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ITEM 1. FINANCIAL STATEMENTS

PART I. FINANCIAL INFORMATION

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

(Unaudited)
Three Months Ended March
31,
2010 2009
(In thousands, except per sh
amounts;
Operating Revenues
Electric $ 383,39t $ 385,80
Other 61 62
Total operating revenues 383,45 385,86!
Operating Expenses:;
Cost of energ 190,88t 181,24¢
Administrative and gener. 62,78t 62,13¢
Energy production cos 53,88t 48,557
Depreciation and amortizatic 37,27¢ 36,07:
Transmission and distribution co 13,89( 14,01°
Taxes other than income taxes 14,18 13,93:
Total operating expenses 372,91 355,96
Operating income 10,54: 29,90:
Other Income and Deductions:
Interest incomi 5,027 5,22
Gains (losses) on investments held by N 1,74z (4,382
Other income 10,131 23,16«
Equity in net earnings (loss) of Optim Enel (4,352 1,39t
Other deductions (1,847 (2,360
Net other income (deductions) 10,71¢ 23,04(
Interest Charges 31,41( 28,94¢
Earnings (Loss) before Income Taxe (20,159 23,99¢
Income Taxes (Benefit (4,939 7,581
Earnings (Loss) from Continuing Operations (5,219 16,401
Earnings from Discontinued Operations, net of Incore
Taxes of $0 and $40,02 - 75,85¢
Net Earnings (Loss) (5,219 92,26(
Earnings Attributable to Valencia Non-controlling Interest (3,109 (2,579
Preferred Stock Dividend Requirements of Subsidian (132) (132)
Net Earnings (Loss) Attributable to PNMR $ (8,449 $ 89,54¢
Earnings (Loss) from Continuing Operations Attributable to PNMR per Common Share
Basic $ (0.09 $ 0.1t
Diluted $ (0.09 $ 0.1t
Net Earnings (Loss) Attributable to PNMR per CommonShare:
Basic $ (0.09 $ 0.9¢
Diluted $ (0.09 $ 0.9¢
Dividends Declared per Common Shar $ 0.12t $ 0.12¢

The accompanying notes, as they relate to PNMRamiategral part of these financial stateme






PNM RESOURCES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)
December
March 31, 31,
2010 2009
(In thousands
ASSETS
Current Assets:
Cash and cash equivalel $ 28,98t $ 14,64
Special deposit 31,96: 52
Accounts receivable, net of allowance for uncoll#etaccounts of $11,415 and $12,7 100,95¢ 106,59:
Unbilled revenue 61,39¢ 78,27
Other receivable 79,84% 77,67
Materials, supplies, and fuel sto 50,53: 50,63:
Regulatory asse 18,97¢ 7,47¢
Commaodity derivative instrumen 61,78: 50,61¢
Income taxes receivab 127,59° 129,17:
Other current assets 90, 75¢ 63,07¢
Total current assets 652,79t 578,20!
Other Property and Investments:
Investment in PVNGS lessor not 121,79¢ 137,51:
Equity investment in Optim Ener 193,58¢ 195,66¢
Investments held by ND 141,23 137,03:
Other investment 24,64¢ 25,52¢
Non-utility property, net of accumulated depre@atof $3,999 and $3,779 7,704 7,928
Total other property and investments 488,97 503,66(
Utility Plant:
Plant in service and plant held for future | 4,735,67 4,693,533
Less accumulated depreciation and amortization 1,628,16 1,611,49
3,107,50 3,082,03
Construction work in progre: 166,19¢ 181,07¢
Nuclear fuel, net of accumulated amortization 8,830 and $19,456 75,47 69,33’
Net utility plant 3,349,17 3,332,44!
Deferred Charges and Other Assets
Regulatory asse 525,05t¢ 524,13t
Goodwill 321,31( 321,31(
Other intangible assets, net of accumulated anaitiz of $5,314 and $5,21 26,52¢ 26,567
Commaodity derivative instrumen 3,77¢ 2,41z
Other deferred charges 92,77¢ 71,18:
Total deferred charges and other assets 969,44! 945,60°

$ 5,460,390 $ 5,359,92.

The accompanying notes, as they relate to PNMRamiategral part of these financial statements.




PNM RESOURCES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)
December
March 31, 31,
2010 2009

(In thousands, except share
information)
LIABILITIES AND STOCKHOLDERS ' EQUITY
Current Liabilities:

Shor-term deb! $ 287,97. $ 198,00
Current installments of loi-term debt 2,12¢ 2,12¢
Accounts payabl 103,35« 111,43:
Accrued interest and tax 66,717 45,34
Regulatory liabilities 1,701 90¢
Commaodity derivative instrumen 59,94 24,02t
Other current liabilities 152,11 181,44:
Total current liabilities 673,92¢ 563,27
Long-term Debt 1,565,36! 1,565,20!
Deferred Credits and Other Liabilities:
Accumulated deferred income tay 528,77 531,16¢
Accumulated deferred investment tax cre 19,91: 20,51¢
Regulatory liabilities 354,50: 350,32
Asset retirement obligatior 72,41¢ 70,96:
Accrued pension liability and postretirement beinedist 275,68: 281,92:
Commaodity derivative instrumen 12,13 4,54¢
Other deferred credits 124,61 121,39
Total deferred credits and other liabilities 1,388,03! 1,380,83
Total liabilities 3,627,32: 3,509,331

Commitments and Contingencies (See Note

Cumulative Preferred Stock of Subsidiary
without mandatory redemption requirements ($10tedtaalue, 10,000,000 shares authori:

issued and outstanding 115,293 shares) 11,52¢ 11,52¢
Equity:
PNMR Convertible Preferred Stock, Series A withmatndatory redemption requireme
(no stated value, 10,000,000 shares authorizagedsand outstanding 477,800 shares) 100,00( 100,00(

PNMR common stockholde’ equity:
Common stock outstanding (no par value, 120,000sb@0es authorized: issu

and outstanding 86,673,174 shai 1,290,24 1,289,89
Accumulated other comprehensive income (loss)phgtcome taxe: (44,049 (46,057
Retained earnings 386,00: 405,88«

Total PNMR common stockholders’ equity 1,632,20 1,649,71

Non-controlling interest in Valencia 89,33( 89,35¢

Total equity 1,821,53 1,839,07!

$ 5,460,390 $ 5,359,92

The accompanying notes, as they relate to PNMRamiategral part of these financial statements.




PNM RESOURCES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash Flows From Operating Activities:
Net earnings (loss

Adjustments to reconcile net earnings (loss) tocash flows from operating activitie

Depreciation and amortizatic
PVNGS firm sales contract reven
Bad debt expens
Deferred income taxes (bene
Equity in net (earnings) loss of Optim Enel
Net unrealized losses on derivatiy
Realized (gains) losses on investments held by |
Gain on sale of PNM Ge
Gain on reacquired de
Stock based compensation expe
Other, ne
Changes in certain assets and liabilit
Accounts receivable and unbilled reven
Materials, supplies, and fuel sta
Other current asse
Other asset
Accounts payabl
Accrued interest and tax
Other current liabilitie:
Other liabilities

Net cash flows from operating activities

Cash Flows From Investing Activities:
Utility plant additions
Proceeds from sales of investments held by I
Purchases of investments held by N
Proceeds from sale of PNM G
Transaction costs for sale of PNM C
Return of principal on PVNGS lessor no
Other, net

Net cash flows from investing activities

The accompanying notes, as they relate to PNMRamiategral part of these financial statements.

(Unaudited)

Three Months Ended March

31,
2010 2009
(In thousands
$ (5219 $ 92,26(
44,31¢ 42,30¢
(14,329 (13,969
6,397 14,90¢
(4,339 (89,719
4,352 (1,395
33,35t 6,95¢
(1,743 4,38z
- (101,369
- (7,467
1,427 1,07(¢
(807) 332
16,11: 4,42:
98 2,09¢
(70,81)) (1,527
(4,594 1,38¢
(8,079 (79,020
22,95( 139,81!
(21,68() (26,82
(10,67() (3,950
(13,25¢) (15,28
(67,54) (80,85()
20,69¢ 44,39:
(21,619 (44,729
- 640,62(
- (10,60
14,21¢ 11,45¢
16E 41€
(54,076 560,70




PNM RESOURCES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash Flows From Financing Activities:
Shor-term borrowings (repayments), t
Long-term borrowings
Repayment of lor-term debt
Issuance of common sto
Proceeds from stock option exerc
Purchase of common stock to satisfy stock aw
Excess tax (shortfall) from sto-based payment arrangeme
Dividends paic
Equity transactions with Valen¢s owner
Payments received on PVNGS f-sales contract
Debt issuance costs and other

Net cash flows from financing activities

Change in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Perio

Cash and Cash Equivalents at End of Period

Supplemental Cash Flow Disclosures
Interest paid, net of capitalized interest

Income taxes paid (refunded), net

(Unaudited)
Three Months Ended March
31,
2010 2009

(In thousands
89,97: (599,06
- 309,24:
- (314,079
- 62C
485 -
(1,44¢) (803)
(10€) (519
(11,564 (11,54¢)
(3,139 -
7,59¢ 7,634
(124 (7,079
81,671 (615,59)
14,34¢ (70,179
14,64 140,64

$ 28,98¢ $ 70,47(

$ 534¢ $ 19,53
$ 2,020 $ 1,779

The accompanying notes, as they relate to PNMRamiategral part of these financial statements.
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PNM RESOURCES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN PNM R COMMON STOCKHOLDERS’ EQUITY

(Unaudited)
Accumulated Total PNMR
Common Stock Other Common
Number of Aggregate  Comprehensive Retained Stockholders’
Shares Value Income (Loss) Earnings Equity
(Dollars in thousands
Balance at December 31, 20C 86,673,17 $ 1,289,891 $ (46,05 $ 405,88 $ 1,649,71
Purchase of common stock to satisfy st awards - (969 - - (969)
Tax shortfall from stock-based compensation
arrangement - (10€) - - (10¢€)
Stock based compensation expe - 1,427 - - 1,42
Net earnings (loss) attributable to PN) - - - (8,449 (8,449
Total other comprehensive incor - - 2,01z - 2,01z
Dividends declared on common stock - - - (11,437 (11,437
Balance at March 31, 201( 86,673,17 $ 1,290,24! $ (44,044 $ 386,000 $ 1,632,20

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

(Unaudited)
Three Months Ended March
31,
2010 2009
(In thousands
Net Earnings (Loss) $ (5,219 $ 92,26(

Other Comprehensive Income (Loss)

Unrealized Gain on Investment Securities
Unrealized holding gains arising duri
the period, net of income tax (expen
of $(1,222) and $(35: 1,86¢ 53¢
Reclassification adjustment for (gains) include:
net earnings (loss), net of income tax expe
of $610 and $29 (9371) (44€)

Pension liability adjustment, net of income tax beefit
of $147 and $38,67 (22%) (59,009

Fair Value Adjustment for Designated Cash Flow Hedgs:
Change in fair market value, net of income tax émge)
of $(5,056) and $(10,79: 7,617 15,13}
Reclassification adjustment for (gains) lossesudet in
net earnings (loss), net of income tax expe

of $4,192 and $6,101 (6,315) (9,090
Total Other Comprehensive Income (Loss 2,012 (52,869
Comprehensive Income (Loss (3,207 39,39
Comprehensive Income Attributable to Valencia No-controlling Interest (3,109 (2,579
Preferred Stock Dividend Requirements of Subsidian (132) (132)
Comprehensive Income (Loss) Attributable to PNMFR $ (6,436) $ 36,68(

The accompanying notes, as they relate to PNMRamiategral part of these financial statements.
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PUBLIC SERVICE COMPANY OF NEW MEXICO AND SUBSIDIARI ES
A WHOLLY OWNED SUBSIDIARY OF PNM RESOURCES, INC.
CONDENSED CONSOLIDATED STATEMENTS OF EARNINGS

(Unaudited)
Three Months Ended March
31,
2010 2009
(In thousands
Electric Operating Revenues $ 230,53t $ 231,95!
Operating Expenses:;
Cost of energ 86,43 101,53¢
Administrative and gener. 37,68¢ 29,69(
Energy production cos 53,88t 50,94+
Depreciation and amortizatic 22,85 22,42¢
Transmission and distribution co 9,30¢ 9,07:
Taxes other than income taxes 7,914 7,801
Total operating expenses 218,07¢ 221,46¢
Operating income 12,451 10,48¢
Other Income and Deductions:
Interest incomi 4,93¢ 5,961
Gains (losses) on investments held by N 1,74z (4,382
Other income 10,03 31¢€
Other deductions (623 (86€)
Net other income (deductions) 16,09: 1,02¢
Interest Charges 18,071 17,201
Earnings (Loss) before Income Taxes 10,47: (5,692
Income Taxes (Benefit 2,921 (3,349
Earnings (Loss) from Continuing Operations 7,551 (2,344
Earnings from Discontinued Operations, net of Incore
Taxes of $0 and $40,02 - 75,85¢
Net Earnings 7,551 73,50¢
Earnings Attributable to Valencia Non-controlling I nterest (3,109 (2,579
Net Earnings Attributable to PNM 4,44¢ 70,93(
Preferred Stock Dividends Requirements (132 (132
Net Earnings Available for PNM Common Stock $ 4,31€ $ 70,79¢

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

ASSETS

Current Assets:

Cash and cash equivalel

Special deposit

Accounts receivable, net of allowance for uncolldetaccounts of $1,483 and $1,4

Unbilled revenue

Other receivable

Affiliate accounts receivabl

Materials, supplies, and fuel sto

Regulatory asse

Commaodity derivative instrumen

Income taxes receivab

Other current assets

Total current assets

Other Property and Investments:
Investment in PVNGS lessor not
Investments held by ND
Other investment
Non-utility property

Total other property and investments
Utility Plant:
Plant in service and plant held for future |

Less accumulated depreciation and amortization

Construction work in progre:
Nuclear fuel, net of accumulated amortization 03,830 and $19,456

Net utility plant
Deferred Charges and Other Assets
Regulatory asse

Goodwill
Other deferred charges

Total deferred charges and other assets

The accompanying notes, as they relate to PNMamiategral part of these financial statements.
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March 31,
2010

December
31,
2009

(In thousands

$ 10,54¢ $ 1,37:
31,91 2
61,23¢ 70,51¢
32,56: 38,061
76,06( 74,12(

24 33

47,49 47,78¢
18,97¢ 7,47¢
24,96¢ 24,49¢
56,92¢ 59,29¢
47,78 40,19;
408,49: 363,36¢
121,79¢ 137,51:
141,23 137,03:
7,51¢ 7,47¢
97€ 97€
271,52 282,99:
3,711,18. 3,677,97
1,270,20. 1,260,90:
2,440,98I 2,417,07.
152,14 159,79
75,47 69,337
2,668,59 2,646,20.
372,11. 375,13:
51,63: 51,63:
71,19¢ 55,84
494,94: 482,60«
$ 3,84355 $ 3,775,16




PUBLIC SERVICE COMPANY OF NEW MEXICO AND SUBSIDIARI ES
A WHOLLY OWNED SUBSIDIARY OF PNM RESOURCES, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)
December
March 31, 31,
2010 2009

(In thousands, except share
information)
LIABILITIES AND STOCKHOLDER’S EQUITY
Current Liabilities:

Shor-term deb! $ 178,000 $ 118,00(
Accounts payabl 66,49 57,47:
Affiliate accounts payabl 14,18: 13,48
Accrued interest and tax 39,26 24,12«
Regulatory liabilities 1,701 90¢
Commaodity derivative instrumen 6,39: 1,50¢
Other current liabilities 102,12! 126,27:
Total current liabilities 408,15¢ 341,76¢
Long-term Debt 1,055,73 1,055,73.
Deferred Credits and Other Liabilities:
Accumulated deferred income tay 366,21¢ 364,49¢
Accumulated deferred investment tax cre 19,91 20,51¢
Regulatory liabilities 313,07¢ 316,21!
Asset retirement obligatior 71,53¢ 70,09¢
Accrued pension liability and postretirement benedist 259,93: 265,79:
Commaodity derivative instrumen 1,19¢ 55€
Other deferred credits 93,187 90,42°¢
Total deferred credits and liabilities 1,125,06. 1,128,10:
Total liabilities 2,588,95 2,525,60:

Commitments and Contingencies (See Note

Cumulative Preferred Stock
without mandatory redemption requirements ($10tedtaalue, 10,000,000 authoriz¢
issued and outstanding 115,293 shares) 11,52¢ 11,52¢

Equity:
PNM common stockhold’s equity
Common stock outstanding (no par value, 40,000§b@Bes authorized: issu

and outstanding 39,117,799 shai 1,018,77! 1,018,77!
Accumulated other comprehensive income (loss)phgtcome taxe: (51,056 (51,807
Retained earnings 186,02. 181,70¢

Total PNM common stockholder’s equity 1,153,74. 1,148,67!

Non-controlling interest in Valencia 89,33( 89,35¢

Total equity 1,243,07. 1,238,03.

$ 3,84355 $ 3,775,16

The accompanying notes, as they relate to PNMamiategral part of these financial statements.
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PUBLIC SERVICE COMPANY OF NEW MEXICO AND SUBSIDIARI ES
A WHOLLY OWNED SUBSIDIARY OF PNM RESOURCES, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
Three Months Ended March
31,
2010 2009
(In thousands
Cash Flows From Operating Activities:

Net earning: $ 7,551 $ 73,50¢

Adjustments to reconcile net earnings to net clsiasffrom operating activitie:
Depreciation and amortizatic 28,01( 25,93
PVNGS firm sales contract reven (14,329 (13,969
Deferred income taxes (bene 62C (91,48)
Net unrealized losses on derivatiy 5,28¢ 5,88
Realized (gains) losses on investments held by | (1,749 4,38
Gain on sale of PNM Ge - (101,369
Other, ne (209 262

Changes in certain assets and liabilit
Accounts receivable and unbilled reven 14,18: 5,46%
Materials, supplies, and fuel sta 292 1,69¢
Other current asse (48,57¢) 9,00¢
Other asset 2,21¢ 4,504
Accounts payabl 9,01¢ (32,11¢)
Accrued interest and tax 17,51« 136,94:
Other current liabilitie (16,087 (28,205
Other liabilities (10,147 (2,890
Net cash flows from operating activities (6,389 (2,439
Cash Flows From Investing Activities:

Utility plant additions (62,025 (71,127
Proceeds from sales of NDT investme 20,69¢ 44,39
Purchases of NDT investmer (21,619 (44,729
Proceeds from sale of PNM G - 640,62(
Transaction cost for sale of PNM C - (10,609
Return of principal on PVNGS lessor no 14,21¢ 13,33¢
Other, net (48) 101
Net cash flows from investing activities (48,777) 572,00(

The accompanying notes, as they relate to PNMamiategral part of these financial statements.
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PUBLIC SERVICE COMPANY OF NEW MEXICO AND SUBSIDIARI ES
A WHOLLY OWNED SUBSIDIARY OF PNM RESOURCES, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
Three Months Ended March
31,
2010 2009
(In thousands

Cash Flows From Financing Activities:
Shor-term borrowings (repayments), t 60,00( (340,000
Payments received on PVNGS f-sales contract 7,59: 7,634
Equity transactions with Valencs owner (3,139 -
Dividends paid (132) (220,139
Net cash flows from financing activities 64,32¢ (552,499
Change in Cash and Cash Equivalent 9,17: 17,06¢
Cash and Cash Equivalents at Beginning of Perio 1,37: 46,62
Cash and Cash Equivalents at End of Perio $ 10,54¢ $ 63,69(

Supplemental Cash Flow Disclosures:
Interest paid, net of capitalized interest $ 3,77:  $ 4,75¢
Income taxes paid (refunded), net $ - $ =

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

(Unaudited)

Accumulated Total PNM

Common Stock Other Common
Number of Aggregate  Comprehensive  Retained Stockholder's

Shares Value Income (Loss) Earnings Equity
(Dollars in thousands

Balance at December 31, 20C 39,117,79 $ 1,018,771 $ (51,807 $ 181,70¢ $ 1,148,67
Net earnings attributable to PN - - - 4,44¢ 4,44¢
Total other comprehensive incor - - 751 - 751
Dividends on preferred stock - - - (132 (132
Balance at March 31, 201( 39,117,79 $ 1,018,771 $ (51,05¢) $§ 186,02 $ 1,153,74

The accompanying notes, as they relate to PNMamiategral part of these financial statements.
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PUBLIC SERVICE COMPANY OF NEW MEXICO AND SUBSIDIARI

A WHOLLY OWNED SUBSIDIARY OF PNM RESOURCES, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Net Earnings

Other Comprehensive Income (Loss)

Unrealized Gain on Investment Securitiet:
Unrealized holding gains arising duri
the period, net of income tax (expen
of $(1,222) and $(35:
Reclassification adjustment for (gains) include:
net earnings, net of income tax expe
of $610 and $29

Pension liability adjustment, net of income tax beefit
of $147 and $38,67

Fair Value Adjustment for Designated Cash Flow Hedgs:

Change in fair market value, net of income tax émge)
of $(2,696) and $(7,45¢

Reclassification adjustment for (gains) include:
net earnings, net of income tax expe
of $2,670 and $3,849

Total Other Comprehensive Income (Loss

Comprehensive Income

(Unaudited)

ES

Three Months Ended March

Comprehensive Income Attributable to Valencia No-controlling Interest

Comprehensive Income Attributable to PNM

31,
2010 2009
(In thousands

$ 7,551 $ 73,50¢
1,86t 53¢

(93)) (44¢€)
(229 (59,009

4,114 11,38:
(4,079 (5,872
751 (53,407

8,30z 20,10z
(3,109 (2,579

$ 519¢ $ 17,52

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

Electric Operating Revenues:
Nor-affiliates
Affiliate

Total electric operating revenues

Operating Expenses:
Cost of energ
Administrative and gener.
Depreciation and amortizatic
Transmission and distribution co:
Taxes other than income taxes

Total operating expenses
Operating income

Other Income and Deductions:
Other income
Other deductions
Net other income (deductions)
Interest Charges
Earnings Before Income Taxe!

Income Taxes

Net Earnings

(Unaudited)

Three Months Ended March
31,

2010 2009

(In thousands

$ 38,59 $ 31,92:

9,58¢ 9,30¢
48,17 41,22¢
9,051 8,59t
9,49¢ 8,32¢
10,09t 8,59¢
4,581 4,941
4,71 4,67
37,93t 35,14(
10,24 6,08
364 417
(18) (29)
34€ 392
7,86¢ 4,09t
2,71¢ 2,38
1,07t 961
$ 1,644 $ 1,421

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

(Unaudited)
December
March 31, 31,
2010 2009
(In thousands
ASSETS
Current Assets:
Cash and cash equivalel $ 71 $ 13¢
Special deposit 50 50
Accounts receivabl 13,26¢ 11,77
Unbilled revenue 5,19¢ 7,23¢
Other receivable 84¢ 57¢
Affiliate accounts receivabl 4,73C 5,151
Materials and supplie 2,81¢ 2,591
Income taxes receivab 7,08¢ 10,76:
Other current assets 44¢ 1,012
Total current assets 34,51¢ 39,29t
Other Property and Investments:
Other investment 27C 27C
Non-utility property 2,111 2,111
Total other property and investments 2,381 2,381
Utility Plant:
Plant in service and plant held for future | 871,60! 864,26(
Less accumulated depreciation and amortization 296,30 292,60¢
575,30: 571,65:
Construction work in progress 4,45k 9,83
Net utility plant 579,75t 581,48:
Deferred Charges and Other Assets
Regulatory asse 152,94« 149,00!
Goodwill 226,66! 226,66!
Other deferred charges 10,48¢ 10,22¢
Total deferred charges and other assets 390,09 385,89!
$ 1,006,74 $ 1,009,05

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

(Unaudited)
December
March 31, 31,
2010 2009

(In thousands, except share
information)
LIABILITIES AND STOCKHOLDER’S EQUITY
Current Liabilities:

Shor-term debt affiliate $ 17,50C $ 23,50(
Accounts payabl 2,62z 6,24:
Affiliate accounts payabl 1,10¢ 2,281
Accrued interest and tax 17,87¢ 16,50¢
Other current liabilities 2,51¢F 2,194
Total current liabilities 41,62°¢ 50,72:¢
Long-term Debt 309,86¢ 309,71.
Deferred Credits and Other Liabilities:
Accumulated deferred income tay 135,03: 136,94
Regulatory liabilities 41,42t 34,10¢
Asset retirement obligatior 78¢€ 772
Accrued pension liability and postretirement beinedist 15,74¢ 16,13:
Other deferred credits 9,272 8,87:
Total deferred credits and other liabilities 202,26! 196,82¢
Total liabilities 553,75¢ 557,26«

Commitments and Contingencies (See Note

Common Stockholde’s Equity:
Common stock outstanding ($10 par value, 12,000sb@®es authorize

issued and outstanding 6,358 sha 64 64
Paic-in-capital 443,18 443,18
Accumulated other comprehensive income (loss)phgtcome taxe: (520 (74)
Retained earnings 10,25¢ 8,614

Total common stockholder’s equity 452,98 451,79:

$ 1,006,74 $ 1,009,05!

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

Three Months Ended March
31,

2010 2009

(In thousands
Cash Flows From Operating Activities:
Net earning: $ 1,64 $ 1,421
Adjustments to reconcile net earnings
net cash flows from operating activitie

Depreciation and amortizatic 11,10: 10,317
Deferred income taxes (bene (1,665 (789)
Other, ne 10 13
Changes in certain assets and liabilit
Accounts receivable and unbilled reven 54¢ 2,06t
Materials and supplie (227) (93
Other current asse 29¢€ (144)
Other asset (85€) (11
Accounts payabl (3,620 (7,996
Accrued interest and tax 5,047 (8,230
Other current liabilitie (429 2,20¢
Other liabilities (58E) (79€)
Net cash flows from operating activities 11,26¢ (2,039

Cash Flows From Investing Activities:
Utility plant additions (5,207 (8,052

Net cash flows from investing activities (5,209 (8,052

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

Cash Flow From Financing Activities:
Shor-term borrowings (repayments), t
Shor-term borrowings (repayments), 1— affiliate
Long-term borrowings

Repayment of lor-term debt

Debt issuance costs and other

Net cash flows from financing activities

Change in Cash and Cash Equivalent
Cash and Cash Equivalents at Beginning of Perio

Cash and Cash Equivalents at End of Perio

Supplemental Cash Flow Disclosures
Interest paid, net of capitalized interest

Income taxes paid (refunded), net

The accompanying notes, as they relate to TNMPaiategral part of these financial statements.

(Unaudited)

Three Months Ended March

31,
2010 2009
(In thousands

- (150,001)

(6,000 24,70(

- 309,24.
- (167,690
(125) (6,237

(6,125 10,02:

(67) (65)

13€ 124

$ 71 $ 59
$ 86 $ 8,65(
$ (860 $ (935)

24




TEXAS-NEW MEXICO POWER COMPANY AND SUBSIDIARIES
A WHOLLY OWNED SUBSIDIARY OF PNM RESOURCES, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN COM MON STOCKHOLDER'’S EQUITY

(Unaudited)
Accumulated Total
Common Stock Other Common
Number of Aggregate Paid-in Comprehensive  Retained Stockholder's
Shares Value Capital Income (Loss) Earnings Equity
(Dollars in thousands
Balance at December 31, 20C 6,35¢ $ 64 $ 443,18 $ (74) $ 8,61 $ 451,79:
Net earning: - - - - 1,64¢ 1,64¢
Total other comprehensive income
(loss) - - - (44¢€) - (44€)
Balance at March 31, 201( 6,35¢ $ 64 $ 443,18 $ (520) $ 10,25¢ $ 452,98

The accompanying notes, as they relate to TNMPaiategral part of these financial statements.
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TEXAS-NEW MEXICO POWER COMPANY AND SUBSIDIARIES
A WHOLLY OWNED SUBSIDIARY OF PNM RESOURCES, INC.

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Net Earnings

Other Comprehensive Income (Loss)

Fair Value Adjustment for Designated Cash Flow Hedgs:

Change in fair market value, net of income
benefit of $350 and $3(

Reclassification adjustment for losses incluihe
net earnings, net of income tax (bent
of $(102) and $0

Total Other Comprehensive Income (Loss

Comprehensive Income

The accompanying notes, as they relate to TNMPaietegral part of these financial statements.

(Unaudited)
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Three Months Ended March

31,
2010 2009
(In thousands

$ 1,642 $ 1,421
(632) (541)

18¢ -
(44¢€) (541

$ 1,19¢ $ 88C




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

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

(1) Significant Accounting Policies and Responsibilitfor Financial Statements
Financial Statement Preparation

In the opinion of management, the accompanying dited interim Condensed Consolidated Financialegtants reflect all normal a
recurring accruals and adjustments that are negetssaresent fairly the consolidated financial itios at March 31, 2010 and December
2009, and the consolidated results of operatioospcehensive income, and cash flows for the threaths ended March 31, 2010 |
2009. The preparation of financial statements anfarmity with generally accepted accounting pnabes in the United States requi
management to make estimates and assumptionsfiibett the reported amounts of assets and liakslittisclosure of contingent assets
liabilities at the date of the financial statemegnsl the reported amounts of revenues and expdaosieg the reporting period. Actual resi
could ultimately differ from those estimated. Thesults of operations presented in the accompan@imigdensed Consolidated Finan
Statements are not necessarily representativearatipns for an entire year.

These Condensed Consolidated Financial Statemantsnaudited, and certain information and notelo$szes normally included
the annual Consolidated Financial Statements hagen bcondensed or omitted, as permitted under thglicaple rules ar
regulations. Readers of these financial statem&misild refer to PNMR’s, PNM’s and TNM$audited Consolidated Financial Staterr
and Notes thereto that are included in their rebpe=2009 Annual Reports on Form 10-K.

The Notes to Condensed Consolidated Financial i@ttts include disclosures for PNMR, PNM, and TNM#r discussion purpos
this report will use the term “Companwhen discussing matters of common applicabilitP MR, PNM, and TNMP. Discussions regarc
only PNMR, PNM, or TNMP will be indicated as sudBertain amounts in the 2009 Condensed Consoliddtethcial Statements and Nc
thereto have been reclassified to conform to tHZhancial statement presentation.

GAAP defines subsequent events as events or tiamssdthat occur after the balance sheet date efaré financial statements .
issued or are available to be issued. Based anrtatire, magnitude, and timing, certain subsetjgeents may be required to be reflecte
the balance sheet date and/or required to be diglim the financial statements. The Company halsiged subsequent events as require
GAAP.

Principles of Consolidation

The Condensed Consolidated Financial Statemergadf of PNMR, PNM, and TNMP include their accouand those of subsidiari
in which that entity owns a majority voting intere®NMR’s primary subsidiaries are PNM, TNMP, and First i€&o PNM consolidates t
PVNGS Capital Trust and Valencia. PNMR shared ises’ administrative and general expenses, which reptesesis that are primar
driven by corporate level activities, are allocatedhe business segments. Other significantéotapany transactions between PNMR, P
and TNMP include energy purchases and sales, tiasiem and distribution services, lease payments, dividends paid on comm
stock. All intercompany transactions and balai@s been eliminated. See Note 12.

Restatement

As discussed in Note 12 of Notes to Consolidatethféial Statements in the 2009 Annual Reports amFOK, the actuaria
determination of the PBO for the PNM pension plaBecember 31, 2009 revealed that there had beercerase in the PBO of $9.6 millic
due to the retirement of employees transferredMiEXE following the sale of PNM Gas in January 200%is increase was expensed, sim
to a plan curtailment, as required by GAAP and ceduthe gain recognized on the sale. The expansthé PBO increase is reflect
through a retroactive adjustment of the March JIQ@quarter for PNMR and PNM. The retroactive atifient is part of discontinue
operations for PNMR and PNM and does not impagtiegs from continuing operations or earnings
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PNM RESOURCES, INC. AND SUBSIDIARIES
PUBLIC SERVICE COMPANY OF NEW MEXICO AND SUBSIDIARI ES
TEXAS-NEW MEXICO POWER COMPANY AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

per share from continuing operations. The retivacdjustment had the following impact on the MaBd, 2009 amounts:

Quarter Ended March 31, 2009

As Originally
Reported As Restated
(In thousands, except per share
amounts’
PNMR
Net earnings (loss $ 98,08: $ 92,26(
Net earnings (loss) attributable to PNM 95,37: 89,54¢
Net earnings (loss) attributable to PNMR per comrsioare:
Basic 1.04 0.9¢
Diluted 1.04 0.9¢
PNM
Net earningt 79,33 73,50¢
Net earnings attributable to PN 76,752 70,93(

(2) Disposition
PNM Gas Sale

On January 12, 2008, PNM reached a definitive agee to sell its natural gas operations, which casep the PNM Gas segment
NMGC, a subsidiary of Continental, for $620.0 naifliin cash, subject to adjustment based on thelaevel of working capital at closir
PNM received an additional $32.9 million relatedworking capital truasps, including $20.6 million received at closing. a separa
transaction conditioned upon the sale of the nhfgaa operations, PNMR proposed to acquire CRHQtiGental's regulated Texas elec
transmission and distribution business, for $202il5on in cash. On July 22, 2008, PNMR and Contitad agreed to terminate the agreer
for the acquisition of CRHC. Under the terminatamgreement, Continental agreed to pay PNMR $15l®miupon the closing of the PN
Gas transaction. PNM completed the sale of PNM @edanuary 30, 2009 and recognized a gain of $@ilibn, after income taxes
$34.3 million in 2009, which is included in discomted operations. This gain reflects the reducfarthe increase in the PBO of the P
pension plan related to the retirement of employemssferred to NMGC. See Note 1. PNMR recognaeddditional preéax gain of $15.
million ($9.1 million after income taxes) due teetRHC termination payment, which is included ihestincome. In connection with 1
sale, PNM retained obligations under the frozen Ppévision and executive retirement plans for emmsyeansferred to NMGC. PNM ha
regulatory asset related to these plans, whichrem®ved from regulatory assets and transferredQ€A The aftertax charge to AOCI wi
$59.0 million. PNM also retained obligations forteén contingent liabilities that existed at theedaf sale.

PNM used proceeds from the sale to retire stesrtr debt and paid a dividend of $220.0 milliorPMR. PNMR used the divide
from PNM and the $15.0 million from Continental tetire debt. There were no material prior relatiops between the PNMR a
Continental parties other than in respect of tl@dactions described herein. See Note 14 for dinhinformation concerning PNM Gi
which is classified as discontinued operationdhi@ndccompanying financial statements.
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PNM RESOURCES, INC. AND SUBSIDIARIES
PUBLIC SERVICE COMPANY OF NEW MEXICO AND SUBSIDIARI ES
TEXAS-NEW MEXICO POWER COMPANY AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

(3) Segment Information

The following segment presentation is based omibthodology that management uses for making operakécisions and assess
performance of its various business activitiesregonciliation of the segment presentation to tB&\B financial statements is provided.

PNM Electric

PNM Electric includes the retail electric utilitperations of PNM that are subject to tradition&é neegulation by the NMPRC. PN
Electric provides integrated electricity servicésttinclude the generation, transmission and Higtion of electricity for retail electr
customers in New Mexico as well as the sale ofstraiasion to third parties. PNM Electric also ird#s the generation and sale of electr
into the wholesale market. This includes optimaabf PNM'’s jurisdictional assets as well as the capacityuebet! from retail rates. FEF
has jurisdiction over wholesale rates.

TNMP Electric

TNMP Electric is a regulated utility operating inexas. TNMPS operations are subject to traditional rate ragraby the
PUCT. TNMP provides regulated transmission anttitigion services in Texas under the TECA.

PNM Gas

PNM Gas distributed natural gas to most of the mammmunities in New Mexico, subject to traditiomakte regulation by tt
NMPRC. The customer base of PNM Gas included batl-service customers and transportatsamvice customers. PNM Gas purchi
natural gas in the open market and sold it at tto#ts salesservice customers. As a result, increases or dsesein gas revenues resul
from gas price fluctuations did not impact grosggiraor earnings. As described in Note 2, PNM clatgal the sale of its gas operation:
January 30, 2009. PNM Gas is reported as disapediroperations in the accompanying financial statégsmand is not included in 1
segment information presented below. Financiarimftion regarding PNM Gas is presented in Note 14.

First Choice

First Choice is a certified retail electric provideperating in Texas that primarily serves resi@ggntsmall commercial, at
governmental customers. Although First Choiceegutated in certain respects by the PUCT, it is sudiject to traditional rate of rett
regulation.
Optim Energy

Optim Energy is treated as a separate segmentNMR2 PNMR’s investment in Optim Energy is held in the Corporand Othe
segment and is accounted for using the equity ndetficaccounting. Optim Energy’s revenues and ex@emse not included in PNMR’
consolidated revenues and expenses or the follotairigs. See Note 11.
Corporate and Other

PNMR Services Company is included in the Corpoaaté Other segment.

The following tables present summarized financrdbimation for PNMR by reportable segment. ExclgdifNM Gas, which

presented as discontinued operations, PNM has amy operating segment. TNMP operates in only @portable segment. Therefc
tabular segment information is not presented folPd TNMP.
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Three Months Ended March 31, 201(

PNM RESOURCES, INC. AND SUBSIDIARIES

PUBLIC SERVICE COMPANY OF NEW MEXICO AND SUBSIDIARI

TEXAS-NEW MEXICO POWER COMPANY AND SUBSIDIARIES

(Unaudited)

PNMR SEGMENT INFORMATION

Operating revenue
Intersegment revenues
Total revenues

Cost of energy

Gross margin

Other operating expens

Depreciation and amortization

Operating income (loss;

Interest incomt

Equity in net earnings (loss) of Optim Ene!

Other income (deduction
Interest charges

Segment earnings (loss) before income tax

Income taxes (benefit)

Segment earnings (loss) from continuing operations

Valencia no-controlling interes
Subsidiary preferred stock dividends

ES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S

Segment earnings (loss) from continuing operatior

attributable to PNMR

At March 31, 2010:
Total Assets
Goodwill

PNM TNMP First Corporate

Electric Electric Choice and Other Consolidated
(In thousands

$ 230,53t $ 38,59 $ 114,39( $ (60) $ 383,45’
- 9,58¢ - (9,586 -
230,53¢ 48,177 114,39( (9,64¢6) 383,45’
86,43¢ 9,051 104,99( (9,587 190,88
144,10: 39,12¢ 9,40( (59 192,56¢
108,79 18,78¢ 20,44¢ (3,289 144,74
22,85 10,09t 2632 4,06¢ 37,27¢
12,457 10,24: (11,31) (845) 10,54:
4,93t - 2 90 5,027
- - - (4,352 (4,352
11,157 34¢ (8) (1,45€) 10,03¢
(18,077 (7,869 (317 (5,159 (31,410
10,47 2,71¢ (11,629 (12,719 (20,159
2,921 1,07t (4,175 (4,760 (4,939
7,551 1,644 (7,459 (6,956 (5,219
(3,109 - - . (3,109
(132) - - - (132)
$ 431¢ $ 1,64 $ (7,457 $ (6,956 $ (8,449
$ 3,84355 $ 1,006,74 $ 232,86 $ 377,22. $ 5,460,39
$ 51,63: $ 226,66¢ $ 43,01: $ - 3 321,31(
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PNM RESOURCES, INC. AND SUBSIDIARIES
PUBLIC SERVICE COMPANY OF NEW MEXICO AND SUBSIDIARI ES
TEXAS-NEW MEXICO POWER COMPANY AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S

(Unaudited)
PNM TNMP First Corporate
Three Months Ended March 31, 200¢ Electric Electric Choice and Other Consolidated
(In thousands
Operating revenue $ 231,94: $ 31,92: $ 122,17 $ (178) $  385,86!
Intersegment revenues 11 9,30z - (9,319 -
Total revenues 231,95! 41,22t 122,17: (9,489 385,86!
Cost of energy 101,53: 8,59t 80,42: (9,307 181,24¢
Gross margin 130,42: 32,63( 41,75 (18€) 204,61
Other operating expens 97,50¢ 17,947 29,33 (6,144 138,64
Depreciation and amortization 22,42¢ 8,59¢ 51¢ 4,52 36,07
Operating income 10,48¢ 6,08t 11,90: 1,431 29,90:
Interest incom 5,961 - 35 (773 5,22:¢
Equity in net earnings of Optim Ener - - - 1,39t 1,39t
Other income (deduction (4,932 392 - 20,96: 16,42:
Interest charges (17,207 (4,095 (999 (6,649 (28,949
Segment earnings (loss) before income tax (5,692 2,382 10,931 16,36 23,99/
Income taxes (benefit) (3,349 961 3,89¢ 6,07¢ 7,581
Segment earnings (loss) from continuing operatior (2,349 1,421 7,03¢ 10,29: 16,401
Valencia no-controlling interes (2,579 - - - (2,579
Subsidiary preferred stock dividends (132) - - - (132)
Segment earnings (loss) from continuing operations
attributable to PNMR $ (5,059 $ 1,421 $ 7,03t $ 10,29: $ 13,69¢
At March 31, 2009:
Total Assets $ 3,676,556 $ 971,99¢ $ 245,88! $ 383,11 $ 5,277,56
Goodwill $ 51,63 $ 226,66! $ 43,01 $ - $ 321,31(
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PNM RESOURCES, INC. AND SUBSIDIARIES
PUBLIC SERVICE COMPANY OF NEW MEXICO AND SUBSIDIARI ES
TEXAS-NEW MEXICO POWER COMPANY AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

(4) Energy Related Derivative Contracts and Fair ValueDisclosures
Energy Related Derivative Contracts

The Company is exposed to certain risks relatinigstongoing business operations. The primargahbje for the use of derivati
instruments, including energy contracts, optioms] &utures, is to manage price risk associated fuitcasted purchases of energy or
used to generate electricity, or to manage antiepageneration capacity in excess of forecasted addmfrom existin
customers. Substantially all of the Companghergy related derivative contracts are entereotd manage commodity risk and the Comy
does not currently engage in speculative trading.

Commodity Risk

Marketing and procurement of energy often involvarket risks associated with managing energy comtiesdand establishing op
positions in the energy markets, primarily on arsterm basis. The Company routinely enters intootexiderivative instruments suck
forward contracts, option agreements and pricesbesap agreements to economically hedge price ahone risk on power commitme;
and fuel requirements and to minimize the risk @irketfluctuations in wholesale portfolios. The Compangnitors the market risk of |
commodity contracts using VaR and GEaR calculattormeaintain total exposure within management-piled limits.

PNM is required to meet the demand and eneegyls of its retail and wholesale customers. NW'B share of PVNGS Unit 3 a
the requirements of retail customers not coveredeurPNM’s FPPAC, PNM is exposed to market risk.MPBl operations are mana
primarily through a net asset-backed strategy, alyePNM's aggregate net open forward contract positiomgied by its forecasted exc
generation capabilities or market purchases. PNilavbe exposed to market risk if its generatiopatéities were to be disrupted or if
retail load requirements were to be greater thaicipated. If all or a portion of the net open traist position were required to be covered
result of the aforementioned unexpected situaticosymitments would have to be met through markethmses. As discussed in Note 1C
April 20, 2010, PNM received NMPRC approval of algeg plan to manage fuel and purchased power celstied to those customers ur
the FPPAC.

First Choice is responsible for energy supply teglato the sale of electricity to retail customersTexas. TECA contains
provisions for the specific recovery of fuel andghased power costs. The rates charged to FimicEltustomers are negotiated with ¢
customer. As a result, changes in purchased powss can affect First Choisebperating results with respect to margins andh@bs it
retail customer load requirements. First Choicexisosed to market risk to the extent that it hatshedged fixed price load commitment:
to the degree that market price movements affestoower retention, customer additions or customgitiah. Additionally, volumetri
fluctuations in First Choice retail load requirerteedue to weather or other conditions may subj@st Ehoice to market risk. First Choise
strategy is to minimize its exposure to fluctuatian market energy prices by matching sales cotstratth supply instruments designec
preserve targeted margins.

Accounting for Derivatives

Under derivative accounting and related rules fargy contracts, the Company accounts for its uarierivative instruments for 1
purchase and sale of energy based on the Conmpantght. Energy contracts that meet the definitba derivative under GAAP and do
qualify for the normal sales and purchases excepiie recorded on the balance sheet at fair vdleach period end. The changes in
value are recognized in earnings unless specifig&eaccounting criteria are met. Derivatives tim&et the normal sales and purch
exception are not marked to market but rather gEmbin results of operations when the underlyiaggactions settle.
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For derivative transactions meeting the definitmfna cash flow hedge, the Company documents tlatioeships between t
hedging instruments and the items being hedged ddtumentation includes the strategy that suppoeecuting the specific transaction
the methods utilized to assess the effectivenetisediedges. Changes in the fair value of corstrqealifying for cash flow hedge account
are included in AOCI to the extent effective. [fieefiveness gains and losses were immaterial fggeslods presented. The amounts sh
as current assets and current liabilities relateotatracts that will be settled in the next twetaenths. Gains or losses related to cash
hedge instruments are reclassified from AOCI whenhedged transaction settles and impacts earnBased on market prices at March
2010, aftertax gains of $11.8 million for PNMR and $12.8 nati for PNM would be reclassified from AOCI into eergs during the ne
twelve months. However, the actual amount reclessifito earnings will vary due to future changesnarket prices. As of March 31, 20
the maximum length of time over which the Compankiédging its exposure to the variability in futaesh flows is through December 2010.

The contracts recorded at fair value that do nalifyuor are not designated for cash flow hedgeoaanting are classified as eitl
economic hedges or trading transactions. Econbmiges are defined as derivative instruments, dimfulongterm power agreements, u
to economically hedge generation assets, purchpse@r and fuel costs, and customer load requiresneBhanges in the fair value
economic hedges are reflected in results of opgeraitind are classified between operating revemeksa@st of energy according to the in
of the hedge. Trading transactions include spéwaléransactions, which the Company ceased in 2008

Fair value is defined under GAAP as the price thatld be received for an asset or paid to tranafkability (an exit price) in tF
principal or most advantageous market for the assdiability in an orderly transaction between ketr participants on the measuren
date. Fair value is based on current market quadeavailable and is supplemented by modeling tquks and assumptions made by
Company to the extent quoted market prices or WNitikes are not available. External pricing inpaMailability varies based on commo
location, market liquidity, and term of the agre@meValuations of derivative assets and liab#itiake into account nonperformance |
including the effect of the Comparsybwn credit standing. The Company regularly aesethe validity and availability of pricing data fts
derivative transactions. Although management utsebest judgment in estimating the fair value loéde instruments, there are inhe
limitations in any estimation technique.

At March 31, 2010, amounts recognized for the rightreclaim cash collateral are $4.3 million for MR and $3.8 million fc
PNM. PNMR and PNM had no obligations to returnhcesllateral at March 31, 2010.

