


INVESTOR HIGHLIGHTS

in thousands except per share amounts and ratios

FINANCIAL DATA 2009 2008 2007

Operating Revenues from Continuing Operations $1,959,522
Operating Expenses * $2,189,336
Earnings (Loss) from Continuing Operations $(297,565)
Net Earnings (Loss) Attributable to PNMR $(270,644)
Retained Earnings $327,290

COMMON SHARE DATA

Earnings (Loss) per Share — Basic
Ongoing Earnings 23 $0.10
Earnings (Loss) from Continuing Operations Attributable to PNMR $(3.66)
Net Earnings (Loss) Attributable to PNMR $(3.24)

Earnings (Loss) per Share — Diluted
Ongoing Earnings 23 $0.10

Earnings (Loss) from Continuing Operations Attributable to PNMR $(3.66) We a re measu red by Wh at we aCh ieve.

Net Earnings (Loss) Attributable to PNMR $(3.24)
Book Value per Share $19.13
Dividends Declared per Share $0.605

Market Price per Share
High $21.69 : : : :
Low $7.56 Businesses don’t accomplish anything. People do.

Close at Year-End $10.08
Average Shares Outstanding — Basic 83,468 Each of the companies at PNM Resources is propelled

Average Shares Outstanding — Diluted 83,468

by passionate people who are inspired and who inspire
FINANCIAL RATIOS :
others to do more. To make a difference. To solve a

Market-to-Book Ratio at Year-End 0.53
Price Earnings Ratio at Year-End Not Meaningful

problem in a better way. From engineers to strategists,

Return on Average Common Equity (16.0%)

Dividend Yield on Market Price at Year-End 6.00% q g 8
customer service to Ilnemen, government relations to

environmental specialists — our people fought tough

battles, made smart decisions and have achieved

Operating expenses are from continuing operations, excluding PNM Gas, which was sold on January 30, 2009.

Ongoing earnings are adjusted to exclude the impact of various special items and net unrealized mark-to-market gains and losses on economic hedges. 0 I t . 2 O 09
Ongoing eamings also include discontinued operations. a m a ZI n g reS U S I n .

Reconciliation of ongoing earnings per diluted share to Generally Accepted Accounting Principles (GAAP) diluted earnings per common share:

20009 diluted ongoing EPS $0.94 2008 diluted ongoing EPS $0.10 2007 diluted ongoing EPS $1.11
CapRock settlement 0.10 Acquisition/Divesture (0.07) Afton write-down (0.15)
Depreciation associated with sale of gas assets 0.01 Afton write-down (0.02) Business improvement plan (0.12)
Mark-to-market impact of economic hedges 0.05 Business improvement plan (0.07) Mark-to-market impact of economic hedges (0.06)
Gain on reacquired debt 0.05 Depreciation on gas assets 0.16 Favorable tax decisions 0.27
Gain on sale of gas operations 0.72 Mark-to-market impact of economic hedges (0.05) JV Formation costs (0.02)
Settlement of California energy crisis legal proceeding (0.21) Interest on uncertain tax positions (0.03) Loss on contribution of Altura (0.03)
Interest on uncertain tax positions 0.04 Gain on sale of merchant portfolio 0.03 Sale of turbine 0.03
Net change in unrealized impairments of NDT securities 0.03 Impairment of goodwill (2.09) Speculative trading (0.03)
Post sale discontinued operations (0.03) Impairment of other intangible assets (0.45) Twin Oaks impairment (0.03)
Regulatory disallowances (0.18) Regulatory disallowances (0.22) Net change in unrealized impairments of NDT securities (0.01)
Sale of water rights 0.01 Speculative trading (0.40) 2007 GAAP diluted EPS $E
Write-down of emission allowances (0.17) Texas deferred tax adjustments 0.07
2009 GAAP diluted EPS ﬁ Net change in unrealized impairments of NDT securities  (0.09)

Write-down of emission allowances (0.11)

2008 GAAP diluted EPS $(3.24)




I converting the

sun’s rays into power is
not an obligation, but
an opportunity for PNM
to help our environment
and use technology to
its fullest potential.

