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2.6 Calculation of estimated maximum deductible contribution

All monetary amounts shown in US Dollars

Based on Plan Year 2022

A Baslc Maximum

1 Funding target 383,052,588
2 Target normal cost 9,817,585
3 Actuarial value of assets 359,111,774
4 50% of funding target 196,528,285
5§ Additional funding target for future compsansation or benefitincreasas 29,848,787
68 Basic maximum daductible contribution 289,931,432

B Atrisk Maxlmum?

1 Funding target {atrisk assumptions}) N/A
2 Target normal cost {at-risk assumptions) NiA
3 Actuarial value of assets N/A
4 At-risk maximum deductible contribution N/A
C Minimum Required Contribution 0
D Estimated Maximum Deductible Contribution 269,931,432

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 guidanca has been provided by
the IRSTreasury. Allocations of costs to inventory have not been considered, and amounts deductible
for state incorma tax purposes may differ. Deductibility can bs influenced by timing of contributions,
differences between fiscal year and plan year, and differences (if any) between the years to which
prior cantributions were assigned for minimum funding purposes and the years in which they were
deducted. Our results have not been adjusted for non-deductad 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 counsal the tax-deductibility of all contributions as Willis Towers Watson 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 returmn 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.

1 At-risk maximum applies only for plans nat in at-risk stetus for purpases of determining maximum deductible contriputions
for the plan year.
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2.7 Calculation of PBGC premium

All monetary amounts shown in US Dollars

Premium Payment Yaar 2022

A Varlable Rate Premlum
1 Assumptions and Methods Used to Determine Premium Funding Target

& Premium funding target method Standard
b Premium funding target methed election date 2017
¢ UVE valuation date January 1, 2022
d Discount rates
i First segment rate 1.16%
i Second ssgment rate 2.72%
iii Third segment rate 3.10%
2 Premium Funding Target
& Aftributable to active participants 114,677,053
b Attributable to terminated vested participants 23,330,385
¢ Attributable to retirees 243,908,314
d Total premium funding target' 381,918,762
3 Market Value of Assets 390,976,055
4 Unfunded Vested Benefits g
5 Uncapped Variable Rate Premium? 0
6 Maximum VRP? 1372410
7 Wariable Rate Premium g

1 Reflects atrisk status, if applicable.
2 Using variable rate premium of $48 per $1,000 of unfunded vested benefits.
?  Using maximum per-participant premium of $538.
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Section 3: Participant data

31 Summary of participant data

All monetary amounts shown in US Dollars

Census Date 0101720221 01/01/2021
A Actlve Employees
1 Number 1,065 1,138
2 Average expected plan compensation 88,005 88,258
3 Average age 44,28 45,98
4 Average credited service 12.00 14.01
B Participants with Deferred Benefits
1 MNumbar 351 44
2 Deferred FAP annusl bengfits
Tatal 1,914,434 1,938,463
Average 6,236 6,377
3 Deferred CB benefits
Total 1,318,261 1,036,786
Average 14,858 13,824
4 Average age 53.34 53.39
C Participants Receiving Benefits
1 Number 08 826
2 Total annual pansion 16,977,050 13,716,785
3 Awverage annual pension 18,738 16,606
4 Average age 71.54 71.61
& Distrbution at January 1, 2022
Under 55 5 28,198
55-58 34 808,923
&60-64 126 3 2859 068
55-89 257 4 B58,197
70-74 238 4,545,154
75789 106 1,637,949
A0-84 &8 1,165,107
&5 and over 54 743 463
1 Headcourts as of 01401/2022 reflect 43 attemnate payees, 16 of whom have survived the original participant.
WillisTowers Watson Li"I"0:l Wills Towers Watson Conficentlal
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3.2 Participant reconciliation

Inactive

Currently

Recelving
Banalits,

SCHEDULE G-2.1
ATTACHMENT A
Page 266 of 362

23

1 Included in January 1, 2021 valuation 344 826

2 Change dueto:
a New hire and mehire g1 {3) a a8
b Non-vested termination {15) 0 0 {15)
¢ Vested termination {22) 22 0 0
d Retiremant (87) 9 98 o
B8 Disability g 1] a o
f Death without beneficiary 2 {16) {18)
g Death with beneficiary 0 0 (13} {13)
h Cashout {38) )] 0 {41}
i New Altemative Payees g 1] 2 2
j Beneficiary Commencement 0 13 13
k Miscellanecus 0 {2) 2
| Net changs {73) 80 14

3 Included in January 1, 2022 valuation' 1,065 351 a06 2322

1 Headcourts as of 01401/2022 reflect 43 attemnate payees, 16 of whom have survived the original participant.

Seplember 2022
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3.3 Age and service distribution of participating emplovees

Number and average plan compensation limited by IRC §401{a){17) distributed by attained age and attained years of credited service
All monetary amounts shown In US Dollars
Aftained Years of Gredited Sarvice'

59 1014 15:19 -20-24 26 3539 40.8 Over

2529 19 17 15 2 10 29 o o o o o 1] 1] 92
30-34 17 10 =2 g 10 76 10 o o o o 1] 1] 150
35-39 17 ] 12 2 g 67 )| 7 o o o 1] 1] 154
444 11 4 7 1 4 48 37 17 & ] ] ] ] 134
45-485 ] ] ] 0 3 40 32 32 15 ] 1 ] ] 148
50-54 a a -] 1 1 19 23 21 12 21 1& a a 131
5558 2 2 2 a ] 10 18 10 13 23 20 & 2 110
60-84 1 1 2 a 1 ] 10 10 5 17 19 a 12 a6
55-89 a a a a 1 o] 2 2 o] 2 o 3 8 18
T0 & over a a a a o] o] o] o] 1 o] o 1 2 4
Total -] 82 78 12 39 30 163 99 51 7 56 21 24 1,085
Avarage: Age 44 Number of Participarts: Fully vested 850 Males 782

Service 12 Partially vested o Females 283

Census data as of January 1, 2022

1 Age and servica for purposes of detarmining category are based on exadt {not rounded) values.
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Section 4: Adjusted Funding Target
Attainment Percentage (AFTAP)

El Paso Electric Company retained Willis Towers Watson US LLC ta perform a valuation of its pension
plan for the purpose of measuring the plan’s AFTAP for the plan year beginning January 1, 2022 in
accordance with ERISA and the Internal Revenue Cade. This valuation has been conducted in
accordance with generally accaptad actuarial principles and practices.

The enrolled actuaries making this certification are members of the Society of Actuaries and other
professional actuarial organizations and rmeet 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, 2022 is 123.06%. This
percantage is basad on the assumptions, participant data, and plan provisions we ralied 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

m El Paso Electric Company’s representation is that there were no annuity purchases for non-highly
compensated employees mads by the plan in the plan years beginning in 2020 and 2021.

Funding Balances

m  Our understanding is that El Pasa Electric Company has not slected to increase the prafunding
balance as of the first day of the 2022 plan year.

m  Our understanding is that the plan is not subject to a deemed election to reduce the funding
balances in 2022.

m  Our understanding is that El Paso Electric Company has not elected to apply any of the plan’s
funding balances to tha 2022 minimum required contribution.

m  Our understanding is that El Pasa Electric Company has elected to reduce the plan’s funding
balances as of the first day of the 2022 plan year by $6,000,000 as follows:

All monetary amounts shown in US Dallars

| Date Amount:

January 1, 2022 6,000,000

Total 6,000,000
September 2022 WillisTowers ¥Watson Li"1"L.8
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Contributions

m  Our understanding is that El Pasa Electric Company has mada the following employer
contributions after December 31, 2021 and befare September 30, 2022, for the 2021 plan year, as
follows:

All monetary amounts shown in US Dollars

Armounit
February 14, 2022 77T
April 5, 2022 arrire
May 3, 2022 188,888
June 2, 2022 188 889
July 5, 2022 188 889
August 15, 2022 188,889
September 2, 2022 188,888
Total 1,700,000

Subsequent Events

m There were no plan amendments that took effect in the current plan year that were taken into
account for the current plan year's AFTAP certification.

m There were no unpredictable contingent event benefits (UCEBs) that took effect in the current plan
year that weore taken in account for the current plan year's AFTAP certification.

m  There wara no praviously suspended accruals restored during the currant plan year that were
taken into account for the current plan year's AFTAP certification.

Elections

= Our understanding of sponsor elections required under the Pension Protection Act of 2006 (PPA),
with respect to interest rates, Actuarial Value of Assets and other methods and/or assumptions, as
confirmed in the Sponsor's e-mail dated September 27, 2022.

In making this certification, we ralied on asseat, contribution, funding balance elaction, and annuity
purchase information provided by the Company, including dates and amounts of contributions made to
the plan through the date of this certification, dates and amounts of funding balance slections by the
Company through the date of this certification, and amounts of annuity purchases for non-highly
compensated employees in the past twao 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 cerlify to the accuracy ar
completeness of asset, contribution, funding balance glection and annuity purchase inforrmation, and
this certification relies on and is contingent on the accuracy and completeness of this information.

WillisTowers Watson Li"I1"6:l Wills Towers Watson Confidential
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The development of the AFTAP is shown below:

All monetary amounts shown in US Dollars

Plan Yaar Beginning 01/01/2022
Actuarial value of assets as of January 1, 2022 359,111,774
Funding standard carryover balance at January 1, 20222 ]
Prefunding balance at January 1, 20222 44,665 783
Funding target {disreganding at-risk assumptions) 291,811,983
AVAMunding target {disregarding at-risk agsumptions) 123.06%
Assets for AFTAP calculation® 358.111,774
Annuity purchases for NHCEs during 2020 and 2021 1]

Spacific AFTAP
Adjusted Funding Target Attalnment Percentage {AFTAP) 123.06%

Immediate Implications of AFTAP Certification

We beliove that the certified AFTAP of 123.06% for the 2022 plan year has the following implications
for benefit limitations described in IRC §436. El Paso Electric Company should review these
conclusions with ERISA counsel;

m  Benafit accruals called for under the plan without regard to IRC §438 must continue

m  Accelerated distributions called for under the plan without regard to IRC §436 must continue in full.

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

m  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.

1 Refiects discounted contributions made for the 2021 plsn year only if psid on or before the certfficetion date. Includes
securlty posted by the beginning of the plan year In the form of a bond or cash held In escrow.

2 Reflects elections made to-date {other than elections to apply the funding balances to 2022 MRC), and reflects any
elections to revoke excess use.

3 AVA If AVAFFunding Target (disregarding at-risk assumptions) >=100%; ctherwise (AVA-funding balances).

September 2022 WillisTowers ¥Watson Li"1"L.8
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Implications of 2022 AFTAP for Presumptions in Next Plan Year

Bacausa the AFTAP for tha 2022 plan yaar is at least 90% the presumed AFTAP for 2023 will remain
equal to the 2022 certified AFTAP, and changes in benefit restrictions will not occur, before the 2023
AFTAP is certified, provided that the 2023 AFTAP is certified befare the first day of the tenth month of
the plan year.

Note, however, that adoption of plan amendments and/or payment of UCEBs may change this result.
Cat Kenagy, FSA, EA
Senior Director, Retirement

20-07490
September 28, 2022

S o

David Andersan, ASA, EA
Sanior Director, Retirement
20-07493

Saptamber 29, 2022

Willis Towers Watson US LLC
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Appendix A: Statement of actuarial
assumptions, methods and data sources

Assumptions and methods for contribution purposes

‘Economlc Assumptions
Interest rate basis

= Applicable menth January

m Interast rate basis Segmaent Rates from Valuation
Date
Reflecting Not Reflecting

Interest rates Stabilization  Stabilization

m First segment rate 4.75% 0.88%

m  Second segment rate 5.18% 2.61%

m  Third segment rate 5.92% 3.27%

mn Effective interest rata 541% 2.83%

As permitted by law, rates reflecting stabilization are used to determine the funding target and
target nomal cost, and thus the minimum required contribution under IRC §430 far 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 aconomic assumptions used in the valuation.

Ratas not reflecting stabilization are used to determina PBGC variable rate pramiums if the
alternative method is used, and are used to determine the PBGC FTAP and the PBGC 4010 FS.

Annual rates of increase

m  Compensation: 4.50%
m  Statutory limits on compensation 2.40%
Plan-ralated expenses $201,960
Cash balance interest crediting rate 3.80%
September 2022 WillisTowers Watson Li"I"Ll
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Dsmographic Assumptions

Incluslon date

New or rehired

amployees

Mortality

= Healthy

m Disabled

Termination

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

It was assumead there will be no new or rehired amployeeas.

Separate rates for non-annuitants (based on RP-2014 “Employees®
table without collar or amount adjustments, adjusted backward to 2006
with MP-2014, and then projected forward with a static projection as
specified in the regulations under §1.430(h){3)-1 using Scale MP-2020
and annuitants (based on RP-2014 “Healthy Annuitants® table without
collar or amount adjustments, adjusted backward to 2006 with MP-
2014, and then projected forward with a static projection as specified in
the regulations under §1.430(h)(3)-1 using Scale MP-2020,

Separate rates for non-annuitants (bhased on RP-2014 “Employeas’
table without collar or amount adjustments, adjusted backward to 2006
with MP-2014, and then projected forward with a static projection as
specified in the regulations under §1.430(h)(3)-1 using Scale MP-2020
and annuitants (based on RP-2014 “Healthy Annuitants” table without
callar or amount adjustments, adjusted backward to 2006 with MP-
2014, and then projected forward with a static projection as specified in
the regulations under §1.430(h)(3)-1 using Scale MP-2020.