The following tables do not include activity reldt® PNM Gas. See Note 14.
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Commodity Derivatives

Commaodity derivative instruments are summarizefbbews:

Qualified Cash

Economic Hedge: Trading Transactions Flow Hedges
March 31, December March 31, December March 31, December
2010 31, 2009 2010 31, 2009 2010 31, 2009
(In thousands
PNMR
Current assel $ 24,21¢  $ 15,72¢ $ 16,27: $ 13,88¢ $ 21,29C $ 21,00:
Deferred charges 3,77¢ 2,418 - - - -
27,99¢ 18,14: 16,27+ 13,88¢ 21,29( 21,002
Current liabilities (44,619 (11,37 (15,32¢) (12,650 - -
Long-term liabilities (12,137 (4,549 - - - -
(56,757 (15,9249 (15,326 (12,650 - -
Net $ (28,759 $ 2,217 $ 94¢ $ 1,23¢ $ 21,29 $ 21,00:
PNM
Current assel $ 3,67¢ $ 3,49 $ - $ - $ 21,29C $ 21,00:
Deferred charges - - - - - -
3,67¢ 3,49¢ - - 21,29( 21,00:
Current liabilities (6,399 (1,509 - - - -
Long-term liabilities (1,199 (55€) - - - -
(7,592) (2,065) - - - -
Net $ (3,919 $ 1431 $ - 3 - $ 21,29 $ 21,00:

First Choice decided to end speculative tradingdf8 and flattened remaining speculative positiofise PNMR trading transactic
column of the above table includes all balanceateel to the remaining flattened speculative pasdtiof First Choice. No significe
additional costs are expected related to specelatading.
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The following table presents the effect of commypdierivative instruments on earnings and OCI, akdlg income tax effects. F
cash flow hedges, including those diesignated, the earnings impact reflects the reifieetion from AOCI when the hedged transact
settle.

Economic Trading Qualified Cash
Hedges Transactions Flow Hedges
Three Months Ended Three Months Ended Three Months Ended
March 31, March 31, March 31,
2010 2009 2010 2009 2010 2009
(In thousands
PNMR
Electric operating revenu $ (1,886 $ 3,80 % 3 $ B) $ 6,74¢ $ 9,67¢
Cost of energy (31,949 (14,065 - - (477) (2,167
Total gain (loss) $ (33,839 $ (10,26) $ 3 3 (5) $ 6,27: $ 7,61¢
Recognized in OCI $ 765 $ (1,237
PNM
Electric operating revenuu $ (1,88¢) $ 3,80 % - 9 61 $ 6,74¢ $ 9,67¢
Cost of energy (3,625 (11,787 - - 55 46
Total gain (loss) $ (5,510 $ (7,979 $ - 9 61 $ 6,80 $ 9,722
Recognized in OCI $ 23 % 9,11¢

Commodity contract volume positions are presentedDecatherms for gas related contracts and in MW gdower relate
contracts. The table below presents PNMR’s and BNt buy (sell) volume positions:

Decatherms MWh
Quialified Quialified
Economic Trading Cash Flow Economic Trading Cash Flow
Hedges Transactions Hedges Hedges Transactions Hedges
March 31, 2010
PNMR 20,192,50 (1,480,13) - 2,056,22! - (594,09()
PNM 4,580,00! - - 321,27! - (594,09()
December 31, 200!
PNMR 17,852,50 (1,963,29) - 1,658,10: - (788,40()
PNM 6,087,50i - - 468,52! - (788,40()

In connection with managing its commodity riskse tGompany enters into master agreements with pecdainterparties. If tt
Company is in a net liability position under anegnent, some agreements provide that the countiepaan request collateral from
Company if the Compang’credit rating is downgraded; other agreementsigecthat the counterparty may request collateygbrovide i
with “adequate assurance” that the Company wilfgrer; and others have no provision for collateral.
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The table below presents information about the Guomgjs contingent requirements to provide collateralarntbmmodity contrac
having an objectively determinable collateral psim that are in net liability positions and are fudly collateralized with cash. Contract
liability represents commodity derivative contractsorded at fair value on the balance sheet, mi@ted on an individual contract bz
without offsetting amounts for individual contra¢kst are in an asset position and could be offader master netting agreements witt
same counterparty. The table only reflects cadiatecal that has been posted under the existimiracts and does not reflect letters of ci
under the Compang’revolving credit facilities that have been issascollateral. Net exposure is the net contraditility for all contracts
including those designated as normal purchasesaled, offset by existing cash collateral and by @ffsets available under master net
agreements, including both asset and liability fpass.

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

March 31, 2010

PNMR $ 26,05¢ $ - $ 18,85¢

PNM $ 302 % - $ 27¢€
December 31, 200!

PNMR $ 17,12¢ % 1,00 $ 14,10¢

PNM $ 1,211 $ 1,00C $ 37

Sale of Power from PVNGS Unit 3

In April 2008, PNM entered into three separate @mis for the sale of capacity and energy reladeiistentire ownership interest
PVNGS Unit 3, which is 135 MW. Under two of thentiacts, PNM sells 90 MW of firm capacity and enerdgnder the remaining contre
PNM sells 45 MW of unit contingent capacity and rgiye The term of the contracts is May 1, 2008 tigtolDecember 31, 2010. Under
two firm contracts, the two buyers made prepayment40.6 million and $30.0 million. These amouwesre recorded as deferred reve
and are being amortized over the life of the catsraAt March 31, 2010 and December 31, 2009, $2illion and $29.5 million wel
included in other current liabilities related toefle contracts. The prepayments received undefirthecontracts, as well as requil
subsequent monthly payments on them, are showrfinareing activity in the Condensed Consolidat¢ateSnent of Cash Flows. The fi
contracts are considered energy derivatives. iFhredontracts are accounted for as cash flow hedgdschanges in fair value are include
AOCI. The contingent contract is accounted foa amrmal sale.

Non-Derivative Financial Instruments

The carrying amounts reflected on the Condensec@iolated Balance Sheets approximate fair valuedsh, temporary investmet
receivables, and payables due to the short pefiathturity. Available-for-sale securities are ¢agrat fair value.

Available-forsale securities for PNMR and PNM consist of PNMetsdeld in trust for its share of decommissionauogts o

PVNGS. The trust holds equity and fixed incomeuséies. The fair value and gross unrealized gahmvestments in available for s
securities are presented in the following tablBIMR and PNM do not have any unrealized losses ailable for sale securities.
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March 31, 2010 December 31, 2009
Unrealized Unrealized
Gains Fair Value Gains Fair Value
(In thousands

Equity securities

Domestic valus $ 3,801 $ 2293¢ $ 1682 $ 21,45¢

Domestic growtl 10,951 40,54: 8,901 38,13:

International and otht 2,164 9,84¢ 1,55¢ 9,98t
Fixed income securitie:

Municipals 1,71z 37,22¢ 1,71¢ 36,90!

U.S. Governmer 12C 20,44¢ 25 20,45:

Corporate and otht 511 8,33: 30¢ 8,00¢
Cash investments - 1,907 - 2,09¢

$ 19,35¢ $ 141,237 $ 14,19 $ 137,03:

The proceeds and gross realized gains and losshe alisposition of available-farale securities for PNMR and PNM are shown it
following table. Realized gains and losses arerdgned by specific identification of costs of setieis sold.

Three Months
Ended March 31,
2010

(In thousands

Proceeds from salt $ 20,69¢
Gross realized gair $ 1,90¢
Gross realized (losse $ (1,367)

Held-to-maturity securities are those investments in dedmusties that the Company has the ability andnint® hold unti
maturity. Held-tomaturity securities consist of the investment inN®3S lessor notes and certain items within otheestwments, includir
the EIP lessor note.

The Company has no available-for-sale or helditdurity securities for which carrying value exceddir value. There are
impairments considered to be “other than temporthrgt are included in AOCI and not recognized imegys.

At March 31, 2010, the available-for-sale and helanaturity debt securities had the following fima&turities:

Fair Value
Available-for-
Sale Held-to-Maturity
PNMR and
PNM PNMR PNM
(In thousands
Within 1 year $ 54¢ $ 35 % 35
After 1 year through 5 yea 19,33¢ 179,45 164,89:
After 5 years through 10 yee 8,10¢ 4,47: -
Over 10 years 38,01( - -
$ 66,00f $ 183,96! $ 164,92t
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The carrying amount and fair value of other nonx@give financial instruments (including current tondties) are:

March 31, 2010 December 31, 200!
Carrying Carrying
Amount Fair Value Amount Fair Value
(In thousands

PNMR
Long-term debt $1567,49. $ 1,643,49. $ 1,567,33. $ 1,627,98!
Investment in PVNGS lessor notl $ 152,80 $ 157,137 $ 159,93t $ 169,86:
Other investment $ 2464 $ 2964 $ 25526 $ 34,07¢
PNM
Long-term debt $ 1,055,731 $ 1,057,52! $1,055,73; $ 1,044,51
Investment in PVNGS lessor nol $ 152,80 $ 157,137 $ 159,93t $ 169,86.
Other investment $ 751 $ 8,597 $ 747 $ 8,457
TNMP
Long-term debt $ 309,86¢ $§ 375,34 $ 309,71: $ 368,35l
Other investment $ 27C % 27C % 27C % 27C

The fair value of longerm debt shown above was primarily determinedgugimoted market values, as were certain items dieclur
other investments. To the extent market valuegwet available, fair value was determined by disting the cash flows for the instrum
using quoted interest rates for comparable instnise

Other Fair Value Disclosures

The Company determines the fair values of its d¢ive and other instruments based on the hieraesitgblished in GAAP, whic
requires an entity to maximize the use of obsesvatghuts and minimize the use of unobservable mputen measuring fair value. GA
describes three levels of inputs that may be useddasure fair value. Level 1 inputs are quotédepr(unadjusted) in active markets
identical assets or liabilities that the reportengity has the ability to access at the measuremiatet Level 2 inputs are inputs other 1
quoted prices included within Level 1 that are obakle for the asset or liability, either directlyindirectly. Level 3 inputs are unobserv:
inputs for the asset or liability. Level 3 inpuised in determining fair values for the Companystgtrof internal valuation models.

For NDT investments, Level 2 fair values are preddy the trustee utilizing a pricing service. Tnging provider predominantly us
the market approach using bid side market valuedagpon a hierarchy of information for specific w@ties or securities with simil
characteristics. For commodity derivatives, Lexdhir values are determined based on market olbkkrinputs, which are validated us
multiple broker quotes, including forward price latdity, and interest rate curves to establisheotptions of future prices. Credit valua
adjustments are made for estimated credit losseedban the overall exposure to each counterpdftir values of Level 3 commod
derivatives are determined in a manner similahtsé in Level 2, but are at a lower level in ther&ichy due to low transaction volume
market illiquidity that significantly limit the avability of observable market data.

Derivatives and Investments

The fair values of derivatives and investments #ratrecorded at fair value on the Condensed Ciolasetl Balance Sheets at Me
31, 2010 and December 31, 2009 are as follows:
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March 31, 2010
PNMR and PNM

NDT investment:

Cash and equivaler

Equity securities
Domestic valu
Domestic growtl
International and othu

Fixed income securitie
U.S. governmer
Municipals
Corporate and other

Total NDT investments

PNMR
Commodity derivative asse
Commodity derivative liabilities
Net

PNM
Commodity derivative asse
Commodity derivative liabilities
Net

December 31, 200!
PNMR and PNM

NDT investment:

Cash and equivaler

Equity securities
Domestic valu
Domestic growtl
International and othi

Fixed income securitie
U.S. governmer
Municipals
Corporate and other

Total NDT investments

PNMR
Commodity derivative asse
Commodity derivative liabilities
Net

PNM
Commodity derivative asse
Commodity derivative liabilities
Net

(Unaudited)

Quoted

Prices Significant
in Active Other Significant

Market for Observable Unobservable

Identical

Assets Inputs Inputs

Total W (Level 1) (Level 2) (Level 3)
(In thousands)

1,907 $ 1,907 $ - % S
22,93¢ 22,93¢ - -
40,54: 40,54 - -

9,84t 9,84t = -
20,44¢ 15,24« 5,20« -
37,22« - 37,22« -

8,33 13 8,32( -
141,23 $ 90,48¢ $ 50,74¢ $ -
65,56: $ 19,14+ % 46,26. $ 46¢
(72,077 (35,919 (36,089 (384)
(6,515 $ (16,779 $ 10,170 $ 85
24,96¢ $ 84C $ 24,12¢  $ -
(7,592) (2,966€) (4,62¢€) -
17,37¢ $ (2,12¢) $ 19,50 $ -

2,09¢ $ 2,09¢ $ - % S
21,45¢ 21,45¢ = -
38,13: 38,13 - -

9,98t 9,08t - -
20,45 15,13t 5,31¢ -
36,90: - 36,90: -

8,00¢ - 8,00¢ -
137,03 $ 86,80¢ $ 50,22: $ -
53,03 $ 9,097 $ 4351( $ 32C
(28,57¢) (10,534 (17,867) (72)
24,45¢ $ (1,437 $ 25,647 $ 24¢
24,49¢  $ - $ 24,49¢  $ -

(2,06%) (958 (1,090 (17)
22,43 $ (958 $ 23,40¢ $ (17)
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(@ The Level 1, 2 and 3 columns in the above tablepaesented based on the nature of each instruriémt.total column
presented based on the balance sheet classificatitime instruments and reflect unit of accountiassifications betwet
commodity derivative assets and commodity deriatigbilities of $0.3 million for PNMR and zero f&tNM at March 3!
2010 and $0.1 million for PNMR and zero for PNMDacember 31, 2009. There were no transfers betVesets during th
three months ended March 31, 20

A reconciliation of the changes in Level 3 fairvalmeasurements is as follows:

PNMR PNM
Three Months Ended Three Months Ended
March 31, March 31,
2010 2009 2010 2009
(In thousands
Balance at beginning of peri $ 24 $ (409 $ 17 $ (409
Total gains (losses) included in earnii (377) (2,08¢) (12¢) (2,08¢)
Total gains (losses) included in other comprehengizome - (413 - -
Purchases, issuances, and settlenfénts 214 69¢ 14£ 632
Balance at end of period $ 85 $ (2,210 $ - 9 (1,865)
Total gains (losses) included in earnings attribleto the change in
unrealized gains or losses relating to assetshstifl at the end of the
period $ (180 $ (1,522) $ - 9 (1,522)

@ Includes fair value reversal of contracts setti@earned and prepaid option premiums received aidl quring the period fi
contracts still held at end of peric

Gains and losses (realized and unrealized) for IL&¥&r value measurements included in earningseported in operating revenues
and cost of energy as follows:

PNMR PNM
Three Months Ended Three Months Ended
March 31, March 31,
2010 2009 2010 2009

(In thousands
Gains (losses) included in earnin

Electric operating revenu $ - $ 15¢ $ - $ 15¢

Cost of energy (377) (2,247 (128 (2,247
Total $ 377) $ (2,089 $ (128 $ (2,08¢)

Change in unrealized gains or losses related &tsastll held at the

reporting date

Electric operating revenu $ - 8 12 $ - 8 125

Cost of energy (180 (1,645 - (1,645
Total $ (180 $ (1,522 $ - 3 (1,529
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(5) Earnings Per Share

In accordance with GAAP, dual presentation of basid diluted earnings (loss) per share has beesemied in the Condens
Consolidated Statements of Earnings (Loss) of PNMfRormation regarding the computation of earnifigss) per share is as follows:

Three Months Ended
March 31,

2010 2009

(In thousands, except
per share amount

Earnings (Loss) Attributable to PNMR:

Earnings (loss) from continuing operatic $ (5.219) $ 16,40’
Earnings from continuing operations attributabl&&dencia Noi-controlling Interes (3,109 (2,579
Preferred stock dividend requirements of subsidiary (132) (132)
Earnings from continuing operations attributable to

PNMR (8,449 13,69¢
Earnings from discontinued operations - 75,85
Net Earnings (Loss) Attributable to PNMR $ (8,449 $ 89,54¢
Average Number of Common Shares:
Outstanding during peric 86,67: 86,55
Equivalents from convertible preferred stock (N6} 4,77¢ 4,77¢
Vested awards of restricted stock 95 -
Average Shares- Basic 91,54¢ 91,33:
Dilutive Effect of Common Stock Equivalents (a):
Stock options and restricted stock - 10¢
Average Shares - Diluted 91,54¢ 91,44(

Per Share of Common Stocl- Basic:

Earnings (loss) from continuing operatic $ (0.09 $ 0.1t
Earnings from discontinued operations - 0.8:
Net Earnings (Loss) $ (0.09 $ 0.9¢
Per Share of Common Stoc} Diluted:
Earnings (loss) from continuing operatic $ (0.09 $ 0.1¢
Earnings from discontinued operations - 0.8:
Net Earnings (Loss) $ (0.09 $ 0.9¢

(a) Due to losses in the three months ended March @1Q,2no potentially dilutive securities are reftgttin the average number
common shares used to compute earnings (loss)hpee since any impact would be anti-dilutive. Aafgh 31, 2010, PNMR’
potentially dilutive securities consist of all apis and nc-vested restricted stock awards (see Not
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(6) Stock-Based Compensatiot

Information concerning stodkased compensation plans is contained in Note I8otds to Consolidated Financial Statements ir
2009 Annual Reports on Form 10-K.

Stock Options

The following table summarizes activity in stockiop plans for the three months ended March 310201

Weightec- Weightec-

Average Aggregate Average

Exercise Intrinsic Remaining

Contract

Shares Price Value Life

Outstanding at beginning of period 4,274,01' $ 19.1¢
Granted 609,70¢ $ 12.2¢
Exercisec (44590 $ 9.27
Forfeited (4,005 $ 10.12
Expired (47,749 $ 21.8¢

Outstanding at end of period 4,787,338 $ 18.3¢ $ 3,862,67 6.24 year

Exercisable at end of period 3,638,741 $ 24.1¢ $ 1,765,63 5.29 year

Available for future grant* 4,626,411

* Includes shares available for grants of restdattock.
The following table provides additional informatioancerning stock option activity:

Three Months Ended
March 31,
Options for PNMR Common Stock 2010 2009
(In thousands,
except per share amoun

Weightec-average grant date fair value of options gral $ 3.0t % 1.62
Total intrinsic value of options exercised durihg fperioc $ 15¢ % -

The Company uses the Black-Scholes option pricimagleh to estimate the fair value of stdohsed awards with the followi
weighted-average assumptions for options grantéekithree months ended March 31, 2010:

Dividend yield 4.0%
Expected volatility 41.55%
Risk-free interest rate 1.36%
Expected life (years 4.6z

The assumptions above are based on multiple fadtarkiding historical exercise patterns of emplkyén relatively homogenec
groups with respect to exercise and pgsiting employment termination behaviors, expedtgdre exercising patterns for these s
homogeneous groups and both the implied and histordlatility of PNMR’s stock price.
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Restricted Stock and Performance Shares

The following table summarizes nonvested restristedk activity for the three months ended MarchZ31.0:

Weighted-
Average

Grant-

Nonvested Restrictec Date
PNMR Common Stock Shares Fair Value
Nonvested at beginning of peri 193,94. $ 11.62
Grantec 122,370 $ 8.6¢
Vested (59,28) $ 15.17
Forfeited - $ -
Nonvested at end of peri 257,03 ¢ 9.41

The total fair value of shares of restricted stthat vested during the three months ended MarcB@&IQ was $0.9 million.

During 2009 and 2010, the Company issued performahare agreements to certain executives thatamedbupon the Compe
achieving specified performance targets for thosspective years. In addition during 2009, the Camgpissued performance sh
agreements that are based upon achieving speeifiormance targets for the period 2009 through 200He determination of the numbe
shares ultimately issued depends on the levelshathwthe performance criteria are achieved and aabe determined until after t
performance periods end. For the targets basgdamP009 performance, the optimal level was agi@iresulting in 102,375 shares be
awarded in 2010, which will vest through 2013. Hue targets based only on 2010 performance, thep@oy would issue a maximum
109,500 shares if all performance criteria areedd and the executives remain eligible. For éingetts based upon the period 2009 thr
2011 performance, the Company would issue a maxiwfud®,317 if all performance criteria are achieead the executives remain eligible.

(7) Capitalization

Information concerning financing activities is caimed in Note 6 of Notes to Consolidated Finan8i@tements in the 2009 Ann
Reports on Form 10-K.

Short-term Debt

At December 31, 2009, PNMR and PNM had revolviredirfacilities for borrowings up to $600.0 milliamder the PNMR Facili
and $400.0 million under the PNM Facility that parily expire in 2012. LBB was a lender under thedMR Facility and the PNI
Facility. LBH, the parent of LBB, has filed for mleruptcy protection. Subsequent to the bankrufiting by LBH, LBB declined to fund
borrowing request under the PNMR Facility. A reglaent bank has taken the place of LBB under thil Bscility. In March 2010, tr
PNMR Facility was amended to remove LBB as a leraer reduce the total capacity under the PNMR Baéd $568.0 million. In additio
to the reduction in the PNMR Facility related toBBhe PNMR Facility and the PNM Facility will reda by $26.0 million and $14.0 milli
in 2010 and an additional $25.0 million and $18.@iom in 2011 according to their terms. The Compaloes not believe amending
PNMR Facility to remove LBB or the scheduled redwrttn the facilities will have a significant impagn PNMR’s and PNM liquidity. Ir
addition, PNMR and PNM each have a local line efddramounting to $5.0 million. TNMP has a revalyicredit facility for borrowings t
to $75.0 million under the TNMP Revolving Creditdidy that expires in April 2011. At March 31, 20, the weighted average interest
was 1.49% for the PNMR Facility and 0.88% for tidMPFacility.
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Short-term debt outstanding consists of:
Decembel
March 31, 31,
Short-term Debt 2010 2009
(In thousands
PNM
Revolving credit facility $ 178,000 $ 118,00(
Local lines of credit - -
178,00( 118,00(
TNMP - Revolving credit facility - -
PNMR
Revolving credit facility 109,97: 80,00(

Local lines of credit - -

$ 287,970 $ 198,00(

At April 30, 2010, PNMR, PNM, and TNMP had $398.4lion, $183.7 million, and $74.7 million of avabdity under their respecti
revolving credit facilities and local lines of ciedncluding reductions of availability due to standing letters of credit. Total availability
April 30, 2010, on a consolidated basis, was $657lBon for PNMR. At April 30, 2010, PNMR and PNHKfad invested cash of $15.4 mill
and $9.3 million. TNMP had no such investments.

As of March 31, 2010, TNMP had outstanding borraysinf $17.5 million from PNMR under its intercomgdoan agreement.
Financing Activities

In March 2009, TNMP entered into and borrowed $58ilion under a loan agreement with Union Bank,AN (the 2009 Term Loa
Agreement”). Through hedging arrangements, TNMP establishedlfirterest rates for the 2009 Term Loan Agreemért.@6% for th
first three years and 6.30% thereafter. In Jan@af, the relationship was modified to reducefiked interest rate to 4.80% through Ma
31, 2012 and to 5.05% thereafter.

In January 2010, PNM entered into a floatingiked interest rate swap with a notional amouns»00.0 million. The effect of tt
swap is to convert $100.0 million of borrowings endthe PNM Facility from an interest rate basedtmonemonth LIBOR rate to a fixe
rate of 1.245% through January 14, 2011, whichisaseibject to adjustment in the event PNM'’s creatings are changed.

These arrangements are accounted for as cash-fdgel and the March 31, 2010 pae-fair values of $(0.5) million for the TNN
hedge and $(0.2) million for the PNM hedge areuded in AOCI and in other deferred charges for TNM¥@ other current liabilities f
PNM on the Condensed Consolidated Balance Shéatmunts reclassified from AOCI are included in athrgerest expense. The fair va
determinations were made using Level 2 inputs urB&AP and were determined using forward LIBOR cgrweder the midnarke
convention to discount cash flows over the remajt@rm of the swap agreements.

On February 10, 2010, PNM filed an application witlie NMPRC requesting approvals and authorizationsefund up to $403
million of callable PCRBs issued by the City of iamgton, New Mexico and the Maricopa County, AriadPollution Control Corporation
replace the current bonds with new &empt pollution control revenue bonds. The curbemds have been used to support a portion «
cost of certain pollution control systems, fadd#tiand related improvements at SJGS and PVNGS.n&éhetaxexempt bonds will k
collateralized
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by PNM senior unsecured notes, similar to moshefdurrent PCRBs. The NMPRC approved PBIk&quest on March 11, 2010. Timing
any refunding and issuing new bonds will dependnanket and other conditions.

Convertible Preferred Stock

In November 2008, PNMR issued 477,800 shares aéSérconvertible preferred stock. The Series Awestible preferred stock
convertible into PNMR common stock in a ratio of dfares of common stock for each share of prefesteek. The Series A convertil
preferred stock is entitled to receive dividendsiegjent to any dividends paid on PNMR common staskf the preferred stock had b
converted into common stock. The Series A conerfpreferred stock is entitled to vote on all reegttvoted upon by common stockhold
except for the election of the Board. In the ewfrltquidation of PNMR, preferred holders woulcteéve a preference of $0.10 per comi
share equivalent. After that preference, commoldédre would receive an equivalent liquidation prefee per share and all remair
distributions would be shared ratably between commd preferred holders using the number of shafe®mmon stock into which tl
Series A convertible preferred stock is convertibldie terms of the Series A convertible preferséack result in it being substantie
equivalent to common stock. Therefore, for earsipgr share purposes the number of common shdwesvinich the Series A convertil
preferred stock is convertible is included in theigihted average number of common shares outstan@iimgilarly, dividends on the Series
convertible preferred stock are considered to mengon dividends in the accompanying Condensed Coladet Financial Statements.

(8) Pension and Other Postretirement Benefit Plan

PNMR and its subsidiaries maintain qualified defifeenefit pension plans, postretirement benefihplaroviding medical and der
benefits, and executive retirement programs (“PN&h§” and “TNMP Plans”).PNMR maintains the legal obligation for the bersefitved ti
participants under these plans.

Information concerning pension and other postnetet plans is contained in Note 12 of Notes to @wnsolidated Financi
Statements in the 2009 Annual Reports on FornkK1@nnual net periodic benefit cost (income) fbetplans is actuarially determined us
the methods and assumptions set forth in thatamudes recognized ratably throughout the year.

In March 2010, the Patient Protection and AfforéaBlare Act and the Health Care and Education Rdaiian Act of 2010 wer
signed into law. This legislation expands healtfe aaverage to individuals and will largely be faddhrough tax increases. The Comg
does not expect any significant short term impactoar financial statements as a result of the lagi. One provision that will impe
certain companies significantly is the eliminatiohthe tax deductibility of the Medicare Part D sigly. This provision does not hav
material impact on the Company’s financial statetsien
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PNM Plans
The following tables present the components offN& Plans’ net periodic benefit cost (income):

Three Months Ended March 31,
Other Postretirement Executive Retirement
Pension Plan Benefits Program
2010 2009 2010 2009 2010 2009
(In thousands

Components of Net Periodic
Benefit Cost (Income)

Service cos $ - $ - $ 105 $ 104 $ - $ 15
Interest cos 8,51¢ 8,61( 1,91: 1,847 263 284
Long-term return on plan asse (9,339 (9,697 (2,399 (1,459 - -
Amortization of net los 1,61z 95k 1,372 822 18 7
Amortization of prior service cos! 79 79 (1,036 (1,065 - 3
Net periodic benefit cost (income $ 871 $ 47 $ 961 $ 25C $ 281 $ 30¢

As a result of the sale of PNM Gas in January 2@08, liability associated with the retiree medioaligation for gas designat
employees was transferred to the purchaser and Rbdfnized unamortized prior service costs reguftina $2.9 million gain, which is r
included in the net periodic benefit cost abovee Slote 12 of Notes to the Consolidated Finanditegents in the 2009 Annual Report:
Form 10-K for additional information regarding tinepacts the sale of gas operations had on pensibother postretirement benefits.

PNM made no contributions to its pension plan tiushe three months ended March 31, 2009, madm#ilbution of $6.5 million fc
the three months ended March 31, 2010, and ant&spaaking total contributions of approximately Elillion in 2010. Based on curr
law and estimates of portfolio performance, PNMineates making additional contributions that tot&46.8 million for years 2011-
2014. The estimated contributions were develagsag a probabilistically weighted average discaate of 6.0% to determine the projec
benefit obligation under the pension plan. Actadounts to be funded in the future will be depehaenthe actuarial assumptions at
time, including the appropriate discount rate. therthree months ended March 31, 2010 and 2008 &dntributed zero and $0.7 million
the trust for other postretirement benefits. PNibexts to make contributions totaling $2.5 millidaring the year to the trust for ot
postretirement benefits. Disbursements under ¥eewive retirement program, which are funded by @ompany and considered to
contributions to the plan, were $0.4 million in tieee months ended March 31, 2010 and 2009, andxgrected to total $1.4 million duri
2010.
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TNMP Plans
The following tables present the components oftN&P Plans’ net periodic benefit cost (income):

Three Months Ended March 31,
Other Postretirement Executive Retirement
Pension Plan Benefits Program
2010 2009 2010 2009 2010 2009
(In thousands

Components of Net Periodic
Benefit Cost (Income)

Service cos $ - $ - $ 72 $ 65 $ - $ =
Interest cos 1,032 1,09¢ 17¢ 18¢< 13 19
Long-term return on plan asse (1,449 (1,529 (129 (129 - -
Amortization of net gail - - (49 (66) (€D} -
Amortization of prior service cos! - - 15 15 - -
Net Periodic Benefit Cost (Income  $ (417 $ (424 $ 87 $ 73 % 12 3 19

TNMP made no contributions to its pension planttinsthe three months ended March 31, 2010 and 20@Panticipates makil
contributions of approximately $0.3 million in 2018ased on current law and estimates of portfpcformance, TNMP estimates mak
contributions to its pension plan trust that td840.5 million for years 2012014. The estimated contributions were developgdg :
probabilistically weighted average discount raté&.@0% to determine the projected benefit obligatioder the pension plan. Actual amol
to be funded in the future will be dependent ondbwiarial assumptions at that time, including dperopriate discount rate. For the tt
months ended March 31, 2010 and 2009, TNMP madeonwibutions to the trust for other postretirembenefits and expects to mi
contributions totaling $0.4 million during the yedbisbursements under the executive retiremergrpro, which are funded by the Comp
and considered to be contributions to the plan.ewess than $0.1 million in the three months enlliedich 31, 2010 and 2009, and
expected to total $0.1 million during 2010.

(9) Commitments and Contingencie:
Overview

There are various claims and lawsuits pending agaime Company. The Company is also subject terédd state and loc
environmental laws and regulations, and is curyepérticipating in the investigation and remediatiof numerous sites. In addition,
Company periodically enters into financial commititsein connection with its business operationse Tlompany is also involved in varic
legal proceedings in the normal course of its kessn It is not possible at this time for the Comyp#o determine fully the effect of
litigation and other legal proceedings on its reswif operations or financial position. It is t®mpanys policy to accrue for expect
liabilities in accordance with GAAP when it is paille that a liability has been incurred and the @mdo be incurred is reasona
estimable. The Company cannot make any assurdinaethe amount of reserves or potential insuramserage will be sufficient to cow
the cash obligations that might be incurred assaltef litigation or regulatory proceedings. 6ide legal costs for these and regule
matters are recorded when the expenses are incuffesl Company does not expect that any known ldasysenvironmental costs, a
commitments will have a material adverse effectiterfinancial condition, results of operations, aash flows, although the outcome
litigation, investigations, and other legal prodeegd is inherently uncertain.

With respect to some of the items listed below,@loenpany has determined that a loss is not prolmtieat, to the extent probable
not reasonably estimable. In some cases, the Qoyripanot able to predict with any degree of catiathe range of possible loss that c¢
be incurred. Notwithstanding these facts, the Camyphas
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assessed these matters based on current infornaattbmade judgments concerning their potentialamé; giving due consideration to
nature of the claim, the amount and nature of d@®agught, and the probability of success. Sudhnients are made subject to the kn
uncertainty of litigation. The Company has estli#d appropriate reserves for matters where itabgble a loss has been incurred ant
amount of loss is reasonably estimable. The acwi@omes of the items listed below could ultimattiffer from the judgments made and
differences could be material.

Additional information concerning commitments andntingencies is contained in Note 16 of Notes tnsttidated Financi
Statements in the 2009 Annual Reports on Form 10-K.

Commitments and Contingencies Related to the Environment
Nuclear Spent Fuel and Waste Disposal

Nuclear power plant operators are required to @nterspent fuel disposal contracts with the DO the DOE is required to acc
and dispose of all spent nuclear fuel and otheh-legel radioactive wastes generated by domestic poeerctors. Although the Nucle
Waste Policy Act required the DOE to develop a @eremt repository for the storage and disposal efspuclear fuel by 1998, the Dt
announced that it would not be able to open thesiggry by 1998 and sought to excuse its perforrmanc November 1997, the U.S. Cour
Appeals for the District of Columbia Circuit issuadiecision preventing the DOE from excusing itm alelay, but refused to order the D
to begin accepting spent nuclear fuel. Based sndicision and the DOE'delay, a number of utilities, including APS (aghhblf of itself an
the other PVNGS owners, including PNM), filed damsg@ctions against the DOE in the Court of Fedelailns and are currently pursu
those damages claims. The trial in the APS matgab on January 28, 2009 and closing argumentstvearel in late May. The court has
indicated when it will reach its decision in thettea In January 2010, on appeal of another yitiitdamages case in which the C
successfully raised the unavoidable delays defeheel).S. Court of Appeals for the Federal Circaitersed the lower coust'decision ar
concluded that the U.S. Court of Federal Claime, dburt handling the APS matter, is bound by theddaber 1997 District of Columt
Circuit Court decision that prevents the DOE fraxouesing its delay in performance. PNM currentlfireates that it will incur approximate
$46.1 million (in 2007 dollars) over the currerfeliof PVNGS for its share of the fuel costs relatedhe onsite interim storage of spe
nuclear fuel during the operating life of the plaRNM accrues these costs as a component of fpanse, meaning that the charges
accrued as the fuel is burned. At March 31, 20id @ecember 31, 2009, PNM had $15.2 million and@&hiillion recorded as a liability «
its Condensed Consolidated Balance Sheets foirmstorage costs.

The Clean Air Act
Regional Haze

The EPA has established rules addressing regi@zal &nd guidelines for BART determinations. The nallls for all states to establ
goals and emission reduction strategies for immgwisibility in national parks and wilderness arealn particular, the alternatives r
defines how an SQemissions trading program developed by the WeRegional Air Partnership, a voluntary organizatidrnwvestern state

tribes and federal agencies, can be used by westaties. New Mexico will be participating in th® $program, which is a trading progr
that will be implemented if SQreduction milestones, which are still being develbpare not met.

In November 2006, the NMED requested a BART analf@i NO, and particulates for each of the four units at SJBEM submitte

the analysis to the NMED in early June 2007, recemating against installing additional pollution aahtequipment on any of the SJIGS u
beyond those planned at that time, the installagifowhich was recently completed. PNM has providdditional data in response to requ
from the NMED. The NMED is presently reviewing thaalysis and supplemental data. Potentially, tedhdil NO , emission reductior

could be required. The nature and cost of compéiamith these potential requirements cannot berahated at this time.

48




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

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

The EPA previously requested APS to perform a BAfRalysis for Four Corners. APS submitted an amalyp the EPA concludil
that certain combustion control equipment cong#BART for Four Corners. Based on the analysdscamments received through ERA’
rulemaking process, the EPA will determine whabetieves constitutes BART for Four Corners. TheABBcently issued an Advanc
Notice of Proposed Rulemakin“ANPR”) seeking public comments on its BART determinatidine public comment period initially expir
in October 2009, but the EPA extended the commeribg until March 20, 2010. APS anticipates theABRIl issue proposed and fir
BART determinations for Four Corners in 2010. Haaticipant owners of Four Corners will have fiveays after the EPA issues its fi
determination to achieve compliance with their egdjve BART requirements. In addition, on Februaéy 2010, a group of environmet
organizations filed a petition with the U.S. Depahts of Interior and Agriculture requesting th@ggencies to certify to the EPA t
visibility impairment in sixteen national park amdlderness areas is reasonably attributable to®aris from Four Corners. If those agen
certify impairment, the EPA is required to evaluatel, if necessary, determine BART for Four CornARS’ recommended plan for Fc
Corners includes the installation of combustiontrmrequipment with an estimated cost to PNM, basegreliminary engineering estima
of approximately $6.8 million. If the EPA determB that post-combustion controls are required, P\kétal costs could be up
approximately $69.0 million for Four Corners. Thbligation to comply with the EPA’final BART determinations, coupled with
financial impact of future climate change legisiati other environmental regulations, and otherrmss considerations, could jeopardize
economic viability of Four Corners or the abilityindividual participants to continue their pargation in it. In particular, SCE, a particip
in Four Corners, has indicated that certain Calitolegislation may prohibit it from making emissioontrol expenditures at the plantn
order to coordinate with Four Cornermsther scheduled activities, APS is currently impdenting portions of its recommended plan ¢
voluntary basis. Costs related to the implememtatf these portions of the recommended plan atkided in PNMS 2010 and 20!
construction expenditure estimates.

While the Company continues to monitor these mstirthe present time, the Company cannot prediether the agencies will ag
with either PNM’s or APSBART recommendations. If the agencies disagreé thibse recommendations for SIGS or Four Cornlee
Company cannot predict the nature of the BART aistihe agencies may ultimately mandate or thdtregifinancial or operational impact.

Ozone Non-Attai nment

In March 2009, the NMED published its draft reconmehation of area designations for the 2008 revisazhe national ambient .
quality standard. The draft recommended that $an County, New Mexico be designated as attainment for ozone. SJGS is situate
San Juan County. However, the NMED subsequentigricéned that the monitor indicating high ozoneelswvas not reliable and did |
recommend to the EPA that San Juan County be dasigias non-attainment. On January 6, 2010, ERAwted it would strengthen the 8-
hour ozone standard by setting the standard imgeraf 0.060-0.070 parts per million (“ppm”yhe EPA will make its final determination
the exact number by August 31, 2010. If EPA de¢sstandard at 0.070 ppm, it is projected thatJs@m County and Dona Ana County
be designated as nattainment for ozone. If the standard is set lothhan 0.070 ppm, other counties in the state, @iolyBernalillo County
may be designated as non-attainment. A ab@inment designation for Bernalillo County cou&sult in the requirement to reduce M
emissions from Reeves Station by 2014, and a rtamatent designation for San Juan County couldlr@sthe requirement to reduce NO

emissions from SJGS by 2014. The Company canmaligirthe outcome of this matter or if additiona ljl controls would be required a
result of ozone non-attainment designation.
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Navajo Nation Environmental Issues

Four Corners is located on the Navajo Reservatimhig held under an easement granted by the fegevarnment as well as a le
from the Navajo Nation. The Navajo Acts, enacted995 by the Navajo Nation, purport to give thesja Nation Environmental Protecti
Agency authority to promulgate regulations coveirgquality, drinking water, and pesticide acieg, including those activities that occu
Four Corners. In October 1995, the Four Cornersgizants filed a lawsuit in the District Court thfe Navajo Nation, Window Rock Distri
challenging the applicability of the Navajo ActstasFour Corners. The District Court stayed theeeeedings pursuant to a request by
parties and the parties are seeking to negotiagttiement.

In 2000, the Navajo Tribal Council approved opempermit regulations under the Navajo Nation Aitlition Prevention and Conti
Act. The Four Corners participants believe thatrégulations fail to recognize that the Navajoidfatlid not intend to assert jurisdiction o
Four Corners. Each of the Four Corners participéled a petition with the Navajo Nation Supremesu@ for review of the operating per
regulations. Those proceedings have been stagedjmy the outcome of the settlement negotiatioestimned above.

In May 2005, APS and the Navajo Nation signed auxtdry Compliance Agreement (“VWCA'esolving the dispute regarding
Navajo Nation Air Pollution Prevention and Contétt portion of the lawsuit. On March 21, 2006, tBBA determined that the Nav
Nation was eligible fo“treatment as a statédr the purpose of entering into a supplementad¢giion agreement with the EPA to admin
the Clean Air Act Title V, Part 71 federal permibgram over Four Corners. The EPA entered intostigplemental delegation agreen
with the Navajo Nation on the same day. Becausd&#A's approval was consistent with the requirementi@VCA, APS sought dismis:
of the pending litigation in the Navajo Nation Seime Court, as well as the pending litigation inK@vajo Nation District Court to the ext
the claims relate to the Clean Air Act, and the @ohave dismissed the claims accordingly. Theageant does not address or resolve
dispute relating to other aspects of the NavajsAct

The Company cannot currently predict the outcomthese matters.
Section 114 Request

On April 6, 2009, APS received a request from tRARINder Section 114 of the Clean Air Act seekietpded information regardi
projects at and operations of Four Corners. Tédmest is part of an enforcement initiative that Bi°PA has undertaken under the Clear
Act. The EPA has taken the position that manyitiell have made certain physical or operationahgka at their plants that should h
triggered additional regulatory requirements untter NSR provisions of the Clean Air Act. Otheratlie utilities have received a
responded to similar Section 114 requests, andaevkthem have been the subject of notices datimn and lawsuits by the EPA. APS
responded to the EPA’s request. The Company igetly unable to predict the timing or content &fAs response or any resulting actions.

Santa Fe Generating Station

PNM and the NMED conducted investigations of gamoknd chlorinated solvent groundwater contaminatietected beneath the
of the former Santa Fe Generating Station to determie source of the contamination pursuant t892 kettlement agreement between F
and the NMED.

PNM believes that the data compiled indicates atexbgroundwater contamination originated from sifé sources. However, to av
a prolonged legal dispute, PNM entered into setl@nagreements with the NMED under which PNM agtteeidstall a remediation syst:
to treat water from a City of Santa Fe municipgd@y well and install an additional extraction wafid two new monitoring wells to addr
gasoline contamination in the groundwater at anthévicinity of the site. PNM will continue to emate the remediation facilities until
groundwater meets applicable federal and statelates or until such time as the NMED determines dlditional
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remediation is not required, whichever is earli€he well continues to operate and meets fedenakidg water standards. PNM is not abli
assess the duration of this project.

The Superfund Oversight Section of the NMED hasdaated multiple investigations into the chlorinasadvent plume in the vicini
of the site of the former Santa Fe Generating &tatin February 2008, a NMED site inspection répas submitted to the EPA, which st:
that neither the source nor extent of contaminatias been determined and also states that theesoumy not be the former Santa
Generating Station. The NMED investigation is dngo The Company is unable to predict the outcofrtlis matter.

Coal Combustion By-Products
Regulation

SJGS does not operate any CCB impoundments. Su@éntdy disposes of CCBs consisting of fly ashitdra ash, and gypsum frc
SJGS in the surface mine pits adjacent to the plahe Mining and Minerals Division of the New Megi Energy, Minerals and Natu
Resources Department currently regulates mine planeof ash at the mine with federal oversighti®/W.S. Department of InterigrOffice
of Surface Mining (“OSM”). APS currently disposes of CCBs in ash ponds andtdmnage areas at Four Corners, and also sellgiarpof its
fly ash for beneficial uses, such as a constitirerbncrete production. Ash management at the Eauners plant is regulated by the E
and the New Mexico State Engineer’s Office.

On May 4, 2010, the EPA issued a proposed rulermgakirregulate CCBs. The proposal asks for puldimment on two approack
for regulating CCBs. One option is to regulate CGBsler Subtitle C of the Resource Recovery and @waton Act (“RCRA") as
hazardous waste which allows the EPA to createnapoehensive federal program for waste managemehtemposal of CCBs. The ott
option is to regulate CCBs under RCRA Subtitle aamnhazardous waste. This provides the EPA with theaity to develop performan
standards for waste management facilities handhiegCCBs and would be enforced primarily througizen suits. Both options allow 1
continued use of CCBs in beneficial applicationBAE proposal does not address its regulatory detetiomon the placement of CCB:s
surface mine pits for reclamation and indicated ithaill work with the OSM to develop federal relgtions for placement of CCBs in mine
operations. The proposed rule also states tha@Ef#eand OSM will consider the recommendations efNlational Research Council, whi
at the direction of Congress, studied the headtfetg and environmental risks associated with thegment of CCBs in U.S. coal mines.
2006 report concluded that thpldcement of coal combustion residues in minesaatsgd coal mine reclamation may be an appropoatéor
for the disposal of this material’. There will b&@-day public comment period for the proposal dhéepublished in the Federal Register.

PNM continues to advocate for the non-hazardouslatign of CCBs under Subtitle D of RCRA. PNM iscearaged by the EPA’
proposed decision to develop separate federalagn$ in conjunction with the OSM for mine placeef CCBs and believes the pro
place for regulatory oversight should come from @®M and state mining and mining reclamation agendn addition, PNM believes 1
decision by EPA to consider the conclusions of Maional Research Council study in the developnanfiederal regulations regardi
placement of CCBs in minefilling operations is agent one. PNM cannot predict the outcome of th&’&Br OSM’s proposed rulemaki
regarding CCB regulation, including mine placema&n€CBs, or whether these actions will have a nigtadverse impact on its operation
financial position.
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Serra Club Actions

In December 2009, PNM and PNMR received adéotif Intent to Sue (“RCRA Notice')nder the Resource Conservation
Recovery Act ("RCRA") from the Sierra Club. The R& Notice was also sent to all SIGS owners andJ€@CS which operates the San J
Mine that supplies coal to SJGS, and to BHP. Addélly, PNM was informed that SICC and BHP recgiseseparate notice of intent to
under the Surface Mine Control and Reclamation(A8MCRA") from the Sierra Club. On April 8, 201ibe Sierra Club filed suit in the U
District Court for the District of New Mexico againPNM, PNMR, SJCC, and BHP. In the suit, ther&@i€lub alleges that activities at S.
and the San Juan Mine are causing imminent andasts harm to the environment, including groumd surface water in the region, i
that placement of CCBs at the San Juan Mine catedit'open dumping” in violation of RCRA. The alai under RCRA are asserted \
respect to PNM, PNMR, SJCC and BHP. The suit misludes claims under SMCRA, which are directed/@gainst SICC and BHP. 1
complaint requests judgment for the following relen injunction requiring the parties to undertalegtain mitigation measures with resj
to the placement of CCBs at the mine or to ceaseephent of CCBs at the mine; the imposition ofl @einalties; and an award of plaintsf’
attorneys fees and costs. PNM and PNMR plan an aggredsifiense of the RCRA claims and cannot predict titeame of this matter
the present time.

Gila River Indian Reservation Superfund Site

In April 2008, the EPA informed PNM that it may BePRP in the Gila River Indian Reservation Supetf8ite in Maricopa Count
Arizona. PNM, along with SRP, APS and EPE, owpsuael of property on which a transmission pole amartion of a transmission line
located. The property abuts the Gila River Indilammunity boundary and, at one time, may have peenof an airfield where crop dust
took place. Currently, the EPA is only seeking mant from PNM and other PRPs for past clearalated costs involving contaminat
from the crop dusting. Based upon the total amaficieanup costs reported by the EPA in its letePNM, the resolution of this mattel
not expected to have a material adverse impactNI’'®financial position, results of operations,aash flows.