ANNUAL PARTICIPATION IN 1,154 kW
CUSTOMER-OWNED SOLAR PV SYSTEMS

O Kilowatts installed

Number of participants

2006 2007 2008 2009

INVESTING IN OUR MOST ABUNDANT RENEWABLE POWER SOURCE

By the end of 2012, as much as 80 megawatts of solar power could be added to PNM’s system.
Using state-of-the-art photovoltaic technology, PNM plans to install 45 megawatts of utility-scale
solar projects at different locations throughout New Mexico. PNM’s Reeves Generating Station on
Albuquerque’s north side was chosen to be the first site to host a solar facility, which will feed power
to PNM’s system directly through the existing distribution infrastructure.

Customers who want to own their own solar system can benefit with an expanded incentive program
that could grow up to 24 megawatts during the next two years. In addition, PNM plans to deploy a
program of up to 10 megawatts in which the utility will purchase solar-power systems installed at
tax-exempt customer sites.

PNM will initiate the solar programs when approved by state regulators and is assured cost recovery
and a return for shareholders.




O Total Waste
Recycled
@ Disposed

MATERIALS RECYCLED IN 2009

in tons

EMBRACING INNOVATION
TO HELP OUR COMMUNITY GO GREEN

Plastic water bottles, aluminum cans, paper, cardboard, scrap
metal, excess wire, out-of-service utility poles, pallets, wooden
reels, used office furniture and even transformers are among
the items PNM Resources’ Team Green has recycled, donated
or re-used. Headed by John Acklen, Environmental Services
Department, Team Green and PNM Resources Supply Chain
were behind the recycling of more than 5,204 tons of products
in 2009.

One of the programs John implemented is a partnership with
Irby, PNM’s equipment supplier that makes deliveries to various
PNM locations throughout the state. Before Team Green got
involved, Irby trucks dropped off equipment loads at PNM
locations and then returned to Albuquerque with available
space. Today, Acklen and his team have arrangements for Irby
to fill their trucks with products recycled at various PNM sites
and transport the loads back to Albuquerque for recycling.




IEEE an electricity company
should help customers take

control of their costs by providing
more visibility, more flexibility
and more information.

EMBRACING INNOVATION TO IMPROVE RESIDENTIAL SERVICE

PNM Resources and its RETAIL ELECTRIC RATE COMPARISON PNM

idiari i i in cents per kilowatt hour Regi . . . . ) . . . . . .
subsidiaries strive to provide b eelon Earlier this year First Choice Power became the first retail electric provider in Texas to offer residential

customers with the best possible ® usa ) . . . i
prepaid service based on actual daily usage from advanced or “smart” meters.

’ ; 1
value in customer service and 2

electricity costs. Our programs . . - . .
Because of the program, called Control First™, customers can sign up for electricity service with

have helped customers reduce 1o
usage and save money. Our First Choice Power through a more streamlined process. Control First™ customers can receive regular
largest utility, PNM, has a long- 8 updates with unprecedented access to their usage and account balance by cell phone or e-mail

standing tradition of offering either dally or Weekly
retail rates that are below 6
national and regional averages. 2005 2006 2007 2008 2009 The new technology is expected to attract new customers and reduce First Choice Power’s customer-
Data Source: PNM, Energy Information Administration. de“n uenc r|Sk
q y
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138.69 2010

target
80.69 2009
2008
5.2
° 2007
5.00

CUMULATIVE ELECTRICITY SAVINGS FROM
PNM ENERGY EFFICIENCY PROGRAMS IN NEW MEXICO

in gigawatt hours

MAKING ENERGY EFFICIENCY
ACCESSIBLE FOR OUR ENTIRE COMMUNITY

Texas has been one of the nation’s leading states to enact
energy efficiency mandates and provide incentives for utilities
to encourage conservation. Since 2002, TNMP has offered a
variety of programs for residential and business customers to
reduce use and save money. One of its newest offerings is the
low-income weatherization program, which makes available
approximately $175,000 annually to not-for-profit agencies
who provide energy efficiency improvements to the homes of
income-eligible customers in the TNMP service area.