Rates varying by age and gender
Reprasentative Termination Rates

Parcentage Ieaving.during the year
Altained Age Males Females
20 5.00% 6.00%
25 5.00% 6.00%
30 5.00% 8.00%
35 4,00% 8.00%
40 3.00% 8.00%
45 2.00% 4.00%
50 1.00% 2.00%

WillisTowers Watson Li"I1"6:l Wills Towers Watson Confidential
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Disability 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 0.18%
35 0.19%
40 0.30%
45 0.45%
50 0.69%
Retirement Rates varying by age

For purposas of datarmining the Funding Targst and Target Normal
Cost (both disregarding at-risk assumptions), the rates at which
participants retire by age are shown below.

Percentags assumetl to retiré during the-year
Active Participants

Final Average Pay

Taminated
Reduced Eary Unreduced Vested
Age Retirement Retirement  Cash Balance Participants
55 3% 5% 10% 3%
56 - 59 3% 5% 10% 3%
80 3% 10% 10% 15%
51 3% 10% 10% 5%
&2 20% 20% 20% 5%
&3 10% 10% 10% 5%
54 10% 10% 10% 20%
£5-68 25% 25% 25% 40%
70+ 100% 100% 100% 100%
Benefit commencement
date:
m  Preretirement The later of the death of the active participant or the date the participant
death benefit would have attained age 55
September 2022 WillisTowers Watson Li"I"Ll
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m Defarred vestad
benefit

m Disability benefit

n Retirement
benefit

Form of payment

m Final Average
Pay Participants

m Cash Balance
Participants

Lump Sum & Annulty
Conversion

Percent married

Spouse age

Covarsad pay

SCHEDULE G-2.1
ATTACHMENT A
Page 275 of 362

Retirement Income Plan

Tha later of age 55 or tarmination of amployment

Upon disablement

Upon termination of smployment

100% are assumed to elact a Single Life Annuity

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

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

75% of participants eligible for pre-retirement death benefits are
assumed to hava an aligible 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 overtime, banuses, expense

allowances, profit sharing, and any other extra

compensation in any form.

Meathods
Valuation date

Funding target

First day of plan year

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

WillisTowers Watson Li"I1"6:l Wills Towers Watson Confidential
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Target normal cost

Decrement timing

Actuarial valus of asssots for
datarmining minimum required
contributions

Beneafits not valuad

Seplember 2022

SCHEDULE G-2.1
ATTACHMENT A
Page 276 of 362

Present value of henafits 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.

The approach used is called rounded middle of year
(rounded MOY) decrement timing. Most avents 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 dacrements, the rate
applied is based on the participant’s rounded age {nearest
integer age) at the beginning of the year, to align with the
methedology generally used to create those rate tables.
For retirement and withdrawal decrements: the age is
genarally 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, 8, 9, 12, 15, 18, 21, and 24 months preceding
the valuation date, adjusted for contributions, benefits,
administrative expenses and expectad earnings (with such
expected eamings limited as described in IRS Notice 2009-
22). The average asset value must ba within 10% of
market value, including discounted contributions receivable
{discounted using the effective interest rate for the 2021
plan year.)

The method of computing the actuarial value of assets
complies with rules govemning the calculation of such
values under the Pension Protection Act of 2006 (PPA).
These rules produce smaoothed 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 valug in soms years
and greater in other years. However, over the long term
under PPA's smoothing rules, the method has a significant
hias to produce an actuarial valua of assets that is below
the market value of assets.

All benefits described in the Plan Provisions section of this
report were valued. Willis Towers Watson has reviewed the
plan provisions with the plan sponsor and, based on that

WillisTowers Watson Li"I"L6
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raview, is not awars of any significant banefits required to
be valued that were not.

Sources of Data and Other Information

The plan sponsor furnished participant data as of 1/1/2022. Information on assets, contributions and
plan provisions was supplied by the plan sponsor. Data and other information were reviewad for
reasonableness and consistency, but no audit was performed. Based on discussions with the plan
sponsar, assumptions or estimates wers made whan data were not available. A summary of these
assumptions can be found in our email dated June 29, 2022.

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

Assumptiois Rationale - Significant Ecoriomic Assumptions

Discount rate

Cash Balance Interest crediting

rate

Annuity conversion rate

Plan-related expenses

Rates of increase in:

Compensation

Increases in statutory limits
(CPI

WillisTowers Watson Li"I1"6:l

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

The plan credits interest to cash balance accounts using the
30-year Traasury rata, but with a minimum interest cradit rate
of 3.80%.

As required by IRC §430, cash balances ars converted to
annuities using "annuity substitution™, so that the interest rates
assumed are effectively the same as described above far 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 are based on plan sponsor
expectations.

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

Wills Towers VWatson Corfidentlal
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m  Assumad return for asset The assumed return used for assat smoothing is the third
smoothing segment rate.

' Assumptions Ratlonale - Significant Demographlc Assumptions:

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

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

Termination Temination rates were based on an experience study

conducted in 2017, with annual consideration of whether any
conditions have changed that would be expacted to producea
different results in the future.

Disability Disability rates were basad on an experiance study conducted
in 2017, with annual consideration of whether any conditions
have changed that would be expected to produce different
rasults in the future.

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.

Benefit commencement date for
deferrad banefits:

m Preretirement death benefit Surviving spouses are assumed to begin benefits at the
parliest parmitted 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
carmmencement date is expected to be of approximately equal
value, and experienca indicates that most spousas do take the
benefit as soon as it is available.

s Deferred vested benefit Based on plan sponsor's historical experience and
expectations for the future with periodic adjustment based on
observed gains and losses.
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Tha parcantage of retiring participants assurmed to take lump
sums or an annuify is based on historical experience and best
expectations for the future with consideration of whether any
conditions have changed that would be expacted to producea
different results in the future.

The assumed percentaga 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.

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

The methods used for funding purposes as described in
Appendix A, including the method of determining plan assets,
are “prescribad methods set by law®, as defined in the actuarial
standards of practice (ASOPs). These methaods are required by
IRC §430, ar were selected by tha plan sponsor from a range
of methods permitted by IRC §430.

‘Changes In:Assumptlons and Methods

Change in assumptions since
prior valuation

Change In methods since prior
valuation

WillisTowers Watson Li"I1"6:l

The segment interest rates used to calculate the funding target "
and target normal cost ware updated to tha current valuation
date as required by IRG §430.

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

The assumaed plan-related expenses added to the target
normal cost were changed from $741,864 for the prior
valuation to $201,960 far the current valuation.

None
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Quantify

Published Demographic
Tables
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Quantify is the Willis Towers Watson centrally developed, tested
and maintained Global actuarial valuation system. It is used to
perform valuations of clients' benefit plans.

Quantify provides the ability to procass data, calculate benefits and
valua bensfit liabilties, develop results using applicable standards,
and generate cliant reports.

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

Plan liakilities ara calculated based on standard actuarial
techniques, 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 liability methodologies that are
intandad to reasonably reflact a variety of economic or
dermographic conditions. The model itself does not evaluate any
assumptions entered for reasonableness, consistency or probability
of accurrence.

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 ralied 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 comectly.

Certain demographic tables described above are standard

published tables or are based on standard published tables from
models developed by organizations with the requisite expertise

WillisTowers Watson Li"I"L6
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Appendix B : Summary of principal plan
provisions

Plan Provisions
Tha most recant amendrment 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 Sarvice shall becoma a Mamber in tha plan. An
employee receives a year of Eligibility Service if he completes
1,000 or more Hours of Service within a 12-manth period
commencing with his date of employment or any anniversary date.

Effactive April 1, 2014, an employea hired or re-hirad

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 acerue future
benefits under the Plan as a Cash Balanca Banefits rather than as
final average pay benefits. An employse 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.

Dafinitiors

Vesting service One year for each 1,000-hour calendar year of employment with EI
Paso Elactric Company

Benesfit service:

m Final Average Pay Ona yaar for each 1,000-hour calendar year of amplaymant.

m Cash Balance Priar to January 1, 2014, a Member receives credit for one full
year for each Plan Year in which he completes 1,000 or mare
hours of service. A Cash Balance Member (other than a Cash
Balance Member who is hired or re-hired after December 31, 2013
and befora 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 earned by a Cash Balance
Member.

WillisTowersWatson Li'l"6l Wills Towers Watson Confidential
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Pansionabls pay

Average gamings:

m Final Average Pay

m  Cash Balance

Normal retirement date (NRD)

Accrued benefit:

m  Final Avarage Pay

m  Cash Balance

Seplember 2022
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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 employed by the amployer as
of April 1, 2014 and becomss 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.

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 upon
Normal Retirament is the greater of (&), (b), {¢) or (d) below, loss
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 Eamnings multiplied by years of
banefit service.

{b) $25.00 muHiplied by years of projected benefit service at
normal retirement date, not to exceed 10.
This amount multiplied by the ratic of years
of benefit sarvice earmed to date,
divided by years of projected benefit service at normal
retirement date. This benefit shall be no greater than $250
per month.

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

{d) Amount of accrued benefit eamed as of October 17, 1990
under the pricr benefit formula

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

WillisTowers Watson Li"I"L6
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m Pay Cradits

m Interest Credits

Monthly preretirement death
benefit:

m Befare Normal Retirement Age
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{a) Tha banefit accrued under the Plan prior to becoming a Cash
Balance Member, as determined under the Final Average Pay
formula above.

{b) Tha Cash Balance Account, consisting of pay credits and
intarest credits,

Far 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
yaars of Vesting Sarvica, as shown balow:

Ago Plus'Vesting Percentage.of Base Pay

Service 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%

Interast credits are allocated to tha Cash Balance Account as of
the last day of each month. The interest credit is determinad by
multiplying the Cash Balance Account as of the last day of the
preceding month by the 30-Year Treasury Bond Rate for the
month, which when compounded monthly for the 12 manths of the
Plan Year, is equal to the 30-Year Treasury Bond Rate for August
of tha preceding yaar (but no less than 3.80% for the Plan Year,
campounded monthly).

Payable upon the death of a participant employed by the Company
who had completed 5 years of Vesting Service. If the participant
dies before aftaining 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 day
aftar the earliest ratirement age. If the participant dies after
attaining age 50 with 10 years of service, the amount payable ta

Wills Towers VWatson Corfidentlal
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the eligible spousse is 50% of the participant's Accruad Benefi,
commencing immediately.

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

Normal retirement

Early ratireoment:

m Final Average Pay

m Cash Balance

Postponed retirament

Defarred vested termination

Disability

Prarstirament death benefit

Retirerment on NRD

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 recsive 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 Benefit without any
reduction.

Early retirameant under the plan is age 55 and complstion of 3
years of Vesting Service.

Reatiramant after NRD

Termination for reasons other than death or retirement after
complating five years of vesting sarvice for a Final Average Pay
participant or thrae ysars of vesting sarvica for a Cash Balance
Member

Permanent 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 a surviving spouse

Benefitz. Paid Upen the Following Events

Normal retirement

Early retiremant:

Seplember 2022

The monthly pension benefit determined as of NRD
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m Final Average Pay

m  Cash Balance

Postponad retirement

Deforred vested termination:

m  Final Avarage Pay

m  Cash Balance

Disablamant:

m Final Average Pay

m Cash Balance

Preretirement death

WillisTowers Watson Li"I1"6:l
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Tha monthly pansion benefit detarmined 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 tha commencament
date. The Cash Balanca Baenefit determined as of the
commancemeant date will ba 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
Retiremeant with the monthly pension bansfit determined as of
NRD reducad 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 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.

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 years while
disabled, at NRD. The qualified joint and spouse survivor death
banafit will apply.

Payable to a participant immediately 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
vasting service, then the monthly prerstirement death benefit
payable on behalf of an aclive employee is unreduced for form of
payment and early retirement.
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In all other cases, the monthly preretirement death banefit payable
is reduced 6.657% for each of the first five years and 3.333% for
each of the next five years that payment precedes the participant’s
NRD.

Othar Plan Provisions
Forms of payment

Pension Increases

Plan participants’ contributions

Automatic Cash Out

Maximum limits on benefits and

Preretirement death benefits 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 s0 elects. Otherwise, benefits are paid in
the form of a 50% joint and survivor annuity option or, 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 survivar annuity, a ten-year certain
and life annuity, (for married participants) a Iife annuity, ar (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
interest rate of 6% compounded annually. Actuarial eguivalence
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
immadiataly preceding the first day of tha Plan Yaar in which the
distribution is being mads.

None

None

Upan termination of service, if the lump sum value of the accrued
benefit is less than $1,000, the lump sum amount is paid as soan
as practical after termination.

All benefits and pay for any calendar yaar may not exceed tha
maximurn limitations for that year as defined in the Internal
Revenue Caode. The plan provides for increasing the dollar limits
automatically as such changes take effect.

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.

Seplember 2022
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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 Plan

The following sections discuss certain risks associated with the Retirement Income 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 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, if these elements move in the opposite direction than discussed below. Note also that any
assessment of the risk provided below is speculative and made by the actuary who may not have all
the information necessary to evaluate the significance of the risk to the company or plan participants
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 fo their own conclusions as to
the significance of the risk presented. A more complete understanding of these or other risks would
require 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 condition 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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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 to 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
are invested in securities that would not be expected to move in any predictable pattern relative to
plan liabilities. 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 return-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 sponsar), 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
investments 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. If yields trend downward,
the pension obligations and required contributions may increase significantly and the higher
contribution rates may persist for a long period of time. The 25-year average currently results in the
use of interest rates that are higher than current market yields. Under current law the effect of the
averaging will decline over time because the specified percentage will be increased from the current
10% to 30%. Together these two facts mean that the interest rates used to measure liabilities will
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decline over time if market yields remain at current levels, Therefore, we expect interest rates used to
measure liabilities to decline, the plan's funded status to deteriorate and minimum required
contributions to increase.

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 that do not reflect current market conditions.

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 mortality 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 plan includes 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,
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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 more 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.

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 sponsar contributions and benefits
accruing, respectively, in addition to interest rates, asset gains and losses, and other experience.