Other Commitments and Contingencies
Coal Supply

The coal requirements for SJIGS are being supple83ICC, a wholly owned subsidiary of BHP. PNM @nepSJICC for coal min
but not yet delivered. At March 31, 2010 and Delsen81, 2009, prepayments for coal amounted told3#lion. APS purchases all of F¢
Corners’ coal requirements from a supplier wittoagterm lease of coal reserves with the Navajo Natibhe Four Corners plant site
leased from the Navajo Nation and is also subg@n easement from the federal government. In 2B8B/ completed a comprehens
review of the final reclamation costs for both thaface mines that previously provided coal to S#&a8 the current underground
providing coal. Based on this study, PNM revigsdestimates of the final reclamation costs. 162@his study was updated. In addition,
mining contract for Four Corners has been renewstd 2016 and the estimate for decommissioning Fo@ir Corners mine was a
revised. Based on the most recent estimates,oth final costs of surface and underground mireareation are estimated to be $1¢
million and $23.3 million in future dollars. Theaemounts exclude contract buyout costs previousig o SICC, but otherwise have not k
reduced by amounts paid to date. As of March 8102and December 31, 2009, obligations of $26.%aniland $26.6 million for surfa
mine reclamation and $2.4 million and $2.3 millifar underground mining activities were recognizedRNM’s Condensed Consolida
Balance Sheets using the fair value method to ehiterthe liability.
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PVNGS Liability and Insurance Matters

The PVNGS participants are insured against puldhlity for a nuclear incident up to $12.6 billigeer occurrence. As required
the Price Anderson Nuclear Industries Indemnity, Aloe PVNGS participants maintain the maximum adé nuclear liability insurance
the amount of $375 million, which is provided bynomercial insurance carriers. The remaining balarfcl2.2 billion is provided througt
mandatory industry wide retrospective assessmeogram. If losses at any nuclear power plant caldrg the program exceed
accumulated funds, PNM could be assessed retrdgpgremium adjustments. The maximum assessmenepetor under the program
each nuclear incident is $117.5 million, subjecatoannual limit of $17.5 million per incident, e periodically adjusted for inflation. Ba:
on PNM’s 10.2% interest in the three PVNGS unitdMPs maximum potential assessment per incident fothadle units is $36.0 millio
with an annual payment limitation of $5.4 million.

The PVNGS participants maintain “all riskin€luding nuclear hazards) insurance for propegyndge to, and decontamination
property at PVNGS in the aggregate amount of $illfon, a substantial portion of which must firbe applied to stabilization a
decontamination. The participants have also secingurance against portions of any increased @generation or purchased power
business interruption resulting from a sudden amdoreseen accidental outage of any of the threds.ufihe property damag
decontamination, and replacement power coveragespavided by Nuclear Electric Insurance LimitedNEIL"). PNM is subject t
retrospective assessments under all NEIL polidi®$EIL’s losses in any policy year exceed accumulatedsfuiitie maximum amount
retrospective assessments PNM could incur underctineent NEIL policies totals $6.7 million, whichmaunt decreased to $5.8 milli
effective April 1, 2010. The insurance coveraggedssed in this and the previous paragraph is auioj@olicy conditions and exclusions.

Water Supply

Because of New Mexice’arid climate and periodic drought conditionsrehis a growing concern in New Mexico about the of
water for power plants. PNM has secured watettsighconnection with the existing plants at Aftblmpa and Lordsburg. Water availabi
does not appear to be an issue for these plattissaime.

The “four corners'tegion of New Mexico, in which SJGS and Four Cosreme located, experienced drought conditions duzBo:
through 2004 that could have affected the wateplsufor PNM’s generation plants. In future years, if adegpateipitation is not receiv
in the watershed that supplies the four cornergorgghe plants could be impacted. Consequent§MPAPS, and BHP have undertal
activities to secure additional water supplies $IGS, Four Corners, and related mines. PNM hahedaan agreement for a voluni
shortage sharing agreement with tribes and othérneers in the San Juan Basin for a term endexepidber 31, 2012. Further, PNM
BHP have reached agreement on a ltarg: supplemental contract relating to water foeSJdwvith the Jicarilla Apache Nation that end
2016. APS and BHP have entered into a similarrechfor Four Corners. Although the Company doasbelieve that its operations will
materially affected by the drought conditions as tiime, it cannot forecast the weather situatiomsramifications, or how regulations ¢
legislation may impact the Company should shortagesir in the future.

In April 2010, APS signed an agreement on behathef PVNGSparticipants with five cities to provide cooling tea essential 1
power production at PVNGS for the next forty years.
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PVNGS Water Supply Litigation

A summons was served on APS in 1986 that requiltedader claimants in the Lower Gila River Waterdhaf Arizona to assert a
claims to water on or before January 20, 1987 niraction pending in the Maricopa County Superiout€oPVNGS is located within tl
geographic area subject to the summons. ARSts and the rights of the other PVNGS patrtictpan the use of groundwater and effluel
PVNGS are potentially at issue in this action. SAfited claims that dispute the court’s jurisdictiover PYNGS'groundwater rights and th
contractual rights to effluent relating to PVNGSdaalternatively, seek confirmation of those righiis 1999, the Arizona Supreme Cc
issued a decision finding that certain groundwetgrts may be available to the federal governmedtladian tribes. In addition, the Arizc
Supreme Court issued a decision in 2000 affirmieglower cours criteria for resolving groundwater claims. Litigpn on both these isst
has continued in the trial court. No trial datesvdn been set in these matters. PNM does not expecthis litigation will have a mater
adverse impact on its results of operation, finalnedsition, or cash flows.

San Juan River Adjudication

In 1975, the State of New Mexico filed an actioniteed “State of New Mexico v. United States, ef',ain the District Court of Se
Juan County, New Mexico, to adjudicate all watghts in the San Juan River Stream System. Jtmmpany was made a defendant in
litigation in 1976. The action is expected to diljate water rights used at Four Corners and aBSJ® 2005, the Navajo Nation and vari
parties announced a settlement of the Nasiomserved surface water rights. On March 30, 2008sident Obama signed legisla
confirming the settlement with the Navajo Natiofhe Company cannot determine the effect, if anyargf water rights adjudication on
present arrangements for water at SJGS and Foure@or Final resolution of the case cannot be dggeor several years. The Compan
unable to predict the ultimate outcome of this srattAn agreement reached with the Navajo Natioh985, however, provides that if Fi
Corners loses a portion of its rights in the adjation, the Navajo Nation will provide, for an agdeupon cost, sufficient water from
allocation to offset the loss.

Conflicts at San Juan Mine Involving Oil and Gas Laseholders

SJCC, through leases with the federal governmedtthe State of New Mexico, owns coal interests wihpect to the San Jt
underground mine. Certain gas producers havedendbe area of the underground coal mine and haserted claims against SJCC th:
coal mining activities are interfering with gas guation. SJCC has reached settlement with segasaleaseholders and has other clain
and potential claimants. PNM cannot predict thee@me of existing or future disputes between SJGCgas leaseholders.

Rights-of-Way Matters

Many of PNM'’s electric transmission and distribatifacilities are located on lands that require ghant of rights-ofway fromr
governmental entities, Native American tribes, dvgie parties. Several of the agreements grartiegrights-ofway have expired or w
expire within the next few years. PNM is activedwiewing these matters and negotiating with certeirties, as appropriate, for the renc
of these rights-of-way. However, there can be ssueance that all of these rightsvafy will be renewed. If PNM is not successfu
renewing the rights-ofvay on Native American lands, it could be forceddmove its facilities from or abandon its facdgion the proper
covered by the rights-of-way and seek alternatongtas for its transmission or distribution facéi If rights-ofway on Native Americe
lands are renewed, it is likely they will be renewa prices that are higher than historical levieéssed on current renewal experience. '
respect to non-tribal government land and privared] PNM may have condemnation rights. Rightsvaf costs have historically be
recovered in rates charged to customers. PNMse#k to recover such costs in future rates.
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Republic Savings Bank Litigation

In 1992, Meadows Resources, Inc. (“MRI"), an ineetsubsidiary of PNM, and its subsidiaries (“Pldist) filed suit against tr
Federal government in the U.S. Court of Claimsggiiig breach of contract arising from the seizdrBRepublic Savings Bank (“RSB”")RSB
was seized and liquidated after Federal legislgpiahibited certain accounting practices previowslyhorized by contracts with the Fed
government. The Federal government filed a coualatien alleging breach of obligation to maintain RSBiet worth and moved to disn
Plaintiffs’ claims for lack of standing.

Plaintiffs filed a motion for summary judgmentrecember 1999 on the issue of liability and oniiseie of damages. The Fed
government filed a cross motion for summary judghaen opposed Plaintiffs’ motion.

On January 25, 2008, the court entered its opigi@nting the Federal governmentnotion to dismiss MRI, denying the Fed
government’s motion for summary judgment and granthe remaining Plaintiffahotion for summary judgment on the issues of ligbdnc
damages, awarding the Plaintiffs damages in theuataf $14.9 million. MRI had previously receivedyment from the FDIC in the amol
of $0.3 million. This payment reduced the amoudrdamages owed to $14.6 million.

The federal government appealed this matter tolkl& Court of Appeals for the Federal Circuit ardimiffs crossappealed. C
October 21, 2009, the Federal Circuit issued ifsiop, affirming in part and reversing in part ttiecision of the Court of Claims, resulting
an award to the Plaintiffs of $9.7 million. Theripel for requesting rehearing and for filing a fieti for certiorari in the U.S. Supreme Cc
expired in January 2010, and the Circuit Courtibaised its mandate, returning the case to the @d@taims. The government and Plaint
filed a Joint Motion for Entry of Final Judgmenthieh the Court of Claims has granted, enteringl fladgment for $9.7 million, which wi
received in April 2010. PNM recorded the amouet, of legal expenses of $1.2 million, as otheoime in the three months ended Marct
2010.

Western United States Wholesale Power Market

Various circumstances, including electric powerpyshortages, weather conditions, gas supply corstssmission constraints, ¢
alleged market manipulation by certain sellersulted in the well-publicized California and Westenarkets energy crisis of 20@D01 an
the bankruptcy filings of the Cal PX and PG&E. @&sesult of the conditions in the Western markeisng this time period, between late-
2000 and mid-2003, FERC, the California Attorneyn€&ml, and private parties (collectively, the “@ailnia Parties”)initiated investigation:
litigation, and other proceedings relevant to PN ather sellers in the Western markets at FERCimbth California State and Fede
District Courts, seeking a determination whethdlese of wholesale electric energy during the eriperiod, including PNM, should
ordered to pay monetary refunds to buyers of suehrgy. These proceedings were pending at FERCe#lsaw before the U.S. Court
Appeals for the Ninth Circuit. PNM participatedtimse proceedings at FERC, the Federal DistrictriSand the Ninth Circuit, includii
filing appeals to that court.

In December 2009, PNM and the California Partiexhed an agreement in principle to settle all ramgiclaims against PNM
these proceedings and on February 11, 2010, PNMraeshtinto a “Settlement and Release of Claims Agesg” (the ‘Settlemer
Agreement”),which was filed with FERC on February 12, 2010heTsettlement contemplated by this agreement whgauto FER(
approval, which was received on April 29, 2010.c8&se two entities filed comments in oppositionht® settlement and FERC rejected
comments, those parties have a right to requestirgty within 30 days of the order and, if any eeiregy request is denied, have 60 days"
the denial to file an appeal in the U.S. Court @paals. The terms of the Settlement Agreementigedy among other things, for PNM
pay to the California Parties the amount of $45illion, consisting of the assignment of PNM recéiles plus interest as of December
2009 from the Cal ISO and the Cal PX in the amair$13.1 million plus a cash payment of $31.9 miiliand for the California Parties
release PNM from claims arising from the Califorargergy crisis of 2000 and 2001. PNM recordeds#téement, which is included
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in other current liabilities, at December 31, 20@4iditionally, the Settlement Agreement providesttcertain of California Parties v
assume liability that PNM may have to entities tobhbose not to opt in to the settlement. PNM esglyedenies any wrongdoing
culpability with respect to the claims againsthiatt are released by the Settlement Agreement anehtering into the settlement, does
admit any fault or liability.

On January 15, 2010, PNM transferred the cash patymich is included in special deposits, to acr@s account established by
California Parties. Pursuant to the Settlemente@grent, the receivables and the cash paymentevdidiributed to the California Parties .
other entities that purchased electricity through €al 1ISO and Cal PX during the relevant timeqekds settlement funds in accordance
the terms and conditions of the Settlement Agreemen

Complaint Against Southwestern Public Service Compay

In September 2005, PNM filed a complaint under Besleral Power Act against SPS. PNM argued that $&85 for sale «
interruptible energy were excessive and that SRISbkean overcharging PNM for deliveries of energytigh its fuel cost adjustment cla
practices. PNM also intervened in a complaint peating brought by other customers raising simitguments relating to SP$uel cos
adjustment clause practices (the “Golden Spreadbtzom proceeding”).Additionally, in November 2005, SPS filed an electate case
FERC proposing to unbundle and raise rates chatgemistomers effective July 2006. PNM intervenedhia case and objected to
proposed rate increase. In September 2006, PNVB&&ifiled a settlement agreement providing forltgem of issues relating to rates
sales of interruptible energy, but not resolving thel clause issues. In September 2008, FERCdssieorder approving the settlem
between PNM and SPS.

In April 2008, FERC issued its order in the Goldread complaint proceeding. FERC affirmed in pad reversed in part an AlsJ’
initial decision, which had, among other thingsjeyed SPS to pay refunds to PNM with respect tdubkclause issues. FERC affirmed
decision of the ALJ that SPS violated its fuel cadjustment clause tariffs. However, FERC shearetine refund period applicable to
violation of the fuel cost adjustment clause issudd\NM and SPS have filed petitions for rehearing eladification of the scope of t
remedies that were ordered and reversal of varigigys in the order. FERC has not yet acted upenréquests for rehearing or clarifica
and they remain pending further decision. PNM ctupnedict the final outcome of the case at FERC.

Begay v. PNM et al

A putative class action was filed against PNM arbep utilities on February 11, 2009 in the Unitetht8s District Court i
Albuquerque. Plaintiffs claim to be allottees, niems of the Navajo Nation, who pursuant to the Davet of 1887, were allotted owners
in land carved out of the Navajo Nation. Plaintiffcluding an allottee association, make broadeg® assertions that defendants, inclu
PNM, are right-of-way grantees with rightswwhy across the allotted lands and are either spares or have paid insufficient fees for the ¢
of rights-ofway or both. The plaintiffs, who have sued thesdegnts for breach of fiduciary duty, seek a caowsitre trust. They have al
included a breach of trust claim against the UniBgtes and its Secretary of the Interior. PNM #redother defendants filed motions
dismiss this action. On March 31, 2010, the caudered that the entirety of the plaintifisase be dismissed. The court did not ¢
plaintiffs leave to amend their complaint, finditigat they instead must pursue and exhaust theiirggtrative remedies before seek
redress in federal court. Because this is a fiihissal, this ruling may be appealed to the T&hitbuit Court of Appeals.
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(10) Regulatory and Rate Matters

Information concerning regulatory and rate mattersontained in Note 17 of Notes to ConsolidatethRcial Statements in the 2C
Annual Reports on Form 10-K.

PNMR
First Choice Request for ERCOT Alter native Dispute Resolution

In June 2008, First Choice filed a request forraliive dispute resolution with ERCOT alleging tERRCOT incorrectly applied i
protocols with respect to congestion managemernhglhe first quarter of 2008. First Choice reqadshat ERCOT resolve the dispute
restating certain elements of its first quarter 0fbngestion management data and by refunding &t Eihoice allegedly oversta
congestion management charges. The amount atirs§test Choices claim can only be determined by running ERCOTketamodels wit
corrected inputs but First Choice believes that aheount is significant. ERCOT protocols providattERCOT will notify potentiall
impacted market participants and subsequently denghe merits of First Choicg’allegations. The Company is unable to predie
outcome of this matter.

PNM
Emergency FPPAC

On March 20, 2008, PNM and the IBEW filed a joinbtion in PNM's 2007 Electric Rate Case requesting NMPRC auttiwiz tc
implement an Emergency FPPAC on an interim basn May 22, 2008, the NMPRC issued a final ordet #@proved the Emerger
FPPAC with certain modifications. PNM implementéxd Emergency FPPAC from June 2, 2008 through ffestve date of the 20(
Electric Rate Case order described below.

The Albuquerque Bernalillo County Water Utility Autrity and the New Mexico Industrial Energy Consusninc. filed notices ¢
appeal to the New Mexico Supreme Court seekingattate the NMPRC order approving the Emergency FRRXCMarch 19, 2010, tl
New Mexico Supreme Court affirmed the NMPRC ordgpraving the Emergency FPPA

The NMPRC order approving the Emergency FPRédlired PNM to pay for an audit of PNMmonthly FPPAC reports ani
prudence review of PNM'fuel and purchased power costs, to be condugtedithitors selected by the NMPRC. Costs of thatamcurrec
by PNM will be recoverable through future rate medings. On February 19, 2010, the audit repofindings and recommendations \
submitted to the NMPRC. The report recommendedatiomal changes in several areas but did not iijeaty imprudent activities or fir
that PNM’s fuel or purchased power costs were unreasong@béeaudit report findings and recommendations abgest to NMPRC revie
and approval. PNM is unable to predict the outcoffrihis matter.

The NMPRC order approving the Emergency FPR#SO provided that if PNM' base load generating units did not operate
above a specified capacity factor and PNM was redquio obtain replacement power to serve jurisoiel customers, PNM would
required to make a filing with the NMPRC seekingagqval of the replacement power costs. In its iregiufiling, PNM stated that the costs
the replacement power amounting to $8.0 million evprudently incurred and made a motion that theyafygroved. The NMPRC st
opposed PNMs motion and recommended that PNM be requiredftmdethe amount collected. On January 12, 201®NNPRC directe
the Emergency FPPAC auditor to investigate whetiemreplacement power costs were prudently incuifeéeé order also directed PNM
file a response to the auditorgport, to provide certain additional informati@nd to show cause why it should not be fined faovering
replacement power costs without prior NMPRC applko?aM filed its response to the show cause oaateFebruary 12, 2010. On Febru
19, 2010, the auditas’report on replacement power costs was submittékdet NMPRC. The report concludes that the mettomgolsed t
estimate
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the cost of replacement power was reasonable, RMM purchased power at the lowest reasonable eost,that outage planning ¢
scheduling and plant operations were reasonathesd findings are subject to NMPRC review and agré®n April 12, 2010, the NMPF
staff filed a request for a hearing on whetherrdfdacement power costs should be approved anchethahy penalty should be imposec
which PNM responded. PNM will continue to asskaittits recovery of replacement power costs waperand did not violate the NMPRLC’
order, but is unable to predict the outcome of théter.

2008 Electric Rate Case

On September 22, 2008, PNM filed a general rate ¢£2008 Electric Rate Casefgquesting the NMPRC to approve an increa
electric service rates to all PNM retail customexsept those formerly served by TNMP. The case coasluded on June 18, 2009 whe
stipulation among the parties that authorized aivase rate increase was approved by the NMPRC.g@ih1A 2010, PNM implemented t
second phase increase of $27.0 million.

Renewable Portfolio Sandard

The Renewable Energy Act of 2004 was enacted towage the development of renewable energy in Neaxidd. The act,
amended, establishes a mandatory renewable enertfglio standard requiring a utility to acquireenewable energy portfolio equal to
of retail electric sales by January 1, 2006, insirgato 10% by 2011, 15% by 2015 and 20% by 200te NMPRC requires renewable ene
portfolios to be “fully diversified”beginning in 2011 when no less than 20% of thewaide portfolio requirement must be met by v
energy, no less than 20% by solar energy, no kess 10% by other renewable technologies, and mothes 1.5% by distributed generat
The act provides for streamlined proceedings farayal of utilities’ renewable energy procurement plans, assuresadiliicovery of cos
incurred consistent with approved procurement ptasrequires the NMPRC to establish a RCT forptloegurement of renewable resoul
to prevent excessive costs being added to rates.NMMPRC has established a RCT that began at 1% ofistomers’aggregated over:
annual electric charges, increasing by 0.2% anpuadtil 2011, at which time it will be 2%, and thércreasing by 0.25% annually u
reaching 3% in 2015.

On July 1, 2009, PNM filed its annual Renewablergpdortfolio Procurement Plan for 2010 with the RRIC. Under the plan, PN
proposed to rely on a mixture of solar, wind, amagbs resources and the purchase of RECs to nsenéwable energy requirements
2010 and 2011 and committed to file for additiopr@jects later in the year.

In September 2009, PNM entered into settlemenudions with various parties to address issuetereta the distributed generat
programs, the RCT, and PNMprospective additional projects. In recognitadrthese settlement negotiations, the NMPRC issuedrde
on September 22, 2009 that rejected certain pavisof PNM’s July Btplan and ordered PNM to file a revised plan atdbieclusion of th
settlement discussions. PNM and several partiésetproceeding filed a stipulation and PNM fileslrevised 2010 procurement plan with
NMPRC on January 25, 2010. Under the revised &M would invest approximately $265 million on @oPV facilities and implemen
customersited PV distributed generation program to repliégeeurrent PV programs. The plan and stipulatoa opposed by a numbel
parties, including the AG and the NMPRC staff. @blic hearing on the stipulation and revised preougnt plan is scheduled to begir
May 17, 2010. The NMPRC has the authority to appraeject or modify the proposed plan. PNM canmedjet the outcome of the
proceedings.
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NMPRC Inquiry on Fuel and Purchased Power Adjustment Clauses

In October 2007, the NMPRC issued a NOI that ctéedd to the adoption of an amended rule for thdempntation of FPPACs for .
investor-owned utilities and electric cooperatiiesNew Mexico. The investopwned utilities and electric cooperatives have oesie(
to a series of questions and the NMPRC staff madiéng dealing with the need for consistency of FACS, streamlining FPPACS, ¢
whether a single FPPAC methodology should be agypbeall utilities. Workshops were held to disciiss comments filed by PNM a
others and the proposed changes. At the conclasitre workshop process, the Hearing Examiner pteseproposed rule amendments tc
NMPRC for its consideration. On April 29, 2010etNMPRC issued a Notice of Proposed Rulemakinggsiog the adoption of the r
amendments that were developed in the workshopepsoand presented by the Hearing Examiner, and setiedule for comments an
hearing. The outcome of this proceeding is not etqutto have a material impact on PNM.

NMPRC Rulemaking on Disincentives to Energy Efficiency Programs

In January 2008, the NMPRC issued a NOI to iderdi§jncentives in utility expenditures on energffogncy and measures to addi
those disincentives, including specific rate makattgrnatives, and appointed a Hearing Examineotaluct workshops to develop propo
for possible rule changes. Based on the worksitbpsNMPRC issued proposed amendments to its eradfigiency rule. A public hearir
was held on June 26, 2009. The NMPRC approvedriended rule on April 8, 2010 to be effective Map@10. The amended rule allc
electric utilities to collect rate adders of $0yEr KWh for lifetime energy savings and $10 peowitt for demand savings related to en
efficiency and demand response programs beginnirg10. In addition, investawned electric utilities must make a filing by Judly201(
that proposes rate design and ratemaking method=sriove regulatory disincentives or barriers toiegh energy efficiency savings. Af
such ratemaking measures become effective, thedalker for energy saving will be reduced to $0.066KWh.

On May 5, 2010, PNM filed proposed tariffs undee timended rule. PNM proposed to recover $6.2 anilbver a twelvemontt
period following NMPRC approval. PNM is not abtefredict the outcome of this proceeding.

PNM Electric Energy Efficiency and Load Management Program s

The NMPRC requires public utilities to obtain appmbto implement energy efficiency and load manageirprograms. Costs
implement approved programs are recovered througtiearider. On September 15, 2008, PNM filed a plahich included new progran
modifications to existing programs and a requesetmver program costs. After proceedings befleeNMPRC, a final order approving
programs was issued on May 19, 2009. In Augus®2B0IM began recovering the costs of the progrdmmugh a rate rider amounting
1.881% of customersbills, before taxes and franchise fees based ograno costs of $14.1 million. The new programs aeind
implemented.

On July 7, 2009, the NMPRC ordered an investigatido whether it is prudent for PNM to continuetaé load manageme
programs initiated in 2008 with NMPRC approval, sidering its recent addition of supmjde resources. PNM offers these progi
through contracts with thirgarty vendors that contain substantial fees folyearmination. On March 10, 2010, the NMPRC isba@ orde
concluding that it would not be prudent to termintlte programs, and remanded the case to a hea@mginer to consider whether free:
the programs at current levels would be possibig #iso, prudent. PNM is unable to predict thécome of this proceeding.
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Rates for Former TNMP Customersin New Mexico

PNM serves the former New Mexico customersThfMP (“TNMP-NM”) under rates approved by the NMPRC in its ¢
approving PNMRS acquisition of TNMP. Under that order, ratesrgkd to customers were set through December 3D. 2BilJanuary 200
the NMPRC directed PNM to estimate the revenueiremuent increase that would be reflected in a TNNM-rate application for rat
effective January 2011. PNM estimated that the matrease could be between 40% and 56% dependirigeb costs. In April 2009, tl
NMPRC directed PNM, the NMPRC staff, and otheriparto attempt to reach consensus on ways to rtétifp@ impact of this potential ri
increase and appointed a mediator. Several medg&tiere held but no agreement was reached. IniV20t0, the NMPRC issued its Or
Initiating Investigation and Requiring Informatidriglings to which PNM and other parties filed tilpeesponses. PNM cannot predict
outcome of this matter.

Third-Party Arrangements for Renewable Distributed Generation

On June 16, 2009, the NMPRC initiated a proceedmdjrequested legal briefs on the topic of whetiied-party arrangements for 1
sale of renewable energy from custorsited distributed generation facilities were pesitile under New Mexico law. On December
2009, the NMPRC issued an order that in part dedlénat a third party that owns renewable genarauipment that is installed on a uti
customer’s premises pursuant to a long-term contrétb the customer to supply a portion of thattouser’s electricity use, payments
which are based on a kilowdttur charge, is not a public utility subject touksgion by the NMPRC. PNM and two other partiepesaded th
order to the New Mexico Supreme Court.

In early 2010, legislation was enacted that neltifithe NMPRC order and, effective January 1, 2@ktJudes nonutility powet
generators from the definition of public utilitiemder state law, subject to certain limitationst@size and provided that such gener:
produce renewable energy, the generators are tbeatethe site of the power consumer, and do ndizeitretail wheeling of power.
separate provision of the legislation directs tHdMRC to authorize public utilities to establishesthat assure the utilitiescovery of a
appropriate portion of their fixed costs from owsef interconnected generators. After enactmeniisflegislation, appeals of the NMP
order were dismissed. On March 9, 2010, the NMi¥2Ged an order setting workshops for the purpbdsdtaining comments and views
implementation of the rate-making aspect of thdéusta The workshops are guoing. PNM is unable to predict the outcome of
proceeding.

Application to Hedge Fuel and Purchased Power Costs

In August 2009, PNM filed an application for appabwf a plan to manage fuel and purchased powes dpsentering into certe
forward market transactions relating to the promest of fuel and purchased power and the sale a#ssxelectrical energy in the whole:
market. PNMS application sought NMPRC authorization to condhese activities, which involve hedging practicasd to pass through 1
costs and benefits of the transactions to jurigzhet customers using PNBI'FPPAC. The NMPRC staff filed testimony recommieg
approval of PNM$ application with minor modifications. PNM fileébuttal testimony agreeing with the proposed modgifons. A hearin
was held on February 23, 2010. The NMPRC apprtivegrogram on April 20, 2010.

TNMP
TNMP Competitive Transition Charge True-Up Proceeding

A true-up proceeding to quantify and reconcile the amafnstranded costs that TNMP may recover from igsgmission ar
distribution customers was held at the PUCT. A2BUCT decision established $87.3 million as TNM&randed costs. TNMP and o

parties appealed the ruling and the appeals arertly pending before the Texas Supreme Court. TN§IBnable to predict if the Tex
Supreme Court will review the decision or the uttmoutcome of this matter.
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Interest Rate Compliance Tariff

Following a revision of the interest rate on TNME&Tying charge, TNMPfiled a compliance tariff to implement the new 8431tate
TNMP’s filing proposed to put the new rates into effatt~ebruary 1, 2008. Intervenors asserted objextio the compliance filing. PU(
staff urged that the PUCT make the new rate effeddis of December 27, 2007 when the PUCarder establishing the correct rate bec
final. After regulatory proceedings, the PUCT idwan order making the new rate retroactive to 40ly2006. TNMP filed an appeal of
order in the District Court in Austin, Texas. Ttase is set for hearing on June 29, 2010. Whéeets inherent uncertainty in this type
proceeding, TNMP believes it will ultimately be sassful in overturning any ruling that the effeetidate should be prior to December
2007.

Transmission Rate Filing

On March 2, 2010, TNMP filed an application to afmlits transmission rates to reflect changesimitested capital. The reques
increase in total rate base is $33.8 million, véttotal revenue requirement increase of $5.5 millibhe requested updated rates reflec
addition and retirement of transmission facilities;luding appropriate depreciation, federal incotae and other associated taxes, ant
approved rate of return on such facilities. The FWEaff filed a recommendation to approve TNMRpplication on April 6, 2010. The A
filed a proposed order approving TNMPapplication on April 13, 2010. The PUCT is expdcto rule on the proposed order no later
May 15, 2010.

Energy Efficiency

On October 28, 2009, TNMP filed an applicationdpproval of its 2010 energy efficiency programd esguested recovery throt
an energy efficiency cost recovery factor. TNMRreated the costs of its 2010 energy efficiency paats to be $2.6 million and requeste
collect this amount based on a per customer chavge 11 months. The PUCT staff and intervenors ridtl take issue with TNMR’
application. TNMP implemented the factor effectiebruary 1, 2010. On April 30, 2010, TNMP madsnailar filing seeking recovery
costs to be incurred in its 2011 programs.

(11) Optim Energy

Optim Energy was created by PNMR and ECJV, a wholiyed subsidiary of Cascade, to serve expandifg tdarkets, principal
the areas of Texas covered by ERCOT. PNMR and E€bh have a 50 percent ownership interest in Ofim@rgy, a limited liabilit
company. See Note 22 of the Notes to Consolidaiteaihcial Statements in the 2009 Annual ReportBam 10-K.

On June 1, 2007, Optim Energy entered into a bardn€ing arrangement with a term of five years,atincludes a revolving line
credit. This facility also provides for bank letteof credit to be issued as credit support fotatercontractual arrangements entered int
Optim Energy. Cascade and ECJV have guaranteeich@ptergy’s obligations on this facility and, toceee Optim Energy obligation ti
reimburse Cascade and ECJV for any payments matkr thre guaranty, have a first lien on all asse@mim Energy and its subsidiaries.

In January 2010, Optim Energy entered into floatmfijxed interest rate swaps with an aggregate noti@maount of $650.
million. The effect of these swaps is to convédb&.0 million of borrowings under Optim Energycredit facility from an interest rate ba
on the onanonth LIBOR rate to a fixed rate of 1.33% througimuary 7, 2011, exclusive of loan guaranty fedses€ swaps are accour
for as cash-flow hedges. At March 31, 2010, ttssaps had a priax fair value of $1.2 million, which is included current liabilities below

In April 2010, PNMR and ECJV each made an equitytgbution to Optim Energy of $15.0 million in casPNMR and ECJV al:
agreed to make additional cash contributions duf@dg0 that would aggregate approximately $5.0 arilfrom each owner. Optim Enel
used the equity contributions to reduce amounts
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outstanding under its bank financing arrangememt aill also use the additional contributions to wed debt. PNMR has no ot
commitments or guarantees with respect to Optinrdgne

In June 2009, Optim Energy and NRG Cedar Bayou tetegh a jointly developed 550 MW combinegele natural gas unit at t
existing NRG Cedar Bayou Generating Station nearsttm. Optim Energg’ share of this unit is 275 MW and its share ofdbestructio

costs was $209.6 million. Optim Energy financedpiortion of the Cedar Bayou construction with baings under its existing credit facil
and operating cash flows.

Summarized financial information for Optim Energyais follows:
Results of Operations

Three Months Ended

March 31,
2010 2009
(In thousands

Operating revenue $ 105590 $ 78,39
Cost of sales 77,297 45,18
Gross margit 28,29¢ 33,21:
Non-fuel operations and maintenance expel 10,52( 8,59¢
Administrative and general expen: 5,612 7,92¢
Depreciation and amortization expel 12,057 7,65¢
Taxes other than income tax 3,43: 3,32¢
Operating income (los (3,326 5,701
Interest charge (4,67)) (2,480)
Other income (deductions) 65 57
Earnings (loss) before income ta (7,932) 3,27¢
Income taxes (benefity 2 162
Net earnings (loss) $ (7,969 $ 3,11¢
50 percent of net earnings (lo: $ (398) % 1,55¢
Amortization of basis difference in Optim Energy (370 (163)
PNMR equity in net earnings (loss) of Optim Energy $ (435) % 1,39¢

() Represents the Texas Margin Tax, which is consiareincome tax under GAAP.
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Financial Position

March 31, December 31
2010 2009

(In thousands

Current assel $ 136,70 $ 128,61¢
Net property plant and equipme 946,42: 951,75
Other long-term assets 132,72: 137,38«

Total assets 1,215,84 1,217,76!
Current liabilities 58,29: 66,19(
Long-term debt 765,00( 755,00(
Other long-term liabilities 5,807 5,71(

Total liabilities 829,10( 826,90(
Owners’ equity $ 386,74¢ $ 390,86(
50 percent of owne’ equity $ 193,37: $ 195,43(
Unamortized PNMR basis difference in Optim Energy 21E 23€

PNMR equity investment in Optim Energy $ 193,58¢ $ 195,66t

Optim Energy has a hedging program that covers ki-iyear period. The level of hedging at any givenetivaries depending
current market conditions and other factors. Ectinchedges that do not qualify for or are not deaigd as cash flow hedges or noi
purchases/sales that are derivative instrumentseapgéred to be marked to market. In the firstrtpraof 2010 and 2009, Optim Ene
recorded income of $4.3 million and $9.4 millionte mark-to-market of economic hedges.

Optim Energy individually valued each asset anhliliix received in the Altura (Twin Oaks) and AlauCogen transactions and initi
recorded them on its balance sheet at the detednfaie value. For both transactions, this accoaytiesults in a significant amount
amortization since the acquired contrattsims differed significantly from fair value at thate of acquisition and emission allowances, v
acquired from government programs without futurstéo Optim Energy, had significant market valughat date of acquisition. During 1
three months ended March 31, 2010 and 2009, Optierdy recorded amortization of contracts acquire@400 million and $3.1 millior
which reduced operating revenues, and amortizaigense on emission allowances of $1.3 million &h@ million, which is recorded
cost of sales.

The contribution of Altura created a basidaténce between PNMR'recorded investment in Optim Energy and 50 pero
Optim Energys equity. While the portion of the basis differemelated to contract amortization will only comtinthrough 2010, other ba
differences, including a difference related to esiois allowances, will continue to exist through ttie of the Altura plant. For the thr
months ended March 31, 2010 and 2009, the basisrefiice adjustment detailed above relates mainlgatatract amortization wi
insignificant offsets related to the other minosisalifference components.

LCC is Optim Energy’s counterparty in several agrents for power and steam salek addition, LCC leases Optim Energy the |
for the Altura Cogen facility and provides othervsees, including water, to that facility. On Jany 6, 2009, LCC filed for bankrupt
protection under Chapter 11 of the U.S. Bankru@ogle. The preetition net amount due from LCC is immaterial avaks fully reserved i
of December 31, 2008. LCC has continued to perfongter the existing contracts . L&ankruptcy plan was confirmed by the bankru
court on April 23, 2010. LCC has filed documentsiwthe bankruptcy court indicating its intent te@se its contracts with Altura Cogen.
part of this process, LCC is required to cure ppeétion defaults under its contracts with Alturagén. Altura Cogen and LCC are negotia
the terms of a stipulation to cure these defaults.
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(12) Related Party Transactions

PNMR, PNM, TNMP, and Optim Energy are considerddteel parties as defined under GAAP. PNMR Servicempany provide
corporate services to PNMR, its subsidiaries, apdin® Energy in accordance with shared servicesesgeats. There is also a serv
agreement for Optim Energy to provide services MMR. Additional information concerning the Compasyelated party transactions
contained in Note 20 of the Notes to Consolidatedfcial Statements in the 2009 Annual Reports@mFLO-K.

See Note 11 for information concerning Optim Ener@ie table below summarizes the nature and anmafuetated party transactic
of PNMR, PNM and TNMP:

Three Months Ended
March 31,
2010 2009
(In thousands

Electricity, transmission and distribution relasstvices billings

TNMP to PNMR $ 9,58¢ $  9,30¢
Services billings
PNMR to PNM* 21,66: 17,02¢
PNMR to TNMP 6,48¢ 5,28¢
PNM to TNMP 10C 13¢
TNMP to PNMR 121 24¢
PNMR to Optim Energ 1,43¢ 1,48¢
Optim Energy to PNMF 18 12¢

Income tax sharing paymen
PNMR to PNM - -
PNMR to TNMP - -

Interest paymentt
TNMP to PNMR 83 43C

* PNM shared services include billings to PNM G&$©.9 million for the three months ended March 2109.
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(13) New Accounting Pronouncement:

Information concerning recently issued accountingnpuncements that have not been adopted by thep@omand could have
material impact, is presented below.

Accounting Standard Update 2010-06 -+air Value Measurements and Disclosures: ImprovingDisclosures about Fair Valu
Measurements

The FASB released amended guidance related tadigels of fair value measurements. The updatéresgentities to enhance intel
and annual disclosures about fair value measuresngpecifically:
-Further disaggregate the level presented for dethtequity securities
-Disclose the amount and reason for significantdfers between fair value categories Level 1 ancL2
-Disclose information about the purchases, sadssiginces, and settlements for items in Level Beofdir value measurements on a
gross basis rather than net

The enhanced disclosure for the first two itemsenadfective for the interim period ended March 3210 and are included in Note ¢
the extent applicable. The third item regardingdle3 information is effective for the interim pedi ended March 31, 2011 and will
included at that time.

(14) Discontinued Operations

As discussed in Note 2, PNM sold its gas operatisich comprised the PNM Gas segment. Under GAA® assets and liabilities
PNM Gas were considered to be heldd$afte and presented as discontinued operationseoactompanying balance sheets. The PNNM
results of operations are excluded from continubpgrations and presented as discontinued operatiorthe statements of earnings
accordance with GAAP, no depreciation is recordedssets held for sale. Summarized financial méion for PNM Gas, which has bt
retroactively adjusted as discussed in Note 1s fobows:

Results of Operations

Three Months
Ended
March 31, 200¢

(In thousands

Operating revenue $ 65,69¢
Cost of energy 44,69¢

Gross margir 20,99¢
Operating expense 5,811
Depreciation and amortization -

Operating incom: 15,181
Other income (deduction 292
Interest charge (962)
Gain on disposal 101,36¢
Segment earnings before income ta 115,88
Income taxes 40,02}

Segment earnings $ 75,85!
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(15) Variable Interest Entities

Information concerning the Companys assessment of potential variable interest esitisecontained in Note 9 of Notes to
Consolidated Financial Statements in the 2009 AhRegaorts on Form 10-K.

On January 1, 2010, the Company adopted an amendm&AAP that changes how an enterprise evaluatesaccounts for i
involvement with variable interest entities. Thimendment modifies the determination of the printsgeficiary of a variable interest en
by focusing primarily on whether the enterprise thespower to direct the activities that most digantly impact the economic performau
of a variable interest entity. The amendment aéspires continual reassessment of the primaryflotany of a variable interest entity a
increases disclosure requirements. The adoptidhi@famendment did not change how the Companyuatsdor its existing arrangeme
with variable interest entities and the disclosymessented below reflect the requirements of thereiment.

On April 18, 2007, PNM entered into a PPA to pusghall of the electric capacity and energy fromeviaia, a natural gased powe
plant near Belen, New Mexico. Valencia became atimral on May 30, 2008. A thirdarty built, owns and operates the facility whildN®
is the sole purchaser of the electricity generafée total construction cost for the facility wa@0$0 million. The term of the PPA is for
years beginning June 1, 2008, with the full outpiuthe plant estimated to be 145 MW. During thentef the PPA, PNM has the optior
purchase and own up to 50% of the plant or theab&iinterest entity. PNM estimates that the plailittypically operate during peak peric
of energy demand in summer. PNM is obligated tp fdeed O&M and capacity charges in addition toighte O&M charges under tt
PPA. For the three months ended March 31, 20102808, PNM paid $4.1 million and $3.3 million féiked charges and less than 9
million and $0.8 million for variable charges. PNides not have any other financial obligationsteelao Valencia. The assets of Valel
can only be used to satisfy obligations of Valerasid creditors of Valencia do not have any recoagseénst PNM’s assets.

PNM has evaluated the accounting treatment of dhiangement and concluded that the third partytyettiat owns Valencia is
variable interest entity and that PNM is the primbeneficiary of the entity under GAAP since PNMs ke power to direct the activities t
most significantly impact the economic performamdeValencia and will absorb the majority of the iadility in the cash flows of tt
plant. The significant factors considered in réaghhat conclusion are that PNM sources fuel lier plant, controls when the facility oper:
through its dispatch, and receives the entire dutpthe plant, which factors directly and signéfitly impact the economic performanct
Valencia. As the primary beneficiary, PNM has aditgted the entity in its financial statements ibagng on the commercial operatic
date. Accordingly, the assets, liabilities, op@gexpenses, and cash flows of Valencia are imaud the consolidated financial statem
of PNM although PNM has no legal ownership inteogstoting control of the variable interest entiffhe assets and liabilities of Valencia
forth below are immaterial to PNM and, thereforet shown separately on the Condensed Consolideatah8 Sheets. The owrgequity
and net income of Valencia are considered attriidatéo noneontrolling interest. PNM did not consolidate Mate prior to May 30, 20(
since PNM had no financial risk.
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Summarized financial information for Valencia isfabows:

Results of Operations

Three Months Ended

March 31,
2010 2009
(In thousands
Operating revenue $ 450z $ 4,05¢
Operating expenses (1,399 (1,479
Earnings attributable to non-controlling intéres $ 3,10 $ 2,57¢

Financial Position

December
March 31, 31,
2010 2009
(In thousands

Current assel $ 4,257 $ 3,981
Net property, plant and equipment 85,73t 86,34¢
Total asset 89,99: 90,33(
Current liabilities 663 971
Owners’ equity — non-controlling interest $ 89,33( $ 89,35¢

Changes in Owner’s Equity — Non-controlling Interes

Three Months
Ended
March 31, 2010

(In thousands

Balance at beginning of peri $ 89,35¢
Earnings attributable to n-controlling interes 3,10:
Net equity transactions with Valencia’s owner (3,132

Balance at end of period $ 89,33(

PNM leases interests in Units 1 and 2 of PVNGS vad@angements, which were entered into in 19851888, that are accounted
as operating leases. There are currently eiglaragplease agreements with eight different trwtsse beneficial owners are five differ
institutional investors. PNM is not the legal ax towner of the leased assets. The beneficial mmoethe trusts possess all of the va
control and pecuniary interests in the trusts. PhHg an option to purchase the leased assets ra@isgipvalue at the end of the leases
does not have a fixed price purchase option and doeprovide residual value guarantees. PNM pésits to renew the leases at fixed r
set forth in the leases for two years beyond thaitetion of the original lease terms. The optp®riods on certain leases may be fui
extended for up to an additional six years if tppraised remaining useful lives and fair valuehef leased assets is greater than paran
set forth in the leases. Under GAAP, these reneptibns are considered to be variable interesthentrusts and result in the trusts b
considered variable interest entities. PNM is oolbfigated to make payments to the trusts for dteduled semannual lease paymer
which, net of amounts that will be returned to Piivbugh its ownership in related lessor notes, egape $123.3 million over the remain
terms of the leases. Under certain circumstanfesekample, the NRC issuing specified violatiomlens with respect to PVNGS or
occurrence of specified nuclear events), PNM wdddrequired to make specified payments to the b@akbwners and take title to t
leased interests. If such
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an event had occurred as of March 31, 2010, PNNddeave been required to pay the beneficial ownerso approximately $155.9 millic
which would result in PNM taking ownership of treased assets and termination of the leases. PNMdather financial obligations
commitments to the trusts or the beneficial owne&eeditors of the trusts have no recourse to PiN&Bsets other than with respect tc
contractual lease payments. PNM has no additiaoglads to the assets of the trusts other than sieeafi the leased assets. PNM has no ¢
or liabilities recorded on its consolidated balasbeets related to the trusts other than the dcoflaase payments between the schec
payment dates. For additional information regagdhrese leases, see Risk Factors, MD&@ff-Balance Sheet Arrangements, and Note
the Notes to Consolidated Financial Statementséminnual Reports on Form 10-K.

PNM has evaluated the PVNGS lease arrangemente@rduded that it does not have the power to ditleetactivities that ma
significantly impact the economic performance of thusts and, therefore, is not the primary berafjcof the trusts under GAAP. T
significant factors considered in reaching thisaosion are: the periods covered by fixed priceevesl options are significantly shorter tl
the anticipated remaining useful lives of the assedrticularly since it appears reasonably likbbt the operating licenses for the plants
be extended for twenty years through 2045 for Wréind 2046 for Unit 2; PNM' only financial obligation to the trusts is to reake fixe(
lease payments and the payments do not vary basdideooutput of the plants or their performance;jrduthe lease term, the econo
performance of the trusts is substantially fixe@ do the fixed lease payments; PNM is only oneeoksal participants in PVNGS and is
the operating agent for the plants, so does naifgigntly influence the day to day operations lué plants; furthermore, the operations of
plants, including plans for their decommissioniagg highly regulated by the NRC, leaving little méor the participants to operate the pl:
in a manner that impacts the economic performarfidbentrusts; the economic performance of the $riztthe end of the lease term
dependent upon the fair value and remaining liehe plants at that time, which are determineddryors such as power prices, outlook
nuclear power, and the impacts of potential caibgislation or regulation, all which are outsideRNM'’s control; and while PNM has so
potential benefit from its renewal options, thetvamjority of the value at the end of the leasel adcrue to the beneficial owners of
trusts, particularly given increases in the valtiexasting nuclear generating facilities, which bavo GHG, resulting from anticipated car
legislation or regulation.