In New Mexico, PNM energy-efficiency programs such as the
Refrigerator Recycling Rebate and Quick Saver™ for small
businesses have reduced power demand, lowered emissions
and decreased customer bills. Since 2007, PNM’s energy
efficiency programs have saved enough energy to power
19,100 homes for one year.

11




DELIVERING ON OUR INITIATIVES

Although improved from the year before, the nation’s economy in 2009 still posed risks and
challenges to every business sector. PNM Resources was not immune to the effects of the
sluggish economy, and our employees were determined not to let it impede our success.

Our annual report from a year ago concluded with several specific objectives for 2009 that were
designed to restore financial health to PNM Resources and its subsidiaries.

First, we set out to achieve successful outcomes in the PNM and TNMP rate cases. Both utilities
implemented favorable rate increases in 2009, punctuated by PNM being awarded a traditional
fuel and purchased power cost adjustment clause — a cost-recovery mechanism that had been
absent from PNM rates since 1994.

Second, we set out to generate profits at First Choice Power. As we reported earlier, First Choice
Power had a strong year and was the driving force behind our improved consolidated ongoing
earnings, accounting for more than 46 percent.

Third, we worked to maintain growth in Optim Energy. In June, Optim Energy, our Texas electricity
generation company that is equally owned by PNM Resources and a subsidiary of Cascade
Investment, L.L.C., added 275 megawatts to its generation

portfolio. Despite low energy prices in the competitive Texas

marketplace, employees at Optim Energy worked to grow that 1 %

company’s contribution to PNM Resources’ earnings.

. . INCREASE IN UTILITY
Fourth, our employees across all segments maintained focus DO SRS

on lean operations. As an example, utility operation and IN 2009 VS. 2008
maintenance — or 0&M — costs grew just 1 percent in 2009 excluding pension and benefit costs

vs. 2008, excluding pension and benefit costs.

While our employees are proud of achieving those four goals in 2009, we also made significant
progress in other areas that provided value to our shareholders and customers. Specifically, we
used proceeds from the sale of the PNM gas operations to significantly reduce debt, and we made
strides to increase our electric utilities’ cash flow. Those efforts improved our credit metrics and
resulted in Standard & Poor’s changing the business outlook of our senior unsecured debt from
“negative” to “stable” in late 2009.

We also restructured our businesses in a way that better delineates our regulated and competitive
businesses. In 2009 we successfully moved two merchant plants into the PNM retail jurisdiction,




saving customers hundreds of millions of dollars in avoided construction costs and providing
shareholders a regulated return on those assets.

2009: THE YEAR IN REVIEW

Results in 2009 reflect a better — but not yet satisfactory — regulatory framework for our utilities
and significant improvement by First Choice Power, our competitive retail electricity provider
in Texas. For the year, consolidated ongoing
earnings were $0.94 1 per diluted share,

A future-test—period ﬁ”ng compared with $0.10* per diluted share in
2008. GAAP consolidated earnings were

COUId mltlgate regl'“atory $1.36 per diluted share in 2009, compared
|ag, improve PNM’s ROE with 2008 losses of $3.24 per diluted share.

and increase earnings_ From a regulatory perspective, 2009 was an
important year for our utilities. Revenues for

our New Mexico utility, PNM, improved because
of two rate increases. 2009 marked the first full-year benefit of the 2008 rate increase, the first
in more than 20 years, and it reflected six months’ recovery of a second increase that included
the implementation of the traditional fuel clause. This second case was implemented in July and
stemmed from an unopposed agreement among PNM, key intervenors and staff of the N.M.
Public Regulation Commission.

Also in 2009, state legislators passed a bill that will allow New Mexico utilities to file rate cases
based on a future test period, which should mitigate the inherent regulatory lag that negatively
impacts PNM'’s return on equity and its earnings. Despite these regulatory successes, more work
needs to be done within the regulatory arena for the utility to earn its allowed return.

TNMP, our transmission and distribution utility in Texas, also implemented new rates during 2009.

This new rate structure allowed TNMP to recover costs associated with the refinancing of existing
debt and the restoration efforts after Hurricane Ike. Operationally, both PNM and TNMP finished
the year among the nation’s best in electric reliability.