Plan Year Fair Market Funding Target Funded
Value of Assets Percentage
2022 389,309,759 393,052,569 99.05%
2021 375,327,497 370,706,150 101.25%
2020 327,152,316 330,215,292 99.07%
Seplember 2022 WillisTowers Watson 1«"I*l:l
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Appendix D: Descriptions of funded status

measures
Calculations for Funding Ratios Chart in Section 1: Summary of Resuits
Prior Year Ratios
Purpose of Ratio Asset Measure Obligation Measure
1 Test ability to apply funding balances to current year AVA - PFB
2 gﬂ?:hﬂv contribution exemption test for current year AVA-FSCB-PFB
3 At-risk Prong 1 Test for current year AVA - FSCB - PFB
4 At-risk Prong 2 Test for cument year AVA-FSCB-PFB  FTAR, but without loads
Current Year Ratios
Purpose of Ratio Asset Measure Obligation Measure

1 Test ability to apply funding balances to next year's

MRC
2 Quarterly contribution exemption test for next year Same as for analogous Prior Year Ratio
3 At-risk Prong 1 Test for next year
4 At-nsk Prong 2 Test for nexl year
5 PBGC 4010 filing gateway test (PBGC FTAP) AVA-FSCB - PFB
(to determine whether a filing is required next year
for the cument plan year)
6 Exemption from establishing SAB In current year:
- |f PFB applied to current year MRC AVA - PFB
- |f PFB not applied to current year MRC AVA
7 Eliminate SABs in current year AVA - FSCB-PFB
Benefit Restriction Ratios

Purpose of Ratio for Plan Year Obligations

Adjusted Funding Target [AVA if AVAIFTQ >= FTO' + annuity
Attainment Percentage (AFTAP) - 100%; AVA—FSCB - purchases for NHCEs
Application of Banefit Restrictions PFB otherwise] + in previous 2 years
under IRC 436 annuity purchases for
NHCEs in previous 2
years

FTO ignoring interest
rate stabilization

' If plan sponsor is in bankruptcy, FTO is calculated using interest rates that are not stabiiized for purposes of resirictions on
accelerated payments.
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Definitions of terms

FTAP
PBGC FTAP

FSCB

PFB

Funding balance

FTO
FTO ignoring

stabilization

FTAR

FT

F3

PBGC 4010 FS

Short for

Funding target attainment percentage

FTAP for exemption from ERISA 4010

Funding standard carryover balance

Prefunding balance

FSCB + PFB

Ongoing funding targst

FTO caleulated ignoring interest 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

Shortfall amortization base

SCHEDULE G-2.1
ATTACHMENT A
Page 292 of 362

49

Definition
{AVA - FSCB - PFB)/FTO

{AVA — FSCB - PFB)/ (FTC ignoring
interest mte stabilization)

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

Accumulated contributions in excess of
thesa required since PPA applied to the
plan, to the extent the plan sponsor
elected to create PFB, less amounts
subsequently applied to MRC or forfeited

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

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

Funding target reflecting at-risk
assumptions and any applicable loads,
as described in IRC 430(j}, with no
phase-in

Funding target used to calculate MRC.

Equals:

m FTO if the plan is not at-risk.

m FTAR if the plan has been at risk for
at least 5 consecutive plan years.

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

FT — (AVA — funding belances)

FT {ignoring intersst rate stabilization) -
AVA,

Sea PBGC reporting requiremsents
section of the report for more
information.

An SAB is established each year equal
to the F5 less the prasent value of tha
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.

' Hplan sponsor is in bankruptey, FTO is calculated using interest rates that are not stabilized for purposes of restrictions on
accelerated payments.

Seplember 2022
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TNC

MRC

AVA

Short for

Target normal cost

Shortfall amortization instaliment

Minimum required contribution

Actuanal value of assets

WillisTowers Watson Li"I1"6:l

SCHEDULE G-2.1
ATTACHMENT A
Page 293 of 362

Retirement Income Plan

Définition

Present value of benefits expected to
accrue, and expenses expected to be
paid from plan assets, for the year.
Reflects atrisk assumpticns if the plan is
at-risk (phased-in if plan has been at-risk
for fewer than S consecutive years as
described above)

Amortizaticn for an 5AB esteblished in a
particular year. SAls are eliminated if FS
is less than or equal to $0.

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

“Plan assets”™ under PPA, including
discounted receivables and reflacting
any smoothing. See section 2.3 for more
details.

Wills Towers VWatson Corfidentlal
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El Paso Electric Company
Retirement Income Plan
Actuarial Valuation Repaort

Employer Contributions for Plan Year Beginning
January 1, 2021 Benreflt Cost for Flscal Year
Beglnring January 1, 2021 under US GAAP

September 2021

This report is confidential and intended salely for the information and benefit of the intended recipient thereaf. i may not be
distributed to a third party unless expressly allewed under the “Actuarial Certification” section herain.
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Purposes of valuation

El Paso Electric Company {the Company) retained Willis Towers Watson US LLC (“Willis Towers
Watson”), to perform an actuarial valuation of the Retirement Income Plan for Employees of El Paso
Electric Company for the purpose of determining the following:

1. Thea minimum required contribution in accordancea with ERISA and tha Intsrnal Revenue Code
({IRC) for the plan year beginning January 1, 2021.

2. The estimated maximum tax-deductible contribution for the tax year in which the 2021 plan year
ends in accordance with ERISA as allowed by the IRC. The maximum tax-deductible contribution
should be finalized in consultation with the Company’s tax advisor.

3.  An assessment of ERISA §4010 reporting requiremsnts for the plan for 2021.

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

5. The value of benefit obligations as of January 1, 2021 and El Paso Electric Company‘s pension
cost for fiscal year ending Dacember 31, 2021 in accordance with FASB Accounting Standards
Codification Topic 715 {ASC 715-30).

6. Asrenuested by El Paso Electric Company, a “specific certification® of the Adjusted Funding
Target Attainment Percentage (AFTAP) for the Retirement Income Plan for Employees of El
Paso Electric Company under IRC §436 for the plan year beginning January 1, 2021. Please see
Section 4 for additional information. Note that the AFTAP cartification included hersin may be
superseded by a subsequent AFTAR certification for the Retirement Income Plan for Employees
of El Paso Electric Company for the plan year beginning January 1, 2021.

Limitations

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

1. This report does not determina tha plan’s liquidity shortfall requiremants {if any) undar IRC
§430(j)(4). If applicable, we will determine such requirements separately as requested by the
Company.

2, 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 report is intended to
assess, and none may be appropriata for assessing, the sufficiency of plan assets to cover the
estimated cost of setlling the plan’s benefit obligations, as all such measures differ in some way
from plan termination obligations, For example, measures shown in this report may reflect
smoothed assets or interest rates, rather than current values, in accordance with funding and

September 2021 WillisTowersWatson Li"I"L6
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accounting rules. In addition, funded status measures shown in this report do not reflect the
current costs of settling the plan 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 contingant benafits and/or provision for anti-selaction in the choice of a
lump sum vs. an annuity).

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

4, Tha comparison of tha plan’s funding target to its actuarial value of assats {the funding shorifall
(surplus) shown in Section 1) is used in determining required confributions for the coming year,
and a contribution made on the valuation date equal to the shortfall would 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 contributions. However, the funding
shortfall (surplus) cannot ba relied upon to determine eithar the need for or the amount of future
contributions. The funding shortfall (surplus) is based on the interest rates elected to be used for
funding purposes, which may be smoothed rates not reflecting current market conditions and will
in any event change over fime. It is also based on the actuarial value of assets, o if an asset
smoothing method is used, it would be different than if based on market value of assets. In
addition, assat gains and lossas, demographic experienca different from assumad, and future
benefit accruals (if any) will all affect the need for and amount of future contributions.

5. There may be certain events that occurred since the valuation date that are not reflected in this
valuation, See Subsequent Events {under the “Basis for valuation™ portion of Section 1 below) for
more information.

6. This valuation reflacts our understanding of the relevant provisions of the Pension Protaction Act
of 2006 (PPA); the Worker, Retiree and Employer Recovery Act of 2008 {WRERA); the
Preservation of Access to Care for Medicare Beneficiaries and Pension Relief Act of 2010 (PRA),
the Moving Ahead for Progress in the 21% Century Act (MAP-21); the Highway and
Transportation Funding Act of 2014 {HATFA); the Bipartisan Budget Act of 2015; the Coronavirus
Aid, Relief and Economic Security {(CARES) Act of 2020, and the American 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.

7.  This report daes not provide information for plan accounting and financial reporting under ASC
960.

Please note, the Company elected to adopf the ARPA interest rate corridors and 15-year shorifall
amortization period effective for the January 1, 2020 funding valuation, but a revised January 1, 2020
actuarial vaiuation report was not issued. Results summarized within this report related fo the January
1, 2020 funding valuation have been updated {o refiect the impact of ARPA and may nof match resuits
summarized in the acluarial vafualion report dated September 30, 2020.
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Section 1: Summary of results

Summary of valuation results

All monetary amounts shown in US Dollars

Plan Year Beginning o1/01/2021 01/01/2020

Market value of plan assels with discounted receivable contributions 382 488,580 334,318,551

Actuarial value of plan assets 344 239,722 316,157,560
Funding balances 45,088,728 32,768,713
Funding target 282,884,893 270,222,001
Target normal cost 8,377,826 8,666,613
Funding shortfall (surplus) (15,366,100) (13,166,846)
Funding target attainment percentage (FTAP) 105.43% 104.87%
Minimum required contribution

Prior to application of funding balances 0 0

Net of available funding balances 0 1]
Effective interest rate 5.59% 5.73%
Projected benefit obligation (PBO) 444 805,475 394,749,268
Fair value of plan assets, excluding receivable contributions 375,327 497 327,152,316
Funded status (69,477,978) (67,596,852)
Pension cost (excluding effects of settiements, curtailments and
termination benefits) for fiscal year 4,484,232 4,591,228
Benefit cost/(income) due to special events 0 1]
Total benefit cost/(income) 4,484,232 4,591,228
Equivalent Single Discount Rate for Benefit Obligations 2.868% 3.38%
Equivalent Single Discount Rale for Service Cosl 2.97% 3.60%
Equivalent Single Discount Rate for Interest Cosl 2.04% 2.99%

Participants as of Census Date 01/01/2021 01/01/2020

Active employees 1,138 1,126
Participants with deferred benefits 344 341
Participants receiving benefits 826 803
Total 2,308 2270
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Minimum required contribution and funding policy

All monetary amounts shown in US Dollars

Plan Year:Beginning 0116172021 0170172020
Minimum Required Contribution (MRC)
Prior to application of funding balances 0 1}
Net of available funding balances 0 0

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

The minimum required contribution includes a contribution to cover the benefits expected to accrue in
the coming year {if any) plus any expanses expacted to ba paid from the trust in the coming year
{target normal cost), as well as a 15-year amortization of any funding shortfall {amortization
installments). (See Section 2.4 far a break-down of the minimum required contribution into target
normal cost and amortization installments, and see Section 2.5 for a schedule of amortization
installments for future years.) Thus, assuming that all actuarial assumptions are realized and do not
changa and the plan sponsor ontributes the minimum required contribution each ysar {target normal
cost plus amortization 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 narmal cost. During
the 15 year period, there will be some variability in minirmum required contributions due to amortization
installments from prior years dropping out as the 15-year amortization period ends (and for deferred
asset gains or losses becoming reflacted in assats if an assat smoothing method is used for the
actuarial value of assets), and due to the gradual widening of ARPA’s interest rate cormidors. In reality,
gains and losses will cccur, and the plan spensor may fail to contribute the minimum required
contribution {or may contribute more than the minimum required contribution in accordance with the
funding policy described above), which may cause the plan to take more or less than 15 years ta
bacome fully funded. Nota 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 {e.g., the cost of annuity
contracts or lump sums to participants) on plan termination.

Target normal cost for individual participants accruing benefits will grow from year to year as
participants age {and as their salaries increase, if benefit accruals are pay related), but the changes in
total target normal cost will dapand on the numbers of paricipants eaming 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,
changes in discount rates and other assumptions in future years will also influence the pattemn of
future required contributions.

The minimum required contribution for the 2021 plan yaar must be satisfied by Septamber 15, 2022.
This requirement may be satisfied through contributions and/or an election to apply the available
funding balances. Na quarterly installments are required. The minimum required contributian is
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determined assuming it is paid as of the valuation date for the plan year. Cantributions made an a date
other than the valuation date must be adjusted for interest at the plan's effective interest rate.

Because the plan does not have a funding shorifall, no quarterly contributions will be required for the
2022 plan year based on this year's valuation results.
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3040



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 304 of 362
B Retirament Incoma Plan

Change in minimum funding requirement and funding shortfall {surplus)

The minimum funding requirement is unchanged from $0 for the 2020 plan year to $0 far the 2021
plan year, and the funding surplus increased from ${13,168,848) on January 1, 2020 to $(15,366,100)
an January 1, 2021.

Significant reasons for thase changas include the following:

m  The return on the actuarial value of assets since the prior valuation was greater than expected,
which increased the funding surplus.

m The plan’s effective intarest rata declined 14 basis points comparad to the prior year, which
decreased the funding surplus.

m  The valuation reflects the updated static mortality tables and updated IRC §417(2) mortality tables
provided by IRS for 2021 plan years, which increased the funding surplus.

WillisTowersWatson Li"I"6l Willis Towers Watson Corfidential

304



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

Ratiremant Incems Plan

Funding ratios

The Pension Protection Act of 2006 (PPA) defines several Funding Ratios. All of these ratios are
based on a ratio of plan assets to plan liabilities, but the assets and lizbilities are defined differently for
different purposes. Depending on the purpose, the assets may be market value or, if different, a
smoothed actuarial value of assets, and may bs reducad by the prefunding balancs 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 or may not reflect stabilized interest rates.