As discussed in Note 9 of the Notes to Consolid&mdncial Statements in the Annual Reports on FafiK, PNM has a PP
covering the entire output of Delta, which is ai@hble interest under GAAP. This arrangement wdsered into prior to December 31, 2(
and PNM has been unsuccessful in obtaining therimdton necessary to determine if it is the primbeneficiary of the entity that ow
Delta, or to consolidate that entity if it were @ehined that PNM is the primary beneficiary. Adiogly, PNM is unable to make thc
determinations and, as provided in GAAP, contirnoesccount for this PPA as an operating lease. PiNes fixed and variable payment
Delta under the PPA. PNM also controls the didpaticthe generating plant, which impacts the vdeiglayments made under the PPA
impacts the economic performance of the entity tvahs Delta. During the three months ended Marth2®10 and 2009, PNM incurt
fixed payments of $1.4 million and $1.6 million avakriable payments of less than $0.1 million and $illion under the PPA. PNM'only
guantifiable obligation under the PPA is to make fiked payments, which as of March 31, 2010, agaped $61.5 million through the enc
the PPA in 2020. PNM will also pay variable costhjch can not be quantified since the amount$ased on how much the generating ¢
is in operation. PNM has no other obligations @mmitments with respect to Delta.

68




ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

The following Managemerg’ Discussion and Analysis of Financial Conditiom d&esults of Operations for PNMR is presented
combined basis, including certain information apgile to PNM and TNMP. The MD&A for PNM and TNM® presented as permitted
Form 10-Q General Instruction H (2). For discusgdoirposes, this report will use the term “Compamyien discussing matters of comn
applicability to PNMR, PNM, and TNMP. A referenimea “Note”in this Item 2 refers to the accompanying Note€tndensed Consolidat
Financial Statements (Unaudited) included in Iterarlless otherwise specified. Certain of the @blelow may not appear visually accu
due to rounding.

MD&A FOR PNMR
BUSINESS AND STRATEGY
Overview

PNMR provides electricity and energy efficiencygucts and services in both regulated and unreglilaarkets to help custom
meet and manage their energy needs. PNM sold#ogerations on January 30, 2009 and is now fdcoisdts regulated electric busin
going forward.

PNM

Critical to PNMR’s success for the foreseeable riitis the financial health of PNM, PNM&largest subsidiary, which is hig
dependent on continued favorable regulatory treatmENM filed its 2008 Electric Rate Case requegsthe NMPRC to approve an incre
in electric service rates of $123.3 million. PNM@lproposed a more traditional FPPAC. In June 2089NMPRC approved a stipulat
resolving all issues in the rate case. The appret@ipulation allowed for an increase in annual-fgel revenues of $77.1 million, 65%
which was implemented for bills rendered beginninty 1, 2009 and the remainder of which was impleie April 1, 2010. As an offset
the nonfuel revenue increase, PNM implemented a crediugiomers totaling $26.3 million, representing dineount of revenues from p
sales of SQ allowances, over 21 months beginning July 1, 20D stipulation also provided for a more tradiibRPPAC that went in

effect with the new rates.

PNM anticipates a trend toward increasing costsroviding electric service and a period of planpaxsion, primarily from renewat
energy sources under the renewable energy portfetiosirements established pursuant to New Megi¢newable Energy Act and rele
regulations of the NMPRC. PNM also anticipategdases in costs related to renewals of rights of eraNative American lands, pens
and benefits, and depreciation at SIGS. PNM wiksto recover these increased costs of providingice to regulated customers thro
future rate filings, which may occur more frequeritian in the past. The impact that rate increasag have on customergsage and the
ability to pay is unknown.

Senate Bill 477 (“SB 477"pecame effective in June 2009. SB 477 is desitme@domote more timely recovery of reasonable cof
providing utility service in two ways. First, SB/4 requires the NMPRC, when setting rates, to hsetést period that best reflects
conditions the utility will experience when newasitare anticipated to go into effect. The NMPR&¢iired to give due consideration th
future test period may be the one that best mb&sequirement. A future test period is definsca@welve month period beginning no |
than the date a proposed rate change is expectela®ffect. Traditionally, the NMPRC has usdustorical test period, adjusted for knc
and measurable changes occurring within five tonsinths after the end of the test period, whickeot$ costs that could be up to two y
old at the time new rates become effective. Ipassible, however, that NMPRC staff or intervememuld argue that continued use ¢
historical test period, adjusted for known and roealsle changes, best meets the requirement. Se&Bd77 requires the NMPRC
include construction work in progress in rate bagighout an offset for allowance for funds usedidgrconstruction, for environmen
improvement projects and generation and transnmispi@jects for which a certificate of public coniemce and necessity has b
issued. This provision will allow utilities to lbect costs as projects are being built rather taiting until they are finished to include th
in rate base, so long as the projects will be imise no later than two years after the filing dat¢he rate case.
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PNM anticipates filing a rate case with the NMPRQmid 2010 using a future test period as allowedsSBy477. The magnitude
amounts to be requested is currently unknown and Béhnot predict the amount that the NMPRC will egye. PNM also anticipates filii
a rate case with FERC in the fourth quarter of 2@40its firm transmission customers. The magretud the rate increase is currel
unknown and PNM cannot predict the amount FERCagifirove.

The use of a future test year should help PNM tigatie the adverse effects of regulatory lag, wicimherent when using a histori
test year, by focusing on what costs are likelpgovhen new rates go into effect rather than wiay tvere in the past. The mitigation of
adverse effects of regulatory lag should resultPNM’s earnings more closely approximating the rate etfirn allowed by tF
NMPRC. PNMR believes that achieving earnings tgproximate its allowed rate of return is an imaottfactor in attracting equ
investors, as well as being an important metritizeti by credit rating agencies and financial astsly PNM5s debt securities are curret
rated below investment grade by S&P, although M&®dytes PNMS debt at the lowest level of investment grade MRNrrently expects
will access the credit and capital markets in otddinance at least a portion of the anticipatedstruction expenditures discussed in Ca
Requirements under Liquidity and Capital Resoubmdew. To the extent such financing includes #seiance of debt securities that are 1
below investment grade, the debt would carry adrighterest rate than if the securities were inmesit grade. Those higher interest ¢
would then be included in requests for rate refidcing additional upward pressure on rates cliairgeustomers.

As with any forward looking financial informationtilizing a future test year in a rate filing pratechallenges that are inherent in
forecasting process. PNM will need to forecashbmperating and capital expenditures that will ssitate reliance on many assumpt
concerning future conditions. Among others, theseld include assumptions about future economiditmms in PNMSs service territon
levels of employment, load growth and conservatiseather, usage patterns of customers, availatahity technology regarding renew:
energy sources, interest rates and other finanoorsfs, access to capital markets, inflation, anpaicts of regulatory actions. In the |
making process, PNM’assumptions will be subject to challenge by r@gu$ and intervenors who may assert differentrpnétations c
assumptions.

PNM also serves customers in New Mexico formerlyag by TNMP. When PNMR acquired TNMP, PNM wasuieed to maintai
the former TNMP customers under rates separate flmmrest of PNM. Pursuant to a stipulation apptoby the NMPRC, PNM w.
prohibited from consolidating the cost of servioe the two areas until January 1, 2015, unlesstimsolidation would not result in shifti
more than $1.5 million in revenue requirements fribra former TNMP customers to other PNM customémsaddition, the stipulatic
provided that PNM would not seek rate changesHterformer TNMP customers that would go into effeetore January 1, 2011. Dur
2009, the NMPRC requested the parties to the stijpul meet to discuss ways and means of mitiggiogsible large rate increases to
former TNMP customers that may occur when the madeatorium expires. The parties have been meetnigdically under the direction o
NMPRC Hearing Examiner, who was appointed by theRRZ to serve as mediator for the discussions. N&&z 10.

TNMP

TNMP’s financial health is also highly dependent on icoetd favorable regulatory treatment. In Augusb@0TNMP filed with thi
PUCT for an $8.7 million increase in revenues, Wwhigas subsequently amended to request an additrenehue increase of $1!
million. In June 2009, TNMP and the other pariieshe rate case reached a unanimous settlemesivirgs all issues in the rate case
permitting TNMP to increase its rates by $12.7 imillannually. This increase reflects interest attebr costs associated with debt refinan
in March 2009 and the settlement adjusts the ista@e TNMP is allowed to collect on its CTC tdleet those costs. The rate incre
includes recovery of Hurricane lke restoration sgsus carrying costs over five years. The setlgmvas approved by the PUCT in Aug
2009. TNMP now has the ability to update its traission rates annually to reflect changes in itegted capital. TNMP filed a reques
update its rates under this provision in March 20b@reasing annual revenues by $5.5 million. Uedarates reflect the addition ¢
retirement of transmission facilities, includingoappriate depreciation, federal income tax androtissociated taxes, and the approved re
return on such facilities. See Note 10. TNMP@&pétes filing for its next general rate case i tihird quarter of 2010.
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Environmental Sustainability

The Compang focus on the electric businesses also includasroemmental sustainability efforts. These effoitsclude
environmental upgrades, improving energy efficieneypanding the renewable energy portfolio of gati@n resources, and proactiv
addressing climate change. In early 2009, PNM cetedlenvironmental upgrades to each of the fous aiSJGS. PNM' share of the cos
of these upgrades, which reduced the levels of NGO, , and mercury emissions, amounted to $161 millids.described in Note 10, PN

is subject to the renewable portfolio standard distaed by New Mexiced Renewable Energy Act and related regulationsedday thi
NMPRC, which require utilities to achieve certagvéls of energy sales from renewable sources withigeneration mix, including win
solar, distributed generation, and other souré#$M is actively engaged in activities to meet tHdPRC standard. PNM has also establi
various programs to promote energy efficiency, acbjto the approval of the NMPRC. The Company toosi initiatives regardir
legislation or regulation regarding climate chanigeluding GHG, and participates in organizationsl &orums concerning climate char
The Company has expressed support for the Waxmakeyidill and is generally supportive of a fedgrabgram that includes an economy-
wide system of limitations on GHG that would inctud cap and trade provision and a system of alloesand offsets designed to miti¢
rate increases to utility customers. The Companyploring various methods to mitigate its GHGainticipation of climate chan
legislation or regulation, including increasing Eqneefficiency programs and increased relianceemewable energy resources. See Cli
Change Issues under Other Issues Facing the Confygdmwy for additional discussion of climate chamgatters. All of these efforts invol
costs that the Company believes should be recoleethtough rates charged to customers to the eiftentosts are attributable to regul:
operations. However, recovery of these costshgestito the approval of regulators and will caupevard pressure on rates.

First Choice

As a REP, First Choice operates in the highly cditipe Texas retail market, which experienced exigeprice volatility an
transmission congestion in 2008. ERCOT contraodstthnsmission of power in the areas that Firsti€ghsupplies. ERCOT historically t
operated through a series of geographic zones,whas led to congestion of the transmission systémn large volumes of power wi
being transmitted between zones. Congestion temdsite prices up in the spot market. These an@walegatively impacted the mar¢
realized from end use customers. These conditieer® exacerbated by the impacts of Hurricane Ik& depressed economic conditi
resulting in very high levels of customer turnoged levels of uncollectible accounts significaritigher than historical experience. ERC
has made changes in its control protocols andhisdided to change from the zonal system to a reydém in December 2010, both of wt
should reduce congestion and price volatility. iBgr2009 and early 2010, the Texas retail market mare stable and First Choice does
anticipate the levels of extreme congestion andepvplatility will reoccur in the near future. &ddition, both power and natural gas pr
decreased significantly, resulting in a substantiatease in margins realized by First Choice. sEhfactors and increased focus on gro
commercial accounts, customer credit standards,irapdoved customer service have improved resultspafrations at First Choice. F
Choice expects market conditions to continue ta key factor for the business and believes mangitiseturn to more historic levels duri
2010.

Economic Conditions

In the last half of 2008 and early 2009, globabremmic conditions deteriorated dramatically, encasging the U.S. residen
housing market, and global and domestic equity eratdlit markets, which resulted in reduced usageleétricity by the Company’
customers. Although New Mexico and Texas do n@nsdo be impacted as greatly as some other aredheofJnited States, wi
unemployment rates that are somewhat lower thanesteof the nation, the territories served by@wenpanys electric businesses have t
impacted by the recession and general economic townThe Company believes that electric salesimel will be relatively flat for tr
immediate future.

The unprecedented disruption in the credit marketlate 2008 and early 2009 had a significant esltvémpact on numero
financial institutions, including several of tha@dincial institutions that have dealings with thex(pany. However, at this time, the Company’
existing liquidity instruments have not been matigriimpacted by the credit environment and manasggndoes not expect that it will
materially impacted in the near future. The Conypamevolving credit facilities expire in 2011 and120and will need to be renegotiate(
replaced in order to provide sufficient liquidity inance operations and construction expendituld® availability of such
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credit facilities and their terms and conditiondl dépend on the credit markets at that time, atagethe Company’s credit ratings and
operating results.

Optim Energy

PNMR'’s 50 percent ownership of Optim Energy allaiw® participate in the operation of Optim Energ@ssets and business anc
formulation of Optim Energy’s business strategyti@® Energy owns electric generating assets in oh¢he nations growing powe
markets. In 2009, Optim Energy was affected bytinoing adverse market conditions, primarily lowtural gas and power prices, i
changed its neaerm focus. Optim Energy is currently focused ditizing cash flow from operations to reduce debt aptimizing it:
current generation assets as a staode independent power producer. The goal iso&itipn Optim Energy to optimize its performa
under current market conditions with the expectatib being able to take advantage of any econoetowery in the power and gas mar
over the next several years.

Any decisions in the future to grow capacity wiél bubject to the approval of both of Optim Enesgyiembers and will be based
many therexisting market and other factors, including thetcm acquire or construct capacity, the anticipademand for power, t
anticipated market prices for power, the ability @ost to deliver power to the anticipated markas, Optim Energy’s financial resources.

RESULTS OF OPERATIONS
Executive Summary

A summary of net earnings (loss) attributable tdviis as follows:

Three Months Ended March 31,

2010 2009 Change
(In millions, except per share
amounts
Earnings (loss) from continuing operatic $ 8.4 $ 137 $ (22.7)
Earnings from discontinued operations, net of inedaxes - 75.¢ (75.9)
Net earnings (loss) $ 8.4 $ 89.F $ (97.9
Average common and common equivalent shares odtsta 91.t 91.£ 0.1
Earnings (loss) from continuing operations pertdiflishare $ (0.09) $ 0.1t % (0.29)
Net earnings (loss) per diluted sh $ (0.09 $ 0.9¢ $ (1.09)

The components of the change in earnings (loss) frontinuing operations attributable to PNMR (irlimns) are:

PNM Electric $ 9.4
TNMP Electric 0.2
First Choice (14.5)
Corporate and Oth (13.9)
Optim Energy (3.9

Net change $ (22.1)

Detailed information regarding the changes in e®mi(loss) from continuing operations are includedhe segment informatis
below. The aftetax changes relate primarily to losses on unredlizeonomic hedges at First Choice which decreaaetings by $17.
million in 2010 compared with gains of $0.3 milliam 2009. In addition, gains at Corporate and ©the009 relating to a $9.1 million f
received upon termination of the proposed CRHC iaitipn and $4.5 million on the re-acquisition dfSF.4 million of PNMRS$ 9.25% senic
unsecured notes were partially offset by a $5.lianilgain at PNM for a settlement associated whitn Republic Savings Bank litigation
2010.
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Segment Information

The following discussion is based on the segmerthaa®logy that PNMRS management uses for making operating decisiod
assessing performance of its various businessitéesiv See Note 3 for more information on PNMR®mting segments.

The following discussion and analysis should bel i@eaconjunction with the Condensed Consolidatathficial Statements and Nc
thereto. Trends and contingencies of a materitiireaare discussed to the extent known. Refer sBisclosure Regarding Forw:
Looking Statements and to Part I, Item 1A. RisktBes.

PNM Electric

The table below summarizes operating results faviENectric:

Three Months Ended March 31,

2010 2009 Change
(In millions)

Total revenue $ 230f£ $ 232.( % (1.5
Cost of energy 86.4 101.t (15.7)
Gross margil 144.1 130.¢ 13.€
Operating expenst 108.¢ 97.t 11.2
Depreciation and amortization 22.¢ 22.L 0.4
Operating incom 12.t 10.t 2.C
Other income (deduction 16.1 1.C 15.1
Interest charges (18.7) (17.2) (0.9
Earnings (loss) before income ta 10.t (5.7) 16.2
Income (taxes) benel (2.9 3.3 (6.3
Valencia no-controlling interes (3.2 (2.6) (0.5
Preferred stock dividend requirements (0.7) (0.7) -
Segment earnings (loss) $ 432 $ (5.1 9.4

The table below summarizes the significant changéstal revenues, cost of energy, and gross margin

2010/2009 Chang

Total Cost of Gross
Revenues Energy Margin
(In millions)

Retail rate increase $ 10.€ $ 6.€ $ 4.C
Retail load, fuel and transmissi (4.0 (9.2 5.1
Unregulated margin 3.2 (6.7) 3.5
Net unrealized economic hedc (4.9 (5.5 0.€
Consolidation of Valencia PPA - (0.4 0.4
Total increase (decrease) $ (19 % (150 $ 13.€

The following table shows PNM Electric operatingeaues by customer class, including intersegmesgtinges and average numbe
customers:

Three Months Ended March 31,
2010 2009 Change
(In millions, except customer

Residentia $ 84.4 $ 731 % 10.7
Commercia 72.€ 70.C 2.8
Industrial 20.3 19.C 1.3
Public authority 4.4 4.4 -
Other retail 2.1 2.¢ (0.9
Transmissior 9.7 7.7 2.C
Firm requirements wholess 8.2 7.€ 0.€
Other sales for resa 30.€ 43.F (12.9
Mark-to-market activity (2.1) 3.2 (5.9

$ 230.F $ 232.C $ (1.9
Average retail customers (thousands) 501.( 497.¢ 3.1
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The following table shows PNM Electric GWh salesdogtomer class:

Three Months Ended March 31,

2010 2009 Change
(Gigawatt hours
Residentia 858.4 795.7 62.7
Commercia 881.2 855.¢ 25.€
Industrial 349.¢ 355.2 (5.4
Public authority 54.2 51.7 2.5
Firm requirements wholess 177.2 183.€ (6.4
Other sales for resale 541.2 1,060.: (518.9

2,862.( 3,301.¢ (439.9

The results of operations of PNM Electric are pritgadriven by the rate making decisions and othetions of the NMPRC.
2010, margins improved due to the implementatiome rates in PNM 2008 Electric Rate Case. The first phase imphéene65% of
$77.1 million nonfuel base rate increase, for retail customers extepse formerly served by TNMP, beginning July2009. PNN
implemented the remaining 35% or $27.0 million @ase on April 1, 2010.

Increases in retail loads, driven by cooler temjoees and an increase in usage per customer, hasMeigher transmission reven
from new transmission contracts, increased reveandsnargins. Decreases to revenues were drivéowayr off-system sales volumes du
lower available excess generation resulting fronlages at baseload facilities. These reductionseytenues, along with an increase
economy purchase volumes to meet load requirenvegrts offset through the FPPAC for retail customersept those customers forme
served by TNMP and certain wholesale customers.

The revenues and costs associated with Luna, Lorgshnd the Valencia PPA were included in unregdlanargins prior to Me
2009, when the costs of those plants, net ofspétem sales, began being recovered through thdategy process. In 2009, unregule
margins were negatively impacted due to the fixeohand charges associated with the Valencia PPA.

PNM Electric analyzes results associated with thieNcia PPA as costs of energy. Under GAAP, tHenta PPA is consolidate
which results in costs being reflected as operatixgenses and naontrolling interest that would have been includedost of energy if tt
Valencia PPA was not consolidated.

Increases in operating expenses are driven by ethioutage costs at Four Corners and increased eoafad) maintenance cc
incurred at SJGS due to unplanned repairs on Sam Uuit 2, higher medical and pension plan coktsier capitalized administrative a
general costs due to lower capital spending, aridarase in allocated corporate costs.

Depreciation and amortization expense increasedaiégher utility plant and amortization of certaiegulatory assets, which
partially offset by lower depreciation expense MNBS and Reeves Station due to extension of ufigéd.

Other income increases are primarily due to an $8lifon settlement associated with the Republigifgs Bank litigation and $6
million related to improved performance of the NBSsets.
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TNMP Electric

The table below summarizes the operating resutt¥ VP Electric:

Three Months Ended March 31,

2010 2009 Change
(In millions)
Total revenue $ 48.z2 $ 41z $ 7.C
Cost of energy 9.1 8.€ 0.5
Gross margir 39.1 32.¢ 6.5
Operating expenst 18.¢ 17.¢ 0.8
Depreciation and amortization 10.1 8.€ 1.5
Operating incom: 10.z 6.1 4.2
Other income (deduction 0.3 0.4 (0.0
Interest charges (7.9 (4.7) (3.9
Earnings before income tax 2.7 2.4 0.3
Income (taxes) (1.7) (1.0 (0.7)
Segment earnings $ 1€ $ 1.4 $ 0.2

The table below summarizes the significant changéstal revenues, cost of energy, and gross margin

2010/2009 Change

Total Cost of Gross
Revenues Energy Margin
(In millions)
Rate increase $ 1.3 - 9 1.3
Customer usage/loc 3.2 - 3.2
Other 225 0.5 2.C
Total increase (decrease) $ 7C $ 0 §$ 6.5

The following table shows TNMP Electric operatirgyenues by customer class, including intersegnmrenues, and average numbe
customers:

Three Months Ended March 31,

2010 2009 Change
(In millions, except customer
Residentia $ 18¢ $ 142 $ 4.5
Commercia 17.5 16.C 1kt
Industrial 3.C 3.C -
Other 8.8 7.8 1.C
$ 48.2 $ 41.2 $ 7.C
Average customers (thousanés) 228.t 228.1 0.4

@ Under TECA, customers of TNMP Electric in Texas dnahe ability to choose First Choice or any oth&PRto provid
energy. The average customers reported aboved®cl9,193 and 89,895 customers of TNMP Electrictlier three montt
ended March 31, 2010 and 2009, who have choseh Eiirsice as their REP. These customers are atdodied in the Fir:
Choice segmen
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The following table shows TNMP Electric GWh salgsdostomer class:

Three Months Ended March 31,

2010 2009 Change
(Gigawatt hour®)
Residentia 611.5 509.¢ 101.7
Commercia 476.4 460.2 16.1
Industrial 516.¢ 424.1 92.7
Other 24.¢ 25.¢ (1.0)

1,629.f 1,420.( 209.5

@ The GWh sales reported above include 249.5 and3288vhs for the three months ended March 31, 201024099 used
customers of TNMP Electric, who have chosen Firsbi€e as their REP. These GWhs are also inclu@dalbin the Firs
Choice segmen

Implementation of new rates on September 1, 20@%arincrease in retail sales associated with coemeperatures increased rever
and margins. In March 2010, TNMP filed a requestipdate its transmission rates to reflect chanigess invested capital. The requ
would increase annual rates by $5.5 million arloeiore the PUCT for approval, which is expectedanond quarter 2010.

Operating expenses increased largely from highlérirsrance premiums and losses, as well as catpallocation costs, partia
offset by lower tree trimming expenses.

Depreciation and amortization increased relatethéoamortization of Hurricane ke restoration cpsthich are covered in new ra
discussed above, and higher depreciation costsoduereases in transmission plant.

Interest charges increased primarily due to hightrest rates on longrm debt issued in March 2009. The higher cosdedit i
reflected in the rate increase discussed above.

PNM Gas

The table below summarizes the operating resultsPfdM Gas, which is classified as discontinued apens in the Condens
Consolidated Statements of Earnings (Loss):

Three Months

Ended
March 31, 2009
(In millions)
Total revenue $ 65.7
Cost of energy 44.7
Gross margir 21.C
Operating expenst 5.8
Depreciation and amortization -
Operating incom: 15.2
Other income (deduction 0.3
Interest charge (1.0
Gain on disposal 101.¢
Earnings before income tax 115.¢
Income (taxes) (40.0
Segment earnings $ 75.€

PNM completed the sale of the PNM Gas businessannaty 30, 2009. PNM Gas is reported as discomdiraperations as requil
under GAAP. PNM Gas purchased natural gas in fple® anarket and sold it at no profit to its sadesvice customers. As a result, incre
or decreases in gas revenues driven by gas castsotimpact the gross margin or operating incomENM Gas. Increases or decrease
gross margin caused by changes in ss#gsice volumes represented margin earned on thesdeof gas to customers based on regul
rates.
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As a result of the sale, the above table reflepeyations from the PNM Gas business from Janudhyaligh January 30, 2009. Mil
weather combined with lower usage-per customeraediwverall sales volumes in 2009. A pag-gain of $101.4 million, which reflects

retroactive adjustment discussed in Note 1, wasgrzed on the sale of the PNM Gas business.
First Choice

The table below summarizes the operating resultgifst Choice:

Three Months Ended March 31,

2010 2009 Change
(In millions)
Total revenue $ 114¢  $ 1222 % (7.9
Cost of energy 105.( 80.4 24.€
Gross margir 9.4 41.¢ (32.9
Operating expenst 20.4 29.5 (8.9
Depreciation and amortization 0.3 0.5 (0.3
Operating income (los! (11.9 11.€ (23.2)
Other income (deduction - - -
Interest charges (0.3 (1.0 0.7
Earnings (loss) before income ta (11.¢) 10.€ (22.€)
Income (taxes) benefit 4.2 (3.9 8.1
Segment earnings (loss) $ (7.5) $ 7C $ (14.5)
The following table summarizes the significant apesto total revenues, cost of energy, and grosgima
2010/2009 Changt
Total Cost of Gross
Revenues Energy Margin
(In millions)

Weathel $ 112 $ 75 $ 3.8
Customer growth/usac (6.2 (4.9 1.3
Retail margins (23.0 (6.3 (6.7)
Trading margin: 0.1 - 0.1
Unrealized economic hedges - 28.2 (28.9)
Total increase (decrease) $ (7.8 $ 24€ $ (32.4)

The following table shows First Choice operatingerues by customer class, including intersegmesmtnges, and actual numbe

customers:
Three Months Ended March 31,
2010 2009 Change
(In millions, except customer
Residentia $ 740 $ 76.C $ 1.3
Mass-market 4.2 8.3 (4.7
Mid-market 30.€ 32.1 (1.2
Trading gains (losse: - (0.7 0.1
Other 4.€ 5.8 (1.3
$ 1142 1222 $ (7.9
Actual customers (thousandsy) 221. 246.7 (25.9)

(' See note above in the TNMP Electric segment dissustbout the impact of TEC/

(. Due to the competitive nature of First Chagcbusiness, actual customer count at March 3leisepted in the table above :
more representative business indicator than theageecustomers that are shown in the table for TNdM§2omers
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The following table shows First Choice GWh elect@es by customer class:

Three Months Ended March 31,

2010 2009 Change
(Gigawatt hours®
Residentia 550.1 501.¢ 48.%
Mass-market 26.€ 42.C (15.9)
Mid-market 251.2 248.i 2.5
Other 2.C 2.2 (0.3

829.¢ 794.¢ 35.1

(1 See note above in the TNMP Electric segment dision about the impact of TEC

During 2010, favorable weather and increased MWissaere offset by a decrease in the average petEsand a reduction in t
number of customers resulting in decreased operativenues compared to 2009. Lower purchasedmposts and fewer customers in 2
resulted in decreased cost of energy.

First Choice manages its exposure to fluctuationsnarket energy prices by matching sales contradtis supply instrumen
designed to preserve targeted margins. Accordiriigt Choice has forward energy contracts in @lamccover the future load requireme
for most of its fixed price sales contracts. Gain$osses on unrealized economic hedges reprebanges in unrealized fair value estim
related to these forward energy contracts. Chamgtee fair value of supply contracts that are designated or are not eligible for hedg
normal purchase/sales accounting are marked toen#ttkough current period earnings as required BAR During the first quarter
2010, market energy prices decreased significanthjch resulted in GAAP losses on certain of F@hbice's forward supply contracts. F
Choice is not required to mark the related fixetgsales contracts to market, which would likdipw offsetting gains as market ene
prices decrease. First quarter losses on unreadizenomic hedges decreased segment earnings 8/fftlfon in 2010 compared with gai
of $0.5 million in 2009. These mark-tnarket losses are not necessarily indicative ofatmeunts that will be realized upon settlemel
the retail margin First Choice will realize.

The allowance for uncollectible accounts and reldtad debt expense is based on collections and-wffitexperience. In late 200!
and early 2009, the customer default rates expeibiwere significantly above historic levels duentacroeconomic conditions, higl
average final bills, and an increase in customenrrth Recently, lower customer departures, lower defeatiés and significantly low
average final bills attributable to lower salexpshave reduced bad debts. As a result, bad debhegpe the first quarter of 2010 was
million lower than in 2009. This reduction can partially attributed to several initiatives undéea by management to reduce bad
expense. These initiatives include efforts to oedilne default rate experienced for customers kimigcto another REP and increased foct
identifying new customer prospects that are mdtelyi to demonstrate desired payment behavkrst Choice is focusing its marketi
efforts on commercial customers and customers @gthblished payment patterns. First Choice hasiatseased the credit score require
become a customer and expanded the circumstancese vdustomers are required to provide advance deptms obtain service,
both. In addition, possible regulatory changesuager discussion with the PUCT that would impedeistomer's ability to switch REPs u
past due balances are paid.

First Choice had lower customer acquisition expsmse support services costs in the first quafte0d0 compared 2009.
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Corporate and Other
The table below summarizes the operating result€fmporate and Other:

Three Months Ended March 31,

2010 2009 Change
(In millions)
Total revenue $ 9.6) $ 9.5) $ (0.3
Cost of energy (9.5 (9.9 (0.2)
Gross margil (0.2) (0.2 0.1
Operating expenst 3.9 (6.2) 2.¢
Depreciation and amortization 4.1 4.5 (0.5)
Operating income (los (0.9 1.4 (2.3
Equity in net earnings (loss) of Optim Ene! (4.4 1.4 (5.7)
Other income (deduction (1.9 20.2 (21.€)
Interest charges (5.2) (6.€) 1.t
Earnings (loss) before income ta: (11.7) 16.4 (28.7)
Income (taxes) benefit 4.8 (6.1) 10.¢
Segment earnings (loss) $ (7.0 $ 102 $ (17.9)

The Corporate and Other Segment includes consmlid&iiminations of revenues and cost of energwbeh business segme
primarily related to TNMP’s sale of transmission Rost Choice. Corporate and Other also includasitgdn Optim Energys results ¢
operations, which are further explained below.

Other operating expenses increased in the thre¢hsiended March 31, 2010 compared to 2009 primedriy/ to credits of $2.4 millic
related to elimination of operating lease experad py PNM to PNMR related to a portion of PVNGSitLth which was transferred to PN
in July 2009. This amount is offset in PNM Electri

Depreciation expense decreased $0.5 million irthhee months ended March 31, 2010 compared to R0aed to a decrease in a:
base, primarily resulting from the transfer of atjpm of PVNGS Unit 2 to PNM in July 2009.

Other income and deductions decreased in 2010 aeehpa 2009 primarily due to a $15.0 million feegwed upon termination of t

CRHC acquisition agreement and a gain of $7.5 anilbn the re-acquisition of $157.4 million of PNMFR8.25% senior unsecured notes,
of which occurred in 2009.

Interest charges decreased in 2010 compared to 20®@rily due to lower long-term borrowings dueth@ reacquisition of $157.
million of PNMR’s 9.25% senior unsecured notes,chhbccurred in February 2009, and lower short-teomowings.
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Optim Energy
The table below summarizes the operating result®fdim Energy:

Three Months Ended March 31,

2010 2009 Change
(In
millions)
Total operating revenut $ 105.¢ $ 78.4 $ 27.2
Cost of energy 77.2 45.2 32.1
Gross margir 28.2 33.2 (4.9
Operating expenst 19.5 19.¢ (0.9
Depreciation and amortization 12.1 7.7 4.4
Operating income (lost (3.9 5.7 (9.0
Other income (deduction 0.1 0.1 0.C
Interest charges (4.7) (2.5) (2.2)
Earnings (loss) before income ta (7.9 3.3 (11.2)
Income (tax) benefit on margin - (0.2) (0.2)
Net earnings (loss) $ 8.0) $ 31 $ (11.7)
50 percent of net earnings (lo! $ 4.0 % 1€ $ (5.6
Plus amortization of basis difference in Optim Eye (0.9 (0.2 (0.2)
PNMR equity in net earnings (loss) of Optim Energy $ (4.9 $ 14 $ (5.9

Optim Energy’s current strategy and nézmm focus is on utilizing cash flow from operatoto reduce debt and optimizing
generation assets as a stahohe independent power producer. The goal isogitipn Optim Energy to optimize its performanceti

current market with expectation of being able teetadvantage of any economic recovery in the p@amedrgas market over the next sev
years.

Optim Energy’s management evaluates the resultgpefations on an ogeing earnings before interest, income taxes, dégtien
amortization, mark-to-market, and certain othemie(*On-going EBITDA") basis. Altura (Twin Oaks), Altura Cogen, and CeBayou ¢
generating stations comprise Optim Enesggbre business. Revenue related to power sakbgparchases is included net in opere
revenues. Costs related to fuel purchases ansl aadaecorded net in cost of sales.

The addition of Cedar Bayou 4 increased generdtimm 1,157 GWh for the three months ended March28D9 to 1,616 GWh
2010. Commercial optimization of generation, imsed wind generation in Texas, and vpalsitioned assets resulted in an increa:
ancillary revenues of $4.3 million in 2010 compated2009. This increase was partially offset bgess emission sales of $1.8 mill
realized in 2009 that did not recur in 2010. Idiidn, Optim Energy has a lortgrm capacity contract that triggers higher ratbgnvsale
volumes decline. In the three months ended Malg2809, Optim Energy recognized revenue of $1l6amiunder this provision. In 201
the customer's industrial production increasedthade payments have returned to their lower peicels.

Ongoing EBITDA excludes purchase accounting amoitpatncluded in gross margin related to out of nedéirkontracts ar
emission allowances that were recorded at the sitigmi of Altura and Altura Cogen. Amortizationlated to out of market contra
decreased total operating revenues $4.0 millio20h0 and $3.1 million in 2009. Amortization fortanf market contracts will contini
through the expiration of each contract, whichG4@ for Altura and 2021 for Altura Cogen. In adatit 2010 and 2009 cost of energy ¢
includes $1.3 million of amortization related toission allowances acquired in the acquisitionse @mortizations for emission allowan
are recorded as the allowances are used in planatipns, sold or expire.

Ongoing EBITDA excludes interest expense and depitiecia Construction of Cedar Bayou 4 was complétedune 2009. Opti
Energy capitalized $1.6 million of interest in 20@%ated to this development, resulting in a 2Gidease in interest expense. Depreciatit
Cedar Bayou 4 began after completion and amount&d.® million in the three months ended MarchZ11,0. Other asset additions in 2
and shortened asset lives resulted in the additde@eciation increases.
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Optim Energy has a hedging program that covers ki-iyear period. The level of hedging at any givenetivaries depending
current market conditions and other factors. Ecwinchedges that do not qualify for or are not deatgd as cash flow hedges or noi
purchases/sales are derivative instruments thategrgred to be marked to market. On-going EBIT&®+ludes the forward mark-toarke
gains of $4.3 million for 2010 and $9.4 for 2009.

LCC is Optim Energys counterparty in several agreements for powerséeain sales. In addition, LCC leases Optim En#rgytanc
for the Altura Cogen facility and provides otherees, including water, to that facility. On Jamy 6, 2009, LCC filed for bankrupt
protection under Chapter 11 of the U.S. Bankru@oge. The preetition amount due from LCC is immaterial and Vil reserved as «
December 31, 2008. LCC has continued to perfordeuthe existing contracts since the filing. L&®ankruptcy plan was confirmed by
bankruptcy court on April 23, 2010. LCC has filemcdments with the bankruptcy court indicating itent to assume its contracts with All
Cogen. As part of this process, LCC is requiredui® prepetition defaults under its contracts with Alturagen. Altura Cogen and LCC i
negotiating the terms of a stipulation to cure ¢hesfaults.

The contribution of Altura created a basidad#nce between PNMR’recorded investment in Optim Energy and 50 pérot
Optim Energys equity. The PNMR net earnings impact does natkg0 percent of the Optim Energy amortizationduse of this bas
difference. While the portion of the basis diffece related to contract amortization will only dooe through 2010, other basis differen
including a difference related to emission allones)cwill continue to exist through the life of tidtura plant. The basis differer
adjustment detailed above relates primarily to i@mttamortization with insignificant offsets reldt¢éo the other minor basis differel
components.

LIQUIDITY AND CAPITAL RESOURCES
Statements of Cash Flows
The changes in PNMR’s cash flows for the three mm®ehded March 31, 2010 compared to 2009 are sumadas follows:

Three Months Ended March 31,

2010 2009 Change
(In millions)
Net cash flows from
Operating activitie: $ (139 $ (15.9) $ 2.C
Investing activities (54.7 560.7 (614.¢)
Financing activities 81.7 (615.6) 697.:
Net change in cash and cash equivalents $ 142 $ (70.2) $ 84.t

The change in PNMR' cash flows from operating activities reflects mnmd results of operations at PNM and TNMP in 2
primarily due to the impact of rate increases.0A@ the operating results of First Choice wereatiggly impacted by $27.8 million of mark-
to-market losses on derivative contracts, which dameptct cash flows from operations. Lower intepesgments resulting from reduced ¢
as discussed below also had a favorable impacedses were offset by increased collateral reqaintsrat PNM and First Choice in 2010.

The changes in cash flows from investing activitie&te primarily to the proceeds from the salePdfM Gas in 2009. Reduc
construction expenditures in 2010, mostly at PNMrewvpartially offset by increased payments fortegsf way renewals.

The changes in cash flows from financing activitielate primarily to the use of the proceeds from dale of PNM Gas to retire short-
term borrowings at PNM and PNMR, as well as th@awtent of longierm borrowings at PNMR in 2009. At TNMP, the retivent of bot
short-term and long-term borrowings was financechew long-term borrowings in 2009. In 2010, shertn borrowings were used to ft
continuing construction expenditures.
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Financing Activities

See Note 7 for information concerning the Compariiancing activities during the three months ehtitarch 31, 2010. Addition
information on the Compang’financing activities is contained in Note 6 oftd®to Consolidated Financial Statements in thed 208nua
Reports on Form 10-K.

Capital Requirements

Total capital requirements consist of constructexpenditures and cash dividend requirements féih bommon and preferr
stock. PNMRS Series A convertible preferred stock is entitedeceive dividends equivalent to any dividendsl pggn PNMR common stox
as if the preferred stock had been converted iotonson stock. The main focus of PNMRCurrent construction program is upgra
generation resources, constructing renewable enmespurces to be owned by PNM, upgrading and expgrttle electric transmission &
distribution systems, and purchasing nuclear fégbjections, including amounts expended throughrchla3l, 2010, for total capi
requirements for 2010 are $331.3 million, includicgnstruction expenditures of $285.1 million. Tatapital requirements for the ye
20102014 are projected to be $1,770.4 million, inclgdiconstruction expenditures of $1,509.8 milliorhe$e amounts do not inclt
forecasted construction expenditures of Optim Eneithese estimates are under continuing reviewsattjlect to orgoing adjustment,
well as to Board review and approvallNMP is planning to undertake a project to install advanced metering system for custome
serves. This would entail an investment of apprately $70 million, which is not included in theosle numbers and has not yet
approved by the Board. TNMP will not commit to sthproject before the method of recovery of the stwent is authorized by t
PUCT. TNMP anticipates making a filing with the €U in the second quarter of 2010 to request thikaization. During the first thre
months of 2010, the Company utilized its liquidityangements, to meet its capital requirementfydireg construction expenditures.

In April 2010, PNMR and ECJV each made an equitytigoution to Optim Energy of $15.0 million in cas®PNMR and ECJV als
agreed to make additional cash contributions duf@dg0 that would aggregate approximately $5.0 arilfrom each owner. Optim Enel
used the equity contributions to reduce amountstantling under its bank financing arrangement aitichlso use the additional contributic
to reduce debt .If Optim Energy undertakes additional projects, abhrequire funds that would exceed the capacititoturrent cred
facility and Optim Energy is unable to obtain agtdigl financing capabilities, PNMR and ECJV mayas&ed to provide additional fundil
but such funding would be at the option of PNMR &@JV and no assurance can be given that suchrigndil be available to Optil
Energy. PNMR is unable to predict if additionahfiing will be required or, if required, the amownttiming of additional funds that wot
be provided to Optim Energy.

Liquidity

PNMR’s liquidity arrangements include the PNMR Facilityd the PNM Facility both of which primarily expine 2012 and tr
TNMP Revolving Credit Facility, which expires in Ap2011. These facilities provide shaerm borrowing capacity and also allow letter
credit to be issued, which reduce the availableci#p under the facilities. These credit facibtieill need to be renegotiated or replaced |
to their expirations in order to provide sufficidigfuidity to finance operations and constructiopenditures. The availability of such cre
facilities, including their amounts for borrowingereunder and their terms and conditions, will delpen the credit markets at that time
well as the Compang’credit ratings and operating results. Both PNt PNM also have lines of credit with local fineénstitutions. A
of April 30, 2010, the Company had short-term driistanding of $309.0 million at an average interate of 1.10%.

Although accessing the capital markets at theeciitime could be difficult as well as costly, 8empany currently believes that
internal cash generation, existing credit arrangemeand access to public and private capital nisnkél provide sufficient resources to m
the Companys capital requirements. To cover the differencghi@ amounts and timing of cash generation and ceghirements, tt
Company intends to use shoetm borrowings under its current and future lidyidrrangements. However, if market difficultiesperience
during the recession resurge or worsen, the Compaeny not be able to access the capital marketemew credit facilities when th
expire. In such event, the Company would seekrprove cash flows by reducing capital expenditied PNM would consider seek
authorization for the issuance of first mortgagedmin order to improve access to the capital markes well as any other alternatives
may remedy the situation at that time.
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In addition to its internal cash generatidre Company anticipates that it will be necessanghitimin additional longerm financiny
in the form of debt refinancing, new debt issuaneesl/or new equity in order to fund its capitaju#ements during the 2010-2014 period.

The Company ability, if required, to access the credit anplitzdh markets at a reasonable cost and to prowddether capital nee
is largely dependent upon its ability to earn a faturn on equity, its results of operations,dtedit ratings, its ability to obtain requil
regulatory approvals and conditions in the finahoiarkets. The credit ratings for PNMR, PNM, andMP are set forth under the heac
Liquidity in the MD&A contained in the 2009 AnnuBleports on Form 10-K. On March 9, 2010, Moadsévised its outlook to stable fri
negative for PNMR, PNM, and TNMP. In addition, Miyts upgraded the senior secured obligations of PN&Baal from Baa2. All otk
credit ratings remain unchanged.

A summary of liquidity arrangements as of April 2010 is as follows:

PNMR PNM TNMP PNMR
Separate Separate Separate Consolidated
(In millions)
Financing Capacity
Revolving credit facility $ 568.C $ 400.C $ 75.C $ 1,043.(
Local lines of credit 5.C 5.C - 10.C
Total financing capacity $ 573.C $ 405.C $ 75.C $ 1,053.(
Amounts outstanding as of April 30, 20:
Revolving credit facility $ 101.C $ 208.C $ - $ 309.(
Local lines of credit - - - -
Total shor-term debt outstandin 101.C 208.( - 309.(
Letters of credit 73.1 13.c 0.3 86.7
Total short—-term debt and letters of credit $ 1741 $ 2212 % 03 $ 395.7
Remaining availability as of April 30, 2010 $ 398.¢ $ 1837 $ 740 $ 657.:
Invested cash as of April 30, 2010 $ 154 $ 922 §$ - $ 24.1

The above table excludes intercompany debt. Eneaining availability under the revolving creditifdies varies based on
number of factors, including the timing of collexts of accounts receivables and payments for aai&in and operating expenditures. L
was a lender under the PNMR Facility and the PNNilfa LBH, the parent of LBB, has filed for banlptcy protection. Subsequent to
bankruptcy filing by LBH, LBB declined to fund a tvowing request under the PNMR Facility. In Mar2810, the PNMR Facility wi
amended to remove LBB as a lender and reduce thlecpacity under the PNMR Facility from $600.0liom to $568.0 million. In additic
to the reduction in the PNMR Facility related toB,Bhe PNMR Facility and the PNM Facility will rede by $26.0 million and $14.0 milli
in 2010 and an additional $25.0 million and $18.lliom in 2011 according to their terms. The Compaloes not believe amending
PNMR Facility to remove LBB or the scheduled redurin the facilities will have a significant impaan PNMR’s and PNM'’s liquidity.

For offerings of debt securities registered with 8EC, PNMR has an effective shelf registratiotestent expiring in April 2011. Tt
shelf registration statement has unlimited avalilgband can be amended to include additional g8esr subject to certain restrictions i
limitations. PNMR can offer new shares of PNMR ooom stock through the PNM Resources Direct Plareursdseparate SEC st
registration statement that expires in August 20ib2April 2008, PNM filed a new shelf registratistatement for the issuance of up to $7
million of senior unsecured notes that expires prill2011. As of April 30, 2010, PNM had $600.0lliloh of remaining unissued securit
registered under this and a prior shelf registrasimtement.
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As discussed above and in Note 7, disruption enditedit markets has had a significant adverse éinpa a humber of financi
institutions and several of the financial institut$ that the Company deals with have been impattediever, at this point in time, t
Company’s liquidity has not been materially impacéemd management does not expect that it will beenadly impacted in the near-future.

Off-Balance Sheet Arrangements

PNMR’s off-balance sheet arrangements incleBN&’s operating lease obligations for PVNGS Units 1 anthe EIP transmissi
line, and the entire output of Delta, a gas-firederating plant. These arrangements help ensukkthR&l availability of lowereost generatic
needed to serve customers. See MD&A — Bdfance Sheet Arrangements and Note 7 of Noteotsdlidated Financial Statements in
2009 Annual Report on Form 10-K.

Commitments and Contractual Obligations

PNMR, PNM, and TNMP have contractual obligationslfmg-term debt, operating leases, purchase diigs and certain other long-
term liabilities. See MD&A — Commitments and Cowctraal Obligations in the 2009 Annual Reports onnfFao-K.

Contingent Provisions of Certain Obligations

As discussed in the 2009 Annual Reports on FornK, l@NMR, PNM, and TNMP have a number of debt obligati@and othe¢
contractual commitments that contain contingentvisions. Some of these, if triggered, could afféet liquidity of the Company. T
contingent provisions include contractual incredaethe interest rate charged on certain of the @amy’s shorterm debt obligations in tl
event of a downgrade in credit ratings and theireqent to provide security under certain contracagreements. The Company believe
financing arrangements are sufficient to meet dggiirements of the contingent provisions.

Capital Structure

The capitalization tables below include the curraeaturities of long-term debt, but do not inclugeeating lease obligations as debt.