1 Ongoing earnings are adjusted to exclude the impact of various special items and include discontinued operations.
For a complete reconciliation of ongoing earnings per diluted share to Generally Accepted Accounting Principles (GAAP)
earnings per diluted share, see Footnote 3 of the investor highlights table on the inside front cover.

30mw

SOLAR POWER TO BE
ADDED TO PNM’S
PORTFOLIO BY 2012

if approved by regulators




9%

PNM AVERAGE
RETAIL RATES ARE
9% LOWER THAN
REGIONAL RATES

The prospects for long-term earnings growth are strengthening with improving regulatory
environments and a new strategic direction of our competitive businesses. As we continue to
restore the financial position of all of our companies,

we remain committed to rewarding our shareholders

with a dividend payout policy that is aligned with our 1 9 1 O O
improving financial performance. 9

HOMES THAT COULD BE POWERED

FOR ONE YEAR WITH ELECTRICITY

SAVED THROUGH PNM’S ENERGY
EFFICIENCY PROGRAMS

ACKNOWLEDGMENTS

Looking forward to the rest of 2010, we also are
mindful of the contributions our employees make
year-in and year-out to provide value for our customers
and shareholders. They believe strongly in what they do, challenge themselves daily and are often
their own most-demanding critics. On behalf of PNM Resources’ management, we thank each and
every employee.

since 2007

We also would like to acknowledge two dedicated individuals who served on our board of directors
but are moving on to other pursuits. Last April, Woody Hunt did not seek re-election to the board
of directors after serving nearly four years. Woody was an influential member of the board and
most recently chaired the Finance Committee. And, after 18 years as a director, Bob Price will not
seek re-election to the board in 2010. Bob has served in nearly every capacity during his tenure
on the board, most recently serving as chair of the Finance Committee. Bob has been a valued
mentor for both management and board members over the years. We extend our deepest thanks
to both Woody and Bob and wish them the best.

The emerging picture of the future appears to be an industry transformed by new technologies,
customer expectations and renewable power initiatives. Our employees are embracing these
changes. They know that while there are risks for PNM Resources in this future world, there are
also opportunities.

Thank  you for your support.

/ Ao A Ul

JEFF STERBA PAT VINCENT-COLLAWN
Chairman President and CEO
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BOARD OF DIRECTORS

As of Dec. 31, 2009

JEFFRY E. STERBA

ADELMO E. ARCHULETA

JULIE A. DOBSON

Chairman. Retired CEO of
PNM Resources. Age 55.
Director since 2000.

ROBERT R. NORDHAUS

President and Chief Executive
Officer of Molzen-Corbin &
Associates. Age 59. Director
since 2003. Public Policy and
Sustainability Committee, Chair;
Audit and Ethics Committee.

MANUEL T. PACHECO PH.D.

Chairman of TeleBright Corporation.
Age 53. Director since 2002.
Audit and Ethics Committee,
Chair; Board Governance and
Human Resources Committee.

ROBERT M. PRICE

Member of Van Ness Feldman,
P.C., Attorneys at Law. Age 73.
Director since 2007. Finance
Committee; Public Policy and
Sustainability Committee.

BONNIE S. REITZ

President Emeritus, University of
Missouri System. Age 67. Director
since 2001. Audit and Ethics
Committee; Board Governance and
Human Resources Committee.

DONALD K. SCHWANZ

President of PSV Inc. Age 79.
Director since 1992. Finance
Committee, Chair; Audit and
Ethics Committee.

JOAN B. WOODARD PH.D.

Owner/Founder InsideOut...
Culture to Customer. Age 57.
Director since 2002. Board
Governance and Human Resources
Committee, Chair; Public Policy
and Sustainability Committee.

Retired Chairman and CEO
of CTS Corporation. Age 66.
Director since 2008. Finance
Committee; Public Policy and
Sustainability Committee.

On March 1, 2010, Pat Vincent-Collawn was named to the PNM Resources
Board of Directors. She currently serves as the company’s president and CEO.