Following are the key funding ratios and their implications for the 2021 or 2022 plan years. See

Appendix D for details on how each ratio is calculatad.

January 1, 2020 Funding ratios

Ratlo: Testiimplications:

SCHEDULE G-2.1
ATTACHMENT A
Page 305 of 362

1 Funding balances can ba used to satisfy the 2021 Minimum Reguired

Caontribution {MRC) if threshold met
2 Quarterly contribution exemption applies in 2021 if threshold met
3 Plan is not at-risk for 2021 if the threshold for either the Prong 1 or
Prong 2 tast is mat
- Prong 1 Test
-  Prong 2 Test

January 1, 2021 Funding ratics

Ratio TestImplications

Threshold

80%

100%

80%
70%

Thraahold

Ratio Value
104.87%

104.87%

104.87%
104.87%

Ratio:Value:

1 Funding balances can be used to satisfy the 2022 MRC if threshold
mat
2 Quarterly contribution exemption applies in 2022 if threshold met
3 Plan is not at-rik for 2022 if the threshold for either the Prong 1 or
Prong 2 test is met
- Prong 1 Test
- Prong 2 Test
4 PBGC 4010 filing may be required in 2022 if threshold is not met by
every plan in the controlled group
5 Plan is exempt from creating a new Shorifall Amorlization Base
{SAB) for 2021 when prefunding balance is applied to the 2021 MRC
if threshold met
6 Plan is exempt from creating a new SAB for 2021 when prefunding
balance is not applied to the 2021 MRC if threshold met
7 Previously established SABs are eliminated for 2021 if threshold met

September 2021

80%

100%

80%

70%

80%

100%

100%

100%

105.43%

105.43%

105.43%
N/A
80.45%

105.43%

121.68%

105.43%
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Benefit limitations

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

January 1, 2021 is 121.68%. Note that this AFTAP reflects the plan sponsor's adoption of the interest
rate stabilization provisions of ARPA for IRC §436 beginning with the 2020 plan year. This AFTAP
may ba changed by subsaquent events.

Under the PPA, a plan may become subject to various benefit limitations if its AFTAP falls below
certain thresholds.

If the AFTAP is below 50% (100%, calculated ignoring stabilized interest rates, if the plan sponsor is in
bankruptey), plans are prahibited from paying lump sums or other accelerated forms of distribution
{such as Social Sscurity lavel payment options). If tha AFTAP is at least 80% but less than 80%, the
amaunts that can be paid are limited. In addition, lump sums ta the 25 highest paid employees may be
restricted if a plan's AFTAP is below 110%. These limitations do not apply to mandatory lump sum
cash-outs of $5,000 or less. In addition, plans that were completely frozen before September 2005 are
exampt from the restrictions on lump sums and other accelerated forms of distribution.

If the AFTAP is below 80%, banefit accruals must cease, amendmants to improve henefits cannot
take effect, and plant shutdown benefits and other Unpredictable Contingent Event Benefits {UCEBs)
cannot be paid without being fully paid for. In addition, if the AFTAP would be below 80% reflecting a
proposed amendment, the plan amendment cannot take effect unless actions are taken to increase
plan assets.

To avoid these banafit limitations, a plan sponsor may take a varisety of staps, including raducing tha
funding balances, contributing additional amounts ta the plan for the prior plan year, contributing
special “designated IRC §436 contributions® for the current plan year, or providing security outside the
plan. Not all of these apprpaches are available for all of the restrictions discussed above. For example,
rastrictions on accelerated distributions cannot be avoided by making designated IRC §436
contributions.

As requested by El Paso Electric Company in your letter dated September 17, 2021, this repart is
intended to constitute a “specific certification” of the AFTAP, effective as of September 23 2021, for
the plan year beginning January 1, 2021 for the purpose of determining benefit restrictions under IRC
8436 for the Retirement Income Plan for Employses of El Paso Electric Company. This AFTAP
cartification is hased on the data, mathods, assumptions, plan provisions, annuity purchasa
information, and other information provided in this report. Please see the Appendices for additional
information. Note that the AFTAP certification provided hersin may be superseded by a subsequent
AFTAP certification for the plan year beginning January 1, 2021, Please see Section 4 for a discussion
of the implications of this certified AFTAP.
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PBGC reporting raquirements

Certain financial and actuarial information {i.e., a “4010 filing") must be provided to the PBGC if the
PBGC Funding Target Attainment Percentage {(PBGC FTAP) is less than 80% for any plan in the
contributing sponsor's controlled group. However, this reporting requirement may be waived for
controlled groups with no mors than $15 million in aggregate funding shortfall {(PBGC 4010 FS), or
with fewer than 500 participants in all defined benefit plans. Note that interest rate stabilization does
nat apply for purposes of determining the PBGC FTAP or the PBGC 4010 FS.

The 2021 PBGC FTAP is 80.45%. In addition, we understand that there are no other pension plans
within the Company’s contralled group. As a result, no 4010 filing is expected to be required for 2021
as a result of the plan’s funded status. Howavaer, tha only plan we have considared in this analysis is
the Retirement Income Plan; if there are other plans within the controlled group, a filing may be
required.

At-Risk status for determining minimum required contributions

The plan is not in at-risk status, as defined in the PPA, for the 2021 plan year, because the plan's
FTAP for the 2020 plan year was at least 80%, and/for the plan's FTAP measured using “at-risk
assumptions® was at laast 70%.

The plan will not be in at-risk status, as defined in the PPA, for the 2022 plan year, because the plan's
FTAF for the 2021 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 PPA:

The plan is subjact to potantialty highar minimum contribution raquirements. The funding targst and
target normal cost for purposes of determining the minimum required contribution must be measured
reflecting certain mandated assumptions (“at-risk assumptions™). Specifically, participants eligible to
retire within the next 11 years must be assumed to retire immediately when first eligible {but not 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 benefits. 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 prescribed assumed expenses. The net effect of
these assumptions and expense adjustments in most cases is to increase required contributions and
PBGC variable premiums.

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

Immediate taxation of nan-qualified pension or deferred compensation far certain employees may
occur if the plan sponsor is a public company. This may result when non-qualified pension or deferred
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compensation for such emplayees is funded during a period when a plan sponsared by the plan
sponsor or another member of the plan sponsar's controlled group is in at-risk status.

Pension cost and fundad position

The cost of the pension plan is determined in accordance with ASC 715. The Figcal 2021 pension cost
for the plan is $4,484,232.

Under ASC 7185, the funded position {fair value of plan assets less the projected benefit obligation, or
“PBO”) of each pension plan at the plan sponsor’s fiscal year-end {measurement date) is required ta
be reparted as an asset (for overfunded plans) or a liability {for underfunded plans). The PBQ is the
actuarial present value of benefits attributed to service rendered prior to the measurement date, taking
into considaration axpsectad future pay increases for pay-relatad plans. The plan's
overfunded/{underfunded) PBO as of January 1, 2021 was $(69,477,978), based on the fair value of
plan assets of $375,327 497 and the PBO of $444,805,475.

Fiscal year-end financial reporting information and disclosures are prepared before detailed participant
data and full valuation results are available. Therefore, the funded position at December 31, 2020 was
darived from a roll forward of the January 1, 2020 valuation results, adjustad for the year-end discount
rate, changes in other key assumptions and asset values, as well as significant changes in plan
provisions and participant population. The fiscal year-end December 31, 2021 financial reporting
information will be developed based on the results of the January 1, 2021 valuation, projected to the
end of 2021 and similarly adjusted for the year-end discount rate and asset values, as well as
significant changes in plan provisions and participant population.

Change in pension cost and funded position

The pension cost dedlined from 54,591,228 in fiscal 2020 to $4,484,232 in fiscal 2021 and the funded
position declined from $(67,596,952) to ${69,477 978).
Significant reasons for these changes include the following:

m The actual retum on the fair value of plan assets since the prior measurement date was greater
than assumed, which improved the funded position.

a  Contributions to the plan during the prior year improved the funded status and therefore reduced
the net periodic cost.

m The single equivalent discount rate used to measure PBO declined 73 basis points compared to
the prior year and the single equivalent discount rate used to measure interest cost declined 95

basis points, which resulted in a net increase the in the pension cost and caused the funded
positian to deteriorate.
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Basis for valuation

Appendix A summarizes the assumptions, methods, models and sources of data and other infarmation
used in the valuation. Appendix B summarizes the principal provisions of the plan being valued. Both
of these appendices include a summary of any changes since the prior valuation. Unless otherwise
dascribed balow under Subsequant Evants, assumptions wera salected based on information known
as of the measurement date.

Certain models (as described in ASOP No. 58) were used in preparing the information presented
herein. Further information on these models can be found in Appendix A.

Changes in assumptions

m For funding purposes, the segment interest rates used to calculate the funding target and target
normal cost were updated from an applicable month of January 2020 to January 2021,

m For funding purposes, the assumed plan-relatad expansss added to the targat normal cost wers
changed from $868,426 for 2020 1o 741,864 for 2021.

m For funding purposes, 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.

m For accounting purposes, the single equivalent discount rate used to measure PBO decreased
from 3.39 to 2.66%.

m For accounting purposas, the mortality projaction scale was updated from Scale MP-2019 to MP-
2020.

m  For accounting purposes, the expected return on assets was updated from 7.50% to 7.00%.

Changes in methods

None

Changes in estimation techniques
None

Changes in benefits valusd

None
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Subsequent events

The Amerizan Rescue Plan Act {(ARPA) of 2021 was enacted in March, 2021. ARPA replaces PPA’s
7-yaar shortfall amortization installments (SAls) with a “fresh start™ 15-year amortization baginning with
either the 2019, 2020, 2021 or 2022 plan years. (Note that waiver amortization bases, if any, are not
affected). The plan sponsor elected to adopt ARPA’s 15-year amortization provisions effective with the
2020 plan year and that election is refiected in this report.

ARPA also revises PPA's interest rate stabilization provisions for IRC §430 (in a manner that will
increase intarest rates used in near-term funding valuations) beginning with aithar the 2020, 2021 or
2022 plan years. The plan sponsor elected to adopt ARPA's interest rate stabilization provisions
effective with the 2020 plan year far IRC §430 and that election is reflected in this repart.

ARPA also revises PPA's interest rate stabilization provisions for IRC 5436 (benefit restriction)
purposes, in a manner that will increase interest rates used in near-term AFTAP measurements (and
thus increass AFTAPSs) baginning with aither tha 2020, 2021 or 2022 plan years. The slection to apply
ARPA for §436 purposes can be deferred to a later plan year than for IRC §430 {funding) purposes, as
described above. The plan spansor elected to adopt ARPA's interest rate stabilization provisions for
£436 purposes effective with the 2020 plan year and that election is reflected in this report,

Additional information

Nona
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Actuarial certification

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

Reliances

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

We have reviewed this information for overall reasonableness and consistency, but have neither
audited nor independently verified this information. Based on discussions with and concurrence by the
plan sponsor, assumptions or estimates may have been made if data were 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.

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
contributions 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 methods
{including the mortality assumption, asset valuation method and the choice among prescribed interest
rates) employed in the development of the contribution amounts and communicated themn to us in the
letter dated September 17, 2021,

To the extent not prescribed by ERISA, the Internal Revenue Code and regulatory guidance from the
Treasury and the IRS, or selected by the spansar, the actuarial assumptions and methods emplayed
in the development of the confribution amounts have been selected by Willis Towers Watson, with the
concurrence of the plan spensor. It is beyond the scope of this actuarial valuation to analyze the
reasonablensss and appropriateness of prescribed methods and assumptions, or to analyze other
sponsor elections from among the attematives available for prescribed methods and assumptians.
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Other than prescribed assumptions, ERISA and the Intemal Revenue Code require the use of
assumptions each of which is “reasonable (taking into account the experience of the plan and
reasonable expectations), and which, in combination, offer the actuary’s best estimate of anticipated
experianca under tha plan.” The results shown in this report have been developed based on actuarial
assumptions that, to the extent evaluated or selected by Willis Towers YWatson, we consider to be
reascnable. Other actuarial assumptions could also be considerad to be reasonable. Thus, reasonable
results differing from those presented in this report could have been developed by selecting different
reasonable assumptions.

A summary of tha assumptions, methods, modsls and sources of data and othar information used is
provided in Appendix A. Note that any subsequent changes in methods or assumptions far the 2021
plan year will change the results shown in this report and could resukt in plan qualification issues under
IRC §438 if the application of benefit restrictions is affected by the change.

Assumptions and methods under U.S. GAAP

As required by U_S. GAAP, the actuarial assumptions and methods employed in the development of
the other postretirement benafit cost and othar financial reporting have besn selacted by tha
Company. Willis Towers Watson has concumred with these assumptions and methods, except for the
expected rate of return an plan assets selected as of January 1, 2021. Evaluation of the expected
retum assumption was outside the scope of Willis Towers Watson's assignment and would have
required substantial additional work that we were not engaged to perform. U.5. GAAP requires that
each significant assumption “individually represant the best estimate of a particular future avent”

The results shown in this report have been developed based on actuarial assumptions that, to the
extent evaluated by Willis Towers Watson, 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 selecting different reasonable assumptions.

A summary of tha assumptions, methods and sources of data and othar information used is providsd
in Appendix A. Note that any subsequent changes in methods or assumptions for the January 1, 2021
measurement date will changg the results shown in this repart.

Accumulated other comprehensive {income)floss amounts shown in the report are shown prior to
adjustment for tax effects. Any tax effects in AOCI should be determined by El Paso Electric Company
in consultation with its tax advisors and indepandant accountants.