December
March 31, 31,
2010 2009
PNMR
PNMR common stockholde’ equity 49.2% 49.6%
Convertible preferred stoc 3.C% 3.C%
Preferred stock of subsidia 0.2% 0.2%
Long-term debt 47.4% 47.1%
Total capitalization 100.(% 100.(%
PNM
PNM common stockhold’s equity 52.(% 51.%%
Preferred stoc 0.5% 0.5%
Long-term debt 47.5% 47.6%
Total capitalization 100.(% 100.(%
TNMP
Common stockholder's equi 59.4% 59.2%
Long-term debt 40.6% 40.7%
Total capitalization 100.(% 100.(%
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OTHER ISSUES FACING THE COMPANY
Climate Change Issues
Background

In 2009, PNMRS interests in generating plants, through PNM aptin® Energy, emitted approximately 9.6 million mettons o
carbon dioxide, the vast majority of its GHG. Bymgparison, the total GHG in the United States i@&Qhe latest year for which the E
has compiled this data, were approximately 7.0doilimetric tons, of which approximately 5.9 billionetric tons were carbon dioxic
Electricity generation accounted for approxima@l billion metric tons of the carbon dioxide enuss.

PNM has several programs underway to mitigate i&Gand thereby to reduce its climate change ri&&e Note 10. On January
2010, PNM filed with the NMPRC its revised renewalprocurement plan that, if approved, will resultup to 80 MWs of new sol
generation on PNM system by the end of 2013. In 2008, PNM fileguests for approval to implement additional eleatmergy efficienc
and load management programs with the NMPRC, whjgbroved the programs in May 2009. Over the n8xydars, PNM projects t
expanded energy efficiency and load managementramgy will provide the equivalent of approximately,d00 GWh of electricity, whic
will avoid at least 1.8 million metric tons of C{based upon projected emissions from PNM'’s sysigde- portfolio with and without the

programs. These estimates are subject to change given tigtlifficult to accurately estimate avoidance hemaof the many variables t
impact it, including changes in demand for elediyic

The Board is updated by management and regulamgiders the issues around climate change, our GhiGpatential financi:
consequences that might result from potential fedand/or state regulation of GHG. In particul@m@nagement periodically reports to
Board on all of the matters discussed in this eactin December 2008, the Board established astamdalone committee, the Public Pol
and Sustainability Committee. This committee masit€ompany practices and procedures to assessufiteinability impacts of o
operations and products on the environment. Thisrittee also has responsibility to review the Camys environmental managem
systems, monitor the implementation of the Compamgrporate environmental policy, monitor the prtioro of energy efficiency, and t
use of renewable energy resources. The commigfsats to the Board on a periodic basis regardieg@ompanys activities and initiative
in these areas.

EPA Regulation

In April 2007, the U.S. Supreme Court held that BRRA has the authority to regulate GHG under thea@IAir Act. This decisio
coupled with an increased focus in the Obama adnétiion and Congress on legislation to addressaté change, has heightened
importance of this issue for the energy indust#lthough there continues to be debate over thaildednd best design for state and fec
programs, increased state and federal legislatideregulatory activities calling for regulation @GHG indicate that climate change protec
legislation and regulation are likely in the future

In July 2008, the EPA published the Greenhouse Ah@nced Notice of Proposed Rulemaking. The eoiitentified, but did n
choose among, options for GHG regulation and regdesomments on the options presented. Absentr@ssignal action, in due course
Company expects the EPA to adopt regulations ngjat GHG.

In December 2009, the EPA released its final eneiangnt finding stating that the atmospheric conmagioins of six key greenhot
gases (carbon dioxide, methane, nitrous oxidesiafiydrocarbons, perfluorocarbons, and sulfur hiexafde) endanger the public health
welfare of current and future generations. Thdifig does not by itself impose any requirementpmducers of GHG, but the finding d
set the groundwork for the EPA to regulate GHG frosw and existing stationary sources such as p@iaerts and for new mot
vehicles. The EPA proposed several rules reggaBrIG in anticipation of the final endangermentfilg. In September 2009, the E
proposed GHG motor vehicle standards. The finahddrds were issued on April 1, 2010. Althoughnprigation of the motor vehic
standards triggers the applicability of PSD andrageg permit (“Title V") requirements for stationary sources that emit GHBA
concluded, in their reconsideration of when GHGutaetion under the PSD program will commence, th@DRrogram requirements v
apply to GHG upon the date the motor vehicle stedslactually take effect. EPA stated those statsdaill take effect when the 2012 mo
year begins which is no earlier than January 2120he reconsideration did not specify which sosi
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would be regulated in January 2011. This same aapéies to operating permits. With respect to RS8O operating permit requirements,
EPA proposed a rule (known as the “tailoring rulégiat would limit applicability to large facilitiesmitting over 25,000 metric tons of Gi
per year. The proposed rule would require thesstieg large facilities that undertake a projedtthesults in a significant emissions incre
to obtain air permits that demonstrate they aregushe best available control technology (“BACTY minimize GHG. Each of tl
Company’s fossil-fueled electric generating plagnsits over 25,000 metric tons of GHG per year. fihal version of the EPA tailoring
rule has not yet been promulgated.

EPA regulation of GHG from large stationary souregt impact PNM’s operations due to the Companggtiance on fossifuelec
electric generation. The impact to PNM is unkndvatause the regulatory requirements, including vidhabnsidered BACT, are not '
defined but could involve investments in efficienmprovements and/or control technologies at tlssifdueled generating plants.

Federal Legislation

In addition, several legislative initiatives areden consideration in Congress that would reguldt85GThese initiatives range frc
general limitations on GHG to the imposition ofacalled “cap and tradesystem to the imposition of a tariff on GHG. lisclear whethe
or when legislation will be passed, although thea®@bh administration and several leading membersoofgess continue to express t
intent to pass legislation.

In June 2009, the U.S. House of Representativesedald.R. 2454, the American Clean Energy and Sgcfat of 2009. This bil
commonly referred to as the Waxman-Markey Billuifimately passed into law, would establish an ecoyrwide program, with cap al
trade as its cornerstone, regulating GHG. Thedeiffines specific emissions reductions requiremantstimelines, provides for the alloca
of free allowances to electric utilities in the lgayears of the program to help mitigate cost intpdo ratepayers and allows for complie
flexibility through cost control mechanisms incladithe establishment of an offset program thatfwither help mitigate costs to consumers.

On November 5, 2009, the Senate Environment antdcdPiorks Committee reported the Clean Energy Juois American Power A
(“S. 1733") out of committee. While the bill isdadly similar to the climate change framework ie WaxmanMarkey Bill, there ar
significant differences, including a more aggressBHG reduction target for 2020. It appears ufyikieat S. 1733 has the bipartisan sup
required to pass the Senate. Consequently, singerhber 2009, Senator Kerry (D, MA), an originasponsor of S. 1733, Senator Gral
(R, SC) and Senator Lieberman (I, CN) have beerkiwgrtogether to develop climate change legislatizat could attract the bipartis
support necessary for enactment.

The Company has assessed, and continues to aksesspacts of potential climate change legistatio regulation on its busine
This assessment is preliminary, and changes ifetislative or regulatory process could impactdhsessment significantly. The Company’
assessment includes assumptions regarding thefisp@tiG limits, the timing of implementation of the limits, the level of emissic
allowances allocated and the level that must behased, the development of technologies for renenaiergy and to reduce emissions
cost of emissions allowances, the degree to whifsets may be used for compliance, and provisiamscbst containment. Moreover,
assessment assumes various market reactions suelithasespect to the price of coal and gas andoregi plant economics. The
assumptions, at best, are preliminary and spevgalatHowever, based upon these assumptions, trenesmat of climate change legislat
would likely, among other things, result in sigo#nt compliance costs, including significant cdptependitures by the Company, and c
jeopardize the economic viability of certain genieiafacilities. For example, see the discussibRraur Corners in Note 9 under the cap
The Clean Air Act -Regional Haze. In turn, these consequences weald to increased costs to customers and couldt aisalts
operations, cash flows, and financial conditiorthé incurred costs are not fully recovered througgulated rates. Higher rates could
contribute to reduced demand for electricity. TPmmpanys assessment process is ongoing but too prelimawadyspeculative at this tit
for the meaningful prediction of financial impact.

USCAP

In 2006, the Company became a founding membereotUthited States Climate Action Partnership (“USCAR’coalition currentl
consisting of 35 businesses and national envirotehenganizations calling on the federal governmengnact national legislation to red
GHG at the earliest practicable date. USCAP sglda
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A Call To Action , a set of principles and recommendations outlidngplicy framework for federal climate protectilegislation in Janua
2007, and released iBlueprint for Legidative Action to the U.S. Congress and the Obama Administration in January 2009. It is t
Company’s longstanding position that a mandatorgnemy-wide, marketiriven approach that includes a cap and trade anegcombine
with other complementary state and federal poljcissthe most cost effective and environmentallficefnt means of addressing Gl
reductions. In addition, by eliminating the redats uncertainty of GHG regulation, a properly desid federal program could result in cl
energy investment and allow utilities to make infied longterm investments. The Company intends to contimoeking with USCAF
government agencies, and Congress to advocatederdl action to address this challenging enviraniaiéssue that is closely linked with
U.S. economy, energy supply, and energy securibe Basic framework of the part of the Waxnmdarkey Bill described above tt
addresses global warming is consistent with theénaork proposed by USCAP in iBueprint for Legislative Action .

Sate and Regional Activity

Pursuant to New Mexico law, each utility must sitbam integrated resource plan to the NMPRC evhrget years to evalu:
renewable energy, energy efficiency, load managénuistributed generation and conventional supgitie resources on a consistent
comparable basis. The integrated resource plaggisired to take into consideration risk and uraiety of fuel supply, price volatility at
costs of anticipated environmental regulations whealuating resource options to meet supply neéddNd’s customers. The NMPF
issued an order in June 2007, requiring that Newisdeutilities factor a standardized cost of carlemnissions into their integrated resot
plans using prices ranging between $8 and $40 eériarion of CO, emitted and escalating these costs by 2.5% per yé=aer the NMPR

order, each utility must analyze these standardizies as projected operating costs in 2010 aaké#fter. Reflecting the developing na
of this issue, the NMPRC order states that theggeprmay be changed in the future to account falitatal information or chang:
circumstances. PNM is required, however, to beseé prices for purposes of its integrated resopiac® and the prices may not reflect
costs that it ultimately will incur. The publicvolvement phase of PNM’s next integrated resoptae will begin by July 2010.

In December 2008, New Energy Economy (“NEE”"), a4poofit environmental advocacy organization, petigd the New Mexic
Environmental Improvement Board (“EIB® amend existing regulations and adopt new reigustthat would reduce GHG from sour
regulated by the State of New Mexico. The EIB oedelegal briefs to be filed on the issue of the 'BIButhority to regulate GHG. Af
review of the briefs and a hearing in April 2009 t£IB decided it does have authority to regulatésG On January 13, 2010, PNM al
with a diverse group of New Mexico businesses slatprs, and agriculture interests filed a lawsustate court requesting a preliminary
permanent injunction enjoining the EIB from condugtfurther proceedings on the NEE petition basedahallenge of the EIB’authorit
to regulate GHG as proposed in the NEE petiti@n April 13, 2010, the state court granted theimielry injunction requested in t
lawsuit, prohibiting the EIB from conducting furthproceedings on the NEE petition pending a finding on the question of the EIB’
authority to regulate GHG.

Seven western states, including New Mexico, andett@anadian provinces have entered into an accalldd the Western Regiol
Climate Action Initiative (the “WCI")to reduce GHG from automobiles and certain indestrincluding utilities. The WCI released de:
recommendations for elements of a regional capteadke program in September 2008, and has createglabesubcommittees to deve
detailed implementation recommendations. The sulbtittees are slated to complete their work in 20W@der the WCI recommendatio
GHG from the electricity sector and fossil fuel samption of the industrial and commercial sectoitktve capped at then current levels
subject to regulation starting in 2012. Over tipmducers will be required to reduce their GHBplementation of the design elements
GHG reductions will fall to each state and provinte New Mexico, the Company believes this wiljuée new legislation and rulemaking.

In February 2009, a bill was introduced in theMNdexico legislature proposing to require the inmpéntation by EIB of a cap a
trade system designed to reduce GHG. This legisiatied in committee during the session. The Nesxibb House of Representatives
pass a memorial, which requests the New Mexico dlative Council to direct the appropriate committeestudy the WCI final desig
recommendations as well as federal proposals mglat reducing GHG. The memorial is a study of aetp and not a regulation. 1
memorial further states that the committee is retpeeto report its findings and recommendatiorthéodNew Mexico legislature by Decem
2010.
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In January 2010, a similar bill was introducedtia New Mexico House of Representatives that woalcelallowed EIB to adopt rul
for implementing particular portions of WCI, inciad rules of early reduction allowances, offsevathnces and mandatory reporting of C
for persons importing electricity or heating omisportation fuels. The bill was tabled in commitéggere it died. In March 2010, the NMI
announced a process that will result in NMED retjnggthat the EIB adopt rules required to implemamClI cap and trade program. 1
proposal faces the same question of the EIB’s aityhto regulate GHG that will be addressed in HieE lawsuit. Based on the cowrtuling
in the NEE case and the inability to pass a stategional cap and trade program through the $agjislature, the Company does not bel
that state regulation of GHG is likely at this timmed therefore anticipates no impact from the psedoNew Mexico legislation a
regulations.

Impact of International Accords, Indirect Consequences, and Physical Impacts

Approximately 82.8% of PNM’s owned and leased getieg capacity consists of coal or dgasd generation that produces GHG,
of which is located within the United States. Toenpany does not anticipate any direct impact fammy near term international accords.
of Optim Energys owned generation produces GHG and is locatedniitte United States. Based on current forecéis¢ssCompany do:
not expect its output of GHG to increase signiftbam the neaterm. Many factors affect the amount of GHG, inlihg plant performanct
For example, if PVYNGS experienced prolonged outagemay require PNM to utilize other power suppBsources such as gfed
generation, which could increase GHG. Becausaipfiependence on fosdileled generation, any legislation that imposeisnét br cost ol
GHG will impact the cost at which we produce eliedty. While PNM expects to be entitled to recover thatdbrough rates, the timing ¢
outcome of proceedings for cost recovery is ungertln addition, to the extent that we recover additional costs through rates,
customers may reduce their demand, relocate fasilib other areas with lower energy costs or taker actions that ultimately will advers
impact us.

Given the geographic location of our facilities anubtomers, we generally have not been exposduetextreme weather events
other physical impacts commonly attributed to clienehange, with the possible exception of droughtions periodically, and we gener:
do not expect physical changes to be of materiabeguence to us in the ngarm. Drought conditions in northwestern New Mexamulc
impact the availability of water for cooling coalapts. Water shortage sharing agreements have ibeplace since 2003, although
shortage has been declared due to sufficient sramk jm the San Juan Basin. PNM also has a suppkameater contract in place with
Jicarilla Tribe to help address any water shortdigen primary sources. The contract expires DecerBhe2016.

Other Matters

See Notes 9 and 10 herein and Notes 16, 17 and ##i2009 Annual Reports on Form 10fd€ a discussion of commitments
contingencies, rate and regulatory matters and@mviental issues facing the Company.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The preparation of financial statements in acaocdawith GAAP requires Company management to saedtapply accountit
policies that best provide the framework to reploet results of operations and financial positionFoIMR, PNM, and TNMP. The select
and application of those policies requires manageritemake difficult, subjective and/or complex gudents concerning reported amount
revenue and expenses during the reporting periddrenreported amounts of assets and liabilitigkeatlate of the financial statements. .,
result, there exists the likelihood that materiaifferent amounts would be reported under diffemnditions or using different assumptions.

As of March 31, 2010, there have been no significdranges with regard to the critical accountingjcges disclosed in PNMR,
PNM'’s, and TNMP’s 2009 Annual Reports on FormsKLOThe policies disclosed included unbilled revesiuregulatory accountir
impairments, decommissioning costs, derivativessjpm and other postretirement benefits, accourfingontingencies, income taxes,
market risk.
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MD&A FOR PNM
RESULTS OF OPERATIONS

PNM'’s continuing operations are presented in the PN&¢tEE segment, which is identical to the segmees@nted above in Rest

of Operations for PNMR. PNM'discontinued operations are presented in the Ed&segment, which is identical to the total eagmifnon
discontinued operations, net of income taxes, showthe Condensed Consolidated Statements of Egmrian both PNM and PNMR. S
Note 14.

MD&A FOR TNMP

RESULTS OF OPERATIONS

TNMP operates in only one reportable segment, TNB#Rtric, as presented above in Results of Opersifior PNMR.

DISCLOSURE REGARDING FORWARD LOOKING STATEMENTS

Statements made in this filing that relate to fat@vents or PNMR’s, PNM’s, or TNMP’expectations, projections, estime

intentions, goals, targets and strategies, are rpadiant to the Private Securities Litigation Refd\ct of 1995. Readers are cautioned
all forwarddooking statements are based upon current expectatind estimates and PNMR, PNM, and TNMP assumebtigation tc
update this information.

Because actual results may differ materially frévose expressed or implied by these forwlaaking statements, PNMR, PNM, ¢

TNMP caution readers not to place undue reliancthese statements. PNMR’s, PNM’s, and TNB®IBUsiness, financial condition, cash f
and operating results are influenced by many factewhich are often beyond their control, that canse actual results to differ from th
expressed or implied by the forward-looking statetse These factors include:

Conditions affecting the Comparsyability to access the financial markets and riagohew credit facilities for those expiring
2011 and 2012, or Optim Energyaccess to additional debt financing following tiiéization of its existing credit facility, inctling
actions by ratings agencies affecting the Com’s credit ratings

The recession, its consequent extreme disruptiahencredit markets, and its impacts on the elkbttrusage of the Compary’
customers

State and federal regulatory and legislative denssiand actions, including appeals of prior regulaproceedings, and includi
provisions relating to climate change, reductiolGefG, CCBs, and other power plant emissic

The ability of PNM to meet the renewable energyuremments established by the NMPRC, including tesource diversi
requirement, within the specified cost parametansl, the Compang’ ability to obtain federal and/or state fundingl amcentives fc
the development of alternative or renewable ene

The ability of PNM to successfully utilize a fututest year in a rate filing with the NMPRC, inclndiPNM'’s ability to accurate
forecast operating and capital expenditures anldstéind challenges by regulators and intervet

The performance of generating units, including PNMSNGJGS, Four Corners, and Optim Energy generatiitg, and transmissi
systems

The risk that Optim Energy desires to expand itsegation capacity but is unable to identify and lenpent profitable acquisitions
that PNMR and ECJV will not agree to make additiar@gpital contributions to Optim Energ

The potential unavailability of cash from PNMRSubsidiaries or Optim Energy due to regulatdatusory or contractual restrictiol
The impacts of the decline in the values of maitietaequity securities on the trust funds maintainedprovide nucle:
decommissioning funding and pension and other gtisgment benefits, including the levels of fundargl expense

The ability of First Choice to attract and retaurstomers and collect amounts billed,

Changes in ERCOT protocols,

Changes in the cost of power acquired by First &hoi
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Collections experience,

Insurance coverage available for claims madeiggliion,

Fluctuations in interest rates,

Weather,

Water supply,

Changes in fuel costs,

Availability of fuel supplies,

Uncertainty regarding the requirements and relatests of decommissioning power plants owned origlgrtowned by PNM an
Optim Energy and coal mines supplying certain PNdWer plants, as well as the ability to recover degissioning costs throu
charges to customel

The risk that replacement power costs incurred RiMRelated to not meeting the specified capacigtdafor its generating un
under its Emergency FPPAC will not be approvedigyNMPRC,

The risk that PNM may not be able to renew rightsray on Native American lands or that the costsgtits-ofway are not allowe
to be recovered through rates charged to custol

The effectiveness of risk management and commaittransactions,

Seasonality and other changes in supply and demahéd market for electric power,

The impact of mandatory energy efficiency measaresustomer energy usage,

Variability of wholesale power prices and naturas grices,

Volatility and liquidity in the wholesale power nkats and the natural gas markets,

Uncertainty regarding the ongoing validity of gaverent programs for emission allowances,

The risk that the resolution of the bankruptcy @Q. results in significant adverse impacts on theratons of the Altura Cog
facility and Optim Energy

Changes in the competitive environment in the gteatdustry,

The risk that the Company and Optim Energy may hawmmmit to substantial capital investments adhditétonal operating costs
comply with new environmental requirements inclgdpossible future requirements to address con@drost global climate chang
and the resultant impacts on the operations andogaiz viability of generating plants in which PNMida Optim Energy hay
interests

The risks associated with completion of generaticamsmission, distribution, and other projectgluding construction delays a
unanticipated cost overrur

Uncertainty surrounding the status of PNM’s paptition in jointlyowned projects resulting from the scheduled exjpinaof the
operational documents for the projects beginningGh5 and potential changes in the objectives efptrticipants in the project
The outcome of legal proceedings,

Changes in applicable accounting principles, and

The performance of state, regional, and nationahemies.

Any material changes to risk factors occurring rafte filing of PNMR’s, PNM'’s, or TNMP’s 2009 Annu&eport on Form 1@ are
disclosed in Iltem 1A, Risk Factors, in Part Il loistForm 10-Q.

For information about the risks associated with @lse of derivative financial instruments see ItenfQ@uantitative and Qualitati
Disclosures About Market Risk.”

SECURITIES ACT DISCLAIMER

Certain securities described in this report, hasiebeen registered under the Securities Act of 1883amended, or any state secul
laws and may not be reoffered or sold in the Untates absent registration or an applicable exempiom the registration requirements
the Securities Act of 1933 and applicable statarstes laws. This Form 1@ does not constitute an offer to sell or the #alion of an offe
to buy any securities.
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WEB SITE

The PNMR  website, WWW.pnmresources.com, is an important  source of Company informa
and PNMR encourages investors, analysts and ottierested parties to visit the website frequenBNMR keeps the site updated
routinely posts new information or updated inforimatfor public consumption. PNMR encourages analystvestors and other interes
parties to register on the website to automaticaleive Company financial information by email.c@rregistered, participants can chc
from a menu to automatically receive requestedriméion, including news releases, notices of weliscasnd filings with the SE!
Participants can unsubscribe at any time and willreceive information that was not requested. dtmtents of the website are not pal
this Form 10-Q.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

PNMR controls the scope of its various forms ok tisrough a comprehensive set of policies and phoes and oversight by ser
level management and the Board. The Baafihance Committee sets the risk limit parametétee RMC, comprised of corporate
business segment officers, oversees all of themakagement activities, which include commoditk,risredit risk, interest rate risk, &
business risk. The RMC has oversight for the amgeivaluation of the adequacy of the risk contrghaization and policies. PNMR has |
control organizations, which are assigned respditgifor establishing and enforcing the policiggpcedures, and limits and evaluating
risks inherent in proposed transactions, on arrgiise-wide basis.

The RMC's responsibilities specifically include: establigtnh of policies regarding risk exposure levels antivities in each of tt
business segments; authority to approve the typeerivatives entered into; authority to estableéslyeneral policy regarding counterpi
exposure and limits; authorization and delegatibtmamsaction limits; review and approval of cotgrand procedures for derivative activit
review and approval of models and assumptions tsadlculate mark-tonarket and market risk exposure; authority to apprand ope
brokerage and counterparty accounts for derivatiegew of hedging and risk activities; the extantl type of reporting to be performed
monitoring of limits and positions; and quartergporting to the Audit and Finance Committees orséhactivities. The RMC also propo
risk limits, such as VaR and GEaR, to the FinanemRittee for its approval.

It is the responsibility of each business segmertréate its own control procedures and policigbiwithe parameters establishec
the Corporate Financial Risk Management Policyreygd by the Finance Committee. The RMC reviews approves these policies, wh
are created with the assistance of the Risk Managembepartment and the Vice President and Treast®ech business segmengolicie:
address the following controls: authorized instemts and markets; authorized personnel; policiesegmegation of duties; policies on mark-
to-market accounting; responsibilities for deal cagt@wonfirmation responsibilities; responsibilitfes reporting results; statement on the
of derivative transactions; and limits on indivititransaction size (nominal value).

To the extent an open position exists, fluctuatinghmodity prices can impact financial results andricial position, either favorat
or unfavorably. As a result, the Company cann@djut with certainty the impact that its risk maeagent decisions may have on
businesses, operating results or financial position

Information concerning accounting for derivativeslahe risks associated with commaodity contracteisforth in Note 4. Note 4 a

contains a summary of the fair values of markrarket energy related derivative contracts incluidethe Condensed Consolidated Bale
Sheets.
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The following table details the changes in PNMR&t asset or liability balance sheet position forkvta-market energy transactic
other than designated cash flow hedges:

Economic
Trading Hedges Total
Three Months Ended March 31, 201( (In thousands)
Sources of fair value gain (los:
Net fair value at beginning of period $ 1,23¢ $ 2,211 $ 3,45¢€
Amount realized on contracts delivered during p (2949 771 477
Changes in fair value 3 (33,835 (33,837
Net change recorded as mark-to-market (297 (33,069 (33,359
Unearned/prepaid option premiul - 1,61¢ 1,61¢
Settlement of de-designated cash flow hedges - 47€ 47¢€
Net fair value at end of period $ 946 $ (28,75) $ (27,80Y
Three Months Ended March 31, 200¢
Sources of fair value gain (los:
Net fair value at beginning of period $ 2,65¢ $ (5,422 $ (2,86€)
Amount realized on contracts delivered during pé (1,565 4,87¢ 3,311
Changes in fair value (5) (10,267) (10,26¢)
Net change recorded as mark-to-market (1,570 (5,385 (6,95%)
Unearned/prepaid option premiums - (480 (480)
Net fair value at end of period $ 98€ $ (11,287 $ (10,30)

The following table provides the maturity of PNMRiet assets (liabilities) other than cash flowgesd giving an indication of wh
these mark-tanarket amounts will settle and generate (use) cable. following values were determined using brofaotes and optic
models:

Fair Value of Mark-to-Market Instruments at March 3 1, 2010

Less than
1 year 1-3 Years 4+ Years Total
(In thousands
Trading

Prices actively quote $ 4,80C $ - $ - $ 4,80(
Prices provided by other external soul (3,852 - - (3,857)
Prices based on models and other valuations - - - -
94¢ - - 94¢

Economic hedge
Prices actively quote (15,939 (5,63¢) - (21,579
Prices provided by other external soul (4,44¢) (2,540 (27¢) (7,262)
Prices based on models and other valuations (15) 10C - 85
(20,399 (8,076) (278 (28,759
Total $ (19,45) $ (8,076 $ (279 $ (27,809

The fair value of PNMRS commodity derivative instruments designated ab law hedging instruments increased $0.3 milkon
decreased $2.1 million for the three months endadccm31, 2010 and March 31, 2009.

Risk Management Activities

PNM measures the market risk of its lolegm contracts and wholesale activities using a MaRulation to measure pr
movements. The VaR calculation reports the possitdrket loss for the respective transactionss €hiculation is based on the transacton’
fair market value on the reporting date. Accortliinghe VaR calculation is not a measure of theeptidl accounting mark-tovarke
loss. PNM utilizes the Monte Carlo VaR simulatioodel. The Monte Carlo model utilizes a randomegated simulation based
historical volatility to
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generate portfolio values. The quantitative risfoimation, however, is limited by the parametestablished in creating the model. -
instruments being evaluated may trigger a potelu&s in excess of calculated amounts if changesmmmodity prices exceed the confide
level of the model used. The VaR methodology eymtbe following critical parameters: historicallatility estimates; market values of
contractual commitments; appropriate market-origénteolding periods; and seasonally adjusted and sex@m:modity correlatio
estimates. The VaR calculation considers Paifidrward positions, if any. PNM uses a holdingiqeb of three days as the estimate of
length of time that will be needed to liquidate fiesitions. The volatility and the correlationiesttes measure the impact of adverse

movements both at an individual position level &l as at the total portfolio level. The twailed confidence level established is 95%.
example, if VaR is calculated at $10.0 millionisitestimated that in 950 out of 1,000 market sirtutes the pretax gain or loss in liquidatir
the portfolio would not exceed $10.0 million in ttieee days that it would take to liquidate thetfodio.

PNM measures VaR for all transactions that aredieictly asset-related and have economic risk. PdNd/inot have any noasse
backed transactions for the three months endedhivizitc2010. For the three months ended March @19,2the average, high, and low \
amount for these transactions was less than $0libmi The total VaR amount for these transactiah$larch 31, 2009 was less than
million.

First Choice measures the market risk of its res@ibs commitments and supply sourcing activiteésgia GEaR calculation to moni
potential risk exposures related to taking consrémtsettlement and a VaR calculation to measwg-strm market price impacts.

Because of its obligation to serve customers, FiMsbice must take certain contracts to settlemActordingly, a measure tt
evaluates the settlement of First Chascpbsitions against earnings provides managemeht aviiseful tool to manage its portfolio. F
Choice uses a hold-tmaturity at risk for 12 months calculation for {BEaR measurement. The calculation utilizes theeskfonte Carl
simulation approach described above at a 95% ocemdiel level and includes the retail load and supplyfolios. Management believes
GEaR results are a reasonable approximation ofptitential variability of earnings against forecdstarnings. The quantitative r
information, however, is limited by the parametestablished in creating the model. The instrumbaisg evaluated may trigger a poter
loss in excess of calculated amounts if changesmmodity prices exceed the confidence level ofttualel used. The GEaR calcula
considers First Choicg'forward position for the next twelve months amttlh each position to settlement. The volatilibdahe correlatio
estimates measure the impact of adverse price menvtsnboth at an individual position level as well & the total portfolio level. F
example, if GEaR is calculated at $10.0 millionisitestimated that in 950 out of 1,000 market sdesaalculated by the model the los
against the Company’s forecasted earnings ovamngketwelve months would not exceed $10.0 million.

For the three months ended March 31, 2010, theageeGEaR amount was $3.1 million, with high and B&aR amounts for tl
period of $4.4 million and $1.5 million. The tof@EaR amount at March 31, 2010 was $2.7 millioor the three months ended March
2009, the average GEaR amount for these transaotias $7.3 million, with high and low GEaR amoubotsthe period of $11.4 million a
$3.8 million. The total GEaR amount for these $mtions at March 31, 2009 was $8.4 million.

First Choice utilizes a shotérm VaR measure to manage its market risk. THe Nfait is based on the same total portfolio apph
as the GEaR measure; however, the VaR measurdeisded to capture the effects of changes in mavkees over a 1@ay holding
period. This holding period is considered appatgrigiven the nature of First Choisesupply portfolio and the constraints faced byst
Choice in the ERCOT market. The calculation utizhe same Monte Carlo simulation approach destrdbove at a 95% confidel
level. The VaR amount for these transactions v@as fillion at March 31, 2010. For the three menginded March 31, 2010, the high,
and average VaR amounts were $2.3 million, $0.4ianibnd $1.5 million. The VaR amount for thesnactions was $0.7 million at Ma
31, 2009. For the three months ended March 319,20 high, low and average VaR amounts were #2liion, $0.5 million and $1.
million.

The Company's risk measures are regularly monitbyethe Company's RMC. The RMC has put in placegdures to ensure tl

increases in risk measures that exceed the presclitmits are reviewed and, if deemed necessatgdagpon to reduce exposures. Tl
were no exceedences of VaR or GEaR limits for lineet months ended March 31, 2010 or 2009.
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The VaR and GEaR limits represent an estimate eptitential gains or losses that could be recognirethe Compang’ portfolios
subject to market risk, given current volatility ime market, and are not necessarily indicativaatfial results that may occur, since ac
future gains and losses will differ from those mstied. Actual gains and losses may differ duectoah fluctuations in market pric
operating exposures, and the timing thereof, abagethanges to the underlying portfolios during year.

Credit Risk

The Company conducts counterparty risk analysissscbusiness segments and uses a credit managamesss to assess the finar
conditions of counterparties. Credit exposureegutarly monitored by the RMC. The RMC has put pohaes in place to ensure 1
increases in credit risk that exceed the prescilib@ts are reviewed and, if deemed necessarydagben to reduce exposures.

The following table provides information related RNMR’s credit exposure as of March 31, 2010. The thlther delineates th
exposure by the credit worthiness (credit ratinfghhe counterparties and provides guidance asg@dmcentration of credit risk to individ
counterparties.

Schedule of Credit Risk Exposure
March 31, 2010

Net
Number Exposure
(b) of of
Credit Counter Counter-
Risk -parties parties
Rating (a) Exposure >10% >10%
(Dollars in thousands
External ratings
Investment grad $ 45,39t 3 $ 21,42
Nor-investment grad 4,797 - -
Internal ratings
Investment grad - - -
Non-investment grade 104 - -
Total $ 50,29¢ $ 21,42:

The Rating included in “Investment Grade” is for counterpastigith a minimum S&P rating of BBBar Moody's rating ¢

(a) Baa3. If the counterparty has provided a guarahyea higher rated entity (e.g., its parent), dateation is based on t
rating of its guarantor. The category “InternaltiRgs - Investment Gradahcludes those counterparties that are inter
rated as investment grade in accordance with tidetjnes established in the Comp’s credit policy

(bThe Credit Risk Exposure is the gross credit expgsncluding longierm contracts (other than full requirements custicay
forward sales and sharm sales. The exposure captures the amounts fecgivables/payables for realized transact
delivered and unbilled revenues, and markriaket gains/losses (pursuant to contract terfigposures are offset accord
to legally enforceable netting arrangements buhateeduced by available credit collateral. Credilateral includes advar
payments, cash deposits, letters of credit, andnpalr guarantees received from counterparties. utsoare presented bef
the application of such credit collateral instrutserAt March 31, 2010, PNMR held advance paymeh$21.1 million an
credit collateral of $4.9 million to offset its clieexposure
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The following table provides an indication of thaturity of PNMR’s credit risk by credit ratings thfe counterparties.

Maturity of Credit Risk Exposure
March 31, 2010

Greater
Less than than Total
Rating 2 Years 2-5 Years 5 Years Exposure

(In thousands
External ratings
Investment grad $ 4524 % 11€ $ 35 $§ 4539
Nonr-investment grad 4,57: 224 - 4,79
Internal ratings
Investment grad - - - -
Non-investment grade 104 - 104

Total $ 49,927 $ 34C $ 35 $ 50,29¢

The Company provides for losses due to market amditarisk. Credit risk for PNMR's largest countarty as of March 31, 2010 w
$8.2 million.

Interest Rate Risk

PNMR has longerm debt which subjects it to the risk of lossoassted with movements in market interest ratelse majority o
PNMR’s long-term debt is fixed-rate debt and doet expose PNMR earnings to a major risk of loss due to adversnges in mark
interest rates. However, the fair value of allgdarm debt instruments would increase by 2.37%tériest rates were to decline by 50 k
points from their levels at March 31, 2010. In geh, an increase in fair value would impact eagaimand cash flows to the extent
recoverable in rates if all or a portion of deldtimments were acquired in the open market prighéir maturity. As described in Note
TNMP has longerm debt of $50.0 million that bears interest aadable rate. However, TNMP has also entereal anhedging arrangem:t
that effectively results in this debt bearing ietrat a fixed rate, thereby eliminating interege rrisk. In addition, in January 2010 P
entered into a floating-to-fixed interest rate swéth a notional amount of $100.0 million assoadiateith PNM’s unsecured revolving cre
facility. At April 30, 2010, PNMR has $309.0 mdh of consolidated shotérm debt outstanding under its revolving crediilfées and loce
lines of credit, which allow for a maximum aggregabrrowing capacity of $1,053.0 million. Theseilfies bear interest at variable ra
which averaged 1.10% of April 30, 2010 borrowinged the Company is exposed to interest rate riskeoextent of future increases
variable interest rates.

The securities held by PNM in the NDT and in trusis pension and other postaployment benefits had an estimated fair valt
$564.8 million at March 31, 2010, of which 29.5% revdixedrate debt securities that subject PNM to risk afslof fair value wit
movements in market interest rates. If interetgsravere to increase by 50 basis points from thegls at March 31, 2010, the decrease il
fair value of the fixed-rate securities would b&%, or $7.8 million. The securities held by TNM# trusts for pension and other post-
employment benefits had an estimated fair valu§6.5 million at March 31, 2010, of which 24.7% wdixedrate debt securities tt
subject TNMP to risk of loss of fair value with mewents in market interest rates. If interest ratese to increase by 50 basis points f
their levels at March 31, 2010, the decrease irfdiezalue of the fixed-rate securities would b2%, or $1.0 million.

PNM and TNMP do not directly recover or return thgh rates any losses or gains on the securitiethantrusts for nucle
decommissioning or pension and other pasployment benefits. However, the overall perfaroeof these trusts does enter into the per
determinations of expense and funding levels, whach factored into the rate making process to tkien¢ applicable to regulat
operations. PNM and TNMP are at risk for shorgfall funding of obligations due to investment I@ssiacluding those from the equ
market and alternatives investment risks discubséalv to the extent not ultimately recovered thitougtes charged to customers.
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Equity Market Risk

The NDT and trusts established for PNM’s pemsand posemployment benefits hold certain equity securitésMarch 31
2010. These equity securities expose PNM to logsdair value should the market values of the ulyileg securities decline. Equ
securities comprised 56.8% of the securities hgldhle various PNM trusts as of March 31, 2010. Pdid¢s not directly recover or ear
return through rates on any losses or gains oretbgsity securities. The trusts established foMP pension and pogtmployment benefi
hold certain equity securities. These equity séearexpose TNMP to losses in fair value should tharket values of the underly
securities decline. Equity securities comprise®%bof the securities held by the TNMP trusts aMafch 31, 2010. There was a signific
decline in the general price levels of marketalgjeity securities in late 2008 and in early 2009 Tipacts of these declines were consic
in the funding and expense valuations performe@@@9 and 2010 and resulted in reduced incomecoeased expense related to the pel
plans being recorded and will require increasedlteuaf funding beginning in 2010. See Note 8.

Alternatives Investment Risk

The Company has a target of investing 20% of itssfma assets in the alternatives asset class, vemciunted to 21.3% as of Ma
31, 2010. This includes real estate, private ggaihd hedge funds. These investments are limigeth@r structures that are muttianage
multi-strategy funds. This investment approach gives ddigersification and minimizes risk compared taligect investment in any o
component of the funds. The general partner overtiee selection and monitoring of the underlyinghagers. The Comparg/'Corporat
Investment Committee, assisted by its investmensuaitant, monitors the performance of the funds gamkeral partnes’ investment proce:
There is risk associated with these funds duedmtture of the strategies and techniques andsta®fuinvestments that do not have re¢
determinable fair value. The valuation of the raligive asset class has also been impacted byghiécant decline in the general price le\
of marketable equity securities.

ITEM 4. CONTROLS AND PROCEDURES

PNMR
Evaluation of disclosure controls and procedures.

As of the end of the period covered by this quérteeport, PNMR conducted an evaluation under thpesvision and with tt
participation of PNMRS management, including the Chief Executive Offaued the Chief Financial Officer, of the effectiess of the desi¢
and operation of the disclosure controls and proeedd (as defined in Regulation 13A, Sections 13&)1&8nd 15dt5(e) of the Securiti
Exchange Act of 1934). Based upon this evaluatio® Chief Executive Officer and the Chief Finah€¥ficer concluded that the disclos!
controls and procedures are effective.

Changes in internal controls

There have been no changes in PNMR'’s intaxoiadrol over financial reporting (as such termédined in Rules13a-15(f) and 15d-
15(f) under the Securities Exchange Act of 1934jmduthe quarter ended March 31, 2010 that havesnadly affected, or are reasona
likely to materially affect, PNMR'’s internal controver financial reporting.

PNM

Evaluation of disclosure controls and procedures.

As of the end of the period covered by this qubrteeport, PNM conducted an evaluation under thpesvision and with tt
participation of PNM$ management, including the Chief Executive Offimed the Chief Financial Officer, of the effectiess of the desi
and operation of the disclosure controls and proeedd (as defined in Regulation 13A, Sections 13&)1&8nd 15dt5(e) of the Securiti

Exchange Act of 1934). Based upon this evaluatios Chief Executive Officer and the Chief Finah€¥ficer concluded that the disclos!
controls and procedures are effective.
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Changes in internal controls

There have been no changes in PNM'’s intemmatrol over financial reporting (as such term iirked in Rules13a-15(f) and 15d-15
(f) under the Securities Exchange Act of 1934) miyithe quarter ended March 31, 2010 that have rabiyeaffected, or are reasonably likely
to materially affect, PNM’s internal control ovendincial reporting.

TNMP
Evaluation of disclosure controls and procedures.

As of the end of the period covered by this qubrteeport, TNMP conducted an evaluation under shpervision and with tt
participation of TNMP$ management, including the Chief Executive Offaed the Chief Financial Officer, of the effectiess of the desi¢
and operation of the disclosure controls and proeedd (as defined in Regulation 13A, Sections 13&)1&8nd 15dt5(e) of the Securiti
Exchange Act of 1934). Based upon this evaluatios Chief Executive Officer and the Chief Finah€¥ficer concluded that the disclos!
controls and procedures are effective.

Changes in internal controls

There have been no changes in TNMP’s intezaatrol over financial reporting (as such termédinked in Rules13a-15(f) and 15d-
15(f) under the Securities Exchange Act of 1934jmduthe quarter ended March 31, 2010 that havesnadly affected, or are reasona
likely to materially affect, TNMP’s internal controver financial reporting.

PART Il - OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

See Notes 9 and 10 in the Notes to Condensed Gdatsnl Financial Statements for information relatedhe following matters, fi
PNMR, PNM, and TNMP, incorporated in this item lefarence.

Navajo Nation Environmental Issu

Santa Fe Generating Station

Coal Combustion By-Products — Sierra Club Actions
Gila River Indian Reservation Superfund Site
PVNGS Water Supply Litigation

San Juan River Adjudication

Western United States Wholesale Power Market
Begay v. PNM et al

PNM — Emergency FPPAC

TNMP — Competitive Transition Charge True-Up Pratieg
TNMP — Interest Rate Compliance Tariff

ITEM 1A. RISK FACTORS

As of the date of this report, there have been aterial changes with regard to the Risk Factossldsed in PNMR'’s, PNM, ant
TNMP’s Annual Reports on Form 10-K for the year emddecember 31, 2009.
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ITEM 6. EXHIBITS

3.1 PNMR Articles of Incorporation of PNM Resoes¢ as amended to date (incorporated by refereriegttibit 3.1 to
PNMR's Current Report on Forn-K filed November 21, 200¢

3.2 PNM Restated Articles of Incorporation of PN&$ amended through May 31, 2002 (incorporatect®yence to Exhibit
3.1.1 to the Compar's Quarterly Report on Form -Q for the quarter ended June 30, 2C

3.3 TNMP Articles of Incorporation of TNMP, as anded through July 7, 2005 (incorporated by refexdn Exhibit 3.1.2 to
the Compan’s Quarterly Report on Form -Q for the quarter ended June 30, 2C

3.4 PNMR Bylaws of PNM Resources, Inc. with alendments to and including February 17, 2009 (jmz@ted by reference
to Exhibit 3.1 to PNMF's Current Report on Forn-K filed February 20, 200¢

3.5 PNM Bylaws of PNM with all amendments to and includiMgy 31, 2002 (incorporated by reference to Exh#bit.2 tc
the Compan’s Report on Form :-Q for the fiscal quarter ended June 30, 2(

3.6 TNMP Bylaws of TNMP as adopted on August@)2 (incorporated by reference to Exhibit 3.2.8® Company’s
Quarterly Report on Form -Q for the quarter ended June 30, 2C

10.1 PNMR Changes in Director Compensati

10.2 PNMR Fourth Amendment to Credit Agreemeated as of March 22, 2010 among PNMR, First ChBoeer, L. P., the
lenders party thereto and Bank of America, N.A.administrative ager

10.3 PNMR 2010 Officer Incentive Pla

10.4 PNMR Form of Performance Restricted StoghRi Award Agreement for performance-based, tinstegerestricted stock

rights awards based on adjusted cash earningsegrantler the PEP in 20.

10.5 PNMR Form of Performance Cash Award Agredrfarperformance cash awards based on adjustédezanings granted
under the PEP in 201

10.6 PNM Municipal Effluent Purchase and Salee®gnent dated April 23, 2010 between City of Phae@ity of Mesa, City
of Tempe, City of Scottsdale, and City of Glend&lezona municipal corporations; and Arizona PulSiervice
Company and Salt River Project Agricultural Improvent and Power District, , acting on behalf of teelmes and
El Paso Electric Company, Southern California Edli€@mpany, Public Service Company of New MexicajtBerr
California Public Power Authority, and the Los AtegeDepartment of Water & Pow

121 PNMR Ratio of Earnings to Fixed Charg
12.2 PNM Ratio of Earnings to Fixed Charg
12.3 TNMP Ratio of Earnings to Fixed Charg
31.1 PNMR Chief Executive Officer Certification Pursuant tecBon 302 of the Sarbar-Oxley Act of 200z
31.2 PNMR Chief Financial Officer Certification Pursuant tecsion 302 of the Sarbar-Oxley Act of 200z
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31.3

314

315

31.6

32.1

32.2

32.3

32.4

32.5

32.6

PNM

PNM

TNMP

TNMP

PNMR

PNMR

PNM

PNM

TNMP

TNMP

Chief Executive Officer Certification Pursuant tecBon 302 of the Sarbar-Oxley Act of 200z
Chief Financial Officer Certification Pursuant teciion 302 of the Sarbar-Oxley Act of 200z
Chief Executive Officer Certification Pursuant tecBon 302 of the Sarbar-Oxley Act of 200z
Chief Financial Officer Certification Pursuant tecsion 302 of the Sarbar-Oxley Act of 200z
Chief Executive Officer Certification Pursuant tecBon 906 of the Sarbar-Oxley Act of 200z
Chief Financial Officer Certification Pursuant teciion 906 of the Sarbar-Oxley Act of 200z
Chief Executive Officer Certification Pursuant tecBon 906 of the Sarbar-Oxley Act of 200z
Chief Financial Officer Certification Pursuant tecsion 906 of the Sarbar-Oxley Act of 200z
Chief Executive Officer Certification Pursuant tecBon 906 of the Sarbar-Oxley Act of 200z

Chief Financial Officer Certification Pursuant teciion 906 of the Sarbar-Oxley Act of 200z
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SIGNATURE

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrants have duly catisisdeport to be signed on their behal
the undersigned thereunto duly authorized.