Retired Executive Vice President
and Deputy Director of National
Security Technologies & Systems
for Sandia National Laboratories.
Age 57. Director since 2003.
Finance Committee; Board
Governance and Human
Resources Committee.
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THE COMPANY
PNM RESOURCES INC., AND SUBSIDIARIES COMPARISON OF 5-YEAR
CUMULATIVE TOTAL RETURN

PNM Resources is an investor-owned holding company
of energy and energy.re|ated businesses. PNM PNM Resources S&P 500 .S&P MidCap 400 Utilities Index
Resources’ primary subsidiaries are PNM, TNMP
and First Choice Power. PNM is a regulated utility in $160
New Mexico with operations primarily engaged in the 140 ,.\
generation, transmission and distribution of electricity. /./ /t
TNMP is a regulated utility operating in Texas, providing 120
transmission and distribution services. First Choice Power */ \./
is a competitive retail electricity provider in Texas. PNM 100
Resources also owns 50 percent of Optim Energy, which 80
is focused on unregulated electricity generation operations
in the Electric Reliability Council of Texas. 6o

4.0

STOCK PERFORMANCE

The graph at right assumes that $100 was invested on
Dec. 31, 2004, in PNM Resources common stock, the
S&P 500 Stock Index and the S&P MidCap 400 Utilities
Index, and that all dividends were reinvested.

SHAREHOLDER

2004 2005 2006 2007 2008 2009

$100.00 $99.88 $130.35 $93.72 $47.14 $61.50
100.00 104.83 121.20 127.85 81.12 102.15
@® 10000 109.97 133.80 142.35 113.91 137.10

Data Source: Bloomberg. Historical performance does not necessarily predict future results.
PNM Resources common stock is traded on the NYSE.

INFORMATION

2010 ANNUAL MEETING

The 2010 Annual Meeting of Stockholders will be at 9 a.m.
(MDT) on May 18, 2010, at the South Broadway Cultural
Center, 1025 Broadway SE, Albuquerque, N.M. Proxies will
be requested from stockholders when the notice of meeting
is mailed on or about April 7, 2010.

TRANSFER AGENT AND REGISTRAR
Corporate Headquarters

BNY Mellon Shareowner Services

PO Box 358015, Pittsburgh, PA 15252-8015

Overnight, registered or certified mail:
BNY Mellon Shareowner Services

500 Ross Street, Pittsburgh, PA 15262
(877) 663-7775
www.bnymellon.com/shareowner/isd/

DIVIDEND REINVESTMENT AND

DIRECT STOCK PURCHASE PLAN

PNM Resources offers a dividend reinvestment and direct
stock purchase plan as a service to both new investors and
current shareholders. In addition to full or partial reinvestment
of dividends, the PNM Direct Plan gives shareholders the
opportunity to make direct cash investments. More information
about the plan and enrollment forms are available through
BNY Mellon Shareowner Services.

Safe Harbor Statement under the Private Securities Litigation Reform Act of 1995 Any statements made herein about future operating results or other future events are forward-looking
statements made pursuant to the Private Securities Litigation Reform Act of 1995. Actual results may differ materially from those expressed or implied by these forward-looking statements.
A discussion of factors that could cause actual results or events to differ is contained in the section entitled “Disclosure Regarding Forward Looking Statements” in the attached Form 10-K

for the year ended December 31, 2009.

SECURITIES INFORMATION

NYSE Listed

Stock Symbol: PNM

Common shareholders of record: 13,157 (as of Feb. 15, 2010)
Newspaper listing: PNM Res

REPORTS AND PUBLICATIONS

Copies of the company’s Form 10-K (annual report) and Form 10-Q
(quarterly report) to the Securities and Exchange Commission (SEC),
proxy statement, all news releases, up-to-date stock quotes,
quarterly earnings results and other corporate literature are
available free upon request by accessing PNMResources.com, or
by calling (800) 545-4425, or by writing to Shareholder Services.

CONTACT INFORMATION

Corporate Headquarters
PNM Resources

Alvarado Square
Albuquerque, N.M. 87158

Shareholder Services
Alvarado Square MS 1120
Albuquerque, N.M. 87158
(505) 241-2868

(800) 545-4425

Investor Relations
Gina Jacobi, Director
Investor Relations
(505) 241-2211
(505) 241-2369 - Fax
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Alvarado Square, Albuquerque, New Mexico 87158
PNMResources.com