WillisTowersWatson Li"I"6l Willis Towers Watson Corfidential

3049



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 313 of 362
Ratiremant Incems Plan 15

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 approximated, or determined to be insignificant and therefore not valued.
Reasonabls efforts ware mads 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 intended to imply a degree of precision, which is not a characteristic of actuarial calculations,

If overall future plan experience produces higher benefit payments or lower investment retums than
assumed, the ralative Isval of plan costs or contribution 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 factars, including:
plan experience differing from that anticipated by the economic or demographic assumptions; changes
in economic or demographic assumptions; increases or decreases expected as part of the natural
operation of the mathodology usad for tha measurements (such as the and of an amortization pariod)
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 upon request. See Appendix C for disclosures required
under ASOP No. 51 of significant risks related to the plan.

Sea Basis for Valuation in Section 1 above for a discussion of any matsrial svents that have occurred
after the valuation date that are not reflected in this valuation.

Limitations on use

This report is provided subject to the terms set out herein and in our engagement letter dated March 9,
2020 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 organization that provides benefit administration services for the plan, in
connection with our actuarial valuation of the pension plan as described in Purposes of Valuation
above. |t is not intended for and may not be used for other purposes, and we accept no respansibility
or liability in this regard. El Paso Electric Company may distribute this actuarial valuation report to the
appropriate authorities who have the legal right to require El Paso Electric Company to provide them
this report, in which case El Paso Electric Company will use best efforts to notify Willis Towers Watson
in advance of this distribution. Further distribution to, or use by, other parties of all or part of this report
is expressly prohibited withaut Willis Towers Watson’s prior written consent. Willis Towers Watson
accepts no responsibility for any consequences arising from any other party relying on this report or
any advice relating to its contents.
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Profgssional quaiifications

The undersigned consulting actuaries are 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. Our objectivity is not impaired by any relationship between El Paso Electric
Company and our emplayer, Willis Towers Watson US LLC.

'David Anderson, ASA, EA
Director, Retirsmant
20-07493
September 23, 2021

A ot

Elizabeth Welbome, FSA, EA
Se{ﬁ,ior Associate, Retirement
20-08703

September 23, 2021

Willis Towers Watson US LLC

September 2021
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Section 2: Actuarial exhibits

21 Summary of liabilities for minimum funding purpossas

All monetary amounts shown in US Dollars

Flan Year Beginning 0170172021 01/01/2020.
A Funding Target (Dlsragarding At-risk Assumptions)
1 Funding target

3 Active employees — non-vested banefits 1 7,374,569 7.722 592
b Active employees — vested benefits ! 111,588,823 107,213,774
¢ Paricipants with deferred bensfita 14,703,687 15,027,440
d Participants receiving benefits 148,217 814 140,258,185
& Total funding target 282,884,892 270,222,001
2 Target nomal cost 8,377,828 8,668,613

B Funding Target (At-risk Assumptions)

1 Funding target NA N/A
2 Targset normal cost NIA N/A
€ Funding Target
1 MNumber of consecutive years at-fisk 0 0
2 Funding target
a Active employees — non-vested benefits 1 7,374,569 7,722 592
b Active employaes — vested benefits ' 111,568,823 107,213,774
¢ Paricipants with deferred bensefits 14,703,687 15,027 440
d Participants receiving benefits 149,217,814 140,258,185
e Total funding target 282,884,893 270,222,001
3 Target normal cost 8,377,826 8,665,613

1 See section 2.7 for definition of vested benefits.
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2.2 Change in plan assets during plan year

All monetary amounts shown in US Dollars

Plan Year:Beginning

SCHEDULE G-2.1
ATTACHMENT A
Page 316 of 362

Retirament Incoma Plan

January 1, 2020.

A Reconclllation of Market Value of Plan Assets

1

11
12

1

Markst valus of plan assets at January 1, 2020 (including discourted 334,318,551
contributions receivable)
Discounted contributions receivable at January 1, 2020 7,166 235
Market value of plan assets at January 1, 2020 {excluding contributions 327,152,316
receivable)
Employer contributions
a For prior plan year 7,300,000
b For current plan year 0
¢ IRC §435 contributions for curmrent plan year a
d Total 7,300 000
Employes contributions 0
Benefit payments {16,450,193)
Administrative expenses paid by plan {2,326,143)
Transfers fromi(to) other plans 0
Investment retum
a Interest and dividends a
b Investment expanses a
¢ Realized gains/({losses) 59,651,517
d Change in unrealized appreciation 0
e Total 59,851 517
Markst value of plan assets at January 1, 2021 (sxcluding coniributions 375,327 497
receivable)
Discounted contributions receivable at January 1, 2021 7,161,083
Market value of plan assets at January 1, 2021 {(including discounted 382,488 580
contributions receivable)
B Rats of Retum on Invasted Plan Assets
{l.e., for crediting unused funding balances)
Weighted invested plan assets 322 551,950
Rate of retum 18.49%

2
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€ Discountad Recsivable Confributions at January 1, 2021

SCHEDULE G-2.1
ATTACHMENT A
Page 317 of 362

19

Discounted Valus at

Prior Year Contributlons <January 1, 2021
January 28, 2021 811,112 807 805
February 2, 2021 B11,111 B0O7 229
March 2, 2021 811,111 503 489
April 2, 2021 811,111 799,767
May 4, 2021 811,111 795,818
June 3, 2021 811,111 752 252
July 3, 2021 811,111 788 582
August 3, 2021 811,111 784 929
September 2, 2021 811,111 781 414
Total 7,161,083
Seplember 2021 WillisTowers Watson Li"I"L.8
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2.3 Development of actuarial value of plan assets

All monetary amounts shown in US Dollars

Plan Year:Baginning

SCHEDULE G-2.1
ATTACHMENT A
Page 318 of 362
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January 1, 2021

A Preliminary Actuarlal Value of Plan Assets before
Corridor as of January 1, 2021

1 Market value of plan assets as of January 1, 2021
2 Discounted receivable employer contributions
3 Deferred investment gains/{losses) for prior periods

375,327 497
7,161,083

‘Plan Year Beginning Galn/(Loss) Percant Defarred Beferred Amount

100172020 27,182,080 88,880% 24,161,849

0710172020 9,199,237 T7.778% 7,154,962

040172020 30,517,977 688.867% 20,345,318

01/0172020 (27,319 264) 55.556% {15,177,369)

10/01/2018 5,847 569 44.444% 2,543,364

070172019 7,608 454 33.333% 2,538,155

0440172019 10,255,310 22.222% 2,273,958

01/0172019 23,091,379 11.111% 2,665,709

Tatal 46,508 945

4 Preliminary actuarial value of plan asssts before 335,979,633
application of comidor

B Lowar Bound of Corridar 344 239722

C Upper Bound of Corrider 420,737 438

D  Actuarial Value of Plan Assets after Cormridor as of January 1, 2021 344,239 722

E Rate of Return B.11% for 2019

6.27% for 2020
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24 Calculation of minimum required contribution

All monetary amounts shown in US Dollars

Reconciliation of Funding Balances as of January 1, 2021
Funding
Standard

Carryover
Balance

Prefunding
Balance

SCHEDULE G-2.1
ATTACHMENT A
Page 319 of 362

21

A Determination of Funding Balances

1 Funding balance as of January 1, 2020 0 32,768,713 32,768,713
2 Amount used to offset prior year minimum required

contribution’ 0 0 0
3 Adjustment for investment experience [v] 6,068,935 6,068,935
4 Amount of additional prefunding balance created by

alection N/A 7,161,081 7,161,081
5 Amount of funding balance reduction for current

year by election or deemed election 0 0 0
6 Funding balance as of January 1, 2021 0 45,988,729 45,988,729

B Calculation of Minimum Required Contribution

1 Target normal cost 8,377,826
2 Funding surplus (15,366,100)
3 Net shortfall amortization installment (see section 2.5) 0
4 Waiver amortization installment 0
5 Minimum required contribution 0
6 Funding balance available 45,088,720
7 Remaining cash requirement (assuming sponsor elects full use of the

available funding balances) 0

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 5.58%.

Additional details regarding the calculation of the minimum required contribution may be obtained

from the Form 5500 Schedule SB forms and attachments.

' Net of revoked excess application of funding balance, if any.
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2.5 Schedule of minimum funding amortization bases

All monetary amounts shown in US Dollars

Rariaining
Amortization Outstanding Amortization
o-of Base Date Establlzhed Perlod.-{Years) Balance Payment
Total D 0
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2.8 Calculation of estimated maximum deductible contribution

All monetary amounts shown in US Dollars

Basad on Flan Year 2021

A Baslc Maximum

1 Funding target 370,708,150
2 Target normal cost 11,595,721
3 Actuarial value of plan assets 344,239 722
4 50% of funding targat 185,353,075
§ Additional funding target for futurs compensation or benafit increases 30,733,429
6 Basic maximum daductible comribution 254,148 663

B  Atrisk Maximum!

1 Funding target (at+isk assumptions) N/A
2 Target normal cost {at-risk assumptions) N/A
3 Actuarial value of plan assets N/A
4 At-rigk maximum deductible contribution N/A
€ Minimum Required Contribution 0
D Estimated Maximum Deductible Contribution 254 148,663

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 requlatory guidance has been provided by
the IRS/Treasury. Allocations of costs to invantory have not bean considared, and amounts deductible
for state income tax purposes may differ. Deductibility can be influenced by timing of contributians,
differences between fiscal year and plan year, and differences {if any) between the years ta 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 adjustmant is appropriate post-PPA. We recommend tha plan sponsor
review with tax counsel the tax-deductibility of all contributions as Willis Towers Watson does not
provide legal or tax advice.

In aadition, the actuanal value of plan 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 expacted return on assats reflacted in assst smoothing (if applicable) is the 3rd ssgmant
rate, reflecling stabilized rates as expressly allowed by IRS Notice 2012-61 when the stabilized 3rd
segment rate is higher than the rate ignoring the comridars.

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.

1 Al-risk maximum appliee only for plane nat in at-risk status for purposas of datermining maximurn deductible contributions
for the plan year.
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2.7 Calculation of PBGC variable rate premium

All monetary amounts shown in US Dollars

SCHEDULE G-2.1
ATTACHMENT A
Page 322 of 362

Retirament Incoma Plan

Premium Fayment Year: 2021

A Assumptions and Methods Used to Determine Premium Funding Target

1 Premium funding target method

2 Premium funding target method election date
3 UVB valuation date

4 Discount rates

Standard
2017
January 1, 2021

a First segment rate 0.51%
b Second segment rate 2.26%
¢ Third segment rate 3.01%

B  Premium Funding Target
1 Aftributable to active participants 173,000,188
2 Aftributable to terminated vested participants 23,738 510
3 Attributable to retirees and beneficiaries receiving payment 197,615,165
4 Total premium funding target! 354,353 863
C Market Value of Plan Assets 382,488 580
D Unfunded Vested Benefits 11,866,000
E Uncapped ¥ariable Rate Premium? 545,836
F Maximum VRP? 1,327,542
G Variable Rate Premium 545,836

! Refleds at-risk status, if applicable.
2 Using variable rate pramium of %48 per $1,000 of unfunded vestsd benefits.
* Using maximum perparticipant pramium of $582.

WillisTowersWatson Li"I"6l
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25

2.8 Pension obligations and funded position under U.S. GAAP {ASC 715)

All manetary amounts shown in US Dallars

Measyrement Dats 01/0172021 010142020
A Obligatlons
1 Accumulated Benefit Obligation {ABO)
a. Active participants 183,728,251 163,032,582
b. Participants with deferred benefits 23,868,489 22,184,766
¢. Parlicipants receiving benefits 201,015 437 175,830,377
d. Total 408,811,177 361,027,725
2  Future salary increases 35,184,298 33,721,543
3 Projected benefit obligation {FBO) 444 805,475 394,749,258
B Plan Assetls
1  Fair valua [FV], excluding receivable contributions 375,327,497 327,152,316
2 Investment losses/{gains) not yet in market-related
value (38,354,313) (15.430,932)
3 Marketrelated value 336,963,184 311,721,384
C Funded Positlon
1  Overfunded/(underfunded) PBO {69,477,978) (67,598,952)
2 PBO funded percentage 84.4% 82.8%
D Amounts In Accumulated Other Comprehensive
Income
1  Prior service cast/{credit) {10,008,300) (13,475,378)
2 Net actuarial loss/{gain) 110,388 284 118,263,564
3 Tofal 109,377,984 104,788,186
E Kay Assumptions
1a Equivalent single discount rate for benefit
obligations 2.66% 3.39%
1b Equivalent single discount rate for service cost 2.57% 3.60%
1c Equivalent single discount rate for interest cost 2.04% 2.99%
2 Rate of compensation increase 4.50% 4.50%
F Census Date 010172021 01/01/2020

The results above may differ from the amounts reported in El Paso Electric Company's

December 31, 2020 financial statements because year-end financial reporting is prepared before the
corresponding valuation results are available.

