978
August 2, 2023 185,000 183,253
Septernber 2 2023 185,000 182,450
Total 1,669,840

W 12023 WTW. P ropristary and confidential.
Far W and WTW cllent use onby
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2.3 Development of actuarial value of assets

All manetary amounts shawn in US Dallars

Plan Year Beglnning

Preliminary Actuarial Walue of Assets before Corridor as of

January 1, 2023

1 Market value of assets as of January 1, 2022
2 Discounted receivable employer contributions

3 Deferred investment gainaf{losses) for prior periods

19

January 1, 2023

271,670,814
1,660,640

Plan Year Percent
Eeginning Gain/{Loss Deferred Deferred Amount
1o fz0ez 10,422, 062 L48.8859% 9,264,768
0712022 [32,829,656) TT.TTR (25,611,954)
04012022 (55,775,138 66.667"% (37,163, 426)
01801/2022 [34,619.901) 55.556% (18,344, 350)
1001 F2021 12,795,003 44.445% 5,686,668
0702024 (7.362,333) F3.332% (2.454,111)
04012024 20,176,779 22.222% 4483729
01/01£2024 (11.028.711) 11.111% (1,225523)
Total (66,384, 240)
4 Preliminary actuarial value of assets before application of corridor 339,724 995
B Lower Bound of Corrldar 246,006 679
C Upper Bound of Corridor 300,674,629
D Actuarial Value of Assets after Corridor as of January 1, 2023 200,674,829
E Rate of Return 6.11% for 2021

5.892% for 2022

Seplembar 2023
wiwco.com
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