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

(Registrants

Date: May 7, 2010 /sl Thomas G. Sateg!
Thomas G. Sategr
Vice President and Corporate Contro
(Officer duly authorized to sign this repa
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Exhibit 10.1

This exhibit is filed to clarify and restate the ekibit filed as Exhibit 10.1 to the Company’s AnnualReport on Form 10-K for the fiscal
year ended December 31, 2009

Change in Director Compensation

Non-employee directors of PNM Resources, Inc. (themgany”) receive their annual retainer in the forihcash and stock-based
compensation as determined by the Company’s Bddbirectors. At the December 2009 Board meetthg,Board approved increasing the
2010 annual retainer for non-employee directormftbe 2009 annual retainer reported in the Comsa®g09 Proxy Statement by increasing
the amount of time-vested restricted stock righasf2,500 to 4,000. No other changes were mattestamount of stock options, amount of
annual cash retainer, or meeting and chair fedsis, Tthe 2010 annual retainer for non-employeecttire is as follows:

Annual Retainer : $35,000 (1), 1,000 stock options* and 4,000 redistock rights:

Annual Committee Chair Fee: $ 5,000 paid in quarterly installments (irdiichn to meeting attendance fees),
except that the Annual Audit and Ethics Committémi€Fee is $10,00

Attendance Fees $ 1,750 per Board meeting
(no attendance fee for teleconference meetings less$ 1,500 per Board Committee meeting
than 1 hour in duratior

* Stock options and restricted stock rights granteder the Company’s Omnibus Performance Equity PREP”) each vest in three
equal annual installments beginning on the firstiagrsary of the grant date. These awards aredijlpimade at the annual meeting of
directors, unless the meeting occurs during a btatkperiod for trading in the Company'’s securitissspecified in the Company’s Insider
Trading Policy. As set forth under the Companytac® Option Grant Policy, under those circumstanttes Board will either (a) schedule a
special meeting after the expiration of the black{meriod, (b) make awards pursuant to a unanimoiiten consent executed after the
expiration of the black-out period, or (c) pre-apg@ the equity awards with an effective date dfierexpiration of the black-out period. The
date of the awards is the date on which the Bopptdawes the awards, unless (i) the approval daenen-trading day, in which case the date
is the immediately preceding trading date or (iijhie case of pre-approval during a black-out gktiio which case the grant date is the first
trading date after the expiration of the black+oeitiod. The exercise price of the stock optioegsal to the closing price of the common
stock on the New York Stock Exchange on the dateefyrant. The PEP prohibits option re-pricing.

Directors are also reimbursed for any Board-relatquEnses, such as travel expenses incurred tad@teard and Board committee meetings
and director educational programs.

(1) Jeffry E. Sterba retired as the Company’s Chiedcutive Officer (“CEQ”) effective March 1, 201@Vhile employed as CEO,
Mr. Sterba received no additional compensatiorséving as a director or as the Chairman of thedand was only reimbursed for any
travel related expenses to Board meetings. Astegin a Current Report on Form 8-K filed Februa®y 2010, in February 2010, the Board
asked Mr. Sterba to continue to serve as Chairmiéowing his retirement as CEO. In his role as i@han, Mr. Sterba will, among other
things, provide support on strategic and publiégydssues to the Company. He also continuesrigeses chair of the First Choice Power
board of managers and as a PNMR representativieednoard of Optim Energy, LLC and as its chair. cAmpensation, Mr. Sterba receive
separate annual retainer of $250,000, prorated Mamth 1-December 31, 2010 (in lieu of the $35,800ual cash retainer received by other
non-employee directors). As reported in the Canys 2010 proxy statement, effective March 1, 200 Sterba also receives Board
attendance fees and is eligible to receive the @requity award of 1,000 stock options and 4,0@frieted stock rights typically made at the
annual meeting of directors. In addition, Mr. 8&ewill be reimbursed for any Board-related expensech as travel expenses incurred to
attend Board meetings.







Exhibit 10.z

FOURTH AMENDMENT TO CREDIT AGREEMENT

THIS FOURTH AMENDMENT TO CREDIT AGREEMENT (thi" Amendment) is entered into as of March 22, 2010 amr
PNM RESOURCES, INC., a New Mexico corporation (tt@ompany"), FIRST CHOICE POWER, L.P., a Texas limited parship ("ECF
" collectively with the Company, the " Borrowetsand each individually, a " Borrowe?), the Lenders party hereto, and BANK
AMERICA, N.A., as Administrative Agent for the Lears (in such capacity, the " Administrative Agént Capitalized terms used herein
not otherwise defined shall have the meaningslasdrthereto in the Credit Agreement (as definedvigl

RECITALS

WHEREAS, the Borrowers, the Lenders party thereib the Administrative Agent are parties to thataierAmended and Resta
Credit Agreement, dated as of August 15, 2005 faenaled or modified from time to time, the " Crefifreement’);

WHEREAS, the Borrowers have requested a panrata reduction in the Revolving Committed Ambunder the Credit Agreeme
as described below; and

WHEREAS, the Lenders are willing to agree to suoh-pro rata reduction, subject to the terms set foghein as more fully s
forth below.

NOW, THEREFORE, in consideration of the premised #re mutual covenants contained herein, and tegrogood and valuat
consideration, the receipt and sufficiency of whichereby acknowledged, the parties hereto agréalaws:

AGREEMENT

1. Amendment to Credit Agreement

€)) On the Effective Date (as defined irct® 3 below), the Commitment of Aurora Bank FS8rifrerly known a
Lehman Brothers Bank, FSB, and hereinafter " Aufdtander the Credit Agreement, whether used or eduss irrevocably reduc
to zero ($0.00) and, from and after the Effectived Aurora shall have no further obligation todiamy amount or extend any crt
under the Credit Documents.

(b) On the Effective Date, Aurora shalle®e from the Borrowers all outstanding amountpmficipal of Revolvini
Loans then due and owing to Aurora and all accintest with respect thereto. Aurora agrees thfadn receipt of the amounts
the preceding sentence, it shall have been pdidllifor all Revolving Loans, all interest with nesct thereto and all fees owed t
under the Credit Agreement and it shall not betledtito any other amounts under the Credit Agredragcept, if applicable, (i)
set forth in Section 2 below and (ii) any fees jded under Section 3.4 of the Credit Agreementoasvhich Aurora and tf
Borrowers have otherwise reached agreement onffhetize Date and that have been communicated itingrto the Administrativ
Agent.

(c) The Revolving Committed Amount is wedd by the amount of Aurora’'s Commitment from $600,000 t
$568,000,000 and the definition of "Revolving Cortied




Amount” in Section 1.1 of the Credit Agreementésdby amended and restated in its entirety to asddllows:

" Revolving Committed Amount" means FIVE HUNDRED SIXTY- EIGHT MILLION DOLLARS
($568,000,000pr such other amount, as it may be reduced frora tortime in accordance with Section 2.1(d) oréase
pursuant to Section 2.1(f).

(d) Schedule 1.1(a) to the Credit Agreeni® amended and restated in its entirety in tmenfof Exhibit A attached
this Amendment.

2. Surviving Provisions The Borrowers and Aurora hereby agree that,afor actions taken prior to the Effective D
Sections 3.15, 11.1(e), 11.5 and 11.9 of the Crdgitement shall continue in effect for the benefitAurora in accordance with the ter
thereof.

3. Effectiveness; Conditions Precedent

This Amendment shall be effective on the date (tB&ective Date") on which:

@ the Administrative Agent shall hawxeived copies of this Amendment duly executed Hey Borrowers, tr
Lenders, Aurora and the Administrative Agent; and

(b) Aurora shall have received from trermwer payment of the amounts described in Sedt{bpabove.

4. Ratification of Credit AgreementThe term "Credit Agreement” as used in eachhef@redit Documents shall herea
mean the Credit Agreement as amended and modifietthis Amendment. Except as herein specificallyead, the Credit Agreement,
amended by this Amendment, is hereby ratified amtfioned and shall remain in full force and effecicording to its terms. Each pe
hereto acknowledges and consents to the modifitatiet forth herein and agrees that, other thaxglgitly set forth in Section 1 above, t
Amendment does not impair, reduce or limit anytsfdbligations under the Credit Documents (inclgdiwithout limitation, the indemni
obligations set forth therein) and that, afterdiage hereof, this Amendment shall constitute a iC@acument.

5. Authority/Enforceability Each party hereto represents and warrants lasvil
@) It has taken all necessary acticauthorize the execution, delivery and performarfddie Amendment
(b) This Amendment has been duly execatedl delivered by such Person and constitutes Becson's legal, val

and binding obligations, enforceable in accordawih its terms, except as such enforceability mayshbject to (i) bankruptc
insolvency, reorganization, fraudulent conveyancaansfer, moratorium or similar laws affectingditors' rights generally and |
general principles of equity (regardless of whetherh enforceability is considered in a proceedinigw or in equity).

(c) No consent, approval, authorization avder of, or filing, registration or qualificatiowith, any court ¢
governmental authority or third party is requir@dconnection with the execution, delivery or pemrance by such Person of 1
Amendment.

6. Representations and Warrantigsach Borrower represents and warrants to thelérsnthat (a) the representations
warranties of such Borrower set forth in Sectioof 6he Credit




Agreement are true and correct as of the date hereless they specifically refer to an earlieredgb) no event has occurred and is contin
which constitutes a Default or an Event of Defaaitid (c) it has no claims, counterclaims, offsetsdits or defenses to its obligations ui
the Credit Documents or to the extent it has ary tire hereby released in consideration of the &enentering into this Amendment.

7. No Conflicts. Neither the execution and delivery of this Ameweat, nor the consummation of the transac
contemplated herein, nor performance of and compdiavith the terms and provisions hereof by any®meer will (a) violate, contravene
conflict with any provision of its respective aléis or certificate of incorporation, bylaws or attgganizational or governing docum
(b) violate, contravene or conflict with any lawle, regulation, order, writ, judgment, injunctiaecree or permit applicable to a Borroy
(c) violate, contravene or conflict with contradtpeovisions of, or cause an event of default unday indenture, loan agreement, mortg
deed of trust, contract or other agreement orunsént to which a Borrower is a party or by whicloitits properties may be bound
(d) result in or require the creation of any Ligron or with respect to a Borrower's properties.

8. Counterparts/Telecopylhis Amendment may be executed in any numbepohterparts, each of which when so exec
and delivered shall be an original, but all of whghall constitute one and the same instrumentivég of executed counterparts by telec
or by electronic format (pdf) shall be effectiveaasoriginal.

9. GOVERNING LAW. THIS AMENDMENT AND THE RIGHTS AND OBLIGATIONS OF THE PARTIES
HEREUNDER SHALL BE GOVERNED BY AND CONSTRUED AND INERPRETED IN ACCORDANCE WITH THE LAWS OF TF
STATE OF NEW YORK.

[remainder of page intentionally left blank]




Each of the parties hereto has caused a counterfpthis Amendment to be duly executed and delider® of the date first above
written.

BORROWERS
PNM RESOURCES, INC.,
a New Mexico corporation

By: /s/ C.N. Eldred
Name: C.N. Eldred
Title: EVP & CFO

FIRST CHOICE POWER, L.P. ,
a Texas limited partnership

By: First Choice Power GP, LLC, its general partner
By:

Name:
Title:

PNM RESOURCES, IN(
FOURTH AMENDMENT TO CREDIT AGREEMEN




Each of the parties hereto has caused a counterfpthis Amendment to be duly executed and delider® of the date first above
written.

BORROWERS
PNM RESOURCES, INC.,
a New Mexico corporation

By:
Name:
Title:

FIRST CHOICE POWER, L.P. ,
a Texas limited partnership

By: First Choice Power GP, LLC, its general partner
By: /sl Brian Hayduk

Name: Brian Hayduk
Title: President

PNM RESOURCES, IN(
FOURTH AMENDMENT TO CREDIT AGREEMEN




ADMINISTRATIVE AGENT :

BANK OF AMERICA, N.A. ,
as Administrative Agent

By: /sl Maria A. McClain
Name: Maria A. McClain
Title: Vice President

PNM RESOURCES, IN(
FOURTH AMENDMENT TO CREDIT AGREEMEN




LENDERS:

BANK OF AMERICA, N.A. ,
as a Lender and L/C Issuer

By: /sl Patrick N. Martin
Name: Patrick N. Martin
Title: Senior Vice President

PNM RESOURCES, IN(
FOURTH AMENDMENT TO CREDIT AGREEMEN




WACHOVIA BANK, NATIONAL ASSOCIATION

as a Lender and L/C Issuer

By: /sl Yann Blindert
Name: Yann Blindert
Title: Vice President

PNM RESOURCES, IN(
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UNION BANK, N.A.

By: /sl Efrain Soto
Name: Efrain Soto
Title: Vice President

PNM RESOURCES, IN(
FOURTH AMENDMENT TO CREDIT AGREEMEN




JPMORGAN CHASE BANK, N.A.

By: / s/ Helen D. Davis
Name: HelenD. Davis
Title: Vice President

PNM RESOURCES, IN(
FOURTH AMENDMENT TO CREDIT AGREEMEN




CITIBANK, N.A.

By: / s/ Todd C. Davis
Name: ToddC. Davis
Title: Vice President

PNM RESOURCES, IN(
FOURTH AMENDMENT TO CREDIT AGREEMEN




BANK OF AMERICAN, N.A., successor by merger to MERRLL LYNCH BANK USA

By: /s/ Patrick Martin
Name:  PatrickMartin
Title: SeniorVice President

PNM RESOURCES, IN(
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MORGAN STANLEY BANK, N.A.

By: / s/ Melissa James
Name: M elissalJames
Title: AuthorizedSignatory

PNM RESOURCES, IN(
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UBS LOAN FINANCE LLC

By:

/s/ Irja R. Otsa

Name:

Title:

By:

Irja R. Otsa

A ssociateDirector

/ s/ Mary E. Evans

Name:

Title:

Mary E. Evans

AssociateDirector

PNM RESOURCES, IN(
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WILLIAM STREET COMMITMENT CORPORATION

By: /s/ Andrew Caditz
Name: Andrew Caditz
Title: AuthorizedSignatory

PNM RESOURCES, IN(
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CREDIT SUISSE AG, CAYMAN ISLANDS BRANCH (fka
CREDIT SUISSE, CAYMAN ISLANDS BRANCH)

By:

/s/ Nupur Kumar

Name:

Title:

By:

NupurKumar

Vice President

/ s/ LynneMarie Paguette

Name:

Title:

Lynne-Marie Paguette

Associate

PNM RESOURCES, IN(
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WELLS FARGO BANK, N.A.

By: /s/ Yann Blindert
Name: Yann Blindert
Title: V ice President

PNM RESOURCES, IN(
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US BANK NATIONAL ASSOCIATION

By: /s/ Holland H. Williams
Name: HollandH. Williams
Title: Portfolio Mgr
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HSBC BANK USA, NATIONAL ASSOCIATION

By: / s/ James B. Kaiser
Name: JamesB. Kaiser
Title: Senior Vice President

PNM RESOURCES, IN(
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THE BANK OF NEW YORK MELLON

By: / s/ Mark W. Rogers
Name: Mark W. Rogers
Title: Vice President
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ROYAL BANK OF CANADA

By: /s/Jay T. Sartain
Name: JayT. Sartain
Title: AuthorizedSignatory
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BANK HAPOALIM BM

By:

/s/ Helen H. Gateson

Name:

Title:

By:

HelenH. Gateson

Vice President

/s ! Frederic S. Becker

Name:

Title:

FredericS. Becker

SeniorVice President

PNM RESOURCES, IN(
FOURTH AMENDMENT TO CREDIT AGREEMEN




BANK OF ALBUQUERQUE, N.A.

By: /[ s/ John M. Valentine
Name: JohnM. Valentine
Title: SVP
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COMPASS BANK

By: /s/ Ellen Wamser
Name: Ellen Wamser
Title: Vice President

PNM RESOURCES, IN(
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SOUTHWEST SECURITIES FSB

By: /s/ Michael D. Jarrett
Name: MichaelD. Jarrett
Title: Chief Credit Officer

PNM RESOURCES, IN(
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Aurora hereby agrees to and acknowledges the tefthés Amendment and agrees and consents to itsn@onent under the Credit
Agreement being irrevocably terminated in full.

AURORA BANK FSB

By: /sl Theodore Janulis
Name: Theodorelanulis
Title: Chairman

PNM RESOURCES, IN(
FOURTH AMENDMENT TO CREDIT AGREEMEN




Exhibit A
to Fourth Amendment to Credit Agreem

SCHEDULE 1.1(a)

PRO RATA SHARES

Lender Commitment Pro Rata Share

Bank of America, N.A $60,000,00( 10.563380282¢
Wachovia Bank, National Associatit $60,000,00( 10.563380282¢
Union Bank of California, N.A $60,000,00( 10.563380282¢
JPMorgan Chase Bank, N. $42,000,00( 7.394366197¢
Citibank, N.A. $42,000,00( 7.394366197¢
Merrill Lynch Bank USA $32,000,00( 5.633802817¢
Morgan Stanley Ban $32,000,00( 5.633802817¢
UBS Loan Finance LL( $27,000,00( 4.753521127¢
William Street Commitment Corporatic $21,000,00( 3.697183099¢
Credit Suisse, Cayman Islands Brai $32,000,00( 5.633802817¢
Wells Fargo Bank, N.A $19,500,00( 3.433098592¢
U. S. Bank National Associatic $25,000,00( 4.401408451¢
HSBC Bank USA, National Associatic $25,000,00( 4.401408451¢
Mellon Bank, N.A. $21,000,00( 3.697183099¢
Royal Bank of Canad $21,000,00( 3.697183099¢
Bank Hapoalim BV $16,000,00( 2.816901408¢
Bank of Albuquerque, N.A $12,500,00( 2.200704225¢
Compass Ban $10,000,00( 1.760563380¢
Southwest Securities Bal $10,000,00( 1.760563380¢

Total

$568,000,000

100.000000000¢







Exhibit 10.3

PNM RESOURCES, INC.
2010 OFFICER INCENTIVE PLAN

INTRODUCTION

PNM Resources, Inc. (the “Companyias adopted the PNM Resources, Inc. Second AmesmbkdRestated Omnibus Performance E«
Plan (the “PEP”), which was approved by the Compashareholders and became effective in May 2008.Cdmpany also has adopted
2010 Officer Incentive Plan (the “Plan”) for therpase of providing annual cash-based incentive dsvg§each an “Award”Yo eligible
Officers (as defined below}. The Awards payable to Officers under the Planirtended to qualify as Performance Cash Awardstgt
pursuant to Section 9.4 of the PEP. In the cageffaers who are Covered Employees as definechbyPEP, the portion of the Award the
based on Performance Criteria specified in Se@iafdd) of the PEP shall be treated as a separatd that is intended to qualify a
Performance-Based Performance Cash Award grantsdamt to Section 12 of the PEP.

Capitalized terms used in the Plan and not otherdésined herein shall have the meanings givehdmtunder the terms of the PEP.
ELIGIBILITY

All Officers of the Company and its Affiliates agdigible to participate in the Plan with the exdeptof the First Choice Power, L.P. (“FOP”

or Optim Energy, LLC (“Optim”)officers, who may be eligible to participate in ethincentive plans. For purposes of the Plan,t¢hne

“Officer” means any employee of the Company or any Affili@er than FCP or Optim) who has the title of CHimecutive Officel

President, Executive Vice President, Senior Viaskent or Vice President and who is in salary gtddi8 or higher.

PLAN OBJECTIVES

The Plan is designed to motivate and reward ekgfficers for benefiting the Compamsyshareholders by achieving and exceedin
Performance Goals (as defined below) establishesufich Officers.

PERFORMANCE PERIOD

The period over which the Officex’performance will be measured for purposes ofraeténg whether Awards are payable under the
began on January 1, 2010 and ends on Decembel030, @he “Performance Period"Yhe Board Governance and Human Resol
Committee (the “Committee”) of the Company’s BoafdDirectors (the “Board”)in its sole discretion, reserves the right to agjasmend c
suspend the Plan during the Performance Period.

1The Plan was originally signed by Alice Cobb, S\t € AO on March 31, 2010. This version of the Rigpresents a conformed versior
the Plan document signed on March 31, 2010 whicbrporate Ms. Cobb’s handwritten amendments tothgnal Plan.




AWARD DETERMINATION

Awards are based on the Earnings Per Share (“He®8)s set forth in Table 1 below, the weightingween Corporate and Business #
goals as described in Table 2 and Award levelseaeli as described in Table 3.

Earnings Per Share

First, for any Awards to be payable to eligible iGéfs, the Company must achieve the Threshold ERS tet forth in Table 1 below. If
Company does not achieve the Threshold EPS lewelwards are payable under the Plan to any Officers

For purposes of the Plan, the Company’s EPS withieenet earnings, excluding noecurring items that do not factor into ongoingniags
divided by the average number of common sharesNdfl Resources, Inc, common stock used to calculdited EPS as reported in
Company'’s 10-K filed for 2010. The Committee’satatination of the EPS shall be binding and conekisi

TABLE 1:
PNMR EPS
No Award Less than $0.60
Threshold Greater than or equal to $0.60 and less than $0.64
Target Greater than or equal to $0.64 and less than $0.75
Maximum Greater than or equal to $0.75

If the Threshold, Target or Maximum EPS level ikiaged, the aggregate potential Awards payableadfficers at that level of performai
(e.g., the aggregate level of Awards payable aedtwld, Target or Maximum as shown in Table 3 belill make up the Potential Awa
Pool. If the actual EPS exceeds the minimum |éwethat performance level by at least $0.01, kuess than the maximum level for 1
performance level (e.g., if the actual EPS exc&®ds80 but is less than $0.64) the Potential Awardl ®ill be increased by using straight |
interpolation between the size of the Potential AdvRool based on the attained level (e.g., ThreBlaoid the size of the Potential Award F
at the next higher level (e.g., Target). The Paaéritward Pool is capped at the Maximum Award levithe Committee has the discretiol
increase the Potential Award Pool by an amounttlems amount determined by using straight-linerpuation.

Corporate and Business Area Scorecards

The Corporate Goals Scorecard and Business Areee@uds with each Performance Measure are definddnaintained by the PN
Resources, Inc. Management Systems Group. Therpeafice of the Chief Executive Officer (“CEQO”"), $mrOfficers (Executive




Vice Presidents and Senior Vice Presidents), awce Yresidents will be measured against their réispeScorecards based on the weight
set forth in Table 2.

TABLE 2:
Scorecard Results
Scorecard Level Corporate Weighting Business Area Weighting
CEO & Senior Officers 100% 0%
Vice Presidents 50% 50%

Performance Award Pools

The Performance Award Pool for each Business Ax¢lad amount that could be paid in the aggregatieet®fficers included in that Busin
Area based on performance alone (i.e. determindtbwui regard to any limitations based on EPS leseidorth in Table 3). The Performa
Award Pool for a Business Area will be determingdibing the following multi-step process:

a) Select the Scorecard results from the appropriatp@ate Goal and/or Business Area Scoreci

b) Then multiply each result by the appropriate weighfor the Scorecard as set forth in Table 2 ab

¢) Then multiply the total Officer salaries for thatdness Area times the Target Award Level as s#i fo Table 3 below

d) Then multiply the result of each Scorecard (stefibgs the result of Officer salaries (step c);

e) Sum the results for the Vice President participe
Award Levels
For purposes of the Plan, the Chief Executive @ffithe Executive Vice President, and the Senioe\Aresidents are measured 100% o
Corporate Goals Scorecard and Vice Presidents aesumed 50% on the Corporate Goals Scorecard a&tdobOthe Business Area Gg¢

Scorecard as set forth in Table 2 above.

The amount of the potential Award payable to anjic®f based upon his or her Business AsdaVvel of achievement of its Performa
Goals, expressed as a percentage of the Officass balary determined as of January 1, 2010 falaws:

TABLE 3:

Award Levels Threshold Target Maximum
CEO 28.0% 70.0% 140.0%




Senior Officers 20.0% 50.0% 100.0%

\Vice-President: 12.6% 31.5% 63.0%

The Selected Award Pool for a Business Area wilhllecated among the Officers in that Business Arased upon the amount potenti
payable to that Officer, as determined in accordanith Table 3, for the level of performance (Thras, Target or Maximum) attained
Corporate and/or the relevant Business Area, apaed to the similar amounts payable to all Offcef that Business Area at the rele
performance level. The Selected Award Pool, thewarhthat will actually be paid to the Officers lmted in the appropriate Business A
will equal the lesser of the Potential Award Pashich as noted above is based solely on the EPS)lev the Performance Award P
(which is based solely on performance as measuréada@culated in accordance with the process above)

In no event will the amount payable to an Officeceed the indicated percentage of the Offedase salary, as in effect on January 1, .
as determined in accordance with Table 3.

AWARD APPROVAL AND PAYOUT TIMING

In January 2011, the Committee will determine aadify the level of Awards, if any, payable for tRerformance Period in the man
described above. The final Awards calculation ssmbmmendation to the Committee by managementviswed and certified by the V
Human Resources, Director, Audit Services, Direcianagement Systems group, and Corporate Contnapectively. The Board th
will approve the CEG Award and the Committee will have final approaathority for all other Officer Awards. To the exrt Awards at
payable under the Plan, the Company will make qament on or before March 15, 2011 in a singlepwsum cash payment subjec
applicable withholding as described below.

PROVISIONS FOR A CHANGE IN CONTROL

If a Change in Control occurs during the PerforneaReriod and the Officer still is employed by therany or an Affiliate (for purposes
this section, Optim and FCP are not included agdliatés) at the end of the Performance Period,Qffficer may be entitled to receive
Award for such Performance Period. If the Plammdified after the occurrence of a Change in Contr@a manner that has the effec
reducing the amounts otherwise payable under the, Phe Officer shall receive, at a minimum, an Advaqual to 50% of the Maximt
Award available under this Plan for the PerformaReeiod. Such Award will be payable in a singlmpusum cash payment on or be
March 15, 2011.

PRO-RATA AWARDS FOR PARTIAL SERVICE PERIODS

In certain circumstances (as set forth below) @famay or may not be eligible for a Pro-rata Adwander the Plan.
The following Officers may be eligible for a PraaaAward:

— Officers who are newly hired during the Plan Yead are employed by the Company or an Affiliate I(iding FCP or Optim) c
the day on which Awards are distributed for thef@temance Perioc




— Employees or Officers who are promoted, transfeoredemoted during the Performance Period andrapoyed by the Compal
or an Affiliate (including FCP or Optim) on the dag which Awards are distributed for the PerfornePReriod

— Officers who are on leave of absence for any fudhths during the Performance Period and are emglbyethe Company or
Affiliate (including FCP or Optim) on the day on igh Awards are distributed for the Performance dtk

- Officers who terminate employment with the Companyan Affiliate during the Performance Period dadmpaction (as define
in the PNM Resources, Inc. Non-Union Severancefag), Retirement on or after the OfficeNormal Retirement Date, Chal
in Control (as defined in the PNM Resources, Infficer Retention Plan) or Disability (as defined the PNM Resourc
Executive Savings Plan Il

— Officers who die during the Performance Periodyhich case the Award will be paid to the spousa ofarried Officer, includir
same sex spouse, or the estate of an unmarriece©

The following Officers araot eligible for any Award, including a Pro-rata Award:
Officers who:

-Terminate employment with the Company or an Affdian or before the date on which Awards are tisteid for the Performan
Period for any reason other than death, ImpacRetirement, Change in Control or Disabili

- Elect voluntary separation or Retirement in liéteomination for performance or miscondt

If an Officer is eligible for a Proata Award, it will be calculated based on the namtif full months that the Officer was actively doyed a
each eligibility level during the Performance Pdrammpared to the number of full months includedh Performance Period. (Note: /
month in which an Officer is actively on the payrfolr at least one day will count as a full montArny Pro+ata Awards to which an Offic
becomes eligible pursuant to this paragraph wilpaigl to the Officer in a single lump sum cash pagtsubject to applicable withholding
or before March 15, 2011.

ETHICS
The purpose of the Plan is to fairly reward perfance achievement. Any Officer who manipulatest@napts to manipulate the Plan
personal gain at the expense of customers, othplogees, or the Company or its Affiliates, will bebject to disciplinary action, up to ¢

including termination of employment, and will foitfand be ineligible to receive any Award under Eian.

NONTRANSFERABLE

No Award may be assigned or transferred by an &ffather than by will or the laws of descent amgtribiution of the State in which t
Officer is employed.




WITHHOLDING

The Company or any Affiliate has the authority dhd right to deduct or withhold, or to require affi€gr to remit to the Company,
amount sufficient to satisfy federal, state, anzhl@and foreign taxes (including the OfficeFICA obligation) required by law to be withh
with respect to any taxable event arising as dtrethis Plan. Any potential payment to an Oéficinder the terms of this Plan also is sul
to withholdings and deductions by the Company or Affiliate, and the Officer hereby authorizes thempany or any Affiliate to apply su
withholdings and deductions to liquidate and redaicg outstanding debt or unpaid sums owed by tlie€dfto the Company or any Affilia
or to the successor of either of them.

NO RIGHTS OF OWNERSHIP

While the Plan is intended to provide Officers wiitle opportunity to share in the success of the gzmy and its Affiliates, the Plan is mer
an incentive plan and does not give any Officer ainthe rights of ownership of the Company or arffilite or provide any security intere
in any assets of the Company or any Affiliate.

CONTINUATION OF EMPLOYMENT

This Plan shall not be construed to confer upon@fficer any right to continue in the employmenttioé Company or any Affiliate and st
not limit the right of the Company or any Affiligtén its sole discretion, to terminate the emplogpmef any Officer at any time, or
accordance with any written employment agreemenbmpany and Officer may have.

Approved by:

/sl Alice A. Cobb
Alice A. Cobb, SVP and Chief Administrative Officer

March 31, 2010
Date







Exhibit 10.4

PERFORMANCE
RESTRICTED STOCK RIGHTS AWARD AGREEMENT
PNM RESOURCES, INC. SECOND AMENDED AND RESTATED
OMNIBUS PERFORMANCE EQUITY PLAN

PNM Resources, Inc., a New Mexico corporation, (MR or the “Company”) hereby awards &rirst» «Last», (the “Granteey,
a Participant in the PNM Resources, Inc. Second rkted and Restated Omnibus Performance Equity Rlen“Plan”), as it may b
amended, a Performance Restricted Stock Rights d\¢iae “Award”) for the number of shares of comnstock of Company (“Stockfiotec
below. The grant is made effective as of the _day of March, 2010 (the “Grant Date”).

Capitalized terms used in this Performance ResttiGtock Rights Award Agreement (the “Agreemeatill not otherwise defin
herein shall have the meanings given to such terrte Plan.

1. Grant . Company hereby awards Grantee an opportunidatn Restricted Stock Rights at the Threshold, 8tasg Maximun
Award level listed in Section 4, based upon Compapgrformance over the Performance Period (aseatkfimSection 3, in accordance v
and subject to the terms and conditions set fortthis Agreement. In no event will the Award exatdlee Maximum Award level indicated
Section 4. If Grantee is a Covered Employee, thard is intended to be a PerformarBased Award granted pursuant to Section 12 ¢
Plan.

2. Award Subject to Plan. This Award is granted pursuant to the Plantéineas of which are hereby incorporated by reference

3. Performance Period. The Performance Period for this Award begindamuary 1, 2010 and ends on December 31, 2010.

4. Performance Goals; Number of Restricted Stock Rigist Earned. Grantee will earn Restricted Stock Rights bagsah the
level of Company’s Adjusted Cash Earnings durirgg®lerformance Period as set forth below:

If Company’s Adjusted Cash Earnings over the
Performance Period are:

The number of Restricted Stock Rights awarded t
Grantee will be:

/At least $275 MM (but not $310 MM)

(the Threshold Award), adjusted as e
below.

At least $310 MM (but not $345 MM)

(the Target Award), adjusted as dedd
below.

$345 MM or more

(the Maximum Awar

If Companys Adjusted Cash Earnings for the Performance Periedess than $275,000,000, no Restricted StoghtRwill be du
pursuant to the Agreement. If Company’s AdjustediCEarnings for the Performance Period exceed,820®00 but are less than




$310,000,000, the number of Restricted Stock Rigghtghich Grantee is entitled will be interpolateetween the Threshold and Target Av
levels. If Companys Adjusted Cash Earnings for the Performance Pexaded $310,000,000 but are less than $345,0000@@umber ¢
Restricted Stock Rights to which Grantee is emtitléll be interpolated between the Target and MaximAward levels.

5.  Adjusted Cash Earnings. For purposes of solely measuring performancesutitce Agreement, “Adjusted Cash Earnings”
defined as the amount of the Company’s net cash filom operating activities (as reflected on ther(any’s cash flow statement) adjus
for certain items. Specific adjustments to the Canys net cash flow from operating activities inclutie following: (1) adding amour
received by the Company as principal payments erPtilo Verde lessor notes, (2) adding amountsweddiy the Company as Palo Verc
toll revenue, (3) including amounts attributabledptim Energy, LLC cash earnings, (4) excludingndes in the Compang’'working capita
and (5) excluding the impacts of the Valencia NGomtrolling Interest. The Adjusted Cash Earniley®ls are not necessarily identical to
earnings outlook or guidance that may be annoubgethe Company and are structured to ensure thatrdwwayments are not artificia
inflated or deflated.

6. Determination of Adjusted Cash Earnings and Restrited Stock Rights Award . The Committee will determine t
Adjusted Cash Earnings for the Performance Periwdi Grantees corresponding Restricted Stock Rights Award, ny,aon or befor
February 28, 2011. The Committee then will subitsitdeterminations with respect to the Adjusted lC&srnings and the number
Restricted Stock Rights to which Grantee is emtitle the Board of Directors for review and approvahe date on which the Board
Directors approves the number of Restricted StoightR is referred to below as the “DeterminatiortddaThe Restricted Stock Rights
which Grantee is entitled pursuant to this Secsioall vest and become payable at the times deslcirib®ections 7 and 8.

7. Vesting.

€)) Except as set forth below, the Restricted StockhRigo which Grantee is entitled shall vest in fodowing
manner: (i) 33% of the Restricted Stock Rightd wist on the first anniversary of the Determinatidate, (ii) an additional 34% of t
Restricted Stock Rights will vest on the secondiarsary of the Determination Date, and (iii) theaf 33% of the Restricted Stock Rig
will vest on the third anniversary of the Deterntioa Date.

(b) Upon Grantes’ Separation from Service due to death, DisabiRigtirement, Impaction or Change in Control primttie
end of the Performance Period, Grantee shall wegtgro rata portion of the Restricted Stock Rigbte/hich Grantee is entitled at the en
the Performance Period as described in Subsec8di(a)(iii)(3) of the Plan. The number of ResgittStock Rights to which Grante¢
entitled hereunder shall be determined at the csiah of the Performance Period based upon actrébnmance during the Performa
Period.

(©) Upon Grantea’ Separation from Service due to death, DisabiRgtirement, Impaction or Change in Control aftes
conclusion of the Performance Period, nonvestedriResl Stock Rights shall become 100% vested ao@ance with Subsection 13.1(a)(iii)
(3) of the Plan.




(d)  Upon Grantee’s involuntary or voluntary Segimn from Service for any reason other than ttesgdorth in
Subparagraphs (b) and (c) above, the Restrictezk Rights, if not previously vested, shall be caadand forfeited immediately.

(e) Upon Grantee’s Separation from Service fanggaall nonvested Restricted Stock Rights shatldmeeled and forfeited
immediately.

8. Form and Timing of Delivery of Stock.

(&) If any Restricted Stock Rights granted hereundst &e described in Section 7(a), Grantee will rex#ie Stock payak
with respect to such vested Restricted Stock Rigittsin ninety (90) days following the dates on alhihe Restricted Stock Rights vest.

(b) If any Restricted Stock Rights granted hereundst ae described in Section 7(b), Grantee will ree¢he Stock withi
ninety (90) days following the end of the PerformaifPeriod.

(c) Except as otherwise provided in Section 8(d), i &estricted Stock Rights granted hereunder vedlessribed i
Section 7(c), Grantee will receive the Stock pagatith respect to such Restricted Stock Rightsiwittinety (90) days following the date
Grantee’s Separation from Service.

(d) The Restricted Stock Rights granted hereunderubject to the requirements of Section 409A of tleel€ Accordingly
the restrictions described in Section 20.4 of tlamRpply to the Restricted Stock Rights. In ddditif Grantee is a Specified Employee at
time of Grantees Separation from Service, the six (6) month deéfapayments to a Specified Employee upon a Separdtom Servic
(described in Section 20.3 of the Plan) applies.

9. Adjustments . Neither the existence of the Plan nor the Avarall affect, in any way, the right or power of Quamy to mak
or authorize: any or all adjustments, recapitalizet, reorganizations, or other changes in Compaogpital structure or its business; or
merger or consolidation of Company; or any corpoitt or proceeding, whether of a similar charastestherwise; all of which, and t
resulting adjustments in, or impact on, the Awarelraore fully described in Section 5.3 of the Plan.

10.  Withholding and Deductions. Company shall have the right to require thatn@ea remit to Company an amount suffic
to satisfy any federal, state or local taxes of kimgl as are required by law to be withheld witBprect to the delivery of shares of Stoc
payment for the Restricted Stock Rights grante@ireder. Company also shall have the right to alad other actions as may be nece:
in the opinion of Company to satisfy all obligatiofor withholding and payment of such taxes. Comypaay, in its sole discretion, per
Grantee to elect to satisfy the minimum statutasywithholding obligation which may arise in contiec with the Restricted Stock Rights
requesting that Company withhold shares of Stoskngea Fair Market Value on the date of withholdiemual to the amount of the minim
statutory tax withholding. Any such election shadl subject to the provisions of applicable law &mény conditions the Committee n
determine to be necessary in order to comply witla@plicable withholding requirements and the &gille conditions of Rule 16B-or its
successors under the Exchange Act.




11. Dividend Equivalents. Grantee will not be entitled to receive a divideequivalent for any of the Restricted Stock Right
granted hereunder.

12. Compliance with Exchange Act. If Grantee is subject to Section 16 of the Exg®Act, Restricted Stock Rights grar
pursuant to this Award are intended to comply aitrapplicable conditions of Rule 16b-3 or its se&sors under the Exchange Act.

13. Non-Assignability . The Award and Granteetights under this Agreement shall not be traadfler other than by will or |
the laws of descent and distribution. The Reg&tdi&tock Rights are otherwise nassignable. (See Section 14 of the Plan). Thestéerec
shall be binding on the executors, administratoes;s and successors of Grantee.

14. Voting Rights . During the Restricted Period, Grantee will hagevoting rights with respect to nonvested Residd$tock
Rights.

15. Grantee Representation. As a condition to the receipt of any shares ticl hereunder, Company may requit
representation from Grantee that the Stock is batired only for investment purposes and witteayt present intention to sell or distrib
such shares.

16. Employment Agreement. Notwithstanding anything to the contrary conggirin this Agreement, (a) neither the Plan noi
Agreement is intended to create an express or ésiptontract of employment for a specified term leetw Grantee and Company
(b) unless otherwise expressed or provided, iningiitby an authorized officer, the employment iielaghip between Grantee and Comg.
shall be defined as “employment at will” whereither party, without prior notice, may terminate te&tionship with or without cause.

17. Regulatory Approvals and Listing . Company shall not be required to issue any faaté for shares of Stock upon
vesting of Restricted Stock Rights granted undisr Agreement prior to satisfying any regulatory mwal, registration, qualification or ott
requirements of the Securities and Exchange Conwnisshe Internal Revenue Service or any other gowental agency which t
Committee, in its sole discretion, shall deterntmbe necessary or advisable. (See Section 2QHed?lan).

18. Administration . This Agreement shall at all times be subjedh®terms and conditions of the Plan and the Fiaii & all
respects be administered by the Committee in aeoaelwith the terms of and as provided in the PlEme Committee shall have the sole
complete discretion with respect to the interpietadf this Agreement and the Plan, and all matteserved to it by the Plan. The decis
of the majority of the Committee with respect thierand to this Agreement shall be final and bindipgn Grantee and Company. In
event of any conflict between the terms and coodgtiof this Agreement and the Plan, the provisaribe Plan shall control.

19. Waiver and Modification . The provisions of this Agreement may not be wdier modified unless such waiver or
modification is in writing signed by Company.

20. Validity and Construction . The validity and construction of this Award dhz governed by the laws of the State of New
Mexico.

MANY OF THE PROVISIONS OF THIS AWARD AGREEMENT ARE SUMMARIES OF SIMILAR PERTINENT PROVISIONS
OF THE PLAN. TO THE EXTENT THIS




AGREEMENT IS SILENT ON AN ISSUE OR THERE IS A CONFL ICT BETWEEN THE PLAN AND THIS AGREEMENT, THE
PLAN PROVISIONS SHALL CONTROL.

IN WITNESS WHEREOF, Company has caused this Pediooa Restricted Stock Rights Award Agreement taexecuted o
March __, 2010, by a duly authorized representative

PNM RESOURCES, INC.

By

Alice A. Cobb
Senior Vice President and
Chief Administrative Officer







Exhibit 10.5

PERFORMANCE CASH AWARD AGREEMENT
PNM RESOURCES, INC. SECOND AMENDED AND RESTATED
OMNIBUS PERFORMANCE EQUITY PLAN

PNM Resources, Inc., a New Mexico corporation, (MR or the “Company”) hereby awards teFirst» «Last» , (the
“Participant”) a Participant in the PNM Resourckes,. Second Amended and Restated Omnibus Perfoemiaquity Plan (the “Plan”as i
may be amended, a Performance Cash Award (the ‘@)vaffective as of the __ day of March, 2010.

Capitalized terms used in this Performance Cashrdwgreement (the “Agreement&dnd not otherwise defined herein shall hav
meanings given to such terms in the Plan.

1. Grant . Company hereby awards to Participant the oppiytdo earn a cash payment in an amount equdidorhresholc
Target or Maximum Award level listed in Sectionbésed upon Compars/performance over the Performance Period (defim&kction 3’
in accordance with and subject to the terms andlitions set forth in this Agreement. In no everill the Award exceed the Maximu
Award level indicated in Section 4. If Participasta Covered Employee, the Award is intended t@ BBerformanc®ased Award grantt
pursuant to Section 12 of the Plan.

2. Award Subject to Plan. This Award is granted pursuant to the Planténeas of which are hereby incorporated by reference

3. Performance Period. The Performance Period for this Award begindamuary 1, 2010 and ends on December 31, 2010.

4. Performance Goals; Amount of Award. The amount of the Award to which Participang¢mgitied pursuant to this
Agreement, if any, is based upon the level of CamfsaAdjusted Cash Earnings during the Performdaegod as set forth below:

If Company’s Adjusted Cash Earnings over the The Annual Performance Cash Award awarded to

Performance Period are: Participant will be:

/At least $275 MM (but not $310 MM) S (the Threshold Award), adjusted
described below.

At least $310 MM (but not $345 MM) S (the Target Award), adjusted as de
below.

$345 MM or more 5 (the Maximum Award)

If Company’s Adjusted Cash Earnings for the Performance Peariedess than $275,000,000, no payment will bepdusuant to th
Agreement. If Companyg’ Adjusted Cash Earnings for the Performance Pexiagbed $275,000,000 but are less than $310,000t0€
amount of the payment to which Participant is &ditwill be interpolated between the Threshold aadget Award levels. If Comparg/’
Adjusted Cash Earnings for the Performance




Period exceed $310,000,000 but are less than $335@0, the amount of the payment to which Pasitips entitled will be interpolated
between the Target and Maximum Award levels.

5. Adjusted Cash Earnings. For purposes of solely measuring performanceutite Agreement, “Adjusted Cash Earnings”
defined as the amount of the Company’s net cash filom operating activities (as reflected on thepanys cash flow statement) adjus
for certain items. Specific adjustments to the Canys net cash flow from operating activities inclutie following: (1) adding amour
received by the Company as principal payments erPtilo Verde lessor notes, (2) adding amountsweddiy the Company as Palo Verc
toll revenue, (3) including amounts attributabledptim Energy, LLC cash earnings, (4) excludingngdes in the Compang’'working capita
and (5) excluding the impacts of the Valencia Neomtrolling Interest. The Adjusted Cash Earniley®ls are not necessarily identical to
earnings outlook or guidance that may be annoubgethe Company and are structured to ensure thatrdwwayments are not artificia
inflated or deflated.

6. Determination of Adjusted Cash Earnings and AwardsPayable . The Committee will determine the Adjusted C
Earnings for the Performance Period and the amaolutite Award to which Participant is entitled, iya on or before February 28, 2011
Participant is Compang’CEQ, the Committee then will submit its deterrtiores with respect to the Adjusted Cash Earningstae amour
to which such Participant is entitled to the Boafdirectors for review and approval. No amounll Wwe payable to such Participant in
absence of approval by the Board of Directors.

7. Form and Timing of Payment. Participant will receive the payment, if any, orbefore March 15, 2011.

8. Termination of Employment Due to Death, Disability,Retirement, Impaction or Change in Control Prior to Payment o
Award . Upon Participans Termination of Employment due to death, DisahiRetirement, Impaction or Change in Control ptithe en
of the Performance Period, Participant shall vest pro rata portion of the Award to which Partipis entitled at the end of the Perform:
Period based on the level of achievement of théoBeance Goals described in Section 4. The paymoewhich Participant is entitled for t
pro rata portion of the vested Award shall be basedhe number of full months included in the Perfance Period as of the date
Participants Termination of Employment compared to the nundfefull months included in the Performance Periddhe amount of tr
Award to which Participant is entitled hereundealklbe determined at the conclusion of the PerfoweaPeriod based upon ac
performance during the Performance Period. TherAwfhany, shall be paid at the time and in therfalescribed in Section 7.

9. Withholding and Deductions . Company is authorized to withhold from any pawmtsecalled for by this Agreement
withholding and other taxes due to the federal amg state governments and to take such other agidbompany may deem necessal
advisable to enable Company and Participants tshgatbligations for the payment of withholding &sxand other tax liabilities relating to
payment.

10. Non-Assignability . The Award and Participant’s rights under thigéggnent shall not be transferable other than blyowil
by the laws of descent and distribution. The




Performance Cash Award is otherwise rmsignable. (See Section 14 of the Plan). Thastesf this Agreement and the Plan shal
binding on the executors, administrators, heirssarmtessors of Participant.

11. Employment Agreement. Notwithstanding anything to the contrary congairin this Agreement, (a) neither the Plan nol
Agreement is intended to create an express or éshpdbntract of employment for a specified term leetw Participant and Company
(b) unless otherwise expressed or provided, inmg;itby an authorized officer, the employment iielaghip between Participant and Comg
shall be defined as “employment at will” whereither party, without prior notice, may terminate te&tionship with or without cause.

12. Administration . This Agreement shall at all times be subjedh®terms and conditions of the Plan and the Fiaii & all
respects be administered by the Committee in aao@alwith the terms of and as provided in the PTHme Committee shall have the sole
complete discretion with respect to the interpretabf this Agreement and the Plan, and all matteserved to it by the Plan. The decis
of the majority of the Committee with respect therand to this Agreement shall be final and bindipgn Participant and Company. In
event of any conflict between the terms and comdgtiof this Agreement and the Plan, the provisarike Plan shall control.