September 2021
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2.9 Changes in plan benefit obligations and asaets

All monetary amounta shown in US Dollars

D112021

SCHEDULE G-2.1
ATTACHMENT A
Page 324 of 362

Retirament Incoma Plan

01/01/2020

Pariod Beginning

A Change In Projected Beneflt Obligation {PBO)

1 PBO at beginning of prior fiscal year 384,749 268 335,931,648
2 Emplayer service cost 11,528 833 9,490,539
3 Interest cost 11,517,230 13,451,291
4 Actuarial lnss/{gain) 45,686,480 53,104,924
5 Plan participants’ contributions 0 0
§ Benefits paid from plan assats (16,450,193) {15,955,118)
7 Administrative expensas paid, if accrued through {2,326,143) {1,364,016)
servica cost
§ Plan changs 0 0
9 Arcquisitions/divestitures a 1]
10 Curtailments a 1]
11 Setdements 0 0
12 Special/contractual termination benefits 0 0
13 PBO at beginning of current fiscal year 444 805 475 304,749,288
B Change in Plan Asgats
1 Fair value of plan assets at baginning of prior fiscal 327,152,318 272,803,260
year
2 Actual retum on plan asssts 59,651,517 64,368,190
3 Employsr contributions 7,300,000 7,300,000
4 Plan participants’ contributions 0 0
5 Benefits paid (16,450,193) {15,955,118)
§ Administrative expenses paid (2,326,143) {1,354,016)
7 Acquisitions/divestitures o 1]
8 Setlements 0 0
8 Fair value of plan assets at beginning of current 375,327 497 327,152,318

fiscal year

WillisTowersWatson Li"I"6l
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2.10 Pension cost under U.S5. GAAP {ASC 715)

All monetary amounta shown in US Dollars

Fiscal Year Ending 1213112021 1213112020

A Penslon Cost

1 Service cost 12,701 801 11,628,333
2 Interest cost 8,874193 11,517,230
3 Expected retumn on plan assets {23,085,8549) {22,977,681)
4 Net prior service cost/{credit) amortization {3,487 078) {3.467,078)
5 Net logsf(gain) amortization/racognition 9,441 075 7,889,804
6 Net perindic pension cost/(income) 4,484 232 4,591,228
7 Curtailment gain or loss a a
B Setlement gain or loss a a
9 Specialfcontractual termination benefits 0 0
10 Total pension cost 4,484 232 4,591,228

B Key Assumptlons (See Appendix A for interim
measurements, if any)

1a Equivalent single discount rate for benefit

obligations 2.56% 3.39%

1b Equivalent single discount rate for service cost 297% 3.60%

1¢ Equivalent single discount rate for interest cost 2.04% 2.99%

2 Expected long-term rate of return on plan assets 7.00% 7.50%

3 Rate of compenzation increase 4.50% 4.50%

4 Cash balance {or similar formula) interest crediting 3.80% 3.80%

rate

€ Census Date 01012021 01/01/2020

September 2021 WillisTowers Watson LE"I"LE
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211 Development of market-related valus of plan assets under U.S. GAAP
(ASC 715)

All monetary amounts shown in US Dollars

Flscal Year Ending 12/21/2021
Market-Related Value of Plan Assets as of January 1, 2021

1  Fair valua of plan assets as of January 1, 2021 375,327,497
2  Deferred investment {gains)1osses for prior periods

Fercant Deaforrad

Fiascal Year (Gain)/Loss Dafarred Amounrt

a 1273172020 {35,451,529) B6.67% {23,634,471)

b 1273172019 {44,188,641) 33.33% {14,729,842)

¢ 1273172018 42,084 088 0.00% ]

d Total {38,354,313)

3 Market-Related Value of Plan Assets 336,963,154
WillisTowersWatson Li'l"6:l Willis Towers Watson Confidential
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212 Summary of net balances

All monetary amounts shown in US Dollars

A Reconciliation of Prior Service Cost/(Credit) Bases
Net Amount at Remaining
Measurement Date prior financial Amortization
Established Original Amount ear end Period
(33,700,000) (10,008,300)

Total (10,008,300)

Effect of

Curtailments

Other Events

B Reconciliation of Net Loss/(Gain) (see Appaendix A for a description of amortization method

Amortization

Net Amount at ]
12/31/2020 2021

118,386,284 9,441,075

Effect of
Settlements

September 2021

SCHEDULE G-2.1
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Section 3: Participant data

31 Summary of participant data

All monetary amounts shown in US Dollars

Ceansus Date

0101720211

SCHEDULE G-2.1
ATTACHMENT A
Page 328 of 362

Retirament Incoma Plan

01/01/2020

A Actlve Employees
1 Number
3 Average plan compensation
4 Average age
5 Average credited senvice

B Partlcipants with Deferred Beneflts
1 Number
2 Deferred annuity benefit
Total
Avaraga
3 Awverage annual pension
Total
Average
4 Average age

€ Participants Receiving Benefits
1 Number
2 Total annual pension
3 Awverage annual pension
4 Average age
5 Distribution at January 1, 2021
Age
Under 55
55-58
60-64
65-69
7074
75789
80-84
85 and over

1,138
88,258
45.06
14.01

344

1,038 463
5,835

1,036,786
13,824
53.39

826
13,716,785
16,608
71.81

1,126
87,038
48.02
14.20

341

2,022,062
8,379

652,859
10,363
53.43

803
13,001,200
16,191
71.356

Annual Penalon
50,335

326,772
2,418135
3,832108

3,838 BES

1,422 505
1,113,832
714,232

1 Headcounts as of 01/01/2021 reflect 41 altemate payees, 14 of wham have survived the ariginal paricipant.

WillisTowersWatson Li"I"6l
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3.2 Participant reconciliation

1 Included in January 1, 2020 valuation
2 Change due to:
MNew hire and rehira
Non-vested termination
Vested termination
Retirement
Disability
Death without beneficiary
Death with beneficiary
Cashout
New Altemnate Payees
Bensficiary Commancement
Miscallanepus!
| Net change
3 Included in January 1, 2021 valuation

o = -~ T T B =T~ B =

1,126

78
1)
2;
(25)

N
()

12
1,138

@ 0
0 0
20 0
(11 36
0 0
0 (19)
(3 {15)
o)) 0
0 2

0 15
2 2

3 23
344 826

SCHEDULE G-2.1
ATTACHMENT A
Page 328 of 362

k!

2270

76
(1)
0

(13
(19
(12)

15

38
2,308

1 Miscellaneous data mavernents are data comections made by El Paso Electfic Gompany

September 2021
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3.3 Age and service distribution of participating employees

Number distributed by attained age and attained years of credited service

Attgined
Age h
Under 25 10 12

25-29 18 20
30-34 15 18
35-39 10 17
40-44 2 5
45-49 7 8
50-54 8 4
55-59 2 3
B0-84 1 2
G5-69 0 0
70 & over 0 0
Total 7 8g
Average:  Age 46

Servica 14

Census data as of January 1, 2021

2 a
13 19

{8 23

6 12

4 5

3 7

1 4

0 1

2 1

0 a

0 a

42 &0
Number of Participants:

Attlned Years of Creditéd:Sarvica™

B

21

g2

57

39

283

10-14

152

Fully vested
Partially vested

16-19:

30

24

g5

20-24

(=]

50

853

21

30

gg

d o

a o

4} o]

0 o]

0 o]

1 i}

15 1

35 13

a 13

2 8

a 1

a4 k]

Males 824
Females 34

SCHEDULE G-21

Ratiramant Incame Plan

ATTACHMENT A
Page 330 of 362

1] as
1] 80
0 140
0 143
0 126
1} 153
0 124
4 139
25 133
23 46
3 8
55 1,138

4

WillisTowersWatson LI"1°LI

Age and service for purposes of determining category are based on exact (not rounded) values.
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Section 4: Adjusted Funding Target
Attainment Percentage (AFTAP)

El Paso Electric Company retained Towers Watson Delaware Inc., a subsidiary of Willis Towers
Watson PLC ("Willis Towers Watson”) to perform a valuation of its pension plan for the purpose of
measuring the plan's AFTAP for the plan year beginning January 1, 2021 in accordance with ERISA
and tha Internal Revenuse Coda. This valuation has bean conducted in accordance with generally
accepted actuarial principles and practices.

The enrolled actuaries making this certification 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.”

Wa heraby ceartify that the plan's AFTAP for the plan year baginning January 1, 2021 is 121.68%. 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

m El Paso Electric Company’s representation is that there were no annuity purchases made for non-
highly compensated employees by the plan in the plan years beginning in 2019 and 2020.

Funding Balances

m  Qur understanding is that El Paso Electric Company has not elected to reduce the plan’'s funding
halance as of the first day of tha 2021 plan year.

m  Qur understanding is that tha plan is not subject to a deemed alaction to reduce the funding
balances in 2021.

m  Our understanding is that El Paso Electric Company has not elected to apply any of the plan's
funding balances to the 2021 minimum required contribution.

m  Qur understanding is that El Paso Electric Company has elected to increase the prefunding
balance as of the first day of the 2021 plan year as follows:

~January 1, 2021 $7,161,081
Total $7.151.081
September 2021 WillisTowersWatson Li"I"L6
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Contributions

m  Ourunderstanding is that El Pasa Electric Company has made the following employer
contributions after December 31, 2020 and before September 15, 2021, for the 2020 plan year, as

follows:
January 29, 2021 811,112
Fabruary 2, 2021 811,111
March 2, 2021 811,111
April 2, 2021 811,111
May 4, 2021 811,111
Juna 3, 2021 811,111
July 3, 2021 811,111
August 3, 2021 811,111
September 2, 2021 811,111
Total $7,300,000
Subsequent Events

m The American Rescue Plan Act (ARPA) of 2021 was enacted in March, 2021. ARPA revises
PPA's interest rate stabilization provisions {in 2 manner that will increase interest rates used in
near-term funding valuations) beginning with either the 2020, 2021 or 2022 plan years. The plan
sponsor elected to adopt ARPA's interest rate stabilization provisions effective with the 2020 plan
ysar and that alaction is reflacted in this report.

ARPA also revises PPA's interest rate stabilization provisions for IRC §436 (benefit restriction)
purposes, in @ manner that will increase interest rates used in near-term AFTAP measurements
{and thus increase AFTAPs) beginning with either the 2020, 2021 or 2022 plan years. The
election to apply ARPA for §436 purposes can be deferred to a later plan year than for IRC §430
{funding) purposes, as described above. The plan sponsor elected to adopt ARPA’s interest rate
stabilization provisions for §436 purposes effective with the 2020 plan year and that election is
reflected in this report.

m There were no plan amendments that took effect in the current plan year that were taken into
account for the current plan year's AFTAP certification.

m There were no unpredictable contingent event benefits {UCEBSs) that took effect in the current plan
year that were taken into account for the current plan year's AFTAP certification.

m There were no previously suspended accruals restored during the current plan year that were
taken into account for the current plan year's AFTAP certification.

Elections
Our understanding of sponsor elections required under the Pension Protection Act of 2006 {PPA) ,

with respect to interest rates, Actuarial Value of Plan Assets and other methods andfor
assumptions, as confirmed in the Sponsor's letter dated September 17, 2021.

WillisTowersWatson Li"I"6l Willis Towers Watson Corfidential
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In making this certification, we relied an asset, contribution, funding balance election, and annuity
purchase information provided by the Company, including dates and amounts of confributions made to
the plan through the date of this certification, dates and amounts of funding balance elections by the
Company through the date of this cerification, and amounts of annuity purchases 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 complsteness of this information.

Tha developmant of the AFTAP is shown balow:

All monetary amounts shown in US Dollars

Plan Year:Beginning 0170112021
Actuarial value of plan assets as of January 1, 20211 344,239, 722
Funding standard carryover balance at January 1, 20212 0
Prefunding balanca at January 1, 2021" 45,988,729
Funding target {disregarding at-risk assumptions) 282,884 893
AVAAunding targat {disregarding at-risk assumptions) 121.68%
Plan assets for AFTAP calculation® 344,239,722
Annuity purchases for NHCEs during 2019 and 2020 0
Adjusted Funding Targst Attainment Percentags {AFTAP) 121.68%

Immediate Implications of AFTAP Certification

We believe that the certified AFTAP of 121.68% for the 2021 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.

1 Reflects discounted contributions made for the 2020 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 a2 bond or cash held in escrow.

2 Reflacte elactions made to-date (cther than electicns to apply the funding balances to 2021 MRC).

3 AVA if AVA/Funding Target {disregarding at-risk assumptions) »=100%; ctherwise (AVA-funding balances).

September 2021 WillisTowersWatson Li"I"L6
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Accelerated distributions called for under the plan without regard to IRC §436 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 svaluated at the time thay would take seffact 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 2021 AFTAP for Presumptions in Next Plan Year

Because the AFTAP for the 2021 plan year is at least 90%, the presumed AFTAP for 2022 will remain
equal to the 2021 certified AFTAP, and changes in benefit restrictions will not occur, before the 2022
AFTAP is cartified, provided that the 2022 AFTAP is cartified bafora the first day of the tenth month of
the plan year.

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

4

David Anderson, ASA, EA
Director, Retirement
20-07493

September 23, 2021

,:/f»'%r/ ///f; ,éz_..r—f

EI eth Welbome, FSA, EA
ior Associate, Retirement

20-08703

September 23, 2021

Willis Towers Watson US LLC
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Appendix A: Statement of actuarial

assumptions, methods and data sources

Assumptions and methods for contribution purposes

SCHEDULE G-2.1
ATTACHMENT A
Page 335 of 362
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Economic Assumptions:
Interest rate basls

m  Applicable month January

m Interest rate basis Segment Rates from Valuation
Date
Reflecting Not Reflacting

Interest rates Stabllization  Stabllizatlon

m First seament rate 4.75% 1.75%

m  Second segment rate 5.36% 3.04%

m Third segment rate 6.11% 3.65%

m Effective interest rate 5.59% 3.25%

Annual ratez of Increase

m  Compensation: 4,50%

m Statutory limits on compensation 2.40%
Plan-related expenses $741,884
Cash balance interest crediting rate 3.80%

Rates not reflecting stabilization are used to determine PBGC variable rate premiums if the aliernative

method is used, and are used to determine the PBGC FTAP and the PBGC 4010 FS.

September 2021 WillisTowersWatson Li"I"L6
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SCHEDULE G-2.1
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Demographlc Assumptlons

Inclusion data

New or rehired

employees

Mortallty

@ Healthy

m Disabled

Termination

WillisTowersWatson Li"I"6l

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

It was assumad thare will be no new ar rahired amployeas.

Separate rates for non-annuitants (based on RP-2014 “Employees”
table without collar or amount adjustments, adjusted baclkward to 2006
with MP-2014, and then projected forward with a static projection as
specified in the regulations under §1.430(h}{3)-1 using Scale MP-2019
and annuitants (based on RP-2014 “Healthy Annuitants® table withaut
collar or amount adjustments, adjusted backward to 2006 with MP-
2014, and then projected forward with a static projection as specified in
the ragulations under §1.430{h)(3)-1 using Scale MP-2019,

Separate rates for non-annuitants (based on RP-2014 “Employees”
table without collar or amount adjustments, adjusted backward to 2006
with MP-2014, and then projected forward with a static projection as
spacifiad in the regulations undsr §1.430(h){3)-1 using Scala MP-2019
and annuitants (based on RP-2014 “"Healthy Annuitants” table withaut
collar or amount adjustments, adjusted backward ta 2006 with MP-
2014, and then projected forward with a static projection as specified in
the regulations under §1.430{h)(3}1 using Scale MP-2018.

Rates varying by aga and gender

Representative Termination Rates

Percentage leaving:during the year

Attained Age Males Females
20 5.00% 6.00%
25 5.00% 6.00%
30 5.00% 6.00%
35 4.00% 8.00%
40 3.00% 6.00%
45 2.00% 4.00%
50 1.00% 2.00%

Willis Towers Watson Confidential
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Disabllity 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 0.18%
35 0.19%
40 0.30%
45 0.45%
50 0.68%

Retirement 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 below.

Percentage assumed to retlre during the year

Active Participants
Final Average Pay
Terminated
Reduced Early Unreduced Vested
Age Retirement Retirement  Cash Balance Participants
55 3% 5% 10% 3%
b6 - 69 3% 5% 10% 3%
50 3% 10% 10% 15%
51 3% 10% 10% 5%
52 20% 20% 20% 5%
53 10% 10% 10% 5%
54 10% 10% 10% 20%
8569 25% 25% 25% 40%
0+ 100% 100% 100% 100%
Benefit commencement
date:
m Preretirement The later of the death of the active participant or the date the participant
dsath benefit would have attained age 55
Seplember 2021 WillisTowers Watson Li"I"L.8
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m Defemred vested
benefit
m Disability benefit
m  Retirement
benefit
Form of payment
m  Final Average
Pay Participants
m Cash Balance
Participants
Lump Sum & Annuity
Converslon
Percent married
Spouse age
Covered pay
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The later of age 55 ar temination of employment

Upon disablement

Upon termination of employment

100% are assumed to elect a Single Life Annuity

90% of participants are assumed to lect a lump sum form of payment
and 10% are assumed to slect 2 Single Life Annuity. Lump sums wers
valued using the substitution of annuity form under IRS Regulation
§1.430(d)>1(N(4) withaut application of generational mortality.

Cash balances are converted to annuities using “annuity substitution”
with valuation interest rates and the “applicable mortality table” under
Coda Saction 417{e)(B). Cash balanca participants’ frozen FAP
benefits 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
assumsd to have an sligibla 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 exira

compensation in any form.

Meathods
Valuation date

Funding target

First day of plan year

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

WillisTowersWatson Li"I"6l Willis Towers Watson Corfidential
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Target normal cost

Decrement timing

Actuarlal value of assets for
determining minimum required
contributions

Benefits not valued

September 2021
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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
ragulations under IRC §430,

The approach used is called rounded middle of year
{rounded MOY) decrement timing. Most events are
assumed to ocour at the middle of year during which the
eligibility condition will be met or the start/end date will
oceur. For death and disability decraments, the rate
applied is based on 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
genarally the participant's rounded age at the middla of the
year.

Average of the fair market value of assets on the valuation
date and 3, 8, 9, 12, 15, 18, 21, and 24 months preceding
the valuation date, adjusted for contributions, benefits,
administrative expenssas and axpacted samings {with such
expected eamnings limited as described in IRS Notice 2009-
22). The average asset value must be within 10% of
market value, including discounted confributions receivable
{discounted using the effective interest rate for the 2019
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 2005 (PPA).
These rules produce smoothed values that reflect the
undarlying market value of plan assats 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 produca an actuarial value of asssts that is balow
the market value of assets.

All benefits described in the Plan Provisions section of this
report were valued. Willis Towers Watson has reviewed the
plan provisions with the plan sponsor and, based on that

WillisTowersWatson Li"I"L6
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review, is not aware of any significant benefits required to
be valued that were not.

Sourcas af Data-and Other Information

The plan spongor furnished participant data as of 1/1/2021. Information on agsets, contributions and
plan provisions was supplied by the plan sponsor. Data and other information were reviawed 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 August 12, 2021,

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

rasults of our calculations.

Assumptions Ratlonale - Significant Economlic Assumptions

Discount rate

Cash Balance Interest crediting
rate

Annulty conversion rate

Plan-related expenses

Rates of increase in:

m  Compensation

m Increases in statutory limits
(CPI)

WillisTowersWatson Li"I"6l

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 plan credits interest to cash balance accounts using the
30-year Treasury rate, but with a minimum interest cradit 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 effectively 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 trustea fees to be paid from the trust).

Assumed compensation increases are based on plan sponsor
expectations.

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

Willis Towers Watson Confidential
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m  Assumed return for asset
smoothing
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The assumed return used for asset smoathing is the third
segment rate.

| Assumptions Rationale - Significant Demographic Assumptions-

Healthy Mortality

Disabled Mortality

Tarmination

Disabllity

Retirement

Beneflt commencement date for
deferred benefits:

m  Prerstirement death benefit

m Deferred vested benefit

Form of payment

September 2021

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

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

Termination rates were based on an experience study
conducted in 2017, with annual consideration of whether any
conditions hava changad that would be expected to produce
different results in the future.

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 futura.

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.

Surviving spouses are assumed to begin benefits at the
earliast parmitted commsncamsnt date becausa 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
valua, and axperience indicates that most spouses do taka the
benefit as soon as it is available.

Based on plan spensor's historical experience and
expectations for the future with periodic adjustment based on
observed gains and losses.

The percentage of retiring participants assumed to take lump
sums or an annuity is based on historical experience and best

WillisTowersWatson Li"I"L6
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expectations for the future with consideration of whether any
conditions have changed that would be expected to produce
different results in the future,

Parcant married 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.

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

‘Prescrihed 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 (ASOPs). These methods are required by
IRC §430, or were selected by the plan sponsor from a range
of methods permitted by IRC §430.

Ghanges in,Assumptions.and Methods

Change In assumptlons 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 required by IRC §430.

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

The assumed plan-related expenses added te the target
normal cost were changed from $868,426 for the prior
valuation to $741,864 for the current valuation to account for
higher expecied expenses to be paid from the trust

Change in methods since prior  None
valuation

WillisTowersWatson Li"I"6l Willis Towers Watson Corfidential
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Assumptions and methods for pension cost purposes

Actuarial Assumptions and Methods — Pension Cost

Economic Assumptions

Pre-tax rate of return on assets for 7.00%

Discount rate:

m Equivalent single discount rate for benefit 2.66%
obligations

= Equivalent single discount rate for service cost 2.97%

= Equivalent single discount rate for interest cost 2.04%

Annual rates of increase:

n Infiation 2.40%

= Compensation: 4.50%

= Statutory limits on compensation and benefits 2.40%

m Cash balance interest credit rate 3.80%

Annuity conversion Cash balances are converted to annuities

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.

As required by the U.S. GAAP accounting standard, the yield curve reflecting returns on high quality
corporate bonds (AA and AAA) is used to determine the obligations and service cost, and thus the net
periodic benefit cost for the plan. Because these assumptions are required by the U.S. GAAP
accounting standard, and reflect 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 reflect both current economic conditions and assumed future
conditions.

Demographic Assumptions
where different from those used for contribution purposes,

Mortality:

Seplember 2021 WillisTowers Watson LJA"1"kd
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m Healthy mortality rates

m Disabled life mortality rates
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Base Mortality Table (Male Table used for males; Female Table
used for Females)

1. Base table: Pri-2012

2. Base mortality table yaar. 2012

3. Tabla type: White Collar for non-union participants, Blue-

Collar for union participants, and Total Dataset for

participants with an unknown union status

Healthy or Disabled: Healthy

Table weighting: Benefit

Blending of annuitants and non-annuitants: Separate rates

for annuitants and non-annuitants (based on Employass

table)

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

om

Mortality Improvement Scale (Male Table used for males; Female
Tabla used for Famales)

1. Base scale: MP-2020
2. Projection Type: Generational

Base Mortality Table

Base table: Pri-2012 Disabled Retiree

Base mortality table year: 2012

Table type: Na Callar

Healthy or Disabled: Disabled

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

mbwh =

Mortality Improvement Scale

1. Base scale: MP-2020
2. Projection Type: Generational

Additional Assumptions

Adminlstrative expenses

Cash flow

m Decrement timing

WillisTowersWatson Li"I"6l

Service cost includes $1,501,310 in administrative expenses
expected to be paid from the trust during the current year.

The assumptions used are collectively called rounded middle of year
{rounded MOY) decrement timing. Most events are assumed to
oceur 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 participant's rounded
age {nearest integer age) at the beqinning of the yaar, 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.
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= Timing of benefit payments Benefit payments are assumed to be made uniformly throughaut the
yedr and, on average, at mid-year.

m Amount and timing of Contributions are assumed to be made on the schedule specified by
contributions the Company.
Funding policy El Paso Electric 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 each year whether to contribute additional amounts {e_g.,
to reach certain funded status thrasholds to avoid benefit restrictions,
at-risk status, ERISA §4010 filings or other requirements).

Mothods — Penslon Cost and Funded Poslition

Cansus date January 1, 2021

Measurement date January 1, 2021

Service cost and projected The Unit Credit Cost Method is used to determina the Projectad
benefit obligation Benefit Obligation (PBO) and related current service cost Under this

method, the accrued benefit is calculated based upon service as of
the measurement date, The PBO is the present value of this benefit
and the service cost is the present value of the increase in the
banefit due to service in the upcoming ysar. In normal circumstances
the "accrued benefit” is based upon the Plan's accrual farmula.
However, if service in later years leads to a materially 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 bath ABO and
PBO except that final average pay is assumed to remain constant in
the future when calculating ABO.

PBC and service cost are measured by separately discounting the
projected benefit payments underlying these measures, determined
using the methodology described above, using the spot rates on the
December 31, 2020 Willis Towers Watson RATE:Link 40:90 yield
curve. Interest cost was measured by summing the individual
interest costs associated with each future benefit payment
underlying the PBO and servica cost, Thase individual interest costs
are developed by multiplying the present value of each benefit
payment, discounted using the applicable spot rate on the yield
curve relating to the future benefit payment, by that spot rate,
Equivalent single discount rates that would reproducing the resulting
banafit obligation, ssrvice cost and interast cost have besn
determined and disclosed.

September 2021 WillisTowersWatson Li"I"L6
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Market-related value of assets The market-related value of assets is determined by adjusting the

Amortization of unamortized
amounts:

m Recognition of past sarvice
cost/{credit)

m Recognition of gains or
losses

Benefits not valued

WillisTowersWatson Li"I"6l

market value of assets to reflect the investment gains and losses
{the difference between the actual investment return and the
expected invastment return) during each of tha last 2 years at the
rate of 33% per year. Expected investment returmn is a component of
NPBC.

Amortization of net prior servica cost/{cradit) rasulting from a plan
change is included as a component of Net Periodic Benefit
Cost/(Income) in the year first recognized and every year thereafter
until it is fully amortized. The annual amortization payment is
determined in the first year as the increase in PBO due to the plan
changa divided by the avarage remaining service period of active
participants expected to receive benefits under the plan.

However, when a plan change reduces the PBO, existing positive
prior service costs are reduced or eliminated starting with the earliest
established before a new prior service credit base is established.

Amortization of the net gain or loss resulting from experiance
different from that assumed and from changes in assumptions
{excluding asset gains and losses not yet reflected in market-related
value) is included as a component of Net Periodic Benefit
Caost/(Income) for a year.

If, as of the baginning of the yaar, that net gain or loss exceads 10%
of the greater of the PBO and the market-related value of plan
assets, the amartization is that excess divided by the average
remaining service period of active plan participants.

Under this methodology, the gainfloss amounts recognized in AOCI
are not expactad to be fully recognized in benefit cost until the plan
is terminated (or an earier event, like a settlement, triggers
recognition) because the average expected remaining service of
active participants expected to benefit under the plan over which the
amounts are amortized is redetermined sach year and amounts that
fall within the comidor described above are not amortized.

All benefits described in the Plan Provisions section of this report
were valued. Willis Towers Watson 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

Willis Towers Watson Confidential

3083



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 347 of 362
Ratiremant Incems Plan 48

Sources.of Data .and Other Information

The plan sponsor fumished participant data and claims data as of January 1, 2021. Information an
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 ware mada when data wera not available.
A summary of these assumptions can be found in our email dated August 12, 2021.

Accumulated other comprehensive {income)loss amounts shown in the report are shown prior to
adjustment for deferred taxes. Any deferred tax effects in AOCI should be determined in consultation
with the Company's tax advigors and auditors.

We are not awara 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 required by U.S. GAAP the discount rate mathodology was
chosen by the plan sponsor based on market information an the
measurement date.

Expacted roturmn on plan We understand that the expected return on assets assumption

assets reflects the plan sponsor's estimate of future experience for trust

asset returns, refiscting the plan’s current asset allocation and any
expected changes during the current plan year, current market
conditions and the plan sponsor's expectations for future market

conditions.

Cash balance interest Based on 20-year expectation of long-term govemment bonds,

crediting rate sinca the plan cradits interest to cash balance accounts using the
30-year Treasury rate, but with a minimum interest credit rate of
3.80%.