13.  Waiver and Modification . The provisions of this Agreement may not be wdier modified unless such waiver or
modification is in writing signed by Company.

14.  Validity and Construction . The validity and construction of this Agreememal§be governed by the laws of the State of
New Mexico.

MANY OF THE PROVISIONS OF THIS AWARD AGREEMENT ARE SUMMARIES OF SIMILAR PERTINENT PROVISIONS
OF THE PLAN. TO THE EXTENT THIS AGREEMENT IS SILEN T ON AN ISSUE OR THERE IS A CONFLICT BETWEEN
THE PLAN AND THIS AGREEMENT, THE PLAN PROVISIONS SH ALL CONTROL.

IN WITNESS WHEREOF, Company has caused this Pedona Cash Award Agreement to be executed on March2010 by it
duly authorized representative.

PNM RESOURCES, INC.

By

Alice A. Cobb
Senior Vice President and
Chief Administrative Officer







Exhibit 10.6
MUNICIPAL EFFLUENT PURCHASE AND SALE AGREEMENT

This MUNICIPAL EFFLUENT PURCHASE AND SALE AGREEMENTthis “Agreement”)is entered by and between City
Phoenix (“Phoenix”)City of Mesa, City of Tempe, City of Scottsdaledadity of Glendale, Arizona municipal corporatigsllectively the
“Subregional Operating Group” and hereinafter neférto as the “SROG Cities” and individually as@ROG City”); and Arizona Publi
Service Company, an Arizona corporation (“AP%iRd Salt River Project Agricultural Improvement @wlver District, an Arizona municif
corporation and agricultural improvement distrit@RP"), acting on behalf of themselves and El Paso Ele€oimpany, a Texas corporati
Southern California Edison Company, a Californigpooation, Public Service Company of New Mexicdyew Mexico corporation, Southe
California Public Power Authority, a California fdipowers authority, and the Los Angeles DepartroéiVater & Power, a municipal utili
(hereinafter collectively referred to as the “P#lerde Participants” and individually as a “Palo ¥erParticipant”).The SROG Cities at
APS and SRP are sometimes individually referréd this Agreement as a “Party” and collectivelytlas “Parties.”

RECITALS

A. WHEREAS, on April 23, 1973, the SROG Cities, alamigh the Town of Youngtown, and APS and SRP enténéal that certai
“Option and Purchase of Effluent Agreement” refdri® as “Agreement No. 13904inder which, among other things,
municipalities agreed to sell and deliver treatedstewater discharged from the 91st Avenue wastewatgment plant (“Efflueny;
a municipal wastewater treatment plant jointly odiy the SROG Cities (the “91st Avenue WWTRHd operated and maintait
by Phoenix in its own behalf and as administratigent for the other SROG Cities, for cooling usehat Palo Verde Nucle
Generating Station (“PVNGS™pperated and maintained by APS in its own behalf am administrative agent for the other |
Verde Participants

B. WHEREAS, on April 17, 1989, iArizona Public Service Co. v. Long , 160 Ariz. 429 (1989), the Supreme Court of Ariadreld
among other things, that municipal sewage efflieneither surface water nor groundwater; it isaw#hat loses its original charac
as surface water or groundwater, does not reestaltfi legal character until it is returned to treund as either surface wate
groundwater, and prior to such return of effluentite ground as either surface water or groundwtitermunicipalities creating it ¢
free to contract for the disposition of said effitie

C. WHEREAS, the Effluent purchased and sold in acaurdawith the terms and conditions of this Agreenigimtended by the Parti
to meet the legal standards set fortl/Arizona Public Service Co. v. Long regarding the SROG Citi’ disposition of effluent

D. WHEREAS, pursuant to the terms of Agreement No.0#3%he SROG Cities are committed to make availéblthe Palo Verc
Participants up to 105,000 acre-feet of Effluentyssar through June 1, 2025, 70,000 deet-of Effluent per year through April :
2026, and 35,000 ac-feet of Effluent per year through November 25, 2G#%#r which time Agreement No. 13904 would teratén




E. WHEREAS, on December 11, 2008, APS, acting inagsacity as operating agent of PVNGS, submittethédinited States Nucle
Regulatory Commission three operating license rahapplications, which, if granted, will allow eachthe three units at PVYNGS
operate for an additional 20 years beyond the ntifieense termination dates, thereby potentiaktereding the operating life
PVNGS through 2047

F. WHEREAS, as a result of these PVNGS operating ieerxtensions, the Palo Verde Participants dessedure the right to contin
purchasing and receiving Effluent from the SROGeSithrough 205C

G. WHEREAS, the Palo Verde Participants haverdeined that less than the entire 105,000 &moe-quantity of Effluent the SRC
Cities are committed to provide each year underedgrent No. 13904 is required to operate PVYNGSlatépacity and, therefor
desire to reduce this quantity by 25,000 -feet per year

H. WHEREAS, the SROG Cities desire to continue sellffjluent for beneficial use at PVNGS and any otkésctric generatir
facilities located within 10 miles of PVYNGS purstiémthe terms and conditions contained in thise®gnent

I WHEREAS, the extended sale and purchase of Effltrenugh 2050 will ensure the continued benefiaisd of a renewable wa
source for power generation purposes while redutisglemand for n-renewable water supplie

J. WHEREAS, this Agreement is intended to replace Agrent No. 13904, which will be of no further forand effect upon tt
Effective Date (defined in Section 2, below) ofstligreement; an

K. WHEREAS, APS and SRP are entering into this Agregrma their own behalf and on behalf of the othaloP/erde Participan
pursuant to authorizations conferred on APS and S8Rier that certain Arizona Nuclear Power ProjemttiBipation Agreeme
effective September 4, 1973, as such agreementésded from time to time (t** ANPP Participation Agreeme”).

AGREEMENT

NOW, THEREFORE, in consideration of the mutual pisens, terms, and conditions contained in this Agwert, and other good a
valuable consideration, the receipt and adequawyhath are hereby acknowledged by the PartiesP#rdes agree as follows:

1. Ownership Change.

1.1. As to the Palo Verde Participant&ny person, partnership, corporation, or governtal body or agency (each, a “Pergon”
engaged in the generation, transmission, or digidh of energy that, after the Effective Date, draes a Participant in PVN(
pursuant to Section 15 of the ANPP Participatiome&gnent shall be a Palo Verde Participant undsrAbreement.




1.2. Astothe SROG CitiesAny municipal corporation that, after the EfigetDate, becomes the holder of an ownership isl
in the 91stAvenue WWTP shall be a SROG City under this Agre@me

Term and Termination DateThis Agreement shall become effective on the dat which this Agreement has been approved t

governing bodies of all of the Parties and is sighg all of the Parties (the “Effective Dategnd shall terminate on December
2050, unless extended by mutual agreement of thee®@ursuant to Section 14, belc

Effluent Deliveries; Quantity; Relinquishme.

3.1. _Delivery Points Throughout the term of this Agreement and inoadance with Section 3.2, below, Phoenix shallveelug
to 80,000 acre-feet of Effluent annually (the “Coitted Quantity”) to the delivery points (the “Dedisy Points)
interconnecting the 92 Avenue WWTP with the PVNGS water reclamation supmylstem pipeline (the “WRSS Pipelinddy
transport to the PVNGS Water Reclamation Facilite (‘PVNGS WRF”), which Delivery Points are depitten Exhibit “A”
attached to this Agreement. APS and Phoenix nay fime to time, by mutual written agreement, deaig additional poin
of delivery for the purpose of delivering Efflugntthe WRSS Pipeline. Upon such designation, #ve point of delivery she
become a Delivery Point under this Agreement.

3.2. Monthly Delivery Quantities

3.2.1. Subject to Section 3.3, below, throughout the tefrthis Agreement, in each of the months from Janttzrough Apri
and October through December, Phoenix shall ma&gadle for delivery to PVNGS up to 7,000 acre-feeEffluent.

3.2.2. Subject to Section 3.3, below, throughout the terfnthis Agreement, in each of the months from Mhyougt
September, Phoenix shall make available for delit@ PVNGS up to 8,000 acre-feet of Effluent.

3.3. Annual Delivery Quantities Subject to Sections 3.5 and 7.2, below, Phoshall not be required to deliver more than
Committed Quantity of Effluent each calendar yaader this Agreement.

3.4. Relinquishment of Portion of Committed Quignt

3.4.1. The Palo Verde Participants may, uponnsinths’ prior written notice to Phoenix, which notice shiaé given i
accordance with the requirements of Section 28e3pvb (the “Relinquishment Notice”permanently relinquish
portion of the Committed Quantity. The Relinquigmh Notice shall identify the quantity of Effluetite Palo Verd
Participants desire to relinquish (the “Relinquidt@uantity”) and the date on which the relinquishment shall e
effective (the “Relinquishment Date”).




Unless otherwise agreed to in writing by the SROIGe§ as of the date of the Relinquishment Notieeither th
Relinquished Quantity nor Relinquishment Date maysbbsequently modified by the Palo Verde Partitganor ma
the Palo Verde Participants rescind the relinquesiimdescribed in the Relinquishment Notice. Updre
Relinquishment Date, the Relinquished Quantity Igbaldeducted from the Committed Quantity in eff@stof the da
of the Relinquishment Notice, and the differencalldbecome the new Committed Quantity under thise&gient unle:
and until later modified pursuant to this Sectiof.B.

3.4.2. Unless otherwise agreed to by the Parties, motiifica to the Committed Quantity pursuant to thist®a 3.4 sha
not affect the monthly delivery requirements sethfan Section 3.2, above.

3.4.3. As of the Relinquishment Date, the Reliskied Quantity of Effluent shall be available foetSROG Cities’ use, sale,
or other disposition.

3.5. Substantial Change in ConditionSection 3.4, above, notwithstanding, and sulifeetvailability as reasonably in good f:
determined and authorized by the SROG Cities, @le Ferde Participants shall have the right to dieévery of addition:
quantities of Effluent for use consistent with teems of this Agreement if certain conditions sahstlly change at PVNC
resulting in the need for additional Effluent. eTladditional quantities of Effluent resulting frosubstantially changs
conditions pursuant to this Section 3.5 shall rogteater than 8,000 adieet per year during the term of this Agreemertte
Per AcreFoot Price (defined in Section 4.2, below) of amdiional Effluent purchased by the Palo Verde iPig@nts
pursuant to this Section 3.5 shall be:

3.5.1. For calendar years 2010 through 2025P#reAcre-Foot Price determined in accordance wéittiSn 4.2.1, below;

3.5.2. For calendar years 2026 through 2050fatineth tier Per Acre-Foot Price determined in ademce with Section 4.2.2,
below.

4. Price. In consideration of the sale and delivery ofligfht from the SROG Cities throughout the termhi§ tAgreement and tl
other services provided by the SROG Cities purstatitis Agreement, the Palo Verde Participantdl shake payments to Phoer
on behalf of the SROG Cities, in the manner andeasrmined pursuant to this Sectior

4.1. Water Supply PaymentsThe Palo Verde Participants shall pay Phoenixpehalf of the SROG Cities, four lunspHr
payments of 7.5 million dollars each (“Water Supplgyments”)which Water Supply Payments shall total 30 millawllars. Th
Palo Verde Participants shall pay the Water Supplyments in accordance with the following schedule:




4.1.1. Within 30 days after the Effective Datéy million dollars;
4.1.2. 7.5 million dollars by January 31 of eafihe years 2011 through 2013;

4.1.3. Upon the Palo Verde Participaritdl payment of 30 million dollars to the SROG @#gipursuant to this Section «
no further Water Supply Payments shall be payabtke SROG Cities throughout the term of this Agnent.

4.2. Per Acrd=oot Payments In addition to the Water Supply Payments desdilm Section 4.1, above, subject to Section
below, the Palo Verde Participants shall pay Phoami behalf of the SROG Cities, for each afrat- of Effluent actually delivere
to the Delivery Points pursuant to this Agreemébe(ivered Effluent Quantity”)as measured by the Metering Devices (defin
Section 6, below). Beginning on the Effective Dateoughout the term of this Agreement, the Patydé Participants shall g
Phoenix, on behalf of the SROG Cities, for the pmes month’s Delivered Effluent Quantity by mulyipig the previous montk’
Delivered Effluent Quantity by the applicable pereafoot price (the product being the “Monthly Pagmh Amount”),as determine
in accordance with Sections 4.2.1 and 4.2.2, bélbev“Per Acre-Foot Price”).

4.2.1. Per Acrd-oot Price: 2010 through 2025For calendar years 2010 through 2025, the Palal&/Participants shall g
Phoenix, on behalf of the SROG Cities, the Per Aayet Prices contained in the following schedule:

Contract Year | cF Acre-Foot
Price
2010 $58.57
2011 $64.71
2012 $71.51
2013 $79.02
2014 $87.31
2015 $96.48
2016 $106.61
2017 $117.81
2018 $130.18
2019 $143.85
2020 $158.95
2021 $175.64
2022 $194.08
2023 $214.46
2024 $236.98
2025 $261.86




4.2.2. Per Acrd-oot Price: 2026 through 2050

4.2.2.

1. In calendar years 2026 through 2050, the Palo VPBatticipants shall pay Phoenix, on behalf of tRO&
Cities, a Per Acré-oot Price based on the following escalating tieed structure, which is composed of 1
price tiers based on the monthly Delivered Efflu@ntantity:

Delivered Effluent

Tier Quantity
1 0 - 2,000 acr-feet
2 2,001- 4,000 acr-feet
3 4,001- 6,000 acr-feet
4 6,001— 8,000 acr-feet

4.2.3.

4.2.2.2.

4.2.2.3.

For each of the years 2026 through 20@8Per Acre-Foot Prices applicable to Tiersratgh 4 shall remain
fixed at $198.00, $293.00, $349.00, and $474.G(peetively.

Starting in 2029 and every year thereafter thro2@b0, subject to an annual cap of three perceatptbacedin
year's Per Acré=oot Price applicable to each tier shall be adfusi@sed on the simple average of the folloy
three price indices as determined for that precgdialendar year: (i) Consumer Price IndexAK Urban
Consumers, U. S. City Average, Water and Seweragaint®hance (not seasonally adjus
[CUUROOOOSEHGO01)]; (ii) Consumer Price IndexA Urban Consumers, U.S. City Average, West Urljaol
seasonally adjusted) [CUUR0400SA0, CUUS0400SAQF @n Consumer Price Index All Urban Consumer
U.S. City Average, Electricity (not seasonally adgd) [CUUROO00SEHF01, CUUSO000SEHFO01] (thelices
Basket”). Should any of the price indices in the Indices Badhke discontinued, the Parties shall subs
another such index generally recognized to be amdiive with respect to the subject matter of digcontinue
index and this Agreement.

Monthly Billings and PaymentsBy the fifth business day of each month, APSlIsheovide to Phoenix the flo

information necessary to calculate the Monthly PagtmAmount, which flow information shall be sent facsimile o
electronic mail and regular United States Mail.ingsthe flow information provided by APS pursuantthis Section 4.2.
Phoenix shall invoice APS for the Monthly Paymemha@unt by the fifteenth day of the same month inchihe flow
information was received from APS; and APS shalf phoenix, on behalf of the SROG Cities, the MontRaymer
Amount by the last day of that same month. PraVvidleoenix




has properly invoiced APS pursuant to this Secdlich3, if APS fails to pay the Monthly Payment Amoby the due da
thereof, Phoenix shall notify APS of such delinqugsyment (the “Monthly Payment Delinquency Noticeind APS she
pay the entire amount owed to Phoenix within 15sdafyer receipt of the Monthly Payment Delinqueitice. If APS
fails to pay the entire amount owed to Phoenix with5 days of receipt of the Monthly Payment Deliagcy Notice
beginning on the date on which the Monthly Paymf@miount was originally due, interest shall accruetioa delinquer
amount at a rate of one percent per month until.pai

Non-Usage Fee.

5.1.

Calculation of Netdsage Fee Subject to Section 5.3, below, throughout thentef this Agreement, if APS does not t

delivery of the entire Committed Quantity in a calar year, in addition to any other payments owethe SROG Citie
pursuant to Section 4, above, the Palo Verde Raatits shall pay a fee to Phoenix, on behalf ofSROG Cities, based on-
difference between the Committed Quantity and @eéd Effluent Quantity in such year (the “Non-Us&ge”). The Non-
Usage Fee shall be calculated in accordance wétHaliowing schedule gee attached Appendix for illustrative example:
Non-Usage Fee calculations):

51.1.

5.1.2.

2010 through 2025For calendar years 2010 through 2025, the Nsage Fee shall be calculated by subtractin
Delivered Effluent Quantity in the calendar yearQiDfrom the Committed Quantity in that same yeafQ)Gnc
multiplying the difference by 20 percent of the Pare+oot Price (PP) applicable in that year (as detaeohiir
accordance with Section 4.2.1, above); or [(CQ - R®P x .20].

2026 through 2050: Ndfxtended Outage PeriodsSubject to Section 5.1.3, below, for calendaarge€2026 throuc
2050, the Norldsage Fee shall be calculated by subtracting tHdded Effluent Quantity in the calendar year (I
from the Committed Quantity in that same year (@@J multiplying the difference by 30 percent of simple averag
per acre-foot price applicable in that year, whaskrage per acre-foot price shall be determineddayjng the Per Acre-
Foot Price applicable to each of the four tierghia relevant year, (as determined in accordance $&iction 4.2..
above) and dividing the total by four (“Average Pere-Foot Price” or (AP)); or [(CQ — DQ) x AP x0B

For example, because, in 2026, the Per Acre-Face$for tiers 1 through 4 are set at $198, $2939%and $474,
respectively, the Average Per Acre-Foot Price fiese four tiers is $328.50. If 75,000 acre-fedt)(8f water was
delivered to PVNGS in 2026 and the Committed Quyamtas 80,000 acre-feet in that year, assumingtivere no
Extended Outage Periods (defined in Section 5.1k&lbw), the Non-




5.1.3.

Usage Fee payable to the SROG Cities by Januarg02¥, would be $492,750 ((80,000 AF — 75,000 ABB28.50

x .30).

2026 through 2050: Extended Outage Peridets calendar years 2026 through 2050, in liethefformula set forth

Section 5.1.2, above, if any PVNGS electric gemegatinit is shut down (“Outage Unitfor an Extended Outa
Period (defined in Section 5.1.3.1, below), the Nimage Fee applicable to each Outage Unit duringetktende:

Outage

Period only shall be determined by usindg'Representative Usaget€fined in Section 5.1.3.2, below) of s

unit. The NonUsage Fee payable for each Outage Unit during tttenBled Outage Period shall be calculate
multiplying the Representative Usage (RU) by 20cpet of the Average Per Acfeot Price (AP) applicable in tt
year; or [RU x AP x .20].

5.1.3.1.

5.1.3.2.

Extended Outage Peridgdhall mean a period of 90 or more consecutive d&gs which a PVNGS elect
generating unit is shut down. The Extended OuRergod shall commence on the day the electric ggine
unit is shut down and shall terminate on the dagy #ectric generating unit has resumed full p¢
generation. For purposes of this Section 5, ‘fialver’ means operation of a PVNGS electric generating
at or near maximum generation with consideration gmbient temperature, regulatory requirements,
equipment conditions.

Representative Usaés an estimate of the quantity of Effluent the @etdJnit would have used had it
experienced an Extended Outage Period, and is sege® calculate the Nodsage Fee for that Extenc
Outage Period. The Representative Usage shall dheabverage Effluent usage over the entirety e
Extended Outage Period of the two remaining PVN@&S8tec generating units that operated at full pr
during such period. If only one PVNGS electric gexiing unit operated at full power during the ietyi of the
Extended Outage Period, the Representative Usagle edual the Effluent usage of that unit over ¢
period. If none of the PVNGS electric generatimifsioperated at full power over the entirety af fxtende
Outage Period, the Representative Usage shallteentieed by considering the Effluent usage durhngyrmos
recent year in which at least one PVNGS electritegating unit operated at full power over the sameod o
time as the Extended Outage Period. If during éhérety of such prior time period more than onat
operated at full power, the average Effluent usafghose units shall be used to calculate the Reptativ:
Usage.

For example, on March 17, 2026, PVNGS Unit 3 shilatwn and does not resume full power generatior
June 20, 2026. In




5.1.3.3.

5.1.3.4.

addition, during this time frame, Units 2 and 3 em@nce shorterm outages, each lasting a
weeks. Because none of the three PVNGS electriergéng units operated continuously over the erlarct
17 through June 20, 2026 time frame, it is necgssaconsider the average Effluent usage for tleetat
generating units operating at full power during émgéirety of the March 17, 2025 through June 2@520erioc
(or the Effluent usage of one unit if it was thdyoanit that operated at full power over the engiref tha
period) in order to determine the Representativages If such data is not available over the Mdr¢h202!
through June 20, 2025 period because all thres emiperienced an outage sometime during that pettie
March 17, 2024 through June 20, 2024 period will dmmsidered. This process will continue until
Representative Usage for at least one PVNGS ueitatipg at full power can be determined.

Flow Measurements during Extended Guiggyiod. For purposes of determining the Representatisagt
pursuant to Section 5.1.3.2, above, APS shall taketalizer reading off the Metering Devices of |&éht
transferred from the PVNGS reservoirs to the cating water canals of the PVYNGS electric generatinigs
when the Outage Unit ceases operating at full poaed a second totalizer reading when the Outage
resumes operating at full power. The totalizerdiegs taken during the year used to determine
Representative Usage shall be used as the bastalforlating the NorJsage Fee pursuant to this Sec
5.1.3.

Calculation of Nesage Fees in Extended Outage Period Yednsany year in which NokJsage Fees ¢
paid pursuant to this Section 5.1.3, the total tjsanf Effluent on which such payment or paymeaits base
shall be subtracted from the Committed Quantityhiat year when determining the Nblsage Fee payat
pursuant to Section 5.1.2, above. Thus, the Neage Fee payable pursuant to Section 5.2, beloai I3
calculated by subtracting the Delivered Effluenta@iity in the relevant calendar year (DQ) and thil
Representative Usage (RU) in that same year frenCibmmitted Quantity in such year (CQ) and multipd
the difference by 30 percent of the Average PerAarot Price (AP) applicable in that year; or [(E@Q -
RU) x AP x .30].

For example, on March 17, 2026, PVNGS Unit 3 shiatwn and does not resume full power generatior
June 20, 2026; the Representative Usage over tlenéied Outage Period for the Outage Unit was 62608-
feet (AF). Assuming a Committed Quantity of 80,@@0e-feet, a Delivered Effluent Quantity of




5.1.3.5.

5.1.3.6.

68,500 acre-feet, and an Average Per Acre-Fooemni2026 of $328.50, the total N&isage Fees payable
Phoenix by January 31, 2027 would be calculatddlbsvs:

Extended Outage Period,500 AF x $328.50 x .20 = $427,05(Bection 5.1.3)

Non-Extended Outage Periad80,000 AF — 68,500 AF — 6,500 AF) x $328.50 8 83$492,750 (Sectiol
5.1.3.4)

Total NonUsage Fees (2026$427,050 + $492,750 = $919,800

Extended Outage Periods over Multipide@@dar Years: Existence Known as of December Bithe ever
an Extended Outage Period extends from the caleywtar for which a NotJsage Fee is payable into
following calendar year, and the existence of teended Outage Period is known as of Decembetrf 3ie
year for which the NomJsage Fee is payable, the Representative Usagk lshdieated as follows: T
Representative Usage based on that portion of ¥enBed Outage Period extending from the date ach
the Extended Outage Period commenced through Desre®ibof that same year shall be used to calctiia
Non-Usage Fee payable for that year. Additionally, BRepresentative Usage based on that portion o
Extended Outage Period extending from January dangfsubsequent year through the earlier of the o
which the Extended Outage Period terminates, oeBéer 31 of that year, shall be included in thewdatior
of the Non-Usage Fee payable for such year.

Extended Outage Periods over Multipiée@dar Years: Existence Unknown as of December [Blthe ever
an Extended Outage Period extends from the caleystar for which a Notdsage Fee is payable into
following calendar year, but the existence of thattended Outage Period was not known as of Decefibel
the year for which the Noblsage Fee is payable and did not become knownthetfollowing year, 10 perce
of that portion of the NomJsage Fee paid for such year, which is attributabl¢hat part of the Extend
Outage Period that occurred between the date oehwihie Extended Outage Period commenced thi
December 31 of that same year (which portion ofNba-Usage Fee would have been paid pursuant to S
5.1.2, above) shall be credited against the Neage Fee payable for the following year and, &dktent th
credit is not depleted, the remainder will be desdliagainst the Noblsage Fee payable in any subsec
years until depleted. That portion of the Non-Us&ge for any
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5.2.

5.3.

part of the Extended Outage Period extending framudry 1 of the year immediately following the yéz
which the Extended Outage Period commenced shalétermined in accordance with Section 5.1.3.5vabo

5.1.3.7. _Extended Outage Periods over Multipdendar Years: Applicable Per Adfeot Price. In any year i
which an Extended Outage Period extends over nfeiitglendar years pursuant to Sections 5.1.3.%5dnd.6
above, the Average Per Acre-Foot Price used tailzdte the NorJsage Fee in accordance with this Sec
5.1.3 shall be determined with reference to theARee-Foot Price applicable in the calendar year in whict
portion of the Extended Outage Period actually oecl

Payment of Nebdsage Fees By the tenth day of each January, APS shalligeto Phoenix the Representative Usage,
with the totalizer readings and calculations useddéetermine the Representative Usage, which tetralizadings ar
calculations shall be sent by facsimile or eledtranail and regular United States Mail. By the mtveth day of each Janua
Phoenix shall invoice APS for the Ndssage Fee calculated pursuant to Section 5.1, alsoMEAPS shall pay Phoenix,
behalf of the SROG Cities, the entire Ndsage Fee by January 31 of that same year. P¥Heenix has properly invoic
APS pursuant to this Section 5.2, if APS fails &y phe NonUsage Fee by the due date thereof, Phoenix shiéfly @S of
such delinquent payment (the “Non-Usage Fee Delingu Notice”),and APS shall pay the entire amount owed to Ph
within 15 days after receipt of the N@Usage Fee Delinquency Notice. If APS fails to e entire amount owed to Phoe
within 15 days of receipt of the Non-Usage Fee mplency Notice, beginning on the date on whichNbe-Usage Fee wi
originally due, interest shall accrue on the dalegt amount at a rate of one percent per monthpait.

No NorUsage Fee Payable upon Occurrence of Certain Everts the extent an event that may significanthpait
Phoenix’s ability to comply with the SROG Citiesbligations under this Agreement (as describeddntiSn 9.2, below
results in a decrease in the quantity of Effluéet Palo Verde Participants would have otherwisenaknder this Agreeme
no Non-Usage Fee shall apply to such quantity.

Metering Devices Metering devices installed by APS (“Metering ®s&”) shall be used to measure the quantity of Effl

delivered to the Delivery Points and to measurduEfft flows for purposes of calculating the Repnéstive Usage. Title to tl
Metering Devices shall be vested in the Palo Vepaeticipants. The Metering Devices shall be theishdor determining tf
Delivered Effluent Quantity. The Metering Devicgsall be of a design and type acceptable to PhaamixAPS. The Palo Ver
Participants shall bear the cost of the Meteringi€es and the cost to install, operate, maintapair, replace, and calibrate
Metering Devices. APS shall calibrate
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7.

Metering Devices no less frequently than once esexynonths. The SROG Cities may request in wgitwditional calibrations of tl
Metering Devices by an independent third papggvided that the cost incurred by the Palo Verde Partidpdor each addition
calibration shall be reimbursed by the SROG Citiekess any such additional calibration reveals thatinaccuracy of the Meteri
Devices is greater than plus or minus two perdanghich case the cost of such additional calibraghall be borne by the Palo Ve
Participants

Effluent Quality.

7.1.

7.2.

7.3.

Minimum Quality StandardsAt all times throughout the term of this Agreemhehe quality of Effluent delivered by Phoe
to the Delivery Points shall (i) be of equal ortbetjuality as the Effluent discharged from thes@venue WWTP to the Tri
Rios constructed wetlands project; and (ii) meeexeeed the 9% Avenue WWTPS applicable federal and state disch
permit limits, including any amendments or replaeats thereof as may be made from time to time.

Additional Effluent for Failure to MeetiMmum Quality Standards Throughout the term of this Agreement, if, iny
calendar year, the quality of Effluent delivered Rlyoenix does not meet the minimum quality starslaed forth inSectior
7.1, above, and, as a result of such failure, ngolater usage at PVNGS is increased above 75#1@@eet per year based
an analysis of past blowdown rates to the PVYNGSoanadion ponds, upon request by APS, Phoenix giralide an
additional Effluent required at no charge to théoRéerde Participants up to, but not exceedingpé&fent of the Committ
Quantity for that calendar year. The additionadmjity of Effluent required by this Section 7.2 bl independent of and
addition to any additional quantities of Effluerdligered to PVNGS pursuant to Section 3.5, abovey additional Effluer
provided pursuant to this Section 7.2 shall noalpart of the Committed Quantity.

Discharge of TDS Concentrate Prohibitéithe SROG Cities shall not discharge any totasalvedsolids concentrate at a
point downstream of the 9% Avenue WWTP headworks, including, without limitatjothe Delivery Points. By way
example, but not limitation, the SROG Cities sinalt discharge reverse osmosis concentrate streasustapoints.

Operation and Maintenan.

8.1.

8.2.

SROG Cities Phoenix shall operate, maintain, repair, andaep at the SROG Citiegxpense, the 91st Avenue WWTF
is necessary to enable the SROG Cities to carryheirt obligations pursuant to Sections 3 and dyvab

Palo Verde ParticipantsAPS shall operate, maintain, repair, and replatethe Palo Verde Participantskpense, &
facilities, structures, and equipment owned, ldase operated by the Palo Verde Participants, xeerlocated, used
useful for the receipt, treatment, storage, trartagion, and use of Effluent,
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including, without limitation, all such facilitiestructures, and equipment that may be locatedapepty owned by the SRC
Cities or any of them (“Participants’ Facilities"Phoenix and APS may agree by separate agreemeiftttbanix shall opere
and maintain certain of ParticipantBacilities or engage in other activities for theloP¥erde Participants and shall
compensated therefor.

Practices and Procedul.

9.1.

9.2

APS

9.1.1.

9.1.2.

9.1.3.

Throughout the term of this Agreement, by June 88azh year, APS shall provide Phoenix with a saledettin
forth the quantities of Effluent anticipated toreded during each month of the following year.

Except in the event of an unplanned, nedaled outage, APS shall give Phoenix 30 daygten notice in advance
any outage event. This notice shall include the dathe shutdown and the estimated duration@btitage.

If an unplanned, unscheduled outage orahgr event results in a “Substantial Decreasifiied below) in th
quantity of Effluent required by PVNGS, APS shattify Phoenix of the decreased Effluent quantityuieements ¢
soon as reasonably practicable. “Substantial Reefshall mean a decrease in flow requirements of greaan 2,00
gallons per minute over a six-hour period. By w&gxample, but not limitation,ah unplanned, unscheduled outac
any other eventtesulting in a Substantial Decrease in the quawmit{ffluent required by PVNGS might includ
shortnotice outage of an electric generating unit, a grofailure at the Hassayampa pump station, or eggetip failure
at the PVNGS WRF. APS shall use its best effartminimize the duration of any unplanned, unschedidutage ¢
any other events that result in a Substantial Bxseren the quantity of Effluent required by PVNGBder thi
Agreement. The notice required by this Section3shall include information detailing the reason the decreas:
flow requirement and when the event giving ris¢ht® decreased flow requirement first occurred etgected duratic
of the decreased flow requirement, and on whataasturn to full operating capacity is expected.

Phoenix As soon as reasonably practicable, Phoenix siodifly APS of any event that may significantly iaipPhoenix§
ability to comply with the SROG Citiegibligations under this Agreement, including, withdimitation, the requirements
Section 3, above, regarding quantity and the requiénts of Section 7, above, regarding quality.wBy of example, but n
limitation, an “event that may significantly impd®hoenix’s ability to comply with the SROG Citiesbligations under th
Agreement” might include the loss or impairmentpaiitions of the 93t Avenue WWTPS wastewater collection syste
including,

13




10.

11.

12.

13.

14.

without limitation, interceptors, or operationaloamalies at the 9% Avenue WWTP that have the potential to significg
change the quantity or quality of the Effluent detied to the Palo Verde Participants. Phoenix| sis# its best efforts
minimize the duration of any events that may sigaiitly impair Phoenix’s ability to comply with thEROG Cities’
obligations under this Agreement. The notice refliby this Section 9.2 shall include informatiatadling the cause of t
event that significantly impairs Phoenix’s abiltty comply with the SROG Citiegibligations under this Agreement and w
the event first occurred, the expected duratiosuch event, and by what date a return to normaktipas is expected.

9.3. Contact by Third PartiesThe SROG Cities shall not command, authorizeectlj or instruct their agents, consultants
contractors to contact PVNGS, including the PYNGBMYwithout the prior consent of APS.

New Treatment Plant. The SROG Cities shall install, operate, and ta@inany new wastewater treatment plants and
reclamation plants constructed at any location rothan the site of the 91st Avenue WWTP in such mearthat the installatio
operation, and maintenance of such new plant wvatl impair the ability of the SROG Cities to deliveffluent pursuant to th
Agreement

PVNGS Priority The Palo Verde Participantsght to the delivery of Effluent from the SROG €& pursuant to this Agreem
shall have priority over any other use or sale fffuEnt from the 91st Avenue WWTP (“PVNGS Priorijy’'bther than preexistir
commitments to Buckeye Irrigation Company (30,06fedeet), the Arizona Game & Fish Department (@,36refeet), the Unite
States Water Conservation Lab (1,200 acre-feet) emch of their successors-in-interest (collecgivPreexisting Users™)and only
up to the respective quantities provided hereiny Ase of the Committed Quantity by the SROG Citieany of them and by otht
claiming by, through, or under the SROG Citiesy af them (other than the Preexisting Users) dhambubordinated to the rights
the Palo Verde Participants pursuant to this Agesdr

Location of Use Delivered Effluent may be used by the Palo VeRdeticipants at PVNGS and any other electric gatime
facilities located within 10 miles of PVNGS. Indition, Effluent discharged from the WRSS Pipelfoe purposes of maintaini
and repairing the WRSS Pipeline may be used owr@grial lands adjacent to the WRSS Pipeline andgitiin the service area of
irrigation or water conservation district formedguant to A.R.S. § 2901 et seq., as amend

Use of Effluent Except as required for maintenance and repéites on the WRSS Pipeline, Effluent made avad#ato the Pal
Verde Participants pursuant to this Agreement shatllbe directly or indirectly utilized other thdor the purposes stated in t
Agreement without prior written consent of the SROBes.

Option to Extend and Trldp Payment In 2035, the Parties shall begin meeting to udisca potential new agreement for
purchase and sale of Effluent or an extensionisfAlareement for an additional 20 years through®2@ith no changes in PVNC
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15.

16.

17.

18.

Priority. The price terms of such new agreemerextended Agreement, which extended Agreement wioaldpplicable for the ye:
2051 through 2070 only, will be negotiated at ttirae. If the Parties successfully negotiate a agneement or an extension of
Agreement, and upon full execution of such new exguent or extended Agreement and approval by thergowg bodies of all of tt
Parties, the Palo Verde Participants shall pay Rikpen behalf of the SROG Cities, a lump-sum tapepayment (“Truddp
Payment”) if the annual price adjustment cap oé¢hpercent is exceeded during the 2029 through géBéd. The TruéJp Paymer
shall be based on the actual rate of inflation €dasn the Indices Basket) during each year thathreepercent cap was exceed
provided, however , the total overall price adjustment, including ffreielUp Payment, in each year of the 2029 through 208%¢
shall not exceed four percent. If the Partiesarable to mutually agree on the terms of a neweagest or an extension of t
Agreement, or if such new agreement or extendeegddgent is not approved by all of the Partigsverning bodies, the Palo Ve
Participants shall not be obligated to pay a -Up Payment

Notice of Unit Shutdowr. Subject to Section 27.2, below, in the eventRh® Verde Participants intend to take out of iserant
permanently retire from use as a source of elegeiteration a PVNGS electric generating unit, thé R/erde Participants sh
provide Phoenix with at least 24 mor’ written notice of the date on which the unit wid bhut down

No Waiver of Water Right. Nothing in this Agreement shall constitute aweaj relinquishment, abandonment, or forfeitureoy
water rights of any of the Partie

Easements and RigltEWay . Phoenix, without cost to the Palo Verde Parénig, shall grant easements, rightavaly, leases, at
licenses to the Palo Verde Participants for altiBigants’ Facilities as may be located at the site of the Mlgenue WWTP. It she
be the responsibility of Phoenix and APS to agrpenuthe scope and description of such easemegt¥s+ofway, leases, ai
licenses

Pledge, Transfer, and Assignment of Palo Verdedizaihts Interes.

18.1. The Palo Verde Participants shall have the riglingttime and from time to time to mortgage, creatgrovide for a securi
interest in or convey in trust all or part of thegspective interests in this Agreement and in prgperty installed ¢
maintained subject to this Agreement, includinghwiit limitation, Participantd-acilities, to a trustee or trustees under dt
mortgages, or indentures or to a secured partydies under a security agreement as securityrgsemt or future success
or assigns thereof, without need for the prior tgritconsent of any other Palo Verde Participanther SROG Cities at
without such mortgagee, trustee, or secured payraing or becoming in any respect obligated téopmr any obligation
under this Agreement.

18.2. Upon 30 daysidvance written notice to the other Palo Verdei#psants and the SROG Cities, any mortgagee, teust
secured party under present or future deeds df inmtgages, indentures, or security agreemerasyPalo Verde
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19.

18.3.

18.4.

18.5.

Participant and any successor or assign theredfaay receiver, referee, or trustee in bankruptayorganization of any Pe
Verde Participant, and any successor by actiomwfdr otherwise, and any purchaser, transfereassignee of any there
may, without need for the prior written consentiaf/ other Palo Verde Participant or the SROG Gisasceed to and acqt
all the rights, titles, and interests of such Pé&wde Participant in this Agreement and in any propinstalled or maintain:
subject to this Agreement and may take over posses$ or foreclose upon said rights, titles, antérests of such Palo Vel
Participant.

Upon 30 daysidvance written notice to the SROG Cities and oftado Verde Participants, each Palo Verde Partitighal
have the right to transfer and assign all or phitsointerest in this Agreement to any Person vgor will become a Pa
Verde Participant without the prior written consefithe SROG Cities or any other Palo Verde Padict. Upon any su
transfer, the Palo Verde Participant acquiring satérest shall assume all the duties and obligatielated thereto and, w
the written consent of the SROG Cities, which shatl be unreasonably withheld, the Palo Verde &pént transferring sur
interest shall be released and discharged therefrom

Except as otherwise provided in Sections 18.1,,18hd 18.3, above, any Person succeeding to thesyititles, and interes

of a Palo Verde Participant or SROG City shall asswuand agree to fully perform and discharge alth& obligation
hereunder of such Palo Verde Participant or SRQ @nd such Person or successor shall notify eatte other Palo Ver:
Participants and the SROG Cities in writing of sudnsfer, assignment, or merger and shall furtdskeach Palo Verc
Participant and the SROG Cities evidence of suafster, assignment, or merger.

Any Palo Verde Participant or SROG City transfegror assigning any of its rights, titles, or in&ran and to this Agreeme
shall provide 30 days’ advance written notice toheef the other Palo Verde Participants and SRO@<i

Improvements and AdditionsThe SROG Cities shall, at their sole expende &l reasonably practical actions necessaryudtiag

without limitation, making improvements, modificais, and additions to the 91st Avenue WWTP, to mnsompliance with tt
delivery quantities established in Section 3 andliustandards set forth in Section 7 hereofthéf SROG Cities fail, refuse, or .
unable to make required improvements, modificaticared additions, the Palo Verde Participants shalle the right, with tF
concurrence of the SROG Cities, which concurreted $i0t unreasonably be withheld, to install aayilities necessary to provi
the treatment of Effluent required to meet suchlijuapecifications, and payments required to bedendy the Palo Ver
Participants pursuant to Section 4, above, shalfdgeiced by the amount of all costs reasonablyrieduby the Palo Vert
Participants to install, operate, and maintain stadtilities, including reasonable fixed charges apkration and maintenar
expenses
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20.

21.

Permits and Authorizatior.

20.1.

20.2.

20.3.

Palo Verde ParticipantsAPS shall be solely responsible for securing remaéhtaining in force and effect any and all pes
and authorizations required by law for the trantgtam of Effluent from the Delivery Points to PVI$Gr to any other poir
and for any uses of the Effluent set forth in thggeement. APS shall use the Effluent in accordamith all applicable law
and regulations.

SROG Cities The SROG Cities shall be solely responsiblesicuring and maintaining in force and effect ang afl
permits and authorizations required by law fordleévery of Effluent to the Palo Verde Participaatghe Delivery Points al
for the discharge into any watercourse or othepatial of Effluent that is not delivered to and gded by the Palo Ver
Participants pursuant to this Agreement. The SRCitees shall deliver the Effluent to the Palo VerBarticipants i
accordance with all applicable laws and regulations

Section 27.2, below, notwithstanding, if any lawsregulations governing the delivery or use of &#fit as contemplat
under this Agreement are promulgated in the fusar@s to make it impossible or infeasible to delaved use the Effluent
specified hereunder, the Parties shall meet taidisin good faith how the purposes of this Agredmed intent of the Parti
may be effectuated in accordance with such newdynpifgated laws or regulations.

Destruction, Damage, or Condemnat.

21.1.

21.2.

If all, or any part, of the 91st Avenue WWTP is wleged, damaged, or condemned, the SROG Citied swibre o
reconstruct the 91st Avenue WWTP in such a maneetio gpermit the SROG Cities to deliver Effluenttt® Palo Verd
Participants pursuant to this Agreement; or in élent substitute wastewater treatment facilities @nstructed at a ni
location other than the site of the 91st Avenue WRNIR lieu of restoration or reconstruction of 8t Avenue WWTP, t
SROG Cities shall sell and deliver the same rightthe treated wastewater from such substitutditiasi on the same terr
and conditions as apply to the sale and deliverkftitient from the 935t Avenue WWTP pursuant to this Agreement. If
SROG Cities make changes to thes?Avenue WWTP or construct substitute wastewatetrneat facilities at a new locati
pursuant to this Section 21.1, the SROG Citieslshaltheir sole expense, design, construct, asthiinall infrastructur
necessary to deliver the Effluent pursuant to Agseement.

If all or a portion of the ParticipanEacilities are destroyed or condemned, the Paldé&/Barticipants shall repair, restore

reconstruct the Participant&acilities in a manner to permit the Palo VerdetiBigants to receive and transport Efflu
pursuant to this Agreement.
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22.

23.

Taxes.

22.1. If any general and/or special city, county, stategther real property taxes, or any other typiasags or imposts are prope
assessed or levied against the Participants’ Hasilithe Palo Verde Participants shall pay alhgages prior to delinquency.

22.2. If any general and/or special county, state, oefabd(but not city) taxes are properly assessddwied against the purchs
or use of Effluent pursuant to this Agreement,Rlado Verde Participants shall pay all such taxes po delinquency.

22.3. The SROG Cities or any of them shall not requie Balo Verde Participants to pay a tax resultiogifthe sale of Efflue
by the SROG Cities or impose any assessment oRahiipantsFacilities. If, contrary to this Section 22.3, tBROG Citie
or any of them imposes an assessment or levies antdhe Participantd-acilities that has the effect of raising the prit
Effluent under this Agreement, the price of Effluehall be decreased by the amount of such tagsmsament.

22.4. If any general and/or special city, county, statepther real property taxes, or any other typeagés or imposts are asses
or levied against the F1Ave WWTP, the SROG Cities shall pay all such tgxeésr to delinquency.

22.5. Nothing contained in this Section 22 shall be carst as a recognition or admission by the SROGEitr the Palo Veri
Participants of the validity of any particular @xassessment.

Liability, Indemnification, and Insuranc.

23.1. _Liability of SROG Cities Except for the negligence or willful miscondudtthe Palo Verde Participants, their offic
directors, employees, and agents, the SROG Citial Ise liable insofar as the Palo Verde Participame concerned for a
physical damage to property and death of, and pafsiojury to, anyone arising out of the ownershigge, occupanc
operation, maintenance, repair, replacement, andnstruction of the 9lst Avenue WWTP; and the SROiBes hereb
indemnify and hold the Palo Verde Participants Hess for, from, and against any cost, expensemglar loss from suc
damage or injury.

23.2. _Liability of Palo Verde ParticipantsExcept for the negligence or willful miscondwdtthe SROG Cities, their office
councilmembers, managers, employees, or agent®alweVerde Participants shall be liable insofathess SROG Cities a
concerned for any physical damage to property aathdof, and personal injury to, anyone arising afuthe Palo Verc
Participants’ ownership, use, occupancy, operatioaintenance, repair, replacement, and reconstruct the Participants’
Facilities; and the Palo Verde Participants hetiadgmnify
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24,

23.3.

23.4.

and hold the SROG Cities harmless for, from, aralreg any cost, expense, claim, or loss from sachadje or injury.

Indemnification for Use of Delivered Efflit. The Palo Verde Participants shall indemnify 8®0G Cities for, from, ar
against any claim resulting from the control, trarssion, use, or disposal of Effluent by the Pakrdé Participants afi
delivery thereof by the SROG Cities to the Deliv®wints, except to the extent such claim is theltes the SROG Cities’
failure to comply with the quality standards settidn Section 7.1, above.

Insurance The SROG Cities and the Palo Verde Participgsimdl procure and maintain insurance against phydamage 1
property and death of, and personal injury to, gessof the kind and with coverages normally cartgdentities operatir
properties similar to the 91st Avenue WWTP and Rtaticipants’Facilities. Nothing contained in this Section 23Hal
prohibit the SROG Cities and the Palo Verde Padicts from adopting a salisurance program of a type and kind b
utilized by entities operating properties similarthe 91st Avenue WWTP and the Participafatilities. Upon request, t
SROG Cities and the Palo Verde Participants shaflish the others with certifications of insuramenonstrating complian
with this Section 23.4.

Cooperation of the Partit.

24.1.

24.2.

24.3.

24.4.

Each of the SROG Cities and the Palo Verde Paamntgpshall fully cooperate with and assist one taaroin securing ar
maintaining in force any and all licenses, permétsthorizations, approvals, and consents requineaccordance with tt
Agreement or by local, state, or federal laws agllations and shall render such assistance tottte Parties as it or th
may reasonably request.

Each of the SROG Cities and the Palo Verde Paatitfpshall fully cooperate with and assist one lsaroin any and &
judicial and administrative proceedings requiredimelated to the performance of this Agreement.

Each of the SROG Cities and the Palo Verde Paamntgpshall make, execute, and deliver all documantsinstrumen
necessary or useful to the implementation and padoce of this Agreement.