Annuity conversion rate Cash balances are converted to annuities using “annuity
substitution®.

Rates of Increase In Assumed increases were chosen by tha plan sponsor and, as

compensation required by U.S. GAAP they represent an estimate of future
experience.

Administrative expenses Administrative expenses are estimated based on an assumption of
past expenses paid from the trust assets as a percentage of held
assets.

Seplember 2021 WillisTowers Watson Li"I"L.8
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ssumptions Rationale - Significant Demographic Assumptions
(where different from those used for contribution purposes)

Healthy Mortality Assumptions were selected by the plan sponsor and, as required
by U.S. GAAP represent a best estimate of future experience.
Disabled Mortality Assumptions used for accounting purposes were selected by the
plan sponsor and, as required by U.S. GAAP represent a best
estimate of future experience.
Source of Prescribed Methods (Required for ASOP compliance, otherwise optional)
Accounting methods The methods used for accounting purposes as described in

Appendix 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 decreased from 3.39% as
prior valuation of January 1, 2020 to 2,66% as of January 1, 2021 to reflect the
change in yields on high-quality corporate bonds.
The single equivalent service cost discount rate decreased from
3.60% as of January 1, 2020 to 2.97% as of January 1, 2021 to
reflect the change in yields on high-quality corporate bonds.
The single equivalent interest cost discount rate decreased from
2,99% as of January 1, 2020 to 2.04% as of January 1, 2021 to
reflect the change In yields on high-quality corporate bonds.

The mortality pprojection scale was updated from Scale MP-2018
to the Scale MP-2020.

The annuity conversion assumptions were updated to the IRC
Section 417(e)(3) applicable interest rates for August 2020 and
applicable mortality table for lump sum payments in 2021,

Expected return on assets decreased from 7.50% to 7.00%.
Change in methods since None.

prior valuation

Change in estimation None.

techniques since prior

valuation

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

Quantify Quantify is the Willis Towers Watson 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 liabilities, develop results using applicable standards,
and generate client reports.

WillisTowers Watson LJ1"1I"li Willis Towers Watson Confidential
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RateCalc/RATE:Link

Published Demographic
Tables

September 2021
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Quantify parameters provide significant flexibility to model
populations and plan designs. Various demographic, economic and
benefit related assumptions exist for users to model multiple
demographic and economic situations.

Plan liabilities are calculated based on standard actuarial
techniques, daveloping actuarially reasonable results using the
papulation 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 liability methodologies that are
intended to reasonably reflect a variety of economic or
damagraphic conditions. The modal itself does not evaluate any
assumptions entered for reasonableness, consistency or probability
of ocounrence.

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
raport have relied an tha 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.

RateCalc is used as one component isn developing the single
equivalent discount rate that reflects the characteristics of the
clisnt’s employee benafit plan. It refarences a yield curve {(often a
RATE:Link curve) and expected plan benefit payments. The
projected benefit payments from the client’s plan are matched to
the spot rates along the yield curve to determine their present
values. A single equivalent discount rate is then solved for, which
produces the same total prasent valua as tha spot rates.

RATE:LInk is a mathodology to davelop spot rates to ba used for
liability and cost measurements related to employ=e benefit plans.
The same core methodology is used to develop all RATE:Link
curves. The RATE:Link process develops term structures of interest
rates from corporate bond data for each covered geography (e.g.,
the U.S. for this valuation).

The construction of RATE:Link yield curves relies on bond data
collzcted 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
modals developed by organizations with tha requisite sxpertise
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Appendix B: Summary of principal plan
provisions

Plan Provisions
The mast 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 smployes 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 ar any anniversary date.

Effactive April 1, 2014, an employae 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 employes hired or re-
hired before December 31, 2013 could affimatively elect ta
become a Cash Balance Member on April 1, 2014 to accrue future
bansfits undsr tha Plan as a Cash Balance Benefits rathar than as
final average pay benefits. Anh employee wha is hired or re-hired
after December 31, 2013 and before April 1, 2014 shall become a
Cash Balance Member on April 1, 2014,

Deflnltions

Vaesting sarvice One year for each 1,000-hour calendar year of employment with El
Paso Electric Company

Benefit service:

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

m 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 December 31, 2013
and before April 1, 2014) who completes at laast 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 earned by a Cash Balance
Member.

WillisTowersWatson Li'l"6:l Willis Towers Watson Confidential
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Penslonable pay

Average eamings:

a Final Average Pay

m Cash Balance

Normal retirement date (NRD)

Accrued henefit:

m Final Average Pay

m Cash Balance

September 2021
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An employee's annualized rate of basic compensatian, excluding
overtime, bonuses, expense allowances, proftt 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.

Far a Cash Balance Membar who is employad by the employer as
of April 1, 2014 and becames 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.

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

The monthly accrued benefit payable as a single life annuity upon
Normal Retiremant is the greater of (a), (b), {£) or (d) below, lass
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 Avarags Monthly Eamings multiplied by ysars of
bansfit service.

{b) $25.00 multiplied by years of projectad benefit service at
normal retirement date, not to exceed 10.
This amount multiplied by the ratio of years
of banafit service eamed to dats,
divided by years of projected benefit service at normal
retirement date. This benefit shall be no greater than $250
per month.

{c) Amount of benefit payable in accordance with the Plan in effect
on June 30, 1982 with Eamings frozen at the rate on June 20,
1982,

{d) Amount of accrued benefit earmned as of October 17, 1990
under the prior benefit formula

The Accrued Benefit for a Cash Balance Member is
{a) plus {b), as follows:
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m  Pay Credits

m Interest Credits

Monthly preretirement death
hanafit:

m Before Normal Retirement Age
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{a) The benefit accrued under the Plan priar to becoming a Cash
Balance Member, as determined under the Final Average Pay
formula above.

{b) The Cash Balance Account, consisting of pay credits and
interast 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 Sarvice, as shown balow:

Age Plus Vesting Percentage of Base Pay

Sorvice for-thie Plan: Yaar

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 8.00%

Interast 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
month, which when compounded maonthly for the 12 months of the
Plan Year, is equal to the 30-Year Treasury Bond Rate for August
of the precading year (but no lass than 3.80% for the Plan Year,
compounded monthly).

Payable upaon the death of a participant employed by the company
who had completed 5 years of Vesting Service. If the participant
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
entiled 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 day
after the eariast retirement aga. If the participant dies after
attaining age 50 with 10 years of service, the amount payable to
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the eligible spouse is 50% of the participant's Accrued Benefit,
commencing immediately.

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

Eligibility-for: Benafits:

Normal retirement Retirement on NRD
Early retirament:
m 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 reducad basis prior to age 85, If the participant retires
with at least 20 years of Vesting Servica, 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 Benefit without any
reduction.

m Cash Balance Early retirament under the plan is age 55 and complation of 3
years of Vesting Service.

Postponed retirement Retirement after NRD

Deferred vosted termination Temnination 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

Disability Permanent and total disability prior to NRD, and participant is
receiving a Social Security disability benefit

Preretirement death 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 The manthly pension benefit determined as of NRD

Early retirement:
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m Final Average Pay

m Cash Balance

Postponed retirement

Deferred vested termination:

m Final Average Pay

m Cash Balance

Disablement:

m Final Average Pay

m Cash Balance

Preretirement death
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The manthly pension benefit determined as of NRD reduced
6.567% 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
datermined as of NRD actuarially reduced to the commancamant
date. The Cash Balance Benefit determinad as of the
commencement date will be actuarially reduced to be equivalent to
the member's Cash Balanse Account.

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

The participant may elect to commence as early as their Early
Retiremant with the monthly pension bensfit datermined as of
NRD reduced 6.667% far 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 Cash Balance Benefits will
be payable as of NRD or may elect o 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.

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 Earmings at date of
Disability and Benefit Service, including all credit for all years while
disabled, at NRD. The qualified joint and spouse survivor death
bansfit will apply.

Payable to a participant immediately 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.

If participant has attained age 50 and samed at laast 10 years of
vesting service, then the manthly preretirement death benefit
payable on behalf of an active employee is unreduced for form of
payment and eany retirement
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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.
Forms of payment Preretirement death benefits 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 or, if the
participant 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.

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 Plan

The following sections discuss certain risks associated with the Retirement Income 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 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, if these elements move in the opposite direction than discussed below. Note also that any
assessment of the risk provided below is specuiative and made by the actuary who may not have all
the information necessary to evaluate the significance of the risk to the company or plan participants
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 conclusions as to
the significance of the risk presented. A more complete understanding of these or other risks would
require 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 condition 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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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 to 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-Liabllity 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
are invested in securities that would not be expectad to move in any predictable pattern relative to
plan liabllities. 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 return-seeking asset classes that can experience volatile
returns. Several consecutive years of moderatsly poor returns or a single year of exceptionally poor
retums may cause a significant increase in minimum required contributions or in contributions required
to reach desired funding targets (e.qg., 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
investments 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. If yields trend downward,
the pension obligations and required confributions may increase significantly and the higher
contribution rates may persist for a long period of time. The 25-year average currenlly results in the
use of interest rates that are higher than current market yields. Under current law the effect of the
averaging will decline over time because the specified percentage will be increased from the current
10% to 30%. Together these two facts mean that the interest rates used to measure liabilities will
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decline over time if market yields remain at current levels, Therefore, we expect interest rates used to
measure liabilities to decline, the plan's funded status to deteriorate and minimum required
contributions to increase.

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 that do not reflect current market conditions.

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.

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 pattemn of longer lifespans or new research that increases the
plausibility of longer lifespans may require a future adjustment in the mortality assumptions that resuits
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 plan includes 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.
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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 more 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.

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 lllustrate 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.

Plan Year Fair Market Funding Target Funded
Value of Assets Percentage

2021 375,327,497 370,706,150 101.25%

2020 327,162,316 330,215,292 99.07%

2018 272,803,260 318,083,168 86.76%
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Appendix D: Descriptions of funded status
measures

Calculations for Funding Ratios Chart in Section 1: Summary of Results

Prior Year Ratios
Purpose of Ratio Asset Measure  Obligation Measure
1 Test ability to apply funding balances to current year AVA - PFB FTO
2 :':l?tuly contribution exemption test for current AVA -FSCB - PFB FT
3 :.:EOKPM‘I Test for current year AVA - FSCB- PFB FTO
4 At-risk Prong 2 Test for current year AVA - FSCB - PFB FTAR, but without loads
Current Year Ratios
Purpose of Ratio Assat Measure  Obligation Measure

1 Test ability to apply funding balances to next year's

MRC

2 Quarterly contribution exemption test for next year Same as for analogous Prior Year Ratio

3 At-risk Prong 1 Test for next year

4 Atl-risk Prong 2 Tesl for nex! 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 cumrent year:

- I PFB applied to current year MRC AVA - PFB FT
- WPFB not applied to current year MRC AVA FT
7 Eliminate SABs in current year AVA -FSCB - PFB FT
Benefit Restriction Ratios
Purpose of Ratio for Plan Plan assets Obligations Year Ratio Is
Year Deatermined
Adjusted Funding Target [AVA if AVAIFTO >= FTO' + annuity Current
Attainment Parcentage (AFTAP) —  100%; AVA—FSCB -  purchases for NHCEs
Application of Benafil Reslrictions PFB atherwise] + in previous 2 years
under [RC 436 annuity purchases for
NHCEs in previous 2
years

' If plan sponsor is in bankruplcy, FTO is calculated using interest rates that are nol stabilized for purposes of restrictions on
accalerated payments.
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Definitions of terms

Term Short for

FTAP Funding target attainment percentage
RPBGC FTAR FTAP for exemption from ERISA 4010
FSCB Funding standard carryover balance
PFB Prefunding balance

Funding balanca FECB + FFB

FTO Ongoing funding target

FTO ignoring FTO caleulated ignoring interest rate
stabilization stabilization

FTAR At-risk funding target

FT Funding target

F5 Funding shortfall (surplus}

PBGC 4010 FS Funding shortfall for determining whether a
controlled group is exernpt from an ERISA

4010 filing

SAB Shortfall amortization base

SCHEDULE G-2.1
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Definition
{AVA -FSCB —PFB)/FTO

{AVA -FSCB—PFB) { (FTQ ignoring
interast 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
thosa required since PPA applised to the
plan, to the extent the plan sponsor
elected to create PFB, less amounts
subsequently applied to MRC or forfeited

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

Same as FTO if the full yield curve is
used, or stabilized segmant rates fall
within the comidors

Funding target reflecting at-risk
assumptions and any applicable loads,
as described in IRC 430(i), with no
phase-in

Funding target used to calculate MRC.

Equals:

m FTO if the plan is not at-risk.

m FTAR if the plan has been at risk for
at least 5 consecutive plan years.

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

FT — (AVA — funding balances)

FT {ignoring interest rate stabilization) -
AVA

See PBGC reporting requirements
section of the repart for more
information.

An SAB is establishad 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

' If plan sponsar is in bankruptcy, FTO is calculated using interest rates that are not stabilized for purposes of restrictions on

accalerated payments.

September 2021
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Term Short for Definltion

in accordance with the test in the
Funding Ratios chart in section 1.

TNG Target nommal cost Present value of benefits expected to
accrue, and expenses expected to be
paid from plan assets, for the year.
Reflects atrisk assumptions if the plan is
at-risk (phased-in if plan has been at-risk
for fewer than 5 consecutive years as
described above)

34l Shortfall amortization installment Amortization for an SAB sstablished in a
particular year. SAls are eliminated if FS
is less than or equal to $0.

WMRC Minimum required contribution TNC plus SAls as of the valuation date
(assumes no funding waivers and plan is
not fully funded). See section 2.4 for
moare details on this calculation.

AVA Actuarial valug of plan assets “Plan assets” under PPA, including
discounted receivables and reflecting
any smoothing. See section 2.3 for more
details.
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