In the event any proceeding at law or equity isitimed involving the authority and power of anytbé SROG Cities and/
the Palo Verde Participants to make, execute, arlived this Agreement and/or to perform its ternesyenants, ar
conditions, or is relating to the rights, title,damterest of any of the SROG Cities or the PalodéeParticipants in and
Effluent, then the SROG Cities and the Palo Verdei#pants shall jointly and cooperatively defetind validity of thit
Agreement and the use of Effluent intended hereunde
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25. Interruption of Delivery of Effluen.

25.1. Subject to Section 25.2 below, the SROG Cities|dtale the right to refuse to deliver Effluent undiee terms of th
Agreement when all of the following have occurréjithere exists in the SROG Cities a critical néadwater to be used f
domestic purposes; (ii) subject to Section 11, aball other reasonable sources of water in exaed®e Committed Quanti
have been exhausted; (iii) reasonable steps haretbken by the SROG Cities to conserve their nipgiovater supplies; ai
(iv) the SROG Cities have given the Palo Verde i€lpents reasonable notice of the critical needdaordance with tt
requirements of Section 28.3, below. When thecalitneed expires, or when other reasonable sowtesgater becorn
available, the SROG Cities may no longer refusdeiiver Effluent pursuant to this Agreement. THeRCE5 Cities shall us
their best efforts to resume deliveries of Efflupatsuant to this Agreement at the earliest prabtetime if such deliverir
are interrupted pursuant to this Section 25.

25.2. Prior to designating the existence of a criticabdheand temporarily discontinuing Effluent deliverio the Palo Verc
Participants pursuant to Section 25.1, above, R@G Cities shall consider the critical need forrggeo support the Parties’
respective customer bases by expressly acknowlgdbesymbiotic relationship between water and gynér the desert ste
of Arizona and the interdependency of these twal viéssources by taking into account the mutualcalineed each Party |
for the other’s product.

26. Dispute Resolution; Default and Terminat.

26.1. In the event of a dispute arising out of or relgtio this Agreement, the Parties shall attemptdodgfaith to resolve su
dispute promptly by negotiation between represamsthaving authority to settle the controversyl réasonable requests
information made by one Party to the other shahdmored.

26.2. The Parties shall pay all monies and carry outoifler performances, duties, and obligations agteede paid and/
performed by them pursuant to the terms and camditset forth and contained in this Agreement.efadlt by a Party in i
covenants and obligations shall be an act of deteder this Agreement (“Default”).

26.3. Inthe event of a Default by a Party, witB0 days following the giving of written noticé such Default by the nodefaulting
Party, the defaulting Party shall remedy such Defeither by advancing the necessary funds an@fdering the necess:i
performance, as the context so requires. Theaaotiquired by this Section 26.3 shall clearly iffgrihe specific nature of ti
Default and the steps required to cure the same.

26.4. In the event that a Party disputes an assertedulDefaich Party shall pay the disputed paymentesfopm the dispute
obligation, but may do so under protest, which gsbshall be in writing, shall accompany the disdytayment or
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27.

26.5.

26.6.

precede the performance of the disputed obligato, shall specify the reasons upon which the pragebased. Payme
not made under protest shall be deemed to be torrec

In the event of a Default by a Party in the paynmnperformance of any obligation under this Agreatmwhich continue
for a period of 60 days or more without having beered by the defaulting Party, or without the déifag Party havin
commenced or continued action in good faith to csuweh Default, then, at any time thereafter andlevkaid Default i
continuing, the non-defaulting Party at its optinay, by written notice to the defaulting Partyntarate this Agreement.

If this Agreement is terminated for anggen, Phoenix shall have the immediate right ey of any easement or leasel
granted to the Palo Verde Participants pursua@ection 17, above. APS shall, as soon as reagopadudticable or withi
such other time frame as the Parties may agreevemll facilities owned by the Palo Verde Partgifs located on prope
owned by the SROG Cities or any of them. All féigis not removed from such property within suchetiframe shall becor
the property of the owner of such real property.

Performance and Uncontrollable Circumsta.

27.1.

27.2.

Performance All terms, covenants, and conditions to be penfed by the Parties under this Agreement shalldsfopned &
the sole expense of the Party so obligated, armhdther Party pays any sum of money or does anyhattrequires tt
payment of money, by reason of the failure, neglectrefusal of the obligated Party to perform sweim, covenant,
condition, the sum of money so paid by the othetyPshall immediately be payable to the maligated Party by the Pa
obligated to perform.

Uncontrollable CircumstanceA Party shall not be considered to be in Defaulthe performance of any of the obligati
under this Agreement (other than obligations ofaatyPto pay costs and expenses) if failure of pemfnce is due to
Uncontrollable Circumstance. The term “UncontrioldaCircumstancetneans any act, event, or condition that is caugent
due to circumstances beyond the reasonable caftté Party relying thereon as justification fat performing an obligatic
or complying with any condition required of suchrtainder this Agreement and that materially ireegf with such Party’
obligations under this Agreement (other than paynodtigations) to the extent that such act, eventcondition is not tr
result of the willful or negligent act, error or @sion, failure to exercise reasonable diligencégreach of this Agreement
the part of such Party. By way of example, but hwitation, each of the following shall constituten Uncontrollabl
Circumstance: failure of facilities, flood, eartladge, tornado, storm, fire, lightning, epidemic, waot, civil disturbance ¢
disobedience, labor dispute, action or mmtion by or failure to obtain the necessary autlations or approvals from a
governmental agency
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28.

or authority or the electorate, labor or materfarsage, sabotage, restraint by court order, lagulation, or public authorit
and the forced shutdown of PVNGS or thes9Avenue WWTP by a governmental body, which by exseraf due diligenc
and foresight such Party could not reasonably leem expected to avoid and which, by exercise efdiligence it is unab
to overcome. Nothing contained in this Sectiol22hall be construed so as to require a Party ttte sy strike or lab
dispute in which it may be involved. A Party reretkt unable to fulfill any obligation by reason afi &ncontrollabl
Circumstance shall, as soon as reasonably praktjcabtify the others of the event giving rise tacls Uncontrollabl
Circumstance, and exercise due diligence to rersagh inability with all reasonable dispatch.

General Provision.

28.1.

28.2.

28.3.

Incorporation of Recitals and ExhibiThe Recitals set forth in Paragraphs A throughallove, and Exhibit “A’attached t
this Agreement (but not the attached Appendix)iacerporated here by this reference as if fullyfeeth in this Agreemer
and are acknowledged and agreed to by the Parties.

Case; Section Headingdhe use of the singular or plural number shalldeemed to include the other uses whenew
context so requires. The section headings usékisnAgreement are for convenience and referentg amd do not defin
limit, or describe the scope or intent of any psioi of this Agreement.

Notices Notices shall be in writing and shall be given @) personal delivery; (b) national overnightiviery service; or (¢
United States Mail, certified mail, return receipjuested, postage prepaid. Notices shall be aetelivor addressed to
addresses set forth below or at such other adé®#sS or Phoenix may designate in writing. The danotice shall t
deemed to have been given, received, and becometie#f shall be: (i) the date on which the notEelélivered or refused,
notice is given by personal delivery or deliverydwnational overnight delivery service; or (ii)ebrdays following the date
deposit in the mail, if the notice is sent by dati United States Mail, return receipt requested postage prepaid. No not
shall be deemed effective unless sent in one ofnidweners described above.

To Phoenix: Director of Water Services
City of Phoenix
200 West Washington Street
Phoenix, Arizona 85003

To PVNGS: Palo Verde Nuclear Genarpftation
Att'n: Water Reclamation Facility Manager
5801 South Wintersburg Road, M.S. 6215
Tonopah, Arizona 85354-7529
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Any P
chang
28.4.

28.5.

28.6.

28.7.

28.8.

28.9.

28.10.
of this Agr

with a copy to APS: Aoira Public Service Company
Att'n: Water Resources Manager
P.O. Box 52034, M.S. 9724
Phoenix, Arizona 85072-2034

arty referenced in this Section 28.3 may cleahg address or addressee to which notices & gent by giving notice of st
e of address or addressee in conformity Wwétptovisions of this Section 28

Remedies CumulativeThe remedies provided for in this AgreementIsbalcumulative. All remedies available under
Agreement shall be in addition to any and all reieedt law or in equity.

Successors and Assign¥he terms, covenants, and conditions of thiseAgrent shall be binding upon, and inure tc
benefit of and shall apply to the respective traresfs, successors, and assigns of the transféairtg.

Governing Law This Agreement shall be governed by, and coedti accordance with, the laws of the State ozdwa.

Entire Agreement The Parties expressly acknowledge that they head this Agreement and understand all of its &
covenants, and conditions, and that this Agreeroenstitutes the entire agreement with respect yonaatters referred to
this Agreement. This Agreement supersedes anglhther understandings, agreements, correspoagencommunicatior
between the Parties with respect to the matterodimab in this Agreement, including Agreement No9a4, which shall be
no further force and effect.

Modification No changes, alterations, or modifications to figseement shall be effective unless in writing aighed by a
authorized representative of each of the Parties.

Waiver. The failure of a Party to insist, in any onenasore instances, on performance of any of the teomgenants, «
conditions of this Agreement shall not be constrage waiver or relinquishment of any rights grdnirder this Agreement
of the future performance of any such term, covenancondition, and the obligations of the Partiéth respect thereto sh
continue in full force and effect. No waiver ofyaprovision or condition of this Agreement by atyashall be valid unless
writing signed by such Party. A waiver by one Paftthe performance of any covenant or conditibarmther Party shall n
invalidate this Agreement, nor shall such waivecbestrued as a waiver of any other covenant odition.

No Party the DrafterThis Agreement is the product of negotiationleetn the Parties, and no Party is deemed the drafte

eement.
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28.11. Conflict of InterestThe provisions of A.R.S. § 38-511 are incorpatatethis Agreement to the extent of their applitigb
to contracts of the nature of this Agreement unideraws of the State of Arizona.

28.12. Counterpart ExecutionThis Agreement may be signed in counterpartsh @& which shall be an original and all of wr
shall constitute one and the same instrumentsigiiatures need not be on the same counterpart.

28.13. _Authorizations The signatories to this Agreement representttiey have been appropriately authorized to emter this
Agreement on behalf of the Party for which theynségnd that no further action or approvals are resrgshefore execution
this Agreement.

IN WITNESS WHEREOF, the Parties have executedAigement as of , 2010.

[Remainder of page intentionally left blank]
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CITY OF PHOENIX,
an Arizona municipal corporation

By: /s/ David Cavazoa
Its: City Manager
Attest:

/s/ Mario Paniagua
City Clerk

Approved as to Form:

/sl Gary Verburg
Acting Phoenix City Attorney

STATE OF ARIZONA )
)ss.
County of Maricopa )

On April, 14 2010, before me, Dawnell M. Nawar , a Notary Public in and for the State of Arizoparsonally appear
David Cavazos , personally known to me (or proved to me on thsidaf satisfactory evidence) to be the Citgnidiger _anc
of the CITY OF PHOENIX, an Arizanunicipal corporation, and that they being au#ear to do so, executed
foregoing instrument for the purposes therein @imeid by signing the name of the municipal corpomaty themselves and as s

and

WITNESS my hand and official seal.

/s/ Dawnell M. Navarro

Notary Public
My Commission Expires:

(SEAL)
March 30, 2013
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CITY OF MESA,
an Arizona municipal corporation

By: / s/ Christopher J. Brady

Its: City Manager

Attest:

/sl Linda Crocker

City Clerk

Approved as to Form:

/sWilbert J. Taebel

Mesa City Attorney

STATE OF ARIZONA

)ss.

County of Maricopa

On April, 29 2010, before me,
Christopher J. Brady , personally known to me (or proved to me on th&daf satisfactory evidence) to be the  Citgrdiger anc
of the CITY OF MESA, an Arizonanmipal corporation, and that they being authatize do so, executed 1
foregoing instrument for the purposes therein @imeid by signing the name of the municipal corporatoy themselves and as suchCity

Manager and

Ann Webster, a Notary Public in and for the State of Arizormersonally appear

WITNESS my hand and official seal.

My Commission Expires:

May 27, 2010

(SEAL)

/s/ Ann Webster

Notary Public
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CITY OF TEMPE,
an Arizona municipal corporation

By: /s/ Hugh Hallman
Its: Mayor
Attest:

/sl Jan Hort
City Clerk

Approved as to Form:

/sl Andrew B. Ching
Tempe City Attorney

STATE OF ARIZONA )
)ss.
County of Maricopa )

On April 26, _ 2010, before me, Kay Savard a Notary Public in and for the State of Arizoparsonally appeared Hugt
Hallman & Jan Hort , personally known to me (or proved to me on theidaf satisfactory evidence) to be the  Mayoand___ City
Clerk of the CITY OF TEMPE, an Arizona municipal corpdoat and that they being authorized to do so, eteecthe foregoin
instrument for the purposes therein contained Ilgynisg the name of the municipal corporation byerntiselves and as st

and

WITNESS my hand and official seal.

/s/ Kay E. Savard

Notary Public

My Commission Expires:

Aug. 20, 2013

(SEAL)
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CITY OF SCOTTSDALE,
an Arizona municipal corporation

By: /s/ W. J. Lane
Its: M ayor
Attest:

/sl Carolyn Jagger
City Clerk

Approved as to Form:

/sl Steven B. Bennett
Scottsdale City Attorney

STATE OF ARIZONA )
)ss.
County of Maricopa )

On April, 19 2010, before me, K. Stevens, a Notary Public in and for the State of Arizoparsonally appeared Jim Lan
and Carolyn Jagger , personally known to me (or proved to me on theidaf satisfactory evidence) to be the  Mayoand___ City
Clerk of the CITY OF SCOTTSDALE, an Arizona municipal poration, and that they being authorized to doegecuted the foregoil
instrument for the purposes therein containedi@yisg the name of the municipal corporation bgriselves and as such _ Mayoranc

City Clerk .

WITNESS my hand and official seal.

/sl K. Stevens

Notary Public

My Commission Expires: (SEAL)

Nov. 28, 2013
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CITY OF GLENDALE,
an Arizona municipal corporation

By: /a/ Pamela J. Kavanaugh
Its: AssistantCity Manager
Attest:

/a/ Pamela Hanna

City Clerk

Approved as to Form:

/sCraig D. Tindall

Glendale City Attorney

STATE OF ARIZONA
)ss.
County of Maricopa

On April, 16 2010, before me,

Manager .

WITNESS my hand and official seal.

My Commission Expires:

1/9/2011

Summer Steinke, a Notary Public in and for the State of Arizoparsonally appeared

Pam Kavanaugh , personally known to me (or proved to me on theidaf satisfactory evidence) to be theAssistant City Manager
of the CITY OF GLENDALE, an Arizona municipal comadion, and that they being authorized to do saeceted the foregoir
instrument for the purposes therein containedidyirsg the name of the municipal corporation bgntiselves and as such Assistant Cit
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ARIZONA PUBLIC SERVICE COMPANY, an Arizona corporah

By: / s/ Randall K. Edington
Its: EVP & CNO
Attest:

/s/ Diane Wood

STATE OF ARIZONA )
)ss.
County of Maricopa )

On April, 23 2010, before me, Barbara J. Ddis , a Notary Public in and for the State of Arizoparsonally appear
Randall K. EdingtorAND Diane Wood, personally known to me (or proved to me on th&idaf satisfactory evidence) to be theEVP &
CNO and Associate Secretaof ARIZONA PUBLIC SERVICE COMPANY, an Arizona corpation, and that they being authorized tc
so, executed the foregoing instrument for the psepg therein contained by signing the name of-Haetepat-(BJD) corporation k
themselves and as such  EVP & CNGand___ Associate Secretary .

WITNESS my hand and official seal.

/s/ Barbara J.

Dubishar

Notary Public

My Commission Expires:

December 12, 2010

(SEAL)
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SALT RIVER PROJECT AGRICULTURAL IMPROVEMENT AND PO®R DISTRICT, an Arizona municipal corporation armgieultural
improvement district

By: /sl John M. Williams, Jr.

Its: President

Attest and Countersign:

/s/ Terrill A. Lonon

Approved as to Form:

/sFrederic L. Beeson

STATE OF ARIZONA )
)ss.
County of Maricopa )

On March, 26, 2010, before me,  Fay A. Wehofera Notary Public in and for the State of Arizoparsonally appearetbhn M
Williams Jr, and Terrill A. Lonon personally known to me (or proved to me on thgishaf satisfactory evidence) to be the President
and___ Secretary of the SALT RIVER PROJECT AGRICULTURAL IMPROVEMENAND POWER DISTRICT, an Arizona municif
corporation and agricultural improvement distramd that they being authorized to do so, executeddregoing instrument for the purpc
therein contained by signing the name of the mpaiatorporation by themselves and as such sid&et and__ Secretary .

WITNESS my hand and official seal.

(SEAL)
/sl Fay A. Wehofer

Notary Public

My Commission Expires:

11/27/2011
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EXHIBIT “A”

M AP OF DELIVERY POINTS

A map depicting the delivery points interconnecting 91stAvenue WWTP with the PVNGS water reclamation supply
system pipeline for transport to the PVNGS Waterl&eation Facility.




APPENDIX T

ExampPLES OF NON-USAGE FEE CALCULATIONS UNDER
MUNICIPAL EFFLUENT PURCHASE AND SALE AGREEMENT

For purposes of this Appendix, a Committed Quaruft$0,000 acrdeet (AF) is assumed. In addition, this Appendiswames the followir
for the years 2028 and 2029:

2028

Delivered Effluent Quantity: 65,000 AF
Per Acre-Foot Price:
Tier 1 — $198.00
Tier 2 — $293.00
Tier 3 — $349.00
Tier 4 — $474.00
Average Per-Acre-Foot Price: $328.50 [($198.0293500 + $349.00 + $474.00) + 4]

Outage Periods and Effluent Usage

Unit 1 outage: May 1 through August 31 = 123 days
Unit 2 Effluent usage from May 1 through August 81220 AF
Unit 3 Effluent usage from May 1 through August 8230 AF

Unit 3 outage: November 16 through December 31 dayfs (outage ongoing into 2029)
Unit 1 Effluent usage from November 16 through Deber 31: 2,318 AF
Unit 2 Effluent usage from November 16 through Deber 31: 2,316 AF

2029
Delivered Effluent Quantity: 72,500 AF
Per Acre-Foot Price:
Tier 1 — $203.94
Tier 2 — $301.79
Tier 3 — $359.47
Tier 4 — $488.22
Average Per-Acre-Foot Price: $338.36 [(203.94 $.39 + 359.47 + 488.22) + 4]

Outage Period and Effluent Usage

Unit 3 outage: January 1 through February 28 =&&doutage continuing from 2028)
Unit 1 Effluent usage from January 1 through Fetyr@8: 3,040 AF
Unit 2 Effluent usage from January 1 through Fetyr@8: 3,036 AF

T This Appendix is for illustrative purposes only aischeither incorporated into nor made a part efMunicipal Effluent Purchase and ¢
Agreement. Capitalized terms used in this Apperstiiall have the meanings ascribed to them in theidihal Effluent Purchase and S
Agreement.




In 2028, the Unit 1 outage lasted for a total 08 Hays. Therefore, pursuant to Section 5.1.3i%,ah Extended Outage Period. Based o
totalizer readings taken pursuant to Section 81 8ursuant to Section 5.1.3.2, the Representatsagefor the Unit 1 Extended Outa
Period would be calculated by taking the averadlué&iit usage of the two remaining PVNGS electrinaggating units operating at full pov
(i.e., Units 2 and 3) over that same period, or 8,225(8R20 AF + 8,230 AF) + 2]. In 2028, Unit 3 was@in an outage that commen
on November 16 and continued through the end dfytkar. However, because only 45 days had pasisedhutage was not treated a:
Extended Outage Period and, as a result, the PaddeVParticipants paid the higher 30 percent Neage Fee on that portion of the ou
extending from November 16 through December 31.

Pursuant to Sections 5.1.3.4 and 5.2, by Janugrg(®9, the Palo Verde Participants would pay Pixpem behalf of the SROG Cities
Non-Usage Fee of $1,208,058.75 calculated as follows:

Portion of 2028 NotUsage Fee Payable over Extended Outage Period

$540,382.50 [8,225 AF x $328.50 x .20]

Portion of 2028 NotUsage Fee Payable over NBrtended Outage Period

$667,676.25 [(80,000 AF — 65,000 AF — 8,225 AM328.50 x .30]

Total 2028 Non-Usage Fee: $540,382.50 + $667,676-28.,208,058.75

In 2029, there was only one outagenr—outage to Unit 3, which was a continuation of thutage that commenced on Novembel
2028. Because the outage lasted 104 days until ®nmesumed full power on February 28, 2029, itstimted an Extended Oute
Period. The Representative Usdgethat portion of the Unit 3 Extended Outage B&mccurring from January 1, 2029 through Febraa&;
2029 would be calculated by taking the averageuEfft usage of the two remaining PVNGS electric gimey units operating at full pow
(i.e., Units 1 and 2) over that same period, or 3,03§(Bf40 AF + 3,036 AF) + 2].

Because that portion of the Unit 3 outage extendiiogm November 16 through December 31, 2028 wadreated as an Extended Out
Period (because the existence of such Extendedy®®ariod was unknown as of December 31 of tha) yiéee Palo Verde Participants p
the higher 30 percent Non-Usage Fee for that 45pdmiod. Therefore, pursuant to Section 5.1.306pércent of that portion of the Non-
Usage Fee attributable to that part of the Exter@ethge Period extending from November 16 throughdinber 31, 2028 must be cred
against the Non-Usage Fee payable in 2029. Tardite the amount of the credit, the Representdtisagefor that portion of the Unit
Extended Outage Period occurring from November2028 through December 31, 2028 must be calculayetdling the average Efflue
usage of the two remaining PVNGS electric genegatinits operating at full powerif. , Units 1 and 2) over that same period2B817 AF
[(2,318 AF + 2,316 AF) + 2].

By January 31, 2030, the Palo Verde Participantsldvpay Phoenix, on behalf of the SROG Cities, axNsage Fee of $582,402
calculated as follows:

Portion of 2029 NotUsage Fee Payable over Extended Outage Period

$205,587.54 [3,038 AF x $338.36 x .20]

Portion of 2029 NotUsage Fee Payable over NBrtended Outage Period

$452,928.70 [(80,000 AF — 72,500 AF — 3,038 AM388.36 x .30]

Credit for that Portion of Extended Outage Periag®ring in 2028

$76,113.45 [2,317 AF x $328.50 x .10]

Total 2029 Non-Usage Fee: $205,587.54 + $452,928-%76,113.45 = $582,402.79







Exhibit 12.1
PNM RESOURCES, INC. AND SUBSIDIARIE

Ratio of Earnings to Fixed Charg
(In thousands, except rati

Three Months

Ended Year Ended December 2
March 31, 201( 2009 2008 2007 2006

Fixed charges, as defined by the Securities and
Exchange
Commission
Interest expensed and capitali: $ 31,30¢ $ 123,83 $ 134,95¢ $ 124,29¢ $ 135,81¢
Amortization of debt premium, discount and expel 1,17¢ 5,43( 6,38¢ 6,56¢€ 4,72¢
Interest from discontinued operations (including
capitalized interes! - 1,027 13,75¢ 12,54¢ 11,79(
Estimated interest factor of lease rental cha 1,38¢ 7,03¢ 7,894 8,80¢ 7,124
Preferred dividend requirements of subsidiary 257 75¢ 68¢ 55€ 79€

Total Fixed Charges $ 34,12F $ 138,08: $ 163,68! $ 152,77. $ 160,26(
Earnings, as defined by the Securities and Exch
Commission
Earnings from continuing operations before incorr
taxes and nc-controlling interes $ (10,159 $ 94,75 $ (388,38) $ 63,11: $ 164,01¢
(Earnings) loss of equity investee 4,352 30,14¢ 29,687 (7,587 -
Earnings from continuing operations before incomr
taxes, no-controlling interest, and investee earnil (5,807 124,89¢ (358,699 55,53: 164,01¢
Fixed charges as abo 34,12¢ 138,08: 163,68! 152,77: 160,26(
Interest capitalize (1,186 (7,749 (8,849 (20,740 (6,509
Non-controlling interest in earnings of Valen (3,109 (11,890 (7,179 - -
Preferred dividend requirements of subsidiary (257) (759 (689 (55€) (799
Earnings Available for Fixed Charges $ 23,77¢  $ 242,58 $ (211,720 $ 197,00t $ 316,97
Ratio of Earnings to Fixed Charges 0.7C* 1.7¢ N/M* 1.2¢€ 1.9¢

* The ratio of earnings to fixed charges for thaiyended December 31, 2008 is not meaningful saceings available for fixed charges s
negative. The shortfall in the earnings availablefixed charges to achieve a ratio of earningsxexd charges of 1.00 amounted to $10.3
million for the three months ended March 31, 2046 $375.4 million for the year ended December 83D82







Exhibit 12.2

PUBLIC SERVICE COMPANY OF NEW MEXICC(

Ratio of Earnings to Fixed Charg
(In thousands, except rati

Three Months

Ended Year Ended December 3
March 31, 201( 2009 2008 2007 2006

Fixed charges, as defined by the Securities and
Exchange
Commission
Interest expensed and capitali: $ 18,647 $ 73,10 $ 72,427 $ 58,04t $ 49,37¢
Amortization of debt premium, discount and expel 334 1,33¢ 4,34¢ 4,61¢ 2,871
Interest from discontinued operations (including
capitalized interes! - 1,027 13,75¢ 12,54¢ 11,79(
Estimated interest factor of lease rental charges 90% 4,517 4,55: 4,661 4,33

Total Fixed Charges $ 19,88¢ $ 79,98: $ 95,08: $ 79,87C $ 68,37’
Earnings, as defined by the Securities and Exch
Commission
Earnings from continuing operations before incorr
taxes and nc-controlling interes $ 1047: % 45627 $ (69,329 $ 34,61 $ 89,651
Fixed charges as abo 19,88¢ 79,98¢ 95,08: 79,87( 68,37
Non-controlling interest in earnings of Valen (3,109 (11,890 (7,179 - -
Interest capitalized (1,016 (6,067 (7,369 (10,037 (5,257
Earnings Available for Fixed Charges $ 26,23¢ $ 107,65 $ 11217 $ 104,44¢ $ 152,77
Ratio of Earnings to Fixed Charges 1.32 1.3 0.12* 1.31 2.2

* The shortfall in the earnings available for fixeldarges to achieve a ratio of earnings to fixeatghs of 1.00 amounted to $83.9 million or
the year December 31, 20







Exhibit 12.:
TEXAS-NEW MEXICO POWER COMPANY
Ratio of Earnings to Fixed Charg
(In thousands, except rati

Three Months

Ended Year Ended December 3

March 31, 201( 2009 2008 2007 2006
Fixed charges, as defined by the Securities antidhge
Commission
Interest expensed and capitali: $ 7,211 $ 25,60¢ $ 17,86. $ 23,52 $ 27,374
Amortization of debt premium, discount and expel 683 3,35¢ 1,50¢ 1,92t 1,69t
Estimated interest factor of lease rental charges 147 831 571 844 367
Total Fixed Charges $ 8,041 $ 29,79 $ 19,93¢ $ 26,29: $ 29,43¢
Earnings, as defined by the Securities and Exch
Commission
Earnings from continuing operations before incomr
taxes $ 2,71¢ % 20,15. $ 233 % 29,05 $ 17,90t
Fixed charges as abo 8,041 29,79t 19,93¢ 26,29: 29,43¢
Interest capitalized (25) (1,149 (1,025 (332) (209)
Earnings Available for Fixed Charges $ 10,73t $ 48,80 $ 21.24¢ $ 55,01 $ 47,13:

Ratio of Earnings to Fixed Charges 1.34 1.64 1.07 2.0¢ 1.6C







EXHIBIT 31.1

CERTIFICATION

I, Patricia K. Collawn, certify that:

1.

2.

| have reviewed this Quarterly Report on Forr-Q of PNM Resources, Inc

Based on my knowledge, this report does not coragajnuntrue statement of a material fact or omitade a material fact necess
to make the statements made, in light of the cistarmces under which such statements were madmisietding with respect to t
period covered by this repo

Based on my knowledge, the financial statements,atimer financial information included in this repdairly present in all materi
respects the financial condition, results of operst and cash flows of the registrant as of, and tfte periods presented in 1
report;

The registrand’ other certifying officer and | are responsible égtablishing and maintaining disclosure contesid procedures (
defined in Exchange Act Rules 13a-15(e) and 15€)) and internal control over financial repagtitas defined in Exchange /
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a)

b)

d)

Designed such disclosure controls and proceduresaused such disclosure controls and procedurbks ttesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made kno
to us by others within those entities, particulahlying the period in which this report is beingpared

Designed such internal control over financial réipgr;, or caused such internal control over finahporting to be design
under our supervision, to provide reasonable assaraegarding the reliability of financial repogimnd the preparation
financial statements for external purposes in atmoce with generally accepted accounting princjj

Evaluated the effectiveness of idgistrants disclosure controls and procedures and presémtinis report our conclusio
about the effectiveness of the disclosure contal$ procedures, as of the end of the period coveyetthis report based
such evaluation; an

Disclosed in this report any changethe registrang internal control over financial reporting thatcooed during th
registrant’s most recent fiscal quarter (each tegis's fourth fiscal quarter in the case of an annuabm® that has material
affected, or is reasonably likely to materiallyeadf, the registra’s internal control over financial reporting; &




5. The registrar’ other certifying officer and | have disclosedsdxh on our most recent evaluation of internal @brdver financie

reporting, to the registrant’s auditors and theitaadmmittee of the registramst’board of directors (or persons performing
equivalent functions!

a) All significant deficiencies and material weaknesge the design or operation of internal controlerofinancial reportin

which are reasonably likely to adversely affect tegistrants ability to record, process, summarize and refinancia
information; anc

b) Any fraud, whether or not materthht involves management or other employees whkie hasignificant role in the registrant’
internal control over financial reportin

Date: May 7, 2010

s/ Patricia K. Collawn

Patricia K. Collawn

President and Chief Executive Officer
PNM Resources, Inc.







EXHIBIT 31.2

CERTIFICATION

I, Charles N. Eldred, certify that:

1.

2.

| have reviewed this Quarterly Report on Forr-Q of PNM Resources, Inc

Based on my knowledge, this report does not corgajnuntrue statement of a material fact or omitade a material fact necess
to make the statements made, in light of the cistances under which such statements were madmislegding with respect to t
period covered by this repo

Based on my knowledge, the financial statements,atimer financial information included in this repdairly present in all materi
respects the financial condition, results of operat and cash flows of the registrant as of, andtfte periods presented in 1
report;

The registrant’ other certifying officer and | are responsible éstablishing and maintaining disclosure contesid procedures (
defined in Exchange Act Rules 13a-15(e) and 15()) and internal control over financial repagtitas defined in Exchange /
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a)

b)

c)

d)

Designed such disclosure controls and proceduresaused such disclosure controls and procedurbs ttesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made kno
to us by others within those entities, particulahlying the period in which this report is beingpared

Designed such internal control over financial réipgr;, or caused such internal control over finahporting to be design
under our supervision, to provide reasonable assaraegarding the reliability of financial repogimand the preparation
financial statements for external purposes in atamoce with generally accepted accounting princjj

Evaluated the effectiveness of idgistrants disclosure controls and procedures and presémténis report our conclusio
about the effectiveness of the disclosure contal$ procedures, as of the end of the period coveyetthis report based
such evaluation; an

Disclosed in this report any changethe registrang internal control over financial reporting thatcooed during th
registrant’s most recent fiscal quarter (each tegyis's fourth fiscal quarter in the case of an annuabm® that has material
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; a




5. The registrar’ other certifying officer and | have disclosedsdxh on our most recent evaluation of internal @brdver financie

reporting, to the registrant’s auditors and theitaadmmittee of the registramst’board of directors (or persons performing
equivalent functions!

a) All significant deficiencies and material weaknesge the design or operation of internal controlerofinancial reportin

which are reasonably likely to adversely affect tegistrants ability to record, process, summarize and refinancia
information; anc

b) Any fraud, whether or not materthht involves management or other employees whkie hasignificant role in the registrant’
internal control over financial reportin

Date: May 7, 2010

/s/ Charles N. Eldred
Charles N. Eldred

Executive Vice President and
Chief Financial Officer

PNM Resources, Inc.







EXHIBIT 31.3

CERTIFICATION

I, Patricia K. Collawn, certify that:

1.

2.

| have reviewed this Quarterly Report on Forr-Q of Public Service Company of New Mexic

Based on my knowledge, this report does not corgajnuntrue statement of a material fact or omitade a material fact necess
to make the statements made, in light of the cistances under which such statements were madmislegding with respect to t
period covered by this repo

Based on my knowledge, the financial statements,atimer financial information included in this repdairly present in all materi
respects the financial condition, results of operat and cash flows of the registrant as of, andtfte periods presented in 1
report;

The registrant’ other certifying officer and | are responsible éstablishing and maintaining disclosure contesid procedures (
defined in Exchange Act Rules 13a-15(e) and 15()) and internal control over financial repagtitas defined in Exchange /
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a)

b)

c)

d)

Designed such disclosure controls and proceduresaused such disclosure controls and procedurbs ttesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made kno
to us by others within those entities, particulahlying the period in which this report is beingpared

Designed such internal control over financial réipgr;, or caused such internal control over finahporting to be design
under our supervision, to provide reasonable assaraegarding the reliability of financial repogimand the preparation
financial statements for external purposes in atamoce with generally accepted accounting princjj

Evaluated the effectiveness of idgistrants disclosure controls and procedures and presémténis report our conclusio
about the effectiveness of the disclosure contal$ procedures, as of the end of the period coveyetthis report based
such evaluation; an

Disclosed in this report any changethe registrang internal control over financial reporting thatcooed during th
registrant’s most recent fiscal quarter (each tegyis's fourth fiscal quarter in the case of an annuabm® that has material
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; a




5. The registrar’ other certifying officer and | have disclosedsdxh on our most recent evaluation of internal @brdver financie
reporting, to the registrant’s auditors and theitaadmmittee of the registramst’board of directors (or persons performing
equivalent functions!

a) All significant deficiencies and material weaknesge the design or operation of internal controlerofinancial reportin
which are reasonably likely to adversely affect tegistrants ability to record, process, summarize and refinancia
information; anc

b) Any fraud, whether or not materthht involves management or other employees whkie hasignificant role in the registrant’
internal control over financial reportin

Date: May 7, 2010

/s/ Patricia K. Collawn

Patricia K. Collawn

President and Chief Executive Officer
Public Service Company of New Mexico







EXHIBIT 31.4

CERTIFICATION

I, Charles N. Eldred, certify that:

1.

2.

| have reviewed this Quarterly Report on Forr-Q of Public Service Company of New Mexic

Based on my knowledge, this report does not coragajnuntrue statement of a material fact or omitade a material fact necess
to make the statements made, in light of the cistarmces under which such statements were madmisietding with respect to t
period covered by this repo

Based on my knowledge, the financial statements,atimer financial information included in this repdairly present in all materi
respects the financial condition, results of operst and cash flows of the registrant as of, and tfte periods presented in 1
report;

The registrand’ other certifying officer and | are responsible égtablishing and maintaining disclosure contesid procedures (
defined in Exchange Act Rules 13a-15(e) and 15€)) and internal control over financial repagtitas defined in Exchange /
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a)

b)

d)

Designed such disclosure controls and proceduresaused such disclosure controls and procedurbks ttesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made kno
to us by others within those entities, particulahlying the period in which this report is beingpared

Designed such internal control over financial réipgr;, or caused such internal control over finahporting to be design
under our supervision, to provide reasonable assaraegarding the reliability of financial repogimnd the preparation
financial statements for external purposes in atmoce with generally accepted accounting princjj

Evaluated the effectiveness of idgistrants disclosure controls and procedures and presémtinis report our conclusio
about the effectiveness of the disclosure contal$ procedures, as of the end of the period coveyetthis report based
such evaluation; an

Disclosed in this report any changethe registrang internal control over financial reporting thatcooed during th
registrant’s most recent fiscal quarter (each tegis's fourth fiscal quarter in the case of an annuabm® that has material
affected, or is reasonably likely to materiallyeadf, the registra’s internal control over financial reporting; &




5. The registrar’ other certifying officer and | have disclosedsdxh on our most recent evaluation of internal @brdver financie

reporting, to the registrant’s auditors and theitaadmmittee of the registramst’board of directors (or persons performing
equivalent functions!

a) All significant deficiencies and material weaknesge the design or operation of internal controlerofinancial reportin

which are reasonably likely to adversely affect tegistrants ability to record, process, summarize and refinancia
information; anc

b) Any fraud, whether or not materthht involves management or other employees whkie hasignificant role in the registrant’
internal control over financial reportin

Date: May 7, 2010

/s/ Charles N. Eldred

Charles N. Eldred

Executive Vice President and

Chief Financial Officer

Public Service Company of New Mexico







EXHIBIT 31.5

CERTIFICATION

I, Patricia K. Collawn, certify that:

1.

2.

I have reviewed this Quarterly Report on Forr-Q of Texa-New Mexico Power Compan

Based on my knowledge, this report does not corgajnuntrue statement of a material fact or omitade a material fact necess
in order to make the statements made, in lighthef dircumstances under which such statements wade nmot misleading wi
respect to the period covered by this ref

Based on my knowledge, the financial statements,atimer financial information included in this repdairly present in all materi
respects the financial condition, results of operat and cash flows of the registrant as of, andtfte periods presented in 1
report;

The registrant’ other certifying officer and | are responsible éstablishing and maintaining disclosure contesid procedures (
defined in Exchange Act Rules 13a-15(e) and 15()) and internal control over financial repagtitas defined in Exchange /
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a)

b)

c)

d)

Designed such disclosure controls and proceduresaused such disclosure controls and procedurbs ttesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made kno
to us by others within those entities, particulahlying the period in which this report is beingpared

Designed such internal control over financial réipgr;, or caused such internal control over finahporting to be design
under our supervision, to provide reasonable assaraegarding the reliability of financial repogimand the preparation
financial statements for external purposes in atamoce with generally accepted accounting princjj

Evaluated the effectiveness of idgistrants disclosure controls and procedures and presémténis report our conclusio
about the effectiveness of the disclosure contal$ procedures, as of the end of the period coveyetthis report based
such evaluation; an

Disclosed in this report any changethe registrang internal control over financial reporting thatcooed during th
registrant’s most recent fiscal quarter (the regidts fourth fiscal quarter in the case of an annupbm® that has material
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; a




5. The registrarg’ other certifying officer and | have disclosedsdxh on our most recent evaluation of internal @brdver financie

reporting, to the registrant's auditors and theitaadmmittee of the registrast’board of directors (or persons performing
equivalent functions!

a) All significant deficiencies and material weaknesae the design or operation of internal controlerofinancial reportin

which are reasonably likely to adversely affect tegistrants ability to record, process, summarize and refinancia
information; anc

b) Any fraud, whether or not materthht involves management or other employees wkie hasignificant role in the registrant’
internal control over financial reportin

Date: May 7, 2010

s/ Patricia K. Collawn

Patricia K. Collawn

President and Chief Executive Officer
Texas-New Mexico Power Company







EXHIBIT 31.6

CERTIFICATION

I, Thomas G. Sategna, certify that:

1.

2.

| have reviewed this Quarterly Report on Forr-Q of Texa-New Mexico Power Compan

Based on my knowledge, this report does not coragajnuntrue statement of a material fact or omitade a material fact necess
in order to make the statements made, in lighthef dircumstances under which such statements wade,nmot misleading wi
respect to the period covered by this ref

Based on my knowledge, the financial statements,atimer financial information included in this repdairly present in all materi
respects the financial condition, results of operst and cash flows of the registrant as of, and tfte periods presented in 1
report;

The registrand’ other certifying officer and | are responsible égtablishing and maintaining disclosure contesid procedures (
defined in Exchange Act Rules 13a-15(e) and 15€)) and internal control over financial repagtitas defined in Exchange /
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a)

b)

d)

Designed such disclosure controls and proceduresaused such disclosure controls and procedurbks ttesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made kno
to us by others within those entities, particulahlying the period in which this report is beingpared

Designed such internal control over financial réipgr;, or caused such internal control over finahporting to be design
under our supervision, to provide reasonable assaraegarding the reliability of financial repogimnd the preparation
financial statements for external purposes in atmoce with generally accepted accounting princjj

Evaluated the effectiveness of idgistrants disclosure controls and procedures and presémtinis report our conclusio
about the effectiveness of the disclosure contal$ procedures, as of the end of the period coveyetthis report based
such evaluation; an

Disclosed in this report any changethe registrang internal control over financial reporting thatcooed during th
registrant’s most recent fiscal quarter (the regidts fourth fiscal quarter in the case of an annupbm® that has material
affected, or is reasonably likely to materiallyeadf, the registra’s internal control over financial reporting; &




5. The registrarg’ other certifying officer and | have disclosedsdxh on our most recent evaluation of internal @brdver financie
reporting, to the registrant's auditors and theitaadmmittee of the registrast’board of directors (or persons performing
equivalent functions!

a) All significant deficiencies and material weaknesae the design or operation of internal controlerofinancial reportin
which are reasonably likely to adversely affect tegistrants ability to record, process, summarize and refinancia
information; anc

b) Any fraud, whether or not materthht involves management or other employees wkie hasignificant role in the registrant’
internal control over financial reportin

Date: May 7, 2010

/sl Thomas G. Sategna

Thomas G. Sategna

Vice President and Controller
Texas-New Mexico Power Company







EXHIBIT 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. § 1350, AS ADORED PURSUANT TO § 906 OF THE
SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on FormQ0@er the period ended March 31, 2010, for PNM Reeses, Inc. (“Company”as filec
with the Securities and Exchange Commission on ¥&010 (“Report”)), Patricia K. Collawn, President and Chief ExeeaitDfficer of ths
Company, certify pursuant to 18 U.S.C. §1350, aptedl pursuant to 8 906 of the Sarbanes-Oxley A2002, that:

(1) the Report fully complies with the requirement$gdf3(a) or 15(d) of the Securities Exchange Act@84, as amended; a

(2) the information contained in the Report fairly mrets, in all material respects, the financial ctadiand results of operations
the Company

Date: May 7, 201 By: [s/ Patricia K. Collawn
Patricia K. Collawr
President and Chief Executive Offic
PNM Resources, In







EXHIBIT 32.2

CERTIFICATION PURSUANT TO 18 U.S.C. § 1350, AS ADORED PURSUANT TO § 906 OF THE
SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on FormQ@er the period ended March 31, 2010, for PNM Reses, Inc. (“Company”as filec
with the Securities and Exchange Commission on Ma010 (“Report”)J, Charles N. Eldred, Executive Vice President &hmief Financie
Officer of the Company, certify pursuant to 18 ICS§1350, as adopted pursuant to § 906 of the SBasb@xley Act of 2002, that:

(1) the Report fully complies with the requirementgdf3(a) or 15(d) of the Securities Exchange Act@84, as amended; a

(2) the information contained in the Report fairly prets, in all material respects, the financial ctadiand results of operations
the Company

Date: May 7, 201 By: /sl Charles N. Eldred
Charles N. Eldre!
Executive Vice President al
Chief Financial Officel
PNM Resources, In







EXHIBIT 32.3

CERTIFICATION PURSUANT TO 18 U.S.C. § 1350, AS ADORED PURSUANT TO § 906 OF THE
SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on FormQd@er the period ended March 31, 2010, for Pubkeviee Company of New Mexir
(“Company”), as filed with the Securities and Exega Commission on May 7, 2010 (“Report’;)Patricia K. Collawn, President and Ci
Executive Officer of the Company, certify pursuemii8 U.S.C. §1350, as adopted pursuant to § 9@tecBarbanes-Oxley Act of 2002, that:

(1) the Report fully complies with the requirementgdf3(a) or 15(d) of the Securities Exchange Act@84, as amended; a

(2) the information contained in the Report fairly prets, in all material respects, the financial ctadiand results of operations
the Company

Date: May 7, 201 By: /sl Patricia K. Collawn
Patricia K. Collawr
President and Chief Executive Offic
Public Service Company of New Mexi







EXHIBIT 32.4

CERTIFICATION PURSUANT TO 18 U.S.C. § 1350, AS ADORED PURSUANT TO § 906 OF THE
SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on FormQd@er the period ended March 31, 2010, for Pubkeviee Company of New Mexir
(“Company”), as filed with the Securities and Exepa Commission on May 7, 2010 (“Reportl),Charles N. Eldred, Executive Vi
President and Chief Financial Officer of the Comparertify pursuant to 18 U.S.C. §1350, as adop@cuant to § 906 of the Sarbanes-
Oxley Act of 2002, that:

(1) the Report fully complies with the requirementgdf3(a) or 15(d) of the Securities Exchange Act@84, as amended; a

(2) the information contained in the Report fairly mrets, in all material respects, the financial ctadiand results of operations
the Company

Date: May 7, 201! By: /sl Charles N. Eldred
Charles N. Eldre:
Executive Vice President al
Chief Financial Officel
Public Service Company of New Mexi







EXHIBIT 32.5

CERTIFICATION PURSUANT TO 18 U.S.C. § 1350, AS ADORED PURSUANT TO § 906 OF THE
SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on Form QCer the period ended March 31, 2010, for TeXasv Mexico Power Compal
(“Company”), as filed with the Securities and Exega Commission on May 7, 2010 (“Report’;)Patricia K. Collawn, President and Ci
Executive Officer of the Company, certify pursuemii8 U.S.C. §1350, as adopted pursuant to § 9@tecBarbanes-Oxley Act of 2002, that:

1)

the Report fully complies with the requirementgdf3(a) or 15(d) of the Securities Exchange Act@84, as amended; a
)

the information contained in the Report fairly mets, in all material respects, the financial ctodiand results of operations
the Company

Date: May 7, 201 By: /sl Patricia K. Collawn
Patricia K. Collawr
President and Chief Executive Offic
Texa-New Mexico Power Compar







EXHIBIT 32.6

CERTIFICATION PURSUANT TO 18 U.S.C. § 1350, AS ADORED PURSUANT TO § 906 OF THE
SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on Form QCer the period ended March 31, 2010, for TeXasv Mexico Power Compal
(“Company”), as filed with the Securities and Exapa Commission on May 7, 2010 (“Reportl),Thomas G. Sategna, Vice Presid
Controller of the Company, certify pursuant to 1&I€. §1350, as adopted pursuant to § 906 of tHeaBas-Oxley Act of 2002, that:

(1) the Report fully complies with the requirementgdf3(a) or 15(d) of the Securities Exchange Act@84, as amended; a

(2) the information contained in the Report fairly prets, in all material respects, the financial ctadiand results of operations
the Company

By: /sl Thomas G. Sategna
Thomas G. Sategr
Vice President, Controlle
Texa-New Mexico Power Compar

Date: May 7, 201







